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The The SozialmarktwirtschaftSozialmarktwirtschaft
(Social Market Economy)(Social Market Economy)

 The German Consensus The German Consensus –– Labor, Labor,
Corporations & GovernmentCorporations & Government

 High Wages Induce High ProductivityHigh Wages Induce High Productivity
 High Public Investments in Education,High Public Investments in Education,

Training & SkillsTraining & Skills
 High Public Investments in Health, SocialHigh Public Investments in Health, Social

Security & Safety NetSecurity & Safety Net
 Highly Regulated & Restricted MarketsHighly Regulated & Restricted Markets

((RheinheitsgebotRheinheitsgebot  & & LadenschlussLadenschluss))



Social Market EconomySocial Market Economy
(continued)(continued)

 High Investment in EnvironmentalHigh Investment in Environmental
ProtectionProtection

 Homogeneity & StandardizationHomogeneity & Standardization
(Uniformity of Work Contracts)(Uniformity of Work Contracts)

 Monetary Stability Monetary Stability –– Low Inflation, Low Inflation,
Highly Valued D-MarkHighly Valued D-Mark



Postwar Economic PerformancePostwar Economic Performance
The The WirtschaftswunderWirtschaftswunder

 High GrowthHigh Growth
 High WagesHigh Wages
 Low UnemploymentLow Unemployment
 Low InflationLow Inflation
 High ExportsHigh Exports
 High Standard of LivingHigh Standard of Living



Economic Stagnation of the 1990sEconomic Stagnation of the 1990s

 Stagnant GrowthStagnant Growth
 Stagnant WagesStagnant Wages
 Record UnemploymentRecord Unemployment
 Stagnant Standard of LivingStagnant Standard of Living



Unemployment Rate in GermanyUnemployment Rate in Germany
and in the USAand in the USA
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What Happened to the GermanWhat Happened to the German
Economy in the 1990s?Economy in the 1990s?

 UnificationUnification
 European IntegrationEuropean Integration
 GlobalizationGlobalization
 Loss of Competitive Advantage inLoss of Competitive Advantage in

Traditional IndustriesTraditional Industries



Employment in Large German Firms
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Manufacturing Employees in Stuttgart 
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Low Entrepreneurship in GermanyLow Entrepreneurship in Germany
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The Economic Policy ResponseThe Economic Policy Response

 DenialDenial
 RecognitionRecognition
 EnvyEnvy
 ConsensusConsensus
 AttainmentAttainment



The New German EconomicThe New German Economic
PoliciesPolicies

 Shareholder ValueShareholder Value
 Takeovers (Takeovers (MannesmanMannesman))
 More Labor Market FlexibilityMore Labor Market Flexibility
 Deregulation & PrivatizationDeregulation & Privatization
 Entrepreneurial, Knowledge Based &Entrepreneurial, Knowledge Based &

High TechHigh Tech
 Green Card Green Card –– Immigration Immigration



New Policies to Promote UniversityNew Policies to Promote University
SpinoffsSpinoffs

 EXIST Program in GermanyEXIST Program in Germany
 Bizeps Bizeps ––  Rhein Rhein & Ruhr& Ruhr
 Dresden existsDresden exists
 GET UPGET UP–– Jena Jena
 KEIM KEIM ––  Karlsruhe Karlsruhe & & PforzheimPforzheim
 PUSH! PUSH! –– Stuttgart Stuttgart



Firms Listed on Firms Listed on Der Neue MarktDer Neue Markt
(New Market)(New Market)

Firms listed on Der Neue Markt

0

50

100

150

200

250

300

350

400

1997 1998 1999 2000 2001

Years

N
u

m
b

e
r
 o

f 
fi

r
m

s



Contemporary Policy DebateContemporary Policy Debate

 Social Security (Social Security (RenteRente))
 TaxesTaxes
 Social BenefitsSocial Benefits
 EnvironmentEnvironment
 Five New Five New BundeslaenderBundeslaender
 Immigration & DiversityImmigration & Diversity



High German Total Public RevenueHigh German Total Public Revenue
(%GDP)(%GDP)
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High German Social Safety NetHigh German Social Safety Net
Costs (%GDP)Costs (%GDP)
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Economic PolicyEconomic Policy
The Coming IssuesThe Coming Issues

 Eastward Expansion of the EUEastward Expansion of the EU
 Aging of the German WorkforceAging of the German Workforce
 Social & Environmental DumpingSocial & Environmental Dumping
 Biomedical Research & IndustryBiomedical Research & Industry
 Universities & EducationUniversities & Education


