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Abstract 

The primary goal of labor market policies is to increase labour market participation of all 

social groups. Strategies in recent years often went through changing the structure of the 

institutional labor market context in the direction of increased incentives to work. Successful 

labor market inclusion is not only depending from high transition rates into employment but 

also from the stability of subsequent careers. Thus, this paper uses sequence analysis in 

order to analyse the shaping powers of labor market institutions for individual labor market 

trajectories after non-employment. In arguing that the institutional context affects social 

groups in distinct ways, the paper compares mobility changes across cohorts and trajectories 

of men and women with different educational backgrounds in the UK and Germany between 

1983 and 2003. Results indicate that in contrast to the paper’s theoretical considerations 

labor market (re-)entry is not more stable in Germany while the UK shows a higher 
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percentage of individuals with consistent careers out of the labor market. Yet, the study 

confirms expectations about social distribution: Labor market segmentation in Germany 

emerges in big gender differences with women being consistently without employment or in 

unstable trajectories more often. In the UK, low educated individuals are excluded from (re-) 

entering stable work most frequently. 
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1. Introduction 

 

Activating labor market policies aim to bring a higher percentage of persons without 

jobs into employment thereby increasing employment participation of all social groups. 

Some countries follow a path of “social investment” and mainly try to raise 

employability; others emphasize a “work first” approach (Barbier & Ludwig-Mayerhofer 

2004). In the latter case, the main idea is to modify the existing institutional setting of 

the labor market in order to increase work incentives. The United Kingdom (UK) is the 

prime example following a strongly supply-side oriented approach. While the labor 

market structure and welfare state arrangement of the UK are faced in that direction no 

later than the Thatcher-era, Labour regimes have since only moderately countered 

these developments (Lindsay 2007). German reform projects since the late 1990s are 

concurrently oriented towards re-commodification while keeping path-dependent 

idiosyncrasies (Dingeldey 2007). Despite the comparatively high employment rates in 

the UK, not only the quality but also the stability of British labor market entrances after 

being without a job is debatable (Gangl 2004). From the comparative perspective of 

this paper, the question is not only if an institutional setting offers enough employment 

chances and how jobs are socially distributed. As Scherer (2001) points out, the job 

allocation process is not finished with the entrance to the labor market but is much 

more a process of establishing a stable position. Thus, individuals without employment 

have to be followed beyond their first transition into the labor market.  

Evidently, macroeconomic studies concerned with the impact of labor market 

institutions do not keep track of individuals. However, most comparative literature 

engaged with the consequences for individuals being without employment does not 

follow labor market careers either but rather looks at effects on future earnings or the 

duration of unemployment spells (e.g. Gangl 2006). This is partly due to the methods 

used in the search of causal relationships. The most frequently applied quantitative 

method to examine individuals’ life-courses is event history analysis (Mayer & Tuma 

1990). It is highly suitable to explore the factors behind transitions between different 

labor market states. Yet, it is not the appropriate method if the main interest is not the 

discrete transition but the holistic trajectory of a person’s life course. The trajectory 

concept emphasizes that single events cannot be analyzed in isolation but the 

continuity of these transitions needs to be accounted for (Aisenbrey & Fasang 2010). 

The methodological instrument, which has therefore gathered attention, is sequence 
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analysis (Abbott & Hrycak 1990, Aisenbrey & Fasang 2010). While its application to 

labor market processes is becoming more frequent (e.g. Anyadike-Danes & McVicar, 

Brzinksy-Fay 2007, Halpin & Chan 1998, Malo & Muñoz-Bullon 2003, Scherer 2001), 

the relationship between institutional settings and individual labor market careers is still 

underexplored. This study suggests that the use of sequence analysis for the 

comparison of individual labor market trajectories after non-employment will yield new 

insights into dynamics under different institutional settings. Germany and the UK – 

observed in the time period from 1983 to 2003 – provide a promising comparative 

framework since they differ markedly along important labor market dimensions such as 

labor market regulation, welfare state arrangements, and the educational system. 

Against this background, this paper proceeds as follows: Section 2 debates the 

theoretical background and formulates expectations. Section 3 is devoted to the 

description of the British and German data and introduces the methodological 

principles of sequence analysis and optimal matching. Section 4 presents and 

discusses empirical results while section 5 draws conclusions. 

 

2. Theoretical Background 

 

Individual Trajectories after Non-employment 

From a micro-level perspective there are several factors affecting labor market 

trajectories after being without employment. Because the mechanisms shaping the 

interaction between potential labor demand and supply are strongly connected to 

socio-demographic attributes of the individual, their impact is of great relevance to the 

social distribution of different pathways. 

Signalling models emphasize the importance of indicated skills and working 

commitment of individuals to potential employers’ decision about the chances for and 

the quality of employment contracts. Educational credentials on the one and previous 

employment and non-employment records on the other hand are shown to strongly 

influence job prospects. Theory suggests that educational certificates indicate the 

adequacy of potential employees for specific tasks (Spence 1973). Employers see 

potential losses of human capital and lower levels of commitment in long lasting spells 

without employment (Gibbons & Katz 1991). These signals do not only matter for single 

transitions but make a difference in the long run. Studies on career trajectories after 
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education show significant differences between educational levels concerning the ease 

of labor market integration (Anyadike-Danes & McVicar 2010, Scherer2001). Empirical 

evidence also shows the “scars of unemployment” for several years after the first 

reemployment (Gangl 2006, Gregory & Jukes 2001).  

Human capital levels and periods without employment can also affect employees’ 

further choices (Becker 1964). The feeling of significant human capital loss might lead 

individuals to refrain from work search because of lower expectations. In longer periods 

without employment they may also get accustomed to the situation. A decreasing 

motivation to work is nurtured only further by income from welfare state sources. On 

the other hand, comparably low benefit levels are regarded responsible for making 

workers accept lower level jobs (Gangl 2004). These constraints for the job search 

result in bad job matches and temporary contracts, which in turn inhibit stable careers. 

From a household economic perspective, higher income potential of other household 

members encourages specialization in activities aside the official labor market, for 

instance household responsibilities or care for family members (Becker 1991). By 

hinting at the traditionally gendered household structures and role types this approach 

is an integral part of why we can also expect different trajectories out of non-

employment for women and men. The discrimination of mothers is discussed 

extensively in labor market research (Goldin & Rouse 2000, O’Neill & Polachek 1993). 

But job chances of women might also be diminished if employers anticipate childbirth. 

This study is concerned with trajectories out of non-employment, but obviously there 

are factors at work shaping the selection into non-employment. Particularly due to 

childbirth and enclosed exits from the labor market, non-employment incidence is 

higher for women than for men.  

Related to this, different states of non-employment such as unemployment or 

household responsibilities have to be accounted for. Here we have to discuss why this 

study does not follow the usual restriction to unemployed persons but includes all non-

employment states. On the practical side, when looking at careers maintaining the 

usual focus on unemployment and deliberately excluding inactive labor market states 

means creating significant gaps in the observation of some individuals. The difference 

between inactivity and unemployment that allows studies to focus the unemployed is 

the indicated will of the unemployed to work. Statistically the category is built on the 

ground of being without work but having been actively searching for one in the last four 

weeks (ILO 1990). However, younger studies show that despite the lack of active 
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searching, there are lower but still significant transition rates into employment out of 

other non-employment states than unemployment (Amable et al. 2010, Clasen et al. 

2006, Nicaise 2007). The distinction referring to different kinds of behaviour is shown to 

be not as straightforward as suggested (Brandolini et al. 2005, Marzano 2006). Thus 

we follow Gregg and Wadsworth’s (1998) proposition to conceive the non-employed as 

being distributed along a spectrum. Positions closer or further from the labor market 

are assigned according to individual characteristics. In addition to these practical and 

theoretical reasons, the inclusion of the inactive goes alongside the recent 

developments in labor market policies whose activating reforms take more and more 

interest in these population groups. 

However, while seeing the necessity of looking at all non-employed, we can still expect 

differences in trajectories after distinct types of non-employment. Transitions out of 

household work, sickness, or early retirement are less smooth than from 

unemployment into employment. Yet, this is mostly related to the mentioned selection 

into these states. Characteristics such as education, age, or gender are known to 

influence unemployment probabilities, but in combination with the household context 

and events in the life course they also determine who goes into other states of 

economic inactivity. 

 

Institutions and Individual Trajectories 

Long-term sickness, disability, or early retirement are the most obvious examples in 

which the institutional context is key to individual pathways. Erlinghagen and Knuth 

(2010) show high levels and easy entrance to sickness and disability benefits in some 

countries raise inactivity rates compared to unemployment. Similarly, Ebbinghaus’ 

(2006) study on pathways into early retirement delivers evidence that where the 

institutional setting offers smooth exits from employment, employers and employees 

will use them if needed. But institutional effects on the composition of non-employment 

can be imagined concerning every state type: Childcare facilities, for instance, are 

supposed to raise female labor market participation thus reducing the number of 

person with mainly household responsibilities. Thus institutions shape the decisions of 

employers and choices of workers by proving opportunity and restriction structures, 

which make a difference in how micro-level mechanisms, turn out. According to Gangl 

(2006), institutions work in three ways in this setting. They shape the composition of 
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non-employment by affecting selection into this state. While this aspect is important 

especially for job competition, this study will only be concerned with the following two. 

By shaping the incentive structure for employment and non-employment, institutions 

have an impact on how employers and employees behave. Furthermore, they are part 

of the overall structure of the labor market and create different vacancy rates, wage 

distribution and so forth. In the following I discuss institutional differences between 

Germany and the UK as they existed between 1983 and 2003. I derive expectations 

how these differences lead to specific trajectories after the incidence of non-

employment and how their social distribution varies between the two countries. 

The mentioned examples can be traced back to the overall constitution of the welfare 

regime. The crucial feature of welfare states is how institutional arrangements 

contribute to the decommodification of individuals. Macroeconomic studies emphasize 

the disincentives to work provided by “free” income, be it unemployment benefits, 

social assistance, retirement, or incapacity benefits (Layard et al. 2005). By raising 

reservation wages and generally leading to higher labor costs benefits are also 

deemed to lower overall employment levels. From an insider-outsider perspective, high 

benefit levels strengthen union bargaining strategies and thereby reduce employment 

rates of the most vulnerable groups indirectly (Bertola et al. 2007). Consequential for 

the composition of non-employment, high benefits can also make layoffs more socially 

accepted and thus easier for employers (Ebbinghaus 2006). On the other hand Gangl 

(2004) makes the convincing case that higher payments with longer duration allow 

jobseekers to search for better job matches, thereby decreasing the probability of 

future separations. 

In his seminal work Esping-Andersen (1990) subsumes the German welfare state 

under the conservative regime type. Unemployment benefits are rather generous but 

closely related to former earnings. But also social assistance provides individuals with 

a significant income in international comparison. Family policies in the form of taxes or 

public childcare strengthen the traditional male breadwinner model2. The British liberal 

welfare state in contrast offers only low levels of decommodification (Esping-Andersen 

1990). Unemployment benefits are low and bound to conditions. In the course of 

activating reforms in the mid 1990s, these conditions are hardened and a negative 

income tax is introduced to “make work pay” and to reduce entrapment in social 

                                                           
2
 Support for working mothers has increased in recent years. However, in the period under observation, 

policy changes were not significant. 
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assistance (Konle-Seidl 2008). Benefits for disabled or long-term sick persons are a 

special case in the British welfare state. The relative ease and unconditionality with 

which invalidity benefits can be obtained results in a disproportionally large number of 

individuals in this benefit scheme (Erlinghagen & Knuth 2010, Faggio & Nickell 2005)3. 

Thus, the expectation is, that individuals without employment will take longer to (re-

)enter the labor market in Germany. Because of potentially better job matches their 

enclosed employment spells will be more stable than in the UK. Female labor 

participation does not experience great support in either country. However, low welfare 

income levels in the UK force women into the labor market. Because part-time work 

has been developed to a stronger degree in the UK, British mothers are also more 

likely to find a job that is reconcilable with family life (Smith et al. 1998). Individuals 

receiving disability benefits are likely to stay out of the labor market in the UK. Since 

there is no comparable benefit scheme in Germany - early retirement is most closely 

related – we will observe this trajectory mainly in the UK. 

Entrance, re-entrance, and stability of job careers in the labor market is highly 

dependent from labor market regulation. High levels of employment protection 

legislation (EPL) make it harder to fire employees and to close temporary work 

contracts. Thus EPL slows down the in and outflow of the labor market by which non-

employment terms should be prolonged (Layard et al. 2005, Boeri & van Ours 2008). 

This in turn might increase stigmatization, which leads to worse employment chances 

and a higher risk of temporary contracts. On the other hand EPL benefits workers 

already positioned in the labor market by impeding layoffs. Thus, longer and more 

stable spells of non-employment and employment can be expected under higher levels 

of EPL. However, by protecting persons in work, the decreased turnover particularly 

affects those with rather weak labor market attachment (Esping-Andersen 2000). Thus, 

EPL also leads to stronger socially unequal distribution of (re-) employment chances. 

In Germany a comparatively high EPL is an integral part of what Hall and Soskice 

(2001) call the prototype of a coordinated market economy. Despite the international 

deregulation impetus and recommendations by the OECD and the EU, German 

governments since the 1980s still only relaxed regulations for temporary contracts. 

Thus, German trajectories after non-employment should be characterized by relative 

stability and low numbers of different episodes especially for those social groups closer 

to the core of the labor market. Less stable careers should be observed more often 

                                                           
3
 The significant changes of now called incapacity benefits do also not pertain to the observed time span. 
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among outsiders especially women. Being a representative of liberal market economy, 

the UK has fittingly low labor market regulation (Hall & Soskice 2001). Conservative 

governments further deregulated existing legislation in the observed period until the 

Labour government reduced the qualification period, in which employees cannot claim 

unfair dismissal from two years to twelve months. Hence, we can expect shorter stays 

in non-employment, but also less stable reentries to the labor market. 

Comparative studies on the integration into the labor market put emphasis on the 

differences in the educational systems and how they interlock with labor market 

structures (Gebel 2010, Hillmert 2002, Scherer 2001). One important aspect for 

education-job fits is the generality or specificity respectively of acquired skills (Shavit & 

Müller 1998). Vocational specificity that is stated in highly standardized certificates 

send clear signals about an individual’s skills to potential employers. This close link can 

be found between the German educational system with its emphasis on vocational 

training (in the so-called “Duales System”) and its occupationally structured labor 

market (Blossfeld & Mayer 1988). The smooth transitions between education and 

employment found in studies on the transition into adulthood (Scherer 2001) can be 

expected to a certain degree for trajectories out of non-employment. Skill specificity 

however might also lead to longer waiting periods, since matching job demand needs 

to arise. Furthermore, the German labor market is strongly segmented according to 

different skills due to the strong connection between education and occupations. The 

skill divide is supposed to result in uncertain work arrangements in lower labor market 

segments for those with lower skill levels (Gebel 2010). In contrast, the link between 

education and employment is weak in the UK. Since education is rather general and 

certificates are not tailored to employers needs the educational system only provides 

unclear signals (Kim & Kurz 2003). This might give incentives to British employers to 

prefer temporary contracts for screening purposes, especially since regulations for 

temporary work are rather soft. Signals send by being without employment might gain 

weight for employers because educational signals are unreliable. The internal labor 

market facilitates entry by supporting on the job training and high mobility levels. The 

large secondary labor market in the low-wage sector gives chances to low educated 

persons but without any guarantees for stability (Brown 1990). 

With good reason the UK and Germany are two of the most frequently compared 

economies in labor market research (e.g. Gebel 2010, Giesecke 2006, Hillmert 2002, 

McGinnity 2004, O’Reilly & Schmid 1999, Scherer 2001, Strengmann-Kuhn 2001). The 
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institutional setup of the two countries under observation is very different: The UK is a 

liberal market economy with only minor security for non-employed persons and a free 

labor market, whereas Germany’s coordinated market economy offers strong job 

protection and status-preserving security measures in the case of job-loss. The 

constitution of the three broad institutional areas of the welfare state, labor market 

regulation, and the education-labor market link interlock in both systems and offer 

distinct incentive sets for the analysis of work trajectories after non-employment (see 

also: Amable 2003, Bassanini & Duval 2009, Hall & Soskice 2001). In general we can 

expect longer non-employment duration in Germany but also more stable re-entry to 

the labor market. The German institutional setting is also inclined to generate stronger 

segmentation between social groups closer and further from the labor market. 

However, because of the linkage between skill certificates and employment chances, 

low education levels are still provided with clearer job opportunity structures than in the 

UK. In interaction with the various sometimes contradicting assumed mechanisms 

these structures form a complex picture from which to draw more precise predictions is 

an arduous task. However, this study’s main interest - fitting the opportunities offered 

by sequence analysis - is not to discriminate between causal mechanisms but to find 

general patterns and to explore their social distribution. Therefore, the formulated 

expectations will make good sign post for the following sections.  

 

3. Data & Methodology 

 

The British Household Panel Study and the German Socio-Economic Panel 

For both the United Kingdom and Germany well established panel data studies give 

rich information on individual work careers. The British Household Panel Study (BHPS) 

started in 1991 with a representative sample of around 5 500 households wherein 10 

300 household members were interviewed. Since then additional samples have been 

introduced for Scotland, Wales, and Northern Ireland. Interviews with the respondents 

are conducted at one year intervals subsequently. The BHPS collects information on 

many areas of individuals’ lives, one of the core areas being the employment 

conditions and work history. Individual labor market careers can be constructed from 

1990, where the respondents first had to indicate their labor market status, until the last 

interview. Furthermore, respondents were asked to give a full history of their 
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employment status and occupations in the second and third wave. Halpin (1997) 

constructed datasets in which the information from the retrospective surveys and the 

ongoing calendar data are merged. Using these combined work history datasets, it is 

possible to compile individual work histories for nearly every individual in the survey 

starting with their first labor market status out of education. From these, I use 

information for the 20 year window between 1983 and 2003. 

The German dataset, which resembles the BHPS in many aspects, is the German 

Socio-Economic Panel (GSOEP). This panel study took off in 1984 in close to 6 000 

Western German households with around 12 300 adult members. Since then there 

have been sample refreshments to balance panel mortality and increase 

representativity. In 1990 the GSOEP expanded its survey population to East Germany. 

However, this study is constrained to West Germany because of the still existing 

economic differences between East and West. Furthermore, I restricted the German 

data to the original sample and refreshment sample in order to keep the two datasets 

comparable. Here, every new respondent to the survey is asked to give a full summary 

of his or her previous employment history. From these data I constructed work-life 

histories within the same time limits as in the BHPS, i.e. from the first observed 

employment status indication until 2003. As I describe in the following section, the 

sequences of my analysis start no earlier than 1983. 

 

Sample Construction 

This study is interested in long-term trajectories after the incidence of non-employment. 

I look at five-year periods after the first observed non-employment episode of 

individuals after they have entered the labor market. To make sure individuals are not 

only in-between education spells and in order not to look at insignificant jobs, they are 

included into the sample only after they had at least 12 consecutive months out of 

education. In the German case military service is not counted as labor market entry 

either. Individuals who have not entered the labor market at age 32 are excluded from 

the analysis. Starting from there, the five year observation periods begin with the first 

incidence of non-employment, i.e. when respondents indicate their main activities are 

unemployment, household responsibilities, long-term sickness, disability or retirement. 

Due to the possibility to indicate parallel activities in the GSOEP a hierarchy of states is 

introduced, in which education ranks higher than employment which in turn ranks 
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above the other non-employment states. Since sequence analysis has no way of 

dealing with censoring, this problem has to be contained in the process of assembling 

the data. In order to prevent censoring, sequences are included if the first non-

education spell as defined above is observed after December 1982 and before January 

1999. Only five-year periods after the first non-employment are considered. Because 

gaps in the data constitute a problem not only for interpretation but also for sequence 

analysis methods themselves individuals are left out of the sample if missing 

employment status information in these 60 months amount to more than 12 months. 

After the exclusion of cases with missing information on the other covariates we are left 

with a sample of 1948 60 month sequences from the BHPS and 1858 from the 

GSOEP. 

According to the theoretical considerations, I include several socio-demographic 

variables. Gender segregation on the labor market and the allocation of different 

educational levels to specific employment sequences are the two main points of 

interest. The datasets therefore include a dummy variable for sex and three more 

dummies for low, medium, and high education. The educational levels are grouped 

together from the CASMIN (König et al. 1988) classification, which is available in both 

the BHPS and the GSOEP. Sequence analysis has no way of dealing with time-varying 

variables, which is why household composition is not accounted for. Differences for 

age groups can be modelled via birth cohorts. Individuals in the sample are designated 

to three seven year cohorts (1960-1966, 1967-1973, 1974-1980). Furthermore, I look at 

the age at the incidence of first non-employment as well as the type of non-

employment. 

Table 1: Employment Status and Coding 

 UK Germany 

1 full time employment full time employment 

2 part time employment part time employment 

3 unemployment unemployment 

4 household responsibilities household responsibilities 

5 (return to) education (return to) education 
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6 long-term sickness/disability/retirement retirement 

7 other/missing other/missing 

 

The sequences themselves consist of the order spells of different labor market states 

of the individuals. All different employment states are compiled in the same way and 

should represent individuals in the same employment situation in both countries. As 

already mentioned, the British employment status of long-term sick/disabled has no 

direct equivalent in Germany. Usually, Germans in this specific situation are considered 

early retired and while there are individuals that choose this way into retirement the 

phenomenon is not as widespread as in the UK. However, since early retirement is 

negligible in the UK I decided to group together those two states. Overall I distinguish 

seven different labor market states (Table 1). 

 

Sequence Analysis: Descriptive Measures 

Sequence analysis is not the instrument of choice if the aim is the finding of specific 

causal mechanism. It is much more a very elaborate descriptive method enabling a 

view on aspects left out by standard longitudinal methods. Thereby it enables a 

comprehensive view on the context of causal relationships, which needs to be 

considered in order to appropriately assess single mechanisms in the life-course such 

as transitions. Although life course approaches aim to use a holistic view on life 

trajectories, theoretical models and derived hypotheses are always targeting single 

transitions. Despite the focus on path dependent processes and the incorporation of 

historic states in terms of context conditions, the single event lies at the core of the 

explanation. Sequence analysis advantages as a methodological instrument are not in 

the area of testing causal mechanism since it cannot account for unobserved variables 

and time-varying factors. However, the exploratory nature of this approach enables 

research to refine theories of single transitions concerning their embeddedness in 

complete trajectories and their interdependence. 

Sequence analysis requires a specific structure of data. Every observation shows an 

ordered list of elements. In the case of this study these elements represent labor 

market states. The position of the single elements is fixed by elapsed time. A coded 

work life career in the used datasets might look like the following example: 
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This example depicts a person, who experiences unemployment for 18 months (3), 

return to education for half a year (5), then is part-time employed for a year (2) and 

finds a way into full-time-employment (1) but decides to go back into part-time 

employment (2) after another 18 months. 

For the purpose of description of the sequences in the two datasets I calculate two 

mobility measures, which also give answer to the question of overall mobility and the 

range of mobility. Measure one counts the number of episodes the observed 

individuals experience in the 60 months starting with their first non-employment 

episode. An episode hereby means the time between two labor market status changes. 

The sequence above thus has an episode count of 5. This measure can be understood 

as a gross mobility measure since it does not discriminate for different kinds of labor 

status changes (Malo & Muñoz-Bullon 2003). The second mobility measure is aiming 

for more substantive contents by laying an emphasis on the number of different 

employment states a person experienced. The above sequence would reach a count of 

4 since two of the episodes are part-time employment episodes and therefore do not 

differ from each other. Differences in overall mobility will be explored for the UK and 

Germany as well as between social groups. 

 

Sequence Analysis: Optimal Matching 

The use of sequence analysis in sociology was stimulated by Abbott, who used optimal 

matching to identify similarities between life courses of German musicians in the 18th 

century (Abbott & Hrycak 1990). Optimal matching has since been the most frequently 

used means to compare sequences. In answering some critique of the method, there 

are suggested improvements or alternatives to optimal matching (Aisenbrey & Fasang 

2010, Elzinga 2003, Halpin 2010). However, empirical tests show only minor 

differences and the debate about their contributions is still open. Thus, I choose to go 

with the straightforward optimal matching algorithm. The basic idea behind this method 

is the definition of simple operations that change one sequence until it is like the other. 

Three elementary operations are considered: Insertion is the introduction of a new 
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element into the sequence. Deletion in turn is the exclusion of an element. Finally, 

Substitution is the process of changing on element into another. The core idea for a 

distance measure between two sequences is the shortest way in which one sequence 

can be transformed into another. Abbott and Hrycak (1990) extensively describe the 

algorithm that is necessary to calculate these operations. The distance between 

sequences, the so-called Levenshtein distance, is then simply the sum of the 

operations needed.  

This principle can be adapted by weighing operations (Brüderl & Scherer 2006). The 

distance measure for sequences heavily depends on the specification of substitution 

and indel cost (insertion and deletion) and, in general, there are only few guidelines. 

The specification of costs for different operations is also one of the main points of 

critique that has been brought forward (Wu 2000). It is argued that there is a lack of 

theoretical reason for specific cost structures. However, there are several approaches 

to solve this problem (Aisenbrey & Fasang 2010). Rohwer (1997), for instance, suggest 

to derive cost matrices from the data in use, by making transition costs dependent from 

the frequency of how often these specific transitions actually happen. In this paper I 

follow the advice of Anyadike-Danes and McVicar (2010) and test the sensitivity of the 

outcomes for different cost specifications (unweighted and weighted with a substitution 

cost matrix, see Table A1 in the Appendix). Results are surprisingly stable across 

different specifications. As Anyadike-Danes and McVicar (2010) point out, it seems the 

patterns are just waiting to be discovered. 

To calculate the various analyses I use the STATA SQ-ado files described by Brzinky-

Fay and colleagues (2006). However, optimal matching does not deliver any 

meaningful classifications of the sequences. Therefore, the results from the optimal 

matching procedure are used in cluster analysis with a Ward algorithm in order to find 

the most typical homogenous patterns of trajectories after non-employment. By 

comparing social distribution across these clusters I can draw conclusions about the 

differences caused by the institutional setting. 

 

4. Empirical Results 
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Descriptives 

Despite the often-emphasized differences in unemployment rates with Germany being 

significantly worse off than the UK, rates for persons in working age but without a job 

vary only slightly (Erlinghagen & Knuth 2010). However, as the composition of the 

sample shows, there are socio-demographic patterns as to who experiences non-

employment at some point after education. As expected, women are more frequently 

without employment due to those who never enter the labor market at all. However, 

while 65% of the British sample is female, women provide 71% to the German sample. 

There are also differences in the distribution according to educational levels. In 

Germany, low educated and medium educated individuals make for 45% each, the 

high educated are at only 10%. In contrast, non-employment seems more evenly 

distributed in the UK (low educated: 33%, medium educated: 38%, high educated 

29%). This reflects not only distinct selection into non-employment but is also partly 

due to compositional effects. Population rates with high educational levels are 

significantly higher in the UK than in Germany. 

(Re-)employment chances are dependent from the type of non-employment. There are 

also differences regarding the social distribution across the three observed states I 

defined as starting sequences of interest. For instance, household responsibilities are 

the first observation for 67% for German women but only 58% for British women. In 

contrast, 39% of females in the UK are unemployed at their first observation while this 

applies to 32% in Germany. Men in both countries are unemployment to an exceeding 

amount (UK: 91%, Germany: 93%). The sickness/disability/retirement category has 

only minor significance but is still markedly larger in the UK (5% overall compared to 

1% in Germany). Educational differences are less clear in Germany, mostly due to 

many highly educated women starting with household responsibilities. The high 

educated are unemployed to 69% compared to 30% household responsibilities in the 

UK while they are quite equally distributed across the states in Germany (51% 

unemployed and 49% responsible for the household). When later on interpreting the 

social distribution of distinct career trajectories after non-employment, we will have to 

keep in mind the initial selection into non-employment in general and specific types of 

non-employment in particular. 

Starting with a non-employment state, the overall mobility in subsequent years is of 

great interest. Very low mobility in a national economy can be seen as an indication for 

low chances of (re-)entering the labor market. Very high numbers however might result 
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from rather instable career patterns. In order to get a feeling for changes over time, the 

following tables depict mobility measures for the different cohorts and for two eight-year 

time periods (1983-1990, 1991-1998). On first view, the two considered mobility 

measures show surprising results. 

Table 2: Means of Overall Mobility across Cohorts and Periods (SD) 

 UK Germany 

 
no. of episodes 

no. of different 

episodes 
no. of episodes 

no. of different 

episodes 

cohort 
    

1960-1966 2.21 (1.7) 1.79 (0.9) 3.1 (2.2) 2.2 (0.9) 

1967-1973 2.80 (2.0) 2.06 (0.9) 3.2 (2.1) 2.3 (0.9) 

1974-1980 3.81 (2.7)) 2.41 (1.0) 3.8 (2.2) 2.4 (0.9) 

period     

1983-1990 2.42 (1.8) 1.88 (0.9) 3.31 (2.2) 2.31 (1.0) 

1991-1998 3.14 (2.3) 2.18 (1.0) 3.21 (2.1) 2.26 (0.9) 

total 2.87 (2.2) 2.07 (1.0) 3.25 (2.2) 2.28 (0.9) 

Source: BHPS, GSOEP, own calculations 

In contrast to our expectations, Germany shows overall higher mobility levels. This 

pertains to both the experienced number of episodes and to the number of different 

episodes. The results seem to reject the hypotheses of the greater fluctuation in the 

British labor market. It is possible, that these numbers stem in part for the above 

mentioned aspect of data collection in the GSOEP. Respondents are able to indicate 

more than one labor market state at a time. Despite the introduced hierarchy of states, 

this might lead to an overestimation of status changes in the German data. Still, while 

taking into account the ad hoc explanation of labor market mobility numbers in 

Germany as an artefact of data construction, there is no direct evidence for the 

hypothesis about larger British overall mobility. Yet, looking at the changes across 

cohorts and periods, we find some confirmation. The increase in both mobility 

measures across cohorts is modest in Germany while it is rather dramatic in the UK. 
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The birth cohort from 1974 to 1980 has closed the hitherto significant gap between the 

two countries. Similar results can be seen for the two time periods. Germans who 

experience their first non-employment episode before 1991 even show slightly higher 

number of status changes. In contrast, both measurement types show a marked 

increase from the 1980s to the 1990s in the UK. This might very well result from the 

institutional changes introduced by the Conservative governments in this time span. 

The German institutional framing of labor market processes remained rather stable and 

so did the average number of status changes. Without seeing the type of status 

changes, judgement on the value of high or low mobility numbers cannot be made. In 

the following section, the determinants of the various sequence types are scrutinized in 

more detail. 

 

Optimal Matching: Patterns of Labor Market Trajectories after Non-employment 

In order to get a more substantive look at labor market trajectories I now turn to the 

investigation of typical patterns. They are based on pairwise distance calculation with 

optimal matching. The results shown are from calculations without weighting. Despite 

being very robust across specifications, the categories are more clear-cut in cluster 

analysis when weights are resigned. Scherer (2001) who reports similar experiences, 

points out in non-weighted analyses the ordering of states is emphasized not only their 

occurrence and duration. The distance matrix obtained through optimal matching is in 

cluster analysis to group together homogenous categories. The choice of number of 

clusters lies with the analyst. Brüderl and Scherer (2006) advise to base this decision 

on substantial and theoretical reasons. In the analysis at hand seven sufficiently 

distinct and homogenous clusters provide a reasonable solution. I will describe the 

clusters in the following. 

Three general categories can be distinguished: Category A is built from clusters in 

which a rather straightforward road into relatively stable employment is taken. Of this 

latest type, both countries show a large cluster in which an episode of unemployment 

or household responsibilities (no longer than 24 months) is followed by a consistent 

period in full-time employment (cluster 1). Also being seen as a successful (re-)entry to 

the labor market is the medium sized cluster with individuals who consistently enter 

part-time work after being unemployed or responsible for the household (cluster 2). We 

furthermore find a rather small cluster of individuals who return to education after being 
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either unemployed or in some cases in household responsibilities. At the end of the 

observation period most of them enter full-time employment, which is why I consider 

these trajectories as a way back into economic activity. However, because the 

observation ends after 60 months a definite categorization is not possible (cluster 3). 

Those trajectories with unstable and frequently disrupted subsequent employment 

belong in category B.  Here, clustering for the countries differs. In the UK, we find a 

sizeable cluster of individuals who shortly (re-)enter full-time employment after being 

non-employment, but soon have to leave again for either unemployment or household 

responsibilities. Their trajectories besides being very unstable frequently show a longer 

stay in non-employment in the first place (cluster 4a). Although we find a similarly large 

cluster in Germany showing the same trajectories (cluster 4a), we have to distinguish 

one further group in this category. The German labor market additionally shows a 

cluster with individuals leaving household responsibilities for part-time work but short 

after retreat into household responsibilities (cluster 4b). 

Table 3: Clusters in % (N) 

 
UK Germany 

category A   

cluster 1 25.6 (501) 26.5 (497) 

cluster 2 7.2 (141) 9.5 (179) 

cluster 3 2.9 (56) 3.8 (72) 

category B   

cluster 4a 12.6 (246) 17.5 (329) 

cluster 4b - 5.3 (99) 

category C   

cluster 5 33.0 (647) 33.4 (626) 

cluster 6 13.2 (259) 3.9 (74) 

cluster 7 5.5 (108) - 
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total 100.0 (1958) 100.0 (1876) 

Source: BHPS, GSOEP, own calculations. 

Finally, category C consists of those clusters in which no entry or return to employment 

is found after non-employment. Among these, we find the biggest cluster in both 

datasets, which consists of individuals who consistently stay responsible for the 

household (cluster 5). We also find a cluster with individuals in consistent 

unemployment, which is larger in the UK (cluster 6). Finally, there is a group of 

individuals who start and stay in sickness and disability benefits (cluster 7). Due to the 

institutional conditions, this cluster exists only in the UK. Comparable German 

individuals in early retirement are so few that they are being absorbed into the other 

clusters. 

Table 3 shows how the samples are allocated to the clusters. Despite almost all of the 

typical trajectories can be found in both countries, frequency distributions indicate 

some important differences. While Category A is of similar size in both countries 

despite slightly bigger numbers for Germany, the real differences can be found in 

Category B and C. Surprisingly, Germany shows a larger number of individuals who try 

to (re-)enter the labor market but only succeed in an unstable manner. On the other 

hand, there are markedly more non-employed persons who remain non-employed in 

the UK. In contrast to our expectations, the higher mobility in the German labor market 

results in a larger number of episodes in employment albeit the differences emerge 

particularly for unstable employment. Subsequent passages take a look at the social 

distribution of these trajectories after non-employment. 

Looking at the distribution of typical trajectories after non-employment (Table 4 and 

Table 5), we find some confirmation for our theoretical expectations. There are sharp 

differences between women and men as well as between educational levels. This 

social distribution varies considerably between the two labor markets. In general, 

German gender differences are more important than in the UK while educational levels 

are crucial on the British labor market. 

German men dominate the clusters in Category A, especially cluster 1 that leads 

directly into full-time employment. Thereby, educational levels do not make much of a 

difference. For instance, 62.1% of highly educated men are in cluster 1, but so are 

55.7% of their low educated peers and 57.1% of men with intermediate education. In 

contrast, women’s numbers are low in category A, even highly educated women show 
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only 18.3% in cluster 1. Their number is nearly as high (16.8%) for cluster 2 in which 

non-employment is left for part-time employment. But educational distribution is fairly 

equal for German women, too. There are no marked differences for return to education, 

however low educated men and women choose this road less often. 

Educational differences are much more pronounced in the UK. Only 23.5% of British 

men and 5.2% of the women with low education can be found in cluster 1. On the other 

hand, gender segregation is less obvious with 54.8% of highly educated men in this 

cluster and 32.8% of their female counterparts. We can also find more British men in 

the cluster including part-time employment. Educational differences for return to 

education are similar to the German cluster with low educated at very low numbers. 

Table 4: UK Clusters across Sex and Educational levels in % (N) 

 women men 

 low 

education 

medium 

education 

high 

education 

low 

education 

medium 

education 

high 

education 

category A 
      

cluster 1 5.2 (22) 18.3 (92) 32.8 (116) 23.5 (52) 43.6 (103) 54.8 (114) 

cluster 2 6.6 (28) 11.4 (57) 10.8 (38) 1.4 (3) 2.1 (5) 4.8 (10) 

cluster 3 0.2 (1) 1.0 (5) 5.1 (18) 0.5 (1) 4.7 (11) 9.6 (20) 

category B       

cluster 4a 4.9 (21) 8.6 (43) 13.0 (46) 20.4 (45) 21.6 (51) 18.8 (39) 

cluster 4b - - - - - - 

category C       

cluster 5 64.4 (275) 49.4 (248) 30.8 (109) 3.2 (7) 2.1 (5) 0.5 (1) 

cluster 6 11.9 (51) 8.0 (40) 5.4 (19) 37.6 (83) 18.2 (43) 9.6 (20) 

cluster 7 6.8 (29) 3.39 (17) 2.3 (8) 13.6 (30) 7.6 (18) 1.9 (4) 

total 

100.0 

(427) 

100.0 

(502) 

100.0 

(354) 

100.0 

(221) 

100.0 

(236) 

100.0 

(208) 

Source: BHPS, GSOEP, own calculations. 
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Turning to the clusters of category B the picture of gender segregation in Germany is 

confirmed. The numbers for the clusters are closer for German men and women than 

they are for the British. However, we have to consider that these clusters are the ones 

with very unstable labor market (re-)entry trajectories. Since women’s numbers for 

category A where much lower than men’s, we can interpret the comparatively even 

distribution in category B in the way, that German women who try to enter the labor 

market are much more likely to have an unstable trajectory than men. Furthermore, 

there is virtually only one men in cluster 4b, i.e. in an unstable non-employment to part-

time and back trajectory. In the UK this ratio is rather equal. Nonetheless, the overall 

percentage of British individuals in these clusters is low as shown in Table 3. 

Category C includes a higher percentage of sequences in the UK than in Germany. 

Again, distribution across these clusters, which include trajectories without exit from 

non-employment, shows high levels of educational inequality. For instance, 64.4% of 

low educated women but only 30.8% of highly educated women are found in cluster 5, 

i.e. consistent household responsibilities. This difference is notably smaller in Germany 

(52.6% compared to 36.6%). Low educated individuals are also more often consistently 

unemployed (cluster 6) and long-term sick or disabled (cluster 7). Concluding the 

picture for Germany, gender differences are strong once more. Yet, in category C 

gender segregation is similarly distinct in both countries: Cluster 5 almost exclusively 

consists of women, whereas men are found to be more often consistently unemployed. 

Table 5: German Clusters across Sex and Educational levels in % (N) 

 women men 

 low 

education 

medium 

education 

high 

education 

low 

education 

medium 

education 

high 

education 

category A 
      

cluster 1 12.7 (64) 15.1 (103) 18.3 (24) 55.7 (180) 57.1(89) 62.1(36) 

cluster 2 0.1 (46) 14.6 (100) 16.8 (22) 1.9 (6) 2.6 % (4) 0.0 (0) 

cluster 3 2.2 (11) 3.1 (21) 6.9 (9) 1.9 (6) 11.5 (18) 12.1 (7) 

category B       

cluster 4a 14.0 (71) 13.3 (91) 14.5 (19) 29.7 (96) 22.4 (35) 20.7 (12) 
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cluster 4b 6.5 (33) 8.3 (57) 6.1 (8) 0.3 (1) 0.0 (0) 0.0 (0.0) 

category C       

cluster 5 52.6 (266) 44.2 (302) 36.6 (48) 0.0 (0) 0.0 (0) 1.72 (1) 

cluster 6 3.0 (15) 1.5 (10) 0.8 (1) 10.5 (34) 6.4 (10) 3.5 (2) 

cluster 7 - - - - - - 

total 

100.0 

(506) 

100.0 

(684) 

100.0 

(131) 

100.0 

(323) 

100.0 

(156) 100.0 (58) 

Source: BHPS, GSOEP, own calculations. 

 

 

 

Discussion 

The descriptive analyses and the results from the optimal matching procedure show 

important differences in labor market careers after non-employment in the United 

Kingdom and Germany. The presented mobility measures indicate growing labor 

market mobility over time. Individuals of younger birth cohorts as well as individuals 

experiencing non-employment after 1990 show more changes in employment status 

and also show a higher number of distinct episode types. It fits the stated expectations 

that this development is far more pronounced in the UK. Yet, contrasting the theoretical 

considerations overall mobility levels are higher in Germany. Despite some of these 

results might be ascribed to data artefacts, they also translate into findings from the 

more complex analysis of typical trajectory patterns. More Germans were observed in 

unstable career trajectories after non-employment, while the UK showed a larger 

amount of sequences that consistently stayed in non-employment.  

There are also marked differences to the results of studies on long-term integration 

after education into the German and British labor market, which are much more along 

the lines of the theoretical expectations (Hillmert 2002, Scherer 2001). These 

differences can be assumed to emanate from the sample. Since sample selection was 

not an explicit issue of this study, future work will have to test if the institutional context 

provides distinct sets of opportunities and restrictions for the core work force and 
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persons without work. However, with the sample at hand the usual general 

comparative differences do not apply: Non-employment as well as employment (re-

)entry are not more stable in Germany, the British labor market does not offer easier 

and more frequent employment opportunities. The study did not account for differences 

between temporary and regular work contracts. The British system supports the use of 

temporary work. Thus, the higher rates of unstable career trajectories in Germany 

might be caused by more consistent integration into the labor market subsequent to 

temporary work in the UK, while German temporary workers return to non-employment 

more often (Gebel 2010). Affirming the findings from studies on different institutional 

pathways out of the labor market (e.g. Erlinghagen & Knuth 2010), I found a significant 

number of British individuals consistently staying long-term sick or disabled. However, 

contrary to other studies, consistent unemployment was a more frequent sequence in 

the UK as well. 

Expectations about social distribution of the labor market trajectories and mechanisms 

on the micro-level were confirmed. Comparing the results to evidence from the 

literature on unemployment scarring and expectations about signalling effects (e.g. 

Gangl 2006), I can confirm that in most cases longer lasting non-employment leads into 

a less stable trajectory or into consistent non-employment. Not surprisingly, individuals 

who were unemployed for their first non-employment experience had the highest 

chances to (re-)enter employment. Yet, the data are not fit to draw internationally 

comparative conclusions to this effect. Moreover, as is often the case with this kind of 

data, I could not discriminate demand and supply-side effects because only the 

outcome of their interaction is observed. Results thus have to be interpreted with the 

intention of plausibility. Higher educated individuals were generally more likely to (re-

)enter employment consistently. The same goes for men compared to women.  

However, we find the expected national patterns. In Germany, segregation on the labor 

market works mostly against employment chances of women. Although relieving care 

facilities are scarce in both countries, social and tax policies support the male 

breadwinner model more strongly in Germany. This also shows in the surprisingly high 

part-time employment rates in Germany. While 11% compared to 6% of all observed 

employment months consist of part-time employment, 95% of these are experienced by 

women (compared to 84% in the UK). German differences between educational levels 

are less pronounced. The connection between specific skill certificates and jobs seems 

to help low educated individuals in their job search. In comparison, British educational 
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differences are steep. Individuals with low education are the ones suffering most from 

the unclear transition structures in the UK. 

 

5. Conclusions 

 

This paper’s aim was to take a look at the processes of labor market (re-)integration 

after experiencing an episode of non-employment. To this effect, I compared 

individuals’ labor market trajectories of the 60 months after first non-employment with 

data from the UK and Germany in the period from 1983 to 2003. Sequence analysis 

enabled a view that exceeded the focus on single transitions and rather emphasized 

long-term dynamics. Typical patterns after non-employment were similar in both 

countries, however social distribution differed significantly. While in Germany 

segregation on the labor results in a clearly gendered allocation to the various 

trajectory patterns, the division between educational levels was more pronounced in 

the UK with obvious disadvantages for the low educated.  

In difference to previous studies on similar topics, not all of the proposed institutional 

effects could be confirmed. The educational system in Germany improves transitions 

also for low educated and thus narrows the gap between educational levels compared 

to the UK. Also, German family policies seem to encourage gender division. However, 

higher EPL in Germany did not lead to higher percentages of consistent trajectories be 

it in or out of employment. Moreover, I found no evidence of the supposed effect of 

higher benefit levels shaping the quality of job matches thus increasing job stability. On 

the contrary, overall mobility levels and percentages in unstable career trajectories 

were lower in the UK. Evidently, the special group under observation is not profiting 

from the advantages the institutional contexts offer to the core work force. From a 

comparative perspective, neither do the German benefit levels help improve job 

matches nor does employment protection increase employment stability. On the British 

labor market, non-employed individuals are not offered job opportunities t a higher 

degree than their German peers. Future efforts will have to account for selection into 

non-employment in order to clearly establish the suggested differences in institutional 

effects for this group. Furthermore, the different consequences of temporary work 

contracts have to be assessed in detail. 
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Concerning recent policy changes, the question arises if deregulating the German labor 

market might not result in even higher numbers of employment status change. 

Increases public care facilities however may help women to follow consistent labor 

market entry paths. 

The high numbers of employment status changes and the fact that a majority of non-

employed individuals cannot establish themselves in a stable labor market careers, 

indicates that it can be problematic to only focus on single transitions in labor market 

processes. By highlighting interdependence of subsequent states, sequence analysis 

enables a more comprehensive picture of individuals’ life courses. In further developing 

it and in combination with methods more focussed on causal relationships, important 

insights about labor market processes can be expected in the future. 
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Appendix 

Table A1: Substitution Cost Matrix 

 
full-time 

empl. 

part-time 

empl. 

unemplo

yment 

househol
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educatio
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sick/disa

b./retired 
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full-time empl. 0 1.1 1.3 1.45 1.4 1.5 1 

part-time empl. 1.1 0 1.3 1.45 1.4 1.5 1 

unemployment 1.3 1.3 0 1.4 1.3 1.4 1 

household resp. 1.45 1.45 1.4 0 1.3 1.3 1 

education 1.4 1.4 1.3 1.3 0 1.4 1 

sick/disab./retired 1.5 1.5 1.4 1.3 1.4 0 1 

other/missing 1 1 1 1 1 1 1 
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