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1. I ntroduction

The demand sde of the labour market in Germany was long neglected with regard to Satistics
on and anadysis of uncovered labour demand, placing diagnostic and prognostic estimates on
shaky ground to a great extent. Research efforts to shed light on this “blind spot” were par-
ticularly caled for during phases when the economy was booming, as companies complained
about a labour shortage, particularly alack of skilled workers. There were frequent complaints
about supposed or actua structura discrepancies on the labour market, functiona weak-
nesses, and alack of transparency.

Stetigtics on job openings registered with the Labour Offices were increasingly criticised ke
cause they only partidly reflect uncovered demand on the labour market. The cdls for com+
plete, up-to-date statistical documentation of total uncovered requirements for labour and the
gructure of such demand became increasingly audible. A “reporting system on the aggregate
national supply of jobs’ was needed.

The Indtitute for Employment research (IAB — Indtitut fir Arbeitsmarkt- und Berufsforschung)
followed up on those suggestions and in 1989 conducted the first representative survey of es-
tablishments with the main objective of combining information on unregistered openings with
that of the openings registered by Bundesangtat fur Arbeit (BA) in order to determine the ag-
gregate nationa supply of job openings'. The survey has been conducted during the fourth
quarter of every year since that time. It was expanded to include the new German Lander in
1992. The early surveys were conducted for BA by Gesdllschaft fir Konsumforschung (GFK)
of Nuremberg, as wdl asifo Ingtitut fir Wirtschaftsforschung of Munich. Economix Research
& Consulting of Munich has surveyed the companies since 2000.

Efforts to conduct a quarterly survey of the aggregate national supply of jobs, organised by
Eurodat, are currently underway at the European Union (EU). Information available so far on
this complex of questions is very different in the participating countries. Some countries (such
as Spain, Netherlands, and Germany) are currently conducting different types of surveys while
others (such as Grest Britain) are ill in the introductory phase, and till others are not yet do-

ing any studies.

2. Theoretical basisand practical feasbility of the study

! Companiesin Germany are not required to register their unfilled positions with the Labour Office.
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Compensatory processes on the labour market are consderably influenced by the individua
supply and demand stuation. The scope of the labour supply at the aggregate nationa leve
has been determined for many years using the IAB concept for potentid labour force. The
covered demand for labour at the aggregate nationa level is measured by the number of eamn+
ployed persons. Uncovered demand comprises three components. registered job openings,
unregistered job openings, and latent job openings. While the firgt two components represent
the counterpart to the registered unemployed and the active hidden unemployment of the po-
tential |abour force (see Fig. 1), the last one as “passive hidden job openings’ is to some ex-
tent the counterpart of the passve hidden unemployment of the labour supply, because the
companies will not actively offer and fill these positions, unless an appropriate applicant was

avalable?.

Information going beyond current statistics on registered positions, including a periodic “re-
porting system on aggregate nationa |abour requirements’, can be obtained only from compa-
nies and adminigrations, because they actualy decide on the deployment of technica capaci-
ties and labour. Therefore, broad-based, representative, nationa establishment surveys were
conducted.

The point of departure of the survey was the staffing requirements of enterprises and admini-
drations. Those requirements can mean two things from the viewpoint of the individua com-
pany or adminigration:

- Wha are the “hiring requirements’? What is the tota number of al planned hires needed
for a given time period in light of anticipated departures or departures planned by the
company itsdf (fluctuation, migration, illness, periods without work, etc.) in order to reach
or maintain intended gtaffing levels? How many more (or fewer) employees is that com
pared with current levels? This would provide information about net staffing require-
ments.

- What gaffing leve is the company seeking, either now or for a foreseesble period, in or-
der to provide the expected production/performance output, taking into account the trend

2 The anal ogy to a hidden reserve on the labour supply side (potential employed workers) initially applies only for-
mally to the term itself. In terms of content, the concept of potential employed workers presupposes full employ-
ment conditions. In contrast, economic conditions at the time of the respective survey and requirements for applicants
from the company* s viewpoint apply to latent job openings. To that extent, the two categories are on different levels
of the consideration.
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for productivity and working time? These gross staffing requirements reflect the tota
volume of movement. They are aso of interest and indigpensable in severa regards, for
example for productivity caculations.

However, it must be remembered that the sum of dl individud company demand planning is
not identica to the development potentia of entire sectors or even the economy as a whole.
The aggregates derived from such individua company data tend to be too high, because the
planned gaffing increases in expanding companies cannot smply be added up and offsat
againg job losses as these may occur precisaly as a consequence of such expansion. How-
ever, it is dso possble to underestimate aggregate nationd staffing requirements because the
formation of new companies naturaly cannot be taken into account.

The decison to use company surveys does imply limitations to the quality and quantity of the
information from the outsat:

- Thelig of questions must be kept within narrow limits to encourage sufficient participation
by companies. Specific investigations cannot be expected.

- Only limited recdl can be assumed in the case of questions about events in the past.

- Experience indicates that the ability and willingness of respondents to predict company
trendsis limited.

- With regard to “qudlitative’ questions and assessments, it must be remembered that ar
swers can sometimes be influenced by the current public debate.

- Judgements by the companies concerning problems in filling positions represent only one
side of the coin. An overdl picture cannot be obtained unless job seekers are also i+
cluded.

- With regard to the case numbers required here, no face-to-face interview but only a postal
survey was judtifiable, both for cost reasons and due to the time spent by companies.

- For cost reasons, the number of included companies must be limited. That in turn reduces
the scope for andyss, for example, from the sectord and regiond viewpoint.

It is fundamentaly impossble to use company surveys to determine precisdy how many
workersin the individua economic sectors and regions or at the nationd leve are being sought
beyond the individud exiding levd of employment a the time of a survey. However, this
method can be used to obtain indicators showing the development and the different intensities
of demand in the economic sectors and regions and during certain time periods and can pro-
vide sufficiently reliable information about the aggregate nationd supply of job openings for
participants in the labour market.
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3. Objectives and content of the survey

The “aggregate nationd supply of job openings’ or “the total number of job openings’ takes
centre stage in the public debate, independent of whether they are registered with the Labour
Offices or not. What does this mean, and what information is truly being sought?

Fird, atime limit is needed. For example, a distinction should be made between positions to
be filled immediately (job openings) and positions that have aready been offered but are not to
be filled until later. That is because only the job openings can be compared with the number of
registered unemployed (who are looking for a job immediately and so must be available). At
the same time, positionsto be filled later for which companies are looking for employees &t the
time of the survey aso count as part of the aggregate nationd job supply at this point in time.

The survey must dso find out about possible functiond wesknesses in the labour market, in
order to identify starting points for any targeted efforts to promote the baance of supply and
demand on the labour market. The following information is extremely important to measure the

efficiency of the labour market:

- How long it takesto fill job openings

- Thetypeof problemsinvolved and the extent to which they affect thefilling of postions

- Theextent to which it isimpossible to fill job openings and the main reason for this

- How companies respond to such problems

- Whether there are externd restraints on company activities and what types of restraint are
involved (indicators for problemsin filling postions)

In the discussion about labour requirements, manpower shortages, and problemsiin filling pos-
tions, the question dso arises of whether further potentia remains for employment and growth
and what can be done to tap any exigting potentid. Problems in filling positions due to inter-
sectoral and intrasectora structurd transformation in subsectors of the economy — athough to
differing extents — may exist even in periods of overadl underemployment and week demand
for labour. Therefore, the survey aso asked about the following:

- Theextent to which acompany’s activities are affected by externa reasons
- What kind of reasons were generdly involved

A digtinction was made among externa reasons. lack of orders or of appropriate workers,
delivery problems with upstream suppliers, and (for companies in eastern Germany) financing

problems, ownership issues, and alack of infrastructure.

The companies could choose from any of the following responses regarding those redtrictions.
overtime/specid shifts, temporary work/part-time work, hiring of additional temporary staff,
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sreamlining, extending delivery dates/placing orders with subcontractors, not accepting a-
ders, and an open category. This information on company measures and strategies can be
compressed into indicators for the strains between supply and demand on the labour market.

To learn more about the extent of impediments to company activities, the companies were
asked whether they would have hired more workers over the last 12 months if a sufficient
number of people with the desired qudlifications had been available and, if so, how many. This
question is asked of dl companies, but primarily involves companies experiencing a labour
shortage. The question covers workers who would have been hired permanently and/or for a
shorter time (seasond or temporary gaff), as well as the length of time they were employed
over the past year. This information can ultimately be used to determine a retrogpective addi-
tional employment potential that might be seen as an indicator for the uncovered aggregete
nationa demand for labour. The absolute size of the additiona employment potentiad depends
on the economic Stuation. However, a certain base exists in the form of job openings coming
about in expanding companies due to frictiona and structural reasons.

The time structure of position filling processes can adso offer vauable clues on the €ffi-
ciency of the labour market. The survey is in part based on the most recently filled postion,
with a digtinction as to various categories. The process involved in filling a postion is most
thoroughly described as search time in the broad sense. This category indicates how much
time —in caendar days — passed before a job opening could be filled. Important decisons are
taken during that period, including the time point of the decision in favour of a certain candi-
date (indicated by the date on which the employment contract is sgned) and the earliest time
point when the position isto befilled (the date when the employee isto start work).

By comparing those time points with the beginning of the search for candidates or the time it
ends because the employee begins work, the following time categories can be derived: search
time in the narrow sense, position filling time, and job opening time. In terms of arithme-
tic, the search time in the broad senseis the sum of the search time in the narrow sense and the
position filling time (see Fg. 2).

The human resource policy and the business adminigtration interests of the company are amed
a keeping those time periods as short as possible to minimise friction cogs. An indicator for
the success of those efforts is the proportion of job opening time to search time in the broad
sense (the rdlative length of the job opening). The smaller the vaue of that indicator, the lower
the friction costs of anew hire probably are.

In concrete individud cases, the time period needed to recruit gpplicants and fill a postion de-
pends on the features of the position to be filled (required qudifications, job requirements re-
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lated to time and pay, etc.). But the availability and the profiles of the job seekers dso play an
important role (such as age and qudifications).

Ancther area of emphasisin the survey isthe channels used in the search for an appropriate
candidate to fill ajob opening. A digtinction is made among the following channds. individud
classfied advertisements, job offers on the Internet (included in the survey in the year 2000 for
the first time as a new way to recruit gpplicants), response to classified ads of job seekers,
Labour Office (including the sdf-information systems for employers and employees — AIS
and 9S), private employment agency, notice posted at the gates of the business, interna job
opening notice, sdlection from unsolicited applicationg/list of candidates, and through a com+
pany’s own employees.

A separate block of questionsin the survey was devoted to companies acceptance and use of
BA’s SIS information system (starting in 1992 in western Germany and 1994 in eastern Ger-
many). SIS is a computer-supported saf-information system that compiles lists of job open
ings for job seekers. It was progressively introduced into the Labour Offices starting in 1991
and is now available to the public on the Internet. The number of postions registered with the
Labour Office rose when the SIS was introduced.

Surveysin the New German Lander were supplemented to include questions on labour mar-
ket policies. Due to the difficult Situation on the labour market, a series of labour market policy
programmes had been implemented there on a massive scae, and new instruments had aso
been developed. So additiona questions were asked about job creation schemes known as
ABM and structural adaptation schemes known as SAM (previoudy 8249 h AFG [German
Promoation of Employment Act]) in order to find out about the companies views of those in-
struments.

The survey in 2000 aso asked companies about margind work (geringfligige
Beschéftigung). The am was to query the companies to determine their responses to the pos-
sble effects of the revised law on margind work (“DM 630 jobs’). Finaly, specid questions
about the effects of the newly introduced legd entitlements to part-time work were included in
the 2001 survey. As an example the questionnaire for the 2001 survey is attached as Fig. 3.

4, Survey design

The written surveys were conducted in two parts. The primary purpose of the first part was to
obtain an overview of the aggregate nationa supply of jobs broken down by economic sec-
tors, company sizes, degrees of qudification, and regions, as well as to determine the causes
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of and responses to obstacles to production (main questionnaire). The second part is intended
to describe the extent and type of problems incurred when filling positions, as well as the steps
involved in the position filling process (supplementary questionnaire). The supplementary sur-
veys are sent to companies that have hired employeesin the past 12 months.

The representative samples of companies and adminigrations from al economic sectors
(ranked by company sze, which is based on the number of employees) are taken from the
BA’s establishment file on employees required to contribute to the socia security insurance
scheme in the form of a ranked random selection. This was usudly around 14,000 companies
each in western and eastern Germany over the past few years of the survey. The dispropor-
tionate random sample in the eastern part of the country is judtified by the upheavd in the
1990s. The average return rates were around 30% in western Germany and around 33% in
eagtern Germany. The surveys were initidly formatted differently in eastern and western Ger-
many, but they have been kept as uniform as possble over the past few years. The supple-
mentary questionnaire was identical in the 2000 surveys.

The dtructures of the companies participating in the surveys differ from the basic population
with regard to important features such as company size, sector, and number or qudification
structure of the registered job openings. That results from the disproportionate choice and the
specific response behaviour of the companies that were contacted. A weighting/extrapolation
procedure is used to offset this for the most part, thereby ensuring that the results are repre-
sentative.

The weighting/extrgpolation is based on three distributions:

- Companies according to 22 economic sectors and 6 company sizes (company concept)

- Employeesrequired to contribute to the socid security scheme according to 22 economic
sectors and 6 company sizes (employee concept)

- Regigtered available positions according to 22 economic sectors

For presentation of the results, the 22 economic sectors are combined into 15. The extrapola-
tion considers both the gatistics on the registered positions and those on employees required
to contribute to the socid security scheme. That ensures that the results of the survey on the
basis of the ranked random sample correspond to the distribution of registered job openings
by economic sector and the digtribution of companies or employees in the basic population.
The specific extragpolation factors are determined by an iterative adjustment procedure to gp-
timise the weighting according to both criteria. The result is benchmark figures that correspond
to the basic population.
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The data for the supplementary questionnaire are aso extrapolated according to the company
and employment concept by using the weights of the main questionnaire. In addition, weighting
with the number of new hires by the companies during the last 12 months is done to obtain
representative satements for the total of al hires during that period.

5. Conclusons

The results confirm the widespread conjecture that only a minor portion of al available job
openings listed in the surveys are registered with the Labour Offices. They show details of the
trend for and structure of the unregistered positions. The share of job openings registered with
the Labour Offices is about one-third of total supply. There was an upward trend during the
observation period, but the year over year development changes anti-cyclicaly. Job openings
that need to be filled immediately are registered more frequently than postions to be filled
later. In eastern Germany, the Labour Offices are noticeably more involved in the efforts of
companies/adminigrations to recruit Saff than they are in the west. Thisis dso due to the more
widespread subsidised employment in the east; jobs for the ABM and SAM are filled exclu-
svey through the Labour Office.

In western Germany the number of vacancies, the barriers to economic activity, and problems
in filling pogtions primarily reflect the economic trend during the data collection period. An
economic upturn regularly increases the number of jobs offered by companies, while awesker
economy reduces it. The trend for eastern Germany has been so strongly characterised by the
problems of the transformation process involved in the change of systems that economic ups
and downs are not yet visble.

On average between 10% and 20% of companies in western Germany were looking for staff
during the survey period. A lower level of search activity was observed in years with wesk
economic trends, such as 1993 or 1997-98, while it was higher in years that experienced Up-
swings, such as 1990-91 and 1999-2000. The search activity of companies in eastern Ger-
many was higher in the mid-1990s, but has been lower than the levd in western Germany
since 1999.

Only one-quarter of companies in western Germany reported external restrictions to economic
activity at the time of the “reunification boom” in 1990-91, but that portion rose to 40% in
1993 (arecession year) and dropped to one-third in subsequent years. During the years of in-
creasing prosperity, the main barriers were considered to be on the supply sde, i.e, there
were complaints about too few suitable workers. In contrast, the demand side of the product
markets — in other words, too few orders—took centre stage in years of economic dowdown.
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Statements about barriers to activity were a about the same leve in eastern Germany as in
western Germany. However, the primary problem during the entire observation period was
considered to be the lack of orders. In autumn 2000, every seventh company in the west but
only every seventeenth in the east (dso) mentioned alack of workers as a reason for restricted
economic activities.

The longer-term view of the supply of job openings by qudification groups in western Ger-
many shows a declining trend in the demand for semi-skilled and unskilled workers, while the
demand for white collar workers in quaified jobs is increasing. In contrast, the proportion of
skilled workers has remained quite stable in spite of annud fluctuations. Those trends are not
as marked in the New German Lénder, based on the economy as awhole.

All in dl companies are relatively unaffected by alabour shortage. Those who are use awhole
package of measures. This applies equaly to companies in the eastern and western parts of
the country. The preferred business management dtrategies to compensate for a lack of staff
are overtime and specid shifts. However, alarge proportion of companies — fewer in the east
than in the west — dso refuse orders or the provison of services, dthough this is primarily
designated as “less strong”. Other business management methods such as streamlining, hiring
temporary employees, placing orders with subcontractors, and the like are used less fre-
quently.

6. Final remarks

The IAB survey isinitidly a supplement to the BA’s business gatidtics. It is used to determine
the scope and dtructure of the aggregate nationa supply of job openings. It dso indicates
problems encountered by companies in filling positions, highlights company responses to such
problems and provides additional knowledge related to barriers to economic activities of
companies, particularly due to a labour shortage. The determination of time structures when
filling positions provides grester indght into the processes involved in recruitment of daff by
companies. The role of the Labour Offices sarvices in filling postions is dso shown. That
aso makes the results of the annua survey relevant for decisions related to business policy of
the BA. The need for current information is met by changing the questionnaire to supplement
the subgtantialy unchanged set of key questions. All of that helps to increase trangparency on
the demand side of the labour market. A portion of the indicators, such as those that pinpoint
difficulties experienced by the companies in filling positions or reasons for unsuccessful efforts
to recruit gppropriate candidates, require a broader and deeper analysis of the survey materid.
The same applies to a regiondly differentiated analyss, dthough thet is limited by the sample
gze.
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There are d 0 efforts and attempts at the level of the European Union to collect information on
the aggregate nationa supply of job openings. For example, the EU Commission is considering
having al EU Member States conduct quarterly job opening surveys. The survey concept sug-
gested by Eurodtat is to a great extent based on the concept of the annua 1AB survey. In
2001, Eurostat asked the IAB to conduct a feasibility study with respect to enrichment of
content and the periodicity of the current survey.
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8. Annex

Fgurey
Labour demand®) Labour supply*)
Uncovered covered employed notemploved
bbour demand lebour o labour force labour force potential
demand potential
labour force
_LI |
job openings Jobopenings Jobopenings unemployed poyment ployment
(active) (active) (passive) (ective) in the namow inprogammes
sense (active)
|

*) Under the current economic conditions &t the ime from the comparny viewpoint dose tolabour far from labour

*) Under condiions of full employmet market (active) market (passive)

IAB Labour Market Research Topics 51 (2002) 13



Figure 2

Time structure of firms proceduresfor filling position

T1 T2 T3 T4

Search End of enployment  Requested start of Work starts
begins contract work

T2 - Searchtime T4-T2= Timeto

T1= innarrow fill pos-

sense tion
T4-T1= Searchtime inbroad
sense
T4-T3 = vacancy
time
Figure3

Main focus of the content of the IAB survey on the aggregate national supply of job
openingsin 2000

1. Scope and structure of the tota job openings
a) Vacancies (postionsto befilled without deay)
b) Pogtionsto befilled later according to qudification groups, replacement and ad-
ditiond requirements, job openings according to the most important occupations,
regidtration with the Labour Offices

2. Problemsin filling job openings (involves questions concerning the efficiency of the labour

market)

a) Globd indicators on problemsin filling job openings
Barriers to production/activities. Degree affected and reasons
Additional employment potentia: extent of barriers
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Latent demand for labour (passive “hidden” job openings)

b) Problemsin filling pogtions and the trend for employment
expanding, stagnating, shrinking companies, new companies

c) Time spent filling positions

d) Company responses to labour shortage

e) Difficultiesinfilling job openings

f)  Unsuccessful search for suitable employees
3. Specid surveys

Use of computer-supported job information services (SIS) by compa
nies’adminigrations

Job Creation Measures (ABM and SAM) in eastern Germany
Spread of margind employment (effect of revision of the law in 1999)
4. Featuresof thelast hire
a) Channds used to recruit candidates
b) Age, gender, qudification of new hire

¢) Working hours and conditions, type of employment contract, reasons for hiring
d) Reasonsfor unsuccessful search, company response to unsuccessful search
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