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Abstract 

This paper investigates cross-company variation in the core-periphery 
configuration of the workforce. The empirical focus is on four automotive 
plants in Germany, which differ in terms of their organisation of agency work. 
The comparison reveals that there is no automatic relationship between skills, 
products and company workforce structure. As traditional employer-driven 
explanations such as production requirements and skills fail to make sense 
of the variations encountered, the main argument of the paper is based on 
the power-resource approach. More specifically, the strategy devised by works 
councils in relation to managerial imperatives has a major role in shaping 
employment and the core-periphery configuration in the subsidiaries. The key 
power resources that condition the strategy adopted by worker representatives 
are constituted also beyond the workplace, insofar as the plant’s socio-
economic context – including factors such as the local unemployment rate, 
or the threat of outsourcing and labour market deregulation – matters as 
much as the company-level industrial relations. The paper thus challenges the 
interpretation of segmented labour markets as a dual efficient equilibrium and 
points out the political and contested nature of segmentation. The empirical 
evidence presented here has a wider significance as practices in German 
automotive MNC, characterized by Europe-wide production networks, are 
likely to affect a large number of workers across Europe.
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1. Introduction

Contingent work has been growing in all advanced political economies over the 
last twenty years (Parent-Thirion et al. 2007; Stone 2013). This phenomenon 
has been widely researched, especially with regard to its social and economic 
consequences. Sociological enquiry reveals that atypical job contracts – often 
associated with low pay – contribute to the labour market discrimination of 
disadvantaged groups such as unskilled, young workers, migrants and women 
(Vosko 2000; Maurin and Postel-Vinay 2005). Precarious working and 
living conditions limit individuals’ ability to plan their life and to successfully 
integrate and actively participate in society (Bourdieu 1998; Fantone 2007; 
Castel and Dörre 2009; Standing 2011). Management studies, by contrast, 
adopt a narrow perspective and look at the impact of contingent work on 
companies’ performance, finding a positive or neutral relationship (Ellingson 
et al. 1998; Ang and Slaughter 2001) or a negative correlation between the two 
variables (Appelbaum and Granrose 1986; Broschak et al. 2008). 

Contingent work has also been investigated as outcome, especially in cross-
country studies looking at international variance in relation to the extent of, 
and differing forms taken by, atypical work. Government policies, labour 
market institutions such as employment protection legislation and collective 
bargaining, and the structure of social security contributions, have been found 
to influence the national pattern of labour market segmentation. These factors 
affect the cost-benefit structure faced by employers when they take decisions 
over staff planning (Houseman and Ōsawa 2003; Olsen and Kalleberg 2004; 
Häusermann and Schwander 2010). 

Interestingly, little research has been done on the causes of the (increasing) 
use of atypical work. As Kalleberg writes, researchers have not paid enough 
attention to ‘the forces behind the growth and consequences of precarious 
work and insecurity’, taking the ‘employment relationship for granted’ 
(Kalleberg 2009: 11). The recent literature on labour market segmentation has 
interpreted the use of nonstandard work as the result of employers’ efficiency-
seeking strategies, which are aimed at achieving greater flexibility and cutting 
labour costs under the pressure of global markets. Labour market deregulation, 
the spread of flexible contracts and low wage levels have often been presented 
as inevitable consequences of increased international competition (Purcell 
1998; Palier and Thelen 2010; Hassel 2012). Few authors have adopted a 
less functionalist perspective or investigated the dynamics underlying labour 
market segmentation. The few who have done so have pinpointed, as one of the 
main causes, the erosion of national industrial relations institutions, that is, 
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the declining ability of labour to counteract employers’ segmentation strategies 
(i.a. Lillie and Greer 2007; Gautié and Schmitt 2010; Doellgast 2012). 

This paper contributes to the latter strand of literature in that it argues 
for the political nature of labour market segmentation, questioning the 
explanatory power of ‘efficiency-theoretical concepts’ (Streeck 2009: 4). It 
investigates the cross-company variation in the segmentation of the workforce 
between standard and nonstandard contracts, that is, in the core-periphery 
configuration, in four automotive plants in Germany: BMW in Leipzig 
and in Munich, Ford in Cologne and VW in Wolfsburg. Efficiency-based 
approaches show limited explanatory power; yet nor can the different core-
periphery configurations be fully accounted for by institutional power-based 
explanations. In order to make sense of the variation, the paper extends the 
study of the plants to the political and economic context in which they are 
embedded. It emerges that, in particular, the unemployment rate, the threat 
of outsourcing and neo-liberal market reforms affected works councils’ ability 
to bargain. 

In addition to structural conditions, the strategy of works councils influenced 
the workforce segmentation at company level – in particular, the extent to 
which works councils identified with managerial efficiency imperatives and 
were committed to an egalitarian workforce structure. These findings suggest 
that works councils’ ‘politics’ still plays an important role in determining wages 
and working conditions in the workplace even though changing structural 
conditions (e.g. labour market deregulation) have progressively reduced the 
bargaining room of labour actors. In this regard, union intervention has turned 
out to be fundamental for increasing the bargaining leverage of works councils 
towards the management (see the case of BMW-Munich in section 6). In fact, 
the union can intervene in the regulation of the employment relationship 
at the workplace as an external political actor exclusively committed to the 
workforce interests. Thus, the union provides support to the works councils 
when they are unable to find a compromise solution with the management 
about controversial issues such as the use of nonstandard work. 

The next section illustrates the variation in the structure of agency work. The 
third section discusses the existing literature on labour market segmentation 
and its shortcomings for an explanation of the cross-country variation. 
Sections 4, 5 and 6 focus on the empirics: the fourth section discusses the 
efficiency-driven explanations for segmentation; sections 5 and 6 illustrate, 
respectively, the role of power relations and of works councils’ strategies. 
Section 7 discusses the findings and section 8 concludes. 
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2. The cases

The empirical focus is on the German automotive industry because of its 
theoretical and social relevance. First, Germany constitutes an interesting 
case for research on labour market segmentation. Until the end of the 1990s, 
Germany represented the paramount example of a coordinated, or social, 
market economy thanks to its encompassing institutions of industrial relations 
(IR), which guaranteed relatively homogenous labour market outcomes overall, 
and especially within core manufacturing sectors such as the automotive 
industry (Streeck 1997; Hall and Soskice 2001). However, as IR institutions 
have been eroding, labour market inequalities have increased (Bosch and 
Weinkopf 2008); in this context, the role of IR actors such as unions and works 
councils has been widely debated in the literature. Some scholars contend 
that works councils and unions in manufacturing have entered a cross-class 
coalition with the management aimed at protecting core workers by increasing 
flexibility at the margins, especially in the service periphery (Palier and Thelen 
2010; Eichhorst 2012; Hassel 2012). Another research strand has highlighted, 
by contrast, that labour sought to resist employers’ segmentation strategies by 
means of organising campaigns and the negotiation of collective agreements 
(Turner 2009; Benassi and Dorigatti in progress). 

Secondly, the study of the human resource practices of German multinational 
companies is of relevance because these practices can potentially affect very 
large numbers of workers. Indeed, German multinational companies in the 
automotive sector are major employers in Europe; the European automotive 
industry employs around 12 million people both directly and indirectly, 
and German car MNCs contribute to a significant extent, also thanks to 
their cross-national production networks (Heneric, Licht et al. 2005; ACEA 
2012). As home-country human resource practices are often transferred to 
plants and suppliers across the national borders (i.a. Meardi et al. 2009), the 
segmentation strategies implemented in large German MNCs are likely to be 
extended to the companies and workers within their production networks 
throughout Europe, and even overseas. 

The plants of BMW, Ford and VW have been selected because they differ in their 
organisation of agency work within their blue-collar workforces. The focus is on 
agency work because this is the most common form of nonstandard work in the 
metal sector and also because it has been the subject of controversy between 
works councils, unions and management (Promberger and Theuer 2004; IG 
Metall 2009). Agency work in Germany is cheaper than standard work because 
agency workers are covered by a sectoral collective agreement setting low wages 
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and working conditions (see section 5 for more details). In 2009 the wage gap 
between agency and metal workers was between 30 and 40% (Weinkopf 2009). 
Not until 2012 did IG Metall manage to conclude an agreement setting wage 
bonuses designed to compensate for this difference; even so, agency workers 
are usually not covered by company-level agreements, which include benefits 
and bonuses above the sectoral collective agreement. However, the interviews 
revealed that the cost advantage to the employer of using agency-supplied 
labour does not derive from low wages alone. Agency workers are convenient 
also because companies do not have to pay any dismissal costs or to bargain 
with the works councils over the end of their contract. Furthermore, employers 
do not have to bear the costs of holidays or sick leaves, for the agency just sends 
a replacement agency worker (Interview I, P, O). 

The information regarding the plants has been collected through interviews 
with local unionists, works councillors, human resource managers and 
experts in the automotive sector. The interviews, conducted both face-to-face 
and over the telephone between January 2011 and March 2013, were entirely 
transcribed. The interview transcripts can be made available to the public but 
special permission should be obtained from the Hans Böckler Foundation 
(HBS) for consultation of those of them that were conducted in the context of 
an HBS research project at the Free University of Berlin. In addition, company-
level agreements, internal union publications, press statements, interviews of 
works councillors published in union magazines and in the local press have 
been used in the analysis. The time frame of the case studies is between 2000 
and 2012. The data reported on the status quo in the plants refer to the post-
crisis period, that is, to the time frame 2010-2012. 

Table 1 Case overview

BMW-L BMW-M Ford VW

Position of the site 
within the company

— General headquarters European headquarters General headquarters

Workforce 6,000 workers but only 3,800 
are employed by BMW while the 
others work for subcontractors

30,000 employees  
(9,000 in production) 

17,300 
(4,000 in production)

50,000 workers  
(20,000 in production)

% of agency workers 30% overall 30-40% in direct 
production

3-5% in direct 
production

20% in direct 
production

Sta� agencies i.a. Randstadt1 i.a. Manpower i.a. Adecco Internal agencies: 
Autovision, WOB AG

Tasks All levels, including skilled 
positions

Easiest tasks
(assembly line, logistics)

Easiest tasks
(assembly line)

Easiest tasks
(assembly line, logistics)

Rationale Flexibility bu©er, cost 
compression

Flexibility bu©er, cost 
compression, heavy tasks

Flexibility bu©er, 
substitution of workers 
on leave

Flexibility bu©er,  
cost compression

Source: Interviews with works councillors and HR managers in the plants.

1. The BMW-L management twice refused an interview. Thus, it is not possible to report any 
managerial view on the BMW-L case. 
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Table 1 reports some information regarding the plants and, in particular, 
provides an overview of the differences in the core-periphery configurations 
between agency workers and permanent employees in production. BMW-L 
is characterised by a model displaying an interweave between agency and 
standard workers. It is the plant with the highest rate of agency workers 
(30%), who are employed at every level of the hierarchy in order to increase 
the company’s flexibility but also to save labour costs (Interview P). A BMW 
works councillor said: 

‘They have a staff agency, where they are employed, and BMW calls 
the company and says: “I need a qualified worker with the appropriate 
qualifications in the metal sector”; and they are employed everywhere at 
BMW.’ (Interview P)

BMW-M, by contrast, has a more defined core-periphery structure but the 
periphery is very large – between 30 and 40% of the workforce. In addition 
to labour costs and flexibility issues, agency work is used to relieve the core 
workforce from the heaviest tasks. A union representative reports: 

‘Where there are job positions associated with heavy tasks, the core workers 
do not want to go there because they get back pain or whatever. Agency 
workers do that because they are afraid of being thrown out. And they cost 
less, much less, at least on the assembly line…and if a crisis comes along, 
(…) they are gone, that’s it.’ (Interview O)

VW Wolfsburg is also characterised by a large periphery, which is, however, 
even more stable than at BMW as agency workers are hired through internal 
staff agencies (Wolfsburg AG and Autovision). A VW HR manager openly 
appreciated the economic value of agency workers, as they are not covered 
by the VW company-level agreement, and the company does not have to pay 
severance pay in case of dismissal (Interview I). Furthermore, agency work is 
used as a screening tool, and the management wants it to become a recruiting 
route parallel to the traditional vocational training: 

‘…here there are people who have been trained on the job (angelernt) for 
three years, have developed their skills, we can judge their work well….
why should we look for someone else on the external market if we can have 
someone that the company has known for three years and is doing a good 
job?’ (Interview I)

 
Ford in Cologne has a traditional core-periphery structure, with the latter 
being used only in case of peaks in demand, replacement of workers on leave, 
or a staff shortage due to the start of production of a new vehicle model 
(Interview A, B, C).
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3.  The segmentation debate:  
 e�ciency vs. power

This paper seeks to explain the cross-company variance in the core-periphery 
configurations. Before discussing the explanatory factors as contained in the 
segmentation literature, it is useful to clarify the concept of dual labour markets, 
as presented by Doeringer and Piore in the 1970s. A company is characterised 
by an Internal Labour Market (ILM) which refers to ‘an administrative unit, 
such as a manufacturing plant, within which the pricing and allocation of labor 
is governed by a set of administrative rules or procedures’ (Doeringer and 
Piore 1971: 2). ILMs are characterised by job ladders, ‘ports of entry’, training 
programs and a system of rules on compensation and duty distribution 
(Osterman and Burton 2006: 426). ILMs are opposed to peripheral, secondary 
labour markets which are used by the company to compress labour costs and 
to cope with flexibility, and therefore are dominated by unstable dead-end 
jobs (Doeringer and Piore 1971; Berger and Piore 1980). 

Since the 1970s, there have been two main positions regarding the nature 
of labour market segmentation. On the one hand, it has been interpreted 
as the result of managerial efficiency-seeking strategies. On the other hand, 
segmentation has been argued to be the outcome of bargaining between labour 
and management. This section presents and contrasts both literature strands.

E�ciency-driven explanations

As the definition of the core is supposed to reflect the productivity of the 
workforce, production requirements constitute the key explanatory factor 
for the existence of dualism (Doeringer and Piore 1971). In primary labour 
markets, complex and innovative technology requires an increasingly 
specialized workforce. As skilled workers accomplish the ‘core functions’ of 
a company (Doeringer and Piore 1971; Atkinson 1984), employers offer them 
high wages and career prospects in order to retain them while they use their 
periphery in order to protect companies from uncertainty and instability in 
the political and economic sphere (Berger and Piore 1980). 

This approach to dual labour markets points up the relevance of three factors. 
First, the extent to which a company needs flexibility determines the use 
and size of the periphery. Companies which are exposed to (international) 
competitive markets are subject to cost pressure and volatility of demand and 
for this reason need a flexible periphery (Berger and Piore 1980). The need 
for flexible work arrangements depends also on the financial conditions of the 
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company – in times of economic uncertainty, it might be difficult to develop a 
long-term staffing strategy (Rubery 1994: 48).

Secondly, the complexity of the labour process affects the extent to which 
a stable qualified workforce is required for production. The German 
manufacturing sector constitutes the paramount example for illustrating 
this mechanism. It specialises in innovative, technologically advanced and 
high-quality production serving middle and high market segments – the so-
called Diversified Quality Production (DQP). DQP is defined as ‘high-volume 
production of customized quality-competitive goods’ (Sorge and Streeck 1987: 
16). DQP requires a middle-high skilled workforce, which works in a ‘non-
Tayloristic way’, in teams based on mutual trust and information exchange, 
and on task rotation among members (Kern and Schumann 1984; Streeck 
1991: 25; Jürgens, Malsch et al. 1993). Therefore, companies are expected to 
rely less on a flexible general-skilled labour force if their production reflects 
the DQP model rather than the Fordist mass production model. 

This leads to the third argument which links segmentation with the investment in 
skills and vocational training. Accordingly, workers who have undergone a period 
of training usually belong to the stable core workforce. The causal mechanism 
is bi-directional. On the one hand, it has been argued that employers investing 
in training are more likely to promote long-term employment relationships 
offering good working conditions and stable contracts to their employees once 
they have completed their training. The literature has often taken the German 
system of vocational training as an example; the German Ausbildung has 
been regarded as one of the causes for the spread of long-term employment 
relationships (Hall and Soskice 2001). On the other hand, employees investing 
in specific skills need to have a guarantee of stable employment afterwards, 
otherwise they would not take the risk of ‘investing’ in specific skills (Iversen 
and Soskice 2001). The argument concerning skills is here presented separately 
from the one on production requirements because the investment in vocational 
training represents an institutional obligation for employers, one that is partly 
independent of the ‘real’ skilling needs of the company. Indeed, German 
employers used to offer their trainees a permanent employment relationship 
in order to ensure a return on the investment in training in the long run even if 
they did not need their skills in the short term (Streeck 1992). 

Product volatility, product quality and complexity, and skills, are thus the 
main driving factors of managerial segmentation strategies. The next section 
will illustrate, by way of contrast, the role of labour in the definition of core 
and periphery. 

Power-driven explanations 

Power-based approaches argue that dual labour markets result from political 
rather than efficiency-seeking management strategies. According to Reich 
et al. 1973, employers use segmentation in order to ‘divide and rule’ the 
working class (Reich et al. 1973). Braverman argues that employers use 
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mechanisation and scientific management techniques in order to de-skill the 
workforce, preventing workers from controlling the labour process. This leads 
to increasing polarisation of the workforce (Braverman 1974).
 
Like the efficiency-driven explanations, these arguments present labour 
as a passive and powerless actor in the face of capital. For this reason, the 
theoretical expectations which they entail regarding the configuration of 
core and periphery are difficult to distinguish from those associated with the 
employer-driven approach. However, unions have been shown to play an 
important role in shaping workforce structure, skills demarcations and career 
ladders (Child 1967; Wilkinson 1974; see review by Rubery 1978). Unions 
have an interest in bargaining to reach settlements on ILM arrangements 
in order to limit competition among workers and to maintain control over 
skills supply and workers’ knowledge. ILM arrangements are thus the result 
of a bargaining process between labour and management and they reflect the 
balance of power between the two parties (Rubery 1978; Grimshaw and Rubery 
1998). This balance is affected by factors internal to the company (such as the 
strength of IR institutions) but also by changing external conditions such as 
unemployment or competitive pressure (Grimshaw and Rubery 1998: 210). 
The literature tends to focus mainly on the internal factors, broadly failing to 
consider the interaction between external and internal labour markets. 

Regarding the German case in particular, there exists a broad literature on 
the role of works councils in determining workplace arrangements (i.a. 
Addison et al. 2001; Huebler and Jirjahn 2003). Works councils represent an 
interesting case because of their ambivalent nature, their commitment being 
simultaneously to the interests of the workforce and to those of the company 
management (Müller-Jentsch 1995). They accordingly have an interest in 
ensuring that the company remains competitive, which entails keeping labour 
costs under control. At the same time, however, works councils represent the 
whole of a company’s workforce, and their wish is to maintain their standards 
as high as possible in order not to lose their legitimacy. The literature on the 
role of works councils reflects this ambiguity. On the one hand, there have 
been several accounts of the fundamental role of works councils in integrating 
employees within the workplace and representing workers’ voice vis-à-vis 
management (Nienhüser and Bonnes 2009; Doellgast 2010). On the other 
hand, works council have also been found to contribute to the segmentation of 
the workforce. In particular, the recent dualisation literature has argued that, 
in an environment subject to strong competitive pressures and liberalisation, 
works councils and management have formed cross-class coalitions in the 
big exporting companies because both sides have an interest in maintaining 
a stable skilled workforce while cutting costs at the periphery. This system 
succeeds at the expense of atypical and service workers (Eichhorst and Marx 
2011; Hassel 2012). This debate makes it clear that works council can pursue 
different strategies regarding workforce segmentation. 

This section has illustrated the different positions adopted with regard to 
labour market segmentation. The next section shows that the efficiency-driven 
explanations fail to account for the variance of core-periphery configurations. 
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4.  Ruling out the e�ciency-driven  
 explanations

The efficiency-driven explanations draw attention to four main factors. First of 
all, higher product volatility can be expected to increase the need for a flexible 
periphery. However, all the companies under consideration here are heavily 
reliant on exports and are in competition with one another on international 
markets. For example, between September and January 2012 VW delivered 
only 13% of its cars to Germany, while the remainder of its production served 
markets abroad (VW 2013). The Ford plant, similarly, exports 90% of its 
cars to Europe (Interview A). Between January and September 2012 BMW 
sold only 15% of its cars in Germany (BMW 2013: 8). It is thus apparent that 
there are no significant differences in the degree of exposure to international 
markets, which is subject in all cases to cost pressures and volatility. 

Secondly, difficult economic conditions might well prevent companies from 
adopting a long-term approach to workforce planning. For measurement of 
each company’s financial circumstances, I use the total debt/capital ratio (on the 
London Stock Exchange), an indicator which reflects the company’s financial 
leverage and its ability to plan long-term. In 2012 VW had the lowest debt/
capital ratio (59.41%), while Ford had the highest rate – around 85%. At BMW 
the debt/capital ratio was 68.89% in 2012 (Financial Times 2013). Given its 
difficult economic conditions, Ford would appear to have the greatest incentive 
to make extensive use of a flexible workforce – but financial uncertainties 
obviously do not explain the variation in the use of flexible work either.

Thirdly, the theory is based on the following expectations or presuppositions: 
the higher the quality, the more complex the labour process, the more 
specialised and stable the workforce (Streeck 1992). What is more, higher 
product quality should also shelter companies from the cost pressures of 
mass markets, reducing the need to compress labour costs by expanding the 
peripheral workforce (Sorge and Streeck 1987: 16). Both BMW plants produce 
luxury cars (BMW-1 in Leipzig and BMW-3 and 4 in Munich); the VW plant 
is dedicated to Golf and to the larger car models Tiguan and Touran; the 
Ford plant in Cologne, meanwhile, produces Fiestas. In terms of both price 
markets and product variants, the production at BMW and VW better reflects 
the DPQ model than does that of Ford, which is closer to mass production. 
The comparison between Fiesta and Golf, which are actually in the same car 
segment (C) 1, well exemplifies this point: the price of the Golf basic model 

1. The C-segment is a car size classification introduced by the European Commission and refers to 
the third-smallest car type. 
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(around 17 000€) is almost double the price of a Fiesta (8 900€), while the 
former has twelve product variants compared with Fiesta’s seven. And yet 
Ford is the company with the lowest rate of agency work. In other words, 
product quality clearly does not help to explain the variation in the use of a 
peripheral workforce. One other reason for this may well be the changes in 
the labour process in the German automotive industry, which is characterised 
by an increasing standardisation of technologies and modes of production 
(Springer 1999; Haipeter 2012). 

Fourthly, the literature expects companies which invest in skills to promote 
stable employment relationships. All companies invest in training, albeit to 
differing degrees. VW has around 2 000 trainees, who constitute around 4% of 
its workforce. Ford has 600 trainees (3.4%), while BMW, both in Leipzig and 
in Munich, has the lowest rate (around 2.5%), with respectively 150 and 800 
trainees per plant.2 In line with the theoretical expectations, most trainees are 
offered a permanent position in all plants. 

There is more variance in the employment of a skilled workforce within the 
company, in particular in the direct production segment, where the agency 
workers are concentrated. According to the BMW works councillor in Leipzig, 
90% of workers had been through a vocational training as Facharbeiter 
(Interview P). Ford regards assembling as skilled work, according to the motto 
‘Bandarbeit ist Facharbeit’ and over 55% of its workers have a vocational 
training qualification in metal occupations at the assembly line (Interview Q); 
BMW-M and VW, by contrast, do not purse the HR strategy of employing 
Facharbeiter in their direct production. It is interesting that the company with 
most Facharbeiter is the Leipzig plant, which has the highest rate of agency 
work. This finding calls into question the link between high skills and stable 
employment relationships: employers clearly do not always need to offer a 
stable employment relationship to tie their employees to their company and 
provide an incentive to invest in specific skills. The experience of agency 
workers at BMW and VW also reinforces this observation. These workers are 
in some cases employed for several years at the same work station without 
receiving any formal vocational training; instead, they develop learning on-
the-job skills, which are even more specific, as Marsden argues in a discussion 
of the French training system (Marsden 1999). However, such workers have 
no guarantee in the form of a permanent employment contract. 

Overall, therefore, the efficiency-driven explanation can be shown not to apply 
to our cases. The table below provides an overview of the factors discussed 
above: 

2. The number of training positions was a question raised in the interviews and subsequently 
checked on the respective plant websites. 
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Table 2 E�ciency-driven explanations

BMW-L BMW-M Ford VW

Product volatility
(% national sales)

15% 10% 13% 

Product quality DQP DQP Mass DQP

Financial conditions 
(debt/capital ratio)

68.89% 85% 59.41%

Investment in skills % trainees (all hired as perm) 2.5% 2.6% 3.4% 4%

Qualification at the assembly line Mainly 
Facharbeiter

Mainly unskilled Over the half 
Facharbeiter

Mainly unskilled

Tenure of agency workers Long-term (years) Long-term (years) Short-term Long-term (years)

Source: Companies’ annual reports and interviews with works councillors and HR managers in the plants.
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5.  An extended approach to the study  
 of power at workplace

The power-resource approach considers labour market segmentation to be 
a bargaining outcome. Indeed, recourse to agency work has been subject 
to bargaining and regulation in all plants, with implications for companies’ 
ability to use this form of work but also effects on the wages and working 
conditions of agency workers. 

Both BMW plants are covered by the same regulation, which has been centrally 
negotiated by the BMW general works council. There is no agreed quota that 
would stipulate a maximum number of agency workers. While equal pay is 
laid down in a company-level agreement concluded in 2009, agency workers 
do not receive the same bonuses and fringe benefits as the BMW employees. 
There are, as yet, no specific rules on the transition from agency/temporary 
positions to permanent positions (in May 2012 IG Metall signed a sectoral 
agreement on this issue but its company-level implementation has not yet 
been made public). However, over the years the works council has occasionally 
conducted bargaining on the hiring of agency workers and in September 2012 
it negotiated 3 000 permanent positions for agency workers in exchange 
for increased flexibility of working-time accounts for the core workforce 
(Interview O; FAZ 27.09.2012). 

At Ford agency work has been strictly regulated at company level since 2003. 
There exists, first of all, a relatively low quota of 3%, which includes both 
agency and temporary work, and can be stretched up to 8%. The quota of 3% as 
negotiated with a view to allowing the use of agency work only as replacement 
for workers on leave or in case of production peaks. It can be extended by 5% 
(to a maximum of 8%) during the period when a new vehicle model is being 
brought in and the old model is still being produced. When two production 
lines are running in parallel in this way, the company needs more flexible 
staff. Secondly, it has been agreed that agency workers should be offered a 
permanent contract at the end of their assignment, depending on the hiring 
needs of the company. Thirdly, agency workers are to be paid in accordance 
with the rates laid down in the sectoral agreement for the metalworking 
industry. The Ford company-level agreements covering pensions, bonuses 
and other fringe benefits do not apply to agency workers (Interview C). 

At VW the collectively agreed quota is 5% but, unlike at the Ford plant, its 
applicability is not to the direct production workforce alone but to the 
workforce as a whole, which means that the rate of agency workers in direct 



Political economy of labour market segmentation: agency work in the automotive industry

 WP 2013.06 17

production rises as high as 20%. An agreement on equal pay was achieved in 
2011, and in May 2012 agreement was reached on the following new provisions 
concerning transitions and training. First of all, a permanent job position 
should be offered to agency workers after 36 months of employment at VW – a 
year longer than the 24 months set by the last IG Metall agreement. Secondly, 
the works council negotiated special training provision for agency workers 
at VW. This is an interesting development insofar as the national vocational 
training system has always been defended by labour and yet these provisions 
would seem to undermine its role as the exclusive ‘port of access’ to the ILM. 
In fact, even the HR manager involved in the bargaining round reported that 
he ‘could not state the difference’ between a Facharbeiter training and this 
new form of training. Their market value will not be comparable, however, as 
agency workers having obtained these new qualifications will continue to be 
paid less than Facharbeiter (Interview H).

Thus, the existence of negotiated company-level regulation has indeed placed 
constraints upon the use of agency work in the different plants (see section 2). 
The achievement of this form of regulation was, in other words, influenced by 
power relations. 

Company-level industrial relations 

The main expectation of the power-driven approach with regard to 
segmentation is that a strong labour representation would limit and regulate 
the use of a flexible workforce in order to protect the company workforce 
from external competition. Thus, the strength of labour representation in 
the workplace may be expected to be reflected in the workplace regulation of 
agency work, which maintains a clear distinction between core and periphery. 
When looking at company-level power relations, the segmentation literature 
has focused principally on the strength of industrial relations in terms of 
labour representation. The most common indicators for labour strength in the 
workplace are union density, the presence of a works council and the extent of 
union representation in the works council. 

The BMW plants in Leizpig and Munich have union densities of, respectively, 
65% and 90%. The unionisation rate at Ford is 85% while at VW it is around 
95%. As an IG Metall official in Wolfsburg pointed out, ‘it is almost a closed 
shop’ (Interview F). All plants have a works council, and the general works 
councils are all highly unionised. At BMW the unionisation rate is almost 
90%, at VW it is 94%, while Ford has a unionisation rate of 87% (Bispinck and 
Dribbusch 2011: 26). 

BMW in Leipzig is the plant with the lowest unionisation rate. Reasons for 
this include the fact that it is the youngest plant and it is in Eastern Germany 
which, overall, has a lower union density. This helps to explain why agency 
work can be used to such a large extent (30% overall, even among qualified 
workers). However, bargaining on regulation takes place centrally and 
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the industrial relations at BMW headquarters are as strong as in the other 
companies. Moreover, the works council in Leipzig is controlled by IG Metall 
as the works councillor reports: 

‘the whole works council belongs to IG Metall, and I myself am in an 
important position (changed by the author) in the regional IG Metall 
office. That means that there is a 1 to 1 connection – we do not distinguish 
between works council and IG Metall’ (Interview P) 

Furthermore, VW in Wolfsburg, which has by far the strongest works council, 
has a regulation that is less tight than that of the Ford plant in Cologne. 
Accordingly, it is necessary to look at other factors influencing the power 
relations at workplace. 

The external context: unemployment, outsourcing,  
and the Hartz reforms 

Since the 1990s the German labour market and industrial relations have been 
gradually deregulated. Neo-liberal measures were introduced in response 
to the high unemployment rate which rose to between 9 and 11% in the 
1990s and 2000s (DESTATIS 2013). In those years, the social partners and 
the government responded to the employment crisis by, respectively, the 
conclusion of company-level pacts and introduction of labour market reforms. 

There was a spread in the use of workplace opening clauses which served to 
amend the provisions of the collective agreement by extending or decreasing 
working time and/or lowering wage rates (Rehder 2003). The aim of such 
clauses was to save the future of Germany as a production site, and the 
bargaining took place under the threat of outsourcing of parts of their 
company’s production to cheaper sites in Eastern Europe. The possibility of 
issuing such threats represented a shift in the balance of power in favour of the 
employers, placing works councils under pressure (Jürgens and Krzywdzinski 
2006; Greer 2008); between 1993 and 2006 the use of agency work was one 
of the most common concessions made by works councils in the automotive 
industry (Jürgens and Krzywdzinski 2006). 

At the national level, neoliberal labour market reforms were introduced in 
response to high unemployment rates. In 2003 the Hartz reforms – named 
after the president of the commission Peter Hartz – deregulated the use of 
agency work. The limitation on the duration of assignment was abolished, and 
companies were allowed to re-hire the same agency worker through a fixed-
term agency contract without justifying the reasons for the time limitation. 
The requirement to recruit agency workers on permanent contract after a 
certain period of time was also lifted (Bispinck and Dribbusch 2011: 25). The 
2003 reform laid down that the principle of equal pay applies in the absence 
of collective agreements stating otherwise, thereby opening up the possibility 
for employers to circumvent the equal pay principle by concluding collective 
agreements specifically for agency workers (Crimmann et al. 2009: 12; 
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Bundesagentur für Arbeit 2011: 5). While the employers’ associations and a 
special bargaining body of the German Trade Union Confederation (DGB) 
were engaged in bargaining over sectoral wages, the Christian Federation of 
Trade Unions (CGZP) and a small agencies’ umbrella association (IZA) signed 
the first collective agreement (Bundesagentur für Arbeit 2011), a step which 
inevitably compromised the standards set by the DGB collective agreement, 
having caused that confederation to lose some of its bargaining leverage. 

These developments had an impact on bargaining processes at workplace 
level, as the remaining part of this section will show for each plant. 

BMW Leipzig3 

In Leipzig and in Saxony the unemployment rate was around 17-18% when 
the plant-level negotiations started at the beginning of 2000s (Bundesanstalt 
für Arbeit 2000: 170; Stadt Leipzig 2013). This was a challenge for the local 
government, which supported the use of agency work in order to get more 
people into employment (Interview P); Wolfgang Theeser, at the time mayor of 
Leipzig, was also member of the Hartz Commission. Already before the Hartz 
reforms, BMW had been planning to open a new plant in Eastern Germany; 
once they were passed, the company changed its human resource strategy for 
the new plant: 

‘… (the local administration) thought, it would get more people into 
employment…and immediately the BMW concept of staff planning took a 
new turn. When it became clear that the legislator would liberalise agency 
work, they (BMW management) immediately said: ‘Ok, we’ll reduce the 
stable core workforce; we’ll hire only the minimum number of permanent 
workers because this threshold is linked to the funding of the European 
Union’…And this minimum was 2 700. And BMW has filled all jobs 
above that number with agency workers (N.B. one third more)…when the 
company grew, they tried to maintain this rate.’ (Interview P)

The high local unemployment rate explains why BMW-L has such a high rate 
of Facharbeiter even among its workers on agency contracts. 

The Hartz reforms and the general consensus that employment should be 
boosted at any cost have limited the works council’s bargaining power. When 
the works councillor was asked whether the works council was given the 
opportunity to conduct bargaining over the conditions for opening up the 
plants, he answered as follows: 

‘No, we tried, but we could only sit at the same table and try to convince 
our bargaining partner on a voluntary basis. (The management said): 
“Yes, works council, you are right but we’ll do it our way now.” And the 

3. The BMW-L management twice refused an interview. Thus, it is not possible to report any 
managerial view on the BMW-L case. 
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management also said: ‘We are completely free according to the law, 
it doesn’t limit agency work, there is even a collective agreement, even 
the trade union collaborated, dear works council. We are absolutely 
legitimate.”’ (Interview P)

BMW Munich

In Bavaria unemployment rates have always been low – around 5% in 2000 
and 3.7% in 2012; Munich has similar rates (Bundesanstalt für Arbeit 2000: 
170; Bundesagentur für Arbeit 2012: 182; Stadt München 2013). Even so, the 
plant was put under pressure by the management, who wanted to outsource 
part of the production. It proved impossible to avoid the outsourcing of some 
business units such as electronics and some parts of the seat production. 
However, they managed to keep the seat assembly in-house. As a workplace 
union representative said, they were much more expensive than the suppliers, 
but the works councils remained firm, refusing any dismissals in the plant: 

‘…we exerted political pressure also through IG Metall. I organised some 
meetings and blocked the plant because no seats were being assembled any 
more. It is really exclusively politics. And this is why they (the seats) have 
not been outsourced.’ (Interview P)

Still, the works council did make some concessions, such as the introduction 
of a two-tier wage system around the mid-2000s. Furthermore, agency work 
increased a lot, especially after the Hartz reforms: 

‘The problem started with the reforms – in 2004 with the (car model) E90 
350 agency workers out of 1,200 workers were dismissed. Since then, we 
only have external hirings on the assembly line.’ (Interview L)

Ford Cologne 

In North-Rhine Westphalia the unemployment rate was 9.2% in 2000, with 
peaks of 16-18% between 1995 and 2004 in Cologne; the unemployment rate 
in 2012 was around 8% both in the region and in the city (Bundesanstalt für 
Arbeit 2000: 170; Stadt Köln 2004: 124; Bundesagentur für Arbeit 2012: 182; 
Stadt Köln 2012: 10). 

Since the 1990s outsourcing has been also taking place at Ford – indeed, at 
the beginning of 2000s the supplier park was created (see section 6). Even so, 
the works councils managed to keep the important production segments in-
house. This was not as a result of different managerial preferences at Ford. On 
the contrary, the Ford manager too wanted to outsource as the works council 
describes here: 

‘(the management said) this is not our core business, our core business is 
building cars […] But all the rest, where we get the seats, the blinkers or the 
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wheels, who is in charge of repairing….it does not matter! If my machine 
stops working, I call the maintenance and they will repair it. Why should I 
have permanent Facharbeiter? … If we (the works council) had listened to 
the management five years ago, a decision would also have been taken to 
close the machine tool building and the maintenance unit.’ (Interview B)

However, the Ford works council agreed on other concessions in order to maintain 
Ford investments in Germany. In 1997 the works councils agreed on a reduction 
of ‘payments above collectively agreed wages’ (übertarifliche Leistungen) and of 
overtime bonuses as well as on increased flexibilisation of working time (Schulten 
1997). In 2006, the works council accepted further pay cuts, introduced a two-
tier system for entrants and apprentices, and incorporated overtime into the 
system of working time accounts. In exchange, the management undertook 
not to dismiss any workers, first until 2011, and then until 2017 (Stettes 2006). 
During these negotiations agency work was not used as a ‘bargaining chip’. 
Furthermore, the company-level agreement setting limitations on agency work 
was signed in 2003. A works council claimed that they would probably not have 
been able to achieve such an agreement after agency work was made ‘socially 
acceptable’ (salonfähig) thanks to the bargaining round between the special 
DGB bargaining body and the agencies’ associations (Interview C). 

VW Wolfsburg

In Lower Saxony the unemployment rate was between 9 and 13% at the end 
of the 1990s; in Wolfsburg the unemployment rate reached almost 18% in 
1996. The unemployment rate dropped gradually until 2011 – it is now 6.6% 
in the region and 1% lower in Wolfsburg (Bundesanstalt für Arbeit 2000: 170; 
Bundesagentur für Arbeit 2012: 182; Stadt Wolfsburg 2012: 4). Between the 
mid-1990s and the beginning of the 2000s the VW management pushed for 
outsourcing components and other non-core business units. However, the 
works council managed to maintain the manufacturing of components in-
house and to prevent job losses. It did, however, agree on concessions such as 
the service collective agreement for Autostadt, the theme park opened at the 
beginning of 2000s, and the introduction of a two-tier wage system in 2004.

Furthermore, since the end of the 1990s, the VW plant in Wolfsburg has become 
a sort of experimental laboratory for cost-cutting measures aimed at reducing 
unemployment and at maintaining Germany as Produktionsstandort. Peter 
Hartz, the head of the Hartz Commission, was also the Human Resources 
Executive at VW between 1993 and 2005. At the end of the 1990s he started 
the project Auto 5000 which aimed at creating 5,000 new jobs for 5,000 DM/
month. The workers of Auto 5000 were not covered by in-house collective 
agreements and their agreement set lower wages and longer working hours. 
Moreover, the agreement expected workers to repair production faults (if they 
were responsible for them) during unpaid overtime hours (Sperling 2006). 
At the beginning of the 2000s, Autovision and WOB AG were founded and 
presented as ‘a gift to the city of Wolfsburg’ in order to halve the unemployment 
rate (Interview H). 
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Summing up

The case of BMW-L can be explained by the difficult external political and 
economic conditions. The works council did not have any room for bargaining 
that might have prevented a workforce structure in which core and periphery 
became intertwined. This case provides evidence of the relevance of other 
factors for the company ILM apart from the presence of workplace voice 
institutions: the unemployment rate, the outsourcing threat and the neoliberal 
market reforms constitute the political and economic context that affects the 
balance of power in workplace bargaining processes. 

The three other plants faced similar pressures from the external context 
but display considerable variety in their reactions. BMW-M had the most 
favourable economic conditions – especially in terms of unemployment rate 
– but still did not get any regulation until IG Metall intervened. The Ford 
works council made sure that it concluded an agreement on agency work in 
advance of the Hartz reforms, when the debate over the liberalisation of the 
labour market had just begun. The VW plant, on the contrary, was subjected 
to implementation of the ‘Hartz project’ even before the reforms had been 
formally passed. Given similar power constellations at the company level, the 
strategy followed by works councils has also been a significant factor, as the 
next section will argue. 
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6.  The works councils’ strategy
The strategy of the works councils is analysed here bearing in mind the 
ambivalence of this institution. As already mentioned, works councils are 
committed to the interests of both the workforce and the company. This 
two-way strategic position had an influence on the works councils’ attitudes 
towards segmentation between core and peripheral workers. It affected, in 
particular, the extent to which works councils held out for equality within 
the company workforce rather than accepting the efficiency imperatives of 
management. This tendency to waver is inherent in the proximity between 
works council and management, and the closer the works council is to the 
management the more likely it is that workplace arrangements will be settled 
at the expense of the peripheral workforce. 

Ford

The Ford works council is committed to maintaining an ILM which does 
not rely on the use of external workforce even at the cost of changing work 
arrangements for the stable core workforce. First of all, the works council 
stressed the importance of an integrated work organisation, which is 
typical of the traditional DQP model. This type of arrangement integrates 
indirect activities such as repairing, maintenance and quality check into 
direct production in order to enrich production jobs and to guarantee the 
diversification of workers’ activities: 

‘We have integrated them (repairing, mechanical production) in the 
normal production so that people can switch between…pressing a button 
and waiting for a component to come out, and programming a computer. 
Thus, there is a change between body and soul.’ (Interview B)

At Ford, an integrated work organisation in direct production is important 
because Facharbeiter are employed on the assembly line before moving to 
indirect production. In order to ensure this transition from direct to indirect 
production, the works council forbade the use of agency work in indirect 
business units and also managed to keep the ‘most interesting jobs’ in the 
company during the most intense period of outsourcing. The works councillor 
also made sure that onsite subcontracting was not used as a substitution for 
agency work and forced the management to turn subcontractors into agency 
contracts, which could be better regulated: 

‘We had a look at the subcontracting contracts and we asked: “Are these 
really subcontractors or are they ‘hidden’ agency contracts?”…in this way, 
we got an additional 560-580 agency work contracts… they became visible. 
If I tell you: “I have my subcontracting contract with the company Schwitz 
and Mueller,” “Oh, nice, how much?” “4 Millions…” Yeah, but you still do 
not know how many employees hide behind this contract. This is now more 
transparent.’ (Interview C)
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Despite the attempt to introduce onsite subcontracting, the management 
seemed convinced of the efficiency of the work organisation dominated by 
stable employment relationships: 

‘The more agency workers I take on board, the less possible teamwork 
structures become, because it is an essential feature of teamwork that I 
have stable team workers, who know each other and trust each other…’ 
(Interview A)

Still, a works councillor thinks that: 

‘If I went to a company and said: “What do you think, the core workforce 
gets extra bonuses and you can use as many agency workers as you want,” 
we would all get 10,000€. That’s obvious.’ (Interview B)

Indeed, the other works councillor confirmed that achieving the agreement on 
agency work was difficult as the works council ‘doesn’t get anything for free 
(from the management)’ (Interview C). The same works councillor, in fact, 
traces a clear line between managerial strategies and the goals of the works 
council as well as its ability to influence the management: 

‘The management has always said that the plant is in danger, that business 
units need to be outsourced. I’ve been at Ford for many (changed by the 
author) years. Whether they do it or don’t it, whether they outsource, is not 
something we need to think too much about. If a company has taken the 
strategic decision to set up plants in Eastern Europe or Asia, they’ll do it. 
You can fight, block the plant but, at the end of the day, they’ll do it. This is 
why I’ve never been particularly impressed by this discussion/rhetoric of 
the management.’ (Interview C)

BMW-M

The work organisation at BMW-M has never been as integrated as at the 
Ford plant. A works councillor explained that the company tried different 
concepts of work organisation; in the 1990s Facharbeiter were employed 
on the assembly line but they were too frustrated and were soon replaced by 
unskilled workers (Angelernte). Furthermore, when stable workers did not 
want to perform heavy tasks, agency workers were used, and also as a means 
of facilitating team rotation (Interview O, L). Agency workers were also hired 
to a large extent – in the body-making unit there were up to 16-20% – when 
technological innovations were planned which were expected to displace a 
large number of job positions. In this way, the management and the works 
council prevented the transfer of workers from one business unit (e.g. body-
making) to another (e.g. the press shop) so that the original teams could 
be maintained. Such transfers are common when the management makes 
workers redundant (Interview L). 
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This system of work organisation indicates higher acceptance of workforce 
segmentation than at Ford as the use of agency work was widespread at 
BMW even before liberalisation of the German labour market; still, the BMW 
works council also managed to prevent onsite subcontracting and the wage 
segmentation between workers in so-called industrial services and those in 
production. Furthermore, the strategy seems to be changing also with regard 
to agency workers, for the agreement achieved in September 2012 includes 
provision for permanent contracts for 3 000 agency workers in exchange for 
higher working-time account flexibility. This is a provision which favours 
agency workers to the detriment of the core workforce. 

The works councillors were confident of their power to influence the company’s 
management. The figure of Manfred Schoch – the head of the general 
works council – was considered key, as he is in a close relationship with the 
management even though he does not advertise his power. A journal article 
seems to confirm this picture of Manfred Schoch: 

‘He wants to be left undisturbed in his empire – and he also let the others 
live. At BMW social partnership means: No open/public criticism of the 
management. The principle of the invisible power – Schoch has been living 
up to it quite well for years.’ (Sueddeutsche Zeitung 17.02.2013)

Yet the works councillor also reported that management and works councils 

‘are two different businesses (Laeden), we know each other well, we treat 
each other with respect but that’s all there is to it (dann ist das auch vorbei) 
and this is what we want.’ (Interview N)

The power of the works council does not derive only from the social 
partnership with the management. The works council is also closely connected 
with IG Metall, which can have more influence on the management because 
it can mobilise workers and take the most delicate issues to public opinion 
(Interview M, N, O). The intervention of IG Metall was particularly important 
regarding the issue of agency work. The management had refused to negotiate 
an agreement on equal pay for agency workers until IG Metall threatened to 
park a truck in front of the experience museum ‘BMW Welt’ with a sign reading 
‘This is the slave temple of agency work’ (Interview M). The management 
knew that this could severely damage the brand reputation and agreed to 
open bargaining (Interview M). The interview partners agree that the union 
is stronger than the works council, and thus more effective on certain issues. 
In fact ‘as works councillors we can be blackmailed (…) because the company 
says: ‘either you come to an agreement on agency work or we outsource the 
whole assembly line’ (Interview O). 
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VW Wolfsburg

According to a former VW works councillor who worked in Wolfsburg between 
the 1960s and the 1990s, the plant has never implemented an integrated work 
organisation such as the Ford works councillors described (Interview Q). 
However, since 2005 VW has introduction the ‘VW-Way’, which is inspired 
by the principle of a DQP work organisation. Interestingly, the aspect of the 
‘humanisation of work’ was not mentioned in the interview; instead, the VW-
way is perceived mainly as an efficiency-seeking strategy: 

‘There is (some integrated work organisation) in the sense of the VW-
Way – it is here (organised) so that the whole plant seeks optimisation 
and potential… that you train people as appropriate on the job so that 
they can do the basic things. For instance, if there is something small (to 
be repaired), the production workers too know how to get the machines 
working again.’ (Interview E)

Reflecting the separation between direct and indirect production in the 
Wolfsburg plant, there are distinct recruitment paths between agency workers, 
who are treated as unskilled workers, and the Facharbeiter in the indirect 
production, who were first trained at VW. The hiring of agency workers depends 
on the economic situation, while the transition from a training position to 
a permanent position is well regulated. According to an HR manager, IG 
Metall and the works council pushed for the hiring of agency workers after 
three years – but always on the basis of individual performance and economic 
conditions (Interview H). The works councillor himself distinguished between 
hiring trainees and agency workers: 

‘I cannot draw any parallels. That would be fatal. On one side, there are 
trained people, who are hired and trained. On the other hand, ... there are 
the occasional economic dips, when VW is economically doing well.’ ‘If the 
day after tomorrow the model Golf A were to be produced and didn’t do as 
well on the market as expected, we would have a problem with hiring 5,000 
agency workers. Everything depends on the economic conditions of VW.’ 
(Interview D) 

Thus, the VW works councillor seems to regard the segmentation of the 
workforce as politically acceptable. Further evidence of this stance is, first 
of all, the presence of onsite subcontractors which are not covered by the 
same collective agreement as VW direct employees. An IG Metall official in 
Wolfsburg explains that there is ‘no overview of subcontracting, there are an 
incredible number’ so that ‘the only person who knows (how many onsite 
subcontractors) is the gate keeper who can recognise who has a VW badge 
or not’ (Interview G). Secondly, even among VW direct employees working 
standards are not all the same. While at both Ford and BMW-M the so-called 
‘industrial services’ such as catering and cleaning are all under the same 
collective agreement, at VW those segments of the labour force are employed 
through the ‘Service Factory’. The Service Factory is covered by VW in-house 
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agreements but the wage scales are lower; what is more, it employs older 
workers or workers who have suffered on-the-job injuries and who have been 
transferred from their units to the Service Factory. With regard to this issue, a 
BMW works councillor draws a clear line between the works council’s politics 
at VW and BMW, defining the service factory as a ‘social stigma’, which would 
be ‘unacceptable’ to the works council at BMW (Interview M). Interestingly, 
the VW works council does not interpret internal segmentation as a sign of 
weakness. Rather, the model of the internal staff agencies is regarded as ideal 
because the works council is in a better position to keep agency work under 
control (Interview G). 

The works council seemed very confident of its power and influence on the 
management, and also of its strong connection to IG Metall which dominates 
the works council and enjoys the cooperation of the head of management 
Winterkorn (Interview D). Neither the union officials nor the works councillor 
can make any real distinction between the works council and IG Metall. Even 
so, this triangular actors’ constellation at VW between the works council, 
the management and IG Metall sets its own agenda independently from the 
national union. A union official in Wolfsburg said: 

‘…in principle VW is always a few steps ahead. And why? Because IG Metall 
can achieve a lot with union density of 95% (…) if the works councillor says: 
“You (the management) cannot continue doing this stuff, we want to give 
better prospects to agency workers,” then the management takes notice.’ 
(Interview F) 

In the history of VW there are quite a few examples of its ‘special’ labour 
politics such as the agreement on the increase of working time in exchange for 
employment security in 1994, and the Auto 5000 project (Turner 1998: 101-3; 
Schumann et al. 2006).

The power of the VW works council was admired by the other works councillors 
at Ford and BMW. However, the relationship between the management 
and the works council was quite controversial. The Ford works councils 
merely commented that ‘the world looks very different at VW because the 
headquarters is in Wolfsburg’, while having the headquarters in the US makes 
it easier for the Ford works council to keep the necessary (political) distance. 
A BMW works councillor specified that the difference between the VW and the 
BMW works councillors is that ‘they (at BMW) are not on first-name terms 
with each other’ as it is the case in Wolfsburg. A similar impression has been 
reported in the journal article already quoted in relation to BMW: 

 
‘The representative of workers does not only go to big events and motor 
shows together with the management board – he also speaks as if he were 
one of them. A few days ago, Osterloh (the head of the general works 
council) explained that … (briefly: VW achieved its production goals and 
needs a new production strategy until 2022). Statements which usually 
come from a CEO.’ (Süddeutsche Zeitung 17.02.2013) 
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Summing-up

At Ford, the works council is committed to maintaining a relatively egalitarian 
ILM; it has stuck to this principle even though the management pushed for 
further outsourcing and atypical work in order to increase competitiveness. 
In Wolfsburg, on the other hand, union, works council and management 
cooperate very closely. The outcome is the integration of agency workers as a 
stable component of the plant. It is still unclear whether the latest provisions 
on training will serve to increase the divide between core and agency workers 
or whether, rather, they will tend to blur the boundaries between core and 
periphery. BMW is a mid-way case: the works council has a close relationship 
with the management but it also relies on IG Metall as an external actor in 
a position to intervene to put the management under pressure. Agency 
workers employed in direct production have been recently been the subject of 
regulation regarding their permanent hiring. 

These numerous findings show that workplace politics plays an important role 
in determining core-periphery configurations at company level. The next (and 
last) section sums up the findings and discusses their theoretical implications. 
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7.  Discussion

This paper explained the variation in core-periphery configurations across four 
plants: BMW Leipzig, BMW Munich, Ford in Cologne and VW in Wolfsburg. 
At BMW in Leipzig 30% of the workforce consists of agency workers who work 
permanently at BMW. In Munich 20% of the direct-production workforce 
consists of agency workers. While in both BMW plants an equal pay agreement 
has been in force since 2009, there are no quotas and no automatic mechanisms 
for the permanent hiring of agency workers. The Ford plant has a small periphery 
of agency workers, which is very well regulated by means of quotas, equal pay 
and transition rules. At VW Wolfsburg, agency workers are hired through two 
internal staff agencies – there is a loose quota and equal pay, and some rather 
loose rules on permanent hiring were agreed between 2011 and 2012. 

Examination of these cases has allowed us to test the efficiency-driven 
explanations and the power approach. A detailed analysis of relevant factors 
revealed that neither workforce skills, the quality and complexity of production, 
export orientation or the financial conditions of the companies could explain 
the variation in the core-periphery configuration across companies. Instead, 
differences in the use of a flexible workforce turned out to be the outcome of 
bargaining between labour and management. As such, the power approach 
proved more useful to the aim of explanation but it had to be expanded. All 
companies have relatively strong industrial relations institutions, even BMW 
in Leipzig where the union density is considerably lower. The balance of 
power between labour and management was heavily influenced by factors 
that included the local unemployment rate, the threat of outsourcing, and the 
Hartz reforms which deregulated the use of agency work. 

The unemployment rate was highest in Wolfsburg and in Leipzig where the 
workforce had a lower threshold for accepting jobs and the use of agency work 
was politically justified as a measure for boosting employment. At these two 
plants, the management used the outsourcing threat to the same purpose; 
at both BMW-M and Ford, on the contrary, agency work was not used as a 
‘bargaining chip’ against outsourcing. It is important to note that, even though 
the outsourcing threat was present in all cases, this was most strongly the case 
at BMW-Leipzig. This is because the benchmarking against other production 
sites took place before the plant was opened and the works council thus had 
less leverage during the bargaining round because the management would 
not have been faced with the transaction costs of moving production across 
borders, and the works council could not mobilise the workers. 
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The Hartz reforms had an impact on the use of agency work at both BMW 
plants and also at VW, all of which registered an increase after the deregulation 
of the labour market. At BMW-L and at VW in Wolfsburg the pressure was 
particularly high because the HR strategies regarding agency work were 
formulated and implemented on the basis of the Hartz project. At Ford, by 
contrast, the Hartz reforms had no impact because the works council had 
achieved an agreement including equal pay, quotas and transition rules before 
the reforms were passed. 

The constraints on the bargaining power of labour serve to explain the case of 
BMW Leipzig where the works council was not in a position to negotiate. The 
last section focuses on the variation across BMW in Munich, Ford in Cologne 
and VW in Wolfsburg, which are characterised by similar power constellations. 
The different arrangements are attributable to the works councils’ strategies 
in relation to workforce segmentation. Works councils varied in the extent 
of their commitment to an egalitarian ILM and this variation was associated 
with the proximity between works council and management in terms of 
collaboration and objectives. The table below offers an overview of the 
comparative analysis: 

Analysing the plants through matched comparison offers interesting insights 
into the role of power relations and of works councils’ strategies. The comparison 
between BMW-L and VW-Wolfsburg, which are the plants with respectively 
the weakest and the strongest workplace industrial relations, shows that IR 
strength can make all the difference when plants are experiencing similar 
pressures from the external context. This provides additional evidence further 
to already existing studies on company restructuring and cross-country labour 
market inequality (Doellgast 2010; Gautié and Schmitt 2010). 

However, BMW-L and VW are also the cases where the configuration of core 
and periphery is most blurred even if, in the Wolfsburg plant, the process is 
controlled by the works council. Indeed, VW Wolfsburg has two internal staff 
agencies and is introducing a new in-house qualification track parallel to the 
national vocational training system. This suggests that power should not be 
understood only in terms of strength of company-level industrial relations, for 
external conditions also exert a very considerable influence. The comparison 
between Leipzig and Munich is revealing in this regard: even though both plants 
belong to the same company and are characterised by similar production, the 
political and socio-economic context of the Leipzig plant favoured the creation 
of a model in which core and periphery are interwoven (see also Holst et al. 
2010). These findings contribute to the segmentation literature by expanding 
the power approach insofar as they point out the relevance of the external 
context – alongside IR at the company level – for conceptualising power 
relations in the workplace. 
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Table 3 Summary table

BMW-L BMW-M Ford VW

Product volatility
(% national sales)

15% 10% 13% 

Product quality DQP DQP Mass DQP

Financial conditions 
(debt/capital ratio)

68.89% 85% 59.41%

Investment in skills % trainees (all hired as perm) 2.5% 2.6% 3.4% 4%

Qualification on the assembly line Mainly 
Facharbeiter

Mainly unskilled Mainly 
Facharbeiter

Mainly unskilled

Tenure of agency workers Long-term (years) Long-term (years) Short-term Long-term (years)

Strength of IR Union density 65% 90% 85% 95%

Presence of WC Yes Yes Yes yes

Unionisation of WCs 90% 87% 94%

External context Outsourcing pressure Yes Yes Yes Yes

Unemployment (beginning 2000s) 18% Around 5% 9-16% 12-18%

Hartz reforms HR strategy 
developed on the 
basis of the Hartz 
reforms

Regulation of 
agency work post-
Hartz

Regulation of 
agency work pre-
Hartz

‘Hartz model’ 
before the reform

WC strategy Attitude to segmentation Partial acceptance Refusal on 
principle

Acceptance

WC-Management-Union Close cooperation 
WC-MGMT/IG 
Metall as external 
actor 

Distanced 
cooperation WC-
MGMT/IG Metall 
as external actor

Close cooperation 
WC-MGMT-IG 
Metall 

Regulation Quotas No quotas 3% in direct 
production, no 
agency workers in 
indirect (2003)

5% overall

Equal pay Yes (2009) Yes (2003) Yes (2011)

Transition to permanent position Not yet, IG Metall agreement applies Yes (2003) Yes (2012) but 
longer than in IG 
Metall agreement

Agency work % of the workforce 30% overall 30-40% in direct 
production

3-5% in direct 
production

20% in direct 
production

Sta� agencies i.a. Randstadt i.a. Manpower i.a. Adecco Internal agencies: 
Autovision, WOB 
AG

Tasks All levels, 
including qualified 
positions

Easiest tasks
(assembly line, 
logistics)

Easiest tasks
(assembly line)

Easiest tasks
(assembly line, 
logistics)

Rationale Flexibility bu©er, 
cost compression

Flexibility bu©er, 
cost compression, 
heavy tasks

Flexibility bu©er, 
substitution of 
workers on leave

Flexibility bu©er, 
cost compression
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The comparison among the BMW plant in Munich, the Ford plant, and VW 
in Wolfsburg, suggests that works councils’ strategies (or politics) play a 
determining role in the segmentation of the workforce – interestingly, too 
much ‘social partnership’ at the workplace can be detrimental to the company 
workforce as a whole, as shown by the case of VW Wolfsburg. Given comparable 
levels of power, the extent to which the works council is committed to an 
egalitarian ILM and takes its distance from managerial efficiency imperatives 
is a factor that determines the core-periphery configuration at company-level. 
Thus, even in a situation of declining power and increasing external pressure 
on working conditions, workplace politics plays an important role and works 
councils can still create some little room for negotiation (see also Haipeter 
2012). For instance, the BMW works council asked IG Metall to intervene and 
to escalate the conflict to a higher level. Furthermore, it conducted negotiations 
that led to acceptance of greater flexibility by the core workforce in return for 
permanent hirings of agency workers. 
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8.  Conclusion

This paper has a number of implications for the segmentation literature. 
First of all, the cases examined have shown that there is no automatic 
relationship between skills, products and company workforce structure, as 
argued in the employer-driven literature. This questions the role of efficiency 
for determining workplace arrangements, an aspect which has been over-
emphasised in the literature. From this observation it follows that employer 
interest in maintaining a stable core workforce is probably milder than often 
assumed; by the same token, labour power in the workplace is (or has become) 
more relevant for determining the structure of ILM (see also Doellgast 2012). 

Secondly, even though workplace bargaining institutions are key, it has become 
increasingly difficult for them to filter the external pressure of liberalisation 
on labour organisation and working conditions inside the company. Even 
where works council are present, they do not always manage to prevent the 
marketisation or commodification of labour relations (see Holst 2013). The 
emphasis on the hostile external environment casts new light on the nature 
of the workplace cross-class coalitions which dominate the narrative of the 
dualisation literature (Thelen 2009; Eichhorst 2012; Hassel 2012). Indeed, 
the massive presence of agency work clearly does not reflect works councils’ 
preferences regarding the company workforce structure, since they have been 
devoting considerable effort to a re-regulation of the phenomenon at company 
level. The extent to which, and the terms according to which, works councils 
have engaged with the issue of agency work have varied according to their 
political stance with regard to managerial efficiency imperatives. 

Thirdly, the paper shows that the boundaries between core and periphery are 
being constantly re-designed by social actors as the balance of power changes 
in accordance with the interplay between internal and external factors. As 
such, a more complex and dynamic framework is needed for understanding the 
relationship between core and periphery. Numerous research projects on labour 
market segmentation have adopted a functionalist approach to segmentation 
insofar as they highlight the efficient equilibrium of different labour market 
models. In so doing, they derive actors’ strategies and preferences from labour 
market outcomes (Thelen 2009; Palier and Thelen 2010; Hassel 2012). The 
broader implications of the present research are that labour market outcomes 
need to be investigated from a critical perspective in order to uncover the 
political processes that underlie them; what the case studies have shown 
in particular is that, while expanding the peripheral workforce might be an 
efficient response to market imperatives, it is not the only possible one. 
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