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ABSTRACT 
During the last two decades we observe significant changes in the patterns of employment in 
Germany. Non-standard work arrangements such as agency work, fixed-term contracts and 
part-time employment gain in importance. By using data from the German labor force survey 
we examine what factors may drive the observed development. Our analyses show that the 
shifts towards service and female employment only explain parts of the development. The 
interplay of institutional and behavioral changes can be seen as the major source of changes 
in the patterns of work arrangements. 
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In market economies change is a crucial element of economic progress. Competition on 
product markets fosters economic growth and these impulses also spill over to the labor 
market. Besides those demand side effects there are other reasons causing new 
developments in the world of labor. On the supply side social norms and work attitudes may 
change and last but not least the institutional framework will not be stable over time, 
influencing the choice of individuals as well as the choice of companies. 
 
Regarding these short remarks it does not come as a surprise, that there is an ongoing 
change in work arrangements in western economies, with the respective developments 
differing substantially between countries with their own institutional and cultural background 
(Hoffmann and Walwei 2003; Houseman and Osawa 2003). 
 
Our paper starts with a differentiation between the heterogeneous work arrangements and 
describes how the patterns of employment changed since German unification. The winds of 
change blow from different directions and therefore it is important to look at the driving forces 
by using data from the German labor force survey. 
 
HETEROGENEITY OF WORK ARRANGEMENTS 
The way employment relationships are organized may vary in different ways – most 
importantly concerning the hours worked, job security and the way the job offers access to 
the social security systems. A first differentiation can be made by distinguishing self-
employed and employed persons. Employed persons can be engaged full-time or part-time, 
with permanent or fixed-term contracts, being directly employed or through a temporary work 
agency. Historically, working full-time in a permanent employment relationship was seen as 
„standard“. Therefore part-time work and temporary work are generally classified as non-
standard or atypical work arrangements. 
 
Figure 1 gives a first impression of how employment patterns changed from 1991 to 2007. It 
shows that flexible work arrangements were growing much more rapidly than the total 
number of employed. Self-employed, agency workers, part-time workers, non-permanent 
workers, and multiple job holders all gain in importance, albeit their weight and their growth 
rates vary. 
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However, Figure 1 does not provide the whole story. First of all double-counts occur, e.g. 
people may be part-time workers with a fixed-term contract. Secondly it is appropriate to 
have a closer look at certain work arrangements: The category of self-employed includes 
employers, one-person-businesses and unpaid family workers. Part-time work can be divided 
into part-time work covered by social security and marginal employment with earnings less 
than 400 € per month and no coverage by social insurance. The category of non-permanent 
work includes apprentices as well as persons doing military service or an alternative service. 
 
In order to get a more differentiated view on work arrangements we do make use of the 
German labor force survey1 for people aged 15 years and older and add information from the 
German employment statistics covering agency workers. 
 
CATEGORIZING WORK ARRANGEMENTS 
When categorizing work arrangements in Germany we examine dependent employment as 
well as self-employment and established the following three categories: 
 
A. Non-standard (atypical) work arrangements: part-time workers with less than 31 hours 
per week2 (including non-permanent workers and marginal workers); non-permanent workers 
with more than 31 hours per week; agency workers; one-person-businesses. 
B. Specific types of employment: apprenticeships; military service; alternative services, 
unpaid family workers, workers who do not indicate the duration of their labor contract. 
C. Standard work arrangements: all employed excluding non-standard work arrangements 
and specific types of employment, which means: permanently employed with at least 31 
hours per week and employers. 
 

                                                 
1 We are grateful to the Federal Statistic Agency (www.destatis.de) and to the German Council of Economic 
Experts for providing data for our analysis. 
2 Working more than 31 hours a week means that the job will be the main activity for the individual. The share 
of people working full time is similar to the share of employees working more than 31 hours a week in the 
German Labor Force Survey. 

Figure 1: Work arrangements in Germany 1991 to 2007 
- Index, 1991=100 - 
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Source: Federal Statistical Office and Federal Employment Agency; own calculations. 



 4 

Because we are interested in the rise of flexible employment and its reasons we assign one-
person-businesses to non-standard work arrangements: one-person-businesses are often 
not as stable as businesses with one or more employees. One reason for this is that starting 
a business is one way to avoid unemployment in difficult economic circumstances. In 
addition the category of one-person-businesses will contain a number of “false” self 
employed, which means, business relations were implemented to bypass legal restrictions 
and avoid additional labor costs. 
 
Changing Patterns of Work Arrangements 
The relevance of specific types of employment remains more or less the same. Most of the 
changes occur within standard work arrangements and atypical work arrangements 
(Table 1). Standard work arrangements lose weight in absolute and relative terms, which can 
be attributed to a strong decline in permanent full-time jobs. In contrast atypical work 
arrangements gained in importance. Especially part-time work is becoming more and more 
important, whereas its growth is driven mainly by marginal employment.3 Agency work is 
growing with the highest speed, but is still of minor importance concerning its percentage of 
total employment. 
 
Table 1: Employment by work arrangements in Germany (1991, 1999, 2007) 

1991 1999 2007 1991 1999 2007
27030 23583 22120 72,2 64,8 58,0
1654 1808 1838 4,4 5,0 4,8
25376 21775 20282 67,8 59,8 53,2

7756 10279 13627 20,7 28,3 35,7
Part-time workers (< 31 hours a week) 4777 6682 9036 12,8 18,4 23,7
 - thereof: marginal workers 815 2217 3661 2,2 6,1 9,6

3 8 38 0,0 0,0 0,1
328 393 589 0,9 1,1 1,5
1468 1535 1553 3,9 4,2 4,2
128 276 715 0,3 0,7 1,8
1383 1786 2323 3,7 4,9 6,1

2660 2539 2416 7,1 7,0 6,3
1242 1590 1701 3,3 4,4 4,5
478 492 321 1,3 1,4 0,8
522 311 396 1,4 0,9 1,0
418 146 -2 1,1 0,4 0,0

Total employed 37446 36401 38163 100 100 100

Source: Federal Statistical Office and Federal Employment Agency; own calculations.

Employed
- Thousands -

Employed
- % -

Standard work arrangements
- thereof: employers
- thereof: permanently employed (≥ 31 hours a week)

Non-standard work arrangements

Specific types of employment

 - thereof: agency workers
 - thereof: non-permanent
Fixed-term contracts (≥ 31 hours a week)
Agency workers (≥ 31 hours a week)
One-person-businesses

- thereof: apprenticeships
- thereof: military service and alternative services
- thereof: unpaid family workers
- thereof: no information about duration of labour contracts

 
 
The changes appear also regarding the relative importance of our categories. The share of 
standard work arrangements decreased from 72 per cent in 1991 to 58 per cent in 2007, 
while non-standard work increased about 15 percentage points to 35 per cent. Despite these 
shifts standard work arrangements are still the normal case for the labor market as a whole 
(Figure 2). 
 

                                                 
3 In addition in 2007 there were about 2.2 million marginal workers in secondary jobs, not reported by the 
German Labor Force Survey. 
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Figure 2: Share of work arrangements in Germany 1991 to 2007
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Source: Federal Statistical Office, Federal Employment Agency, own calculations.  
 
Analyzing the data for women and men separately reveals interesting differences. While 
overall labor market participation of women increased during the period, their number of 
standard work arrangements, especially of permanent full-time employment decreased. 
Although women were already much more affected by atypical employment in 1991, the 
share of non-standard work arrangements increased further from 35 per cent to more than 
50 per cent. Figure 3 shows that atypical work arrangements became standard for women in 
2003. Only 40 per cent of women are engaged in a standard work arrangement in 2007. 
More than nine million women are employed in atypical work arrangements, which accounts 
for two third of all non-standard work arrangements. Part-time work is clearly the 
predominant female work arrangement – more than 80 per cent of all part-time workers are 
women.  

Figure 3: Work arrangements of women in Germany 
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For men, the share of atypical work arrangements more than doubled, but they started on a 
quite low level (Figure 4). In 1991 only 10 per cent were employed in non-standard work 
arrangements. Until 2007 we observe increases in all atypical work arrangements, while 
permanent full-time work suffered from a strong decline. Nevertheless in 2007 still 71 per 
cent of employed men were occupied in standard work arrangements. 

Figure 4: Work arrangements of men in Germany 
- Thousands, 1991 to 2007 -
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Source: Federal Statistical Office and Federal Employment Agency; own calculations.

Usually the bargaining power of individuals in the labor market is limited – it increases in 
economic booms or according to shortages in certain labor market segments. Between 1991 
and 2007 the general labor market situation was poor for most of the time so especially the 
employment perspectives of young and low qualified workers were weak. Therefore it is no 
surprise that the shares of these groups in non-standard work arrangements have risen 
relatively strong over time (Table 2). 
 
Table 2: Work arrangements by age and skill levels in Germany (percentages each) 

1991 1999 2007 1991 1999 2007

17,7           28,9           36,2           56,2           35,9           28,1           
22,8           28,4           35,0           75,0           70,4           63,9           
22,8           29,2           33,6           73,9           69,4           65,3           

16,6           33,7           43,1           54,9           46,9           34,0           
11,0           27,6           33,9           77,0           71,0           64,8           
15,1           27,4           32,1           75,7           71,9           67,5           

Source: Federal Statistical Office.

Non-standard work arrangements Standard work arrangements

Age groups

Skill levels

15-24
24-49
50-64

no degree
qualified
academics

 
 
FROM WHERE DOES THE WIND BLOW? 
There are several explanations for the increase of atypical employment. In the next sections 
we analyze the role of economic growth, the gender composition of the labor force and the 
sectoral composition of employment before we look at changes of the institutional setting and 
the corresponding changes of behavior of individuals and companies. 
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Economic Growth and Work Arrangements 
Figure 5 illustrates the changes of GDP and the changes of standard and non-standard work 
arrangements for the years 1992 to 2007. Except for 1994 non-standard work arrangements 
were growing throughout the whole period – even in years with low economic growth. By 
contrast, standard work arrangements did only achieve positive growth rates during the last 
strong economic recovery after 2005. The previous upswing from 1998 to 2001 at least 
retarded the decrease of standard work arrangements. 

Figure 5: GDP growth and changes in work arrangements in 
Germany
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Source: Federal Statistical Office and Federal Employment Agency; own calculations

It is by no means clear how non-standard work arrangements are linked to different stages of 
the business cycle. In a recession – a period of uncertain prospects – companies will try to 
avoid long lasting labor contracts when hiring new staff. Individuals will be aware of the 
difficult labor market situation and the rare employment opportunities. So they may be 
pushed into atypical work arrangements, accepting less attractive working conditions. But on 
the other hand, in recessions lay-offs will be more frequent for the contingent workforce 
especially regarding fixed-term contacts and agency workers. These work arrangements act 
as a buffer protecting the core of a company’s workforce, being therefore affected by lay-offs 
in later stages of an economic downswing. So we expect more transitions from non-standard 
employment to unemployment and the overall effect in a recession remains unclear. In 
economic recoveries the same argument concerning economic uncertainty holds for 
companies and should give incentives in favor of non-standard work arrangements. But in a 
stable and longer lasting upswing standard work arrangements might also benefit. On the 
one hand, some employees might switch from non-standard to standard work arrangements. 
On the other hand, regional or skill labor shortages may cause difficulties to hire on the basis 
of a non-standard labor contract. The changing employment patterns during the boom years 
from 2005 to 2007 may illustrate this. Initially non-standard work arrangements were gaining 
in importance strongly, but in the longer lasting boom the number of standard work 
arrangements increased while the growth rates of atypical work arrangements decreased. 
 
To shed more light on the link between economic growth and particular work arrangements 
we calculated employment thresholds and elasticities for different work arrangements for 
1991 to 2007. The results can be regarded as a rough estimate for the relationship between 
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economic growth and certain work arrangements. In case of zero growth we would observe a 
decrease in overall employment by 0.5 per cent. This effect consists of a strong decrease in 
standard work arrangements, that would shrink by about two per cent, and an opposite effect 
caused by atypical employment growing by about 3 per cent despite economic stagnation. 
 
In Germany overall employment is not very sensitive to economic growth. One per cent of 
additional GDP-growth results in scarcely half a per cent more employment. Calculating the 
sensitivity for different work arrangements shows that only agency work and non-permanent 
jobs react in a relatively strong positive manner. A one per cent increase in GDP yields a 7 
per cent growth of agency work and a 2 per cent increase of non-permanent employment. 
 
The sensitivity of standard employment is similar to the sensitivity of atypical employment. 
This is because part-time work (without marginal work) as well as one-person-businesses 
are negatively correlated with economic growth. Setting up a business might be seen as a 
possibility to avoid unemployment in bad times and is supported also by active labor market 
policy encouraging start-ups to leave unemployment. Altogether GDP-growth can only be 
responsible for a small part of the changes. In a next step we analyze the impact of structural 
changes on employment patterns. 
 
Structural Issues: Female Labor Market Participation and Sectoral Change 
Non-standard work is still a female domain. Therefore the changing composition of 
employment caused by an increasing labor market participation of women might be an 
explanation for the expansion of non-standard work arrangements. To test this hypothesis 
we make use of a shift-share analysis, which deconstructs the growth of atypical employment 
taking into account the gender-related employment composition in 1991. However, we 
observe that only 5.8 per cent of the increase in non-standard work arrangements in the 
period 1991 to 2007 can be explained by changes in female labor market participation (shift 
effect in Table 3). More than 90 per cent of the changes are independent from these changes 
(share effect). With respect to particular work arrangements we find that gender-related 
changes in the employment composition are only to some extent relevant for non-marginal 
part-time work. This seems to be reasonable, because men are still a rare phenomenon in 
the growing area of part-time work. 
 
Table 3: Shift-share-analyses concerning gender related and sectoral composition of 
employment - 1991 to 2007, percentage of total change 

Shift effect*
%

Share effect*
%

Shift effect*
%

Share effect*
%

Non-standard work arrangements 5,8 93,1 11,9 82,9
One-person-businesses -2,5 103,2 -0,1 97,4
Part-time workers (≤ 31 h) 23,2 75,0 38,4 53,8
Marginal workers 1,7 94,5 3,2 90,0
Fixed-term contracts 2,6 98,2 6,1 81,3
Agency workers** -0,8 103,5 - -

Source: Federal Statistical Office and Federal Employment Agency; own calculations
* the remaining small part of the change is due to interactions between the two effects
** no information concerning sectoral composition.

Gender composition Sectoral composition

 
 
Changes in the sectoral composition of employment may be another driving force for the 
growth of atypical work arrangements. Non-standard work arrangements are widespread in 
the service sector, which gained importance during previous years. We use again a shift-
share analysis based on the composition of three sectors: the agricultural sector, industrial 
production, and services (Table 3). Like the gender composition the sectoral composition 
only accounts for a small part of the change. The share effect amounts to roughly 12 per cent 
of the increase in non-standard work arrangements. Again only in the case of non-marginal 
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part-time work changes of the sectoral composition offer an explanation (see Klinger and 
Wolf 2008 for similar results concerning part-time work). Previous studies also emphasized 
that the growth of part-time work is an important factor for stabilizing employment numbers 
during structural change (Dietz and Walwei 2007). 
 
Institutions, Market Behavior and Work Arrangements 
Neither economic growth nor important changes in the composition of employment explain 
the major changes in German work patterns. We now address the behavior of employers and 
individuals which seems to be highly relevant for the observed development. 
 
Employers will take into account costs and benefits of different work arrangements. There 
are direct wage costs, additional costs for social insurance payments or taxes and costs for 
hiring and firing. Most of these labor costs are influenced by the institutional framework. Non-
standard work arrangements usually do have cost advantages in at least one of these 
categories. In Germany we observed some legal reforms decreasing the costs of non-
standard employment and therefore making them more attractive to employers. For example, 
in 2003 the earning levels for marginal workers – with lower additional labor costs for social 
security payments – was lifted from 325 € to 400 € and the upper limit of 15 working hours 
per week was abolished. Legal barriers for agency workers and non-permanent workers 
were continuously reduced over the whole period of investigation. The IAB establishment 
panel shows that fixed-term contracts became more or less standard for entering a job: in 
2006 two thirds of total hirings occurred on the basis of a temporary contract. This reflects 
that fixed-term contracts are often an extension of the probationary period and thus do not 
automatically come with a particularly high risk of unemployment. 
 

Figure 6: OECD-index of employment protection legislation (EPL), 
fixed-term contracts and agency workers in Germany 1991 to 2007
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By contrast, we did not observe significant efforts to enhance the attractiveness of standard 
work arrangements. Figure 6 shows two elements of the OECD-indicator for the strictness of 
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the employment protection legislation in Germany.4 The strictness of regulation of regular 
contracts remained more or less stable on a comparatively high level. In contrast the values 
for the strictness of regulations on temporary employment show a clear tendency for 
deregulation. Both developments mean that atypical work arrangements became relatively 
more attractive. It is therefore not a mere coincidence that the numbers of agency workers 
and fixed-term contracts were increasing during the last two decades. 
 
Furthermore the rising social security contributions since the beginning of the 1990s can be 
seen as a push factor for some atypical work arrangements. Higher contributions to the 
social security system increase the costs of standard work arrangements especially in 
relation to marginally employment, midi-jobs (with earned income between 400 and 800 
Euros) and one-person businesses, because these atypical work arrangements are not (fully) 
subject to social security contributions. This privilege applies also to marginal employment in 
a second job. 
 
Figure 7 shows the development of social security contributions until 2004 and the increase 
of atypical work arrangements benefited from this development. The increase in marginal 
employment is underestimated in data of the German– the broken line shows the full 
increase of marginal employment measured by the Statistics of the Federal Employment 
Agency.5 

Figure 7: Social security contributions and selected non-
standard work arrangements in Germany 1991 to 2007
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All in all, we can state that recent changes in the institutional setting provide incentives for 
employers in favor of non-standard work arrangements. This is especially true because a 
more severe international competition in a globalized economy puts more pressure on 
companies to search for ways to enhance flexibility and reduce costs. 

                                                 
4 By now the EPL-Index is not available for 2005 onwards. But there have not been any changes in favor of 
standard work arrangements in Germany during the last years so the figures will not change essentially. 
5 The graphs for the years 2004 to 2007 show that the German Labor Force Survey improved in capturing 
marginal employment in recent years. 
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For most individuals non-standard work arrangements will not be their first choice. There 
might be part-time preferences in order to combine work with other concepts of life like 
voluntary work or family life. But particularly in Germany it can be doubted that the observed 
degree of female part-time work is voluntary because of a significant lack of professional 
child care. In addition major social policy reforms implemented in the years 2003 to 2005 
increased the pressure on the supply side of the labor market. They mark a shift to less 
generous welfare payments and a more activating labor market policy emphasizing individual 
responsibility. So they may be interpreted as another push factor into atypical employment. 
By supporting start-ups out of unemployment and by using fixed-term-contracts as an 
instrument of activation or (re-) integration into the labor market active labor market policy 
also contributes directly to the category of atypical employment. 
 
Conclusion 
There is no single model for explaining why the share of non-standard work arrangements in 
Germany increased since 1991. The elasticity according to GDP-growth as well as shifts in 
the gender and sectoral composition can only give some hints. So we conclude that 
changing economic incentives caused by several shifts in the institutional setting and by 
more intense market competition are the main reasons for the development in favor of 
atypical work arrangements.  
 
Bearing in mind the advantages of atypical work arrangements for companies we could 
suspect that standard work arrangements are a dying breed. So why do firms use them at 
all? By now we concentrated on the costs of standard work arrangements, but of course 
there are also benefits. Motivation and work effort are positive related to a stable 
employment relationship. Considering working conditions as fair can enhance or secure 
productivity as well as fair wages can do (Dietz 2006). Stable employment relationships also 
allow for accumulating firm-specific human capital and therefore are of great value for labor 
productivity. Furthermore the use of non-standard work bears some (transaction) costs, 
caused for example by a high turnover or the need to coordinate numerous part-time 
workers. Employers try to achieve the best from both worlds by fostering flexibility within the 
standard employment contract, e.g. by using flexible working time accounts or increasing 
mobility within the firm. With respect to the economic crisis we currently observe that 
companies in Germany try to keep their staff through short-time work or company-level 
agreements concerning working times and earnings (Bellmann et al. 2008). These 
instruments mainly serve the core of a firm’s workforce and highlight the importance of stable 
employment relationships represented by standard work arrangements. 
 
For the future we can thus still expect a broad range of employment patterns ranging from 
very flexible temporary to permanent full-time work. This assures a high adaptability of 
companies to new economic circumstances and will lead to fast transmissions of economic 
impulses to the labor market. On the other hand labor market segmentation will prevail or 
perhaps become even more important with the danger of unstable work arrangements with 
low individual (income) security. 
 
Of course atypical employment may be dissatisfying for the persons concerned and may be 
seen as a threat to insiders. But for the unemployed outsiders it can be an important 
opportunity to enter the labor market. To judge non-standard work arrangements it is 
therefore not sufficient to compare them with standard work arrangements as the only 
alternative. Especially for low qualified persons “unemployment” is likely to be the relevant 
alternative with negative implications like social exclusion, human capital depreciation and 
personal discouragement. By contrast working in a non-standard work arrangement signals 
employability and competitiveness on the labor market and can be seen as one step towards 
“full” labor market integration. 
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Interpreting non-standard work arrangements as a stepping stone means that economic 
policy has to focus on enhancing the likelihood of transitions. Atypical employment should 
not be a dead end street or leading directly back to unemployment. For some non-standard 
work arrangements there is evidence for being a bridge to standard employment (Dietz and 
Walwei 2007). Labor market policy could enforce this function by supporting further training 
for persons in atypical work arrangements and enhance chances for upward mobility. For 
those persons who are not able to cross the bridge, individual security should be increased in 
an uncertain work environment to ensure that atypical employment does not come along with 
precarious living conditions. 
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