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“On the Hartz Reform. Its background,its influence on labor
market system and its evaluation”

Summery;

In this paper, I would like to try to explain the influence of the Hartz Reform on the
German social security system and think about the question whether it means the
institutional evolution of the German Welfare State (Sozialstaat). In order to attain this
purpose, I would like to explain at first the short history of the German Welfare State.
The German Federal Republic has constructed the good social security systems from
1945 till 1975 such as other European countries. The high economic growth in this
period enabled these countries to construct good social safety net. But in 1970, it
happened the Doller crisis and the high prices of oil and these events made the economic
situation of American and European countries worse. The USA and almost all European
countries collapsed to economic stagnation. It was shown by the high unemployment
and low growth rate of economy after 1970. And further, the reintegration of east and
west Germany at 1990, the enlargement of European Union and the Globalization after
1990 compelled the European countries to compete each other.

Now German Prime Minster Gerhard Schroeder constructed the Hartz Committee
in 2002 in order to reform the German Social Security System. And this committee
proposed some plans named the Hartz Reform reforming the old social security system.
The proposals of this Hartz Reform are influenced by the positive labor market policies
of the North European countries. And Schroeders Idea on “Agenda 2010” was also
influenced by the Third Way of Social Democracy by England’s Prime Minister Blair.

The points of Hartz Reform (laws of Hartz I-IV) are as follows; 1. Government
organizes the Job Center which introduce the unemployment new job through Personal
Service Agentur (PSA) and gives the unemployment job training. 2. Government
integrates the unemployment insurance and the social security for the purpose of
reintegrating the unemployment into the labor market. 3. Job Center and Competent
Center support the entrepreneurs to employ the workers, because the entrepreneur is
requested to create new job and employ the workers. When they can create new jobs,

their unemployment insurance premium should be reduced. 4. Government finances the
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policies which attempt to reduce the number of the unemployment thorough creating
new jobs. Now does the Hartz Reform mean institutional evolution of the German labor
market system? It introduced some positive labor market policies into the German labor
market and could reduce the number of the unemployment recently. So we can evaluate

this reform brings institutional evolution of the German labor market.
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