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In East Germany, as in the west, the economy is in crisis
Implications of the Joint Economic Forecast Spring 2025 and
new data for the East German economy

In 2024, the economy in East Germany shrank by 0.1% and in
Germany as a whole by 0.2%. The Halle Institute for Economic
Research (IWH) expects stagnation for East Germany in 2025 and
growth of 1.1% in 2026. According to the IWH forecast, the
unemployment rate is expected to be 7.8% in both 2025 and 2026,
after 7.5% in 2024.
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Sources: Volkswirtschaftliche Gesamtrechnungen der Lander, Reihe 1, Linderergebnisse Band 1; Data as of
February 2025 and data as of August 2023 /February 2024.

In its Spring Report, the Joint Economic Forecast Project Group states that the Ger-
man economy has been in crisis since the end of 2023 and that the new US tariffs
and the high level of political uncertainty will have a negative impact on activity in
2025. This also applies to East Germany, even if here exports to the US play a smaller
role than for the West German economy. In 2024, gross domestic product (GDP) in
East Germany fell by 0.1%, which was a bit less than in West Germany (-0.3%). Pro-
duction in Berlin increased by 0.8%, while it fell by 0.5% in the other East German
states. With the publication of production figures in March 2025, East Germany's
GDP has been revised downwards for the past few years (see figure). According to
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the calculations from spring 2024, it was 12.1% higher in 2023 than in 2015;
according to the current calculations, it was only 10.2% higher. The revision of
cumulative growth was particularly strong for Brandenburg (4.5% instead of
11.6%), Mecklenburg-Western Pomerania (7.3% instead of 13.3%) and Saxony-
Anhalt (-0.1% instead of 3.3%). If the East German economy grew slightly faster
than the German economy as a whole over the past ten years, it was only because
services expanded strongly in Berlin.

“In the coming years, a decline in the workforce will place an increasing burden on
the East German economy,” says Oliver Holtemdller, Head of the Department
Macroeconomics and Vice President at the IWH. Already last year, the number of
employees subject to social insurance contributions fell by 0.1% in the east, while it
increased by 0.4% in the west. In addition, the majority of armaments investments
are likely to be made in West Germany, as this is where the German defense industry
is concentrated. Overall, production in East Germany is likely to stagnate in 2025
(Germany +0.1%). Expansion in the following year is forecast to be 1.1%, which is
0.2 percentage points lower than in Germany as a whole. At 7.8% in both 2025 and
2026, the unemployment rate will be slightly higher than in 2024 (7.5%).

Joint Economic Forecast, Spring 2025 Report (in German):
Joint Economic Forecast: Geopolitischer Umbruch verscharft Krise — Strukturreformen
noch dringlicher. Essen, April 2025.
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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 four research departments — Financial Markets; Laws, Regulations and Factor Markets; Macro-
economics; Structural Change and Productivity —, IWH conducts economic research and provides eco-
nomic 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, microeco-
nomic innovation processes, productivity and labour markets, the dynamics of structural adjustment pro-

cesses, financial stability and growth and the role of financial markets for the real economy.
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The Leibniz Association connects 97 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-
driven and applied basic research, maintain scientific infrastructure and provide research-based ser-

vices. For further information, see https://www.leibniz-gemeinschaft.de/en/.
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