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Germany's government crisis is 

grave. Struggling to stave off an 

untimely political demise, Angela 

Merkel is desperately seeking a 

coalition partner. An analysis 

follows.

A popular German caricaturist recently captured the gist of 

Germany's political situation with a wit as sharp as his pencil. 

The cartoon depicted CDU, CSU and SPD leaders Angela 

Merkel, Horst Seehofer and Martin Schulz sitting in a row, 

their panic-stricken faces aghast as the legs of their chairs 

splinter like so many matchsticks. The caption reads, "There 

is much in common." This was no tongue-in-cheek comment 

on their shared political ideas; it was an accurate description 

of the three chairpersons' precarious position in the wake of 

the Bundestag elections. All three incumbent parties suffered 

historic losses in September. Now all hopes of overcoming 

Germany's government crisis rest on the very parties that 

voters saw fit to punish by denying them a mandate. 

Europe's mighty giant is reeling—there has never been a 

domestic political situation as daunting as this in the history 

of the Federal Republic of Germany.

On the evening of the election, the SPD had categorically 

refused to talk about keeping the ruling coalition alive. It 

takes a Bundestag majority to elect the German chancellor, 

so Merkel needs the votes of at least one coalition partner to 

remain in power. The first bid to form a new government 

ended with a bang, not a whimper, on November 19th. 

Chancellor Angela Merkel spent five weeks haggling with the 

FDP and the Greens over the modalities of an alliance with 

the CDU/CSU. The parties had looked to be on the verge of 

coming to terms. But things took a surprising twist when the    

business-friendly FDP folded, quitting the poker table just 

before the final hand was played out. FDP chairman 

Christian Lindner said, "It's better not to govern at all than to 

govern wrongly," leaving Merkel to sort out the shambles.

What’s next for Berlin? 

Three options remain after the first exploratory talks ended 

in a fiasco. One is the incumbent 'grand' coalition of CDU, 

CSU and SPD. The other is an unprecedented minority 

government led by a chancellor who will be forced to seek a 

parliamentary majority for every political decision. The final 

option—snap elections—is a last resort, but it may yet come 

to pass.

The first alternative is now being pursued in exploratory talks 

with the social democrats. The SPD turned on its heel at the 

vigorous urging of Federal President Frank-Walter Steinmeier

and is now putting talks with the CDU and CSU to a vote. 

This leaves the SPD in a bit of a pickle. Its about-face at 

Steinmeier's insistence has incurred harsh criticism from 

many supporters. Party chair Martin Schulz's standing has 

since crumbled. While Merkel remains on relatively firm 

footing, his position is so weak now that the media are 

speculating his ground support may soon give out. Then 

again, the social democrats could be the queen-makers in 

this play. Well aware of their role, they are already starting to 

clamour for far-reaching concessions and billions in 

commitments, especially to fund welfare-minded social 

policies. Trade associations have issued dire warnings against 

misguided decisions that undermine economic growth and 

will eventually cost many jobs. The pressure is piling up; the 

current chancellor is feeling the squeeze. Citizens are 

impatient for her to form a government tout de suite, but 

her supporters are reluctant to grant the social democrats 

much in the way of concessions. Merkel is caught in an 

existential bind that leaves little wriggle room. But all is not 

lost—at least not yet.

The political situation from 

the perspective of the famous 

German caricaturist Klaus 

Stuttmann: "My chair is 

shaking!" says CSU-leader 

Horst Seehofer (left). "Mine 

too!" shouts Chancellor 

Angela Merkel. And SPD-

leader Martin Schulz 

confesses, "mine too!" Above 

the political grandees it is 

written: "Is a Grand Coalition 

coming?! There is much in 

common!"
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When could a new government get off the 

ground?

Such exploratory talks always precede exhaustive, and often 

exhausting, coalition negotiations. This time, the tug-of-war 

between conservatives and social democrats is likely to be a 

protracted contest of attrition. Until it is resolved, a 

provisional government will remain at the helm. A makeshift 

administration's ability to skipper Germany is limited; the 

uncharted political waters leave it with scant leeway to 

manoeuvre. France's President Emmanuel Macron, for 

example, has put forward bold proposals for reforming the 

European Union, but Germany's response will have to wait 

until a new federal government is in place. Brexit, in turn, is 

conspicuous only for its absence on the agenda for coalition 

talks. The consensus on Germany's position remains firm 

across all parties. 

It will be a minor miracle if a new government takes up its 

mandate before early 2018. Should the talks between the 

CDU, CSU and SPD fail, new elections are likely to follow. 

Months would pass before a new government is formed. Few 

are thrilled by the notion of a minority government. Political 

pundits believe this option to be an interim discomfort to be 

endured on the way to new elections.

Why are Germans afraid of a minority 

government?

The minority government, an ordinary state of affairs in many 

countries, is an anomaly in Germany. Those words hardly 

figured in the German political vocabulary until the last 

Bundestag elections. That sort of arrangement just wasn't on 

the cards, especially at the federal level. If voters neglected to 

provide a clear mandate in the Bundestag elections, there 

was always the grand coalition of CDU, CSU and SPD—that 

is, the big centrist parties—to fall back on. 

This stopgap solution promised to go the Aristotelian golden 

middle way, ensuring political stability to keep those on the 

political fringes at bay. The CDU, CSU and SPD were able to 

command collectively more than 80 percent of votes over the 

course of decades. This is why the three-time ruling alliance 

came to be called the 'grand' coalition. As of this election, the 

three parties account for just over 50 percent of votes. In the 

Republic's early decades, the Bundestag was home to four 

parties; today seven sit in parliament. 

Although various states have been ruled by minority 

governments from time to time, these fleeting episodes were 

always cut fairly short by new elections. History has taught the 

Germans to dread the minority government. They believe it 

jeopardizes the nation's stability. Echoes of the Weimar 

Republic, Germany's first democratic era that ended with the 

Nazi's seizing power, may still resonate here. 

It seems the authors of the Federal Republic's Basic Law—

Germany's de facto constitution—could well have imagined
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the possibility of a minority government. They considered a 

functioning parliament to be more important than a well-

functioning government. And President Steinmeier recently 

made it clear to the parties in the Bundestag that 

circumstances would have to be exceptional indeed for the 

law to allow for snap elections.

What are the hot issues for the CDU/CSU 

and SPD's upcoming exploratory talks?

These parties have demonstrated their ability to govern 

jointly in a stable alliance. Even so, there are some sticking 

points that could jeopardize a renewed coalition. An 

overview of key political issues follows:

• Conservatives and social democrats' views on energy 

policy are compatible. Neither party is keen to kill King 

Coal any sooner than planned. No one wants to see 

mass layoffs of miners bring turmoil to entire regions. The 

CDU, CSU and SPD prefer to pursue measures to expand 

renewable energies, reduce energy consumption and 

electrify transportation in order to achieve the climate 

goals set out by international accords.

• The debate over economic policy is unlikely to ruffle 

feathers. Both camps view privatizations with a sceptical 

eye. If the parties come to terms, the federal government 

will remain Deutsche Bahn's biggest shareholder. 

Conservatives and the SPD have agreed not to bring 

private investors on board when it comes time to set up 

the Autobahngesellschaft, the nationwide highway 

network's prospective new operator. Germany also holds 

shares in the Cologne/Bonn regional airport, but the 

tenuous political conditions in Berlin and resistance from 

within the SPD have prompted the government to shelve 

former finance minister Wolfgang Schäuble's plans to 

privatize the airport. Consumer advocates are exerting 

growing influence on economic policy. The German 

government has been a zealous backer of consumer 

protection causes such as data privacy, insurance and 

product packaging. This stance is unlikely to change if the 

coalition of CDU, CSU and SPD is reanimated.

• The issue of immigration looms large over both political 

camps. Conservatives and social democrats lost many

voters to the right-wing populist AFD, which is 

demanding an immediate end to immigration. The CSU 

has long been calling for legislation to limit the influx to 

200,000 immigrants a year. So far, neither the chancellor 

nor the SPD support this initiative. On the contrary, the 

SPD advocates refugees' right to family reunification. 

Conservatives take issue with that. Immigration and 

internal security are closely linked, so chances are that 

this discussion will get heated.  

• The budget is a major bone of contention with the SPD 

calling for billions in added social spending. It wants a 

hefty hike in retirement benefits and a costly health 

reform in the guise of a new 'citizens' insurance.' So far, 

the CDU and CSU have firmly rejected proposals to 

finance such measures by raising the top income tax rate. 

Both conservative parties insist on budgetary discipline. 

Neither wants to see deficit spending make a comeback. 

Conservatives want to use any available discretionary 

funds to step up spending on things like the Bundeswehr 

and military equipment. Conservatives and social 

democrats are unanimously committed to investing more 

in education, family welfare and the digital 

transformation. 

• Differences over European policies are more chasm than 

crevice. The SPD has long championed the Eurobonds 

coveted by France's president Macron and many other 

heavily indebted EU members.  To date, the Union has 

refused to entertain any such notions. Macron wants a 

European finance minister, a proposition endorsed by the 

SPD. The conservatives could be persuaded, provided 

that this office's power to meddle in domestic budgetary 

matters remains limited.

What is to become of Angela Merkel?

Many observers are unsure if Angela Merkel will actually 

govern for four years should the grand coalition endure. 

During the election campaign, she promised citizens that she 

was running for a full legislative term. Although Merkel isn't 

exactly out in the cold just yet, there is a chill in the air in this 

winter of her party's discontent over the disastrous election 

results. Should the exploratory talks with the SPD run 

aground, Merkel's political boat may not float for much
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What are the implications of all this 

for businesses?
Some political decisions will be put on hold during this 

transitional phase.

Fundamental changes to major issues such as taxes and 

other financial burdens are unlikely to be forthcoming 

until a new government is in place.

The interim government will follow through on 

notification procedures that are already underway to 

advise the EU of draft regulations such as new 

ordinances.

The economy's robust health will encourage the new 

government to step up investments, above all in 

education, research, digitisation and the military.

longer. The situation at the CSU, the CDU sister's party, is 

even more volatile. The party's regional association is openly 

calling for the resignation of party chair Horst Seehofer, who 

also happens to be Bavaria's prime minister. And the 

revolving door could soon start spinning at the SPD. Evidently 

powerless to keep his party in line, Martin Schulz's remarkable 

proclivity for appalling blunders plays out with near daily 

regularity. That cartoonist could not have drawn a more 

telling picture of this political scenario; his caption is the 

proverbial writing on the wall. Generational change is in the 

air, everywhere.


