Consolidating Achievements —
Expanding on Successes

2007 Annual Report




© 2008 by Bundesagentur fir Arbeit (BA), Regensburger Strasse 104, 90478 Nurnberg
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 fiir Arbeit.



2007 AnnuAl RepoRt

The Fifty-Sixth Annual Report

of the Bundesagentur fir Arbeit
In compliance with Section 393(2) of Book three of the Social Code, the
Managing Board hereby submits the following Annual Report, approved by the

Board of Governors, for the period from 1 January through 31 December 2007.*

* Discussions 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
Foreword from the Board of Governors
Major events of Fiscal 2007

1 SUMMARY OF FISCAL 2007
2 OPERATING-POLICY OBJECTIVES
3 REPORT OF THE AUTONOMOUS ADMINISTRATION

4 REFORM AT THE BA
Audits for Reform Seal of Approval
upgraded employer service
Improvements and quality assurance at the Service Centres
Internal Auditing
Central office for International placement and
Specialty professions (ZAV)
Family Allowance office
Customer response management

5 PERSONNEL
the HR management concept at the BA
organisational development

6 FINANCE

7 BOOK Il OF THE SOCIAL CODE
A learning organisation/Better-quality service/
professionalisation
Federal Congress on Book Il of the Social Code
Grant for Improving employment Chances for those
with placement Impediments (Jobperspective)
Introduction of assistance levels
transparency yields efficiency
From practitioners, for practitioners

8 THE LABOUR MARKET
the economy and the labour market
the training market
International cooperation
equal opportunity in the job market
Institute for employment Research (IAB)

2 ContentS

»

10

14

18

21
21
22
24
25

26
27
27

29
29
31

32

36

36
38

39
40
41
43

44
44
47
49
50
51



9

10

EMPLOYMENT AND TRAINING PROGRAMMES
AND SPECIAL PROGRAMMES

Support for continuing vocational training

Aptitude testing and training programmes

placement vouchers

“Free promotion”

outside placement entities

Assignment of integration programmes to various sponsors
personnel Service Agencies

Integration grants (Eingliederungszuschiisse)

Support for taking up self-employment

pre-training courses

Vocational training grants

Disadvantaged trainees

Job creation programmes

european assistance instruments

Support for job involvement of the disabled

Short-schedule work

promotion of winter construction —
Seasonal short-schedule working allowances

part-time work for seniors

“WeGebAu” Special programme for Continuing training
of unskilled Workers and employed Seniors at Companies
Special programme for improving training opportunitie
for young people

Special programme for Integration progress for
Assistance Clients (IfB)

EARNINGS REPLACEMENT BENEFITS

Standard compensation for full or partial loss of employment

(Arbeitslosengeld and Teilarbeitslosengeld)
Voluntary extended insurance coverage
employers’ duty to reimburse

Benefits in case of employer insolvency
Ineligibility periods

Combating abuse of benefits

protests and court actions

ANNEXx

52
52
52
53
53
54
54
54
55
55
56
56
57
57
58
59
60

60
61

62

62

63

64

64
64
64
65
65
66
67

68

Q Bundesagentur fiir Arbeit



FOREWORD FROM THE EXECUTIVE BOARD

Dear Readers,

In 2007, the BA adopted an overriding goal that covered every other issue
we addressed: to improve our service. our aim was to make the most of the
healthy economy so as to get more people into jobs. the BA's new structures
also added a major contribution here. these conditions made it possible to
reduce the number of unemployed individuals by 711,000 during the year
— a change that certainly had an effect on the BA's budget as well. lower
expenditures and higher revenues left the financial picture substantially
rosier than had been expected, even though the percentage deducted for
unemployment insurance contributions decreased sharply, from 6.5 percent
to 4.2 percent of the pay check.

the successes of 2007 would have been impossible without the dedication
demonstrated by everyone involved. We owe a special vote of thanks to all
our employees. It was they who carried our major reform projects to com-
pletion. And with the rising demand for workers, the placement of young
people in training programmes, and the need to keep providing benefits, our
staff had no time to catch a breath — their work still demanded every ounce
of strength and attentiveness. We also want to thank the BA's Autonomous
Administration, the Federal Ministry of labour and Social Affairs, and all our
partners in politics, business and society at large. We also look forward to
expanding on our effective cooperation with local governments, so as to
improve our results in Basic Benefits.

our successes include not only good employment and budget figures, but
also customer satisfaction with the BA’s services. Here we can report steady
improvement. on a scale where 1 is the highest score, our satisfaction rating
improved from 2.9 (2006) to 2.6 (2007) among job seekers, and from 2.7
to 2.3 among employers. We welcome the acknowledgement expressed in
these ratings from both sides of the labour market, but we also realise they
are a mandate to keep moving ahead on the path we've already chosen.

the positive reports from nuremberg have not gone unnoticed. the BA's
surpluses have triggered extensive debate in political circles as to how the
money should best be used. ultimately, the Grand Coalition made essentially
two decisions that will directly affect the BA: First, the contribution rate for
unemployment insurance will be reduced further, to 3.3 percent, as of January
2008. Second, the duration of unemployment Benefit | has been extended
for older job seekers.

We recognise that these decisions represent a challenge and a mission for
the BA in 2008, as well as a vote of confidence in the BA’s ability to achieve.
It was our employees who provided the politicians with this kind of freedom
of action.

4 FoReWoRD FRoM tHe eXeCutlVe BOARD
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But it would be premature, and a mistake, to think our mission is accom-
plished. the Federal Court of Audit and our own internal auditors have noted
problems in both Basic Benefits and other areas. For that reason we must
continue to exert every effort to improve — for our clients’ sake.

our mission for the future is clear: the BA must continue making the most
of the strong economy to find jobs and training positions for more people.

Wit W e e Nl [l

Heinrich Alt Frank-J. Weise Raimund Becker




FOREWORD FROM THE BOARD OF GOVERNORS

A strong economy and a gratifying expansion of employment led to a sub-
stantial reduction in average unemployment for 2007. legislative and or-
ganisational reforms have enabled the Bundesagentur flr Arbeit, through a
steering system focussed on efficacy and cost-effectiveness, to help parlay
the country’s good economic conditions into a further successful integration
of job seekers into the workforce.

these conditions yielded a good financial performance for 2007, which the
Board of Government has taken into account in adopting the 2008 budget
—in part by continuing employment policy at current levels, so as to create
more employment opportunities for the unemployed. the Board of Governors
and executive Board once again focused the 2008 budget on encouraging
and activating the unemployed, and thus on integrating them into the train-
ing and job market. even with the further reduction in unemployment insur-
ance contributions from 4.2 percent of pay to 3.3 percent, the Board of
Governors is pressing for the BA to maintain its efforts in employment and
social policy at the necessary levels, and to give even more attention to
those who are difficult to place in training or job openings.

the Board of Governors adopted the 2008 budget on the basis of the 3.3
percent contribution, and also took into account the longer duration of
unemployment Benefit | for seniors, as well as the introduction of the
Integration Voucher as a new instrument of employment policy.

With the support of the Board of Governors, starting in 2008 the BA will set
up a benefits fund with the Deutsche Bundesbank to provide full funding for
the BA’s pension commitments. Additionally, in 2008 the BA will begin al-
locating provisions to this fund for its civil servants’ durations of service,
and will make a one-time deposit of euR 2.5 billion for the beneficiaries
already drawing benefits at the time of the fund’s establishment. these steps
make the BA the country’s first social insurance agency to form reserves in
advance for its future pension commitments.

the reorganisation of the Bundesagentur firr Arbeit over the past few years
has shown that the employment service has become an organisation that
is responsive to management and able to make an important contribution
toward the responsible handling of resources in the labour market. the BA
must keep moving ahead along this path, and must make sure, through ef-
ficient and capable services, to consolidate its achievements to date and to
improve the results of its placement work still further in terms of both qual-
ity and quantity. these efforts will include a professionalised service for
employers, as well as carefully arranged support and placement for job
seekers.

6 FoReWoRD FRoM tHe BOARD oF GoVeRnoRS
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the Board of Governors will likewise make every effort to keep optimising
the BA's integration and counselling services with an eye to both efficacy
and cost-effectiveness.

hdi 6408 G uw Cox

Annelie Buntenbach Peter Clever




MAJOR EVENTS OF FISCAL 2007
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SUMMARY OF FISCAL 2007

Thel economicl upswingl continuedinl 2007.] However,l at] 2.50 percent,l thel
Germanleconomy.didinotigrowfasivigorouslyaslitthadlinil2006, at’2.9lpercent.l
Bothlthelnumberlofljoblholderslandiemploymentloveralllroselsignificantly,]
yielding al considerablel reductionl inl unemployment,] as! reflected! inl bothl
unemploymentlinsurancelpaymentslandiBasiclBenefits.[ Thelimprovement]
particularlylbenefitedithellong-termlunemployedicoveredlbylbothlpertinent!
booksloflthelSociallCode.

Atlthelsameltime,ldemandIforiworkersiremainedIhigh.[ Thelrisingltrendlinl
employment_continuedlwithoutlinterruptionlduringlthelyear—laslwaslalsol
evidentIfromlthelBA-XJjoblindeximaintainedlbylthelBA.[Thelindexlimproved!
steadilyloverlthelyear,lfrom1188IpointslinlJanuaryltol243linilDecember.

Thelsituationfintheltrainingimarket’likewiseleasedlappreciablylin’2007.IFirst,!
therelwaslaldecreaselinlunplacediapplicantsiforitraininglpositions.Second,!
thanks( tol coordinated! effortsl from! alll involved! inl thel Trainingl Pact,] thel
numberlofitraininglpositionslincreasedisignificantly.[But’abovelandibeyond!
thelactivitieslunderlthel Trainingl Pact,] thel Boardl of] Governorslinitiatives!
helpedlexpandloff-the-jobltraininglsignificantlylasiwell.

Thelrevivallinitheljobimarketiwaslsubstantiallylstrongerithanlbudgetiprojec-
tions’lhadlassumed.[Thelresultiwasthatlrevenuesidecreasedless’substantially’
thanlexpected, whilelatlthelsameltime therelwerelconsiderablelsavingsion]
unemploymentlbenefits,Jexpendituresiforlactivelemploymentlandltraining’
measures, andlthelslippagel penalty.llInstead! ofl thelanticipated]deficit] off
EURI4.3billion,]thelBAlgeneratedlalsurpluslof EURI6.6billion.

Customerlsatisfactionimeasurementsishowlhowifarlourlinternallprocesslof!
changelhas’advanced,landiwhatfields[stilllcallforlimprovement.\Welconduct!
customerisurveyslatiregularlintervals.iOnlalscalelrangingifromiverylgoodito!
inadequate,iwherellowerlnumbersirepresentlbetteriratings,lourloveralliscorel
amonglsurveyedlemployerslimprovedifrom[2.7(tol2.3loverlthelyear.lInlun-
employmentlinsurance,lthelratinglforl ourlservicelandlfriendlinessitoward!
joblseekericlientslimprovedlfromithelpriorlyear’s’2.91tol2.6.

ClientsIforlBasicIBenefitsiforlJoblSeekersiwerelsurveyed forl thelfirstitimel
in’2007,Jandlgavelusial2.8lrating.[Inllightlofitheloften-considerableldifficul-
tiesIthatIBooklIlIclientsface, thisIratinglisiquitelrespectable.lButlitlis]alsol
anlindicatorithatlimprovementlisineeded..
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AtlthelBA,lwelfurnishisociallsecuritylbenefitslunderitheltermslofiBooklIIof!
thelSociallCode,laswelllas BasicIBenefitsiforlJoblSeekersiunderBooklIllof]
thelCode.]Welhelplbalancelsupplyland.demandlinltheljobimarket,’andlpro-
videlbothlearningsireplacementlbenefitsiandBasiclBenefits.Welowelitlboth!
tolthelcommunitylofithelinsuredlandltoltaxpayersitolmakelcost-effective,!
efficientluselofithelfundsiconfided tolus.]Welcanldolthislbestlbylpreventingl
unemploymentlinithelfirstiplace.llflwelcanicontinuouslylbalancellabourisup-
plylwithldemand,withoutltimellags,Jwelhavelperformediourimissiontolthel
fullest.]Welhavelworkedlharditolimprovelourlbusinessiprocessesisolthatiwel
canlprovidelcounsellinglandiplacementlearlierilwhenitherelislalpossibilitylofl
unemployment.[Extensivelinformation,ltogetheriwithlanlencouragementlof!
personallactivity? andl responsibility’amongl ourl clients,l also! helpedl avert!
unemployment.

ThelupshotlisithatiwithinithelpurviewlofiBooklllofithelSociallCode, welwerel
ableltolichannellsomel295,000]peoplelatiriskloflunemploymentidirectlylintol
newljobs,lsolthatiunemploymentineverlbecamelalrealityforithem.IThislwas]
algain’ofl68.9lpercentifromlthelyearlbefore.

In’keepingwithlthelperformancelofitheleconomy,welthusicreatedithelleeway!
forlpoliticiansitolreducelunemploymentlinsurancelcontributionsfurther..Thel
furtherlreductionlinithelcontributionlratelaslofl1lJanuaryl2008Imeanslthat!
thelratelhaslbeenlcutlbylnearlylhalflinitwolyears,Ifroml6.5Ipercent]tol 3.3]
percent.]Thislrepresentslalmajorlcontributionlonlourl part’towardl greater!
growthlandlemployment,JandlislalparticularlydfittingIfulfilmentloflourlover-
ridinglresponsibilityltolsocietylasialwhole.

InlourlFederallAllowancelOfficelduties,lonlbehalflofltheltaxladministration!
welsmoothlylandliquicklyldistributelmorelthanlEURI29billionto]9.11Imillion]
beneficiarieslofichildlallowances.]WelprovidelthisIservicelvirtuallylwithout’
“static”l-lalsignlofithelqualityloflourlperformance.

ThelreformsithatladdedlthelCustomerlCentreslandIProgrammesiforlAction]
havelenabledlusZtolsignificantlylimprovelourlbusinessioperationsiwithiclients]
influnemploymentlinsurance.  Tolsustainablylconsolidatel thelstandardsIwe!
havelachievedl-IforlourclientsTbenefit‘—welhavelintroducedlanlextensivel
qualitylassurancelsystem.lAlllagencieslarelauditedlandicertifiedlbylindepend-
entltestinglteams,lunderiuniformistandards.]Alcomparablelprocedurelalsol
appliesitolouriServicelCentres.
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InZserviceslunderBookllIloflthelSociallCode,llast fiscallyearlsawlanlinitiall
consolidation.]Paymentsiprocessesiwerelstabilised./Greaterlactivationlwasl
achievedlamonglyounglpeoplelandithellong-termlunemployed.

Expandedcontrollinglproduced!detailedlinformationforlmanagementland!
steeringlpurposes. Greaterlitransparencylaboutlourlperformancelcapabilities,!
andladditionallmanagementlandisteeringloptionsloutlinithelfield,Icreatedl
incentiveslandloptionsIforlactionltolachievelbetteriresults.

Takinglourlpreviouslachievementslasalfoundation,’welplan’tolexpandlour]
performancelstillfurther.lInlparalleliwithibetter’performancelinfouribusiness!
operations,lwelarelalsoldevelopinglinnovativelideaslandlinitiativesisolthat]
we! canll perform! ourl mission] amid al constantly’ evolvingl labour] market.l
Welmustlpreserveland. expandlopportunities] forlbothlsideslinlthel labourl
market.

Lastlfiscallyear,]wel beganlrestructuringl ourlemployeriservice.l Tol further?
improvelservicesitolemployers,iwelarellaying’downiclearlareas oflresponsi-
bility,limprovingformatsiforiscreeningiand:matchinglapplicantiprofiles,land!
strengtheninglmanagement.

Successfullhumaniresourcesiworklislalkeyfactorlinicarryingloutiour’mission!
well.] Wel emphaticallyl supportl ourl employees] withl qualificationl training,l
work resources,landlITIrefinements.iThislis thelonlylwaylinlwhichlwelcanl
satisfylourlclients’ expectations,landllaylthelgroundworkiforlalsystematicl
improvementlinlourlperformance.

Additionally,] wel encouragel cooperation] amongl employees] withl different]
culturallbackgrounds,differentlages,landldifferentllevelsiofiexperience.]Wel
believeldiversitylisialwayloflimprovinglourlinnovativelstrength,landlofifinding?
viableJsolutions! tol belappliedlinl diverse,lconstantlylchanging! markets.[It]
was! thisl conviction] that! led] usl onl 210 Marchl 20070 tol sign] thel Diversity!
CharterlunderithelpatronageloflGermaniChancellor/AngelalMerkel.lI1

In2 20071 wel furtherlintensified? ourl collaborationl with? otherl actorslinl thel
labour] market.l Forl example,’ inl Aprill wel initiated] extensivel cooperative!
arrangementsIwithltemporarylemploymentlfirms,Isolasitol work! together!
morelcloselylandlopenlupinewlemploymentiopportunitiesiforlourljobliseeker?
clients.

121 SUMMARYIOFLFISCALI2007



Welcontinueltolfocusievenmorelcloselylonlpreventinglunemployment.IBy!l
expandinglourlin-depthlvocationallorientationlunderfthelSpeciallProgrammel
forlimproving(TraininglOpportunitiesIforlYoungPeople,lwelbeginlimproving?
theltransitionltoltraininglandZjobllifelevenbeforelalpupillleavesischool.lOur]
Job-to-Jobl placement’tol avertlimpendingl unemploymentland thel Speciall
Programmel for Continuing! Trainingl ofl Unskilled] Workers? and] Employed?
SeniorslatiCompanies(WeGebAU)larelexamplesioflhowiwe'velalreadyitaken!
preventivelaction.]

Preventinglunemploymentidependsionimanyldifferent’actorslinladditionitol
thelBA.IOneloflourlfutureltasksiwilllbeltolnetworklourlcontentlbetteriwithl
thoselactors.

Welstilll holdl firml tol thel principles] thatl havel broughtl usl successl solfar:]
greaterltransparency,imoreldialogue,lalbetteriperformancelorientation.

InlourlworkIunder!BooklIlloflthelSociallCode,lourlemphasisiwilllbelonlim-
provinglourlworkinglproceduresifurtherlanditappingladditionallpotentialfor!
performance.

Inl unemploymentlinsurance,! wel arel extendingl our” horizonsl beyond! our?
nationall boundaries,! and’ havel begunl measuringl ourselvesl againstl other!
successfullpubliclemploymentiservices, withlthelaimlofimatchingloriexceed-
ingtheirlbestiscoresliby2009.

Dedicated,lqualifiediemployeeslarelthelbackboneloflourisuccess.lOuriman-
agementlencouragelalculturelofiperformance,landipracticelwhattheylpreach.l
Jointlylwelembodylal philosophylthatlputsithelfocuslonlthel client,landlon!
thelefficiencyloflouriservices.

0
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Key economic figures

Status:
Grossldomesticlproduct

Gross(totallwagesiandisalaries!
perlemployee

Totallemployees

Averagelunemployediforlyear]
(millions)

OPERATING-POLICY OBJECTIVES

Planslfor]2007]werel basedl onlthel keyleconomicl figureslprovidedlbyl thel
federallgovernmentliniOctober]2006.1Theleconomylperformedibetterithant
expected,[thuslalsolfavouringlalsignificantlrecoverylinitheljoblanditraining’
market.lUnemploymentideclinedsubstantially,Jandlemploymenticoverediby!
sociallsecuritylincreasedisignificantly.

Net figure Net figure Net figure Federal government’s estimate
for for for for 2007

2005 2006 2007

October 2006 May 2007 October 2007

+00.91% +02.71% +12.5% +11.41% +02.31% +02.41%
+00.41% +00.8% +11.31% +00.91% +11.99% +11.99%
-10.61% +00.71% +11.70% +00.60% +11.201% +11.70%

4.861 4.487 3.776 4.336 3.737 3.787

ThelFederallEmployment]Agencylisisteeredlbylsettinglgoals.

ThelBA's paramountloperatinglobjectivesiforl2007Iwerel substantiallylun-
changedIfromlpreviouslyears.IThelfocuslislstilllonlthelclient.[ThelBA'sIgoall
isitolavertiunemployment,quicklylintegratelpeoplelbacklintolthelworkforce,!
achievelhighl customersatisfaction,/andlemploylfundinglefficaciously’and!
cost-effectively.]Thelqualitylofiserviceldependsiheavilylon(theldedicationlof]
ourlstaff.[Forthatireason,the BAlworks’systematicallyCtolprovidelmotivation,’
encouragement,landlfurtherldevelopmentiforlitsiemployees.

Thelfavourablel economyl ofl 20070 madel thel labourl marketl veryldynamic.l

Thisltailwindlhelped thelBAlachievelitslalllitslobjectiveslasiregardsithelem-
phasesloflitsibusinessipolicy:

141 OPERATING-POLICYIOBIJECTIVES



Preventing unemployment

Onel ofl thel BA'sl mostl important! tasks! isl preventing? unemployment..
Supportedlbylnewllegislation,inowlalphonelcalllisienoughlasialfirstistep!
inlstartingitheljoblsearchlprocesslearly,/asllonglaslalpersonalicounselling!
appointmentlis_keptllater.IThislarrangementlenablesljoblplacementiof-
ficersitolagreel fasterl onlappointmentsitol providelassistancelwithljob!
searches! forl peoplelwhol expectl tol losel theirl jobsl inl thel foreseeablel
future.[Inlthislway they werelableltolavertiunemploymentlinialmostlone-
fifthloflalllcases.[Morelthani295,000lemployeesimovediseamlesslylintol
alnewJjob.IAslanladditionallpreventivelmeasure,lthelBAlprovidedlassist-
ancel with! further? trainingl forl 21,0001 employed! seniorsl or? unskilled?
workers,Isolas!tolreduceltheirlriskloflbecominglunemployed.

Intensifying integration work

Thelyear’slaveragelnumberloflunemployedlindividualsicoveredibylBook]
lllloflthelSociallCodeldecreasedi25]percentlagainstithelyearlbefore.]Atl
thelendloflDecember2007,thelEmployment/Agenciesihadlover372,0000
fewerlpeoplelonithelunemploymentlrollsithanlin’Decemberi2006.

Thel lowerl levell of. unemployment? and! thel nationwidel introductionl of]
standardised’programmesiforiactionlinfjobplacementlaid’the’groundwork?
forlmorelintensifiedlintegrationlwork..Joblplacementlofficersiwerelablel
tolhavelmorelfrequenticontactsiwithitheirlclients,landlofferithelappropri-

atelassistancel earlier.l Thesel systematicl efforts] supportedlintegration!
intolthelworkforce:[ini2007,11.36 millioniformerlylunemployediindividuals!
foundl al new! job covered] byl sociall security.[ Thisl figurel overshot] our]
operatinglpolicylgoallbyl12.3lpercent..Thelaveragelduration‘oflunemploy-

mentlamong(recipientsioflUnemploymentiBenefitlllwasIcutlbyl33Idays!
againstithelpriorlyear.]JAnd153,000 fewerlpeoplelwentloverltolcoveragel
underIBooklllloflthelSociallCode.

Stronger orientation to companies’ personnel needs

Withlincominglordersimaintaininglgoodlevels,]Jcompanies]continued!]
tolhavelalheavyldemandforlstaff.lln]20070the]Employment’Agencies!
tooklinlregistrationsiforl1.84ImillionlvacanciesIforlunsubsidisedljobs!
coveredlbylsociallsecurityl-Imorelthani8percentlabovelthelprevious!
year.Forlthatlreason, thelBAlassignedione-thirdloflitsljoblplacementl
officersitolconcentrateloniworkingldirectlylwithlemployers.lAndlitiwas!
preciselylthelregionallandlsectorall shortagel of]skilledl workers] that!
enabled36lpercentImorelunemployedlindividualsitolqualifyfforiemploy-
mentlthroughlprogrammesliforlvocationallfurtherltraininglthanlinlthel
yearlbefore.
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More support for young people entering the market

1! Thelrevivingl economy! likewisel improvedl thel situationl inl the! training!
market.[ThelEmploymentlAgenciesiregistered]516,0000availableltraining!
positionsi-112.5Ipercent’morelthanlinithe]2005/2006traininglyear.lAs]
ofithelendloflthelcounsellinglyearloni301Septemberi2007,lunplacedliap-
plicantsiwereldownlby'morelthanl40lpercentlagainstithelprioriyear./Asidel
fromithelimprovementlinitheltraininglmarket,‘thislresultlalsolcamelfrom!
systematiclsteering’andifocuslinlthe]BA'sloperations.Forlexample,ithel
numberlofitraininglplacementlofficersiwaslincreasedlbyl200Inationwide.!
Thislstep-uplprovidedithelnecessarylresourceslforimorelintensivelworkl
withlthetraininglcandidatesithemselves,landforlbetterlutilisationlofithe]
supplylofitraining’vacancies.JAdditionally,lsomel104,0000younglpeoplel
beganl pre-traininglcourseslorlvocationalltraininglinl off-the-joblinstitu-
tions.linlotherlwords,lassistancelwasmaintainedlat’thelsame’highllevel
aslthel year! before.l Furthermore,l tol makel surel applicants arel better?
prepared! forl training,[ thel BAI worksl withl variousl partners] tol financel
projectsithatlenablelpupilsitolgetlallookiatlpracticalljoblsituationsialyearl
orltwolbeforeltheylcompletelschool.

ThelsystemloflgoalsliniBasiclBenefitsIforlJoblSeekers, developedlin2005,!
wasthel basisIforlthelimplementationlof!Book! Il oflthel Sociall Codel once!l
againlin12007.JUnderlthelgoallagreementlprocess,ipracticallyleverylcoop-
erativelemploymentlorganisationland!Agencylwithlseparateldutiesipartici-
patedlinlplanninglforithelfivelnationwidelgoals](reductionlofineedlforlaid,!
improvementloflintegrationlintolgainfullemployment,limprovement oflinte-
grationlamonglthoselunderl 25, ensuring’subsistencel benefits,limproving!
cost-effectiveness’andipermanence),landlreportedl“from’thelbottomiup”lon!
whattheylwereldoingltolachieveltheirftargetslatitheiriownllevel.lTheselfigures!
forlavailablelresourcesiformed.thelbasisiforithelnationwidelgoallagreement!
under Section 48[ of] Book! Il ofl thel Sociall Code.l Thel agreement,] signed!
betweenlthel BAland]thel Federall Ministrylofl Labourland! Sociall Affairslin]
Februaryl2007,l includesl quantified,]andlthereforel verifiable,l goalslatl thel
federalllevellforithelfirstitime.

Thel“BookllIICockpit”lenablesicooperativelemploymentlorganisationsiand?
Agenciesiwithlseparatelduties/tolgetlalquicklsurveylofihowlwelllthelgoals]
arel beinglachieved,] both? byl wayl of] standardised! reportsl and! by wayl of?
detailedlanalysesithaticanlbelpreparedliniflexibleIform.

Thelgoalsireached withIthelMinistrylforl2007Iwerelachieved:

I' Thuslatlyear’siend](December2007),Inationallexpendituresiforithel“totall
passivelbenefits”lindicatorlhadldecreased 5.2 percentlagainstithelyear]
before,landlthelnumberlofithoselintegratedlinto’thelworkforcelhadlrisenl
18.2[percent.
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11 Theréwerel substantiallimprovementslinl thel target] indicators] forl thel
numberlofithoselintegrated’andiforlintegratedlindividualslunderiagel25.1
Compareditolthelpreviousiyear,thelintegrationlratelasioflDecemberi2007[
hadlrisenlbyl18.2Ipercent,[tol22.10percent’(under25:Jupl22.0lpercent).

Thislgood_performancelinfachievinglgoalslisialsolfoundedlonlalsystematicl
adherenceltolgoalslbyiwaylofisteering.[Becauselthelactorslinithelfieldwerel
ableltolcheckltheirlstandinglandlapplyltechniquesiforlimprovingltheiriper-
formance,lmanylcooperativel employment] organisations]andl Employment!
Agenciesiwithlseparateldutieslimproveditheirlperformancelsignificantlylinl
2007.[However, alconsiderablelspreadlislevidentiforlallithreefigureslamong!
thelcooperativelemploymentlorganisationslandlEmploymentlAgenciesiwith]
separatelduties.
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REPORT OF THE AUTONOMOUS ADMINISTRATION

In’2007,ltheleconomy’madelalgratifyinglrecoveryiwhoselpositiveleffectslalso!
extended,]notlinsignificantly,l tol thel labourl marketlandlthel budgetl ofl thel
BundesagenturlfurlArbeit.. Thelimplementedlaspectslofireform,landlalbusi-
nesslpolicylfocusedionlefficacyland.cost-effectiveness—withithelemphaticl
backing! ofl thel Autonomous! Administrationl— enabled] thel BAl tol makel al
significantlcontribution’towardlimprovinglthelpicturelinithellabourimarket.

Manylregionsiofithelcountrylandisectorslofitheleconomywerelalreadylshow-
ingl thelfirstl signs’ ofl anlimpendingl shortage’ of] skilled! workers.l For that!
reason, thelBoardlofiGovernorsicalledluponithelBAltolworkiwithlalllactors!
involvediinfemploymentpolicyltolcounteractithisidevelopmentiwithlappropri-
atelstrategies.!Sincelcompanies!findlitiveryldifficult,laslal rule,ltol project!
theirlorderssituationlorifuturelstaffingineedsforithelmediumiterm,ithelBoard!
ofiGovernorsiconsiderslitiessentialforithelEmploymentlAgenciesitolprovidel
efficient] employer-oriented! placement] andl counselling! services.[ Asl thel
employeriservicelbecomeslbetterlanchoredlinlthelBA'slownlorganisationall
structure,‘thelBoardloflGovernorsiassumesithat’thelBAlwilllbelableltolmakel
anlimportantlcontribution‘towardlavertinglaimoreseriouslshortageloflskilled!
workers.[Likewiselwithlanleyeltolthelongoingldemandiforiskillediworkers,]
infthel2008budgettheBoardofiGovernorsiincreasedithelshareloflassistance!
forlnon-beneficiarieslinlemploymentianditraininglprogrammesitolatileasti30!
percent,Isolastoltaplthisipoollofipotentiallworkersimoreleffectively.

ThelAutonomouslAdministrationisetslalhighlprioritylonitakingladvantagelofl
thelongoinglgrowthlphaseltolmakelallastinglimprovementlinithelchances!
forlintegrationlofithoselwithlimpedimentsitolplacement,landitoimakelbetter]
uselofltheirlpotentiallaslemployees.Forithisipurpose,ithelBoardiofiGovernors|
hasl initiatedl appropriatel steps,! whichl willl bel implemented] byl thel
Bundesagenturlfirl Arbeitlaslalqualificationlcampaign.l Thisl campaignl has!
threelfieldsloflaction:la) qualificationloflyounglpeoplelonlalpreventivelbasis!
bylprovidinglalmorelthoroughlvocationallorientation;Ib)Ifurtherltraininglforl
adultsl-lincludinglwithlalstrongerlemphasislonlfurtherltraininglinloccupa-
tionslin’highldemand,land’forlemployeesiunderthelspeciallWeGebAUlpro-
gramme;landl c)lal publicityl campaign,]providingl notlonlylinformationl but’
qualificationlprogrammeslwithllowerlentrylthresholdslsolasltolstrengthenl
bothlemployees’landlemployers’Iwillingnessitolbecomelinvolvedlinlfurtherl
training.

Backlin(2006,lthelAutonomouslAdministrationlalreadylactedlaslalvigorousl
advocatelforljoblseekersiwhofindlitldifficult’tolgetlaljobldirectlylbecausel
ofl specificlimpedimentsitol placement.] Thel Boardl ofl Governorslapproved!
speciallassistancelemphases.forithisitargetgroup.iThelSpeciallProgramme!l
tolAdvancel Integrationlforl Assistancel Clients](IfB)Jwasl developedlfurtherl
for]2008,landiwaslincludedlinithelsteeringllogic.

Somelofithelstart-upldifficultieslinffurtheritrainingiforladultsiwerelovercomel
thanksItolthelsupportlofithelEmployment’Agencies Tmanagementicommit-
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teeslinIpublicisinglthelWeGebAUlprogramme,’andithankslasiwellltollegisla-
tivelchangesithat’expandedtheleligibility forithisiSpeciallProgramme,latithel
BoardlofiGovernors’suggestion,tolincludelemployeesiabovelagel45linstead!
oflage’50,]landlbusinessesiwithlupltol2500employeeslinsteadloflonlyl100.]
Greaterleffortsiarelstilllneeded tolimplementithelSpeciallProgrammeleven!
better.IThislwilllensurelthat’theselSpeciallProgrammesibecomelevenimore!
efficaciouslandlcost-effective.

Atlthelinitiativel of] thel Boardl ofl Governors,[in]20071thel BAlalsol madel al
considerablelextraleffortito’helpidisadvantagedlyoungipeoplelearnivocationall
certification.lIn]additionltolthelBA'slintensivelplacementlactivitiesitolopen!l
uplmorel opportunities for] on-the-jobltraining,lthel Speciall Programmel tol
ImprovelTraininglOpportunitiesiforlYoungPeoplefoundiadditionaliplacements]
forlsomel15,300younglpeoplelinitraining’positionslinispecialisediinstitutions,
onltoplofithelplacementsithatlalreadyfiguredlinithelEmployment]Agencies’
planning.IThuslinl2007,]altotallofimorelthani32,600lyounglpeoplelcovered!
bylBooklIlIloflthelSociallCodelbeganitraininglinispecialisedinstitutionsl(thel
figurelforl20060wasimorelthani22,000).ILegislativelsimplificationsisuggested!
bytheBoardlofiGovernorsienabledldisadvantaged.younglpeopleltolquicklyl
findlprospectslinitheltraininglmarket,linlthelformlofitraininglprogrammeslinl
specialisedlinstitutions,land’thusireducedithelnumberioficandidateslleftioverl
tolbelplacediinisubsequentlyears.Becauseltheltrainingimarketliremains(tight,l
andtolprovidelfurtherisupportiforlunder-trainediyounglpeople,ithelBoardiof]
Governorsldecidedloncelagainlfori2008[tolincreaseltheloriginallylplanned!]
numberlofloff-the-jobltraininglpositionsibylaboutl23,000,landlif possibleltol
providel 30,0001 off-the-jobl trainingl positionsl asl longl asl the! efficacious,]
cost-effectiveluselof fundsicanlbelguaranteed.[ThusithelBundesagenturlfiir]
Arbeitiwilllcontinuelmakingla’substantialicontributionitowardirelievingithese!
individuals’Idifficultlpositionlinitheltraininglmarket.

ThelexperienceslofithelpilotlAgenciesipromptedithelBoardloflGovernorsitol
approvelalnationwidel refocusingloficounsellinglforlyounglpeoplelandlpro-
grammes[forlactionlinltraininglplacement,lasiwelllaslforlvocationallrehabili-
tationlandltheldisabled.Thuslplacementistaffiwilllhaveluniformistandardsiof!
qualityZforlintegratinglyounglclientslintolbothltraininglpositionslandljobs.

WithlthelaimJoflimprovinglperformancelstilllfurtherlbyltakingladvantagelofl
synergies,[thelBA,withithelsupportiofialmajoritylofithelBoardlofiGovernors,!
isiconductingaltriallrunfofialmodelforlinvolvinglprivatelemploymentiservicel
providersliniplacementlduties.IThelBoardlofiGovernorsiexpectsithatla re-
ciprocalllearninglprocessibetween thelBAland thelprivatelservicelproviders]
willlimprovelskills,land thusladvancelplacement,iwithinolsurrenderlofithel
BA'slauthorityloverlitsicoreldutiesioficounsellinglandiplacement..ThelBoardl
ofl Governorslhaslrepeatedlylemphasised]thatlanylgreaterlinvolvementl of]
privatelservicelprovidersliniplacement’worklisIbylnolmeanslintendedlasla’
privatisationlofithelpubliclemploymentiservice. ThelBoardiwill’closelyiwatch!
theltriallrun’bylevaluatinglitsiresults.
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Intthelbudgetladoptioniprocess,almajoritylofithelBoardiofiGovernorsirejected!
thel“integrationlcontribution”Ifrom’thelBAltolthelfederallgovernment,iwhichl
thelgovernmentlincludedlinlthelBA’slbudget.i Thelintegrationlcontribution?
means(that’thelBAlwouldlbelrequiredibyllawltolcoverihalfiofithelintegration!
andladministrativelexpenses!foriBasiclBenefitslunderiBookllIloflthelSociall
Code.[Adlinlthelcaselofithel“slippagelpenalty”Ipreviously,/almajoritylofithe]
BoardlofiGovernorsiregardsithelnewlpaymentiasianlimpositionloflanlinap-
propriatel burdenl onl unemploymentlinsurancel tol financel dutiesl that] arel
properlylthelresponsibilitylofisocietylatllarge.
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REFORM AT THE BA

Audits for Reform Seal of Approval

Once Programmes for Action have been introduced nationwide, the Employ-
ment Agencies undergo audits for the Reform Seal of Approval. The Pro-
grammes for Action give agency employees a binding orientation framework
for determining their clients’ needs for support.

The audits are part of the BA’s quality assurance system. Any quality deficits
in Employment Agency processes are identified, and the necessary steps
for a remedy are initiated. The aim is to increase the Agencies’ performance
significantly by requiring compliance with quality standards.
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In 2007, 61 Reform Seal of Approval audits were conducted nationwide,
under the guidance of the Regional Directorates. These found stable proc-
esses and compliance with quality standards at 41 Agencies, which then
received the Reform Seal of Approval with no conditions attached. Minor
quality shortcomings were found at 8 Agencies, which received the Seal of
Approval subject to certain conditions. Process quality did not meet stand-
ards at 12 Agencies, which must forgo a Seal of Approval for the time being.
They will have to actively address and correct the problem areas. As of
31 December 2007, a total of 51 of the 61 Agencies audited in 2007 had
earned their Seal of Approval.

Seal of Approval audits were suspended as of the fourth quarter because
of the nationwide introduction of the upgraded employer service, and the
introduction of the Programmes for Action in training placement and reha-
bilitation.

Both the introduction of the upgraded employer service and the knowledge
obtained in the Seal of Approval audits to date have made it necessary to
revise the audit concept.

Audits for the Reform Seal of Approval on the basis of the revised

concept — which has already been prepared — are expected to resume in
April 2008.
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Upgraded employer service

The economic upswing also led to a significant increase in job vacancies
posted with the BA, with longer placement windows. A concept for an up-
grade of the employer service was developed, and underwent a trial run at
the Augsburg Employment Agency from 12 February to 30 June 2007.

Important features of the concept include optimised management and guid-
ance of employer assistance, and improved interaction among placement
teams to assure quality in the selection of candidates. The employer service
additionally handles job and training placement from the employer’s per-
spective, and from the same perspective optionally also handles the place-
ment of candidates for rehabilitation and the disabled. This ensures that
employer-oriented placement and counselling duties are offered by a single
contact person at a single service unit. Qualification programmes build the
necessary professional and management expertise. Sales orientation is a
special point of emphasis.

The aim of upgrading the employer service is to attract and keep new clients,
and to enhance customer satisfaction.

The trial run had such good results that the concept went on to be introduced
at Agencies nationwide, beginning in September 2007. The nationwide in-
troduction is expected to be complete by 30 June 2008.

Rapid placement in a good match, with the greatest possible convenience
and maximum flexibility — these are what employers expect from the BA.
The Job Exchange is one way in which the BA offers employers expanded
service, where working together becomes significantly more effective and
efficient. Three innovations are especially important here:

1. Direct importation of vacancy announcements from company systems to
the Job Exchange

Employers who would like to cooperate in transmitting vacancies to the BA
have the option of directly connecting their internal corporate HR system
to the BA’s Job Exchange. The new process automatically imports posted
vacancies to the Job Exchange at www.arbeitsagentur.de by way of a stand-
ardised XML interface between the company’'s HR system and the BA.
Employers can either manage their postings themselves, with applicant
management as an optional extra, or pass on the management of the post-
ings to the BA.
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The process is simple, and there is no charge to the employer. It's especially
worthwhile for larger companies with large hiring volumes. The cooperation
programme has already signed up its first partners.

2. Joint account management by employers and the BA

Joint account management is available whether the employer delivers job
postings automatically to the BA, or reports them conventionally. An employer
can review the vacancies it has posted, and check data on proposed candi-
dates for placement — thus keeping an eye online on how the process of
filling a vacancy is progressing, while at the same time maintaining a limited
degree of freedom to access and amend the associated data.

3. “Call-me”, a new option for contacting applicants quickly

With the “Call-me” function, an employer who is registered with the Job
Exchange and looking through profiles to fit its vacancy can request a tel-
ephone number to contact an (anonymised) applicant, without the applicant’s
personal phone number being displayed on the Job Exchange. The employer
gets an automatically generated service number that connects with the ap-
plicant’s own phone number. To be available through Call-me, the applicant
must consent for the Call-me function to be activated when his or her pro-
file is posted anonymously on the Job Exchange.

The BA and German Football have continued cooperating to fight unemploy-
ment even after the World Cup. On 17 April 2007, in Nuremberg, BA Executive
Board Member Raimund Becker and German Football Association (DFB)
President Dr. Theo Zwanziger signed a cooperation agreement between the
BA, the DFB, and the German Football League (DFL). The DFB and DFL will
work closely with the BA in job placement, vocational training, and marketing.
The first practical results from the cooperative arrangement will be a joint
pilot project between the BA and DFB in Hesse, for young people with a mi-
grant background and integration problems.

The temporary employment industry represented a considerable share of
the increase in employment. For many unemployed individuals, temporary
work can offer an additional opportunity to return to the workforce. The BA
intends to make the most of this potential, so as to get more people into
jobs.
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To lay a new foundation for cooperating with employers in the temporary
employment industry, since February 2007 uniform cooperation agreements
between the BA and temporary employment firms have been signed nation-
wide. These contracts define binding service standards for both sides, as
well as procedures for working together. Signings began with contracts
between the local Employment Agencies and small or medium temporary
employment firms operating in their regions. These agreements are expressly
available to any temporary employment company interested in cooperating,
irrespective of size. For practicality’s sake, agreements with large temporary
employment firms are signed by Headquarters. As of 31 December 2007,
there were already contracts with more than 90 temporary employment
firms of interregional scope.

Improvements and quality assurance at the
Service Centres

The Service Centres’ performance was also improved and consolidated
during 2007. Telephone accessibility has averaged more than 80 percent for
more than a year. Grouping the 52 Service Centres into 15 regional load-
sharing associations ensured a largely uniform utilisation of capacity, and
thus improved accessibility by phone, especially during peak calling hours.
The introduction of uniform nationwide service numbers for employers and
job seekers made it easier for clients to reach the BA by phone.

Focused quality assurance measures achieved a steady improvement in the
quality of service. The Service Centres underwent a comprehensive quality
check in the first half of 2007, which reviewed whether the Centres were
implementing the appropriate professional, organisational and management
standards, and whether external and internal clients were getting good-
quality service. Nearly half of the Service Centres received a Quality Cer-
tificate immediately on completion of the audit. The other Centres were
required to meet certain conditions before the certificate was granted, or
were re-audited.

Effective 1 May 2007, a change in legislation allowed applicants to comply
with the deadline under Section 37b of Book Ill of the Social Code by reg-
istering over the telephone. The Service Centres complied with the change
as of that date. Registration by phone has made the placement process
more customer-friendly. The new system has taken more of the load off the
local Agencies by reducing the need for preliminary personal interviews and
by enabling applicants to file their data via the Service Centres.
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Internal Auditing

As part of the reorganisation of internal services at the Bundesagentur fir
Arbeit, the organisation of Internal Auditing was also revised to meet the
new requirements. The five Regional Directorates now each have one Audit
Office for tasks under Book llI of the Social Code, and another for tasks
under Book II. Auditing functions for programmes under the European Social
Fund (ESF) and for the prevention and suppression of corruption are inte-
grated into the services for Book Ill of the Social Code; the anti-corruption
team is also responsible for operations under Book Il of the Social Code.

Internal Auditing for Book Il of the Social Code audits all Employment
Agencies every three years, using a standardised audit plan. At the end it
issues a certification that work is being performed properly. Additionally,
certain issues identified by way of a risk analysis are audited across multiple
Agencies. Internal Auditing reports the results of these audits to the Execu-
tive Board and Board of Governors. It also monitors the implementation of
any measures it has agreed upon with the audited organisational unit.

In its anti-corruption work, Internal Auditing conducted courses of training
to help protect staff against the threat of corruption. It followed up persist-
ently on any detailed clues of potential corruption. In particularly high-risk
tasks, Internal Auditing audited the efficacy of the internal monitoring system,
and provided suggestions for improvement. During 2007, in addition to the
expansion of activities under Book Il of the Social Code, the position of
anti-corruption officer was also created. This individual can be called in by
both employees and clients. These steps have expanded the BA’s system
for preventing and combating corruption. They have enabled it to set some
of the highest anti-corruption standards of any similar organisation.

Internal Auditing for Book Il of the Social Code audits the BA's tasks at
all cooperative employment organisations and Employment Agencies that
perform duties separately. Internal Auditing routinely included Unemploy-
ment Benefit Il and integration benefits in its audits. By way of a risk analy-
sis, certain issues were selected for random audits at individual organisational
units. The results are deemed as standing for all organisations, and were
reported to the Executive Board and the Federal Ministry of Labour and
Social Affairs. Internal Auditing also monitors the implementation of any
measures it has agreed upon with the audited organisational unit.
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Central Office for International Placement and
Specialty Professions (ZAV)

At the ZAV, 2007 was a special year. The office reorganised to sharpen its
profile as an internal service provider at the BA and as a specialised service
provider for certain client groups and markets. The ZAV also adopted a new
name: the former “Central Placement Office” is now the “Central Office for
International Placement and Specialty Professions”. The new ZAV has three
units: International Placements, Specialised Placements, and Work Permit
Procedures.

The ZAV's International Placements unit conducts the BA's international
counselling and placement operations at twelve locations nationwide. The
international placement teams place workers from Germany in other coun-
tries, and vice versa. In these efforts the ZAV works closely with other Eu-
ropean public employment services within the EURES (European Employment
Services) network.

Specialised Placements includes the ZAV’s management placement serv-
ice, which advises and assists companies and executives in filling manage-
ment positions. The ZAV’s artists’ placement service specialises in
placements in the performing arts, music and entertainment. The Office for
Management at International Organisations (BFIO) places highly qualified
German applicants with the United Nations, the EU, and other specialised
organisations. The Centre for International Migration and Development (CIM)
not only places skilled workers to assist with development in developing
countries and the countries of central and eastern Europe, but also advises
workers who come from developing and emerging countries and reside in
Germany, but want to go back to work in their home countries.

In Work Permit Procedures, the ZAV assists various programmes under
which workers from other countries can work in Germany for a limited time.
Its work includes procedures for guest workers, seasonal workers, and
household workers.

Central Office for International Placement and Specialty Professions (ZAV) — 2007

Placements from Germany to other countries 8,565
Placements of executives within Germany 1,374
Engagements through artist placement 58,298
including: for more than 7 days 3,256

for 7 days or less 53,118

from other countries 1,924
Work Permit Procedures (work permits without employment contract procedures) 329,885
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Family Allowance Office

The current phase of the reorientation process at the Family Allowance Of-
fices was completed on 1 January 2007. The Family Allowance Office has
now been organised into two levels, with a Directorate in Nuremberg and
102 (formerly 179) local family allowance offices, plus six Child Allowance
Service Centres in Gottingen, Halle, Marburg, Neubrandenburg, Stade and
Hanover.

At the end of December 2007, the BA's family allowance offices were provid-
ing benefits to some 9.11 million entitled beneficiaries (2006: 9.21 million),
with 15.02 million children (2006: 15.23 million),and were paying out some
EUR 29.15 hillion in Kindergeld child allowances (2006: EUR 29.65 hillion)
and some EUR 112 million in Kinderzuschlag family allowances (2006:
EUR 138 million) per year.

Customer response management

The BA’s customer response management system is the point of contact for
client requests. It also serves as a central customer service desk to gather
suggestions submitted by phone and mail, and registers compliments and
complaints about the entire range of work performed by the BA, with the
aim of focusing better on clients’ wishes and increasing their satisfaction.
At the same time, the gathered knowledge is to be analysed and applied to
optimise services.

The unit recorded and completed processing on some 83,500 written client
requests in 2007, about 60,500 of which were complaints. Because of the
new intake structures, a direct comparison with the prior year is not pos-
sible.

In services under Book Il of the Social Code, customer responses in 2007
significantly reflected the increasing job supply and clients’ better prospects
for integration into the workforce. Job placement adjusted to meet clients’
current wishes and needs.

For services under Book Il of the Social Code as well, the changes in the
job market generated a larger increase in customer responses relating to
integration into a job. Results of the BA's work show that clients’ expecta-
tions and wishes were being met better.
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Because of the legal complexities involved, clients have a greater need for
information — for example, about the amount of benefits when income is
taken into account — in dealing with applications for subsistence benefits.
The consequence was an increase in inquiries and complaints regarding
technical matters.

Since the reorganisation of the child allowance offices, processing of the
child allowance (Kindergeld) and family allowance (Kinderzuschlag) has been
consolidated. As a rule, the specific nature of the cases involved in customer
responses calls for individualised solutions.
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PERSONNEL

The HR management concept at the BA

The changing demographic structure of Germany is a key challenge for
politicians, business, and the society at large. In the competition for able
employees, the BA intends to position itself as an attractive employer by
way of a demographics-aware HR policy applying diversity management.
This approach also relates to the BA's customer orientation, because the
many skills of the BA's employees are encouraged so that they can respond
capably to the wishes and needs of a diverse range of client groups. Some
of the areas for action identified in HR policy include policy on age structure,
job-family compatibility, the integration of employees with a migrant back-
ground, and assistance for the disabled. The BA received a certificate from
the European Public Sector Award in recognition of its concept for a demo-
graphics-aware HR policy through diversity management.

The BA counts on holistic, participatory health management not only to
support and encourage health among its staff, but to strengthen staff sat-
isfaction and motivation. Considerations and activities here include not only
working conditions and workloads, but personal behaviour and attitudes.
In-house health management at the various offices is organised on the basis
of a service agreement signed between the BA and the BA's central person-
nel council. Major topics include preventive health, integration management,
and employee assistance with lost working hours.

As part of the BA's HR management concept, two performance and develop-
ment dialogue components are currently being introduced: “LEDI-AT” (start-
ing in Q4 2007, for high-level salaried employees not covered by collective
bargaining agreements) and “LEDi-FK” (starting in Q1 2008, for all BA ex-
ecutives). For the first time, these establish a link between the BA's business
operations planning and steering process and individual goal agreements
with executives at all levels of the organisation. The LEDi dialogues, as the
successors of the former HR development and assessment system, are
intended to make a lasting improvement in the culture of dialogue and
feedback among executives, and thus help strengthen the BA’s operating
performance.
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Avariety of performance components under collective bargaining agreements
were implemented for the first time in 2007. The start-up provision for in-
troducing the performance component into BA employees’ pay, agreed upon
as a transitional arrangement for 2007 and 2008, is only a first preliminary
step in establishing mutually acceptable performance-based pay arrange-
ments. As a way of acknowledging individuals’ particular performance ori-
entation through pay even ahead of the final agreement, in 2007 as in the
prior year the BA additionally disbursed individual performance bonuses to
outstanding performers, irrespective of whether they were employees under
personal contracts or civil servants. It spent just under EUR 8 million for
this purpose.

The amendment of Book IIl of the Social Code by the BA Service Regulations
Adjustment Act opens up a voluntary option for the BA’s civil servants to go
on extended leave from their former civil-servant status, abandoning the
associated pay restrictions, and establish a conventional contractual employ-
ment relationship instead. This “I-S-B” internal leave is essentially a “freeze”
on the civil-service appointment at the individual’s most recent level, as-
sociated with the option for the individual to take advantage of the wide
variety of flexible, performance-based provisions of the BA's up-to-date col-
lective bargaining agreement, by way of a conventional employment contract.
The internal leave is a further important, logical step in the legal structuring
of the BA’s HR management system so as to make flexible, efficient use of
human resources and achieve the goal of a staff that can be managed ac-
cording to uniform rules.

In 2007, the BA had an average of 4,800 trainees, or a trainee level of 7.3
percent, representing a significant contribution toward the pact for training
and supplying new skilled workers. As part of its demographics-aware HR
policy, the BA reinforced its efforts to open up training opportunities for
young people with migrant backgrounds, and for disabled individuals. Early
in 2007, the Science Council accredited the BA University — a state-certified
Technical University for Labour Market Management — thus confirming that
the academic training that began there in 2006 complies with European
standards.
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Organisational development

As of 1 February 2007, responsibilities among the Executive Board were re-
organised at BA Headquarters. The new management structure is intended
to allow the BA to do an even better job of fulfilling its statutory missions
under both Book Il and Book Il of the Social Code, by laying down a clear
profile of duties and responsibilities. At the same time, it will allow the BA to
act to meet the market’s needs by way of an intermeshed overall strategy.

Executive Board member Raimund Becker will be in charge of operations
under Book IIl of the Social Code, and Heinrich Alt will be in charge of opera-
tions under Book II. Below the Executive Board level, areas were created for
steering and implementation, as well as for specific products and programmes
under the two books of the Social Code. CEO Frank-J. Weise will be in charge
of Controlling/Finance, HR/Organisational Development, and overall BA
strategy. The new Strategy/Further Development/Labour Market area, also
allocated to the CEQ’s sphere of responsibilities, is intended to ensure a
uniform overall strategy across all lines of operation, and a consistent focus
of employment-oriented services throughout the BA.

The optimisation of the Internal Administration began on 1 March 2007 and
was carried out apace. The 45 Internal Services nationwide, each of which
pools the administrative work for several other offices, have been in full
operation since summer. The new structures and processes undergo constant
refinement. The optimisation of work at the Internal Services will be tracked
and supported by business processes that will be described and introduced
in phases. At the beginning of 2008, service levels were introduced to serve
as a basis for relations between Internal Services and its clients.
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