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Abstract: The classical Game Theory reflects the payoff of decision-makers. The conventional model
has been expanded to a 3D Expanded Game Theory (EGT), including the consequences for the stake-
holders. This model has the holistic benefits similar to the stakeholder model, but also allows forecasts
like the classical Game Theory. This paper will discuss EGT.

This model is to be applied in the German labour market, where we have two decision-makers, an “un-
employed person” and an “employee at job centre”, as well as the stakeholder, “the state”, who can in-
[fluence both decision-makers in different ways. Germany has almost full employment on one hand and
a hard core of long-term unemployed people on the other. Including these people in the labour market
is very expensive and inefficient. This study will show how an unconditional income can be a possible
solution for this specific group under the current German circumstances.
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1. INTRODUCTION

In Germany, we have the following framework:
» There is currently almost a full employment scenario,
* The long-term unemployed people are building relative constant groups,
* The cost of administrating long-term unemployed people and finding them jobs is high,
» The levels of stress and frustration of the employees at the job-centers are high,
* The levels of stress and frustration of the unemployed people are high.

The above are the reasons why the marginal benefit of job-searching efforts for long-term un-
employed people is rather low. It will be shown, that under such conditions, an unconditional
income can be a possible solution for all involved parties, as it reduces costs and increases the
satisfaction of unemployed people as well as the employees at job centres.

For analysing the situation, it is necessary to take into account the theoretical background of
Expanded Game Theory (EGT) and the economic condition in Germany. Having these two,
EGT can be applied to find whether unconditional income is a possible solution for long-time
unemployed people in Germany.

This paper does not consider the cases of short-term unemployed people and is based on a soci-

ety with (almost) full-employment. In a society with a higher unemployment rate, the situation
can be completely different.
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2. CURRENT SITUATION ON GERMAN LABOUR MARKET

In the beginning of 2010s, several authors claimed Germany is on its way to full employment.
[1] [2]According to Eurostat, in February 2019, the unemployment rate in Germany dipped to
3.1%, which is the second lowest rate in the EU. [3]

Germany has significant economic differences amongst its regions. The Bundesagentur fiir Ar-
beit (BA) used a different approach to define unemployment rates compared to Eurostat and
exhibited an unemployment rate of 5.3% for Germany and a range from 3.2% in the two south-
ern states Bayern and Baden-Wiirttemberg up to 9.8% in Bremen. [4, p. 16] An interpolation of
the methods, employed by Eurostat probably leads to an unemployment rate that is significantly
lesser than 2% in the two southern states.

A current rigid source [5] considers an unemployment rate of 2% as full employment for Ger-
many. Before this, other authors have considered quite higher values as full employment (for
example, Bert Riirup in 2008 considered 4% [6] while Robert E. Hall et al. considered 4-5%
[7]). Based on all these definitions, the German labour market can be considered to have fully
employed workers, at least in some regions.

Nevertheless, in February 2019, 756,000 persons (31.9% of all unemployed people) were unem-
ployed for more than 12 months. These people are considered as long-term unemployed. This
rate has been seen to reduce within the last 12 months (by 101,000 persons, from 33.7%), mostly
because of reduction in conversion from short-time unemployment to long-time unemployment
(“Der Riickgang der Langzeitarbeitslosigkeit ist vor allem das Resultat von weniger Ubertritten
aus Kurzzeitarbeitslosigkeit™). [4, p. 13] Interestingly, this reduction does not result of long-term
unemployed people entering the regular labour market. Thus, proves that the efforts for push-
ing and pulling long-term unemployed people to the regular labour-market has no significant
effect on long-term unemployment, even though the BA considers the reduction of long-term
unemployment as one of their main tasks. (“Die Reduzierung von Langzeitarbeitslosigkeit ist
eines der Schwerpunktthemen der Bundesagentur fiir Arbeit (BA)”) [8] In the last ten years,
long-term unemployment-rate has been seen to be much more stable than the general unemploy-
ment-rate. [9, p. 622] One reason for the constant high rate of long-term unemployment is the
digitalisation and the lack of qualification of the member of this group. [10]

In 2014, the efforts of BA with its about 95,000 employees only led to 154,000 long-term jobs
(for all unemployed people, not only the long-term unemployed ones). This represents a ratio of
only 1.6 jobs found per employee of the BA. [11]

Even if extra effort is invested, the possible extra benefit will be marginal compared to the costs
incurred.

3. CURRENT GERMAN LABOUR POLITICS AND ITS CONSEQUENCES

After working for at least 2 years, in the case of unemployment, a moderate economic com-
pensation will be granted for a maximum period of 12 months (independent of assets). [12]
Afterwards a basic compensation (“Hatz IV”) will be given for needy people. The rate is 424
€ plus housing costs for a single person (families get more). [13] Unemployed people need to
collaborate to enjoy the full aid.
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3.1. Consequences for long-term unemployed people

There is a minimal chance for long-term unemployed people to go back to the regular labour
market. [14]

The current system of forcing unemployed people is based on “carrot and whip”. For example,
the local office of the BA can grant 5€ for every job application (up to 260€ per year) [15]. On
the other hand, if the unemployed person does not show enough effort in job hunting, he may be
penalised with punishments such as reduction in social aid or, in the worst case, obligation to
pay back the money to the local agency of the BA.

The economic loss of the punishments can impair the families — especially innocent children —
of the unemployed people. Economic restriction has often hampered the health and social life
of unemployed people. The health status of long-term unemployed people is significantly worse
than that of the median population. [16] [17] [18] Long term unemployment can lead to the stig-
matisation of the unemployed people and their families. [19]

Some families cannot even afford any excursion; illness is an important topic for them. [20]

If there are sanctions, they can harm the people and strengthen the mentioned negative effects.
Sanctions have a positive influence on activating employment; however, they are in conflict
with the guarantee of subsistence [21], for which the state is responsible. But: The positive effect
of sanctions for long-term unemployed people is marginal.

3.2. Consequences for employees of BA

Employees of the BA agencies face negative effects of the German labour politics as well. They
are under stress, for example, when asked to hold sanction discussions. For such discussions, a
special training is elaborated. [22]

Currently, the German system is pushing the employee of the BA and the unemployed person to
find a job until the unemployed person finds a job or reaches the age of retirement. This leads to
stress, even more if the employee of the BA sees that his customer is unable/unwilling to search
for a job.

In 2017 a query revealed that the working atmosphere at the BA is “disastrous”. Unfortunately,
detailed results were only published in the intranet of the BA. [23]

Also, this study found no scientific texts on the consequences for the employees of the BA;
however, many journalistic contributions are available in print media [24] and TV [25]. There
are also numberless comments on sites where employees can review their companies, such as
Glassdoor and Kununu [26] among other internet forums. [27]

One comment on Glassdoor by a former recruitment agent summarises the consequences of the
current labour politics: “Zero motivation because of lack success, utopic targets and unattaina-
ble workload” (“Null Motivation wegen mangelnden erfolgserlebnissen, utopische Zielvorgaben
und unerreichbares arbeitspensum” [sic]). [28]
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3.3. Consequences for the society/government

The mentioned reclaim of the BA from the unemployed people led to an absurd situation in 2018
where local agencies of the BA had to spend 60,000,000€ to retrieve 18,000,000€ (sum of small
amounts of less than 50€ each). [29]

The government pays a lot of money for job recruitments with a very small benefit of only 1.6
long-term jobs per employee of the BA per year. These costs lead to an unsatisfied population
that criticises the inefficient and expensive administration. Before drawing a solution to the
problem, the model of Expanded Game Theory will be explained.

4. EXPANDED GAME THEORY
AS THE THEORETICAL BASIS FOR ANALYSIS

The classical dyadic Game Theory model of von Neumann and Morgenstern [30] shows in a table
the payoffs of two decision-makers depending on the decisions of their own as well as the other:

Pg(DC) Pg(DD)
A %A(?C)) PA(?D)) /
Pg(CC Pg(CD
%C) ’ 40) ’ /

g
6 D
B

Figure 1: Classical Game Theory model (own visualisation)

This visualisation can be expanded to a 3D model [31] with the following three levels (in the
case of one stakeholder, if there are more stakeholders, extra levels have to be added):

Stakeholder
payoff P Ps
Ps Pg
Decision-maker ———5————————————
Pg Pg
ayoff
pay P P,
Pg Pp
Py Py
Decision =~ _—— c_ _______ 5
D D
A
C D
C C
B

Figure 2: Expanded Game Theory with stakeholder (own elaboration)

Each level can be used by the decision-makers and the stakeholder for different purposes. The
decision-makers will of course use the two lower levels of the model to find which output is the
highest and how can they achieve it. The upper level shows the benefit of the stakeholder and
can be used for getting a holistic view of the case.
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The stakeholder can consider each level corresponds to a different method that he can use to
influence the decision-makers:

1.

Stakeholder payoff level — Educating the decision makers: For the decision-maker to
consider the stakeholder’s suggestion, it is important that the stakeholder ensures the
decision-makers acknowledge their existence as well as the consequences of ignorance.

. Decision-maker payoff level — Adapting the framework so that the payoff for the in-

volved parties change: If the payoff is adapted in a clever way, the decision-makers will
have a lesser interest in taking decisions at the disadvantage of the stakeholders.

. Decision level — Controlling the decision makers: If the decision-makers are controlled,

the motivation for breaking rules is minimised.

5.  POSSIBLE SOLUTION: UNCONDTIONAL INCOME
FOR LONG-TERM UNEMPLOYED PEOPLE

Applying this model on the current case delivers the following:

Payoff State
expensive cheap
investment expensive => Education
PDae{?sf{ o stress resignation
maker stress resignation
hope stress = Change
hope stress of framework
Decision level pom—— prpm——s
Employee manage manage
at BA search mana
search search = Control
Unemployed person

Figure 3: EGT applied on labour market (self-elaboration and see [11])

There are 4 possibilities:
1. search/search: The employee at the BA and the unemployed person are motivated in

searching for a job. Both have hope, (can have) success and at least some satisfaction.
The government is investing, i.e. paying the employee at the BA and providing income
for the unemployed people. The possible profit for the government is mostly in the form
of taxes levied, which the currently unemployed will pay once he gets a job.

. search/manage: The employee at the BA is pushing and pulling the unemployed person

to manage his situation. It is not important if the unemployed is unwilling or unable
to search a job. Both the cases will result in stress for the two decision-makers and as
expensive for the government; the latter because the government has to fund the work
of the employee at the BA irrespective of whether the work is successful or not.

. manage/search: The unemployed person is motivated to search for a job, and the em-

ployee at the BA is passive and only wants to administrate his customer. In this case,
the employee at the BA gets his share for doing nothing, and the unemployed person
stops believing in the BA. Thus, both are stressed, and again the government pays a lot
of money for nothing.

. manage/manage: Both, the employee at the BA and the unemployed person come to

terms with the fact that they will not have success in finding a job and try to manage the
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situation. The unemployed person is not under pressure to deliver motivation letters and
other proofs of job searching. The employee at the BA can use his time for cases that
promise more success; this way, the government can save money.

This shows, that there are two possible solutions (Nash-equilibriums):
search/search: Forcing job searching
manage/manage: Unconditional income without obligation for job searching

The best solution is to avoid long-term unemployment. Of course, an early education is the best
solution. [32] Another method (among others) involves increasing the mobility of unemployed
people. [9, pp. 627-628] But, statistical data [9, p. 622] show for a large population of the long-
term unemployed people, their situation is a way of no return.

The statistics of the BA (Table 1) reveals, that in the years 2013-2016, even with a decreasing
unemployment rate (2.95 million = 2.69 million), the group with an unemployment time for
more than 5 years increased in number (139,000 2 156,000). The influence of the long-term un-
employed people on the statistics has led to an increase in the average unemployment time (464
days > 495 days) despite the number of unemployed people dipping. Interestingly, the time for
finding a job is almost constant in these years (green highlighted values).

Table 1: Unemployment statistics from the BA (March 2019) [33]

of these average
unemployed| ofthese ofthese i ?:;atg:
L ottel::g- 10-12 long-temm 12 S ormore | Unemploy- finding a job
months -2years | 23 years | 3-4years | 4-5Syears years ment
1 2 3 4 5 6 7 8 9 10 1

Jahresdurchschnitt
2008 3258954 1.932.414 143.033| 1.326.540 506.976 303.074 245372 91.779 176.140 525 295
2009 3.414992| 2276.860 159.718| 1.138.132 486.801 217.256 150.308 134.699 147.147
2010 3.2383.965| 2.098.596 167.672| 1.140.368 566.522 206.892 114.546 84.894 166.953
2011 2.976.488| 1.908.358 149.868| 1.068.130 512.228 224.986 108.173 65.520 153.263
2012 2.897.126| 1.850.491 141.138| 1.046.635 499.733 210.164 117.655 62.638 138.215
2013 2.950.338| 1.880.616 143.246| 1.069.721 505.445 228.689 120.401 73.716 139.367
2014 2.898.388| 1.821.637 139.594| 1.076.752 490.405 229.540 132.864 76.174 146.918
2015 2.794664| 1.755.383 133.485| 1.039.281 458.704 214.973 130.146 82.513 151.657
2016 2690.975| 1.697.902 122.957 993.073 436.908 198.929 119.853 79.919 156.282
2017 2532837 1.632.093 114.879 900.745 388.424 181.618 105.849 70.301 153.950 490 262
2018 2.340.082| 1.526.674 104.076 813.409 352.459 155.061 96.184 61.540 145.773 488 259

For the long-term unemployed people, there needs to be a solution. For them, the question is not
“How can long-term unemployment be reduced?” [34] but rather “How is a decent life possible
with long-term unemployment?” The affected persons need to participate in their social life and
exclusion needs to be avoided. On the other hand, a shift from the working part to the non-work-
ing part of the population needs to be avoided, and the working part of the society should not
feel overburdened.

Stopping job-searching can mean one of the following four basic things:
5.1. Stop supporting the unemployed people
This solution is against the German constitution [35]. Greece is the only country in the EU where

economic support is not perceived after a certain period of time [36]. Belarus went even a step
further than Greece. Belarus does not only stop supporting the unemployed people, it even asked
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money from them. Belarus’ leader Alexander Lukashenko installed a “parasite tax™ for the unem-
ployed. Who has no job, has to pay, because most likely he works illegal? Due to the protests from
the unsatisfied population, he cancelled the “parasite tax” after a short period of time in 2018. [37]

5.2. Providing unconditional income only in regions with (high) unemployment

In the first instance, this appears as a good idea: give money to the people of those places that
have no jobs. However, in Germany regions with a high unemployment rate are poorer than the
rest of the country. [38] Therefore, an unconditional income will only burden cities with a poor
economic status and, as its negative side effect, influence the unemployed people from richer
regions to move to these places to gain easy money. Apart from economic consequences with
wrong incentives, the segmentation of the country leads to political consequences, which are
explained in the next sub-chapter:

5.3. Providing unconditional income only in regions with full employment.

A fragmentation of the country in two sections, areas with and without unconditional income,
can be compared to the regional differentiated minimum wage. Such has been seen to be prac-
ticed in some countries such as Brazil (between 998 R$ (about 226€) and 1335.20 R$ (about
303€)) [39]. Economic differences perceived here are much bigger than in Germany. The Brazil-
ian South East can be considered a first world country with an equivalent life cost level. Poorer
regions comprise more than 8000 schools without electricity. In some schools, pupils even have
to bring their own water in buckets. [40] In Germany, the differences are not that big. Neverthe-
less, a regional basic salary was calculated [41] but is not realised due methodical difficulties.
[42] The same difficulties exist in dividing the country in two sections: one with unconditional
income and the other one without it.

Germany was divided for more than 28 years, the effects of which have not been overcome up to
now. Many people are still of the belief that Germany is divided. This may be another reason why
the government is trying to avoid regional differentiations of minimum wages and social welfare.

Nevertheless, as thought-experiment, it will be interesting because unemployed people living in
a region with a high unemployment rate will have two reasons to move to a region with a low
unemployment rate: more jobs and unconditional income.

5.4. Providing unconditional income throughout Germany

Therefore, the only feasible option left is to provide unconditional income throughout Germany.
This will result in the following benefits for all involved parties:

Benefit for the long-term unemployed person (and his family):

- As there are no sanctions, the unemployed will have planning reliability about their
money. This may also improve their health and reduce their probability to commit a
crime, especially robbery (because they are less needy) and vandalism (less frustration).

- This may also result in greater satisfaction, as there will be no need to prove for
job-searching activities. Nevertheless, this way, the unemployed can decide whether
they want to search for a job or not. The possibility of job-searching and the support of
the BA is still in existence.

135



ERAZ 2019
Selected Papers

Benefit for employee of the BA:

- Employees are only in contact with long-term unemployed people willing/able to search
for a job and short-term unemployed people (who have a high chance for finding a job).
Therefore, these two groups of unemployed have a higher motivation and/or a higher
success rate compared to the hopeless cases.

Benefit for the society:

- Since the motivation of the employee of the BA will be higher than before, they will
reflect their happiness in their family, which is a part of the society.

- As mentioned before, this may also reduce health costs and crime rates.

- Less unmotivated people will write motivation letters for jobs they are not well-suited
for; this will in turn decrease the costs incurred by the companies. All these aspects will
have a positive effect on the society. There will be lesser stress and the society in general
will be happier. This happiness has no monetary in western countries; In Bhutan, the
“Gross National Happiness™ even has a constitutional status. [43]

6. CONCLUSION & OUTLOOK

When the author first learnt about unconditional income, he was against the policy of support-
ing unemployed people without demanding anything from them. After researching on this topic
and understanding the situation of the involved parties, his opinion changed at least for the long-
term unemployed people in Germany.

He now believes that it is the best for all three involved parties (unemployed people, employees
of the BA and society) to stop forcing on job searching after a certain time. Finding the correct
moment for “resigning searching” is very hard and can be compared with chess computers.
Douglas R. Hofstadter in 1979 wrote the following in his famous book “Gddel, Escher, Bach”
about a chess program, “In a computer chess tournament not long ago in Canada, one program —
the weakest of all the competing ones — had the unusual feature of quitting long before the game
was over. It was not a very good chess player, but it at least had the redeeming quality of being
able to spot a hopeless position, and to resign then and there, instead of waiting for the other
program to go through boring ritual of checkmating. Although it lost every game it played, it
did it in style.” [44] As forum contributions show, still today chess programs have the “problem”
that they do not know when to resign. [45]

Seeing that computers cannot find the right moment to resign in a chess game, one can real-
ise that it is even harder for them to find the right moment to resign in job searching, where
many aspects have to be regarded. One of these aspects is considering the possibility that the
probability of finding a job decreases over time. The first indicator of this can be seen from the
statistics of the BA (see Table 1). Acceptance of population, economic situation and change in
unemployment rates are a few of the many other aspects that need to be regarded for finding
the right moment to switch to unconditional income. How can one find the best moment, can be
covered in another paper. Other interesting further research-topics are the long-term effects and
the social impact of an unconditional income.

The author thinks, that the amount of the unconditional income is more a political decision than
a scientific.
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