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From “sick man of the euro” ...
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1 The biggest economy in the euro area, Germany’s, is in a bad way. And its ills are a
[ - main cause of the euro’s own weakness
e Jun 3rd 1999 | FRANKFURT | From the print edition &i
coEy.

43 THE social-market economy devised in Germany after the second world war, with its careful
Y

blend of market capitalism, strong labour protection and a generous welfare state, served
the country well for several decades. But it is now coming under pressure as never before.
As economic growth stalls yet again, the country is being branded the sick man (or even the
Japan) of Europe. This is inevitably casting a cloud over Europe's single currency, the euro,
for Germany accounts for a full third of the euro countries' output. When Germany sneezes,
its neighbours feel a chill—and nervous markets are likely to sell the euro. Thus the biggest
economic problem for Europe today is how to revive the German economy.
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... to “reluctant hegemon“?

Economist World politics Business &finance Economics Science & technology Cu

Germany and Europe

The reluctant hegemon

If Europe’s economies are to recover, Germany must start to lead

. Jun 15th 2013 | From the print edition m

IN JUNE 1963 John Kennedy brought hope to a divided city at the frontline of the cold war
with the words “Ich bin ein Berliner”. When Barack Obama visits Berlin next week, half a

century later, he will find it a very different place. United, strong and rich, Germany is

Fa Europe’s hegemonic power.
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Germany has increased its R&D intensity and has reached the 3% target ...
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Source: OECD, SV Wissenschaftsstatistik.
Calculations and estimates by NIW. In: Schasse et al. (2014).
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— ... but investment in entrepreneurial innovation is still lagging behind. A very
similar assessment pertains to Japan.
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Source: Entrepreneurship at a Glance 2013 (OECD 2013)
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OVERALL CHALLENGES AND STRATEGY

The share of the business sector’s R&D expenditure directly and indirectly

funded by the public sector is relatively low.
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... real progress achieved, but now to be continued in a systematic
manner — fiscal pressures ahead
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... in parts excellent (engineering, Fraunhofer) — in parts much to
be improved ... cultural issues
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... strong positions in automotive, chemicals, engineering ... weak
performance in ICT, pharma and life sciences
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... the Achilles heel of the German Innovation System




0
6 GOVERNANCE EFI

... lately more trust in coordination, but incumbents still dominate
the agenda




/7 CONCLUSIONS AND PRIORITIES FOR 2020

—->Many examples of successful government action
— Mission-orientation of research and innovation policies
— Coordination among major players in the innovation system
— Vastly improved public funding of R&l
— Quality competition among universities
— New initiatives for public-private partnerships

— Strategic programmes in important industrial areas
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—Little success (so far) in other areas
— Introduction of R&D tax credits delayed or derailed
— Conditions for entrepreneurship and venture capital lagging behind
— Continuing weaknesses in ICT and life sciences
— Educational system still not excellent
— Problems with Federalism

— Too much Germany, too little Europe
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— Set ambitious targets for R&D and education budgets for 2020 — 3.5% of GDP
for R&D

— Rethink federalism again — allow federal government to contribute to
institutional financing of universities and schools

— Create a level playing field for non-university research organizations -
harmonize financing contributions of Bund and Lander

— Create more flexibility for universities (Wissenschaftsfreiheitsgesetz)

— Develop new concepts for financing of excellent universities and PROs —
current frameworks expire in 2017/2020

— Introduce R&D tax credits to support research in industry
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— Improve boundary conditions for venture capital and entrpreneurship
— Continue work on European intellectual property systems
— Continue and refine the German Hightech Strategy 2020
I , — Improve coordination of climate, energy and innovation policies
— Systematically evaluate all R&I policy instruments
— Faciliate immigration of highly-qualified foreigners
— Better utilize the potential of women in science, innovation, and industry

— Improve EU innovation policies to tackle the productivity gap among
European countries
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