A Service of

ECOMNZTOR pr

Make Your Publications Visible.

Leibniz-Informationszentrum
Wirtschaft

Leibniz Information Centre
for Economics

Michelsen, Claus et al.

Article

German economy: On the long, slow road to normality

DIW Weekly Report

Provided in Cooperation with:

German Institute for Economic Research (DIW Berlin)

Suggested Citation: Michelsen, Claus et al. (2020) : German economy: On the long, slow road to
normality, DIW Weekly Report, ISSN 2568-7697, Deutsches Institut fir Wirtschaftsforschung (DIW),

Berlin, Vol. 10, Iss. 37, pp. 394-400,
https://doi.org/10.18723/diw_dwr:2020-37-3

This Version is available at:
https://hdl.handle.net/10419/226712

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.18723/diw_dwr:2020-37-3%0A
https://hdl.handle.net/10419/226712
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

GERMAN ECONOMY

German Economy: On the Long, Slow

Road to Normality

By Claus Michelsen, Marius Clemens, Max Hanisch, Simon Junker, Konstantin Kholodilin, and Laura Pagenhardt

ABSTRACT

The German economy has bottomed out, but its recovery is
going to be long and arduous. Nevertheless, following the
almost two-digit slump in economic output in the second quar-
ter of 2020, recovery is likely to be accompanied by above-av-
erage rates. However, it is assumed that a second wave will
not occur and lockdown-like measures will not be reimple-
mented. Private consumption in particular will markedly
increase over the third and fourth quarters of 2020. Short-time
work is declining, contributing to the increase in disposable
income. Additionally, households saved considerably during
the height of the pandemic in spring 2020 and are spending
their savings gradually over the second half of the year. The
VAT reduction and further stimulus program measures are
supporting consumption and thus the economy. In contrast,
the recovery in foreign demand for German products is likely
to be more protracted. The economy and labor markets in
many countries have been hit much harder than in Germany,
and demand for consumer durables and capital goods — the
focus of Germany's export industry — in particular is likely to be
subdued. The pre-crisis level of economic activity will likely not
be reached until early 2022.1n 2020, German GDP is expected
to drop by an annual average of 6.0 percent and grow by 4.1
and 3.0 percent in 2021 and 2022, respectively.
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The coronavirus pandemic is negatively impacting peoples’
lives and economies all over the world. Germany has also
fallen into its deepest recession since World War II due to
the virus and corresponding containment measures. In the
second quarter of 2020, which was particularly impacted by
the lockdown, economic output dropped by almost ten per-
cent. Meanwhile, however, the German economy has weath-
ered the trough of the recession.

Nevertheless, the pandemic is not over and the threat of new
coronavirus waves remains. In this forecast, it is assumed
that the global infection rate will slowly decline. Under this
assumption, value added recovers at an above-average pace,
even if it will likely take until 2022 to reach the pre-crisis level.

Unlike in the summer 2020 forecast, this forecast considers
the stimulus program measures, which increases economic
output by at least one percent. The slump in the second quar-
ter of 2020 was not as deep as suspected in July 2020, partly
due to the fact that foreign demand for German goods and
services has recovered more quickly than expected initially.
Overall, GDP will decline by 6.0 percent in 2020 (Figure 1),
3.4 percentage points less than expected in summer 2020.

However, the situation on the labor market remains tense.
In April, six million employees had changed to short-time
work, which equates to one in six employees subject to social
security contributions. Unlike the global financial crisis, the
coronavirus recession has affected almost every economic
sector: primarily industry and industrial services, but also
the sectors that suffered heavily during the spring 2020 lock-
downs, including (parts of) retail, gastronomy, and other ser-
vices, such as those provided by musicians, artists, and event
planners. However, while short-time work is being mark-
edly reduced over the course of recovery, employment is
likely to barely increase, its growth only picking up in spring
2021. Before the coronavirus recession, the unemployment
rate was 5.0 percent (Table 1). Therefore, it did not increase
too strongly in 2020 on an annual average, to 6.0 percent,
while reaching 6.4 percent in the late summer of 2020. It
will decrease from this level only very gradually (Figure 2).
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Figure 1

Gross domestic product and use of GDP
Seasonally and working day adjusted
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Table 1

Key economic indicators for the German economy

2017 2018 2019 2020 2021 2022
Real GDP' (percent change over previous year) 26 13 0.6 -6.0 41 30
Domestic employment (1,000 persons) 44,262 44,868 45,269 44,842 44,781 45,157
Unemployed (ILO concept) 1,621 1,469 1374 1,708 1,756 1,586
Unemployed (BA concept) 2,533 2,340 2,267 2,719 2,842 2,562
Unemployment rate? (ILO concept) 38 34 32 40 41 37
Unemployment rate? (BA concept) 57 52 5.0 6.0 6.2 56
Consumer prices 15 18 14 0.6 14 1.6
Unit labor costs® 11 29 32 45 -0.5 16
Government budget balance*
in billion EUR 444 61.6 525 -215.0 -1341 -77.8
in percent of GDP 14 18 15 -6.5 -38 =7
Current account balance, in percent of GDP 7.8 74 71 72 73 6.9
1 Price-adjusted, chain-linked.
2 As a share of domestic labor force (ILO), resp. Civilian labor force (BA).
3 Compensation of employees (national concept) per hour worked over real GDP.
4 According to ESA 2010.
Sources: National and international institutions; DIW Berlin Economic Outlook Autumn 2020, 2020 onward: forecast.
© DIW Berlin 2020
Table 2
Use of GDP, quarter-on-quarter growth rates
Price, seasonally and working-day adjusted, in percent
2020 2021 2022
1 ‘ [} ‘ 11l ‘ v 1 1] ‘ ] ‘ v | ‘ ] ‘ 1] ‘ v
Private consumption =25 -109 39 28 16 20 18 14 10 03 03 03
Public consumption 06 15 07 06 07 04 01 04 05 03 03 03
Gross fixed capital formation =05 -79 12 12 12 13 14 14 12 09 08 08
Investment in machinery and equipment =73 -19,6 6,0 30 25 25 30 27 23 14 10 10
Construction investment 51 -42 -09 05 07 08 09 09 07 07 07 07
Other investment -4 06 08 038 038 038 08 08 08 08 038 038
Change in inventories' 0,0 03 00 0,0 0,0 0,0 0,0 00 00 0,0 0,0 0,0
Domestic uses -14 = 25 19 13 15 13 11 09 05 04 04
Net exports' =07 =78 3.2 =05 =01 =01 =01 =01 -0,1 0,0 0,0 0,0
Exports &3 =203 151 16 15 15 15 12 09 09 06 06
Imports =19 -16,0 79 31 22 2,0 18 15 12 09 08 08
GDP -2,0 =97 5,6 13 11 13 12 10 08 05 04 04
Gross value added =17 =99 56 13 11 13 12 10 08 05 04 03
Manufacturing -4,0 -16,1 151 20 14 15 15 13 10 0,6 05 05
Construction 46 -38 -09 05 07 08 09 09 07 07 07 07
Trade, accomodation, transport -14 -124 53 28 24 33 26 19 15 06 04 04
Business and production services =22 -143 70 10 10 1,0 10 10 10 04 04 04
Public admin, community and social services -12 -838 39 08 08 08 08 0,6 05 04 02 0,2

1 Contribution to GDP growth in percentage points.

Sources: Federal Statistical Office; DIW Berlin Economic Outlook Autumn 2020, forecast from 2020 Q3 onward.
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Due to the deep recession, hourly wages are likely to only
increase moderately over the second half of 2020. As an
increasing number of workers return to regular employ-
ment from short-time work, however, wages per employee
are increasing noticeably. While the short-time work allow-
ance compensated for a loss of wages to a great extent, but
not fully, disposable incomes are recovering noticeably.

In spring 2020, the declining employment numbers and the
build-up of short-time work negatively affected income. In
addition, consumption was impacted by the restrictions on
economic life during the lockdown. As a result, a consider-
able amount of money could not be spent. These additional
funds are now available to private households, additionally
boosting consumption. Overall, consumption will increase
strongly over the further course of 2020. Purchasing power
will be boosted in the second half of 2020 by the VAT reduc-
tion, the main reason inflation remains low at 0.6 percent.
Compared to the momentum already created by the catch-up
process, however, this additional boost is hardly significant.
In 2021, when this year’s temporary VAT reduction will be
reversed, real incomes will still increase due to the expected
decline in short-time work.

Even exports are gradually recovering (Table 2). However, the
labor markets in many countries—which have been more
severely affected than in Germany—and the associated
high income losses continue to noticeably dampen foreign
demand. Demand for durable consumer and capital goods
in particular is likely to remain dampened over the second
half of 2020. Exports are therefore unlikely to return to their
pre-crisis level for some time. The recent strong appreciation
of the euro against the dollar will also weaken exports. In
contrast, imports are benefitting from the revival of domes-
tic demand. The trade balance will therefore not rise signifi-
cantly in the further forecast period; in relation to economic
output, it is likely to average 5.5 percent in 2020. However,
only the oil price-related low import costs are preventing a
significantly lower balance; the terms of trade are rising by
a good two and a half percent.

Claus Michelsen is Head of the Forecasting and Economic Policy Department
at DIW Berlin | cmichelsen@diw.de

Marius Clemens is a research associate in the Forecasting and Economic
Policy Department at DIW Berlin | mclemens@diw.de

Max Hanisch is is a visiting researcher in the Forecasting and Economic Policy
Department at DIW Berlin | mhanisch@diw.de

JEL: E32, E66, FO1

Keywords: Business cycle forecast, economic outlook

Figure 2

Employment and short-time workers
Seasonally adjusted quarterly changes in thousands
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Short-time work set to decrease, employment will pick up later.

Corporate investments collapsed by almost a fifth in 2020,
although they are also already recovering. However, in view
of the uncertain prospects on foreign sales markets and the
considerable increase in corporate debt, they will not reach
their pre-crisis level in the forecast period. However, they are
profiting from the robust domestic economy and the stim-
ulus package measures. Construction investments, on the
other hand, are continuing to expand, but are also losing
growth momentum due to subdued incomes.

Recovery will last until at least 2022, although rates will be
strong until then. On an annual average, the German econ-
omy is expected to grow by 4.11in 2021 and by 3.0 percent in
2022. Nevertheless, starting from the most recent low level,
the output gap will not be closed until 2022. In 2020, the gap
is expected to be -4.9 percent and in 2021, it will still be con-
siderable at -2.0 percent.

Simon Junker is Deputy Head of the Forecasting and Economic Policy
Department at DIW Berlin | sjunker@diw.de

Konstantin Kholodilin is a research associate in the Forecasting and
Economic Policy Department at DIW Berlin | kkholodilin@diw.de

Laura Pagenhardt is a research associate in the Forecasting and Economic
Policy Department at DIW Berlin | Ipagenhardt@diw.de

DIW Weekly Report 37/2020

397

—8,000


mailto:cmichelsen%40diw.de?subject=
mailto:mclemens%40diw.de?subject=
mailto:mhanisch%40diw.de?subject=
mailto:sjunker%40diw.de?subject=
mailto:kkholodilin%40diw.de?subject=
mailto:lpagenhardt@diw.de

APPENDIX: NATIONAL ACCOUNTS DATA

The Main National Accounts Data for the Federal Republic of Germany
Forecast for 2020 to 2022

2020 2021 2022
2020 2021 2022
1st half of year |2nd half of year| 1st half of year |2nd half of year| 1st half of year |2nd half of year
1. Origin of GDP
Percentage change over previous year
Domestic employment -0.9 -0.1 0.8 -0.5 -14 -0.6 03 0.7 10
Hours worked, per working day -6.6 23 12 o =73 14 33 14 1.0
Working days 15 0.1 -0.1 0.5 24 0.0 0.2 0.8 -1.0
Labor volume, calendar-monthly -6.1 23 19 -58 -6.4 0.6 39 29 1.0
Labor productivity' 0.1 18 11 -0.7 10 26 0.9 12 0.9
GDP, price adjusted -6.0 41 3.0 -6.5 -5.4 33 438 41 19
2. Disposition of GDP in current prices
a) Billion EUR
Final consumption expenditure 24289 25754 2,694.4 1193.9 1,235.0 1,244.1 13313 1316.8 1377.6
Private consumption expenditure? 16816 17993 1894.8 8319 8497 866.5 9327 927.4 967.4
Government consumption expenditure 7473 776.1 799.6 362.0 3853 377.6 398.5 3893 4103
Gross fixed capital formation (GFCF) 7245 759.0 806.5 3520 3726 359.2 399.8 386.0 4205
Construction 196.6 2116 230.2 95.1 1015 97.7 14.0 108.9 1213
Machinery and equipment 394.0 407.0 4292 1932 200.7 1949 2121 2073 2219
GFCF in other products 134.0 1404 1471 63.6 70.4 66.6 738 69.8 774
Change in stocks® -29.9 -36.4 -37.8 -9.0 -20.9 =141 -224 -15.2 =226
Domestic uses 31236 3,297.9 3,463.1 1,536.9 1,586.7 1,589.2 17087 1,687.6 1775.6
Balance of exports and imports 1814 189.5 183.9 853 96.1 1033 86.2 1017 822
Exports 14332 15292 1,600.6 703.9 729.4 7491 780.1 7935 807.1
Imports 1,251.8 1339.7 1416.7 618.6 6333 645.8 6939 691.8 7249
GDP 3,305.0 3,487.4 3,647.0 16222 1,682.8 1,692.5 1794.9 1,789.3 1,857.7
b) Percentage change over previous year
Final consumption expenditure -33 6.0 46 =25 -4.0 42 7.8 5.8 35
Private consumption expenditure? -6.9 70 53 -6.0 -79 42 9.8 7.0 37
Government consumption expenditure 6.1 39 3.0 6.3 5.8 43 34 31 29
Gross fixed capital formation (GFCF) =3 48 6.3 =) =50 21 73 75 5.2
Construction -18.1 76 838 -17.9 -183 26 123 15 6.4
Machinery and equipment 5.4 33 5.4 6.8 41 0.9 5.7 6.3 4.6
GFCF in other products =01 438 48 0.1 -0.4 47 48 48 4.9
Domestic uses =29 5.6 5.0 =23 -44 34 77 6.2 39
Exports -11.4 6.7 47 -126 -10.1 6.4 70 5.9 35
Imports -7 7.0 57 -119 -11.5 44 9.6 71 45
GDP -42 55 46 -42 -4.2 43 6.7 57 35
3. Disposition of GDP, adjusted for prices
a) Chain-linked estimated in billion EUR
Final consumption expenditure 22614 2,363.8 24373 117.3 11441 1152.0 12119 12013 1,236.1
Private consumption expenditure’ 1584.0 16714 17359 7837 8003 8085 862.9 853.9 882.0
Government consumption expenditure 676.2 691.8 701.2 3331 3431 3429 3489 3472 354.0
Gross fixed capital formation (GFCF) 649.2 667.9 697.1 316.3 3328 3173 350.6 3348 3623
Construction 188.6 2012 2175 913 973 929 108.4 102.9 14.6
Machinery and equipment 333.0 336.0 345.5 164.0 169.0 161.8 1741 167.8 1777
GFCF in other products 1243 1283 1324 59.3 65.0 611 67.1 631 69.3
Domestic uses 29023 3,024.0 3127.0 14321 14703 1,468.7 1,555.4 1,535.6 15913
Exports 1399.4 1,486.0 15443 686.8 7126 729.8 756.3 767.5 776.8
Imports 1,265.0 13503 1417.9 623.0 642.0 652.5 697.8 694.0 7239
GDP 3,039.0 3,163.5 3,258.9 1,497.1 1,541.9 1,547.0 1,616.5 1,611.0 1,647.9
b) Percentage change over previous year
Final consumption expenditure -47 45 31 -44 =51 31 5.9 43 2.0
Private consumption expenditure? -7.9 5.5 39 -74 -83 32 7.8 5.6 22
Government consumption expenditure 32 23 14 32 32 29 17 13 15
Gross fixed capital formation (GFCF) =51 29 44 -45 =57 03 53 5.5 33
Construction -19.1 6.7 81 -19.1 -19.1 17 n3 10.8 5.7
Machinery and equipment 26 09 28 36 16 =g 30 37 21
GFCF in other products -16 32 32 -12 -18 31 33 32 33
Domestic uses -48 42 34 -47 -49 26 5.8 46 23
Exports =ik 6.2 39 -12.6 =5 6.3 6.1 52 27
Imports =L 6.7 5.0 =94 -8.8 47 87 6.4 37
GDP -6.0 41 3.0 -6.5 -54 33 48 41 19
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APPENDIX: NATIONAL ACCOUNTS DATA

Continued: The Main
Forecast for 2020 to 2022

| Accounts Data for the Federal Republic of Germany

2020 2021 2022
2020 2021 2022
1st half of year 2nd half of year| 1st half of year |2nd half of year| 1st half of year |2nd half of year

4. Price level of national expenditure (2015 =100)

Percentage change over previous year

Private consumption expenditure’ 10 14 14 15 0.5 1.0 18 13 15

Government consumption expenditure 27 15 16 3.0 Ri5 13 17 18 15

Gross fixed capital formation (GFCF) 21 18 18 23 19 17 19 18 18
Construction 12 09 0.7 14 10 09 0.9 07 0.6
Machinery and equipment 28 24 25 30 25 22 26 26 25

Exports -0.4 05 0.7 0.0 -07 0.2 0.8 0.7 0.7

Imports -28 03 0.7 -27 -29 -03 0.8 0.7 0.7

GDP 19 14 15 25 13 1.0 17 15 15

5. Distribution of Income

a) Billion EUR

Primary income of private households? 23219 2417.8 2,529.1 1,184.2 1137.7 1193.0 1,224.8 1,263.1 1,266.0
Employers' social contributions 3231 332.8 350.0 160.9 162.2 1611 7.7 170.2 179.8
Gross wages and salaries 1497.7 1574.4 1,655.1 7193 7784 7437 830.8 789.2 865.9
Other primary income of private households* 501.0 510.5 524.0 304.0 197.1 288.1 2223 303.8 2203

Primary income of other institutional sectors 425.4 497.7 527.9 151.0 2743 206.1 291.6 2242 303.7

Net national income (primary income) 27413 29154 3,057.0 13352 1,412.0 1,399.0 1,516.4 14873 1,569.7

Consumption of fixed capital 662.1 684.4 707.4 329.0 3331 3401 3443 3515 3559

Gross national income 3,409.4 3,599.8 37645 1,664.3 1,745.1 1,739.1 1,860.7 1,838.8 1,925.6

Memorandum item:

Net national income (factor costs) 25174 2,599.4 27133 12017 1315.7 1,230.0 1,369.4 1307.9 14053
Property and entrepreneurial income 696.6 6921 7082 3215 375.1 325.2 366.9 348.6 359.6
Compensation of employees 1,820.8 1907.3 2,005.1 880.3 940.6 904.8 1,002.5 959.4 1,045.7

b) Percentage change over previous year

Primary income of private households? -42 41 46 -12 -72 0.7 77 5.9 34
Employers' social contributions -0.4 30 5.2 24 -3.0 0.1 5.9 5.6 47
Gross wages and salaries -16 51 51 -10 -21 34 6.7 6.1 42
Other primary income of private households* -13.4 19 27 =33 =253 =57) 12.8 5.4 -09

Primary income of other institutional sectors -1 17.0 6.1 =L 35 36.5 6.3 8.8 42

Net national income (primary income) -5.4 6.1 49 -5.4 =53 438 74 6.3 35

Consumption of fixed capital 35 34 34 36 34 34 34 34 34

Gross national income -38 5.6 46 -38 =37 45 6.6 5.7 3.5

Memorandum item:

Net national income (factor costs) -18 33 44 -33 -0.4 24 41 6.3 26
Property and entrepreneurial income =30 -0.6 23 -105 45 12 =22 72 =20
Compensation of employees -14 47 5.1 -0.4 -22 28 6.6 6.0 43

6. Income and expenditure of private households

a) Billion EUR

Mass income 15322 1,600.4 1,659.5 7293 802.9 751.5 8429 7917 867.8
Net wages and salaries 1,018.0 1,082.2 1138.4 479.6 5384 5011 5811 5339 604.5
Social benefits 653.9 6613 668.0 3192 3348 3215 3338 3307 3372
Fewer levies on social benefits 1397 143.1 146.9 69.5 703 712 720 730 739

Other primary income* 501.0 510.5 524.0 304.0 197.1 288.1 223 3038 2203

Other transfers received (net)® -884 -92.8 -95.8 -436 -448 -457 -471 -47.2 -486

Disposible income 1,944.8 2,018.0 2,087.7 989.7 955.1 1,000.0 1,018.0 1,048.2 1,039.5

Memorandum item:

/r\e(i!:rs‘:;nsent for the change in net equity of households in pension funds 575 573 581 79 206 280 208 282 209

Private consumption expenditure 1681.6 1799.3 1,894.8 8319 8497 866.5 932.7 927.4 967.4

Saving 3207 276.5 2510 185.7 135 161.5 1151 149.0 102.0

Saving ratio in percent® 16.0 133 17 182 137 15.7 1.0 13.8 9.5

b) Percentage change over previous year

Mass income 28 4.4 37 17 37 39 5.0 45 30
Net wages and salaries -0.2 6.3 5.2 -0.6 0.1 45 7.9 6.5 4.0
Social benefits 7.9 11 1.0 6.0 9.7 26 -03 1.0 10
Fewer levies on social benefits 32 24 26 40 24 24 24 25 26

Other primary income* -134 19 27 =313 =53 =52 128 5.4 -0.9

Disposible income -13 38 35 0.9 -34 1.0 6.6 438 21

Private consumption expenditure -6.9 7.0 53 -6.0 =7/ 42 9.8 7.0 37

Savings 45.6 -13.8 =£)7) 49.7 403 -13.0 -14.8 =77 -11.4
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APPENDIX: NATIONAL ACCOUNTS DATA

Continued: The Main National Accounts Data for the Federal Republic of Germany
Forecast for 2020 to 2022
2020 2021 2022
2020 2021 2022
1st half of year |2nd half of year| 1st half of year |2nd half of year| 1st half of year |2nd half of year
7. Government revenues and expenditures
a) Billion EUR
Revenues
Taxes 747.2 816.6 8533 382.2 365 418.2 398.5 4341 419.2
Direct taxes 417.9 426.9 4424 208.7 2091 213.4 2135 2214 2210
Indirect taxes 3293 389.7 4109 173.4 155.9 204.7 185.0 212.8 198.2
Net social contributions 5943 614.1 650.8 295.2 2991 296.4 317.7 3157 3351
Property income 207 19.5 19.4 124 83 n3 82 12 8.1
Other transfers 251 255 26 n8 134 12.0 136 121 13.8
Capital transfers 15.3 14.2 14.4 7.0 82 6.2 80 6.3 81
Sales 1263 1314 134.8 58.1 68.1 613 70.2 62.8 720
Other subsidies 02 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Total revenues 1,529.0 1,621.6 1,698.9 766.7 762.2 805.4 816.3 8424 856.4
Expenditures
Intermediate consumption 204.4 207.4 2134 97.4 107.1 96.6 110.8 99.6 138
Compensation of employees 2810 284.8 289.1 1358 145.2 137.8 1471 139.8 1493
Social benefits in kind 310.4 3335 346.1 148.5 161.8 163.9 169.6 1702 1759
Property income (interests) 214 16.8 14.4 17 9.7 89 79 75 6.9
Subsidies 99.5 737 67.2 39.9 59.6 357 38.0 334 338
Social benefits 5923 598.1 603.2 288.9 3034 296.4 3017 298.9 3043
Other transfers 89.2 91.0 924 40.5 48.7 434 476 437 48.8
Gross capital formation 917 97.6 1017 39.4 523 424 55.2 441 57.6
Capital transfers 54.8 53.6 49.8 16.5 384 221 315 20.1 29.8
Acquisitions less disposals of non-financial non-produced assets -11 -11 -11 -0.4 -0.6 -04 -06 -0.4 -0.6
Other taxes on production 03 0.3 03 0.2 0.2 0.2 0.2 0.2 0.2
Total expenditures 1,744.0 1,755.7 1776.7 8183 925.6 846.9 908.8 856.9 919.7
Balance -215.0 -1341 -77.8 =516 -163.4 -415 -926 -14.5 -633
b) Percentage change over previous year
Revenues
Taxes =£)j/ 93 45 -81 -1.2 9.4 9.2 3.8 5.2
Direct taxes -86 22 36 -10.2 -7.0 23 21 37 35
Indirect taxes -10.9 18.4 5.4 -54 -16.3 181 187 39 71
Net social contributions =05 33 6.0 18 -28 0.4 6.2 6.5 55
Property income =56 =59 =07 -58 =57 =91 -10 -0.4 -10
Other transfers -0.2 17 16 38 -35 17 17 15 17
Capital transfers 10.9 -6.7 13 16.1 6.7 -1138 =3 14 12
Sales 11 41 26 -0.9 29 5.4 3.0 25 26
Other subsidies -41 0.0 0.0 -1 0.0 0.0 0.0 0.0 0.0
Total revenues =5l 6.1 48 -36 -6.5 5.0 71 46 49
Expenditures
Intermediate consumption 12.4 15 29 173 82 -0.8 35 31 27
Compensation of employees 35 14 15 41 29 14 13 15 15
Social benefits in kind 33 74 38 0.4 6.1 10.4 48 39 37
Property income (interests) =222 =215 -142 -183 -26.4 -238 -18.8 -15.8 -123
Subsidies 2229 =259 -89 171.5 262.6 -10.5 -36.2 -6.6 -1
Social benefits 8.6 10 0.9 6.7 10.5 26 -0.6 0.8 0.9
Other transfers’ 15.0 18 15 39 12 29 -1 03 12
Gross capital formation 6.5 6.4 42 46 79 75 5.5 40 43
Capital transfers’ 138 -12 -37 17.8 42 34 -17.8 -9.2 -5.4
Acquisitions less disposals of non-financial non-produced assets’ 0.1 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Other taxes on production’ 0.0 0.0 0.0 30 0.0 0.0 0.1 0.0 0.0
Total expenditures 1.9 0.7 12 93 14.4 3.5 -18 12 12
1 GDP (price-adjusted) per man-hour. 4 Entrepreneurial income/operating surplus and received minus 7 Absolute change over previous year in billion EUR.
2 Including private organizations without pecuniary reward. paid asset income. 8 All administrative units including social security.
3 Including net increase in valuables. 5 Transfers, received minus paid.

6 Current savings as percentage of disposable income.

Sources: Federal Statistical Office (Fachserie 18: Volkswirtschaftliche Gesamtrechnungen); Forecast by DIW Berlin.
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