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Abstract 
In Germany we observe a growing number of households receiving payments from Unem-
ployment Benefit II – the basic social care system – while members of the household being 
employed. Our analysis of these households situated between welfare and work relies on data 
from the newly established household panel ‘Labour Market and Social Security’. In a first step 
we identify reasons for the phenomenon by looking at the household size, the wage level and 
the working time per month. In a second step we take a closer look at subgroups with respect 
to potential impediments to an expansion of working time that could enable the household to 
become independent from transfer payments. It turns out that there are no simple answers for 
the heterogeneous group. In some cases the employability may be restricted because of health 
problems, and further labour market integration seems to be difficult at all. In other cases low 
skills or simply a lack of childcare are the main problems. The findings indicate that the prob-
lem of a growing number of working benefit recipients cannot be approached solely by labour 
market policy but is also a topic for social policy, educational policy, family policy and health 
care policy. 
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Between Welfare and Work – Households in Germany’s Basic Social 
Care System 
 
Martin Dietz, Gerrit Müller, Mark Trappmann 
 
In 2005 unemployment assistance (‘Arbeitslosenhilfe’) and social assistance (‘Sozialhilfe’) were 
merged to a new system of basic social care under the jurisdiction of the second book of the 
German Social Code (SGB II)

1
. The new legislation allows people living together in one house-

hold – a so-called Bedarfsgemeinschaft – to earn income up to a certain degree while receiv-
ing supplemental benefits according to SGB II at the same time (see Box 1 for details). Thus a 
general model of in-work benefits was introduced, which has been increasingly used during the 
last years. Official statistics from the Federal Employment Agency show that about 1.3 million 
employed people were recipients of supplemental benefits in December 2008. On the one 
hand the additional income increases the disposable net income, on the other hand these 
people between welfare and work make a personal contribution to the system of social care 
refinancing a share of their welfare payments. 

 

Box 1 
The meaning of ‘Bedarfsgemeinschaft’ 
A so-called Bedarfsgemeinschaft (which is sometimes translated as ‘community of need’) is 
the reference point for benefits according to the SGB II. A Bedarfsgemeinschaft includes all 
persons in a household receiving benefits jointly (i.e. as a joint payment). In the majority of 
cases, the Bedarfsgemeinschaft and the household will be identical, which in particular ap-
plies in case of (married or unmarried) couples and parents with children below 25 years of 
age – as long as they do not have children themselves. However, under specific circum-
stances, the Bedarfsgemeinschaft might not include all household members. Or, a household 
in which everybody receives benefit payments might be made up by more than one Be-
darfsgemeinschaft.  

An example for the former would be a grown-up child living with its parents and earning just 
enough to make its own living but having insufficient means to support his mother and father 
– in this case the Bedarfsgemeinschaft will only include the parents. An example for the latter 
would be a three- (or more) generation-household. Since a Bedarfsgemeinschaft may only 
consist of two generations, this type of household would be made up of two Bedarfsgemein-
schaften, one consisting of the grandparents and one of the parents and children. 

Throughout the paper we will use the terms Bedarfsgemeinschaft and household synony-
mously. 

The regulation of additional income according to SG B II 
People receiving supplemental payments are combining earnings from work and payments 
under the jurisdiction of the second book of the German Social Code (SGB II). The regula-
tions regarding additional earned income are as follows: earned income amounting to 100 € 
are not deducted from the benefits. Over 100 € the beneficiary is allowed to keep 20% of 
every additionally earned Euro up to an income of 800 €. Over 800 €, the rate of reduction of 
benefits rises to 90%. The additional income is fully charged when it reaches 1,200 € 
(1,500 € for people with children). 

                                                 
1 The second book of the German Social Code (SGB II) applies as well to needy people capable of working and receiving 
Unemployment Benefit II (‘Arbeitslosengeld II’) as to people not capable of working receiving ‘Sozialgeld’. Throughout the 
paper we will apply the term ‘Unemployment Benefit II’ for the broader range of benefits according to the SGB II. Unem-
ployed persons will rely on Unemployment Benefit II only if they are not (anymore) entitled to benefits according to the 
unemployment insurance (Unemployment Benefeit I). 
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The discussion about the increasing number of people receiving supplementary benefits is 
controversial. Some criticize that earned income is no longer sufficient to provide a livable 
income. Others emphasize that the additional employment is a first step to full labor market 
integration and offers opportunities for leaving welfare altogether. Both interpretations do not 
give an answer why people continue to rely on welfare payments despite working. It is the aim 
of our paper to examine this question in order to identify starting points for leaving welfare. 
Why do so many people combine wages and social benefits and what is the reason for remain-
ing on public assistance? How can public policy help? 

 

The Database 
Our study employs data from the panel study ‘Labour Market and Social Security’ (PASS, 
Panel Arbeitsmarkt und Soziale Sicherung).

2
 During the first wave of data collection between 

December 2006 and July 2007 (Christoph et al. 2008), a total of 18,954 individuals of age 15 
and older living in 12,794 households were interviewed. Around half of these households 
come from a ‘recipient sample’ which was drawn from the Federal Employment Agency’s reg-
ister of Unemployment Benefit II recipients. That is, PASS includes a random sample of 
households in which at least one household member received such benefits in July 2006. The 
other half of the interviewed households is based on a sample of the residential population in 
Germany, which was drawn from a commercial database covering all addresses at which at 
least one private household resides. For our analysis, households identified as receiving sup-
plemental benefits were combined from both sub-samples. However, only those households 
were included in which each household member between 15 and 64 years of age provided a 
full interview. Therefore, the original survey weights had to be adjusted by multiplying them 
with the reciprocal conditional probability of a household being interviewed completely. 

A total of 1,376 individuals in 1,217 households were identified as receiving supplemental 
benefits. Most of these cases, 1,139 to be precise, were engaged in dependent employment, 
with the remainder either being self-employed or in apprenticeship training. These 1,139 re-
spondents refer to about 1,009,000 persons in 888,000 households. It is this group our 
analysis applies to.

3
 

Deviations from register-based statistics of the Federal Employment Agency may be ex-
plained by the response behavior of the interviewed persons, the variable reference points in 
time, and sampling errors. Overall, the congruence between the statistics of the Federal Em-
ployment Agency and PASS data appears to be quite high. Reference values from the Fed-
eral Employment Agency are available for the inquiry period (December 2006 to March 2007). 
The number of people receiving supplemental social payments during this time period rose 
from 1,093,000 to 1,179,000

4
, including 50,000 to 60,000 self-employed persons and ‘several 

tens of thousands’ of apprentices. Based on the PASS data, there were 1,203,000 people 
estimated to be receiving supplemental benefits, 1,008,000 of whom were employed, 79,000 
of whom were apprentices, and 116,000 of whom were self-employed. The most significant 
difference between the two data sources is workscope. According to PASS, around 62% of 

                                                 
2 PASS survey data complement administrative data from the Federal Employment Agency, which thus far has been the basis 
for most research on people receiving supplemental benefits (Bruckmeier et al. 2007a, b, Statistik der Bundesagentur für 
Arbeit 2007a, b). The administrative data do allow analyses of the situation of employed benefit recipients, their incomes, 
and benefits durations in great detail. However, these data do not contain precise information on individuals’ working hours 
and many other relevant variables describing the resources and constraints of people receiving supplemental benefits. 
3 Cases with missing items were excluded by listwise deletion. 
4 With slight differences in the calculation, see Statistik der Bundesagentur für Arbeit (2007b). 
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people receiving supplemental social payments were marginally employed
5
, while the BA-

statistics showed about 52% for March 2007. 

PASS data allow for a joint analysis of working hours and hourly wage rates of people receiv-
ing supplemental benefits.

6
 PASS also contains a rich set of covariates providing information 

on benefit recipients’ work motivation, life satisfaction and other factors that could potentially 
act as an impediment to taking up work or increasing working hours. This information is a 
substantial part of the analysis and enables a first, descriptive, look at the reasons why peo-
ple stay dependent on welfare. Since PASS is a household-based survey, it does not include 
direct measures of demand-side factors of the labor market. 

 

Bedarfsgemeinschaften receiving supplemental benefi ts 
Are too few working hours the reason for remaining dependent on social benefits? Are hourly 
wage rates too low, or may the burden for a single worker to care for his family be too high? 
To answer these questions, it is worthwhile looking at the structure of the Bedarfsgemein-
schaften receiving supplemental benefits. 

Table 1 shows that single-person households provide the highest share of recipients of sup-
plemental benefits. In contrast, persons in large Bedarfsgemeinschaften constitute a relatively 
small fraction. We observe 67,000 Bedarfsgemeinschaften with more than two children under 
25 years of age receiving supplemental benefits. There were twice as many Bedarfsgemein-
schaften with two adults and two children. Hence, the size of a Bedarfsgemeinschaft is only 
one of many important factors keeping people permanently enrolled. 

 

Table 1 
Structure of Bedarfsgemeinschaften (BG) receiving s upplemental benefits 

BG with child(ren) under 25 years  Number of 
BG* 

Employees 
in BG** 1 child 2 children 3 children 

Single-person 
BG 

295,000 295,000 - - - 

Single-parents 
BG 

197,000 204.000 118,000 66,000 13,000 

Couples without 
children  

121,000 145,000 - - - 

Couples with 
child(ren) 

275,000 365,000 85,000 136,000 54,000 

Total 888,000  1,008,000 203,000 202,000 67,000 
*n = 1,041 (refers to 888,000 BG). **n = 1,139 (refers to 1,008,000 BG). 
Source: Panel ‘Arbeitsmarkt und Soziale Sicherung’ (PASS). 

 
Workscope and hourly wage rates 
Only slightly more than 20% of the employees receiving supplemental benefits reported work-
ing full time.

7
 The data concerning workscope show that most employees receiving supple-

mental benefits work on a small scale (Table 2). 

                                                 
5 To be counted as marginally employed, the monthly earned income has to stay below 400 €. Marginally employed are not 
subject to social security contributions. Employers do pay around 30 per cent of the earned income as a contribution to dif-
ferent social security systems. 
6 A paper by Brenke and Ziemendorff (2008) also deals with this issue on the basis of the German Socio-Economic Panel 
(GSOEP), but because of the small number of cases of people receiving supplemental benefits, the possibilities for differen-
tiation in GSOEP were small. 
7 57.2% of the self-employed receiving supplemental benefits work full time, 81.9% of the apprentices. 
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Table 2 
Weekly workscope and share of Bedarfsgemeinschaften  (BG) 

 Single-
person BG 

Single-
parents BG 

Couples 
without 
children 

Couples 
with 

child(ren) 

Total 

<15h 64.7% 58.4% 42.6% 50.6% 55.2% 
≥ 15h < 35h 23.0% 32.6% 32.1% 17.8% 24.7% 

≥ 35h 12.2% 9.1% 25.3% 31.6% 20.1% 
Average 
hours 

 
14.4 

 
14.6 

 
20.2 

 
21.4 

 
17.7 

n = 1,027 (refers to 872,000 BG) – without missing information concerning workscope. 
Source: Panel ‘Arbeitsmarkt und Soziale Sicherung’ (PASS). 

 

Individuals with a high workscope cannot be addressed reasonably by activation policies be-
cause they already demonstrate a high level of labor market participation. Here, the demand 
for social benefits results from higher financial needs in larger Bedarfsgemeinschaften and/or 
from low hourly wage rates. In particular the need for financial help for the approximately 
36,000 single persons who are full-time employees can largely be attributed to low wages. 

In contrast activation policies can be important for individuals with a low labor market integra-
tion – that is for individuals with a limited workscope. In the case of single persons and single 
parents receiving supplemental benefits, this becomes especially evident. The average 
workscope is lowest in these groups and the percentage of marginally employed is especially 
high. In the case of single parents, a lack of childcare facilities seems to be an obvious expla-
nation for their limited working hours. However this impediment is not a concern for single 
persons without children. 

With respect to Bedarfsgemeinschaften with more than one employable person the situation 
becomes more complex. While the average labor supply and the share of people with full-time 
employment are larger among those Bedarfsgemeinschaften, it has to be taken into account 
that more than one person can contribute to the income of the Bedarfsgemeinschaft by work-
ing. Here, the potential to extend the labor supply has also to be examined amongst the part-
ners who are not employed or who are only marginally employed. 

Before we look at different factors that can restrict an extension of the workscope, it is worth-
while to have a look at the wages for additional occupations, because they indicate whether 
these occupations hypothetically offer the opportunity to leave welfare by increasing the 
workscope. The wage level of people receiving supplemental benefits varies widely (Table 3). 
We observe very low wages of less than 5 € per hour as well as wages above 10 € per hour. 
Most single persons and single parents in Eastern Germany earn less than 5 € per hour, while 
57% of couples with children in Western Germany earn more than 7.50 € per hour. In Western 
Germany, the average hourly wage rate in Bedarfsgemeinschaften receiving supplemental 
benefits is 7 €, which is about one Euro more than in Eastern Germany. The average for Ger-
many is 6,60 € per hour. In Bedarfsgemeinschaften of couples with children we find the highest 
average wages, while single persons (in the west) and single parents (in the east) face the 
lowest average wages. However, these distributions are at least partly the result of administra-
tive regulations as smaller Bedarfsgemeinschaften, including single persons and single par-
ents, have a comparatively lower claim for social benefits. So they will be able to leave welfare 
at a lower wage than larger Bedarfsgemeinschaften do. 
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Table 3 
Share of Bedarfsgemeinschaften (BG) in per cent reg arding hourly wages 

Hourly 
wages (€) 

Single 
persons 

Single 
parents 

Couples 
without 
children 

Couples 
with 

child(ren) 

All BG 

 West East West East West East West East West East 
< 5 40.5 60.2 24.5 51.1 36.3 28.8 20.2 24.4 29.5 39.2 

≥ 5 < 7.5 28.7 22.3 31.8 30.1 29.1 39.4 24.6 49.8 28.3 37.3 
≥ 7.5 < 10 21.6 12.1 26.2 9.8 9.1 28.3 39.3 16.4 26.6 16.4 

≥ 10 9.3 5.3 17.5 9.0 25.4 3.4 17.9 9.4 15.6 7.1 
Average 
wages (€) 

 
6.05 

 
5.71 

 
7.28 

 
5.38 

 
7.03 

 
6.33 

 
7.68 

 
6.37 

 
7.00 

 
6.02 

n = 975 (refers to 836,000 BG) – without missing information concerning workscope and earned income. 
Source: Panel ‘Arbeitsmarkt und Soziale Sicherung’ (PASS). 

 

To answer whether people fail to leave welfare because of low wages or low labor supply, it is 
worthwhile to do combined analyses of wages and working time. A reference point can be 
seen in the equivalent market wages, e.g. the hourly wage that enables persons working full-
time to match the benefit payments. As the amount of benefits is related to need, the equiva-
lent market wage depends very much on the size and structure of the Bedarfsgemeinschaft: 
the equivalent hourly market wage is 4.41 € for single persons, 5.86 € for single parents with 
one child under 7 years of age, and 7.41 € for couples without children and one earner (Dietz 
and Walwei 2007). 

Regarding the largest group of recipients of supplemental benefits, the singles, 70% reported 
hourly wage rates above the equivalent market wage. So, they could match welfare payments 
if they worked full-time at their current wage rate. Only about 40% of single parents with one 
child and supplemental benefits were in this situation. Regarding couples without children, the 
assumption concerning the number of working hours for calculating the equivalent market 
wage is crucial. Forty percent of Bedarfsgemeinschaften with only one wage earner could 
leave welfare if this person worked full-time at the current wage rate. If both partners were 
employed full-time, then about 80% of those households could potentially leave welfare. How-
ever, this assumes that both partners would be earning the same wage.

8
 

All in all, these considerations show that only a small share of employed people receiving sup-
plemental benefits continue to rely on welfare because their wage rates per se are too low. 
Therefore we will examine the reasons preventing an expansion of labor supply in the next 
sections. 

 

Limitations to labor supply 
Amongst others the expansion of labor supply can be inhibited by health problems, by lack of 
childcare facilities, or by the need to care for family members. Besides these explanations, 
which have to do with the person or the structure of the households, it has to be asked 
whether the system of basic social care offers sufficient incentives for beneficiaries to extend 
their working hours. Are these people satisfied with their present situation, would they like to 
increase their workscope or do they search for a job with more working hours? Here, the ac-
tivities of the job centers play an important role. How do they support the unemployed to be-
come fully independent from welfare payments? 

Here we concentrate on individuals for whom an expansion of working time seems most likely: 
single persons and single parents with part-time employment of less than 35 working hours 

                                                 
8 Later, we will see that this assumption is presumably not applicable. But, even if the wage potential is slightly lower in case 
of unemployed partners, most couples could leave welfare, if both partners were employed full-time. 
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per week
9
, as well as unemployed persons sharing a Bedarfsgemeinschaft with an employed 

partner (with or without children). Table 4 in the appendix gives an overview of the results 
which are described below.  

 

Singles receiving supplemental benefits working les s than 35 hours per week 
Table 2 showed that just a small fraction of all employed singles receiving supplemental bene-
fits were working full-time (12.2%). They continue to depend on basic social care because of 
low hourly wages. This section deals with 220,000 employed singles receiving supplemental 
benefits who reported working less than 35 hours per week. About 63% of them were search-
ing for another job and/or for additional employment; 86% were seeking a full-time position. 
Individuals with an hourly wage below the equivalent market wage were searching with a 
greater intensity than those who would hypothetically be able to leave welfare by expanding 
their working time. As expected, lower wages were accompanied by a greater effort to change 
one’s situation. 

There remained 37% of employed singles receiving supplemental benefits who were not ac-
tively seeking to extend their working time, although four-fifths of them were only marginally 
employed. However, we find no indicators that this subgroup was less motivated. They do not 
report a higher life satisfaction and they almost unanimously agreed with the assertion that 
they would work even if they did not need the money. Regarding this indicator for intrinsic 
work motivation, they showed considerably higher values than the average of all beneficiaries 
under SGB II or the average of the working population. So work itself has a high significance 
for them. 

Health status seems to be the most prominent reason for not actively seeking work. While 
single beneficiaries who were searching for work were on average as healthy as the average 
population, those singles not searching reported having considerably more health problems: 
45.6% made reference to serious health problems; this is about twice the number of the wor-
king population as a whole. This group includes 12.8% who reported an officially acknowl-
edged disability. 

Structural differences with respect to age and skills should also be considered. Among singles 
not searching for a job, 14.5% were over 58 years of age. This share was three times higher 
than the share among the group of single persons searching for a job. The former were more 
likely (16.0%) to have no school graduation at all than the latter (4.5%) and than all beneficiar-
ies of basic social welfare (10.3%). Discouragement could be an important factor in this sub-
group. 

Finally it has to be asked whether people receiving supplemental benefits have been activated 
less often by the job centers than other recipients of social benefits. The data provide no evi-
dence for this hypothesis. Singles receiving supplemental benefits have been as much acti-
vated as the average of all beneficiaries under SGB II. Also, there was no difference between 
people searching for a job and those not searching.

10
 

Interim conclusion:  Employed singles receiving supplemental benefits reported high work 
motivation in the interview. A large fraction of this group was searching for a full-time position. 
Even though health problems and low qualifications were found more often in this group than 
                                                 
9 Marginally employed and part-time employed single persons and single parents who are subject to social insurance contri-
butions differ regarding their labor market impediments. The marginally employed are slightly more often dealing with 
health problems, disabilities, lacking a school graduation or a professional education. 
10 As a restriction, it should be mentioned that the PASS data do not say anything about chronology. Information about acti-
vation is related to the period in which the household commenced drawing unemployment compensation. Therefore, it may 
be possible that an additional occupation was started because of a stronger activation at the beginning, but later the activation 
was reduced as a result of the additional job. This could also explain that there is no difference between people receiving 
supplemental benefits and the not-employed beneficiaries with regard to activation. 
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among the average working population, the impediments to labor market integration were 
relatively small compared with other groups of employed receiving supplemental benefits. On 
the other hand, about one-third were not searching for another or an additional job. This sub-
group had more pronounced health problems and on average have lower skills. Furthermore, 
there was a large share of people who were older than 58 years. Thus the lower search activ-
ity could also be the result of a partial retreat from the labor market. 

 

Single parents: How important are childcare facilit ies? 
The 197,000 Bedarfsgemeinschaften of single parents were almost exclusively women with 
children (95.6%). We analyze the situation of employed single parents with at least one child 
under 18, who reported working less than 35 hours per week. At the time of the interview, half 
of them had searched for work within the last four weeks. Of those who were searching for 
work, 40.2% were searching for a full-time position while 55.9% were willing to work half-time. 

If there was at least one child under the age of 15 in the Bedarfsgemeinschaft, it was asked 
whether the job center had made an offer for childcare facilities. According to the interview-
ees, this was only the case for 2.6% of employed single parents receiving supplemental bene-
fits, although 32.6% – 42.3% of single parents searching for (another or additional) work 
within the last four weeks – reported a need for childcare. The deficit becomes especially evi-
dent for childcare facilities in the afternoon, which were not available for more than three-
fourths of schoolchildren. Besides childcare, impediments due to home care for relatives were 
reported at a higher rate (13.7%) in this group than in the residential population between 15 
and 64 years. 

Health status and skills of employed single parents receiving supplemental benefits were bet-
ter than those of other beneficiaries. Their better health status may be related to the lower 
average age in this group. Table 4 also shows that they are almost as qualified as the aver-
age of the residential population between 15 and 64 years. Furthermore, searching and not 
searching single parents did not significantly differ with respect to their resources and limita-
tions on the labor market. This indicates that childcare is the most important reason for the 
comparatively low workscope within this group. 

Interim conclusion:  Almost 50 per cent of employed single parents receiving supplemental 
benefits reported searching for employment with longer working hours. The need for childcare 
is disproportionately high compared to its rare availability. For this group, the need for child-
care seems to be a significant impediment to a stronger labor market integration, especially 
considering their positive characteristics regarding age, health status and skills which indicate 
a high individual potential to leave welfare. 

 

Couples without children: What is the partner’s pot ential to work? 
In our analysis of couples without children, we focus on unemployed persons sharing a Be-
darfsgemeinschaft with an employed partner. Of these 94,000 unemployed persons, 61.7% 
were male. Just 44.5% said that they had searched for work within the last four weeks; 6.4% 
reported being retired.  

Among the partners who were searching for work, there were only a few older than 58 years. 
Furthermore, the percentage of individuals with low skills in this subgroup was smaller than 
the average of the residential population. On average, they had completed a higher level of 
education than other types of Bedarfsgemeinschaften receiving supplemental benefits. 

Lack of skills is also not an issue for partners who are not searching for a job and for the 
13.6% of partners who had a publicly supported occupation in the ‘second’ labor market. 
These partners often reported health problems or were discouraged by unsuccessful job 
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searches. Most of the partners not searching for a job were older than 58 years, so they were 
not obliged to be at the disposal of the employment agency according to the legal situation in 
2007 (§ 65, paragraph 4 SGB II). 

So we observe two different groups concerning the level of activation. The individuals not 
searching for work have only been weakly activated by the job centers, while those actively 
searching have been activated more strongly than other beneficiaries. However, these results 
have limitations given that the number of cases of these groups examined in our data was 
very small. 

Interim conclusion:  Among the unemployed partners in Bedarfsgemeinschaften without 
children receiving supplemental benefits, there is a very large group with a low competitive-
ness on the labor market that is also only weakly activated. This is partly due to regulations 
concerning the status of unemployed persons older than 58 years. On the contrary, there is a 
slightly smaller group showing more favorable characteristics; these individuals have been 
strongly activated by the job centers. Persons in this group are well suited to move beyond 
receiving social benefits. We will analyze the next waves of PASS to find out whether the 
labor market integration of these people was successful. 

 

Couples with children: What is the partner’s potent ial to work? How important are 
childcare facilities? 
Concerning 275,000 Bedarfsgemeinschaften classified as ‘couples with children’, we focus 
again on the unemployed partners. More than 60% of these 194,000 individuals were female. 
Only 40.8% were searching for work. This is the lowest value of all examined groups. Most 
(71%) of these individuals cited childcare as the dominant reason for not looking for work. 
79.2% of them were female. 

However, in many cases there were other impediments. Compared to other types of Be-
darfsgemeinschaften, their characteristics turn out to be worse for almost all examined dimen-
sions. First of all, self-evaluated health status was very negative, especially considering the 
low average age of about 35 years in this group. Furthermore, a comparatively low work moti-
vation came along with a comparatively low activation by the job centers. The latter was found 
even in relation to employed single parents receiving supplemental benefits. On the whole, 
unemployed partners in Bedarfsgemeinschaften with children receiving supplemental benefits 
had the lowest skill levels by far: 46.4% had no professional education and one-fifth had no 
school graduation. With regard to the subgroup of persons who were not searching for a job, 
these values were even worse. 

Interim conclusion:  The labor market integration of unemployed partners in Bedarfsgemein-
schaften with children receiving supplemental benefits seems to be especially difficult be-
cause of the coincidence of disadvantageous factors. Even if the lack of childcare facilities 
can be solved, integration into the labor market would presumably remain difficult for this 
group because of low skills and health problems. 

 

Discussion of the main impediments to leave welfare  
The results of the PASS inquiry have shown that the characteristics and life circumstances of 
working people receiving supplemental benefits are highly heterogeneous. The range of wage 
rates is broad; the same is true for the working hours and the different combinations of work-
ing time and wages. Even though a large share of employed people receiving supplemental 
benefits earned low hourly wages, this was not the only reason why they failed to become 
independent of welfare payments. 
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Considering the life satisfaction and work motivation of employed people receiving supple-
mental benefits, only the values for unemployed partners in Bedarfsgemeinschaften with chil-
dren receiving supplemental benefits may give a hint that they may have arranged with their 
situation. Also the comparatively low activation level indicates that there may be room for im-
provement in the placement process for this subgroup. However, a lack of childcare facilities, 
the low educational level and serious health problems raise doubts that stronger activation 
policies will result in higher labor market integration. 

All in all, employed people receiving supplemental benefits reported a high intrinsic work moti-
vation. High work motivation and high work attitude may indicate that problems on the de-
mand side of the labor market prevail. This is especially important for subgroups seeking for 
work, but also applies indirectly to those not searching. Here, discouragement due to a lack of 
job opportunities and/or a negative self-evaluation is likely to be an important factor. 

PASS gave some indications as to which individual factors hamper further integration into the 
labor market, such as inadequate skills, health problems, and a lack of childcare facilities. 
These impediments can be observed alone or in combination and also with differing strengths. 
This variability is present both across and within (i.e., searching vs. not searching people) 
different types of Bedarfsgemeinschaften receiving supplemental benefits. 

 

Low skills 
Only the group of single parents receiving supplemental benefits showed negligible or no defi-
cits in educational or professional skills. Also unemployed partners in Bedarfsgemeinschaften 
without children had comparatively good formal qualifications. However, the average age in 
this subgroup was quite high, so the formal qualification of those older individuals may have 
been depreciated. Large shares in all other groups – especially the unemployed partners in 
Bedarfsgemeinschaften with children – were missing a school graduation and/or a profes-
sional education (Figure 1). 
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Figure 1
Share of persons without professional education (pe r cent)

Population between 15 and 65 years

Beneficiaries (SGB II) between 15 and 65 years

Unemployed partner in Bedarfsgemeinschaften
with child(ren)

Unemployed partner in Bedarfsgemeinschaften
without children

Single parents with child(ren) under 18 years
working less than 35 hours a week

Single-persons working less than 35 hours a week
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Health problems 
Health problems were preeminent in the self-evaluations of the interviewed persons. This 
might reflect the very broad definition of employability in Germany compared to other coun-
tries. As a result the group of employable persons according to SGB II includes persons for 
whom a full-time position is almost out of reach. Health problems impede individual job search 
and signal a low attractiveness to employers which renders labor market success less likely. 
Health problems are a particularly common issue among unemployed partners in Bedarfsge-
meinschaften without children, probably because of the higher average age in this group. But 
also the younger unemployed partners in Bedarfsgemeinschaften with children very often re-
ported health problems (Figure 2). Here, the question of employability is of special relevance. 
Is a full labor market integration realistic or is it necessary to increase employability first and 
introduce them to work in a second step? 

 

33.2

23.0

48.4

42.2

35.0

22.4

0 5 10 15 20 25 30 35 40 45 50

Figure 2
 Share of persons with health problems (per cent)

Population between 15 and 65 years

Beneficiaries (SGB II) between 15 and 65 years

Unemployed partner in Bedarfsgemeinschaften
with child(ren)

Unemployed partner in Bedarfsgemeinschaften
without children

Single parents with child(ren) under 18 years
working less than 35 hours a week

Single-persons working less than 35 hours a week

 

 

Finally, health impairments played an important role among employed singles receiving sup-
plemental benefits who are not searching for a job. In the placement process, it has to be as-
sessed whether these persons are really capable of increasing their labor supply. If not, the 
status of limited labor market participation should be judged as a positive achievement – acti-
vation policies will be of no help in these cases. 

 

Lack of childcare facilities 
For Bedarfsgemeinschaften with children, a basic impediment for taking up a job (with a 
higher workscope) was the lack of sufficient childcare facilities. This was true within the group 
of comparatively well educated single parents and for unemployed partners in Bedarfsge-
meinschaften with children. In the latter group, the lack of childcare facilities seems to be one 
of the main reasons for the low search activities. But because individuals also suffer from skill 
deficits and health problems labor market integration will become difficult to reach in this 
group. So notwithstanding a higher supply of childcare facilities the basic problem of a low 
labor market affinity will remain. 
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Conclusion 
In our analyses we found several reasons for the increasing number of people situated be-
tween welfare and work in Germany. So placement officers face a complex and difficult situa-
tion. They have to consider a great number of different individual characteristics in order to 
choose the right measures. Only some of the problems at hand are exclusively labor market 
related, namely concerning skills and search activities. Even the issue of work motivation 
cannot be addressed without taking into consideration health problems, childcare facilities, 
and responsibilities to care for relatives in need. 

The multitude of problems involved shows that the SGB II links labor market policy and social 
policy and also touches further policy dimensions. Active labor market policy can make impor-
tant contributions to individuals’ integration into the labor market or to the improvement of per-
sons’ employability by training schemes or temporary wage subsidies. However, additional 
efforts in fields such as education, health or family policy are necessary to achieve a stronger 
labor market participation of employed and unemployed in Germany’s basic social care sys-
tem. 

 

Directions for future research 
Based on the first wave of the new panel study PASS we were able to give an descriptive 
overview of the structure of Bedarfsgemeinschaften receiving supplemental benefits and the 
labor market related resources and impediments of the people within these households.  

In how far the factors that we characterize as impediments really prevent or delay integration 
into the labor market can only be evaluated on the basis of future waves of PASS. Based on 
the data of waves 2 and more we will be able to analyze how the attributes that we described 
in this paper – like education, health, motivation, activation, sex and age – affect the probabil-
ity of transitions into work that allows households to leave welfare or the probability that peo-
ple withdraw from work or lose their jobs and become (partly) dependent on unemployment 
benefits. 
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Appendix 
Table 4: Selected characteristics of persons in Bed arfsgemeinschaften (BG) receiving supplemental paym ents 

* Because of implausible answers and a small group, that has not been asked this question (e.g. not employed retired persons, pupils), the numbers of persons searching and persons 
not searching for a job do not sum up to 100 per cent.  
Source: Panel ‘Arbeitsmarkt und Soziale Sicherung’ (PASS). 

  Sex Impediments to work Work Motivation Skills Age Activation 
 

Type of house-
hold 

 Male 
(in %) 

Health 
pro-

blems 
(in %) 

Officially 
acknowled-
ged disabil-
ity (in %) 

Care for 
relatives 
(in %) 

Average 
life satis-
faction 

Likes to work 
even if not in 

need of money 
(in %) 

Without 
professional 
education 

(in %) 

Without 
school 

graduation 
(in %) 

Share older 
than 58 years 
(average age) 

Average number 
of measures/jobs 
offered 

Total 50.6 33.2 8.2 6.2 4.68 61.4 31.2 8.7 8.2 (43.0) 0.63 
Searching* 
62.7% 

49.4 26.2 
 

5.6 5.0 4.69 60.4 29.1 4.5 4.6 (41.4) 0.62 
 

Single-persons 
working less than 
35 h (n = 246, 
refers to 222,000 
persons) 

Not searching 
36.7% 

51.9 45.6 
 

12.8 8.4 4.62 63.1 34.9 16.0 14.5 (46.1) 0.64 
 

Total 3.9 23.0 5.1 13.7 5.24 62.2 22.7 3.4 0.0 (37.5) 0.65 
Searching* 
52.4% 

6.8 25.8 
 

7.0 9.5 5.08 63.1 22.3 3.2 0.0 (37.4) 0.78 
 

Single parents with 
children under 18 
years working less 
than 35 h (n = 255, 
refers to 157,000 
persons) 

Not searching 
47.1% 

0.7 19.5 
 

3.1 18.4 5.43 61.9 22.5 3.6 0.0 (37.7) 0.52 
 

Total 61.7 48.4 33.3 10.8 5.25 58.6 13.2 5.4 36.2 (48.0) 0.42 
Searching* 
44.5% 

50.3 29.0 
 

8.9 14.5 4.74 55.9 10.2 6.3 10.6 (40.8) 0.77 
 

Unemployed per-
sons in BG without 
children and an 
employed partner 
(n = 90, refers to 
94,000 persons) 

Not searching 
48.3% 

66.6 60.1 
 

47.5 8.9 5.75 68.4 16.3 5.3 58.0 (53.4) 0.10 
 

Total 38.6 42.2 11.4 6.7 5.40 51.6 46.4 19.9 1.1 (35.6) 0.43 
Searching* 
40.8% 

63.4 44.7 10.8 11.1 5.31 54.7 33.0 11.0 0.5 (38.7) 0.64 
 

Unemployed per-
sons in BG without 
children and an 
employed partner 
(n = 243, refers to 
194,000 persons) 

Not searching 
56.3% 

20.8 39.3 
 

11.5 2.9 5.45 48.3 55.3 26.0 1.2 (33.4) 0.28 
 

Total 49.1 35.0 11.2 8.5 4.91 48.7 36.9 10.3 9.0 (39.0) 0.55 
Searching* 
45.0% 

57.3 33.7 
 

9.0 8.8 4.50 49.7 31.5 8.1 3.2 (39.2) 0.83 
 

All beneficiaries 
under SGB II;  
15-64 years 

Not searching 
46.5% 

43.7 37.9 
 

13.1 9.0 5.13 48.0 44.6 13.8 15.0 (40.9) 0.36 
 

Residential popu-
lation; 15-64 years 

  
50.5 

 
22.4 

 
9.3 

 
6.8 

 
7.13 

 
40.0 

19.2 11.6 (39.9) -- 
-- 
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Some comments on the characteristics in Table 4: 
 
Health problems are reported when of the following questions was answered in the affirma-
tive: 
Do you have any officially recognised disability or did you file an application for official recog-
nition of disability? Besides your handicap, have you got any other serious health restric-
tions? 
 
Average life satisfaction was measured by the answers to the following question: 
How satisfied are you currently with your life as a whole in general? ‘0’ means, that you are 
‘completely dissatisfied’, ‘10’ means that you are ‘completely satisfied’. The numbers ‘1’ 
through ‘9’ allow you to grade your assessment. 
 
Concerning work motivation we indicate the share of people who strongly agreed with the 
statement ‘I would also like to work, if I didn’t need the money.” 
 
To be without a professional education means that the person has not absolved an ap-
prenticeship or a vocational training and does not have a college or university degree. 
 
Activation is measured by summing up the following questions answered with yes:  
Have you been offered the following by your job center since your household has been ob-
taining Unemployment Benefit II (‘Arbeitslosengeld II”)?  

A:  A mini or a midi job, i.e. a job with an income of 800 euros or less per month  
B:  A regular full-time job  
C:  A regular part-time job  
D:  A vocational training position  
E:  A voucher for private job placement services (Vermittlungsgutschein) 
F:  A voucher for educational measures (Bildungsgutschein)? 


