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German Labour Market 
Reforms

• Easing Employment Protection Rules

• Restructuring of theEmployment Office (Hartz I and III)

•"Minijobs," "Meplcs" (Hartz II), New Craft Regulations 

• New Regulations for unemployed (Hartz IV)

• Decentralisation of collectivebargaining
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Peter  Har tz
(Spiritus rector of labour market reforms) 

„Wehavea concept for the futureof two million unemployed
people .... it startsnow“(15.8.2002):
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Germany, Potential output of total economy, volume

Hartz (I -IV)
Labour  market reforms
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Growth, Productivity and Employment
in Germany

1961 until 2005
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 Total hours worked 
 1970 until 2005

47412

52075

45572

47611

47122

57456

55849

58071

56326

59666

40000

45000

50000

55000

60000

65000

197
0

197
1

197
2

197
3

197
4

197
5

197
6

197
7

197
8

197
9

198
0

198
1

198
2

198
3

198
4

198
5

198
6

198
7

198
8

198
9

199
0

199
1

199
2

199
3

199
4

199
5

199
6

199
7

199
8

199
9

200
0

200
1

200
2

200
3

200
4

200
5

in
 m

ill
io

n

Reunification

Source: Eurostat, Ameco-Database, own calculations

1970 until 1990:   -9%
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Employment
1992 until 2005
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Growth of employmentEmployment Growth Declineof total hours
worked

Change in theStructureof 
Employment
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Structural Change in the Labour Market 
1992 until 2005
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Source: IAB
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High Unemployment

Growth of atypical and 
pecar ious employment

Decentralisation of 
collectivebargaining

Increaseof Inequality

Unions loose
macroeconomic
steer ing capacity

Slowdown
of productivty growth
and employment
threshold
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Decline of the
Employment Threshold

2,41,65,4-hours workedFlaig, Rottmann

2,02,84,85,3hours workedLogeay/Volz

1,11,3--EmployeesLogeay

1,31,32,34,1EmployeesPusse

1,91,22,2-EmployeesBuscher et al.

1990-20001980-901970-801960-70

Employment Threshold (in %)
measurementauthors

Source: Schirwitz, B.: Wirtschaftswachstum und Beschäftigung – die 
Beschäftigungsschwelle, in: ifo Dreseden 3/2005, S.36



Negative Wagedr ift
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Real Wages and Productivity
1992 until 2005
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Periode of
Wage Restraint
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Reform Agenda

Reregulation of the labour market

• Minimum Wage

• No extensive promotion of low paid jobs

• Sufficent social security for part-timeworkers

• Standards for decent work (health, participation)

• Further education for low skilled workers
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Reform Agenda

High road approach

• Extension of thechild care, education and health.

Macroeconomic Policy Mix

• Expansive fiscal and monetary policy

• Wage growth in linewith inflation and 
productivity


