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ATYPICAL MODES OF EMPLOYMENT IN 
EAST GERMAN SMES - PATTERNS OF 
UTILIZATION, INTENTIONS AND PROBLEMS

This article at hand presents the results of an explorative empirical investigation in East German SMEs. 
The focus of the article is on the usage of different modes of atypical employment by these firms. 
Additionally, the purposes as well as the difficulties accompanying this practice are highlighted. Moreover, 
the results of the survey will be interpreted in different ways.

Large firms have, for some years used atypical forms 
of employment, such as part-time work and temporary 
employment. However, in Germany nowadays small 
and medium sized firms (SMEs) are also using such 
forms. Atypical employment seems to be an 
appropriate means to deal with the situation of SMEs, 
as these firms are under increased pressure to cut down 
costs and to become more flexible. Compared to West 
Germany, East German SMEs use atypical employ­
ment more intensively (Schäfer, 2000: 46.p.; Dűli -  
Ellguth, 1999: 279.p.). This is often motivated by their 
economic situation, which is defined as precarious.

The following chapter highlights relevant findings 
from the German literature on atypical employment in 
SMEs. Subsequently, I outline the two research 
questions of the study. Following the description of the 
sample and the methodology, the results of the study 
will be presented. The following discussion highlights 
possible factors influencing the results as well as its 
implications with regards to the management and the 
employees. The concluding remarks will summarize 
the main findings and will outline further research 
directions.

Atypical employment in German SMEs

In the Federal Republic of Germany the use of atypical 
employment by larger firms is slightly decreasing. In 
contrast, the usage by SMEs is increasing (Rudolph -

Schröder, 1997: 11 l.p.; Dűli -  Ellguth, 1999: 279.p.; 
Krömmelbein, 2000: 140.p.). Therefore, it is argued 
that typical unlimited employment in German me­
dium-sized businesses tends to disappear (Bellmann et 
al., 2004: 40.p.).

On the one hand, the reason for the increased use of 
atypical employment by SMEs is seen in the fact, that 
such employment could particularly be found in newly 
founded and young firms that are small and medium in 
nature (Hoffmann -  Walwei, 1998: 419.p.; Schäfer, 
2000:46.p.). This point is also highlighted in the 
international discussion by Melissa Cardon (2003). 
She understands atypical employment as the pos­
sibility to bolster the growth of newly founded SMEs. 
According to Cardon (2003: 363.p.), different forms of 
atypical employment seem to be useful in different 
developmental stages of the firm (start-up, expansion, 
maturity, and diversification).

On the other hand, like with large firms, positive 
performance outcomes are expected, in particular inc­
reased numerical flexibility and cost savings 
(Brewster et al., 1994: 170.p.; Nienhliser -  Baumhus, 
2002: 75.p.; Corral -  Isusi, 2003: 2.p.).*

An additional reason for the increased use of 
atypical employment by SMEs could be institutional 
isomorphism (Mayne et al., 2000: 72.p.). Small and 
medium sized firms imitate the apparently successful 
strategies of large enterprises to cope with increased
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competition. In Germany such behaviour is fostered by 
the increasing amount of academic and non-academic 
literature on atypical employment (Martin -  
Nienhiiser, 2002: l.p.) and by the fact that this form of 
employment is accepted within the society (Grimm, 
2004).

According to some statistics, firms in East- 
Germany, which are predominantly small and 
medium-sized, are using atypical employment on a 
higher level than firms in the western part of the 
country (w/o author, 2000: 4.p.; Schäfer, 2000: 46.p.; 
Dull -  Ellguth, 1999: 279.p.). However, according to 
other sources, diverse developments could be observed 
in different modes of atypical development (Bellmann 
et al., 2004: 40.p.; Hoffmann -  Walwei, 1998: 418.p.; 
IAB-Betriebspanel Ost, 2003: 28.ff.). The increased 
usage of atypical employment in East-Germany is 
explained with the higher economic uncertainness of 
the firms and prevalent governmental provisions of 
work for the unemployed (w/o author, 2000: 5.p.; 
Schäfer, 2000: 46.p.; Vogel, 1999: 16.p.). Moreover, it 
is argued that firms in the Eastern part of Germany are 
precursors of future production and employment 
models, as they still face the consequences of the 
radical transformation processes (Brinkmann, 1996, 
2003).

Altogether, the German research on atypical 
employment in SMEs is often reduced to statistical 
analysis of its degree of use. However, the aims of the 
usage of atypical modes of employment and whether 
these can be achieved are so far no topic of discussion. 
It is often implicitly assumed that SMEs use atypical 
employment for the purposes of increased flexibility 
and reduced labour costs. Nevertheless, possible 
problems that are typical of SMEs are neglected. Of 
course, one can assume that these might be similar to 
those of large firms, e.g. learning and adaptation 
problems, reduced quality or lower degrees of trust 
(Brewster et al., 1994: 17l.p.; Cardon, 2003: 360.p.; 
Pearce, 1993: 1090.p.). Nonetheless,-empirical data on 
specific difficulties of SMEs is not available.

Based on the literature, it could be concluded that 
there is a lack of research on atypical employment in 
SMEs. In particular, the following research questions 
are not addressed so far: Why is atypical employment 
used by SMEs? Do the firms favour certain forms? If 
so, why? What are specific difficulties encountered by 
the management and the employees? It could be 
assumed, for instance that SMEs have more
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difficulties with temporary employment agencies than 
large firms, as they use temporary workers less often 
and on low scale. Therefore SMEs have less power 
over these agencies. Moreover, it could be expected 
that SMEs face more internal difficulties with atypical 
workers, as they usually need motivated generalists. 
Additionally, the intense social relationships among 
the employees could make atypical workers to 
oppressed outsiders, on the one hand. On the other 
hand, the usage of atypical workers could lead to 
tensions between the core employees and the firm’s 
management.

Research Questions
The presented study addresses a set of the research 

questions mentioned above. Based on an empirical 
investigation among East-German SMEs, the various 
forms of utilisation of atypical employment as well as 
its aims and the difficulties accompanying this practice 
will be highlighted. On the one hand, the focus on 
East-German enterprises is motivated by the location 
of the home university of the author. On the other 
hand, East-German firms are usually small and 
medium sized and it is expected that they use atypical 
modes of employment because of their precarious 
economical situation.
The aim of the study is to develop a picture of atypical 
employment in East-German medium-sized
businesses. Thereby two points are focused on:
• Firstly, the intentions of the firm’s management to

use atypical employment will be addressed. It is 
assumed that such employment is used
predominantly because of economic reasons. This 
assumption is deduced from the literature, where 
cost savings and flexibility are the main arguments 
for the use of atypical employment. However, the 
questionnaire also comprised social aims, such as 
to increase employee motivation and satisfaction.

• Secondly, the study focuses on difficulties the
enterprises face, when they use atypical
employment. To get a comprehensive picture the 
questionnaire comprises nearly all difficulties 
known from the literature. Moreover, the responses 
regarding actual problems with atypical
employment made by the firm’s management are 
contrasted with responses from worker
representatives. It is assumed that worker 
representatives perceive different problems than 
the management does.
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In addition to the predefined answers, the 
questionnaire provides room for own comments by the 
respondents. Thus, they have the opportunity to make 
additional statements.

Sample and Methodology

The explorative cross-section study is based on a 
two-page questionnaire that was sent to the 
management of 736 SMEs (between 20-1000 
employees) in Saxony and the neighbouring federal 
states of Thuringia, Brandenburg, and Saxony-Anhalt. 
The addresses were generated from the data base 
„ABC of the German Economy”.

288 questionnaires were returned (rate of return 
39.1 %). All of them were included in the analysis. 
The better part of the questionnaires came from firms 
in Saxony (168), the remainder from Thuringia (41), 
Brandenburg (8), and Saxony-Anhalt (34). Thus, the 
number of the returned questionnaires is Saxony- 
centred. The number of employees varied between 5 
and 900.

The allocation of the firms on different branches is 
shown in table 1.

Table 1

Branch allocation

Branch Percentage

iron and steel industry, non-ferrous metals 15,3
machine construction, apparatus engineering 12,8
construction, sub-construction work 9,7
chemical industry 8,7
leather 6,3
electrical engineering 4,9
food and luxury food industry 4,5
stones, earths, glass, ceramic, porcelain 3,5
wood, furniture 3,5
plastics 3,5
services 3,5
research and development 2,8
automotive industry 2,8
textile industry 1,4
precision mechanics, optic, watches 0,7
media industry 0,7
tool making, mould making, model making 0,3
toys 0,3
not specified 14,9

In addition to the management questionnaires we 
sent questionnaires to worker representatives in 
Saxony. The 40 returned questionnaires were included 
in the analysis; especially the responses of the worker 
representatives on difficulties with atypical 
employment in the companies.

The study focused on four different forms of 
atypical employment:
• temporary employment (employees from a 

temporary employment agency, based on specific 
regulations in Germany law)

• part-time employment (employees with tempo­
rarily or permanently reduced working hours)

• short-time employment (in Germany so called 
„Mini-Jobs” with up to 400 Euro remuneration)

• telecommuting (employees, who work at home 
using computers and who communicate with the 
firm via phone, fax machine, or the internet)

It is assumed that these forms are used most 
frequently by the firms and therefore are well known 
to them. However, the respondents had the opportunity 
to mention the use of different forms of atypical 
employment in the questionnaire.

Results

Ways of utilisation
Most of the East-German SMEs use atypical 

employment (87.5 %). 12.6 % of the firms do not use 
this form of employment, because they need specific 
employee qualifications or they believe that the 
disadvantages of atypical employment prevail.

Figure 1 shows, how the different forms of atypical 
employment are used by the firms.

Figure 1:

Firms utilisation of different forms of atypical 
employment

tele-
commutinq other

part-time
em ploym ent

(24.3 %)
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The usage of employees from a temporary 
employment agency is the dominant form of atypical 
employment in East-German small and medium sized 
businesses. Part-time work and short-time employ­
ment constitute the middle field. There is virtually no 
use of telecommuting by the firms. Other forms of 
atypical employment, mentioned by the firms, were 
temporary jobs by pupils and students, student 
trainees, and home workers.

The proportion of atypical employment of the total 
number of employees of the firms is low (mostly less 
than 10 %). Consequently, the results of this study do 
not support the argument held by some German 
authors, that typical unlimited employment is 
substituted by atypical employment. In contrast, 
German small and medium sized companies tend to 
use different forms of atypical employment as 
supplement to their regular staff. The firms maintain 
stable core staffs, which are expanded with flexible 
forms of employment, when necessary.

Figure 2 outlines the fields of utilisation of atypical 
employment.

Figure 2:

Fields of utilisation of atypical employment

administration
department

production line 
(67,4  % )

Atypical employment is predominantly used in 
production lines (67.4 %), normally as temporary 
work. Only a few firms use atypical employment 
(normally short-time employment) in the 
administration department (4.2 %). To some extent, 
atypical employees are used in production lines and 
administrative department (15.6 %).

Intentions of utilisation
The question as to whether atypical employment is 

used to achieve certain objectives, is affirmed by 76.6 
% of the companies (23.4 % deny).2 In Figure 3 the 
different objectives are presented.

The results show that economic objectives domi­
nate, particularly increased productivity (by cost

savings) and increased flexibility. The same results are 
found when the different forms of atypical 
employment are analysed separately.

Figure 3:

Firm’s objectives to use atypical employment 
(multiple selections)3

increased flexibility 1 59,7%

increased productivity ] 23.2%

increased use o f em ployee 
capabilities

□  4,5%

enhancement o f worker 
satisfaction □  3,9%

enhancement o f motivation □  2,6%

improvement o f  work climate i  1,3%
increased participation of  

em ployees in planning and 
production processes

01%

others 13.9% _

94 % of the firms achieved their objectives, by and 
large. 2.5 % denied such a goal achievement. Some 
firms (3.5 %) stated that they achieved the objectives 
only to some extent. They mentioned reasons such as 
low qualification and motivation of atypical 
employees as well as time-consuming break-ins. 
However, these statements are predominantly 
connected with temporary employment.

Problems of utilisation
Although the management of the firms very often 

stated that goals have been achieved by and large, it 
faces a set of problems. Figure 4 outlines the problems 
perceived by the management.

The management of the SMEs emphasises econo­
mic difficulties, such as problems with co-ordination, 
quality, and performance. The frequent change of 
atypical employees could also be interpreted as econo­
mic difficulty, as such change leads to costs of emplo­
ying new personnel as well as expenses for break-in. 
The same results are found when the different forms of 
atypical employment are analysed separately.

The responses regarding actual problems with 
atypical employment made by the management of the 
firms are contrasted with responses from about 40 
worker representatives (see figure 5).

Due to the limited number of questionnaires 
received by the worker representatives, responses 
could not be compared directly. However, two aspects 
should be raised here.
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Figure 4:

Problems with atypical employment perceived by the management 
(multiple selections)4

quality problems 
lower performance as expected 

frequent change of atypical emloyees 
problems with coordination 

cost savings lower than expected 
control problems 

problems with temporary employment agency 
worsening of work climate 

loss of trust with the core staff 
low motivation 

atypical employees have no trust in the fim
others

1 22,9%

I 20,0%

18,4%

10,5%

I 9,3%

I 5,8%

3,9% 

I 3,9%

2,3% 

I 1,9%

I 1,6% 

□  0 , 8%

Figure 5:
Responses of management and worker representatives regarding difficulties 

with atypical employment in the firms (multiple selections)5

quality problems 

lower performance as expected 

frequent change of atypical emloyees 

problems with coordination 

cost savings lower than expected

control problems
problems with temporary 

employment agency
worsening of work climate 

loss of trust with the core staff

low motivation 
atypical employees have no trust in the fim

others

5,0% 10,0% 15,0% 20,0% 25,0%

management □  worker repesentatives

Firstly, worker representatives emphasise not just 
economical difficulties. In particular, they stress social 
problems, such as worsening of the work climate or 
loss of trust. Secondly, worker representatives are 
more critical than the management. This is shown in 
the number of problems indicated, that is 2 (mana­
gement) against 3 (worker representatives).

Discussion
The data show that East German SMEs use several 

modes of atypical employment, in particular

temporary employment, part-time 
work, short-time employment. Ho­
wever, temporary employment is 
the dominant mode. The lower rate 
of part-time work and short-time 
employment among the SMEs 
could be a result of some particular 
German regulations on temporary 
employment. Temporary employ­
ment agencies have to guarantee 
the appropriate qualification of 
their employees. Thus, the firms 
are able to get the right employee 
for the right job, at least theo­
retically. If the employee is not sui­
table they have the right to replace 
him, like a faulty good. Conse­
quently, temporary work has more 
advantages for the firms, as there 
are no costs for selection of per­
sonnel and break-in.

The very low usage of 
telecommuting found in this study 
stands in sharp contrast to the 
results of a recent study among 
firms in the area of Rhein-Main 
(West-Germany) made by Silvia 
Krömmelbein. She shows that me­
dium-sized firms (50-499 emplo­
yees) have the highest rates of 
telecommuting (Krömmelbein, 
2002: 140.p.). On the one hand, the 
differences could be explained by 
the necessity of good computers 
and communication equipment as 
preconditioned for telecommuting. 
However, East-German firms 
usually do not have the financial 
re-sources to invest in information 

and communication technology. On the other hand, the 
owners and CEOs of East-German SMEs have an 
orientation towards control and centralisation 
(Meinerz, 1996; Alt -  Lang, 1997, 1998). However, 
with telecommuting, employees often work at home 
and therefore could not be monitored and controlled 
directly (Dimitrova, 2003: 191.p.; Topi, 2003: 81.p.).

The predominant utilisation of atypical 
employment in production lines indicates that this 
division could apparently be more easily split in 
different sub-processes and sub-tasks, which then are
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realised by different forms of atypical employment. 
Furthermore, the production line is the division of the 
companies where flexibility is realised. This, however, 
implicates that in production lines, a lack of trust 
between core staff and management could be 
expected. The job security of the core staff if 
permanently threatened when more flexibility is 
needed.

The goals of the company’s management that 
conducts the use of atypical employment are 
predominantly of economic nature. This result, which 
is in line with the first research question, could be 
explained because of three reasons.

Firstly, it reflects response behaviour typical of the 
management. Against outsiders of the company, such 
as researchers, managers normally emphasise rational, 
economic and performance objectives. Moreover, such 
rational behaviour could also be internalised by the 
East-German CEOs, because they often are engineers. 
Alt -  Lang (1998) and Lang -  Müller (2001) found out 
that this particular background affects the behaviour of 
the East-German managers, which is described as 
rational and performance orientated.

Secondly, the low percentage of social objectives, 
such as to increase motivation and employee 
satisfaction, could be interpreted as specific 
orientation of the firm’s management towards atypical 
employment. Such forms of employment are 
predominantly used by the management for economic 
reasons, whereas different instruments (e.g. flexible 
working hours) are perceived as useful for social 
objectives.

Thirdly, and in connection with these two aspects, 
the emphasis on economic objectives could indicate 
that the decision to use atypical employment is made 
by the management. Employee demands to reach a 
better work-live balance when working short-time or 
part-time is not a main reason for the utilisation of 
atypical employment in East-German small and 
medium sized business.

The management equally perceives economic 
problems such as frequent change of employees or 
reduced quality, associated with the company’s usage 
of atypical employment. However, responses of the 
worker representatives also indicate social problems, 
such as worsening of work climate or loss of trust. The 
worker representatives normally are in direct contact 
with the core staff and atypical employees. Therefore, 
they perceive social problems on a higher level. 
Moreover, worker representatives emphasise more
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control and coordination problems compared to the 
management respondents. As the representatives are 
directly involved in the production process, they face 
difficulties, such as the need of vocational adjustment 
or the inadequate capabilities of atypical employees, 
on a daily basis. Therefore, they perceive such 
problems more often than the firm’s management 
does. Furthermore, the worker representatives are 
more critical. On the one hand, this is due the more 
comprehensive experiences the worker representatives 
have on atypical employees in their everyday work. In 
contrast, it could be assumed that the management 
does not perceive all problems, because it is not 
involved in the day-to-day interaction processes on the 
work floor. On the other hand, the worker 
representatives’ critical attitude towards atypical 
employment could be motivated by the fear that co­
determination will disappear. Atypical employees are 
normally unaccounted for co-determination. 
Therefore, their rights are not represented by worker 
representatives.

Conclusions

Atypical modes of employment are established in 
East-German SMEs. The decision to introduce 
atypical employment is normally made by the firm’s 
management, under economic considerations. Social 
purposes are less addressed. Although the management 
of the firms often stated that goals have been achieved 
by and large, it perceives a set of problems, in 
particular of economic nature. In contrast, the worker 
representatives also raise social problems. Moreover, 
they see the usage of atypical employment from a 
more critical point of view.

Looking at the amount as well as the manifoldness 
of the problems mentioned by the firm’s management 
and the worker representatives, it becomes 
questionable whether the target advantages really are 
attained, as perceived by the management of most of 
the firms. Here, the perception of the management may 
have some bias based on two reasons.

Firstly, to dealing with the experienced difficulties 
needs time, investments in coordination and conflict 
management, as well as personnel efforts. However, 
these aspects often are neglected in economic 
considerations, as they are not detected by the 
company’s cost accounting. Thus, there is no firm 
specific comparison of the advantages and
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disadvantages of atypical employment in economic 
terms, such as earnings and costs. The management 
considers earnings and costs savings, however 
neglects efforts to deal with difficulties.

Secondly, the firm’s management is often not 
informed about all the problems of the company. To 
some extent, employees on the shop floor deal with 
difficulties that occur with atypical employment 
directly. As long as they can successfully deal with 
difficulties, they often do not report them to the 
management. Another explanation for the fact, that 
difficulties are not reported to the management, could 
be the fear of the employees of experiencing 
disadvantages or backlashes.

The present study only provides first insights to 
atypical employment in SMEs. Further research is 
needed in order to specify the causes of various 
problems. This could be a first step in order to develop 
strategies to cope with difficulties. Hereby, it could be 
assumed that certain difficulties are connected to 
different modes of atypical employment. Another 
future research direction in the field of atypical 
employment in SMEs is to analyse in detail, how the 
firms cope with the perceived difficulties. Interviews 
or direct observation in selected SMEs would allow for 
comprehensive insights into firm’s processes. Thus, 
the more formal processes of coordination and control 
as well as the more informal social processes could be 
investigated. A particular research question would be 
how the different interest groups of a company are 
involved in problem solving.
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Endnotes

1 All in all, the German discussion on atypical employment emp­
hasises aspects of cost savings and flexibility raise. Different 
aims, such as to keep excellent employees in order to provide 
them opportunities for an individual work-live-balance (Tilly, 
1992), or contingent workers as resource to acquire new know­
ledge (Matusik -  Hill, 1998; Foote -  Folta, 2002), could be 
nearly exclusive found in the international discussion.

2 The question, whether this indicates a strategic utilisation of 
atypical employment, a point raised by Mayne et al. (2000: 
72.p.), could not be answered from the available data.

2 The category „others“ comprises statements such as, search for 
qualified employees by temporary work, search for new know­
ledge, and prevention of familial problems.

4 The two entries in the category „other“ are: „long access routes” 
and „problems with workers council”.

5 In the category „other“ the worker representatives made the 
statements „frequent break-ins burden core staff1 and „voca­
tional adjustment is needed in order to get the desired perfor­
mance”.
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