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2. Flexible working time in Germany
and its economic effectsKarl-Friedrich Ackermann)

I. Flexible working time in Germany. Some statistis and comments

on the present state

1. What types of Flexible Working Time are appliedand how frequently

The present state of flexible working time in Gem@@mpanies is shown in
Fig. 1, based on mass statistical inquiry in aes@ntative sample of large, me-

dium-sized and small companies from various sectb@erman economy.

Figure 1

Application of Selected Types of Flexible Working Tme Schedules in Germany
in the Years 2001 and 2005

(Contractual working time in bracketg

)

Types of Flexible Working Measure Year
Time investigated 200t 2001
(1)Paid overtime work Hours per employee and week 1p 0.7

(38.8) | (37.4)

(2)Part-time work Percentage of total employees 213 0.02
(3)Saturday work Percentage of total employees 202 18|
(Extended working week)

(4)Sunday work Percentage of total employees 9,5 11
(Extended working week)

(5)Staggered work schedules Percentage of total employees 2318 15|
(,versetzte Arbeitszeiten®)

(6)Shift Work Percentage of total employees 2110 18.
(7)Time accounts Percentage of total employees 480 .0 4

Source: Sozialforschungsstelle Dortmund 2006).

It is shown, that the term “Flexible Working Timebvers a wide range of
very different working time schedules, which in geal, are frequently applied
with an increasing tendency in the period from 2@02005. There are other well

known working time schedules, also called “Flexi¥erking Time”, but not in-
vestigated in the study; among them are:

e Flexitime, the prototype of Flexible Working Tinemd far more applied than

Part-time;

e Temporary Employment Contracts (“Befristete Arbedrtrage”), which
have become the rule for new recruits;



e country-specific types of Flexible Working Timecsuas “Differentiation”
and “Variation” of the individual regular workingre per week, “Annual Work-
ing Time Contracts”, (Jahresarbeitszeitvertrag@jotk on demand” (“Arbeit auf
Abruf”) and “Short-time Work” (“Kurzarbeit”);

e “Temporary Work” (Zeitarbeit), which has becomeeaxy rapidly increas-
ing form of employment, also called “manpower lag8i(“Personalleasing”) or
“supply of temporary workers” (“Arbeitnehmeriibedasg”).

What all those working time schedules have in commsahat they make the
available working time more flexible either in tesrof chronometry (longer or
shorter working of individuals, groups or even ofanpany’s total labour force
on demand of the company or on demand of the erapk)yor in terms of chro-
nology (working at varying points of time duringlay, a week or even a year, in-
cluding at night, on Saturdays and Sundays).

It is extremely difficult to answer the questiorvhthe present state of Flexi-
ble Working Time is to evaluate, because theremaany stakeholders with vari-
ous requirements to working time at the companies:

(1) the companies themselves who want as muchbfliyiof working time
as possible and needed in order to improve andgtais their competitiveness in
global markets;

(2) the employees who pursue their own individuatking time wishes, de-
pending on family status, age and gender, perque&trences and health condi-
tion, perceived traffic infrastructure on the wayaind from the working place and
other influencing factors (e.g.: opening hours wfdkrgarten and schools, time
table of public local traffic etc.);

(3) the customers, who demand for customer-friemdiyking time regula-
tions, whatever this may mean, e.g. open shopserate evening, on Saturdays
and Sundays;

(4) employers’ associations and trade unions wippesent the interests of
their members (or what they believe to be the @stisr of their members) in la-
bour negotiations on working time in the companies;

(5) government and governmental agencies who grectad to set minimum
standards for Flexible Working Time and also tdiat¢ and to promote special
types of Flexible Working Time if in line with offial goals of policy such as re-
duction of unemployment, social security, work difigtbalance or equal rights
and opportunities for men and women in their preifesal career.

These and other stakeholders will evaluate theeptestate of Flexible Work-
ing Time, shown in Fig. 1, very differently. Many them will see a success of
joint endeavors for more Flexible Working Time carmgd with standard work-
ing time in the past, others will criticize not ergh or already too much flexibil-
ity in general or referred to specific types of ¥hde Woking Time. Overtime
work, Saturday and Sunday work and also Shift Wamkluding the night) are
most frequently subject of critical comments.



2. Scientific fundamentals of Flexible Working TimeManagement

Flexible Working Time and its management is subggahterdisciplinary re-
search.

(1) Management theories state that an increaseokimg time, says from 35
hours to 40 hours per week, will allow an increa$groduction followed by
a decrease of production unit costs, if the prapordf fixed costs is high. Con-
stant prices for each additional sales unit presiimefit will be increased due to
longer working timé Furthermore, manpower needs related to a spesifimunt
of production units will decrease, of individual kimg time is prolonged accord-
ing to the general formula:

Working time per unit x number of units
Individual W orking Time in the Period considered

(2) According to ergonomics, individual productyviill decrease in general
beyond the 8 hours per day limit. During the dgys and downs of performance
capability are described by the so called “physgjmal working curve”. Opposite
to machines, men are not able to perform contigualvorking time becomes
longer and longér

(3) Behavioral sciences stress the point, that imgrkkme regulations should
consider the desiredorking time of the employees as a very imporfacet of
overall work satisfaction. It is well known thaighi work satisfaction has a posi-
tive impact on productivity, absenteeism and tuaraf the labour force

These and other scientific insights might help ésign and implement flexi-
ble working time systems which meet the requiresi@fitthe company and the
expectations and wishes of the employees as welledlize this idea, requirement
analysis of working time and systematic organisaicurveys are suggested.

3. Attitudes of employees to present working timeandition. Feedback
from organisational surveys

The question is: how satisfied are employees withgresent working time
conditions? Do those conditions meet the needseapdctations of the employ-
ees involved? If yes, a positive impact on totaisézction in the company is ex-
pected; if not, total satisfaction will be loweregults from scientific research
show that total satisfaction of the labour forcaisritical success factor for pro-
ductivity, absenteeism and turnover rates and ttoeeramportant measures of the
company such as customer satisfaction, attractsgeas an employer on the la-
bour market etc.

1 Deelen (1987).
2 Miiller-Seitz (1996).
3 March, Simon (1958); Lawler (1971); Neuber¢jd74); Rosenstiel (1980).



It is therefore important for the companies to knevinether employees are
satisfied with working time or not. An unpublishechpirical study of ISPA con-
sult in German metal industry, aggregating numeraggnisational surveys in
the time period from 2004 to 2005 gives the an&we&om n = 11.900 employees
who joined the surveys:

— 44% are highly satisfied with the present workiimge conditions in their
companies,

— 43% are satisfied,

— 10% are dissatisfied and 3% are highly dissatisfi

The level of satisfaction is reasonable high takimg account that working
time schedules are and will be always a comproféeeen job requirements
and individual working time wishes. The main reagamrather high satisfaction
might be that employees often have the choice ansmomgriety of attractive
Flexible Working Time schedules and can select,tvittia best their personal
preferences. Working flexitime is a good exampleother one is the claim of
each full-time worker to change to Part-time acourdo the rules of the Part-
time Act 2001 and back to Full-time if this is wadtto. Nevertheless, Flexible
Working Time might be connected with some dysfumwi consequences for the
private sphere of the employees, including famfly, hobbies, social networking
with friends etc., which will suffer long-term, wiheemployees would change
their working time without any fixed structure amrmuncement. Flexible Work-
ing Time requires flexible people both in work ldad in private life as well.

4. Analysis of potential Flexible Working Time

There is a large, not yet used potential for ex@enBlexible Working Time
applications. Each type of Flexible Working Timgtéid in Fig. 1 could be applied
to more employees within a company and, also, teersompanies, if this is re-
quired and wanted to.

An empirical study, conducted by the “Institut deeutschen Wirtschaft”
states that among all companies investigated, gigky &Part-time Work”, 51%
“Flexitime” either with or without obligatory presee modules (33% and 18%
respectively) while 22% of the companies apply Shibrk. It becomes obvious,
that there are quite a lot of companies left whghthivant to introduce one or the
other special type of Flexible Working Time. Aneatipt is made in the following
to analyse the potential in some details.

(1) Payed Overtime Workould be increased up to the limits of 48 houns pe
week or even 60 hrs per week permitted by the nati@/orking Time Act (“Ar-
beitszeitgesetz”) from 1994. However, there aredgoeasons not to do that,
among them:

4 ISPA consult (2006).
> Institut der Deutschen Wirtschaft (2003).



» decreased productivity beyond 8 hours per dagreog to ergonomic studies;

e increased labour costs because of additionaltiowerpay according to la-
bour agreements;

* resistance to more Overtime Work by trade unenmworkers’ councils;

« existence of other Flexible Working Time alteima$ which make more
Overtime Work obsolete;

(2) Part-time workis expected to increase in the forthcoming yebake the
Netherlands as a benchmark, where more than 4684 efmployees are identi-
fied as part-time workers in recent EU-statisti€empared with the Netherlands,
Germany’s proportion of 21.3% is rather low. Si2@®1, the national Part-time
Work Act (“Teilzeitgesetz”) guarantees the right edich full-time worker to
change to Part-time Work if employed in the compfomyat least six months. In-
teresting enough, it is the employer who has tog@that the company is not in
the position to fulfil the request of the employeeavork part-time;

(3) Work on Saturdays nothing special according to the national Wiagki
Time Act (“Arbeitszeitgesetz”) already mentionedhigh considers each Satur-
day as a normal working day like Monday or Tuesdguwever, trade unions and
workers’ councils strongly resist to the furtheparsion of Work on Saturdays,
still defending their traditional goal of the 5-gayorking week with a 2-days-
weekend for recreation and private life. In spiteheir resistance the new Shop
Trading Hours Act (“LadenschluR3gesetz”) was introatly allowing shops to be
opened on Saturdays;

(4) Work on Sundayss different and will always remain an exemptioe; b
cause Sundays are protected by law and also bgt@nrtradition for mental and
physical recreation. Nevertheless, there are veekepted reasons for Work on
Sundays, e.g. work in the public services, workntustry if required by technol-
ogy applied etc.;

(5) Staggered Work Schedulé&x groups or individuals have become very
popular when experience-based manpower planningssttmat a varying number
of staff members is needed in a department, e.g.aall center. The number of
employees working under such a time regime is érpeo increase with the on-
going change from an industry-focused to a serfocesed economy. To give an
example: one employee will start working at 7 athree others at 8 a.m. and the
rest of the group at 9 a.m. with the same or affietengths of times on the basis
of a daily manpower need analyses, saying how reamyloyers must be present
in the department at each point of time duringdhg

(6) Shift workis traditionally focused on specific branches adreamy such
as chemical industry, automotive industry and othass production industries.
Now, it is expanding to service industry as an #&netool to reduce costs and to
make better use of available capacities. Shift vaank be easily mixed with other
types of flexible working time, e.g. with part-tinveork, Saturday and Sunday
work and others;




(7) Time _accountsincluding short-term and long-term time accouate
booming, since the legal framework provides prgmetection against losses of
time credits in the case of company’s illiquidisg¢ the so-called Part-time Work
Act (“Teilzeitgesetz”) from 2001].

In summary, German companies dispose of a wideerafd-lexible Work-
ing time schedules to meet different requiremeeither as single tools or in
combination.

5. Labour force segmentation, New Psychological Ctiact and demand

for employability

Flexible Working Time has produced a new laboucéosegmentation com-
posed of two main categories of employees in a emymp

* a decreasing number of permanent workers (“Staslegschaft”) who work
full-time with an unlimited employment contract aack expected to stay in the
company during their whole professional life;

« an increasing number of Part-time Workers, FiXade Contractors, Tem-
porary workers and others who might be identifisda@condary workers (“Rand-
belegschaft”), in general less closely connectdt thie company.

Of course, the proportion of permanent workers sexbndary workers will
strongly vary from company to company. The phenaneas such has been rec-
ognized for many years and gave rise to some thuwlglonsiderations.

Some writers came out with the idea that the tiauad life-long employment
contract has been already substituted by a newosmmeint contract, called the
“New Psychological Contract’ This one will encourage employees to take over
the new role of a “manpower entrepreneur”, who @ésnmnently on search for
higher benefits. His or her decision to stay irtmteave the company, then, is a
matter of rational choice among two or more emplegtalternatives.

Another idea, closely related to Flexible Workinigng, is the demand faor in-
ternal employability(within the company) and for_external employabilitThe
last one should enable employees to move from ongoyer to the next one and
requires more and better training.

II. Personal experience and research on the econorreffects
of Flexible Working Time (Storytelling)

1. Economic effects as a subject of research

The economic effects of Flexible Working Time argeay challenging sub-
ject of interdisciplinary scientific research, iarpcular of management science
research which has focused on two questions:

Hiltrop (1995); Stone (2001); Fisk (2002);188n et al (2006).
" Ackermann (2005).



(1) How to measure the economic effects of Flex¥Wilerking Time schedules
on business (micro-economic) level and, still materesting,

(2) How to design and select Flexible Working Tiswhedules which pro-
duce and hopefully optimize the economic effectsirdd by company manage-
ment.

The following report is based on a new method edatStorytelling®, which
provides authentic information on what happeneddmyssing on personal ex-
perience and on own research and consulting wddkyt8lling will help us to
look behind the present state of Flexible Workinjd which has developed in
the course of some decades and is the resultatharrcomplex process driven by
management decisions, stimulating laws and labgreesnents, and, last but not
least by the pressure of the labour force.

2. The starting point: completely scheduled and uform standard
working time in the companies

When | started working at the end of the fiftiesdahe beginning sixties,
completely scheduled and uniform standard workiimg twas the rule all over the
country. Length of time (some 45 hours per weethose days) was determined
by labour agreement, while the official beginninglahe end of the daily work-
ing time was determined by management decisionsandas the distribution of
the working time over 5 days since Monday to Friday

As | worked with a very large company, thousandsvofkers queued up
every morning to pass the mechanical time recoraketise entrance doors of the
plant. Time control was very strict in those daysie recorders printed in black
when arrival time was before the beginning of tlaélydworking time, in red
when the worker was too late. The red printed tgoetrol cards were immedi-
ately dispatched to the superiors who were eagantmunce sanctions for re-
peated cases of being too late, e.g. pay reducticgven dismissal. There was
very strict control in the evening as well. Nobaglgs allowed to leave the plant
before the end of the daily working time, if hestie didn’t have a special permit
from his or her superior.

To be precise, there was already a minimum of fiétg in terms of 3-shifts-
work in production, overtime work in almost all depments, pre-forms of tempo-
rary works and also some part-time workers resii¢b cleaning and telephone
operation. However, the bulk of blue- and whitelaolvorkers worked full-time
on the basis of a life-long employment contractitompletely scheduled and
uniform working time schedule. So far as | can neriner, nobody asked for al-
ternatives and nobody was asked.

8 Faust (2006); Thier (2006).



It is rather easy to criticize those working tinohadules from a present point
of view as old-fashioned, bureaucratic and, maywen as inhuman and dis-
criminating for female workers. However, this adtiis only partially justified:

— strict working time control was well in line withe dominating “Scientific
Management” approach with its underlying model @nnfpeople don't like to
work and try to avoid it);

— the working time schedule applied perfectly ntet tequirements of the
company and was a part of the norms and valuedynadeepted by the workers.
Women were a very small minority in the company antl expected to express
special wishes regarding working time;

— legal framework in those times supported thetiagjsvorking time schedule.
Neither employers’ associations nor trade unionsvorkers’ councils showed
a strong interest in any kind of flexible workingné for whatever reasons.

3. Emerging Flexitime: a company’s response to rushour issues

In the sixties, | joined a management institutéhatUniversity of Mannheim
which started a first research project on Flexitimex high-tech company. Full-
time workers in this company were enabled to detheéenselves when to go for
work in the morning and when to leave their workpiace in the evening, within
a given time span of discretion. The basic idea vesg simple: Flexitime should
help the employees to reduce their travel timeri Biom the company’s loca-
tion. According to complaints of the employers,dail) travel time in the morn-
ing and in the evening was rapidly increasing bseaaf the growing number of
the labour force and the growing proportion amdregrt who used their own car.
The new flexible working time schedule was expededmprove the traffic
situation and to avoid traffic congestion in thegh&ouring streets to and from
the company. Many other companies recognized dasisituation in their envi-
ronment and started imitating Flexitime.

When Flexitime was introduced, social argumentygled. There was no or
very little knowledge on its economic effects ahd tonsequences to be expected
after the basic model was varied in different wdgely Management science re-
search identified four major effects:

(1) increase of work motivation and satisfactiorihef workers;

(2) reduction of overtime and connected overtim&s,0

(3) reduction of absenteeism and connected costs;

(4) increase of productivity for ergonomic reasergen workers are enabled
to adapt their working time to their individual garof physical work capacity

Later on, a fifth effect of Flexitime became obwdolrlexitime makes em-
ployers more attractive for job-seekers in timeS/r for Talents”.

In order to optimize those effects, various typeElexitime were elaborated
and tested, including extended periods of balantmg savings and time debts
of Flexitime-workers during the year, reduced oaraibned obligatory presence
modules, free choice at the end of the year tcstearparts of the time savings to



long-term time accounts for sabbaticals and eatlyement, expanded applica-
tion of part-time workers (“flexible part-time”) drother changes such as the sub-
stitution of mechanical time control either by étenic time control or, still more
progressive, by self-control (“Vertrauensarbeitsyeif the workers,

To be successful, Flexitime needed a new managetnecept instead of tra-
ditional “Scientific Management”. Such a conceptswafered in the seventies
and eighties under the labels “Management by Setdilon and Self-Control®
and “Management by Objectives” (MbO), who both added to a new model of
man, characterized by a strong need for responsibi& and for own decision-
making referring to work and work conditions. It sveecognized, that Flexitime
fits very well the new philosophy. In the meantirfiéexitime is a fully accepted
component of MbO which is directed to meet the gnowdemand for more flexi-
bility of the companies.

4. Research projects on Part-time Work

For a long time, Part-time Work was the typical é@yment system for un-
skilled or semi-skilled female workers in officesdaretail shops, but not for male
professionals and managers. However, at the begjnaf the 80s, Part-time
Work reached a proportion of 8.7% from all peopigtyed. There was a socio-
economic discussion on how to expand Part-time Vifonrivate and public or-
ganisations in order to improve employment anderaopportunities for working
women. There was also a beginning discussion ontifa Work for men, who
still rejected the new type of employment becaddeaditional reasons.

The time was ripe for intensified management seeasearch, covering a wide
range of issues among them:

* Measurement of Part-time Work’s economic effects;

« rational choice between Full-time Work and Paret Work;

* implementing Part-time Work for Professionals &tahagers. The “Mobile
Time-Project”;

« Part-time Work Act (“Teilzeitgesetz”) and its @guences for the companies.

a) Measuring economic effects of Part-time Work

Two questions were subject of a first researchegtan the 80s:

(1) what are the criteria to measure economic tffetpart time work?, and

(2) what is the result of measuring economic effeftpart time work, if those
criteria are applied?

Ad (1): The measurement of the economic effectsyimo means easy. The
reason is that not a single criteria, but a largeety of criteria are to be consid-

®  Hoff (2002).

10 Note that the introduction of Flexitime witha MbO-concept means a strong change of for-
mer tradition and challenge for all members of mpany, for managers and for workers as well. It
should be carefully prepared, therefore, e.g. loper training and coaching.



ered. Our research work suggested a multi-levétrai catalogue, composed of
four levels of economic effects (environmental etfe company effects, group
and individual effects) and 3—4 major categoriesftdgcts attached to each of the-
ses levels. To specify the categories 1-5 indisat@re applied.

Ad (2): The multi-criteria analysis of 70 studies Bart-time Work showed at
least two strong benefifs

» on company levelincreased efficiency, due to higher performanue lawer
labour costs, absenteeism and turnover of part-tumeers compared with full-
time workers;

« on individual level increased work satisfaction of the labour forCieis ef-
fect was most frequently observed when the workexd free choice between
part-time work and full-time work.

According to the study, the introduction of Pami Work was not only in
line with the required social responsibility of thbempanies towards society but
also with their genuine economic and social (hungar)s.

A purpose of the study was to show that there at@nly social and political
reasons for more Part-time Work in the companidsdiap economic benefits
which should support the increased applicationasf-Bme Work.

b) Rational choice between Full-time and Part-tiverk

Part-time Work has two possible sources:

(1) the transfer of an existing full-time job ine@mr several part-time jobs
(e.g. Job Sharing);

(2) the creation of one or several new jobs astpad jobs.?

It is understood that not every job will be suitafdr Part-Time Work, but if,
a rational choice between Full-time and Part-timerkVshould be made from
case to case to maximise total benefit for the @mp

For this purpose a second research project onTHag-Work suggested spe-
cific Cost-Benefit-Analysis, called SAMASY, a forinprocedure to identify the
working time schedule among a limited number oéralatives with the highest
total benefit in terms of pre-defined weighted eniei. Those criteria could be
taken from former research work. In a best casasin, each company would
select its own criteria and its own weighting fastathereby creating a tailor-
made evaluation model for decision-making in theaaof Flexible Working Time
— managemeft

¢) Implementing Part-time Work for Professionalsl aanagers. The “Mo-
bile Time Project”

In the 90s the German Ministry of Family, Seniafdymen and Youth took
the initiative for a very ambitious project, call¢kde “Mobile Time Project”.

1 Ackermann, Mez (1983), S. 597 ff.
12 Note: SAMASY was used for company-internaigmses only.
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Three specialized Working Time Research and Cangulnstitutes were em-
ployed to cooperate with about 100 companies ierotal introduce or to expand
already applied Part-time Work for professionald aranagers in the course of 3
years. The general goal was to produce a broadbdesa for a handbook to be
published at the end of the project for all compawho wanted more knowledge
and best practise-examples on implementing Pa#-Wiork for Professionals
and Manageré

For the Ministry, the economic effects of Part-tilMerk were rather side ef-
fects, while family policy and promotion of FemaMork in the society were of
primary concern. To motivate enough companiesitotjte Mobile Time Project,
however the expected economic effects received mark attention.

Some unexpected results of the research are bstiew:

(1) few managers and more professionals are alreadiing part-time. But
many more would like to change from full-time torfPtime Work;

(2) at a first glance, job requirements are thennmaasons for managers and
professionals, not to work part-time. The reseafobws that in many cases, job
requirements can be more or less easily changedpbynizing structures and
processes in the companies to allow part-time work;

(3) whether or not, managers and professionals warktime is less a ques-
tion of technical feasibility, but more one of onggational culture and of the
preferences of the Board of Directors;

(4) for managers, part-time models focussing ormysdnstead of 5 days per
week seem to be the most preferred ones.

The conclusion was that speeding up the applicatioRart-time Work for
professionals and managers, law should strengtieenghts of the employees to
choose part-time work if they want to.

d) The Part-time Work Act (“Teilzeitgesetz”) sin2@01 and its consequences

In 2000, a rather high percentage of employees atimguto 1/3 of the total
working population would prefer to reduce theirgaet working time per week
of roughly 40 hours by 2-5-hours. One year latex,Rart-time Work Act (“Teil-
zeitgesetz”) was introduced which, for the firghdi in history allowed all em-
ployees to change from Full Time to Part-time Waorlder specific prerequisite,
including*:

(1) Employment in the company at least since 6 hmnt

(2) Admission of the employer.

However, if the employer rejects, he or she mua good reasons for the de-
cision which might be examined at the labour coline Part-time Work Act also
enables employees to return from Part-time backulb-time Work, receiving

13 Bundesministerium fiir Familie, Senioren, Eraund Jugend BFSFJ (1998).

14 Ackermann, Heckel (2001), S. 663 ff.
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priority against other candidates. This and thegalibn of the employer, to ad-
vertise all vacant jobs in the company also foit-pare workers, has abolished
the traditional discrimination of Part-time Work.

5. New tools of Flexible Working Time in labour negtiations.
The price for the 35 hours week

In 1984, a very special labour agreement in meidlistry had the headlines.
It opened the door for a completely new set ofilllexWorking time schedules in
the companies. While the trade union party (“IG MEx was fighting for a re-
duced length of weekly working time connected Vit pay compensation from
40 hours to 35 hours, its counterpart, the resptmdtmployers’ Association
(VMI) offered admission, but wanted to minimize tlesulting damages for com-
petitiveness in the world markets by demanding drigiegrees of flexibility in
working time. After difficult negotiations and $tés, a compromise was finally
achieved including:

(1) The step-wise reduction of the working time3& hours per week for all
employees in metal industry, full pay compensafioovided, as wanted by the
trade union;

(2) Restricted application of reduced working timibe reduced working time
should not be applied to special target groupsh@dompanies which were al-
lowed to continue working for 40 hours per weekequest of the company. This
new tool of Flexible Working Time was called “Difntiation” because for the
first time in the history of labour negotiationsete was no longer the one single
weekly working time for all employers, but sincesthon differentiated weekly
working times, which allowed companies to havertieperts and key perform-
ers working longer than the remaining bulk of tHalour force. Originally, the
proportion of longer working employees was resgdcto 10% or 18% of a com-
pany’s total labour force depending on the regibmabour negotiations. Since
2005, when a new agreement between the two saaitilgrs was closed at Heil-
bronn (“Heilbronner Abkommen”) this percentage cee up to 50% under de-
fined prerequisites.

(3) The most important contribution to Flexible Wiog Time however, is
“variation”. “Variation” means that the standard nking time agreed upon, say
35 hours per week, must be reached on the avefegelefined period of time,
e.g. within 6 months. The following Fig. 2 showsexample.
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Figure 2
A Simplified Model of Flexible Working Time by “Var iation”.
Weekly Working Time
A
Scheduled

production curve
Upper Limit: -

45 hrs

Standard:
35 hrs

Lower Limit:

25 hrs Time Periods

»

Januaryi Februaryi March April May June
1 1

- b
1
1
1
1

-4

Company may decide in cooperation with Workers @duthat Working
Time in the first 3 months will be 45 hours per Weend in the following 3
months 25 hours only, while the employees recdnegr unchanged pay during
the whole period based on 35 hours per Week

[ll. Flexible Working Time with Time Accounts

Individual time accounts for employees are an alteotmust”, whenever
employees are allowed or forced to work more os tean the contractual work-
ing time. They show the contractual working timel @ime daily deviations of real
working time in terms of working time savings (“Zgithaben”) and working
time debts (“Zeitschulden”), resulting in a positier negative balance at the end
of the month.

1. Studies on the time accounts applied

Nor surprising, individual time accounts are clgsebnnected with Flexible
Working Time and as widespread as Flexible Workiinge is. The SFS-study,
already cited (see Fig. 1 above) counted 48% cdrafployees working with time

1% Note: the multitude of tools required compmesive planning of flexible working time. See

Ackermann (1986, 1987), Ackermann, Hofmann (19880).

13



accounts. A more detailed study of WSI in 2004 20@5° applying another data
collection method gives some more insights; threenntypes are distinguished
and quantified:

(1) short-term working time accounts (“Kurzzeitkent) up to one year,

(2) long-term working time accounts (“Langzeitkditanore than one year,
and finally

(3) special long-term working time accounts regtdcto partial retirement
(“Altersteilzeit”).

Ad (1) Short-term working time accounts are mosgtrently applied. The
WSI-study identified 73.6% of private and publigganisations with Workers’
Councils, which manage Flexible Working Time by gHerm working time ac-
counts, measuring working time savings and workiimg debts from “Variation”
of standard working time, “Flexitime” and “Overtithéel'hey are tailor-made ac-
cording to the needs and wants of the respectimgaay in cooperation with the
Workers’ Councils with varying upper limits for wdng time savings and work-
ing time debts (up to 150 hours, that is aboutigftehours-days) and also with
varying lengths of time for balancing short-termriging time accounts (from
1 month up to 1 year).

It should be mentioned that short-term and othpe tgf working time ac-
counts need a standard procedure for measuringcthial working time of the in-
dividual employee. This might happen through exkoontrol by mechanical or
electronic time recorders; a well-known alterngtivewever, is trust-based work-
ing time (“Vertrauensarbeitszeit”).

Ad (2) Long-term working time accounts are far |ésxjuently applied ac-
cording to the WSI-study with only 6.5% of all orgsations investigated. They
differ from the short-term working time accountdifferent respects:

* The focus is not so much on varying employmequirement which may be
the main argument for short-term working time actsu Long-term working
time accounts are and will be designed to collédtrae savings of an employee
for long-term purposes such as sabbaticals (extevaeancies), advanced educa-
tion by degree and non-degree courses at uniwssiusiness schools or other
training institutes, early retirement etc. is expdg that this service will help to
strengthen the retention of managers and high peeis to the company.

The sources for long-term working time accountsadse different, including
excess time from short-term time accounts at tlieoénthe year, scheduled salary
conversion of current pay components to time savisgheduled transfers of ex-
tra pay, e.g. Christmas bonus etc. This proceduedtractive for the employees
because of income tax-reason, and also for the ani@p.

Long-term working time accounts have either no upipet for time savings
or a very high one up to several hundreds of houhich enables the time ac-
count holder to retire one, two or even more yearsier without income reduc-

18 wirtschafts- und Sozialwissenschaftlicheditas2005.
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tion or, as an alternative, to take a one yeaatical for private reasons and
then to continue working.

Ad (3) There are special rules for partial retiramehich justify to introduce
separate accounts for this special purpose. Pagtisment was already subject
of former remarks and will not be analysed further.

2. An example of integrated short-term and long-tem working time
accounts from industry

Both, short-term and long-term working time accsuate subject of com-
pany-specific agreement. One of numerous examplgisawn below (see Fig. 3).

Figure 3

A conservative model of integrated time accounts imdustry

Short-term
working time account

Extra pay
for over-
time work

Payed
Overtime

Working
Time
credits up
to the
limits of
+72 hours

Working
time debts
up to the
limits of

— 36 hours

according to Work Time Act and Labour

Flexitime between 6 a.m. and 7 p.m.
Adreemen

Current pay to
the employees

N

Long-term
working time account

Booked on long-term
P working time accountt

A

Reduction in
terms of three
days or five half
> days per month
in cooperation
with the superior
and adjusted to
job requirements

Balance in terms
> of additional
working time

J

2a) Flex 1 for younger
employees: Balance
as soon as possible

2b) Flex 2 for employ-
ees older than 45
years: accumulating
for early retirement

The example described is very simple and was selemtly for didactic rea-
sons: short-term time accounts are restrictedegifiihe workers who should not
exceed the limits of 72 hours plus (= 9 days) a@dh@urs minus (= 4.5 days) on
their time accounts. Overtime is separately boaked can be transferred to the
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long-term time account at the end of the year, whenthis is wanted to by the
employee ad admitted by his of her superior anceduired by the Workers
Council. Overtime transferred to long-term time @oat will be handled differ-

ently, depending on the age group of the emplogee Fig. 3).

Obviously, there is much to change in order to maprWorking Time Flexi-
bility and its economic effects for the companyddor the employees) e.qg.:

(1) Open the present short-term time account foersources of working
time credits and working time debts, including ‘faéion” of standard working
time in the company, overtime and others;

(2) Rise the limits of 72 hours plus and 36 houimsus according to forecasts
of employment variations;

(3) Allow more and longer blocks of time to reduitee credits on short-term
time accounts, beyond three whole working dayswar fialf days per month, if
possible and admitted by the superior;

(4) Enlarge transfers from short-term to long téimme accounts, e.g. by ex-
cess far beyond the defined upper limits of shemttime accounts, which oth-
erwise are lost for the employees;

(5) Consider the case that an employee might havmdividual agreement
with his or her employer to work permanently oweg tor more hours per week
more than really paid by the company. The diffeechetween actually achieved
working time and paid working time, e.g. 5 hours week, might be also booked
on the long-term time account alone or in comboratith other types of direct
or indirect salary conversion.

It becomes clear that there is a multitude of d&ifie architecture for time ac-
counts which are expected to become still more mapbin the future.

3. Managing time accounts

Time accounts can only inform on when and how lmdividual employees
were present in their office or in their plant, mat, whether they made best use
of their working time or not. Some critics suppds®t time accounts increase the
motivation of workers to stay at their workplacader than necessary, “because
each minute counts” either for short term or fargdgerm time accounts.

At the moment, it is difficult to decide on sciditigrounds, if such a trend
really exists or not. Nevertheless, some concepteamaging time accounts are
already offered, which should avoid that too muatrking time credits are as-
sembled on the time accounts by a special behawbihe employees called
“Minutenschinden” (meaning to maximize working tiroe time accounts even if
not justified by the employment situation).

One management concept was already described,dprgviimits for time
credits and time debts which are not allowed t@xeeeded. A more elaborated
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management concept is called “traffic light contéptmpelkonto), because three
phases of a time account are precisely distingdigi@ugh proper definitidh

(1) “green” phase: acceptable amount of time csgdit time debts)

(2) “yellow” phase: still acceptable amount of ticredits (or time debts), but
need for action in order to avoid further increasd promote reduction;

(3) “red” phase: not acceptable amount of time itse@r time debts) to be
out of order and should be cut right from the s$poall means

The idea behind is, that employee should be lefialin his or her decision-
making on working time as long as time accountithiw the “green” phase, that
in the “yellow” phase his or her superior shoulddarmed and is expected to
give advice how to return to the “green” phasetha “red” phase the superior
should act and improve the situation with or evatheut the assistance of the
employee.

There are other management concepts not subj#ot piresent report.

4. Insolvency Insurance of long-term Time Accounts

Though, required by law and by a growing numbetabbur agreements in
different sectors of the economy, only 26% to 39%the companies with long-
term Time Accounts have already introduced “insobyeinsurance®. A wide
range of Insolvency Insurance models are available:

» “Block account-Model.”: company transfers a reasd@@amount of cash to
a company-owned “block account”, which in principie not at the disposal of
the company;

* “Holding company clause-Model”: companies beingsidiaries of a hold-
ing company, receive agreement, that the holdirgtake over the obligation to
pay for the existing time accounts in the casensblivency of one or the other
subsidiary;

» “Bank guarantee Model”: company receives guarargeg,from its house
bank, amounting to the value of the time accoumtguestion. For this service,
the company has to pay a provision;

* “Funds-Model”: company invests the value of long¥elime Accounts in
external funds which then are available in caseoafipany’s insolvency, for pay-
ing to the employees.

Which of these and other models will be choserg @ubject of managerial
decision-making. However, it should be noticedt tiat each of the models men-
tioned above, really fulfil the true purpose ofdh&ncy Insurance.

7 Kutscher (1996).
8 (WSI-study 2004/2005).

17



IV. Final Remarks

The present report on Flexible Working Time in Gany and its Economic
Effects is based on the research work of the authdrof other institutes with
special interests in the subject. The situatioG@émmany is described in some de-
tail, without any attempt to consider feasibilitydabenefits of transfers to other
countries. All concepts, tools and instruments diesed have its own country-
specific history and should be carefully analyzdukether they fit other cultures
and structures. Nevertheless, the present repahtninclude general lessons
learned to be easily applied with or without soraegssary adjustments.
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