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World of Work Report 2013
Snapshot of Germany

The German labour market remains resilient...

The employment rate in Germany increased from 54ii%he fourth quarter of 2007) to 57.1%
(in the fourth quarter of 2012). Germany is therefone of the few EU countries for which the
employment rate has already exceeded pre-crisetsleBetween 2007 and 2012, over 2 million
net new jobs were created in Germany compared ithmillion jobs lost during the same
period in the EU as a whole.

The German unemployment rate is one of the lowetite EU. The youth unemployment rate is
7.7% compared with 23.5% in the EU.

While unemployment has remained stable over the Iasnonth, there are downward risks as
the economic weakening in the Euro area has startaffect Germany. German GDP declined
by 0.7% in the fourth quarter 2012, partly due tr@p in exports by 2% and the associated fall
in investment. In the first quarter 2013 the ecopaesumed growth, albeit only at an anaemic
rate of 0.1%, as weak exports and investments weumterbalanced by stronger domestic
demand.

Figure 1. Unemployment rates in the EU, 2008 -2012

Source: IILS estimates based on Eurostat.
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...but inequality is rising in several forms.

Progress on job creation has not been sufficiaatbompanied by improvements in job quality.
Indeed, the incidence of involuntary part-time ésmporary work has increased in recent years.
Despite falling unemployment, the incidence of Ipaid employment has not declined. And
despite some progress such as an increased trarsgéerfrom temporary to permanent
employment (up from 39% to 56% between 2005 and RQ@fe challenge in Germany is now to
further improve the quality of employment, incluglibetter social security of atypical workers.
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» Although, the Gini coefficient of overall incomefea taxes in Germany fell slightly between
2007 and 2010, the size of the middle income gshupnk somewhdtLikewise, the ratio of
the earnings of the best paid workers to the egsnirfi the lowest paid workers (D9 to D1 ratio)
increased by about 10% between 2000 and 2010 @igur The ratio of executive pay to
average earnings also rose between 2007 and 2011.

Figure 2. Change in the D9 to D1 ratio for labour earnings, 2007 -2011

2007 ®2010 A2011

55
Decrease Increase

5o (2007-2010) (2007-2010)

]

~

n

Finland
France
Japan
Greece
Spa
Poland
Ireland
Canada
Israel
Austria

Al

New Zealand
United Kingdom
Portugal
Rep of Korea
Norway FP
Switzerland
Denmark
Czech Republic >
Germany _
Australia —
Slovak Republic
Hungary
United States — >

Source: IILS estimates based on OECD data.

The employment outlook depends on EU prospects and the ability to achieve
balance income development and strong investment in Germany.

* Although recent indicators showed increasing domesiemand, Germany's growth
continues to depend heavily on export demand, sartbve to a growth and employment
strategy in the EU is crucial (see EU Snapshot).

e Ensuring balanced income growth would help as viRdlcent collective agreements tend to
support this development and may further fuel damaeeded to boost investment.
Improving the quality of jobs and further faciliteg the move away from low-pay traps
could also be instrumental.

« Business investment in Germany has still not rex/drom the global crisis, despite the
fact that large businesses have adequate proitiyaleVels. The above measures, along with
improved tax allowances for productive investmentuld contribute to improve investment
prospects.

World of Work Report 2013: Repairing the economic and social fabric (www.ilo.org/INST).
For further comment, journalists are invited to contact Raymond Torres tel: +41 22 799 7908,
email: torresr@ilo.org, Director of the ILO’s International Institute for Labour Studies.

! The Gini coefficient is the most commonly used suea of income inequality. The coefficient ranges
between 0 to 1, with O being perfect equality arzbihg perfect inequality. In this brief, in confiaity with the
literature, the coefficients are referred to asremiumbers between 0 and 100. Coefficients areutzted
based on equivalised household disposable income.
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