
Q -1* »o r

OECD
Economic Surveys

Germany

2006

OECD
ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT

Bibliothekfur Berufspadagogik
TU Darmstadt

59234749



TABLE OF CONTENTS

Table of contents

Executive summary 8

Assessment and recommendations 11

Chapter 1. Macroeconomic developments and policy challenges 21

Economic activity is still weak and uneven 22

Comprehensive reforms increase potential benefits 31

Notes 34

Bibliography 35

Annex 1.A1. Progress on structural reform - Summary of past
recommendations and actions 37

Annex 1.A2. Explaining the movements in the savings ratio 39
Annex 1.A3. Explaining movements in business investment 42
Annex 1.A4. Explaining movements in the real effective exchange rate 44

Chapter 2. Regaining fiscal credibility and improving public sector efficiency 49

Fiscal development and forces acting 50
Toward more efficient government: Issues in public sector reform 55
Continuing tax reform 65

Notes 73

Bibliography 75

Chapter 3. The performance of the education system needs to improve 79

Outcomes in secondary education need to improve further 80
Making take-up of university education more attractive would help weather
the impact of demographic change on standards of living 83

Notes /; 87

Bibliography 88

Chapter 4. Labour market reform should go on 91

Reducing disincentives to labour force participation of older people
and spouses 92
Toward more efficient employment policies 97
Toward more flexibility in setting wages and work conditions 106

Notes 110

Bibliography 113

OECD ECONOMIC SURVEYS: GERMANY - ISBN 92-64-02515-4 - © OECD 2006



TABLE OF CONTENTS

Chapter 5. Fostering product market competition would have large benefits 117

The relationship between product market competition and economic
performance is robust 118
General competition law and institutions are effective 123
Public ownership of and support for industry is still substantial 126
Administration burdens on doing business are excessive 127
Regulatory challenges in network industries are significant 129
The service sector needs to be more open 143

Notes 148

Bibliography 151

Glossary 153

Boxes

1.1. Short-term economic developments and prospects 23
2.1. Recommendations to put fiscal policy on a sustainable path and improve

public sector efficiency 71
3.1. Recommendations for a more efficient education system 87
4.1. Recommendations for a better labour market performance 109
5.1. Benefits of regulatory reform in Germany 119
5.2. The Walmart case 125
5.3. Government ownership in the business sector 127
5.4. The electricity market 133
5.5. The gas market 134
5.6. Discrimination of competitors in electricity generation: the case

of balancing energy 137
5.7. Recommendations for making regulation more competition friendly 146

Tables

1.1. Demand and output 23
1.A2.1. Regression results consumption ratio 40

2.1. Medium term fiscal objectives for the general government 53
2.2. Isolated impact of measures taken by the new government on general

government finances 53
5.1. Labour productivity growth 1993-2002 119

Figures

1.1. German exports in comparison 25
1.2. Germany's international competitiveness 26
1.3. Comparison of business cycles 27
1.4. Actual and predicted consumption shares 28
1.5. Decomposition of the effective real exchange rate 28
1.6. The development of unemployment 29
1.7. Unemployment rates of the unskilled 29
1.8. Employment: persons and hours 30

1.A3.1. Deviation of actual business investment from model prediction 43

OECD ECONOMIC SURVEYS: GERMANY - ISBN 92-64-02515-4 - © OECD 2006


