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Municipal Employment Corporations and
the Intermediate Labor Market in Germany

Kimiko Takeda

For disadvantaged people in the general la-
bor market, it is necessary to create a type of
workplace which encourages them to gradually
participate in an occupational life, accompa-
nied by the benefits of minimum life support
and subsistence for the social life. In this paper,
we call such kind of workplaces as “intermedi-
ate labor market.” In intermediate labor market
in Germany, municipal employment corpora-
tions have played a central role between other
actors, like NGOs, small volunteer organiza-
tions, companies, i.e. so-called “WISEs” (Work
Integration Social Enterprises). However, mu-
nicipal employment corporations have also
been at the mercy of labor market reforms of
the federal government and have undergone
the process of rise, decline and reorganization.

Municipal employment corporations initially
grew under local authorities suffering from ris-
ing social assistance costs to push back the
burden of unemployment onto the framework
of employment insurance. However, this
"switch" function was later lost with the Hartz
reforms because of the period of unemploy-
ment assistance.

After that, the position of the municipal em-
ployment corporations was largely influenced
by the operation system of SGBII (job secker
basic guarantee). Under the operation of
“ARGE’, cooperation of the federal employ-
ment agency and local authority, municipal
employment corporations were reduced in size,

090

abolished or privatized. Nonetheless, these cor-
porations under the “authorized municipality
model” were able to survive as a central player
in the employment support measures of SGBIL

This difference symbolizes the two orienta-
tions of intermediate labor market policy,
centralized control and the competition princi-
ple of the labor market policy on the one hand,
and the decentralized operation in the relation-
ship with local actors on the other.

However, present municipal employment
corporations cannot directly employ long-term
unemployed people; instead, they are responsi-
ble for providing support measures, such as
employment opportunities and vocational edu-
cation and training, but do not provide
employment with social insurance as they did
before the Hartz reforms. Current municipal
employment corporations have been shifting
their focus to the function of nurturing the in-
termediate labor market or developing new
employment opportunities in cooperation with
various WISEs and business establishments

within their region.
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