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Abstract

How the upward mobility chances of workers in unskilled or semi-skilled jobs are shaped by
influences at the organisational and sectoral level remains an open question. This article aims
to close this research gap by examining the role of internal labour market characteristics in the
promotion prospects and wage increases of workers in semi-skilled and unskilled positions. The
hypotheses are derived from dual and segmented labour market theory. Regression analyses
based on linked-employer-employee-data (LIAB), covering 44,024 workers in semi-skilled and
unskilled positions from 2005 to 2010, underline the importance of the internal labour market.
A considerable share of workers moved to skilled positions through company change. For the
workers who stayed with the company, career advancements were associated with regular
training investments and formalised regulations at the company level. Collective agreements, in
contrast, were associated with lower chances of upward mobility, but higher wages.

Keywords
(in)equality and discrimination, policy and regulation, skills and training

Introduction

In European political and scientific debates, in-company training is often seen as an
instrument to achieve both productivity gains for the company and improvements in
employment and promotion opportunities for employees, especially for disadvantaged
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labour market groups (Arulampalm et al., 2004; BMBF, 2015: 46; Bogai et al., 2017;
Mohr et al., 2016; OECD, 2004; Wotschack, 2020a, 2020b).

However, a review of the existing research on continuing vocational training shows
that the actual effects of in-company training on income, employability and upward
mobility are far from clear (Asplund, 2005: 69). Although there have been several con-
sistent research findings that prove positive effects from in-company training on wage
increases and employability (Ramos and Harris, 2012), the overall number of empirical
studies is rather small. Many studies have also been limited to specific countries, sectors
or companies, and results have been inconsistent (Becker and Hecken, 2009: 378;
Ehlert, 2017; Hansson, 2008: 22). Regarding theories in the field, the role of labour
market institutions and collective actors is often neglected (Grimshaw et al., 2017;
Krings, 2020). This article aims to fill this gap in the research. It is guided by the idea
that labour market advancements of workers in semi-skilled or unskilled jobs are not
only shaped by individual training behaviour, but also by the institutional structures of
the internal labour market. The crucial question is in which way and to what extent are
these workers’ upward mobility influenced by institutional characteristics at the com-
pany and sectoral level?

One prominent approach addressing the organisational and institutional context is the
dual or segmented labour market theory (Diitsch and Struck, 2014; Emmenegger et al.,
2012; Kohler et al., 2008; Sengenberger, 1982; Seo, 2021). It assumes that the labour
market is structured into different sectors or segments: a primary sector characterised by
jobs with good conditions regarding employment security, pay, training and promotion
prospects, and a secondary sector with rather bad jobs, characterised by low skill
demands, short-term employment, limited upward mobility chances and lower wages.
The primary segment is typically present in larger companies with a more regulated
internal labour market and hierarchical promotion and reward systems. In this typology,
the question of the (im)permeability of the different segments remains unclear. According
to the theoretical approach, workers’ abilities to move from the second to the first seg-
ment are strongly restricted by the segmented structure of the labour market.

A recent study in Germany has provided evidence of upward mobility of workers in
the low-skilled segment, indicating at least some degree of permeability. According to
this study, about half of the people without vocational qualifications were employed as
skilled workers (Biirmann and Wiek, 2018). This raises the question of how they could
get into skilled positions despite the dualised labour market structure and German voca-
tional training system, which attaches great importance to formal qualifications. Two
possible pathways — the subject of this article — are transitions in the external and internal
labour market.

This article aims to explore these pathways further. First, the role of employer change
is investigated. How does it relate to the upward mobility chances and earnings of work-
ers in semi-skilled or unskilled jobs? Second, the impact of the institutional shape of the
internal labour market is explored in terms of formalised HR policies, regular training
investments, structures of employee representation and collective agreements.

Theoretically, this study builds on a critical reception of dual labour market theory
that acknowledges the importance of legal regulations, collective actors, organisational
policies and power relations (Emmenegger et al., 2012; Grimshaw et al., 2017; Krings,
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2020) while also indicating more complex patterns of segmentation (Lukac et al., 2019;
Seo, 2021).

Regarding the empirical base of this study, linked-employer-employee-data (LIAB)
from the German Institute for Employment Research (IAB) was analysed (see Ellguth
et al., 2014). The sample comprises of 44,024 full-time workers in semi-skilled and
unskilled positions from 1272 companies; 26,853 of them did not change their employer
during the five-year observation period (2005-2010).

One last remark on how the term ‘skills’ is understood in this study. Vocational skills
are not a neutral concept; they are a socially constructed concept (Warhurst et al., 2017).
In this article, we use the term in the (narrower) sense of nominal skills (Rigby and
Sanchis, 2021: 23), defined as the skills employers are prepared to recognise and reward
(in contrast to the entirety of workers” knowledge, skills and experience). Semi-skilled
and unskilled jobs indicate bundles of work tasks that are relatively easy to access, learn
and perform without longer periods of vocational training.

Influences of upward mobility in low-skilled jobs: State of
research

Formal training that leads to recognised vocational qualifications plays a crucial role
in the highly institutionalised German vocational education system (Thelen, 2014).
Though the idea of lifelong learning has been strongly emphasised by the public and
scientific debate as the answer to an expanding range of practical and policy chal-
lenges, workers without adequate initial vocational qualifications get few ‘second
chances’ in the German vocational education system to achieve formal professional
qualifications during their employment careers (BMAS and BMBF, 2019; Rahner,
2014). However, with the Qualification Opportunity Act (since 2019) the German gov-
ernment has provided new financial support regarding formal training measures for
this group.

Unlike formal training programmes — which are focused on general skills and lead to
official professional qualifications — in-company training measures include informal
training options such as courses, instruction or workplace-based forms of learning. These
are initiated by the company and take place in the company context (Beicht et al., 2004).
Making up around 65% of continuing vocational training programmes, they represent
the largest segment of continuing training (BMBF, 2021). However, they focus on com-
pany-specific skill requirements and adaptation measures that are relatively short term
and do not usually lead to recognised vocational qualifications. Long-term training pro-
grammes that offer employees opportunities to vocationally reorient or catch up on voca-
tional qualifications are rarely represented (BMBE, 2015). Consequently, workers’
chances to achieve professional qualifications via continuing training are generally lim-
ited, particularly when they are working in jobs with low skill demands. Many of these
workers report substantial concerns regarding whether continuing vocational training
will actually pay off and lead to greater income, job security or promotion opportunities
(Osiander and Stephan, 2018).
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A review of the existing research on continuing vocational training confirms that the
actual effects of in-company training on income, employability and upward mobility are
far from clear (Asplund, 2005: 69). Although there are several consistent research find-
ings that prove positive effects from in-company training on wage increases and employ-
ability (Ramos and Harris, 2012), the overall number of empirical studies is rather small.
Many studies are limited to specific countries, sectors or companies, and their results are
sometimes inconsistent (Becker and Hecken, 2009: 378; Hansson, 2008: 22). Moreover,
many studies do not account for possible trade-offs between the different returns from
training (Hansson, 2008: 22; OECD, 2004) such as income, upward occupational mobil-
ity or employment security.

Various studies have examined the role of continuing vocational training for career
advancement opportunities in general, showing positive impacts on career advancements
or employment security (Ebener and Ehlert, 2018; Green et al., 2000; Hansson, 2008;
Pannenberg, 1995). The question of how on-the-job training affects the occupational
mobility of workers in semi-skilled and unskilled jobs has only been addressed by a few
studies. Evertsson’s (2004) findings show that employees with low qualifications are less
likely to participate in training programmes that are relevant for promotions within the
company. Sanders and de Grip (2004) examined the interplay between participation in
training, job task profile and labour market mobility for low-skilled workers. They con-
cluded that, for this group, continuing vocational training is only beneficial on the inter-
nal labour market.

A number of studies have demonstrated the positive effects of in-company training on
income development (Becker and Schomann, 1996; Ehlert, 2017; OECD, 2004; Parent,
1999; Ramos and Harris, 2012; Zwick, 2003). Some reported varying returns from train-
ing depending on the size of the company (Ehlert, 2017; Pannenberg, 2008), occupa-
tional status of the workers (Evertsson, 2004), funding source (Booth and Bryan, 2002;
Hansson, 2008), company change (Becker and Schomann, 1996; Booth and Bryan,
2002; OECD, 2004), type of training (mandatory or not) and the labour market segment
(internal or not) (Ehlert, 2017).

Theory and hypotheses: Upward mobility in segmented
labour markets

In the literature on continuing training, theoretical approaches that focus on human
capital (Becker, 1975) dominate, emphasising the importance of individual character-
istics and the labour supply side. The role of external and internal labour market char-
acteristics in the career advancements of workers in semi-skilled or unskilled jobs has
been widely neglected.

One important approach emphasising the organisational and institutional context is
the dual or segmented labour market theory (Diitsch and Struck, 2014; Emmenegger
et al., 2012; Kohler et al., 2008; Sengenberger, 1982). At the core of this theory is the
assumption that jobs cluster in terms of (bad) pay, (lack of) employment stability and
(limited) mobility opportunities, leading to a dualised labour market structure
(Emmenegger et al., 2012).
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Other scholars have questioned this assumption. The distinction between primary and
secondary sectors might be too simplistic, as labour market segments have become more
complex (Krings, 2020: 529). Moreover, the distinction of the different segments is usu-
ally reduced to employment contracts, overlooking how they combine with other aspects
of precariousness like income, job prospects and perceived insecurity (Lukac et al.,
2019; Seo, 2021). A recent study found evidence that a considerable share of workers is
characterised by low income and lack of job prospects, despite having stable employ-
ment status (Seo, 2021: 494). Eventually, the role of institutions and actors in shaping
different labour market segments is neglected (Krings, 2020: 530), underlining the need
to explore the impact of (de-)regulation policies, collective agreements and unions’ bar-
gaining power (Appelbaum et al., 2010; Prosser, 2016).

This study centres on Germany. Germany has been characterised as a prominent case
of a coordinated market economy with a strong dual apprenticeship system, centralised
collective bargaining and a strong organisation of continuing training activities at the
company level (Allaart et al., 2009: 105; Estévez-Abe, 2005). However, coverage in col-
lective bargaining has been shrinking since the 1990s due to increasing dropouts of com-
panies and increasing numbers of precarious workers, particularly in the service sector
(Swank et al., 2008). Consequently, there is evidence for a growing divide between the
coverage of workers who do skilled work in the manufacturing sector and the large num-
bers of workers in semi-skilled and unskilled jobs who are not covered by the collective
bargaining system (Doellgast et al., 2018; Thelen, 2009: 482; Thelen, 2014).

Likewise, the dual apprenticeship system has become more segmented. The growing
service economy conforms less often to the standards of the traditional dual training
system. There is evidence that the focus on standardised portable skills and exchange-
able qualifications in occupational labour markets has been partly replaced by a system
more geared towards company-specific skill needs (Thelen, 2009), less demanding
(two-year) apprenticeships mainly in the service economy or school-based vocational
tracks (as in the health and care sector) (Estévez-Abe, 2005; Thelen and Busemeyer,
2008). The traditional dual apprenticeship system is characterised by larger upfront
investments in general and company-specific skills and strict, formalised skill require-
ments regarding promotion. For workers in semi-skilled and unskilled jobs, continuous
non-formal training investments over the life course and more permeable employment
trajectories gain greater importance (Thelen, 2014) and might also foster greater promo-
tion chances.

Internal labour market characteristics and upward mobility chances

These developments show how the quality of work, employment and mobility chances
in different labour market segments is shaped by organisational policies, legal and secto-
ral regulations and power relations (Grimshaw et al., 2017; Krings, 2020). When we
apply this idea to the question of how workers can advance from semi-skilled or unskilled
jobs to skilled positions, the focus shifts from individual training behaviour to the char-
acteristics of the external and internal labour market. How does the presence or absence
of inclusive regulations and collective interest representation at the company, sectoral
and national level shape the upward mobility chances of this group of workers?
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We expect that workers’ chances of moving from semi-skilled or unskilled positions
to higher (skilled) functions will depend on the institutional structures of the company’s
internal labour market. Staying with one employer does not necessarily help in moving
up in the internal labour market; even less when workers are in a weak position — as is
the case for workers in unskilled or semi-skilled jobs. We expect that the shape and struc-
ture of the internal labour market is an important determinant here. If it does not provide
the resources and institutional structures to support upward mobility for those working
in the low-skilled job segment, a change of employer might be the better alternative to
improve their labour market chances. This basic expectation is broken down and tested
in the following three hypotheses.

First, we expect that a considerable share of workers in semi-skilled or unskilled posi-
tions will not advance to skilled positions by staying in the company (hypothesis H1).
We assume that this will typically be the case when it is more difficult to move up in the
internal labour market due to a strong degree of internal segmentation.

Second, we expect that the upward mobility chances of workers in semi-skilled or
unskilled positions will vary with the institutional characteristics of the internal labour
market matter (hypothesis H2).

Institutional labour market influences at the company and
sectoral level

Following the critical review of dual and segmented labour market theory (Diitsch and
Struck, 2014; Kohler et al., 2008; Krings, 2020; Sengenberger, 1982; Seo, 2021), we
expect that the promotion chances of workers in semi-skilled or unskilled jobs are influ-
enced by companies’training policies, the size of the internal labour market and its regu-
lation via company agreements and interest representation structures. Large companies
(H2.1), companies with regular or high training investments (H2.2), companies with
formalised HR policies (H2.3) and companies with interest representation structures
(H2.4) are associated with higher chances of career advancement for workers in low-
skilled jobs.

The scope for professional or financial advancement is usually greater in larger com-
panies than in small companies due to the more extensive resources and larger number
of available positions. This should be beneficial for workers in semi-skilled and unskilled
jobs in terms of their opportunities for career advancement.

As suggested by many policy makers and scholars who emphasise the importance of
continuing training for upward mobility (often referring to human capital theory), regu-
lar and/or high in-company training investments for workers in semi-skilled or unskilled
jobs should increase their chances of performing skilled tasks and being promoted
accordingly.

Written regulations and procedures in HR work — in the form of target agreements,
performance appraisals, job descriptions, procedures for filling positions and plans for
staffing requirements — increase transparency and the amount of information on the
actual performance of individual employees, future labour and skill demands and tar-
geted personnel development. Workers in semi-skilled and unskilled jobs are likely to
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benefit from this in terms of targeted personal development and workplace learning to
fill vacant, skilled positions.

Interest representation structures play an important role in rebalancing the power
asymmetry between management and workforce in favour of employees and overcom-
ing barriers to upskilling. Interest representation bodies are tasked with representing the
interests of all groups of employees, including workers in semi-skilled and unskilled
jobs. This includes their access to company rewards and promotions. Semi-skilled and
unskilled workers in companies should therefore be more likely to realise occupational
status improvements if interest representation structures are in place.

At the sectoral level, two important institutional context characteristics are of impor-
tance (hypothesis H3): collective bargaining coverage and the differences between
‘core’ versus ‘peripheral’ sectors of the German system of industrial relations — these
go along with strong versus weak standardisation and formalisation of qualifications
and careers.

Collective bargaining regulations set uniform standards for adequate salaries depend-
ing on tasks or qualifications. Wages are distributed according to collectively agreed
standards depending on the required skills (pay group) and activity performed (pay
grade). In this respect, an inclusive wage-setting effect of collective agreements would
be expected (Eichhorst and Marx, 2015: 45), ensuring the participation of workers in
semi-skilled or unskilled jobs (H3.1). On the other hand, due to stronger collectively
bargained regulations, formal vocational qualifications are likely to play a greater role in
internal promotion systems, which should make upward mobility within the framework
of non-formal training activities more difficult (H3.2). In this context, tendencies towards
closures on the part of trade unions may also play a role, insofar as these entail attempts
to secure quality and income standards for certain functions via formalised qualification
requirements and regulate access to these positions.

Regarding sectoral differences, we expect that in the ‘core’ sector of the German sys-
tem of industrial relations with rather strong unions (manufacturing), there will be better
wage development for workers in semi-skilled or unskilled positions due to a more inclu-
sive wage-setting context (H3.3). In contrast, the transition from unskilled or semi-
skilled jobs to skilled jobs will be more restricted due to stronger standardisation and
formalisation of qualifications and career pathways in this highly regulated sector com-
pared with other sectors (particularly the service economy) (H3.4).

Research design

Data

The hypotheses were tested using LIAB data from the IAB (Ellguth et al., 2014; Heining
et al., 2012). Data were accessed via a guest visit to the Research Data Centre of the
German Federal Employment Agency (BA) at the Institute for Employment Research
(FDZ) as well as controlled remote data processing. The LIAB data (LIAB longitudinal
model 9310) combines rich company information from the annual survey waves of the
IAB company panel with register data from the BA.
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Our sample of the LIAB data (2005-2010) includes all employees who were employed
as ‘semi-skilled and unskilled workers’ at the beginning of the study period (2005). The
decisive factor is therefore the occupational status in relation to the activity performed
(and not the formal occupational qualification). Unfortunately, more recent waves of the
LIAB could not be used for this study as the central occupational status characteristic of
interest (‘semi-skilled and unskilled workers’) was no longer recorded.

The sample of workers in semi-skilled and unskilled jobs included in the study are all
in full-time employment. The sample is therefore not representative of all employees in
Germany. Although a fixed-effects model would have been possible (as confirmed by
testing pooled ordinary least squares [OLS] regression against least squares dummy vari-
ables [LSDV]), we decided on the pooled OLS regression model for analytical reasons
and data-related limitations. The focus of our study is on more time-constant explanatory
variables — such as structural and institutional company characteristics — that do not vary
much over the observed period of five years and would have been excluded in fixed-
effects models. Institutional influences require time to unfold their effects; these could
not be observed for a longer period due to data limitations.

A longer observation period was not possible as some of our key variables (most
importantly occupational status to identify workers in skilled or semi-skilled jobs) were
not used in later waves of the panel. To use the longitudinal structure of the data, we
therefore decided to use pooled OLS and logistic regressions over a five-year observa-
tion period. Although we cannot make any statements about causal effects, our study
aims to identify correlations between organisational characteristics (primarily the insti-
tutional context) and the upward mobility chances of workers in unskilled or semi-skilled
jobs. After checking for intraclass correlations, which showed minor differences regard-
ing our coefficients, we considered a simpler model with clustered standard errors as
sufficient.

Method

By using regression analyses, possible promotions of semi-skilled and unskilled workers
in the internal labour market were measured by occupational advancement from 2005 to
2010 from semi-skilled/unskilled worker to skilled worker, master craftsperson, fore-
man/woman or white-collar worker. The income development in the period under study
(measured by the difference in ‘daily pay’ between 2005 and 2010) and the employment
status (employment subject to social security contributions) at the end of the study period
were also included as additional indicators.

Variables

We measured regular in-company training investments for the group of workers in semi-
skilled and unskilled jobs, investigating whether the company provided support for con-
tinuing training for (at least one) semi-skilled and unskilled worker during the period
under study, be it financial support or time off. Since the companies’ continuing training
activities were measured at three points in time (2005, 2007, 2010), the variable can
assume values between 0 (no investment in continuing training for semi-skilled and
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unskilled workers) and 3 (the company invested in continuing training for semi-skilled
and unskilled workers three times during the observation period). Investments of two
times or more over the observation period indicated regular training investments.

We also created a dummy variable that indicated whether the company had enrolled
at least half (50% or more) of its semi-skilled and unskilled workers in continuing train-
ing at the beginning of the observation period (2005), indicating high investments for
this group of workers. To reduce possible distortions due to compulsory training meas-
ures, we controlled for 15 sectors (and thus, possible differences in regulation).
Nevertheless, an influence from in-company training investments as part of compulsory
training cannot be ruled out.

As a control, we also included participation in formal continuing vocational training.
We created a variable that indicated whether workers in semi-skilled and unskilled jobs
had participated in continuing vocational training for at least two years during the study
period. There were only 236 cases in which the occupational status in the company tem-
porarily changed from ‘semi-skilled and unskilled work’ to ‘in training’ during the study
period.

To measure collective agreement coverage, we created a dummy variable based on
whether a sectoral or company collective agreement applied in the company. The varia-
ble only refers to the company of origin (even if an employee switched companies during
the study period). The extent to which company HR work was formalised was measured
using the degree of formalisation of HR policy (factor variable) in the following five
dimensions (‘yes’ or ‘no’ questions): Does your company/department have (a) ‘written
plans for staffing requirements?’; (b) ‘formally defined procedures for filling positions?’;
(c) ‘job descriptions for the majority of jobs?’; (d) ‘written target agreements with
employees?’; (e) ‘written assessments of work performance?’. A dummy variable was
used to determine whether the company had an elected works council or staff council or
another company-specific form of employee representation. To account for differences
in company size, we created four dummy variables for companies with (a) less than 50
employees; (b) 50-249 employees; (c) 250—499 employees; and (d) 500 or more
employees.

At the individual level, we controlled for age, gender and length of time at the com-
pany. At the company level, we included common control variables in the analysis: 15
industry dummies (based on Bechmann et al., 2012: 94); employee composition (metric
variables for the share of women, part-time employees, older employees [50 years or
older], high-skilled employees and semi-skilled and unskilled employees); location
(whether the company is located in the western or eastern part of Germany); the com-
pany’s technological status (state of the art); (formal) employment security (exclusively
permanent employment contracts); and skilled labour demand (problems finding suitable
skilled workers when filling vacancies). All variables were recorded at the beginning of
the observation period (2005). Since the period under review included the financial and
economic crisis (2008), the analyses controlled for trends in employment (from 2005 to
2010) and earning situation (good to very good in 2010) in the company. To control for
general increases in company wage levels and possible promotions in higher status
groups, we also considered the average wage development (mean value) among other
employee groups in the company.
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Empirical findings

The sample for the following analyses comprises 44,024 full-time workers in semi-
skilled and unskilled jobs from 1272 companies; 26,853 of them (from 585 companies)
did not change their employer during the five-year observation period (2005-2010).
Descriptive information on the sample can be found in Appendix Table 3.

The influence of internal labour market characteristics on occupational
upward mobility

In line with hypothesis H1, staying in the company was negatively associated with occu-
pational status improvements (see Appendix Table 4). The chance of moving up to a
skilled position reduced by 36% (when keeping all other influences constant). In addi-
tional analyses, we also examined how the included company and individual character-
istics were related to employment status at the end of the study period. These analyses
revealed that the chance of employment security (measured as standard employment
with social security contributions) increased significantly (by four times) when employ-
ees remained in the company, pointing at an important trade-off effect.

Variations in the chances of improving occupational status only occurred for a few of
the included individual and company characteristics. The analysis showed the strongest
positive effect for participation in formal vocational training, underlining the importance
of formal training measures in the highly institutionalised German educational system.
We also found evidence for gender and age-specific patterns of disadvantage; semi-
skilled and unskilled women had significantly lower chances of occupational advance-
ment. Regarding the included company characteristics, the analysis shows evidence of
positive effects from formalised HR policies and regular training investments and a
negative association with employee representatives. However, we only included the
characteristics of the company of origin in the analysis; it is not possible to distinguish
and control for internal labour market influences after company change. For that reason,
we limited the sample to workers who did not change companies during the observation
period (2005-2010).

Table 1 shows that the shape of the internal labour market is significantly associated
with variations in upward mobility chances, confirming hypothesis H2. The promotion
chances of workers in unskilled or semi-skilled positions who stayed with their company
(from 2005 to 2010) varied with the institutional characteristics of the internal labour
market. Among the included institutional company characteristics, large company size,
regular training investments and formalised HR policies were positively associated with
the career advancements of our focus group, confirming hypotheses H2.1, H2.2 and
H2.3.

The chance of moving up to a skilled position was almost three times higher in large
companies (with 500 or more employees), two times higher when the company had for-
malised HR policies and more than three times higher when the company invested in
training for workers in low-skilled jobs on a regular basis. However, and in contrast to
our expectations, larger training investments limited the promotion chances of workers
in semi-skilled and unskilled jobs, probably due to higher levels of competition among
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Table I. Logistic regression: Factors influencing career advancement (‘stayers’ only).

Model MI

Company size

Small company (< 50 employees) 0.848 (0.421)
Medium-sized company (50-249 employees) Ref-
Medium-to-large-sized company (250-499 employees) 1.256 (0.585)

Large company (500+ employees)
Institutional company context

Company has sectoral or company collective agreement

Formalised HR policies
Works council or employee representation

Company was regularly active in training workers in semi-skilled /

unskilled jobs

Training investments for more than 50% of the workers in semi-skilled

/ unskilled jobs

Sector

Agriculture and forestry

Mining

Energy and water supply

Manufacturing

Construction

Trade

Transport and storage

Information and communication
Accommodation and gastronomy

Finance and insurance services
Business-to-business services

Education and teaching

Health and social care

Other services

Organisations and public administration
Control variables (company level)

Financial performance (2009) very good or good
Western Germany

Positive employment trend (2005-2010)

Woage trends (2005-2010) for other employees
Proportion of semi-skilled and unskilled workers
Permanent employment contracts

Jobs for skilled workers could not be filled (2005)
Company with modern technology

Control variables (individual level)

Gender (woman)

Age

2.871%* (0.962)

0.516* (0.305)
2.033* (1.063)
0.819 (0.262)
3.624% (1.982)

0.285** (0.149)

2.212 (0.587)
6.711%* (3.501)
0.531 (*) (0.259)
Ref.
9.450** (2.069)
2.227* (1.029)
0.932 (0.159)
5.702*%* (1.860)
0.839 (0.237)
1.519 (0.789)
1.062 (0.196)
1.386 (0.466)
1.629 (0.585)

1.028 (0.617)
0.700 (0.408)
0.361% (0.241)
0.961** (0.935)
0.086** (0.016)
1217 (0.586)
0.826 (0.375)
2.233%* (1.255)

0.455%* (0.329)
0.983* (0.970)

(Continued)
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Table 1. (Continued)

Model Ml

Duration of employment (in days) 1.000** (1.000)
Employee participated in formal continuing training 64.880%* (24.444)
Pseudo R? 0.180

N (semi-skilled and unskilled) 26,853

Notes: Promotion: from semi-skilled/unskilled (2005) to skilled worker, master craftsperson, foreman/
woman or white-collar worker (2010). Logistic regression analysis: odds ratios and 95% confidence intervals
(inside parentheses). Robust standard errors (clustered by company). (¥): significant at 10% level; *: signifi-
cant at 5% level; **: significant at | % level.

Source: LIAB data (IAB), own calculations.

workers who participated in training. Structures of employee representation (H2.4) did
not have a significant effect.

The analyses also revealed significant influences regarding the institutional sectoral
context, confirming hypothesis H3. The presence of collective agreements was nega-
tively correlated with the upward mobility chances of workers in unskilled or semi-
skilled jobs, confirming hypothesis H3.2 (and disproving H3.1). In companies with
collective bargaining coverage, the chance of moving up to skilled positions was reduced
by 50%. In line with hypothesis H3.4 (and in contrast to H3.3), there is evidence that
transitions from unskilled and semi-skilled jobs to skilled positions were more likely in
the construction, information and communication sectors than in the manufacturing sec-
tor. They were less likely in the energy and water supply sector, presumably due to an
even higher degree of formalisation of positions and (required) skills.

Regarding the included control variables, the promotion prospects of workers in semi-
skilled and unskilled jobs also varied with several of our control variables. Again, we
found an even stronger positive effect for participation in (formal) vocational training
(increasing the chances of career advancements by more than 20 times), underlining the
importance of professional qualifications attained via the vocational training and educa-
tion system.

Possible trade-offs: The influence of internal labour market characteristics
on wages

Next to upward mobility chances, wage development is another important indicator for
the labour market situation of workers in unskilled or semi-skilled jobs (Seo, 2021). The
literature review shows that career advancements of this group of workers are often asso-
ciated with lower wage levels compared with workers who possess (formal) professional
qualifications (Blirmann and Wiek, 2018). Moreover, it has underlined the importance of
possible trade-off effects regarding promotion, wages and employment conditions
(OECD, 2004).

The analysis of wage development (with individual, company and sectoral character-
istics as controls) provides evidence that remaining in the company is associated with
growing wages (see Appendix Table 5). When workers in unskilled or semi-skilled
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positions did not change companies, they reported significantly higher wage increases on
average. Given the negative correlation of staying with an employer with promotion
chances and the positive correlation with (standard) employment security, there is evi-
dence for an additional trade-off regarding wage development; for workers in unskilled
and semi-skilled jobs, employer change was on average associated with losses of wage
growth and higher risks of unemployment, semi-retirement, part-time work or marginal
employment.

Analyses based on the subsample of workers who did not change companies between
2005 and 2010 (Table 2) provide evidence that larger company size and formalised HR
policies are associated with wage increases. Regular or high training investments or
structures of employee representation, in contrast, did not have a significant effect.
Regarding sector-level influences, coverage by collective agreements was positively
associated with positive wage development. Regarding differences between sectors, the
analysis does not indicate better wage developments for workers in unskilled or semi-
skilled jobs in the manufacturing sector.

Table 2. OLS regression: Factors influencing wage changes (‘stayers’ only).

Model M2

Company size

Small company (< 50 employees) -2.375(*) (-4.834)
Medium-sized company (50-249 employees) Ref.
Medium-to-large-sized company (250—499 employees) —-1.061 (2.910)
Large company (500+ employees) -1.217 (-3.596)
Institutional company context

Company has sectoral or company collective agreement 2.501** (0.803)
Formalised HR policies 2.337%* (0.060)
Works council or employee representation 0.521 (-1.749)
Company was regularly active in training workers in semi-skilled / -0.450 (—2.438)
unskilled jobs

Training investments for more than 50% of the workers in semi- 0.993 (—2.086)
skilled / unskilled jobs

Sector

Agriculture and forestry 3.643(*) (—0.205)
Mining 13.257%* (6.619)
Energy and water supply -0.402 (3.436)
Manufacturing Ref.
Construction 0.859 (1.653)
Trade -0.667 (—3.497)
Transport and storage —6.584 (—15.648)
Information and communication —5.445%* (-9.376)
Accommodation and gastronomy -

Finance and insurance services —-0.881 (-5.550)
Business-to-business services 0.858 (-1.612)

(Continued)
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Table 2. (Continued)

Model M2

Education and teaching 1.513 (-5.109)
Health and social care 1.809 (-4.219)
Other services 3.030% (0.632)

Organisations and public administration -
Control variables (company level)

Financial performance (2009) very good or good =1.137 (-4.060)
Western Germany 0.916 (—1.044)
Positive employment trend (2005-2010) —-1.587 (-3.511)
Wage trends (2005-2010) for other employees 0.400** (0.268)
Proportion of semi-skilled and unskilled workers 1.057 (-1.762)
Permanent employment contracts 0.708 (—2.765)
Jobs for skilled workers could not be filled (2005) —0.539 (-2.959)
Company with modern technology 2.257* (0.540)
Control variables (individual level)

Gender (woman) —-2.501% (-4.563)
Age -0.618** (—0.745)
Duration of employment (in days) -0.001** (-0.001)
Employee participated in formal further training 21.597%% (9.743)
R? 0.159

N (semi-skilled and unskilled) 26,853

Notes: Difference: daily wage 2010 and daily wage 2005; OLS regression analysis: coefficients and 95% confi-
dence intervals (inside parentheses). Robust standard errors (clustered by company). (*): significant at 10%
level; *: significant at 5% level; **: significant at 1% level.

Source: LIAB data (IAB), own calculations.

Summary and discussion

In line with findings from previous research (Biirmann and Wiek, 2018), this study found
evidence that a considerable share of workers in semi-skilled and unskilled jobs (11%)
were able to move up (in the observed period from 2005 to 2010) to skilled jobs that
require a formal vocational qualification. The question arises of how workers performing
semi-skilled and unskilled tasks were able to get into these jobs, despite the great impor-
tance the German vocational training system attaches to formal qualifications.

The data used in this study (LIAB) provided company- and individual-level longitu-
dinal information on full-time semi-skilled and unskilled workers for the period from
2005 to 2010. The detailed company information allows us to include differences in the
regulation of the internal labour market concerning collective agreement standards, com-
pany regulations or interest representation structures for the first time. At the same time,
the data have limitations that must be considered when interpreting the results.

The findings apply to a rather privileged sub-segment of semi-skilled and unskilled
workers who are in full-time employment. Chances for upward mobility and wage
increases should be significantly better for this segment of workers than for the overall



Wotschack and Samtleben 15

group of semi-skilled and unskilled workers, who are often in more precarious
employment.

Another problem with the data is that the information on occupational status is
employer data for which the accuracy or timeliness of the information was not verified.
Consequently, we can assume that the data did not account for all changes in occupa-
tional status and that occupational status improvements are therefore underestimated in
the analyses. However, we assume that missing information is missing at random and
that there is no systematic bias.

Another limitation refers to the training indicators used in this study. Regular training
investments by companies and workers’ participation rates are a rather rough measure as
they neglect differences in the length and importance of courses. As Green et al. (2000)
have shown for the British case, the increase in training participation in recent decades
has been accompanied by a decrease in the volume of training.

Finally, the data do not allow us to control for the influence of unobserved individual
characteristics that may affect the relationship between our independent and dependent
variables. We know from existing research that this can lead to statistical distortions
(Becker and Schomann, 1996). The effects should therefore be interpreted with this limi-
tation in mind. We attempted to control for unobserved factors at the company level and
above, considering employee development, demand for skilled labour, wage develop-
ment for other employee groups and the institutional company context.

Overall, the results of this study underline the importance of differences in the shape
and regulation of the internal labour market. We made three central findings.

First, we found clear evidence supporting the main thesis of this article that workers’
chances of moving from semi-skilled or unskilled positions to higher (skilled) functions
are shaped by the institutional structures of the company’s internal labour market. For a
significant share of the workers in our sample, staying with their employer was associ-
ated with considerably lower promotion prospects, though with higher wages and job
security.

Second, regarding the shape of the internal labour markets, we found that large com-
pany size, regular training investments and regulations at company level were associated
with significantly better chances of upward mobility. The regulation of the internal
labour market via formalised HR work procedures — such as written target agreements,
performance appraisals, job descriptions, procedures for filling vacant positions or plans
for staffing requirements — positively influenced the career advancement opportunities
and wage development of workers in semi-skilled and unskilled jobs. When the company
promoted in-company training for this group of workers on a regular basis, their chances
of advancing to skilled occupational positions were three times higher. Structures of
employee representation, in contrast, were neither associated with better promotion
chances nor better wage development for this group. Though works councils are for-
mally obliged to represent the interests of all workers, they might either not be willing to
use their bargaining power for better promotion prospects of this group of workers or not
able to prevail against management interests.

Third, regarding the role of the sectoral level, our study finds evidence for a contrary
role of collective agreements. On the one hand, they fostered a positive wage develop-
ment for workers in unskilled or low-skilled jobs, presumably by setting standards for
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pay in relation to defined work tasks; on the other hand, they restricted promotion trajec-
tories beyond the formalised vocational training system by giving greater weight to for-
mal vocational qualifications and training measures. In this respect, collective agreements
run the risk of contributing to the limited upward mobility of workers in semi-skilled and
unskilled jobs. Regarding sectoral differences, our study found evidence that transitions
from unskilled or semi-skilled to skilled jobs are more difficult in the core sectors of the
German system of industrial relations (like manufacturing), presumably due to the
stronger standardisation and formalisation of qualifications and careers.

Surprisingly, in companies with large training investments (training provided to 50%
or more of semi-skilled and unskilled workers), workers’ chances of career advancement
were reduced and only increased if they changed companies. These results are consistent
with the predictions of the labour queue model (Thurow, 1975) — long queues for promo-
tion reduce individual chances for upward mobility and can be avoided by company
change.

Conclusions and implications for labour market theory and
policies

The results of this study underline the importance of institutional arrangements at the
company and sectoral level for the upward mobility of workers in semi-skilled or
unskilled jobs. This has been widely neglected in the literature. How workers in low-
skilled jobs advance in the labour market is not only determined by different labour
market segments (as stated by dual labour market theory) or individual characteristics (as
emphasised by neoclassical theory), but also shaped by institutional regulations and poli-
cies at company and sectoral level (Appelbaum et al., 2010; Krings, 2020). Staying with
one employer was not related to better promotion chances for this group of workers,
while the presence or absence of inclusive regulations and collective interest representa-
tion made a significant difference.

A key finding of this study regards the role of company policies and regulations. In
line with a critical review and extension of dual labour market theory (see Appelbaum
et al., 2010; Krings, 2020; Lukac et al., 2019; Seo, 2021), our study shows evidence that
upward mobility of workers in unskilled and semi-skilled positions is shaped by large
company size and regular training investments focused on this group of workers as well
as formalised HR policies covering the fields of performance appraisals, job descrip-
tions, procedures for filling vacant positions and plans for staffing requirements. This
finding underlines the need to consider and study institutional characteristics of the inter-
nal labour market more carefully. Moreover, possible trade-offs between promotion,
wages or employment security need to be considered (Ebener and Ehlert, 2018; Seo,
2021) to evaluate their impact on labour market segmentation.

Regarding sectoral differences and collective interest representation, our study pro-
vides evidence for a reverse pattern, in line with predictions from the comparative politi-
cal economy literature (Estévez-Abe, 2005; Thelen, 2009: 482). In the highly regulated
manufacturing sector, transitions to skilled jobs are more difficult to realise, presumably
due to the stronger standardisation and formalisation of qualifications and career
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pathways and their enforcement by collective agreements and strong unions. Regarding
wage development, workers in unskilled or semi-skilled jobs benefit when they are
employed in the manufacturing sector or have bargaining coverage. In this respect,
strong unions and collectively agreed standards ensure the participation of this group in
positive wage development but restrict their occupational upward mobility.

A last finding concerns the important role of participation in formal vocational train-
ing. In line with previous research (see, for example, Ehlert, 2017), the results indicate
that opportunities for occupational status improvements and wage increases for workers
in low-skilled jobs depended substantially on participation in more lengthy vocational
training, underlining its crucial role in bridging different labour market segments in the
highly institutionalised German vocational education system.
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