'The Coalition Is Incapable of Reforms'

Germany's grand coalition reached compromise agreements on a minimum wage and nursing care this week after marathon late-night talks. The middle way has left few people satisfied -- least of all German commentators.

When Germany's grand coalition of left and right was formed in autumn 2005, optimistic observers hoped that the combination of Germany's two main parties, the Social Democratic Party (SPD) and the Christian Democratic Union (CDU), might have enough clout to push through the reforms that everyone agreed the country desperately needed. 

However in the almost two years since that marriage of convenience, every major issue has turned out to be a stumbling block instead of an opportunity to build bridges. The two old rivals, long used to defining themselves and their policies in contrast to the other party, found themselves unable to reach common ground on the issues that mattered. Instead, each attempt at reform, hammered out in marathon talks between the reluctant coalition partners, resulted in a compromise which satisfied few.

So too this time, when the topics on the agenda were the minimum wage and statutory nursing care. The SPD failed to get their proposal for an across-the-board hourly minimum wage of €7.50 accepted at a drawn-out coalition "summit" which went into the early hours of Tuesday morning. Instead, the coalition partners agreed on a compromise, namely introducing a minimum wage for other industry sectors in addition to the construction industry and cleaning services. Regarding statutory nursing care, the coalition partners agreed to raise contributions by 0.25 percent of gross wages as of July 2008.

SPD heavyweights such as party leader Kurt Beck and vice-chancellor Franz Müntefering expressed disappointment with the outcome. The CDU were more satisfied, with German Chancellor Angela Merkel, who is also the leader of the CDU, describing the minimum wage compromise as "a very important step."

Observers in Germany's main newspapers were divided over the results Wednesday, with some expressing regret that the coalition is apparently incapable of far-reaching reforms, while others argue that compromise is perhaps the best solution.

The center-right Frankfurter Allgemeine Zeitung writes:

"As usual, the controversy over the minimum wage and nursing care insurance could only be solved by the grand coalition in its normal unsatisfactory way. The compromise is unsatisfactory for all those within and outside the government parties who had expected 'larger' and 'more courageous' steps ... . Because, however, the SPD's goals are exactly the opposite of the CDU's when it comes to these issues, all the calls for heroism helped little. Faced with the choice between making the coalition appear incapable of taking action, or letting the alliance split up, the coalition partners decided on the tried and trusted third way: They agreed on complex 'solutions' of dubious utility ... ."

"It was like this with the health reforms, and it will be the same with other cases in the future, because despite all the ground being given, the SPD and CDU still differ on basic political questions. While the CDU believes -- at least in principle -- in the freedom and direct responsibility of the citizen rediscovered under Merkel, the SPD in its post-Schröder phase has once again made the welfare state its priority."

The left-leaning Berliner Zeitung writes:

"Critics accuse the grand coalition of lacking the necessary courage to make radical reforms. That is correct. Since yesterday, however, one can add: This state of affairs is actually completely okay. What the coalition agreed on in the early hours of Tuesday regarding the minimum wage is again politically just a small compromise. But in contrast to the health reforms, this will not harm the country. Instead, it is likely to be useful."

"One shouldn't fool oneself: If minimum wages were introduced in all industry sectors, this would mean a huge increase in under-the-table work. Probably jobs would even be lost on a large scale. That is the difference between having good intentions and doing good."

"But it is not the case that defeat on this issue is unpleasant for the Social Democrats. On the contrary, it is the best thing which could happen to them. Because finally the SPD has a topic with which it can appeal to its traditional constituency and once again find common ground with the trade unions. And finally it can demonstrate an unbridgeable difference to its coalition partner. That is immensely important."

The conservative Die Welt writes:

"The nursing care insurance system is threatened with collapse as a result of demographic change. But instead of taking precautions for the difficult years ahead, the government is increasing the long-term financial problems even more, by expanding the entitlements of those in need of care. Social policies can hardly be any more short-sighted."

"Also with the minimum wage the result is disappointing. ... Experience with an industry-specific minimum wage in the construction sector shows that this instrument does not help to reduce poverty, but instead helps above all to make companies more vulnerable to foreign competition. Consumers foot the bill for this protectionism through higher prices." 

"The current economic upswing clearly allows the coalition to forget that Germany still needs structural reforms. The government is, however, apparently ready to march in the wrong direction when it comes to social and labor policies if in doing so it can score points with voters in the short term. The coalition partners may have shown they are capable of action, but they are clearly not capable of reform."

The center-left Süddeutsche Zeitung writes:

"If the SPD had succeeded with its desire for a minimum hourly wage, substantial damage would have occurred. Low-qualified people in particular would have lost their jobs or the prospect of employment, since the employer could never have reflected the costs of the product or the service on the market again. At the end of the day, some would have earned more, but many however would have earned nothing at all."

"The approach the coalition has chosen, namely of proceeding on a sector-specific basis, ... is therefore the best way. On the one hand, it remains the case that those who are less productive earn lower wages. On the other hand, slave wages can be avoided. In light of the possible alternatives, the coalition decided -- albeit involuntarily -- correctly."

The left-leaning Die Tageszeitung writes:

"Grand coalitions mean grand solutions. That, at least, is what the optimists said at the beginning of the SPD-CDU government in autumn 2005. Today every child knows that this grand coalition usually means no solution; at best, it produces small solutions. The measures which the government is now offering for improving the catastrophic conditions in nursing care institutions and for restricting exploitative conditions on the job market lie somewhere between small and no solution."

"Social issues in all their complexity -- including social, health, family and education policies -- have catapulted themselves to the top of the political agenda. Neither the Union nor the SPD has so far found an answer to the questions they raise. ... They have promised 'more freedom' in order to help 'the weak.' The decision not to introduce a statutory minimum wage means the opposite. More than 1 million people (in Germany) will continue to earn poor wages of only between €3 and €5. That means poverty despite being in work."

