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The economic slump caused by the corona pandemic is likely to
be somewhat less severe in East Germany than in the West -
Implications of the Spring 2020 Joint Economic Forecast and
official regional data for the East German economy

In its spring report, the Joint Economic Forecast Project Group states
that the economy in Germany and the world is almost collapsing as a
result of the corona pandemic. Most countries are severely restricting
economic activity in order to reduce the number of new infections. In
East Germany, the measures are just as drastic as elsewhere in the
country, although the number of infections in West Germany is
currently somewhat higher. However, the restrictions have different
effects on the individual industries, and because their shares in total
production in East Germany differ from those in the country as a
whole (see table), the restrictions are also likely to have slightly dif-
ferent effects.

Table

Economic structure in Germany and in East Germany (2017)
Shares of industries in gross value added

Germany East Germany
(including Berlin)

Agriculture, forestry, fishery 0.9 1.3
Industry including construction 30.5 25.9
of which:

Manufacturing 22.8 15.7

Energy and water supply 2.8 3.8

Construction 4.7 6.1
Services 68.6 72.9
of which:

Wholesale and retail trade, transport,

Accommodation and food service activities 16.0 14.8

Information and communication 4.6 4.1

Financial and insurance activities 4.0 23

Real estate activities 10.6 11.1

Professional, scientific and technical activities;

administrative and support service activities 11.5 1.3

Public administration, defence, education,

human health and social work activities 18.2 24.6

Other service activities 3.8 4,8

Source: Volkswirtschaftliche Gesamtrechnungen der Lander.

In particular, the manufacturing sector in East Germany, which is particularly hard
hit by the slump, has a lower weight of around 16% than in Germany as a whole
(23%), while public service providers, whose production is likely to remain fairly
stable, play a greater role in the east than in the west (25% versus 18%). As a result,
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production in East Germany is likely to decline somewhat less sharply in 2020, by
3.4% according to this forecast (Germany as a whole: 4.2%). In 2021, the increase
resulting from a normalisation of the economy should accordingly be lower than in
Germany as a whole (5% versus 5.8%). The unemployment rate in East Germany, as
defined by the Federal Employment Agency, will rise from 6.4% in 2019 to 6.8% in
2020 and is likely to be 6.5% in 2021.

“The crisis is hitting East Germany in quite a good economic condition. In 2019, pro-
duction here has risen by 1.3% and thus more strongly than in Germany as a whole
(0.6%)”, says Oliver Holtemoller, Head of Department Macroeconomics and Vice
President at the Halle Institute for Economic Research (IWH). He adds that, how-
ever, growth in East Germany outside Berlin was no higher than in Germany as a
whole; the lead was due solely to the high expansion rate of 3% in the capital. For
six years in succession, the economy in Berlin has expanded more strongly than in
Germany as a whole. As a result, Berlin's gross domestic product (GDP) per capita
in 2019 was slightly above the national average for the first time since the year 2000.
In East Germany as a whole, per capita GDP has reached 79% of the German level.
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The IWH list of experts provides an overview of IWH research topics and the
researchers and scientists in these areas. The relevant experts for the topics listed there
can be reached for questions as usual through the IWH Press Office.

The Halle Institute for Economic Research (IWH) — Member of the Leibniz Association was founded in
1992. With its three research departments — Macroeconomics, Financial Markets, and Structural
Change —, IWH conducts economic research and provides economic policy recommendations, which
are founded on evidence-based research. With the IWH's guiding theme “From Transition to European
Integration”, the institute’s research concentrates on the determinants of economic growth processes
with a focus on efficient capital allocation in a national and European context. Particular areas of
interest for the institute are macroeconomic dynamics and stability, microeconomic innovation
processes, productivity and labour markets, the dynamics of structural adjustment processes, financial

stability and growth and the role of financial markets for the real economy.

The Leibniz Association connects 96 independent research institutions that range from the natural.
engineering and environmental sciences via economics. spatial and social sciences to the humanities.

Leibniz institutes address issues of social. economic and ecological relevance. They conduct knowledge-
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driven and applied basic research. maintain scientific infrastructure and provide research-based

services. For further information see http://www.leibniz-gemeinschaft.de/en/home/.
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