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                            Germany: Economic Overview 
Role within the European Union:
Germany was a founding state of the European Coal and Steel Community (ECSC) and the European Economic Community (EEC), the predecessors to the modern day EU. The ECSC and the EEC were founded with the primary goal of economic integration in Europe, culminating in the Union’s introduction of the euro as the primary currency on January 1, 1999—efforts Germany had principally led.
 The Global financial Crisis, which began in 2008, created a contraction in the demand for German exports and lead to a short recession where GDP contracted by approximately 5.3%. However, as of the third and forth quarter of 2009, the German economy has shown signs of recovery, with the economy expected to grow in 2010.
 Today, Germany remains the EU member state with the largest population as well as the most powerful economy.
 

Positive Economic Indicators: 

· Germany’s estimated GDP in 2008 was $3.673 trillion, and the GDP per capita was $35,500.

· Based on EUI economic statistics in 2009, the global financial crisis has created a contraction in GDP of 5.3%.
  
· Though prices fell until mid-2009, inflation was expected to return by late 2009. Throughout 2010 it is expected that low demand internationally will keep inflation exceptionally low

· Small and medium-sized enterprises (SMEs) play a vital role in the German economy. In 1999, the nation had roughly 3.2 million SMEs that employed approximately 20 million German citizens (about 25% of the population), a number that has surely increased over the years.

Economic Structure: 

· GDP composition by sector: 0.9% agriculture, 30.1% industry, 69.1% services.

· Germany has seen a steady increase in unemployment since the onset of the 2008 recession. The unemployment figure (Av. National measure) for 2010 is expected to reach 10.8%
.
· The current account surplus is €56.0 billion, as exports have continued to outweighed imports.

· Major export commodities include: machinery, vehicles, chemicals, metals and manufactures, foodstuffs, textiles.

· Germany boasts the largest economy in Europe and is the world’s biggest exporter. In real terms, Germany wields the fourth largest economy in the world (behind the United States, China and Japan) and the 6th in terms of purchasing power parity.

· Germany trades with a diverse array of countries, with no country receiving more than 10% of its exports. Its most notable trading partners include France (9.7%), the United States (7.1%), the UK (6.7%), the Netherlands (6.6%, Italy (6.4%), Austria (5.4%), Belgium (5.2%), Spain (4.4%) and Poland (4%).

Political Considerations:

· Angela Merkel was re-elected as Chancellor on September 27 2009, leading a center-right coalition between her own party, the Christian Democrats, and the pro-business Free Democrats. Despite previously being hindered in enacting economic liberalization because of the Christian Democrat’s former compromise agreement with the Social Democratic Party, with the current support of a right wing majority, she is hoping to begin reform during her term
.

· Germany has a bicameral Parliament that consists of two chambers: the Bundestag (Federal Assembly) with 613 directly elected seats, and the Bundesrat (Federal Council), in which state governments are represented by 69 votes. Elections for the Bundestag are held every four years.

· Horst Koehler was re-elected as President on September 27 2009. He has been serving as Chief of State since July 1 2004. 
· Additionally, with the new coalition now controlling German legislative affairs, Chancellor Merkel and the parliament hopes to undertake a simplification of the tax code and an extension of the operation of nuclear plants.

· As of 2009, German corporate income tax was between 30-40%, and personal income tax is progressive, with individuals being taxed between 14-45% depending on their level of income.
 
Attractions:

· Foreign Investment: The German government welcomes foreign investors as an opportunity to create new jobs in the country. Foreign investors receive the same treatment as domestic investors and have no additional restrictions or barriers in conducting business in Germany. There are no restrictions on capital transactions, currency transfers, real estate purchases, repatriation of profits or access to foreign exchange.
 
· Advanced Technology & Industry: Germany is currently one of the world’s largest and most technologically advanced producers of metals and valuable resources, such as iron, steel, coal, cement, chemicals, and textiles. However, because of recent economic conditions, the industrial production growth rate for 2009 contracted an estimated -11% 

· Close Ties to the United States: Since the end of World War II and the rebuilding of Germany through the Marshall Plan, the United States and Germany have been close allies. German- US trade has been consistently strong with the US currently receiving 7.1% of German exports and the US providing 4.2% of Germany’s imported goods and services.

Troubled Spots: 

· Unemployment and the Continued Recovery from the Cold War:
Though Germany has one of the world’s largest economies, the process of integrating the former eastern German economy with the west continues to be long, expensive, and hinders economic growth; social programs have been particularly costly and have, as recently as 2008, required transfers from West to East to exceed $12 Billion. Despite efforts to modernize, eastern Germany is still less developed and suffers from high unemployment with some municipalities holding unemployment rates that exceed 20%. Reforms launched under Chancellor Gerhard Schroeder saw some improvements in unemployment between 2006 and 2007, however the Global financial crisis has caused these problems to re-emerge.
 
· Demographic Changes.
Germany is facing the effects of both a contraction in immigration and an aging population. According to the Federal Statistics Office of Germany’s 2050 projections (which are based upon Germany’s low fertility rates, net migration and an increase in life expectancy), the working population will drop from 42-44 million in 2030 to between 35-39 million in 2050. Furthermore, the working age population will become, on average, older and the population aged 80 and over will grow from 4 million to 10 million. 
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