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INTRODUCTION
JOINING FORCES TO SHAPE
THE WORK OF THE FUTURE

Just a few years ago it would have been impossible to put together a
text in the same way as the present publication was compiled. Count-
less meetings and telephone conversations would have been necessary
in order for all the authors to discuss and agree on the various drafts.
Today, thanks to modern information and communications technol-
ogies, we can work together on texts regardless of geographical dis-
tance, access all the necessary data, compare the various versions of
documents and make all the stages in the writing and editing process
visible. However, it is not only the drafting and editing of books or
other texts that today rely as a matter of course on the use of digital
technologies and collaboration in virtual networks. These forms of
digital working have long since gained entry into the whole of eco-
nomic life and affect the daily lives of us all. This has not only radical-
ly changed work routines and ways of working together but has also
given rise to new work tasks and completely new business models.

When the Hans Bockler Foundation set up the ‘Commission on the
Work of the Future’ in 2015, it was clear that the task facing the new
body would not be an easy one. Its 32 members, drawn from the super-
visory boards and works councils of large companies, the creative
economy, trade unions, government ministries and various areas of
academic research, were asked to reach agreement on the change in
the world of work and, in doing so, to focus in particular on two ques-
tions. Firstly, what will the work of the future look like? And secondly,
what are the new challenges facing employment policy makers?

In order to find answers to these questions, the Hans Bockler
Foundation took the conscious decision to ensure that the Commis-
sion would be composed of equal shares of academics and practition-
ers and that the chair’s duties would be divided up in the same way.
At the same time, the Foundation refrained from setting the Com-
mission closely defined objectives or obliging it to produce a final



programme. Rather, an open discussion space was to be created with-
in which as much light as possible could be shed on what was still
largely uncharted territory for researchers and employment policy
makers. The members of the Commission were requested to enter
into genuine dialogue about their views and ideas for shaping the
work of the future. In other words, they had been invited to join the
Commission not so much as representatives of their organisations
but rather as experts on work and employment, in both the present
and the future.

The composition of the Commission and the involvement of out-
side experts meant that a wide range of different perspectives and expe-
riences, priorities and positions, questions and expectations could be
utilised for its joint deliberations. For all this diversity, however, Com-
mission members shared a curiosity about the radical changes that
technological progress will entail and which are only beginning to be-
come apparent. And they were equally united in their desire that their
thoughts and ideas should help to ensure that the world of work offers
as many people as possible a good quality of life and a secure future.

The Commission’s work was shaped by a shared conviction that
organising work in a way that puts human beings centre stage would
make a significant contribution to social cohesion and the strengthen-
ing of democracy. The importance of this aspect became crystal clear
over the two years of the Commission’s deliberations. Over this peri-
od, we saw how right-wing populist movements were gaining sup-
port in Germany and across Europe. And beyond the borders of the
EU, on the other side of the Atlantic, we had to watch as the funda-
mental democratic principles of peaceful coexistence have been in-
creasingly called into question.

This report presents the key findings of our Commission’s deliber-
ations. Since the aim was to sketch as sweeping a panorama as pos-
sible of the conceivable paths along which the work of the future
might develop and the requirements that might have to be met, it was
not our aim to submit a final report presenting the ‘agreed policy
position’ of all the Commission’s members. Given the body’s hetero-
geneous composition, it was evident from the outset that this would
not be possible.

We opted instead for a different way of presenting the results. The
present publication begins with an analysis of the changes taking
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8 LET’S TRANSFORM WORK!

place in the world of work. We describe the principal driving forces
of these changes as identified by the Commission, outline some pos-
sible development paths and enumerate the resultant challenges for
business, society and policy makers. As a team of authors, we filtered
out those key ideas and proposals from our debates on which there
was a broad consensus among Commission members and on this basis
formulated a whole series of concrete proposals or recommendations,
presented in the text under the heading=™—>F00D FOR THOUGHT. The
ideas outlined in the sections thus marked were decided and voted on
by the Commission as a whole.

It was also our intention that this final report should provide an
insight into the issues that gave rise to considerable controversy on
many points but also, in many cases, to enthusiastic debate. There were
many aspects on which we were unable to achieve any consensus,
whether because they remained controversial even after intensive de-
bate or because there was simply not enough time to conclude the
discussions. Wherever we think that these unresolved topics might be
of particular public interest, we have included them in this final re-
port under the heading === POINT OF CONTROVERSY.

The report was compiled by us as a team but is based on the results of
our joint discussion process. Commission members also contributed to
the formulation of the sections entitled Food for Thought.

WHAT IS
AT STAKE?

Digital change is being discussed in Germany in a large number of
action groups, working groups, platforms and think tanks. This abun-
dance of activity reflects both the great enthusiasm about the new
possibilities that technological progress brings and a profound un-
certainty about where the change will take us.

Great hopes are being pinned on digital technologies in the expec-
tation that they will make our daily lives and work considerably
easier or even help us, in a hitherto unknown way, to overcome health
constraints and physical handicaps. Digital networking and ‘big data’
are giving rise to new forms of business and exchange relationships.
Considerable potential is also opening up for a redesign of work or-



ganisation that would make it more mobile, flexible and cooperative
and hence bring with it opportunities for individual development
and participation.

On the other hand, there are those for whom technological change
is predominantly a cause for concern. The media is awash with stories
about the threat of mass unemployment caused by digitalisation.
Other, more probable scenarios describe at least moderate to severe
dislocations in the labour market, together with increasing polarisa-
tion. The fearful question is what will remain of the German social
market economy if the disruptions brought about by digitalisation
cause stable structures and institutions to totter.

Whether the pendulum will swing further in the direction of
opportunity or risk is by no means a foregone conclusion but will
depend on the willingness and ability of all the relevant actors, par-
ticularly the social partners and the state, to be proactive in shaping
the change. The question of when, for what purpose and to whose
advantage new technologies will be brought into use is in need of
clarification. The process of digitalisation is supposed to make people’s
life (and work) easier, to help them achieve greater self-determination
and to offer them greater opportunities to develop their creativity.
Whether this will actually be the case will depend on the outcome of
the wide-ranging societal negotiations that are already in full swing.

The use of digital technologies is about to fundamentally alrer
existing relations of economic power. Conventional industries are under
pressure to change if they wish to remain successful because they are,
for example, increasingly having to go head to head with large Inter-
net companies. These organisations have already invested vast sums
in research into artificial intelligence and thereby given themselves a
considerable head start with regard to the next phase of progress.
Thus technological progress extends far beyond the actual areas of
application. It creates new markets, reconfigures value chains and
fundamentally changes the competitive conditions. In brief, it also
changes the foundations on which industrial relations rest. Digital
capitalism brings new actors on to the scene (e.g. Internet platforms)
who blur the boundaries between employers and employees. In com-
plex value chains, it is no longer clear where a company’s boundaries
actually lie (or even what they consist of). Increasing interconnected-
ness challenges established labour protection mechanisms. New tech-

9

=)
—
%)
w
[x)
=3
o
w
(-]
=
=
=
=
o
-
=
o
—
—
(&)
=
[=]
o
o
—
=
—

w
o
=1
—
=]
w
w
=
-
w
o
b
o
o
=
w
=
-
w
a
<
=S
%]



10 LET’S TRANSFORM WORK!

niques for monitoring workers and a lack of effective data protection
are propelling us towards the ‘see-through employee’, a prospect that
raises the question of human dignity. As a result, the established cate-
gories of our economic order, as well as the basic principles of our work
culture, are faltering and must, against a background of familiar clashes
of interest, be readjusted and thereby made sustainable.

DIGITALISATION IS
NOT THE WHOLE STORY

Digitalisation played a prominent role in the Commission’s work as
the principal driving force of societal change. It ran like a thread
through all our meetings because, as the driver of change, it harbours
the greatest potential for upheaval and disruption. Nevertheless, from
the very outset, it was the Commission’s declared intention to look at
the overall picture. The possible consequences of the use of new
technologies and the resultant opportunities and risks are located
within a broader context and interact closely with other important
forces for change.

Consequently, the present report seeks to take into account all
the forces shaping working life that are particularly relevant to
people in the labour process today and particularly characterise our
society as a whole. Besides digitalisation, these forces include de-
mographic change, the changes in men’s and women’s life plans, the ques-
tion of the reconcilability of paid work and care responsibilities and,
not least, immigration.

This broaches issues that remain unresolved in Germany. Chang-
ing demographics are creating not only considerable labour shortag-
es but also additional demand for people to look after those requiring
care, to whose needs the infrastructure is not yet geared. This only
makes the hardships caused by inadequate reconcilability all the
greater. Not infrequently, they give rise to disputes and exhaustion
when carers have to work themselves into the ground dealing with
the conflicting demands of paid work and family responsibilities. The
pressures on workers have in any case clearly reached such a high
level that business leaders and policy makers alike are alarmed by the
costs incurred by absenteeism and rehabilitation.



Finally, society is also struggling with its attitude to immigration.
German society is ageing and can certainly make good use of foreign
labour. Business has long been saying that it cannot manage without
immigrant labour and is warning that by 2030 there will be a short-
age of around six million workers. At the same time, the influx of
migrants is sparking fear or even outright hostility, which has recent-
ly been directed in particular at refugees fleeing war zones.

Thus at the very start of their deliberations it was clear to the Com-
mission it was going to focus not solely on digitalisation but also on
the problems that remain unresolved, since digitalisation is giving
them renewed urgency. On the other hand, digitalisation also holds
out the possibility that they might be resolved, thereby improving the
quality of life.

Digitalisation has the potential to polarise incomes and life chances.
A growing number of people already have the feeling that they are
not partaking of this success and are leading lives characterised by
growing economic and social uncertainty. The current German govern-
ment Report on Poverty and Wealth attests to the country’s ‘en-
trenched inequality’. The consequences of digitalisation could be
explosive if the ‘dividends of digitalisation’, if they are to be reaped
(expert opinion is divided on this), are not evenly distributed.

HOW DO WE PROCEED
FROM HERE?

It is time to reinforce the foundations for the work of the future. To
that end, we must redesign many aspects of the regulatory environ-
ment and of work itself. ‘Let’s Transform Work!” — that’s the title we
have given our report. This ties in with the notion of transformation
that has been in fashion for some years. However, we are not aligning
ourselves with the purely technological meaning of this notion that
has shaped the digitalisation discourse in recent years and often has
deterministic traits. Rather we understand transformation as some-
thing that is as necessary as it is active, as a process of change that is
not at all predetermined but should nevertheless pursue a clear objec-
tive, namely to make work better for as many people as possible. To
that end, we must embark on a new phase in which we join forces in
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order to seize the opportunities offered by digitalisation and translate
them into innovations, a better quality of life and security. Our report
is intended to provide the kick-start required to launch this new
phase.

We would like to thank all the members of the Commission for their
sustained commitment over two years, for their willingness to share
their knowledge and discuss subjects of great controversy and for
their contributions in drafting the Commission’s proposals and recom-
mendations.

Berlin and Kassel, May 2017
Kerstin Jirgens, Reiner Hoffmann and Christina Schildmann
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PARTICIPATING IN THE WORLD OF WORK

STANDARDS
FOR DIVERSITY




DEFEND
STANDARDS,
EXTEND
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WHERE
DO WE STAND?

Workers® position in the world of work and hence in the wider soci-
ety is determined by the employment form. Are they employees? On
what terms are they employed? Do they have an employment con-
tract or are they just given a work order? It is not only the volume of
work and remuneration that are linked to these questions, but also
employment rights and social security.

THE STANDARD EMPLOYMENT RELATIONSHIP AS A GUARANTEE OF
PROTECTION. From the late 1950s onwards, manufacturing industry
in the then recently established Federal Republic of Germany grew at
a very rapid pace. This expansion went hand in hand with a consider-
able increase in employment and the development of codetermina-
tion in industry-level collective bargaining and workplace represent-
ative bodies. This period, now known as the ‘economic miracle’, was
characterised by full employment, continual wage increases and the
expansion of the welfare state. The high demand for labour, which
also led businesses to recruit workers from other European countries
(— MIGRATION), meant that the trade unions were able to push
through many improvements for their members.

Closely intertwined with this economic dynamic was the institu-
tionalisation of the standard employment relationship. This term de-
notes an employment relationship that is open-ended, subject to

social insurance contributions and generally held
1 A broader definition also includes ~ on a full-time basis.! The standard employment
part-time jobs, but only those relationship fulfils functions that offer reliability to
involving 20 or more hours” work employers and employees alike. The ‘protection
function’ relates primarily to employment securi-
ty, while employers benefit from the ‘orientation
and regulatory function’ of labour and social security law and the
‘incentivising and selection function’, which provides an incentive
for continuous employment.? In the competition for labour, these

per week.



functions produced rules that created a level play- 2 On the functions of
ing field for all businesses and prevented them  thestandard employment
from overbidding in their efforts to recruit work- ~ relationship, see

ers. From 1950 to 1980, the standard employment
relationship was the dominant employment form
in West Germany. In East Germany, full employment and full-time
work were the norm, but the low unemployment rate concealed a
reality of underemployment and hidden unemployment.

THERE HAS ALWAYS BEEN PLURALITY IN EMPLOYMENT RELATION-
SHIPS. Despite the dominance of the standard employment relation-

ship, there have always been groups who work in divergent employ-
ment forms and earn their livelihood through, for example, seasonal
work, home working or part-time work. The standard employment
relationship was tailored to the traditional single breadwinner model

of the family, in which the man of the house earned enough to sup-

port the entire family. The wife was to be largely exempt from paid
work in order to devote herself to domestic work and childcare,
which if she were to enter the labour market justified the lower pay

and small number of hours’ work on offer to fe-

male employees.® In this West German model,the 3 The ‘splitting’ system of

MUCKENBERGER 1989.

[
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vast majority of female workers were employed in  calculating the tax liability of
short-hour jobs; in the former German Democrat- married couples, which

ic Republic, on the other hand, women were on half their combined income.
employed full-time. It is true that housework was  cgectively lowering the tax
still largely left to women there as well, but the  liability for the main bread-
provision of whole-day childcare did provide  winner when the incomes differ
them with some relief from the burden of work,  significantly, rewards the

both paid and unpaid.

allows both spouses to pay taxes

traditional role allocation and

. e encourages an unequal division
With the shift in values, the women’s movement

of paid work between husband
and the expansion of educational participation, the  and wife.

traditional West German model gradually broke

up. The breadwinner-secondary earner model be-

came increasingly popular and the number of couples who wished to

divide the volume of work evenly between themselves also increased.

The expansion of the service sector from the 1980s onwards was

driven not least by these modernised life choices.

WORK IS UNDER PRESSURE. When growth began to slow down from

the 1970s onwards and unemployment began to rise, employment



4 Mini-jobs are not subject to income
taxes if the total monthly earnings
from them stay below a threshold of
450 euros. Mini-jobs require no social
insurance contributions from the
employees. Most opt out of paying the
standard payroll deduction for their
pensions, increasing the risk of pover-

ty in retirement.

20 LET’S TRANSFORM WORK!

relationships and the welfare state came under pressure. Pointing to
the international competition, companies complained about exces-
sively high wage costs. Employers demanded greater flexibility in em-
ployment: binding wage structures, collectively regulated working
times and protection standards were regarded by many of them as
obstacles to growth and barriers to recruitment. The remedy, it was
argued, lay in the deregulation of employment and the dismantling
of statutory protective provisions, such as a loosening of dismissal
protection and relaxation of the regulations governing fixed-term em-
ployment contracts and marginal part-time em-
ployment (so-called ‘mini-jobs’*). The consequence
was a differentiation of employment forms, a process
given further momentum by the privatisation of
public services and the growing number of com-
panies not bound by collective bargaining agree-
ments.
THE EXPANSION OF “NEW® EMPLOYMENT FORMS.
The share of employment outside the standard
employment relationship virtually doubled be-
tween 1991 and 2015. According to the Federal Statistical Office,
around a quarter of all employees and virtually half of all economical-
ly active women are now working part-time. In 2015, 16 per cent of the
employed population held mini-jobs. Fixed-term employment rose by
two percentage points between 1995 and 2014; its share of total em-
ployment is now 13 per cent. Fixed-term employment is not a mass
phenomenon but is standard for entry-level jobs:

5 According to the 1aB Establish-
ment Panel 2014, 60 per cent of
appointments in the public services
were fixed-term. The figure was

40 per cent in the private sector and
87 per cent in academia (HOHEN-
DANNER etal.2016).

6 In this publication, the term
‘selfemployment’ is understood to
refer to self-employment without
employees only.

45 per cent of new hires are fixed-term.®

In addition, temporary agency work and self-em-
ployment® have both increased massively. Since the
mid-1990s, temporary agency work has increased
more than fivefold. In 2016, it accounted for three
per cent of all employees. The number of the self
employed rose significantly up until 2012 but has
since fallen back slightly; self-employment now
accounts for about six per cent of total employ-
ment (BRENKE/BEZNOSKA 2016). The self-employed
are an extremely heterogeneous group whose in-
come ranges from very low to very high. Contracts



for work and services overlap considerably with freelancing. Since such

contracts need not be reported, there are no reliable data, in contrast
to the situation with temporary agency work. Nevertheless, there are
signs of an upward trend and cases of abuse (1G METALL 2015; BACKER/
SCHMITZ 2016) (—> MIGRATION].

It is repeatedly emphasised in employment policy debates that this
plurality of employment relations is also a product of employees’ prefer-
ences. This is indeed the case for a certain proportion of employees.
However, the emphasis on preferences conceals the fact that a signifi-
cant share are working outside the standard employment relationship
for lack of alternatives. Part-time work and self-employment are often
responses to the inadequate flexibility of standard employment. The
unequal distribution of care work and an inadequate child and social
care infrastructure constitute major obstacles to full-time employment.
POLARISATION OF THE WORKING POPULATION BY EMPLOYMENT FORM.
The dominant employment form differs from sector to sector. Mini-
jobs and other part-time arrangements are found above all in the hos-
pitality and retail sectors, temporary agency work is a popular instru-
ment in large manufacturing companies and fixed-term employment
is the instrument of choice for flexibilisation in the public services.
Inequalities in employment status are certainly not confined to slow-
growing sectors but can also be observed in booming areas of the
economy, as is evident from the expansion of temporary agency work
in the manufacturing sector.

However, one characteristic appears to be common to all sectors of
the economy: it is mainly women, younger workers and the poorly
qualified who are employed in part-time jobs,

mini-jobs, temporary agency work and fixed-term 7 The share of women in

jobs.” A precarious employment status and low  standard employment relation-
ships remains largely un-

pay combine to produce an employment situat-
ion that does give individuals a foothold in the
labour market but hardly enables them to earn
their livelihood independently or to plan for the
future (= INCOME).

INCREASING PRECARITY EVEN IN STANDARD EMPLOYMENT. On
the one hand, there is still a large group of employees who continue
to be employed or are newly recruited on standard employment con-
tracts. Standard employment has increased again, and the length of

changed at a scant 30 per cent
(EICHHORST etal. 2017).
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8 According to 1w KOLN (2016),
the length of job tenure has not
changed significantly over the
last ten years. In 2015, 46 per cent
of respondents in the labour
force survey had been with their
current employer for at least ten
years (STATISTISCHES BUNDES-
AMT 2017b).

job tenure among core employees is still high.®
Nevertheless, a rift among employees is emerging.
While some still work within a space characterised
by high protective standards, a high level of cover-
age by collective bargaining agreements and steady
improvements in pay, there are others to whom
this has long ceased to apply. Even within standard

employment, some employees are experiencing

their working lives as precarious because they are
faced with intense competitive pressures and the guarantees of ad-
vancement that have existed hitherto are no longer effective. The con-
sequence is that employment relationships offering varying degrees of
protection now co-exist.
WHO STILL TALKS ABOUT THE UNEMPLOYED? Despite the favourable
developments in the labour market, a considerable potential supply
of labour remains untapped. Over the course of 2016, an average of
2.7million people were unemployed; if participants in the Federal
Labour Agency’s training and back-to-work programmes are includ-
ed, the figure is 3.5 million (Ba 2017a). A further segment of the work-
ing population is underemployed. According to the Federal Statisti-
cal Office, 14 per cent of part-timers and four per cent of full-timers
would like to increase their working times. Thus despite a generally
positive labour market situation, there is a considerable number of
people in employment who could be described as gainfully employed
but work-deficient (— INCOME).



WHAT SHOULD WE
BE PREPARING FOR?
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It has been apparent for many years that a structural shift in the econ-
omy has been taking place: an expansion of service work. Seven out of
every ten employees now work in the service sector. The rapid growth
of the retail and health and social services is particularly noticeable.
While generally it is mainly low and intermediate-skill jobs that have
been affected by rationalisation, there is an increasing demand in the
service sector for just such jobs. However, the main consequence of
the structural change is that the demand for high-skill (graduate) jobs
has increased. The next structural shift, driven by digitalisation, is
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now fast approaching.

EVOLUTION OF THE LABOUR MARKET UNCERTAIN. The German de-
bate on the rationalisation effects of digitalisation was kindled by
Frey and Osborne’s study. They predicted, in the case of the USA, a
reduction of 47 per cent in all employment over the next 20 years
(FREY/OSBORNE 2013). This scenario cannot be applied to Germany
because the occupational system is very different from that in the
USA. Furthermore, due to the dual vocational training system, which
combines an apprenticeship in a company and class-room education
in a vocational school, occupational profiles in Germany are consid-
erably more complex. Interaction, situational uncertainty and creativ-
ity are important elements that cannot simply be replaced by technol-
ogy (PFEIFFER/SUPHAN 2015). Taking into account the specifics of
the German employment system, the Institute for Employment
Research (IAB) estimates that only 12 per cent of all jobs will be at
risk of disappearing because of automation.’

The jobs that may potentially be replaced by 9 An1aB calculation assumes
technology are not evenly distributed across the  thatin 2025 1.5 million jobs will no
skill categories. Low-skill workers will be more longer exist but that, conversely,
severely affected than the more highly qualified: virtually 1.5 million new jobs wil be

. X ] . . created. Digitalisation will acceler-
jobs in offices, in clerical processing and sales and ¢ the pace of structural change

towards more services (WOLTER et
al. 2016).
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in machine maintenance and operation are more easily automated
than jobs in teaching, development, social care, planning etc. The
number of jobs in other areas, such as IT and health care, will increase
(WIFOR 2016). It is uncertain what the net balance will be, even if
much of the technically possible potential for change is deployed in
certain sectors and if consumption patterns and changed import and
export structures are taken into account. It is also uncertain whether
businesses will actually make use of the technology available to them.
For that to happen, technological innovations will have to be deemed
economically profitable; there are also legal and ethical issues that
will have to be addressed (DENGLER/MATTHES 2015).

All in all, digitalisation’s potential for rationalisation and automa-

tion is counterbalanced by its considerable positive potential for en-
hancing employment and creativity through job enrichment. If certain
activities become more heavily automated, the proportion of human-
machine cooperation in a job will rise. The remaining or new job
designs will tend to be more demanding than those lost to automa-
tion; consequently, reskilling will be a precondition for continuous
employment. Moreover, there is nothing inevitable about any of the
various automation scenarios; they are not predetermined as by a law
of nature but can be shaped and adapted by human intervention. The
social partners have a key role in any such interventions.
DOES THE CONCEPT OF “EMPLOYEE’ STILL APPLY IN THE DIGITAL
ECONOMY? Technological progress not only changes work processes
but also produces new business models and networks that change the
structures of the economy and the world of work. However, employ-
ment and businesses are subject to legal and social standards.

An ‘employment relationship’ takes as its basis a clearly identifi-
able employer and employee. There are already areas of the labour
market in which these roles are disappearing, for example in the plat-
form economy or in parts of the education system. This trend will
probably gain strength as digitalisation and the associated realign-
ment of organisational structures proceed.

Many people no longer earn their living solely as ‘employees’ in
jobs governed by an employment contract but work on the basis of
individual assignments or commissions. Various groups of so-called
external employees (or subcontractors) that have emerged out of com-
plex supply and distribution chains are to be found not only in crowd



work!?, network organisations and digital plat- 10 In crowd work, tasks

forms but also in the core areas of the world of  are outsourced digitally to
an anonymous pool of

work.
Legal criteria, such as ‘personal dependency’ as

becoming increasingly difficult to apply in these  mediaries).
areas. German labour and social security legisla-

tion still endows the status of ‘employee’ with certain legal entitle-
ments. Dismissal protection, regulated working time, collective rep-
resentation under the terms of the Works Constitution Act, the
Collective Bargaining Act and the minimum wage all do not apply to
external employees. Consequently, the categorisation of workers and
the ensuing form of social protection are topics of legal debate (e.g.
DAUBLER/KLEBE 20I5; KLEBE 20I6; PRASSL/RISAK 2016).

IS THE COMPANY BEING ERODED AS A REFERENCE FRAMEWORK?
Digitalisation encourages the development of corporate structures
that constitute networks rather than spatial or organisational units
(SYDOW/HELFEN 2016). In such network companies, there are still
employees at the centre but there are also freelancers for whom job
tenure and the employment relationship are no longer pivotal, just
their individual assignments. It is true that, in Germany, crowd
work as an empirical reality is still on a scale that can be more or
less disregarded; however, it could become increasingly important
as an employment principle and thus impact on the regulation of
other employment forms. In such a scenario, work would be organ-
ised via platforms to a much greater extent (irrespective of whether
internal or external assignments were the object) (BOEs et al. 2014,
2015). This would make it necessary to revise the
established concept of the company.**

(p. 226) are marked this way.

workers, the so-called crowd.

. A . The tasks are allocated via
a definition of an employment relationship, are  gigical platforms (‘inter-

11 References to the glossary
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WHERE
CAN WE BEGIN?

RECOGNISING PLURALITY
IN EMPLOYMENT

The diversity of employment forms would not be a matter of concern
for employment policy makers if the only issue at stake were different
working times. However, if different employment forms give rise to
extremely divergent forms of social protection and treatment in labour law,
then that diversity becomes a major social policy issue.

—> FOOD FORTHOUGHT IN FAVOUR OF A
PLURALISTIC CONCEPT OF WORK AND EMPLOYMENT

Divergences from full-time employment are currently often defined
as ‘atypical’ and hence as ‘non-standard’. Even jobs just below the
full-time norm are still regarded by many as atypical, the implication
being that they are somehow sub-standard, even though they are
counted as ‘standard employment relationships’ in the official labour
market statistics. As gender roles and the division of labour within
the family change, the world of work must say farewell to the ideal of
the single male breadwinner and its use as a reference framework.
Part-time working must become something normal over the course
of both men’s and women’s lifetimes, and not regarded disapproving-
ly as ‘atypical’.

Social protection, occupational health and safety and the right to
collective representation should be part of all employment forms.
This is not only crucial for social cohesion and the stabilisation of
social protection systems but also overdue from the perspective of



gender equality policy. Time off and working time reductions are be-
coming more normal in a society in which care work and retraining/
upskilling are recognised as a normal part of one’s career.

The legal concept of ‘employee’ and the associated protective stand-
ards enshrined in labour and social security legislation were a reac-
tion to the desire to offer workers protection and security. Since the
beginnings of industrialisation, when broad swaths of the working
population were immiserated, it has gradually been recognised that
government social policy and protective regulations on employment
and the use of labour not only help individuals to enjoy a decent ex-
istence but also guarantee employers a reliable supply of labour and the
maintenance of social stability.

Academics have long discussed changes in the use of labour, using
the concept of ‘decommodification’. According to this historical in-
sight, workers should not be directly exposed to market forces but,
since they are generally in the weaker position in the market, enjoy
protection in the form of legal safeguards. The current erosion of the
status of ‘employee’ and the increase in employment not covered by
such regulations carry with them the risk of ‘commodification’, in
which more and more workers are having to fend for themselves un-
aided in the labour market. This is not a problem for everyone, since
individuals with sought-after skills are well able to thrive in such la-
bour markets. For many others, however, the bargaining position is
much more difficult.

In a dynamically changing world of work, and in view of the plu-
rality of employment forms, the question arises of whether a com-
mon standard actually still exists and, if it does, what it might consist
of. Once more and more businesses are rejecting their role as ‘em-
ployer’ and withdrawing from the rules and obligations associated
with it, gaps in protection begin to appear. Proposals for plugging
these gaps for certain groups by means of commercial or civil law will
not have the desired effect. For example, drivers offering rides through
Uber, the online passenger transportation service, are regarded as
selfemployed; the actual platform sees itself as merely an intermedi-
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ary, not as an employer. This model is as successful as it is controver-
sial. In many of the countries in which Uber is active, legal disputes
concerning the drivers’ employment status are currently going through
the courts.

The following remarks and the fundamental ideas outlined in the
Food for Thought section below are based on the expert report pre-
pared by ULRICH MUCKENBERGR for the Commission.

The current debate is dominated by two positions. The first is crit-
ical of the legal ambiguity surrounding the concept of ‘employee’ and
calls for further clarification and a more detailed legal definition. The
second position goes further by fundamentally challenging the appro-
priateness of the ‘employee’ concept. From this point of view, the con-
cept is incapable of addressing the current problems of structuring of
work, which is why a conceptual and ultimately legal overhaul is re-
quired.

Empirical underpinning for this second position is provided by
the explosive growth of platforms that either serve as intermediaries
for service providers (Uber, AirBnB, Helpling) or themselves become
the workplace, as in the case of crowd work platforms. It is estimated
that in Germany there are between one and two million crowd work-
ers. The customers of the crowd work platforms encompass the entire
spectrum of the business world, from Google, Intel and AOL to
Deutsche Telekom and Deutsche Bahn.

So what might a plan for the redesign of employment relationships
actually look like, a plan that both takes account of change and main-
tains the protective functions by extending the standards derived
from labour law, the social insurance system and codetermination
into the future? Instead of dividing workers into those who belong
and those who do not belong, it is essential to develop a new system of
graduated rights and a concept of the employee apposite to the digital
transformation.



—> F00D FOR THOUGHT
A NEW CONCEPT OF THE EMPLOYEE

The Commission advocates a four-stage model of employment pro-
tection:

1.

New groups are brought into the protective framework, which has hither-
to been tied to the concept of the employee. This applies in particular
to the selfemployed who are formally selfemployed but are in fact
brought under an employer’s control by prescribed work processes or
are economically dependent on him, i.e. when a dependent employ-
ment relationship exists in all but name.

To this end, an extended and more readily enforceable definition of
bogus self-employment (misclassification of employees as independent
contractors) is required, i.e. one in which in all probability a claim for
employee status can be legally enforced. One starting point might be
the regulation that was in force until 2002, which laid down five clear
criteria to mark the bounds between employment and self-employ-
ment and placed the burden of proof on the employer.

It will further be necessary to define the concept of employee more
broadly, i.e. extend it to those who are not personally subordinate but
are substantively or economically dependent, particularly those engaged
in work obtained via digital platforms.

The question of defining self-employment could also be approached
from the opposite direction. A self-employed person could be defined
as someone who is essentially free to organise their own work. Any-
one who is not in that position (e.g. in terms of determining the price
of their labour or their working hours) is not self-employed. Encour-
agement for such an approach can be found in the ‘control criterion’
that is well established in the USA. It breaks away from the ‘personal
subordination’ criterion and recognises electronic networking as sub-
stantive dependency. Accordingly, anyone who for a certain period
provides a service for another person in accordance with their in-
structions and receives payment in return is also classified as an em-
ployee. Court rulings (e.g., the FedEx case) have already confirmed
this principle.
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2.

The Commission is well aware that not all those working in the inter-
mediate zone between dependent employment and self-employment
can be covered by an extended concept of the employee. However, if
this group is not to become lost to sight in a grey zone, this group also
needs to be re-categorised. The obvious choice here is to extend the

existing category of ‘employee-like person’. So far, this category has
been used for small groups only (e.g. so-called ‘free collaborators in
the mass media). This status is associated with a number of social
protection regulations, such as entitlement to paid holidays and care
or study leave. Moreover, it is possible for employees in this category
to enter into collective bargaining agreements. This category can and
should be developed.

It would be logical also to amend the Collective Bargaining Act,
according to which all individuals who obtain 25 per cent of their
earned income from one client are to be regarded as ‘employee-like’.
The European Court of Justice has already declared that collective
bargaining agreements which regulate the employment and working
conditions of self-employed individuals who are in a situation com-
parable to that of an employee are exempt from EU legislation on
cartels and are thus legal. Putting them under the umbrella of the
Collective Bargaining Act would be an option.

In other countries, the differentiation between (genuine) self-em-
ployment, employee-like individuals and employees has already passed
into law. In the U.S. and Canadian legal systems, there is the new,
third category of ‘dependent contractor’ in addition to the categories
of ‘independent contractor’ (selfemployed) and ‘employee’. A simi-
lar distinction has long been established in Italy and Spain. Interna-
tional comparisons can provide starting points for the further devel-
opment of employee protection in Germany. It should be borne in
mind that, as the new categories are introduced, there must be no
watering down of the extended definition of employee and that the
new and/or extended categories should confer the same protective
rights as those enjoyed by dependent employees.



3.

Rights and protective norms that are indeed linked to work but are in-
dependent of workers’ legal status must also be taken into considera-
tion. There are three possible starting points here:

——— Protective rights that are linked to the source of risk (e.g. purely
technical health and safety or data protection regulations) and afford
protection against the source of risk are already in place for the
self-employed and agency workers. In the digital world of work, this
protection is well applicable to the risks associated with data handl-
ing, bearing in mind rights to informational self-determination.

~——— Protective norms that enforce the right to equal treatment can also
be applied in many cases without there having to be any personal
subordination in the execution of work tasks.

——— The introduction of portable rights for employees should equally
accommodate workers’ concerns with mobility and companies oper-
ating globally. It is true that § 6132 of the German Civil Code and §4
of the Act on the Improvement of Employer-Based Pension Schemes
contain provisions on transfer of business ownership and changes of
employer respectively, but these are exceptions and do not systemati-
cally regulate the individual employer-employee relationship. Em-
ployees’ rights and positions should made ‘portable’ in order to pro-
tect employees” acquired rights against loss if they change employer
or lose their job and make it possible to transfer them to their new
economic and social circumstances.

A basis on which to build this portability already exists in the
provisions of, and experience with, the legislation on holiday enti-
tlement, on occupational pension and on working time credit
schemes, as well as the social insurance scheme for artists and the
industry-wide holiday schemes in the construction sector. For exam-
ple, in the draft of the “White Paper Work 4.0”, published by the
Federal Ministry of Labour and Social Affairs (Bmas 2016b), a per-
sonal development account is proposed, which could be further ex-
tended in conjunction with long-term working time accounts. Fur-
ther proposals could be based on the ‘compte personnel d’activités’
or ‘individual activity account’ recently introduced in France. Its
core idea is to make benefits no longer contingent on a person’s job.
Instead, every worker would have an account where their social
benefits would be kept in the form of points regardless of employ-
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ment status. Options and mechanisms of this portability have not
yet been sufficiently explored.
Furthermore, compulsory membership of the statutory old age in-

surance scheme would seem to be necessary for the selfemployed. Im-
provement of the voluntary unemployment insurance scheme for the
self-employed should also be considered. In the case of platform work-
ers, there needs to be clarification on the issue of how both customers
and platform operators can be involved in financing these schemes.

4.

If, for some Germans, employment is no longer regulated by an em-
ployment contract but rather by the German Civil Code, which governs
the legal relationships between private individuals, then ‘social private
law’ comes to the fore.

Members of society have rights regardless of their position in the
world of work — particularly when they are the structurally inferior
party in an unequal power relationship (e.g. in a tenancy agreement
or consumer issues). This social private law hardly ensures that labour
standards or other legal rights will be upheld but it does gain in
significance when no other protective rights have taken effect in a
digitalised world of work. In the case of crowd work, it can be shown,
for example, that consumer protection provisions under the law of obliga-
tions could indeed be brought to bear in conjunction with the use of
‘general terms and conditions of business’ (— INCOME). However, the
more economically dependent crowd workers are, the more unlikely
it is that they will actually seek to uphold their ‘consumer rights’. For
this reason, collective enforcement instruments are required here too,
along the lines of the class action suits by consumer advice centres.

Copyright protection and utility and design patents should also
become more significant in crowd work (and in digital work in gener-
al) (= INCOME). However, the question is which regulations will ac-
tually have any effect on platforms headquartered abroad (see p.37).

All in all, ‘social private and commercial law’ will become more im-
portant in all situations in which the concept of employee and its
extensions prove to be inapplicable.



This new normative framework will be able to accommodate the
diversity of employment forms that exist in the world of work and will
call time on the creeping loss of the social and legal embeddedness,
and the protection it afforded, that has characterised work and em-
ployment in Germany.

CONCEPTUALISING THE COMPANY
ON THE BASIS OF ITS FUNCTIONS

The dissolution of the company is not a new process; it was being
described as early as the end of the 198cs, when the processes of
marketisation and decentralisation began. The principles of competi-
tion were assimilated into the company, management was made lean-
er, hierarchies were thinned out and more and more stages of the
production process were outsourced. Now, against the background of
digitalisation, a further shifting of the boundaries is being discussed;
there is even talk of the ‘dissolution’ of the company, which is devel-
oping from a technical and organisational unit into a digitally connect-
ed network.

The Internet is giving rise to new forms of collaboration and net-
working, which can give rise to new value creation systems and value
added chains and which in turn can produce new production struc-
tures. Employment and production are less tied to fixed locations if
the means of production, physical objects on which work is per-
formed, the organisation of the work processes and the accompany-
ing communication can be brought together via the Internet. In glo-
bally integrated companies, various components of the value added
have long been produced at very different locations.

Employees do not necessarily have to be present within the com-
pany any longer. The use of cloud platforms as hubs for the organisa-
tion of work have contributed to a change in company structures.
They are being opened up to outsiders and everything is connected,
which is made possible by Internet platforms. IBM calls this ‘working
in the open’. Workers scattered across the globe can be deployed via
the platform and integrated into the value added chain. Ultimately,
the boundary between the inside and the outside is defined by the
rights of access to the cloud platforms — and these rights can be re-
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assigned as required. A company’s permanent employees may
work with employees of supplier companies, with independent
contractors and selfemployed workers and even with crowd
workers and customers in a shared value adding process (BOES
2017). It is true that these phenomena are by no means universal,
but they are extremely influential in determining the ways in
which corporate structures are being conceptualised and shaped.

——— POINT OF CONTROVERSY
A NEW CONCEPT OF THE COMPANY

The company is not disappearing as technological progress and
global networking forge ahead. Rather its form and organisa-
tional principles are changing, and with them its risk structure.
More and more risks are being shifted to ‘market participants’,
who previously worked as dependent employees and were pro-
tected by this status.

In case law, a firm is ‘the organisational unit within which
the employer, with or without his employees and using tangible
and intangible resources, pursues certain operational objectives
that are not limited to the satisfaction of personal needs’ (from
a May 2000 ruling by the Federal Labour Court). This definition
is already more flexible than the standard concept of a company
as being situated in a fixed location.

This notion of the localised company is being replaced by a
definition of the company as a functional unit. In as much as an
economic actor succeeds in creating the social ties required for
his production processes and on that basis builds the transaction
and control structures required to exercise his managerial pre-
rogative, the result is to be regarded as a company. This is of
great significance for labour law and codetermination because
the various rights to information, consultation and codetermi-
nation are linked to the company (and to interpretations of the
concept of the company).

By using a purely functional definition, it becomes possible
to put forward a modern concept of the company. It is impor-



tant to note that this in no way makes the company any less impor-
tant. Its material form thus does change, but its essence remains, as
does its legal significance as an organisational unit.

The definition of the company as a functional unit has implica-
tions for the codetermination system. If the concept of the company
is becoming ‘delocalised’, employers can no longer circumvent code-
termination by fragmenting companies into small units, as the thresh-
old for the right to establish a works council is five employees. At the
same time, the new concept of the company opens up opportunities
for works councils to enforce their rights of representation all the
way along the value chain.

There is much to be said for supplementing the old concept of the
company by placing the new concept alongside it, particularly in or-
der to retain the employer function. Thus the existing codetermina-
tion arrangements and protective standards (such as higher indus-
try-level minimum wages, for example) could be protected and the
fragmentation of employment relationships into a multiplicity of
short-term relationships avoided.

All this raises some fundamental questions for the social partners.
What does it mean for social partnership if companies and industries
‘fluidify’ and it becomes increasingly impossible to draw clear bound-
aries between them? What form would effective trade union represen-
tation take in a network company, without trade unions’ poaching on
each other’s territories?

w
o

PARTICIPATING IN THE WORLD OF WORK

STANDARDS FOR DIVERSITY




PUTTING PROTECTION IN PLACE
FOR EACH ASSIGNMENT

In the digital world of work, there is an increasing number of individ-
uals who, instead of having an employment relationship and an em-
ployment contract, simply complete assignments. Most of these assign-
ments are obtained via digital platforms. This so-called crowd working
constitutes a new form of labour utilisation, still marginal in Germa-
ny. However, if developments in other countries are anything to go
by, considerable increases are to be expected.

There are some 2,300 crowd working platforms worldwide (of
which about 65 are operated from Germany). The World Bank esti-
mates that turnover will reach about 25 billion dollars by 2020 and
that the number of crowd workers will rise to some 112 million (KUEK
et al.2015). Even now, 750,000 people are already working on Top-
Coder (USA), 14.5 million on Freelancer (Australia), a million on
Mechanical Turk (USA) and 700,000 on Clickworker (Germany)
(KLEBE 2016). According to one study, average earnings are two dol-
lars per hour (EUROFOUND 2015; IRANI/SILBERMAN 2013). Even if
crowd working in Germany is still primarily something people do to
supplement their incomes from their main jobs, it seems necessary to
explore the question of how it might be possible not only to ensure
that this form of employment pays a living wage but also to safeguard
all the standards that have been linked to employment.

Since platforms see themselves not as employers but as brokers or
intermediaries, crowd workers are treated as self-employed workers.
Consequently, neither the usual wage setting mechanisms nor the
statutory minimum wage apply to them, nor are they covered by any
of the other forms of protection linked to employment.

One of the reasons adduced to justify the lack of social and labour
standards in crowd and click working is that they constitute a global
work space that cannot be regulated at the level of the nation state.
Nevertheless, there are ways of providing the same kind of protection
for this kind of work as that which applies to standard employment.
Even though crowd work is, by its very nature (assignments allocated
via digital platforms), more difficult to regulate than dependent em-
ployment by means of labour and social security law, standards can
nevertheless be introduced.



——— POINT OF CONTROVERSY
‘PURCHASER PRINCIPLE’ FOR DIGITAL WORK

One promising starting point for the safeguarding of standards in
crowd work that the Commission discussed is the introduction of a
compulsory ‘purchaser principle’ for digital work.

This means that when a German company purchases services via a
digital platform, German or EU law would have to apply, i.e. the
standards in force in Germany with regard to (minimum) wages, tax
treatment and labour law. Thus the decisive factor in determining
contractors’ pay and working conditions would not be the location at
which the service is produced but rather in what country the purchas-
er is located. This proposal was the subject of a heated debate within
the Commission, as there still many issues in need of clarification.
The Commission did agree, however, that the purchaser principle
could be a game changer. In many ways, it is very similar to other
approaches. The German Act on Real Estate Agents, which was enact-
ed in 2015, is also based on the principle that ‘whoever purchases the
service also pays for it, and his or her governing law and place of ju-
risdiction shall apply’. Of even greater interest, however, are the par-
allels with the EU Posted Workers Directive. It is based on the notion
that, in the case of posted workers, the country of employment or
place of work matter, not the country of origin. Posted workers’ pay
and the labour standards that apply to them depend on where they
carry out their work. In essence, the ‘equal pay for equal work at the
same location’ principle, as espoused by the EU Posted Workers
Directive, means the same thing.

In the Commission’s view, however, the analogies with the Posted
Workers Directive also show that a number of unresolved issues
around the purchaser principle still have to be clarified.

——— The first issue is its scope. The Posted Workers Directive applies
only to workers seconded to another EU member state. It was only
because the governments of the member states were able to agree on
the application of the country of employment principle that the
binding legal regulation in the form of the Posted Workers Directive
was possible. If the services provided via digital platforms involve
purchasers and providers who are both located in an EU member
state, then a similar regulation in European law would be at least
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conceivable. However, transactions in which the purchaser and/or
provider reside outside the EU would not be covered by European
law. A European regulation making the purchaser principle binding
would be a considerable gain, but it would be too narrow in scope,
since digital platforms in their role as intermediaries often operate
globally.

——— A second problem, again by analogy with the EU Posted Work-
ers Directive, concerns the status of most crowd workers. They are
normally not dependent employees but self-employed workers. The
Posted Workers Directive essentially applies to dependent employees
who are posted from their home company to the contracting compa-
ny in another EU member state in order to carry out given tasks. The
directive, however, can easily be circumvented if employees are oper-
ating as contract workers in other EU countries, which means they
are officially classed there as selfemployed.

Thus in the case of work that is assigned via digital platforms and
regularly carried out by selfemployed crowd workers, it becomes
clear how important it is to consider the idea of introducing a bind-
ing purchaser principle from the outset in conjunction with a funda-
mental redefinition of the concept of employee (see above).

~——— A third point that will have to be considered more closely in
conjunction with the introduction of a binding purchaser principle
is the question of which services and which digital mediation plat-
forms are to be covered by it. In particular, a distinction is to be made
between platforms that offer services strongly linked to a specific
location and those that offer service work across the world. In the case
of platforms offering services tied to a location, as is often the case in
the so-called ‘sharing economy’ (Uber being the archetype here), it
should be considered whether or not the platform operator should
itself be given the legal status of employer, in accordance with the law
in the country in which these services are provided. On the other
hand, the binding purchaser principle — based on the purchaser’s
country of domicile — would apply primarily to services without a
strong local element that are assigned globally via platforms.



— > FO00D FOR THOUGHT DIGITAL TOOLS
FOR OPENNESS AND COMMUNITY BUILDING
AROUND PLATFORMS

People who earn their livelihoods from crowd work cannot always to
be classified as ‘precarious workers’. However, they are individually
responsible for many arrangements connected with their work and
usually work in isolation. Consequently, the Commission proposes
that a collective communications infrastructure for the exchange of in-
formation and advice should be built for crowd workers.

There are already models that can be used as starting points. The
German IG Metall trade union has developed the website www.fair-
crowdwork.org as a platform for crowd workers that acts as a vehicle
for networking, creates openness and transparency about platforms
and offers advice. Whereas it is standard practice for platforms to rate
their crowd workers and, as the case may be, reject them for any
future assignments, the boot here is on the other foot: it is now crowd
workers who assess the platforms on the basis, among other things, of
criteria such as payment, communication and quality of work. Ver.di
also operates an advice platform for crowd workers (‘’'m worth
more’). The ‘Turkopticon’ tool can be used to assess work providers.
Assessments can be seen when selecting new assignments via ‘Ama-
zon Mechanical Turk’ (16 METALL no date; VER.DI no date; IRANI/
SILBERMANN 2013).

Codes of conduct are also being drawn up that lay down rules for
fair collaboration. More radical are plans to set up platform coopera-
tives, i.e. platforms owned by users. The idea is to combine platform
technology with good working conditions and the non-profit busi-
ness model of a cooperative. Trade unions could provide legal exper-
tise, particularly on labour law.
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SAFEGUARD STANDARDS
ACROSS THE BOARD

The debate on social inequality generally focuses on differences in
wealth and income. However, this emphasis means that we tend to
lose sight of the fact that the differentiation of employment forms
also gives rise to differences in job security, favourable working and
employment conditions and the chances of enjoying ‘decent work’.

Examination of the data on working and employment conditions
in Germany reveals a dividing line linked to coverage by collective bar-
gaining agreement. In those areas of the economy where collective
agreements apply and works councils are active, employees enjoy far
better conditions and protection. The wage spread is narrowest in
countries with high rates of coverage by collective agreement, while in
countries with low levels of coverage wages at the bottom end of the
distribution tend to be compressed at the level of the minimum wage.

According to the German Federal Statistical Office, 46 per cent of
employees in western Germany (the former democratic West) were
covered by collective agreements in 2014; the figure for eastern Ger-
many (the former communist East) was 39 per cent. In many areas of
manufacturing industry coverage is relatively high (e.g. 85 per cent in
the energy sector), although the long-term trend is downwards. In
service occupations, on the other hand, the rate of coverage is consid-
erably lower (e.g. 24 per cent in the hospitality industry). Further-
more, there are differences by business size. Full-time employment,
which tends to go hand in hand with high union density, is less wide-
spread in the service sector, and in the new labour market segments
(e.g. in the IT sector) many companies have no codetermination. In
general terms, there has been a decline in coverage by industry-wide
collective bargaining agreements. Qualitative changes within collective
agreements are also emerging due to increases in company agreements
concluded as supplements to or replacements for industry-wide agree-
ments, as well as increases in derogation and differentiation clauses to
industry-wide agreements. There has also been a decline in works
council density, leading to the erosion of those institutions that breathe
life into collective agreements at the company level.



— > F0O0D FOR THOUGHT EXTEND COVERAGE
BY COLLECTIVE BARGAINING AGREEMENT

The Commission regards strengthening of coverage by collective bargain-
ing agreement as one possible approach in the fight against social
polarisation. Declarations of general applicability are an important in-
strument for extending that coverage; such declarations, which may
be issued at the request of the social partners, make the provisions of
a collective agreement binding for all companies in the industry in
question, even those that do not normally adhere to the industry’s
collective bargaining agreements. However, the number of declara-
tions of general applicability has fallen considerably in recent years —
the hurdles were obviously too high. For this reason, the Commission
welcomes the ‘Act to Strengthen the Autonomy of Collective Bar-
gaining’ (Tarifautonomiestarkungsgesetz) that was passed by the Ger-
man Federal Parliament in 2014 and which makes it easier to declare
collective agreements generally applicable. The hurdles have been
lowered significantly. Previously, the rule was that at lest 50 per cent
of employees in the industry had already to be working in a company
bound by collective agreement. Declarations of general applicability
often used to fall at this hurdle, although it is precisely in industries
with low levels of coverage that they would be particularly beneficial.
The 5o per cent threshold no longer applies. Instead, when a ruling
for general applicability is solicited, the Federal Ministry of Labour
and Social Affairs, in consultation with a committee made up three
representative of each of the employers’ and employees’ umbrella or-
ganisations (the so-called collective bargaining committee or Tarif-
ausschuss), has to determine that declaring the agreement generally
binding would be in the ‘public interest’. The legislation does not
define the ‘public interest’ in any greater detail. In order to make the
legislation more effective, the Commission makes the following
recommendations:
~—— Clearer definition of the public interest: A declaration of general
applicability is regarded to be in the public interest when a) the col-
lective agreement has become the principal determinant of working
and employment conditions in its area of application or b) the effec-
tiveness of rule setting by collective agreement has to be protected
against the consequences of undesirable economic developments. In
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practice these criteria are obviously too abstract to be effective. For
this reason, the Commission recommends that consideration be
given to ways in which the public interest can be defined in more
concrete terms. The public interest could be specified more closely as
follows: An overriding public interest shall be deemed to exist when
the share of low pay in a sector is at least 20 per cent or when labour
turnover in a sector is very high so that it is very unlikely that collec-
tive agreements will be concluded. This regulation has been intro-
duced in Switzerland with the tourism industry in mind, where
labour turnover is very high.

~——— Introduction of industry-level dialogue in the service sector: Tripar-
tite dialogue at industry level between policymakers, trade unions
and employers is a means of finding constructive solutions. However,
such arrangements are virtually non-existent in the service sector. Yet
they are important because industrial relations here are not com-
parable with those in manufacturing. In home care services for the
elderly, for example, private, non-profit and public providers compete
with each other. Consequently, many parties have to reach agreement
for sector-wide rules to be put in place.

——— The Commission further recommends that collective agreements
should also be opened up to groups of workers who are not employees
but have a similar need for protection. One way of doing this would
be to reform the legislation on collective bargaining agreements in such a
way that the right to negotiate collective agreements is not restricted
to those who work mainly for one client but also applies to those who
work for several clients yet are in a position of dependency never-
theless. This would herald a paradigm shift, since the self-employed
working for several clients have been regarded as competitors so far.
A reform would turn them into collective actors who would be able to
fight collectively for higher pay. Until now it has been argued that
competition law (cartel law) prohibits such collective negotiations as
‘illegal price-rigging’. However, since many selfemployed workers
are in a very weak position in the market, it is debatable whether
competition law is in fact the right frame of reference for them or
whether different objects of legal protection come into play in ac-
cordance with the principle that ‘civil rights take precedence over
competition law’.



— > F0O0D FORTHOUGHT STRENGTHEN
COVERAGE BY COLLECTIVE BARGAINING
AGREEMENT THROUGH TARGETED PUBLIC
PROCUREMENT

In the Commission’s view, public commissioning offers a good start-
ing point for strengthening the ‘collective agreement’ principle.
Commissioning bodies at federal, Land and local authority level in
Germany currently spend some 400 billion euros on the public pro-
curement of goods and services; this equates to 17 per cent of Ger-
many’s GDP. In the Commission’s view, the state is not a standard
market participant. It has a particular role to play as a role model and
besides cost effectiveness must also take into account higher-level,
socially worthwhile concerns. These include protection of market
participants from price undercutting as a result of wage dumping and
from the circumvention of German and international labour and
social security law.

The Commission argues that the public authorities should make
compliance with collectively agreed pay scales (compliance with repre-
sentative collective bargaining agreements) and membership of an
association that concludes collective agreements a compulsory criterion
in awarding contracts in order to strengthen the collective bargaining
system. This would also cover outsourced work. Such compliance
clauses are permissible under German constitutional law with regard
to representative collective agreements. The law on public procure-
ment has already been reformed in Germany and Europe in recent
years. The 2014 EU directives on public procurement have shown that
social criteria can no longer be described as factors that are not to be
taken into account in public procurement.
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PROTECT JOBS DURING
RATIONALISATION

The digital transformation not only brings with it new business models
but also harbours enormous potential for rationalisation through auto-
mation. This is not a new phenomenon for manufacturing or service
work — and there are tried and tested methods of dealing with it in
order to manage job losses in a socially acceptable way. Bearing in
mind that the pace of change in the labour market may well quicken,
these instruments should be made viable for the future and promoted
as options for crisis management throughout the world of work.

——> F00D FOR THOUGHT SAFEGUARDING
JOBS THROUGH WORKING TIME REDUCTIONS
AND RESKILLING

Models for reducing working time in order to safeguard jobs date
from as far back as the 1990s. Workforces collectively accepted reduc-
tions in working time and incomes in order to protect jobs. The best-
known example of this was the four-day week at Volkswagen.

Since 2001, works councils have been able to put forward proposals
for safeguarding jobs and employers are obliged to consider such pro-
posals. Since 2009, companies have had at their disposal the very effec-
tive instrument of (temporary) employment protection. This legislation
makes it easier for companies to put in place cyclical short-time working
arrangements and relieves employers of the burden of the associated
costs, as the government compensates employees for part of their in-
come losses due to the temporary reduction in working hours by pay-
ing them the so called ‘short-time allowance’. This applies particular-
ly when the workforce also undergoes reskilling during the period of
short-time working. In the metalworking and electrical engineering
industry, the social partners already managed to agree top-up pay-
ments for the short-time allowance and thereby limit the financial
losses suffered by workers on short time even further, to safeguard
jobs for the period of short-time working and to extend works coun-



cils’ rights of codetermination (cf. the provisions in the collective
agreement on ‘Short-time working, reskilling and employment pro-
tection’ concluded between 1G Metall and the Siidwestmetall em-
ployers’ association that was in force until 2010).

Bearing in mind the structural change that will be brought about by
digitalisation, the short-time allowance, an instrument that came into
widespread use in the financial and economic crisis, should be develop-
ed further. For example, businesses have hitherto made too little use of
the opportunities for combining short-time working with reskilling. Either
because there were no plans in place for reskilling programmes or be-
cause employees were reluctant to take part in such programmes, the
funding made available by the Federal Employment Agency has not
been fully used. Consequently, companies should put in place plans for
reskilling as a preventive measure (— EDUCATION AND TRAINING).

However much companies try to adapt to digitalisation, not all of
them will come to terms with it quickly enough. For example, medium-
sized suppliers are at risk of insolvency if they do not ‘get up to speed’
with digitalisation; else they will drop out of the integrated value
chains, a threat that hangs over 30 per cent of automotive component
suppliers in Germany (p1Ez 2016). The companies affected can get
back on their feet again, but they will need time and support.

——— POINT OF CONTROVERSY DEVELOP
TRANSITIONAL COMPANIES FURTHER

Transitional companies (Transfergesellschaften) are a tried and tested
instrument for use in company insolvencies or restructurings that
can be further developed as the pace of structural change accelerates.
Employees who have lost their jobs or whose jobs are at risk due to
substantial changes in their company can be taken on by the transi-
tional company, usually for a 12-month period, to facilitate finding
new jobs. There was a controversial debate in the Commission about
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the proposal that the rules on transitional companies should be amend-
ed in such a way that employees are able to return from the transition-
al company to their former company after the restructuring and un-
dergo further training during their time in the transitional company.
The transitional company could thus operate as an ‘internal start-up’.

It was generally agreed that greater use should be made of transi-
tional companies for further training. Reskilling is still being neglect-

ed in the negotiations on redundancy programmes, so a rethink is
required here. The idea of a special short-time allowance for workers
in companies adjusting to the digital transformation, as recently pro-
posed by IG Metall, was well received by the Commission.

Whereas for large segments of the working population standard em-
ployment used to be a means of permanently securing their livelibood,
this is clearly no longer the case. In a dynamic, globally networked
economy, job security is no longer certain. The more intense the com-
petition in certain segments becomes, whether as a result of rational-
isation effects or labour migration, the more precarious life in the
zone of social decline as well as in the middle strata of society is per-
ceived to be (CASTEL 2000; CASTEL/DORRE 2009).

Even though unemployment has always been a personal crisis sit-
uation, the reform of the social assistance system has certainly exacer-
bated the difficulties. Social assistance was integrated into the system
for the more generous unemployment benefits, which can now only
usually be drawn for 12 months only (as opposed to 24 months previ-
ously) before social assistance kicks in. Since the changes (commonly
referred to as Hartz reforms) were enacted, unemployment has be-
come even more strongly linked to concerns about downward mobil-
ity and impoverishment — and not being able to regain one’s previous
status, since the rules on what constitutes a reasonable job offer for
those on social assistance after their unemployment benefits have run
out stipulate that offers of work even below a job seeker’s level of skill
and qualification cannot be rejected without good cause. Further-
more, the employment agencies (job centres) prioritise placement in
work over extensive reskilling. In many cases, fragmented ad hoc



measures are all that is provided, rather than more wide-ranging re-
skilling programmes (BLASCHE etal. 2017). In recent times, out of
around 1.3 million unskilled unemployed individuals, barely 50,000
per year have embarked on a training programme with the aim of
obtaining a vocational qualification. The number of individuals on
social assistance fell by nine per cent between 2010 and 2015, but ex-
penditure on further training for this group was cut by 26 per cent.
Experts consider this to be shortsighted, since recent studies have
shown that extensive reskilling certainly pays off (it increases the like-
lihood of finding employment by 20 per cent), though not overnight.

——— POINT OF CONTROVERSY CURBS
ON DOWNWARD MOBILITY

In view of digitalisation’s potential for automation and rationalisa-
tion, the Commission discussed measures that could function as curbs
on downward mobility:

——— The planned introduction of a reskilling unemployment benefit
was broadly welcomed. This instrument combines an extension of
the period of entitlement to unemployment benefits with reskilling,
thereby conceivably offering many people the possibility of re-enter-
ing the labour market (possibly with a different job).

——— Despite intensive reskilling efforts, not all those who become
unemployed will be able to gain a foothold in the primary labour
market straightaway. An initiative from North Rhine-Westphalia is
worthy of consideration. The state government there has taken up the
trade unions’ call for the establishment of @ new social labour market for
the long-term unemployed.

——— The idea of introducing a new form of short-time allowance was
discussed. The 1G Bau construction trade union is seeking to use this
instrument to secure the transition into retirement for older workers
with health problems.

Although the Commission did not reach agreement on any particu-
lar instruments, there was consensus on the need to give urgent con-
sideration to ways of curbing downward mobility.
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WHERE
DO WE STAND?

If it would be simplistic to regard employment simply as a means of
earning money, it would be naive to ignore the fact that people have
to secure the material necessities of life and therefore need an in-
come. Even if they have a particular skill or qualification that enables
them to protect the position they have achieved in the labour market
and in the workplace or in the social networks they have built up,
they are, nevertheless, always dependent on the demand for their
labour. Consequently, the remuneration of work is and will continue to
be a crucial factor in the negotiations between the parties involved.
This applies to dependent employees and the self-employed alike.
Even freelancers, crowd workers and artists, who are usually assumed
to enjoy a very considerable degree of freedom in their work, have to
safeguard their incomes and protect themselves by means of con-
tracts, patents or usage rights.

INHERITANCES DETERMINE OPPORTUNITIES. Besidesincome,wealth
also plays a part in determining the degree of financial freedom an
individual enjoys; only for a certain section of society does the pros-
pect of inheriting wealth open up scope for planning for the future.
Transfers of wealth from inheritances totalled 38 billion euros in
2014, with a further 71 billion transferred in the form of gifts. Accord-
ing to the German Federal Statistical Office, this constituted an in-
crease of 55 per cent in the volume of inherited and gifted wealth over
the previous year. Business assets represented only 45 per cent of this
inherited wealth, the rest being private assets. The volume of inherit-
ed wealth is likely to increase enormously in the coming years: for
the period 2012-2027, it is put at 1.45 trillion euros for those 70 or over
(STATISTISCHES BUNDESAMT 20153; GRABKA/TIEFENSEE 2017). Indivi-
duals with assets of over a million euros are not only more likely to
inherit but also to have above-average household incomes.



WOMEN HAVE LESS MONEY. There is generally a large gap between the
sexes: women on average earn less than their partners. This is due in
most cases to the division of labour within families and the amount
of paid work women do. At the same time, women’s employment
tends to be concentrated in those segments of the labour market in
which hourly wages are low. Moreover, many of the available jobs
offer only a small number of hours’ work per week. Single parents are
the group in Germany at greatest risk of poverty (PABsT/AsMUS 2017).!
THE INCOME SPREAD HAS BECOME A POLITICAL ISSUE. The diagno-
sis of a ‘strong middle’ in Germany, in which a breadwinner’s wage
could support a whole family and there were regular collectively
agreed wage increases, had been overtaken by reality by the year 2000
at the latest. The income gap had been widening constantly and pre-
carity and inequality had become perennial topics.

Although the incomes of private households rose by 12 per cent in
total between 1991 and 2014, the various income

brackets evolved very differently. Middle income 1 In 2015, the risk for single

groups saw their earnings rise by more than eight ~ parents of falling into poverty was
44 per cent. Almost 40 per cent

per cent, but for the highest earners pay increased
by more than 26 per cent. In the lower income
brackets, on the other hand, real wages actually de-
clined (GRABKA/GOEBEL 2017). Cross-European com-

parison shows that the low-wage sector in Germa- 2 Workers in the low-wage sector
earn less than two thirds of the

ny, at 23 per cent of all employees, is one of the
largest in the EU. The low-wage sector? is stagnat-
ing at a high level (MOLLER 2016).
THE CAUSES OF THE SOCIAL DIVIDE ARE MANY AND VARIOUS. The
reasons for the increased income inequality include, among other
things, the expansion of employment relationships offering less than
full-time hours (— PARTICIPATING IN THE WORLD OF WORK) and the
growth of the service sector, where wages in some areas are significant-
ly lower than in the manufacturing industry. Movements in the labour
market have also played a part: within the various industries, pay differ-
entials between firms have increased, so that employees are now divid-
ed between better or poorer paying firms.

The declining rate of coverage by collective bargaining agreements also
has effects. Low pay is noticeably more frequent outside of collective
agreements; in companies bound by collective agreements, moreover,

median wage.

ments because of low pay.
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the differences in pay between the various groups are smaller. How-
ever, low pay and short working hours inevitably generate costs for
the state in the form of top-up and benefit payments. The number of
seniors relying on social assistance has increased from 258,000 in 2003
to §36,000 in 2015.

Social costs also accrue: a precarious income situation and un-
certain employment prospects have a negative influence on the deci-
sion to start a family or have more children (GOEBEL/GIESECKE 2009)
and educational investments in children’s futures are made more
difficult. What is more, low pay, low levels of education and training

and a precarious employment status are associated

3 CHETTY (2016) identifies a with reduced life expectancy.®
difference of 15 years between the SERVICES UNCOUPLED? Except for the crisis years

richest and the poorest males in
the USA. For Germany, the Robert
Koch Institute puts the differential
at 10 years (RKI 2017).

of 2008/2009, real wages in the manufacturing
sector had risen significantly since the early 1990s;
in the service sector, however, except for the ICT
industry, this was not the case at all. Up until 2007,
wages had actually been falling; it was not until 2014 that they started
to rise again slightly, albeit without reaching the 1991 levels in all
areas (STATISTISCHES BUNDESAMT 2016d).

While it is true that gross hourly rates of pay are likely to rise

throughout the economy, the dynamic does vary from sector to sector.
In agriculture and many service industries in particular, any wage in-
creases are expected to be below average. Poorly paid service work is
mostly done by women. Their share in the low-wage sector is almost
70 per cent. However, the outsourcing of many activities from con-
ventional manufacturing companies has also relegated a not incon-
siderable number of males into the low-wage sector.
VALUING WORK JUSTLY IS A KEY SOCIAL POLICY ISSUE. Differences
in the remuneration of work are a controversial issue. Although differ-
ences in income for different qualifications and types of activity are
perceived as fair, the situation changes when different rates of pay are
offered for the same work or for work of equal value.

Care work is always undervalued. Although the economy depends
for its very existence on such work, it was not acknowledged as ‘work’
for a long time. A particular aptitude for care work was attributed to
women simply by virtue of their gender. The consequence is a hierar-
chisation not only of different types of work but also of the sexes that con-



tinues to shape society to the present day. The more the paid work in
question resembles work in the home and the more women are em-

ployed in a segment of the labour market, the lower wages turn out
to be. The gender pay gap, which indicates the level of wage discrim-

ination against women, is 2I per cent (STATISTI-
SCHES BUNDESAMT 2016¢)." The resultant differ-
ences in earnings are the cause of a persistently
unequal division of domestic and care work. They
act as an incentive for the partner in a couple with
the lower income to reduce their working time or
withdraw temporarily from the labour market.
Men are becoming increasingly critical of this
pre-structuring of family decisions.

4 Itis still 8 per cent
when individuals with
the same education,
job and working time
are compared.
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WHAT SHOULD WE
BE PREPARING FOR?

The debate as to what degree of social inequality is reasonable or
acceptable will intensify. Studies show that people evaluate their
quality of life more highly in societies with lower levels of wage ine-
quality. Economic productivity is also higher. Inequality has the poten-
tial to inhibit growth and to be destabilising at the macroeconomic
level because low-income households are unable to afford investment
in education and health and domestic demand is heavily dependent
on disposable income and the income prospects for the great majori-
ty of the population (BEHRINGER etal. 2016).

As a result of increasing political pressure, criteria that link award-
ing public contracts to minimum social standards and minimum pay
have been incorporated, for example, into the Public Procurement
Act (sack etal. 2016). If collectively agreed wages continue to be
raised by the same percentage for everybody, including the lowest in-
come groups, and if the statutory minimum wage continues to be
raised in proportion to these collectively agreed wage rises, then the
existing inequality will not be reduced. Since low incomes mean low
pensions, income policy decisions may in the long term also be con-
tentious from a social policy perspective.

SERVICE WORK WILL CONTINUE TO INCREASE. Demographic change

and increasing participation rates among women will lead to in-

creased demand for social services. If pay for such work remains as low

as it has been to date, then precarious employment

5 According to forecasts, staffing and income conditions are bound to expand.® If
requirements in the care sector will - there s no change of direction here, many people
will remain dependent on multiple and side jobs
in order to make ends meet.® In view of the in-

rise to one million full-time workers
by 2050 (scHULZE 2012). However,
wages in this sector are 17 per cent
below the average for all employees creasing demand for labour, international labour
(BOGATI etal. 2015). migration will continue to increase. This means

mainly women who come from other countries to
6 In 2015, two million workers
had at least two jobs. Since 2011, the
figure has risen by 15 per cent (sTA-
TISTISCHES BUNDESAMT 2017d).



take on care work. In doing so, however, they leave gaps in their own
families, which in turn are filled with migrants from even poorer
countries.

PLATFORM WORK INFLUENCES THE INCOME DISTRIBUTION. Platforms
create new ways of accessing the labour market as well as a sometimes
cheaper supply of (additional) labour that exacerbates the competi-
tive pressures among workers. A number of questions on remunera-
tion remain unresolved. A growing group that is hoping for new em-
ployment and earnings opportunities as self-employed workers has
found itself facing considerable risks. Not only is demand for their
work often unpredictable but it is also unclear how to ensure pay-
ments are made and how to deal with standby times. While individu-
als with particular qualifications or skills can achieve significantly
higher incomes via platforms than in a conventional company, a large
group has been using the format to make some additional money,
roughly what they might earn in marginal part-time jobs (the so-
called ‘mini-jobs’). According to the DIW (the German Institute for
Economic Research), many selfemployed work-
ers earn less than the minimum wage.’
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7 Seventy-one per cent of crowd

WHO IS POCKETING THE DIGITAL DIVIDEND? workers earn 500 euros or less per

Technological change is credited with increasing
value added in several regards. Firstly, it creates
completely new options for business models that

digital media (more or less consciously) make etal. 2016).
available. Enormous potential for rationalisation

is also imputed to digitalisation: digital equipment and software can
support work processes, or work processes can be fully automated
and thus extremely accelerated. True, the digital dividend is already
allowed for in the lively debate on the unconditional basic income;
however, the statistics do not show any concrete productivity effects
(HORN et al. 2017; HUTHER 2016). It is not yet agreed whether we are
dealing with a lag effect, deficient measuring procedures or a false
assumption.

In general terms, the ways in which digital media are used raise
questions about enjoying the benefits. When knowledge is shared in
chats, blogs and collaborative formats, consumers are shifting into
the role of co-producer. Platform operators benefit from their contri-

month from this kind of work.

it constitute their main source
make extensive use of the data that the users of  ofearned income (LEIMEISTER

For 79 per cent, crowd work is a
side job; only for 21 per cent does
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butions but do not generally give co-producers a share of the pro-
ceeds. This raises the same copyright and property rights issues that
have always been important for the self-employed and their output.
Although this may be of no concern to many users, those who see
things differently have so far lacked the right to establish claims to
their output.



WHERE
CAN WE BEGIN?

The arenas in which pay bargaining takes place have become more
diverse. Service work is expanding, but only in a few sectors does this
produce healthy incomes. In social services, for example, wage levels
are extremely modest. At the same time, new areas of activity are
emerging (e.g. the platform economy) in which the usual wage-set-
ting instruments hold only limited sway, if any at all. So we have to
clarify how tried and tested mechanisms for producing a fair wage
distribution can be strengthened and, where necessary, how new ones
can be found. The distribution debate has returned to the political
arena, giving fresh momentum to the matter.

RAISE THE
LOWEST INCOMES

Strengthening coverage by collective agreement and halting the spread of
precarious employment can be seen as the most important starting
points for combatting social inequality (— PARTICIPATING IN THE
WORLD OF WORK). In a context in which no turnaround was in sight
in either of these areas, pressure increased for the establishment of a
wage floor. After virtually all EU member states had moved forward
on this issue, a statutory minimum wage was introduced in Germany
as well in 2015. Since the beginning of 2017, the minimum wage has
been set at 8.84 euros per hour. Its introduction was blocked for a

long time; Germany was seen as lagging behind the rest of Europe in
providing protection for the lowest income groups. The fears that the
minimum wage would thwart job creation have proved unfounded.
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———— POINT OF CONTROVERSY MOVE AWAY
FROM PROPORTIONAL WAGE RISES?

The introduction of the minimum wage led to significant pay in-
creases, particularly in service industries such as catering, distribution
and logistics. However, the minimum wage is just an absolute lower
limit that cannot provide a decent living standard in the long run.
This raises the question of what other mechanisms might help to
raise wages for the lower income groups and narrow the considerable
wage spread in Germany.

The Commission’s principal recommendation in this regard is to
strengthen coverage by collective bargaining agreement (—> PARTICIPAT-
ING INTHE WORLD OF WORK),since the wage spread in sectors covered
by collective agreements is considerably smaller. Greater attention

should also be paid to collectively agreed minimum wages at industry
level.

However, the proportional wage and salary increases that usually
result from collectively agreed pay rises actually cement wage ine-
quality. Everyone benefits from the rises, it is true, even the lowest
income groups. However, the ratio between the upper and lower in-
come groups remains unchanged. The question of whether there
should be a shift away from proportional wage increases in the light
of this fact was a controversial one for the Commission.

Disproportionately high increases for the lower income brackets have
so far been relatively rare occurrences. Those in favour recommended
that this practice should be extended. One example is the agreement
concluded in the public services on the state (Linder) level. In the
first stage, a rise of 2 per cent with a minimum of 75 euros is sched-
uled. This means that for a wage of 2,000 euros there will be a per-
centage increase of 3.75 per cent, for 2,500 euros it will be 3 per cent
and for 3,200 euros the rise will be just 2.3 per cent.

So far, the statutory minimum wage has been raised only subse-
quent to collective bargaining agreements, i.e. the increases have
been aligned with the collectively negotiated rises. Consequently, the
minimum wage will not reach the level of a living wage, not even in
the long term. As a result, voices in the Commission argued that in-
creases to the minimum wage should be disproportionately high.

At the same time, there would seem to be a need to review what will



constitute an adequate minimum wage that will secure workers’ live-
lihood. Already being discussed are criteria such as securing a pen-
sion above basic subsistence level, alignment with the European Social
Charter and comparability with minimum wages in countries of sim-
ilar economic strength (e.g. France: 9.76 euros).

59
——— POINT OF CONTROVERSY w
INTRODUCTION OF MINIMUM FEES? gi
If the number of people taking on assignments in order to earn their i
livelihood or some extra money increases as online-based work ex- @

pands, then a minimum fee could be introduced as an equivalent to
the minimum wage. Many questions on the legal and practical imple-
mentation remain unresolved, but there are already fee schedules in
many professions that also stipulate such minimum fees and ensure a
living wage.

HALT THE EXPANSION
OF THE SHORT-HOURS SECTOR

Besides the low-wage sector, the growing short-hours sector is also
creating a major problem. This includes everyone in marginal part-
time jobs (the so-called ‘mini-jobs’) as well as those employed part-
time for less than 20 hours per week. These employment forms are
not always chosen voluntarily: 48 per cent of employees working up
to 20 hours per week would like to work longer hours, while about
30 per cent of ‘mini-jobbers’ hope to enter into a standard employ-
ment relationship. Women are significantly more likely than men to
want to work longer hours or to move into standard employment
(SEIFERT et al. 2016; FISCHER etal. 2015). Furthermore, the short-hours




segment is usually not very remunerative because there is a link
between short weekly working hours and low hourly rates of pay.
Employees in this sector are also disadvantaged in terms of advance-
ment and further training, since companies invest less in their devel-
opment. Whole industries (e.g. retailing and catering) now depend
on these short-hours jobs. In regional terms, short-hours jobs are par-
ticularly widespread where the employee support infrastructure is
inadequate.

At the beginning of 2017, according to the Federal Labour Agency,
some 7.3 million workers were employed in mini-jobs; for 2.6 million
of them, these were side jobs. For the remaining 4.7 million, the
mini-jobs were the primary income source; of this group, about two
thirds were women (BA 2016a; 2017¢). Anyone holding one or more
mini-jobs and whose total income from such marginal part-time em-
ployment is less than 450 euros per month pays no tax on those earn-
ings. This exemption is granted regardless of whether the household
has other, taxable income. Since 1 January 2013, marginal part-time
employees who start a new mini-job have in principle been liable to
pay into the statutory old-age insurance scheme; however, one can
apply for an exemption. This option is much used: only one in five
mini-jobbers actually pays in.

Once workers take a job in the short-hours sector, they are often
stuck there permanently and will not accrue sufficient pension en-
titlements to guarantee their independence in old age. Mini-jobs are
rarely a bridge into standard employment.

——> F00D FORTHOUGHT SAY GOODBYE TO MINI-
JOBS AND OTHER SHORT-HOURS PART-TIME JOBS

The Commission recommends that the trend towards marginal part-
time employment and other short-hours part-time jobs be halted.
This could be approached from two angles:

~——— Firstly, the care-work infrastructure could be further developed to
give employees greater scope to increase the number of hours they
work. Shift work, weekend work and night work are all increasing in
the expanding service sector. In order to enable parents with depend-



ent children, and particularly women, to extend their working times,
the number of genuine all-day schools should be considerably in-
creased. German elementary schools have traditionally finished at
around 1 p.m. (and secondary schools not much later). Many ‘all-day
schools’ do not extend instruction into the afternoon but offer extra-
curricular activities only, without an iron-clad guarantee that pupils
will be supervised until a certain hour, thus requiring parents work-
ing full time to seek out day-care after all.

And since an increase in provision of care at the beginning and
end of the day will be unavoidable, foreseeable conflicts must be re-
solved. The needs of service users must be discussed in conjunction
with the time preferences of service providers. An example of such
negotiating processes is the local government project on “‘Urban time
policies’ (‘“Zeiten der Stadt’), which aims to harmonise interests
(MUCKENBERGER 1998) (—> FRAMEWORK FOR CHANGE].

——— Secondly, the legislature should abolish or phase out the numer-
ous incentives for part-time work and mini-jobs. Until now, the ‘split-
ting’ system for assessing married couples’ tax liability, the free health
insurance scheme for spouses and dependent children and the tax
and social security concessions associated with mini-jobs have all
conspired to subsidise the secondary-earner model. The consequence
is that one spouse, usually the woman, remains confined to the short-
hours segment. This subsidising of mini-jobs is no longer in tune
with either the changes in women’s career aspirations or men’s in-
creasing involvement in the family; it is also inconsistent with the
reformed law on maintenance payments, which requires parents to
secure an independent livelihood after divorce.

The Commission proposes that income from marginal part-time and
standard employment should be treated equally and that the ‘split-
ting’ system should be phased out.
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In addition to a reform of mini-jobs that seeks to modify workers’
behaviour, it would also be possible to tackle the supply side, i.e. to
organise work in such a way as to offer sufficient hours to enable indi-

viduals to earn a living wage. Unconditional basic working hours could
be offered as an alternative to an unconditional basic income.

———— POINT OF CONTROVERSY
A FLOOR ON WORKING HOURS?

Various instruments are available to halt the growth in wage inequal-
ity, such as a wages policy grounded in solidarity, disproportionately
high wage increases in collective bargaining agreements, a rollback of
precarious employment and changes to wage scales. In addition, a
floor on working time could also help to improve the situation. This is
not an idea that has been simply plucked out of the air. France intro-
duced it in 2014; since then, a minimum working time of 24 hours per
week, 104 hours per month and 1,102 hours per year has applied to all
new part-time employment contracts. In Germany, the collective
agreements covering the metalworking and electrical engineering in-
dustry set lower limits for weekly working times; as early as 2003,
members of the collective bargaining committee at the ver.di trade
union had demanded a minimum daily working time of four con-
secutive hours and a minimum weekly working time of 20 hours.

The lower limit could be set at 20 hours. This would mean that
most of the working time models typically used to strike a balance
between paid work and (unpaid) care work would already comply
with the lower limit. In order to insure that the instrument offers
both sides sufficient flexibility, exceptions should apply to pensioners
and students and to companies citing ‘objective reasons’. It was also
discussed whether employees should be able to request a relaxation
of the lower limit.

The question of the effect that this lower limit might have on
domestic services was vigorously debated. It was argued that the in-
troduction of a lower limit would prevent households from recruit-
ing household help, usually employed for less than 20 hours per week
in the same household. In response, it was argued that the lower lim-



it could be relaxed at the employees’ request and that it was in any
case desirable for domestic workers to be employed by service centres
in standard employment relationships rather than being employed
directly by one or more private households. Thus the establishment
by local authorities of (possibly platform-based) domestic service
agencies could be a measure taken in support of the introduction of
a working time floor.

REVALUE
SOCIAL SERVICES

According to forecasts, social services will be the largest growth sec-
tor in the years to come. Firstly, the high birth-rate cohorts, the so-
called ‘baby boomers’, are heading towards retirement age, which
will increase the demand for care workers. Secondly, working parents
need care for their children. These occupations (early childhood edu-
cation and care, health and care of the elderly) already have a labour
market share of 18 per cent. Forecasters are working on the assump-
tion that this share will rise to up to one third of all employees. The
share of women in this sector is very high: in 2015, they accounted for
80 per cent of all employees in early childhood education and care,
81 per cent in nursing, emergency rescue services and midwifery and
85 per cent in care of the elderly (STATISTISCHES BUNDESAMT 2017C).

Not all social services are undervalued; however, all those that used
to be provided by women without pay are indeed held cheap (sacH-
VERSTANDIGENKOMMISSION 20I7; ALLMENDINGER/WOWEREIT
2015). Since the world of work stands to gain from better education,
good healthcare, an efficient bureaucracy and good arrangements for
the reconciliation of paid work and family life, investment in and
development of social services contributes to increased growth, in-
creased employment, higher productivity and greater prosperity.

In recent years there have been several attempts by both policy
makers and academics to challenge unidimensional indicators of eco-
nomic development such as the gross domestic product (GDP). Vari-
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ous commissions and other initiatives have grappled with alternative
approaches, including, among others, the Stiglitz-Sen-Fitoussi Com-
mission working on behalf of the French government, the German
Parliament’s study commission on ‘Growth, Prosperity and Quality
of Life’, the New ‘Magic Square’ for Inclusive and Sustainable Eco-
nomic Growth (DULLIEN/VAN TREECK 2012) and the ‘National Wel-
fare Index’ (DIEFENBACHER etal. 2016).

Underlying all these approaches is the notion that, in order to de-
termine a society’s level of prosperity and quality of life, a more com-
prebensive means of evaluation and measurement is needed than that
provided by economic policy makers’ current preoccupation with
GDP. Environmental and social costs and achievements are not ade-
quately accounted for by a country’s GDP. Thus environmental costs,
social inequality, gender equality and increases in quality of life re-
sulting from unpaid work are not captured by this indicator.

The proposals put forward by the Stiglitz-Sen-Fitoussi Commis-
sion, which also take account of the effects on prosperity and dis-
tribution of wealth of socially necessary services, are particularly
far-reaching. In their list of recommendations, the authors argue that
income and consumption rather than production should be used as
the basis for measuring prosperity and economic performance. This
would take better account of the distribution aspects. What is more,
quality of life cannot be assessed solely in terms of the material stand-
ard of living but has to take account of health, education, environmen-
tal conditions, the extent of private and social activity and the oppor-
tunities for effective political action (sT1GLITZ etal. 2010a, 2010b).



—> F00D FOR THOUGHT
RETHINK PRODUCTIVITY

Wage increases are justified in economic theory by the combination
of productivity gains, inflation and a redistributive component, even
though the last factor has declined in importance in recent years.
However, productivity cannot be linked solely to quantitative growth
and social services cannot be subjected solely to efficiency criteria
without their quality suffering. Thus early childhood educators
should not be looking after as many children as possible. The same
applies to care work (the catch phrase here being ‘care against the
clock’). Public services — and particularly social services — contribute
directly to social welfare and quality of life. Education, childcare and
care of the elderly and others in need form the basis for participation
in the labour market and raising tomorrow’s workforce.

For social services, therefore, productivity as hitherto conceived is
not a good benchmark. What is needed are measurement criteria and
indicators that are better suited to the particular character of social ser-
vices and represent their value to society and the economy more real-
istically. A new concept of productivity would help to bring the goal of
making the public finances sustainable into line with the goals of
economic, environmental and social sustainability.

If this new concept is to have consequences and to be of use to
labour market policy actors as a basis for advancing their arguments,
it is recommended that it be incorporated into the state reporting
system. For that to happen, a new reference system for capturing the
development of prosperity would first have to be introduced along-
side GDP. It might, for example, take the form of a new annual pros-
perity report or a new ‘magic square’. The contribution of social ser-
vices could also be made explicit in this reference system.
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——> F00D FOR THOUGHT THE STATE AND
THE SOCIAL PARTNERS AS ACTORS IN
ENHANCING THE STATUS OF PROFESSIONAL
CARE WORK

Since care services are of fundamental importance to society, any
attempt to raise their value is a task that concerns the whole of society
and must take into account the distinctive characteristics of such ser-
vices and address the interests and demands for recognition of em-
ployees, patients and clients alike. This revaluation will not be
achieved simply through society’s willingness to pay more. It also re-
quires a broad-based understanding that the provision of such ser-
vices is one of the obligations of a functioning state, which must lay
the foundations for such provision through its taxation policy.
There are several starting points:

——— Across countries, coverage by collective bargaining agreement has
proved itself to be the key to securing higher incomes in the social
services sector. As a result of the fragmentation of the collective bar-
gaining system in this sector in Germany and, above all, of the in-
crease in the number of private providers (most of whom do not ad-
here to collective agreements), the link with the general evolution of
pay has been lost. Consequently, declaring collective agreements gen-
erally binding could protect standards across all providers in the sec-
tor (i.e. for public, church and private providers in the care sector)
and prevent wage competition.

——— The revaluing of social services begins with the training condi-
tions. The fact that people with specialist qualifications are employed
in the social services is still all too readily suppressed. To reward those
qualifications financially in an adequate manner is important for ser-
vice workers’ professional selfimage. An initial step would be to put
trainees on an equal footing with those in the dual system and thus
to pay the frainees’ rates across the sector.

~——— At the same time, the low incomes remain a problem. Even full-
time child care workers and nurses earn between 500 and 1,200 euros
less than skilled workers employed in vehicle and vehicle component
manufacture. The Nordic countries could serve as a model here. A
solidarity wage policy aims, among other things, for wage drift adjust-



ment clauses in order to even out industry-specific differences. In
Sweden, this wages policy led to women’s earnings increasing at
twice the rate of men’s over a five-year period.

~——— Working times should also be looked at critically. In Germany,
workers in social occupations are frequently work short hours only.
However, some of them would like to top up their working times. In the
Commission’s view, more opportunities should be created for in-
creasing working times on an individual basis. At the same time, the
fact that many employees do not wish to work full-time is often due
to the particular pressures of the job: shift work, high work intensity
and cutbacks in interactions (‘care against the clock’) often militate
against motivation and professional standards.

——— Workforce allocation also has a bearing on this. The insufficient
increase in jobs due to restrictive cost targets has led to massively in-
creased work loads in health and social services. An overburdened
and worn-out workforce is the consequence. Binding standards for
staffing levels and compulsory and enforceable health and safety
standards are therefore recommended.

——— Many initiatives on the future of work have focused on manu-
facturing industry until now. It would be desirable for such initiat-
ives to be targeted at public and social services as well.
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— > F00D FORTHOUGHT MAKE WORKPLACE
ASSESSMENTS MORE GENDER-EQUITABLE

If the particular importance, function and quality of typical ‘female
occupations’ are to be recognised, then criteria for workplace assessment
will have to be reviewed. In comparison with other occupations, sig-
nificant activities that are characteristic aspects of these occupational
groups are not (sufficiently) taken into account in workplace assess-
ments and hence are ignored when it comes to wage setting. Heavy
carrying and lifting in nursing and care work, emotional and psycho-
social demands as well as social skills are not generally given appro-
priate consideration in the evaluation procedures currently in use.
Employers and the social partners should therefore overhaul their job
evaluation instruments and include these criteria in their evaluations,
thereby establishing a basis for negotiating non-discriminatory wages
that do justice to the particular demands of these activities.

Food for thought on this question is also provided by the Institute
for Work, Skills and Training (IAQ) at the University of Duisburg-
Essen, where a ‘Comparable Worth Index’ has been calculated that
identifies activities of equivalent value on the basis of job descrip-
tions. Using the so-called eg-check procedure developed by Tondorf
and Jochmann-Déll, which is based on the analytical workplace as-
sessment method, all occupations are re-evaluated and given a point
score. This makes it possible to compare different jobs more fairly
(and hence also in a more gender-equitable way). The results can
serve as an instrument for companies seeking to avoid wage discrim-
ination. The human resources department at Messe Berlin, a leading
trade fair company, has put this procedure into practice. Since the
possibility that collective agreements also discriminate against wom-
en cannot be excluded, the German Food, Beverages and Catering
Union (Gewerkschaft Nahrung-Genuss-Gaststitten) is reviewing all
collective agreements.



INCOMES IN THE KNOWLEDGE
AND DATA ECONOMY

In the digital economy, people are constantly generating data. This
applies to work processes as much as to their private lives. This raises
questions about the protection of personal data. There are now nu-
merous initiatives in this area, such as a citizens’ initiative in Germa-
ny that has developed a proposal for an EU digital rights charter, one
of the rights being the ability to determine how one’s data is used. On
the other hand, another question that is constantly being raised con-
cerns involvement in the exploitation of data. When individuals gen-
erate data or content through their creativity, communications or
movement profiles from which profits can be made, then the owner-
ship of the data or content is at stake. What (still) belongs to me? What
happens to my data or content if it continues to be used by others?
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——> F0O0D FOR THOUGHT GUARANTEE
OWNERSHIP OF DATA

Data are said to be the raw material of the future. Management con-
sultants Boston Consulting call the underlying principle ‘big data as
a business’. The exploitation and sale of user data already form the
basis of a lucrative business model for platform operators. So far, the
data has been made available at no cost by customers — in some cases
without them actually being aware they are doing so.

If the exploitation of data is to play an ever greater role in value
creation, then the question arises of who the data belongs to and how
it might be possible to give ‘data donors’ a share of the profits made
with their data. The German legal system recognises ownership of things
but not of personal data. The Commission proposes that considera-
tion should be given to reform of both the right of ownership in the
German Civil Code and to the general terms and conditions of busi-
ness on platforms. Such a reform is already being debated by lawyers.



The creative and cultural industry, with a turnover of some 146 billion
euros, is one of the strongest growth sectors of the German economy.
Its share in the country’s total economic output (gross value added) is
2.3 per cent (BMWI 2017).

The chief characteristic of work in this sector of the economy is
that creative output is developed, disseminated and processed. This in-
clude works, products and services from the worlds of music, drama
and art, as well as content and goods produced by the publishing in-
dustry, the film, TV and radio industry, journalists, advertising and
design agencies, architectural practices and software developers. The
common core of all work in the sector is the act of creation, from
which arises an original work that can be protected by copyright.

The idea of copyright law is that artists should be entitled to an
appropriate share of their work’s economic success. Whether the law is fit
for purpose in the digital age is currently in doubt. People produce
work that can be used and exploited digitally, many earn their living
this way. The software industry and the gaming sector in particular
seem to require new legal regulations. In the case of platforms, there
is a need to clarify whether and to what extent they should have to
comply with the principles of copyright in their use of data and con-
tent. If the boundary between producers and consumers of media be-
comes blurred (researchers speak of prosumers) then user-generated
content is produced from which the platforms earn money.

Many creative workers have to surrender their rights of use entirely
and frequently in exchange for a lump-sum payment (KRETSCHMER
2016). This structural imbalance between users and creative workers
has become evident in the increase in buy-outs, in which artists are
paid a lump sum by the rights holders for the unrestricted use of their
work. The consequence is a winner-take-all market. In the music in-
dustry, almost 9o per cent of all revenue is taken by 10 per cent of the
market participants; in the world of writing and visual arts, the share
is about 50 to 65 per cent (KRETSCHMER 20II).



———— POINT OF CONTROVERSY STRENGTHEN
CREATIVE WORKERS’ COLLECTIVE RIGHTS

Creators should be entitled to an appropriate share of their works’
economic success. Relevant aspects:

In reforming copyright law, the key to improving the situation of
creative workers lies in copyright contract law. Individual creators tend
to be outgunned in contractual negotiations. Thus the starting posi-
tion for individuals engaging in negotiations should be strengthened
in copyright contract law. Furthermore, creative workers’ associa-
tions and trade unions should be enabled to negotiate and defend
their members’ remuneration. This also applies to the strengthening
of revocation rights, which enable creators to make new use of un-
used works or to push for their reuse.

One aspect that is becoming increasingly important in the digital
economy is the blurring of the boundary between producers and con-
sumers and the emergence of the ‘prosumer’ as a new type of user
who is both producer and consumer. The spectrum ranges from blog
or encyclopaedia contributions via Facebook postings to the upload-
ing of films to YouTube. The platforms earn money from the content
generated free of charge by users by placing advertisements on the
pages in question. This raises the question of how to enable users to
share in the economic success of the content they have generated. This
debate is still in its infancy, but is becoming increasingly important.

In order to gain social acceptance for collective remunerations, the
principles of rate setting and the distribution of royalties must be
disclosed. Conflicts of interest between users (such as publishing
houses) and creative workers in copyright collection societies should
be addressed in a straight-forward manner. The collection societies
should assert themselves more strongly in their role as representatives
of the collective interests of creative workers, who facilitate and sup-
port both cultural and commercial innovation.
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IMPROVE THE STARTING
CONDITIONS FOR YOUNG ADULTS

A good infrastructure is regarded as the best guarantee of equal oppor-
tunities. If all children are granted adequate material and emotional
care and timely support in early childhood, a solid foundation will be
laid for their futures (— EDUCATION AND TRAINING). The same applies
to the education system, which is supposed to provide a good educa-
tion for all children regardless of where they live and their social
background. There is considerable need for improvement in this re-
spect, for which major investments are urgently required.

However, the current situation looks rather different. The condi-
tions under which children start their lives vary considerably. The
expected transfers of wealth through inheritances (see p.so) will
further exacerbate social inequality. Various initiatives have been
launched in an attempt to rectify this inequality in starting positions
by creating a more level playing field. Thus the ‘personal develop-
ment account’ offered as part of a preventive employment insurance
scheme (scHMID 2008) and the ‘life chances loan’ (a sort of credit
account intended to be used for education, to provide more individu-
al flexibility and control over working time and to even out social
risks; MAU 2015a) are based on the same notion, namely that the coun-

try should invest in young people’s material starting conditions in
order to even out, at least to some small extent, unequal chances in
life and opportunities for growth.



———— POINT OF CONTROVERSY A CREDIT
ACCOUNT FOR THE ENTRY INTO ADULT LIFE?

Should massive improvements to the education infrastructure fail to
transpire, young adults could be given a start fund. This idea goes
back to the British economist Tony Atkinson, who proposed that a
capital endowment should be paid to all citizens at adulthood, to be
funded by an increase in inheritance tax (cf. ATKINSON 2016).

Supporters point out that an instrument of this kind would mitigate
the social inequality that is reproduced and exacerbated by the une-
ven distribution of wealth. A reform of inheritance tax is overdue in
any case, they argue, and the goal is a sensible one: the start fund
could motivate people to do something for themselves, to risk a new
start, to go down a new path — all ventures that in a dynamic environ-
ment not only help individuals and open up opportunities but could
also lead to innovations in the social sphere or the economy.

Sceptics see many unanswered questions. It has to be explained,
they argue, whether and why the children of wealthy parents should
be indulged with a capital endowment. There are also differences in
individuals’ ability to use the money strategically. More generally, they
see a need for clarification as to whether the payment is to be linked
to conditions and, if so, what they might be. At the same time, such a
start fund could impede the development of education infrastructure,
particularly if finance for the fund is made available without any re-
form of the inheritance tax. There are also concerns that a fund of this
kind does not make sense until middle age if it is meant as a substi-
tute for inheritance.

~
o
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ACCESS TO THE FRUITS
OF PROGRESS

Technological progress and the new business models associated with

it open up potential for increased value creation and a rise in productiv-
1ty. How are workers to acquire a share in this progress and the asso-
ciated profits? Wage rises agreed through collective bargaining are
the standard instrument. However, there were lively debates within
the Commission about the extent to which additional instruments
were required that would institutionalise a share for workers and secure
it for the long term, obviating the need for repeated negotiations.

——— POINT OF CONTROVERSY
AN EQUITY STAKE?

Supporters see workers’ shareholdings as one way of giving employees
a stake in their company’s profits in addition to any wage negotiations.
In this way, employees could have a stake in the growth of the factor of
production that is capital, which would in turn have positive effects on
the fairness of the distribution of wealth in society as a whole.

A further aspect of workers’ shareholdings was much discussed
within the trade unions, especially during the financial and economic
crisis between 2008 and 2010. There were voices advocating employee
shareholding in cases of corporate restructuring and crisis that are
being assessed and co-managed by the parties to collective bargain-
ing. If it is unavoidable that employees have to make financial conces-
sions in order to safeguard their jobs, an equity stake could, depend-
ing on how it is structured, provide (partial) compensation for the
temporary loss of purchasing power (the same argument was made in
a position paper drafted by the European Economic and Social Com-
mittee EESC).

Employee shareholders have a particular interest in their compa-
nies’ long-term success. If the workforce were to aggregate their indi-
vidual shareholdings, they could bring their influence to bear. In this
way, their interest in their companies’ long-term survival would be
more likely to prevail over corporate short-termism. One possible



approach would be to set up an employee shareholders’ association
that could amalgamate individual voting rights into a single, more
powerful block. A current example is the new employee sharehold-
ers’ association ‘Wir fir Siemens’ (‘United for Siemens’). And not
least, promoting employee shareholder schemes could be an appro-
priate means of encouraging the acquisition of personal assets and/or
provide an additional incentive to make private provision for old age.

Critics observed that profit sharing is not a suitable instrument for
enabling employees in all industries to acquire a share of the fruits of
progress. The entire public sector would be excluded, as would all
those workers who are not employed in a company. Furthermore,
companies in the digital economy frequently record high gains in the
period immediately after being listed on the stock exchange that are
based largely on anticipations of future profits but are not always sus-
tainable. The bursting of the dot.com bubble showed, the dissenting
voices argue, that very many companies quickly disappeared from the
market despite having recorded massive gains only a short time be-
fore. Digital platforms could also go through a similar process of con-
solidation which, even if it was not to take so dramatic a course, could
still lead to huge losses of income.

At the same time, there is the question of knowledge and expertise.
Very savvy employees could sell their shares in a boom. All studies
pertaining to Germany indicate, however, that private households
have little expertise in dealing with financial products. What is lack-
ing is any real understanding of corporate performance. In the event
of insolvency, employees would suffer a ‘double whammy’: not only
would they lose their jobs but the value of their shares would also
plummet. Above and beyond questions about employees’ financial
expertise, there are objections in principle to employees bearing some
of the entrepreneurial risk as a result of their membership of profit-
sharing schemes in addition to the risk of job loss to which they are
already exposed. A further macro-economic risk to profit sharing is
that this could have a procyclical effect if employees’ earnings rise
sharply as profits increase in an upturn and fall equally sharply in a
downturn, leading to similarly sharp fluctuations in consumer spend-
ing. For this reason as well, there is much to be said, according to the
critics, for promoting employee shareholding only as supplement to
regular wages.
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Should employee shareholding become a model for the future, it
would have to be decided whether former employees would be al-
lowed to retain their shares (even if they were unemployed).

In recent years, the financial crisis and economic uncertainties have
revived ideas of alternative forms of economic activity. The umbrella
term ‘solidarity economy’ encompasses a broad variety of initiatives
and plans, such as village shops run by villagers, collective enterprises
and bartering groups, as well as social-reformist consumer, energy
and producers’ cooperatives. Common to all these approaches is the
sharing principle. For a long time now, the Internet has been opening
up both commercial and non-commercial opportunities, such as non-
profit food or clothing swap schemes or commercial exchange services
such as car sharing schemes.

In the wake of the debate on the sharing economy, cooperatives
have been making a comeback. The United Nations declared 2012 the
International Year of Cooperatives. The cooperative philosophy has a
long history: originating in England, it spread throughout Germany
in the 19th century (SCHWETTMANN 2012). Today, there are some
5,600 cooperatives of various kinds in Germany (DGRV 2017b). There
are many house-building cooperatives; the Raiffeisen cooperatives
supply farms with equipment, animal feed and fertilisers as well as
machinery. New cooperatives are currently being set up in the renew-
able energy industry in particular (DGRV 20172). Most cooperatives
are consumer or housing cooperatives. Worker cooperatives or pro-
ducers’ cooperatives, in which members themselves also work, are
less common (SOMMER 2012).



— > FO0O0D FORTHOUGHT PROMOTING
COOPERATIVES IN THE DIGITAL AGE

Cooperatives are based on the dual notion of sharing and owning.
Unlike conventional companies, they are committed to their members
rather than to profit making. Members have a share in the enterprise,
although some may have a greater share than others, but they all have
the same voting rights. Since members are, on the one hand, owners
or employers and, on the other, users or employees, two conflicting
roles in the market come together in the groups of individuals run-
ning cooperatives. Applied to the digital economy, this means that
the sharing does by no means have to exclude owning. In other words,
business models based on the idea of sharing (such as Airbnb or
Uber) could also be organised on the basis of collective ownership.

By way of example, proposals have been formulated for alternative,
cooperatively-operated platforms (‘platform cooperativism’) that would
be non-profit-making and offer good working conditions (scHoLZ
20162, 2016b). Both Uber and other crowd work platforms such as
Upload could conceivably be operated as cooperatives, since the tech-
nical basis is the same. Uber drivers or crowd workers would then be
the platform operators.

In many countries, trade unions and cooperatives are closely linked. In
Germany, there has apparently been some degree of reluctance to
forge such links, not least probably because of a number of scandals in
the 1980s. Recently, however, there have been the first signs of a rap-
prochement. After all, solidarity and democracy are deeply rooted as
guiding principles in both organisations. Enterprises setting up as or
converting themselves into cooperatives and digital platforms operat-
ed as cooperatives open up a new sphere of influence for trade unions.
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WHERE
DO WE STAND?

Despite global competition, the label ‘Made in Germany’ is still an
indication of the special quality of the goods and services produced
there. Germany’s economic success is based not on raw materials but
on the skills and expertise of its people. Ideas and innovation emerge out
of the exchange of experiences and the interplay of skills. They pro-
vide the basis for Germany’s economic model, for job security and for
job creation. It does remain to be seen whether the high share of
skilled work as a quality feature of the German economy can be sus-
tained at a time when information is exchanged and processed glo-
bally and rationalisation and standardisation processes are encroach-
ing even on highly skilled occupations. However, it is becoming
increasingly clear that future productivity models will depend to an
ever greater extent on innovative ideas that workers develop as they
implement and interact with new technologies.

EDUCATION BECOMES EVEN MORE IMPORTANT. In times of structural
upheaval, education is the necessary answer. They lay the foundations
that enable citizens to lead mature lives, exercise powers of judgement,
understand complex interactions and live as active citizens in a democratic
soctety — and ideally they prepare people to enter their chosen occupa-
tions and to progress and make transitions over the course of their
working lives. The labour market acquires flexibility as a result. The
type and extent of targeted training play an important role in main-
taining economic competitiveness; training is vital, not only to secure
individuals’ livelihood but also to facilitate their self-realisation and
participation in society and to guarantee them a high degree of satis-
faction in both their work and their lives outside work.

People learn throughout their lives. The more dynamic the changes
in their living environment are, the more necessary learning becomes
in order to create opportunities for self-realisation and participation.
The education and training system supports these learning processes,



but also aims to impart the actual competences and skills that are in
demand in the labour market. Qualifications and the associated certif-
icates document progress in learning and perform a signalling func-
tion when vacancies are being filled.

In 2016, for the first time, there were more young people in the
dual vocational training system that held the upper secondary school

certificate (Abitur) than those with the lower secondary school leav-
ing certificate (Hauptschulabschluss). At the same time, many young
people leave school without any qualifications at all. In 2014, this was
true of 47,000 youngsters (CARITAS 2016), which equates to a share of
almost 6 per cent. The share is even higher when it comes to vocation-
al qualifications. A total of 1.2 million young people aged between 20
and 29 have no vocational qualification — almost 13 per cent of this
age group (BIBB 2016; IW KOLN 2014).

THE EDUCATION SYSTEM IS UNFAIR. For all the credit that is due to
the education system for its achievements, it has been criticised repeat-
edly for its selectiveness. In early-years learning and in schools, social
inequalities are reproduced and sometimes even exacerbated because
children from educationally disadvantaged or immigrant backgrounds
are not adequately supported or experience stigmatisation.*

EVEN THE DUAL SYSTEM IS SELECTIVE. The dual vocational training
system strengthens companies’ innovative capacities and forges close
links between the education and training system and the labour mar-
ket, ensuring a successful transition from training into the labour
market. For this reason it is valued internationally as an instrument
for preventing youth unemployment. However,

there are problems as well. It is true that there are 1 On average, children from
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no formal barriers to entry into the dual system,  socially disadvantaged backgrounds

but access for young people without a school cer-
tificate or with only a lower secondary school cer-
tificate is difficult. In the national apprenticeship
exchange organised by the Chambers of Industry
and Commerce, two out of three training offers are closed to young
people with lower secondary school certificates. The so-called ‘transi-
tion system’, in which around 270,000 young people found them-
selves in 2016, is also problematic. This transition system offers initial
training to young people who fail to enter regular training immedi-
ately after leaving school. However, no vocational qualifications can

backgrounds (0EcD 20160).

than children from more favoured

in Germany have a lower skill level
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be obtained and there is a risk of it becoming a long-term ‘parking
facility’ for young people without a training position (BMBEF 2016).

A noticeably large number of the training programmes in the
health and social services sector, which are chosen particularly by
women, have to be funded privately. Moreover, participants in these
programmes have the status of ‘pupil’, which stands in sharp contrast
to that of ‘trainee’ in the dual system.

THE EDUCATION SYSTEM AS A WHOLE IS UNDERFUNDED. In general
terms, expenditure on education in Germany is below average. It
amounts to only 4.2 per cent of GDP; the average for OECD countries
is 4.8 per cent. Investment in tertiary education (which in the OECD
statistics also includes further and continuing education) is particu-
larly low in Germany (oEcD 2016a). This is in stark contrast to the
resolutions adopted at the 2008 Dresden education summit. On that
occasion, the federal government and the states (Lander) had agreed
to raise expenditure on education and research to at least 10 per cent
of GDP by 2015 — 7 per cent for education and 3 per cent for research.
CONTINUING TRAINING IS NECESSARY BUT ALSO UNDERFUNDED. It
is now almost a platitude that people should continue to receive train-
ing throughout their working lives. The impetus for this emanates
from the labour market, where there is a strong demand for workers
whose competences are in step with the times. Besides individual
continuing training, e.g. in order to make up for a lack of qualifica-
tions or to enhance promotion prospects, employer-provided continu-
ing training is of particular significance. While individual continuing
training mostly takes place on workers’ own time and is self-funded,
employer-provided continuing training (paid for by the company
and on company time) is training from which the company itself
benefits more directly. An analysis of initial and continuing vocation-
al training in Germany (ROGGENKAMP 2016) shows that continuing
training is predominantly privately funded.

TREND REVERSAL IN EMPLOYER-PROVIDED CONTINUING TRAINING?
While public expenditure on continuing training has fallen, compa-
ny investment has begun to rise again after several years of stagnation.
In 2014, 37 per cent of the population 25 to 64 years old took part in
employer-provided continuing training, although this figure also in-
cludes ‘minor’ training events, short adaptation courses and the stat-
utory health and safety programmes (AUTORENGRUPPE BILDUNGS-



BERICHTERSTATTUNG 2016). The average number of hours’ continuing
training undertaken is 36 (26 hours for employer-provided and 75 hours
for individual occupational training measures) (BMBF 2015), which is
far removed from most programmes leading to a formal qualifica-
tion, so that this employer-provided training offers little assistance to
those seeking to advance their careers.

BARRIERS TO EMPLOYER-PROVIDED CONTINUING TRAINING. Con-
tinuing training has so far taken place mainly where it is already an
integral part of the relevant job profiles. Targeted ‘nudging’ to take
part in continuing training is usually seen where the company also
has a concrete training need. The most important reason companies
give for their reluctance to support continuing training, in addition
to the financial aspects, is that staffing levels are too tight. Costs are in-
curred, they argue, from which no immediate benefit is derived; such
training is simply not cost-effective, particularly when staff turnover
is high (BITKOM RESEARCH 2016). There is a high return on continu-
ing training for employees and employers in those companies that
are pursuing a strategic plan and where there is regular dialogue be-
tween human resource departments and works councils.

WHAT IS THE RIGHT KIND OF CONTINUING TRAINING? The situation
in the continuing training market is proving to be a constraint as
well. There is frequently a lack of standards and systematic regula-
tions — and in view of the rising demand, provision in many areas will
be inadequate or come with sharply rising prices. A lack of transpar-
ency, inadequate advice and a lack of clarity regarding funding all
impede access to training, particularly for people on low incomes and
without a vocational training qualification.

There are also organisational obstacles to continuing training. In-
dividuals who are heavily involved in their jobs often have no time
during their working hours and have to schedule their training dur-
ing their time off. Anyone doing care work on a permanent basis has
very little leeway in their free time. Consequently, leave of absence is
an important precondition for increasing the level of training activity.
REPRODUCTION OF INEQUALITY? According to the Institute for Em-
ployment Research (IBA), the more highly qualified a person is, the
more likely they are to take advantage of training opportunities.
Women and people with a migrant background are much less likely
to participate in continuing training, particularly in employed-pro-
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vided continuing training, because they are frequently employed in
low-skill, part-time or precarious jobs. So far, the instruments used to
promote employer-provided continuing training have had no impact
at all on this social imbalance. In the higher segment of the education
and training system, funding arrangements as provided under the
terms of the German Federal Training Assistance Act (BAfOG) are
available for those who are already well qualified and are undertaking
individual further vocational training, such as studying for the master
craftsman’s diploma or a university degree. Many poorly qualified
workers, on the other hand, are dependent on the continuing train-
ing schemes within the Hartz IV system. It is true that the unemployed
are offered further training; however, the incentives to accept such
offers are weak, since the measures provided are scarcely any improve-
ment over the available welfare benefits. Under the terms of the Act
on the Strengthening of Continuing Training, training has recently
been given priority over job placement for recipients of unemploy-
ment benefits. Nevertheless, job centres frequently lack the money to
fund the demand for further training (DIETZ/OSIANDER 2014).

There is increasing support among researchers on education and
training for more incentives or even obligations to invest in and provide
continuing training. Legal scholars (e.g. KOCHER/WELTI 2013 ) recom-
mend that there should be a legal entitlement to continuing training

and that everybody should have a regular interview

2 In the draft of the ‘Work 4.0’ to discuss their options for continuing training.?
white paper published by the Federal

Ministry for Employment and

Social Affairs (BMAS 2016), such

a legal entitlement is already

a declared objective.



WHAT SHOULD WE
BE PREPARING FOR?

In a dynamic and globally networked economy, employment projec-
tions are a tricky business — and to be treated with caution. However,
it seems likely that, even as digitalisation progresses, individuals with
a vocational qualification will still be able to rely on demand for their
labour. However, it is equally likely that demand for people without
such qualifications or who already today are employed in so-called
‘simple’ jobs will decline. It is estimated that, by 2025, there will be 1.3
million more people seeking such jobs than there are jobs to be had.
According to forecasts, ‘simple’ jobs will remain only where automa-
tion does not pay off or where consumers demand to have a human
being as their contact.

It is also expected that in certain occupations digitalisation will
lead to a devaluation of skills as work becomes increasingly detached
from the notion of the occupation (and the assignment of those jobs
to the relevant collective bargaining agreement will begin to falter).
On the other hand, digitalisation may also lead to upgrading certain
tasks within a given occupation, which would then need to be reflect-
ed in the relevant collective agreements. Whether to retain the occu-
pation principle as a reference framework or whether to develop it
further in the light of new types of work is a question that still has to
be addressed.

VOCATIONAL TRAINING UNDER PRESSURE TO CHANGE. The state, busi-
ness associations and trade unions play a role in planning the restruc-
turing of training occupations in accordance with the requirements
of the world of work. Many training regulations are not geared to-
wards a specific technology, so that new technologies can be success-
fully incorporated into the practical training provided by companies.
Furthermore, training programmes are designed to be process and
competence-oriented. However, forms of interdisciplinary collabora-
tion and agile working (e.g. design thinking methods, systems engineer-
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ing) have to be incorporated into the early phases of the training so
that networked working in complex contexts can be experienced.
The share of women in the so-called STEM oc-

3 sTEM is the umbrella term cupations®, which are regarded as future-proof and
for occupations involving science, relatively well paid, is still too low. Moreover, their

technology, engineering and
mathematics. The share of women
in the field is, at 15 per cent, still
below average (Ba 2016b).

oft-mentioned ‘training lead’ frequently dissipates
over the course of their lives because they have
little access to continuing training and upskilling
opportunities once they go into part-time work. It
is precisely in those occupational profiles that have no further devel-
opment pathways built in that the provision of advanced training
programmes for professional development and the acquisition of ad-
ditional qualifications is of particular importance.

The question of a growing shortage of skilled workers and unfilled

vacancies is widely debated in Germany (ZIKA/MAIER 20T5; MAIER
etal. 2016). The contributory factors are demographic change and the
expansion of university education on the one hand, and the large
number of young people who do not manage to make the leap from
school into training on the other. Thus companies seeking to recruit
new blood find themselves faced with the challenge of once again
giving greater consideration to youngsters with just lower secondary
school qualifications. The Federal Employment Agency has provided
some important support by expanding the range of training support
measures for the dual system and by introducing the assisted training
scheme.
CHANGE IS BECOMING THE NORM. When occupations disappear or
change, employees are forced to reskill or retrain. Current programmes
promoting continuing training will have to be redesigned for this
purpose. The way must be smoothed in order to keep friction costs
low and to give particular support to individual initiative.

Everyone is talking about a ‘training offensive’, but it is also neces-
sary to clarify whether, firstly, the personnel required for this are avail-
able and, secondly, whether they are themselves ‘digitally qualified’ to
a sufficient level. There is already a shortage of vocational training
school teachers and work loads in the schools have already reached
the limit. Thus the recruitment and continuing training of teaching
staff will play a key role in shaping digital change.



NEW ISSUES FOR EDUCATION AND TRAINING. The digital age demands
precisely those skills — the capacity for interdisciplinary collaboration
and the ability to network in complex systems and to interpret data —
that are an integral part of the broad concept of education and train-
ing for which Germany is well known. Strengthen information and

communication skills, introduce new school subjects such as digital
studies — such calls usually meet quickly with agreement. However,
one response to the transformation is missing here. An early warning
system is required that identifies future skill requirements but is also
capable of looking beyond the skills that are of direct benefit to the
economy.

@
~

EDUCATION AND TRAINING
GERMANY, THE TALENT FACTORY




WHERE
CAN WE BEGIN?

In times of structural change, new areas of employment emerge while
others disappear. Switching focus to new areas of activity and changes
in job content and processes requires individuals to be flexible in
both their professional self-image and their actual day-to-day work.
The education system must ascertain whether its own objectives and
offers measure up to the new working and living conditions; at the
same time, it must lay the foundations for an enlightened society.

A NEW AGREEMENT ON THE GOALS
OF EDUCATION AND TRAINING

It is now a commonplace that new technologies should be used in
schools to enable children and young people to appropriate and eval-
uate them independently at an early stage of their lives. High-speed
Internet connections, new school subjects such as digital studies, con-
fident handling of their own data — these are the current demands,
some of which have already been met in other countries.

Nevertheless, it is worth pausing for a moment. Which education-
al objectives are still significant even in a period of structural change?
What new objectives must be added? It is no small task for the educa-
tion system to turn all children into mature individuals able to find
their way in a democratic society and to contribute actively to shap-
ing it. But it must also ensure that all young people possess or are
enabled to acquire the skills they require in order to be able to partic-
ipate. In this respect, some catching up is needed.



—> F00D FOR THOUGHT EQUAL
OPPORTUNITIES INTHE DIGITAL AGE

The demand for more education and for lifelong education and train-
ing is all-pervasive in the current debate on digitalisation. And yet all
invocations of the importance of education in the digitalised world of
work will ring hollow if we do not succeed in overcoming one of the
fundamental shortcomings of the German education system, namely
its social selectivity, which is often described as scandalous but has not
been remedied yet, despite all efforts. In comparison with other coun-
tries, the socioeconomic background of children in Germany has a
much greater effect on their success at school. Consequently — and
bearing immigration in mind as well - many young people’s poten-
tial goes untapped. This social selectivity will become even more
problematic if, as forecast, the labour market situation for people
without qualifications deteriorates significantly in the coming years.

The education system must be appropriately resourced in terms not
only of buildings and equipment but also of teaching staff. It must
reach children earlier, for example through an expansion of early-
years education. It must turn schools into the places of learning along-
side the family, for example by expanding the provision of ‘genu-
ine’ all-day schools. And even if the division of the education system
into different types of secondary school is retained, very much the
exception internationally, the permeability between the various sec-
tions must be strengthened.

Technological change is not only producing new forms of work but
also leading to new forms of communication, self-representation and
recording of personal data. Even ‘digital natives’ have to be prepared
for these demands. An understanding of how algorithms work, of the
mechanisms of Web 2.0 and of how to protect personal rights is be-
coming essential. However, this in no way makes ‘analogue’ skills ob-
solete. In a period of change, it is precisely those skills which have
been part of the ‘hidden curriculum’ that gain renewed significance.
They include the ability to organise oneself, to study independently and
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to be self-reliant in one’s work, along with curiosity and self-motivation.
Most important of all is the ability to cooperate and communicate.
Learning in the workplace, and in particular learning a trade, lays the
foundation for this, because it teaches people to operate across an
entire area of responsibility and thereby strengthens their self-con-
fidence at work.

Digital change and the foreseeable changes in the labour market
require not only a thorough, broad-based grounding in one’s occupation.
Workers will also need to be flexible and adaptable with regard to job
content. To remain in the trade or profession one learnt as a young-
ster for the rest of one’s working life may continue to be many work-
ers’ preference; however, it is a desire that for many people will sim-
ply not be realised. Thus a willingness to embrace challenges and change
and to acquire skills unrelated to one’s initial training will become in-
creasingly important.

How can these objectives be implemented and realized within the
education system?

———— POINT OF CONTROVERSY
IMPERATIVE TO COOPERATE ON EDUCATION

In the German system of separate areas of jurisdiction for the federal
and the state (Linder) level, education has always been the preroga-
tive of the Linder. As many other responsibilities have moved to the
federal level, education is one jurisdiction that many Linder have
been anxious to guard. However proven the decentralised structure
of the German education system may be in many respects, at a time
of structural change it may also become a constraint if the question of
which objectives might sensibly be adopted has to be debated anew
in each of the 16 Lander. Many of the Lander are setting up commit-
tees and consultative groups in order to debate the challenges and
possible solutions. The consequence is a simultaneous but uncon-
nected set of deliberations on the same issues.

Thus, in order to develop a unified education strategy, greater op-
portunities for cooperation between the federal government and the
Lander should be incorporated into Germany’s constitution. There



was a debate about whether that would be possible within the exist-
ing federal framework or whether that framework itself must be sub-
stantially modified. Supporters of substantial change suggested, for
example, that the constitution should be amended in order to enable
the federal government and the Linder to work together to safeguard
the education system (and not simply to assess its performance and
develop it further, as is already permitted). In order to embed this

strategy in the wider society,a Commission on Education Reform should
be set up, in which the social partners would also be represented.

The advocates of constitutional change justified their position by
arguing that educational federalism in Germany has to be judged by
whether not it can contribute to a better education system. A further
proposal for reform relates to the constitutional provision governing
when the federal state can grant financial aid for particularly impor-
tant investments by the Linder and municipalities. It can do so in
order to prevent any disruption of the economic equilibrium, to even
out differences in economic power across the federal territory or to
promote economic growth. The Commission discussed the possibi-
lity of reforming this article in such a way as to make it possible to
make targeted investment in the educational infrastructure of finan-
cially weak municipalities. This could make an effective contribution to
the modernisation of the education system.

There were critics of this in the Commission as well. They pointed
to the far-reaching effects such reforms would have on the web of re-
lationships between the federal state and the Linder and to the issues
that would arise in the reforms’ wake, such as the role the municipal-
ities would have to assume as ‘education providers’ (up to now, they
have not been able to enter into any direct financial relationships
with the federal government). It was also feared that the reforms
would blur rather than improve the division of responsibilities for
education policy, making it difficult to attribute political liability for
failures correctly.

However, the unmet need for school building refurbishment
alone — which the Kreditanstalt fiir Wiederaufbau, the German govern-
ment-owned development bank, puts at 34 billion euros (BRAND
et al. 2016) — shows that there is an enormous need for action. It is
true that the system has already received a boost from the expansion
of all-day schools. However, the afternoon provision in most so-called
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‘open’ all-day schools is of inadequate quality. It would, therefore, be
worth considering introducing in the near future a legal entitlement to
‘genuine’ all-day schooling. The expansion of all-day schools should
also be linked to the expansion of social work in schools and interdis-
ciplinary teams for day-care centres and schools. For vocational train-
ing schools, a vocational school pact could improve the technical
equipment, similar access across all of Germany and the upskilling of
teaching staff. Given the shortage of teaching staff in this sector, this
is a step that is overdue.

The fact that the federal government is making available, via the
municipal investment support fund, a total of 3.5 billion euros be-
tween 2017 and 2020 for the refurbishment of school buildings is very
welcome. However, in view of the enormous backlog, further finan-
cial assistance in this area will be required in the years to come.

IT knowledge and skills are not all that has to be taken into account
in developing a training strategy for the future world of work. As
automation and digitalisation advance, systems are becoming more
complex — errors in automated systems, for example, cannot be dealt
with by employees according to a script. Besides improved IT skills,
the ability to take responsibility for processes and to think and take
action as a participant in networked and interdepartmental processes is
most important. This is why personal skills must be strengthened.
Interdisciplinary collaboration will become increasingly important
in many areas. Learning on the job is becoming indispensable be-
cause of the shortened halflife of technological innovations. Conse-
quently, work stations will increasingly have to be upgraded to serve
as learning locations as well. Digital assistance systems could be an
important starting point.

When the labour market and processes in the workplace are chang-
ing very dynamically, matching problems between employees’ existing
skills and competences on the one hand and employers’ expectations
and requirements on the other are foreseeable. What is needed, there-
fore, is information on which competences will be in demand in the
labour market and where and in what degree they will be required.



— > F00D FOR THOUGHT COMPETENCE
MONITORING FOR GERMANY

The Commission supports the plan to introduce competence moni-
toring and to institutionalise it. The aim of such monitoring could be
to identify, on the basis of an extended definition of competence, the
key competences that are important for the work of the future and
for the competitiveness of German companies. One should focus first
on those competences that are growing in importance because of new
technologies. The impetus for this could be provided by a project
funded by the Federal Ministry for Education and Research that is
currently in its pilot phase. The project is developing procedures for
identifying and measuring the competences required along the value
chain (from basic research to marketing and social acceptance).

This monitoring should be carried out on a permanent basis and
could usefully be supplemented by the monitoring of skilled person-
nel that is planned by the federal government.

The Commission is well aware that such monitoring is a complex
undertaking and difficult to put into practice. However, such an in-
strument is indispensable in order to safeguard opportunities to par-
ticipate in the world of work. Just as companies observe their markets,
so employees — like the education system and the social partners —
must have opportunities to prepare themselves in good time for new
demands.
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SUPPORT FROM
THE VERY BEGINNING

There is scarcely a forum on digital change that fails to mention sup-
port in early childhood. Primary-school children are already being
given opportunities to familiarise themselves with and make use of
new technologies. There are even various initiatives for day-care cen-
tres. Truly integrated approaches should aim to give children, regard-
less of their social background, an opportunity to function autono-
mously in a complex, digitally networked world.

The age at which children might reasonably be expected to benefit
from a given new technology is very much an object of critical debate
among educationists. It is widely agreed that curiosity, activity, inter-
active engagement and a good emotional climate are fundamental
preconditions for effective learning processes. They also promote pre-
cisely those skills that are important now and will continue to be so
in the future. Early-years education is no panacea for the prevention
of social inequality, but when combined with other educational in-
struments and social protection for the family it can help to give chil-
dren a solid start in life (NAUMANN 2014).

— > F00D FOR THOUGHT QUALITY
STANDARDS FOR EARLY-YEARS EDUCATION

Early-years care and education establishments make a significant con-
tribution to an inclusive society. Independent activity, freedom to be
creative, space for self-development and time for relationships should
therefore form part of all approaches to teaching and learning. For
such approaches to be implemented, adequate levels of both teaching
staff and equipment are essential.

Considerable efforts have been made in recent years to expand
childcare and all-day schools. However, there is still a lot of catching
up to do in western Germany. In the eastern part of the country, the
provision of childcare and all-day schools has traditionally been
much better. In the communist system, they were vital for allowing
both parents to work full time, as was expected in East Germany.



Besides the quantitative expansion, the quality of provision must
also be a particular focus, particularly in early-years education. Na-
tional standards setting out the general requirements for early-years
education are required. These must include staffing ratios, group size,
the initial and continuing training of teaching staff and time for
preparation and follow-up. These standards must be applied regard-
less of who the provider is and could be enshrined in an ‘Act on Rais-
ing the Quality of Day Care and Early-Years Education Establishments’.

Proposals for approaches to teaching and learning that seek to
counteract the various forms of disadvantage can be found in, for ex-
ample, the ‘Index for Inclusion’ (BooTH et al.2006). Children and
young people should take part in cultural and social activities in their
local educational institutions. The basic philosophy is to acknowl-
edge diversity and to act respectfully towards others. The differences
between children should be valued as an opportunity for shared play-
ing and learning rather than as a problem. In general, all barriers that
impede children’s access and categorise them as ‘special cases’ should
be broken down. Children should learn together and from each other.

Many people, from employees to the selfemployed to personnel
managers and managing directors, feel themselves overburdened by
the complexity and speed of change. This in turn generates fear of loss
and failure, leading to a lack of self-efficacy belief.
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—> F00D FOR THOUGHT
STRENGTHENING MINDFULNESS

Technical skills and familiarity with digital technologies will not be
sufficient to enable individuals to deal with the increasing complexity
and the accelerating pace of change. And because of dwindling natu-
ral resources and growing environmental problems, future genera-
tions will also have to grapple more intensively with the question of
sustainability. Greater attentiveness towards oneself and others seems
to be required.

One source of inspiration for this is the ReSource Project carried
out by the Max Planck Institute for Human Cognitive and Brain
Sciences in Leipzig. It showed that mindfulness training not only aids
effective stress reduction and promotes individual resilience but also
enhances emotional intelligence. It is hardly surprising that companies
are now seizing on such findings, since increased employee adaptabil-
ity and performance and a reduction in downtime may be precisely
the outcome that is desired.

The education system also has a contribution to make. It must find
ways in which children can experience self-efficacy and confidence
and can also be trained in empathy and intuition, self-awareness and
courage, energy and sensitivity.

In discussions of the demands made of the education system, teachers
are often criticised for a lack of initiative and aptitude. Such criti-
cisms ignore the fact that good teaching requires certain conditions
to be fulfilled.



— > F00D FORTHOUGHT IMPROVE WORKING
CONDITIONS IN THE EDUCATION SECTOR

Working conditions in the education system are the key to the success
of education reforms. It is therefore essential that they be improved.

The resources required to meet the high demands placed on edu-
cational establishments should be made available. Adequate staffing
levels are the best protection for teachers who take their jobs seriously
against becoming worn-out and exhausted. In the continuing train-
ing sector in particular, there is a high level of fixed-term employ-
ment and many jobs are linked to projects. The structural destabilisa-
tion of career trajectories in this area has brought an element of
precarity into the education sector and is undermining efforts to re-
cruit sufficient personnel in this expanding field.

LIFELONG LEARNING
IS BECOMING THE NORM

Schools, including early-years provision, lay the foundations for
people’s working lives. This begins with the question of which op-
tions are opened up or closed by different educational pathways.
Scarcely one in every two youngsters leaving lower secondary school
goes directly from school into training. In the national apprentice-
ship exchange organised by the Chambers of Industry and Com-
merce, two out of three training offers are from the outset closed to
young people who hold only lower secondary school certificates. A
total of 270,000 young people are in one of some 350 programmes
provided by the federal government or the Lander as part of the ‘tran-
sition system’. (AUTORENGRUPPE BILDUNGSBERICHTERSTATTUNG 2016).
More than 120,000 young people in each year group fail to obtain a
training place (BIBB 2016); most of them are at risk of long-term un-
employment or precarious employment. Resentment and conflict are
the possible consequences of these missed opportunities to enter the
training system.
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Consequently the aim of offering young people access to vocational
training is and will remain a priority. Action is urgently needed, par-
ticularly in regions with especially problematic training markets.
Mandatory quality assurance and quality development systems can also
help to ensure that the training is successfully completed.

The decision for or against vocational training is a very personal
one. It depends on a young person’s individual interests, the training
conditions and the career and development prospects. In other words,
companies themselves have it in their power to keep the dual training
system attractive. The figures show that they are largely succeeding in
this: for the first time, the share of trainees in the dual system with
higher secondary qualifications (28 per cent) is greater than that of
trainees with just lower secondary qualifications (27 per cent) (BMBF
2017). This is significant because higher secondary qualifications are
the prerequisite for attending university. Traditionally, they were not
seen as a pathway to the dual system, but as more and more pupils are
obtaining them, this has begun to change. In some regions, pupils with
lower secondary qualifications feel crowded out of the dual system.

The German dual system finds itself in a paradoxical situation. In-
terest in it is growing internationally, because the system creates a
link between the training system and the labour market and in this
way offers many young people a better transition into the world of
work. At the same time, however, it is under pressure at home, be-
cause the number of companies providing training is at an all-time
low. Since 2009, almost 50,000 companies have stopped providing
training places. Only 20 per cent of all companies now provide train-
ing; in 2007, it was around 24 per cent. Small and very small enter-
prises with up to nine employees in particular are withdrawing from
the vocational training system. At the same time, the number of un-
filled training places is rising. In 2016 alone, businesses were unable to
fill around 43,500 training places (BMBF 2017).



— > FO0O0D FORTHOUGHT STRENGTHENING
THE DUAL VOCATIONAL TRAINING SYSTEM

The dual vocational training system strengthens companies’ power to
innovate. The training provided in the dual system, geared as it is to
companies’ needs, produces high-quality vocational qualifications
and skills, which in turn results in high rates of transition into the
labour market and prevents high youth unemployment. According to
figures from the Federal Statistical Office, almost half of each year
group passes through the dual training system. In this way, young
people in Germany are integrated into the world of work more suc-
cessfully than in virtually any other country in Europe. Again and
again, targets for the expansion of academic education in Germany
are being put forward. Those doing so, however, are ignoring the effi-
ciency of the dual system and the fact that many professions that
would require a university education elsewhere (e.g. nursing, early-
years education) only call for non-academic training in Germany.

In order to make the system fit for the future, the following meas-
ures are recommended:

~—— Occupational profiles and training regulations should be reviewed
at regular intervals and amended in line with changing requirements.
The procedures and bodies for the evaluation of training regulations
and standard curricula, in which the social partners are also involved,
provide the basis for this. It appears necessary to extend these regula-
tions, which are based on the Vocational Training Act and the Trade
and Crafts Code (Handwerksordnung), to the degree programmes
combining academic studies and on-the-job experience and to the
technical schools, which have hitherto been regulated by legislation
at the Lander level.

——— Vocational training should be made more permeable. Even young
people with poor educational qualifications should have opportuni-
ties to access vocational training and obtain a vocational qualifica-
tion, e.g. through the expansion of ‘assisted training’. Connectivity
with further vocational training and academic education should be
guaranteed in both the company-based and school-based part of the
training (e.g. by making additional provision for trainees).

——— Training opportunities for adults should be expanded and train-
ing programmes adapted to the needs of adults who are embarking
on initial training or completing a new training programme.
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Ideally, continuing training should be included in the design of oc-
cupations. In many occupations in the dual system, continuing train-
ing is already in place, e.g. in the form of advanced or upgrading
training. Even in many graduate occupations, specialist continuing
training is a prerequisite for maintaining registration. However,
continuing training is far from being systematically incorporated
into all occupational profiles. There is also a lot of catching-up to do
at company level. Here, learning systems integrated into work stations
are required, together with a working environment that promotes learn-
ing and continuing training provision that dovetails with employee
development programmes.

——— POINT OF CONTROVERSY LEGAL
ENTITLEMENT TO FUNDED PART-TIME TRAINING
LEAVE FOR ALL?

The Commission vigorously debated the introduction of a legal entitle-
ment for all to state-funded part-time training leave (e.g. along the
lines of the Austrian system). For some, the introduction of such a
right seemed overdue, while others questioned the appropriateness of
a universal entitlement. While it was true that such a right would
presumably trigger a great deal of very welcome continuing training
activity, at the same time an instrument of this kind might well be
seized on by those who started their working lives with high levels
of educational capital, which would simply reinforce educational in-
equalities. Financial support should rather be targeted at those with
low levels of formal education, for example by improving pro-
grammes aimed at unskilled workers. The Commission did not reach
agreement on this issue, but did stress the need to discuss individual
entitlements to continuing training as a matter of urgency.



———— POINT OF CONTROVERSY
STRENGTHEN THE ROLE OF CODETERMINATION
IN CONTINUING TRAINING?

The Commission also debated the role of codetermination in initial
training, retraining and continuing training. Employer-provided
continuing training is acknowledged by all the actors in employ-
ment policy as the key factor in structural change; however, as al-
ready noted above, actual provision is selective and inadequate. This
raises the question of whether works councils have sufficient instru-
ments to push through the training required for structural change.

The Works Constitution Act confers rights of codetermination in
initial and continuing training in three areas: job protection, voca-
tional training and human resources planning. As far as job protec-
tion is concerned, there is a right to put forward proposals and to be
consulted but no right of initiative. If the employer rejects the works
council’s proposals, there is no further recourse. However, since re-
training programmes are too important for decisions to be left up to
one side only, consideration should be given to incorporating genu-
ine codetermination into the Works Constitution Act.

Codetermination rights have also been limited in the areas of
vocational training and the implementation of training measures.
According to the Works Constitution Act, the works council’s right
of initiative is restricted to initial and continuing training activities
that are already under way. In order for works councils to be able to
play an active role in planning for change, a debate is necessary on
extending their rights to include future measures as well.

The responsibilities for initial and continuing training outlined above
can overburden many companies, particularly small and medium-
sized enterprises. The Federal Employment Agency provides a consul-
tancy service, but it remains difficult for companies to assess what to
train employees for. For companies to take advantage of the full range
of pedagogical expertise, new forms of collaboration are required.
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— > F00D FOR THOUGHT MORE INTER-FIRM
COOPERATION ON CONTINUING TRAINING

The Federal Ministry for Employment and Social Affairs’ programme
‘Protecting skilled workers: promoting continuing training and
equality’, financed by the European Social Fund, provides support for
the social partners to increase employees’ participation in continuing
training. Support is provided for, among other things, the establish-
ment of interconnected continuing training facilities in small and medium-
sized enterprises and the implementation of firm-based and inter-firm
continuing training measures.

The Commission urges companies to take advantage of this initia-
tive and establish more training networks in order to address the
changing training requirements on a cooperative basis. This would
be especially advantageous in sectors dominated by medium-sized
and, in particular, small companies.

One example of this is to be found in the construction industry. At
the heart of the model developed by the German Construction, Agri-
culture and Environment Union (IG BAU) and the employers’ asso-
ciations are sectoral training levies, which have to be paid by compa-
nies on the basis of collective bargaining agreements that have been
declared binding for the industry. The monies are administered by
sectoral social security or supplementary benefits funds (run jointly
by those party to the collective bargaining agreements) and are used
mainly for funding inter-firm training centres. These centres supple-
ment the work of the vocational training schools by taking responsi-
bility for parts of the practical training. These inter-firm training cen-
tres are often subject to minimum quality requirements, which also
include regulations on the (digital) equipment to be provided and
continuing training provision for trainers. In some parts of the con-
struction industry, levies are used to fund not only initial training but
also advanced and continuing training programmes. As far as advanced
training is concerned, the social security fund pays all costs incurred
(including reimbursement of wage costs) when attending a training
course, thus offering a financial incentive to do so. To the Commis-
sion, such forms of inter-firm cooperation in initial and continuing
training seem to be an appropriate response to current needs and
could be applied to other sectors.



Continuing training in Germany is provided mainly by commercial
enterprises and adult education centres. The other education and
training institutions have enormous potential for expanding continu-

ing training provision that has gone untapped. And when it comes to
putting into practice the ideal of broad-based, integrated education
and training, as outlined in this chapter, the universities could also
make an important contribution to continuing education.

— > FO00D FORTHOUGHT UNIVERSITIES: A
FUNDING COMPACT FOR CONTINUING EDUCATION

After a lengthy period on the job, many people must or would like to
top up their qualifications. Universities and universities of applied sciences
(the Fachhochschulen) are well suited to developing and expanding
the provision of continuing education and training, e.g. in the form
of seminars or post-graduate and extension programmes. To date,
however, they have failed to exploit those possibilities. Furthermore,
continuing education has tended to be targeted principally at people
who already have a degree or are still studying.

This must change. Access must be made easier (applicants are gen-
erally required to have the higher secondary school qualifications)
and provision must be tailored to the needs of people in work.
Furthermore, curricula must be developed that are below the thresh-
old of a full university degree or post-graduate programme.

For universities to develop into genuine providers of continuing
education for groups beyond the ‘core clientele’, incentives and finan-
cial support will be required. Universities nationwide are hardly
ready for this new role: neither teaching times, staffing levels, ap-
proaches to teaching nor teaching budgets are geared to this change
in their operations.

One possibility for changing this is to further expand the current
University Compact, which provides extra funding, mainly from the
federal government, to universities to help them accommodate the
sharp increase in students. Begun in started 2007. it is set to expire in
2020. At least part of the monies allocated to a new programme could
be earmarked for universities making special efforts to offer academic
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continuing education programmes for practitioners. At the same time,
however, the temporary nature of the Compact creates a major diffi-
culty for the universities. They cannot turn themselves into providers
of continuing education on a temporary basis and develop new ap-
proaches to teaching, admission regulations and validation proce-
dures. They need dependability in planning, based on the knowledge
that this commitment will continue permanently. Since demand for

teaching staff in continuing education is very likely to increase, uni-
versities will very soon find themselves in a weaker bargaining posi-
tion because of the rules stipulating fixed-term employment for many
of their employees. These need to be reformed so that employment
conditions in the university sector do not become an obstacle to the
development of education fit for the future.

OFFER LEARNERS ADVICE
AND FINANCIAL SUPPORT

The focus of many initiatives and deliberations on lifelong learning is
on continuing education and training. However, the future direction
for people’s career trajectories is often set in initial training and on
entry into working life. For some, ‘lifelong learning’ is a positive
promise, but for many it is a cause for concern because the implicit
message of the slogan is that without the ‘right’ continuing education
it will be difficult to maintain one’s position in the labour market.

Parents are in many cases the most important source of advice
when it comes to educational choices. This role is not only accepted
by children but actively sought out (HURRELMANN 2014). At the
same time, many parents are limited in the advice they can offer be-
cause they are hardly in a position to offer a comprehensive evaluation
of how the labour market is evolving and how occupations are chang-
ing. Adults, in turn, not only find themselves confronted by a confus-
ing market in continuing training but they are also not always able to
assess their needs and the suitability of an advanced training pro-
gramme on their own.



— > FO0O0D FORTHOUGHT ADVICE ON EDUCATION
AND TRAINING OVER THE LIFE COURSE

The Commission sees advice and guidance as a core element of a pre-
ventive education and training policy. A new culture of advice should
be established, in which individual and neutral advice is on offer to all,
regardless of individual starting positions and ambitions.

The Commission supports ideas for a continuing training advice
service. If such a service offers neutral, independent advice, easily ac-
cessible and at no cost, is well widely advertised and employs well-
qualified staff working to clearly defined standards, then that would
constitute a solid basis for lifelong learning. The Federal Employ-
ment Agency is already heading in the right direction with the expan-
sion of its careers service to include lifelong vocational guidance. The
Agency’s lead in this area can be developed into a sustainable system.
However, if a training or continuing training advice service is to be
incorporated into the Federal Employment Agency, then care has to
be taken to ensure that it operates independently of the Agency’s and
job centres’ other functions and that the acceptance or rejection of
advice is not linked to sanctions. In the long term, it would be sen-
sible to develop more comprehensive forms of advice on education
and training that begin with young people of school age and provide
information on the transition into training and work, development
options, career change and possible sources of (financial) support.
Much can be learnt from education guidance programmes in other coun-
tries, e.g. from the ‘education and training councellors’ in Austria.

In universities there is extensive provision of advice and counsel-
ling on courses, changing subject or the transition into employment
after graduation. However, for those who do not get on at university
and might best switch to another part of the education system or into
vocational training, there is little in the way of support. University
advice services are usually not prepared for such cases and can only
refer students to the employment agencies.

It would be helpful to establish organisational and institutional
links between student advice services and the services provided by
employment agencies, the chambers of commerce and industry and
other advice and counselling services. Such provision already exists,
but only in the form of pilot schemes set up on a temporary basis.
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Continuing education is becoming increasingly important in order
to safeguard employment. The Federal Ministry for Employment and
Social Affairs, also with a view to promoting continuing education,
has launched an initiative on developing the unemployment insur-
ance scheme into an employment insurance scheme. Except for the
plan for an advice service on continuing education, not many details
are known as of yet. An insurance scheme of this kind, which does

not simply kick in when a person actually becomes unemployed but
as soon as there is a threat of unemployment, would be a proactive re-
action to the transformation in the world of work.

The current plan is very much focused on the continuing educa-
tion advice service; one aspect in particular need of clarification
would be the support to be provided for vocational training. The pos-
sibility of pursuing another vocational training programme at a later
stage of the working life is becoming increasingly important. Firstly,
people who missed out on training at the beginning of their working
lives need a genuine second chance (BoscH 2010). All the studies show
that an unsuccessful entry into the labour market, whether because of
a lack of academic qualifications or a failure to obtain training, creates
lifelong disadvantages. People have to be able to make up for a lack of
training that others acquired at an earlier stage of their lives. Second-
ly, structural change means that many workers will have to change
occupations in the second half of their working lives. It is crucial that
earnings losses and wage costs should be compensated to a greater
extent than today while workers are training.

Individual elements of the financial support available for continu-
ing training and education — such as government support for univer-
sity students (BAf6G) or those studying for a master craftsman’s
diploma (Meister-BAf6G) and scholarships for those who excelled in
their vocational training — exist alongside each other but are not con-
nected. Bringing student financing, funding for those making up for
a lack of qualifications and support for professional advancement to-
gether in a single Education and Training Support Act would create
greater transparency and close the gaps in support.



——> FO0O0D FOR THOUGHT FINANCIAL
SUPPORT FOR SECOND CHANCERS

As early as 2004, the Expert Commission on ‘Financing of Lifelong
Learning’ (DEUTSCHER BUNDESTAG 2004) pointed to the need to ex-
tend the mandate of the public education system to adults. However, state
support past the age of 25 for individuals seeking, on their own initi-
ative, to make good a lack of academic or vocational training qualifi-
cations addresses a very limited number of cases only (the unem-
ployed and those imminently threatened with unemployment). In
the Commission’s view, more opportunities must therefore be creat-
ed for adults who decide to catch up on their education or training or
to make a career change.

Since many adults have not acquired basic qualifications in their
youth or have been unable to find jobs even with a vocational quali-
fication, public responsibility for the funding of general education and
vocational training must be extended to adults. Consequently, the
Commission proposes that the tried and tested system of student sup-
port (BAf6G) should be developed further and that a general educa-
tion and training assistance scheme for adults should be introduced that
provides support (as the current scheme does) for those who do not
have sufficient income or assets of their own. Incentives for employ-
ers to terminate employment must be avoided in this context. On the
contrary, higher wage cost subsidies for employers might well encour-
age workers to embark on the continuing training programmes that
give workers a prospect of long-term employment.

Detailed consideration suggests there are various points that
would have to be taken into account in such a reform. Firstly, priority
should be given to unemployed individuals who wish to undertake
training. Age limits on this and similar instruments should also be
reviewed. The age limit for financial support for a master’s degree is,
in the Commission’s view, still too low. In the course of the Bologna
reforms, the age limit for such support was raised from 27 to 3s. This
limit must be raised again. In order to avoid excessive debt on com-
pletion of a course of study, it would seem sensible to reduce the loan
element and increase the grant element; tax exemption limits and
maintenance allowances should also be raised. Support should be up-
rated automatically in line with inflation.
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WORKING TIME

TIME
SOVEREIGNTY
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WHERE
DO WE STAND?

There is scarcely a topic that is debated as intensely as working time. It
is not only between employers and trade unions that the arguments
rage, but also between employees in the workplace, in work teams
and even in families and between couples. Who spends how much
time, when and for what purpose (and with what degree of time sov-
ereignty) will determine income opportunities, the chances of self-
realisation and employment biographies.

This makes the time question an #ssue that affects people’s entire lives —
and a key issue in collective bargaining agreements, agreements on
the company-level and work organisation.

Disputes around working time are as old as work itself. The key

point at stake is who has the right to control and what issues are
linked to working time. For employees, these are income, recovery
time and opportunities for continuing training and promotion; for
employers, they are the leeway they have for flexible staff deployment
and labour costs.
THE STATUS QUO IS MURKY. For many years, the ‘male family bread-
winner cum housewife’ model of the family was dominant in Germa-
ny. Today, the full-time/ part-time model predominates among work-
ing couples, with women reducing their working times when they
start a family. At the same time, working-time preferences and realities
are very diverse: there is a motely collection of models for achieving
some degree of work/life balance, women are more generally active
in the labour market and female family breadwinners are part of the
new reality.

People’s preferences for structuring their working time are very
diverse. Many young workers who enjoy their work, do not feel over-
burdened, have a good position in the labour market and as yet no
care responsibilities are indifferent to the formal restriction of work-
ing time. They regard any separation or even a strict division between



work and leisure time as outdated. They want to work in a way that
suits their own needs and ideas about work. In contrast, there are
those who want nothing more than to restrict working time. The
reasons for this vary considerably. They range from unsatisfying work
to care responsibilities, interests outside work and overwork. It is this
diversity of needs that makes the structuring of working time a Her-
culean task.

Social inequality is reflected in the volume of working time. Ar-
guments around working time often focus on its distribution. Com-
panies prefer greater or smaller numbers of hours for certain groups
of workers. Such flexibility in staff deployment not always fits with
people’s needs. Low-skill workers often want to work longer hours
because they are dependent on a certain number of hours per week in
order to ensure their livelihoods (— INCOME], while more highly
skilled workers often want to work less in order to preserve their
health or because they have care responsibilities.

Average weekly working time in Germany is 41.4 hours, which
puts Germany in 12th position among the 28 EU
member states.! According to figures from the 1 If certain statistics

Federal Institute for Occupational Safety and Show shorter working 111
Health, full-time dependent employees in Germa- ~ tmes than these dara w
[ from EUROSTAT (2016), =
ny work 43.5 hours per week on average, which is itis because they include =
actually almost five hours per week more than the ;¢ .time workers. This =
average working time as spelled out in employ-  quickly gives rise to =
=

ment contracts (BAUA 2016). What is striking is the false conclusion that
the mismatch between time preferences and working ~— G™any is the leisure
times. According to Socio-Economic Panel? data,
39 per cent of female and 46 per cent of male part- 5 4 |ongicudinal survey
timers would like to increase their working times  (panel study) of German
to part-time arrangement with longer hours. At households.

the same time, 43 per cent of female and 31 per
cent of male full-time employees say that they
work more than they want to and than is contrac- of working time, albeit
tually agreed.’ On average, workers in Germany (o varying degrees.
have the highest volume of overtime in the euro-

zone. Sixteen per cent of those who work over-

time put in more than ten extra hours per week.

time world champion.

TIME SOVEREIGNTY IS THE SOLUTION

3 This discrepancy is
confirmed by all studies
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THE VOLUME OF WORK STAYS CONSTANT BUT IS DISTRIBUTED AMONG
MORE PEOPLE. More and more people are active in the labour mar-
ket. The number of standard employment relationships has also risen
again recently. However, according to the IAB (the Institute for
Employment Research, a special office of the Federal Employment
Agency) the volume of work (full-time plus part-time jobs including
side jobs) has remained constant at 50.3 billion hours per year. These
two statements are not mutually contradictory because the part-time
rate in Germany has risen sharply since the early 1990s. The increase
in the female part-time rate, at 17 percentage points, significantly out-
strips that in the male part-time rate, which is eight percentage points.
In 2014, 58 per cent of economically active women were working re-
duced hours, compared with only 21 per cent of men (WANGER 2015;
HOBLER etal. 2016). The number of workers in marginal part-time
jobs (so-called ‘mini-jobs’) has also risen (— PARTICIPATING IN THE
WORLD OF WORK). As a result, there is a large group of workers whose
jobs do not provide them with an independent livelihood but are de-
pendent on support from other household members or income from
other sources (private assets, family support, social security benefits).
WOMEN ARE INTEGRATED ON A PART-TIME BASIS. The extremely un-
equal division of working time between the sexes is regarded as ‘char-
acteristically German’. Men do approximately ten hours’ more paid
work per week than women; conversely, women devote about ten
hours more per week to domestic and family work. However, this
distribution is not entirely a reflection of individual preferences. Al-
most one fifth of female employees would like to do at least five more
hours’ paid work, whether for financial reasons, because they are con-
cerned about being disadvantaged in career advancement or simply
because they have a pronounced inclination towards paid work
(SEIEERT etal. 2016). Part-time work often goes hand in hand with
low hourly pay (— INCOME), few chances of promotion and inade-
quate provision for old age.

In order to avoid these traps of part-time employment, a binding
right to return to full-time work is currently being discussed; the Fed-
eral Ministry for Employment and Social Affairs has published a draft
bill on the matter. Such a right would make it easier to decide in fa-
vour of reducing one’s hours for family and care work. Despite some
belated reforms to family policy (such as the expansion of child care




provision and the introduction of the parental allowance), many
mothers and fathers feel torn between the two; the world of work is
still seen as not family-friendly enough.* Twenty-

two per cent of part-timers work reduced hours 4 The last two reports on the
because the position they applied for was not of-  family published by the federal

fered on a full-time basis. An increased supply of
long part-time or full-time jobs would further
increase women’s participation rate, as happened
when childcare provision was expanded. DRESSEL 2005.
WORK IS INTENSIFYING. You cannot talk about

the volume of work without talking about its

intensity. The reduction in working time, which was still 48 hours per
week in the 1950s for full-time workers, could be implemented only at
the cost of work intensification. The pace and intensity of work have
increased still further; productivity in Germany today is very high by
international standards. Much of this is due to the acceleration of
work processes as a result of automation and the increased use of in-
formation and communications technologies. According to the Fed-
eral Institute for Occupational Safety and Health, many workers at-
tribute the feeling of overload largely to increased pressure of work
and intensified processes. Consequently, the structuring of working
time is increasingly being seen as pivotal to workplace health and
safety (— WORK ORGANISATION).

WORK OUTSIDE ‘NORMAL® HOURS IS WIDESPREAD. Disputes around
the scheduling of working time have always been triggered by the ques-
tion of when working times that employees regard as undesirable
should attract additional compensation. Certain premium payments
are stipulated in law. Seventeen per cent of dependent employees
work nights and/or shifts. According to census data, there has been a
significant increase in weekend and evening work since the 1990s.
The number of people who work ‘permanently’ and ‘regularly’ at
these times has risen by around five percentage points and the num-
ber who do so ‘very often’ or ‘often’ has increased even more (BRENKE
2016). Women part-timers and low-wage workers are particularly
likely to work outside standard hours. Many companies use part-tim-
ers to provide flexibility; many service occupations (e.g. in catering)
are associated with working times outside the ‘nine to five’ norm. In
some cases, this suits some people’s preferences, but in other cases a

government have referred to
these time conflicts experienced

2012). See alsoO ALLMENDINGER/
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contract for non-standard working hours was all that was on offer.
Although work outside the ‘nine to five’ norm in emergency and
health services (police, hospitals) is widely accepted, the trend towards
the around-the-clock society is giving rise to concerns. Researchers

have warned that collective leisure time is being lost, which may in turn

have negative effects on social cobesion.

MORE AND MORE PEOPLE ARE WORKING IRREGULAR HOURS. The sched-
uling of working hours is closely linked to their distribution. This has
to be flexible if the volume of work fluctuates over the day, week,
month or longer periods. Such fluctuations are usually managed by
means of working time accounts which, according to the Federal Insti-
tute for Occupational Safety and Health, are held by 61 per cent of all
employees (BAaua 2016). There is, however, little valid data available
on the usage of the numerous models that are theoretically available.
Most offer time off in lieu, but in some cases the credits are paid off

5 In the 2008/2009 economic
crisis, these instruments proved
their worth as companies were
not forced to dismiss their
employees and jobs were saved.

6 Moreover, the legal entitlement
to ask to work part-time applies
only to companies with more than
15 employees, which disadvantages
those working in smaller organisa-
tions.

or used for job protection.® Research has revealed
the often limited control that workers have over
their working hours and has identified a division
within the labour force. Workers who are very well
positioned in the labour market, those in compa-
nies that adhere to collective bargaining agree-
ments and those who are represented by a works
council have a far greater chance of having their
time preferences taken into account than all other
groups in the labour market.

THE WORKING TIME CONFLICT IS BEING INDIVI-
DUALISED. The EU Working Time Directive, na-
tional working time legislation, collective bargain-

ing agreements and agreements on the company level draw on
research findings to lay down standards for the organisation of work-
ing time. They are the metaphorical handholds and guardrails that
help employees to assert their working time preferences. This is im-
portant because employers are increasingly expecting scheduling by
the employees themselves, for example when they are free to work
when they wish provided their targets are met within a certain time
frame. However, there will be only very limited control over working
time if there is no influence over work processes, if the targets are set
too high or if staffing levels are too low (— WORK ORGANISATION).




Working time disputes sparked by new forms of work are no longer
played out solely between employers and employees or within work
teams but also within individual employees themselves (DUNKEL/
KRATZER 2016; HANDRICH et al. 2016). Time stress and overload can
be the consequences. Attempts at finding a solution are often intend-
ed not to eliminate structural problems (such as inadequate staffing
levels or poor work organisation) but rather to optimise individual
time management skills. Thus flexible working time does not auto-
matically mean a better work-life balance. It can only lead to solu-
tions that satisfy the interests of both sides if working times can be
scheduled in advance and employee control over working time is ac-
tually guaranteed (i.e. is stipulated in law, in collective bargaining
agreements or in employment contracts).”

CORPORATE CULTURE AS A SOLUTION? Greatersig— 7 Only 38 per cent of
nificance is often attributed to a company’s mode  employees are largely
of work organisation and its time culture than to
formal agreements. There are numerous examples
of sustainable human resources policies in com-
panies, but the extent to which individual time
preferences are realised varies considerably depending on employees’
status within the company and their labour market position (KLEN-
NER/LOTT 2016). Many working fathers still bemoan employers’ re-
luctance to agree to reduced working hours. The rights to leave of
absence for volunteer work or to care for family members is not exer-
cised in many companies. Even for highly skilled workers, there are

start and finish times
(BAUA 2016).

barriers: frequently there is a failure to realise that management posi-
tions can also be divided or carried out by part-timers (— WORK
ORGANISATION].

able to determine their
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WHAT SHOULD WE
BE PREPARING FOR?

People’s working time preferences are likely to become further differ-
entiated in the years to come. Many workers will have family mem-
bers to care for, which will give rise to further demands for flexibility.
If continuing training is to become a normal part of the life course,
repeated time-out periods will have to be granted. Some people will
continue to work full-time without interruption for the whole of
their working lives, but they will be mainly women without children
and men. At the same time, however, other models will gain accept-
ance and become widespread. Management and works councils will
be required to find creative solutions for this.

FLEXIBILITY REMAINS CONTRADICTORY. Many companies leave the
organisation of working time to their employees. In these cases, many
employees start work early in the morning, then take a number of
breaks and sometimes complete their tasks late in the evening. The
advances in information and communications technologies have
made mobile working possible. For many, this flexibility is just what
they are looking for. At the same time, research on sleep and health
has shown the negative effects of a working day without a definite
end (CRARY 2014). Moreover, when people resume work for a brief
period, they often do not count that time as working time, which can
lead to a creeping expansion of total working time. Yet from a technical
standpoint, it has never been easier to record working hours accurate-
ly. It would also be possible to place a limit on working time by mak-
ing use of ‘digital shift work’, in which globally networked workers
organise themselves into job-share pairs.

ISTIME LOSING ITS IMPORTANCE AS A YARDSTICK? For a long time,
employers have managed their employees’ effort by means of perfor-
mance targets rather than working time. This trend will continue, in
high-skill jobs and beyond. Thus the regulatory requirements con-
cern not only the question of working time but also performance



expectations. This is a particular challenge in Internet-based crowd
work. At the same time, however, the wide-ranging public debate on
excessive demands at work and exhaustion is part of an observable
trend towards ‘limiting the removal of limits’. The younger genera-
tion in particular (‘Generation Z’ or the ‘post-millenials’) is ‘always
on’, but nevertheless (or maybe precisely for that reason) seems to
want a clear division between work and leisure time (SCHOLZ 2014).

WORKING TIME POLICY MUST KEEP PACE WITH CHANGED REALITIES.
If men and women become equally involved in paid work, the pres-
sure on families’ time planning can only increase. If the problem of
making working time sufficiently flexible to meet the demands of
families is not resolved, there are likely to be negative effects on fam-
ily life, couples’ decisions on starting a family or having more chil-
dren and on workers’ health. Furthermore, it is already evident that
predominantly individualised solutions force unwanted flexibility on
others, e.g. care workers. Demand for support services rises, which in
turn leads to an increase in work outside the ‘nine to five’ norm and
on weekends. Thus the options for socially acceptable and collective
leisure time in the wider society remain to a large extent dependent
on the extent to which solutions to the changing time requirements
can be found in the workplace.

WILL GENERAL WORKING TIME REDUCTIONS MAKE A COMEBACK?
After generalised linear reductions in working time stalled, the vari-
ous scenarios for digital change and its potential for rationalisation
have ratcheted up the debate on working time. For many people,
technical change has awakened hopes of a new age of ‘temporal afflu-
ence’. The notion of a solidaristic redistribution of the volume of
work in order to prevent job losses is gaining increasing acceptance.
At the same time, the current working time norm is coming under
pressure because of women’s increasing participation in the labour
market. How can full-time work be defined and organised in such a
way that it recognises family and care work as socially necessary
work? Many of the debates and proposals on how to reconcile paid
work and care work, how to slow down the so-called ‘rush hour of
life’ (i.e. the phase in which most of life’s major tasks are concentrat-
ed) and how to change the family division of labour are aimed at
safeguarding livelihoods and opportunities for participation (e.g. in
training) for those working less than full-time.
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WHERE
CAN WE BEGIN?

The debate on working time policy touches on the central question
of the weighting of interests or preferences. How can flexibility serve the
needs of business and the economy while at the same time being or-
ganised in a socially acceptable way that affords workers time sover-
eignty? In view of the pressing problems that arise when it comes to
reconciling paid work and care work and the health risks for em-
ployees, which generate massive costs for a society based on the prin-
ciple of mutual solidarity, it is essential that a balance be struck be-
tween conflicting interests. An ageing society, the rise in women’s
labour market participation and, not least, the increased demand for
training make the time question one of the key issues in managing
digital change.

PLURALITY IS
THE NEW NORMALITY

In the wake of women’s increasing involvement in the labour market
but above all because of the current diversity of employment forms,
the distinction between ‘standard working time’ and ‘flexible’ or ‘atyp-
ical’ working time is becoming increasingly obsolete (— PARTICI-
PATING IN THE WORLD OF WORK]). Women are very much in demand
in the labour market and need flexible working time models in order
to be able to balance paid work and family responsibilities; men too
no longer adhere to the rigid norm of full-time employment through-
out the whole of their working lives. However, despite the obvious
diversity of forms of working time, the old mechanisms of a ‘ficti-
tious’ normality continue to exert an influence. Anybody who reduc-
es their working time, whether occasionally, in the interests of flexi-




bility or permanently, in order to devote more time to their families,
to take care of relatives, to do voluntary work or to retrain, to take an
enforced break because of work overload or simply to enjoy more
free time, indulge in a hobby or have a less hectic daily routine, aban-
dons the old norm and as a result, and despite all the improvements
of recent years, still has to deal with the negative consequences.

— > FO0O0D FOR THOUGHT SURVEYING WORKING
TIME PREFERENCES IN THE WORKPLACE

Numerous representative surveys and industry-level evaluations con-
firm how diverse working time realities and preferences are. These
insights into the motives and needs of those seeking flexible working
times are helpful at company level so that employees’ needs for flexi-
bility can be considered. However, they tell us nothing about employ-
ees’ actual preferences or, where relevant, their ‘time crises’. Conse-
quently, companies should be required every few years to conduct a
survey of working time preferences.

The data obtained this way can be used as the basis for devising
new flexibility models, whether for the company as whole, for indi-
vidual departments or for specific groups of employees. This will
benefit not only employees but employers as well. By having at their
disposal information on the changes required in their processes and
rules, they will be able, firstly, to avoid the adverse side effects of time
stress, such as demotivation, illness and high turnover, and, secondly,
to make their processes more efficient and deploy their workforce
more effectively.
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— > F00D FOR THOUGHT USE WORKING TIME
AS AN INSTRUMENT TO SHAPE THE FUTURE

The purpose of working time policy is not simply to react to existing
need and to balance out conflicting preferences for availability and
leisure time. Rather, the organisation of working time must be seen as
an opportunity for changing the world of work and its time arrange-
ments (and hence society as a whole) in such a way that future chal-
lenges can also be managed.

Flexible working times are the answer to the ‘care crisis’ and ‘ex-
haustion as a national disease’ — as well as to the campaign that is re-
quired to increase participation in continuing training. The German
social partnership is internationally recognised for its record of devis-
ing innovative working time models. If flexible working time arrange-
ments are made more widely available, then it is highly likely that
employees’ preferences will also change.

This has already been demonstrated in the case of childcare, where
an expansion of provision led to an increased demand for employ-
ment. Even working time reductions introduced by companies in or-
der to protect jobs have triggered new time preferences. Many em-
ployees whose working times were reduced for economic reasons
(e.g. at Volkswagen or the automotive component supplier Bosch in
Stuttgart) subsequently preferred to stay on the shorter hours because
they had found new priorities in their lives.



— > FO00D FORTHOUGHT PROVIDE BETTER
INFORMATION ABOUT WORKING TIME OPTIONS

Whether or not employees take advantage of the various working
time options open to them is very closely linked to whether they ac-
tually know anything about them and whether they view them as
‘legitimate’, regardless of any legal entitlement.

It can be concluded from research findings that many workers are
not well informed about the various options for leave or other sup-
port measures; information on care leave seems to be particularly
lacking. At the same time there is evidence that working time prefer-
ences are frequently put on the back burner when there are staff
shortages. It can be supposed, therefore, that new statutory instru-
ments, e.g. aimed improving work-life balance, will not be effective at
company level unless they are made known and promoted. It would
seem necessary, therefore, to review the arrangements for disseminat-
ing information. Human resources departments and works councils
have an important role to play as information multipliers.
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NEGOTIATING
ON EQUAL TERMS

However diverse employees’ working time realities and preferences
may be, criteria for the negotiation of working time can nevertheless
be specified. The extent of participation and autonomy is fundamental.
To date, however, they have been granted on a limited basis only.
According to the German Trade Union Confederation (DGB) and its
Good Work Index, almost two thirds of employees may take a day off
on short notice, but 41 per cent have virtually no voice in decisions on
the scheduling and duration of their working time. Eurofound’s com-
pany survey also shows that only 32 per cent of companies offer the
majority of their employees the possibility of adapting their start and
finish times to their needs. Fourteen per cent can decide on the spur
of the moment to work at home. According to the DGB, it is not un-
usual for employers to alter work schedules on short notice: one in
every six employees states that their working times are changed fre-
quently or very frequently this way by their employer. More than two
thirds of these changes take place on the day before or even on the
same day.

— > F00D FOR THOUGHT LAY DOWN
RULES OF PROCEDURE

The need to have time for care work, rest and recovery and training is
a concern for individual employees as well as for companies and
society as a whole. A way must therefore be found to strike a better
balance between employers’ expectations of availability and employ-
ees’ desire for time sovereignty, thereby ensuring that employees’
health is protected better.

The Commission regards the current regulatory framework, with
its gradation of legislation, collective bargaining agreements and
agreements on the company, as successful. At the same time, however,
it also considers it necessary to open up the opportunity to exercise
time sovereignty throughout the working population. Time sovereignty
must also be made possible — with a good chance of being imple-



mented — in those sectors of the economy where there is no coverage

by collective agreement and no staff or works councils; it must no
longer depend on the whim of a supervisor, on the size of a company
or on a company’s culture.

The Commission proposes, therefore, that rules of procedure and
hence a collective framework for individual negotiations on equal terms
should be established. In order that employees have options for par-
ticipation regardless of their labour market position and status with-
in the company, ‘handholds’ to support and guide them should be
built in along the chain of formal rights:

~——— An entitlement to discuss working time, place of work and work
schedule could be incorporated into the Part-Time and Temporary Em-
ployment Act, together with an obligation on employers to justify any
refusal of an employee’s wishes. There is no intention in making this
proposal to ignore operational requirements; rather the participation
processes and conflict resolution mechanisms should be designed in such
a way that individual employees are given real options to fulfil their
interests, which are socially desirable as well. The Works Constitution
Act, which since 1981 has placed the reconcilability of family life and
paid work within the remit of works councils, could be amended to
include a right of codetermination in the matter. Works councils
could then effectively mediate the time preferences of employers and
individual employees.

~——— Collective agreements and agreements on the company level could
adopt this basic philosophy and lay down procedures for planning
and or negotiating working time, using the legal framework to arrive
at industry- and company-specific provisions.
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Many works councils find themselves in a difficult situation. They
cannot ignore violations of statutory and/or agreed limits on work-
ing time and are obliged to draw attention to health risks; however,
they do not want to be pushed into acting as the ‘working time
police’. They respect employees’ personal responsibility, but their role
obliges them to address concerns not only about the risks of exces-
sively long working hours but also about the power asymmetries that
characterise working time negotiations. Regulations that employees
identify with, decided on through participative processes, also in-
crease acceptance of the works councils’ role in working time issues.
Companies also benefit if the workforce is deployed in a sustainable
fashion, since the costs associated with labour turnover and sickness
are reduced and skilled workers are more easily retained.

Nevertheless, learning processes are still necessary on several levels.
Works councils and human resources managers must first accustom
themselves to the diversity of employees” working time preferences
and then recognise that a one-size-fits-all working time norm is in-
creasingly being called into question. A balance between the various
working time preferences within a team can be successfully struck,
but only if team members have received the necessary training and/
or appropriate support from management. In small and medium-
sized enterprises in particular, it will be necessary to provide specialist
advice on the introduction and successful implementation of such
negotiating processes.

Also of crucial importance are the rules on maintaining staffing levels
when employees take time out or working time is reduced, so that
adverse side effects such as work intensification and work overload
for co-workers, as well as conflicts within work teams, can be avoided
(— WORK ORGANISATION).




———— POINT OF CONTROVERSY COMPENSATE
FOR LACK OF TIME SOVEREIGNTY

However much the proposal for rules of procedure is motivated by a
desire to create a regulatory framework for flexibility that works in
the interests of employees, it is foreseeable that in certain areas there
are fewer possible options for working time sovereignty, particularly
for those who regularly work shifts and are employed in organisa-
tions that operate 24/7.

Consequently, efforts should be made to find ways in which em-
ployers might compensate employees whose jobs offer little if any
scope for flexibility with regard to the place of work and the schedul-
ing of working time. Such compensation can be justified, firstly by
the negative health implications of shift work, for example, and
secondly from the point of view of fairness.

Some companies have already introduced collectively agreed
measures that offer pointers as to how such compensation might be
organised. Deutsche Telekom’s customer service division, for exam-
ple, offers employees who work weekends and other non-standard
times compensation in the form of a working time reduction in the
following month. Extra time off would also be a conceivable form of
compensation in situations in which control over working time is
not or cannot be granted. While large companies are more easily able
to manage such compensation, this is not necessarily the case in small
companies, particularly in sectors in which flexible working times are
not possible for the majority of the workforce.

Consequently, the possibility of government support, e.g. by (par-
tially) offsetting the additional costs of model working time arrange-
ments in SMEs, should be considered (even though this suggestion
was a controversial one within the Commission).
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— > F0O0D FOR THOUGHT RESTRICT
THE SPREAD OF WORK ON DEMAND

The diametrical opposite of time sovereignty is capacity-oriented var-
iable working time. This work ‘on demand’ prioritises operational
requirements in a completely unacceptable way. Nevertheless, accord-
ing to the IAB, 13 per cent of companies with more than ten employ-
ees use this form of flexibility, which is permitted by the Part-Time
and Temporary Employment Act. The (technically) self-employed ser-
vice providers who receive work via online platforms (e.g. courier
services) also work on this principle.

People engaged in this form of work are usually poorly paid be-
cause the time between jobs is not remunerated, in contrast to being
on-call or stand-by. They also have to accept considerable restrictions
on planning their lives and organizing their free time. Is true that
there is a statutory period of prior notice (four days), but in practice
this is more or less ignored. Such a one-sided arrangement, deter-
mined solely by the employer, is regarded as contra bonos mores in
Austria. In Switzerland, the law at least stipulates that stand-by time
must be remunerated. Thus § 12 of the Part-Time and Temporary Em-
ployment Act, which permits work on demand, could simply be
struck out, which would leave the risk for fluctuations in workload
squarely with the employer. Another option would be to follow the
Swiss example and ensure that stand-by time was remunerated.

It is also important to continue to reject zero-hours contracts, as
used in the UK for example. Workers on these contracts are paid only
for the hours actually worked and the employer is not obliged to
provide any minimum working hours.



WORKING TIME
LIMITED

Germany is regarded as the eurozone’s overtime ‘champion’. If full-
time employees constantly exceed their contractual working hours,
this is not only damaging to their health but can also give rise to costs
due to illness, workplace accidents and early retirement. Overtime is
also a factor in the reconcilability of paid work and care work, since
anyone who is constantly working overtime is hardly in a position to
take on any care work or to support family members and/or partners
who do so.

In the debate on restricting overtime, it is argued time and time
again that these extra hours are worked by employees for whom no
substitutes are available. In fact, however, research has shown that it is
absolutely not just skilled workers in short supply who do overtime.
Overtime is worked across a whole range of sectors by employees of
different statuses and skill levels. In a survey conducted by the Federal
Institute for Occupational Safety and Health, 18 per cent of respond-
ents gave enjoyment of their work as a reason for working overtime,
while 6 per cent declared that they worked the extra hours for private
reasons (e.g. to earn extra money). The rest of the respondents (76 per
cent) cited operational requirements (BAUA 2016).
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— > FO00D FORTHOUGHT RETURN
TO AGREED WORKING TIMES

In order better to protect employees’ health and to permanently
strengthen employability, the motto must be: “The contractual work-
ing time is the actual working time’. There should be incentives to
avoid excessively long working times and additional hours. For health
reasons, all hours worked in excess of the contractually agreed limit
should be compensated for as quickly as possible with time off in
lieu. Those shaping working time policy are called on to put this
principle into operation and bring actual working times closer to the
contractually agreed limits again. Works councils need a lever in or-
der to be able to call for increased staffing levels if the agreed working
time is exceeded regularly (— WORK ORGANISATION). Transparency in
planning and organising working time at company level and dialogue
about appropriate working times are important basic principles for this.

———— POINT OF CONTROVERSY MORE
RIGOROUS RECORDING OF WORKING TIME?

How are the agreed working times to be successfully adhered to if
employers refuse responsibility or delegate it to employees — and
when it is often employees themselves who, for whatever reasons, fail
to record the hours they work?

The Commission vigorously debated proposing a statutory obliga-
tion to record working times. Supporters see this as a possible way to
limit the creeping devaluation of work. Furthermore, the technical
means of recording working time are better than they have ever been
in the past and in no way amount to the bureaucratisation of work
(and hence to a further demand on employees). Technological change
has produced sophisticated instruments (e.g. apps) that can effort-
lessly record the hours actually worked, making them visible to com-
panies and to employees themselves. Naturally, data protection and



codetermination rights will have to be respected in the process. Data
deletion routines could be of assistance here; standardised digital

systems for use across entire industries, developed with input from
the parties to collective bargaining, should also be promoted.

On the other side of the argument, there were doubts that record-
ing working times in the digital age was in the employees’ interest.
There were said to be particularly strong objections among highly
skilled employees to any obligation to document working times.
Moreover, recording working times was not the right way to address
the entirely justified concern to stop working time from getting out of
hand. What was needed instead was a good working time culture in
the workplace and realistic staffing levels (— WORK ORGANISATION).

As a result of digital change, the question of the number of hours
worked has become more topical than ever. If more people are no
longer employed by just one company but are working for several
clients, then this puts a completely different slant on the whole issue
of working time. Although, according to FucHs et al. (2016), only
8 per cent of workers held multiple jobs in 2016 (with a high degree
of underreporting), their employment situation and workloads can-
not be ignored, since the costs that arise are borne by society as a
whole if the consequences are illness, incapacity for work or the aban-
donment of any plans to start or expand a family.

Technological progress has made mobile working possible in new
ways. Workers now have the option of working from home or in
completely different places (mobile teleworking). Working from
home and other forms of digitally mediated mobile working offer
workers — particularly the growing number with long commutes —
the possibility of avoiding travel time, thereby contributing to a bet-
ter work-life balance. Working from home can also mean fewer dis-
turbances than in open-plan offices, for example.

According to the German Institute for Economic Research (DIW),
8 per cent of dependent employees currently mainly or occasionally
work from home. Because of their job profiles, 58 per cent of employees
are excluded from mobile working. Although 61 per cent of employees

[
n
©

WORKING TIME

TIME SOVEREIGNTY IS THE SOLUTION




who currently do not work from home do not aspire to do so in the
future either, one third would like to, at least occasionally. Despite the
ongoing debate on mobile working, the share of people working from
home has not risen since 2013. Only one third of companies currently
offer employees the option of working from home (p1w 2016).

However, according to a report on ‘Mobile working/Working
without limits’ published by the Federal Ministry for Employment
and Social Affairs, employers’ expectations of their employees’ availability
have increased (Bmas 2015). Only in 16 per cent of cases is working
from home actually contractually regulated. The consequence is that
56 per cent of employees who work from home without such regula-
tion work outside the standard agreed working time. Seventy-three
per cent receive no compensation for overtime. Employees working
from home put in 43.5 hours per week on average, which is longer
than provided for in their contracts.

Mobile working enables employees to save time and gain some
freedom, but it also has its dark side. Desk sharing models, which are
linked to working from home and are intended, for example, to save
office costs (rent, energy, cleaning) and for that reason do not provide
sufficient work space at the company’s premises, may have a negative
impact on work quality. Not only can an artificial shortage of office
work stations lead to people playing a sort of ‘musical chairs’ around
the building or feeling ‘homeless’ at work but deliberate underequip-
ping of this sort can also trigger feelings of permanent insecurity
about one’s job.



—> F00D FOR THOUGHT MAKE
MOBILE WORKING POSSIBLE

Experiences to date show there is a need to formalise digital mobile
working so that its advantages can be realised and the risks mini-
mised.

——— Since mobile working requires a high-trust culture and respon-
sible behaviour on the part of managers and employees, the Commis-
sion recommends that guidelines should be laid down for the organi-
sation of home working (alternating teleworking: working both
from home and at the office) and mobile teleworking.

~——— The Commission also recommends that a (conditional) legal
entitlement to mobile working should be introduced. In principle, all
employees should have the right to mobile working, whether from
home or elsewhere. It should be incumbent on the employer to justify a
refusal. Furthermore, the right for individuals to determine the sched-
uling of their own working time should be strengthened.

——— Nobody should be forced to work from home. If mobile work-
ing is not required for operational reasons, it should be voluntary. It is
important that employees should not be putting themselves at a dis-
advantage if they do not want the option of working from home.

~——— Working from home requires not only a culture of trust but also
information management. The integration of colleagues working from
home will be an increasingly important part of management’s remit
in the future. Expectation management is also important. Clear rules
are required to determine when home workers may be contacted.

~———— The time spent on mobile working must be time on the clock.

——— Mobile working raises questions of data protection. There must be
guarantees that mobile workers will not be subjected to surveillance.
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SUPPORT TIME
FOR CARE WORK

At least since the Federal Statistical Office’s time budget survey con-
firmed the economic importance of care work, its social significance
and economic value have been highlighted far and wide. For a long
time, it was possible to remunerate this work only indirectly, via the
traditional family division of labour and single breadwinner wages.
This option, however, has been increasingly weakened. Changing
gender roles, the changes in spousal maintenance following divorce
and the evolution of earnings have eaten away at the foundations of
this model. Consequently, the policy for some years has been to pro-
fessionalise care work, to expand the infrastructure and increase the
opportunities for employees with care responsibilities to take leave.

The race to make up for lost time in putting in place an emancipatory
family policy has been successful to the extent that there are now a
number of instruments that can be used to support workers in their
responsibilities. The main ones are the parental allowance (Elterngeld)
and its extension, the so-called ElterngeldPlus or ‘partnership bonus’
(intended to make it easier for mothers and fathers to combine child-
care and part-time work), care leave and the recent proposal for fami-
ly leave, in which couples would be given incentives for both partners
to reduce their working time, with partial wage compensation.

However, evaluations show that not all these instruments have yet
taken full effect or that not all are fulfilling the needs they seek to
address (JURGENS/FEHR 2016). For example, when a need for elder
care arises, employees tend to use their holiday entitlements instead
of claiming the statutory leave. The issue seems to be taboo, especially
in small and medium-sized enterprises (REUYSS etal. 2014). It is still
less common for men to take on elder care work. According to re-
ports from the health insurers, around two thirds of privately provid-
ed elder care work is done by women.



— > F00D FOR THOUGHT A FLEXIBLE
TIME BUDGET FOR ELDER CARE

The introduction of the care allowance (for those caring for relatives
full time) and of family care leave has created options for combining
paid work and elder care responsibilities. Nevertheless, take-up re-
mains limited, with men in particular reluctant to make use of these
instruments.

This is due, firstly, to the inadequate level of wage replacement and,
secondly, to the fact that care leave is still too inflexible. Caregivers do
not usually need a fixed reduction in their working time but rather a
number of hours off they can take as and when they need them. As
many evaluations now stress, leave granted within the framework of
a time budget would better meet the needs of both caregivers and
those they care for. Thus a budget of 1,000 hours, for example, could
be established and then drawn down as required over a longer period
of time. Procedures must be put in place that give caregivers as much
flexibility as possible but also give employers a certain degree of plan-
ning certainty. The introduction of a care leave budget that could be
drawn down as required would have the advantage for both employ-
ers and employees of making working time reductions (and hence
reductions in income as well) or complete withdrawal from the la-
bour market unnecessary.

Despite the various instruments that exist to help workers strike a
better balance between paid work and care responsibilities, the reali-
ty on the ground is sobering. Many workers unwillingly quit their
jobs or have to reduce their hours considerably in order to care for
family members (REICHERT 2013). This has serious consequences for
their ability to secure their livelihoods and for the development of
the German labour force to its full potential. Poverty in old age and a
shortage of skilled workers are the adverse side effects that are already
making themselves felt.

While demands for improvements to the infrastructure, additional
family policy instruments and flexible working times are common-
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place, it is less acknowledged that income also represents a significant
hurdle. Under the current circumstances, many couples have no
choice but to adopt the traditional division of labour. Men’s incomes
are on average higher than women’s. Thus narrowing the gender pay
gap is a fundamental precondition for care leave and a more equitable
distribution of it (= INCOME).

— > FO0O0D FORTHOUGHT A WAGE
REPLACEMENT BENEFIT FOR CARE WORK

To be able to do care work, many employees need to see a reduction in
their working time. However, for many people in the lower income
brackets, a reduction in working time is a severe economic blow. For
financial reasons, many couples have no alternative to the traditional
family division of labour or even two full-time jobs. The Commission
considers such a situation to be behind the times. It is neither consist-
ent with the notion of participation nor does it constitute a move
towards greater gender equality. Consequently, a drive to implement
pay equity is essential (— INCOME]). At the same time, however, it is
incumbent upon society to support temporary working time reduc-
tions for those with care responsibilities, both financially and in
terms of working time arrangements. The social partners cannot re-
solve this issue on their own.

The Commission proposes, therefore, that workers should be grant-
ed periods of reduced working time in order to provide care and that
they should be paid a wage replacement benefit (higher in percentage
terms for those with low pay). It is a matter for discussion whether
there should a similar benefit for higher earners as well, albeit one
that is lower in percentage terms. One argument in favour is that it is
important that people with managerial responsibilities, who can act
as role models, should also reduce their working time in order to do
care work. Experience with the parental allowance has shown that
financial incentives are required for this. If men also reduce their
working time and assume responsibility for care work, women will
be freed of the burden of family work and will be able to enter the
labour market. However, above a certain income level, working time



could easily be reduced without financial compensation. Society as a
whole will have to come to an agreement on this issue.

It should be noted that, in certain wage brackets, a benefit that re-
places a certain percentage of the previous wage (e.g. 68 per cent as
with the parental allowance) would not be sufficient to live on. For
these groups, a higher wage replacement benefit will be necessary, so
that family-friendly working time models do not remain the preserve

of higher earners. The same applies to single parents: the case for
higher benefits should be examined for them as well.

TIME, FOR
ITS OWN SAKE

The debate on working time usually focuses on the care of children
and other family members, but increasingly also on retraining. Little
consideration is given to the idea that, over the course of a long work-
ing life, it must also be possible simply to stop working just in order
to take a fairly long break — without any specific purpose or justifica-
tion. Granting a period of time out would also benefit employers. It
would be more than just a way of expressing appreciation for employ-
ees and the efforts they have put in. Employees would have new ex-
periences and return to work refreshed and with renewed motivation.
And not least, periods of time out may also be a kind of preventive
health measure.
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—> F00D FOR THOUGHT A RIGHT
TO TIME OUT FOR NO SPECIFIC REASON

The Commission recommends that workers should be granted an en-
titlement to periods of time out without any specific justification, during
which their employment relationship and social insurance entitle-
ments would remain in place.

The reference point here could be the notion of sabbatical, which is
available to employees in the public services provided there are no
countervailing operational reasons. Employment relationships remain
in place during the period of leave. If the sabbatical is taken on the
basis of a working time model (e.g. a long-term credit account), then
employees basically retain their social insurance cover. In the private
sector, such periods of time out are not yet an established element of
employees’ entitlements. But there are models that can be built on. At
the aircraft manufacturer Airbus, a company-wide agreement entitled
‘Care for Life’ allows employees to take up to one year’s leave, with
special financial arrangements to support the sabbatical. And a num-
ber of pioneering collective bargaining agreements already provide
for periods of time out lasting between three and nine months once
an initial ‘saving up’ phase is complete (cf. the collective agreement
in the German chemical industry).

Here too, the lowest income groups merit special attention. If such
periods of leave are not to remain the preserve of higher earners, con-
sideration should be given to introducing longer ‘saving up’ periods
or even wage replacement benefits for these groups. In the case of
occupations in which it is demonstrably almost impossible to work
until retirement age because of the particular strains, wage replace-
ment benefits could well be justified.



CONVERT PROGRESS
INTO TIME OFF

Although proposals for working time reductions usually meet with ap-
proval from all concerned as well as from policy makers when the aim is
to safeguard jobs, there is a complete reversal when what is proposed is a
linear reduction in working time for all. While some point to the already
widespread shortage of skilled workers induced by demographic change,
others simply do not see room for a reduction with full wage compensa-
tion. At the same time, however, one of the consequences of the digital
transformation is forecast to be enormous productivity increases, even
though those forecasts are not yet reflected in economic analyses (HORN
etal. 2017) (— FRAMEWORK FOR CHANGE]).

The debate on a collective working time reduction has stalled not least
because workers themselves have been reluctant to campaign for such a
reduction. Instead, the focus has been on the organisation of working time,
i.e. flexibility both day to day and over the course of the working life, from
which many workers hope to gain more advantage — particularly since
working time reductions often also mean work intensification. However,
if care work, retraining and the rest and recovery that is essential in an ever
more intense and fast-moving world of work are becoming necessary for
everyone — men and women, young and old alike —, should technological
progress not also open up room for more free time?
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———— POINT OF CONTROVERSY SHOULD WE
VENTURE A STEP TOWARDS A LINEAR REDUCTION
IN WORKING TIME?

The question of a general reduction in working time in the future was
vigorously debated by the Commission. Those opposed to the idea
regard such a collective reduction as out of step with the times be-
cause working time preferences today are so diverse. Flexible schedul-
ing and distribution of working time and greater time sovereignty
are more urgent issues, they argued. Supporters, on the other hand,
regard a collective working time reduction as a positive contribution
to the quality of life. However important working time flexibility
may be, time sovereignty always refers to the volume of paid work as
well, it is argued. Consequently, a reduction in working time would
also provide a reference point for enforcing a limit on working time
and for accommodating workers’ interests outside of work. A reduc-
tion in the standard working week is necessary, supporters argue, not
only in view of the distribution of care work but also because of the
potential for automation that digitalisation entails.

At its 2015 national congress, the service workers’ trade union ver.di
adopted ‘short full-time work with full wage compensation and
maintenance of staffing levels’ as its guiding principle. That objective
certainly cannot be achieved without some tough negotiations, but
the goal of reduced working time is also seen as a ‘positive utopia’ to
which it is possible to draw ever nearer in a series of ‘achievable inter-
im stages’. One such interim stage could be the 35-hour week for all
full-time employees, which has already been introduced in some sec-
tors. A linear working time reduction does not have to be conceived
as a rigid cut. As Volkswagen demonstrated as far back as 1994, collec-
tive agreements can provide for ‘breathing’ working time models in
which the hours worked can fluctuate within certain limits and are
managed by means of working time accounts. However, no proposal
will meet with acceptance unless the plans for maintaining staffing
levels are clarified, so that the cut in working time is not accompanied
by further work intensification.



———— POINT OF CONTROVERSY WORKING
TIME REDUCTION WITH WAGE COMPENSATION IN
THE INTEREST OF MAINTAINING GOOD HEALTH

It is obvious that in some occupations very few people manage to
work until they reach retirement age. It was proposed in the Commis-
sion that a working time reduction for particularly onerous occupations
should be introduced. In this regard, it is worth casting a glance to-
wards Sweden. A pilot project in Gothenburg recently attracted a
good deal of media attention in connection with working time re-
ductions. At the Svartedalens retirement home, nurses and other care
staff worked only six hours a day for two years on full pay. It was
hoped that the additional labour costs would be offset by an improve-
ment in employees’ job and life satisfaction, better quality of work,
improvements in health, reduced number of sick days and productiv-
ity gains. The initial results of the evaluation certainly seem to con-
firm these hopes. Thus, among other things, sickness levels fell and
employees reported an improvement in work-life balance.

Other similar projects in Gothenburg show that a model of this
kind makes it easier for employers to attract and retain good staff
(Toyota plant) and that productivity can increase. At the Sahlgrenska
teaching hospital, the number of operations carried has risen while at
the same time waiting times have fallen.

The pilot project at the Svartedalens retirement home is controver-
sial among the Swedish trade unions because they were not involved
in its design and no collective bargaining agreement was concluded
that would have made the experiment permanent. The Commission
is open-minded about comparable models provided the trade unions
are involved.
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WHERE
DO WE STAND?

Work organisation and job content have moved into the spotlight. It
is from the motivation and creativity of their employees that compa-
nies draw the very potential that is becoming more and more impor-
tant for innovative processes and high labour productivity in the age of
digitalisation. Employees in turn are demanding to be recognised as
‘citizens in the workplace’ (MUCKENBERGER 2015) and for their per-
sonal development needs to be taken into account.

PRODUCTIVITY IS DEMANDING. A country’s economic success depends
largely on the capabilities and creativity of its working population.
Germany is known internationally for its high labour productivity,
which in recent decades has gone hand in hand with a marked inten-

1 In 2015, each working
person worked 1372 hours

on average, 0.5 per cent

more than in the previous
year. In the same year, labour
productivity in the German
economy rose by 0.9 per
cent. This equates to a 0.5 per
cent increase in labour pro-
ductivity per hour worked
(STATISTISCHES BUNDESAMT
20162).

2 Back pain dominates the
list of afflictions: 64 per cent
of all working women and

40 per cent of all men complain

of pain in their backs/necks,
usually caused by poor posture
(BAUA 2015).

sification and acceleration of work processes.! In their
positive evaluation of Germany’s labour productivity
or the flexibility of its companies” work systems, the
players in labour policy are often closer to each other
than is commonly assumed. From the point of view of
labour research, however, the efficiency of Germany’s
workers, as reflected in their high level of productivi-
ty, is dependent on certain conditions, principally the
motivation, skills and good health of the working popula-
tion, which can be guaranteed only if the work is
properly adapted to the people who carry it out.
WORK CAN POTENTIALLY WEAR PEOPLE OUT. Physical
afflictions have been studied extensively. While it is
true that many of the risks associated with hazardous
substances or unfavourable working conditions have
been reduced, others have increased.? The shift towards
a world of work based on the processing of informa-
tion and data brings with it not fewer but different
forms of stress and strain.



Particular attention has been paid since the beginning of the new
millennium to sick days because of mental exhaustion. The costs in
terms of lost work time and rehabilitation for 2011 were put at 16 bil-
lion euros by one of Germany’s health insurance companies. The Fed-
eral Institute for Occupational Safety and Health assumes that the
costs for 2030 will be twice as high. Since the beginning of the debate,
there have been repeated expressions of scepticism about whether the
causes of mental health problems really do lie in the world of work.
However, international comparative studies have established a link.
According to these studies, persistent time, performance and compet-
itive pressures, excessively low staffing levels, unachievable targets, a

lack of employee discretion and an absence of rec-
ognition in the work process® are regarded as the
primary causes of mental overload (vAN DER WEL
etal.2015; DRAGANO etal.2016).

These are further compounded by interrup-
tions and disruptions caused by the communica-
tion technologies, higher expectations of employ-
ee availability and problems with the technical
infrastructure. Uncertain employment prospects

3 A job satisfaction crisis

can occur if workers perma-

nently run themselves into
the ground without their
efforts being recognised
(positive feedback, salary).
Acute stress reactions may
result (STEGRIST 2005).

and a lack of promotion opportunities also have a negative effect. The
increase in the number of people suffering from mental health prob-
lems should not, however, blind us to the fact that the total number
of hours” work lost through physical illnesses is still significantly

greater than the losses caused by mental health
problems,* although a clear distinction between
the two is not always possible, since mental disor-
ders can have serious effects on physical health.
Mental and/or physical overload can affect any-
one. Workers have different options at their dis-
posal for obtaining satisfactory working condi-
tions for themselves. Anyone who has an exclusive
skill, or one that is in short supply, has a good
chance, regardless of age, gender or ethnic origin,
not only of obtaining a higher income but also of

4 According to the BKK
(Federal Association

of Company Health
Insurance Funds) Health
Report for 2015, the
share of mental disorders
has risen from 2 per cent
to 15 per cent over the
last 40 years (KNTEPS/
PFAFF 20I5).

being able to set their own labour standards — and many of those in
this category have the skills required for such negotiations (MARMOT
et al. 1991; HEAD et al. 2002). For this reason, researchers have high-

[N
~

WORK ORGANISATION
PEOPLE TAKE CENTRE STAGE ¢




144 LET’S TRANSFORM WORK!

lighted a social division that exists above and beyond the question of in-
come: the more senior their position within the firm and the more
highly qualified employees are, the more likely they are to work in
conditions conducive to maintaining good health, providing recogni-
tion and opening up space for employee discretion. And yet even em-
ployees in formally secure positions frequently experience their situ-
ation as stressful if they are subjected to high performance and competitive
pressures. Employee discretion can become a source of stress overload
if the resources for it are not properly allowed for.

On the other hand, in the case of the more easily replaceable un-
skilled and semi-skilled workers, several negative factors coincide,
including job insecurity, low pay, high pressure to work harder, lack
of participation and inadequate recognition. Works councils, which
could enforce compliance with standards, are few and far between in
segments of the labour market structured in this way. If left un-
changed, problematic conditions of this kind can lead to reduced per-
formance or, eventually, early retirement. In 2015, 16 per cent of those
taking their pensions did so on health grounds; one in two of these
early retirees were suffering from mental health problems (pEuTSCHE
RENTENVERSICHERUNG 2016). Paralysing effects are one possible con-
sequence: if people perceive not only the world of work but also their
entire existence as unpredictable and fragile, they usually expect little
good to happen in the future, adopt a sceptical attitude towards
change and the unknown and distance themselves from representative
bodies, politics and the state.

THE HEALTH-PROMOTING EFFECT OF WORK IS UNDERESTIMATED. Itis
only in recent years that studies pointing to the potential of work design
have attracted increasing attention, even though this is an approach
that has a rich tradition in Germany. It started with the research pro-
gramme on the ‘Humanisation of Working Life’ (1974-79) and was
further developed by its successors. It has been known for a long time
that work is more than a means of earning a livelihood and acquiring
status. Work creates identity and fosters social affiliation. Conse-
quently, people are able to find meaning in and dedicate themselves
to work that to others appears to be monotonous and meaningless.
Representative studies have revealed the considerable influence that
work content and conditions have on people’s satisfaction. The young
generation in particular links gainful employment to the goal of



selfrealisation. They want to ‘enjoy their work’®. 5 In job satisfaction surveys
Overall, for most Germans, work is part of a ful-  conducted among young people,

filling life (D1E zEIT et al. 2016). Many people hope
that technological change will free them from dis-
agreeable tasks and to open up new opportunities
for self-development at the same time. (ALBERT etal. 2015).
MAINTAINING GOOD HEALTH SHOULD NOT BE LEFT

TO CHANCE. In view of the ageing of society, not only employees but
also employers and the wider society have an interest in designing
work in such a way that stresses and strains are reduced, the ability to
work remains unimpaired and labour is used sustainably. Conse-
quently, many companies that are dependent on specific skills en-
deavour to maintain their employees’ health over the long term and
to make work attractive. The performance requirements, the bebaviour of
supervisors and managers, realistic personnel capacity planning and a
work environment that encourages creativity are regarded as the most
important factors in promoting good health.

However, these same factors are subjected only to limited review

and are only partially governed by rules. In consequence, efforts to
keep employees in good health are left to chance and tend to be de-
cided on directly between employees and their supervisors (HEIDEN/
JURGENS 2013). It is true that the framework is clearly defined by leg-
islation on health and safety at work and working time and by labour
law more generally, but many companies are not complying with the
law, or have done so only partially (AHLERS 2016).
CREATIVITY NEEDS GOOD WORKING CONDITIONS. Good health and
the ability to work, work that has meaning and work that gives pleas-
ure all influence people’s motivation and creativity — and hence their
company’s success as well (BADURA/STEINKE 2011; BRYSON et al.
2015). Most employees adapt readily to new situations and can also be
motivated under adverse circumstances. On the other hand, if people’s
capacity for work and creativity are to be safeguarded over the long
term, then certain principles have to be followed: avoidance of persist-
ent overload, realistic work planning; recognition of individuals, pro-
tection from discrimination and surveillance, access to training and
prospects of career advancement. The positive effects produced by
holistic job profiles and transparency in corporate decision-making
processes are particularly well substantiated.

it is true that ‘job security’ is
ranked in first place; however,
opportunities to bring one’s own

ideas to one’s work is ranked next
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WHAT SHOULD WE
BE PREPARING FOR?

Digitalisation raises questions about the kind of work organisation

that might ensure that companies and employees benefit equally from

the innovations. There is broad agreement that work is becoming in-
creasingly complex and that new forms of cooperation are required
and made feasible by the advent of digitalisation. Current hierarchies
are being called into question; scope for self-determination for both
individuals and groups will open up if companies want to achieve
greater flexibility and remain or become capable of innovation.

Agile organisational structures are on the increase as more and more
firms seek to gain competitive advantages from them.® Such structures

6 ‘Agile’ companies are
companies that aspire to the
highest possible level of
flexibility in order to be able
to react quickly to changes

in society, technology and
customer demand. The key
precondition for this is

the conversion of hierarchical
structures into demand-
oriented, self-organised project
and network structures
(ARMUTAT etal. 2016).

7 Taking account of diversity
and a new voice for the
‘corporate citizen’ are the key
ideas behind this approach

(SATTELBERGER etal. 2015).

are also being demanded by employees seeking greater
involvement — and who are in a position to make such
demands if their particular skills and qualifications
mean that alternative employers are not in short supply.
There is tremendous potential for employee emanci-
pation here; however, it is debatable whether what is
postulated as the ‘new understanding of leadership’
and the ‘democratic company’’ has been put into prac-
tice already. Critics bemoan the fact that only those
decision-making powers that serve to raise perfor-
mance have been relinquished and regret the absence
of a properly safeguarded right to participation. Con-
sequently, the use of the term ‘democratic’ is mislead-
ing, the critics say.

TECHNOLOGICAL DEVELOPMENT CAN RELIEVE PRES-
SURE AND ENHANCE THE STATUS OF WORK. The new
human-machine interactions and more complex task
designs are making it possible to improve the quality
of work. In the best case, technological change is mak-
ing learning an integral part of work and further vo-



cational training is becoming an important resource that can contrib-
ute to the expansion of opportunities for self-development and self-
realisation. Physically strenuous work and monotonous jobs can be
reduced. This lifting of burdens will create more scope for the ex-
change of ideas, increased opportunities for mobile working will re-
duce commuting time (MASCHKE et al. 2014). The problems typically
encountered in trying to reconcile paid work and family life can be
addressed proactively if digital technologies are used in everyday fam-
ily life to support coordination, e.g. for household-related services.
DIGITALISATION CAN ALSO MEAN PRESSURE AND STRESS. Human-
machine interactions may also replace previous human-human col-
laboration, which is likely to challenge workers’ occupational ethos,
particularly in service work. Cooperation or ‘peer learning’ may dis-
appear as a result of automation and standardisation. This in turn
may lead to a new form of psychological stress caused by technology-
induced deskilling and hence to the devaluing of skills and a nar-
rowed scope for human action (PFEIFFER 2016). Overall, work pro-
cesses will be intensified and accelerated. Performance can be more
extensively monitored, personal data can be systematically evaluated
and work tasks specified right down to the tiniest steps. In the case of
mobile working, it still has to be ascertained how occupational health
and safety regulations can be applied and how company agreements
are to ensure that health protection standards are observed when
companies are no longer a spatial but simply a functional and organ-
isational reference point. As far as crowd workers are concerned, the
debate is only just getting under way.

The lack of clarity surrounding digitalisation’s potential for ration-
alisation is creating anxiety about job losses. The more own judges his
or her skills to be replaceable, the more likely skipping rest periods
and exhaustion become, which in turn has a negative effect on health
(SIEGRIST 2015). Already today, individuals are left too much to their
own devices as they try to cope with changing work requirements
and conditions.

IT IS NOT TECHNOLOGY BUT WORK ORGANISATION THAT MATTERS
M0ST. For all the allusions to the opportunities and risks of techno-
logical progress, we have to realise that it is not the technology itself
but rather the way it is used by people that gives rise to certain effects.
Thus the decisive factors are the objectives being pursued through
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technological progress and the degree of autonomy employees are
granted in meeting those objectives. As is well known, these ques-
tions are linked to opposing interests. Furthermore, it is striking that
many of the options cannot yet be used because the digital technolo-
gies are not sufficiently widely diffused. The Internet, e-mails and
smart phones are ubiquitous, but the use of smart digital technolo-
gies in private households and the workplace is still in its infancy. In
other words: the process can still be shaped.
GERMAN PARTICULARITIES. One German particularity is the high
share of skilled workers. This makes it easier to put in place decentra-
lised forms of work organisation, in contrast, for example, to the pro-
duction systems typically found in the English-speaking countries
with their polarisation between semi-skilled and highly skilled work-
ers. Germany is confronted simultaneously by two other phenomena
that have a very direct effect on work organisation: demographic change
and the #ssue of reconciling work and family, which has not yet been
fully resolved. The ageing of the population will cause the number of
days lost to sickness to rise in the foreseeable future. Older workers
do not suffer more illness but do need longer recovery

8 According to the 2016 times before they are fit to return to work.®
report on sickness absence by

AOK, one large German health

insurance company, 45 per cent

of all days lost to sickness are

attributed to long-term illnesses,

i.e. absences lasting more than

42 days. The duration of illnesses

rises with age (BADURA et

al. 2016)



WHERE
CAN WE BEGIN?

In an economy that depends on innovation and high productivity,
the demands being made of companies’ approaches to work organi-
sation are becoming increasingly tough. Solutions must be found in
order to prepare for dynamic, globalised markets, an increasingly
complex, networked economy and changes in consumption patterns.
Technological progress is increasing the pace of work. In these cir-
cumstances, organisations and those working in them face new chal-
lenges every day. They have to devise flexible work structures but in
doing so cannot disregard creativity and the prerequisites for creative
working. Working conditions that not only avoid physical wear and
tear and mental exhaustion but also open up space for employees to
exercise discretion and to experience self-efficacy are now recognised
as prerequisites for economic success and strength in innovation. The
task now is to draw the right conclusions from this.

PLAN HUMAN RESOURCES
REALISTICALLY

Staffing levels are directly related to phenomena such as psychological
and physical overload and pressure that poses a risk to health. Re-
searchers have long criticised excessive time and performance pres-
sures, attributing them to the fact that staffing levels are often calcu-
lated too tightly. Even just a normal level of sickness often creates a
need for overtime and work intensification. If individuals or even
several employees at a time want to reduce their working time, cut
back on overtime or take time out, then conflicts are inevitable. Often
in such situations, the actual structural problem of inadequate staff-
ing levels is construed — by supervisors, in teams or even by those
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affected themselves — as a problem caused by employees. As a result,
important concerns such as work/life balance, retraining or main-
taining good health are disregarded. Thus personnel planning starts
to clash with objectives that are also beneficial to the company, such
as maintaining efficiency, high work motivation and low levels of
conflict within work teams.

Works councils regard staffing levels commensurate with the actual
volume of work required as the most pressing issue they have to deal
with (74 per cent), followed by restricting work intensity (70 per cent)
(AHLERS 2016b). At the same time, there is a major discrepancy be-
tween the importance of the issue and the role it plays in workplace
negotiations.

— > F00D FOR THOUGHT COLLECTIVE
AGREEMENTS ON STAFFING LEVELS

The calculation of staffing levels should become subject to collective
bargaining. This does not mean meticulously calculating time units
for individual processes but rather stipulating rights to (long-term) work-
force planning procedures in collective agreements. In addition, mech-
anisms should be established for how to proceed in the event of em-
ployee overload and staff shortages.

The collective bargaining agreement on ‘Occupational health and de-
mography’ concluded in April 2016 by ver.di, the German services
trade union, and the management of the Charité hospital in Berlin,
could serve as a model. This agreement was preceded by a court deci-
sion on the question of the relationship between entrepreneurial
freedom and the health of the workforce as a good to be protected. The
fact that the court came down on the side of employees’ health is, in
the Commission’s view, ground-breaking.

The collective agreement defines overload indicators, such as a de-
partment’s critical age structure, inadequate departmental, divisional
or ward management, the volume of overtime worked and the num-
ber of hazardous incident reports and complaints. In the case of nurs-
ing services and off-ward functional units, minimum standards for staff-
ing levels were specified that were linked to rules of procedure. They set



out how to proceed in the event of a divergence from the minimum

staffing levels, e.g. by deploying additional staff, reducing services or
suspending ward admissions. In order to monitor implementation of
the collective agreement, a joint management-union committee with
equal representation of both sides has been set up that receives all the
information required for evaluation, as do all employees. In order to
prevent any possible deadlocks in the health committee, an internal
mediation service chaired by an independent third party (ombuds-
person) has also been set up. A fund has been established to finance
the additional staff required.

Initial experiences show that the collective agreement has brought
greater transparency to workforce planning. The discrepancy between
the agreed standards and the status quo has become visible. It is now
easier to justify and implement the recruitment of new staff. At the
same time, however, it is becoming clear that the collective agreement
requires further development if it is to deal with acute overloads ef-
fectively. So far, according to ver.di’s initial assessment, the collective
agreement has been circumvented to some extent (NEHRLICH 2017).

MANAGE THE WORKFORCE
SUSTAINABLY

Occupational health and safety is under pressure from two sides. On
the one hand, statutory regulations and those agreed on in collective
bargaining agreements are not necessarily applied in practice. On the
other hand, many forms of work have changed so much (e.g. follow-
ing the introduction of result-oriented performance management) that
health and safety regulations often no longer have any effect.

In recent years, many commercial offerings have become available
that help individuals to not lose sight of the need to protect their
health while at the same time remaining highly productive. Self-help
books, coaching and continuing education/training can all help peo-
ple to become more attentive to their own needs (—> EDUCATION AND
TRAINING). However, if responsibility for health maintenance is left

[
o

WORK ORGANISATION

PEOPLE TAKE CENTRE STAGE

iy




entirely to the individual, success is hardly guaranteed. In the absence
of rights, entitlements and working conditions that are amenable to plan-
ning, even the best attempts at selfmanagement will come to nothing.

Thus the question of how employees can be enabled to play an
active part in protecting their own health is becoming ever more
pressing. Of at least equal importance is the question of how to moti-
vate employers to manage their employees responsibly and sustainably.
Health maintenance turns out to be a task to be shared by employers
and employees.

Instruments for health maintenance exist in both legislation and
company agreements. Risk assessments play a special role. They are reg-
ulated by law and are intended to help identify and assess risks and
document the results of occupational health and safety measures. Em-
ployers can conduct these risk assessments themselves or delegate
them, but the responsibility remains with them. To date, however,
this instrument, which is intended to ensure compliance with stand-
ards, has been used in only half of all companies. And only half of
those companies also take into account mental strains, which have
increased sharply in recent years.

Health management in the workplace is intended, as a holistic con-
cept, to ensure that employees’ health and capacity for work are
maintained. It is regarded as a key factor in achieving high productiv-
ity and developing the capacity for innovation. However, it has not
been implemented in all sectors of the economy. While workplace
health promotion has become standard for the core workforce in
medium-sized and large companies, employees outside the core work-
force are excluded, as are many workers in small and medium-sized
enterprises exposed to stiff competition that regard workplace health
management as a ‘luxury’ they cannot afford.



—> F00D FOR THOUGHT MAKE
RISK ASSESSMENTS EFFECTIVE

The purpose of risk assessments is to minimise workloads and the
resultant stresses that may be injurious to health by means of a partic-
ipatory and process-based approach. They act as a workload monitor
and workplace early warning system. In recent years, however, there
has been no progress in developing this very important instrument
further. In view of the digitalisation of the world of work, such risk
assessments are becoming ever more crucial, albeit more complex.
The Commission makes the following proposals.

~——— Strengthen monitoring and inspections: The risk assessments stip-
ulated in law have not been satisfactorily implemented. If higher im-
plementation rates are not achieved, tougher monitoring arrange-
ments should be put in place. However, this will help only if small
and medium-sized enterprises receive more support and if those that
persistently fail to fulfil their obligations are sanctioned.

~——— Specify standards and develop models: Since psychological and
physical stress can take many different forms, is dependent on the
situation and cannot be described and quantified on the basis of a
single set of guidelines, standards should be laid down for each indus-
try and/ or job. Tailored models can then be developed on the basis of
a yet to be developed ‘risk map’. By way of examples, we can point to
the industry-specific models developed in Denmark, which take account
of psycho-social stresses, or the preparatory studies carried out in Ger-
many that have sought to define work-related stress as part of the de-
bate on a proposed ‘anti-stress act’.

~——— Ensure participation: Good risk assessments stand out by virtue
of the fact that employees are directly involved. In order for this employ-
ee participation to result in lasting improvements in health outcomes,
not only do differentiated workforce surveys have to be carried out
but the results also have to be made accessible. Management and
works councils should be made aware of this and trained to moderate
the corresponding processes. Employees should also have access to
advice in the workplace in order to be able to consult experts in occu-
pational health and track down the causes of their problems.

——— Alliances inside and outside the workplace: In order to develop
risk assessments further, it would be possible to tap into the collabo-
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rative ventures already institutionalised in the area of occupational
health and safety, such as the National Occupational Safety and Health
Conference and the National Prevention Conference. Agreement
should be reached on adapting the risk assessment instrument to the
specific conditions in individual sectors and industries so as to take
account of digitalisation and the new forms of pressure and stress.

——— Expand advisory services: Many specialists in the workplace feel
themselves to be inadequately trained in identifying and preventing
psycho-social risks and cite this as the main reason for failing to take
account of mental stress in risk assessments. It is true that there are
extensive guidelines and codes of practices available from the relevant
official bodies and trade unions (the ‘Mental Health in the World of
Work’ project conducted by the New Quality of Work Initiative and
the Federal Institute for Occupational Safety and Health), but these
should be supplemented by expanding the advisory services available
to specialists in the workplace. It is also be conceivable to design a
platform that could be used to provide assistance at short notice.

——— Risk assessments with consequences: It is frequently the case that
health hazards are noted in risk assessments without any changes in
work organisation (or changes whose effectiveness is not monitored).
For employees, such risk assessments are disillusioning and reinforce
the feeling that their overload and stress are being disregarded. In or-
der for the instrument to not lose legitimacy in the eyes of employees,
risk assessments must be followed by specific measures to improve
everyday work routines. Monitoring with a review after a fixed period
of time would be helpful, for example.

——— Bonus-malus system: The Commission would also argue in favour
of introducing more incentives for employers to carry out risk assess-
ments. Further investigations should be carried out in order to ascer-
tain whether bonus payments from the health insurers or reductions
in health insurance contributions might offer a solution. The risk of
deadweight effects should be taken into account. Instead of a bonus,
a ‘malus’ (i.e. a negative bonus) would also be conceivable. One pos-
sible place to start would be sick pay. Employers have to continue
paying the salaries of employees who fall ill for six weeks; after that, it
is the health insurance fund that takes over. It would be conceivable to
extend the six-week period for firms that do not carry out risk assess-
ments.



~——— Election of health and safety representatives: One positive move
would be to give employees the opportunity to elect health and safety
representatives, as is already the case in Australia and New Zealand,
for example. In Germany, this function is usually performed by works
councils. However, if there is no works council, companies could be
requested to have their employees elect health and safety represen-
tatives, who would have to be given the appropriate rights and re-
sources. In this way, employee participation could be increased — as
could the motivation of company management or HR departments
to take the necessary measures following risk assessments. The elec-
tion of health and safety representatives could also be the mainspring
for the subsequent establishment of a works council. The question is
how companies might be nudged to allow the workforce to elect
health and safety representatives. A statutory requirement could be
examined as an option.

In the Commission’s view, there is an urgent need to clarify the ques-
tion of how employees outside the core workforce (contract workers,
platform/crowd workers) can be included in the drive for health
maintenance. A possible solution might lie in the proposed extension
of the concept of employee to groups that are not directly employed
by a company but are dependent on it (— PARTICIPATING IN THE
WORLD OF WORK]).

People regard gainful employment as more than just a means of earn-
ing their livelihood. Given the time devoted to it and its effectiveness
as a means of social integration, work is also a medium for self-reali-
sation. Workers use their occupations, their jobs and the results of
their efforts to bolster their identity. While many jobs ofter a number
of opportunities for self-realisation, others offer very few. At the same
time, people’s ambitions and needs differ. Some want to be free to
exercise discretion and take responsibility for the results of their work
as part of a self-managed process, while others prefer to work within
structures laid down by their managers and supervisors in which roles
and responsibilities are clearly defined and delimited. This diversity
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has to be tolerated to accommodate people’s different needs and ca-
pabilities and because the employment system, with its wide range of
jobs and tasks, depends on the differences in people’s expectations of
their work and preferences as to how it should be organised.

A good match of employees and their tasks ensures that employees are
neither overtaxed nor underchallenged. Well-trained managers, pro-
fessional human resources development, a framework for further
training and appropriate personnel selection all help achieve this aim.
Participation is important, too. By involving employees in planning
and shaping current and future responsibilities, companies ensure that
skills, employee needs and desired outcomes mesh with each other.

——> F00D FOR THOUGHT DO NOT
FORGET THE ACTUAL WORK TASKS

However necessary comprehensive health maintenance measures and
a focus on working conditions may be, we should not lose sight of job
content. The matching of work tasks and worker is no trivial matter —
and is the very goal of the humanisation of work. As they go about
their daily tasks, and even in adverse conditions and over the course
of a long working life, workers have to succeed in interpreting their
work as meaningful again and again, in one way or another. This abil-
ity generally goes largely unremarked in performance evaluations,
even though it is crucial to sustained effort in the workplace.

Consequently, work tasks should be varied and conducive to learn-
ing — this was indeed a basic objective of the groundbreaking Pro-
gramme on the Humanisation of the World of Work (1974-1989).
There are a number of expert reports by occupational health research-
ers that define job profiles for individual industries and occupations
that particularly meet human requirements. The digital transforma-
tion will create opportunities for improvement because the number
of monotonous and alienating jobs may well decline. At the same
time, however, new risks will emerge because algorithms and ma-
chines will also take over those parts of jobs that people find mean-
ingful, without other tasks taking their place. Thus the challenge is to
develop new task profiles jointly with workers.



Since 2004, employers have been obliged to provide a workplace re-
integration programme for all employees who within any one year
have been unfit for work for longer than a total of six weeks. This
means that the employer, with the involvement of the works council,
has to explain how the incapacity for work might possibly be over-
come and what assistance might be provided in order to prevent re-
peat occurrences so that the employee can keep his or her job. In view
of the ageing of the workforce, foreseeable shortages of skilled work-
ers and new forms of stress caused by digitalisation, this instrument
will become increasingly important. To date, it has been used mainly
to reintegrate employees following general illness, but the integra-
tion of people with permanent health problems is also becoming in-
creasingly important. Increases are also being seen in the number of
workers taking longer periods off work because of particular occupa-
tional pressures and stress and who are returning to work with the
help of workplace reintegration programmes.

Besides those affected, many actors with specific knowledge and
responsibilities are also involved in these reintegration programmes.
They include HR and line managers, occupational physicians, repre-
sentatives of the severely handicapped and immediate colleagues. The
actors in the social security system also play a role. They include mu-
tual insurance associations, health insurers, pension schemes and inte-
gration offices, which seek to improve the labour market participation
of people with severe disabilities. There are instances of exemplary
interface management in large companies. Many smaller companies,
on the other hand, clearly suffer from a lack of information and train-
ing. To date, only about 5o per cent of companies have introduced
workplace reintegration programmes (RICHTER/GELS 2017).
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— > F00D FOR THOUGHT EXPAND
REINTEGRATION PROGRAMMES

The reintegration of employees following a period of illness and the
integration of people with limited capability for work are not only
advisable in order to fill gaps in the labour supply but also because
they are consistent with the basic principle of a society in which live-
lihoods, participation and social integration are all secured through
gainful employment. This instrument should be more widely used
and small and medium-sized enterprises in particular should be ad-
vised on how to implement it.

Currently, there seem to be two areas where obstacles to successful
reintegration still exist. Firstly, doctors are hardly in a position to
assess precisely the pressures patients will face on returning to their
jobs because they lack information on the job and work situation in
question. The Commission recommends that medical specialists be
encouraged to take greater cognisance of the findings of research on the
work environment. Secondly, there is obviously still a lack of standards
and obligations relating to the reintegration process. Responsibilities
and procedures are not clearly defined but left up to companies. The
Commission regards it as necessary to develop standard procedures,
following the Dutch model for example, in which there are clear
schedules for reintegration with fixed ‘milestones’.

One unresolved question is that of companies not subject to dis-
missal protection (i.e. those with fewer than ten employees). There is
a risk that employers will simply dismiss employees who go sick or
are suffering from reduced capabilities in order to avoid having to
implement a reintegration programme. Consideration could be given
to the idea of declaring the dismissal of employees on long-term sick
leave legally void if a reintegration programme had not been com-
pleted beforehand.

A suitable infrastructure of permanent, readily accessible contact
partners for reintegration programmes would help to avoid delays in
getting activities under way. While the organisations that make up the
social security system are highly specialised in their own areas of ex-
pertise, their organising principle is frequently administrative in na-
ture rather than being concerned primarily with work and the per-
sons in need of reintegration. The Commission therefore recommends



that alliances for maintaining employability be strengthened. These
alliances will be all the more sustainable the more closely statutory
requirements, collective bargaining agreements and agreements on
the company level relate to each other.

PROTECT
WORKERS’ DATA

Against the background of the increasingly dense digital networking
of people, machines and things, many opportunities have arisen for
not only recording personal data but also using it and exploiting it as
a basis for constructing business models. Thus there are many issues
to be tackled. They range from determining the actual meaning of the
‘right to informational self-determination’, as proclaimed by the highest
German court in 1983 (BUNDESVERFASSUNGSGERICHT 1983), to the
questions of who may use what data and when personal rights are
being infringed. Performance and behaviour monitoring is made consid-
erably easier by digitalisation. Cloud technologies and internal crowd
sourcing open up new opportunities to make work comparable, assess-
able and scalable; internal and external rankings (‘digital reputation’)
increase performance and competitive pressures.
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In general terms, the new human-machine interactions give rise to
some serious data protection issues when employees’ personal data
accumulates as a by-product or is used — also to humanise working
conditions. Worker assistance systems, such as head-mounted displays



or sensor gloves, gather data from employees as well. In logistics, for
example, itineraries are optimised by GPS tracking systems. The reason
behind the use of data for analytical purposes is to increase the efficien-
¢y of planning, production and utilisation processes. There are reports on
companies that fit employees with RFID chips in order to monitor
their activities and sanction misconduct. In general terms, conflicts of
objectives are emerging between digitally assisted control, on the one
hand, and employee data protection concerns, on the other. Some
workers are already beginning to experience feelings of subjection
and helplessness. Moreover, by no means all employees are prepared
to manage their own data.

> F00D FOR THOUGHT STRENGTHEN
EMPLOYEE DATA PROTECTION

Informational self-determination, data protection and data security are
basic prerequisites for a successful digital transformation of the world
of work. If these are not guaranteed, employees will hardly accept this
change and be receptive to the new technologies. The Commission
recommends, therefore, that employee data protection should be
strengthened. Employees’ dependency in employment relationships
that are structurally unbalanced makes it necessary to put in place
specific regulations to protect employees when their personal data are
being processed. A starting point would be to transpose the European
General Data Protection Regulation into German legislation quickly, in
the form of a separate employee data protection act.

To date, works councils have had only derived rights in respect of
data protection. They stem from the existing right of codetermination
covering the introduction and use of monitoring and surveillance de-
vices, as detailed in the Works Constitution Act. If data protection
issues arise, then the works council is responsible for dealing with
them. Beyond that, it has no powers to take action on informational
self-determination or the protection of personal data. In view of the
digitalisation of work processes, however, this is fast becoming a per-
tinent issue. One fundamental problem is that, in the event of a dis-
pute, employees have to invoke their rights individually and call for



their employer to act in accordance with the law in handling their
personal data and then ensure that they actually do so. If an employer
does not fulfil legal obligations with regard deletion of personal data,
for example, then the employee’s only recourse, besides involving the
workplace data protection representative or the relevant state regula-
tory authority, is to take the case to the labour court. The Commission
recommends, therefore, that consideration be given to the introduc-
tion of an explicit right of codetermination for works councils with regard
to data protection.

DESIGNING AGILE WORK ORGANISATION
STRUCTURES TOGETHER

The digitalisation of the world of work and of business processes is
resulting in a quickening of the pace of work, procurement and sales
processes and the extensive integration of processes along the value
chain. In many areas, however, it also requires a fundamental change
in organisational structures. The buzzword is ‘agile company’. The notion
underlying this term is that companies (or at least certain depart-
ments or divisions of companies) are confronted with an accelerating
pace of change and consequently are forced to modify or completely
redesign work tasks, responsibilities and management and communi-
cations structures.

However, radical structural change brings the risk that all involved
will lose track of things when job contents are defined for ever short-
er periods, organisational charts become increasingly fluid and col-
laborative structures become more complex. The less clearly defined
the objectives and outcomes of work processes are, the more impor-
tant shared learning processes will become in the workplace, from man-
agers, supervisors and department heads to works councils and ordi-
nary employees. These shared learning processes are a prerequisite for
the much-trumpeted ‘agility’. If they are to be successful, they must
be based on trust, cooperation and participation. Organisational
change cannot be instituted top-down but must make use of employ-
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ees’ knowledge and experience. Transparency, open communications
and codetermination are crucial for organisational change — and the

basis of a democratic world of work.

——> F00D FOR THOUGHT TRANSPARENCY AND
COOPERATION IN ORGANISATIONAL CHANGE

In the Commission’s view, codetermination and ‘agile’ organisational
structures are not mutually exclusive; on the contrary, the interplay be-
tween them is a guarantee of success. If they have resources and rights,
works councils can make a very significant contribution to rebuild-
ing organisational structures. Their work can create the conditions
for ensuring that the workforce remains highly committed through-
out the process of change and can also bring the workforce’s expertise
to bear on the process.

Codetermination on work organisation issues was demanded when
the Works Constitution Act was amended in 1972, but was granted
only in certain areas (surveillance, ergonomics). The digital revolution
and the current debate on the ‘democratic company’ have given this
demand renewed significance. There is a debate to be had on what rights
of codetermination pertaining to work organisation (rights to infor-
mation, to launch initiatives or to participate in decision-making) are
appropriate in the digital age. In order to meet the need for participa-
tion, the right of codetermination must be formulated in such a way
that it does not replace the self-determination rights of employees
and groups but rather supports, channels and coordinates them.

There have already been some moves in this direction. In 2002,
when the Works Constitution Act was amended once again, a regula-
tion was introduced that offers works council the possibility of having
certain matters pertaining to work organisation managed by working
groups on their own. In practice this option is not used much and
should be given a new lease of life.

The more thoroughgoing the organisational restructuring turns
out to be, the more probable it is that the prevailing standards will
have to be transferred to the new structures. Consequently, disputes
between employers and employees or between supervisors and em-



ployees, which may also raise issues pertaining to labour law, are likely.
The acceptance and sustainability of the organisational change will
depend to a very large extent on how far both sides are able to assert
their interests in this process.

The ‘Work of the Future’ laboratory set up by Bosch is an example of
how the balancing act between (technological and organisational) dis-
ruption and social stability might be managed. The laboratory func-
tions as an internal start-up under the oversight of the works council.
Its purpose is to develop networked and ‘agile’ forms of organising
knowledge work. The laboratory is an experimental space, organised
with the participation of the social partners, with no predetermined
outcomes, conceived as a shared learning process. The Commission
suggests that such laboratories should be introduced more widely and
that the knowledge and insights gained from them should be made
available to the social partners and to companies.

MAKE GOOD LEADERSHIP
THE STANDARD

Employers tread a path between two principles: on the one hand, to
make their companies successful as measured by the criteria of busi-
ness economics (by using resources in a cost-effective way that is flex-
ibly adapted to market conditions) and, on the other, to manage their
workforce in a sustainable way that takes account of occupational
health and safety, employees” demands for selfrealisation and their
working-time preferences. These objectives can be reconciled, but
only if there is a commitment to do so when jobs are being designed.

A key role in this falls to management. It is largely management’s
understanding, behaviour and actions that determine how corporate
objectives are implemented and thus what their effects are. Middle
management is not in an easy position: sandwiched between the ob-
jectives of senior management and the interests of the workforce,
they have to deal with changes in their own and others’ expectations
of their role. At the same time, managers have acquired many new
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responsibilities, as have works councils. These new responsibilities are
a product not solely of globalised economic relations and our digital-
ised and networked working and living environments but also of de-
mographic change and the increase in employees’ mental health
problems. The new responsibilities have come on top of the existing
ones, in many cases without any relief elsewhere. It is hardly surpris-
ing that cases of burn-out and use of performance-enhancing substanc-
es are higher among management than among non-management staff
(BADURA et al. 2011).

— > F00D FOR THOUGHT INCENTIVE SYSTEMS
FOR GOOD HUMAN RESOURCE DEVELOPMENT

Only employers who recognise the importance of human resource
development in the management of structural change will be able to
maintain a lasting presence in the market. Middle management has a
key role to play in this. The Commission proposes that middle man-
agement’s role be addressed in two ways.

~——— Firstly, managerial employees must be enabled to deal with the
current challenges. For that, they require information and transpar-
ency concerning developments within the company and senior man-
agement’s objectives. However, they also need new competences.
When companies go through a period of restructuring in order to react
to change, management’s role also changes: management’s activities,
duties and responsibilities change, as does the management philoso-
phy. Consequently, human resource development cannot be confined
to the non-managerial workforce but must begin with managerial
employees themselves. They need training and coaching, as well as
spaces for reflection and exchange with colleagues (BORGGRAFE
2017). This also means that they need time.

~——— Secondly, managers should be given clear incentives to concern
themselves with the development of the workforce. Measurable criteria
for human resource development should be laid down in target agree-
ments for managerial staff. For example, managers could be obliged to
draw up an individual development plan for each employee, which
would then be checked by the human resources department.



Consideration could also be given to introducing regular assessments
of supervisors by their supervisees as well as performance evaluation
systems for managerial employees that would take account, among
other things, of the efforts made to safeguard employees’ health.
Nevertheless, care should be taken with all these proposals to ensure
that middle managers are not ground down between these additional
demands on their time and the unachievable performance targets set
by senior management.

——— POINT OF CONTROVERSY CRITERIA
FOR MEASURING ‘600D MANAGEMENT’

The question of how good management could be made ‘measurable’
was also discussed in the Commission. One starting point could be
the development of an index for ‘good management’. Existing research
on management behaviour could be used in compiling this index and
new data could also be collected. Given the rich body of knowledge
already assembled by labour researchers, there are many indications
available as to how to compile such an index. In defining the criteria,
it is important to take into account the differences between companies.
Whereas large companies can often initiate the process of developing
an overall management concept easily, this is in frequently much
more difficult in small and medium-sized enterprises for lack of the
necessary personnel resources — and in any case would only lead to
further work intensification for managerial employees.

The Commission vigorously debated the question of whether there
would have to be legal incentives and/or obligations for good man-
agement. For example, a legal obligation could be placed on super-
visory bodies to monitor ‘good management’. In this way, companies
would be forced actively to address the issue because the reporting on
it would have to be included in their annual reports, for example,
which are also published for an outside audience.
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END DISCRIMINATION,
SMOOTH THE PATH INTO
TRAINING AND WORK




WHERE
DO WE STAND?

Migration is nothing new for Germany. Germans have always emigrat-
ed to other countries. Since the beginning of the new millennium,
the trend has been upwards: in 2015, the Federal Statistical Office re-
corded almost a million people leaving the country. At the same time,
the country has always taken in people from other regions. Immigra-
tion reached its peak after the Second World War, with the arrival of
millions of people of German descent driven out of their homelands,
and then again in 1992, when around 1.5 million people fled to Ger-
many, most of them fleeing the war in the former Yugoslavia. After
the asylum rules were tightened, it was not until the war in Syria that
migration to Germany reached comparable levels.

People come to Germany from a wide diversity of regions and cul-
tures — and for very different reasons. Apart from the period when the
flight from Syria reached its peak in 2015 and 2016 (BAMF 2015, 20162),
most of those coming to Germany are not asylum seekers but eco-
nomic migrants. This is to a large extent due to the situation in the
German labour market. When the Federal Republic was in its infancy
and experiencing labour shortages, there was a drive to recruit work-
ers from the Mediterranean countries. Even today, many sectors of the
economy could hardly keep going without migrant labour. This situ-
ation will be further exacerbated as the population ages.
IMMIGRATION IS UNSETTLING GERMAN SOCIETY. More than ry mil-

lion people with an immigrant background! are

1 According to the STATISTISCHES currently living in Germany - that’s 21 per cent of
BUNDESAMT (2017a) a ‘person the population. Three quarters of the 1.5 million

(has) an immigrant background if
they themselves or at least one of
their parents has German citizenship
that was not obtained by birth’.

first-generation migrants have already been living
in Germany for more than ten years. A total of
5.6 million people have been born in Germany to
immigrant parents. Thus multiculturalism has been
shaping German society for a long time. However,



since the autumn of 2015, the number of refugees 2 According to the UN Refugee
arriving in Germany has increased massively?,con-  Agency,around 65 million people

siderably intensifying the debate on immigration
and fuelling heated exchanges between the politi-

. X and persecution.
cal parties and between colleagues in the work-

across the world have been dis-

placed because of war, expulsion

place, within families and within neighbourhoods. 3 In 2016, asylum was granted to
The war in Syria has presented Germany with 400,000 adult refugees. The number
enormous challenges.® While there was and still is s expected to be 180,000 in 2017
(BA 2017C).

much willingness to help, the general questions of
how to deal with refugees and how many the
country can absorb remain contentious. Supporters of Angela Merkel’s
stance on refugees emphasise Germany’s humanitarian responsibility
and highlight the positive impact on the labour market and the stabi-
lising effect on the pension of an influx of younger people. Critics, on
the other hand, argue that Germany society has already reached the
limits of its capacity to absorb large numbers of refugees. The ques-
tion of what degree of heterogeneity threatens a solidarity that already
appears unstable because of increasing inequality is up for debate.
The current disputes are not concerned solely with how to deal
with refugees. The underlying debate is about immigration in general
and, above all, the (desired) degree of multiculturalism. In the course
of this debate, second and third-generation immigrants have suddenly
found themselves facing increased stigmatisation and marginalisa-
tion. This is another expression of the intense debate around identity:
what does ‘being German’ mean today? This question can be answered
only through a (contentious) process of mutual accommodation.
HIGH HURDLES BLOCKING ACCESS TO TRAINING AND EMPLOYMENT.
In the dispute around the scale of immigration, references are often
made to the absorptive capacity of the labour market and to the related
issue of the new arrivals’ preparedness for the labour market. Data is
now available on this. While children usually learn German very quick-

ly as a result of attending school, thus preparing themselves well for

their future education and training, the skills of

the teenagers and adults are decidedly mixed.* 4 The IAB-BAMF-SOEP
There are currently around 150,000 jobs availa-  survey records refugees’ skills

ble in Germany for people with poor language
skills and/ or no formal qualifications.® Thus train-
ing is the key to labour market integration. In the

5 These jobs attract not only
immigrants with poor language
skills but also many Germans
without school-leaving quali-
fications (WEBER 2016).

and provides information on
skill distribution and potential
(BRUCKER et al. 2016).
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170 LET’S TRANSFORM WORK!

refugees’ countries of origin, there is nothing comparable to the Ger-
man vocational training system, so it is hardly surprising that only a
small proportion of them have certified vocational training qualifica-
tions, although they have high educational aspirations in general.
Since language is acquired through social contact, the world of work
would be an ideal place to learn; however, refugees often lack the
basic knowledge of German required to take advantage of this. As a
result, and despite a great deal of goodwill on the part of firms, access
often remains blocked. This gives rise to a vicious circle of inadequate
language skills and insufficient training that prevents integration
into the labour market.

Migration researchers are critical of the fact that many support in-
struments are designed as discrete measures rather than offering a
long-term, comprehensive support structure and providing information
on the many possible training opportunities and career paths (through
coaches, for example). In many cases, they argue, neither advisors nor
the individuals concerned consider vocational training because it
does not immediately translate into income. Many refugees are also
said to be unaware of the existence of a dual vocational training sys-
tem in Germany and of the possibilities it offers. As a consequence,
human potential is being wasted.

UNFINISHED BUSINESS. In the midst of all the heated debates about
the admission of refugees, those migrants who have been living in
Germany for a while or their second- and third-generation descend-
ants seem to have been lost to view. True, the 2005 Immigration Act
made it easier for foreign skilled workers to come to Germany. It was
the first piece of German legislation to include provisions to foster
the integration of legal immigrants. In 2006, the ‘Federal Govern-
ment’s First National Integration Plan’ was adopted, the 2012 Recog-

nition Act made it easier for migrants with vocational

8 The legislation aims to qualifications to find work matching their qualifica-
improve the assessment and tions.® Nevertheless, people with an immigrant back-

recognition of vocational
qualifications acquired abroad.

ground still tend to be considerably less well integrat-
ed into the German labour market than those without.
They are more likely to be in precarious employment
and they have not benefited from the recent improvement in the la-
bour market situation to the same extent as people without an immi-
grant background (HOHNE/SCHULZE-BUSCHOFE 20I5).



UNEQUAL OPPORTUNITIES IN THE EDUCATION SYSTEM. Germany is
still one of the countries in which the differences in educational at-

tainment between young people with an immigrant background and
their peers without one are greatest. The distance between these two
groups did not narrow significantly between 2006 and 2015. The influ-
ence of immigrant children’s socio-economic background - i.e. their
parents’ educational background and occupational status — on their
educational attainment has declined somewhat but still persists
(LOKHANDE/NIESELT 2016; AUTORENGRUPPE BILDUNGSBERICHTER-
STATTUNG 2016).

Deficient language skills and a lack of parental resources (familiar-
ity with the German school system, help with homework, money for
tutoring, sport and music lessons) are still not always counterbalanc-
ed by state support. Immigrant parents are often unable to fathom
how to apply for financial support and also lack the language skills to
do so. Discrimination at school, for example in the awarding of grades
and recommendations for transfer to secondary school, prejudice and
underestimation of the potential of children from certain backgrounds
have still not been eliminated. Consequently, the share of second-
generation immigrants aged between 18 and 35 without school-leaving
qualifications, at 4 per cent, is twice as high as in the German-born
population of the same age; similarly, the share of those with only
lower secondary school certificates is also considerably higher (23 per
cent compared with 1§ per cent) (STATISTISCHES BUNDESAMT 20174).
THE FULL POTENTIAL OF WOMEN WITH AN IMMIGRANT BACKGROUND
IS NOT BEING TAPPED. The labour market participation rate for
women with an immigrant background was 6o per cent in 2011,
13 percentage points below that for women without such a back-
ground (BAMF 201D. It is particularly low among women from non-
EU countries. The reasons include cultural factors (traditional role
models), a lack of support networks for childcare and discrimination
on part of the employers (ANTIDISKRIMINIERUNGSSTELLE DES BUNDES
2013). Many immigrant women were severely disadvantaged in their
home countries in terms of access to education, which explains why a
high share of them has few if any qualifications.

CROSS-BORDER ECONOMIC MIGRATION IS ON THE INCREASE. Eco-
nomic globalisation, the widening disparities in living standards both
within and outside the EU and the European Single Market on the
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172 LET’S TRANSFORM WORK!

free movement of labour are the factors driving another form of mi-
gration known as circular or repeat migration. This is the repeated
movement of migrant workers between home and host countries.
More than ten per cent of the foreigners from non-EU member states
living in Germany can be regarded as circular migrants (BAMF 2011).
These transnational migrants divide their lives between two coun-
tries. Transnational labour mobility mainly follows demand in the host
countries, a fact that is largely neglected by observers. In Germany, it
is mainly employers in agriculture, catering, meat processing and the
care sector that recruit people from abroad.” Most

7 The federal government recruits of this migration into the labour market takes
care workers but accords only limited  place not on an individual basis but through ‘post-

recognition to their qualifications,

so they are usually put on a lower pay
scale and (unintentionally) become
cheap competition.

ings’. Many of these migrants have significantly
higher qualifications than are required in the areas
in which they are employed; nevertheless, they are
paid more than they would be in their home
countries (WAGNER 2015). However, they are in a
worse position than their counterparts born in the host country.
Although they are paid according to the ‘location principle’, their
social security contributions and entitlements are determined by the
regulations in the posting company’s home country.



WHAT SHOULD WE
BE PREPARING FOR?

Driven by the rise of right-wing populism, governments and political
parties, as well as the social partners, will have to position themselves
more clearly and determine how they stand on migration and immi-
gration. While some stress that the argument that skilled workers are
in short supply is rather hackneyed and that in many sectors there is
no need to recruit workers from abroad, others point to demographic
change and the gap that the retirement of those born in the period of
high birth rates (1955 to 1969) will leave in the medium term.

Such disputes over the direction to be taken have stood in the way
of a proactive immigration policy that manages immigration selec-
tively, has rapid skill assessment procedures, creates legal certainty
concerning employment prospects, links institutional responsibili-
ties and involves the existing ethnic communities in the design and
implementation of projects fostering integration. In view of the small
number of (highly) qualified immigrants, approaches that include
more systematic and clearly signposted pathways to integration once
asylum has been granted seem to be gaining in importance.®
WHAT SORT OF IMMIGRATION DOES GERMANY
WANT? How should immigration be managed in 8 A more professional

the future? There is no political consensus on a  profiling procedure would
make it possible to identify

new zmmigration act that would comprehensively
refugees with excellent

regulate migration from third countries. In the

. . qualifications, who, should 173
absence of such legislation, there can be no con-1ci; aoylum claim be =
sistent and effective integration policy.® It is,how-  rejected, could then be =

<
ever, urgently needed in a country in which, by  offered other immigration &
options (HINTE et al. 2015). =

2030, 25% of the population will have an immi-
grant background.

INTEGRATION IS DECIDED IN THE WORKPLACE. oo X oo
The world of work is unanimously regarded as a s confined largely to

locus of particular significance for social cohesion.  arrangements and regula-
tions for asylum seekers

9 The Integration Act
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174 LET’S TRANSFORM WORK!

It is not just that here immigrants come into direct contact with the
local population - in contrast to the rest of the time they spend in
segregated neighbourhoods. In the 1950s to 1970s, both male and fe-
male immigrants found work mainly in manufacturing industry,
where trade unions and works councils played a large part in ensur-
ing that immigrants were employed on the same conditions as their
German-born colleagues and had opportunities to participate in rep-
resentative bodies. The situation today is different: recent immigrants
are increasingly employed in segments of the labour market charac-
terised by low pay, inadequate social standards and an absence of
works councils. Immigrants are overrepresented among the employ-
ees in these segments of the labour market.

AN EXPLOSIVE ISSUE THAT MUST BE DEFUSED. Increasingly, attitudes
towards immigration are becoming highly charged because the distri-
butional conflicts in society as a whole have intensified (— PARTICI-
PATING IN THE WORLD OF WORK). Digitalisation could further exacer-
bate this situation. Should it come to major shifts in the labour
market, attitudes towards immigration will also harden further. Tol-
erance and solidarity will be put to the test. Should the far-reaching
structural change in the economy hit the low-skill segment particu-
larly hard, as several scenarios suggest, people with an immigrant
background would be particularly affected, since jobs in this segment
are often the only ones available to them — and it would also intensify
competition for these jobs. Thus one of the major challenges of the
digital transformation will be to ensure that it does not lead to the
emergence of new divisions within society.

Consequently, the task will be to protect employment as an inte-
grating factor and also to bolster those approaches that breathe fresh
life into social solidarity. Various approaches are currently being de-
bated in the research community. The concept of ‘super-diversity’
(MEISSNER/VERTOVEC 20I5) is being seen as an answer to the in-
creased diversity within societies that have to deal with migrants
from a wide range of countries, who have come along different migra-
tory routes and have varied legal and social situations, age and gender
structures and qualifications. It is becoming increasingly important
to manage this diversity.

Furthermore, it is being emphasised how important it is to have
‘spaces of encounter’ in which intercultural exchanges can be cultivat-




ed and where people can experience firsthand that, besides differenc-
es, there are also shared values. Values are not in any case rigid: the
younger immigrants are in the future, the more likely it is that there
will be a strong convergence with the values of the host society
(BAMF 2016b).
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WHERE
CAN WE BEGIN?

The world has become ‘smaller’ not only because we are brought face
to face with images of flight and displacement via the media and are
given detailed explanations of the causes but also because those who
have been displaced are seeking asylum in our country. At the same
time, labour markets are structured on a global basis. German com-
panies are connected worldwide and sell their products in markets
across the world; business recruits labour selectively from abroad.
How a balance between openness and protection might best be
struck is a question that is crucial to maintaining social cohesion. We
have to reach agreement on the appropriate level of immigration and
successful integration.

LABOUR MARKET ACCESS
FOR REFUGEES

If refugees are to have the opportunity to earn their livelihoods inde-
pendently, placing them in employment should be the focus of our
efforts. Germany has managed to launch a range of initiatives to this
end in a relatively short time. It would be premature as well as inap-
propriate to pass judgement on these efforts here. Nevertheless, we
can identify areas where the path into the world of work could be
made smoother.



— > FO0O0D FOR THOUGHT DO NOT
IGNORE TRAUMATISATION

Refugees often have a history of suffering, experienced both before
leaving their home countries and en route to Germany. However jus-
tified and necessary every initiative to hasten their integration into
the workplace and German society in general may be, it should not
be forgotten that, unlike other migrants, those who have suffered are
not always able to show a consistent level of performance and that it
takes time for them to deal with the aftermath of their flight and displace-
ment. Their experiences of war and their subsequent escape have left
many refugees traumatised.

Consequently, integration measures are more likely to succeed
when they do not ignore this traumatisation but tackle the issue
head-on and identify ways in which it might be overcome. However,
those attempting to address refugees’ difficulties in the workplace
often reach their limits. It seems necessary, therefore, to provide infor-
mation and advice for both sides, for refugees as well as for employ-
ers. Co-workers in the workplace should also be made more aware of
refugees’ trauma.

An increasing amount of knowledge about the long-term conse-
quences of untreated traumatisation among earlier generations of
immigrants is now becoming available and it makes clear its impact
on both individuals and the economy. Shortcomings in the treatment
of trauma are already a problem that is likely to be further exacerbat-
ed by the arrival of large numbers of refugees that have been trauma-
tised by war. These shortcomings must be addressed as a matter of
urgency.
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— > F00D FOR THOUGHT PROMOTE LANGUAGE
LEARNING IN THE WORKPLACE

Many companies offer internships to refugees. These make a very val-
uable contribution to integration, but many of these placements do
not lead to a vocational training programme, since they are too short
for refugees to learn German. Thus language turns out to be a major
obstacle yet is the key to accessing jobs that pay a living wage. The
Commission recommends that a one-year language learning placement
should be introduced for people who have lodged an application for
asylum and for other immigrants with little knowledge of German.
This one-year placement should be structured in the same way as
training in the dual system, i.e. it should combine on-the-job experi-
ences with school-based learning.

One starting point would be to expand the ‘workplace integration
year’, which combines work, language acquisition and training. The
two pilot projects run by the Federal Labour Agency — ‘step by step’
and ‘Kommit’ — can be applied to all sectors. They offer a good path-
way to the German dual vocational training system. At the same time,
every effort must be made to prevent refugees being exploited as
cheap labour.

Refugees also have a particular need for help in finding their bear-
ings in the labour market. Many were unable to learn out about the
German employment system and the various ways of accessing that
system before they came to Germany. What seems to be required is a
low-threshold, comprebensive, cross-cutting advice service (on schools,
the dual system and higher education). The Commission therefore
puts forward the idea of ‘integration coaches’.



Many immigrants come with experiences and qualifications from
other education systems, with training curricula and forms of train-
ing that cannot be transferred into the German system directly, or at
best only incompletely. In particular, intermediate-level qualifications
(e.g. from vocational schools) are not comparable with qualifications
obtained in the German dual system (BRUCKNER 2013). The German
legislature responded to such difficulties by passing the Vocational
Qualifications Assessment Act, which came into force in 2012. Accord-
ing to this legislation, all immigrants are to have formal qualifications
that they obtained abroad assessed and, where appropriate, recog-
nised within a period of three months. For people with inadequate
documentation, or none at all, the law provides for an analysis of skills
and qualifications, in which competences informally acquired are also
recorded and recognised.

Initial studies on the effect of the legislation have revealed positive
results in terms of recognition but also some residual weaknesses.
Firstly, the legislation regulates only those occupations that lie within
the competence of the federal government. Thus occupations regulat-
ed on the level of the individual states (Lander), such as teaching and
many engineering occupations, are not included. Secondly, because
the German system serves as frame of reference, the process often leads
to partial recognition only and thus to a devaluing of immigrants’ ex-
perience, which might also make it necessary for them to undergo
further training (BRUSSIG et al. 2013). This in turn means that many
immigrants are still employed far below their actual level of education
and training and are often overqualified for the work allotted to
them. This results in deskilling.
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———— POINT OF CONTROVERSY BUILD BRIDGES
INTO THE GERMAN TRAINING SYSTEM

There is a need to amend the Vocational Qualifications Assessment Act
with regard to the question of adaptation and catch-up training op-
portunities for unregulated occupations. The funding opportunities
in particular are very patchy; since it is individual who need the catch-
up training, it is difficult to organize training. In the future, support
must also be provided for adaptation and compensatory measures.
This would presumably have to be dealt with not in an immigration
act but in the Recognition Act itself or in a directive.

In the Commission’s view there is a particular lack of bridges lead-
ing from the qualifications immigrants have obtained in their home
countries into the German training system. However, the question of
how such bridges should be designed and to what extent the proven
dual system of vocational training would be devalued as a result gave
rise to heated debate (— EDUCATION AND TRAINING). The Commis-
sion sees a need for a debate involving the social partners, the cham-
bers of commerce and industry and all other relevant players.

The search for paths along which refugees can be integrated into
the German training system affects some of the training system’s fun-

damental principles. However pressing it may seem to integrate refu-
gees quickly, it must also be made clear how the labour market can be
made more easily accessible for immigrants without diluting, devalu-
ing and undercutting the training system and the concept of well-
defined occupations that underpins it. The Commission considered
various arguments on this question.

One suggestion was that the concept of well-defined occupations,
characteristic of Germany and reinforced by the dual vocational
training system, should be combined with the Anglo-Saxon compe-
tence-based tradition. This would make it possible to classify the
refugees in a way that reflected their actual situation as closely as pos-
sible while also making greater use of the European Qualifications
Framework.

Critics took the view that such an approach comes with a twofold
risk. Firstly, a flood of newly recognised certificates could lead to ‘qual-
ification inflation’, effectively devaluing the achievements of those
who have acquired vocational qualifications in Germany (risk of ‘cut-



price occupations’). Secondly, The German training system, it was ar-
gued, had different objectives, the chief of which was the acquisition
of an overarching competence in a specific occupation rather than a
number of individual skills. Moreover, it was not that simple to recog-
nise qualifications, particularly when it was a question of skills with
safety implications (one had only to think of the health service or jobs
involving the handling of hazardous materials).

One compromise solution would be to make it possible for work-
ers to take training modules as part of the Federal Employment Agen-
cy’s system of continuing vocational training. Take, for example, a
skilled metal worker who has completed a course of training in his
home country that equates to two thirds of the equivalent German
training. In this case, preparatory courses for external examinations
could be offered under the umbrella of the continuing training sys-
tem. Such a scheme would simply be an extension of existing arrange-
ments, since 50,000 external examinations are already taken each year
in the German dual system.

The Commission agreed that the legislature and the trade unions
should be called on to put forward proposals for making the training
system more readily accessible for newcomers with previous experience.

RECOGNIZE DIVERSITY,
END DISCRIMINATION

A number of different approaches and plans for living together re-
spectfully and harmoniously have been debated; all of them have as
their objective the recognition of diversity and the protection and (self-)
empowerment of the individual.

As countries are becoming more interdependent, as production is
carried out across national boundaries and workforces are becoming
more heterogeneous, the notion of diversity has grown to be increas-
ingly important in the world of work. Customers, negotiating part-
ners and co-workers are to be respected and recognised, regardless of
their personal characteristics, the so-called ‘Big Eight’, namely ability,
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age, ethnicity, gender, race, religion, sexual orientation and socio-eco-
nomic status. Differences are to be regarded not as shortcomings but

as productive resources. Companies use diversity management as one
element in a motivational work culture and for image building. An-
other aim is to avoid economic disadvantages caused by prejudices or
discrimination.

The Equal Treatment Act enshrines protection against discrimina-
tion in law, thereby giving diversity management plans a legal basis.
The Act aims to ‘prevent or eliminate discrimination on the grounds
of race or ethnicity, gender, religion or world view, disability, age or
sexual identity’.

Not only direct but also indirect forms of discrimination are un-
lawful. Indirect discrimination occurs, for example, if an employer
pays all permanent employees a sales bonus but excludes those on
fixed-term contracts — and justifies so doing on the grounds that the
latter will in any case soon be leaving the company. The permanent
employees are mainly men, those on fixed-term contracts are mainly
women. Since the employer, in declaring the reason for the difference
in treatment, makes no mention of a lawful purpose for the distinc-
tion between the two groups, this can be regarded as indirect gender
pay discrimination. Thus discrimination can be sanctioned not only
in respect of individual actions but also when it arises out of rules
that produce outcomes that are not neutral. As a result, certain aspects
of structural and institutional discrimination have become politically
significant as well.

The Federal Anti-Discrimination Agency has evaluated the Anti-
Discrimination Act and concluded that measures of positive discrim-
ination (affirmative action) that aim to compensate for existing disad-
vantages are indeed permitted by the legislation but are not used
sufficiently in practice. These include, for example, targeted recruit-
ment methods and grants for disadvantaged groups, diversity train-
ing, company agreements on promoting workforce diversity and tar-
get agreements on achieving certain quotas. Thus, as recommended
in expert reports, company agreements and equal opportunity
schemes could together create a more binding framework in order to
overcome systemic discrimination.

There is also, it is argued, a need to amend the provisions of labour
legislation that protect against discrimination. Besides an extension



of the obligation to ensure that calls for tender are non-discrimina-
tory, European law is also in need of clarification, so that redundan-
cies are also covered by the legislation. Furthermore, the legislature
should state more clearly what obligations employers have to protect
their employees from discrimination — including discrimination by

colleagues, customers or business partners.

— > FO0O0D FOR THOUGHT NON-DISCRIMINATORY
JOB APPLICATION PROCESSES

Several studies have demonstrated that discrimination by gender,
name and origin certainly occurs in job application processes (e.g.
SCHNEIDER et al. 2014). A study published recently by the I1ZA Insti-
tute of Labor Economics in Bonn showed that a Turkish name ap-
pearing on an application form is enough to reduce the chances of
getting a job interview by 14 per cent and in smaller firms by as much
as 24 per cent (WEICHSELBAUMER 2016). The Commission argues
that non-discriminatory processes (i.e. those in which neither gender,
name nor address are shown) should be more widely used.

Anonymised applications contain no identifying particulars or
features, such as a photo of the applicant, their name, address, date of
birth, marital status or information on origin. In countries such as the
USA and Canada, anonymised job applications are now common
practice. In November 2010, the Federal Anti-Discrimination Agency
launched a nationwide pilot project in which companies, public
authorities and municipalities trialled anonymised application pro-
cesses. This pilot project did indeed prove that anonymised job appli-
cations are technically easy to put into practice and can give women
and people with an immigrant background in particular a better
chance of being invited for interview. However, studies and pilot pro-
jects in other countries have produced less positive assessments. Further
research is clearly necessary.
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The integration of immigrants into the labour market takes place
largely at company or establishment level. Since the 1960s, when so-
called ‘guest workers’ were recruited to work in manufacturing in-
dustry, trade unions and works councils have taken up the issue of
‘diversity’ and launched various initiatives against discrimination
and racism. By way of example, we can mention the inter-union initi-
ative ‘Don’t mess with my mate! For equal treatment, against xeno-

phobia and racism’. The unions have actively revived older approach-
es to community work, with immigrants being supported as they
settle into their new environment.

However, one dilemma remains (PENNINX/ROOSBLAD 2000). On
the one hand, the unions are advocating an open society, but on the
other they want to protect their members from competition. This di-
lemma is far from being easily resolved, since it raises the thorny issue
of how to reconcile solidarity with immigrants with the protection of
employees already in place.

The capacity of codetermination rights and bodies to foster inte-
gration within immigrant and non-immigrant workforces is now
proven. Although the ‘foreign worker committees’ that used to repre-
sent the rights of migrant workers have largely ceased to exist, works
councils are actually more highly rated by employees with an immi-
grant background than by those without. Those who speak poor Ger-
man and are older are particularly appreciative, because works coun-
cils act as supportive arbitrators in actual disputes (SCHMIDT/
MUELLER 2013). To that extent, diversity management programmes
have much in common with trade union positions (e.g. the ‘Decent
Work’ approach). Much of what goes on today under the diversity
management label is also to be found in the efforts of the trade union
movement to promote equal treatment.



— > F00D FOR THOUGHT DIVERSITY REAPPEARS
ON THE CODETERMINATION AGENDA

Diversity management is often introduced top-down, which contra-
dicts the basic notion of participation. However, works councillors are
advocates of a corporate culture based on equality of treatment, re-
spect and appreciation of diversity. Consequently, it goes without say-
ing that they have a strong commitment to diversity management.
However, economic factors such as power imbalances and diverging
interests are sometimes neglected in diversity management pro-
grammes; what is more, they may actually reinforce stereotypes rath-
er than eliminating them. Thus the codetermination actors should be
brought in to play an active role in laying the groundwork for and
formulating approaches to diversity management.

Finally, there remains the question of how trade unions and works
councils themselves are dealing with diversity. IG Metall, for example,
has clearly been successfully in its sphere of influence, where an
above-average number of works councillors and shop stewards have
an immigrant background compared with the workforce as a whole
(FOROUTAN etal. 2016). If employees’ interests are to be well repre-
sented, there must also be diversity in representative bodies.

EMBED THE EUROPEAN SINGLE MARKET
IN LABOUR POLICY

One of the pillars of the European Union is the European Single Mar-
ket with free movement of goods, people, services and capital. Com-
bined with a sizeable gap in prosperity between the member states,
the free movement of labour has led to a considerable increase in
circular migration within the European Union. Circular migrants
work, for example, as farm labourers at harvest time, in the construc-
tion and meat processing industries and in the care sector.

Although the minimum wage applies to employees in subcon-
tracting companies, posted workers are covered by collective agree-
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ments (as stipulated in the Posted Workers Act) in nine sectors only.
There are no data on the total number of posted workers, but surveys
by trade unions put the share at 50% in some sectors, and in some
cases at up to 90 per cent, particularly in the meat processing industry
(NGG 2012). Moreover, in the German construction industry, posted
workers outnumber individual migrants; posted workers are frequent-
ly employed in precarious or informal jobs (wWAGNER 2015). The post-
ing of workers was originally intended as an arrangement whereby
specialist services could be provided in another country; however, by
far the majority of European postings are now quite obviously used
as a means of taking advantage of the gaps in power and prosperity
within transnational labour markets in Europe for the purpose of cos#
reduction (LILLIE/WAGNER 2015). Qualitative studies show that regula-
tions are being circumvented, principally through delayed or withheld
wage payments, the manipulation of working times (leading to work-
ing hours that are longer than permitted and to undercutting the
minimum wage), non-compliance with health and safety regulations
and the provision of inadequate accommodation (FAUSER 2016).

— > F00D FORTHOUGHT A REGULATORY
FRAMEWORK TO COMBAT WAGE DUMPING

In the Commission’s view, one of the core issues raised by circular
migration in the European Single Market is the circumvention of col-
lective bargaining agreements and labour legislation that apply in the
host country. This encourages competition based on undercutting, which
in turn leads to a reduced reach of collective bargaining agreements
and the wages associated with them, non-compliance with minimum
employment conditions, clandestine employment and organised fraud
by employers who divert social insurance deductions. Wage dumping
destroys faith in European integration and fosters hostility towards
immigrants and migrant workers. Consequently, it is becoming in-
creasingly important to ensure that the principle of ‘equal pay for
equal work at the same location’ is effectively implemented and that
the employment conditions prevailing in the host country are fully
adhered to. The Commission therefore makes the following proposals:



—— Better protection for circular migrants should be established at the
European and the member state level. This requires a regulatory frame-
work based on the principle of ‘equal pay for equal work at the same
location’.

——— Enforcement of the law should be improved. The enforcement
authorities will have to recruit more staff, particularly the division of
German customs responsible for the monitoring of illegal work. It is
proposed that instruments such as an electronic European social in-
surance register should be introduced, which would make it possible
to monitor the diversion of social insurance contributions by unscru-
pulous employers in real time.

~——— The Commission recommends that lzability should be strength-
ened for contracting entities, especially for those at the beginning of
subcontractor chains. It also suggests that consideration be given to
limiting subcontractor chains, e.g. to three ‘links’ per single job.

——— It also proposes that the Posted Workers Act, which currently
provides for the application of collective agreements in nine sectors
only, should be extended to all sectors.

At the European level, legislative initiatives are being negotiated that
will affect the working and employment conditions of circular mi-
grants in the single market. Care should be taken to ensure that the
‘place of work’ principle is strengthened and that the ‘country of origin’
principle is not introduced.

Plans to introduce a ‘European Services E-Card’ in order to reduce
the bureaucracy associated with cross-border activities are judged to
be problematic. The E-Card could create new gateways for bogus
self-employment and clandestine work that would evade the existing
monitoring arrangements in Germany.

The ongoing revision of the Posted Workers Directive should be used
to ensure that the collective agreements also apply to posted workers.

The black list of companies that have infringed the provisions of
European employment and social law is welcomed by the Commis-
sion, since it will prevent letterbox companies and fraudulent compa-
nies from being awarded public contracts.
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Circular migrants suffer from a particular lack of protection in the
labour market and are therefore all the more dependent on effective
interest representation (PRIES/SHINOZAKI 2015). However, they are
concentrated in precisely those sectors in which trade union density
is low. At the same time, cross-border labour mobility challenges the
established structures of interest representation.

Even though the representation of circular migrants is not yet a
focus of trade union activity, there are already organising strategies in
place to address the issue. Campaigns on the living wage and ‘decent
work’ (the general principle adopted by the International Labour Or-
ganisation/ILO) also make migrant labour a key issue. There are new
forms of support and advice as well.

Three initiatives in Germany are worthy of particular mention.
The aim of the German Trade Union Confederation’s ‘Fair Mobility’
project is to improve the situation of foreign workers, particularly
Eastern European workers, in the German labour market and to take
into account the often temporary and circular nature of labour mobil-
ity and the precarious employment situations associated with it. Be-
sides local advice services, ‘Fair Mobility’ also features transnational
cooperation with trade unions in the migrants’ countries of origin.
The MigrAr advice centre is devoted primarily to circular migrants and
their labour law problems. The pilot project, launched by the ver.di
services trade union in Hamburg, has now spawned imitators in
other towns and cities. The German Construction, Agriculture and
Environment trade union (IG BAU) responded to the problematic
employment conditions experienced by migrant workers by initiat-
ing an association called the European Migrant Workers Union. Its op-
erations take the form of third-party funded projects with native-lan-
guage advisors who frequently function as mediators between work-
ers, trade unions, the division of German customs responsible for the
monitoring of illegal work and public prosecutors’ offices.

The main lesson that IG BAU has taken from its experiences with
the European Migrant Workers Union is that the considerable ex-
penditure incurred in supporting and organising migrant workers
can hardly be recouped in the short to medium term. Financing these
activities confronts the trade unions with a dilemma, since funding
has to come out of members’ dues and their services have to be target-
ed at members; circular migrants, however, are seldom trade union



members. Because of their particular situation, successes in organis-

ing these people, who live and work between two or more countries,
are few and far between. Moreover, the standard instruments of la-
bour law are often difficult to use to further the interests of migrant
workers because the interrelations and cross-holdings on the employ-
ers’ side are too opaque and the migrants’ position is too weak. Thus
it is important to create publicity and to approach German compa-
nies contracting migrant labour, particularly when companies are
engaged in criminal practices.

——> FO0O0D FOR THOUGHT PROMOTE INTEREST
REPRESENTATION FOR CIRCULAR MIGRANTS

The Commission recommends that support for circular migrants be
strengthened and expanded. This constitutes a particular challenge
because the cost of providing appropriate support and organising
these migrants is immense and can scarcely be met out of the unions’
resources. Consequently, projects are to a large extent dependent on
third-party funding. Long-term public support is necessary in order to
fund these projects on a long-term basis and to put them on a financial-
ly secure footing,.
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WHERE
DO WE STAND?

Germany is still regarded as the very model of a social market econo-
my, in which the market is not allowed to operate untrammelled by
regulation but is organised for the welfare of society as a whole. The
model also includes the principle of a fair distribution of what is pro-
duced collectively and the economic and social protection of all work-
ers. The instruments for this are a sophisticated body of labour law, a
social policy that protects the lives of individuals and families against
the major risks in life and gives a hearing to people’s social, cultural
and political concerns and a social partnership that is intended to
safeguard the institutionalised coordination processes and codeter-
mination.

Germany is a leader in many areas of economic activity and con-

sidered an adaptive economy. The background for this, besides a rela-
tively low unemployment rate, is the country’s successful weathering
of the economic and financial crisis of 2008/2009. However, the suc-
cessful model has its dark sides. The balancing act between economic
growth and a social justice does not seem to be succeeding.
THE END OF THE SOCIAL MARKET ECONOMY? Distinct cracks in Germa-
ny’s image as a social market economy have been visible since at least
the 1980s. In response to the labour market crisis, dismissal protection
was diluted and mini-jobs (marginal part-time employment) were
promoted (— PARTICIPATING IN THE WORLD OF WORK]). Companies
were to be able to use labour more flexibly; protections for workers
were cut back. And with the passing of the Hartz reforms, even those
who had paid into the social insurance schemes for decades were ex-
pected to accept severe cutbacks. Job seekers became the objects of an
‘activating’ labour market policy, in which for example, the offer of a
job below a person’s level of qualification is regarded as reasonable.

The welfare state came to be considered as too expensive and as a
competitive disadvantage. This led to far-reaching reforms. Welfare




rules were ever more toughened (LEsSENICH 2008). [t was judged rea-
sonable for families to be obliged to use up their savings or to cash in
the life insurance policies that were supposed to offer them some se-
curity, as it was for them to have to move out of their homes and leave
their familiar surroundings. Even when people found themselves in
dire straits through no fault of their own (e.g. becoming unable to
work because of long-term illness), the state would no longer be there
to provide assistance.

SOCIAL INEQUALITY AS THE NEW REALITY. Even if, by international
standards, Germany still has a high level of social protection, for
many people in the country social inequality has reached too high a
level (BMAS 2016a; MAU/HEUER 2016). This is by no means merely a
‘subjectively perceived’ imbalance. At the beginning of the millen-
nium, incomes in Germany were considerably more equally distrib-
uted (BUNDESREGIERUNG 20I7).

Whereas it was long assumed that inequality was good for econo-
mic growth, it is now widely believed even among economists that,
beyond a certain level, inequality has a negative effect on the economy
(OECD 201I5; PALLEY 20I6; BEHRINGER et al. 2016). An analysis con-
ducted on behalf of the Friedrich Ebert Foundation shows that the
increase in inequality in Germany between 1991 and 2015 noticeably
curbed economic growth. If income inequality had remained at the
1991 level, German GDP would have been 4o billion euros higher in
2015 (ALBIG et al. 2016).

THE ECONOMY HAS SUCCESSES TO REPORT. The cutbacks in the social
insurance system coincide with the country’s successful track record in
the labour market. Manufacturing industry in particular is the engine
of Germany’s economic growth. In contrast to the extensive deindus-
trialisation experienced in many other countries, Germany has a stable
manufacturing core. Despite the high and continuously increasing share
of service work (70 per cent), manufacturing remains stable in abso-
lute terms. What was regarded in many places as an obsolescent mod-
el ten years ago is now once again seen across the world as a strength.
Germany is now credited with having the potential to develop its
own path to growth (BORGER 2016; PROGNOS AG 2016; IFO 2017).

ECONOMIC SUCCESS BUT WITH DEPENDENCIES. Nevertheless, it has
to be noted that Germany’s economic success is highly dependent on
exports. The country runs high trade surpluses; domestic demand, on
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the other hand, is relatively weak, although it has risen somewhat in
recent years, partly as a result of the introduction of the minimum
wage and pay rises in collective bargaining agreements. Germany’s
current account surplus has for years exceeded the threshold value of
six per cent of GDP which, according to EU rules, signals a macroeco-
nomic imbalance; in 2016, the surplus stood at almost nine per cent.
Nevertheless, what is true of most highly developed economies also
applies to Germany: growth is low. Gross value added per hour
worked is also rising very slowly. Between 1995 and 2005, it was rising
by an average of 1.9 per cent per year; between 2005 and 2014, howev-
er, the average annual increase was only 0.8 per cent. There are vari-
ous explanations for the low growth figures, including an increase in
the number of people working, the completion of outsourcing pro-
grammes, a slowdown in the pace of ICT-based innovation and the
expansion of the service sector.
LOW PUBLIC INVESTMENT. The investment rate in Germany is low, at
less than two per cent of GDP in 2016. The public infrastructure in
particular was neglected for decades and is still re-

1 Gross expenditure on capital garded as underfunded! (Bmwi 2016). This con-
equipment relative to economic cerns the transport network, childcare (in West

output has been on a downward
trend for decades. In 1970,

Germany) and provision for those in need of long-
term elder care. The OECD has recommended re-

the public investment rate was

4.7 per cent; by 2013 it had declined

peatedly that Germany invest more in its (social)

to just 1.6 per cent (Rietzler 2014). infrastructure, and particularly in education. By in-
The need for investment is ternational standards, Germany’s public service is

greatest — and still growing —
on the level of the municipalities
(KFW RESEARCH 2016).

underdeveloped?, while state expenditure on educa-
tion is below average (— EDUCATION AND TRAIN-
ING). If schools and universities are underfunded,

2 In 2004, the public service despite high tax receipts, it will be difficult to make
in Germany accounted for the digital transformation happen.
just  per cent of total employ- GERMANY IS DRIFTING APART. The extent to which

ment. Only in Japan is the
share of total employment lower
(STATISTA, no year).

people share in the country’s economic success var-
ies from region to region. Some regions enjoy full
employment, while in others unemployment re-
mains persistently high. These regional inequalities
are becoming entrenched or in some cases are actually increasing.
Some regions find themselves in a vicious circle of debt, unemploy-
ment and emigration (ALBRECH etal. 2016). By international stand-



ards, the regional differences are not (yet) extremely pronounced, but
some problematic trends are emerging. The social and economic dif-
ferences between the eastern and the western part of the country
(along the lines of the former division between the communist and
the capitalist part of the country) and between the generally poorer
northern and the more prosperous southern part of the country as
well between individual municipalities are increasing. In Germany’s
large cities, 21 per cent of inhabitants suffer from low purchasing
power because of the high cost of living, whereas in rural areas the
figure is only 14 per cent (ROHL 2016). Germany’s constitution, how-
ever, stipulates that living conditions should be similar across the
whole country, an important factor in maintaining social cohesion.
SOCIAL PARTNERSHIP PUT TO THE TEST. The social partnership has
always been under pressure to justify itself, since it attempts to over-
come conflicts of interest (— PARTICIPATING IN THE WORLD OF
WORK). Attitudes towards it fluctuate. At times, the trade unions in
Germany have been denounced as a ‘brake on growth’ when the search
was on for a scapegoat to blame for a fraught economic situation and
rising unemployment. On the other hand, international researchers
have long regarded codetermination as a competitive advantage be-
cause the German system is very flexible in enabling solutions to be
found at industry, company and establishment level in times of crisis
(e.g. coLpscHMIDT 2016). Consequently, the need to revitalise the
social partnership is being debated widely — and is already being in-
corporated into proposals for reforming the world of work (Bmas
20I6b; JIRJAHN 20I1).

In 2014, 46 per cent of employees in western Germany and 39 per
cent of employees in eastern Germany were working in establish-
ments and companies bound by collective agreements. While union
density and coverage by collective bargaining agreement are still high
in manufacturing industry, despite a downward trend, both are much
lower in the craft and service sectors. However, it is precisely these
two sectors that are responsible for ever increasing shares of industri-
al output as a result of outsourcing. Besides the east-west gap in cov-
erage by collective agreement, there are also differences depending
on size of firm (—> PARTICIPATING IN THE WORLD OF WORK]).

Since equalisation in the social market economy is achieved largely
through the social partnership, the decline in coverage by collective
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agreement is problematic. Solutions based on social partnership en-
able both companies and employees to take a long-term view. The
decline in coverage by collective agreement is interpreted by research-
ers as a significant factor in the growing inequality in Germany (MAU
2015b; BOSCH/KALINA 2015).



WHAT SHOULD WE BE
PREPARING OURSELVES FOR?

Many people in Germany look at Silicon Valley with a mixture of fas-
cination and anxiety. ‘Silicon Valley’, which has become a code word,
understood throughout the world, for innovation,

growth and ‘disruption’S. The Chinese model rep- 3 ‘Disruption’ in this context
resents an alternative approach: instead of ven- ~ meansa revolutionary trans-
ture capital, it is the state that takes the initiative. formation of traditional business
The growth generated by this model is no less dy-
namic. Businesses such as the telecommunications
equipment manufacturer ZTE and the network-
ing and telecommunications equipment and ser-
vices company Huawei have developed within a short period of time
from pure manufacturing companies to high-tech companies operat-
ing throughout the world (BAuMs/scoTT 2013).

HOW CAN THE GERMAN ECONOMY STAND ITS GROUND? While many
fear that Germany is running the risk of becoming Silicon Valley’s
contract manufacturer because the innovations are being generated
by others (KEESE 2016, among others), others predict that the coun-
try’s economic success will continue. They base their argument on
the advantages of the German production system: the solid, research-
intensive manufacturing base, a productive service sector, flexible
high-quality production, a multitude of medium-sized companies
operating globally, the dual vocational training system and the close
collaboration between applied research and manufacturers (LANG et
al. 2016; HBS 2016).

Germany’s capacity for innovation seems to be intact. According
to the Global Innovation Index, Germany is now among the top ten
(CORNELL UNIVERSITY etal. 2016). Germany is a world leader in ro-
botic engineering and in sensor technology, as well as in control and
systems engineering (BEISE/SCHAFER 2016).

models and value chains triggered
by technological developments.
(CHRISTENSEN 1997).
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TRANSFORMATION OF THE SOCIAL PARTNERSHIP. Technological pro-
gress not only produces new business and organisational models but
also causes established rights and agreements to be called into ques-
tion. According to some employers, the structural change makes it
necessary to review existing standards; this is reflected, for example, in
the debate on the Working Time Act (BDA etal. 2016; BDA 2017). The
trade unions, in turn, defend the gains they have made to date and see
a need to transfer the three-stage system of protective rights — statutory
minimum standards, collective bargaining agreements and agree-
ments on the company level — into the new world of work. Besides
the declining coverage by collective agreement, there is also the fact
that many small and medium-sized enterprises do not have a works
council that can breathe life into collective agreements (ELLGUTH/
TRINCZEK 2016). Against this background, plans to strengthen the
social partnership, coverage by collective bargaining agreement and

codetermination are meeting with a positive re-

4 In its proposals for reform, the sponse, even in the federal government.
draft of the white paper “Work 4.c’ The greatest challenge facing the German sys-

published by the Federal Ministry

of Labour and Social Affairs

relies on incentives to join employers’
associations and trade unions

(BMAS 2016b).

tem of corporate codetermination is the increas-
ingly transnational organisational structures that
companies are adopting. As a result, their decision-
making centres are more and more likely to be
located outside Germany. European (corporate) law,
e.g. the introduction of the European Company (Societas Europaca),
and gaps in the German codetermination legislation are hastening
the flight from and circumvention of codetermination.
IN SEARCH OF THE DIGITAL DIVIDEND. Researchers attribute 0.37 per-
centage points of the annual economic growth in the industrialised
nations between 1993 and 2007 to the use of robots (GRAETZ/MICHAELS
201%); management consultants are forecasting increases in industrial
value added worth billions for Europe (ROLAND BERGER 2015). Never-
theless, digitalisation has not yet proved to be the hoped-for engine of
growth and productivity. The German economy clearly grew in 2009
and 2010 after the crisis-induced slump, but afterwards growth flat-
tened out again, reaching 1.9 per cent in 2016 (2017 forecast: 1.5 per cent,
PROJEKTGRUPPE GEMEINSCHAFTSDIAGNOSE 2017).

It is proving more difficult than had been hoped to turn invest-
ments in digitalisation into increased profits (WORLD BANK GROUP



2016). And nor is productivity increasing exponentially as was expect-

ed. On the contrary: in many highly developed industrialised coun-

tries, productivity growth has weakened consider-

ably since the 1990s (8D1 2016).° The debate on the 5 This ‘productivity paradox’
reasons is still in a state of flux. The analyses vary. ~ Was preoccupying the economist

Alvin Hansen as early as the 1930s
(BMAS 2016b). Today, the Nobel
laureate Paul Krugman and

While some argue that the gains of digitalisation
have already been more or less exhausted or that
future gains have been overestimated (HORN etal. 1 Harvard cconomist and former
2017), others believe that it will take some time  senior US Treasury Department
for the effects of the technological innovations to  official Larry Summers are
trickle down or that they do in fact exist but that ~ Prominentexponents of ‘secular
it has not (yet) proved possible to measure them stagnation’ theory (RGRUP 2015).
(WEBER etal. 2017).

THE RESOURCES OF THE STATE. The state maintains its system of trans-

fer payments to ensure an equitable distribution of resources within

society. The state also provides the basis for economic activity, through

investment in the infrastructure, the transport system, the education

and training system, childcare, healthcare and the public administra-

tion. The state invests in research and development, which is then
appropriated by new businesses and established companies as a basis

for constructing business models and producing further innovations.

All these investments require sound financing. It is important,
therefore, to give some consideration to the revenue side. Globalisa-
tion and digitalisation raise the question of how the state might best
gain access to corporate profits. The proposals range from a machinery
and robot tax (advocated by the head of Deutsche Post, Frank Appel,
for example) to an added-value levy® (advocated by
the Austrian Social Democrats, for example) and 6 An added-value levy would
to the idea of a data tax. However, all these propo-  shift the basis for assessing
sals come up against hurdles. A machinery tax, for ~ s0cial insurance deductions
example, would disadvantage conventional manu-
facturing companies compared with the digital
economy.

However, since it is not yet foreseeable what effects digitalisation
will have on the number of jobs, tax revenues, social insurance and
income distribution in Germany and across the world, the debate on
how to access the gains of digitalisation will have to continue.

from a company’s wage bill to
the value added it generates.
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WHERE
CAN WE BEGIN?

A high-performance economy is dependent on the contribution of
working people, for whom participation in the world of work is sup-
posed to provide material security, social wellbeing and secure pros-
pects. The state has an important role to play in this: it ensures that the
conditions conducive to economic activity and innovation are in
place, but also that conflicting interests are reconciled, by not leaving
individuals exposed to market forces and by providing social welfare.

If it is increasingly felt that this description more closely resem-
bles a normative goal than reality, then action is required. There are
two conceivable options. In the first, we say farewell to the social
market economy for good, since nothing generates more disengage-
ment from the political system than the incantation of empty formu-
las. The second option calls for a thorough revitalisation of the social
market economy so that it can do justice to its name again. Great en-
thusiasm for the second option continues to be expressed by politi-
cians of all stripes, but so far there have been few discernible attempts
to turn words into action.

The structural change being driven by technological innovations
offers an opportunity. It raises anew many questions linked to work,
ranging from rights and rules in collective agreements to our under-
standing of what constitutes prosperity and productivity. The struc-
tural change also brings the relationship between the state, the econ-
omy, social partnership and civil society into the equation. Who
should not only be listened to but also be genuinely involved? The
digital transformation is opening up a new, historic opportunity. The
state can seize this opportunity to play a part in shaping the transfor-
mation, making the social market economy sustainable for the long
term. This can be achieved by combining economic prosperity, en-
vironmental sustainability and social wellbeing.



THE STATE
IN ACTION

In every democracy, and especially in a social market economy, the
state plays a key role in shaping change. It helps to bring needs and
wishes into line with each other, presides over the efforts to balance
out conflicting interests and involves key players such as the social
partners and NGOs in the decision-making process. The state here is
not conceived as a ‘nation state’ but rather as a representative of plural
interests that shapes general living conditions at the various levels of
the political sphere (from the international to the municipal). It is
essential to defend this concept of the state in a situation in which
right-wing forces have declared themselves the mouthpieces of the
‘true will of the people’ and the proponents of ‘direct democracy’.

In a rapidly changing world, the state is hardly able to draw up a
master plan for the future. Rather, it can and must use the democratic
channels of participation to launch and take charge of a process in
which diverse interests and needs can be taken into account and
agreement reached on the aims of the transformation. As far as the future
of work is concerned, it can collaborate with the social partners and
employment specialists to develop an understanding of how econom-
ic activities are going to change and how technological innovations
can be utilised in work organisation and design. In doing so, if it is to
remain true to the basic philosophy of the social market economy, it
must constantly bear in mind the need to strike a balance between
economic and social interests.
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— > F00D FOR THOUGHT THE STATE
SHAPES THE TRANSFORMATION

There are numerous initiatives on the digitalisation of the world of
work, most of them organised on a tripartite basis (e.g. ‘Plattform
Industrie 4.0’ and ‘Dialogprozess Arbeiten 4.0’, organised by the Fed-
eral Ministry of Labour and Social Affairs, and the federal govern-
ment’s ‘Hightech-Strategie’). Individual states (Lander), eager to drive
forward debate on these issues, have also set up commissions, adviso-
ry groups and councils. The Commission recommends that these ac-
tivities should be linked more closely and that an innovation strategy
should be developed in collaboration with the social partners and
civil society.

Within this strategy, the objectives and guiding principles for the
transformation of the world of work should be developed. Technolo-
gical and social development should be considered together. Among
other things, this means taking account of all aspects of the transfor-
mation of work, and in particular its social effects and opportunities.
The innovation strategy should not adhere too rigidly to a sector-
based approach but should take into account the newly emerging
interrelationships and dependencies in value-adding processes that
extend beyond the borders of individual industries or sectors. In the
various platform activities to date, too little attention has been paid to
services. This applies to social services in particular. They should be
regarded as an integral part of a holistic innovation strategy.



— > FO00D FORTHOUGHT A BROAD
DEFINITION OF INNOVATION

The Commission proposes a broad definition of innovation that en-
compasses technological and economic innovations together with envi-
ronmental and social innovations.

When technological innovations are used to meet social challeng-
es, they become social innovations that help, for example, to preserve
the environment, improve mobility, fight disease or facilitate commu-
nications. However, innovations — and in view of the focus in the pub-
lic and media debate on ‘Industry 4.0’ this is often ignored — are not
necessarily technological in nature. There can also be pure ‘social’
innovations.

Daniel Buhr defines social innovations as ‘innovations which, on
the one hand, contribute to the dissemination and diffusion of tech-
nological developments at the social level and, on the other hand, re-
present practices that are developed and used by the individuals,
groups and organisations concerned and serve to overcome social
challenges’ (BUHR 2015). According to this definition, the introduc-
tion of workplace codetermination in 1952 was a social innovation.
Social innovations are no less relevant to economic success than
technological innovations. One innovation that was simultaneously
technological, environmental and social in nature was the introduc-
tion of measures to combat air pollution in the 1970s (‘Blue Skies over
the Ruhr).

Technological innovations have the potential to stimulate economic ac-
tivity. They are thus the precursors of productivity increases and mate-
rial prosperity but also harbour the risk that technology will not be
applied in the interests of the population. It is the ambivalent nature
of technological progress that makes defining innovation a challenge.

What seems to be necessary is some kind of trade-off between what
is possible and what is socially desirable. Which new technologies do we
regard as improving our quality of life and as innovations in their
entirety? On the other hand, which innovations have destructive
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potential or violate rights regarded as the basis for social coexistence?
Harking back to a tried and tested instrument, namely fechnology
assessment, might help here. Technology assessment is the study and
evaluation of new technologies. It adopts a global perspective and
considers the effects of new technologies on society and the environ-
ment. The federal government is supporting technology assessment
by providing basic funding and grants and putting in place research
programmes.

——> F00D FOR THOUGHT SHIFT THE FOCUS
OF TECHNOLOGY ASSESSMENT

In the Commission’s view, technology assessment needs to broaden
its perspective. It cannot persist in simply considering the use of tech-
nology but must take into account the changes taking place in the econ-
omy and society. One important area, for example, is the change in
decision-making processes stemming from the increasing use of algo-
rithms. It is imperative that the effects of innovations and new tech-
nologies on jobs and on working and employment conditions are
captured and evaluated.

Therefore, technology assessment should not start with the conse-
quences but also take account of the process through which innovations
emerge. What are the participation processes involved? It is not simply
for reasons of democratic involvement but also economically plausi-
ble for such a perspective to be adopted.

The Commission proposes that the scope of technology assess-
ment should be extended to encompass to a greater degree the conse-
quences of digitalisation, taking account of the effects on communi-
cation, social relations and organisations. The state should create
incentives to encourage the adoption of this broader perspective and
lay down criteria for research and other initiatives in this area.



Finland and Sweden are two countries that have institutionalised a
far-reaching innovation policy that also drives social innovations. Both
countries are pioneers in this area. The innovation policy institutions
in Finland include coordination platforms such as the ‘innovation
cabinet’ and agencies such as Tekes that fund research, development
and innovations; both countries also have a public procurement sys-
tem that prioritises innovation. In both countries the procurement
system is used as an instrument to harness the high demand in the
public sector for ICT equipment, software, data banks and services to
help innovative products achieve market breakthrough (ANDERSSON
et al. 2016).

——> F00D FOR THOUGHT INTRODUCE
A PROCUREMENT SYSTEM THAT PRIORITISES
INNOVATION

The Commission advocates the introduction of a public procurement
system that prioritises innovation, modelled on the Finnish and Swedish
systems. The Commission sees a twofold advantage in such a system.
Firstly, such an instrument can be used to find innovative solutions to
new social challenges (e.g. innovations in the service sector, ‘open in-
novation’ concepts, urban development measures, smart cities). Sec-
ondly, the instrument can be used to create reference markets for in-
novative products. Since local authorities are not obliged to choose
the lowest tender, there is nothing to prevent them from introducing
such an innovative procurement system.

In order for this innovative procurement system not to be intro-
duced at the expense of social considerations, it should be combined
with other aspects. In addition to the inclusion of a clause requiring
compliance with collective bargaining agreements, it would be con-
ceivable to restrict awarding public contracts to companies with a
works council in order to give innovative young companies an incen-
tive to set up works councils.
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It is striking that, in the current debate on digitalisation, the subject
of economic sustainability has been very much pushed to the margins,
although the targets laid down in the 2016 Paris Agreement demand
a considerable commitment to environmental transformation that
Germany has agreed to. The ‘decarbonisation’ that is called for will

mean massive structural change. Industries are coming under pres-
sure, manufacturing processes are changing, new areas of employ-
ment are emerging. At the same time, there is increasing talk of the
‘digitalisation of the energy revolution’ and plans for climate protec-
tion are increasingly seeing digitalisation as an opportunity.

Germany can build on a history of experience with transformation.
With regard to sustainability and energy policy, the country succeed-
ed through a combination of regulation and incentives in stimu-
lating high levels of investment in breakthrough technologies. The
original Renewable Energy Sources Act, which regulated the prefer-
ential feed-in of electricity from renewable sources into the national
grid and guaranteed generators fixed feed-in tariffs, led to a break-
through for renewable energies in Germany and has since been
copied in many countries. Germany can certainly build on this track
record of innovation. At the same time, further efforts are necessary:
the grid has to be expanded, and the transformation to renewable
energies also has to be equitable and socially acceptable in terms
of cost.

One area with great potential is resource-saving product use, par-
ticularly in view of digitalisation and changing values (‘sharing rath-
er than owning’). Digital tools are making it increasingly easy to do
just that, as car-sharing schemes and online barter clubs demonstrate.
As far as production is concerned, environmental sustainability is
also an issue. Sustainability can be improved, for example, by using
resources more efficiently in the production process as well as by ex-
tending product life cycles. When considering a product’s environ-
mental balance sheet, reference is frequently made to the ‘cradle to
cradle’ ideal, i.e. a waste-free society in which the by-products of one
product’s manufacturing cycle can be fed into another cycle and
used again.

It is true that the sharing and repair economy leads to job losses in
manufacturing; however, it creates work in other places. There is
much potential for job creation in the repair economy and in reman-



ufacturing. The same applies to conventional manufacturing compa-
nies: Caterpillar, the world’s largest manufacturer of construction
machinery, has been successfully reconditioning diesel engines in its
factories since as long ago as 1972 (FORD/DESPEISSE 2016).

——> F00D FOR THOUGHT SUPPORT ENVIRON-
MENTALLY FRIENDLY DIGITAL INNOVATIONS

An economic policy that pays no attention to the limits on available
resources or the environmental consequences of production processes
is not sustainable. The Commission recommends, therefore, that the
digital transformation should be harnessed in pursuit of environmen-
tal objectives.

The contribution that digital technologies can make to a more
efficient use of resources and the support they can provide for climate
protection goals has been neglected. Plant and product utilisation can
be improved with the aid of new technologies and new business mod-
els (‘sharing economy’). Many product life cycles have tended to be-
come shorter in recent years rather than longer. Many business models
are based on a constant flow of new or upgraded products (smartphones,
for example), while many other products are designed to break down
at a relatively early stage of their lives (‘built-in obsolescence’). How-
ever, new manufacturing technologies can help to reverse this trend.
Instead of manufacturing new products, greater reliance is (once again)
being placed in some areas on repairs. Digital developments such as
‘additive manufacturing’ (3D printing) are making a decisive contri-
bution here, leading to drastically shortened in supply chains.

New technologies also harbour within themselves resource-saving
potential; however, this potential will not be tapped automatically,
which is why incentives are needed. The Commission recommends
that digitalisation and the environment should be more systematical-
ly considered in conjunction with each other and proposes a digi-
tal-environmental path to transformation.

Such a digital-environmental transformation path can be illustrated
by taking the example of the tax reliefs for repairs that were intro-
duced in Sweden in 2017. VAT on repairs, of bicycles or shoes for ex-
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ample, was cut from 25 to 12 per cent; repairs on large electrical goods,
such as refrigerators or washing machines for example, have been
tax-deductible since the beginning of the same year. In Germany too,
the state could actively put in place similar incentives, even though
this can only be a small element of a larger sustainability strategy.

THE STATE INVESTS

—> F00D FOR THOUGHT LOOK DIFFERENTLY
AT INVESTMENT VS. CONSUMPTION IN PUBLIC
SPENDING

The Commission recommends that the statistical divide between con-
sumption and expenditure in public expenditure be broken down. In
accordance with the regulations on national accounting, public con-
sumption and public investment are recorded separately. In the pub-
lic debate, the impression is frequently given that while public ex-
penditure for investment is absolutely desirable, too a high share of
public expenditure actually goes for consumption and is therefore
largely unproductive. In fact, however, the statistical divide between
public consumption and public expenditure is based on a false logic.
Thus by way of example, expenditure on state school buildings is cate-
gorised as investment, while expenditure on teacher’s salaries is re-
corded as public consumption. Clearly, however, both types of expen-
diture can be construed as investment since their aim is to improve
the education provided. Similar arguments can be made for various
areas of social policy. Against this background, a new debate is required
on the extent to which public expenditure, regardless of how it is
currently assigned in the national account systems, supports growth
in the economy as a whole over the long term.



Public and private investment plays an important role in long-term
growth processes. A decline in investment activity leads to a reduc-
tion in potential output — and therefore endangers economic prosper-
ity in the long term. Investment activity in Germany is below the
average for all OECD countries. A glance at the statistics shows that
for the last two decades investment activity in Germany has been at his-
torically low levels — this is also known as the “nvestment gap’, i.e. a
discrepancy between the investment required and that actually un-
dertaken that must lead to asset erosion. The DIW Berlin (German
Institute for Economic Research) has put Germany’s investment gap
at about 75 billion euros (which equates to three per cent of GDP). If
the gap were to be closed, growth could increase by 0.6 percentage
points (BACH etal.2013). This investment shortfall is felt everywhere,
but particularly on the federal and municipal level.

For several years, Germany has had high tax revenues, yet the in-
vestment rate has remained low. It is true that the public budget sur-
plus is currently being depleted by the expenditure on accommodat-
ing and integrating refugees, but there is still considerable room for
manoeuvre. Despite the additional expenditure, the public budgets
should still be in surplus to the tune of .4 per cent of GDP in 2016
(HORN et al. 2016b). Considering the fact that a structural deficit of o.5
per cent of GDP is permissible, there is indeed scope for long-term in-
vestment despite the self-imposed commitment to a balanced budget.
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— > F00D FORTHOUGHT USE PUBLIC
INVESTMENT TO GIVE FRESH IMPETUS

Public investment lays the foundations for an efficient and effective
public life, which largely depends on an adequate infrastructure. The
Commission thus recommends that public investment should be sig-
nificantly strengthened. At a time of structural change it is absolutely
essential to go on the offensive and invest in —> EDUCATION AND
TRAINING and the digital infrastructure (but without neglecting in-
vestment in the physical infrastructure).

It would at least be possible to deviate far enough from the self-
imposed goal of a fully balanced budget, to make full use of the lee-
way afforded by the permitted o.5 per cent structural deficit. Further-
more, there were several voices in the Commission that noted that
making use of the structural deficit provision, despite the current in-
crease in tax revenues, would not be sufficient — the Lander, they ar-
gued, were already only managing by setting up public urban devel-
opment companies (such as Hafen-City GmbH in Hamburg). For this
reason, they felt, adherence to the self-imposed commitment to a bal-
anced budget was to be challenged, bearing in mind the need for in-
vestments that would bear dividends over the long term. It was ar-
gued that if the country had always pursued such a restrictive fiscal
policy, large parts of today’s infrastructure, and with them the coun-
try’s prosperity, would never have come into being.

The public are usually unaware that the state plays an active role in
innovations — which are often ascribed to individual geniuses and ‘ga-
rage inventors’. Many of the innovations and technologies supposed-
ly developed by individuals not only came into being as a result of
complex collaborations but also owed a great deal to state subsidies
(HELLIGE 2006; MAZZUCATO 2015). Even the ‘Californian model’, which
most people probably think of as financed primarily by private ven-
ture capital, actually relies on massive public investment and support
(BAUMS/SCOTT 2013).



In Germany, the state has concentrated on supporting basic research.
This compensates for a specific market failure — namely too low a level
of business expenditures on research and development. So should the
state also provide more support for private investment or even invest
in new technologies and business models itself? The Commission dis-
cussed different approaches.

———— POINT OF CONTROVERSY THE STATE
EXPLORES NEW AVENUES FOR INVESTMENT

One debate revolved around the question of how directly the state
should participate in economic processes in order to promote innova-
tions and/or innovative or strategically important sectors of the econo-
my. The opinions expressed within the Commission fall into three
positions.

——— One position maintained that the state should restrict itself to
improving the general conditions for private investment, particularly by
keeping up the infrastructure (education, research, transport net-
works etc.). When it came to direct investment, on the other hand, the
state should concentrate on compensating for market failures. Only
in this case, it was argued, was it sensible for the state directly to man-
age investment activity. Even investment incentives were currently
ineffective because low interest rates meant that credit was cheap and
easy to obtain. Thus companies’ reluctance to invest had to be due to
other factors, which would first have to be investigated more closely.

——— The second position was that the state should indeed not invest
directly in innovative sectors but should at least make it cheaper to in-
vest in innovations, by introducing opportunities for tax write-off, for
example.

——— The third position was critical of the fact that the state had with-
drawn from many areas over the past 30 years and had reduced its role
to correcting aberrations of the market. These voices called for the
state to be brought out of its role on the ‘sidelines of market activity’
and to return to the playing field. They suggested that the state should
deliberately assume some of the risk of developing new technologies. In
this way, it would be possible, they argued, to focus on the social de-
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sign of new technologies at an early stage, to involve the social partners
and civil society and to make negotiating processes on the develop-
ment and support of new technologies part of the democratic pro-
cess. In this context, the establishment of a state investment fund was
discussed, whose brief it would be to support highly innovative tech-
nologies and to invest in industries of the future or key national com-
panies. In contrast to what is often assumed, state investment funds
also exist in countries such as France and Italy that lack raw materials.
The question of where the fund would derive its capital from remained
unresolved. It would also be necessary to prevent the fruits of state
risk financing being completely appropriated by private interests.

There are great opportunities to be tapped in Germany’s so-called
Mittelstand, the small and medium-sized enterprises (SMEs) that em-
ploy the majority of the country’s workforce. The size and importance
of the Mittelstand make it one of the unique features of the German
economy. However, SMEs are very far from having tapped the full
potential of digitalisation. There is still a yawning chasm between the
ambitious objectives set out in the Industry 4.0 strategy and its actual
implementation (SCHROEDER 20178). While the great beacons of the
German economy such as Siemens, Bosch and parts of the automo-
tive industry, as well as individual Mittelstand companies, are already
far advanced in the implementation process, the majority of manu-
facturing companies, particularly the SMEs, are lagging behind the
challenging targets for the implementation of new technologies (EF1
2015).

Opverall, according to a study by KfW, the German government-
owned development bank, about one third of SMEs are currently still
in the elementary stages of digitalisation, meaning that an above-
average share of them have not even put in place basic applications
such as their own websites. Small companies with fewer than 5o em-
ployees are overrepresented among these digital laggards. Around
half of Germany’s SMEs are at an intermediate stage and make use,
for example, of individual applications of networked digital informa-
tion and communication technologies. Companies at the cutting



edge of the digital transformation, i.e. those that already rely on digi-
tal products, services, apps or the Industry 4.0 concept, account for a
scant fifth of the Mittelstand.

The obstacles mentioned by SMEs include data protection issues,
high investment and operating costs and Internet connection speeds
that are too low, as well as their workforces’ inadequate IT skills (z1m-
MERMANN 2016). Not all SMEs are able to manage digitalisation from
their own resources. Those who do not digitalise quickly enough will
get into difficulties in their supply chains in particular. Support seems
to be required here.

——— POINT OF CONTROVERSY
SUPPORT DIGITAL SMEs

It was repeatedly emphasised in the Commission that the Mittelstand
requires particular support in order to manage the transformation
and to take advantage of the opportunities associated with it. This
begins with IT training for the workforce but also includes a range of
consulting services on data protection and the introduction of digital
technologies. The question of whether there should also be financial
assistance (in the form of tax reliefs, for example) for investment in
digitalisation was debated vigorously.

A number of voices were raised in support of such assistance. How-
ever, support should not be untargeted, it was argued, but rather
linked to criteria such as adherence to collective bargaining agree-
ments. Representatives of civil society and the social partners should
also be involved in deciding which innovative products and business
models to support. Opponents of such financial assistance argue that
digitalisation was also a rationalisation strategy and was therefore not
worthy of support per se. They also queried how much state support
should be given to companies that were unable to stand on their own
two feet in the market.

It was agreed that SMEs are more dependent than large companies
on a good regional infrastructure. This is where indirect support could
start; the universities of applied sciences (Fachhochschulen) also play
an important role here.
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REVITALISE THE SOCIAL
MARKET ECONOMY

Digitalisation has to contend with a German population of which
certain segments have come to feel extremely insecure — and it can
ratchet up even further the pressure on employment and the regula-
tion of employment. Even the most euphoric forecasts about the ef-
fects of digitalisation assume that there will be a considerable number
of losers. The signs are already there. While many are in very secure
positions, others find themselves fighting a downward spiral or have
already lost the struggle. The outlines of a polarised society are visible
already (FRATZSCHER 2016), and even more so in France and the USA.

Regional disparities in Germany are also already pronounced and
digitalisation could further increase them. This raises the question of
how society can regain the strength it needs to maintain social cohe-
sion. Part of the answer is that the state has to meet its obligation to
provide services of public interest throughout the country. These in-
clude technical services (transport infrastructure, communication
services, energy supply, housing) as well as social services (education,
childcare, sports facilities, health and social care, cultural offerings,
public safety) (KERSTEN et al. 2015). Many regions only have a bare-
bones provision in these areas. Demographic change will lead to sig-
nificant ageing of the population and low birth rates in some regions,
so that regions that are already weak will be weakened even further.
However, these services of public interest are essential to the smooth
functioning of the economy and stimulate economic activity as well.



— > F00D FORTHOUGHT HUMANE
AND SIMILAR LIVING CONDITIONS

Support for economic activity and investment in technological and
economic innovations are not ends in themselves but should serve to
secure the living and working conditions of all members of society. It
is the task of the state to support people in creating these living and
working conditions themselves, which makes it responsible for estab-
lishing the general conditions to help them do so. The equivalency
and similarity of living and working conditions are enshrined in the
German constitution. The state is responsible for ensuring similar
living conditions in all regions of Germany.

The Commission emphasises that ensuring the equivalence of liv-
ing conditions should become the guiding principle of state activity,
thus putting into practice the philosophy of the welfare state. This
task cannot be achieved by the municipalities and local authorities
alone. The Lander and the federal government must also be involved in
meeting this responsibility to ensure equivalence of living conditions.

——— POINT OF CONTROVERSY PROVISION OF
REGIONAL PUBLIC SERVICES AS A JOINTTASK

In order to ensure that a basic level of infrastructure facilities and
systems continues to be provided in the future, the Commission con-
sidered enshrining the provision of regional services of public interest as
a joint responsibility of the federal government and the Lander in the con-
stitution,with a so/50 division of the costs (see also KERSTEN et al. 2016).
This would make it possible to use federal resources to set up a re-
gional support fund, allowing to combine the fragmented instru-
ments now used to deliver support for regional services of public in-
terest (namely, regional economic development and improvement of
agricultural structures and of coastal protection), into a single region-
al support and development scheme.
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— > F00D FORTHOUGHT INFRASTRUCTURE
AS A PREREQUISITE FOR THE WELFARE STATE

The Commission recommends that the fundamental role played by
infrastructure policy in supporting social cohesion in general and the
digital transformation in particular should be examined. Infrastruc-
ture policy has already made something of a comeback in recent
years — even though it has gone largely unnoticed under other names,
such as ‘energy sector turnaround’, ‘electromobility’ and ‘demograph-
ic change’ (BAUMS/SCOTT 2013).

Stronger efforts need to be made to put in place a high-performance
network infrastructure and to launch a skills offensive in all parts of the
education and training system. However, there are other challenges
that infrastructure policy has to contend with. These include demo-
graphic change, a new division of labour within families and environ-
mental imperatives. There is a particularly urgent need for the infra-
structure to be developed in the care sector, e.g. by expanding the
provision of high-quality day care facilities for children and genuine
all-day schools and increasing the supply of places for those requir-
ing elder care. As rents in urban areas rise, the housing sector is another
important aspect of infrastructure policy.

Access to high-speed broadband connections is becoming crucial
for businesses. Companies in rural regions complain about poor con-
nections (KURI 2017). For private individuals, access to high-speed
broadband is an increasingly decisive factor in determining access to
paid work, culture, education and medical care. Consequently, broad-
band has become a key category for the distribution of life chances.
The state is challenged, therefore, to ensure that rural regions are not
left behind as digitalisation proceeds.

At the same time, a democratic approach should be adopted in de-
veloping a new infrastructure policy with a view to putting in place a
genuinely participatory infrastructure. On the one hand, ‘social spaces’
can be promoted as one way of strengthening social cohesion, as well
as ‘personal infrastructures’ in the form of voluntary work, time for
care activities and helping out on neighbourhood projects.

On the other hand, collective (work) spaces should also be estab-
lished. Technological advances mean it is possible to work almost an-
ywhere; at the same time, however, it is known that innovations are



generated by interaction and cooperation. Communal co-working
spaces have the potential to generate a new dynamic: they bring peo-
ple working in isolation together again socially — and thereby make
them able to act collectively.

Unless citizens have confidence in the welfare state, the transforma-
tion will not succeed. The task of renewing the promise to citizens that
the welfare state represents goes beyond infrastructure measures. The
welfare state’s protective function plays a key role in maintaining so-
cial cohesion in the transformation process and hence in ensuring its
success. This point was not examined in a separate Food for Thought
section because it is too complex. Rather, it runs like a thread through
all the chapters of this report (and in particular — PARTICIPATING
IN THE WORLD OF WORK,—> INCOME,—> WORKING TIME).

The social partnership and codetermination are central pillars of the
social market economy. Both ensure that, as the structural change pro-
gresses, structural conflicts are converted into jointly agreed pathways
to solutions. The social partnership seems to be experiencing some-
thing of a renaissance right now, which has its roots in the constructive
approach to managing the 2008/2009 crisis. In manufacturing indus-
tries in particular, cooperation between management, works councils,
the parties to collective bargaining and the government succeeded in
developing a robust approach to crisis management that largely pro-
tected the workforce from immediate job losses, which in turn proved
to be advantageous for the economy as a whole after the crisis. Since
then, the German Council of Economic Experts (the government’s
economic advisory body) and leading economic research institutes,
among others, have emphasised the important part the trade unions
played, not only in ensuring industrial peace but also in maintaining
Germany’s economic competitiveness and overcoming the crisis.

That is why the social partnership is once again a factor to which
many employers and employers’ associations in Germany relate posi-
tively — and it is (once again) seen as part of the social market econo-
my’s success story. And even in the debates on structural change, the
social partnership is still talked of as having a significant role to play.
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Nevertheless, the social partnership is in a fragile state. Since the
mid-1990s, there has been a decline not only in union density but also
in the share of companies covered by collective bargaining agreements.
By creating a membership category that does not require members to
adhere to collective agreements, the employers’ associations have
made it respectable for employers to abandon collective bargaining.

Academic analyses of German employment relations have now iden-
tified ‘three worlds of social partnership’ (SCHROEDER 2017a). The
first world consists of the core segments of manufacturing and ex-
porting industry, in which the so-called ‘conflict partnership’ is still
functioning. The second world is made up of medium-sized compa-
nies and parts of the public service. Employment relations here are
still regulated by the ‘conflict partnership’, but are described as ‘abra-
sive’ and ‘unpredictable’. The third world, finally, consists of small
and medium-sized enterprises in the private service sector. This third
world is characterised by ‘conflict without partnership’. This applies
particularly to the — highly feminised — social services sector (and es-
pecially the care sector). The traditional German employment model
with its industry-wide collective agreements has never penetrated this
world at all.

If codetermination is regarded as a constituent element of the so-
cial market economy, then the question that arises is how to help it
take root in the ‘codetermination deserts’ — and how the tools of co-
determination will have to be refashioned to make them effective
outside the manufacturing sector and the public service.



———— POINT OF CONTROVERSY STRENGTHEN
SOCIAL PARTNERSHIP AND CODETERMINATION

The Commission considers a functioning social partnership and a ro-
bust system of codetermination to be essential to the success of the
digital transformation. That transformation can be brought about
only through a process of negotiation. If that process is to be success-
ful, a social partnership in which the two sides negotiate on a leve/
playing field is necessary. There was a consensus within the Commis-
sion on the goal of ensuring that the ‘level playing field’ principle
should be maintained. The only disagreement was on how to achieve
that goal and on the instruments to be deployed. The debate revolved
around the following aspects (among others):

Walk the talk on commitment to works councils. Codetermination is
the trade mark of the social market economy and a guaranteed right.
Nevertheless, fewer than half of all dependent employees work in
companies with a works council. One in six attempts to establish a
works council is blocked. A clear commitment to codetermination as
the democratic principle underpinning the German economy requires
the framework conditions to be readjusted.

Electing a works council by the standard voting procedure is a
multifaceted and protracted process that is susceptible to wilful dis-
ruption by the employer. Even the simplified voting procedure for
which the Works Constitution Act has provided since the 2001 reform
poses great challenges for anyone seeking to initiate a vote for the first
time. Consequently: resolve open legal questions, simplify the voting
procedure and extend the simplified voting procedure to companies
with fewer than 100 employees.

Besides simplification, works council elections need to be better
protected against attempts by the employer’s side to influence or
thwart them. The following proposals were made:

——— improved dismissal protection for candidates and those attempt-
ing to set up works councils

~——— rigorous prosecution and sanctioning of attempts to prevent the
establishment of works councils (e.g. by setting up specialist public
prosecution services or prosecuting cases within existing specialist de-
partments, such as white-collar crime units)

——— imposing higher financial penalties
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——— make obstructing elections a criminal offence that has to be
prosecuted by the authorities and not only if an already elected em-
ployee representative or a trade union with representation within the

company so requests

Make collective agreements effective industry-wide. As the welfare state
has been cut back in recent years, more and more responsibilities have
been devolved to those negotiating agreements at industry or com-
pany level (e.g. flexible transitions into retirement, occupational pen-
sions). At the same time the reach of collective agreements is shrink-
ing. As a result, gaps in protection are emerging, leading to new
inequalities in the labour market. There is, therefore, a growing need
to extend the fruits of collective bargaining, whether at industry or
company level, by declaring the resultant collective agreements gener-
ally binding throughout the industry in question. It would seem sen-
sible to wait and see what the effects will be of the legislation that has
already lowered the barriers for such a step (— INCOME). Should it
become clear that the legislation is still largely ineffective, considera-
tion should be given to abolishing the social partners’ right of veto.

Right for social partners to take group action. While consumer asso-
ciations, for example, have the right to take group actions in order to
defend the rights of consumers, the social partners are not entitled to
support individual employees collectively. The pros and cons of giv-
ing the social partners the right to take group actions as well should
therefore be considered.

Close the loopholes that allow corporate codetermination to be circum-
vented. The election of employee representatives to companies’ super-
visory boards gives codetermination additional democratic legitima-
cy and effectiveness. More than 65 years after codetermination was
introduced, it seems to be necessary to extend its legal foundations in
such a way that it can stand firm against the changes wrought by the
digitalisation and transnationalisation of work and economic activity
and continue to contribute to the development of participation and
decent work. At least 800,000 employees are currently being deprived
of parity representation on supervisory boards by various legal ruses
(uBS 2016). There is a particular need, therefore, to reduce the oppor-
tunities for legal avoidance and circumvention of statutory code-
termination. Various possibilities are conceivable:



——— It should be made clear in the law governing employee partici-
pation in a European company (SE) that codetermination has to be
renegotiated if the number of SE employees in Germany rises above
the threshold values laid down in the German codetermination legis-
lation.

——— Secondly, the law governing employee participation in compa-
nies with a number of employees between soo and 2000 (Drittel-
beteiligungsgesetz) should be amended in line with the regulations
on group allocation in the Codetermination Act and the inclusion of
joint-stock companies within the scope of the Codetermination Act.

——— Additionally, the Codetermination Act can be extended to in-
clude foreign legal forms with branches, subsidiaries or administra-
tive centres in Germany.

Every EU directive on company law can potentially give rise to new
risks for codetermination. This was made clear by the debates on the
introduction of a European private company (which fell through in
20m) and the single-person company (SUP).

There is a risk that further harmonisation of EU Law, e.g. on the
cross-border transfer of companies’ registered offices, corporate merg-
ers or break-ups, will completely exclude the question of employee
representation on supervisory boards or boards of directors. What is
required, therefore, is a debate on a new architecture for employee
involvement in SEs and other companies with a legal status grounded
in EU law. A part of this architecture could be Europe-wide threshold
values for codetermination in companies with a European legal form.
A ‘codetermination escalator’ could conceivably be introduced, with
dynamic threshold values, so that the level of codetermination they
guarantee rises as the number of employees rises.

Revitalise the social partnership. The social partnership itself is also
in need of renewal. The trade unions are called upon to improve their
legitimacy by introducing some elements of direct democracy into
their affairs and above all involving the workforce to a much greater
extent in the negotiation of collective agreements, especially at the
company level. Good examples of this already exist (e.g. the collective
agreement at the Charité hospital group, IGMetall’s employee sur-
veys). The employers’ associations are called on to revise their deci-
sion to permit membership without coverage by collective agreement.
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PROSPECTS

So where do we go from here? The Commission was given the task of
exchanging views on the world of work and identifying the challeng-
es facing the actors in labour policy. The results of the Commission’s
discussions are the proposals and recommendations in seven themat-
ic areas outlined in the sections headed Food for Thought. Even if
those proposals and recommendations vary in scope, all of them ad-
dress in one way or the other the crucial question of how responsibility
and accountability have to be reorganised in the new era of digital capital-
ism. The proposals and recommendations touch upon a wide range of
different aspects, but one question runs through them like a thread:
how can we successfully create a world of work that is humane, so-
cially balanced and sustainable?

The more radical the transformation turns out to be, the more
solutions grounded in a spirit of solidarity will be required in order to
maintain social cohesion and ensure that, in the workplace as in the
wider society, security, decent work and a high quality of life prevail.
The social partners are confronted with the challenging task of mak-
ing the transformation of the world of work as transparent and par-
ticipatory as possible. As the third member of the partnership, the
state has to make its contribution by ensuring that the digital trans-
formation adheres to the rules of the social market economy.

The Commission deliberately set out its proposals under the head-
ing Food for Thought. It reflects the fact that, however able and will-
ing the Commission was to formulate recommendations, it was also
acutely aware that the circumstances are complex and that too many
of the possible consequences amount to little more than speculation
and conjecture. Well-founded, empirically verified information is,
however, essential in order to assess the suitability of labour policy
interventions and instruments reliably — and in order to be able to
take corrective action in good time if adverse effects arise.



One historical reference point for the Commission’s deliberations
was the ‘Humanisation of Work’ programme (1973-1989). This was a
nationwide framework programme, funded by the federal govern-
ment, that constituted the first attempt to lay the scientific founda-
tions for a world of work designed with people in mind. The Com-

mission argues that a similarly comprehensive programme should
once again be put in place, this time in the shape of a research and
knowledge transfer programme on the ‘Humanisation of Work in the Dig-
1tal Age’.

This programme should pursue four main objectives:

1. to fill gaps in research;

2. to consolidate existing research and knowledge;

3. to provide targeted support for the transfer of those

stocks of knowledge into everyday practice;

4. to initiate a broad-based social policy dialogue

on the quality of work.

The major current research programmes on the world of work, such
as the German Federal Ministry of Education and Research’s ‘Future
of Work: Innovations for the Work of Tomorrow’ programme, will
produce important new insights. We have identified in this report
those areas where there is a vital need for further research. We clearly
need considerably more research-based information on the margins
of the service society, changed business models, new supply chains
and new forms of work. In some cases, research in these areas is still a
long way from producing well-founded results — which would also
have to be evaluated in terms of the connections between them. Also,
the working people’s point of view is frequently ignored.

Furthermore, it is becoming increasingly clear that digitalisation is
giving rise to new conflicts at the level of individual jobs, the work-
place and the wider society. There is a lack of knowledge here as well.
How might we react to these conflicts? What legal and social instru-
ments are available? When do such conflicts become destructive? How
can they be managed constructively? Further research efforts will not
be sufficient here. What is needed instead is transfer-oriented reflection,
ideally involving all the relevant actors.

As part of an extended work and employment research agenda,
attention should also be paid to the potential of the digitalisation pro-
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224 LET’S TRANSFORM WORK!

cess for democratisation and emancipation — and of course the associated
question of how this potential might best be realised in law, in collec-
tive bargaining agreements and in the workplace.

There are few other countries like Germany with such a broad-
based collective learning process on the digital transformation. The Feder-
al Ministry of Labour and Social Affairs has already published the
results of its dialogue process in its white paper “Work 4.0’; besides
the work of this commission, numerous other bodies (e.g. the federal
government’s ‘High Tech Forum’ and the ‘Industrie 4.0’ platform)
are also shedding light on current developments and challenges.

This knowledge now has to be drawn together and considered in a
coordinated way. The dynamic of change requires permanent dialogue
and for that a structure is needed for collectively evaluating the find-
ings and developing specific initiatives. The Commission recommends
that a transfer structure be created in order to bring together the avail-
able knowledge on the consequences of the changes in the world of
work, to quantify their economic impact, to draw up criteria for sus-
tainable approaches and the measures to be included therein and to
develop models for implementation on the ground.

The move from processes of dialogue to implementation also has
to be organised. For this, a structure is required for coordinating work
and employment research and workplace practice. The transfer struc-
ture could make a significant contribution to this as well.

Bearing in mind the new research and transfer programme it has
proposed, the Commission also suggests that a broad-based and well-
coordinated dialogue on the quality of work in Germany should be
launched. This dialogue should go well beyond the aspects that are
dominating this topic today — namely pay, the employment relation-
ship and working time — and address issues related to the actual de-
sign of work processes, to job content and skill requirements and to
structures for cooperation. Efforts should also be made within such a
dialogue format to involve all the relevant actors in acquiring exper-
tise for the research and transfer programme.

Finally, let us look back to a proposal mentioned earlier in the re-
port that could complement the new transfer programme. The feder-
al government could introduce a system of regular reporting on the
world of work, as it already has done in other areas (e.g. reporting on
poverty and wealth and on equal opportunities). Just as there are



regular progress reports on developments in the economy as a whole,
regular reporting on the situation of people in work would be of im-

mense economic and social value, since it would provide timely
warnings of problems in the ‘labour society’ — and at the same time
point to successful examples of sustainable digital transformation in
the world of work.

The Commission on the Work of the Future was a forum that
brought together experts from various fields at regular intervals. We
experienced these meetings as a collective educational exercise, learnt
a great deal from each other, benefited from the mutual experiences
and gained insights into (and understanding of) other ways of look-
ing at the world. The report passes on something of this learning pro-
cess, or so we hope. We invite the actors in labour policy to give fur-
ther consideration to our proposals and recommendations.

In this report, we have confronted the digital transformation with-
out losing sight of the characteristics and distinctive features of our
society. The report outlines the idea of a digital social market economy —
and the path towards it. This is highly dependent on cooperation and
will succeed only if there is a transformation pact in which all the ac-
tors reach agreement on the need to shape the transformation in a
socially balanced way.
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GLOSSARY

All-day school

German elementary schools have traditionally finished at around
1p.m. (and secondary schools not much later). Many ‘all-day schools’
do not extend instruction into the afternoon but offer extra-curricu-
lar activities only.

Critics contend that schools thus forego the chance of changing
teaching and learning, e.g. by offering longer, more interactive for-
mats, by providing differentiated instruction for different skill levels
and by integrating homework into the regular schedule, all of which
would benefit pupils with a disadvantaged socioeconomic background.

On a more practical level, extra-curricular activities in the after-
noon often come without an iron-clad guarantee that pupils will be
supervised until a certain hour, thus requiring parents working full
time to seek out day-care after all.

Company

Despite their slight legal differences, the terms ‘company’ and ‘firm’
are used interchangeably in this publication, following common usage.

Dual vocational training system, also: Dual system
The dual system combines an apprenticeship in a company and class-
room education in a vocational school.

Hartz 1V, also: Hartz
The commonly used label for a reform of the social assistance system.

Social assistance was integrated into the system for the more gener-
ous unemployment benefits, which in most cases can now only be
drawn for 12 months (as opposed to up to five years before the Hartz
reforms) before social assistance kicks in. Social assistance is now of-
ten referred to as Hartz IV.



Mini-jobs
Marginal part-time jobs that are not subject to income taxes if the
total monthly earnings from mini-jobs stay below a threshold of

450 euros. Mini-jobs require no social insurance contributions from
the employees. Most employees opt out of paying the standard pay-
roll deduction for their pensions, increasing the risk of poverty in
retirement.

Self-employment

The term ‘selfemployment’ is understood to refer to selfemploy-
ment without employees only.

3

Splitting’ system

The ‘splitting’ system of calculating the tax liability of married couples
allows both spouses to pay taxes on half their combined income, ef-
fectively lowering the tax liability for the main breadwinner when
the incomes differ significantly. The ‘splitting’ system rewards the tra-
ditional role allocation and encourages an unequal division of paid
work between husband and wife.

Standard employment relationship, also: Standard employment

An employment relationship that is open-ended, covered by social
insurance (unemployment, health, elderly care and occupational acci-
dent insurance, plus a pension scheme) and generally held on a full-
time basis. A broader definition also includes part-time jobs, but only
those involving 20 or more hours’ work per week.

~
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THE WORLD OF WORK
WILL CHANGE FUNDAMENTALLY
INTHE COMING DECADES.

What forces are at work in the labour market? What changes
are to be expected? And what does this mean for the actors

in labour market policy? This final report by the Work of the
Future Commission, whose members included academics,
practitioners and representatives from businesses and the trade
unions, offers a diagnosis of the present situation and a range
of views on the future of work. Above all, however, the Commis-
sion provides food for thought on how society might manage
the whirlwind of change in such a way that work in the digital
economy will guarantee everyone more than just their live-

lihood, namely social participation and prospects for the future.

Hans Bockler
Stiftung mm
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