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Germany is the pre-eminent political and economic power in Europe at the moment. Both its size and 
its economic success give it a voice stronger than that of any other Member State of the European Union, 
and its geographical presence in the centre of the continent make it the indispensable country. For that 
reason, it is important that Ireland should understand Germany, how it functions and what motivates its 
population and political classes. 

The first chapter of this report gives an overview of mutual perceptions of Germany and Ireland and traces 
the historical contacts between Ireland and Germany over many centuries. Differences of history, society 
and political systems mean that an objective view of Germany requires informed analysis. Day-to-day 
happenings and developments in Germany are well reported in the Irish media, but there are aspects of 
the German constitution, social profile and economy, which are not always immediately obvious. The 
authors of this report hope that it will serve as a complement to the more immediate coverage. Of course, 
it is a snapshot in time, nonetheless many of the major issues identified will remain pertinent over time 
and an understanding of these issues will, hopefully, help policy makers in their dealings with Germany.

This report, entitled Germany: Looking In, Looking Out, is comprised of a series of essays analysing internal 
and external aspects of Germany today. The report might also usefully be read in conjunction with the 
November 2014 publication of the IIEA’s Germany Group, and with the IIEA paper European Migration 
Crisis: Germany’s Response by Erica Lee, because they provide a first introduction to some of the issues dealt 
with in more depth here.

Germany: looking in

The Germany described in this paper is a prosperous, calm, well governed country which has dealt 
with the nightmares of its history and the gigantic economic and social challenge of reunification. It is 
no longer difficult for Germans to consider themselves patriotic or to embrace the symbols of nation, 
flags and anthems. Germany has always had a reputation as a generous host country, with supports for 
migrants and the possibility of employment and social supports, and has been a first-choice destination for 
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refugees and migrants. Chapter 5 of this report acknowledges that it is also a country with demographic 
asymmetries and that its declining and ageing population requires it to constantly replenish its population 
with educated foreign workers. All of this changed dramatically this summer when waves of migrants 
and asylum seekers hit the shores of Europe. The impact of the overwhelming response to the German 
Chancellor’s welcoming stance to receiving asylum seekers and economic migrants, however, has had an 
impact on the public administration, on public opinion, on the position of Merkel’s government and on 
the Chancellor’s own position.

The Chancellor, who in spring 2015 was reported to be contemplating running for a fourth term, now 
finds herself dependent on her coalition allies for domestic support and is completely dependent on the 
EU and other countries to create a humane, rational asylum system which works. As of this moment, the 
Chancellor’s position appears unassailable within Germany, because there does not seem to be anyone 
there who could manage this crisis. However, any failure in the management of the huge influx of asylum 
seekers into Germany could lead to long-term damage to her and her governing coalition. Domestic 
policies and Germany’s view of itself are the determinants in Germany’s actions on a wider stage and it is 
on this stage that Ireland is most impacted. 

Germany: looking out

In so far as Germany’s external relations relate to trade and economics, Chapter 4 of this report highlights 
the nature of its policies. The unique character of the German economy with its focus on stability and 
its dependence on high-level manufacturing determines the nature of its trade relationships. The trade 
relationship with China is crucial and political structures have been put in place to support this.

In terms of foreign policy, Chapter 10 of this report demonstrates that Germany has developed its 
independent foreign policy positions in the international arena. Its particular relationship with Russia, 
which has existed for many centuries, became evident in the leadership shown by Chancellor Merkel during 
the most acute stage of the Ukraine crisis and has given the Union a particular window of opportunity. 
This is also true with regard to China. Furthermore, although it is anchored in the Atlanticist camp, its 
relationship with the US was particularly soured by evidence of US spying in Germany earlier in 2015. 

German involvement internationally on security issues is more contested. Any involvement of German 
armed forces overseas has been a matter of intense public debate: some believe that a country of Germany’s 
size and influence has a duty to intervene; others are of the view that, given Germany’s history, there 
should never be extra-territorial intervention of any sort. A particular difficulty remains as to whether 
German forces could ever, for constitutional reasons, take part in multi-national forces. Chapter 6 of this 
report offers an analysis of how recent public debates and the development of the White Paper on Defence 
have opened the way to a more coherent and reliable defence and security strategy for Germany.

What happens in Germany is of considerable importance for Ireland and not just because of its economic 
importance. Germany has been one of the main drivers of European integration since the very beginning. 
Even in the ‘fifties, when European integration was first mooted, Chancellor Adenauer was clear that 
West Germany would be a founder member and stout supporter of the project. Although membership 
brought a clear economic benefit for West Germany, the political choice was more important. 
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As might be expected, given its size and economic power, Germany is today the dominant voice in the 
Union, partly due to the diminution in the status of France and partly due to the increasing introspection 
of the United Kingdom. Germany also has one of the longest serving heads of state, Chancellor Merkel, 
whose dominance in her own government is considerable, and whose strength and longevity has given 
her extraordinary stature within the Union. How this dynamic plays in its relations with the other ‘key 
actors’ in the EU is the topic of several of the later chapters. Chapters 7 and 8 discuss German relations 
with Poland and France. Chapter 9 addresses the role that Germany will play as one of the leading actors 
in the forthcoming EU negotiations with the United Kingdom over the terms of the latter’s continuing 
membership of the Union. There is no doubt that Germany would like to see the UK remain, because 
its presence strengthens the trade friendly, more ‘northern’ group at the negotiating table. Its ability to 
build coalitions to provide the terms which might satisfy the UK could be crucial on an issue which 
means so much to Ireland. The unique nature of the German economy with its focus on stability and its 
dependence on high level manufacturing determines the nature of its trade relationships. 

Another issue, which is raised in this report is the need for Ireland to be aware of the attitude of Germany 
to its role within the Union. Germany, for its own reasons, brings a great deal to the Union, and gives it 
a regional and global status, which the EU might not otherwise have. At the same time, it is essential that 
Ireland should remain aware and sensitive to the institutional balance within the Union. The increasing 
centralisation of decision making in the European Council (first signalled by Chancellor Merkel in a 
seminal speech on ‘the Union Method’ at the College of Europe in Bruges on 2 November, 2010) brings 
considerable risks of a move away from the Community method, the rules-based system, which has 
always been so dear to the smaller states in the EU (under the auspices of the European Commission). 

Chapter 3 of this report provides an informative and in-depth analysis of the constraints on the German 
government because of the Constitutional Court, which impact its relationship with the ECB and its 
freedom of movement in regard to Eurozone monetary policies. The author concludes that these intricate 
relationships and constitutional constraints make further European constitutional change particularly 
sensitive. 

The domestic political challenges faced by Chancellor Merkel are outlined in Chapter 2. These challenges 
are intricately interwoven with the external political environment. For example, the rise of PEGIDA and 
the AfD in Germany mirrors a worrying trend in many EU Member States. Furthermore, the strength 
of German political, economic and legal institutions, has a significant impact on Germany’s EU policy. 

This report strikes a rich vein in terms of understanding the motivations, which underlie the politics 
and policies of Germany. It is best received as an attempt to assist policy makers and the wider public in 
understanding Germany today. 

Work of the IIea’s Germany Group

The Institute of International and European Affairs works by means of Working Groups, made up of 
experts in the field, working on a voluntary basis and serviced by research staff. The members of the 
Germany Group have published a number of papers on different topics on the IIEA website. This time 
last year, the members of the Group undertook a trip to Berlin and met a wide range of politicians and 
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analysts. The report was published on the IIEA website. There have also been a considerable number of 
events, at which distinguished commentators have shared their views on developments in Germany.

However, the Group felt that it would be important to publish a broader and more comprehensive piece. 
Germany is crucial to Ireland because of its size and influence, but there are aspects of German life and 
policy which are not well understood by Irish audiences, and it was felt that it could be useful to have a 
number of essays on specific aspects.

Each author is an expert in his/her field. The views expressed are those of the author and the editors and 
do not necessarily reflect the views of either the Group as a whole, or the IIEA.

acknowledgment and thanks

As Chair of the Germany Group I would like to thank Jill Donoghue and Kathryn O’Donovan for their 
work in supporting the Group and in particular for their editorial work on this report.

In particular, I would like to express my admiration to my colleagues, for the depth of their knowledge, 
their discipline in committing this to paper within the agreed time scale and for their collegiality as a 
working group.

Katherine Meenan,

IIEA Germany Group Chair

Germany: lookInG In, lookInG out 

I Iea 4

06



Irish-German political relations do not function in a vacuum but are intertwined with broader cultural 
developments in the everyday life of citizens. A brief glance at mutual national perceptions in Ireland and 
Germany, which both respond to and influence political developments, may therefore be appropriate.

Historical aspects 

Mutual perceptions have traditionally been largely positive. Ireland has a strong and positive relationship 
with Germany politically, economically and culturally. Irish people may, nevertheless, at times have a 
tendency to see this relationship in purely economic terms as net beneficiaries/recipients of German 
financial and industrial support. However, the connections between the Irish and the Germans go back a 
long way and, for much of this time, Ireland has contributed a great deal to its relationship with Germany. 
The first notable links between Ireland and the German world were forged by Irish monks in the 6th and 
7th centuries. 

In 1709, almost 3000 Germans from the Palatine region (an area to the west of Mannheim) relocated 
to rural Ireland as part of a plan by Irish landlords to increase the Protestant tenant population. Over 
two thirds left again over the following years. However, a number settled in various parts of Ireland, in 
particular around Rathkeale, Co. Limerick where today there is an Irish Palatine Museum and Heritage 
Centre and where some of their descendants still live.

In more recent times, ‘Operation Shamrock’ in 1946 saw the Irish Red Cross bringing over 500 German 
children who were war refugees to Ireland. This action is still widely remembered with gratitude today by 
older Germans. The sculpture of The Three Fates presented to Ireland in 1957 by the German government 
in recognition of this, can today be seen at the Leeson Street Gate of St. Stephens Green.

The fall of the Berlin wall in November 1989 ignited a heated debate in European capitals on the potential 
unification (or reunification, in German terms) of East and West Germany. In an EU of 12 states a 
number of the largest, notably the UK under Margaret Thatcher and France under FranÇois Mitterrand 
were opposed to any unification, at least in the short term. Helmut Kohl in his memoirs recalled how, at 
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a Heads of State dinner in December 1989, Margaret Thatcher told the gathering: ‘We have defeated the 
Germans twice, and now they’re back.’

Ireland, with Charles Haughey as Taoiseach, assumed the EU presidency in January 1990. He supported 
German reunification and called a special EU summit in Dublin in April 1990 where this was a main 
agenda item. It is widely acknowledged that Haughey’s personal interventions and diplomacy in support 
of German reunification was a major factor in the decision of the summit to “warmly welcome German 
reunification”. It earned both him and Ireland the grateful thanks of the then Chancellor Helmut Kohl 
who often said that it was something “that I and the German people will never forget”.

mutual images

The upcoming 2016 centenary celebrations of the Easter Rising will serve as a reminder of the role 
Germany has played in Ireland’s nation building process. From the Casement mission of 1916 onwards, 
through the establishment of the Shannon Scheme in the 1920s and the locating of German companies 
in Ireland providing employment since the mid-1950s, the German attitude towards Irish political and 
economic objectives in the context of the European Union and its predecessors has been by and large 
supportive. This has generated a widespread positive attitude in Ireland towards Germany. As the most 
recent opinion poll on Irish-German relations conducted by the Irish Times in 2012 indicates,1 this has 
remained consistent even after the onset of the recent fiscal turmoil: 64% of the respondents were of the 
opinion that Germany was doing enough or even too much (20%) to resolve the crisis in the Eurozone, 
as opposed to 24% who were of the opposite view. This is not to negate the persistent and very vociferous 
criticism of German-induced austerity measures in some quarters of the Irish media and on the left. 

German public opinion has equally tended to be positively disposed towards Ireland, as evidenced also by 
the steady stream of German tourists visiting Ireland ever since Heinrich Böll published his classic Irisches 
Tagebuch in 1957; this, in turn, has provided a significant revenue stream for the Irish economy. There 
was a dip in German popular sentiment about Ireland during the boom years, which was generated by 
disenchantment with perceived consumerist excesses in Ireland and elsewhere in the EU, when Germany 
was experiencing a recession 

In this context, an increasingly critical view of German contributions to European Union funds became 
prevalent in often short-sighted and simplistic analyses in the German popular press – about those 
countries believed to have benefited both from such funds and from the new globalised neoliberal world 
order. As the Irish Times Berlin correspondent, Derek Scally, argued, Ireland after the crisis, perhaps to 
the dismay of many Irish observers, corresponds to the distorted Romantic German perception of the 
country with its predominant associations of countryside, landscape (60%), pubs, alcohol (20%) and 
Agriculture (17%)2 much better again than it did during the Celtic Tiger building-boom and the high 
finance in the Dublin Docklands. 

1 Irish Times (2012) “Germans hold better opinion of Ireland than other EU bailout states”. Available at: http://www.irishtimes.com/news/
germans-hold-better-opinion-of-ireland-than-other-eu-bailout-states-1.732708
2 Irish Times (2012) “Germans hold better opinion of Ireland than other EU bailout states”. Available at: http://www.irishtimes.com/news/
germans-hold-better-opinion-of-ireland-than-other-eu-bailout-states-1.732708
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The relatively positive and constructive relationship between the two governments reflects, and feeds into, 
these positive public sentiments in Germany towards Ireland, which was shored up by Ireland’s apparent 
adherence to fiscal consolidation measures broadly favoured in Germany, notwithstanding a palpable 
disenchantment with Ireland’s dogged defence of its corporation tax policies. However, nothing should be 
taken for granted: the refugee crisis can very easily tip popular opinion in Germany in an instant, if other 
EU Member States, in particular those perceived to have benefitted substantially from EU membership, 
are regarded as not ‘pulling their weight’. 

The development in Germany and Ireland of more extensive personal contacts and better information 
about each other’s country are the most effective ways of influencing popular opinion. The ever increasing 
numbers of young people in Germany and Ireland who have benefited from the ERASMUS/SOCRATES/
LEONARDO exchange schemes, which facilitate experiences of the other country, have made this 
particular programme perhaps the most beneficial of all EU programmes in terms of creating a sense of 
European togetherness and European citizenship.

Increased knowledge about the other country is imparted by the media, and in this respect, at least in 
the print media, Ireland is arguably better served than Germany, where reports on Ireland too easily fall 
prey to deeply embedded national stereotypes. As the case of the Irish Times correspondent, Derek Scally, 
proves, the permanent residency of a correspondent can perform an extraordinary service for public 
debate generally. 

education policy

A more long-term strategy to combat simplistic assumptions and facile perceptions can be effected by 
the education system, and this ought to be reflected in educational policy. Without knowledge of the 
German language, insights into Germany and its structures will always remain superficial. In Ireland, 
modern languages, and in particular German, appear to be recovering at secondary and tertiary level after 
a marked decline during the boom years.3 That the take-up of modern languages can be influenced by 
policy decisions (coupled by additional investment) is evidenced by the extraordinary improvement of the 
fortunes of the subject of German between 1990 to the early 2000s. 

In the Irish educational system, a stronger commitment towards European Studies, e.g. in the context 
of the planned introduction of Social and Political Studies at second level and a revitalisation of the 
Centres for European Studies with a broader public remit at third level, can contribute to a greater 
awareness of the EU framework that links both countries. The Institute of International and European 
Affairs has continued to play its independent advisory policy role, while the Goethe Institute and the 
University of Limerick’s Centre for Irish-German Studies, and other tertiary educational institutes in 
Ireland, have also performed important public educational functions, with the latter, uniquely, operating 
outside the capital. Additional benefits will accrue from overcoming the separation between the ‘cultural’ 
and ‘political’ spheres and from closer co-operation between all players involved in Irish-German relations 
in the public sphere in Ireland, which also include the German Embassy and the German-Irish Chamber 
of Commerce.

3 Curiously, perhaps, this development appears to have had less of an impact yet in Institutes of Technology where the decline was most 
dramatic, down to the point of extinction in some cases.
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In Germany, the teaching of English is universal. However, this has not led to deeper insights into 
contemporary Ireland beyond the widespread clichés, at a time when better and deeper understanding 
of the structures and strictures of other Eurozone members is becoming more and more crucial and 
urgent. After a remarkable interest in Irish Studies in the 1970s and 1980s in German universities, the 
area has gone into near terminal decline. Sadly, this development was mirrored by Celtic Studies where 
the proverbial and much proclaimed German interest in the Irish language had remained a major point 
of academic contact throughout the twentieth century. The reasons for this decline are manifold and for 
the most part of a structural nature; there is no evidence that the popular interest has waned, in fact, 
on the contrary, judging by tourist numbers it is increasing. We have now reached a situation where 
among the hundred or so German universities, not a single one displays any serious interest in Ireland. 
The disappearance of Ireland as a study area from German universities should be of concern for all those 
who work towards better mutual understanding. Serious consideration might be given to redressing this 
imbalance. 

In conclusion, it is fair to say that it will require more than one single strategy to improve the visibility 
of Ireland in Germany and to foster a greater understanding of Germany in Ireland, but the aggregate 
outcome of several strands of active intercultural and policy engagement from government to government 
relations, to interpersonal contacts at student and business levels, to informed reporting in the media, 
should contribute to a better and more profound mutual understanding and friendship between these 
two European partners. 
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the federal system and its implications for decision making

Germany is a country with strong regional traditions. Historically it has resisted the kind of centralising 
currents evident in other European countries. This is reflected in the federal nature of government, the 
importance of federal institutions and the strength of regional loyalties. 

The German Constitution, known as ‘the Basic Law’, provides for a federal system. The Basic Law does 
not provide for a definitive distribution of functions between the German Federal States, known as the 
‘Länder’, and the Federal Government. The Federal Government’s competence must be explicitly and 
specifically authorised by the Basic Law.4 In reality, the Federal Government utilises almost all of its 
enabling powers and dominates the Federal structure. The Federal Government has exclusive competence 
in areas such as foreign affairs, national defence, national citizenship and currency. In terms of the executive 
administration, the Länder enjoy very significant executive power. 

The federal legislative structure is made up of the Bundestag and Bundesrat. The Bundestag is elected 
for four years5 and the Basic Law sharply restricts the power to dissolve the Bundestag. It can only be 
dissolved by the President if either the proposed election of a Chancellor fails6 or if the Bundestag refuses 
to support a vote of confidence and the Chancellor then proposes dissolution.7 The Bundestag cannot 
decide on its own dissolution. The Bundestag is elected directly. Fifty per cent of its members are elected 
by way of party lists according to proportional representation. The Basic Law provides that members of 
parliament shall be representatives of the whole people and shall not be bound by any instruction other 
than their conscience.8 Most important decisions are assigned to the Bundestag. In particular it acts as 
legislator. It enacts the budget, elects the leading personnel of the Executive and judiciary, and supervises 
and keeps a check on the Executive. 

4 Articles 30, 70 and 83, Basic Law for the Federal Republic of Germany
5 Para (1) of Article 39, Basic Law for the Federal Republic of Germany
6 Article 63, Basic Law for the Federal Republic of Germany
7 Para (1) Article 68, Basic Law for the Federal Republic of Germany
8 Para (1) of Article 38, Basic Law for the Federal Republic of Germany

Chapter 2 
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Within the federal decision-making structure the Länder are directly represented by the Bundesrat - the 
Federal Council. The Bundesrat is not an upper house in the sense of the U.S. Senate for example. It is 
in many ways more akin to the Council of Ministers in the European Union. Its membership is allocated 
very broadly on a population basis between the Länder, weighted in favour of the smaller members of 
Bund. The actual members are Ministers in and representatives of the state (Land) governments with the 
Minister President technically the leader of the state delegation. 

These representatives are appointed and subject to recall by those governments. They are bound by the 
instructions of their government and can only vote unanimously for their respective Land. Each Land is 
entitled to at least three voting members but Länder with more than two million people are entitled to 
four votes, those with more than six million people have five votes and those with more than seven million 
have six votes. The representatives represent the Länder in their corporate capacity and not the people 
directly and accordingly represent the Land government with one voice in the Bundesrat irrespective of the 
partisan makeup of that government. This means that where there are coalitions in the state governments 
- as there are at present in all but two - the parties in government must agree on a position. Otherwise they 
must abstain, which counts as a vote against a measure. In practice, most of the work of the Bundesrat 
is carried out by civil servants from the state capitals with liaison through the representations that the 
Länder maintain in Berlin. Significantly, most also maintain sometimes sizeable offices in Brussels.

The Bundesrat is not legally a parliamentary body but it does enjoy a right to participate in the federal 
legislative process. It has a suspensive veto over proposed legislation generally and an absolute veto over 
all proposed legislation affecting the vital interests of the Länder e.g. constitutional amendments, state tax 
revenues and the administration of federal law by the Länder. The Bundestag can override a suspensive 
veto by an absolute majority of its members. If the objection is adopted by a majority of at least two-
thirds of the vote of the Bundesrat, the rejection by the Bundestag requires a two-thirds majority as well.9 
Where approval is required its absence means the proposed legislation fails. Thus the Bundesrat de jure 
has a significant role in deciding on European policy and legislation.

Notwithstanding that the Basic Law divides legislative power between the Federation and the Länder, 
much of the law-making authority has shifted to the Federation. Accordingly, most laws enacted in 
Germany are federal laws. However, the administration of these laws is mainly the responsibility of the 
Länder. The rationale for this ‘administrative’ federalism is that it encourages flexibility and provides for 
the opportunity of moulding national policy to local conditions. 

While Germany has espoused the cause of closer European integration, the Länder (particularly Bavaria) 
have been anxious at the loss of powers to the European institutions. Land/Bund tensions over competences 
and power are often debated against a European background though not, so far at least, with the degree of 
essentially Eurosceptic tones evident in similar debates elsewhere. However this is an important element 
in how German policy on European issues has evolved. Berlin must take account of attitudes in the 
Länder. While the CDU/CSU are comfortably the largest party in the Bundestag and the senior partner 
in the federal government, the CDU's relative weakness at state level reinforces this.

Since the Maastricht Treaty, the Länder have strongly asserted their rights to be involved in decisions on 

9 Para (2-4) of Article 77, Basic Law for the Federal Republic of Germany
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European policy. This is driven by concerns over the expansion of powers at EU level into areas specifically 
within the Länder competence but also by more general fears of loss of control. This fed into the debate 
on federal reform a decade or so ago that led to the Bundesrat's powers being more closely defined and 
codified.

Since, in practice, so many powers are at state level in Germany especially in areas such as taxation and 
budget, German decision-making has to involve the Länder from the outset. In practice the preparatory 
processes at party and civil service level mean that EU issues rarely come to a head formally in the 
Bundesrat. Despite its apparent influence as a body it rarely takes the decisive position on Germany's 
European policies or a line that has not already appeared in the general debate on EU issues. The influence 
of the Länder and their key role in the practical administration of most government tasks means that their 
concerns are almost inevitably included in the evolution of German positions on European policies. 

the Constitutional Court 

The Constitutional Court, based in Karlsruhe, exercises an important role in  ensuring that the Basic 
Law - the German Constitution - is respected, including in issues affecting German policy on European 
integration. The Court has not been slow to assert its views. Thus in arriving at national positions the 
German government must be conscious of the potential impact of a reference to the Court. The Court 
has been particularly vigilant in demanding democratic control over EU policies and in ensuring that 
human rights standards in the Basic Law are asserted. However so far it has not come into direct conflict 
with the European Court of Justice in exercising  judicial control on EU policies, sounding warnings 
rather than putting down a block. However, its opinions are an important contribution to the debate 
on European integration in Germany and limit the room to manoeuvre available to the federal government.  
The role of the Constitutional court is analysed in detail in Chapter 3 of this report.

German public opinion and politics

German public opinion remains broadly favourable to European integration. However, a suspicion 
of ‘Brussels’ which had always been evident, has increased — especially since the SchrÖder years 
after 1998 when Berlin was not slow to blame Brussels for problems. Germany experienced a 
long period of economic difficulty from the late nineties well into the last decade. The public 
paid a price in living standards to maintain the competitiveness of the German economy and, 
of course, for the cost of unification. This has had an impact on support for closer integration. 
 
The crisis in the Eurozone has not helped. The residue of unhappiness at the loss of the Deustche Mark 
- the symbol of post-war economic success – continues to exist. This is despite the fact that the Euro 
has benefited the German exporting sector — an effect less often acknowledged than it might be by the 
German government. The fact that dealing with the Euro crisis from 2011 seemed to involve constant 
demands on Germany has diminished confidence in the European Union and reinforced Euroscepticism.

While the German reaction to the current refugee crisis has been exemplary, immigration is a very sensitive 
issue for German public opinion especially in the East and in Bavaria. Unhappiness with the influx of 
refugees has strengthened Eurosceptic movements like Alternativ für Deutschland (AfD), and PEGIDA 
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(Patriotic Europeans against the Islamisation of Europe), the grassroots movement operating mainly in 
the East. 

Chancellor Merkel is now in her third term and has been in office since 2005. She leads a grand coalition 
with the Socialists and the Bavarian conservative CSU. Politically, the Chancellor has been dominant in a 
way not seen since the height of Chancellor Kohl's influence in the early nineties. However, her position is 
being severely tested by the growing reluctance among the German public to continue to accept the flow 
of refugees at its present level. This has caused tensions within the Federal government. The CSU claims 
to have forced a hardening of the German position on accepting refugees and the Chancellor’s initially 
open attitude has brought unprecedented levels of criticism within her own party. 

Germany is expecting its EU partners to take a greater share of the refugees and this has been resisted 
especially by the Member States in the East who are bearing the brunt of the refugee arrivals and who 
blame Germany for encouraging refugees to travel. Failure to find a solution will inevitably lead to further 
disenchantment with the EU in Germany and reinforce the Eurosceptic forces.

While the CDU/CSU is dominant at federal level, the situation at Land level is not quite so good. Only the 
CSU, which is a separate party, holds power in a Land on its own – in Bavaria. Where it is in office the CDU 
is in coalition with the SPD in four governments and in one with the Greens. The SPD while weak at the 
federal level, is in government in most of the Länder. The Greens have established themselves as a party of 
government and are potentially a significant force at federal level. The FDP have seen a catastrophic decline 
in recent years and are currently absent from the Bundestag (though the party has seats in the European 
Parliament where the five per cent rule does not apply, and in six Länder). The other significant group is 
Die Linke whose core remains rooted in the old SED (Socialist Unity Party of Germany) and in the former 
East Germany but which has developed as a left party in opposition to the SPD (it is the fourth party in 
the Bundestag and even has a modest representation in four state parliaments in the West of Germany). 
 
Alternativ für Deutschland came on the scene in 2011 as a Eurosceptic party. It has enjoyed some electoral 
success and is represented in the European Parliament and in five federal state parliaments. It has shown 
a tendency to split but its recent move to the right may help it to capitalise on the refugee crisis and to 
exploit the discontent fanned by the PEGIDA movement. 

Next year will see elections in five Länder and there will be a federal election in 2017. There are no 
obvious rivals or successors to Chancellor Merkel among the leadership of the CDU/CSU at present. The 
SPD at Bund level is weaker than at almost any time previously but the resilience of the Greens and the 
strength of the environmental lobby in Germany suggests that an SPD/Green coalition or even a coalition 
with the conservatives (as at present in the formerly staunchly CDU Baden-Wurttemberg) is not entirely 
out of the question. Whether AfD do well enough to get into the Bundestag will also be a factor. 

German reunification 

Almost inevitably, reunification has proved to be a more difficult and prolonged process than was predicted 
at the time, especially by Chancellor Kohl. The cost alone has been (and remains) a heavy burden on the 
German economy and a challenge for German society. It has contributed to the difficulties of the economy 
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in the two decades following the fall of the Wall. Much of the existing industry and services in the East 
did not survive the change, and while unemployment in the East has recovered from the levels reached in 
the nineties it is still above the national average. Political integration has not been without its problems 
and the effective successor to the old single party SED continues to exist as Die Linke and to play an 
important role in government in the East, where it is part of the coalition governments of two Länder. 
 
Despite these obstacles, reunification has to be deemed a success. It was certainly preferable to a 
continuation of the old East Germany after the fall of the Wall, as some important figures in the West 
were advocating at the time. Recent public opinion polls by the Eastern regional broadcaster MDR 
show that three quarters of people in the new Länder regard reunification as a positive achievement and 
interestingly, there was a broadly similar result among those polled in the West. Significantly, more than 
90% of those polled in the East aged 14 to 29 were positive. Both the Federal President and the Federal 
Chancellor are of East German origin. By and large, the political system of the Federal Republic has been 
replicated in the East with coalitions across the political spectrum including Die Linke.

Despite the success of reunification the East still faces problems - unemployment as mentioned, the loss 
of young people to the more prosperous regions in the West and the reluctance of industry to establish 
in the East. The solidarity measures to support the new Länder come up for review in 2019. This will 
reignite the debate of how effectively they have been integrated. One worrying sign is the level of right 
wing extremism and xenophobia in the East. This was apparent in the nineties and has not really abated. 
Significantly, the anti-immigrant (and anti-EU) movement PEGIDA has had its main focus in Dresden, 
the capital of Saxony (and a showcase city for the achievements of a united Germany).

Overall, the challenges of immigration, integration and disenchantment in the east are likely to colour 
the domestic political fabric of Germany. With general elections looming in 2017, the domestic political 
agenda is likely to have a significant impact on Germany’s engagement with the EU. 
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A fuller understanding of Germany’s approach to the European Union and, more particularly, to the 
financial crisis cannot be obtained without an appreciation of the German constitutional structure.

the basic constitutional structure

The German Constitution, known as ‘the Basic Law’, provides for a federal system and controls the entire 
German legal order. Articles 1, 19, 20 and 79 are of particular importance. Article 1(3) declares that the 
fundamental rights listed in the Basic Law, including the inviolable principle of human dignity, binds the 
legislature, the executive and the judiciary, and is directly enforceable law. Article 20 makes legislation 
subject to the constitutional order and binds the executive and the judiciary to law and justice. Articles 
19 and 79 reinforce the principles of the Basic Law’s supremacy. Article 19(2) prohibits any law or 
governmental action that undermines “the essential content of [any] basic right.” Article 79(3) contains 
the so-called ‘Eternity Clause’ which bars any amendment to the Basic Law “affecting the division of 
the federation into Länder, their participation in the [national] legislative process or the basic principles 
laid down in Articles 1 and 20.” While the provisions of Articles 1 and 20 may appear to be general and 
aspirational, they have through judicial interpretation acquired a very significant substantive content. 
Those provisions have become very influential in the constitutional assessment of the validity of laws and 
in particular in the assessment of the extent of the constitutionally permitted participation by Germany 
in the European legal order and more particularly in treaty changes (especially those such as Maastricht 
and Lisbon, fostering a closer union). 

The Basic Law has a unique provision, which on its face appears to support a vibrant and strong united 
Europe. Article 23 provides that the State, with a view to establishing a united Europe, is committed to 
democratic, social and federal principles to the rule of law and to the principle of subsidiarity and that 
guarantees a level of protection of basic rights essentially comparable to that afforded by the Basic Law.10 
This explicit commitment to Europe is, however, subject to the other provisions of the Basic Law. As 
explained below, those provisions of the Basic Law have a significant role in determining the extent to 

10 Para (1) of Article 23, Basic Law for the Federal Republic of Germany
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which German sovereignty can be transferred to the European Union. 

Article 23 is particularly interesting in that it explicitly involves the Bundestag and Bundesrat in European 
matters and is to be contrasted with the constitutional and legislative position in Ireland. The article 
makes explicit provision for the participation of the Bundestag and the Bundesrat in matters concerning 
the European Union and requires the Federal Government to keep the Bundestag and the Bundesrat 
informed comprehensively and at the earliest possible time.11 In addition, before participating in legislative 
acts of the European Union, the Federal Government must provide the Bundestag with an opportunity 
to state its position and the Federal Government must then take that position into account during the 
negotiations. Legislative powers exclusive to the Länder concerning matters of school, education, culture 
or broadcasting are primarily affected. The exercise of the rights belonging to the State as a member of 
the European Union are required to be delegated by the Federation to a representative of the Länder 
designated by the Bundesrat and those rights then are exercised only with the participation and in co-
operation with the Federal Government. 

the special role of the Bundesbank and of the German Constitutional Court

The Bundesbank and the Bundesverfassungsgericht (BVerfG, the German Constitutional Court, hereafter 
referred to as the Constitutional Court) play a central role in the formation of German policy positions 
relating to the European Union. Both institutions are extremely powerful, popular and influential. They 
both enjoy a constitutional foundation and are protected by the Basic Law. Article 88 of the Basic Law 
explicitly grants autonomy to the Bundesbank and article 93 provides that the Constitutional Court shall 
rule on the interpretation of the Basic Law and on disputes concerning the extent of the rights and duties 
of other constitutional organs. The decisive role played by both institutions in the European context has 
been graphically highlighted during the financial crisis. The equivalent institutions of no other Member 
States play such a role in, or exert such influence over, European developments. 

Jacques Delors remarked in 1992 that: “Not all Germans believe in God but they all believe in the 
Bundesbank”. The Bundesbank exerts a critical and frequently decisive influence on German economic 
policy and on the German Government’s approach to European measures within the economic and fiscal 
sphere. Through this influence the Bundesbank also exerts very significant influence on the policy of the 
European Union within those areas. 

The Bundesbank’s assessment of relevant European Union measures within its sphere of responsibility 
has, in turn, proved to be of considerable importance in some decisions of the Constitutional Court. 
Given the extent of the Constitutional Court’s role in assessing the validity of legal acts and measures 
by reference to the Basic Law, the Bundesbank’s influence has the potential to extend beyond its own 
announcements and decisions. 

The Constitutional Court has, over the years, asserted its complete independence from other constitutional 
organs and has grown into the role prophesised by Werner Weber in 1949. He predicted that there 
would be “hardly a single essential development in our constitutional life that cannot become embroiled 
in a proceeding before [the Constitutional Court]… Thus are the gates thrown open, despite various 

11 Para (2) of Article 23, Basic Law for the Federal Republic of Germany
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warnings and terrifying precedents from earlier times, to the double danger of a juridification of politics 
and politicisation of justice.”12 In this role the Constitutional Court exerts a decisive influence both on 
the future development of the European Union and on its ability to address the economic and fiscal 
problems, which presently beset it.

The influence of the Bundesbank and Constitutional Court

As will be explained below, the influence of the decisions of the Bundesbank and the Constitutional 
Court can have very significant impact on Ireland and ultimately on the European Union.  Both of these 
bodies in fact enjoy far greater influence in the European Union than Ireland and most other Member 
States. They also significantly affect and limit Germany’s options in finding solutions to the present 
economic and financial problems.

While both the Bundesbank and the Constitutional Court are entirely independent of each other, the 
Constitutional Court displays great respect for the Bundesbank and its role and policies. This is evident 
from a number of judgments of the Constitutional Court and is strikingly manifested in the Constitutional 
Court’s judgments of January 2014, on the issue of the legal validity of the September 201213 decision of 
the Governing Council of the European Central Bank (ECB), to enter into the conditional bond purchase 
programme known as “the outright monetary transactions (OMT). It is clear from the Constitutional 
Court’s judgment that it accepted many of the Bundesbank’s concerns, relating to the nature and effect of 
this programme, in its assessment of the programme’s compatibility with European Union law.

There is no appeal from the decisions of the Constitutional Court and its judgments bind both the 
German Government and the Chancellor. Accordingly the Constitutional Court’s determinations with 
regard to the constitutional validity of laws implementing European measures and treaties are decisive 
and final with regard to German participation in, and implementation of, these legal measures. This 
constitutional oversight influences and ultimately limits the approach of the German government to 
treaty change and to legislative measures, and in particular to legislative measures which could impact on 
the role and powers of the organs of German government at a federal level. The Constitutional Court has 
placed great emphasis in this regard on the need to protect the budgetary responsibility of the Bundestag 
under article 38 (SEC.1) of the Basic Law.  As the Constitutional Court declared in its judgment of 18 
March 2014,14 rejecting the constitutional challenge to the Eurozone’s permanent bail-out mechanism 
(the European Stability Mechanism, or ESM) and the Fiscal Treaty, the Basic Law not only prohibits the 
transfer of Kompetenz to the European Union or to its institutions, it also prevents German constitutional 
organs from granting blanket empowerments for the exercise of public authority.

Those two recent judgments of the Constitutional Court affirm its continuing, and if anything, growing 
influence on the European Union. On the other hand monetary union has, in formal terms, diminished 
the power of the Bundesbank in that Germany, like other Eurozone Member States, has transferred to 
the European System of Central Banks (ESCB) exclusive power over monetary policy.15 The Bundesbank 
is now integrated into the ESCB, which is entrusted with the task of issuing money and stabilising the 
12 Werner Weber, “Weimarer Verfassung and Weimarer Verfassung” Gottingen: Fleischer, 1949, pp. 25-26
13 BVerfG, (2014), 2 BvR 2728/13  
14 BVerfG, (2014) 2 BvR 1390/12 
15 Article 127 Treaty on the Functioning of the European Union 2012/C 326/01
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currency. The Bundesbank, in common with all other central banks, has only one vote amongst the 18 
Euro Member States and ECB directors sitting on the ECB Council. 

However the focus on the formal powers of the Bundesbank ignores its continuing, and apparently 
unassailable role, in influencing German politics and public opinion. This role ensures that in reality the 
Bundesbank exerts enormous influence on ECB policy and through it on the economies of Eurozone 
members and indeed of the wider European Union. In particular the Bundesbank enjoys a very significant 
capacity to frustrate the implementation of ECB policy. 

The practical impact of such influence

The Bundesbank’s opposition to the ECB’s outright monetary transactions (OMT), despite President 
Weidmann’s membership of the ECB Governing Council, was openly acknowledged by President Draghi 
on 2 August 2002, when he spoke of possibly unlimited purchases of sovereign bonds under the OMT.  
The Bundesbank publicly expressed concerns that by printing reserves to finance bond purchases the ECB 
would ease the pressure on governments to maintain fiscal discipline. It also expressed a concern that ECB 
actions might ultimately impose costs on German and other taxpayers if the bonds purchased were not 
repaid in full. 

Apart from publicly expressing its criticism of the OMT, the Bundesbank, in December 2012, extensively 
challenged the constitutional validity of the ECB’s OMT Decision in its submission to the Constitutional 
Court. In those submissions the Bundesbank stated that the European Monetary Union was created as a 
“Community of countries which have assigned responsibility for monetary policy over to the supranational 
level, but which continue to decide on fiscal and economic policy primarily at international level and 
which deliberately did not enter into a liability or transfer union” and that as a consequence OMT, which 
was an instrument of economic policy, could not be introduced by the ECB which had no competence 
in that area. 

The Bundesbank’s support for the legal challenge to the OMT has enormous implications for Ireland, 
for other Euro Member States and for the European Union generally. Many experts believe that the 
OMT decision had a more decisive effect than any other European action in achieving financial stability. 
The ECB adopted its decision on OMT in order to correct distortions in financial markets. The ECB 
maintained that market fears blunted its ability to conduct monetary policy and that action was necessary 
to remove the threat of exit and improve the liquidity of Eurozone members whose borrowing power was 
diminished. These immensely important objectives did nothing to diminish Bundesbank objection. The 
market reaction to the OMT announcement, however, was swift and positive. The mere announcement 
of the OMT (without its implementation) achieved the ECB’s desired objective of significantly reducing 
bond spreads and in turn stabilising monetary policy.  

The serious nature of the Eurozone problems at the time was underlined by the fact that Chancellor Merkel 
supported OMT despite the Bundesbank’s opposition.  However, that support could not save OMT if the 
Constitutional Court took the view that OMT was beyond the monetary policy powers of the ECB or 
infringed the Basic Law. In this regard it is extremely significant that the German Constitutional Court 
has asserted a jurisdiction which reserves to itself not only the right to determine whether European law 
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is inconsistent with the Basic Law but also the extraordinary and far-reaching power to exercise an ultra 
vires review of whether European Union institutions have exceeded their mandate.16  Individual German 
citizens can seek such a review by challenging the right of German organs such as the Bundestag or the 
Federal Government to act pursuant to the European measure and can base their challenge on article 
38 of the Basic Law which protects the right of any person who has attained the age of 18 years to vote 
for members of the Bundestag in general, direct, free, equal and secret elections. This fundamental right 
has been interpreted broadly by the Court as conferring a substantive right, namely the right to cast a 
meaningful vote for a representative body that has retained meaningful powers. As a substantive right 
it provides a powerful means of reviewing any purported transfer of German Sovereign powers to the 
European Union or any perceived infringement of such sovereign powers by the European Union.

In its Lisbon judgment the Constitutional Court held that the guarantee of German sovereignty in the 
Basic Law was based on article 79(3) and in the ‘self-determination’ clause of article 146. That conclusion 
has a profound effect. Article 79(3) (the so-called ‘Eternity Clause’) renders inadmissible any amendment 
to the Basic Law affecting the participation of the Länder in the legislative process or the right to dignity 
enshrined in article 1, and the democratic and social federal nature of the German state and the derivation 
of all authority from the People enshrined in article 20.  The court construed article 146, which provides 
for the duration of the Basic Law, as creating an affirmative right which protects the aforementioned 
provisions of the Basic Law from amendment other than through the adoption of a new national 
constitution by the German people.

The Constitutional Court has thus decided that the Basic Law which contains a specific provision, article 
23, (which requires Germany to participate in the development of the European Union and to transfer 
sovereignty to it), places impenetrable limits on European integration and prevents the creation of a 
federal European state unless a new Basic Law is adopted.

The jurisprudence of the court accordingly has profound implications for Ireland and other Member States 
which extends far beyond the economic and financial sphere. Since the decision of the then European 
Court of Justice (ECJ)17 in Costa –v– Enel18 it has been a fundamental principle of European law that the 
treaties and the law adopted by the Union on the basis of those treaties, has primacy over the law of the 
Member States. This legal principle underpins the development of the European project based on the rule 
of law mutually respected by Member States and ensures that European laws conferring the benefits and 
imposing the obligations of the Union apply uniformly throughout. This principle of supremacy, which 
has never been explicitly set out within any of the treaties, is however explicitly recognised in Declaration 
17 attached to the Lisbon Treaty acceded to by Germany. Furthermore, Germany has, like all other 
Member States since the decision in Costa –v– Enel adopted new European Treaties without reservation 
of rights, all of which Treaties are ultimately premised on this supremacy. The Constitutional Court has 
therefore in a real sense imposed a retrospective reservation of rights for the benefit of Germany.

The position of the Constitutional Court means that, so far as Germany is concerned, there remains the 
possibility that it will decline to follow a decision of the CJEU interpreting the Treaties. If the Constitutional 

16 123 BVerfG 267, 353-354  (‘the Lisbon judgment’). (It should be noted the Czech Constitutional Court asserts a similar right.)
17 The predecessor of the Court of Justice of the European Union
18 Costa v ENEL, Case 6/64
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Court does exercise this asserted right, it would prevent the uniform application of European law based 
on Treaty provisions, agreed to by Germany, throughout the European Union. Such uniform application 
is also a fundamental principle of the European Union and its supranational legitimacy.

The two recent decisions of the Constitutional Court, referred to above, exemplify the crucial role of that 
court in the future of the European Union and in the measures taken by the European Union to achieve 
financial stability within the Eurozone. The first case involves the 2012 challenge19 to the Fiscal Compact 
Treaty in the ESM and various Acts of the German legislature approving these measures. In determining 
this challenge, the Constitutional Court received submissions from the Bundestag and Bundesrat, and 
heard in oral hearing from representatives of the ESM, the ECB and the Bundesbank. Ultimately, the 
court concluded that neither the ESM nor the Fiscal Compact Treaty violated the Basic Law. A conclusion 
to the contrary would have invalidated Germany’s accession to the ESM and Fiscal Compact Treaties, 
notwithstanding their approval by the Bundestag and Bundesrat on 29th June 2012 with the necessary 
two-thirds majority. The Constitutional Court’s approval of these treaties rested in large part on the legal 
entitlement of the Bundestag to remain permanently ‘the master of its decisions’ with regard to the extent 
of its financial commitment to the ESM. In particular the Constitutional Court held that no permanent 
mechanisms might be created under international treaties, which are tantamount to accepting liability for 
decisions of other states.20 This conclusion of course imposes a fundamental legal constraint on the nature 
and extent of Germany’s participation in European Union solutions to the financial crisis.

The second case involved an even more fundamental challenge to the European Union’s attempts to 
resolve the financial crisis, and arose from the constitutional challenge to the OMT.21 The claimants had 
no entitlement as a matter of European law to challenge the acts of the ECB introducing OMT. However 
the Constitutional Court held that the claimants had an entitlement under German law to challenge the 
alleged omissions of the Federal Government and the Bundestag in failing to seek a repeal of the ECB’s 
decision and to take effective precautions to protect Germany’s financial exposure. 

The challenge effectively involved the Constitutional Court in an assessment of the legality of the ECB’s 
decision on OMT. In a landmark decision on 14 January 2014 the Constitutional Court referred to the 
CJEU certain legal questions relating to the validity of the ECB’s decision under European law. In doing 
so it stated that if the OMT decision exceeded the mandate of the ECB or infringed article 123 TFEU, 
it would have to uphold the complaints in the actions. This referral was in itself remarkable because 
this was the first time in its history that the Constitutional Court had ever availed of its entitlement 
under the European Treaties to refer issues of European law to the CJEU (or its predecessor). In fact the 
Constitutional Court has (as the final court in the German constitutional structure) a treaty obligation to 
make such a referral in relation to the interpretation of European law. Furthermore in the referral decision 
the Constitutional Court set forth important reasons to assume that the OMT decision did infringe 
on the powers of the Member States and that it violated the prohibition against monetary financing 
in the budget. The Constitutional Court stated it was inclined to regard the OMT as an ultra vires 
act but considered it possible that the OMT decision could be interpreted restrictively so as to achieve 
compatibility with EU law. 

19 BVerfG, (2014), 2BvR 1390/12
20 BVerfG. (2014), 2BvR 1390/12, para.(165)
21 BVerfG, (2014), 2BvR 2728/13
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In its judgment of 16 June 201522 the CJEU upheld the validity of the OMT decision by holding that the 
measures were intended to preserve the monetary policy transmitting mechanism which was regarded as 
being a primary objective of the monetary policy powers conferred on the ECB pursuant to article 127 
of the TFEU. However, in so concluding, the CJEU laid great emphasis on the conditionality attached 
to the OMT programme and thus it would appear to have restrictively interpreted the OMT decision 
in a manner not inconsistent with the suggested saving interpretation put forward by the Constitutional 
Court. 

Of course, the ECB cannot, in any event, make a decision on OMT by itself. An activation of the OMT 
in respect of a Eurozone state is subject to conditions, one of which involves participation in the ESM. 
Decisions must be unanimous within the framework of the ESM and Germany has a de facto right of 
veto when it comes to an ESM programme. It thus has very considerable protection against any financial 
exposure in respect of OMT. 

It remains to be seen, however, whether the Constitutional Court will accept the judgment of the CJEU as it 
will be necessary for the Constitutional Court to consider the CJEU’s interpretation of EU law upholding 
the validity of the ESM, as part of its determination of the challenge before it. If the Constitutional Court 
does not accept the CJEU’s decision, a major constitutional crisis for the European Union will arise. The 
OMT will fail without German participation. The ECB will be deprived of a vital financial tool used to 
achieve financial stability. The supremacy of EU law and in particular the supremacy of the decisions of 
the CJEU on the interpretation of the European treaties will be undermined. While there is no certainty 
that the CJEU decision will be accepted, the terms of that decision make it likely that it will be. 

A decision not to accept the CJEU’s interpretation of a treaty provision, which provision was implicitly 
approved by the Constitutional Court in its decisions on the compatibility of the Maastricht and Lisbon 
Treaties with the Basic Law, would have consequences for the European Union and its future which far 
transcend any issue of the validity of the OMT decisions. Such a decision would in substance be based 
on the Bundesbank’s view that the OMT decisions were not an exercise of the ECB’s monetary policy but 
were in fact an impermissible exercise of economic policy not transferred to the European institutions by 
the Member States.

In conclusion, the future of the European Union and Ireland’s future within it, as well as Ireland’s recovery 
from the economic and financial crises, are crucially affected by decisions of the Bundesbank and crucially 
dependent upon decisions of the Constitutional Court with regard to the scope and effect of the Basic 
Law.

22 Peter Gauwiler and Others v Deutscher Bundestag, (2015),  C-62/14
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Against a background of uncertain recovery in the advanced economies and a severe crisis in the periphery 
of the Eurozone, several observers have said that, not surprisingly, many ordinary Germans find it hard 
to get a sense of crisis at all. The past few years have been golden ones for the German economy. Growth 
has been robust, unemployment is below its historical mean, incomes are rising, inflation is low and the 
public finances are in balance. 

There is reason to hope that the euro crisis is at least under control but Germany faces considerable 
long-term challenges with regard to an ageing society, increasing competition from emerging market 
economies and transforming its energy system. It also, as Bundesbank President, Jens Weidmann, has 
said, needs to introduce the structural reforms that it preaches to other countries.

The demographic challenge, which is dealt with elsewhere in this report, is the most serious, but is long-
term enough to have been widely ignored outside Germany and often pushed to the background inside 
the country. According to Eurostat, the population of 81 million will decline to 66 million by 2060. 
No other major economy faces such shrinkage. Population will increase by around 8% in France and 
Italy, but by a quarter in the UK. Ireland is in a different category again, with a projected 50% rise in 
population. Given its size, the implied fall in Germany's potential growth is bad news for its neighbours 
as much as itself.

According to the OECD, recent reforms have put Germany among the countries with the fewest 
restrictions on labour migration for highly skilled occupations. One of the most recent allows employers 
to retain foreign graduates of the dual training system. 

External analysts in particular cite changes in the services sector as the other way to slow the decline in 
potential growth. Productivity growth in services lags well behind that of manufacturing, partly because 
in many cases – but not all – such growth means less protection for workers. But there is also protection 
of established companies, including those in network industries. Reform and deregulation in crafts and 
professional services, it is argued, would improve domestic demand and make economic growth more 
balanced.

Chapter 4 
German Economic and Trade 
Relations
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Demographic prospects also play a role in the determination to run structural budget surpluses and all 
but eliminate the debt ratio. In the short-term, though, public investment is paltry and infrastructure is 
deteriorating. There are also potential long-term gains to be made from spending more on the education 
system and cutting labour taxes, particularly those which deter women from working full-time.

In the short-term, weak recovery in the euro area and decelerating demand from emerging economies 
dampened export growth over the last three years and the further weakness in China has added to 
concerns. Domestic demand growth took up the slack, however, with unemployment below its historical 
equilibrium rate, while real wage growth boosted consumer confidence.

With the outlook for emerging markets still seen as gloomy, the switch in emphasis to domestic demand 
long sought by Germany's partners may take place. Private consumption, which, at 56% of GDP, is 
modest by Anglophone standards, has been growing at around 1.5% a year in real terms.

The remarkable consensus with the trade unions, which has allowed wage developments reflect and support 
strategic economic policy, appears to be still in place. Wage restraint helped increase competitiveness after 
Germany joined the euro with what was widely seen as an overvalued Deutsche Mark, and real wages 
stagnated for a decade. They picked up in the worst of the global recession, with hourly compensation 
rising by 3% a year from 2011-13 and showing 2% growth since, while inflation averaged less than 2%.

Such adjustments to changes in external conditions are an established part of past German performance, 
but this time, unlike the days of the Deutsche Mark, improvements in competitiveness will not be 
required, although some of the implications of past improvements, especially Germany's through labour 
market changes, have come to the fore in domestic politics.

While income inequality remains among the lowest in the OECD countries, poverty risk has increased 
among workers with low employment protection or limited access to unemployment insurance, as well as 
among many part-time and self-employed workers. Those who do not have an upper secondary education 
face poor lifetime income prospects and education qualifications continue to depend strongly on socio-
economic background.

The reforms have increased employment but added to the incidence of low wages and unemployment 
spells. Germany, like other countries, must wrestle to find the best balance between the gains of flexibility 
and the benefits of security.

Pensions are a particular problem, with criticism that the government’s policies to raise pension entitlements 
will make it more difficult to lower the relatively high taxes on labour, while not reducing poverty risks 
among the elderly.

The recent imposition of a federal minimum wage may alleviate some of the problems of less-skilled 
workers, and seems unlikely to do much harm to employment. It will be phased in at an initial level of 
€8.50. At about half of the median wage, it is similar to those of Belgium, the Netherlands and the UK, 
but below France, or indeed Ireland. It would affect about 15% of all employees nation-wide and 23% 
in eastern Germany.
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Germany was unusual in not having a national minimum wage. Floors were set for individual economic 
sectors, generally at the initiative of the social partners and on the basis of extending collective bargaining 
agreements and generally did not apply to those who would have benefited most.

The economy might have performed even better were it not for the endless Greek crisis, and perceived 
weaknesses in the banking sector. Germany has moved slowly on the enormous task of restoring the banks 
to long-term stability and risks remain. By some of the stricter measures, capital ratios remain low in some 
of the larger banks – banks that would be regarded as ‘too big to fail’.

The Bank Restructuring Act 2011 put Germany ahead of many OECD countries in giving authorities 
more powers to reorganise weak banks and wind up non-viable ones, but changes will be needed to meet 
the greater flexibility in the EU Bank Recovery and Resolution Directive. Markets seem unconvinced 
that a big bank would not be bailed out in a crisis and perceptions of implicit government guarantees are 
stronger than for the northern European states.

In these circumstances, further good growth is likely to depend more on a recovery in Europe, which 
cannot be taken for granted. The goods trade surplus with other euro area countries has fallen from 4% to 
2% of GDP over the past three years, although the total currency account surplus remains close to record 
highs. The reduction in the euro area surplus is a mixture of strong exports outside the area and weak 
demand inside, as well as increased purchases by Germany from its neighbours, especially in the east.

Should euro recovery stall, the surplus could increase again, re-igniting complaints about the absence 
of symmetry between surpluses and deficits in the macroeconomic surveillance rules, and demands for 
enforcement of the target that surpluses should be less than 6% of GDP. Some analysts believe the 
structural surplus is somewhat larger, because of the under-performance of other euro states.

German policy makers recognise that a better performance in the rest of the euro area is in their country's 
interest. The OECD has encouraged Germany to back the creation of a full banking union, including a 
common fiscal backstop, to help reduce feedback loops between government finances and the banking 
sector.

German policy is torn between the fear that further integration will lead to a transfer union where 
irresponsible states are bailed out by the responsible and the reverse worry that a cautious approach – 
described as ‘baby steps’ by Bundesbank president Jens Weidmann – will be the worst of all worlds. The 
fearsome German central bank, and those who think like it, have been consistent losers from euro area 
developments. Its views have been overridden by Chancellor Merkel on a couple of critical occasions, and 
it has been outvoted on the ECB Governing Council, although its voice remains influential.

Going all the way back to the resignation of bank president Karl Otto Pöhl in 1991, the Bundesbank has 
warned of the risks from the single currency. Many of its fears have come to pass and the solutions, such 
as ECB bond buying and holdings of government debt by national banks, are the ones that most worried 
the Bundesbank.

It argues, as does the finance ministry, that ‘cheap money’ is not capable of producing sustainable growth, 
and the risks to financial stability will grow over time. It also frets that the ECB is adopting some of the 
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roles of the Federal Reserve or Bank of England in using monetary policy to support – or just as bad 
counter – government policy.

There is evidence of a consensus with the Chancellor that some debt-sharing, even fiscal transfers, might 
be conceivable, but only if the freedom of Member States to mismanage their fiscal affairs is further 
curtailed. Weidmann envisaged a European body that would be able to take over fiscal policy in a Member 
State whose economic and fiscal policies are seriously off the agreed parameters. It would be outside the 
Commission, so as to have single mandate, although how the required major Treaty change could be 
achieved is not at all clear.

Irish trade unions, among others, have reacted with alarm to the Commission proposal to establish 
national competitiveness councils to oversee, among other features, wage settlements. The Irish one would 
be incorporated into the existing council but, unlike the existing arrangement, its analysis would carry 
official weight in the Commission's assessment of national policy.

German policymakers now see control of wage developments as a key part of avoiding future national 
crises, making it another area where sovereignty would have to be shared as part of part of risk and burden 
sharing in the euro area.

Recent developments, of course, have brought tax harmonisation more to the fore. Germany taxes labour 
heavily, with the third highest tax wedge among 34 member countries, according to the OECD. The 
average single worker in Germany faced a tax wedge (the difference between gross and take-home pay) 
of 49.3% in 2014 compared with the OECD average of 36%. Germany went to considerable lengths, 
including the reported use of intelligence services, to crack down on tax evasion by wealthy individuals.

Corporations are heavily taxed as a percentage of revenue, and there are particular favourable measures 
for wealth, although companies' effective rate is higher than in some other countries with similar nominal 
rates, including France. There is a strong belief that Ireland's low tax regime damaged the public finances, 
as well as depriving other countries of tax revenue. The strength of that belief was demonstrated in the 
attempts to change the regime as a condition of the bailout and the aborted post-bailout credit line. 
Demand for a financial transactions tax of some kind remains strong, especially in the SPD, and seems 
likely to come up again in any discussions about further Eurozone integration.

German trade with Ireland

Considering the strength of the German economy, it is worthwhile to reflect on Ireland’s trade relations 
with Germany. Ireland has long enjoyed a healthy positive trade balance with Germany. In 2014, Ireland 
was Germany’s 23rd largest source of imports and 37th largest destination for exports making it Germany’s 
26th most important trading partner. 

According to Enterprise Ireland, there are currently about 470 indigenous Irish companies selling 
to Germany with exports in excess of €14bn. Germany is Ireland’s second largest market for services 
exports and the fourth largest for merchandise exports. The main Irish exports to Germany are Medical, 
Pharmaceutical and Chemical products and computer related hardware and software. Germany is Ireland’s 
fourth largest export market for food and drink and the total estimated revenues from Irish food and 
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drink exports to Germany for 2014 were €565 million. Germans have also developed a taste for Irish 
food. The best performing sectors are dairy, beef and prepared foods. In fact, dairy products account for 
40% of food exports to Germany. Kerrygold has been sold in Germany for over 40 years and it is the 
number one butter brand selling close to 200 million packs a year. Irish beef has also done well in recent 
years and is now among the top three beef brands in the German market. On the seafood front, Germany 
is now Ireland’s largest customer of organic salmon and Irish mussels.

Unsurprisingly, Ireland’s main imports from Germany are vehicles and medical/pharmaceutical products. 
Germany is Ireland’s second market in terms of inward investment. 

The German-Irish Chamber of Commerce estimates that there are over 300 German firms in Ireland, 
employing over 26,000 people (e.g. SAP, Allianz, Bayer, Deutsche Bank, Lufthansa etc.) Many German 
companies have a long history in Ireland. Siemens, in particular, has had an association with Ireland, 
which dates back to 1874 when it was involved in the first direct transatlantic cable from Ballinskelligs in 
Kerry to Halifax in Nova Scotia. The majority of the financial services companies are based in Dublin but 
many of the others are widely dispersed throughout the country e.g. Liebherr (Killarney), BASF (Little 
Island), Carl Zeiss (Wexford), Sennheiser (Tullamore). In turn, there is a strong Irish Business network in 
Germany with chapters in Berlin, DÜsseldorf, Munich, Frankfurt am Main and Stuttgart. 

The job market is Germany is buoyant with vacancies across many sectors, in particular, engineering, IT 
and Healthcare. In recent years, increasing numbers of young Irish people have found work there and 
there are strong Irish communities in many of the main cities. Knowledge of the German language is a 
pre-requisite to finding work in a German firm and it is encouraging that the number of Irish students 
taking higher level German in the Leaving Certificate exam increased by 9% from 4,722 in 2014 to 5,154 
this year.

Viewed in the round, business and government each play a vital role in furthering Ireland’s economic 
relationship with Germany, building up commerce and widening opportunities in new sectors. The 
progress made in Ireland in building a sustainable economic recovery continues to rely on enhanced 
competitiveness and export led growth and developments in the Single Market and in the Eurozone will 
impact significantly on this.

The visit by German President Joachim Gauck in the summer of 2015 reinforced the point that Germany 
is both a key economic and political partner and a crucial trading partner for Ireland in the EU. Speaking 
at NUI, Galway, the German President stressed that despite the political and economic challenges facing 
EU Member States, the EU had helped develop a concept of cooperation and solidarity. This applies to 
core-periphery relations within the EU, to intergenerational solidarity within Germany and to solidarity 
towards immigrants in Germany, all of which are factors that will define the future success of Germany 
in the global economy. 
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Intergenerational solidarity and integration of immigrants are the defining challenges for Germany in 
2015. The nature of German society has evolved significantly since reunification and this is reflected 
in both its domestic and external politics. Germany's principal societal concerns today are its changing 
demography and the integration of its migrant population. 

Germany is a good example of a country in the fourth phase of demographic transition. The German 
population is ageing and its birth rate is declining. One in every four German citizens is already over 
60 years of age.  In the coming years, the population structure in Germany will continue to change 
dramatically. Meanwhile, the Federal Government and the relevant Federal Ministries are developing 
strategies for an appropriate policy response. Although immigration normally poses policy challenges for 
any nation, for Germany it presents an opportunity from a societal perspective, as it serves to ease the 
demographic strain, which has developed in the country for more than quarter of a century. 

Birth rates and life expectancy

Germany’s population has been consistently decreasing since the 1970s and is expected to decrease 
significantly between now and 2060. Although birth rates in Germany are declining, life expectancy 
exceeds the world average. The latter can largely be explained by improved technologies in healthcare and 
higher standards of living. The population is predicted to age significantly in light of the low birth rate 
and the large number of citizens expected to live well into their eighties.

The lack of young working people to support the ageing population is a worrying reality for Germany’s 
future development. The Federal Statistical Office has issued differentiated projections on the impact of 
higher and lower influxes of migrants to Germany during the time period 2000-2060 to understand this 
imbalance, and to inform policy making.

Chapter 5 
German Social Policy: 
Demographics, Immigration and 
Integration
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Policy

Demographic change is a key concern for German policy makers. The Federal Government sees the process 
as a long-term organisational task, which involves a number of actors and different policy strategies. The 
Federal Ministry for Family Affairs, Senior Citizens, Women and Youth (BMFSJ) is involved as a ministry 
for all generations and plays a central role in liaising with State governments and NGOs to ensure that all 
social groups are taken into account. The Federal Government has placed special emphasis on the active 
engagement of citizens in addressing the needs of young people and the elderly. 

In 2012, the Federal Government introduced a demography strategy, which is coordinated by the State 
Committee for ‘demography’. In pursuing its Demographic Strategy, the Federal Government has taken 
steps to ensure that Germany retains its strengths and that the quality of life in the country is further 
developed. One of the best examples of this is the move to increase the retirement age to 67. It was 
considered by the Federal Government to be a necessary step, because there are fewer contributors (people 
of working age) and more and more retirees. 

Social policy is paramount to facilitating growing birth rates and providing mothers and families with 
the necessary support systems to allow them to pursue both careers and family life. In order to increase 
the birth rate, which has remained below 1.5 children per woman since 1975, the German government 
made provisions for generous childrens’ allowances on a rising scale per child. Overall, Germany spends 
some €200 billion on promoting children and families each year. This accounts for almost two-thirds of 
the Federal budget. 

Demographic change and migration

As indicated earlier, the decline in Germany’s population since the 1970’s has resulted in a dilemma, 
whereby the number of children born in Germany is no longer sufficient to replace one generation with 
the next. In 2013, the population data published by the Statistical Office recorded 80.62 million people 
living in Germany. By 2060, this is estimated to shrink to 67.6 million according to a lower immigrant 
variant and 73.1 million according to a higher immigration variant.23 Young immigrant workers are a 
crucial element of the German economy as they serve to support its increasingly aged population. 

In 1990, Germany experienced considerable internal migration, when many inhabitants of the former 
GDR moved to more affluent parts of Western Germany. One in every five German citizens today has 
a migration background. This can be attributed to large-scale migration into Germany from both EU 
states and other countries in the European Neighbourhood. Germany is also experiencing a new and very 
significant wave of migration from the Balkans, Middle East and North Africa as a result of conflicts in 
Syria and elsewhere. Consequently, German society is growing increasingly diverse. 

In early August 2015, the Federal Statistical Office (DESTATIS) published its latest report on German 
demography and migration. Since 2011 the number of migrants to Germany has grown year on year and 
reached a record high in 2015. Migration from other EU Member States has increased considerably since 
2011. The most notable European countries of origin include Poland (+16.7%), Romania (+28.7%), 

23 DESTATIS (2015) “New Projections of Germany’s Population by 2060” Available at: https://www.destatis.de/EN/PressServices/Press/
pr/2015/04/PE15_153_12421.html 
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Italy (+14.6%), Bulgaria (+79.4%) and Hungary (+51.9%). Non-European countries of origin that have 
also seen increased migration to Germany are China (+54.1%), India (+60.6%) and Syria (+96.8%). 
The level of education of these migrants is considerably higher than earlier migrant flows to Germany. 
Of the migrants who entered Germany before 1990, only 18.1% of them had a university qualification, 
compared with 43.7% of those who moved to Germany after 2011. The reasons given for migration to 
Germany follow traditional models: family reunification and employment opportunities. 

Current refugee crisis

The refugee crisis, which has resulted from instability across Northern Africa, the Middle East and 
particularly the civil war in Syria, has caused an exponential increase in the number of people attempting 
to attain refugee status within the European Union. 

Germany has taken a proactive stance in dealing with these migration flows. Its long history of immigration 
has equipped it to deal with incoming migrants and asylum seekers in an efficient and systematic manner. 
Germany’s initial response to the crisis, according to Interior Minister Thomas de Maizière, was that it 
views its intake of people in need of international protection as part of its humanitarian duty. However, as 
the flow of migrants increases, it is clear that Germany is unwilling to bear this burden alone. 

Germany, to date, hosts the largest share of the EU’s asylum seekers. In 2014, of a total 625,920 asylum 
applications made outside the EU, Germany received 202,645 of them. This number is more than twice 
as large as the next highest recipient, Sweden (81,180). Germany received more than six times as many 
applicants as the United Kingdom (31,745).24 In 2015, it is anticipated to receive between 800,000 and 
1 million asylum seekers. 

Political divisions

The large influx of immigrants has both political and societal implications for Germany. Immigration 
impacts not only on Germany today but also on how Germany will look in the future. Creating an 
immigration policy that is sensitive to the concerns of German citizens in this regard and, at the same 
time, pragmatic in providing a solution to the growing refugee crisis, has been a significant challenge for 
German political parties.

The Government’s current response to the migration crisis25 has led to divisions both within the 
Conservative party coalition (Christian Democratic Union, CDU/Christian Social Union, CSU) and 
within the Grand Coalition (CDU/CSU & SPD). The internal dispute between the CDU and the 
CSU in Bavaria illustrates an emerging sense of unease about Chancellor Merkel’s mantra for managing 
migration: ‘We Can Do This’. The Christian Social Union in Bavaria (CSU) has been most vocal in 
criticising the Chancellor’s open borders policy, because Bavaria has been the main point of entry for 
many of the migrants travelling to Germany via Hungary and Austria and the current infrastructure is not 
sufficient to cope with the enormous numbers arriving. 

24 Jenny Hill, (2015) “Immigration Fuels Rising Tension in Germany”, BBC. Available at: http://www.bbc.com/news/world-
europe-33700624  
25 See: Erica Lee (2015) “The European Migration Crisis: Germany’s Response”, The Institute for International and European Affairs
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The dispute between the CSU and Merkel’s Christian Democratic Union (CDU) is reported to be the 
toughest internal conflict that the CDU/CSU Union has experienced since 1976. Despite discontent 
among the ranks of the parties, there is a consensus that there is no alternative to Chancellor Merkel in 
terms of managing this crisis. It is noteworthy that the popularity of Horst Seehofer, (Minister President 
of Bavaria), has risen at the polls, as Angela Merkel’s has declined. 

The Grand Coalition is also fragile as a result of the migration crisis. The leader of the SPD, Sigmar 
Gabriel, has stated that infighting between the CDU and CSU threatens the viability of the Grand 
Coalition and, in turn, the Government and tends to encourage extremists and delays addressing the 
issues at hand. 

The specific status of Syrian refugees in Germany remains a contentious issue among the coalition parties. 
On Friday 6 November 2015, Interior Minister Thomas de Maizière made a public statement that Syrian 
refugees would no longer receive primary protection. This was quickly retracted by the government press 
officer, Steffen Seibert. The unilateral move by de Maizière outraged the SPD and has served to further 
fuel the rift between governing partners in the Bundestag. 

The migration crisis has not only caused divisions between political factions but also between politicians 
at different levels in the German political system. The views of Members of the Bundestag differ from 
those of Bundesrat Members and those of local politicians. Furthermore, there is an increasing concern 
among ordinary Germans that, in the long term, Germany will not be able to maintain the open door 
policy with which it surprised the world earlier this year. 

Society: growth of the far-right

Outside political institutions, the migration crisis has seen fissures emerge across German society. This 
is reflected in both a generational divide in attitudes towards incoming refugees and in a geographical 
divide. Nowhere is this more strongly felt than in Dresden, the PEGIDA stronghold, where there is a 
particularly polarised view of refugees among the different generations of its inhabitants. According to 
a recent study, young people under 25 who grew up in reunified Germany have a statistically higher 
acceptance of refugees than those who lived in East Germany under communism. The PEGIDA movement 
(Patriotic Europeans against the Islamisation of Europe) celebrated its first anniversary in October and 
attracted 15,000 demonstrators to protest against the Islamisation of the West. On 9 November 2015, 
on the anniversary of the fall of the Berlin Wall and of the 1938 Jewish Pogrom, Kristallnacht, over 5,000 
supporters of PEGIDA attended a rally in Dresden. While 80,000 citizens signed an online petition to 
the city authorities pleading to forbid the rally because of the significance of the date, it was nonetheless 
allowed to go ahead and consequently inspired similar rallies across Germany. 

Anti-immigrant sentiments, however, are not limited to the former East Germany and the stabbing of 
the Cologne mayoral candidate, Henriette Reker, was a particularly high-profile incidence of right-wing 
extremism in western Germany. 

While support for the centrist Grand Coalition has declined as a result of the migration crisis, far-right 
politicians have experienced an upsurge in popularity. Violence against immigrants, and Syrians in 
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particular, has undergone an exponential increase in recent months. The INSA Sunday Bundestag poll 
indicated on 2 November 2015 that support for the right-wing party Alternative for Germany (AfD) has 
reached its highest level this year, at 8%, while the CDU/CSU Union has slipped to 35.5% - its lowest 
showing this year. 

The migration crisis has chipped away at the post-war German political consensus, which was built 
largely on moderation and compromise, and has allowed for the growth of increasingly extreme political 
standpoints. 

Aside from this surge in extreme anti-immigrant sentiment, the migration crisis remains a cause of concern 
for ordinary German citizens. The demographic and economic arguments that were once employed as 
motivating factors to encourage the acceptance of larger numbers of refugees no longer have the same 
appeal that they once did. Some 25 years after reunification, German national identity is still a sensitive 
subject in the public sphere. 

Integration policy

The best way to allay fears about potential problematic consequences of immigration is to place emphasis 
on successfully integrating newcomers into German society. Even before the acceleration of the crisis 
in the summer months, the German government was working on its integration strategy for current 
immigrants in Germany. The Citizens’ Dialogue ‘Living Well in Germany’ began in April 2015 as one 
initiative to foster discourse on the subject of Germany’s diverse and inclusive future. 

The goal of integration, as set out by the Interior Ministry, is to promote cooperation to ensure an integrated 
society where Germans and non-Germans live together as one community, rather than separately side-
by-side. People who come to Germany intending to stay are required to learn the German language and 
acquire basic knowledge of its history and legal system. In light of the current refugee crisis, the Interior 
Ministry has made some amendments to immigration and integration policy. For example, following a 
meeting of the Minister Presidents of the Federal States and the Chancellor in Berlin in June 2015, it was 
decided that young asylum seekers will be afforded the opportunity of education in Germany, including 
the right to stay in Germany for the duration of their education. On 31 July, 2015, the Chancellor’s office 
also issued a statement confirming that non-nationals who had been living in Germany for eight years 
or more will be granted the right to stay indefinitely. Successful integration remains a key component 
in ensuring that the challenges of immigration for German society are eclipsed by the opportunities 
immigration also presents.

Conclusion

Germany faces considerable long-term challenges with regard to its ageing society. The long-term nature 
of the demographic issue has meant that until recently this subject was kept on the long finger. The 
Government’s response to the refugee crisis has reinvigorated the demographic question and alerted many 
to the fact that Germany’s long-term policies will have to be different from those of other EU Member 
States. The choice made by the Grand Coalition to refrain from imposing an upper limit on the number 
of refugees to Germany is a moral, political and indeed strategic decision. However, it is already impacting 
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on Chancellor Merkel’s approval ratings and has led to a change in rhetoric and in tactics, as asylum for 
refugees is limited to those from Syria, Iraq and Afghanistan. The EU summit with Turkey has led to 
pressure from Germany on the EU to reconsider the stalled Turkish application for EU membership and 
to provide visa free travel for Turks to the EU. On the other hand, the rise of the anti-immigrant AfD 
party and the anti-Islam PEGIDA party is raising concerns of the rise of extreme right wing parties not 
only in Germany, but also in France and in Poland, Germany’s closest neighbours.

While the political fallout of Chancellor Merkel’s open-door policy indicates that an ageing demographic 
is not sufficient justification for Germany’s intake of such large numbers of refugees, the new immigrant 
population in Germany will nonetheless assist in rebalancing its demography. Integrating immigrants 
into German society is essential to creating a cohesive German society with a common identity and a 
common understanding of what it means to be German. The combination of the critical demographic 
situation and the enormity of the refugee crisis have transformed the age-old ‘German Question’, about 
Germany’s place in Europe, into a new question about the future identity of German society. 
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overcoming the legacy of German history

The attitude of contemporary Germany to aspects of defence and the role of its military can only be 
understood against the background of its history since World War II. Germany's defeat in two world wars, 
had an immeasurable impact on the nation's self-perception and identity. Feeling betrayed by the Nazi 
regime, the surviving generation of Germans nurtured a deep suspicion towards the military in general. 
This sentiment was underpinned in the Potsdam Agreement, which regulated the future of Germany after 
the war, and included demilitarisation and re-education among other provisions, to root out once and for 
all any seeds for the re-emergence of a warmongering Germany.

So, it was no surprise that in the early 1950s initial steps to create a German military contribution to 
the Western defence posture in Europe was met in the West German public with the slogan ‘without 
me’. However, Konrad Adenauer, the first Chancellor of the newly founded Federal Republic of (West-) 
Germany, seized re-armament as a means to gradually regain political sovereignty for his country, thereby 
promoting its interests in Western security policy and developing trust in Germany as a reliable partner 
with previous enemies. 

German military capacity, which was developed from scratch in May 1955, amounted to up to 500,000 
military personnel, with twelve Army divisions and the equivalent number of Air Force and Navy units. 
The legal foundation, designed by the Parliament and enshrined in the German constitution (the Basic 
Law), provided for stringent democratic and civil control of the new German Armed Forces. Willy Brandt, 
during his Chancellorship in the 1960s, also used the slogan that war should never again emanate from 
Germany. 

The right of conscientious objection to any military service was already part of the original version of the 
Basic Law, even before the amendments were made relating to the establishment of the German Armed 
Forces, (the Bundeswehr) and the introduction of compulsory military conscription, which was later 
suspended in January 2011. 

Chapter 6 
German Defence Policy
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The build-up of the new West German armed forces, which over time became a significant and indispensable 
contribution to the overall defence capabilities of the North Atlantic Alliance, was accompanied by the 
development of a strong national armaments industry, which benefitted from the lifting of restrictions 
originally imposed on Germany after the war. However, the formal renouncement of nuclear weapons was 
and still remains a fundamental tenet of Germany’s defence policy.

From its creation during the Cold War, the West German armed forces were fully integrated into the 
NATO system, so that they had no national command structure for planning or conducting operations 
‘out of area’. 

adaptation to the contemporary security environment 

Following the reunification of Germany in 1990, the German Armed Forces had to undergo fundamental 
changes, mainly due to the provisions of the 2+4 Treaty, which formulated the agreement on the 
reunification of Germany by the four Allied Powers with the two German States. In turn, the Treaty 
on Conventional Armed Forces in Europe (CFE), stipulated the decommissioning of the East German 
military and paramilitary structures and the reduction of the ‘new’ Bundeswehr in terms of personnel and 
main weapon systems according to the limits set out by the CFE Treaty. 

Having regained its full sovereignty, Germany was now exposed to the challenges of Euro-Atlantic and 
of global developments in the early 1990s in the aftermath of the East-West confrontation. The first test 
for its security and defence policy was the Gulf War 1990/1991. Like Japan, Germany used a form of 
‘chequebook diplomacy’ to offset military contributions to the UN-mandated Allied operations ‘Desert 
Shield’ and ‘Desert Storm’ (paying 15-20% of the total cost, i.e. $16.9 billion.

However, from 1992 onwards, in light of the humanitarian crises in Thailand, Somalia and, in particular, 
in Bosnia-Herzegovina, and encouraged by the steadily rising trend in German public opinion in support 
of full participation in UN missions, the German Government became more self-confident in offering 
military contributions to UN missions. 

In 1994, the Federal Constitutional Court ruled that the wider interpretation by the German Government 
regarding the rules for the employment of the German Armed Forces for missions abroad was in line with 
the Basic Law. The Constitutional Court clarified that the German Armed Forces could, in addition to 
national and Alliance defence, be deployed on international operations in the context of, and according 
to, the rules of ‘mutual collective security systems’ (article 24[2] of the Basic Law). When compared 
with Ireland’s ‘Triple Lock’ precondition for deployments abroad, Germany’s requirements are similar, 
although there is no need for an explicit UN mandate in Germany, when acting in the framework and 
spirit of the UN Charter.

On this basis, after the Srebrenica massacre, the German Government decided in 1995 to join the (NATO-
led) UN peace mission in Bosnia with a contingent of about 3,000 military personnel. However, this 
decision followed on from heated debates in the Parliament, and was particularly polarising for the Green 
Party. The balance shifted towards supporting the military intervention when their leader, Joschka Fischer, 
argued that the Greens’ nonviolent options – tighter sanctions, further negotiations, more humanitarian 
aid – were paper tigers in the face of full-blown war and the deliberate ethnic politics that fuelled it. 
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The real watershed, however, was the first participation of the German Air Force in the NATO air 
campaign against Serbia in 1999 and the subsequent participation of German Army combat troops in 
the NATO-led/UN-mandated KFOR mission in Kosovo. The German Government at the time (which 
was a coalition of SPD and Green Party under Chancellor Gerhard Schröder with Joschka Fischer as 
Foreign Minister), justified the first combat operations of German armed forces since World War II, on 
the grounds of preventing a humanitarian catastrophe. 

In line with NATO’s transformation in the mid-1990s, with focus on stabilisation and crisis management 
operations beyond its article 5 commitments in NATO, Germany interpreted ‘defence’ wider than originally 
stipulated in the Basic Law (article 87a). As elaborated in various policy documents, ‘defence’ was now 
understood to mean more than traditional defence at national borders. It now included the prevention of 
conflicts and crises, common management of crises, and post-crisis rehabilitation. Accordingly, defence 
would contribute to safeguarding Germany’s security, wherever it is in jeopardy. Thus the Armed Forces 
were seen as an integral part of Germany’s foreign and security policy, which aims to prevent and contain 
crises and conflicts. This policy has always been complemented by an active policy on international arms 
control and disarmament, similar to Ireland’s emphasis in this area.

In the same vein, due to the multidimensional spectrum of risks and threats, Germany was at the forefront 
of supporting the EU’s ‘comprehensive approach’ to national and international security challenges, (which 
involves political, diplomatic, civilian and military instruments and which is also at the core of Ireland’s 
security policy).

For the German Armed Forces, the comprehensive approach was complemented by the military concept 
of ‘network centric operations’. However, this policy shift did not go down well with some sections of 
the German public, which – particularly after Germany’s refusal to join the US-led Iraq invasion in 2003 
– reverted to a more critical view of German military involvement abroad. This was highlighted by the 
hostile attitude by most media in regard to some rather accidental remarks by the then German President 
Horst Köhler in 2010, which later caused him to step down from his position as President of Germany. 
He was accused of advocating a form of ‘gunboat policy’ after saying that a large economic power like 
Germany, with its significant global trading interests, must be willing to deploy its military abroad.

Against this background, the speech at the Munich Security Conference in 2014 by the current President 
of Germany, Joachim Gauck, was a daring initiative: Gauck advocated Germany should re-think its role 
in the world and assume greater responsibilities, commensurate with its economic power. His arguments 
were complemented later by remarks by the German Ministers for Foreign Affairs and Defence, Frank-
Walter Steinmeier and Ursula von der Leyen, respectively.

Surprisingly, discussion in the media was quite balanced and the response by the mainstream political 
parties rather supportive. This confirms the view that a broad consensus on basic security and defence 
policies in Germany emerged after the 2003 Iraq War between the Conservatives (CDU/CSU), the Social 
Democrats (SPD), the Liberals (FDP) and the Greens (Bündnis 90/Die Grünen). 

Only the Left Party, (Die Linke), maintained its pacifist, anti-NATO/US line, which rejects any 
involvement of the German Armed Forces beyond Home Defence and proposes a strategy of further 
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reduction of the Bundeswehr, withdrawal from NATO, and disbanding the NATO Alliance as well as the 
military structures of the EU.

As a follow up to the high-calibre Munich initiative, conceptual work on the re-adjustment of Germany’s 
Foreign, Security and Defence policies was launched in earnest, starting with the Foreign Ministry’s 
Review 2014. The publication of the report in February 2015 did not attract much attention from the 
German public. Its main message was that German foreign policy has to be promoted ‘within and through 
Europe’. 

The timing of the ‘Review 2014’ seems to have been well orchestrated with the process of drafting a 
new German Defence White Paper for 2016. The latter was formally launched in February 2015 and is 
expected to be published in autumn 2016. The participants in this joint endeavour were – apart from the 
Defence Ministry – the Foreign Ministry, the Ministry of Interior, the Ministry of Economics and Energy, 
the Ministry for Economic Cooperation and Development and, last but not least, the Chancellor’s Office. 
As is the case in Ireland, the involvement of the wider public has been sought for both documents, 
although with rather limited response to date. 

As indicated earlier, the impetus for the Review 2014 and the emerging new Defence White Paper came 
from the 2014 Munich Security Conference. From an outsider’s viewpoint, it will be interesting to follow 
the further development of the White Paper under two headings: how – on the one hand – can the still 
-reluctant German public be convinced to accept the re-adjustment of Germany’s security and defence 
policy and its underpinning by adequate resources; and whether the final document, which needs formal 
political approval at the highest level, can really formulate clear and coherent strategic guidance.

Currently debated issues

International developments since the publication of the last German Defence White Paper (2006), such 
as the NATO intervention in Libya, the civil war in Syria and the termination of the ISAF mission 
in Afghanistan, have re-ignited the public debate in Germany about the deployment of its Armed 
Forces abroad and the role of the military in international crisis management in general. Since 1990, 
the Bundeswehr has participated in 38 international missions, 18 of which are ongoing. Germany sees 
itself rather as a ‘soft power’ and prefers to contribute with diplomatic and economic means. This is also 
reflected in its low defence budget (2015: 1.2 % of GDP, which is well below the EU average of 1.5 %). 

On the other hand, on the conceptual side, Germany is actively engaged in efforts within the NATO and 
EU frameworks to promote the creation of multinational formations and to ensure closer cooperation 
or even merging of armaments industries, with the aim of maintaining a viable defence industrial base 
in Europe and to better rationalise the scarce resources for defence capabilities, e.g. by strategies such as 
pooling and sharing (EU) as well as Smart Defence, the Connected Forces Initiative, and the Framework 
Nation Concept (NATO).

The Framework Nation Concept (FNC) was a German initiative in NATO and the EU, offering a 
permanent military structure with a wide spectrum of operational capabilities, in which nations with more 
limited capabilities, like Ireland, could participate. It was modelled on multinational formations, which 
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were employed in previous peace missions (e.g. Kosovo and Afghanistan). This concept corresponds to the 
new slogan ‘Leading from the Centre’, a term, which the Defence Minister coined at the 2015 Munich 
Security Conference, to describe her view on Germany’s role in and for Europe. 

However, a main weakness common to all approaches to enhance international cooperation and integration 
in terms of defence capabilities, is the uncertainty as to whether a multinational structure such as that 
sought by the Framework Nation Concept would be available for deployment abroad, given the legal 
restrictions attached for a number of nations, in particular for Germany. 

To overcome this hurdle, the German Government tasked a special commission, led by Volker Rühe 
(a former Defence Minister), to study options for introducing flexibility into the requirement for 
parliamentary approval by the German Bundestag for a deployment of armed forces abroad. Although 
it seems unlikely that the Bundestag will agree to significant changes to the current law, the new White 
Paper will probably highlight the issue again.

Another divisive issue is whether the rules for the deployment of the German armed forces inside Germany 
should be reviewed in view of the growing threat of terrorism inside Germany. In Germany, the Basic 
Law permits the use of Armed Forces only under certain conditions, i.e. to support the police forces in 
the event of imminent danger to Germany’s existence or to its free democratic basic order, or to fulfil 
subsidiary tasks at the request of local authorities, such as administrative assistance in case of natural 
disasters and large-scale accidents. 

However, the German public is still uncertain about their own Armed Forces. Indeed, the former 
President of Germany, Horst Köhler once noted that German society shows a ‘friendly disinterest’ in the 
Bundeswehr. 

On the issue regarding military missions abroad, a representative survey, conducted in 2014, provides 
important information about German attitudes to foreign policy.

The main findings are as follows:

•	 There is keen interest in foreign policy issues. However, there is only rather lukewarm support for 
greater international involvement, and this support has declined noticeably over the last 20 years. 
People in Germany are particularly sceptical when it comes to missions that involve the participation 
of German soldiers.

•	 The global protection of human rights and the maintenance of world peace are the most important 
tasks and goals of German foreign policy.

•	 Germans clearly prefer foreign policy involvement of a civilian kind. In addition to closer cooperation 
with EU Member States such as France, Poland and the United Kingdom, Germans favour greater 
cooperation with China.

•	 The younger generation is not particularly interested in foreign policy, though it is the cohort that 
displays the greatest willingness to embark on more international involvement.26 

26 Koerber Stifting (2014) “Involvement or Restraint”
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In a nutshell, it could be said that the public debate in Germany on the role of the Armed Forces still 
reflects traditional principles, central to German foreign and security policy: close cooperation with 
partners and allies, the prominence of multilateralism, understanding the use of force to be a last resort 
and an emphasis on non-military instruments. In particular, the restraint on the use of military force and 
the preference for non-military instruments for conflict resolution is deemed to be perfectly in line with 
the concept of Germany’s strategic culture as a civilian power.27

27 F. Breuer (2006) “The Reform of the German Armed Forces”, in “German Politics”, Vol.15, No.2 pp. 216    
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Polish-German relations have become closer in the context of the so-called Weimar Triangle, which also 
includes France. Recent terror attacks in France have injected momentum into the Franco-German alliance 
and the prospect of a referendum on UK membership of the EU is a dominant feature in German-UK 
relations. 

German-Polish relations are of eminent importance for both sides and, since 1989, have developed a 
dynamism unparalleled in recent history. In the German coalition agreement of December 2013 the 
Federal Government agreed to “further strengthen our partnership with Poland and develop the diverse 
relations with our neighbours”. 

Following German reunification in 1990, the Polish attitude towards Germany could be characterised 
as one of anxiety and fear. Ghosts of history helped to shape an antagonistic relationship between the 
two nations. The situation, however, changed relatively quickly. Polish people ceased to perceive their 
neighbour as a political and military threat and the German view of Poland as a remote and backward 
country also underwent a significant change. Germany was the most determined European advocate of 
Poland’s accession to, firstly, NATO in 1999 and then the European Union in 2004. Shared interests in 
many areas and the partnership within the EU and NATO provide a sound basis for relations. German-
Polish intergovernmental consultations are held on a regular basis. Mutual high-level visits are frequent, 
the most recent being on 28 August 2015 when Poland’s newly elected President, Andrzej Duda, was in 
Berlin for talks on how to handle the refugee crisis. The German Chancellor Merkel and the Polish Prime 
Minister also meet regularly and both German President Gauck and the Chancellor have participated in 
wartime commemorations in Poland.

Since 1991, Poland has been working closely with Germany and France as part of the Weimar Triangle. 
Within this framework, trilateral talks are held regularly at different levels, including between Heads 
of State. Regional and cross border cooperation, hundreds of town twinning arrangements and the 
partnerships between German Federal States and Polish Provinces (voivodeships) also testify to the 
breadth and closeness of the relations between the two countries.

Chapter 7 
Key Strategic EU Partners: 
Poland
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economic relations

The two countries’ economies are closely interlinked. For more than two decades, Germany has been by 
far Poland’s most important trading partner. More than a quarter of all Polish exports go to Germany. 
Poland is also of considerable importance for German foreign trade, ranking eighth among Germany’s 
trading partners with €87 billion (€47.5bn exports from Germany and €39.5bn imports). Russia, in 
comparison, ranks 13th for German trade.

German companies also rank first among foreign investors in Poland with aggregate investments since 
1989/1990 amounting to some €28 billion. Most investments are greenfield investments and there is 
much investment also in the border regions, particularly in small and medium size industries.

Political relations

However, shortly after Poland joined the EU in 2004, the Law and Justice Party, known by its Polish 
acronym PiS, ruled from 2005 to 2007 in a coalition with populist and nationalist parties. Under the 
leadership of Jarosław Kaczynski as Prime Minister, relations with Germany entered a tense period with 
Warsaw invoking historical issues relating to World War II and conducting fraught battles with Germany 
in Brussels regarding the mathematical formulae of EU voting power in the negotiations preceding the 
Lisbon Treaty. Even the symbolism of the Weimar Triangle could not improve the relationship during this 
period.

The differing attitudes of both countries towards Russia have also stood between them. Poland has 
traditionally taken an attitude of warning Germany of the Russian bear as Germany continued to improve 
its political and, particularly, its economic relations with Russia. Poland was also deeply upset when by-
passed by Germany in relation to the Gazprom Nordstream connection – the oil pipeline going directly 
from Russia to Germany under the Baltic Sea. Following the tragic Smolensk air crash in 2010, when 
Poland lost half of its political and military elite, Polish relations with Russia improved and there followed 
a period where, in 2011 and 2012, Germany and Poland worked together – in particular the two proactive 
foreign ministers, Guido Westerwelle and Radek Sikorski  – to try to unlock the hitherto deadlocked EU-
Russia relationship. This was the high point in cooperation. 

In the course of the Ukraine conflict, differences arose between Poland and Germany. At the outset of the 
violence in Kiev, in early 2014, the foreign ministers of Poland and Germany took the lead in negotiating 
an end to the bloodshed at the Maidan. But as the crisis grew and Russia invaded Crimea, Poland and 
Germany took increasingly divergent views. Poland (and the three Baltic States) was alarmed about 
Russia’s regional ambitions, fearing a return to the imperial policies that had made it a Russian colony for 
most of the last three centuries. German policy had, for many years, been directed at improving relations 
with Russia through a policy of economic engagement. The German approach of ‘change through linkage’ 
(as expressed by Frank Walter Steinmeier) was the best expression of this approach. In the meantime, as 
the Russian aggrandisement extended to Crimea, the Poles were warning of the policy of appeasement 
and the feeling of schadenfreude (we told you so) was being spoken more loudly in Poland where there was 
confusion regarding those in Germany called Russlandversteher who were calling for respect for Russia’s 
interests.
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The Ukrainian crisis, as it worsened with the war in the east and, in particular, with the downing of 
the Malaysian airliner, undermined the traditional German approach of geo-economics over geopolitics 
towards Russia. Germany then devoted its energies towards shaping and keeping a united position towards 
Russia, which, despite the internal divisions within the EU, has been maintained.

While the German efforts to maintain EU unity were welcomed in Poland there was upset that Polish 
representatives were excluded from the so-called ‘Normandy format’ (Russia, Germany, France and 
Ukraine) - the current framework of discussions aimed at resolving the crisis, which has produced the 
Minsk accords. Poland feels that it has been omitted from a process that is so crucial to its own interests. 
Another concern of Poland was the cautious approach of Germany to the deployment of NATO troops in 
Poland. However, this was to an extent ameliorated by the decision of the NATO Summit of 2014 to the 
establishment of a rapid reaction force with six new command posts in the Baltic States and in Romania 
and Bulgaria with its headquarters in Szczecin, on the Polish coast. This is now being implemented.

other challenges in the relationship 

Energy security and climate policy is one of the most contentious. Poland is heavily dependent on coal 
(90% of its electricity is generated from coal) while Germany is a leading advocate of decarbonisation. 
The Poles will be seeking a position at the Paris Summit where “climate change does not take away its 
development possibilities”. It has fought a fierce rear guard reaction against more ambitious EU policies 
aimed at curbing greenhouse gases.

The refugee situation has also caused tension in relations with Germany. Together with other central and 
eastern EU members who joined the bloc in 2004, Poland has refused to back Berlin’s demands for a 
binding quota system for refugees. Public opinion in Poland has been divided, with demonstrations for 
and against the Government’s firm line, which former Prime Minister Kopacz had described as resisting 
external pressure from EU neighbours to allow Poland to make its own policy decisions, based on its own 
capabilities and security concerns. The situation at the time was also complicated by the looming general 
election in October. More recently, officials in Warsaw had indicated that they would sign up to the 
redistribution scheme, as long as it is voluntary. They had said that, while they were prepared to accept 
more refugees than originally proposed, they expect to see stricter rules governing access to the EU in 
exchange. Polish officials see the root of the current crisis in the foot-dragging of western EU capitals in 
backing a common foreign and security policy for the Union.

the Future perspective

The Law and Justice (PiS) Government from 2005 to 2007 had fraught ties with Germany, Russia and 
Brussels but tried to build closer ties with the US and the UK. There was a change of balance in Poland’s 
foreign policy relationships when Donald Tusk led the Civic Platform party to power in 2007 and made 
the relationship with Germany and his personal ties with Angela Merkel the keystone of Poland’s foreign 
policy. In 2014, Donald Tusk was appointed President of the European Council and this loss for the Civic 
Platform Party was compounded by the failure of the Party in the Presidential election in May 2015, 
when Andrezj Duda of the Law and Justice Party won a resounding victory. Following the result of the 
general election on 25 October 2015 Beata Szydło, PiS, became Prime Minister.
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The result of the general election was a major victory for the PiS, with the Party winning an overall 
majority; the first time in Poland any party had done so since the fall of communism. With the new 
government there are likely to be changes in tone, if not too much of substance, which may provide 
challenges for the relationship with Germany. The Party has strongly argued that Poland needs to be more 
robust and assertive in advancing its national interests. On the most important issue for Germany at 
present, the refugee crisis, Poland had, under the previous government, agreed to take 7,000 refugees and 
had acted as a bridge between other Central European States who were opposing EU policy on the issue. 
In pre-election statements, the Party indicated that they would oppose plans to take any more refugees, 
which could derail EU plans to expand the migrant-sharing scheme. Law and Justice want to sharpen 
NATO policy towards Russia and may use the 2016 NATO Summit in Warsaw to seek a strengthened 
military presence in the country as well as a stronger role for Poland in the negotiations on Ukraine. 
Relations with the US are likely to be strengthened, particularly in the security area. On the economic 
front, there will be no question of Poland joining the Eurozone in the foreseeable future. Poland could, 
in this regard, become an ally against Brexit in helping the EU to devise ways to protect the interests of 
the Member States outside the Eurozone. On EU climate change policies, serious tensions with Brussels 
are likely as Poland will fiercely resist efforts to curb carbon emissions and subsidies to its coal mining 
industry. 

While a new Government in Warsaw may provide challenges for the German–Polish relationship, it is 
expected that relations will not become as difficult as they were during the 2005-2007 period. The ties 
of interest are now so deep that both countries will be conscious of the need to maintain good relations, 
particularly in the face of the huge challenges facing the EU at this time.
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The Franco-German relationship has, for political and historical reasons, been an important feature of 
EU politics. With the uncertainty that the proposed UK referendum has cast in terms of whole-hearted 
British involvement in all areas of EU business, the relationship of the two remaining big powers in the 
EU has assumed even greater importance.

Background

In July 1962, during the visit of President De Gaulle to Germany, Chancellor Adenauer proposed the 
drawing up of a document defining the terms of the Franco-German cooperation; this was implemented 
in the Élysée Treaty. The Treaty began with a common declaration by the two Heads of State on 
reconciliation, solidarity and friendship. In the section on foreign policy the two Governments promised 
to consult each other on issues of common interest. The Treaty contained a number of provisions relating 
to cooperation in the areas of education, youth, scientific research and culture.

Since the signature of the Élysée Treaty political relations between the two countries have formed the 
cornerstone of cooperation. Three different levels of political interaction have developed, namely: the 
intergovernmental; inter-parliamentary; and military and defence cooperation.

The intergovernmental cooperation involves consultations taking place twice a year involving the two 
administrations, as well as organisations such as the Franco-German Economic Council, the Joint 
Environmental Council and the Joint Defence Council. In addition, the two Heads of State and 
Government meet for informal talks every six or eight weeks. 

The Parliamentary relations include the annual meeting between the Bundestag and the French National 
Assembly as well as regular discussions between members of the political parties.

The military cooperation includes the European Corps, which originated from the Franco-German 
Brigade, founded in 1989. The Franco-German initiative aroused the interest of other countries and a 
number of EU countries later joined. 

Chapter 8 
Key Strategic EU Partners: 
France 
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A highlight of the growing rapprochement between the two countries was the invitation by President 
Jacques Chirac to Chancellor Schröder in June 2004 to the ceremony commemorating the 60th anniversary 
of the landing of allied troops in Normandy (D-Day). Schröder was the first German Chancellor to be 
invited to the event and this important gesture of sympathy made a particular impression on the younger 
generation of Germans. Successive German leaders have since participated in war-time commemorations. 
It had been preceded by the ceremony at Verdun in 1984 where President Mitterand offered his hand to 
Chancellor Kohl, in the iconic image of reconciliation.

The many initiatives promoting intercultural and educational exchanges as well as the German–French 
Youth Parliament have played a major role in enhancing understanding between the two countries. The 
necessity to overcome intercultural differences is frequently cited as necessary in striving for closer relations 
between the two countries. Not least in business there are differing approaches, such as, for historical 
reasons the Germans prefer a consensus oriented decision-making style whereas in French companies 
decisions tend to be top down, due to the prevalence of centralised power.

Issues in the Franco-German relationship

The existence of the special relationship between France and Germany obviously has a particular 
resonance within the main multilateral organisations of which both are members. France and Germany 
were founder members of the EEC in 1958 and Germany became a member of NATO in 1955, six years 
after its foundation. Within the now European Union Member States have recognised the importance 
of the Franco-German motor as a driving force within the Union without, however, accepting that it 
should play a dominant role. The relationship within the Union has, in any event, not always been 
harmonious between the two countries. There have been periods in office where Heads of State and 
Government have been in particular harmony viz Helmut Schmidt and Valery Giscard d’Estaing and 
Helmut Kohl and FranÇois Mitterand. There have been low points too – the initial distrust of German 
reunification, the French wariness of German economic success. In general, however, there has been a 
balance in the relationship within the Union whereby German economic clout was balanced by French 
military superiority. For a Germany that did not wish to take a forward position in military and defence 
matters this worked well, with France in a position to claim political and military clout, not least as 
a member of the UN Security Council and a nuclear power. There have been important examples of 
political cooperation such as on the Iraq war where France and Germany opposed the US intervention 
in Iraq when the UK and a number of other EU Member States joined in the military operation. On the 
economic front, the major French objective of EU monetary union was achieved in return for support for 
German reunification – a policy decision, which has set the course of EU economic and monetary history. 
France is the number one recipient of German exports  – the value totalling €102 billion for 2014 with 
imports at €67 billion. 

Recent Franco-German relations have been defined, to a large extent, by the period in office of Chancellor 
Merkel and against the background of the euro crisis, the war in Ukraine and the refugee crisis. 

The so-called ‘Merkozy’ alliance between the Chancellor and former President Nicolas Sarkozy was forged 
in the early months of the euro crisis. Both were of the Center Right and worked well together in tackling 
the enormous challenges that the international economic crisis presented for the Union. 
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François Hollande took office in May 2012 and it has taken almost three years and a number of crises to 
bring the two leaders closer together. 

Shortly after the Presidential election, the French economy went on a downward slide and went into 
recession in May 2013. It seemed inevitable that the economic disparity between France and Germany 
was bound to create tensions. Since 2001, there have been only two years – 2006 and 2007 – when 
France managed to keep its deficit below the EU threshold of 3% of GDP. With 3.4 million unemployed, 
a persistently high trade deficit and close to zero growth the deficit for 2015 is forecast to exceed 4%. In 
Germany there is a huge trade surplus, dwindling unemployment and in 2014 a public account surplus of 
€18 billion. Even though the commitment of the German Government to balance the books has caused 
a lack of investment in infrastructure, that kind of economic success bestows enormous prestige. The 
imbalance was compounded by the very low level of support which President Hollande enjoyed in France.

However, over the past two years the relationship has improved considerably. François Hollande has 
proceeded to implement unpopular measures designed to improve the French economic performance by 
breaking down a number of the sclerotic structural practices with a view to introducing more flexibility 
into the economy and boosting growth. These efforts gained respect in Germany. In addition, the 
international context changed significantly for the two countries and for the EU, where the nature and 
number of crises has posed very serious challenges. Russian aggression, the number of conflicts in the 
Middle East – in Syria, Iraq, Libya, Yemen, the Palestinian territories, all overhung with the shadow of the 
terrorist group ISIS – have caused grave problems in the EU’s neighbourhood. This has manifested itself in 
the overwhelming number of refugees coming into Europe and in the terrorist attacks on European soil. 
The US is retreating and China is seeking to increase its weight and influence in Asia and internationally. 

These crises have, in the recent past, brought the two countries closer together and, in particular, have led 
to a much improved relationship between Merkel and Hollande. A recent catalyst was the terrorist attack 
on the Charlie Hebdo office, when the German Chancellor showed not just solidarity but instinctive and 
genuine sympathy. This was reciprocated in the aftermath of  the tragic crash of the German wings aircraft 
in the French alps. President Hollande’s standing in France was improved by his handling of these tragedies. 
In the immediate aftermath of the massacres in Paris on 20 November 2015, the Chancellor pledged 
to stand shoulder to shoulder with France in fighting terrorism. In line with the political rebalancing, 
Merkel and Hollande entered into negotiations with Russia on Ukraine. It is mainly the Chancellor who 
conducts the ongoing discussions with President Putin but François Hollande is kept fully informed. The 
two leaders invested a lot of political capital in the Minsk II ceasefire agreement, which was the first major 
Franco-German initiative in recent times.

On other fronts, too, there has been acquiescence. Germany and France’s partners in Europe were 
remarkably quiet when the EU Commission decided to give Paris two more years to bring its public finances 
under control. Meanwhile, Socialist President Hollande, who could have been more of a natural ally with 
the radical left wing Tsipras, refrained from backing the Greek PM’s initial calls for debt restructuring, 
although he played the role of being more supportive and understanding of the Greek position. In this 
he can be seen as representing the ‘softer‘ southern Member States while Chancellor Merkel is viewed as 
representing the more fiscally conservative northern States - perhaps no bad breakdown within the EU.
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options for the future

With the weight of the political and economic crises, with the European project endangered by 
indifference, hostility and the rise of nationalism, it is of crucial importance that the Member States of 
the EU be united in the face of these challenges. The issue is to bridge the gap and provide the impulse to 
lift the EU project to a new level. The EU itself is not structured, nor its main officials permitted, to take 
the lead. So, as of now, we are left with the Franco-German partnership to provide the motor to energise 
the Member States to bring about a new enthusiasm and sense of purpose as well as instilling confidence 
in the European project. Sustainable and visible dialogue with partner countries will, however, remain a 
condition for advancing any Franco–German proposals.

It will be difficult to maintain a stable Franco–German partnership if the gulf between the two economies 
grows. France still has much work to do to get closer to Germany in a range of taxation, social security, 
and labour market reforms. In turn, Germany will need to consider its policy of austerity and the sharing 
of debt. If both countries could achieve closer economic cooperation they could then form a core to 
consolidate the Eurozone to move forward.

At the same time a new deal is required on foreign policy. Germany is coming under increasing pressure, 
including from within, to overcome its post-war pacifism and become more involved in crises breaking 
out on the EU’s doorstep. France needs to be willing to share decisions with Germany on the main issues 
and both need to be in agreement on the security and defence policy of the Union. The most urgent 
need at present is to work together on the migration crisis and to provide leadership for the Union in 
dealing with a problem which, as the Chancellor has said, is of catastrophic proportions and the most 
important issue facing the EU at this time. France and Germany have been cooperating in an effort to 
coordinate a response to the crisis. President Hollande has said that France will welcome 24,000 refugees 
as part of the EU-wide plan which, he said, “can and will” bring the crisis under control. In response to 
the crisis, and more recently the terrorist attacks in Paris, France has declared war on ISIS and has begun 
aerial military operations over Syria. The other area where France and Germany have the capacity and 
necessity to continue to work together is on European policy towards Russia, with the aim of securing a 
new foundation for the security of the continent. 
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German attitudes to Britain are currently coloured by concerns about the UK’s renegotiation of it’s EU 
membership, and the subsequent in/out referendum in Britain. In a letter to the President of the European 
Council on 10 November 2015, Prime Minister Cameron set out his requirements for a new settlement 
for the UK in a reformed European Union. These may be summarised as follows:

•	 safeguarding the position of the UK and other non-Eurozone states in the EU by means of legally 
binding principles; 

•	 a legally binding exemption for the UK from the EU’s commitment to ever closer union and 
strengthening the role of national parliaments;

•	 measures to increase trade and competiveness and end ‘red tape’ restrictions on business;

•	 tackling abuses in the right to free movement and restricting the right of EU migrants to draw State 
benefits.

The German Government will play a powerful role in the ongoing discussions regarding the UK requests. 
Chancellor Merkel has made it very clear that she wishes to keep Britain in the EU. In this, she almost 
certainly represents the majority of German political, business and public opinion. She respects the 
British political system and is deeply conscious of history. In her address to the Joint Houses of the British 
Parliament in 2014 she quoted, again, the words used in an earlier address at the same venue by then 
German President Richard von Weizsäcker, referring to the Second World War “what would have become 
of Europe if the people of Britain had not put up such courageous resistance, part of the time standing 
alone.” In this speech she outlined, in considerable detail, the reasons why she wishes Britain to remain a 
member of the EU.

For the Chancellor it is also an issue of the political strength and power of the EU, which would be 
hugely damaged if such a significant partner as Britain were to withdraw. She is conscious that the 500 
million people in the EU make up a mere 5% of the world’s population and that, despite Europe’s 25% 
share of global economic output, the World Trade Organisation estimates that over the next 5 years 90% 
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of growth will be generated outside Europe. Germany would, in addition, lose an ally in the EU, which 
supports free trade and economic liberalism. The Chancellor’s vision of Europe is not inward looking but 
focuses on a future global role for Europe. Germany has an interest in strong cooperation with Britain, 
in particular with regard to London’s global ambitions. The UK is seen as a powerful ally in shaping 
Europe’s opportunities in terms of trade, innovation, competitiveness and a willingness to embrace the 
opportunities of a globalised world. 

Arguably, the country where the consequences of a Brexit would be most acutely felt, in economic terms, 
is Germany, with its huge export trade. This would be felt in terms of the disruption to EU bilateral 
trade and commercial agreements with third countries but also in terms of bilateral trade with the UK. 
Statistics from the German Federal Statistics Office illustrate how significant Britain is as a trading partner 
for Germany. In a list of the ten most important trading partners for Germany in 2014, the UK ranks 
third, taking €84 billion of German exports (France being the largest with €101bn, followed by the US at 
€96bn). For the UK, Germany is a market from which the UK imports more goods and services than any 
other. Germany is also the UK’s second biggest export market - although the UK ranks as only the sixth 
most important country for German imports.

There is the underlying geopolitical equilibrium to the Union which would be completely changed should 
there be two powerful Member States instead of three. Germany does not wish to be in such a relationship 
with France and neither would it be welcome to other Member States. Some, like the Netherlands and 
Belgium, worked hard over many years to get Britain to join in 1973 because they felt more secure, in 
the broad sense, with three rather than two powerful Member States. Europe’s common defence and 
security policy would, in the case of a Brexit, also lose one of its most capable and active world powers – 
a Permanent Security Council member and a nuclear power – even if it is the case that the UK has not 
been in favour of moving towards a Common Defence Policy. Nevertheless, the UK voice in foreign and 
defence policy discussions, with its widespread reach of interests in this regard, would be sorely missed. An 
example of this is the UK leadership of the highly successful EU anti-piracy naval mission, ATALANTA, 
which has been most effective. 

Brexit would also highlight the Franco–German imbalance in defence spending, forcing Berlin to consider 
a more assertive role. If the EU continues to build its own foreign and security policies, Germany would 
be increasingly pressed by Paris, Warsaw, and others, to do more to compensate for a UK departure – a 
prospect which would not be welcome to Berlin, where the internal debate as to how much Germany 
should undertake militarily in international affairs is by no means concluded.

The German Government assumes, as Prime Minister Cameron has stated, that the British Prime Minister 
wants to keep Britain in the EU. The question that arises, therefore, is the price that Cameron believes 
he must ask and the agreement that he feels he needs on the proposals he has put forward. While the 
Chancellor did not rule out treaty change, Berlin has already made it clear that any changes to the EU treaty 
would be too risky, at least at this stage. The comprehensive rejection of the Treaty on the Constitution 
in France, the Netherlands and Ireland showed the German political class the dangers of putting any 
European issue to a ‘yes-no’ vote. On the other hand, since the Euro crisis, Chancellor Merkel’s goal is to 
immunise Europe’s economic union against further currency shocks. To do that, treaties will have to be 
changed. There is, however, no real appetite for a big reform project in Europe and with the enormous 
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challenge of the refugee crisis and the Greek economic situation still uncertain, it is improbable that EU 
Member States will wish to take on the next big European project. Prime Minister Cameron has now 
also indicated that he is not pushing for immediate treaty changes. The Agreement founding the present 
German coalition Government suggested that the grand Coalition of CDU, CSU and SPD is likely to 
take a cautious approach towards further integration of the economic and monetary union. 

In a speech to the German Bundestag, in June 2015 the Chancellor sounded a conciliatory note on UK 
plans to renegotiate its relationship with the EU, saying that the bloc must engage seriously with the UK 
demands and, following the presentation of the British proposals, she said that they must be carefully 
considered. It is clear that the Chancellor lends a sympathetic ear to many reformist ideas. In her London 
speech (to the Joint Houses of Parliament) she said: “we must constantly renew Europe’s political shape so 
that it keeps up with the times.” She has indicated that she is open to reforms to the internal market, to 
competitiveness, to the bureaucracy, to regulation and even to some of the institutions.

Mr. Cameron’s central theme, freedom of movement, and, above all, economic migration within the EU, 
will be the biggest problem. But even here, the two leaders have made some provisions. Mr. Cameron’s 
major freedom of movement speech last year was apparently agreed with Berlin and promptly praised by 
Chancellor Merkel. Both are firmly agreed that there should be fewer welfare incentives for economic 
migrants, particularly in the case of out of work benefits. But there is a red line here that Chancellor 
Merkel will not cross in that she will not agree to quotas or special rules for the UK in this regard and 
neither, above all, will she agree to any change in the basic right to freedom of movement for EU citizens. 
If discussions on the British proposals break down it is likely to be on this issue, where clear signals have 
been given that the Chancellor would be prepared to see the UK leave, rather than limit the freedom of 
movement of EU citizens.

One of the main concerns for Germany is that a renegotiated EU-UK relationship would lead to other 
Member States adopting a ‘cherry picking’ approach to membership and trigger a broader discussion of 
looser integration.

A specific challenge for Germany and for other Member States is to find common ground in the discussion 
as to how the Eurozone and the wider EU can be reconciled. Some German commentators see that this 
effort might form part of a positive agenda for the British Government to succeed in an in/out referendum.

During a visit paid by members of the Institute to Berlin in November 2014, a discernible element of 
impatience with the UK was noted and even the feeling, in certain senior circles in Germany, of ‘let them 
leave if they feel that membership is so negative for the country’. As the British stance has softened in 
recent months, and the Prime Minister and his Chancellor, George Osborne, have engaged in presenting 
their reforms in a more positive light, this attitude has ameliorated. There is still scepticism however, 
particularly among German business representatives that the British and EU demands can be harmonised 
in a way that trade barriers do not grow. There is also anxiety that concessions could be offered and the 
UK could still leave, given the uncertainty inherent in the subsequent domestic referendum. 

In the coming months, Germany will have to devote considerable energy to the refugee crisis, the Brexit 
question as well as to Eurozone reform. As of now, the migrant crisis has come to the fore as the most 
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pressing issue facing the EU. Numbers coming to the EU, and to Germany in particular, are placing huge 
strains on EU Governments, particularly the German Government and causing strong tensions between 
those countries mainly affected. How this is dealt with will undoubtedly affect the negotiations on the 
UK demands in this area.

It is clearly difficult for Germany that Britain is embarking on negotiations over its relationship with 
the EU at a time when Germany is struggling to deal with the ongoing refugee crisis. However, there is 
sympathy in Berlin for the political pressures faced by the British Government as well as a desire not to 
add to the difficulties the EU faces with the existential problem of a British exit. As of now, Berlin has 
largely avoided making explicit concessions to London while expressing a willingness to listen. In line 
with the Chancellor’s careful style, therefore, it is expected that the strategy she will employ on Brexit 
will be to try to reduce the British aims to digestible proposals, which can then be made acceptable to the 
other Member States. If she succeeds, she has made clear that there will be a quid pro quo. She has said 
that she wants the UK to remain a strong, active member within the EU but also went on to state that: 
“it is about reforms in return for solidarity”.
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The twentieth century was catastrophic for Germany: because, it is said, of its ruthless pursuit of its 
‘place in the sun’, it has been assigned the main culpability for WWI. Its drive for Lebensraum in Eastern 
Europe can, with more justification, be principally blamed for WWII. Hence, although it is one of the 
most important economic powers in the world, Germany is more reserved than any other country of its 
kind when it comes to bringing this weight to bear and is particularly squeamish about any application 
of military power.

German-un relations

Both Germanys became members of the UN in 1973, merging to become one member on reunification 
in 1990. Very soon thereafter, the question of permanent membership by Germany of the Security 
Council arose. The question was posed not only by Germany itself: coming up to fifty years after the 
signature of the Charter, there was widespread discussion on whether its provisions regarding the Security 
Council were still in accordance with the actual power distribution in the world. Germany itself would 
originally have preferred an arrangement whereby there would be a permanent seat for the European 
Union. This faltered on the unwillingness of the EU’s two permanent members, the UK and France, to 
renounce their permanent seats. Amid much discussion over succeeding years, centred on agreeing a set 
of new permanent members who would at once represent the world’s continents and these continents’ 
most important States – Brazil, India, Japan, South Africa were mentioned, as well as Germany – the 
German case foundered importantly on the unwillingness of Italy to accept that Germany would be the 
appropriate European nominee in the new circumstances. Variations whereby new permanent members 
would not have a veto have also been discussed. While France has explicitly called for a permanent seat 
for Germany, there is much tactical manoeuvring on the question: it can be cheaply said in circumstances 
where it is generally known that no reform is actually in prospect. Germany is the third largest contributor 
to the UN budget, and the debate is not over, however unlikely the prospect of general agreement is. 

The present Secretary General, Ban Ki-moon, said in 2011: “UN Security Council reform, being debated 
for two decades, is long overdue and the necessary expansion must be made considering how the world 
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has changed”. While the situation remains deadlocked, de facto Germany takes a leading position on 
many issues of world importance, as a member of the G7 and, significantly, as the ‘1’ of the P5+1 which 
negotiated the non-proliferation agreement with Iran, the P5 being, of course, the present permanent 
members of SECCO.

German-uS relations

For many decades after WWII, Germany could legitimately be seen as a client state of the US, which 
had early taken on the role of protector in circumstances where the country was divided during an East-
West confrontation which lasted over forty years. This changed after the end of the Cold War, which, 
not accidentally, was simultaneous with reunification. Gerhard Schröder, who was Federal Chancellor 
from 1998 to 2005, spoke in his first speech as Chancellor of “the self-confidence of a grown-up nation” 
which would pursue its national interest, particularly within the EU. The use by a post-war German 
Chancellor of the concept of ‘national interest’ was unheard-of at the time, and provoked much comment 
as to whether it signalled a repeated German effort to embark on a Sonderweg, or separate German way. 
This was given further impetus by Schröder’s explicit distancing himself from the US in his re-election 
campaign in Hanover in 2002, in which he spoke of a Deutscher Weg, or German Way, in distinction to 
the American Way. “The era in which we look to America and others as a model for our economy is over”, 
he said. Referring to Iraq, he said: “I will not lead this country into adventures”. Iraq was, of course, 
significant, and the Bush/Blair adventure itself broke with an American tradition in foreign policy. It has 
left many traumatic consequences for confidence in American leadership at world level. It will be recalled 
that France, as well as Germany (and Russia) voted against the SECCO Resolution which would have 
given the undertaking international legitimacy. This represented a profound break with German foreign 
policy up to that point, but it had not come totally out of the blue. Egon Bahr, the intellectual architect 
of the German rapprochement with Russia under Willy Brandt in the 1970s that went under the slogan: 
‘Change by means of Rapprochement’, and which in its time was not always smiled upon in Washington, 
argued in 1999 that German and US interests had now diverged, and identified ‘normality’ with greater 
distance from the US.

There is the further fact that since the onset of the Great Recession in 2008 there is an increasingly growing 
gap between Germany and the US on economic and financial policy. Germans saw this above all as a crisis 
in Anglo-Saxon capitalism. The conflict of views has played out in public during the Greek crisis, with the 
US Treasury Secretary, Jacob Lew, and even President Obama publicly criticising the German approach, 
with Finance Minister Schäuble at one stage jokingly suggesting that Germany take responsibility for 
Puerto Rico’s bankruptcy in exchange for American assumption of responsibility for Greece. There is 
also probably more than a suspicion in Berlin that the rather sudden hard line of the IMF on Greek debt 
sustainability, which clashes with the European, and quintessentially German line, has been informed 
by Washington geopolitical considerations. Jochen Bittner, Political Editor at the prominent weekly Die 
Zeit, recently put one side of the Greek debate as follows: “On one side is the tale of Germany destroying 
Europe’s democracy, as told by Europe’s left and heated up by numerous American commentators”. There 
is a profound and growing gap between Rhineland capitalism and Anglo-Saxon neo-liberalism.

There is then the spying conflict. Edward Snowden’s revelations that the US was spying on its ally 
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Germany have had profound consequences in a country deeply antipathetic towards state snooping for 
very understandable historical reasons. The revelation that the NSA was listening in to Angela Merkel’s 
mobile was only the coping-stone of this. Her comment that that this was unacceptable spoke not just of 
this particular aspect, but for German reaction in general. It has not helped that the US is patently not 
ready to classify Germany in the same group of Anglo-Saxon countries which benefit from a no-spying 
agreement, nor has it helped matters that the German intelligence agencies were working hand in glove 
with their US counterparts, including, it seems likely, in spying on European firms.

Germany has also distanced itself from the US on the security front. When it came to participation in the 
NATO Kosovo operation in 1999, then Foreign Minister Joschka Fischer argued that far from being a 
reason for abstaining from ‘out of area’ NATO operations, Auschwitz was a reason why Germany should 
participate. In the meantime, however, Germany abstained in the SECCO Resolution instituting a no-fly 
zone over Libya, and the intervening fiascos of Iraq and Afghanistan, in which Germany was a participant 
in the ISAF, have now brought it to the pass that the slogan ‘Never again war’, prominent during the 
current Ukraine crisis, has replaced ‘Never again Auschwitz’. German resistance, already evident at the 
NATO Summit in Bucharest in 2008, to any notion that Ukraine (or Georgia) might eventually become 
a NATO member has become stronger and more explicit.

German-russian relations

Historically, there has been somewhat of a special relationship between Germany and Russia. For Russia, 
Germany has been the exemplar of European advance over the conditions in the homeland; while for 
Germany, Russia has represented, and still does, a vast country in which its particular products and 
expertise can be employed to the advantage of both. At the same time, in no other country perhaps do the 
German hesitations resulting from history come into play to quite the same extent. Guilt regarding the 
devastation caused by the German armed forces in Russia from 1941 is ever-present. So too is gratitude 
for the perceived role of the USSR, in particular Mikhail Gorbachev, in making German reunification 
possible. After reunification, there was a large expansion of German involvement in Russia. Russia was an 
important market for exports, which Germany was well placed to supply. On the other side, Germany was 
Russia’s third biggest trade partner, and Russian companies are Germany’s most important energy suppliers, 
providing 38% of Germany’s oil and nearly 36% of its gas. The close trade relationship had a spillover 
effect: Germany for a time had the ambition of parlaying it by means of a Modernisation Partnership into 
mechanisms that would promote social and political development in Russia also. Symptomatic of the 
potential intensity of the relationship was the almost seamless transformation of Gerhard Schröder from 
the Chancellorship to the Chairmanship of the Board of Nord Stream, the gas pipeline directly linking 
Russia and Germany, and unofficial best friend of Vladimir Putin.

The annexation by Russia of Crimea has changed all this. While the Coalition Agreement of November 
2013 still contained ambitions to transform Russia cooperatively, Germany has been shocked perhaps 
even more than others by the naked exercise of force by Vladimir Putin in the annexation of March 2014. 
There is now resignation to the fact that we are in for a long-term confrontation between Moscow and the 
West on this question, and there is no doubt where Germany stands on this – with her Western partners. 
At the same time, there are strong currents in German public opinion, which have not given up on Russia. 
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Above all, there is consensus that there is no military solution to the problem. Further, German economic 
interests still have significant weight when it comes to development of economic relations with Russia, 
and Germany is conscious that her economic interests in relations with Russia outweigh those of many 
other protagonists, in particular, the US. Beyond that, a significant part of German public opinion is of 
the view that Russia must not be forced out of Europe, and that, in the long run, as expressed by Foreign 
Minister Steinmeier last year, European security can be achieved only with, not against, Russia. Going 
even further at the Munich Security Conference earlier this year, Steinmeier said that “despite all that had 
happened, we were not relieved of the responsibility of organising a European security order”, a sentiment 
known to be held also by those responsible in Moscow.

German-Chinese relations

Germany’s economic involvement in the rapid development of the Chinese economy over the past 25 
years has been enormous, and of great significance for both countries. The Chinese need for technology 
was readily met by German enterprises. In the early years of this century large German firms like BASF 
and Volkswagen began setting up plants in China. By 2010, China had become the largest market for 
the S class Mercedes, and by 2013 accounted for more than half of worldwide sales. Chancellor Schröder 
established a practice of visiting China at least once a year to promote trade, a practice continued by 
his successor. In the course of this relationship, it has become clear to the German side that prospects 
of Wandel durch Handel, or of bringing about change in China through intensification of trade, were 
minimal. And so the public rhetoric on human rights has been toned down, and it is thought that, on 
Tibet, Foreign Minister Steinmeier has, in the course of smoothing ruffled feathers in Beijing because 
of Merkel’s reception of the Dalai Lama in the Chancellery, issued a letter recognising Tibet as part of 
Chinese territory. The relationship with China has grown even closer since the onset of the world financial 
crisis. In 2011 China accounted for just under 7% of total German exports, making it the third largest 
market for German exports, likely soon to overtake the US. In the debate about the global economy, the 
two countries see eye to eye in a way that could not be said of either’s view of the American approach. The 
importance of the relationship is indicated by the fact that in 2011 full-level government to government 
consultations between the two were initiated.

Nevertheless, it would not be true to say that Berlin is perfectly happy with the current trend of 
development in the China of Xi Jinping. There is some nervousness about recent market trends, and 
what now appears to be a structural crisis in the Chinese economy will call for strategic adaptation on the 
part of German firms and investors. German investment goods and cars will no longer be in demand as 
hitherto. Instead, German car and machine tool manufacturers will have to come to terms with reduced 
profits in China, reaching double-figure reductions in the short term, and probably not again reaching the 
levels they have become accustomed to. Especially hard-hit will be car firms with large local production 
units, who will suffer from over-capacity. German chemical firms will suffer from increased competition 
from state-supported Chinese firms. There will continue to be prospects in sectors such as robotics, 
control technology, environment technology, special chemicals and new materials, but the machine-tool 
sector, a strong German speciality, will, apart from certain niche sectors, be hard hit.

There is also concern with a perceived trend of greater authoritarianism reminiscent of the turn taken by 
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Russian policy under Vladimir Putin, as well as continuing concern with Chinese approach to intellectual 
property, access to protected market sectors, open bidding in public contracts, and cyber security. The 
contribution that German technology can make to Chinese development in well-chosen niches – for 
instance, the strong German diplomatic position in Central Asia is seen as of potential advantage in 
development of the Chinese Silk Road agenda - is still seen as providing some leverage in bringing about 
gradual change, both political and economic, even if there is no realistic expectation that China will 
conform fully to WTO standards any time soon.
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