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1. Before the crisis
Germany had severe domestic structural problems
during the 1990s:
inflexible working regulations
high unemployment rate
high taxes and a high social security contribution

ratio, which was directly linked to the income tax

„Agenda 2010“ between 2003-2005 by the
SPD/Grüne was largest cut into the German system of 
social security since WWII
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tax cuts (such as a 25% reduction in the basic rate 
of income tax) 
big cuts in the cost absorption for medical 
treatment 
drastic cuts in pension benefits and in 
unemployment benefits alike
beginning in 2005 unemployment figures have 
been falling and, in May 2007, unemployment was 
at 3.8 million people, a 5½ year low

Government coalition of CDU/SPD
raising the retirement age from 65 to 67 years
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In 2007 Germany was on a sound upward path:
important structural reforms had been successfully 

implemented
these were bold labour market reforms, which 

modernised the labour market structure and lowered 
the employment threshold of economic growth
adjustments in the social security systems, in 

particular the pension system
the structural reforms paved the way for further 

necessary market-based corrections, for example in 
wage setting and intra-plant working-time flexibility



Mark Hauptmann, M.A. | Klaipeda, Lithuania | Fr 29.07.2011

Even before Lehman the global economy 
had been on a cyclically declining trend…

trend…



Mark Hauptmann, M.A. | Klaipeda, Lithuania | Fr 29.07.2011

…but the “Lehman-shock” accelerated the 
worsening
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2. During the crisis
Time for superlatives – time for panic…
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Merkel´s psychology
priority was to built up trust within the society as well 
as in the financial market and their institutions
Oct. 08: Merkel and Steinbrück guaratee bank
savings
Oct. 08: the government rescues the HRE with a bank
guarantee » „to big to fail“
Jul. 09: deposit protection fund was increased fom
20.000 € to 50.000 €

at first » crisis management
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1st stimulus package (Nov. 08)
boost to finance investments with a total capacity
of 32 billion €
short-term working benefit (Kurzarbeit) was 
extended to 18 month, later 2009 to 24 month
developement of the road system
3 billion € aditionally in a top-up benefit program
for weak local governments for infrastructure
investments
remission of charges for the motor vehicle tax for 1 
year for buying a new car
financial support for building refurbishment with a 
total of 3 billion €
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short-term working benefit
run in 2009 with a budget of 
5.1 billion €
replaced some of the lost 
income of over 1.4 million 
workers
according to the OECD the 
program had saved nearly 
500,000 jobs during the 
recession
besides helping to avoid mass-
layoffs, the program also kept 
skilled work groups together
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2nd stimulus package (Jan. 09)
boost to finance investments with a total capacity of 50 
billion €
income tax reduction with a total of 9 billion €
raising of the basic tax-free allowance
reduction of the initial tax rate
reduction of the health insurance contributions from 15,5 to 
14,9%
one time payment of 100 € as child-care allowance
Investments in the education infrastructur
„cash for clunkers program“ » 2.500 € for old cars if people
by a new car
credit guarantee programm for major enterprises up to 
100 billion €
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„cash for clunkers program“
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Federal debt-limit

Federal debt-limit in 
order to secure a 
balanced budget
dept-limit at the state
level in Germany 
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3. After the crisis



Mark Hauptmann, M.A. | Klaipeda, Lithuania | Fr 29.07.2011

Merkel: „We will be stronger after the crisis, than
before“
mixed rsults: 
Germany got through the crisis quite smooth
unemployment rate is below 7%, anual growth rate 
3,5% (2010) and 3% (2011)

still a lack in the banking supervisory authority
there is still no real european rating agency
„to big to fail“ is still possible
dept crisis is not solved » no balanced budget yet
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4. Outlook & challenges
€ crisis is not only a greek
or portugese problem – its
a european and therefore
a german problem
„double dip“ still possible
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Thank you for your attention!

E-Mail: mhauptmann@gmx.at


