USING MARKET OPPORTUNITIES PROFESSIONALLY
2008 Annual Report



©2009 Bundesagentur fiir Arbeit (BA), Regensburger StraBe 104, 90478 Niirnberg
Mailing address: Postfach, 90327 Nirnberg
Telephone 0911 179-0, Fax 0911 179-2123

May be reprinted if source is cited. Please send confirmation copies to the Bundesagentur fir Arbeit.



2008 ANNUAL REPORT

The Fifty-Seventh Annual Report
of the Bundesagentur fiir Arbeit

In compliance with Section 393 (2) of Book Three of the Social Code, the Executive
Board hereby submits the following Annual Report, approved by the Board of Governors,
for the period from 1 January to 31 December 2008.*

*Discussions of matters relating to Book Il of the Social Code
are not subject to approval by the Board of Governors of the BA.



CONTENTS

Foreword from the Executive Board 4
Foreword from the Board of Governors 6
Major Events in Fiscal Year 2008 8
1. BRIEF REPORT ON FISCAL YEAR 2008 10
2. OPERATING-POLICY OBJECTIVES 14
3. REPORT OF THE BOARD OF GOVERNORS 20
4. REFORM AT THE BA 22
Further developments in the Employer Service 22
Internal auditing 23
Central Office for International Placement and Specialty Professions (ZAV) 23
Developments at the Family Allowance Office 24
Customer response management 25
5. PERSONNEL/ORGANISATIONAL DEVELOPMENT 26
Demography-sensitive personnel policy 26
Performance and development dialogue 26
Improving leadership 26
Reorganisation of internal training structures 26
Standards for uniform process and service quality 27
Personnel concepts for Book Il and Il of the Social Code 27
6. FINANCES 28
7.SGB I 32
Client structures under Book Il of the Social Code 32
Furthering targeted support for special groups of people 32
Do good and talk about it - Conferences of experts under SGB |l 33
Four years of employment-orientated case management -
an interim report 34
Combating abuse of benefits 34
Objections and legal action 35

4 CONTENTS



8.

10.

THE LABOUR MARKET

The economy and the labour market

The training market

International cooperation

Equal opportunity on the job market

Institut flr Arbeitsmarkt- und Berufsforschung
(IAB, Institute for Employment Research)

. EMPLOYMENT AND TRAINING MEASURES

AND SPECIAL PROGRAMMES

Promotion of further occupational training
Transition from school to work

The European Social Fund (ESF)

The European Globalisation Adjustment Fund (EGF)
Supporting the participation of disabled

and severely disabled persons in working life

The "WeGebAU" special programme

Short-time work

Winter construction/seasonal short-time working allowances
Part-time work for older employees

EARNINGS REPLACEMENT BENEFITS
Unemployment benefit/partial unemployment benefit
Voluntary extended insurance coverage

Insolvency money

Periods of suspension of benefit

Objections and legal action

ANNEX

36
36
38
40
40

41

42
42
42
45
45

45
47
47
48
49

50
50
50
50
51
51

52

Q Bundesagentur fiir Arbeit



FOREWORD FROM THE EXECUTIVE BOARD

Dear Readers,

the previous year, 2008, was not only marked by successes but also by new and
substantial challenges for the Bundesagentur fir Arbeit (BA, Federal Employment
Agency). The number of people out of work decreased once more and, in October,
actually dropped below the level of 3 million for the first time in 16 years. After
its exceeding the 5 million mark at the beginning of 2005, this is a sign that the
good economic and political framework conditions and the solid work at the BA
have been rewarded. Similarly, the financial situation of the BA developed in a
more favourable way than had been expected - instead of an operative deficit of
EUR 2.5 billion, it proved possible to achieve a surplus of EUR 1.38 billion. And
this, even though the contribution rate was lowered once again from 4.2 percent
to 3.3 percent at the beginning of the year.

We would like to express our thanks to the entire staff for this positive result.
They have been successful in implementing the major aim of the second phase
of reform, namely the improvement of the operative results of the BA within the
new structures created by the reform. The fact that the BA has achieved the
majority of its goals for 2008 is, in essence, due to the efforts of each individual
member of staff. Likewise we are extremely grateful to all our partners in the
political, economic and social spheres, especially to our Board of Governors and
to the Federal Ministry of Labour and Social Affairs (BMAS). It is only because of
the dedication of all involved that successes have been made possible.

It is particularly gratifying that it was possible to reduce long-term unemploy-
ment on an appreciable scale in 2008 for the first time for many years. This
shows that the labour market has become more dynamic and flexible and that
the work in the legal sphere of the Social Code, Book Il has borne fruit. At the
same time, however, 2008 has also shown that there is much scope for improve-
ment even in this area - and this completely independently of the judgement of
the Bundesverfassungsgerichtes (Federal Constitutional Court) that rejected the
mixed administration in the joint agencies.

Last year - as already one year earlier - the positive developments at the BA
engendered a lively discussion about the level of the contribution rate. At the
beginning of October, the Grand Coalition decided to lower the contribution rate
for unemployment insurance once again. As of January 2009 it has been legally
set at 3 percent and in the wake of a legal ordinance was then lowered to 2.8
percent until the middle of 2010.
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It was the Bundesagentur fir Arbeit (BA) that created the prerequisites for the
adjustment of the contribution rate. Employers and employees will be unburdened
to the amount of EUR 30 billion per year through the three reductions in the con-
tribution rate within three years. Whether the losses in income can be absorbed
by 2010 by the existing reserves depends on future economic developments.
Nonetheless, the mandate bestowed on the BA by the political sphere - to
improve performance even further despite meagre funds and the relatively poor
economic situation - is also a sign of trust in the BA's capabilities.

In view of the looming crisis, it is the intention of the Executive Board to accept
the challenges of the current developments and at the same time to continue
to press vigorously ahead on future issues such as the demand for skilled staff
and prevention.

A W T el uﬂwé“”

Heinrich Alt Frank-). Weise Raimund Becker
Member, Executive Board Chief Executive Officer Member, Executive Board
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FOREWORD FROM THE BOARD OF GOVERNORS

Fiscal Year 2008 was marked by very positive developments on the labour
market. These were due to the favourable economic prerequisites that existed
up to the middle of the year, as well as to the reforms at the Bundesagentur
fur Arbeit (BA, Federal Employment Agency) introduced by the Executive Board
and the Board of Governors. It is gratifying that the integration into training and
employment of those looking for work is more successful now than it used to
be. Moreover, in 2008, it was once more possible to lower the contribution rate,
which in turn facilitated a noticeable easing of the financial burden on employees
and employers. At the same time, and on account of the good financial develop-
ments, the Bundesagentur fir Arbeit was successful in building up reserves for
economically less positive times.

In general, the Bundesagentur fir Arbeit was well equipped for the downturn on
the labour market which already began to emerge at the end of 2008. Although
the BA cannot prevent the effects of the financial crisis and the global eco-
nomic downturn from affecting the labour market, it can, with its wide set of
instruments, make an active contribution to retaining as much employment as
possible. The Board of Governors is convinced that the Bundesagentur fir Arbeit
can achieve this most effectively by applying measures that are both future-
orientated and market-relevant and in accordance with effectivity and economy.
For the Bundesagentur fir Arbeit it is therefore now a case of continuing to
strengthen the goals already achieved and of improving the quality of the place-
ment results.

Given the difficult situation of the economy and the labour market in the years
2009 and 2010, a highly performing Bundesagentur fur Arbeit is vital. The Board
of Governors and the Executive Board have put forward a Budget for 2009 that
will make it possible to react appropriately on the labour market despite negative
economic framework conditions. Having said that, during the preparation of the
budget in Autumn 2008, it was not yet possible to take into account the eco-
nomic situation that became cloudier and cloudier towards the end of the year.
If it should prove necessary, the Board of Governors and the Executive Board will
correspondingly introduce essential corrections in order to adapt the budget of
the Bundesagentur fiir Arbeit to economic effects as well.

The Board of Governors calls on the political powers that be not to increase
the budget risks of the Bundesagentur fiir Arbeit by assigning it ever newer
tasks pertinent to society as a whole. Precisely because prospects on the
labour market are becoming gloomier, the employment offices must be in a
position to concentrate on their core task of providing advice, placement and
targeted, active support. With a large majority, the Board of Governors rejects
the integration contribution (Eingliederungsbeitrag) that replaced the slippage
penalty (Aussteuerungsbetrag) at the beginning of 2008, and with which the
Bundesagentur covers half the integration costs for recipients of tax-funded
unemployment benefit Il, on the grounds that this amounts to an unconstitutional
assignment of state duties. At the same time the Board of Governors has voiced
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its disapproval of shifting the financing of contributions for periods of parental
childcare from the Federal Government to the unemployment insurance system.
Here it is also the case of a task that is related to society as a whole, the financing
of which should lie with the tax payer rather than with those contributing to
unemployment insurance.

The Board of Governors will continuously strive to ensure that the Bundesagentur
fur Arbeit uses the means at its disposal sensibly and in the interest of the
unemployed, the employed and the employers, particularly during the current
downturn. It appeals to all actors in economic life to safeguard employment and
to avoid dismissals that are due to conditions prevailing in establishments as
far as possible. To this end the following measures could make a contribution:
intensive use of short-time work; an enhanced effort towards further in-house
training; improved connections between qualifications and short-time work; as
well as the more-targeted expansion of further occupational training, especially
for those with low skills, both employed and unemployed.

T G I SN

Peter Clever Annelie Buntenbach
Chairman of the Board of Governors Vice-Chairwoman of the Board of Governors

Q Bundesagentur fiir Arbeit



MAJOR EVENTS IN FISCAL YEAR 2008

7 APRIL 2008

Three years SGB II:
The reduction in the
numbers of long-term
unemployed is clear
and unambiguous

FEBRUARY APRIL JUNE
JANUARY MARCH MAY
1 JANUARY 2008 3 MARCH 2008 26 MAY 2008
Longer duration of benefit entitle- Federal President Horst Traineeship Day: 23,200
ment for older recipients of Kohler visits the Bundes- trainee positions identified
unemployment benefit became agentur fur Arbeit nationwide
effective
12 MARCH 2008 28 MAY 2008
Green IT - Bundesagentur flr Bundesagentur flr Arbeit
Arbeit implements intelligent awarded the Total E-Quality
energy-saving concept for distinction for the third time
PCs
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30 AUGUST 2008

Entry into force of the 5th SGB
Il Amendment Act: Introduction
of training bonuses (Ausbil-
dungsbonus) and of guidance
when entering a profession
(Berufseinstiegsbegleitung):
employers receive a bonus for
certain groups of persons in
need of support if they create
additional, in-house training
positions, while young people
are assisted in making the tran-
sition from school to training.

1 OCTOBER 2008

Improvement of child benefits
comes into effect

6 OCTOBER 2008

The Federal Government de-
cides to lower the contribution
rate for unemployment insur-
ance to 2.8 percent from 1
January 2009 until the middle
of 2010

13 OCTOBER 2008

Gratifying balance at the end
of vocational advisory year:
For the first time in seven
years there are more open
traineeships than applicants
not yet placed

31 OCTOBER 2008

Chancellor Angela Merkel visits
the Bundesagentur flr Arbeit

Q Bundesagentur fiir Arbeit

5 DECEMBER 2008

The German Bundestag (German
Federal Parliament) passes an
act on the realignment of labour
market policy instruments

17 DECEMBER 2008

Report of the Bundesministerium
fiir Arbeit und Soziales (Federal
Ministry of Labour and Social
Affairs) on the evaluation of the
experimental clause according
to Section 6¢, SGB Il, is passed
on to the German Bundestag
(German Federal Parliament)

18 DECEMBER 2008

The Board of Governors recon-
firms the Budget 2009 that had
been approved, subject to cer-
tain provisions, by the Federal
Government

18 DECEMBER 2008

The Board of Governors con-
cludes an agreement on the
implementation of training
offers for those receiving short-
time working allowances

AUGUST OCTOBER DECEMBER
JULY SEPTEMBER NOVEMBER
1 JULY 2008 16 SEPTEMBER 2008 14 NOVEMBER 2008

Means-tested unemployment
benefit Il (ALG I1) is raised
from EUR 347 to EUR 351

1 JULY 2008

Peter Clever becomes the
new Chairman of the Board
of Governors of the BA

4 JULY 2008

The Board of Governors deter-
mines operating-policy goals
2009

4 JULY 2008

The Board of Governors
declines to take on financial
burdens from the Federal
Government

Commencement of the new on-
line portal www.planet-beruf.de

23 SEPTEMBER 2008

Investments in further training
are worthwhile - The Bundes-
agentur begins a training cam-
paign "Weiter durch Bildung"
(Getting on through training)

26 SEPTEMBER 2008

The Board of Governors issues
an amendment relating to the
reachability directive

26 SEPTEMBER 2008

The Board of Governors issues
a directive aimed at promoting
guidance when entering a pro-
fession

The Board of Governors
adopts the Budget 2009
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Training and labour
market on a stable
upwards trend

Reform shows successes -
both in quality and quantity

BRIEF REPORT ON FISCAL YEAR 2008

Framework conditions of the BA: Development of the markets

The BA can look back on a positive year in respect to the trends in unemployment
and the expansion of employment subject to social security contributions. The
upwards trend continued in 2008 and remained stable, albeit with decreasing
momentum. The BA was able to use the resulting potential to a substantial extent:
the number of unemployed dropped in the yearly average from 4.861 million in
2005 to 3.268 million in the past year. The potential number of clients who were
to be found a job was falling, the number of job vacancies increasing. At the same
time the demand for qualifications from the workers sought increased. The need
for qualified labour and the impacts of demographic change began to become
apparent on the labour market and were increasingly reflected in the statistics.
However, as a result of the financial crisis, the positive trend began to decline to-
wards the end of the year and will continue to weaken perceptively in the course
of 2009.

The same could be said of the market for trainee positions: At the end of the vo-
cational advisory year - and for the first time in seven years - there were more
vacant traineeships (19,500) than applicants not yet placed (14,500). Nonetheless,
regional and structural differences continued to exist which made it difficult to fill
numerous positions and rendered support for trainees necessary at a high level.

Impact and cost-effectiveness as the guiderails ...

The target-orientated continuation of the reform of the BA towards becoming a
modern labour-market service provider was also decisive in 2008. It was marked
by the strategic programme of the BA 2007-2009 and filled the motto "Aktiv fir
Arbeit" (active for work) with life. By consequently applying the BA strategy it was
possible to make a perceptible contribution to reducing unemployment. Heightened
transparency of the market and placement efforts, efficient structures and processes
for clients, as well as the principle of impact and cost-effectiveness were central.

A solid budget policy, underpinned by success in placement and advisory services
as well as the positive economic situation, made it possible to lower the contribu-
tion rate for unemployment insurance to 3.3 percent. With this, the BA was able
to make a contribution to decreasing the burden on employees and employers.

... and quality as the aspiration of reform

For the BA, a further measurable instance of the success of the reform was the
continued positive reception of its performance on the part of clients. For example,
the latter had improved in the customer satisfaction index in comparison to 2007:
in relationship to employees from 2.6 to 2.4 (German school marks) and to employers
from 2.4 to 2.3. Among other things, two particular measures geared towards the
improvement of quality lie behind these positive assessments: on the one hand,
efforts aimed at the increased activation of clients looking for work were undertaken
and in doing so, for example, the frequency of quality contact was raised. On the
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other hand, a newly structured service for employers was set up nationwide, and
this was in a position to meet the demands of the clients in a quicker and more
precise way. A further positive factor in this connection was the provision of informa-
tion and advisory services for those not receiving benefits, especially with a view
to making re-entry into the labour market after a period of parental childcare easier
for both women and men. All this is witness to the aspirations formulated in the
BA Programme of 2007-2009 of translating the restructuring of the BA into advan-
tages for the customers through a continual rise in performance. The BA has re-
cognised its deficits and has largely and consequently remedied these in the
previous phases of reform. Efficiency-orientated action marks the new BA as a
modern service provider in the process of change.

Operative increase in performance under Books Ill and Il of the
Social Code (SGB Il and SGB II)

Important proof of the rise in operative performance in the sphere of SGB Ill was
provided by the lowering of the "extended duration of actual unemployment" from
155 days in 2007 to 126 days in the financial year which has just expired. What is
likewise striking is the increased proportion of clients who were integrated into the
labour market. This rose from roughly 33 percent in 2007 to approximately 34.8
percent in 2008. Here the increased number of staff in the job placement sector
last year had a positive noticeable effect. Along with the organisational improve-
ments that the BA had achieved, the positive economic developments in Germany
as a whole naturally played a significant role where the decreasing figure for un-
employment was concerned.

In the legal sphere of the SGB I, the major focus in 2008 was on the consolidation
and professionalisation of the way duties were accomplished. Even if the judgement
of the Federal Constitutional Court of 20 December 2007 engendered a measure
of uncertainty, an increasing effectiveness of the system became apparent despite
all the recognised shortcomings still present. Moreover the reduction in unemploy-
ment figures from 2.52 to 2.26 million, as well as the reduction in the number of
households in need by 150,000, shows that the positive labour market developments
in 2008 were increasingly being extended so that they also affected persons in the
legal sphere of SGB II. However, here it is should be noted that the needy households
included persons capable of work but in need of support as well as often persons
not capable of work but in need of support, such as children.

In the area of Basic Income Support for Job-seekers (Grundsicherung), the expendi-
tures of the joint agencies and the employment offices with separate duties (without
authorised local authorities) on means-tested unemployment benefit (ALG Il) and
welfare benefit (Sozialgeld) dropped nationwide in comparison to the year before
by EUR 930 million (4.7 percent) to EUR 18.9 billion (gross payments).

Q Bundesagentur fiir Arbeit
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Reacting to the future in
good time

Focus of communication
"Training and further
training"

Safeguards for the future

The BA has taken an important step in the direction of expanding its perspective
by accentuating prevention and innovation. Based on the labour market scenarios
to be expected, initial approaches were developed in order to build up people's
employability and to support and stabilise the competitiveness of enterprises. Here,
above all, the transition from school to vocational training and the raising of the
level of qualifications of the low-skilled were central issues. With an aim to deepening
their professional orientation, less successful pupils from lower secondary schools
in particular were supported by means of schemes and model projects. All in all,
the BA has recognised its need to act with regard to "prevention" and "innovation"
and will continue to work on this.

The BA's true potential is its staff

The feedback for executive personnel that was introduced nationwide in 2008 after
a successful pilot phase is an essential element of the personnel development plan
of the BA. Based on the principles of leadership and cooperation, this type of
feedback provides the opportunity for executive personnel and other members of
staff to mutually develop a culture of trust and responsibility through dialogue.

The BA meets demographic change with the stepwise introduction of demographic-
sensitive personnel policies, linking this strategically to the introduction of diversity
management. Each member of staff, whether male or female, contributes different
skills and potentials to the working day. Diversity management fosters this kind of
variety and makes specific use of it to ensure operative success. Openess and
appreciation of diversity, as well as their targeted support, foster equality of oppor-
tunity and strengthen both the attractivity of the BA as an employer as well as the
motivation and commitment of its employees.

Marketing

The most important activities of the BA have been promoted in correspondence
with the key operating-policy aspects. In Germany "training and further training"
has increasingly gained in importance and, with that, became the core item for
marketing measures in 2008. Along with numerous activities, one of the key points
communicated was the BA's offensive in respect to qualifications. Through the
campaign "Weiter durch Bildung" (Getting on through training) the topic of further
training in particular was shifted into the focus of the public eye. Similarly the
campaign "Start ins Studium" (Start studying) aims at increasing young people's
interest in studying and was started up with the help of partners from the network
"Wege ins Studium" (Paths to study). With the advertising campaign "Steig ein und
erforsche welche Berufe zu Dir passen" (Get on board and test out which profes-
sions suit you) a new online portal www.planet-berufe.de was set up with a view to
aiding the occupational choice of school students in lower secondary school.
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Outlook

The Federal Government has decided to lower the contribution rate to unemploy-
ment insurance once again as from 1 Januar 2009. In comparison to 2006, this
represents an annual decrease in the burden on the community of those insured
of EUR 30 billion.

With respect to the current financial and economic crisis it remains to be seen
what effect the crisis will have on the labour market. For the budget of the BA,
additional burdens will definitely ensue, along with the expected increase in the
number of unemployed, because of the economic stimulus packages - in particular
because of the extended and enlarged possibility of drawing short-time working
allowances.

Q Bundesagentur fiir Arbeit
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The BA took advantage
of the positive economic
situation

OPERATING-POLICY OBJECTIVES

Framework conditions for 2008

The positive development of the national economy encouraged a sustained recovery
on the labour and training market. The legal sphere of SGB Ill profited in particular
from the pronounced willingness of enterprises to appoint staff.

Key framework conditions of the labour market

Annual results

2005 2006 2007 2008
Grqss domestic .product, ghanges 0.8 3.0 25 13
against the previous year in percent
Pergons in emplpyment, c.hanges ~0.6 0.6 17 15
against the previous year in percent
Average unemployed for year (in thousands) 4,861 4,487 3,776 3,268
of which SGB IlI 2,091 1,664 1,253 1,011
of which SGB I 2,770 2,823 2,523 2,257
All notified jobs in annual average stock figures 413 564 621 568

(in thousands)

The focus is still on the
prevention and ending
of unemployment

Management and achievement of goals under Book Il of the
Social Code

In principle, the operating-policy objectives of the BA that had been agreed with
the Board of Governors remained unchanged in 2008 vis-a-vis previous years:
preventing unemployment, integrating people into work quickly, attaining a high
degree of customer satisfaction, and working with sums received through contribu-
tions in a way that is both cost-efficient and geared to achieving results.

Until the end of 2008, the labour market was characterised by high absorption
capacities. These favourable labour market framework conditions were used by the
BA in the area of benefits financed by contributions to enhance integration results,
shorten the length of actual unemployment and successfully fill jobs that had been
registered as vacant. The reasons for this were the implementation of the principle
of "Fordern und Fordern" (Support plus obligations) as well as customer-friendly
and targeted integration processes both with respect to job-seekers and employers.
It has been possible to integrate unemployed persons into the employment system
and thus to avoid their transition to SGB II.
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Preventing unemployment

It is an explicit goal of the BA to avoid unemployment from arising in the first place,
if at all possible. In 2008, 291,000 employees whose employment contract was
due to expire in the near future managed to find a new place of work with a seam-
less transition. In this way every seventh case of impending unemployment was
avoided.

For many years now, employees with good qualifications have been less suscep-
tible to unemployment. For this reason the BA likewise supports the further training
of employees already working within enterprises. Over 58,000 older or low-skilled
employees were trained in 2008. A budget amounting to EUR 167 million was used
for this category of persons alone.

Intensifying integration work

Job placement officers have been able to improve their work with job-seekers and
employers. 1.8 million people who were previously out of work found new employ-
ment covered by social security in 2008. Through this, the integration performance
was raised from 33.0 percent to 34.8 percent of potential clients in comparison
to the year before. The customer satisfaction index of employees improved cor-
respondingly from 2.6 in the previous year to 2.4 (measured according to German
school marks).

In 2008, the Bundesagentur flr Arbeit also managed to speed up the duration of
placement processes once more. For those receiving unemployment benefit, the
average extended duration of unemployment was shortened by 29 days as against
the previous year.

The BA had concentrated at least a third of the job placement officers in newly
structured teams in which a personal contact officer offered the employers that
he or she dealt with placement services for both jobs and training positions. Along
with the continued good state of company order books, this resulted in the regis-
tering at employment offices of 1.8 million unprompted vacancies subject to social
security contributions. The decrease of 4.7 percent as opposed to the previous
year is primarily due to the economic slowdown in the fourth quarter of 2008. As
in the year before, a large proportion of vacancies - 38.6 percent - were reported
by personnel service providers. A total of 371,000 jobs, and with that 31.2 percent
more than the year before, were successfully filled. The new service for employers
was evaluated in client questionnaires with a mark of 2.3 - a slight improvement
vis-a-vis the previous year with 2.4.

Q Bundesagentur fiir Arbeit

A future-orientated choice
of profession, life-long
learning, and looking for

a job early on help avoid
unemployment

Higher density of contact
and increased use of labour
market policy measures

Increased demand for
manpower
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A clear reduction in the
number of unplaced
applicants

More favourable perspectives for young people

on the threshold of their careers

The situation on the training market has continued to improve: in the area of Basic
Income Support (Grundsicherung), 511,600 traineeships were registered at the
employment offices and the joint agencies (ARGEn) - 1,200 more than the year
before. During job placement activities, the employment offices make great efforts
to ensure close cooperation with the ARGEn in the area of Basic Income Support.
Towards the end of the vocational advisory year on 30 September 2008 there were
only 14,500 applicants not yet placed in both legal spheres and thus 55.7 percent
less than one year earlier. Somewhat more than half of these applicants who had
not yet been placed had been looking for a training position the year before. With
19,500 training positions still unfilled on the same reference date, the number of
unfilled positions exceeded the number of applicants who had not yet been placed
for the first time since 2002. This showed that the improved situation on the training
market had been used by the staff of the employment offices and the ARGEn to
augment results.

In the case of 282,000 young people, the taking up of occupational training by 30
September 2008 was registered on the basis of voluntary information on their part.
Roughly 161,000 young people from both legal spheres were able to commence
pre-training courses or off-the-job occupational training at external institutions.
With this, the support offered to training applicants almost reached the level of the
year before.

Projects relating to in-depth occupational orientation take a preventive approach
and are thus aimed at school students in their final years at schools of general
education. They provided 45,000 school students with insight into regular in-
company practice thereby contributing to the targeting of applications and to in-
creased chances of a traineeship. In doing so, the BA supports the Federal States
in preparing school students for their career in order to reduce the economic costs
resulting from school-leavers who have inadequate qualifications for a career.
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Steering und achievement of objectives under Book Il of the
Social Code

Operating-policy goals

Management and steering in the sphere of the Basic Income Support Scheme
(Grundsicherung) take place on the basis of a Target Agreement between the
Bundesministerium fiir Arbeit und Soziales (BMAS, Federal Ministry of Labour and
Social Affairs) and the Bundesagentur fiir Arbeit. Based on the assumption that
employment would increase again and the number of unemployed drop even further
in 2008, the BMAS agreed with the BA on ambitious goals for 2008:

I" Reduction of passive benefits by 6.5 percent (savings of EUR 900 million)
I" An increase in the integration rate of 10.3 percent to 22.1 percent
I" An increase in the integration rate for young people of 8.9 percent

to 30.0 percent

At the same time, these goals were linked to the aspiration of utilising the budget
resources earmarked flr integration benefits effectively to achieve the goals set.
With a budget of EUR 5.3 billion, the joint agencies (ARGEn) and the employment
offices with separate duties had roughly EUR 1.0 billion more funds for integration
benefits at their disposal than were spent in 2007.

In addition to this, and with a view to the deficits identified by the control bodies,
the activities aimed at the setting up of structured quality management were in-
tensified in the area of quality control and optimisation in order to improve, in a
sustainable way, the processes and quality of the work in the ARGEn and in the
employment offices with separate duties.

Q Bundesagentur fiir Arbeit

Ambitious goals for imple-
mentation of the Basic
Income Support Scheme
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Dependency was
successfully reduced

Proportionally more
persons took up training
or employment

Achievements of objectives under Book Il of the Social Code

In all three target indicators, improvements as against the previous year were noted.
However it had not been possible to completely achieve the objectives for 2008
agreed upon together with the BMAS.

The cumulated expenditures for the sum of passive benefits lay in 2008 at EUR 13.21*
billion which corresponds to a drop against the previous year of 5.3 percent or EUR
743 million*. The savings in passive benefits are among other things a result of the
fact that the number of persons who had submitted an application for Basic Income
Support (Grundsicherung) had declined by 7.1 percent* in comparison to the previous
year. This is partly the result of improvements in initial advisory services by the offices
for Basic Income Support. At the same time however it had proved possible to in-
crease the number of cases of exit from dependency by 6.6 percent* in comparison
to the previous year by means of improved activation and support measures. The
nationwide target of lowering expenditures for the "sum of passive benefits" in com-
parison to the year before by 6.5 percent was however missed by approximately EUR
150 million*. At the same time it must be borne in mind among other things, how-
ever, that the statutory adjustment of the standard rate (Regelsatzanpassung) turned
out to be higher than planned in 2008 through the suspension of the Riester factor,
and that this led to an additional expenditure of roughly EUR 40 million*.

It was possible to improve the integration rate, now at a level of 21.9 percent* in
comparison to 9.1 percent* for the previous year. With this, proportionally more
clients took up employment or training than during the previous year. This is also
reflected in the drop in unemployment under Book Il of the Social Code (including
authorised local authorities) of 265,700 persons (-10.5 percent) on the yearly average
for 2008 vis-a-vis the previous year. The number of persons in need of support in
needy households consequently fell by 4.7 percent (provisional figure calculated),
and likewise the number of needy households by 4.1 percent (provisional figure
calculated). The ambitious goal of increasing the integration rate by 10.3 percent
was not completely reached however. What was responsible for this was among other
things the limited use of the new instruments the "hiring grant" (Beschaftigungszu-
schuss) and the "Kommunal-Kombi" (a programme in local administrative units in
regions with high and long-term unemployment). Neither of the measures lived up
to expectations: in 2008, 22,000 entries in total came about under the hiring grant
(preliminary figures); with the "Kommunal-Kombi", 4,400 applications had been
submitted for 9,900 positions since the beginning of 2008. 8,000 positions were
approved. As a new measure, the hiring grant was at first little known and required
to be promoted to employers and provider institutions. Moreover the decision of the
EU to make the support available to private employers as well, as of 1 April, was not
taken until March 2008. The Bundesverwaltungsamt (Federal Office of Administration)
is responsible for the implementation of the "Kommunal-Kombi" programme.

The perspectives for young people under the age of 25 were also favourable in
2008. The integration rate of those under 25 years lay at 31.2 percent* in 2008.
The agreed goal of boosting the integration rate of those under 25 years-of-age by
8.9 percent to 30.0 percent* was exceeded by 1.2 percentage points. In 2008, an
average of 185,200 young people in the legal sphere of Book Il of the Social Code

* Preliminary data on achievement of objectives are based on a forecast from the reporting month
September 2008.
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were registered as unemployed (including authorised local authorities) (-16.6 per-
cent or-36,800 as against the previous year). This indicated that the unemployment
of young people had dropped more noticeably than unemployment in the legal
sphere of Book Il of the German Social Code in general.

With EUR 4.74 billion in total for integration benefits in 2008, approximately 12.4
percent (+ EUR 522 million) more were spent than in the course of the year before.
Support structures were extended in accordance with the principle of "Férdern and
Fordern" (support plus obligations). The improvement of integration chances on
the primary labour market had thus gained in importance as against measures to
create employment.

Quality control and optimisation were continued in 2008. To ensure that the legal
provision of services and use of funds were adhered to, the BA had already imple-
mented a process for compliance with minimum standards in 2007. Now, as of
2008, the technical prerequisites are in place so that the observance of minimum
operative standards can be presented transparently nationwide. The first results
show that, especially with regard to the operative processes from the local sub-
mission of applications onwards, there is still much to be done.

The planning process for the year 2009 was carried out in Autumn 2008. After 3
years of continuity, the Target Agreement for 2009 is based on a further-developed
system of objectives that along with the familiar goals of "Reduction of dependency"
and "Improvement of integration into gainful employment" now also contains the
new goal of "Avoiding long-term receipt of benefits". By introducing this new goal,
the focus of the SGB Il system of goals is to be concentrated more strongly on
SGB I clients who have already been drawing Basic Income Support benefits for
longer than 24 months and who are without work.

In addition to this, an index is to be introduced in 2009 to illustrate the quality of
the process on the basis of the minimum operative standards "Length of pro-
cessing", "Initial advisory session" and the "Under-25 offer" (Angebot U25) as well
as the key index figure "Number of existing integration agreements (stocks)". The
optimisation of operational processes at the joint agencies (ARGEn) and the em-
ployment offices with separate duties will therefore continue to form a focal point
of the central steering activities in the coming year. With this, the evaluation under
Section 6¢ of Book Il of the Social Code - which ascribes early activation high
importance in overcoming dependency - has also been accommodated.

Despite the looming recession, the Bundesministerium fiir Arbeit und Soziales
(BMAS, Federal Ministry of Labour and Social Affairs) and the Bundesagentur fiir
Arbeit (BA) have agreed on ambitious goals. On the basis of the notified figures of
offers of the joint agencies (ARGEn) and after the conclusion of negotiations with
BMAS, the following target figures for 2009 emerged with reference to the Autumn
economic forecast of the Federal Government of 2008 (GDP 2009: +0.2 percent):
lowering of passive benefits by 3 percent and consolidation of the integration rate
(+0.7 percent). In addition to this, and under the objective "Avoiding long-term
receipt of benefits", the number of clients in customer contact for over 24 months
in 2009 should not exceed the level of the year before.
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REPORT OF THE BOARD OF GOVERNORS

The Bundesagentur fir Arbeit has been engaged since 2008 in its third phase of
reform. While the first two phases were aimed at an improvement in manage-
ability and the augmentation of operative performance capabilities, the third phase
is geared towards the future demands of the labour market in the sense of a
deepening of core operations. In the meantime, the first successes of the reforms
that have been introduced have become clearly apparent. All in all, the Bundes-
agentur fur Arbeit entered the downturn that began to emerge in the labour
market as well at the end of 2008 with new vigour. The Board of Governors will
support the Executive Board in implementing the further reforms and will also lay
special targeted emphasis on improving the core tasks of providing guidance, job
placement and targeted active support measures in the third phase of reform. In
doing so, the Board of Governors supports the course set by the Executive Board
and lays great value on the meaningful and stronger establishment of prevention
and innovation within the framework of contribution-financed unemployment
insurance, as well as on the sustainability of integration.

Against the backdrop of shortages of skilled staff in certain market sectors - which
are to be expected in the coming years despite the economic slowdown - the
well-aimed support of young people will gain in importance once more. This applies
in particular to young people with a migration background. The initiatives already
introduced by the Board of Governors in 2007 aimed at guiding more disadvan-
taged young people towards a vocational qualification were successfully continued
in 2008. For instance, the Board of Governors had agreed to a renewed expansion
of support during training of 11 percent in 2008. The employment offices took
up the increases in vocational training planned by the Board of Governors in the
budget for 2008 as well as the enhancement of the measures on offer to those
not receiving benefits. In this way, through a holistic offer of measures to those
not receiving benefits, it was possible to achieve a marked increase in the amount
of women participating in the measures.

In addition, against the framework of the programme aimed at improving the training
opportunities for young people, the preventive offers were clearly extended in 2008
particularly within the scope of extended in-depth vocational orientation with a view
to improving the training capacities of school leavers, especially those from lower
secondary schools. Given the challenges that exist during the transition from school
to professional life, the unemployment insurance system is in this way to supply
an effective impetus in order to support the Federal States in their efforts.

In order to improve the labour market opportunities of people with a migration
background and to make good use of their potential, the Board of Governors re-
commends to the legislature that university and occupational qualifications acquired
in the home country should be recognised more quickly and easily.

When the budget for 2009 was drafted, the Board of Governors advocated at an
early stage that the resources for the qualification of employees during short-time
work be topped up; they also supported the initiative of the Executive Board to
promote the qualification of job-seekers with low skills. At the same time, however,
the Board of Governors stressed that, here also, support must be given in a tar-
geted manner in correlation with impact and cost-effectiveness. As regards the
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support offered to those with low skills and to older employees, there was con-
sensus within the Board of Governors that the WeGebAU Programme (Weiterbildung
Geringqualifizierter und beschéftigter alterer Arbeitnehmer in Unternehmen (Further
Education of Low-skilled and Elderly Employees in Enterprises) ) which it had initi-
ated was to be continued in 2009 as a special programme. Applying the WeGebAU
in 2009 is also intended to make a contribution, in a preventive sense, to the avoid-
ance of unemployment. In addition to this, the Board of Governors has agreed to
the conclusion of the Administrative Agreement between the Federal Government
and the Bundesagentur flr Arbeit on the implementation of a directive on support
to be offered (funds of the European Social Fund aimed at the co-financing of offers
of qualifications to those receiving short-time working allowances). When the Di-
rective comes into force, employees who already have qualifications can also make
use of in-house and general qualification opportunities during short-time work. With
this, the circle of persons who may benefit from support measures during short-
time work will be expanded.

In 2008 also, the Board of Governors carried out its function intensively as a con-
trolling body vis-a-vis the Bundesagentur fiir Arbeit. The Board of Governors studied
the various different models for the integration of the unemployed, under the in-
creasing involvement of third parties, and was constantly at hand to give advice to
the Executive Board.

Over and above this, on numerous occasions the Board of Governors called the atten-
tion of the legislature to the fact that the Bundesagentur flr Arbeit - precisely because
of the growing challenges on the labour market - must be in a position to concentrate
on its core tasks, and was therefore decidedly against shifting overall social respon-
sibilities from the tax payer to those paying contributions. According to the amended
legal conception of the Government, the refunding of pension insurance contributions
to workshops for disabled persons, which previously came from the Government, is
in future to be taken over by the support institutions, in particular the Bundesagentur
fiir Arbeit, if the disabled persons do not obtain remuneration for their work. The
majority of the Board of the Governors considers this interpretation of the law to be
incorrect and, after intensive attempts at a mutually agreed settlement of the matter,
saw no other possibility than to take legal action against the legal directive of the
Bundesministerium fiir Arbeit und Soziales (BMAS, Federal Ministry of Labour and
Social Affairs) on the refunding of pension insurance contributions by the Bundes-
agentur fir Arbeit. In relation to contributions for periods of parental childcare, the
Board of Governors also rejected the decision of the Federal Government to transfer
the funding of contributions for such periods of childcare from the Government to the
Bundesagentur fiir Arbeit. In doing so it voiced its dissent to an additional, non-insurance
burden on those paying unemployment insurance of EUR 290 million (for 2009).
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The guiding concept for

the joint Employer Service
spanning both legal spheres
contains a holistic view

of employer orientation
which takes account of the
requirements of both legal
spheres.

REFORM AT THE BA

Further developments in the Employer Service

The introduction of the concept for the further development of the service for employers
was concluded in all employment offices by 30 June 2008. Feedback from practical
experience and the results achieved show that the concept forms a solid base on which
to successfully support the "balancing out" process on the labour market.For instance,
the intensification of the interaction between the mediator teams orientated to job
vacancies and those orientated to placing applicants makes a major contribution to
the timely and high-quality filling of jobs, exploiting the potential for integration and the
potential for employment at the same time. Through the integration of training placement
and, optionally, the vacancy-orientated placement of those in rehabilitation and severely
disabled persons into the service for employers, we have been able to introduce the
guiding principle of orientation on the employer "Unser Service hat jetzt ein Gesicht"
(Our service now has a face) into the minds of the employers.

Through the further development of the Employer Service, it has at the same time
been possible to establish the basis for the consolidation of the previously separate
guidelines for the employer-orientated placement of jobs and training-positions on the
one hand, and for those in rehabilitation/the disabled on the other, within a guiding
concept for a common Employer Service that spans both legal spheres. The guiding
concept spanning both legal spheres comprises a holistic view of the orientation on
employers, taking into account the concerns and requirements of both legal spheres.
In intensifying mutual cooperation, in involving those responsible in both the SGB Il
and the SGB Il spheres in the design of the operational and decision-making processes,
and in creating a common responsibility of the management of both legal spheres for
local operating-policy approaches, both partners are now participating in the joint
service for employers in the interest of the employer as client.

From the point of view of content, the operative "employer" processes have been
adjusted to suit the altered framework conditions. In doing so the specific concerns
of the SGB Il and SGB Il areas - for example, particularities of customer structure -
are taken into account in designing the operative processes. At the same time high,
previously defined standards of quality and the demands of a professional, marketing-
orientated provision of services are adhered to.

By implementing the guiding concept for a common service for employers that spans
both legal spheres, the Bundesagentur fiir Arbeit (BA, Federal Employment Agency)
will once more consolidate its position as the most important service provider on the
labour market and will at the same time make a substantial contribution to the incre-
ase in customer satisfaction.

As of October 2008, and in connection with the above mentioned guiding concept, the
provision of information and training for those concerned took place at mutual events
spanning both legal spheres. The widescale introduction of the concept of employer
advisory services for both legal spheres is to be concluded by 31 March 2009.

Currently the BA is working on constantly improving the skills and methods of executive

and non-executive personnel. Here the aim is to further increase the impact made by
the employer-orientated service by systematically building up methods and skills.

24 REFORM AT THE BA



Internal auditing

The internal audit of the BA fulfils the statutory controlling requirements in accordance
with Book Il and Book IlI of the Social Code (SGB). The auditors have direct access to
the Executive Board and the Board of Governors. All reports of the internal auditors are
immediately submitted by the Executive Board to the supervisory bodies concerned.

Topics for auditing are regularly derived from the risk analysis of the internal audit and
are approved by the supervisory bodies. In addition to this, the Board of Governors
charges the internal audit with certain topics within the framework of its supervisory
function vis-a-vis the Executive Board and the Administration.

Along with its legal auditing tasks, the internal audit is also responsible for the preven-
tion and combating of corruption.

As a member of the Deutsches Institut fir Interne Revision e.V. (German Institute for
Internal Revision), the BA has undertaken to carry out the internal audit inspections in
accordance with internationally recognised auditing principlies and standards. Within
the framework of an external quality inspection, it has just been confirmed that the
internal audit of the BA fulfills the requirements of the international auditing standard.

Audits on the basis of a risk-orientated approach to inspection have been carried out
at the employment offices and the joint agencies (Arbeitsgemeinschaften, ARGEn).
Regular indications of how to improve the way tasks are completed have been provided
regularly at the local level. Recommendations on how operative processes and inter-
nal control systems can be optimised have been voiced to the steering units at head-
quarters. Agreed measures through which to implement recommendations are
constantly reviewed.

The internal audit takes up every indication from staff or citizens with regard to cor-
ruption offences in a consequent manner. At the same time, the appointment of an
anti-corruption officer at the BA has complemented the system of prevention and
combating of corruption.

International Placement Services (ZAV)

In 2008, ZAV managed to further sharpen its profile as a special provider for particular
groups of customers and markets and at the same time as the international service
provider of the BA. With this it has made its contribution towards attaining the operating-
policy goals of the BA.

Within the framework of international placement, the ZAV offers certain professional
groups that cannot find adequate employment on the German labour market a - usu-
ally temporary - job perspective abroad. In the course of 2008 9,413 German emplo-
yees, male and female, took advantage of this opportunity, that is, 9.9 percent more
than in the previous year (8,565).
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In the field of management placement, the ZAV places executive personnel from the
upper echelons of management in German companies. In addition to this it takes over
BA placement projects nationwide, for instance the "Ingenieur-Jobbdrsen", job fairs
for engineers, to support employers in the recruiting of executive and specialised staff
from the fields of engineering and electrical engineering. In this way it was possible
to integrate a total of 1,691 people into work last year. This represents an increase of
24.2 percent in comparison to the year before.

Moreover, through the artist placement section, it was possible to integrate 55,358
artists into the German labour market for the performing arts, music and entertainment,
of whom 51,707 (93.4 percent) took on engagements of up to 7 days' duration as is
usual in the trade and 3,651 employment of over 7 days' duration.

In the area of labour market permit procedures, the ZAV noted a slight reduction. All
in all, 336,019 work permits were issued, that is, 3.4 percent less than the year be-
fore.

The ZAV International Placements Service will in future serve as a supporting advisory
office for the recognition of the degrees of highly qualified clients from abroad. The
aim is to make a contribution to Germany's competitiveness at an international level
by ensuring that highly qualified immigrants are increasingly employed at a level ade-
quate to their grade of qualifications.

Developments at the Family Allowance Office

Once the reorientation process of the Family Allowance Office had been completed
in 2006 the organisation, composed of the Directorate in Nuremberg and 102 local
family allowance offices plus six family allowance service centres (located in Gottingen,
Halle, Marburg, Neubrandenburg, Stade and Hannover), consolidated itself.

The Family Allowance Office successfully prepared itself for the legal changes of
October 2008 following the further developments in child benefits (Kinderzuschlége)
and the increase in housing allowance benefit of 01.01.2009 connected to these. This
also applies to the draft law of October 2008 concluded by the Federal Cabinet on
the easing of the burden on employees and families and the increase in child allowances
(Kindergeld) of 01.01.2009 specified therein. This will lead to the improvement of the
benefits paid to families which will in turn constitute a further contribution to avoiding
and combating child poverty.

In 2008, the first conceptual preparations for a possible taking over of the processing
of child allowances for the staff of the Bundesagentur fir Arbeit by the Family Allowance
Office began. It is expected that this organisational integration will increase the effec-
tivity and efficiency of the processing of these child allowance matters also.

In the IT area as well, the project KinO1 commenced in 2008 as the first sub-project
of a total of three project stages relating to child allowances online (Kindergeld-Online
(child allowances online) ). The reason for this project is to give those eligible to receive
child allowances the possibility of filling out their application online when the final level
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of configuration has been reached, an application that had previously been filled out
by hand and sent by post. The successive projects planned in addition to this are aimed
not only at introducing a system of forms but also at making possible the direct trans-
fer of data to the Family Allowance Office and, in a further step, at supporting the
exchange of data between public authorities necessary to process child allowances
on an electronic basis with a view to speeding up processing. With these projects, the
Family Allowance Office is implementing the e-government strategy of the Federal
Government.

Child allowances and child benefits

At the end of December 2008 the family allowance offices had roughly 8.95 million
eligible persons on their books to deal with (2007: 9.11 million) with 14.77 million
children (2007: 15.02 million) and disbursed EUR 28.55 billion in child allowances
(2007: EUR 28.99 billion) in 2008 as well as EUR 143 million in child benefits (2007:
EUR 109 million).

Customer response management

The BA's customer response management received a total of roughly 110,000 requests
in 2008. In comparison to the year before this represents a rise of approximately
30 percent. This makes it especially clear that the efforts of the BA with regard to
customer feedback are taking effect. The reasons for the rise are, in particular, the
nationwide introduction of the uniformly designed opinion card, the increased presence
of the customer response management service on the Internet and its increased public
profile. The inquiries consisted of 76,000 complaints and 25,000 expressions of praise.
Roughly a third of the critical complaints were justified, a rate that corresponded to
the previous period of reporting.

The issues raised by clients are strewn over the entire service palette of the BA. As in
the previous years, and in correspondence with the spectrum of tasks of the BA, the
following issues were central:

I' in the legal sphere of Book Il of the Social Code
the payment of unemployment benefit (particularly in relation to periods of suspen-
sion of benefits, advisory services and the duration of processing); job placement
(primarily placement procedures and suggestions); and the behaviour of staff (and
here the aspects communication, professional competence and reliability);

I' in the legal sphere of Book Il of the Social Code
the benefits of basic income support (and here especially the duration of processing,
the level of benefit, and the income to be taken into account); the duration of the
objection proceedings; and the behaviour of staff (here also the aspects "commu-
nication" and "professional competence") and

I' in the area of the family allowance offices the processing of family allowance
applications, along with the advisory services.
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BA awarded the
TOTAL E-QUALITY rating
for the third time

Management ability
is strengthened

More strongly de-
centralised responsibility
for qualifications

PERSONNEL/ORGANISATIONAL DEVELOPMENT

Demography-sensitive personnel policy

The extension of demography-sensitive personnel policy and the introduction of
diversity management are continuing to proceed. In 2008 emphasis was laid on
the provision of support to employees with a migration background as well as the
encouragement of awareness on the part of staff of the (intercultural) diversity of
clients and of BA staff themselves. The BA was awarded the TOTAL E-QUALITY
rating this year for the third time for its personnel policy geared to equal opportu-
nities and life cycles. At the same time it had signed the declaration "Erfolgsfaktor
Familie" (The family as a factor for success) of the initiative of the same name.
Against the perspective of demographic change, the implementation of structural
policies relating to age is being extended step by step, for instance by means of
workshops towards raising awareness or a seminar on generation-spanning styles
of management which has been carried out for the first time.

Performance and development dialogue

Within the framework of the personnel management concept of the BA, a perfor-
mance and development dialogue (LEDi) was carried out in 2008 for the first time
with all executive staff of the BA. Through this a connection is made for executive
staff at all operative levels between the planning and controlling processes of the
BA, individual target agreements, official appraisals and personnel development
measures that are likewise to be specified at the level of the individual. The exten-
sion of the LEDi to all BA staff is planned for 2009.

Improving leadership

A targeted programme aimed at strengthening management abilities is to be carried
out in order to improve the leadership qualities of the team leaders, both male and
female, in the operative spheres of the employment offices. This is intended to
make a major contribution to anchoring the reform of the BA effectively in the
thought-processes and actions of the staff and to further strengthen the operative
performance of the BA. The pilot phase of the concept took place in the Regional
Directorates Northern Germany, North Rhine-Westphalia and Bavaria; the large-scale
introduction of the programme will commence in January 2009.

Reorganisation of internal training structures

Through the optimisation of structures and processes related to the qualification
of personnel, the setting up and implementation of qualification measures previously
taken care of centrally by the BA Training Institute were transferred to the Regional
Directorates. This means that the reaction to training requirements can now be
more flexible and more geared to actual needs. The training qualification measures
will be more closely suited to the personal, local and regional requirements and
circumstances.
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Standards for uniform process and service quality

Since the beginning of 2008 each new and re-organisation of the BA has been
described in a concept paper. The concept papers set standards for a uniform
process and service quality as well as benchmarks for the organisation. The uniform
way of proceeding with organisational changes ensures that there is transparency
at all steps of the process. These concept papers also inform the relevant staff in
a timely and comprehensive manner about organisational contexts and their effects.
They also form the basis for the cooperation between the BA and staff represen-
tatives or the representatives of management and labour.

Personnel concepts for Book Il and lll of the Social Code

The personnel concepts agreed with the Bundesministerium fiir Arbeit und Soziales
(BMAS, Federal Ministry of Labour and Social Affairs) for the areas relating to Book
Il'and Book Il of the Social Code are the basis for the stabilisation of the personnel
structures of the BA. The body of personnel as a whole is to be stabilised at a
qualitatively high level so that it is fit for the future and sustainable in respect to
the entire spectrum of tasks to be undertaken; it will however at the same time
remain structured in a flexible way by including a deliberate proportion of temporary
contracts set in accordance with personnel policy in order to make further changes
possible. In the understanding of the BA, the staff-to-client ratios applied in the
legal sphere of SGB Il and also in placement in the legal sphere of SGB Ill are not
instruments to determine personnel requirements or to reflect volumes of work
but rather indicators for a distribution of resources based on impact which can
be adjusted in a flexible way to changes in framework conditions (e.g. economic
effects).
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2008 budget deficit was
EUR 3.85 billion less than
expected

Contribution rate lowered
from 4.2 percent
to 3.3 percent

FINANCES

The upswing on the labour market that was gradually coming to
an end had a favourable effect on the financial results for 2008

In 2008, the BA received revenues of 38.29 billion EUR in its budget from contributions
and executed expenditures of EUR 39.41 billion. This resulted in a financial shortfall of
EUR 1.12 billion. This budgetary result was marked by a special effect: the setting up and
initial financial endowment of a benefit fund for BA-pensioners as of the beginning of
2008 increased expenditures by EUR 2.5 billion. Without this one-off item, the expenditures
would have been correspondingly smaller and, with that, there would have been a surplus
of revenues over expenditure in the operative area of EUR 1.38 million to register. What
had been planned was a resulting balance of EUR -2.47 billion. Hence there has been an
improvement to the sum of EUR 3.85 billion.

Essentially the budget of the BA is influenced by the development of the economy as
a whole and expenditures. The BA therefore plans its revenues regularly - especially
contributions and unemployment benefit - on the basis of the assumptions made by
the Federal Government. In addition, a decisive factor in planning the revenues for
2008 was the rate of contributions to unemployment insurance recently lowered to
3.3 percent as of 1 January 2008, after it had already dropped the year before from
6.5 percent to 4.2 percent. Where expenditures are concerned, the extent of unem-
ployment directly determines the requirement for unemployment benefits and, via the
number of clients, also the level of expenditures necessary for benefits related to
active employment promotion measures.

The Budget Plan for 2008 involved a volume of EUR 43.12 billion. An income of
EUR 38.15 billion stood against the estimated expenditures. To counterbalance the
budget shortfall of EUR 4.97 billion, a withdrawal from reserves was planned. After
many years, the favourable budget results of 2006 and 2007 had allowed reserves
to be built up. At the end of 2007 these amounted to roughly EURO 17.86 billion.

The extrapolation of the estimation of the overall performance of the economy in
May and October 2007 clearly reveals the key reasons for the decidedly favourable
financial developments in 2008:

Key macroeconomic figures

(Change against prior year in percent, absolute figures for unemployment in millions) Germany

2006 2007 2008
Actual Actual Estimate Annual Estimate of the Federal Government
of the Federal Economic
Government Report
Status: October 2007 January 2008 May 2008 October 2008
Gross domestic product +2.7% +2.5% +2.0% +1.7% +1.7% +1.7%
Gross total wages and
salaries per dependent +0.8% +1.3% +2.4% +2.4% +2.5% +2.4%
employee
Total number of dependent ;o 4 79 +0.7% +0.7% F1.1% +1.5%
employees
Average number of 4487 3776 3.493 3.450 3.274 3.263

unemployed per year
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The development of unemployment in Germany since 2004 stood under the influence
of an auspicious economic situation and the reforms on the labour market. On average
during the 12 months of 2008, 3,268 million persons out of work were counted, a
figure that was last seen in the summer of 1993. Vis-a-vis 2005, the drop amounted
to almost 1.6 million. The annual average of 3,268 million lay at 508,000 or 12.4
percent below the previous year. The unemployed in the legal sphere of Book Il of the
Social Code profited as much from the developments from the point-of-view of figures
as did those in unemployment insurance. Now, however, there is indication especially
in the area of unemployment insurance that the gratifying development of the last
years is slackening more and more.

In parallel to the continually sinking unemployment, gainful employment - and with
that above all also employment covered by social security contributions - has risen.
The number of employees paying contributions to the BA was estimated in the Budget
Plan at 26.49 million. On the basis of the provisional status for December, the annual
average lay at 26.92 million. Against 2007, this implies an increase in employment
subject to contributions of 590,000 or 2.3 percent.

It stands to reason that all public budgets profited from this welcome development,
especially those of the Federal Government and the BA. In addition to this, a practical
approval process in the active promotion of employment that is increasingly geared
to results, and an economically efficient administration have also contributed to the
positive financial outcomes. In 2008 the difficulties on the financial market and the
increasing downwards trend in the real economy did not have an effect on the labour
market in Germany until the end of the year. It is thus to be expected that the negative
effects will increasingly take hold in 2009.

The principal figures from the financial statement for 2008 are as follows:

I" At EUR 38.29 billion, annual revenues for 2008 were EUR 143 million (0.4 percent)
above expectations.

I" Revenues from contributions only exceeded expectations by EUR 77 million (0.3
percent) despite the clear increase in the number of persons covered by social
insurance (target: EUR 26.38 billion, actual: EUR 26.45 billion). What had had a
counteractory effect was that the wage and salary increases which were to be
expected on account of the key macroeconomic figures did not show up in the
assessment of contributions to their full extent.

I" Of the planned total expenditures on the scale of EUR 43.12 billion, EUR 3.7 1 billion
(8.6 percent) less were spent.

I" The BA spent EUR 10.74 billion on support for the active promotion of employment
(integration item and further benefits). The Budget Plan had earmarked EUR 12.25
billion in all. The total sum included EUR 250 million for the temporary employment
of additional placement officers. These resources were transferred to the adminis-
trative chapter, of which 87 percent were then utilised. The target expenditure for
purely promotional benefits amounted to EUR 12.00 billion, of which EUR 1.26
billion (10.5 percent) were not used.
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Budget 2009 in force

Active promotion of employ-
ment still at a high level

1" Expenditures for unemployment benefit in the case of unemployment amounted to EUR
13.86 billion, EUR 2.04 billion (12.8 percent) less than planned (including expenditures
for social insurance contributions and for the refunding of unemployment benefit to
foreign insurance institutions). With this budget result, the financial expenditures had
been more than halved as against the previous highest level of expenditures in 2004
(EUR 29.07 billion).

I" The Budget Plan for 2008 made EUR 6.44 billion available for the costs of contribu-
tion collection, administration under Book Il of the Social Code and the provision
of services within the framework of the Basic Income Support Scheme for Job-
seekers, plus EUR 250 million from the integration item for additional placement
officers with temporary contracts. The annual expenditures of EUR 6.47 billion remain
EUR 213 million (3.2 percent) below the framework of the budget as a whole.

I Instead of the budget deficit of EUR 4.97 billion originally expected, there was only
a budget deficit of EUR 1.12 billion at the end of 2008. Hence EUR 3.85 billion less
had to be taken from the reserves as compensation. At the end of 2008 reserves
thus amounted to EUR 16.74 billion.

On 17 December 2008 the Federal Government approved the BA's Budget Plan for
the year 2009, established by the Board of Governors. The Budget Plan 2009 en-
compasses a volume of EUR 40.70 billion. The planned disembursements of this
level are countered by revenues of EUR 34.57 billion. Reserves are to be corre-
spondingly reduced to cover the EUR 5.95 billion deficit.

The 2009 budget planning is based on the Federal Government's assumptions of
October 2008 about the performance of the economy in the Federal Repubilic:

1" Gross domestic product (real) +0.2 percent

I" Gross wages and salaries per dependent employee: +2.8 percent
1" Total number of dependent employees: -0.1 percent

1" Average number of unemployed for the year: 3.265 million

The reduction in revenues as against 2008 is due in particular to the lowering of the
contribution rate for unemployment insurance once more to 2.8 percent.

On the expenditure side, the Budget Plan 2009 includes EUR 12.58 billion for the active
promotion of employment - the integration item and other benefits. This budget exceeds
the expenditures for 2008 (including the costs for additional placement officers) by EUR
1.51 billion. EUR 20.91 billion are earmarked for unemployment benefit and insolvency
money and the integration contribution of the BA within the framework of the Basic Income
Support Scheme for Job-seekers (Grundsicherung fur Arbeitsuchende) as well as EUR 7.2
billion for the costs of contribution collection and the administrative duties of the BA in-
cluding services in the area of the Basic Income Support.

The estimates relating to the economic situation already showed themselves to be out-

of-date at the beginning of 2009. Over the last few months the Federal Government has
become convinced that the current worldwide economic crisis will affect Germany greatly,
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setting new forms of challenges. In a common initiative, it is intended that all public offices
together initiate a set of bundled economic impulses of great dynamic effect.

With a Pact for Employment and Stability in Germany, the Federal Government is em-
bracing five different packages of measures. For the area of labour market policy, the
basic principle is to avoid redundancies and to expand investment in occupational quali-
fications. The Federal Government is therefore planning a legislative initiative to get the
following measures off the ground:

In 2009 and 2010 employers will be reimbursed by the BA for half of the social
insurance contributions that they have to bear themselves in the case of short-time
work. For periods of occupational qualification during short-time work, the complete
social insurance contributions can be reimbursed.

The submission of applications and procedures relating to short-time work will
be simplified.

The contribution rate for unemployment insurance is to be legally stabilised at 2.8
percent till the end of 2010.

Additional resources are to be provided for activation and qualification measures in
the years 2009 and 2010, especially for employees over 25 who do not have a pro-
fessional qualification, for young people who have been looking for an apprenticeship
for a long time without success, and for the expansion of guidance und regular support.
In the course of the two years, the Federal Government is to additionally make avail-
able EUR 1.2 billion and the Bundesagentur fiir Arbeit EUR 770 million for the institu-
tions providing Basic Income Support for Job-seekers.

In order to qualify employees, WeGebAU, the special programme of Further Educa-
tion of Low-skilled and Elderly Employees in Enterprises (Weiterbildung Gering-
qualifizierter und beschéftigter Alterer in Unternehmen) is to be opened up and
topped up in 2009 and 2010 with EUR 200 million.

The resources of the European Social Fund are to be increased in 2009 and 2010
by a total of EUR 200 million and used for the promotion of qualification measures
during short-time work as well as for the promotion of projects to provide advisory
services to enterprises on the subject of employment security.

For the reemployment of employees in temporary agency work, qualification allow-
ances are to be provided annually to the level of EUR 70 million from the BA budget
in 2009 and 2010.

The employment offices and the joint agencies (ARGEn) and the employment offices
with separate duties (AAgAw) in the area of Basic Income Support for Job-seekers will
each receive 2,500 additional jobs in placement, guidance and the granting-of-bene-
fits spheres. Furthermore the BA is to be supported by additional official personnel.

The implementation of this package of measures will alter the BA 2009 budget in
essential points and will additionally require considerable unbudgeted expenditures
to be undertaken. This will necessitate a supplementary budget.
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SGB Il

Client structures under Book Il of the Social Code

In 2008 on monthly average' 6.978 million persons were in need of help within the
Basic Income Support Scheme for Job-seekers (Grundsicherung fir Arbeitsuchende)
which corresponded to a drop of 4.2 percent against the same period for the year
before. On average, 1.94 persons in need of help formed a household in need
(Bedarfsgemeinschaft) which meant that in 2008 c. 3.603 million households in
need were dependent upon benefits in accordance with SGB II. Of the households
in need in June 2008, 50 percent were single-households in need, 18 percent lone
parents, 13 percent couples without and 17 percent couples with children. With
that, every second household in need is a single-household in need, although only
about a quarter of the persons in need live in this type of needy household.

The SGB ll-rate that relates the number of persons in need under SGB |l to the
relevant segment of the population (resident population under 65 years-of-age)
came to 10.6 percent in 2008. In 2008 on average 73 percent of those in need of
income support were capable of work and 28 percent were not. In June 2008, of
those in need of support who were capable of work 49 percent were women; 19
percent of those in need of support but capable of work were younger than 25
years-of-age, while 23 percent were 55 years-of-age or older; 19 percent of those
in need of support but capable of work did not have German citizenship.

In June 2008, 46 percent or 2.178 million of the persons in need of support but
capable of work were registered as unemployed. 1.34 million or 26 percent of those
in need of support but capable of work earned income from gainful employment in
June 2008 which amounted to 113,000 or 9 percent more than in the same month
one year earlier. Here incomes varied considerably: 14 percent (719,000) of those
in need of support but capable of work had a gross income of up to EUR 400, while
5 percent (240,000) of those in need of support but capable of work earned between
EUR 400 and 800, and 7 percent (378,000) over EUR 800.

Furthering targeted support for special groups of people

In 2008 once more, the focus of activation policies was on young people, persons
with a migration background, older persons and lone parents:

Early activation was intended to smooth the transition of young people from school
into a job. To do this, networking with what the job guidance offices and the youth
services had to offer was developed further.

Persons with a migration background received further support through the imple-
mentation of the self-commitments of the BA within the framework of the national
integration plan of the Federal Government. For instance, in cooperation with the
Bundesamt fiir Migration und Fliichtlinge (BAMF, Federal Office for Migration and
Refugees), the Basic Income Support offices and the employment offices put job-
orientated language training into practice within the framework of the ESF-BAMF
Programme. A working tool describes the entire process of language training in both

" Moving annual average, that is, stating with the the current month, the last 12 months, with data status
of October 2008. See: Statistik der Bundesagentur fiir Arbeit, Analyse der Grundsicherung fiir Arbeit-
suchende, October 2008, p. 2.
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a systematic and structured way. In cooperation with the Deutscher Stadtetag
(German Association of Cities and Towns) a conference of experts was held on 2 June
2008 on the subject "Occupational integration of young migrants: What opportunities
does SGB Il offer?". Where the recognition of qualifications attained abroad is con-
cerned, the BA is currently extending the advisory services it offers to those grouped
as academics.

To support the occupational integration of older persons who have been unemployed
for a long time, the Federal Programme "Perspectives 50plus - Employment Pacts
for Older Persons in the Regions (Perspektive 50plus - Beschaftigungspakte fir
Altere in den Regionen) was started up, with a second programme phase com-
mencing on 1 January 2008; the programme was initiated and is steered by BMAS
(the Federal Ministry of Labour and Social Affairs). 194 Basic Income Support offices
with partners from regional networks took part in this programme in 2008.

Lone parents covered by the legal sphere of SGB Il similarly require target-group-
orientated advisory services and guidance if (re-)entry into gainful activity is to be
successful. To facilitate this, the specialists and managers at the Basic Income
Support offices have been provided with a "Guide for the promotion of lone parents
under SGB II" (Leitfaden fir die Férderung von Alleinerziehenden im SGB II).

In addition to this the Bundesministerium fiir Familie, Senioren, Frauen und Jugend
(BMFSFJ, Ministry of Family Affairs, Senior Citizens, Women and Youth), the Bundes-
ministerium fir Arbeit und Soziales (BMAS, Federal Ministry of Labour and Social
Affairs), the main local organisations and the Bundesagentur fir Arbeit (BA) have
begun various projects aimed at improving the labour market integration of, and
the social safeguards of family and professional life for lone parents.

Do good and talk about it - Conferences of experts under SGB Il

In 2008 once again conferences of experts were used to discuss current operating-
policy issues: On the topic of "Utilising resources - Lone parents under SGB II"
(Ressourcen nutzen - Alleinerziehende im SGB Il), the Bavarian Regional Directorate
extended an invitation on 15 July 2008 to representatives of the relevant ministries,
staff from the various Basic Income Support offices and experts from social charity
institutions and from the field of social research. The common goal: the occupa-
tional and social strengthening of lone parents through the coordinated support of
all institutions involved. The entire documentation of the conference can be obtained
from the Bavarian Regional Directorate at Bayern.SGBIlI@arbeitsagentur.de.

The case-management expert conference has now taken place for the third time.
"Pooling strengths - Networks as a factor for success in employment-orientated
case management" (Stérken biindeln - Netzwerke als Erfolgsfaktor im beschaf-
tigungsorientierten Fallmanagement) was the motto on 8/9 October 2008 at the
BA University in Mannheim. In the course of presentations by experts, practical
examples and twelve workshops, over 400 staff from the Basic Income Support
offices, along with network partners, experienced in a theoretical and practical
way that successful cooperation and network management are important factors
for success in case management, and hence in the integration of persons with a
wide range of barriers to placement. The documentation of the conference has
been published on the BA-Intranet as well as on the Internet.
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Four years of employment-orientated case management -
an interim report

Employment-orientated case management (beschaftigungsorientiertes Fallmanage-
ment, bFM) has established itself and stood the test as a method of social and
labour market integration at the Basic Income Support offices. Locally, various
different forms of organisation and design are used. This was the conclusion
reached by a survey in July 2008 by the Centre for Client and Staff Surveys of
the BA, in which 298 of the total of 372 Basic Income Support offices took part.
In detail, the following results became apparent:

Almost all Basic Income Support offices had implemented the employment-
orientated case management method; the introduction of the measures is due to
take place in 20 percent of the offices within the coming year. This expert concept,
jointly developed by local authority and BA staff, provides the basics for imple-
mentation for almost 90 percent. According to the staff monitoring unit, 4,745
members of staff are at present entrusted with case-management tasks. At least
90 percent of the Basic Income Support offices qualify staff especially for this
task. On account of the high demand, the BA management academy (Flihrungs-
akademie der BA) has qualified more trainers via a certificate from the Deutsche
Gesellschaft fir (German Society for) Care und Case Management.

In the coming year, quality criteria and a concept through which to gauge success
will be developed. Furthermore the networking absolutely essential for case manage-
ment is to be professionalised and the concept developed further at expert level.

Combating abuse of benefits

I. Field offices

The Basic Income Support offices have set up field offices to assess eligibility
criteria. These are intended to identify and eliminate suspected cases of abuse
of benefits. In particular they are to check whether the eligibility criteria of persons
who are receiving or have received Basic Income Support do, or did, indeed exist.
In doing so, circumstances are checked that cannot only be judged on the basis
of what has been recorded in the files.

Il. Collation of data

In the course of Fiscal Year 2008, the joint agencies and employment offices with
separate duties identified instances of overpayment in 19,000 cases on the basis
of findings from the automated collation of data according to Section 52 of SGB
Il. The extent of the damage came to EUR 10.5 million.

It should be noted in respect to the figures available that only those cases of
overpayment were recorded that have already been completely processed by the
Basic Income Support offices. For 2008 it is therefore to be expected that the
results will increase considerably.
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Ill. Pursuing administrative offences and criminal offences

In 2008 the Basic Income Support offices initiated 198,877 proceedings on ac-
count of the suspicion of an administrative offence or of a criminal offence.
180,308 proceedings (90.7 percent) were processed conclusively. 42,869 cases
were passed on to the customs authorities because there was suspicion of un-
declared employment; in a further 14,182 cases, the case was passed on to the
public prosecution office together with substantiated indication that a criminal
office had occurred. On account of the existence of an administrative offence,
the support institutions took action in 67,326 cases of violation and laid down
administrative penalties or fines to the total value of EUR 8,583,199.

IV. Rate of sanction imposition

Because of behaviour contrary to obligations a total of 507,627 cases of sanction
were applied by September 2008. This meant that on average 2.5 percent of all
persons in need of support but capable of work were given at least one sanction.

Objections and legal action

In 2008, roughly 788,600 objections were raised in the legal sphere of SGB I,
3.2 percent or ¢. 24,700 more than in the same period of the year before. AlImost
a quarter related to income (22.8 percent), roughly a fifth to benefits for accom-
modation and heating (18.7 percent) and circa a tenth (10.1 percent) to the
standard benefit for maintaining livelihood.

Roughly 841,900 objections were processed to a conclusion in 2008. In 36.5
percent of the cases the objection was accepted either completely or partially.
More than half of the objections (53.2 percent) were rejected.

In approximately 132,400 cases, legal action was initiated in 2008, 33.5 percent
more than in the same period of the year before. This was due among other things
to the increased processing of objections: currently more objections are being pro-
cessed than are received. Along with this there were roughly 31,700 applications for
interim legal protection in 2008. Almost half (48.6 percent) of the legal proceedings
completed in this period were decided in favour of the claimant, a large proportion
of these without a court decision through recognisance by the Basic Income Support
office. Added to these were 31,200 completed applications for interim legal protection
which led to the (partial) success of the applicant in 44.7 percent of the cases.

The increase in objections and above all in legal proceedings is counteracted by
various measures. Along with specialist supervision - among other things relevant
advice as regards key issues - this also comprises the spheres of inquiries and
advice and the ensuring of transparency in proceedings relating to benefits. An
important starting point is the way decisions are made when applications are re-
ceived and the detailed explanation of decisions on request. Various federal state
governments also take part in this within the framework of their oversight duties
with respect to local communities. A promising approach might be mediation simi-
lar to court proceedings; this is aimed at the more efficient handling, and even the
avoidance, of court proceedings. To date such a mediation process has been tried
out within the framework of pilot trials in Lower Saxony and Bavaria.
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Continued improvement
of the labour market in
the shadow of economic
slowdown

THE LABOUR MARKET

The economy and the labour market

In 2008, the labour market profited from the positive economic situation of the
years before. The real gross domestic product continued to grow by a likely 1.5
percent on a yearly average, sank however - adjusted for the season and calen-
dar - in the course of the year after a strong first quarter. On the labour market
this only became apparent at the end of the year. In 2008 gainful employment
and particularly employment in jobs covered by social security continued to rise
further in a clear way on yearly average. The build-up in employment is also the
main reason for the strong drop in unemployment. What also contributed to this
positive development were the reforms on the labour market and the declining
availability of labour.

Gainful employment

According to preliminary figures from the Statistisches Bundesamt (Federal Sta-
tistical Office) gainful employment had increased in 2008 on the annual average
by 582,000 or 1.5 percent to 40.35 million. The current rise - as already in the
two years before - was mainly due to employment subject to social security. In
June, 27.46 million employees were employed in jobs covered by social security,
603,000 or 2.2 percent more than the year before. At the same time, more than
the majority of the increased employment was accounted for by full-time jobs.
The economic upswing had caused employment to rise in all Federal States and
in almost all sectors. There was above all a strong rise in the provision of corpo-
rate services.

The number of employees covered by social security rose in this economic
sector from June 2007 to June 2008 by 6.2 percent or 225,000 to 3.85 million.
This increase was partly due to the supply of temporary workers. According to
provisional data from the Statistisches Bundesamt, the number of self-employed
persons grew in 2008 on a yearly average by 14,000 or 0.3 percent to 4.47
million. In the case of Mini-jobs there was a further clear increase in 2008.
However the growth was almost entirely due to employees already in jobs sub-
ject to social security who had decided to take on a second, very low-paid job
in addition. Their numbers grew by 160,000 or 7.8 percent to 2.20 million. At
4.88 million, the number of employees with only very low pay remained practi-
cally unchanged compared to the year before. Only those employees exclusively
with a very low-paid job are taken into account in calculating the number of
persons in gainful employment because persons with a second job have already
been accounted for under their main position of employment. Employment
promoted via labour market policy measures has decreased in total. What had
had a decisive effect was the decline in the promotion of self-employment which
- after rising strongly from 2003 to 2005 - decreased markedly over the last
three years in succession as a result of legal changes. Employment opportuni-
ties involving additional government expense (Mehraufwandsvariante), which
are incorporated into the calculation of those in gainful employment as a special
kind of legal relationship, lay somewhat below the level of the previous year.
The numbers dropped by 10,000 to 291,000. A total of 64,000 employees were
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occupied in job-creation schemes subject to social security and in employment
opportunities of the "Entgelt" type (subsidised employment in addition to existing
personnel), 2,000 more than a year ago.

The supply of labour

The supply of labour in Germany has dropped again slightly on average for the
year according to the estimates of the Institut fir Arbeitsmarkt- und Berufsfor-
schung (IAB, Institute for Employment Research), namely by 76,000 to 44.38
million. The potential workforce had risen continuously since German reunification.
As of 2006 the dominant demographic trend was that more older persons left
the working population than young persons joined it and hence the workforce is
becoming older and older. Between 2006 and 2008 effects that might have in-
creased the labour supply, such as an increasing willingness to take up employ-
ment, or immigration, did not balance this out any more.

Unemployment

On yearly average 3,268,000 persons were registered as out of work in Germany,
508,000 or 13 percent less than the year before. After the drop in unemployment
from 2006 to 2007, this constituted the second strongest drop in the history of the
Federal Republic. In comparison to 2005, when unemployment reached its highest
peak up till then as a result of the amalgamation of unemployment and social assi-
stance (Arbeitslosen- und Sozialhilfe), unemployment had actually dropped by
1,593,000. The main reasons for this strong decrease were the positive economic
environment, the reforms on the labour market and the decline in labour supply. In
addition to this, the intensive advisory services offered the unemployed and the
systematic verification of unemployed status probably played a role.

The annual average unemployment rate, in relationship to all persons working in
the civil sector, amounted to 7.8 percent in 2008. In comparison to the year
before, it had dropped 1.2 percentage points. With that, the rate lies clearly below
the most recent low of 2001 at 9.4 percent. The proportional SGB Il unemploy-
ment rate amounted to 2.4 percent as a yearly average while the proportional
SGB Il unemployment rate equalled 5.4 percent. The rates each dropped by 0.6
percentage points as against the previous year'.

" Along with the unemployment rate relating to all persons working in the civil sector, there is also the
unemployment rate relating only to dependent persons working in the civil sector. In Germany, this
latter type of rate calculation has the longest tradition. The unemployment rate relating to all dependent
persons working in the civil sector came to an annual average of 8.7 % in 2008 (1.4 percentage points
below the year before).
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A reduction in the demand
for labour, but the level is
still high

Fewer applicants and more
registered training positions

Easing of tension on the
training market

Jobs known to the BA and BA-X

The existing numbers of registered job openings remained at a high level in 2008.
On an annual average, 569,000 jobs (including subsidised jobs) had been registered,
53,000 or 9 percent less than the year before. Of all registered jobs, 358,000 or 63
percent were accounted for on an annual average by unsubsidised jobs for "normal"
employment relationships covered by social security which reflect the development
of the market in a better way'. That was 27,000 or 7 percent less than a year before,
and with this the existing number of job openings still lies well above the level of the
years 2005 and 2006. However the existing number of job openings is no mono-
lithical block; it can change fairly quickly. In the course of the year, 2.65 million jobs
were registered while at the same time 2.64 million jobs were de-registered. Along
with the registered vacancies, the Bundesagentur knows of other additional jobs from
private recruitment agencies (12,000), from the BA Job Exchange (JOBBORSE)
(238,000) and from the Job Robot (175,000). According to the most recent data from
the Institute firr Arbeitsmarkt- und Berufsforschung (IAB), the overall economic avail-
ability of jobs came to 998,000 in the third quarter of 2008. That was 255,000 less
than the year before. This included 829,000 job vacancies in the primary labour
market which had decreased in number in comparison to the year before by 234,000
or 22 percent. Of all jobs, 58 percent had been registered at the Bundesagentur fir
Arbeit; of the jobs in the primary labour market, 50 percent. The rates of jobs reported
have increased by 9 or 7 percentage points as against the previous year.

The BA Vacancy Index (BA-X) measures the demand for labour on the primary labour
market. Based on concrete, registered vacancy listings from establishments registered
at the BA, it functions as an early indicator of economic trends and as a yardstick
of the actual willingness of businesses to fill jobs. The job barometer showed a re-
duction in the course of the year of 16 points between January and December 2008.
In particular the demand for labour dropped by 10 points in the last quarter of 2008
which was a clear signal of the slackening in the dynamics of demand, even if they
were still at a high level. The BA-X closed in December at 154 points.

The training market

The final figures at the end of the 2007-2008 counselling year on 30 September
2008 showed that the situation on the training market had improved considerably
according to BA data. The number of registered applicants was lower than the year
before while the number of registered training positions remained at the high level
of the year before. The number of young people still looking for a training position
after the training year had already begun had dropped. On the other hand establish-
ments had difficulty in successfully filling all the training positions available. The
number of training contracts concluded lay below that of the previous year. One of
the main reasons for the - from the point of view of the applicants - favourable situa-
tion on the labour market was no doubt the positive economic environment and the
good state of the order books of the establishments. In addition to this, developments
in the demographic field had relieved the pressure on the labour market.

" Subsidised jobs include jobs for personnel service agencies (PSA), job-creation measures (ABM), development
of job-creating infrastructural measures (BSI) and occasional work. "Normal" jobs covered by social security
do not, on the one hand, cover marginally paid employment and, on the other, occasional jobs, seasonal, tele-,
foreign worker and personnel service agency jobs, as well as special jobs for domestic help for care recipients.
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From October 2007 to September 2008, a total of 511,600 training vacancies were
registered with the training placement unit, 1,200 or 0.2 percent more than during the
same period the year before. Of this total of registered vacancies, 432,700 were on-
the-job and 78,900 were of-the-job offers. In comparison to the year before the number
of on-the-job positions had risen by 10,400 (+2.5 percent). Having said that, the devel-
opment in eastern Germany, with a growth of 4,000 positions (+6 percent), was more
dynamic than in western Germany (+6,300, +1.8 percent). The increased number of
training positions corresponds to the number of newly concluded training contracts.

In the course of the year under review, 620,200 applicants contacted the training
placement unit for help in finding a training position, 113,800 or 15.5 percent fewer
than during the same period the year before. With this, the number of applicants
had declined for the second time running in both western and in eastern Germany.
The arithmetical difference between registered training positions and registered
applicants amounted to 108,600. A year earlier the difference had been 223,600.
52 percent of the applicants registered had already made efforts to find a training
position either the year before or in earlier years.

At the end of the counselling year, 14,500 applicants had still not found a training
position, that is, 18,200 or 55.7 percent less than the year before'. This meant that
only 2.3 percent of all applicants nationwide had neither an apprenticeship nor an
alternative offer.

The proportion of applicants who took up training or remained in training lay at 50
percent, somewhat higher than the year before. 14 percent of the applicants decided
in favour of continuing schooling or of taking up studies and 7 percent in favour of
further qualifications (for example, participation in pre-training courses or a preliminary
occupational qualification). A further 7 percent decided in favour of an alternative such
as a job, the Bundeswehr (German Armed Forces), alternative community service, or
a voluntary social or ecological year. There was no response from 19 percent of the
young people as regards their activities as they showed neither an interest in, nor a
reaction to, the invitation and/or inquiry from the employment office.

The number of non-filled training positions at the end of September came to 19,500
and was therefore 1,100 or 6.3 percent above the figure of the previous year.

The arithmetical difference between the number of applicants without a training
position (14,500) and the number of unfilled training positions (19,500) - the so-
called "gap" (Liicke) - amounted to -5,000. For the first time since the counselling
years 1999/2000 and 2000/2001, that had come at a favourable economic phase
in the same way as the counselling year just passed, there was a surplus of positions
at the end of the counselling year. However these positive final figures only applied
to western Germany where the "gap" was -6,500. In eastern Germany there were
1,600 more applicants without a training position than unfilled positions.

"On account of a revision of the figures for the training market there are slight divergencies in the data
of the year before in contrast to previous publications. Detailed information on this can be found at:
http://www.pub.arbeitsagentur.de/hst/services/statistik/detail /c.html.
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More intensive efforts
towards improved inte-
gration performances and
strengthening activities for
the promotion of women

Above all, previous experience gained with the National Pact for Training (Nationaler
Pakt fir Ausbildung) suggests that, in the so-called "fifth" quarter from September to
the middle of January, a large number of the currently non-filled positions are filled with
trainees and, in return, that applicants who had previously not been found a training
position either found one or an alternative. Furthermore it also became apparent that
the late placement activities of the Pact extend into the first calendar months of the
new year. With the 19,500 training positions registered at the BA as unfilled at the end
of September and the still unfilled preliminary occupational qualification traineeships,
offers are available to provide all young people willing to accept a training position, and
capable of doing so, with a training post or an alternative substitute.

International cooperation

European benchmark processes have had a significant effect on the activities of
the SWA 4 division - Internationale Beziehungen (international relationships) - in
2008. For example, steering and controlling, skills and performance-orientated
issues have been brought to the forefront. Switzerland, the United Kingdom and
France above all were selected a benchmark partners. Conversely the reform
successes of the BA have met with high interest abroad. In the Netherlands and
France especially, where benefit and placement authorities have been combined,
the BA is a much sought-after counterpart.

The BA has set up an information platform with all European partners (www.pesmonitor.
eu) that is kept up-to-date and provides comprehensive information about public-sector
employment authorities, their goals and tasks, developments and reform plans.

The European Representation of the BA in Brussels has consolidated its reputation
as a much sought-after discussion partner of the Council, Commission and Parlia-
ment of the EU; current developments and changes of direction that would have
an effect on the BA are identified at an early stage. Contributions from the European
Representation flow directly into strategic considerations at Headquarters.

Equal opportunity on the job market

The activities in the area of equality of opportunity of women and men on the job
market are orientated on the one hand on developments in the labour market and
on the other on forecast requirements. As women participated less intensively than
men in the economic upturn that extended into 2008, efforts were continued to
improve integration services. At the same time - with a view to the further require-
ments of the economy for skilled employees - the employment potential of men
and women not receiving benefits was further tapped through increased activation
and promotion measures. An additional EUR 175 million were provided for this on
the initiative of the Board of Governors under the 2008 integration item.

Participation of women in labour market policy measures in the legal sphere of
SGB lll rose in 2007 to 44 percent; however the legally prescribed promotion rate
for women (60.1 percent) was not reached. The data available for 2008 on the
use of particular measures imply that by the end of September the target figure
for promotion (55.7 percent) and the proportion of women among those promoted
(44.6 percent) had once more come closer to each other.
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Efforts on the operative side to (re-)integrate women into the labour market were
supported by the Equal Opportunities Officers for the Labour Market (Beauftragten
fur Chancengleichheit am Arbeitsmarkt, BCA): they developed basic offers of in-
formation and advice for men and women not receiving benefits and men and
women returning to working life, as well as for employers, both male and female,
for use over a wide area. In addition to this, the CA staff units were included in
the planning of the measures and in the development of new products, especially
for those not receiving benefits.

The participation of the BA in the action programme "Perspektive Wiedereinstieg"
(Perspectives for re-entering the workforce) of the Bundesministerium fir Familie,
Senioren, Frauen und Jugend (BMFSFJ, Ministry of Family Affairs, Senior Citizens,
Women and Youth) also aims at raising the level of participation of women in
gainful employment. The "Internetportal fir Wiedereinsteigerinnen" (Internet portal
for women re-entering the work force) on the Internet platform of the BA intends
to make regional information on returning to one's profession available as of 2009.
The BA is a cooperation partner of the BMFSFJ in the implementation of the ESF
Programme "Perspektive Wiedereinstieg", in which women are given support by
means of case management on a personal basis during the process of returning
to their professions. In doing so, it contributes to national co-financing.

In June, the BA signed the memorandum on the National Pact "Frauen in MINT-
Berufen" (Women in MINT professions: Mathematik (mathematics), Information
(information science), Naturwissenschaften (sciences), Technik (technology) ). As
a partner to this Pact, it not only intends to make a contribution to expanding the
spectrum of vocational choice for young women but also to closing the gap in the
need for skilled staff. This goal is also followed by the "AQUA" project within the
framework of the qualification offensive implemented by the Federal Government.
The BA is a member of the advisory body of this project targeted at engineers,
both male and female, who wish to return to their profession after bringing up
their families.

Institut fur Arbeitsmarkt- und Berufsforschung
(IAB, Institute for Employment Research)

The Institut fur Arbeitsmarkt- und Berufsforschung der Bundesagentur fir Arbeit
(IAB, Institute for Employment Research) conducts research on the labour market
in order to offer competent advice to political actors on the basis of modern
methods and substantiated research findings. Organisational proximity to the BA
ensures that research results can be encorporated directly into the BA's decision-
making processes. Freedom of reseach and publication guarantee that independent,
and with that from time to time, critical advice can be offered. The scientific in-
dependence that the Institute enjoys was confirmed explicitly once more by the
Executive Board and the Board of Governmors of the BA in 2008 by way of the
Framework Rules of Operation.

IAB intensified both its cooperation with universities and its international coopera-
tion in 2008. The most important publication is the IAB "Handbuch Arbeitsmarkt
2009" (IAB guide to the labour market) published in November 2008. In it, more
than 50 social scientists from the |AB analyse the full spectrum of the labour
market in 515 pages.
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EMPLOYMENT AND TRAINING MEASURES AND
SPECIAL PROGRAMMES

Promotion of further occupational training

Support of further occupational training can be seen as one of the essential
elements of active employment promotion. This instrument is intended to con-
tribute to evening out the discrepancy between requirements for qualifications
on the demand side and the qualifications actually possessed by those looking
for work. With this, the BA makes a significant contribution to meeting the demand
for skilled workers.

In the year under review, 251,539 (2007: 201,408) employees under the legal
sphere of SGB Ill began further occupational training. Against the previous year,
the number of entries rose by near on 25 percent. 8,178 persons began qualifi-
cation measures finally gaining complete occupational qualifications. The average
stock figure in 2008 was roughly 72,653 participants in further training. Among
other things, emphasis was on further training in metal working, the transport
sector and the health service professions.

The integration rate in the promotion of further training confirms that sustainable
integration can indeed be achieved by using this instrument. Six months after the
end of the measures, 57 percent of the participants under the legal sphere of
SGB Il were engaged in employment subject to social security.

Last year, about EUR 788.3 million (2007: EUR 619.2 million) of the integration
item (or 27.3 percent of the integration item) were spent on further occupational
training costs (course fees, travel costs, childcare costs, costs for accommodation
away from home and meals) for the promotion of participation in further occupa-
tional training measures. What must be added to this are roughly EUR 738.7
million (2007: EUR 747.6 million) for the payment of unemployment benefit during
further training.

This results in a sum of EUR 1.53 billion (2007: EUR 1.37 billion) of total expendi-
tures under the legal sphere of SGB Ill for the promotion of participation in further
occupational training measures.

Transition from school to work

The BA has defined the opening up of the market to those entering working life
for the first time as a central operating-policy goal. The aim is to make the transi-
tion between school and work easier for young people by providing support in
the form of suitable information, advice in regard to choice of profession, and
vocational guidance. Vocational guidance contributes to the level of information
a young person has, his/her self-assessment, the development of acceptable and
realistic courses of action and strategies, as well as to the provision of support
in realising these strategies.

Revising these processes during job counselling and training placement helps to

systematise and structure the processes more and to equip these activities with
valid and verifiable quality standards.
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After successful trials with the reorientation of vocational guidance and the in-
troduction of the "Training Placement" action programmes, the new concept was
introduced in the 150 employment office as of mid- 2007.

Preventive measures of in-depth occupational orientation and preparations to-
wards choosing a profession according to Section 33, Sentences 3 to 5, SGB
Il, that already begin early on in the last years at school, were promoted by the
BA in 2008 to the sum of EUR 50.7 million. These measures, that also take into
account specific target group requirements - for example, those of young people
with a migration background - require co-financing of at least 50 percent by
third parties (especially the Federal States). In this way the BA intends to provide
impetus in order to support the Federal States in their efforts here. In particular,
initiatives are to be got off the ground to make the transition to training more
successful for under-performing pupils than has been the case up to now. These
are intended to acquaint disadvantaged and under-performing young people with
the prerequisite skills essential for training and employment.

The media portfolio for school students in stages | and Il of secondary education
has been completely revised. For stage | of secondary education, the product
series planet-beruf.de (as the successor of "Mach's Richtig" (Do it right) ) was
introduced. It revolves around a newly developed, occupational programme of
self-study, the "BERUFE-Universum" (Career universe). The central medium pro-
viding information on opportunities of study, training and careers for stage Il of
secondary education is the new Internet portal www.abi.de. The Abitur (university
entrance qualifications) career-choice magazine (abi-Berufswahlmagazin) has been
revised in parallel to the Internet portal.

Within the framework of the network "Wege ins Studium" (Paths to study) the BA
supports the efforts of the Federal Government to raise the - by international compari-
son fairly low - studying rate of school-leavers with university entrance qualifications
in order to safeguard requirements for academic specialists in the mid- to long term.
Under the motto Start ins Studium! (Start studying) a week of orientation took place
nationwide from 3 to 7 November 2008 with several hundred events which were spe-
cifically aimed at drawing attention to individual perspectives available after gaining a
university qualification. The BA supported the campaign with roughly EUR 1 million.

The BA gives special attention to the stronger inclination on the part of school-
leavers, both male and female, towards the so-called MINT professions (Mathe-
matik (mathematics), Information (information science), Naturwissenschaften
(sciences), Technik (technology) ). This takes place both within the framework of
the production of new media as well as in individual advisory sessions which take
the suitability and preferences of the young people into account.

Despite the fact that regional and structural differences continue to exist, the 2007 /2008
training market is showing a clear tendency to relax. On 30 September 2008, 14,500
applicants who had not yet been placed were registered at the BA as against 19,500
unfilled training positions. Within the framework of the joint late placement measures
of the BA and the trade associations, the young people not yet placed will be given
further offers of on-the-job training, off-the-job training, a preliminary occupational
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qualification or pre-training courses. Here the Employer Service of the BA, in which
training placement has now been fully integrated, plays an important role.

Along with the strengthened commitment of the BA in the area of in-depth voca-
tional orientation, the BA has also made additional offers of a substantial scope
available to support young people during their transition from school to training.
In 2008 (not counting expenditures for the disabled), a total of EUR 2,099.0
million were spent; of this SGB II: EUR 389.6 million (2007: EUR 1,928.2 million;
of this SGB II: EUR 279.3 million).

In this way 105,496 persons in search of career guidance participated in a pre-
training preparatory programme (not counting special measures for disabled
persons) during counselling year 2007 /2008 (October 2007 to September 2008).
The expenditure for this amounted to EUR 513 million in 2008 in total, EUR 337
million of this for course fees and EUR 176 million for the vocational training
grants of the participants (2007: a total of EUR 533.5 million, EUR 347.4 million
of this for course fees and EUR 186.1 million for vocational training grants).

The integration rate of the participants who completed the measures in 2007 was
52.2 percent (those in training subject to social security, 44.7 percent).

Within the framework of a preliminary occupational qualification, a total of 34,894
young people were given support during the last counselling year; of these 7,851
persons were under the legal sphere of SGB II. In 2008, the amounts spent totalled
EUR 72 million (SGB Il: EUR 13 million). (2007: EUR 79.0 million in total, SGB II:
EUR 1.2 million).

In 2007, the integration rate of participants who completed the measures equalled
68.7 percent (those in training subject to social security 58.5 percent).

All'in all, 43,225 persons began training at off-the-job institutions in counselling
year 2007 /2008, of these 16,527 persons were from the legal sphere of SGB II.
EUR 978 million were spent on this type of service in 2008; of this EUR 639
million in the legal sphere of SGB Ill as well as EUR 339 million in the legal sphere
of SGB Il (2007: a total of EUR 852.7 million, of which EUR 250.5 million were in
the legal sphere of SGB Il). The integration rate of participants who completed
the measures in 2007 equalled 34.5 percent (those in training subject to social
security 13.4 percent).

In order to stabilise training relationships and avoid training being discontinued,
65,785 persons, and of these 4,589 persons from the legal sphere of SGB Il, were
supported during in-house training with benefits during training in the course of
the counselling year. The financial outlays for this amounted to EUR 104 million
in 2008, of which EUR 95 million were in the legal sphere of SGB Ill and EUR 9
million in the legal sphere of SGB Il (2007: a total of EUR 113.6 million, and of
this EUR 11.4 million in the legal sphere of SGB Il). In 2007 the integration rate
of participants who completed the measures equalled 78.6 percent (those in
training subject to social security 45.0 percent).
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Within the framework of the newly introduced Section 42 1r of SGB Ill, employers
were granted a training bonus in 2008 for additional training, especially of young
people who had already been looking for a training position the year before. The
training bonus was granted in a total of 11,513 cases while the expenditures for
this equalled EUR 10.5 million in 2008 in total.

The European Social Fund (ESF)

In 2008 as well, the BA promoted measures using funds from the ESF to a level
of EUR 37 million. Support within the framework of the old promotional period
2000 - 2006 ended on the 30 June 2008 and 30 September 2008 respectively.
The new promotional guidelines of the Bundesministeriums fur Arbeit und Soziales
(BMAS, Federal Ministry of Labour and Social Affairs) provide for a clear reduction
in the previous promotional instruments carried out by the BA. In the new promo-
tional period from 2007 to 2013 only training measures for those receiving transi-
tional short-time working allowances (Transferkurzarbeitergeld) and those receiving
short-time working allowances (Kurzarbeitergeld) as a result of the economic situa-
tion, and seasonal short-time working allowances (Saison-Kurzarbeitergeld) will
be promoted via the BA.

The European Globalisation Adjustment Fund (EGF)

Through the Administrative Agreement of 11 July 2007 the BA was charged with
implementing the EGF by the BMAS for the period of 2007 - 2013. About EUR 22
million have been employed by the BA since the beginning of the promotional period,
and of these roughly EUR 10 million were resources from the European Globalisation
Adjustment Fund. The first case of EGF-promotion in Germany had to do with the
company BenQ Mobile at its locations in Munich and Kamp-Lintfort (Bocholt).

The EGF can support the placement and qualification of employees by means of
supplementary and top-up benefits.

Supporting the participation of disabled and
severely disabled persons in working life

As the the institution providing rehabilitation, the Bundesagentur fiir Arbeit sup-
ports - for the most part young - disabled persons in finding their first job in
working life. Of the total of 67,978 persons to be rehabilited who were accepted
for job guidance in 2008 (2007: 68,413), roughly 68 percent (as in the year before)
can be ascribed to the area of initial integration.

The Bundesagentur fur Arbeit intensifies guidance during the transition from school
to working life. It provides vocational orientation and individual advice in the schools
themselves via its specially trained advisory personnel. The service palette is
supplemented by in-depth job orientation in cooperation with third parties. As of
2008, teachers at the special schools in particular have been systematically inte-
grated into the assessment of individual training needs. In 100 special schools,
persons trained to offer guidance to disabled young people about to enter working
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life will support them during the last two years of school and in looking for training,
in particular increasingly with a view to finding in-house training.

The main goal is to enable disabled young people to undertake solidly based
training with intensive in-house phases as a basis for finding employment on the
general labour market. For this reason, and in as far as in-house training cannot,
or cannot yet, take place, the BA pushes modular, flexible and labour market-
related/establishment-related support measures that are geared to the individual
requirements for support that the individual has.

According to the yearly average for 2008, a total of 96,218 disabled persons with
the goal of initial vocational integration (2007: 93,597) took part in job-promotion
measures, 42,650 of them (2007: 41,765) with the aim of gaining an occupa-
tional qualification. At the time, a further 17,670 young people (2007: 15,866)
were involved in an occupational pre-training course or in measures to clarify
aptitude.

Within the framewok of occupational reintegration, on the yearly average for 2008,
13,244 disabled persons (2007: 13,992) gained qualifications through further
training measures. 202 participants (2007: 310) were prepared for a new place
of work via training measures and measures to ascertain aptitude.

A total of 27,336 persons (2007: 26,952) were provided with support on a yearly
average in 2008 in the entry phase and occupational training phase of a workshop
for disabled persons (Werkstatt fiir behinderte Menschen, WfbM). Here it was the
case of disabled persons who on account of their capacities were not capable, or
were not yet capable of, undertaking an activity on the general labour market.

The support measure "Unterstiitzte Beschaftigung" (supported employment)
provided for by statute as of 2009 offers disabled persons a establishment-
orientated qualification for possible employment on the margin of the general
labour market. The BA has designed diagnosis measures that are closely connected
to this purpose to facilitate a better definition of capabilities in preparation for
"Unterstitzte Beschaftigung". Here the aim is to achieve realistic and resilient
predictions on the matter through individual, practice-based ascertainment of
aptitude of whether employment on the general labour market is feasbile or
whether the WfbM is the necessary institution for participation in working life.
The first participants were able to begin their activities in the middle of 2008; in
total there will be approximately 2,400 places available over the next two
years.

As the institution providing rehabilitation, the BA is also responsible for those cap-
able of work but in need of support under the legal sphere of SGB II; the promo-
tional funds earmarked in the budget of the BA will also be utilised for this group
of persons. In measures concerning initial occupational training and in workshops
for disabled person, one can in principle speak of payment obligations of the BA
for both legal spheres. In the area of reintegration, the institutions that finance
Basic Income Support for those capable of work but in need of support are normally
obliged to pay original benefits for those in their sphere of responsibility.
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In 2008 the BA invested EUR 2.30 billion (2007: EUR 2.17 billion) from the SGB
[l budget for the participation of disabled persons in working life. The expenditures
for rehabilition support in the area of SGB Il came to EUR 109 million in 2008
(2007: EUR 105 million).

For the especial support of severely disabled persons - primarily integration sub-
sidies to employers when they hire a severely disabled person - a total of EUR 122
million (2007: EUR 117 million) were expended on persons under the legal sphere
of SGB Il and EUR 36 million (2007: EUR 27 million) on persons under SGB Il.

The "WeGebAU" special programme

It is the intention of this special programme commenced in 2006 to provide start-
up financing for the further training of the low-skilled and of older persons in
employment, especially in small and middle-sized enterprises, and thus to
strengthen awareness for the challenges of life-long learning in all concerned.
Through participation in further training, employment opportunities and employ-
ability are to be retained or extended in order to safeguard employment perspec-
tives. At the same time these qualification measures can make a contribution to
meeting the need for skilled staff.

In 2008 a total of 57,757 instances of support took place with an expenditure
volume at the level of EUR 167 million. Of these, 9.792 were older persons as of
45 years-of-age in establishments with less than 250 employees. 21,147 persons
with low-skills were supported by way of further training costs according to Sec-
tion 77, Sub-section 2, SGB Ill. For 26,818 employees, employers received wage
subsidies (Arbeitsentgeltzuschuss, AEZ) according to Section 235¢, SGB lIl.

Through the change in Section 417, Sub-section 1, SGB Ill, in which the age limit
was lowered to "as of 45 years-of-age", it was possible to support just short of
4,717 more persons with further training costs according to Section 417, Sub-
section 1, SGB Ill.

There is unison of opinion in the Board of Governors that the WeGebAU programme
it introduced be continued as a special programme in 2009.

Short-time work

Employees are paid economic short-time working allowances according to Section
169 ff. SGB lll if there is an unavoidable, temporary interruption of work at the
establishment concerned resulting from economic causes or unavoidable circum-
stances. The short-time working allowance is partially a replacement of wages
and is intended to contribute to retaining jobs for the employees, and experienced
staff for the establishments.

In the moving annual average (Status 30.09.2008) 45,675 employees were working
short time (2007: 38,582). The number of establishments affected changed from
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4,217 to 4,589. Expenditure for short-time work resulting from the economic
situation amounted to EUR 110 million (2007: EUR 80 million) in 2008.

In western Germany an annual average of 36,866 employees were working short
time (Status 30.09.) in 3,557 establishments (2007: 30,942 employees in 3,302
establishments). In eastern Germany the number of short-time workers came to
8,809 (previous year: 7,640); on average 1,033 establishments were working
short time (914 in 2007). As a result of the economic developments at the end
of 2008, there was much greater recourse to this measure.

The short-time workers in organisational units of an establishment who received
transitional short-time working allowances according to Section 216b, SGB Il are
also included in the above figures on employees and establishments. The expendi-
tures for this amounted to EUR 131 million for 2008 (2007: EUR 184 million).

Winter construction/seasonal short-time working allowances

The winter earnings replacement allowance (Winterausfallgeld) was replaced in
the period of bad weather 2006 /2007 by the seasonal short-time working allow-
ance. As seasonal short-time working allowances can already be paid as of the
first working hour lost, lost working hours become virtually cost-neutral for the
construction employer (the employer is reimbursed on a pay-as-you-go basis for
the complete cost of the social security contributions that he has had to pay
himself for the hours lost.)

By law, commercial construction workers receive winter reimbursements involving
additional expense and winter bonus allowances, which are not subject to tax or
social security contributions.

The evaluation carried out on behalf of BMAS showed that the reduction in un-
employment in the construction field in Winter 2006 /2007 likely saved those
paying contributions ¢. EUR 321 million.

In 2008 228,409 applications for benefits (seasonal short-time allowances and
supplementary allowances) were paid for 1,712,646 employees.

A total of EUR 177 million (2007: EUR 159 million) were used in 2008 to pay for
seasonal short-time working allowances financed via contributions. The pay-as-
you-go expenditures for winter reimbursements involving additional expense,
winter bonus allowances and reimbursement of social security contributions to
employers came to EUR 267 million (2007: EUR 253 million).

Pay-as-you-go revenues for winter construction work amounted to EUR 301 million
in 2008 (previous year EUR 297 million).
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Part-time work for older employees

Benefits under the Part-time Work for Older Employees Act are granted to em-
ployers for employees who have completed their 55th year of age and have agreed
on part-time work with their employers. Support benefits from unemployment
insurance can only be provided for the period as of 1 January 2010 if the part-
time work for older employees began before that point of time. Agreements on
part-time work for older employees that were concluded after 31 December 2009
are in principle legally possible but can no longer be supported by the BA. In the
year under review, roughly 46,000 applications for approval of eligibility criteria
were authorised nationwide (2007 in total: 50,960). On 31 December 2008 about
100,000 employees were taking advantage of subsidised part-time work for older
persons (on 31 December 2007 the figure was still roughly 105,300). In approxi-
mately 36,400 cases, previously out-of-work employees took over the vacated
positions and in roughly 56,500 cases individuals who had completed their training
did so. In the remaining cases (about 7,100) small enterprises hired a trainee or
recipients of means-tested unemployment benefit ALG Il were hired as replace-
ments.

The BA supported part-time work for older employees in 2008 to the level of EUR

1.34 billion (2007 a total of EUR 1.38 billion). EUR 174 million (2007: EUR 170
million) of this were allotted to eastern Germany.
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EARNINGS REPLACEMENT BENEFITS

Unemployment benefit/partial unemployment benefit

The BA had spent EUR 13.86 billion in 2008 (2007: EUR 16.93 billion) on unem-
ployment benefit/partial unemployment benefit (including reimbursements to
foreign insurance institutions). The total sum included EUR 2.31 billion for health
insurance, EUR 3.18 billion for pension insurance and EUR 0.28 billion for nursing
care/long-term care.

In the year under review the average monthly entitlement (without social security
contributions) amounted to EUR 733 (2007: EUR 750) for recipients of unemploy-
ment benefit.

Voluntary extended insurance coverage

Family caregivers, the self-employed, and those employed abroad (outside the
EU) can insure themselves voluntarily under extended insurance coverage. Periods
of voluntary extended insurance count towards entitlement to unemployment
benefit.

A total of roughly 71,200 applications (previous year: 75,200) were approved; re-
venue from contributions amounted to ¢. EUR 31 million (previous year: EUR 30
million)."

Insolvency money

Employee benefits for employer insolvency cover back pay and salaries for em-
ployees for the last three months of the employment relationship prior to the
insolvency event. The insolvency event is usually the inception of insolvency
proceedings against the employer's assets, or the rejection of an application for
such proceedings because the assets of the insolvent will not cover court costs.
Insolvency benefits will be granted to the level of the net back pay/salary (allowing
for a monthly benefit ceiling). Along with this, the Bundesagentur fur Arbeit pays
total back social security contributions for the past three months to the applic-
able collection offices (the public health insurance funds).

In 2008 the expenditure for insolvency benefits equalled EUR 654 million (2007
a total of EUR 697 million). EUR 124 million (2007: EUR 120 million) went to
eastern Germany.

" Information on expenditures not yet available.
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Periods of suspension of benefit

Periods of suspension of benefit arise if SGB lll-clients behave in a way which is
not in accordance with the insurance conditions. In the year under review, a total
of 741,115 periods of suspension of benefit (2007: 639,222) were recorded, of
which 181,824 (2007: 170,654) were because of giving up work or behaviour
contrary to the contract and 27,409 (2007: 23,107) because of refusal to take
up reasonable employment or training measures or because such measures were
abandoned, and 213,129 (2007: 185,284) because of failure to report. 10,507
(2007: 9,427) periods of suspension of benefit occurred because of inadequate
own efforts und 294,015 (2007: 239,459) because of late registration of the fact
one was looking for a job. During periods of suspension of benefit, unemployment
benefit was not paid. The period of eligibility was reduced in accordance with the
number of days of suspended benefit, in the case of a 12-week period of suspen-
sion of benefit because of giving up a job, at least a quarter of the duration of
eligibility. In addition to this, eligibility for benefits was discontinued in a further
6,625 cases (2007: 4,726) because the job-seeker had given cause for ineligibility
periods totalling at least 21 weeks.

Objections and legal action'’

The number of objections raised against decisions made by the offices of the BA
in 2008 was less than the year before. It equalled c. 327,507 (previous year
331,057).

The number of actions lodged with the Social Courts fell slightly to 28,268 (pre-
vious year 31,000). In c. 90 percent of the cases decisions in reaction to objections
were not challenged.

The number of unresolved proceedings at the end of the year came to 43,330.

The number of appeals to the Higher Social Courts amounted to roughly 2,599
(previous year 3,115) thus representing a drop of about 17 percent.

At approximately 395 proceedings (previous year 390), the total number of new
proceedings involving the BA pending before the Federal Social Court
(Bundessozialgericht) (appeals on matters of law only, summonses to the BA as
an interested party, appeals against denial of authorisation to appeal) was almost
unchanged.

" Matters according to the Social Courts Act = area SGB Ill.
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Budget of the BA, and funding from the Federal and State Governments
and other sources

Revenue and expenditures in the 2008 budget year in EUR

Budgeted figures Actual figures +or -

2008 2008 against budget

BA revenues 38,146,340,000.00 38,289,175,761.85 142,835,761.85
Contributions 26,375,000,000.00 26,451,742,346.85 76,742,346.85

Funding from the Federal Government
for employment

7,583,000,000.00

7,583,000,000.00

0.00

Reimbursement for administrative expenditures SGB |l

2,096,000,000.00

2,261,604,138.80

165,604,138.80

Other revenues

2,092,340,000.00

1,992,829,276.20

-99,510,723.80

Winter employment levy

305,000,000.00

300,614,183.37

-4,385,816.63

Insolvency

890,000,000.00

673,473,542.19

-216,526,457.81

European Social Fund (ESF)

25,000,000.00

-151,470,906.06

-176,470,906.06

Reimbursement for administrative expenditures

220,140,000.00

224,336,562.02

4,196,562.02

Funds from equalising fund

110,000,000.00

130,201,534.70

20,201,534.70

Yields from reserves

410,000,000.00

670,219,250.74

260,219,250.74

Administrative income and other revenues

132,200,000.00

145,455,109.24

13,255,109.24

less: total expenditure (total 1V)

43,115,270,000.00

39,407,011,587.22

-3,610,915,949.51

Funding balance

-4,968,930,000.00

-1,117,835,825.37

3,753,751,711.36

The funding balance was equalled out by
withdrawal from reserves

1,117,835,825.37

Revenues of the Federal Government,
the States and other sources'

35,480,012,238.90

1. Federal Government'

35,454,972,171.73

2. Federal States

12,574,332.20

3. Other sources

12,465,734.97

Total expenditures for other budgets and entities

35,480,012,238.90

Surplus (+)/Deficit (-)

0.00

Total revenues (totals | and 1)

73,769,188,000.75

Total expenditure (total VI)'

74,887,023,826.12

Surplus (+)/Deficit (-)

-1,117,835,825.37

Expenditures from the BA budget

43,115,270,000.00

39,407,011,587.22

-3,610,915,949.51

1. Budget item for integration measures
under Section 7 1b SGB IV

3,558,200,000.00

2,889,299,425.80

-668,900,574.20

Budget allocated to generate a direct impact

2,677,241,672.70

Instruments to promote integration

1,713,609,061.55

Participation costs for further
occupational training

668,139,598.25

Aptitude tests/Training measures

159,091,555.10

Integration subsidies

488,311,092.81

Personnel service agencies (PSAs)

7,653,541.81

Placement services outsourced to third parties

28,258,743.41

Other instruments to promote integration

362,154,530.17

Measures towards in-depth job orientation

8,069,632.71

Guidance by social workers

382,532.71

" Not including expenditures for child allowances (Kindergeld) if these were disbursed by family allowance offices out of the earmarked funds under Chapter 6001,
Title 01 01 - Withholding tax. These expenditures came to EUR 28,468,210,458.96 in 2008.
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Budget of the BA, and funding from the Federal and State Governments
and other sources

Revenue and expenditures in the 2008 budget year in EUR

Guidance for young people entering a
profession

Budgeted figures
2008

Actual figures
2008

+or -
against budget

0.00

Preliminary occupational qualifications

50,618,933.51

Assignment of integration measures

11,583,621.44

Integration assistance accompanying
employment

0.00

Support for guidance and placement

74,221,591.08

Mobility subsidies

140,066,603.37

Hiring subsidies for start-ups

22,446,640.76

Hiring subsidies for substitutes 3,938,306.91
Earnings replacgment sgp3|d|es during the 2,972,264.48
further occupational training of employees

Subsidies for social plans -141,060.00
Promotion of the construction of residential 0.00

homes for young people

Discretionary support acc. to Section 10,
SGB Il

48,940,812.05

Maintenance allowance

-945,348.85

Instruments orientated on the progress of
integration

177,153,399.62

All-round integration support
for clients requiring guidance

87,535,156.53

Programme 2007 integration

89,618,243.09

Substitute labour market

49,572,765.54

Job-creation schemes (ABM)

39,781,516.74

Improvement of infrastructure

-10,066.46

Structural adjustment measures (SAM)

9,801,315.26

Promotion of the disadvantaged

736,906,445.99

External training

639,192,329.96

Assistance during training

94,723,919.08

Guidance by social workers, supervision of
training

299,459.32

Other benefits

2,690,737.63

Special programmes

212,057,753.10

Special preventive measures for young people

45,408,673.63

Further training of low-skilled and elderly
employees in enterprises (WeGebAU)

166,649,079.47

Other services for the active promotion of
employment

8,694,600,000.00

7,851,982,299.68

-726,325,923.84

Promotion of occupational training

932,000,000.00

859,887,379.62

-82,652,303.35

Occupational training allowance

567,000,000.00

512,138,365.41

-54,861,634.59

Participation costs for occupational pre-training

365,000.000.00

337,209,331.24

-27,790,668.76

Training bonus

0.00

10,539,682.97

10,539,682.97

Participation of disabled persons in working life /
support for the severely disabled

2,560,300,000.00

2,419,330,469.09

-140,969,530.91

Mandatory levy to promote participation in
working life

2,340,700,000.00

2,240,602,074.93

-100,097,925.07

Voluntary contributions to promote participati-
on in working life

74,200,000.00

56,473,601.84

-17,726,398.16

Benefits for the severely disabled

145,400,000.00

122,254,792.32

-23,145,207.68
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. ________________________________________________________________________________________________|
Budget of the BA, and funding from the Federal and State Governments
and other sources

Revenue and expenditures in the 2008 budget year in EUR

Promotion of self-employment

Budgeted figures
2008

Actual figures
2008

+or -
against budget

1,775,000,000.00

1,638,872,650.17

-136,127,349.83

Self-employment grants (Existenzgriindungs-
zuschiisse)

210,000,000.00

144,976,954.11

-65,023,045.89

Start-up grants (Griindungszuschiisse)

1,565,000,000.00

1,493,895,696.06

-71,104,303.94

Unemployment benefit during further
occupational training

793,000,000.00

738,749,449.67

-54,250,550.33

Other benefits

2,634,300,000.00

2,195,142,351.13

-312,326,189.42

Integration vouchers

135,000,000.00

8,168,540.55

-126,831,459.45

Short-time working allowance as well as seasonal
short-time working allowances

335,000,000.00

287,275,660.80

-47,724,339.20

Reimbursement of social security contributions
for seasonal short-time working allowances

131,000,000.00

125,984,515.95

-5,015,484.05

Transitional short-time working allowances

200,000,000.00

131,231,925.45

-68,768,074.55

Promotion of winter construction (funding
from employer levies)

106,750,000.00

140,656,198.38

33,906,198.38

Promotion of winter construction (funding
from contributions)

1,500,000.00

11,439.37

-1,488,560.63

European Social Fund (ESF)

60,000,000.00

36,789,404.73

-23,210,595.27

Wage guarantees for older employees

72,800,000.00

57,015,839.74

-15,784,160.26

Promotion of transfer measures 15,000,000.00 13,348,998.07 -1,651,001.93
Part-time work for older employees 1,500,000,000.00 1,344,754,589.52 -155,245,410.48
Assigning placement to third parties (obligatory) 500,000.00 124,560.73 -375,439.27
Placement vouchers 72,000,000.00 49,397,934.91 -22,602,065.09
Support of institutions 4,000,000.00 399,704.43 -3,600,295.57
Other expenditures 750,000.00 -16,961.50 -766,961.50

Benefits to replace earnings in the event of
unemployment and employer refunds to pension
and long-term care as well as slippage penalty

21,925,300,000.00

19,691,726,508.06

-2,233,573,491.94

Integration contribution

5,000,000,000.00

5,000,000,000.00

0.00

Refunds to pension and long-term care insurance
systems

190,000,000.00

173,536,467.12

-16,463,532.88

Unemployment benefit/Refunds to foreign
insurance institutions

15,905,300,000.00

13,864,394,172.61

-2,040,905,827.39

Insolvency money

830,000,000.00

653,795,868.33

-176,204,131.67

Administrative duties and collection of
contributions

4,477,020,000.00

4,494,904,040.47

17,884,040.47

Remuneration for the cost of collection

482,700,000.00

482,327,836.36

-372,163.64

Administrative expenditures of the BA under SGB IlI

3,994,320,000.00

4,012,576,204.11

18,256,204.11

Personnel costs

2,955,680,000.00

3,199,582,559.78

243,902,559.78

Other administrative expenses

1,038,640,000.00

812,993,644.33

-225,646,355.67

Administrative expenditures of the BA within the
framework of the Basic Income Support Scheme
for Job-seekers (Grundsicherung)

1,960,150,000.00

1,979,099,313.21

18,949,313.21

of these: expenditures for non-local services

104,000,000.00

95,967,5632.24

-8,032,467.76

First allocation to the benefit fund of the BA

2,500,000,000.00

2,500,000,000.00

0.00
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Budget of the BA, and funding from the Federal and State Governments

and other sources
Revenue and expenditures in the 2008 budget year in EUR

Budgeted figures
2008

Actual figures
2008

+or -
against budget

V.  Expenditures for the Federal and State Govern-
ments and other entities? 3

35,480,012,238.90

1. Federal budget funds?

35,454,972,171.73

a) Cost of implementing the Job Security Act
(Arbeitssicherstellungsgesetzes);
European Globalisation Adjustment Fund
(Chapter 1102 Title 636 01, 686 21)

9,576,208.51

b) Benefits under Books Il and Ill of the Social
Code and similar benefits (Chapter 1112)

34,959,428,305.62

of these: benefits from the Basic Income
Support Scheme for Job-seekers (partial
group 01)

27,071,632,364.73

c¢) Temporary protection of former military
personnel against the economic impact of
unemployment (Chapter 1403 Title 433 71)

12,966,043.36

d) Child allowances (not including allowances
under the tax laws)? (Chapter 1710
Title 636 11,681 13,681 18, 681 19)

250,800,140.40

e) Reimbursements of administrative costs for
family benefit adjustments under the Income
Tax Act (Chapter 0803 Title 636 01)

201,000,000.00

f) Preparation and training of personnel for
activities in the area of development coopera-
tion, allowances for integrated and returning
specialists, benefits under the Development
Assistance Act (Chapter 2302 Title 681 02,
685 08, 686 13)

21,151,213.49

g) Other (Chapter 0633 Title 684 02, Chapter
0902 Title 681 11; Chapter 1101 Title 541 01)

50,260.35

2. Budget funds of the Federal States

12,574,332.20

3. Funds from other sources®

12,465,734.97

VI. Total expenditures (Total IV and V)%3

74,887,023,826.12

2 Not including expenditures for child allowances (Kindergeld) if these were disbursed by family allowance offices out of the earmarked funds under Chapter 6001,

Title 01 01 - Withholding tax. These expenditures came to EUR 28,468,210,458.96 in 2008.
? Not included are the following expenditures realised via the financial systems of the BA:

- Housing and heating costs (KdU) under municipal sponsorship (Section 6, Sub-section 1, Sentence 1, No. 2 SGB ll): EURO 11,663,636,109.76;

- Administrative costs for joint agencies (Arbeitsgemeinschaften, ARGEn) and employment offices with separate duties (Arbeitsagenturen mit getrennter Aufgaben-
wahrnehmung, AAgAw) within the framework of the Basic Income Support Scheme for Job-seekers: EUR 1,502, 140,077.94;

- Disbursements of the benefit fund of the BA: EUR 2,980,297,557.73, and of this EUR 246,387,750.83 for current benefit claims.
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Key labour market data

(in thousands)

2006 2007 2008
Persons in employment' 39,024 39,694 40,283
Persopszemployed in jobs subject to social 26,354 26,855 27,458
security
Reported vacancies® 564 621 569
Persons unemployed?® 4,487 3,776 3,268
Unemployment rate®
(relating to the entire civil-sector workforce) e ol 7
" Persons in employment domiciled in Germany (national concept); preliminary results; Source: Federal Statistical Office
2 Always for the end of June; data as of 2006 preliminary
3 Annual average

|
BA budget
Revenues and expenditures 2006 - 2008 in EUR
2006 2007 2008

Revenue

55,383,585,972.29

42,838,386,253.69

38,289,175,761.85

Contributions for employment promotion

51,176,403,044.88

32,263,683,050.50

26,451,742,346.85

Funding from the Federal Government for employment promotion

6,468,000,000.00

7,583,000,000.00

Reimbursement for administrative expenditures SGB |l

2,166,039,052.80

2,195,665,292.70

2,261,604,138.80

Levies and other

2,041,143,874.61

1,911,037,910.49

1,992,829,276.20

Expenditure

44,168,828,382.46

36,195,896,601.70

39,407,011,587.22

Budget item for integration measures

2,482,814,843.13

2,507,110,307.67

2,889,299,425.80

Further services of active employment promotion

8,637,788,116.60

7,916,407,055.20

7,851,982,299.68

Promotion of occupational training

870,920,220.36

845,149,204.28

859,887,379.62

Promotion of participation in working life of disabled
and severely disabled persons

2,439,783,133.06

2,291,475,926.34

2,419,330,469.09

Promotion of self-employment

2,580,529,801.18

1,818,191,710.23

1,638,872,650.17

Unemployment benefit during further occupational training

713,907,597.51

747,576,497.08

738,749,449.67

Others (part-time benefits for older employees, short-time
working allowances, support for all-year employment, etc.)

2,032,647,364.49

2,214,013,717.27

2,195,142,351.13

Benefits to replace earnings during unemployment and
during employer insolvency

27,217,612,428.47

19,765,017,822.92

19,691,726,508.06

Integration contribution
(2006 and 2007: slippage penalty)

3,282,156,252.00

1,944,688,885.92

5,000,000,000.00

Reimbursement to pension and long-term care
insurance institutions

200,419,912.16

189,681,786.31

173,536,467.12

Unemployment benefit to the unemployed /
Reimbursement to foreign insurance institutions

22,899,203,859.95

16,934,061,766.26

13,864,394,172.61

Benefits in the case of employer insolvency

835,832,404.36

696,585,384.43

653,795,868.33

Costs for the collection of contributions and administration

5,830,612,994.26

6,007,361,415.91

6,474,003,353.68

Remuneration to social security collection offices

488,751,709.12

481,230,414.67

482,327,836.36

Administrative expenditures of BA in the SGB Il sphere

3,251,642,662.75

3,414,514,002.71

4,012,576,204.11

Administrative expenditures of BA within the Basic
Income Support Scheme for Job-seekers

2,090,218,622.39

2,111,616,998.53

1,979,099,313.21

First allocation to the benefit fund of the BA

2.500.000.000,00

Balanced withdrawal from reserves

1,117,835,825.37

Balanced addition to reserves

11,214,757,589.83

6,642,489,651.99
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Major labour market policy instruments

Number of persons on annual average (in thousands)’

2006 2007 2008

Training
Further occupational training 119 132 151
Aptitude tests and training courses 70 77 79
Benefits during employment
Integration subsidies 82 112 128
Start-up grants (Griindungszuschuss) 8 92 123
Bridging allowances 63 3 =
Self-employment grants (Existenzgriindungszuschuss) 210 122 41
Employment creation measures
Occasional work 293 323 S1([5)
Job-creation schemes 44 41 40
Structural adjustment measures 6 2 1
Promotion of occupational training
Occupational training for the disadvantaged 112 125 126
Pre-training courses 74 78 67
of these: occupational rehabilitation

Initial occupational integration of persons with disabilities 112 109 92

Occupational reintegration of persons with disabilities 30 25 19
Short-time workers ' 67 68

“ Data for 2008 are preliminary. As of 2006, the statistics on the support provided are based on information from the IT processes at the BA as well as on data inputs

supplied by authorised local authority entities and assessed as plausible.

" The annual average for 2008 cannot be calculated because figures are only available for the months of January to September.

I
The labour market created favourable financial framework conditions in 2008 as well

Contributors Persons unemployed
(annual average, millions) (annual average, millions)

26.08 25.61 25.69 26.33 26.93

4.39 4.86 4.49 3.78 3.27

— - —

2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
Number of contributors rose 2.5 percent 13.5 percent less unemployed
as against 2007 as against the previous year
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(billion) and contribution rate
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65% 65%

-4.18 -0.40
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Operative surplus despite lowered
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Unemployment and active employment promotion of women

Characteristic Germany Western Germany Eastern Germany
Women, abso- Women, percent Women, abso- Women, percent Women, abso- Women, percent
lute figures lute figures lute figures
2008 2007 2008 2008 2007 2008 2008 2007 2008
I I
Persons unemployed
Inflow” AT 3,254,531 44.9 45.2 2,229,467 452 451 1,025,064 44.4 45.6
Existing AV 1,599,940 49.6 49.0 1,055,376 49.8 49.2 544,564 49.2 48.5
of these: long-term unemployed" AV 531,933 52.8 52.7 338,117 51.9 52.3 193,816 54.4 53.4
CHthes: . AV 99,467 98.7 98.6 56,637 98.7 98.6 42,830 98.7 98.7
returning to the labour market
Outflow” AT 3,438,984 45.4 45.6 2,342,823 45.6 455 1,096,161 45.0 45.9
of these:
in positions of employment” AT 1,140,751 38.7 39.1 741,729 38.6 38.9 399,022 39.0 39.5
(without training)
Unemployment rate %

relating to the entire

civil-sector workforce' by 9.6 8.2 8.0 6.8 15.6 13.4

Important services of employment promotion (Stocks and appropriations)

Further occupational training? AV 72,065 48.1 47.9 50,204 48.7 48.6 21,862 47.0 46.4

Job-creation
measures:?

Occasional work under
Section 16, Sub-section 3, SGB Il

Job-creation schemes AV 16,774 41.9 42.4 2,646 35.7 37.4 14,128 43.7 43.5

Support for regular employment
Direct assistance:?

AV 132,170 40.9 42.0 64,413 36.9 38.6 67,757 45.7 46.0

Integration subsidies AV 48,148 B5E5) 38.1 25,732 32.0 34.9 22,417 40.9 42.8
mzzgr%;ad”lf:;:;a"’”p CREENES 1,977 415 427 992 38.3 39.1 985 45.8 47.0
Hiring grants for substitutes AV 193 54.3 51.2 73 48.5 44.6 120 59.4 56.1
Wage subsidies AV 2,747 38.6 34.5 2,044 32.6 BiIE5) 704 57.7 48.1
Start-up grants (Griindungszuschuss) AV 45,647 36.5 37.1 33,658 35.7 36.3 11,988 38.8 39.5
Indirect assistance:?

Training measures AV 37,384 47.5 48.1 25,783 471 47.5 11,601 48.4 49.4

Supporting guidance and
placement (cases approved)
Mobility subsidies (cases approved) AT 139,371 36.4 38.0 50,507 72.2 72.7 88,864 36.5 38.8
Applications for vocational

training places

AT 1,355,833 52.0 52.3 747,487 52.1 52.2 608,346 51.9 52.3

Registered during the year under
review (inflow)*

Not yet placed at the end of the
year under review®

AT 292,438 46.3 47.1 229,453 47.0 47.6 62,890 44.2 45.6

AT 7,082 48.8 48.9 4,944 49.6 48.8 2,137 47.1 49.1

“ As of 2005 complementary evaluations of the BA's special IT process. As of 2005, the unemployment statistics are based on data from the BA's IT processes and from
data supplied by authorised local authority entities and assessed as plausible; if the data supplied did not seem plausible, figures were based on complementary estimates
from the BA's statistics. Complementary evaluations from the BA's special IT process do not contain any data from authorised local authority entities.

" Unemployed persons as a percentage of the total civil-sector workforce (dependently employed, self-employed and family helpers).

2 Reporting year: 1 October to 30 September of the following year. After July 2005 the geographical characteristic for data collection on applicants was changed from the place of
counselling to the place of residence. Regional figures may differ from the totals for Germany as a whole because of data that could not be allocated and applicants living abroad.

? Data for 2008 are provisional. The statistics on support payments as of 2006 are based on the BA's IT processes and on the data supplied by authorised local authority entities
and assessed as plausible.

AV = Annual average, AT = Annual total
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Contributions to health, pension and long-term care insurance 2008

Contributions to health, pension and long-term care insurance Million EUR (Increase of expenditures for net payments)

Health insurance Percent- Pension insurance Percent- Long-term care Percent- Total Percent-
Net contributions  age of net contributions  ageofnet insurance contri-  age of net KV,RV, PV age of net
Benefits benefits (KV) benefit (RV) benefit butions (PV) benefit benefit

Unemployment
benefit during 8,092.4 2,313.3 28.6 3,176.0 39.2 275.0 3.4 5,764.30 71.2
unemployment

Unemployment

benefit during further 455.9 128.1 28.1 175.1 38.4 15.5 3.4 318.7 69.9
occupational training
WIEHtE] 63.0 16.2 257 16.2 257 2.0 3.2 343 54.4
allowance
LTS TEAES -1.3 0.1 -6.5 0.1 -10.5 0.0 -0.8 0.2 -17.8
allowance
Rl 4954 326.8
insolvency money . . I
Refunded Social security contributions only shown as totals

erunde -97.9 -70.5

insolvency money

Along with the expenditures on earnings-replacement benefits, roughly EUR 6 billion were additionally paid
under the above-mentioned types of benefit for contributions to social security funds of the beneficiaries.

In addition to this, the BA also refunded a sum to the level of nearly EUR 10 million to the accident insurance
fund of the Federal Government for the accident insurance coverage (including administrative costs) of clients
in the legal spheres of SGB Il and SGB Il who are obliged to register; employees of the BA; and the members of
the organs of the Autonomous Administration of the BA.
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I
Personnel statistics

Key data from the personnel area
Rate of severely disabled: ~ 8,5 %
Proportion of women: ~ 69 %

Part-time rate: ~ 24 %

Jobs for permanent staff and employment possibilities
for temporary staff at the Bundesagentur fiir Arbeit

Total Legal sphere SGB I Legal sphere SGB II2 Family
including excluding Allowance
services SGB Il services SGB Il Office
2007 2008 2007 2008 2007 2008 2008
I I
Total 96,488.5 100,146.0 65,895.0 63,306.5 30,593.5 33,426.5 3,413.0
Employees 60,040.5 63,152.0 39,583.0 37,188.5 20,457.5 22,963.5 3,000.0
Civil servants 20,148.5 20,148.5 15,012.5 14,272.5 5,136.0 5,463.0 413.0
SEAIMULL 11,849.5  12,001.5 6,849.5 7,001.5 5,000.0 5,000.0
contracts
Junior staff 4,450.0 4,844.0 4,450.0 4,844.0

Source: BA Budget Plan

' Employment offices, Regional Directorates, special offices, and headquarters; as of 2008 without Family Allowance Office
Z Joint agencies and and the unemployment offices with separate duties
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Key annual data of the labour statistics for the Federal Republic of Germany

(in thousands)

Characteristic 2003 2004 2005 2006 2007 2008
I
Population' t 82,532 82,501 82,438 82,315 82,218
m 40,356 40,354 40,340 40,301 40,274
W 42,176 42,147 42,098 42,014 41,944
Persons employed in jobs t 26,955 26,524 26,178 26,354 26,855 27,458
subject to social security? m 14,773 14,541 14,286 14,424 14,770 15,064
w 12,181 11,983 11,892 11,931 12,085 12,394
of these: foreign nationals -t 1,874 1,805 1,755 1,790 1,844 1,901
Total number of persons unemployed AV t 4,377 4,381 4,861 4,487 3,776 3,268
" m 2,446 2,449 2,606 2,338 1,900 1,668
” w 1,931 1,933 2,255 2,149 1,873 1,600
of these: foreign nationals ” t 543 545 673 644 559 497
young people under 20 ” t 84 75 124 108 83 67
severely disabled persons ™ » t 168 174 180 182 171 154
unemployed persons looking for part-time work* 't 394 391 491 517 466 397
Total unemployment rate® AV t 11.6 11.7 13.0 12.0 10.1 8.7
” m 12.4 12.5 13.4 12.0 9.8 8.6
” w 10.8 10.8 12.7 12.0 10.4 8.9
of these: foreign nationals » t 20.2 20.3 25.2 23.6 20.3 18.1
of these: young people under 20 bt 4.5 4.2 7.4 6.8 8.8 4.3
Job-seekers * AV t 5,434 5,849 6,412 6,212 5,627 5,058
” m 3,018 3,254 3,413 3,227 2,849 2,601
bW 2,416 2,594 2,999 2,985 2,779 2,457
Total vacancies notified AV t 355 286 413 564 621 569
of these: for part-time work bt 66 54 130 183 193 176
Inflow of job-seekers * ATt 7,455 6,900 6,840 6,431 6,430 6,339
Inflow of unemployed persons * ATt 7,629 8,235 8,379 8,116 8,233 8,436
Inflow of notified vacancies ATt 2,467 2,136 2,731 2,932 2,898 2,649
Short-time workers® AVt 195 151 126 67 68
Employees in job-creation measures® AVt 97 86 48 44 41 40
Clients of the vocational guidance services* AT t 2,133 2,048 1,949 2,059
N m 1,091 1,051 1,006 1,072
bW 1,041 997 944 987
Notified available vocational training AT t 547 520 471 459 510 512
positions*
of these: remained unfilled* YE  t 15 13 13 15 18 20
Registered applicants for
vocational training positions* AT t 720 736 741 763 734 620
of these: not yet helped/not yet placed* YE t 85 44 41 49 33 14
Participants in further vocational
training measures® AVt 260 184 114 119 132 151
Integration subsidies® AVt 153 110 60 82 112 128
Recipi of unemploy t benefit 11° - 4,982 5,392 5,772 5,005
Recipients of welfare benefit® 17,742 1,955 1,964 1,895
Recipients of unemployment benefit’ AV t 1,919 1,845 1,728 1,445 1,080 916

* As of 2005 complementary evaluations of the BA's special IT process. As of 2005, the unemployment statistics are based on data from the BA's IT process and on data
supplied by authorised local authority entities and assessed as plausible; if the data supplied did not seem plausible, figures were based on complementary estimates
from the BA's statistics. Complementary evaluations of the BA‘s special IT process do not contain any data from authorised local authority entities.

t = total, m = men, w = women
AV = Annual average, AT = Annual total, YE = Year end

" Source: Federal Statistical Office. Break-off date: 31 December - for 2006 - results on 30.09.2006 from the population forward projection.

2 End of June in each case; data as of 2006 are provisional - according to the principle of place of work.

3 Unemployed persons as a percentage of dependent, civil-sector persons in employment (employees liable to social security and in marginal employment, civil servants, the unemployed).

“ Reporting year: 1 October to 30 September of the following year. After July 2005 the geographical characteristic for data collection on advice seekers and applicants was
changed from the place of counselling to the place of residence. Regional figures may differ from the totals for Germany as a whole because of data that could not be allocated
and applicants living abroad. Data for the reporting year 2006,/2007 were revised.

% Data for 2008 are preliminary. The statistics on support after 2006 were taken from the BA's IT processes and from the data supplied by authorised local authority entities
and assessed as plausible.

¢ Data with 3 months waiting period from January 2005 up to and including August 2008, the data for the period September to December 2008 were provisionally extrapolated
for the purpose of calculating the annual figures.

7 The annual average for 2008 includes estimates for the November and December figures.

8 No annual average for 2008 because figures are only available for the months January to September.



Key annual data of the labour statistics for Western Germany

(in thousands)

Characteristic 2003 2004 2005 2006 2007 2008
I
Population’ t 65,619 65,680 65,698 65,667 65,664
m 32,074 32,111 32,129 32,128 32,144
W 33,545 33,569 33,569 33,539 33,521
Persons employed in jobs t 21,730 21,412 21,206 21,340 21,737 22,239
subject to social security? m 12,145 11,973 11,807 11,905 12,185 12,427
w 9,586 9,438 9,399 9,435 9,553 9,812
of these: foreign nationals ot 1,773 1,706 1,654 1,682 1,731 1,787
Total number of persons unemployed AV t 2,753 2,783 3,247 3,007 2,486 2,145
" m 1,594 1,608 1,749 1,567 1,245 1,089
” w 1,159 1,175 1,497 1,440 1,239 1,055
of these: foreign nationals " t 468 469 582 655) 477 423
young people under 20 ” t 55 48 86 76 58 46
severely disabled persons ™ ” t 125 129 135 134 123 110
unemployed persons looking for part-time work * ” ot 337 334 430 451 399 336
Total unemployment rate® AV t 9.3 9.4 11.0 10.2 8.4 7.2
” m 10.2 10.3 11.3 10.1 8.1 7.0
” w 8.3 8.4 10.7 10.2 8.7 7.4
of these: foreign nationals » t 18.8 18.9 23.5 22.1 18.8 16.8
of these: young people under 20 " ot 3.8 3.5 6.5 6.0 4.6 3.6
Job-seekers * AV t 3,429 3,757 4,301 4,164 3,702 3,301
” m 1,962 2,145 2,296 2,162 1,868 1,690
N W 1,467 1,612 2,005 2,002 1,835 1,610
Total vacancies notified AV t 292 239 325 436 489 455
of these: for part-time work ” ot 50 41 79 117 131 123
Inflow of job-seekers* ATt 5,344 4,974 4,944 4,578 4,599 4,579
Inflow of unemployed persons* ATt 5,173 5,577 5,817 5,538 5,604 5,782
Inflow of notified vacancies ATt 1,830 1,658 2,021 2,167 2,169 1,951
Short-time workers® AVt 160 122 101 54 52
Employees in job-creation measures® AVt 24 21 12 9 9 7
Clients of the vocational guidance services* AT t 1,550 1,488 1,436 1,537
” m 792 762 738 794
" W 758 726 698 742
g::::z:;vallable vocational training AT t 427 407 371 360 304 202
of these: remained unfilled* YE t 14 13 12 14 16 17
Registered applicants for
vocational training positions* AT t 502 523 538 559 547 482
of these: not yet helped/not yet placed* YE t 22 29 30 88 23 10
Participants in further vocational
training measures® AVt 161 121 76 81 90 104
Integration subsidies® AVt 56 40 28 47 68 75
Recipients of unemployment benefit 116 - 3,186 3,462 3,394 3,235
Recipients of welfare benefit® 1,255 1,399 1,402 1,350
Recipients of unemployment benefit” At 1,326 1,288 1,208 1,023 769 647

Note on area status: Old Federal States excluding Berlin

* As of 2005 complementary evaluations of the BA‘s special IT process. As of 2005, the unemployment statistics are based on data from the BA‘s IT process and on data supplied by
authorised local authority entities and assessed as plausible; if the data supplied did not seem plausible, figures were based on complementary estimates from the BA‘s statistics.
Complementary evaluations of the BA‘s special IT process do not contain any data from authorised local authority entities.

t = total, m = men, w = women
AV = Annual average, AT = Annual total, YE = Year end

! Source: Federal Statistical Office. Break-off date: 31 December.

2 End of June in each case; data as of 2006 are provisional - according to the principle of place of work.

7 Unemployed persons as a percentage of dependent, civil-sector persons in employment (employees liable to social security and in marginal employment, civil servants, the unemployed).

*# Reporting year: 1 October to 30 September of the following year. After July 2005 the geographical characteristic for data collection on advice seekers and applicants was changed from the
place of counselling to the place of residence. Regional figures may differ from the totals for Germany as a whole because of data that could not be allocated and applicants living abroad.
Data for the reporting year 2006,/2007 were revised.

® Data for 2008 are preliminary. The statistics on support after 2006 were taken from the BA‘s IT processes and from the data supplied by authorised local authority entities and assessed
as plausible.

¢ Data with 3 months waiting period from January 2005 up to and including August 2008; the data for the period September to December 2008 were provisionally extrapolated for the purpose
of calculating the annual figures.

7 The annual average for 2008 includes estimates for the November and December figures.

4 No annual average for 2008 because figures are only available for the months January to September.
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Key annual data of the labour statistics for Eastern Germany

(in thousands)

Characteristic

Population’

Persons employed in jobs
subject to social security?

of these: foreign nationals
Total number of persons unemployed

of these: foreign nationals

young people under 20

severely disabled persons ™

unemployed persons looking for part-time work*
Total unemployment rate®

of these: foreign nationals
of these: young people under 20
Job-seekers *

Total vacancies notified

of these: for part-time work
Inflow of job-seekers *

Inflow of unemployed persons *
Inflow of notified vacancies

Short-time workers®
Employees in job-creation measures®
Clients of the vocational guidance services*

Notified available vocational training
positions*
of these: remained unfilled*

Registered applicants for

vocational training positions*

of these: not yet helped/not yet placed*
Participants in further vocational

training measures®

Integration subsidies®
Recipi of unemploy t benefit 116
Recipients of welfare benefit®

Recipients of unemployment benefit”

YE

AT
YE

AV
AV

AV

Note on area status: New Federal States including Berlin

H ‘ Mﬁ ‘,.,. ‘ﬁ ﬁ‘sgH‘ﬁ‘ﬁ‘ﬁ‘ﬁ‘ﬁ‘ﬁﬁ‘g3,‘,."53,,‘”,,,”'23,%53_,‘23,,

2003 2004 2005 2006 2007 2008
I
16,913 16,821 16,740 16,648 16,554
8,282 8,243 8,212 8,173 8,131
8,631 8,578 8,529 8,475 8,423
5,224 5,112 4,972 5,014 5,117 5,219
2,629 2,567 2,479 2,519 2,585 2,636
2,596 2,545 2,493 2,496 2,532 2,583
101 99 96 101 107 114
1,624 1,599 1,614 1,480 1,291 1,123
852 841 856 771 655 579
772 758 758 710 635 545
75 76 91 89 82 74
29 27 38 33 26 21
43 44 45 48 49 44
57 57 62 66 67 61
20.1 20.1 20.6 19.2 16.8 14.7
20.6 20.6 213 19.5 16.7 14.8
19.6 19.5 19.7 18.8 16.8 14.5
38.8 38.8 45.2 42.4 38.0 33.9
7.0 6.9 10.8 9.9 8.4 7.3
2,005 2,092 2,111 2,048 1,925 1,758
1,056 1,109 1,117 1,065 981 911
949 982 994 983 944 847
63 47 88 129 133 113
16 13 51 66 62 53
2,112 1,926 1,895 1,853 1,831 1,760
2,456 2,658 2,561 2,578 2,629 2,654
637 478 710 765 729 698
35 29 25 13 16
73 65 36 34 31 33
583 555 511 520
300 287 267 277
283 268 244 244
119 113 100 99 116 110
1 1 1 2 2 3
218 213 202 204 186 138
1 15 11 16 10 4
99 63 38 37 42 47
97 70 32 35 44 53
1,796 1,930 1,884 1,769
519 556 562 544
593 557 520 423 311 269

* As of 2005 complementary evaluations of the BA‘s special IT process. As of 2005, the unemployment statistics are based on data from the BA‘s IT process and on data supplied by
authorised local authority entities and assessed as plausible; if the data supplied did not seem plausible, figures were based on complementary estimates from the BA's statistics.

Complementary evaluations of the BA‘s special IT process do not contain any data from authorised local authority entities.

t = total, m = men, w = women

AV = Annual average, AT = Annual total, YE = Year end

! Source: Federal Statistical Office. Break-off date: 31 December.
2 End of June in each case; data as of 2006 are provisional - according to the principle of place of work.
° Unemployed persons as a percentage of dependent, civil-sector persons in employment (employees liable to social security and in marginal employment, civil servants, the unemployed).
* Reporting year: 1 October to 30 September of the following year. After July 2005 the geographical characteristic for data collection on advice seekers and applicants was changed from the
place of counselling to the place of residence. Regional figures may differ from the totals for Germany as a whole because of data that could not be allocated and applicants living abroad.
Data for the reporting year 2006,/2007 were revised.
* Data for 2008 are preliminary. The statistics on support after 2006 were taken from the BA's IT processes and from the data supplied by authorised local authority entities and assessed

as plausible.

¢ Data with 3 months waiting period from January 2005 up to and including August 2008; the data for the period September to December 2008 were provisionally extrapolated for the purpose

of calculating the annual figures.

7 The annual average for 2008 includes estimates for the November and December figures.

% No annual average for 2008 because figures are only available for the months January to September.



Editor
Bundesagentur fir Arbeit
Executive Board

March 2009



