
definition of low pay, it becomes possible to measure how equal or
unequal the distribution is at the lower end of the income distribu-
tion. A standardized indicator of this kind also serves as a basis for in-
ternational comparisons.

We use two data sources to calculate the share of low-wage work-
ers in Germany. The larger dataset is compiled by the Bundesagentur
für Arbeit (BA, Federal Employment Services) and is based on sam-
ples of all employees in Germany liable to pay social security contri-
butions. We use three BA datasets that cover different time periods,
currently up to the end of 2003. The first is the IAB (Institut für Ar-
beitsmarkt- und Berufsforschung) employment subsample, a dataset
for academic use that contains anonymized data on a percentage of
all workers covered by the social insurance system over a twenty-
one-year period from 1975 to 1995. Almost 8 million employment
reports document the employment biographies of about 560,000 in-
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Figure 1.1 Share of Low Wages in EU Countries, 1995
and 2000

Source: European Commission (2004, 168); authors’ calculation.
Note: The low-pay threshold is defined as two-thirds of the country-specific median
hourly gross wage. Employees working more than fifteen hours per week are cov-
ered, excluding apprentices.
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rise, reaching the West German level by the mid-1990s and overtak-
ing it in 1997 under the pressure of higher unemployment in East
Germany. The gap is now considerable and continues to widen (fig-
ure 1.2).

Because of the significant wage differences between East and West
Germany (Grabka 2000), we have calculated two separate low-wage
thresholds—two-thirds of the median wage in East and West Ger-
many, respectively (see table 1.1). Thus, in 2003, 17.3 percent of full-
time employees in West Germany and 19.5 percent of full-time em-
ployees in East Germany earned less than two-thirds of the relevant
median income (less than j1,736 (US$2,540) per month in West
Germany; less than j1,309 (US$1,916) per month in East Ger-
many).5 The mean value for Germany as a whole derived from these
figures is 17.7 percent low-wage employment.

If we were to calculate instead a uniform low-wage threshold for
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Figure 1.2 Share of Low-Wage Workers Among Full-Time
Workers Covered by the Social Security
System (with Separate Low-Wage Thresholds
for East and West), 1980 to 2003

Source: IAB regional sample (IABS-R01) and BA employee panel; authors’ calcula-
tions.
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percent), low-skill workers (33.5 percent), and older workers were
the groups with the lowest probability of upward mobility. As far as
older workers are concerned, even those in the relatively young
thirty-five- to forty-four age group, with an upward mobility rate of
just 27.6 percent, had a significantly below-average likelihood of
moving up out of the low-wage sector, while the older age groups,
with an upward mobility rate of considerably less than 20 percent,
had very little chance of improving their income situation.

LOW-WAGE WORK AND POVERTY

Not every low-paid worker is also poor. Poverty is a product of the
household context. Even an individual on a low wage may be living
above the poverty threshold if other family members are well paid or
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Figure 1.3 Share Among West German Full-Time 
Workers Covered by the Social Security
System of the Upwardly Mobile from the Low-
Wage Sector, in All Transitions in Each One-
Year Period 

Source: IAB regional sample and BA employee panel; authors’ calculations.
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if the household income is topped up by social security benefits.
Conversely, in a large household with just one wage earner, it may
well be that even an income significantly above the low-wage thresh-
old is not sufficient to avoid poverty. Most studies of the link between
gainful employment and poverty—that is, of the working poor—take
a relative definition of poverty as their starting point. All those earn-
ing below 60 percent (or 50 percent, or 40 percent, according to the
definition) of the equivalence income, weighted by the number of
household members, are usually regarded as poor.

It should be noted that most poor people in Germany are not eco-
nomically active. Depending on the definition of poverty, between 21
and 27 percent of poor people are employed (Strengmann-Kuhn
2003, 40). Between 14 and 16 percent are unemployed, and between
57 and 65 percent are not economically active. However, if children
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Figure 1.4 Upward Mobility Out of the Low-Wage Sector
Between 1998 and 2003 for German Full-
Time Workers Covered by the Social Security
System

Source: BA employee panel, authors’ calculations.
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Figure 1.5 Labor Costs, 2004, and Rate of Change in
Labor Costs, 1992 to 2004

Source: Statistisches Bundesamt (2006b); authors’ illustration.
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on growth. Figure 1.6 shows that in the 2003 economic cycle, in con-
trast to earlier cycles, consumer expenditure had not increased even
in the tenth quarter following the low point of the cycle.

At the same time, the situation in the export sector of the economy
has improved. After 1992, export industries, which at the beginning
of the 1990s had forgone market shares abroad because of their con-
centration on East Germany, became the pioneers of a process of cor-
porate reorganization that is still going on today. This process had
several main elements: the globalization of production, concentra-
tion on core businesses, the delocation of simple tasks, and the inter-
national outsourcing of unskilled jobs (Geishecker 2002); the reor-
ganization of supply chains; attempts to increase transparency
through internal controlling systems; and the decentralization of re-
sponsibility for production and efforts to make it more flexible
through the modernization of work organization. The changes in
work organization were facilitated by the German codetermination
culture and reforms in vocational training. German firms now have
the longest operating hours in the EU (Bauer and Groß 2006) and
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Figure 1.6 Rise in Private Consumer Spending in West
Germany in the First Ten Quarters of Each
Economic Cycle, up to 1990

Source: Arbeitsgemeinschaft (2006, 263).
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also make greater use than firms in other countries of internal ad-
justment instruments, such as flexible working times and functional
flexibility, in order to cope with fluctuations in orders (Schief 2006).
Moreover, German export industries have benefited from the im-
provement in price competitiveness. Relatively low wage increases
have combined with improvements in productivity to keep German
unit wage costs rising less than in all other OECD countries with the
exception of Japan. As a result, German export surpluses have in-
creased continuously in recent years and are the linchpin of the
country’s modest economic growth (figure 1.7).

This particular development path—weak domestic demand and
high export surpluses—has been actively driven forward by eco-
nomic policy. The strengthening of the competitiveness of Germany’s
export industries was and continues to be the focus of national eco-
nomic debate. The majority of German economists, as well as many
international observers, see excessively high wages, an overly gener-
ous welfare state, rigid labor market regulations, and excessively high
company taxation as the main causes of Germany’s high unemploy-

58 Low-Wage Work in Germany

Figure 1.7 Germany’s Export Surpluses as a Percentage
of GDP

Source: Eurostat, taken from Düthmann et al. (2006, 16). 
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dustries has therefore increased still further in the last decade, con-
tributing to the increase in the share of low-wage work. We will see
that this divergence in pay is also attributable to the shifting of many
activities from high-wage to low-wage industries by means of out-
sourcing and to the fact that the agreements of the metal and engi-
neering workers’ union, the IG Metall, are no longer the pacesetter
for other industries.

CORPORATE GOVERNANCE: CAPITAL
BECOMES IMPATIENT

In contrast to companies in the English-speaking world, German
companies historically were not subject to frequent changes of own-
ership. The majority shareholders were usually other joint stock
companies or the house banks. Companies were protected from
takeovers because only 25 percent of shares were held by diverse
shareholders (Höpner 2003). In their multiple roles as owners, fin-
anciers, and controllers of companies through the supervisory board,
the banks concentrated on maximizing long-term returns.16 This also
applies to the Mittelstand, which have been described by several au-
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Figure 1.8 Evolution of Labor Costs in the Private Service
Sector Relative to Manufacturing

Source: Eurostat, taken from Düthmann et al. (2006, 13).
Note: Index, manufacturing = 100.
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tween the former public sector companies, with their high levels of
union membership, and new competitors not bound by collective
agreements, whose rates of pay are often 30 to 40 percent lower.
Third, the freedom to provide services within the European Union
means that contracts can be awarded to foreign firms operating in
Germany with workers employed on the basis of the employment
conditions prevailing in their home country (the “country of origin”
principle); this has the effect of undermining the territorial principle
of industrywide collective agreements. The construction industry is
the main destination industry for these so-called posted or seconded
workers, who now account for up to 17 percent of the industry’s
workforce (Bosch and Zühlke-Robinet 2003). Since the EU’s east-
ward expansion, the meat-processing industry has increasingly be-
come another destination industry for posted workers. Fourth, firms
in industries with strong trade unions and a high rate of coverage by
collective agreement are increasingly exploiting the high inter-indus-
trial pay differentials in order to outsource certain activities, such as
cleaning, catering, and logistics, to other collective bargaining areas
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Figure 1.9 Coverage of Employees by Collective
Agreements in West and East Germany

Source: IAB establishment panel, DGB (2004); Ellguth and Kohaut (2005); authors’
illustration.
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With the introduction of new forms of work organization in the
1990s, vocational training in Germany began to attract criticism.
Continuing the American debate on the demarcation between differ-
ent trades or occupations, Charles Sabel (1995) saw the specializa-
tion of skilled workers in Germany as a barrier to the introduction of
teamwork. Although there was no institutionalized demarcation be-
tween trades in Germany, except in the craft sector, the moderniza-
tion of occupational profiles had in fact not kept pace with the
changes in the demands being made of workers. They were too tech-
nical and overly concerned with behavior in hierarchical manage-
ment structures. In the mid-1990s, therefore, the social partners
reached agreement on the development of new occupations and the
rapid modernization of existing ones. Between 1996 and July 2006,
68 new occupations were created—virtually all for the service sec-
tor—and 209 of the 340 existing occupations were modernized. The
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Figure 1.10 Earnings Distribution for West German Full-
Time Employees Covered by the Social
Security System, by Educational Level, 2003

Source: BA employee panel, wave 24, authors’ calculations.
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framework. Mini-jobs are concentrated in service activities and in
particular in retailing, cleaning services, and catering. While the
share of women in mini-jobs is high (64.4 percent), temporary
agency work is a male domain in which women have only a 27 per-
cent share. Temporary agency work is concentrated in manufactur-
ing. In 2002 temporary agency workers earned 42 percent less than
regular employees (Jahn 2004, 225). Furthermore, the chances of
temporary agency workers being offered regular employment have
decreased because of the lifting of the prohibition on contract syn-
chronization and the large wage gap (particularly for unskilled work-
ers). There are indications that companies are increasingly resorting
to temporary agency workers on a permanent basis for certain tasks
(Weinkopf 2006).

For workers on fixed-term contracts, the employment opportuni-
ties are significantly more favorable. As a company’s direct employ-
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Figure 1.11 Number of Employees, by Employment Form,
up to 1990 in West Germany and After 1991
in Germany Including East Germany

Source: Federal Employment Services; Federal Statistical Office, Eurostat; authors’
illustration.
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important forces driving the growth of such services (Bosch and
Wagner 2005; Freeman and Schettkat 1998).

It is only in recent years that the ideological foundations of the
German family model have begun to crumble. Attitudes to the family
have changed considerably in West Germany since German unifica-
tion. Thus, in 1991, 74 percent of East Germans (77 percent of
women) but only 43 percent of West Germans (49 percent of
women) regarded paid work as having no negative consequences for
child raising. In 2004 the figures were 88 percent (92 percent of
women) in East Germany and 59 percent in West Germany (67 per-
cent of women) (Statistisches Bundesamt 2006a, 518). In addition,
the decline in the birthrate and the poor results in the international
PISA benchmarking study, combined with the considerable expendi-
ture required by German family policy and—since reunification—the
influence of East German institutions and preferences, have raised
questions about the efficacy of that policy. Germany spends around

88 Low-Wage Work in Germany

Figure 1.12 Evolution of the Provision of Day Care for
Children Age Zero to Three, by Region, 1965
to 2004

Source: Konsortium Bildungsberichterstattung (2006, 34); authors’ illustration.
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Germany as a whole, this would be j1,661 (US$2,431) per month.
Measured against this threshold, the low-wage percentage would be
15.4 percent in West Germany, 36.8 percent in East Germany, and
19.6 percent for Germany as a whole.

Our further analyses are based on model 2 with separate low-wage
thresholds for East and West Germany. 

WHICH WORKERS ARE PARTICULARLY AFFECTED BY
LOW WAGES?

We used three different measured values for the analysis of the struc-
ture of low-wage workers:

1. The incidence of low-wage work among all employees or in cer-
tain categories (for example, the share of low-wage workers
among women)
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Table 1.1 Low-Wage Thresholds (Gross) and Share of
Low-Wage Workers Among Full-Time Workers
Covered by the Social Security System, 2003

Model 1 Model 2

Median wage 
(euros per month) j2,492 Germany j1,963 (East)

j2,604 (West)
Median wage 
(euros per hour) j14.94 Germany j11.77 (East)

j15.61 (West)
Low-wage threshold 
(euros per month) j1,661 Germany j1,309 (East)

j1,736 (West)
Low-wage threshold 
(euros per hour) j9.96 Germany j7.84 (East)

j10.41 (West)
Share of low-wage workers

West Germany 15.4% 17.3%
East Germany 36.8 19.5
Germany (East and West) 19.6 17.7

Source: Bundesagentur für Arbeit (BA) employee panel, authors’ calculations. Hourly
wages are estimated for an average weekly working time of 38.5 hours, as there is no
information on working time in the data.



1980. Among men, on the other hand, the low-wage share has virtu-
ally doubled, from about 5 percent to more than 9 percent.

The incidence of low-wage work has risen in all age groups. The
sharp increase among young people is striking: a 42.3 percent share
of low-wage workers means that virtually one in two employees in
this category is low-paid (even though we excluded trainees from the
calculation). In 1980, in contrast, only one in three was affected by
low pay. Nevertheless, because of the rise in low-paid work in all the
other age groups, which account for considerably greater numbers of
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Table 1.2 Structural Characteristics of Low-Wage Full-Time
Workers Covered by the Social Security System, 2003

Distribution Distribution 
Incidence (Low-Wage (Total 

(in Category) Worker) Economy) Concentration

Educational levela

Unskilled 30.2% 22.2% 13.0% 1.71
Skilled 17.6 75.5 75.6 1.00
College or university 3.6 2.3 11.4 0.20

Sex
Men 10.0 35.9 63.2 0.57
Women 30.8 64.1 36.8 1.74

Age
Under twenty-five 42.8 18.0 7.4 2.42
Twenty-five to 
thirty-four 18.6 25.9 24.6 1.05

Thirty-five to 
forty-four 14.8 27.8 33.2 0.84

Forty-five to 
fifty-four 14.5 20.6 25.1 0.82

Fifty-five and older 14.3 7.7 9.6 0.81
Nationality

German 17.0 89.7 93.3 0.96
Non-national 27.0 10.2 6.7 1.53

Total economy 17.7 100.0 100.0 1.0

Source: BA employee panel; authors’ calculations.
a In 11.6 percent of all cases, no data on vocational training are available. In the analysis that
follows, we have assumed that the cases where this information is missing are equally distrib-
uted across all training levels; see Reinberg and Hummel (2002); Riede and Emmerling
(1994); Reinberg and Schreyer (2003).



workers, young people’s share in total low-wage work has actually
declined. In 1980, 65 percent of all low-paid workers were twenty-
five or older; by 2003 this share had risen to 81 percent. (These fig-
ures are not included in table 1.3.)

One particularly striking finding is the change in the share of low-
wage workers among non-nationals. In 1980 the share of low-wage
workers in this category, at 14.1 percent, was still lower than that
among German nationals (15.7 percent). At that time most non-na-
tionals were still employed in the high-wage manufacturing sector.
By 2003 the share of low-wage workers in this category had virtually
doubled, because the well-paid, low-skill jobs in manufacturing had
disappeared by then. Furthermore, increasing numbers of non-na-
tional women had taken up paid work and second- and third-gener-
ation non-national young people were finding it difficult to gain a
foothold in the labor market. The share of low-paid workers among
non-nationals began to rise as early as the end of the 1990s, at a time
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Table 1.3 Structural Evolution of Low-Wage Work Among
West German Full-Time Workers Covered by
the Social Security System, 1980 to 2003

1980 1995 1999 2003

Educational level
Unskilled 22.6% 23.6% 27.7% 29.8%
Skilled 13.5 13.2 15.5 16.7
College or university 1.8 2.3 3.1 3.7

Sex
Men 5.1 6.7 8.3 9.3
Women 36.3 29.2 31.3 31.9

Age
Under twenty-five 33.5 33.7 39.8 42.3
Twenty-five to thirty-four 11.4 13.0 15.6 17.8
Thirty-five to forty-four 10.7 12.3 13.8 14.4
Forty-five to fifty-four 10.4 11.6 13.4 14.0
Fifty-five and older 11.2 11.5 12.8 14.2

Nationality
German 15.7 13.2 15.5 16.4
Non-national 14.1 23.5 25.6 26.6

Total economy 15.6 14.2 16.3 17.3

Source: BA employee panel and IAB employment subsample; authors’ calculations.



when it was still declining among nationals. The increase in the inci-
dence of low-paid work among non-nationals and in East Germany
can possibly be interpreted as an early indicator of the more general
development.

For the analysis based on the Socio-Economic Panel, we also calcu-
lated separate low-wage thresholds for East and West Germany, de-
fined as two-thirds of the median wage in each region. In West Ger-
many the low-wage threshold was j9.83 (US$14.38) per hour (gross),
while for East Germany (including East Berlin) the figure was j7.15
(US$10.46). The thresholds are lower than for the BA dataset, since
we now included part-time and marginal part-time workers, two cat-
egories with above-average shares of low-paid workers.

According to the SOEP data, the share of low-wage work in Ger-
many as a whole in 2004 was 20.8 percent. With a population of 29
million employees, this means that the earnings of more than 6 mil-
lion workers are below the low-wage threshold.6 The SOEP data also
show that the incidence of low-wage work in East Germany, at 22.5
percent, is higher than in West Germany, where it stands at 20.5 per-
cent. Since second or side jobs are not included, the values shown
have to be regarded as lower limits in any estimate of the real extent
of low-wage work in Germany (table 1.4). Compared with all other
countries with a minimum wage, which sets a lower limit on pay,
what is remarkable about Germany is the considerable downward ex-
tension of the wage dispersion. Thus, 9.1 percent of workers in West
Germany and 8.6 percent of those in East Germany earn a very low
wage (50 percent of the median wage), which is set at j7.38
(US$10.80) per hour in the West and j5.57 (US$8.15) in the East.
One and a half million workers in Germany earn less than j5.00
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Table 1.4 Low-Wage Thresholds and Shares of Low-Wage
Work Among All Workers, Including Part-Time
Workers, 2004

Low-Wage Threshold Share of Low-Wage Work

West Germany j9.83 20.5%
East Germany 7.15 22.5
Germany 20.8

Source: German Socio-Economic Panel (GSOEP) 2004; authors’ calculations.
Note: Based on 29,044,714 employees.



(US$7.31) gross per hour, and 876,000 even less than j4.00
(US$5.85).

Part-time and marginal part-time employees are at higher risk of
low pay than full-timers (table 1.5). With a share of 48.5 percent,
they account for just under half of all low-wage earners, although
their share in total employment is only 27.9 percent. This is attribut-
able primarily to the extremely high share of low-wage earners
among those employed in mini-jobs—no fewer than 85.8 percent of
whom are paid an hourly rate below the low-wage threshold. In stark
contrast, the share for part-timers paying full social security contri-
butions is 21.1 percent, just slightly higher than the average of 20.8
percent for the economy as a whole. At 9.4 percent, the share of low-
wage workers among graduates is more than twice as high as the fig-
ure produced by an analysis based on BA data (3.6 percent).

Presumably these low-paid graduates include many new entrants
and university-educated women with children who are only working
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Table 1.5 Structural Characteristics of All Low-Wage Workers,
Including Part-Time Workers, 2004

Distribution Distribution
Incidence (Low-Wage (Total 

(in Category) Worker) Economy) Concentration

Working time
Full-time 14.6% 51.5% 72.1% 0.71
Part-time 21.1 22.2 21.6 1.03
Marginal part-time 85.8 26.3 6.3 4.19

Educational level
Unskilled 42.1 22.4 11.2 2.01
Skilled 21.5 67.2 65.6 1.02
College/university 9.4 10.4 23.2 0.45

Nationality
German 20.3 92.7 95.2 0.97
Non-national 31.2 7.3 4.8 1.50

Sex
Men 12.6 30.4 50.7 0.60
Women 29.6 69.6 49.3 1.41

Total economy (based on 
29,044,714 employees) 20.8 100 100 1.0

Source: GSOEP (2004); authors’ calculations.



served, whereas in the other occupations low-wage work was already
beginning to increase during this period. In the second period, the
only observable improvement is among cashiers; in all the other tar-
get occupations, employees’ relative earnings position deteriorated.
The most extreme increase is among hospital cleaning staff, who saw
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Table 1.6 Evolution of Low-Wage Employment Among
West German Full-Time Workers Covered by
the Social Security System, by Characteristics
of the Firm, 1980 to 2003

1980 1995 1999 2003

Industrya

Agriculture 44.4% 41.6% 38.6% 40.7%
Manufacturing 12.2 8.9 8.9 9.1
Construction 7.9 8.1 10.5 11.4
Infrastructure and transport services 6.2 8.9 12.6 15.3
Business services 28.4 27.5 26.9 27.5
Economic transaction services 23.7 17.1 18.6 18.9
Political transaction services 6.4 6.0 6.7 6.2
Household and personal services 29.0 28.5 31.2 32.1

Size of firm
One to nineteen 33.6 31.5 34.6 36.4
Twenty to ninety-nine 16.6 14.4 16.5 18.4
100 to 499 11.6 8.4 10.1 10.4
500 and more 4.5 2.3 3.3 3.2

Total economy (share of low pay) 15.6 14.2 16.3 17.3

Source: BA employee panel and IAB employee sample (75–95); authors’ calculations.
a We aggregated single industries in the following way:
Infrastructure and transport services: electricity, gas and water supply, sewage and
refuse disposal, sanitation and similar activities, transport and logistics, post and
telecommunications
Business services: research and development, architectural and engineering activities
and related technical consultancy, technical testing and analysis, computer and re-
lated activities, investigation and security activities, industrial cleaning, services re-
lated to management, other business activities
Economic transaction services: commerce, banking and insurance, real estate
Political transaction services: activities of trade unions, business, employers’ and
professional organizations, activities of other membership organizations, public ad-
ministration and defense, compulsory social security
Household and personal services: health and social work, education, hotels and
restaurants, tourism, recreational, cultural, and sporting activities, other services re-
lated to households and persons



their share of low-paid workers virtually doubled within just eight
years. Overall, examination of the target occupations shows that, in
comparison with the changes in the economy as a whole, the swings
here are considerably greater, since this is where low-wage work is
concentrated. Thus, low-wage work has increased the most in pre-
cisely those occupations in which it was already very high.

UPWARD MOBILITY OF LOW-WAGE EARNERS

From a social policy perspective, short periods in low-wage employ-
ment are less problematic than the concentration of low-wage jobs
among certain groups and the absence of any prospect that those
concerned will move up into more highly paid employment. Never-
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Table 1.7 Share of Low-Wage, Full-Time Workers in the
Case Study Industries and Occupations and
Covered by the Social Security System, 2003

West East All of 
Industry and Occupation Germany Germany Germany

Food, tobacco (NACE 15, 16) 34.3% 45.9% 36.6%
Producer of meat products 
and sausage (BKZ 402) 34.8 40.4 36.0

Manufacturer of sugar, con-
fectionary goods, or ice cream 
(BG2 433) 40.2 (19.7) 35.5

Retail (NACE 52) 33.1 34.9 33.4
Sales assistant or sales clerk 
(BKZ 682) 41.5 46.8 42.6

Cashier (BKZ 773) 36.8 (27.5) 35.2
Hotels and restaurants 
(NACE 55) 72.0 65.5 70.5
Other guest attendant 
(BKZ 913) 82.0 78.4 81.3

Housekeeper (BKZ 923) 88.3 75.9 86.2
Cleaning staff (BKZ 933) 91.7 86.4 90.8

Health (NACE 85) 23.5 19.4 22.6
Nursing assistant (BKZ 854) 25.3 21.3 24.5
Cleaning staff (BKZ 933) 43.3 32.3 41.4

Total economy 17.3 19.5 17.7

Source: BA employee panel; authors’ calculations.



theless, one of the arguments frequently adduced in Germany in fa-
vor of encouraging low-wage jobs is that they offer a low-threshold
entry point into better-paid jobs.

Previous studies have revealed that income mobility—movement
upward to a better-paid job—was greater in Germany at the begin-
ning of the 1990s than in the United States or the United Kingdom
(Keese, Puymoyen, and Swain 1998, 249; OECD 1997, 31). More re-
cent studies have shown that this changed with the increase in low-
wage work in Germany. According to a study by the European Com-
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Table 1.8 Long-Term Development of the Share of Low-
Wage, Full-Time Workers Covered by the Social
Security System in the Case Study Industries
and Occupations, West Germany, 1980 to 2003

Industry or Occupation 1980 1995 1999 2003

Food 34.3% 33.4% 31.3% 34.3%
Producer of meat products 
and sausage (BKZ 402) 22.5 31.3 31.8 34.8

Manufacturer of sugar, con-
fectionary goods, or ice 
cream (BKZ 433) 59.0 39.0 39.0 40.2

Retail 29.9 22.0 32.7 33.1
Sales assistant or sales clerk 
(BKZ 682) 53.5 36.9 42.0 41.5

Cashier (BKZ 773) 55.4 48.9 37.4 36.8
Hotel and restaurant 62.1 67.9 69.5 72.0

Other guest attendant 
(BKZ 913) 75.9 81.2 84.2 82.0

Housekeeper (BKZ 923) 
(for 1980 and 1995 together 
with BKZ 922: consumer 
advisers) 84.1 89.2 82.9 88.3

Cleaning staff (BKZ 933) 78.9 91.0 92.6 91.7
Health 20.3 19.7 21.4 23.5

Nursing assistant (BKZ 854) 11.4 9.6 19.3 25.3
Cleaning staff (BKZ 933) 31.0 22.4 37.1 43.3

Total economy 15.6 14.2 16.3 17.3

Source: BA employee panel and IAB-employment subsample; authors’ calculations.
Note: Data before 1995 and after 1995 are based on different industry classifications
and are not fully comparable.



Table 1.9 Employment Rate for Women Age Fifteen to Sixty-four, 1993 to 2005

Germany Netherlands United Kingdom Denmark France

1993 2005 1993 2005 1993 2005 1993 2005 1993 2005

Employment rate 55.1 59.6 52.2 66.4 60.8 65.9 68.2 71.9 51.5 57.6
Employment rate in full-time 
equivalents 46.4 45.2 33.6 41.7 46.4 51.5 58 61.1 46.3 50.8

Source: European Commission (2006).



the “grand coalition,” the conservative CDU/CSU parties have had to
abandon their radical deregulation strategy. The “grand coalition” of-
fers an opportunity to reform family policy further, since the two ma-
jor parties no longer need to be afraid that the still strong bastions of
the old model in their electorates will be mobilized against such re-
forms. Which road the country will go down depends not only on po-
litical and economic developments at home but also, and not least,
on developments in other EU member states and the joint effort of
the European states to develop a European social model in a market
with open frontiers.

APPENDIX
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Table 1A.1 Share of Low-Wage, Full-Time Workers,
Covered by the Social Security System, 
in the Case Study Industries, 2003

NACE Industry Low-Wage Share

15.11 Production and preserving of meat 25.07%
15.12 Production and preserving of poultry meat 57.66
15.13 Production of meat and poultry-meat products 49.41
15.81 Manufacture of bread, fresh pastry goods, and 

cakes 62.41
15.82 Manufacture of rusks and biscuits, preserved 

pastry goods, and cakes 30.77
15.84 Manufacture of cocoa, chocolate, and sugar 

confectionary 28.84
52.11 Retail sale in nonspecialized stores with food, 

beverages, or tobacco predominating 28.65
52.12 Other retail sale in nonspecialized stores 22.71
52.2 Retail sale of food, beverages, and tobacco in 

specialized stores 62.49
52.45 Retail sale of electrical household appliances 

and radio and television goods 26.46
55.1 Hotels 61.09
74.5 Labor recruitment and provision of personnel 71.50
74.7 Industrial cleaning 56.19
74.86 Call center activities 52.63
85.11 Hospital activities 5.66

Source: BA employee panel, weakly anonymized version, teleprocessing.



Table 1A.2 Share of Low-Wage, Full-Time Workers, Covered by the Social Security System, in
the Case Study Industries and Occupations, 2003

Industry Occupation Low-Wage Share

15.11 Production and preserving of meat Case study occupationsa 25.32%
15.12 Production and preserving of poultry meat Case study occupations 63.89
15.13 Production of meat and poultry-meat products Case study occupations 40.97
15.81 Manufacture of bread; fresh pastry goods, and cakes Case study occupationsb 44.32
15.82 Manufacture of rusks and biscuits, preserved pastry 

goods, and cakes Case study occupations 36.99
15.84 Manufacture of cocoa, chocolate, and sugar confectionary Case study occupations 39.78
52.11 Retail sale in nonspecialized stores with food, beverages, 

or tobacco predominating Sales assistant or sales clerk (BKZ 682) 41.12
52.11 Retail sale in nonspecialized stores with food, beverages, 

or tobacco predominating Cashier (BKZ 773) 26.42
52.12 Other retail sale in nonspecialized stores Sales assistant or sales clerk (BKZ 682) 28.30
52.12 Other retail sale in nonspecialized stores Cashier (BKZ 773) 27.08c

52.2 Retail sale of food, beverages, and tobacco in specialized 
stores Sales assistant or sales clerk (BKZ 682) 74.61

52.2 Retail sale of food, beverages, and tobacco in specialized 
stores Cashier (BKZ 773) 100.00c

52.45 Retail sale of electrical household appliances and radio 
and television goods Sales assistant or sales clerk (BKZ 682) 23.74

52.45 Retail sale of electrical household appliances and radio 
and television goods Cashier (BKZ 773) 48.84

55.1 Hotels Other guest attendant (BKZ 913) 72.78
55.1 Hotels Housekeeper (BKZ 923) 89.74
55.1 Hotels Cleaning staff (BKZ 933) 93.86
85.11 Hospital activities Nursing assistant (BKZ 854) 8.78
85.11 Hospital activities Cleaning staff (BKZ 933) 19.64

Source: BA employee panel, weakly anonymized version, teleprocessing.
a In meat and poultry production the relevant occupations are: BKZ 402, BKZ 522, BKZ 531, and BKZ 744.
b In the manufacture of bread, pastry goods, cakes, and biscuits the relevant occupations are: BKZ 391, BKZ 433, BKZ 522, BKZ 531, and
BKZ 744.
c Based on less than twenty cases; should be interpreted with care.
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Table 1A.3 All Employees Covered by the Social Security System
by Full-Time, Part-Time, Mini-Job, and Industry and
Occupation, 2003

Industry and Occupation Full-Time Part-Time Mini-Job

Food, tobacco (NACE 15, 16) 75.6% 7.4% 17.0%
Producer of meat products and sausage 
(BKZ 402) 89.0 3.7 7.3

Manufacturer of sugar, confectionary goods, 
or ice cream (BKZ 433) 93.3 4.0 2.8

Retail (NACE 52) 49.8 24.8 25.4
Sales assistant or sales clerk (BKZ 682) 38.7 33.1 28.2
Cashier (BKZ 773) 22.8 66.9 10.3

Hotel and restaurant (NACE 55) 51.3 12.5 36.2
Other guest attendant (BKZ 913) 41.5 17.2 41.3
Housekeeper (BKZ 923) 56.0 12.9 31.1
Cleaning staff (BKZ 933) 26.7 17.2 56.1

Health (NACE 85) 61.6 26.3 12.2
Nursing assistant (BKZ 854) 54.0 33.1 12.9
Cleaning staff (BKZ 933) 17.1 29.0 53.9

Total economy 71.8 13.7 14.5

Source: BA employee panel; authors’ calculations.
Note: Based on a dataset from the Federal Employment Services. Contrary to all other tables
based on this dataset, this table includes part-time workers. This is possible because the infor-
mation provided does not refer to the low-wage sector but to total employment in the indus-
try and occupation.
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Table 1A.4 All Employees Covered by the Social Security
System, by Educational Level and Industry and
Occupation, 2003

College or 
Industry and Occupation Unskilled Skilled University

Food, tobacco (NACE 15, 16) 22.6% 74.6% 2.8%
Producer of meat products and 
sausage (BKZ 402) 50.2 49.4 0.4

Manufacturer of sugar, confec-
tionary goods, or ice cream 
(BKZ 433) 59.5 40.5 0.0

Retail (NACE 52) 16.6 80.6 2.8
Sales assistant or sales clerk (BKZ 682) 17.4 82.2 0.4
Cashier (BKZ 773) 22.2 77.4 0.3

Hotel and restaurant (NACE 55) 33.9 64.7 1.5
Other guest attendant (BKZ 913) 40.3 58.9 0.8
Housekeeper (BKZ 923) 57.2 42.5 0.3
Cleaning staff (BKZ 933) 64.4 34.4 1.2

Health (NACE 85) 12.1 77.7 10.1
Nursing assistant (BKZ 854) 29.1 70.4 0.6
Cleaning staff (BKZ 933) 61.9 37.7 0.4

Total economy 16.3 73.3 10.4

Source: BA employee panel, authors’ calculations.
Note: Based on a dataset from the Federal Employment Services. Contrary to all other ta-
bles based on this dataset, this table includes part-time workers. This is possible because
the information provided does not refer to the low-wage sector but to total employment
in the industry and occupation.
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Table 1A.5 All Employees’ Covered by the Social Security
System, by Sex and Industry and Occupation,
2003

Industry and Occupation Men Women

Food, tobacco (NACE 15,16) 45.8% 54.2%
Producer of meat products and sausage (BKZ 402) 59.3 40.7
Manufacturer of sugar, confectionary goods, or ice 
cream (BKZ 433) 36.8 63.2

Retail (NACE 52) 27.3 72.7
Sales assistant or sales clerk (BKZ 682) 17.1 82.9
Cashier (BKZ 773) 4.6 95.4

Hotel and restaurant (NACE 55) 37.9 62.1
Other guest attendant (BKZ 913) 34.9 65.1
Housekeeper (BKZ 923) 4.5 95.5
Cleaning staff (BKZ 933) 20.3 79.7

Health (NACE 85) 19.2 80.8
Nursing assistant (BKZ 854) 23.6 76.4
Cleaning staff (BKZ 933) 4.2 95.8

Total economy 51.3 48.7

Source: BA employee panel, authors’ calculations.
Note: Based on a dataset from the Federal Employment Services. Contrary to all
other tables based on this dataset, this table includes part-time workers. This is pos-
sible because the information provided does not refer to the low-wage sector but to
total employment in the industry and occupation.



Table 1A.6 Logistic Regression for the Probability of Full-Time
Employees Covered by the Social Security System
Being Low-Paid, 2003 (Odds-Ratios)

Without With
Independent Establishment Establishment
Variable Characteristics Characteristics

Sex (ref.: men)
Women 4.20** 4.19**

Age (ref.: forty-five to fifty-four)
Under twenty-five 4.10** 3.94**
Twenty-five to thirty-four 1.30** 1.21**
Thirty-five to forty-four 1.09** 1.06**
Fifty-five and over 1.02 0.99

Nationality (ref.: German)
Non-national 1.48** 1.68**

Educational level (ref.: skilled)
Unskilled 2.16** 2.61**
College or university 0.21** 0.31**

Industry (ref.: manufacturing)
Agriculture 2.54**
Construction 0.56**
Infrastructure and transport services 1.23**
Business services 2.62**
Economic transaction services 1.12**
Political transaction services 0.50**
Household and personal services 3.22**

Occupational group (ref.: production-
oriented activities)
Primary services 0.84**
Secondary services 0.29**

Establishment size (ref.: one to nineteen)
Twenty to ninety-nine 0.41**
100 to 499 0.22**
500 and over 0.06**

East/West (ref.: West Germany)
East Germany 1.09**

Pseudo R2 0.1615 0.2845

Source: BA employee panel, authors’ calculations.
**p ≤ 0.01 (other values are not significant)



study (ProfiTel 2006) differentiates between in-house centers, inde-
pendent service providers (15.8 percent), and “mixed centers” (40.6
percent), this last group being former in-house centers that have been
outsourced and now also provide services for other companies. In this
chapter, we differentiate only between in-house call centers, on the
one hand, and external service providers that are financially inde-
pendent and work for several client companies, on the other.

Regardless of these diverging definitions and distinctions, it is ob-
vious that the share of in-house call centers in Germany is lower than
in several other countries where the average proportion of this call
center type is around 75 percent and as high as 86 percent in the
United States. The higher proportion of outsourced or independent
call centers in Germany could be put down to the fact that the incen-
tives to engage external service companies are particularly high,
since this offers the opportunity to undermine existing collective
agreements in order to reduce costs. This assumption is backed up by
the fact that—as shown later in the chapter—the impact of the typi-
cal institutions that shape employment relationships on external ser-
vice providers is significantly weaker and wages are frequently con-
siderably lower than in in-house call centers.

There are a number of interesting differences between the German
call center market and that in the United States. For example, there is
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Table 2.1 The Call Center Industry in Germany

Number of Number of Number
Year Call Centers Employees of Seats

1995 44,800 31,000
1996 85,100 44,800
1997 116,100 61,100
1998 1,600 150,500 79,200
1999 2,300 187,300 98,600
2000 2,750 224,800 108,300
2001 3,350 261,800 137,800
2002 3,750 280,000 150,000
2003 4,300 320,000 162,000
2004 4,900 330,000 170,000
2005 5,550 350,000 175,000
2006 5,700 380,000 190,000

Source: Author’s compilation, from Deutscher Direktmarketing Verband (2006).



Table 4.1 Collectively Agreed Wages for Nursing Staff in Public Hospitals, 2005

BAT (Until January 31, 2005)a TVöD (Since October 1, 2005)b

Occupation/Pay East West East West

Unqualified nursing assistant
Monthly j1,746 to j2,074 j1,923 to j2,283 j1,570 to j2,073 j1,693 to j2,237
Hourlyc j10.07 to j11.97 j11.53 to j13.68 j9.06 to j11.96 j10.15 to j13.41

Nursing assistant with state exam
Monthly j1,817 to j2,337 j2,000 to j2,555 j1,626 to j2,332 j1,776 to j2,516
Hourlyc j10.48 to j13.48 j11.99 to j15.31 j9.38 to j13.45 j10.65 to j15.08

Nurse (entry-level)
Monthly j1,992 to j2,540 j2,175 to j2,778 j1,993 to j2,523 j2,150 to j2,723
Hourlyc j11.49 to j14.65 j13.04 to j16.65 j11.50 to j14.56 j12.89 to j16.32

Low-wage threshold (2004)
Hourlyc j7.15 (East); j9.83 (West)

Source: Author’s compilation.
a Bundesangestellten Tarifvertrag; eight to nine seniority-based increments, the last received after a maximum of sixteen years; wages
(gross) for married employees, including Christmas and holiday pay, excluding children allowance.
b Tarifvertrag för den Öffentlichen Dienst Kommunen: four to five seniority-based increments, the last received after fifteen years; wages
(gross), including Christmas and holiday pay, excluding performance-related payments.
c Hourly wages are calculated for the collectively agreed weekly working time, which is forty hours in East Germany and thirty-eight and a
half hours in West Germany. However, in some West German regions, weekly hours have been extended without pay compensation; ac-
cordingly, hourly wages are lower in these regions.



Table 4.2 Collectively Agreed Wages for Hospital Cleaning Staff, 2005

Public Hospitals 
(TVöD, Since October 1, 2005)b

Public Hospitals New Highest-Wage Church-Owned Private Cleaning
(BMT-G, Until Low-Wage Group for Hospitals (AVR-DW-EKD, Industry (Since

Pay January 31, 2005)a Group Cleaners Since June 1, 2004)a January 1, 2005)

West 
Monthly j1,733 to j1,976 j1,386 to j1,548 j1,558 to j1,957 j1,386 to j1,468 j1,330
Hourlyc j10.39 to j11.84 j8.28 to j9.28 j9.34 to j11.73 j8.31 to j8.80 j7.87

East
Monthly j1,573 to j1,794 j1,281 to j1,435 j1,444 to j1,813 j1,257 to j1,332 j1,075
Hourlyc j9.08 to j10.35 j7.39 to j8.28 j8.33 to j10.46 j7.25 to j7.68 j6.36

Low-wage threshold (2004) j7.15 (East); j9.83 (West)

Source: Author’s compilation.
a Wages (gross) for married employees, including Christmas and holiday pay, excluding children allowance.
b Wages (gross), including Christmas and holiday pay, excluding performance-related payments.
c Hourly wages are calculated for the collectively agreed weekly working time (see table 4.1 notes for more details on public hospitals). In
the private cleaning industry, weekly working time is thirty-nine hours in both East and West Germany.



Table 4.3 Employee Groups in Hospitals That Assumed Assisting Tasks in Nursing, 
1991 to 2004

Full-time Equivalents 
(Annual Average) Number of Employees (as of December 31)

Nursing Community
Nursing Nursing Nurses Assistants Service

Year Nursesa Assistantsa Nursesb Assistantsb in Training in Training Conscripts

1991 n.a. n.a. 322,655 66,856 n.a. n.a n.a.
1997 376,000 44,000 364,911 55,395 n.a. n.a. n.a.
2000 383,000 39,000 367,076 47,402 70,578 1,876 n.a.
2002 376,000 37,000 372,723 44,559 68,287 1,850 16,728
2004 371,000 33,000 357,843 38,848 64,701 1,527 14,070
2006 363,000 30,000 354,967 37,744 62,557 1,678 13,081
Changes 1997 to 2006: 1997 to 2006: 1991 to 2006: 1991 to 2006: 2000 to 2006: 2000 to 2006: 2000 to 2006:

–3% –32% +10% –44% –11% –11% –22%

Source: Federal Statistical Office, hospital statistics, vol. 2000 to 2004; DKG (2004, 38, 41); author’s calculations.
a Including nurses and nursing assistants not based on the wards and nurses and nursing assistants in training.
b Only nurses and nursing assistants based on the wards; not including nurses and nursing assistants in training.
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Table 5.1 Employment in the Hotel Industry, 2004

Total Full-Time Part-Time Exclusively
Employees Employees Employees Mini-Jobs

Hotel industry, 2004 277,413 69.9% 6.0% 24.1%
Difference, 1999 to 2004 +8.4% +0.8 +16.2 +35.9
Total economy, 2004 31,326,848 70.9 13.8 15.3
Difference, 1999 to 2004 +0.6 –6.6 +17.6 +31.6

Source: Jaehrling et al. (2006, 116).

Table 5.2 Structural Employment Characteristics of the Hotel
and Restaurant Industry, and of the Total Economy,
by Occupation, 2003

Hotel and Housekeepers
Restaurant in Hotels and Total 
Industry Restaurants Economy

Gender
Women 62.1% 95.5% 48.7%
Men 37.9 4.5 51.3

Nationality 
German 81.3 80.2 93.2
Non-German 18.7 19.8 6.8

Age
Under twenty-five 26.7 10.4 13.8
Twenty-five to thirty-four 24.6 17.5 21.2
Thirty-five to forty-four 22.9 30.9 29.4
Forty-five to fifty-four 15.8 27.0 22.5
Fifty-five or older 9.9 14.1 13.0

Working time
Full-time 51.3 56.0 71.8
Part-time 12.5 12.9 13.7
Mini-job 36.2 31.1 14.5

Educationa

Unskilled 33.9 57.2 16.3 
Skilled 64.7 42.5 73.3 
College or university 1.5 0.3 10.4

Source: BA employee panel; author’s calculations.
Note: All employees covered by the social security system, including part-timers, marginal
part-timers, and apprentices.
a Apprentices excluded.



Germany cannot be reduced to a low-skill story. The industry makes
a considerable contribution to the German “skill engine”: recently
there were more than 100,000 apprenticeship training positions in
the industry. The occupation Hotelfachfrau (specialist in the hotel
business) is perennially one of the most attractive occupations in the
last years, according to women (Berufsbildungsbericht 2006, 109,
134; Seibert 2007). At the same time, it is obvious that for many ho-
tel workers being skilled provides no protection from receiving low
wages.

High fluctuations in the numbers of all qualification groups are
characteristic for the hotel and restaurant industry, for a number of
reasons: the seasonal character of the work in parts of the industry,
the high number of businesses that fail, and the career paths of qual-
ified workers. Indeed, the industry has problems keeping its qualified
employees. As a consequence of the industry’s high turnover rate, the
share of new workers hired from other occupations is higher than the
average for the total economy (Hieming et al. 2005, 71).

As a location-bound industry, the hotel industry has a long tradi-
tion of using migrant work to cut costs. The share of migrant work-
ers in the hotel and restaurant industry was 18.7 percent in 2003—
nearly three times higher than for the economy as a whole. A special
regulation of seasonal work in the hotel and restaurant industry al-
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Table 5.3 Distribution of Low-Wage Earners in the Hotel 
and Restaurant Industry, by Employment 
Characteristics, 2004

Low-Wage Shares

Hotel and 
Restaurant Industry Total Economy

Total employment 70.2% 22.1%
Full-time 58.4 13.7
Part-time 73.0 20.3
Mini-jobs (exclusively) 97.0 78.9
Skilled 66.6 21.9
Unskilled 82.4 47.2

Source: Jaehrling et al. (2006, 117).
Note: The low-wage shares for the economy as a whole shown here were also calcu-
lated with SOEP 2004, but the categories of employees included differ from the calcu-
lations in table 1.5. The main difference is that the calculations presented in chapter 1
exclude students and pensioners, whereas these groups are included in table 5.3.



Table 5.4 The Organization of Room Cleaning in the Case Study Hotels

Market Segment Upscale Economy

H1 H2 H3 H4 H5 H6 H7 H8

Location Central Central Peripheral Peripheral Central Central Peripheral Peripheral
In-house room cleaning Partial Partial Complete No No Partial No Complete
In-house housekeeper Yes Yes Yes Yes No No No Yes
Number of in-house room 
attendants 24 4 3 0 0 2 0 9

Number of external room 
attendants (average) 15 30 0 39 6 to a 4 14 0

maximum 
of 14

Source: Author’s compilation.



tively agreed (if low) wages with regular raises, some limited oppor-
tunities for advancement, and representation within the firm, which
helps ensure that decent working conditions are maintained.

The case studies in the new hotel products being offered in the
economy segment give us an idea of how hotel work could change in
the future under the conditions of mainly price competition. These
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Table 5.5 Summary of the Hotel Case Study Findings

Upscale Market Segment Economy Market Segment

Type of worker Women, migrants Women, migrants
Main strategy Lean staffing Newcomers immediately 
(housekeeping) Mix of internal externalize the cleaning

and external staff function
Internal control (head No internal head house-
housekeeper) keeper

Working patterns Stable working patterns Fluctuating working pat-
for internal staff terns for external staff

Fluctuating working pat-
terns for external staff

Work organization Physically demanding Physically demanding 
Increased workload (more High workload
amenities, increased 
control)

Training and development On-the-job training On-the-job training 
Few internal advance- No internal advancement
ment opportunities for opportunities 
internal staff 

No opportunities for ex-
ternal staff

Wages and benefits Fixed wages for internal Monthly income fluctuates
staff below the low-wage depending on the num-
threshold ber of rooms to clean 

Wage increases and bene- Exact wages and benefits 
fits according to the col- of external staff often 
lective agreement treated as firm secrets be-

Pay per room for external cause firms compete by 
staff wages 

No overtime pay No overtime pay 
Christmas allowance No Christmas allowance
just for internal staff 
under a CLA

Source: Author’s compilation.



tion quite succinctly: “If we don’t ensure that those in mini-jobs are
also paid the collectively agreed rate, then they’ll gradually devour
us.”

Analysis of full-timers’ pay shows that the share of low-wage work
in retail food chains (NACE 52.11) and in electrical retailing (NACE
52.45) is considerably lower than in the predominantly small outlets
of specialist food retailers (NACE 52.1) (table 6.2). This suggests that
collectively agreed rates of pay exert a strong influence in the first
two sectors and that such regulation does not exist in the specialist
food retail trade.

Evidently, therefore, interfirm differences in pay levels run along
the line dividing the large retail groups from small and owner-oper-
ated retail businesses.1 This finding is further supported by informa-
tion gathered during the employee interviews. One worker em-
ployed in a part-time job reported that she earned the same as a
friend of hers working full-time in a bakery. Another worker em-
ployed by a company bound by the collective agreement to work
twenty hours a week actually earned more than in her previous job,
in which she worked thirty hours per week as a salesperson in a
franchise outlet.
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Table 6.1 Low-Wage Work and Employment Structure in
the Retail Sector, by Employment Form, 2004

Share of Low-Wage Earners

In the Economy as a Whole In the Retail Sector

Employment form 
Full-time 13.7% 34.4%
Part-time 20.3 28.5
Marginal part-time 78.9 86.8

Sex
Men 14.4 27.7
Women 30.2 47.1

Total 22.1 42.0

Source: Jaehrling et al. (2006, 117).
Note: The low-wage shares for the economy as a whole were also calculated with
SOEP 2004, but the categories of employees included differ from the calculations in
Table 1.5. The main difference is that the calculations presented in chapter 1 exclude
students and pensioners, whereas these groups are included in table 5.3, since these
groups form a substantial share of marginal part-time employees.



COLLECTIVELY AGREED PAY SYSTEMS

The collectively agreed structure and the level of remuneration for
dependent employees in the retail trade are laid down in pay agree-
ments negotiated at the sector level. The collectively agreed retail pay
structure is differentiated in two regards. First, a distinction is made
between white collar and manual workers, with different regulations
applying to the two categories. Second, pay levels for white collar
employees vary depending on position and number of years’ retail ex-
perience. Consequently, in addition to the differentiation between
firms already described, the pay structure in the German retail trade
is characterized by a high level of differentiation within firms.

The relevant pay scale in the context of our research is pay scale 1
(G1), since this is the scale to which sales staff, cashiers, and check-
out operators—in other words, the vast bulk of retail workers—are
allocated. The basic rates of pay on G1 are j8.41 (US$12.31) per
hour (gross monthly pay of j1,372 [US$2,008]) in the first year of
retail work and j12.30 (US$18.00) per hour (gross monthly pay of
j2,006 [US$2,936]) by the sixth year (pay agreement of North
Rhine-Westphalia, the largest collective bargaining area in Germany
in terms of employee numbers). Those employees who have com-
pleted a vocational training program in a relevant occupation are al-
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Table 6.2 Low-Wage Work in the Retail Trade, by Occupation and
Sector, Full-Timers Only, 2003

Share of Share of Share of 
Full-Time Sales Staffb Checkout Oper-

Share in Employees (Full-Time atorsc (Full-Time
Total Retail with Only) with Only) with 

Employment Low Wagesa Low Wagesa Low Wagesa

Retail trade 33% 42% 35%
Food retail chains 24.0% 28.6 41.1 26.4
Specialist food retailers 8.2 62.5 74.6 100
Electrical retailing 3.3 26.5 23.7 48.8

Source: Special evaluation of BA employee panel, author’s calculation.
a The low-wage threshold is defined as two-thirds of median gross monthly earnings. The low-wage
threshold is j1.736 per hour West Germany and j1.309 in East Germany.
b Sales staff as defined in ISCO 682.
c Checkout operators as defined in ISCO 773.



Germany. In 2004, 28 percent of retail workers in the United States
were part-timers, and in frontline activities the share was as high as 42
percent (Carré, Holgate, and Tilly 2006). In Germany in the same year,
the part-time rate in retailing was significantly higher, at 51 percent;
half of these part-timers were in jobs subject to social insurance con-
tributions, while the other half were employed in mini-jobs (table 6.3).

In the interviews in food retail stores, a high part-time rate was
seen as an essential condition for dealing successfully with the con-
siderable flexibility requirements of the retail trade. This view is also
reflected in the part-time rate, which at 66 percent is particularly
high in food retail stores. In many food retail stores, full-time em-
ployment is more or less a management preserve, with frontline op-
erations entrusted almost exclusively to part-timers. And indeed, the
part-time strategy gives firms a high degree of flexibility in staff de-
ployment even with restrictive staffing levels. Fragmented working
time and employment units are more maneuverable and more likely
to leave “productivity-enhancing holes” in personnel cover than em-
ployment relationships with long working times. And yet, combined
with the great importance of cost reduction strategies in retail com-
panies (Ernst & Young 2004), the flexibility argument advanced by
food retailers could also be interpreted as a “Trojan horse” intended
to conceal efforts to push through labor cost reductions: the part-
time strategy enables companies to reduce labor costs by reducing
the volume of labor, and thus it can be seen as one way of reducing
labor costs without cutting wages.

A strategy based on fragmentation operates in the retail food
chains, where women account for 78 percent of the workforce. Obvi-
ously, this is not the case in electrical retailing, where 63 percent of
the workforce is male and 77 percent work full-time. Thus, the part-
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Table 6.3 Employment Structure of the Retail Trade in
the United States and Germany, 2003

German German
U.S. German Food Electrical

Retail Trade Retail Trade Retail Chains Retailing

Full-time 72% 49% 34% 77%
Part-time 28 25 40 8
Marginal part-time — 26 26 15

Source: Holgate (2006), based on U.S. Current Population Survey (CPS); BA em-
ployee panel; author’s calculations.



Table 7.1 Development of the Share of Low-Wage Workers in the Case Study Occupations,
1999 to 2003

West East Germany

Industry and Occupation 1999 2003 1999 2003 1999 2003

Food, tobacco (NACE 15, 16) 31.3% 34.3% 41.0% 45.9% 33.1% 36.6%
Producer of meat products and sausage (BKZ 402) 31.8 34.8 33.5 40.4 32.2 36.0
Manufacturer of sugar, confectionary goods, or ice 
cream (BKZ 433) 39.0 40.2 (22.6) (19.7) 35.9 35.5

Retail (NACE 52) 32.7 33.1 35.4 34.9 33.2 33.4
Sales assistant or sales clerk (BKZ 682) 42.0 41.5 48.4 46.8 43.4 42.6
Cashier (BKZ 773) 37.4 36.8 (23.5) (27.5) 35.1 35.2

Hotel and restaurant (NACE 55) 69.5 72.0 63.6 65.5 68.1 70.5
Other guest attendant (BKZ 913) 84.2 82.0 75.2 78.4 82.7 81.3
Housekeeper (BKZ 923) 82.9 88.3 75.7 75.9 81.6 86.2
Cleaning staff (BKZ 933) 92.6 91.7 88.0 86.4 91.8 90.8

Health (NACE 85) 21.4 23.5 16.5 19.4 20.3 22.6
Nursing assistant (BKZ 854) 19.3 25.3 9.3 21.3 17.5 24.5
Cleaning staff (BKZ 933) 37.1 43.3 23.4 32.3 34.5 41.4

Total economy 16.3 17.3 17.5 19.5 16.6 17.7

Source: BA employee panel; authors’ calculations.
Note: Numbers in brackets are based on a small number of cases and should be interpreted with care.



able data, however, makes it impossible to put a figure on the share
of low-paid workers among call center staff or to track its evolu-
tion over time. Nevertheless, since external service providers typi-
cally pay lower wages, it can be assumed that the growing share of
external service providers goes along with the increase in low-
wage work.

• In the hospital sector, shares of low-paid workers have increased
only recently, as a result of new budgetary regulations and the in-
troduction of low pay grades, one of the products of concession
bargaining. Although the overall increase in low-wage work in the
sector between 1999 and 2003 was relatively modest at 2.3 per-
centage points, the target occupations were affected to a consider-
ably greater extent. However, the shares among nursing assistants
in particular remain relatively low compared with the other occu-
pations under study, probably because pay levels in health care oc-
cupations, despite some recent deterioration, are still relatively
high. The situation is different with cleaning jobs: pay rates have
been reduced considerably in the new collective agreements cov-
ering these jobs in order to avoid outsourcing.

• The “front-runner” by far in the low-pay stakes is hotel room clean-
ing, where the share of low-paid workers now exceeds 90 percent.
Although these jobs have always been very low-paid, the share of
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Table 7.2 The Predominant Strategies in the Case Study
Industries to Cut Wages and Increase
Flexibility

Industry Temp Agencies Outsourcing Mini-Jobs

Food + ++ (including 
posted workers) –

Retail – – ++
Hotels – ++ +
Hospitals

Nursing assistants – – –
Cleaners – ++ ++

Call centers – ++ –

Source: Authors’ industry and company case studies.
++: very important; +: relevant; –: is used only seldom or not at all
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