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1 I ntroduction

In recent years the public debate surrounding the economic location Germany has been
characterised decisively by the alarming rise in unemployment. Record unemployment figures,
increasing numbers of failing businesses and other bad tidings dominate the headlines. Little
attention is being paid, however, to the fact that in the change in the economic structure there are
not only losers among the workers but also winners.

These aspects of the labour market development are to be brought into the discussion here. The
paper describes both the development of unemployment and that of employment between 1991
and 1997. As the change in the structure of the economy has taken place not only with regard to
sectors but to an increased extent also with regard to qualifications, one of the main points of
focus of this paper is the different labour market positions of individual qualification groups.

The following shows first of al that the employment crisis of the 1990s did not run the same
course for al qualification levels. The great losers of this development were workers who had not
successfully completed vocational training. But also those who had successfully undergone
vocational training or had passed a course at technical college were affected more and more by
employment cuts. Graduates from universities and polytechnics, on the other hand, were clear
winners.

As clear gender-specific differences also emerge on examination of the labour market develop-
ment, they are in addition discussed separately for men and for women.

Furthermore the sectoral structural change is focused upon as well as its considerable influence
on these developments, as the employment crisis of the 1990s affected above all the
manufacturing sector and a large number of jobs were lost there, whereas in the service sector
new jobs were created, though only on a small scale. Then the changes in the distribution of the
volume of work are shown, since they did not run the same course for all qualification levels
either. The paper aso looks into the question as to the extent to which the employment gains of
graduates correspond to an increase in "inadequate” graduate employment.

The reunification of Germany was an event of historic dimensions. But the transition from the
centrally planned economy of the former GDR to the social market economy took place in a
radical manner and touched almost all spheres of life of eastern Germany’s citizens. But even
after 10 years of reunification the labour market remains split between the new and the old
Lander- an indication that the economic and social transformation process is taking longer than
was originally assumed. It is therefore necessary to discuss the current developments for eastern
and western Germany separately.

The analyses are based firstly on the unemployment statistics”. The microcensus® (MC) was used
to describe the developments in the field of employment. Unfortunately not all of the data needed
for 1997 was available. For this reason the analysis period was divided into two periods. period
one, for which all the information was available, is from 1991 to 1995; and period two from 1995
to 1997. Thisdivision makesit possible on the one hand to make a comparison on all levels of the

Structure analyses by the Federal Employment Services (end of September each year).
The microcensus is a representative survey carried out annually by the Federal Statistical Office which covers 1%
of all German households. (Source: Federal Statistical Office)
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analysis, at least for period one, but also shows on the other hand the current development level
wherever the data permit.

2. Western Germany
21 L ong-term development of employment and unemployment

A historical relativisation is frequently useful for assessing current labour market situations. Thus
Figure 1 first of all gives an overview of the long-term development of unemployment and
employment.

According to the microcensus the number of employed (excluding trainees) in western Germany
in 1991 stood at some 28.4 million. In the course of the employment crisis that began after that
some 230,000 jobs were cut up until 1995. On the other hand the number of registered
unemployed rose to a clearly stronger extent (880,000) than jobs were lost. This trend also
continued. Between 1995 and 1997 there was a renewed increase in unemployment by 450,000,
although the employment figures remained virtually unchanged”.

Figure 1

Development of the employment and
unemployment figures in former West Germany
persons in millions

17 16 18 2,3 24 25 27 2,9

0,8 2,1

unemployed
employed

1980 1985 1990 1991 1992 1993 1994 1995 1996 1997

The increase in employment between 1985 and 1990 can partly be attributed to the

change in the survey concept in the microcensus.

Source: Employed (without trainees) according to microcensuses; unemployment
statistics (September surveys).

If one adds the employed and the unemployed together, then the size of the labour force (the
labour supply) increased by aimost 1.1 million people from 1991 to 1997. Key factors for this
include, besides the increase in the labour force participation of women (cf. Engelbrech, Reinberg
1997), in particular increased immigration from abroad as well as changes of residence from the
new to the old Lander Between 1991 and 1995 alone on balance about 1.3 million immigrations

4 Hereit must be taken into account, however, that changes in the question concept of the microcensus as of 1996

led to a sharp increase in the number of marginal part-time employment relationships (cf. Rudolph, H. 1998). In
particular in the area of employment liable to socia security contributions (excl. trainees) there was also a further
drop of almost half amillion between 1995 and 1997 (cf. Parmentier et al. 1998).
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from abroad were registered in former West Germany and about 360,000 moves from eastern to
western Germany (cf. joint authorship 1997). Although many found employment, this increased
supply of labour could not be absorbed easily by the western German labour market, which
resulted in arise in unemployment.

It was therefore not only job losses that were responsible for the global imbalance on the labour
market, but above all the expansion of the labour supply. As this general examination already
shows, rising unemployment figures or rates can by no means be equated with employment
losses. It aso becomes clear, however, that a one-sided concentration on the number of
unemployed for assessing the overall labour market situation is misleading.

In such tense phases the opportunities and risks for groups of people with different qualification
levels on the labour market are redistributed, as is shown in the following.

2.2 Qualification-specific unemployment

The long-term development of the unemployment rates according to qualification levels provides
initial information on the change in the structure of qualifications.

Digression:

What is understood by qualification here is successfully completed vocational training courses with formal
certification. In this, the individual types of qualification stand in a hierarchical relationship to one another.

The lower end of the scale constitutes people with no training qualification (also known as low-skilled or "unskilled"
people), followed by people with a gualification in a state-recognised training occupation, which can be obtained
predominantly in the form of a company apprenticeship, or in some cases at full-time vocational schools (e.g. nurses or
other occupationsin the health and caring sector).

People with a gqualification from a technical college mainly occupy middle management positions in companies
(mainly master craftsmen and technicians, but also comparable positions in commercial and administrative
occupations).

The higher education sector is divided into two levels: the polytechnics (Fachhochschulen) offer an application-related
training (e.g. in engineering, computer science, but also in business administration or socia education). The courses of
study are shorter than those at universities and a polytechnic gualification does not generally permit continuation of
studies to doctorate level. At the upper end of the scale there are university and college graduates, whose qualifications
are predominantly gained at universities (incl. universities of technology, medicine and education etc.) or at academies
of art and which permit direct access to doctorate studies. Comprehensive information on the German education
syssem can aso be obtaned from the website of EURYDICE under the address:
http://www.eurydice.org/Eurybase/Files'DEV O/tc2DEV O.htm.

What becomes clear is that qualifications become the individual’s decisive competition factor in
the employment crisis. The lower the vocational qualification, the poorer the position on the
labour market.

People without a vocational training qualification have by far the greatest labour market risk
(Figure 2). Though the unemployment rate for this group had aready more than tripled between
1980 and 1995 (from 5.9% to 20.0%), there was a further increase up until 1997. In the meantime
amost one in four "unskilled" workersin western Germany is jobless (24.2%).
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Figure 2:

Qualification-specific unemployment rates 1975 to 1997

Percent - Old Lénder and Berlin-West -
26
24.2% with no training
24
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6 N = A - 4.1% university
4 7 3.9% tech. college
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2.8% polytechnic
e ey Iy I I IO |
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Unemployed in percentage of all civilian labour force (without trainees) with the same qualification level; Working people “without
details” on voc. qual. acc. to microcensus divided proportionally among all groups in each age class;
Sources: own calculations on basis of structure survey of the Fed. Emp. Services (end of Sept. each year); microcensuses

In comparison with this, unemployment in all the other qualification levels remained below
average.

Nevertheless, recently the labour market positions of the groups "apprenticeship” and "technical
college” have also deteriorated increasingly. The gap between the apprenticeship/full-time
vocational school level and the two graduate groups, which remained relatively constant until
1992, grew clearly from 1993 onwards. In 1997 the unemployment rate of this group reached its
highest level since 1975, at 7.4%. The same can be said of those successfully completing courses
at technical colleges, who had always shown the lowest jobless rates until the mid-1990s. These
rates have, however, risen sharply since 1996 (1.9% in 1991; 3.9% in 1997).

The two groups with higher education qualifications did most favourably. In the case of graduates
of polytechnics the unemployment rates have even fallen in recent years (from 3.4% in 1995 to
2.8% in 1997) and in the case of university graduates the rates stabilised at a level of about 4%.
(1997: 4.1%).
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2.3  Labour market balance of various qualification levels

The unemployment rates of the individual training levels constitute an important indicator for the
change in the qualification structure on the labour market. However, they do not give an insight
into the underlying absolute changes in the working population and the unemployment figures.
Figure 3 shows the balanced changes among the working population and the unemployed,
differentiated according to qualification levels for two periods - the first period from 1991 to
1995, and the second from 1995 to 1997.

What is obvious first of all is that the labour market for graduates has developed positively
compared with all of the other qualification levels. Whereas neither the jobless figures for
polytechnic graduates nor those for university graduates increased noticeably, in both of the
periods they were able make clear employment gains. In spite of the employment crisis, therefore,
the employment system remains in the position to absorb the increased number of graduate
workers. In addition to this, industry has very recently been lamenting a lack of workers at |east
for some graduate occupational fields (e.g. computer scientists, mechanical, electrical and
electronic engineers) - an indication of the fact that the full capacity of the labour market to
absorb graduates has not yet been reached (cf. Schreyer 1999).

Figure 3

Change in employment and unemployment figures
- Old Lé&nder and Berlin-W est, people in thousands-

Working persons I 1995 against 1991 Unemployed
Men and women 1997 against 1995 Men and women

— Total
University -

I Polytechnic r

Tech. college .

— app./voc. school

no training
-600 -400 -200 0 200 400 600 -200 0 200 400 600 800 1000

Source: Structure surveys by Fed. Employment Services (end of Sept. each year); microcensus (cases with no details
on qualifications divided proportionally among all qualification groups for each age class

In both of the comparison periods, employment losses occurred in the middle qualification levels.
They were lower, however, than the increase in the number unemployed. This is particularly true
of the apprenticeship/full-time vocationa school group, which is the strongest in numerical terms,
but at least in the second period it applies to the technical college level, too. The unemployment
rates of these qualification levels have therefore not only risen in recent years because of job cuts
but a1350 because the labour supply in this category (number of economically active people) has
grown”.

® At least until the mid-1990s the labour supply increased as aresult of an influx of resettlers of German origin and
migrants from former East Germany, a considerable number of whom can be classed in this middle qudlification
group.
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The picture is completely different for the "unskilled". In both of the periods together this group
lost almost 1 million jobs. On the other hand, the growth in the number of unemployed remained,
at just under 600,000, clearly below the employment losses. Taken together, these two
components show that the number of economically active people without forma vocational
training fell clearly in both periods. If, however, the supply of labour falls and the unemployment
rates nevertheless rise, it becomes clear that the capacity of the labour market to absorb workers
without formal qualifications is decreasing. This results in "unskilled" workers who have been
made redundant not only moving into unemployment but also increasingly joining the hidden
labour force or leaving the labour force altogether. Just how precarious the situation has become
in the meantime also becomes clear from another perspective. In September 1997 amost half of
all the registered unemployed in western Germany (46%) had no formal vocational qualification,
although this group now makes up only about 18% of the total labour force.

What else is obvious is that the structural changes in both of the periods proceeded in a very
similar way. The two periods differ only regarding level. This can of course be explained in the
main by the different length of time that they describe. For period one is almost twice the length
of period two. Apart from this and apart from changes in detail, the basic development directions
of the change in the qualification structure in the employment system were noticeably stable in
both periods.

24  Gender-specific labour market developments

A gender-specific analysis of the labour market development shows that in western Germany
there was a regrouping of men and women in the area of overall employment. Whereas men had
to take definite employment losses in both periods, the women were able to notch up gains (cf.
Figure 4). At the same time the number of registered unemployed rose clearly for both men and
women. These developments led to the gender-specific unemployment rates converging. Whereas
on the whole the female jobless rate increased by about a third between 1991 and 1997 (from
6.3% to 9.8%), the male jobless rate virtually doubled in the same period of time (from 4.8% to
9.3%; cf. annex 1).

Although among the "unskilled" there were only losers, the employment cuts affected women in
particular. The rise in the number of unemployed was clearly lower than the losses in employment
in return. This fact also shows, however, that the supply of labour decreased above all among the
unskilled women.

Graduates had to accept a comparatively moderate increase in unemployment in both of the
periods. Here both women and men were able to chalk up clear employment gains in the two
periods. In this respect the segment of the highly qualified was the only one to record positive
developments for both sexes in the employment crisis.
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Figure 4

Changes in the employment and unemployment figures acc. to gender
- former West-Germany and Berlin-West, persons in thousands -
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Source: Structure surveys by Federal Employment Service (end of September each yaer); microcensus (cases with
no details on qualifications divided proportionally among all qualification groups for each age class).

Contrary gender-specific developments occurred, however, in the middle qualification levels.
Whereas women with an apprenticeship/full-time vocational school qualification were able to
gain jobs in both periods, men had to accept considerable job losses. Although the number of
unemployed females also went up in both periods, the rise was not as high as the figure for men.
To a limited extent this also applies to the technical college level. Consequently, besides
graduates, women who had completed an apprenticeship or had passed a course at full-time
vocational school count among the winners of the labour market turbulences of the 1990s, as |east
as far as the labour market balance is concerned.

One reason for women doing comparatively well lies in the structural shift from the manufact-
uring sector to the service sector. The decline in employment affected above all industries in
which predominantly men work. Conversely women are traditionally more strongly represented
in the growing service sector. Thus the number of jobs in the manufacturing industry (including
construction) fell by some 15% between 1991 and 1997, whilst employment grew by 12% in the
service sector.

A further reason can be seen in the stronger shift from full-time to part-time jobs (cf. Federal
Statistical Office, various years), since part-time employment continues to be a women’s domain.
Thus the part-time rate among men stood at a mere 4.2% in 1997, that of women on the other

IAB Labour Market Research Topics 38 (2000) 7



hand stood at 39% (cf. ibid.). The largest employment gains were however achieved in the part-
time sector. However, what is responsible for this development - according to the German
Ingtitute for Economic Research (DIW) - is not necessarily "... a systematic decline of full-time
employment. It is far more the case that the regular employment relationship’ - measured by the
entire labour force - is losing importance because the activity rate is increasing and more and
more of the previously non-active population are pursuing part-time work™ (DIW-Wochenbericht
1998, p.807).

25  Qualification-specific labour market balances and sectoral change

The changes in the qualification structure of the labour force are connected with the changes in
the sectoral structure. Between 1991 and 1995, atotal of 140,000 jobs were lost in agriculture and
forestry (primary sector) and a further 1.4 million in the manufacturing industry (secondary
sector), whereas conversely in the same period employment gains amounting to 1.3 million jobs
could be chalked up in the services sector (tertiary sector) (Figure 5). It was only by means of the
gains in the tertiary sector that the employment losses could be held in check in the balance, at
230,000 people.

These sectoral shifts in emphasis led, however, to very different results in the various
qualification groups.

The main people affected by this development were workers without formal vocational training,
those who had completed a company apprenticeship and those who had passed a technical college
course. They lost some 1.6 million jobs in manufacturing, agriculture and forestry together.
Nevertheless, an important difference can be ascertained between these groups. Whereas the
"unskilled" lost jobs in all sectors, the high employment losses of amost 1.1 million jobs in the
primary and secondary sectors among those who had completed an apprenticeship and those who
had attended technical college were compensated for at least in part by employment gains in the
service sector (+853,000).

The sectoral structural change had a decidedly favourable effect on graduate employment,
however. Graduates of polytechnics and universities gained jobs in all branches of the economy,
but in particular in the service sector (+533,000), in which 78% of all higher education graduates
were aready working in 1995. But even in the manufacturing industry, which was badly affected
by the crisis, they were able to gain at least 50,000 jobs - in contrast to all the other qualification
groups.

IAB Labour Market Research Topics 38 (2000) 8



Figure5

Changes in the labour force (without trainees)
between 1991 and 1995
acc. to qualifications and industries

- former West Germany, in thousands - ‘
+5 * 50 | |

no training apprent./f-t. vocational school poly/univ. qualification
||
62 -16
- 130 )
- 392 Service sector +1325 I
total

agriculture,
forestry, fishing - 141 ‘

-1071

manufacturing industry - 1413 ‘

Source: microcensuses; own calculations

Interesting developments on the graduate labour market can also be seen with regard to the
employment forms. Seen in absolute terms, the job gains were still concentrated on the area of
dependent employment, but on the other hand there is an increasing number of graduates starting
up their own businesses. Between 1991 and 1995 the number of self-employed graduates rose by
145,000. This means that ailmost a quarter of all gainsin the area of graduate employment could
be attributed to business start-ups. In contrast with this the leap into self-employment played
hardly any role among all the other qualification groups (balanced: +7000).

2.6  Qualification-specific employment balances accor ding to working time

The employment balances discussed so far always referred to jobs or holders of jobs. Especially
in recent years a demand for more part-time work has frequently been expressed for the fairer
distribution of a shrinking volume of work and for an improved compatibility of family and
occupation. In this respect the question comes to mind as to whether the employment balances
discussed so far, which are person-related and qualification-specific, do not portray a distorted
picture because they fail to take into consideration the different distribution of the volume of
work over the individual qualification levels. It is therefore necessary to take into account the
changes in working time when cal culating the balance.

Unfortunately the data material used does not permit a clear differentiation between full-time and
part-time work, because the standard working week is regulated very differently in the individual
branches of the economy. Thus for instance in the metal and electrical industries the 35-hour
working week was aready introduced years ago as the collectively agreed standard working
week. In spite of all the lack of clarity it is possible to recognise at least the trend in the
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restructuring of working time by means of the data material classified according to weekly hours
of work (cf. Figure 6).

Figure 6

Changes in the labour force (without trainees)  between 1991 and 1995

according to vocational qualifications and weekly working time
- former West Germany, in thousands

+
a208 .o :
+120
v4 +38 +80

no qualifications apprent./f-t. vocational school poly./univ. qualification
‘ ‘ 26 to 35 hours + 503
up to 25 hours  + 545
total
9
Source: microcensuses; own calculations 36 hours and above -1276

As concerns the "unskilled" it was almost exclusively jobs with a long working week that were
lost, probably in particular full-time jobs (36 hours and above: -626,000), which were not even
approximately compensated for by gainsin the part-time sector. This means that the unskilled lost
even more volume of work than is expressed in the person-related employment balances.

Workers with an apprenticeship or technical college qualification, too, lost the most in the class
"36 hours and above" with more than 1 million job losses. But unlike the low-skilled they were
able to achieve gains at least in part-time employment (up to 25 hours. +420,000) and in the
mixed class "26-35 hours', which is not clearly delimitable (+385,000). Nevertheless it must be
pointed out that, referring to the volume of work, this qualification segment, too, had to accept
heavier setbacks than is expressed by the job balances. This change in the structure of working
time affected predominantly women. They lost above al full-time jobs in the manufacturing
industry and gained mainly part-time jobs in the service sector (cf. Engelbrech, Reinberg 1997).

Graduates mainly gained full-time jobs (36 hours and above: +388,000), but were also able to
reinforce their position in the part-time sector (up to 25 hours: +120,000) and in weekly working
times of 26-35 hours with +80,000. This means that in contrast to all the other comparison
groups, those with higher education gained clearly more in volume of work than the person-
related job balances show.
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When taking the volume of work into account, the gap in the employment balances between the
lower and the upper qualification levels diverges even more widely than has been shown so far.

2.7 Development of graduate employment that isadequate for the qualification level

As shown, the growing number of university graduates in recent years has led to a continuous
increase in the size of the graduate workforce. An explanation pattern often expressed in this
connection implies that as a result of the high degree of underemployment, graduates press for
jobs that do not necessarily require a higher education qualification or in other words:
underemployment triggers off a displacement competition from "top" to "bottom".

Let uslook into this thesisin the following.

If increased displacement processes were responsible for the change in the qualification structure

on the labour market of the nineties, then this would have become noticeable in adistinct increase

in "inadequate” graduate employment. Analyses by Biichel and Wefl3vhiuh use data from

the socio-economic panel to estimate for the period 1984-1995 the extent of employment of
polytechnic and university graduates which is inadequate for the qualification level speak more
against this thesis at least for western Germany. Although the proportion of inadequately
employed western German graduates rose slightly between 1991 and 1995 from 13.7% to 14%,
this small increase of 0.3 percentage points can hardly explain the considerable employment gains
of over 400,000 among graduates in this period.

Despite certain deficiencies in clarity the microcensus also provides some important indicators in
explanation, such as for example the position in the company and the income. Although the
employment gains of graduates were concentrated mainly on middle company positions and not
on the management levels, contrary to popular opinion middle positions within the company
hierarchy are not in any way contradictory to academic job contents. On the one hand there are
graduate occupations for which managerial functions are rather atypical, such as a teacher or a
judge; on the other hand for graduates entering the workforce their career usually begins in such
middle positions in the company whilst managerial functions can generally only be attained after
many years of work experience (cf. Plicht et al 1994). In addition to this the newly created
graduate jobs are by no means badly remunerated. The analysis of changes according to net
monthly income shows more that the greatest gains were achieved in the uppermost income
bracket of DM 4500 and above (cf. Reinberg 1997).

Thus the present results at least do not give any obvious indications of any considerable
expansion of graduate employment that is inadequate for the qualification level. It is more the
case that the employment gains among graduates seem to be concentrated on the middle company
positions and quite well-paid jobs. This means that in explanation of the change in the structure of
gualifications on the western German labour market, displacement processes in a downward
direction played more of a subordinate role.

& ¢f. Biichel, WeiRhuhn 1996
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3. New Lander and Berlin-East

After the German reunification the transition from the centrally planned economy of the former
GDR to the social market economy took place in aradical manner. It touched practically al areas
of life of the citizens in the new L&nder, not least though the labour market. The initial euphoria
of bringing the living conditions in the East into line with those of the West in a comparatively
short time is in the meantime giving way to the view that it is probably more a case of long-term
processes. And thisis trying the patience of eastern Germany’s citizens, as the following accounts
prove.

31 Development of employment and unemployment after reunification

In the former GDR the level of employment was determined considerably by the demographic
development as a result of the political constitution. Though unemployment existed formally, it
was quantitatively insignificant (cf. Fischer et a 1993). The labour force participation of women
was also markedly high. The female activity rates stood at over 90% in the eighties (cf. Friedrich
Ebert Stiftung 1987).

The level of employment was correspondingly high. In 1980 nine million GDR citizens were in

work (Figure 7), in 1985 aready 9.3 million and just before the fall of the Berlin Wall, in
September 1989, the employment figure stood at 9.6 million (cf. Bielenski 1991).”

Figure 7

Development of the employment and
unemployment figures in the new Lédnder
and Berlin-East
persons in millions
0.0
0.0
0.7
1.0

1.1

unemployed
employed

19801 1985% 199021991 1992 1993 1994 1995 1996 1997

1) 1AB/education and training account - east (end-of-year stock)

2) |JAB/labour market monitor (as of: 11.1990)

Source Employed (without trainees) according to microcensuses; unemp. statistics
(September surveys)

But aready shortly before reunification the first repercussions of the economic transformation
process were noticeable. By the end of 1990 the number of people in gainful employment had

" Thisincludes an estimate value of about 0.7 million employed people who were classified in the so-called X sector

(police, military and national security organs) and were not shown in GDR statistics.

IAB Labour Market Research Topics 38 (2000) 12



fallen to 8 million. At the same time unemployment occurred on a larger scale for the first time
(670,000). As early asthe following year afurther 500,000 jobs were lost, combined with arisein
unemployment to some 1 million people. The number of economically active people levelled off
at the low level of 6.2 million by 1997, whilst unemployment rose to over 1.3 million in 1997.

So much on the developments of the former GDR. The focus of this paper, however, is the
absolute figures of the labour market balances since reunification and they have developed quite
differently in the two parts of the country.

3.2 Qualification-specific unemployment

Alone the development of the qualification-specific unemployment shows that there continues to
be a gap between the labour markets of western and eastern Germany. Although the order in
which the qualification groups in the East are affected by unemployment are largely identical to
those in the West, the gaps between the individual qualification groups are not the same. In 1997
the overall unemployment rate in eastern Germany was, at 18.4%, almost double that in the West
(9.5%). The greater degree to which unemployment affected people can be seen at all
qualification levels, in particular though among those without formal qualifications (Figure 8).

Figure 8

Qualification-specific unemployment rates 1991 to 1997

-New Lédnder and Berlin-East -
Percent
60

55.0% no training
55

50

45

40

35 —

30

25 20.1% apprent./f-t. voc. school

20 ,J 18.4% Total

15 ———

6.8% tech. college

l:‘\ | ]

0

J 6.3% university

4.3% polytechnic

91 92 93 94 95 96 97

Unemployed as percentageof total civilian labour force (without trainees)

with the same qualification level
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Sources: own calculations on basis of: structure surveys of the Fed. Employment
Services (end of September each year); microcensuses

More than half of all economically active people without vocational training (55%) were out of
work in 1997. Two years previously it was 44.1%, in 1991 the rate stood at just 31%.
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The level apprenticeship/full-time vocational school is affected to a clearly overproportionate
extent. Between 1995 and 1997 their rates grew from 15.3% to 20.1% (1991: 12.5%).

Therest of the groups then follow with a clear gap. The rate of the technical college level stood at
6.8% in 1997, that of university graduates at 6.3%. Like in western Germany it was also eastern
Germany’s polytechnic graduates who, at 4.3%, were least affected by unemployment. What the
three last-mentioned groups have in common is that their rates remained comparatively stable in
recent years or even fell dightly.

3.3  Labour market balances of various qualification levels

In order to assess the actual events on the labour market it is important particularly in the new
Landerto interpret the development of the unemployment rates against the background of the
employment and unemployment figures. Between 1991 and 1995 the employment figure in
eastern Germany fell from 7.5 million to 6.5 million. In the same period unemployment hardly
changed though. The supply of labour (economically active people plus the unemployed) fell by
about 1 million in this period.

Figure 9

Changes in the employment and unemployment figures
- New Lé&nder and Berlin-East, persons in thousands -
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Source: Structure surveys by the Fed. Employment Service (end of Sept. each year); microcensus (cases without details
on qualifications divided proportionally among all qualification groups for each age class

Also between 1995 and 1997 the employment cuts continued, although they had slowed down
distinctly. But unlike in the first period there was now a clear increase in unemployment. What
contributed to this was not least the cutting back of employment and training measures from
1996.

In both of the observation periods the job losses fell heavily amost solely on the lowest and the
two middle qualification levels (Figure 9). The level apprenticeship/full-time vocational school
was the one hardest hit by the employment cuts, followed by people with technical college
qualifications and those with no formal qualifications. Almost the entire increase in the number of
unemployed in the second period was supplied by just these three qualification levels.
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Also between 1995 and 1997 only university and polytechnic graduates escaped the employment
cuts. Of the two graduate groups in particular polytechnic graduates were able to gain jobs again.
Like in the first half of the decade the rise in unemployment among graduates remained very
limited even after 1995.

The causes for the serious decrease in the labour force, which continued into the mid-1990sin the
new Lander, could be found mainly in alarge number of people moving to western Germany, in a
reduction in the labour force participation of eastern German women, in older workers taking
advantage of early retirement regulations, in the intensive use of employment and training
measures and not least in a rapid increase in the participation of young eastern Germans in
education and training.

Some of these factors that characterised the phase of radical change have ceased to apply since
the mid-nineties. The wave of moves to western Germany has subsided, the early retirement
regulations have for the most part ended, active employment and training measures have been cut
back clearly, the employment inclination of eastern German women remains high and still lies
above that of western German women. And the participation of young people in education and
training has already risen above the level in the West.

For these reasons there is probably no reason to expect another clear reduction in the labour
supply in the coming years, such as the one which was still easing the pressure on the eastern
German labour market considerably until the mid-nineties (cf. Fuchs 1998).

34  Gender-specific labour market development

Until as late as the mid-1990s women were hit to an overproportionate extent by the decline in
employment following the fall of the Berlin Wall. Between 1991 and 1995 they bore a good two
thirds of the entire decline in employment which amounted to atotal of about one million.

In the second period there were indications that the tension on the labour market was easing
dlightly for women in the new Lander. Since 1995 more men than women have lost their jobsin
eastern Germany, too, which led to a definite increase in unemployment in particular anong men
(cf. Figure 10).

Nevertheless, very little has changed in the unequal gender-specific labour market risk. In 1997,
too, the female unemployment rate, at 22.4%, was still clearly higher than that of men (14.8
percent; annex 1).

However, these developments that were different as regards gender-specific matters did not affect
al qudification levels. At least until 1995 women in the middle and lower qualification levels
were the clear losers of the crisis. In the segment apprenti ceship/full-time vocational school alone
they lost almost twice as many jobs as men in this period. A comparable disparity can also be
seen among the "unskilled". At technical college level the employment losses anong men and
women roughly balanced each other; and in the area of graduate employment women and men
participated in the gainsto an equal degree.
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Figure 10

Changes in the employment and unemployment figures acc. to gender
- New Lédnder  and Berlin-East, persons in thousands -
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Source: Structure surveys by Federal Employment Service (end of September each yaer); microcensus (cases with
no details on qualifications divided proportionally among all qualification groups for each age class).

Also the change in the trend after 1995 was concentrated on the middle and lower qualification
levels. In the two middle qualification levels it was now above all men's jobs that were the
victims of the employment crisis. In the segment of "workers without formal qualifications' the
reduction of employment relationships, which had affected women in particular up until 1995,
dowed down considerably. Among the men the unemployment stocks also built up more
intensively in the second period than they did among women.

A comparison of the two periods makes clear that at |east shortly after the fall of the Berlin Wall
the structural change in eastern Germany triggered off an increased displacement competition
between men and women. Until the mid-1990s women lost more than half of all jobs not only in
the manufacturing sector; they were also unable to maintain their position in the previously
"female" service sector for which men were now pressing increasingly.

It is only since the mid-nineties that the burdens of the economic transformation process in the
new Lander have hit both sexes roughly equaly hard. The employment losses in the
manufacturing industry now concentrated on men. The growths in the service sector, which were
small anyway, were alotted amost equally to men and women. In view of rather bleak future
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prospects for eastern Germany’s labour market, we can only hope that no new displacement
competition falling heavily on women will begin, since their labour market situation is already
more than tense with an average unemployment rate of over 22% in 1997.

35  Qualification-specific labour market balances and sectoral change

Like in former West Germany the employment |osses were concentrated in eastern Germany, too,
in the manufacturing sector (secondary sector) and in agriculture and forestry (primary sector). In
both of these sectors of the economy together more than 1.1 million jobs were cut between 1991
and 1995. But unlike in western Germany the service sector (tertiary sector) did not have enough
momentum to compensate decisively for the considerable job losses in the primary and secondary
sectors of the economy. The balance of gains and losses in the service sector here was a mere
+67,000 (Figure 11).

Figure 11
Changes in the labour force (without trainees)
between 1991 and 1995 acc. to qualifications and industries
- New Lénder and Berlin-East, persons in thousands -
no training apprent./f-t. vocational school pon /univ. qualification
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-743

Source: microcensuses; own calculations

The group with no vocational qualifications and that of apprenticeship/full-time vocational school
lost altogether in all economic sectors just over 1.1 million jobs, mainly in the primary and
secondary sectors. In addition to this they also had to accept job losses in the service sector. Any
compensation for the job cuts in the manufacturing industry resulting from the shift towards a
service society thus passed by these qualification groups.

In contrast to all the other qualification levels, workers with higher education qualifications not
only escaped the drastic employment losses in the primary and secondary sectors to a large extent,
they were even able to gain another 123,000 jobs in the service sector. In eastern Germany, of all
the qualification groups only graduates benefited in numerical terms from the expansion of the
Sservice sector.
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Also as far as becoming self-employed is concerned, the picture is similar to that in the West, as
the greatest employment gains among eastern German graduates can be attributed to business
start-ups (+75,000). Thus 55% of all new business start-ups in eastern Germany between 1991
and 1995 were ventured by graduates. This circumstance is al the more remarkable as graduates
made up a mere 15% of overall employment in 1995.

3.6  Qualification-specific employment balances accor ding to working time

For the new Lander, too, it is necessary to look into the question as to whether the qualification-
specific labour market balances discussed so far, which are linked to employment figures, are still
valid when taking into consideration the volume of work. Figure 12 shows the profit/loss
calculation according to working time classes for various qualification groups.

Figure 12

Changes in the labour force (without trainees) between

1991 and 1995 acc. to qualifications and weekly working hours
- new Lénder and Berlin-East, in thousands -
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total
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Source: microcensuses; own calculations

Here the following picture emerges:

Unskilled workers lost almost exclusively full-time jobs (36 hours and above: -157,000). In
comparison with this the job gains in the two lower working time classes (up to 25 hours and 26
to 35 hours) are quantitatively rather insignificant with +2000 and +7000 respectively. This
means that in eastern Germany, too, this group lost far more volume of work than the person-
related employment balances express.

A comparable picture can be seen for workers who have completed an apprenticeship or passed a
course at full-time vocational school. They lost atotal of 1.06 million full-time jobs between 1991
and 1995. But unlike in the West this qualification group was not able to compensate even
approximately for the considerable losses in full-time employment with an increase in part-time
employment. The plus of jobs in the delimitable part-time sector of up to 25 working hours per
week did just as modestly, with +31,000, as the employment gains in the hard-to-delimit full-time
| part-time class of "26 to 35 hours' (+36,000). As regards the losses in volume of work, in
eastern Germany people who had completed an apprenticeship or passed a course at full-time
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vocational school were consequently the main losers of all the comparison groups in the whole of
Germany.

The opposite is found among the two graduate groups. They gained clearly more volume of work
in eastern Germany, too, than the person-related job balances show, since they were able not only
to gain 51,000 full-time jobs, but also to strengthen their lead in the two lower working time
classes.

3.7 Development of graduate employment that isadequate for the qualification level

For eastern Germany there is some reason to believe that the comparatively favourable labour
market position of graduates could only be achieved at the expense of a growing share of
"inadequate” employment.

For instance Biichel and WeiBhdhtetect a clear increase in the number of university graduates
in employment for which they are overqualified from 19.3% to 28.5% between 1991 and 1995.
However, the authors rightly point out that these findings can only be compared partly with the
western German labour market situation. In the héwder the problems associated with the
guantitative delimitation of inadequate employment are always also mingled with the question as

to the extent to which the vocational qualifications acquired during the times of the GDR were

still usable under market economy conditions. Although it is hardly possible to distinguish the

two components clearly, on the other hand alone the extent of this development at least until the
mid-nineties suggests increased displacement processes from top to bottom.

The results of the microcensus, too, point in the same direction. Thus eastern German graduates
were only able to achieve employment gains in the lower half of the company positions, whereas
they had to accept job losses in the higher positions (cf. Reinberg 1997).

4, Summary

In Germany it has been true for years that the lower the formal vocational qualification level, the
poorer the position on the labour market. Whilst university and polytechnic graduates were able
to gain jobs continuously in the nineties, the labour market chances of people without a
vocational training qualification deteriorated constantly. In 1997 almost one in four people with
no vocational qualification was out of work in western Germany, and the figure for eastern
Germany was already more than one in two. But also the middle qualification levels are being
more and more seriously affected by employment cuts. These fundamental development
directions in the change in the qualification structure in the employment system proceeded in a
noticeably stable manner and are identical in the old and the new Landerto alarge extent.

The changes in the qualification structure of the labour force are connected with the change in the
sectoral structure. The employment crisis of the nineties affected the manufacturing sector in
particular. Alone in western Germany about 1.4 million jobs were lost in this sector of the
economy between 1991 and 1995, with another 850,000 lost in the new Lander, and this was
almost solely at the expense of the lower and middle qualification levels. In the same period the
service sector in western Germany recorded gains of a good 1.3 million jobs. People who had
completed an apprenticeship or passed a course at full-time vocational school were also able to
participate in this growth, but measured by overall employment, graduates benefited most from it.
It was different in eastern Germany: there the development in the service sector did not have

8 Cf. Buichel, WeiRhuhn 1996
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enough momentum to balance out the considerable job losses in the manufacturing industry even
to a small extent. It was aimost exclusively graduates who benefited from the employment
increases in the service sector, which were only small anyway.

Particularly in recent times the demand is being heard for more part-time employment in order to
distribute more fairly a shrinking volume of work as well as to improve the compatibility of
family and occupation. In this respect one cannot help asking whether a different picture would
emerge of the employment balances of the different qualification levels if the volume of work
were taken into account. Between 1991 and 1995 part-time work increased considerably in
western Germany, but only dightly in eastern Germany. Also these developments did not proceed
equally for al qualification levels. Whereas unskilled workers and people with a vocational
training qualification mainly lost full-time jobs and were only able to gain part-time jobs on a
smaller scale, graduates made gains predominantly in the full-time sector, but also in part-time
employment. This means that when taking into consideration the volume of work the
discrepancies between the upper and lower qualification levels grow even wider than is expressed
by the person-related job balances.

If this labour market development is considered according to gender-specific aspects, then it can
be ascertained that in the old Lander the situation of the men on the labour market has
deteriorated considerably. Whereas they have had to accept employment losses since 1991,
women are recording gains, above all in the middle qualification levels. As a consegquence of
these developments the unemployment rates of men and women in the west are at virtualy the
same level. In the new Lander, on the other hand, the decline in employment after reunification
fell most heavily on women, at least until the mid-nineties. This trend has reversed in the
meantime, however. After 1995 the loss of jobs affected above all men with an apprenticeship or
avocational college qualification. Nevertheless women continue to be far more seriously affected
by unemployment than men.

For the two parts of the country there are different answers to the question as to the extent to
which the employment gains of graduates correspond to an increase in "inadequate” graduate
employment. Formulated cautioudly, the present results are in favour of answering the question
positively for eastern Germany. But this does not apply to western Germany where the present
results do not give any noticeable indication at least of a great expansion of graduate employment
that is unsuited to the qualification level.
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Annex la: Qualification-specific unemployment rates according to gender and regional classification

Qualification level 1975|1976 | 1977 | 1978 | 1979 1980 1981 1982|1983 1984 1985 1986 1987 1988 1989|1990 1991 1992 1993 1994 1995 1996 | 1997

Germany (1)

Men ®3) @
no training 60 47 51 51 43 54 89 128 144 14.7 160 159 176 172 154 14.0 151 174 21.3 222 232 26.0 29.2
apprent./f-t. voc. school 26 22 20 18 15 16 26 46 52 53 54 47 48 48 43 39 48 52 66 68 7.0 81 92
tech. college 12 13 10 07 05 06 08 13 15 13 12 11 12 13 12 10 26 18 22 23 23 28 32
polytechnic 26 27 24 17 14 13 18 29 33 30 28 24 25 27 24 21 23 22 29 31 31 28 28
university 13 16 1.7 14 14 16 21 27 32 34 35 32 34 36 32 29 37 32 37 38 37 37 40
total 34 28 27 25 20 23 38 61 6.8 6.8 70 64 67 65 57 50 57 62 77 80 82 93 103
Women
no training 61 58 62 63 57 62 87 108 122 123 139 146 156 157 145 127 141 164 194 199 20.7 223 246
apprent./f-t. voc. school 35 40 41 38 33 34 46 61 68 68 73 67 66 65 59 50 73 83 95 95 93 96 110
tech. college 34 51 59 63 47 41 61 92 95 94 92 85 83 84 75 61 65 57 70 63 6.0 70 80
polytechnic 41 47 46 37 38 41 56 77 80 79 85 78 73 75 68 53 50 45 51 44 42 33 35
university 11 15 19 20 21 24 36 45 56 62 69 67 71 75 64 57 60 52 54 52 52 50 55
total 47 48 50 49 43 45 62 80 89 89 96 94 95 94 84 71 85 96 110 109 108 112 125
Men + Women
no training 61 53 56 57 50 59 88 11.8 133 135 149 152 166 164 150 133 145 169 203 21.0 219 242 26.9
apprent./f-t. voc. school 29 28 27 25 21 22 33 51 58 59 61 55 55 55 50 43 59 66 78 80 80 87 100
tech. college 15 19 18 16 13 13 18 27 30 28 27 26 27 27 25 21 39 31 38 36 36 43 48
polytechnic 28 30 27 21 18 18 25 38 42 40 40 35 35 37 34 28 30 28 35 34 34 30 30
university 12 16 18 16 1.7 1.9 26 33 40 43 46 43 47 49 43 39 45 39 43 43 43 42 45
total 39 36 36 34 29 32 48 68 7.6 76 81 7.6 7.8 77 68 59 69 76 91 92 93 101 113
Old Lénder and Berlin-West
Men 3) 3)
no training 60 47 51 51 43 54 89 128 144 147 160 159 176 17.2 154 140 140 155 195 21.1 220 247 27.1
apprent./f-t. voc. school 26 22 20 18 15 16 26 46 52 53 54 47 48 48 43 39 37 41 57 63 63 71 76
tech. college 12 13 10 07 O5 06 08 13 15 13 12 11 12 13 12 10 10 11 16 18 19 24 26
polytechnic 26 27 24 17 14 13 18 29 33 30 28 24 25 27 24 21 19 21 28 31 30 27 26
university 13 16 17 14 14 16 21 27 32 34 35 32 34 36 32 29 27 27 32 35 34 33 34
total 34 28 27 25 20 23 38 61 68 68 70 64 67 65 57 50 48 54 71 78 79 88 93
Women
no training 61 58 62 63 57 62 87 108 122 123 139 146 156 157 145 127 118 129 159 17.3 181 19.8 214
apprent./f-t. voc. school 35 40 41 38 33 34 46 61 68 68 73 67 66 65 59 50 43 44 55 58 59 64 7.0
tech. college 34 51 59 63 47 41 61 92 95 94 92 85 83 84 75 61 51 50 60 60 60 77 80
polytechnic 41 47 46 37 38 41 56 77 80 79 85 78 73 75 6.8 53 42 41 47 44 43 35 34
university 11 15 19 20 21 24 36 45 56 62 69 67 71 75 64 57 52 48 52 52 51 49 52
total 47 48 50 49 43 45 62 80 89 89 96 94 95 94 84 71 63 66 81 84 86 92 98
Men + Women
no training 61 53 56 57 50 59 88 118 133 135 149 152 166 164 150 133 128 141 176 19.1 200 222 242
apprent./f-t. voc. school 29 28 27 25 21 22 33 51 58 59 61 55 55 55 50 43 39 43 56 61 62 68 74
tech. college 15 19 18 16 13 13 18 27 30 28 27 26 27 27 25 21 19 20 26 28 29 36 39
polytechnic 28 30 27 21 18 18 25 38 42 40 40 35 35 37 34 28 25 26 33 35 34 29 28
university 1.2 16 18 16 17 19 26 33 40 43 46 43 47 49 43 39 35 34 39 41 40 39 41
total 39 36 36 34 29 32 48 68 76 76 81 76 78 77 68 59 54 59 75 80 82 90 95
New Léinder and Berlin-East
Men ) 3 O
no training 268 39.9 44.8 375 39.1 449 536
apprent./f-t. voc. school 92 97 101 90 98 119 153
tech. college 67 40 44 37 36 45 53
polytechnic 57 37 32 29 33 35 45
university 70 49 54 50 49 52 6.2
total 95 10.0 105 9.0 9.6 115 148
Women
no training 340 482 53.0 482 480 50.2 56.2
apprent./f-t. voc. school 16.0 219 23.8 23.0 21.7 214 256
tech. college 74 63 79 66 59 64 80
polytechnic 89 68 70 42 37 29 40
university 79 63 60 54 53 54 6.6
total 150 19.8 215 199 187 188 224
Men + Women
no training 31.0 44.8 49.6 43.8 441 479 550
apprent./f-t. voc. school 125 154 164 155 153 16.3 20.1
tech. college 71 52 63 53 49 56 6.8
polytechnic 68 48 45 33 35 33 43
university 73 54 57 51 51 53 63
total 12.2 147 158 142 139 150 184
Unemployed as % of the entire civilian labour force (excluding trainees) with the same qualification level IAB\A.Reinberg (Oct. 1998)
Workers with no details on qualifications were divided proportionally according to age classes across all qualification groups
(Sources: Federal Employment Services (Special studies on unemployment; at end of September each year); microcensuses)
1) 1975 -1990 only former West Germany
2) Qualification structure of the unemployment according to the 1991 microcensus, structures according to the basic figures of the unemployment statistics
3) provisional results
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Annex 1b: Unemployment and employment figures according to qualification level, gender
and regional classification

Unemployed (in thousands)

Qualification level Men Women Total
1991 ‘ 1995 1997 1991 1995 1997 1991 1995 1997

0Old Ladnder and Berlin-West
no training 387 626 743 374 530 596 762 1157 1339
apprent./f-t.voc.school 375 636 757 315 464 572 690 1100 1329
tech.college 19 36 50 29 37 51 a7 73 100
polytechnic 18 34 32 13 17 17 31 50 50
university 39 58 60 40 50 55 79 108 115
total 839 1390 1643 771 1098 1290 1610 2488 2933

New Léncler and Berlin-East
no training 68 83 131 123 134 160 191 217 290
apprent./f-t.voc.school 251 243 382 399 463 560 650 706 942
tech.college 52 20 28 66 41 52 118 62 80
polytechnic 6 6 9 5 4 5 12 9 14
university 34 22 28 24 16 21 58 38 49
total 411 375 578 617 658 797 1028 1033 1375

Germany
no training 455 709 874 497 665 755 952 1374 1630
apprent./f-t.voc.school 626 880 1140 714 926 1132 1340 1806 2272
tech.college 70 57 77 95 78 103 165 135 180
polytechnic 24 39 41 18 21 22 43 60 64
university 73 80 88 64 66 75 137 146 163
total 1250 1765 2220 1388 1756 2088 2638 3521 4308
Source: Structure survey by the Federal Employment Services (end of September each year)
Employed (in thousands)
Qualification level Men Women Total
1991 | 1995 | 19977 1991 = 1995 | 19977 1991 | 1995 19977

Old Lénderand Berlin-West
no training 2458 2304 2079 2804 2374 2188 5262 4678 4267
apprent./f-t.voc.school 10122 9622 9370 7047 7355 7559 17169 16977 16929
tech.college 1985 1899 1890 529 574 581 2514 2473 2471
polytechnic 955 1050 1249 295 381 493 1250 1431 1742
university 1455 1661 1721 726 927 1011 2181 2588 2732
total 16975 16536 16309| 11401 11611 11832 28376 28147 28141

New Lénderand Berlin-East.
no training 193 148 138 239 136 124 432 284 262
apprent./f-t.voc.school 2535 2308 2174 2088 1673 1625 4623 3981 3799
tech.college 735 564 494 824 646 603 1559 1210 1097
polytechnic 108 156 188 55 103 123 163 259 311
university 445 435 429 276 287 293 721 722 722
total 4016 3611 3423 3482 2845 2769 7498 6456 6192

Germany

no training 2651 2452 2217 3043 2510 2312 5694 4962 4529
apprent./f-t.voc.school 12657 11930 11544 9135 9028 9184| 21792 20958 20728
tech.college 2720 2463 2384 1353 1220 1184 4073 3683 3568
polytechnic 1063 1206 1437 350 484 616 1413 1690 2053
university 1900 2096 2150 1002 1214 1304 2902 3310 3454
total 20991 20147 19732| 14883 14456 14601 35874 34603 34333

Source: Microcensuses, own calculations by the IAB

Workers with no details on qualifications were divided proportionally according to the age classes across all qualification groups

1) provisional results
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