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ECONOMICS II – Macroeconomics and Economic Policy
BIM 3rd semester – Winter Term 17/18
Assessment:
The assessment is a LEARNING PORTFOLIO. In this type of assessment the students reflect and document their
own responsibility for their learning process & learning outcome.
Theoretical definition from the module handbook: "A Learning Portfolio consists of several parts which include individual as
well as team results. Part of the final performance are the reflective statements in which the teams and every student
critically reviews and evaluates the individual and teams' learning process as well as the roles of the different partial assessments.
These partial assessments may be essays, concept papers, individual or team presentations, webpages, weblogs, reflected
literature research in form of documented bibliographies, own analyses including the documentation of case studies, applied methods, term papers, exercises, discussions of current economic affairs, videos, performances … or other types that
can be proposed to the lecturer."

The grade depends on the
points you collect during
the semester:

1) group presentation
2) midterm test
3) TopSim Game (presentation)
+ additional Bonus (see below)

40
40
20
up to 20

→ Maximum points (100%)

100

Required parts of the Learning Portfolio in this class are:
Type

Who

due

Presentation

Teams
(groups of
3-4
students)

cont.

40

Please check the additional information provided on the class webpage.

Midterm Test

Individual

09 Jan.
2018

40

- midterm test (40 min) *
Topics: – to be discussed

20

Simulation Game TopSim Applied Economics - presentations by expert-teams in December OR
- Final presentations of teams in January
→ Review: What did we learn, evaluation of the game

Simulation
Game TopSim
Applied Economics

Teams

cont.

points

Remarks

OPTIONAL parts (=you can gather more points but you don’t have to – you still can achieve 100 % as described above)
Expectations

Continuous
reflection of
the learning
progress

Individual

Team
BLOG
(Forum)

14.
October
2017

due
dates in
AULIS

2

8
(2 each)

~ ¼ pages. Individual expectations for this module → What do I want
to learn / which topics?
Reflection of the module, its parts and topics as well as the individual
learning process + of the learning processes within the team and the
class as a whole (esp. evaluation the simulation game)
Each team can deliver up to 4 contributions (one every four weeks).
The last contribution has to be an ex post reflection
→ please check due dates in AULIS
Students may opt to propose an individual contribution. It has to be
approved by the lecturer.

Individual
Assessment

Individual
(max 2
students)

2b
discussed

10

The IA have to be presented (no PowerPoint) in a module exercise,
max. time 10 minutes; max two presentations per week; first come
first serve.
Please do not ask me, what (kind of) IA you “are supposed to do”. It’s
voluntary and it’s individual. You have to select a possible topic and
format (examples of formats see above).

* If you miss a test due to illness - confirmed by a doctor in written form - you can apply for an oral retake for the test,
which is likely to take place on the last day(s) of the semester.
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An Economy for the Common Good: Building a BalBy Christian Felber
ance Sheet for Companies’ Impact
More than two thousand years after Aristotle, a growing movement is bridging his division
between oikonomia - an economy that supports the common good - and chrematistike making money.
The movement for an “Economy for the Common Good,” launched in Austria in 2010, has
gained the support of 2,200 companies in 50 countries. Most recently, a committee of the
European Union overwhelmingly supported a recommendation to incorporate the Economy
for the Common Good framework into the EU and member-state legal systems.
The framework is an attempt to overcome the confusion over whether capital is a means, or
the goal. In oikonomia, money served as nothing more than a means to an end: holistic wellbeing and the comfort and security it brings. Through chrematistike, however, money turned
into a goal in and of itself, wrapped up in the ideology of generating profit and growth, much
like in capitalism today. Between these two approaches there has always been a wide gap
and painfully little room for common ground, since the objectives are so very different.
Full Costs
Measuring economic and business success in terms of financial bottom line alone does not
take into account the costs to society incurred in generating profits. For example, costs to
the environment to democracy and human dignity — to name just a few. The systematic
pursuit of strictly financial profits fosters the narrow, short-term, bottom-line-focused vision
that’s crippling our market system, leaving it unable to serve companies, workers or consumers as it should - let alone the planet.
The concept of promoting general welfare is embedded in the constitutions of sovereign
nations around the world — including the constitution of the United States, where it is stated in the preamble. The pursuit of profit and money purely for money’s sake is mentioned
nowhere. Yet the contradiction persists and the gap it has created keeps widening.
Clearly it’s time to reconcile these two systems, and breath a soul back into economics while
re-embedding the economy into our cultural value system in a way that elevates social responsibility and the common good over profit.
With this in mind, a dozen companies in Austria launched, in 2010, an initiative called The
Economy For The Common Good (ECG). This idea of a complete and coherent, alternative
economic model has since grown into a veritable movement geared toward repurposing
economic activity so its fundamental objective is to increase the wellbeing of the population
at large as well as the integrity of our planet rather than simply maximizing profits. Since
then, it has spread to almost 50 countries and gained the support of 2200 companies and
200 local chapters that work with businesses, governments, universities and civil society.
The movement has recently achieved a first major political success at the European Union
level: the EU’s Economic and Social Committee has approved an opinion paper requesting
that the EU move toward incorporating the ECG into the Union’s as well as its memberstates’ legal frameworks. The paper has the backing of 86% of the members of the Committee.
The centerpiece of the ECG model is the adjustment of success-measurement at every level
of the economy bearing in mind the constitutional goal of supporting the common good. In
the present system, economic success is measured in relation to means (money) and its accumulation. As monetary indicators, Gross Domestic Product, financial profit and return on
C:\Hochschu\VWL\Quellen und Themen\Gemeinwohl u.a\An Economy for the Common Good.docx
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investment provide a one-sided assessment of economic activity. They don’t account for the
economy’s true purpose: the satisfaction of human needs, quality of life and the fulfillment
of fundamental values. In other words, promoting common good.
Early adopters
Three innovations aim to rectify this: the Common Good Product, the Common Good Balance Sheet and the Common Good Exam of investment projects.
On the company level, the Common Good Balance Sheet measures how firms fulfill key constitutional values that serve the common good. These include human dignity, solidarity, justice, ecological sustainability and democracy. This new balance sheet measures some 20
common good indicators, including:
• Do products and services satisfy human needs?
• How humane are working conditions?
• How environmentally-friendly production processes?
• How ethical are sales and purchasing policies?
• How are profits distributed?
• Do women and minorities receive equal pay for equal work?
• Are employees involved in core, strategic decision making?
(balance sheet)

So far, 400 European businesses have started using the Common Good Balance Sheet and its
grading system which awards credits and demerits depending on each company’s activities
impact the common good. A number of towns in Spain, Italy and Austria have also decided
to become Common Good Municipalities with the support of regional parliaments.
The companies and towns rate their activities according to a list of indicators, and the results
are examined by external auditors. Each one can reach a maximum of 1000 points. Up until
now the average is around 300, which shows that there is still much room for improvement
among companies across the board.
If all companies scored 1000 points, we’d have no poverty and unemployment any more, an
excellent environment, gender justice, peace, and a well-working democracy.
These companies are using the balance sheet out of sheer interest, without any incentive although consumers, investors, skilled workers who look for meaningful employment as well
as the media public are paying increasing attention to this new business approach. However,
ideally an incentive system would be put in place rewarding good results with tax reliefs,
lower tariffs, better loan conditions and priority in public procurement among other things.
Tax Treatment
For example, on the trade front, rather than a blanket trade agreement on a country-bycountry or regional basis, the U.S. we could require individual companies seeking to sell
goods within its borders to present strong Common Good Balance Sheet results. Failing
these, tariffs would be applied, increasing progressively as performance declines.
Companies disrespecting international labor standards — say, through child labor or poor
health and safety conditions — or ravaging the environment would be hard hit. So would
those engaged in any form of dumping, from wages to taxes.
Ultimately, ethical products and services would become cheaper for consumers than less
ethical ones, and only socially responsible businesses could survive. Non-ethical business
would find themselves either forced to change or facing insolvency. The Common Good Balance Sheet would become as important as today’s financial balance sheet.
C:\Hochschu\VWL\Quellen und Themen\Gemeinwohl u.a\An Economy for the Common Good.docx
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Then, perhaps, chrematistike capitalism would evolve into a different, stronger system benefitting all. And Aristotle could smile down as economic and business practices move closer
to the oikonomia he prefererred.
Christian Felber Founder of the The Economy For The Common Good. Author of 15 books,
including - Change Everything: Creating an Economy For The Common Good
THE BLOG , 10/18/2016 http://www.huffingtonpost.com/christian-felber/an-economy-for-the-common_b_12537142.html

https://www.ecogood.org/en/vision/
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Negative Criteria

ings, animals and plants

society, fellow human be-

future generations, civil

Outsourcing to or cooperation with
companies which violate human
-150
dignity

Products detrimental to human dignity and human rights (e.g. landmines,
nuclear power, GMO’s)
-200

Violation of ILO norms (international
labor standards) / human rights-200

90

E1: Value and social impact of
products and services
Products and services fulfill basic
human needs or serve humankind,
society or the environment

E) Social Environment: Region, electorate,

50

D1: Ethical customer relations
Ethical business relations with
customers, customer orientation
and co-determination, joint product
development, high quality of service,
high product transparency

D) Customers /
Products / Services /
Business Partners

90

Dumping Prices

Blocking patents

Hostile takeover

-200
-100
-200

E2: Contribution to the local
community
Mutual support and cooperation
through financial resources, services,
products, logistics, time, know-how,
knowledge, contacts, influence 40

D2: Cooperation with businesses in
same field
Transfer of know-how, personnel,
contracts and interest-free loans to
other business in the same field, participation in cooperative marketing
activities and crisis management 70

50

C2: Just distribution of labor
Reduction of overtime, eliminating unpaid overtime, reduction of
total work hours, contribution to the
reduction of unemployment

-200

Planned obsolescence
(short lifespan of products)

-100

Gross violation of environmental
standards
-200

Massive environmental
pollution

70

E3: Reduction of environmental
impact
Reduction of environmental effects
towards a sustainable level, resources,
energy, climate, emissions, waste etc.

D3: Ecological design of products
and services
Offering of ecologically superior
products/services; awareness raising programmes, consideration of
ecological aspects when choosing
90
customer target groups

30

C3: Promotion of environmentally
friendly behavior of employees
ctive promotion of sustainable lifestyles of employees (mobility, nutrition), training and awareness-raising
activities, sustainable organizational
culture

-200

Equity yield rate > 10 %

Subsidiaries in tax havens

-200
-200

Job cuts or moving jobs overseas
despite having made a profit -150

Unequal pay for women
and men

E4: Investing profits for the
Common Good
Reducing or eliminating dividend
payments to extern, payouts to
employees, increasing equity, socialecological investments
60

30

D4: Socially oriented design of
products and services
Information, products and services
for disadvantaged groups, support
for value-oriented market structures

60

C4: Just income distribution
Low income disparity within a company, compliance with minimum and
maximum wages

C1: Workplace quality and
affirmative action
Employee-oriented organizational
culture and structure, fair employment and payment policies, workplace health and safety, work-life
balance, flexible work hours, equal
opportunity and diversity

Social Justice

C) Employees,
including business
owners

Ecological Sustainability

B1: Ethical Financial Management
Consideration of social and ecological aspects when choosing financial services; common good-oriented investments and financing

Cooperation and Solidarity

B) Investors

Human dignity

A1: Ethical Supply Management
Active examination of the risks of purchased goods and services, consideration of the social and ecological aspects of suppliers and service partners

VALUE

A) Suppliers

STAKEHOLDER

This version is valid for Common Good Balance Sheets generated in 2013

Common Good MATRIX 4.1

Excessive income inequality
within a business

Non-disclosure of payments
to lobbyists

Prohibition of a works council

Non-disclosure of subsidiaries

-150

-200

-100
-150

E5: Social transparency and codetermination,
Common good and sustainability
reports, participation in decisionmaking by local stakeholders and
NGO´s
30

30

D5: Raising social and ecological
standards
Exemplary business behavior,
development of higher standards
with businesses in the same field,
lobbying

90

C5: Corporate democracy and
transparency
Comprehensive transparency within
the company, election of managers
by employees, democratic decisionmaking on fundamental strategic
issues, transfer of property to
employees

30

90

Democratic Co-determination
and Transparency

JOINT ECONOMIC FORECAST –
SUMMARY 2/17
Berlin, 28th September 2017

JOINT ECONOMIC FORECAST—AUTUMN 2017:
Upturn Remains Robust—Amid Mounting Tensions
The German economic upturn has gained both in terms of strength and breadth. In
addition to consumer spending, external trade and investments are now also
contributing to economic expansion. Whereas the very high economic momentum in
the first half of the current year will slow slightly, expansion of economic output this
year and next will exceed production capacity growth. As a result, overall capacity
utilisation will increase, with economic output exceeding potential output. Gross
Domestic Product is likely to grow by 1.9 percent this year and by 2 percent in 2018
(calendar-adjusted: 2.2 and 2.1 percent, respectively). Unemployment will see a
further decline, to 5.7 percent in 2017, and to 5.5 percent in 2018 (previous year: 6.1
percent). On the other hand, the pace of new job creation is expected to slow down.
Consumer price inflation will see a substantial rise as oil prices are not declining any
longer; upward pressure on domestic prices is also becoming discernible.
Accordingly, the inflation rate, at 1.7 percent this year and next, will turn out
appreciably higher than last year, when consumer prices were only up by 0.5
percent. Public-sector budgets are generating appreciable surpluses that are not due
to cyclical factors alone. If the next federal government makes use of the scope
provided by structural government budget surpluses in order to lower taxes and
levies or increase its spending, financial policy would have an expansionary
orientation, not only in this but also in the extended forecast period; otherwise, it
would have a more or less neutral effect as of the coming year.

Table
Forecast for Germany: Key Economic Indicators
2014

2015

2016

2017

2018

2019

Real gross domestic product
(percentage change over previous year)

1,9

1,7

1,9

1,9

2,0

1,8

42 672

43 069

43 638

44 285

44 768

45 155

2 898

2 795

2 691

2 541

2 460

2 380

6,7

6,4

6,1

5,7

5,5

5,2

0,9

0,2

0,5

1,7

1,7

1,8

1,4

1,8

1,6

1,9

1,8

2,0

in billions of euros

9,5

19,4

25,7

28,3

37,3

43,7

in % of nominal GDP

0,3

0,6

0,8

0,9

1,1

1,2

218,0

260,0

262,4

254,5

267,4

278,6

7,4

8,5

8,3

7,8

7,9

7,9

Domestic employment (1 000 persons)
Unemployment1 (1 000 persons)
Unemployment rate1 (in % of labor force)
Consumer price index2
(percentage change over previous year)
Unit labor costs3
(percentage change over previous year)
General government balance4

Current account balance
in billions of euros
in % of nominal GDP
1

Federal Employment Agency (BA) concept. 2 2010 = 100. 3 Hourly compensation of employees relative to real GDP
per hour worked. 4 According to national accounts definition (ESA 2010).
Sources: Federal Statistical Office; Federal Employment Agency, Deutsche Bundesbank; 2017, 2018 and 2019:
forecast.
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The global economy is meanwhile in an upswing phase. In the USA, in Japan
and in the euro area, production growth is outpacing trend growth by far, and
normal utilisation of production capacities is close to being reached or has
even been exceeded. Owing to economic policy stimuli imposed, the Chinese
economy has returned to a phase of robust expansion, which is meanwhile
likely to have peaked, however. The upturn in these large economies, in
combination with a surge in commodity prices, has also supported economic
momentum in the emerging market countries as a whole.
Nevertheless, consumer price inflation still remains at a low level. After
inflation rates had accelerated significantly from autumn 2016 to the spring of
2017 especially due to rising energy prices, they declined again in recent
months. Adjusted for the short-term effects of energy price fluctuations,
however, inflation in the euro area, in tandem with robust economic
momentum, increased from 0.9% at the end of last year to 1.3% in the
summer, and the current economic upturn is also likely to have a gradual
impact on consumer prices in the US and Japan.
Monetary policy is likely to be tightened more slowly than had been expected
in the spring. In the US, the next interest rate hike will probably be imposed
only in December, and for the coming two years the institutes expect only few
additional policy rate increases. The ECB is likely to allow its bond
purchasing programme to gradually expire in the year 2018—this forecast is
based on an assumed period of nine months. The institutes assume that the key
interest rate will be raised only in the course of the year 2019 because the euro
has appreciated markedly in recent months, and this counteracts the ECB’s
efforts to bring the inflation rate close to its target, at least in the short term.
In the current year, financial policy on the whole has become slightly more
expansionary. What is behind this is the greater degree of scope for fiscal
policy on account of lower interest rates and positive economic trends. In the
euro area, financial policy orientation will probably remain slightly
expansionary next year. In the US, public-sector budgets will be impacted by
extraordinary burdens in the wake of the recent hurricane disasters. In China,
financial policy will probably become more restrictive: the fiscal programmes
launched for the industrial sector last year will probably be gradually reduced
in the course of the forecast period.
The global upturn is likely to continue during the forecast period, even though
growth in global output is likely to gradually slow down. For this year and
next year, the institutes have forecast an expansion rate of 3.1 percent for the
group of countries taken into account in this expert opinion; for 2019, a
growth rate of 2.9 percent is expected. In relation to the spring expert opinion,
the institutes have thus raised their forecast by 0.1 percentage point (2017) and
0.2 percentage points (2018).
Production in the euro area is forecast to rise more sharply than potential
output throughout the forecast period. In view of the cyclical tailwinds and
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structural improvements, it is not assumed that any major cyclical strains will
emerge in the wake of the slower exit from unconventional monetary policy
assumed in this forecast. Nevertheless, in some areas—such as risk on banks’
balance sheets—increased alertness will remain necessary at some locations.
The latest acceleration of global trade is most probably the primary factor
responsible for the gain in momentum of the global economy. In contrast, key
factors causing the dynamic trends in international goods trade to slow down
in structural terms in recent years continue to exist. The institutes expect
global trade to expand by slightly lower growth rates again in the coming
years, roughly 3½ percent—following 4.2 percent growth in the current year.
On the one hand, many of the geopolitical risks addressed in the course of
past Joint Economic Forecast discussions remain in place, with the escalation
of the North Korea conflict constituting a further such risk. On the other, the
economic policy risks have decreased considerably in the past several months.
It has meanwhile emerged that policymakers in the US will most probably
introduce far less drastic changes than had been thought possible as recently as
the spring of this year. In Europe, election defeats of parties critical of the
European idea in some EU countries have led to a decline in the probability of
political destabilisation in the European Union. It has also become more
probable that Great Britain’s exit from the EU will proceed without any abrupt
difficulties.
The buoyant forces within the German economy have grown stronger. In the
first half of the year the expansion rate accelerated substantially – the annual
rate amounted to 2.5 percent. The level of capacity utilisation therefore
continued to grow, and overall economic output exceeds the potential output.
Impetus was generated by exports, which gained increased momentum in the
first half of the year. Domestic demand, however, likewise remained a driving
force behind expansion. Private and public-sector investment expenditure
grew significantly. Construction activity continued to be boosted by low
interest rates and growing demand for residential housing. Equipment
investments also saw robust expansion; most recently these are likely not to
have predominantly been stimulated by the good domestic economy but also
by strengthening external trade.
As the economy has already been headed in a robust upward direction for
some time, initial signs of tension are discernible in a number of segments of
the economy. The number of vacancies reported on the labor market has
increased considerably, and it is taking increasingly longer to fill a vacant job
reported. In the construction sector in particular, more and more enterprises
are indicating that a lack of available labor is impairing their output.
Meanwhile prices are rising fairly sharply in this sector. Producer prices
(excluding energy utilities) have also seen a marked rise in the course of this
year, while consumer price inflation has increased moderately, if at all.
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For the second half of this year, the institutes expect further substantial
economic expansion, albeit at a slightly lower rate in comparison with the first
half-year. Whereas the production indices suggest slightly less dynamic
growth in the current quarter, the assessment of the business situation
according to the ifo economic activity test still remains close to its all-time
high in spite of a slight decline in August. Factors in favour of a continued
upturn include the large order books in the construction industry and
increasing employment—a trend continuing until most recently. Finally,
exports are likely to post further fairly high growth rates. All in all, the
institutes expect Gross Domestic Product to rise by 1.9 percent in 2017; the
68 per-cent forecast interval in this context ranges from 1.7 to 2.1 percent.
Adjusted for the number of working days, Gross Domestic Product will
expand by as much as 2.2 percent, the highest value since the year 2010.
Accordingly, the institutes have raised their spring forecast for Gross
Domestic Product growth for the current year by 0.4 percentage points.
The upturn is likely to continue throughout the remaining forecast period.
Meanwhile it rests on a considerably broader base than only a year ago.
Investments are likewise making a sizeable contribution to economic
expansion, and further robust impetus is discernible from abroad. For next
year and the year after next, the institutes expect Gross Domestic Product to
rise by 2 percent and 1.8 percent, respectively. Accordingly, overall economic
capacity utilisation will not ease at all. The output gap will rise from currently
0.5 percent of the potential output to 0.8 percent in the year 2019.
Investment activity is picking up noticeably, even if the expansion rates
remain below those recorded in earlier boom cycles. As the level of capacity
utilisation has become high, companies are likely to invest to a greater extent
in expansion projects. Ongoing favourable financing terms and conditions,
which will see hardly any changes during the forecast period, will continue to
support economic momentum. Only in the course of the year 2019 is a gradual
surge in interest rates expected on the capital market. Investments in
residential housing construction are also likely to benefit from the ongoing
low level of interest rates. Moreover, a substantial order backlog has
accumulated that can only be processed gradually. In the public sector, drawdowns of the funding made available for investment purposes are likely to
increase following a number of previous delays. Mounting construction costs
are likely to have a dampening impact on construction activity, however.
The dynamic pace of private consumer demand is likely to decline slightly,
even though it will still remain high in a long-term comparison. Dampening
factors in this regard—unless policymakers take corrective action—include an
increasing tax burden; another is the higher inflation rate. In contrast, gross
wages are likely to grow at practically unchanged rates. While the pace of
employment growth is slowing down slightly, the rate of wage increases is
accelerating due to the scarcities on the labor market that are partly already
identifiable and likely to grow in the forecast period. Transfer income is likely
to witness less robust growth in future than this year, in which the
exceptionally large pension increase continued to make itself felt until mid-
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2016. All in all, the level of disposable incomes will grow at a slightly lower
pace.
Exports are being stimulated by robust global economic growth, in particular
by the ongoing upturn in the euro area; this will only partly be offset by the
recent fairly strong appreciation of the euro, which reduces price
competitiveness and therefore exerts a dampening effect. On the whole,
exports are likely to grow at a slightly higher rate. This, in combination with
robust domestic absorption, will culminate in an appreciable expansion in
imports.
The situation on the labor market will continue to improve. Employment
continues to grow, albeit at a lower rate in the wake of slightly reduced
production growth. In addition, owing to scarcities and bottlenecks in some
segments of the labor market, capacity utilisation of existing personnel is
likely to increase, which is reflected by the fact that the working time per
employed person is no longer declining, for instance. The number of
employed persons is likely to grow by 1.1 percent in 2018 and by 0.9 percent
in 2019, following an increase of 1.5 percent this year.
However, measured unemployment will continue to decline to a lesser extent
than the rate at which employment is rising. Causes of this include the
increasing labor participation particularly by women and older persons and the
continuing immigration. An additional factor is that the refugees who came to
Germany in recent years are increasingly available on the labor market
following the completion of their asylum procedures and qualification
measures. The unemployment rate is forecast to decline from 5.7 percent this
year to 5.5 percent in 2018 and to 5.2 percent in the year 2019.
Inflation is likely to only slightly accelerate slightly in the forecast period.
Initially, the latest appreciation of the euro and the decline in energy prices
until July will have some enduring effects. In the course of time, however,
sharper wage cost increases will probably be passed on gradually to
consumers. The institutes anticipate an increase in consumer prices by 1.7
percent in each of the current and the coming year, and by 1.8 percent in 2019.
The general government's financial situation will continue to improve in the
forecast period. Government revenues will remain highly copious since
expansion supported by domestic consumption yields substantial tax income,
assuming that no extensive tax cuts will be enacted. Government
expenditure—based on current budget figures—is likely to grow but at
slightly declining rates over time. Indications are that this year’s general
government budget surplus will rise from 26 billion euros to 28 billion euros.
This surplus is likely to grow to 37 billion euros in 2018 and to 44 billion
euros in 2019. In these conditions, the general government debt balance will
continually decrease to 59 percent in relation to Gross Domestic Product in the
year 2019. In addition to rising economic output, local and regional
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government budget surpluses and reduced liabilities of government resolution
agencies will contribute towards this.
On the whole, the risks inherent in the forecast have turned out to be more
moderate than in the spring. The decisive factor here is the global economic
environment, which appears to be more stable at present. As always, the
effects of monetary policy with an expansionary stance for a very long time
now are difficult to assess. For instance, monetary policy stimulus could lead
to an accumulation of systemic risks. However, even in the event of a speedy
increase in short-term interest rates, banks that granted long-term loans at
lower interest rates might come under pressure to adjust. This might slow
down the expansion in Germany to a considerable degree. The German
economy might experience even more robust expansion than forecast here if
the new federal government passes legislation to reduce tax burdens beyond
the subsistence level subject to constitutional law, which is not assumed in this
forecast in view of the current status quo. This would already stimulate
demand in the short term. On the other hand, in view of the good capacity
utilisation prevailing in any case, this might perceptibly reinforce consumer
price inflation.
Economic policy was hardly growth-oriented in nature during the last
legislative period. It is worthy of emphasis, however, that the fiscal
consolidation policy adopted in recent years actually succeeded in lowering
public-sector debt in relation to economic output, which means that Germany
today has a a public sector that is able to take action based on a strong
economy.
The general government budget surpluses likely to be unfolding for the
forecast period, equivalent to ¾ percent of economic output, should be utilised
in order to improve the economic conditions; in view of the high capacity
utilisation in any case, there currently is no need for policy with short-term
cyclical objectives in mind.
From the institutes’ perspective, more attention should be paid to the general
government’s revenue side of the equation. In view of the high burdens
imposed on labor incomes in the form of levies and a particularly sharp
increase in direct tax revenues, the focus should be on the income tax rate
curve. However, there is also scope for action in terms of social security
contributions, which are also of particular significance to low-income
workers, especially as regards unemployment insurance.
Corrections in the field of social security contributions are also necessary in
view of the forthcoming demographic challenges. In particular, the situation
regarding statutory pension insurance is likely to deteriorate to a marked
degree in the medium to long term. So far, demographic change has not made
itself felt all that clearly, but the process of ageing is already in full swing. The
German economy is currently undergoing an interim high in terms of potential
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growth rates, which will turn out considerably lower in the coming decade for
demographic reasons.
The foreseeable slowdown in potential growth can be partly offset by rising
labor participation—particularly by women and older persons. For this
reason, measures like the introduction of “Flexi-pension” are endorsed since
this would enable pensioners to earn additional money and might increase
their labor participation, or it would improve the harmonisation of family and
working life.
Successful integration policy as well as an immigration policy that relies for
guidance on requirements of the labor market can also mitigate the effects of
demographic change. And reforms are needed particularly with regard to
immigration from non-EU countries.
Annex
Long version (German):

Projektgruppe Gemeinschaftsdiagnose: Upturn Remains Robust—Amid Mounting
Tensions. Autumn 2017. Kiel 2017.
The report can be downloaded from the following website as of 11:00
a.m., 28th September 2017:
www.gemeinschaftsdiagnose.de/category/gutachten/.

Joint Economic Forecast – Summary 2/2017

7(8)

Peter Schmidt

Gemeinschaftsdiagnose Herbst 2017
Aufschwung weiter kräftig – Anspannungen nehmen zu

C:\Hochschu\VWL\Quellen und Themen\Gemeinschaftsdiagnose Herbst 2017.docx

28.09.17; 13:14 – Seite 1

Peter Schmidt

Joint Economic Forecast Autumn 2017
Upturn Remains Robust – Amid Mounting Tensions

C:\Hochschu\VWL\Quellen und Themen\Gemeinschaftsdiagnose Herbst 2017.docx

28.09.17; 13:14 – Seite 2

Joint Economic Forecast Autumn 2017

Key Forecast Figures for Germany
2014
Price adjusted GDP
(percentage change over previous year)
Persons in employment1 (1 000 persons)
Unemployment (1 000 persons)

2015

2016

2017

2018

2019

1,9

1,7

1,9

1,9

2,0

1,8

42 672

43 069

43 638

44 285

44 768

45 155

2 898

2 795

2 691

2 541

2 460

2 380

Unemployment rate2 (in %)

6,7

6,4

6,1

5,7

5,5

5,2

Consumer prices3
(percentage change over previous year)

0,9

0,2

0,5

1,7

1,7

1,8

1,4

1,8

1,6

1,9

1,8

2,0

9,5

19,4

25,7

28,3

37,3

43,7

0,3

0,6

0,8

0,9

1,1

1,2

218,0

260,0

262,4

254,5

267,4

278,6

7,4

8,5

8,3

7,8

7,9

7,9

4

Unit labour costs
(percentage change over previous year)
General government financial balance
EUR billion
in % of GDP
Balance on current account
EUR billion
in % of GDP

5

1

Domestic employment.
2
Federal Employment Agency concept, unemployed persons as % of civilian labor force.
3
Consumer price index (2010 = 100).
4
Compensation of employees per hour worked by employees in relation to labour productivity (per hour worked by persons in employment).
5
On national accounts definition (ESA 2010).
Source: Federal Statistical Office, Federal Employment Agency, Deutsche Bundesbank, 2017 - 2019: Forecast by the Institutes.

