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1. Unemployment and employment policies in 
Germany  
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National Government:
• Federal Employment service (including occupational guidance)
• Funding of local employment services and social assistance
• Funding for innovative local projects in the fields of education

and employment

16 State  („Länder“) Governments:
• Educational services, schools
• Supervision of local authorities

Local government:
• Delivery of localised employment services and social

assistance
• Social services
• Social development policies
• Integration policies for immigrants

Multi-Level Government in Germany
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Labour Market Policies in Germany – Institutional Layout

Federal Institute for Employment Local Authorities

Social Law II
Basic Protection
- Social Assistance
- Activation
- Employment

Services
- Active Labour 

Market Policies
Model 1: 303 „joint
facilities“ (gE)

Social Law III

offices

Social Law III
Insurance System
- Unemployment

Benefits
- Employment

Services
- Work Counselling
- Active Labour 

Market Policies
- Labour Market 

Authority
156 regional 
offices

Social Law IISocial Law II
Basic Protection
- Social Assistance
- Activation
- Employment

Services
- Active Labour 

Market Policies
Model 2: 105 
municipal
jobcenters
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Unemployment Rates

Source: OECD
Germany, Korea
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2. SGB II – Basic Protection for Jobseekers



© Matthias Schulze-Böing .2021

© Matthias Schulze-Böing 2024

GEWAK
Frankfurt

The welfare-reform of 2004/2005

• „Agenda 2010“ – a response to structural unemployment, labour 
market inefficiencies and the financial crisis of the welfare state

• „Hartz 4“ – reform: merging unemployment benefits (for the long 
term unemployed) with social assistance 

• Provision of an integrated scheme, including assistance for job-
seekers and their families and integration measures 

• Implementing an activating employment policy

• Creation of new organisational bodies as integrated job-centers 
(one-stop-shops)
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The Service Approach of SGB II with Jobcenters 
as agencies of delivery

• Linking „passive“ and „active“ benefits and services

• A balance of rights and obligations (benefits are
conditional)

• Integration of employment services and social services

• Case management as methodology of reference

• Integration strategies integrated and holistic
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Relaunch of SGB II 2023, Transition into „Citizens Allowance“

• Key-project of current „Traffic-Lights“-Coalition

• Incremental reform, no paradigm-shift

• Alleviate conditionality

• Improving incentives to take up work by credits on earned
income

• Transition from obligatory „Integration Agreement“ to
optional „Agreement on Cooperation“

• Raising the level of basic income allowance
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Source: OECD



© Matthias Schulze-Böing .2021

© Matthias Schulze-Böing 2024

GEWAK
Frankfurt

Source: OECD
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3. Working in Partnership?

Cooperation of Public Agencies and
Private Providers within the German 
Model
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Public Authorities – Private Providers 

• Sovereign Functions executed exclusively by public authorities
(decisions on applications for benefits, sanctions, referral to
services delivered by third parties…)

• Discretion with regard to budget decision and service policies

• Specific rules for SGB III and SGB II-agencies

• Measures of active labour market policies usually commissioned
to private providers

• Cooperation with NGO´s and Non-Profit-Organizations of
relevance within SGB II
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Commissioning employment services

Strict rules for „Agenturen für Arbeit“ (SGB III, regional agencies of
the BA, the federal institute for employment) and Jobcenters (SGB 
II, delivering services related with the basic protection scheme):

• Going for tender obligatory

• Providers have to proof certification (with regard to quality
management and with regard to the measures they provide –
AZAV (similar to ISO 9001))

• Very competitive market
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Plus 
Funding by
Local
Authorities
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Achievements, Shortcomings, Debates

• Accountability (+)

• Flexibility (+, but depending on discretionary policies)

• Decline of quality? Priority to competitive price-settings?

• The market for employment services is very volatile, a high-risk-
market for providers, thus preventing major investments in 
innovation and attracting „hit and run“-business models (-)

• Fragmented work-flow of services within the public agencies
and services provided by third parties (-)

• Commissioning of services to third parties may increase
transaction-costs

• Re-internalisation of services as an option?
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Excursus: The Case of the
Vouchers for Activation and
Jobplacement
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Vouchers for Activation and Job-Placement (AVGS) (I)

• Introduced in a first version 2002 as part of the „Hartz“-reforms
with the aim to improve the effectiveness of job-intermediation
and to encourage competition between public agency and
private providers

• Has been developed further over time

• Eligibility:
SGB III: 6 weeks after first receiving unemployment benefits
SGB II: Jobcenters are free to use AVGS from the first day
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Vouchers for Activation and Job-Placement (II)

• Fee for private provider: 
2.500 Euro per placement of 6 months or longer
- 1st instalment 6 weeks after placement: 1.250 Euro
- 2nd instalment 6 months after placement

• Higher fee for the placement of Long-Term-Unemployed and
persons with disabilities (3.000 Euro)

• According to evaluation-research, the voucher had a positive 
impact on the performance of employment policies in the early
years
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Vouchers for Activation and Job-Placement (III)

• AVGS mainly used for the easier-to-place clients

• With improved conditions on the labour-marktet AVGS has lost 
relevance

• Causes:

 fee too low to allow for the intermediation of the hard-to-place

 procedural rules regarded as unfair by private providers

 many providers left the market

 Public agencies have improved their capacities of job-
intermediation
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4. Cooperation and Partnership
within the SGB II-System 
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Psychological problems

No access to
decent housing

Exclusion from cultural
activities

Problems with drug using

Health problems
Plunged in debt

Not employable
because childcare
issues unsoveld

Poor grades at school

Not able to participate in afternoon classes

No money for school excursions

No job
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SGB II needs an ecosystem of complementary services
Agencies
for Debt

Counselling

Social
Workers Medical & 

Psychological 
Services

Providers of
Skills 

Training

Help-Points 
for Tenants
in Trouble

Schools, 
Teachers

Agencies for
Job 

Placement

Youth 
Welfare

Department

Immigration 
Authority

Jobcenter

Other
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The SGB II - Ecosystem

Jobcenter

Private 
Providers of

Services

Non-for-Profit 
Providers (Third 

Sector)

Public 
Authorities Employers
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The Challenge: 
Improving systemic performance (I)

Optimization of the service portfolio
• What can best be done internally?
• What should be externalized?

• What can be done in collaboration? 

Clarification of roles of actors
• Jobcenters 
• Private providers
• Third-sector-organisations

• Authorities with complementary responsibilities
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The Challenge: 
Improving systemic performance (II)

Managing the work-flow
• Management of the „social value-chain“
• Communication (channels, formats, common ground)
• Attitudes of staff

• Skills of staff

Clarification of roles of actors
• Jobcenters 
• Private providers
• Third-sector-organisations

• Authorities with complementary responsibilities
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Make the Triangle of Employment-Services work!

Jobcenter Service 
Provider

Clients
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Project: „Make it Work. Quality-Processes within the
Triangle of Employment Services“
Commissioned by the State of Hessen
Running 2024-2025

Consortium
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Main Steps of the Project

Investigating the drivers of success and failure
• Data analytics
• Focus-group-interviews 

Exploring new ways of cooperation within the Triangle
• Regional conferences on the implementation of local

employment policies
• Training to improve the mutual understanding of actors and to

communicate more effectively
• Training to improve the quality of counselling

Policy recommendations to the State-Government of
Hessen
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5. Conclusion
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Concluding remarks

• The system of labour-market-policies has only limited 
room for outcontracting services

• Private providers nevertheless play an important role
• Germany has the biggest market for employment and

complementary services in Europe
• The system of basic protection (SGB II) has opened

new perspectives for the development of local
partnerships

• The Triangle of Active Labour Market Policies may be a 
new framework to raise potentials for better
performance of the system
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Appendix



© Matthias Schulze-Böing .2021

© Matthias Schulze-Böing 2024

GEWAK
Frankfurt



© Matthias Schulze-Böing .2021

© Matthias Schulze-Böing 2024

GEWAK
Frankfurt

Employment
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Share of fixed term labour contracts
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Evolution of temporary work (agency work)
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Unemployment
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Longterm-Unemployment
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