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G E R M A N Y

Despite the strong performance of its labour market, inequalities in Germany 
are on the rise and are often the result of misguided government policies. 
While the low unemployment rate continues to become even lower, long 
term unemployment is on the rise and risks becoming entrenched as this 
group receives insufficient support from the current labour market policies. 
The declining investment in opportunities for lifelong learning further 
worsens the situation for this low-skilled, vulnerable group on the German 
labour market. Moreover, the access to, and quality of, health and social 
services are increasingly strained, which is especially worrying given the high 
level of people at risk of poverty or social exclusion.
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Despite the strong performance of its labour market, 
inequalities in Germany are on the rise and are often 
the result of misguided government policies. While 
the low unemployment rate continues to become 
even lower, long term unemployment is on the rise 
and risks becoming entrenched as this group receives 
insufficient support from the current labour market 
policies. The declining investment in opportunities for 
lifelong learning further worsens the situation for this 
low-skilled, vulnerable group on the German labour 
market. Moreover, the access to, and quality of, health 
and social services are increasingly strained, which is 
especially worrying given the high level of people at 
risk of poverty or social exclusion. 

The Most Urgent Issues to be tackled
1. German labour market policy has split into 

workers on short term contracts and the long 
term unemployed, in part because of policies that 
are predominantly focused on the ’short term  
workers’ while the long term unemployed do not 
receive the support they need.

2. Health and social services are starting to falter 
because of demographic and social change in 
German society, creating both access and quality 
issues. In particular, this strains the existing service 
infrastructure in rural and structurally weak 
regions of the country.

3. The high level of people at risk of poverty or social 
exclusion, notably people with disabilities, who 
face unequal treatment in German society despite 
being legally protected.

4. The potential for a prolific innovation in the social 
economy is being hampered by the framework 
conditions in which this sector finds itself, notably 
the new financing models and forms of contract 
that have created ‘quasi-markets’ in which growing 
competition has set a downward spiral in motion.

Recommendations for Upward Social Convergence
1. Re-design German labour market policies to 

offer more support to workers who are long term 

unemployed (including better access to and more 
participation in lifelong learning) and increase the 
protection offered by unemployment schemes.

2. Increase governmental investments to future-
proof access to, and quality of, health and social 
services, specifically by countering firstly the 
growing shortage of specialist staff and secondly 
the increasing gaps in coverage. The provision of 
these services should not be transferred to civil 
society organisations and their volunteers in an 
attempt to cut governmental expenditure

3. Strengthen the capacity of the national welfare 
state as a tool for upward social convergence 
within the European internal market, including 
targeted action to improve the integration of and 
opportunities for people with disabilities.

4. Rethink the framework conditions for the social 
economy, which should halt the downward spiral 
that has arisen from the growing competition; 
and aim to give organisations the opportunity to 

proliferate social innovation.

- - -
G E R M A N Y 
-
FIGHTING UNEMPLOYMENT
The German labour market continues to perform 
strongly. Its employment rate surpassed the Europe 
2020 target of 77% in 2013 and continues to improve 
(77.7% in 2014, up from 77.3% in 2013), while its 
low unemployment rate continues to decline (5.0% 
in 2014, down from 5.2% in 2013). However, both 
the European Commission (‘the Commission’) and 
the SOLIDAR EU Strategy Group in Germany report 
that not all is well.1 Alarming tendencies regarding 
the protection offered by unemployment insurance 
schemes and long term unemployment becoming 
1 European Commission (2014). Assessment of the 2014 national 
reform programme and stability programme for Germany, SWD (2014) 
406 final, 2 June 2014, pp. 16-18. Retrieved 12 May 2015, from http://ec.eu-
ropa.eu/europe2020/pdf/csr2014/swd2014_germany_en.pdf.
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offered by the job centres, which is predominantly 
aimed at rapid putting the unemployed in a job. The 
unemployed in need of additional support do not 
get the advice or supportive measures they need, 
thereby increasing their risk of ending up in long term 
unemployment. Debt, addiction or psycho-social 
problems often prevent people from making progress 
in their earning capacity. As our Germany Strategy 
Group has highlighted, it is the needs of the long 
term unemployed where the German support system 
displays considerable weaknesses.

IMPROVING ACCESS TO HEALTHCARE AND DECENT 
SOCIAL SERVICES FOR EVERYONE
As regards health and social services, the Commission 
has repeatedly expressed its concerns about the 
cost effectiveness of German public spending on 
healthcare and long term care.4 Germany is one of 
the biggest spenders on healthcare in the EU, with 
8.4% of its GDP flowing to these services in 2011. In 
light of oncoming demographic and social changes, 
the Commission and the Council of the European 
Union (‘the Council’) in their Country-Specific 
Recommendations urge Germany to ‘[m]ake additional 
efforts to increase the cost effectiveness of public 
spending on healthcare and long‐term care.’ 5

Conversely, the SOLIDAR EU Strategy Group in 
Germany calls for greater investments to ‘future-proof’ 
the access to, and quality of, health and social services, 
especially in rural and structurally weak regions. 
Reporting on a growing shortage of specialist staff 
and increasing gaps in coverage, our German Strategy 
Group deplores the cuts that are being made in local 
investments precisely at a time when oncoming 
demographic and social changes are starting to put 
pressure on the existing infrastructure. For 2013, the 
4 European Commission (2014). Assessment of the 2014 national 
reform programme and stability programme for Germany, SWD (2014) 
406 final, 2 June 2014, p. 12.
5 Council of the European Union (2014). Council Recommenda-
tion on the National Reform Programme 2014 of Germany and delivering 
a Council opinion on the Stability Programme of Germany, 2014, 2014/C 
247/05), 8 July 2014, pp. 23. Retrieved 18 May 2015, from http://ec.europa.
eu/europe2020/pdf/csr2014/csr2014_council_germany_en.pdf.

ever more entrenched are causes for concern as they 
threaten the social fabric and the base for Germany’s 
current economic success.

As regards unemployment insurance schemes, our 
German Strategy Group reports that the reforms have 
reduced their protective function to such an extent 
that they no longer reach large groups of unemployed 
people. Notably, the qualifying periods (six to twelve 
months) and time frames (between 24 and 36 months) 
have been reduced precisely at a time when irregular 
and atypical employment is on the rise in Germany. 
Both workers, who want a better work-life balance, and 
employers, whose production processes are changing, 
articulate a need for more flexibility. Germany’s 
unemployment insurance schemes are no longer 
geared for its needs.2

Regarding long term unemployment, our German 
Strategy Group warns against what it calls the 
‘splitting of the German labour market.  The well-
educated have many options at their disposal, while 
the poorly qualified, the long term unemployed and 
the long term recipients of state benefits, have fewer 
and fewer opportunities. Indeed, data reveals that 
long term unemployment is becoming massively 
entrenched. While the unemployment figure has 
been steadily declining, the proportion of long term 
unemployed has increased since 2009, resulting in a 
troubling situation where currently around 37% of all 
unemployed people are long term unemployed.3

Importantly, our German Strategy Group is critical of 
the current design of German labour market policies, 
which fail to effectively counter the progressively 
worsening situation on long term unemployment. 
Specifically, our Strategy Group criticises the support 

2 For more information, please see: Jantz, B. (2015). Konzep-
tpapier Arbeitsgruppe 3: Arbeitsmarkt, Einkommen, Soziale Sicherung 
(denkraum arbeit), unpublished paper.
3 For more data on this issue, please see: Statistik der Bunde-
sagentur für Arbeit, retrieved from: www.arbeitsagentur.de.
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The SOLIDAR EU Strategy Group reports that German 
public institutions are increasingly relying on the work 
of volunteers as a way of reducing costs. Themselves 
confronted with the pressure emanating from 
(parts of ) the European Institutions to be more cost 
effective, the public institutions have started seeing 
volunteers as a compensatory resource that can offset 
the negative effects of a retreating government, 
and as a way to help shore up the self-sufficiency 
of communities with as little government funding 
as possible. However, our German Strategy Group 
highlights that volunteering by its very nature does 
not provide a sufficiently stable basis to take over tasks 
that are traditionally carried out by the government, 
least of all in health and social services as has been 
previously mentioned. This is especially true when 
this process is primarily driven by a desire to cut 
government expenditure, which results in a lack of 
financing and funding programmes to support the 
increased expectations of volunteering work. 

The targeted transfer of tasks from governmental 
agencies to civil society organisations has brought 
with it the monetisation of volunteering work. While 
payments for volunteers are in of themselves not 
a new phenomenon, it is certainly new that paid 
volunteering incentives are relied on as a matter of 
course. Our German Strategy Group warns that this 
trend entails serious problems, notably a blurring of 
the boundaries between gainful employment on the 
one hand and volunteering on the other. In addition 
to the negative effects described in the previous 
paragraph, the monetisation of volunteering work 
infringes on what would otherwise be opportunities 
for traditional, full-paid jobs.

FIGHTING DISCRIMINATION AND SOCIAL EXCLUSION
Concerning the fight against discrimination and social 
exclusion, the SOLIDAR EU Strategy Group in Germany 
highlights the fact that the number of people in 
Germany affected by poverty and social exclusion has 
remained consistently high in the past five years. In 
2013, 16.2 million people in Germany were affected by 

KFW panel study demonstrates an investment lag of 
€118 billion s at the local level in Germany.6 To make 
matters worse, these issues are even more acute in 
rural and structurally weak regions, where, unlike in 
the booming cities, access to and quality of health and 
social services are faltering.

PROMOTING ACCESS TO AND PARTICIPATION IN 
LIFELONG LEARNING
Despite the strong performance the German labour 
market, the Commission has reported that in the 
future a ‘[…] significant decline in the workforce due to 
demographic change is expected to affect Germany’s 
potential growth, Skills shortages are emerging in 
certain sectors and regions. Germany is trying to 
attract skilled workers from abroad, but there is also 
scope for activating the untapped labour and skills 
potential of the domestic labour pool.’ 7 (Emphasis 
added)

Given this untapped potential in the domestic 
labour pool, it comes as a surprise that the German 
government is not investing in the promotion of 
access to and participation in lifelong learning. 
Notably, the SOLIDAR EU Strategy Group in Germany 
reports that the expenditure on qualifications and 
further education and training has been significantly 
reduced. As mentioned above, the current design 
of German labour market policies is predominantly 
aimed at a rapid placement of unemployed persons 
into a job, while structural support measures are 
lacking. Restricting the scope of work-related 
education and training certainly fits with this design, 
but brings with it the negative effect of putting further 
pressure on unemployed people, especially those who 
are long term unemployed and are in dire need of 
further training and other support measures.

STRENGTHENING ACTIVE CITIZENSHIP AND 
VOLUNTEERING FOR SOCIAL COHESION
6 For more information, please see: https://www.kfw.de/KfW-
Konzern/Newsroom/Veranstaltungen/KfW-Kommunalpanel/
7 European Commission (2014). Assessment of the 2014 national 
reform programme and stability programme for Germany, SWD (2014) 
406 final, 2 June 2014, p. 16.
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responsibilities. Specifically, they demand a renewed 
commitment to implement the key objectives of the 
European Disability Strategy 2010-2020, with the 
ultimate aim of full implementation of the UNCRPD on 
the European and the national level.

PROMOTING, REINFORCING, AND SUPPORTING THE 
SOCIAL ECONOMY
Regarding the state of play of the social economy, the 
SOLIDAR EU Strategy Group in Germany reports that 
the enormous potential for innovation in this sector 
is being hampered by the framework conditions in 
which it finds itself. The introduction of new control 
methods, notably new financing models and forms 
of contract, have resulted in the creation of so-called 
“quasi-markets”, i.e. spheres of action in which market 
mechanisms have been introduced without at the 
same time creating a free market. Replacing the 
focus on needs, these markets have instead lead to 
competition based on wages in parts of the social 
sector, which in turn threatens to undermine their 
quality standards and their credibility.8 Indeed, such 
competition has created a permanent downwards 
spiral at the end of which the formation of growing 
competition from many new and small providers is 
not necessarily to be expected, a more likely result 
is the concentration of a few large providers in the 
particularly profitable segments. Our German Strategy 
Group points out that these framework conditions are 
far from conducive to the proliferation of the social 
innovation that the Commission intended.

8 For more information, please see: Stadler, W. (2013). Strategien 
zur Reform der Freien Wohlfahrtspflege, in: Archiv für Wissenschaft und 
Praxis der sozialen Arbeit, 2/2013, pp. 76–86; Stadler, W. & Steinke, J. 
(2014). Die Freie Wohlfahrtspflege in Europa: Perspektiven in schwierigen 
Zeiten, TuP 65 (2), pp. 87–95; and Steinke, J. (2012). Soziale Innovation: 
Neue Debatten – neue Wege für die Sozialwirtschaft, TuP 63 (6), pp. 440 – 
450.

poverty and social exclusion, corresponding to 20.3% 
of the total population. This constitutes a gulf between 
the rich and the poor in Germany that is greater today 
than it was 30 years ago. Based on these sobering 
facts, our German Strategy Group points out that the 
German welfare state is reaching the limits of what 
it can achieve in the European internal market. The 
enforced austerity policy and increasing competition 
in the social systems have automatically lead to a 
dismantling of the welfare state and an increase in 
inequalities, hampering the system’s abilities to fulfil its 
imperative task to prevent society from drifting apart.

Our German Strategy Group specifically highlights 
the discrimination and social exclusion of people with 
disabilities. In light of the UN Convention on the Rights 
of Persons with Disabilities (UNCRPD) and its binding 
status in Germany, federal social policy has shifted its 
paradigm from a focus on care to promoting the self-
determination and social integration of this group. In 
this regard, the Equal Opportunities for People with 
Disabilities Act (Behindertengleichstellungsgesetz) 
particularly stand out. However, the reality for people 
with disabilities in German society is often still 
characterised by exclusion and a lack of opportunities 
for integration, leading our German Strategy Group 
to stress the need for action and the development of 
more assertive strategies.

It is reported that people with disabilities are 
confronted with a multitude of structural, institutional, 
and legal discriminations in German society, despite 
being legally protected from all of these. Among the 
various manifestations of discrimination this group has 
to deal with, our Germany Strategy Group highlights 
their structural segregation in the education system, 
their unjust disenfranchisement in terms of the right 
to vote, their difficulties building a secure financial 
situation for themselves, and a healthcare system 
that is insufficiently geared towards their care. While 
domestic structures are blamed as reproducing these 
and other inequalities, our German Strategy Group 
also places the European institutions before their 
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