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INTERVIEW

Prof. Marcel Fratzscher, Ph.D., I/
President of the German Institute
for Economic Research (DIW Berlin)
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SIX QUESTIONS TO MARCEL FRATZSCHER

»In an international comparison,
too little is being invested
in German industry«

corrected version

Mr. Fratzscher, there are concerns about an overall

lack of investment in Germany. Is the problem more
urgent in the public sector or in the private sector?

The investment gap exists in both the public and private
sector. Three years ago, we calculated that Germany's
investment gap amounts to roughly 75 billion euros per
year. The investment gap has also been confirmed by
other studies. The problem is definitely more urgent in
the private sector.

How large is the investment gap in the private sector?
Investment is especially weak in the individual service
sectors. But investment activity is also low by inter
national standards in the manufacturing sector, and
this applies to both the investment and the capital
stock. In Germany, the growth of capital stock has
lost momentum, and after depreciation it is actually
shrinking in many sectors. This will eventually lead to
lower productivity and a weaker economic performance
in Germany—and that's why private investment is such
a critical issue.

How does this stack up in an international comparison?
Many other industrialized countries have significantly
higher private investment and have seen stronger post
crisis developments in private investment than Germany
has. This is all the more remarkable because Germany's
economy has developed more strongly since the crisis
than has France's, for example. This is cause for concern
and raises the question of why private investment has
developed so poorly.

So why has private investment developed so poorly?
Germany has structural problems in many areas and
sectors. In this issue, we highlight four of these sectors:
digital infrastructure, in which Germany is very weak
in an international comparison; energy infrastructure,

which has gained enormous importance through the
energy transition; innovation, which is connected with
the question of how Germany can support and promote
new ideas within smaller and medium-sized companies;
and startups, whose growth and innovation could be
supported through venture capital.

The Expert Commission presented the ten-point plan
“Strengthening Investment in Germany” one year ago.
How are these recommendations being implemented?
Some of these policy proposals have already been im-
plemented: firstly, the municipalities received five billion
euros in additional funds, and there have also been
changes in the infrastructure sector. But in both areas,
not enough has been done overall. Little has changed

in private investment, and here we find the largest
backlog. We have realized that digital networks urgently
require improvement, and the federal government has
indicated that they are willing make funds available.
Policy should not create a monopoly in digital networks;
rather, it should facilitate competition.

What is to blame for the weak investment: financ-

ing conditions or the businesses themselves? Poor or
missing conditions are primarily to blame for weak
corporate investment. Many companies are swimming
in liquidity and would be happy to invest if the condi-
tions were favorable. This has to do with factors such
as public infrastructure and a lack of skilled labor, but
also with regulatory uncertainty and tax incentives.
Here we argue for a better balance between the taxa-
tion of equity and debt, for example, which would help
support small and/or young companies.

Interview by Erich Wittenberg

DIW Economic Bulletin 15.2016


DIW Lankwitz
Textfeld
corrected version


IMPRINT

DIW ECONOMIC BULLETIN NO 15/2016 OF APRIL 15, 2016

N1 BERLIN

DIW Berlin — Deutsches Institut
fiir Wirtschaftsforschung e. V.
MohrenstralBe 58, 10117 Berlin

T +493089789-0

F  +49 30897 89 -200

Publishers

Prof. Dr. Pio Baake

Prof. Dr. Tomaso Duso

Dr. Ferdinand Fichtner

Prof. Marcel Fratzscher, Ph.D.
Prof. Dr. Peter Haan

Prof. Dr. Claudia Kemfert
Dr. Kati Kréhnert

Prof. Dr. Lukas Menkhoff
Prof. Karsten Neuhoff, Ph.D.
Prof. Dr. Jiirgen Schupp
Prof. Dr. C. Katharina SpieR
Prof. Dr. Gert G. Wagner

Reviewer
Dr. Friedrich Kunz
Dr. Claus Michelsen

Editors in chief
Sabine Fiedler

Dr. Gritje Hartmann
Dr. Wolf-Peter Schill

Editorial staff
Renate Bogdanovic
Dr. Franziska Bremus
Sebastian Kollmann
Dr. Peter Krause
Marie Kristin Marten
Ilka Miiller

Translation
Miranda Siegel

Layout and Composition
eScriptum GmbH & Co KG, Berlin

Press office

Renate Bogdanovic

Tel. +49-30-89789-249
presse @ diw.de

Sale and distribution
DIW Berlin

Reprint and further distribution —inclu-
ding extracts —with complete reference
and consignment of a specimen copy to
DIW Berlin's Communication Department
(kundenservice@diw.berlin) only.

Printed on 100 % recycled paper.





