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Overall, the type of degree seems to be most important in Germany, while the 
field of study is generally more decisive in Britain for obtaining entry port 
occupations in internal labour market segments. In addition, there are some 
further distinctive characteristics of credential requirements in both countries. 
In Germany, the strongest difference exists between Fachhochschule-degrees 
and Staatsexamen, both of which are linked to specific labour market 
segments and are mutually exclusive. An academic university degree is 
apparently more flexible and therefore functions as an entry certificate to 
several segments. In Britain, the strongest division is between professional 
and non-professional occupations, where the former require some form of 
postgraduate higher education, while the latter ones are also available for 
graduates with undergraduate degrees. 

Table 12: Credentials important for entering different labour market 
segments 

 Germany Britain 
 Non-Profession Profession Non-Profession Profession 
Private 
sector 

Fachhochschule 
degree, academic 
university degree, no 
subject specificities 

Fachhochschule 
degree, academic 
university degree, 
engineering 

Undergraduate 
degree, 
humanities, 
engineering, social 
sciences 

Postgraduate 
degree, 
engineering, 
science, education 

Public 
sector 

Fachhochschule 
degree, social 
sciences or business 

Staatsexamen, 
academic university 
degree, health, 
education 

Any degree in 
health/welfare 

Postgraduate 
degree, health, 
education, and to 
a lower extent 
humanities 

 
In Britain, these general patterns have undergone important changes in the 
course of historical development, as is evident from the coefficient of the 
older graduation cohort (before 1989). Obviously, British reforms of public 
and professional sector organisation in combination with higher education 
expansion strongly changed entry patterns into different labour market 
segments. Regarding non-professional occupations, graduates leaving higher 
education during the 1980s exhibit higher transition rates to the private sector 
and lower rates to the public sector. The relationship is the other way around 
for professional occupations, which were more easily obtained in the public 
sector during the 1980s, while during the 1990s, more graduates moved to 
professions in the private sector. The identified marketisation of professional 
services seems to strongly impact private sector employment patterns, while 
reforms of the public sector apparently have mattered less. In Germany, only 
non-professional occupations in the public sector lost their relevance for 
higher education graduates over the years; transition rates to this segment 
were more than double during the 1980s than they are now.  
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In addition to specific higher education credentials, further socio-
structural factors have an impact on the transition rates in both countries. 
First of all, women are much more likely than men to enter the public sector, 
particularly in Britain, where they obtain both professional and non-
professional public sector occupations. At the same time, British women are 
less likely to work in private sector professions, which can be taken as an 
indicator of a gendered horizontal segregation between public and private 
sector professionals. Interestingly, transition rates of mothers with young 
dependent children do not differ from those of women without children, 
indicating that sex segregation along professional and public lines does not 
increase the labour market disadvantages that mothers tend to face. 
Vocational training enhances transition rates to non-professional private 
sector employment and decreases the chances of finding employment in 
public sector professions in both countries.  

Overall, the analysis of entry port qualifications for specific labour 
market segments adds important information to the comparative analysis of 
the transition from higher education to work. Instead of focussing merely on 
institutions of the higher education system, such as institutional 
differentiation or occupational specificity, the examination of labour market 
segments shows how the graduate labour market is structured in different 
countries, and which role higher education plays in allowing entrance to the 
various labour market segments. The typology of professional/non-
professional and public/private labour market segments developed in the 
theory chapter proved to be a valuable tool for identifying four different 
pathways from higher education to work. However, in contrast with research 
on vocational education to work transitions, where countries are classified 
exclusively either as OLMs or as ILMs (Gangl 2000b; 2002a; Marsden 1990; 
1999), both OLM and ILM labour market characteristics can be found in the 
graduate labour markets of both countries. The main difference between 
Germany and Britain in this respect lies in the proportion of graduates 
entering each segment immediately after graduation and the specific higher 
education credential required for entry. The data therefore predicts a more 
complex relationship between higher education and labour market segments 
than the rigid bi-polar model suggested by previous research. 

6.4.3 Mobility Within and Between Professional and Public Labour 
Market Segments 

Turning to the occurrence of mobility between different labour market 
segments, Figure 21 reports the estimated Kaplan-Meyer failure functions for 
repeated job shifts between segments during the first five years after 
graduation for both countries. These curves strongly support the hypothesis 
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that mobility between professional and public sectors is much lower in 
Germany than in Britain.  

Figure 21: Changing the labour market segment during the first five years 
after graduation 
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Data: SOEP, NCDS/BCS70 

While less than 25 percent of German graduates find a new job in a different 
labour market segment, almost 50 percent of British job shifts occur between 
public and private and between professional and non-professional sectors. As 
expected, the four segments demonstrate a higher degree of social closure in 
Germany than in Britain. This fact has already been pointed out in the 
institutional analysis, according to which German professional and public 
sectors are more sheltered from market competition. In Britain, deregulation 
has reduced traditional career protection. Thus, even though public and 
professional segments are important destinations for British graduates, too, 
their permeability seems to have become much higher as a result of market 
liberalisation. 

Another way of approaching the mobility between different labour 
market segments is to examine the distribution of labour market segments in 
relation to the segments of jobs previously held. Approached this way, labour 
market segments can again be considered less permeable in Germany than in 
Britain. In addition, the various segment types differ cross-nationally in their 
importance for between-segment mobility. 
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Figure 22: Mobility within and between labour market segments in Germany 
and Britain 
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Data: SOEP, NCDS/BCS70 

The upper panel of Figure 22 shows a high degree of career stability within 
the various labour market segments for Germany. On average, 80 percent of 
those changing the job remain within their same labour market segment 
during the first five years of their working lives. In Britain, the corresponding 
figure is lower, at around 70 percent. Interestingly, British graduates have a 
lower propensity to leave the private sector compared with the public, a 
finding that contradicts the assumption that internal labour markets have a 
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higher degree of social closure. In Germany, hardly any differences in 
mobility patterns exist between graduates employed in the public or private 
sector or in professional and non-professional occupations, respectively. 
Thus none of the identified labour market segments seem to be substantially 
more permeable regarding entry and exit mobility, just as the theory of 
labour market segmentation predicts. Overall, however, in both countries, the 
majority of graduates remain within the same labour market segment after 
job changes.  

Strong differences also exist in relation to the labour market segment of 
the previous job. Mobile German graduates are most likely to come from 
public sector professions, while mobile British graduates are most likely to 
come from the non-professional private sector. This might be merely related 
to the descriptive nature of the figures, since in both countries, the most 
mobile graduates come from segments where the majority of higher 
education graduates find a job after graduation. Yet, it might also be related 
to the specific nature of career mobility. For example, since higher education 
credentials in Britain rarely allow for entry into the professions straight 
away, graduates are more likely to obtain private sector jobs first. Entry into 
the OLM segment becomes possible only after having undergone specific 
professional training with the respective professional bodies, often on a part-
time basis while already working.  

These patterns are largely confirmed by the multivariate analysis of 
transition rates for changing the labour market segment reported in Table 13. 
To do so, repeated event logistic hazard ratios were estimated for both 
countries. The different types of previous labour market segments were 
included as independent variables into the models. Again, the two models 
generate some standard results on the determinants of sector mobility 
behaviour among those changing their jobs.  

Consistent with the predictions of labour market segmentation theory, 
higher education credentials hardly influence transition rates, since further 
mobility within and between segments depends more on labour force 
experience within particular segments rather than qualifications. This is 
confirmed by the coefficients of sector-specific work experience, which 
demonstrates that job mobility rates decline with increasing labour market 
experience in both OLM and ILM sectors. In contrast, factors indicating a 
more discontinuous career development such as a high number of previous 
jobs or longer durations of unemployment increase the chances of changing 
the labour market segment. A high number of previously held jobs is a 
particularly strong signal of fragmented career development, which tends to 
foster further discontinuous employment patterns in both countries. 

There are two important exceptions from the predicted pattern, however,. 
In Germany, the Staatsexamen almost doubles the chances of changing the 
segment. The reason for this might be that those studying for a Staatsexamen 
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have to incorporate a phase of practical training within the public sector 
immediately after finishing the theoretical part of their degree course. 
Thereafter, they are free to decide whether to continue to work in this 
segment of the labour market or to change to another one. Examples of this 
kind of switch include medical doctors or lawyers who have to work in a 
public hospital or administration to acquire their degree but often obtain 
private sector employment thereafter, either by opening their own practice or 
working for a private law company. In Britain, in contrast, graduates from 
health and welfare programmes are less likely to change the segment, which 
indicates that jobs in these professions strongly follow the predicted pattern 
of OLMs.  

The strongest difference between the two countries exists in relation to 
the labour market segment of the previous job. In Germany, previous labour 
market segments exhibit no influence whatsoever, indicating that all four 
segments are similar in their capacity to structure further career development. 
Thus, even the private non-professional sector remains rather closed in 
Germany, as Table 13 demonstrates. 

Table 13:  Changing the labour market segment 

Changing the labour market segment  Germany Britain 
   
Importance of previous work experience for segment changes 
Work experience public sector (months) 0.969 (0.009)** 0.975 (0.003)** 
Work experience profession (months) 0.976 (0.007)** 0.980 (0.002)** 
Duration of unemployment (months) 1.016 (0.023) 0.990 (0.004)* 
Further education (months) 0.978 (0.018) 1.007 (0.008) 
Other activities (months) 0.991 (0.014) 0.995 (0.008) 
No. of previous jobs 1.276 (0.116)** 1.571 (0.034)** 
   
Segment of first job (Ref.: Private sector, other)   
 Private sector, profession 0.969 (0.490) 0.937 (0.077) 
 Public sector, other 0.998 (0.632) 1.247 (0.126)* 
 Public sector, profession 1.297 (0.616) 1.048 (0.119) 
   
Segment of previous job (Ref.: Private sector, other) 
 Private sector, profession 1.565 (0.739) 3.455 (0.269)** 
 Public sector, other 2.470 (1.515) 3.162 (0.345)** 
 Public sector, profession 2.028 (0.913) 3.789 (0.449)** 
   
Importance of higher education for segment changes 
Type of higher education institution (Ref.: Fachhochschule, polytechnic) 
University institution 1.578 (0.353)*# 1.037 (0.058) 
   
Type of degree (Ref.: Casmin 3a = Fachhochschul-degree (D), diploma/certificate (GB)) 
 Diplom, Magister (3b) 1.489 (0.350)  
 Staatsexamen (3b) 1.899 (0.407)**  
 Casmin3b low  0.964 (0.094) 
 Casmin3b high  1.029 (0.118) 
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Changing the labour market segment  Germany Britain 
   
Field of Study (Ref.: Humanities, Arts)   
 Engineering, Technology 0.983 (0.319) 0.963 (0.101) 
 Science, Agriculture 0.559 (0.182) 0.942 (0.083) 
 Soc. Sc., Business, Law 1.179 (0.313) 0.991 (0.071) 
 Health, Welfare 0.989 (0.349) 0.771 (0.088)* 
 Education 0.783 (0.273) 1.056 (0.108) 
   
Control variables   
Female 1.044 (0.198) 1.045 (0.058) 
Female with child < 6 years old 0.899 (0.314) 0.731 (0.102)* 
Non-German / Non-White  0.857 (0.239) 1.097 (0.135) 
Father with higher degree / upper class 0.898 (0.175) 1.013 (0.053) 
Vocational education 1.038 (0.238) 0.936 (0.069) 
Yearly unemployment rate (%) 0.972 (0.094) 1.181 (0.028)** 
Yearly change of GDP (%) 0.923 (0.041) 1.146 (0.023)** 
Size of birth cohort (in 1.000) 1.009 (0.081) 1.041 (0.012)** 
Age participation rate (%) 1.001 (0.001) 0.998 (0.004) 
   
No. of observations (person months) 13489 202972 
No. of failures 175 1910 
Log-likelihood null model -1107.4173 -10781.553 
Log-likelihood end model -900.11418 -9885.828 
Likelihood Ratio Test Chi2 414.61** 1791.45** 
   

Models based on logistic regression, odds ratios reported, standard errors in parentheses  
* significant at 5%; ** significant at 1% 

Data: SOEP, NCDS/BCS70 

In Britain, in contrast, transition rates out of the three supposedly more 
sheltered labour market segments are considerably higher than transition 
rates out of the private non-professional one, a finding which turns 
predictions about internal labour markets on their head. Apparently, the 
strong degree of deregulation and marketisation in these segments during 
past decades has had important consequences for career development. This 
assumption is supported by the macro control variables. First of all, they 
indicate that mobility between segments is strongly influenced by economic 
circumstances such as higher levels of unemployment and economic growth. 
However, the positive coefficient of the APR in particular signals that career 
mobility has become less stable in the course of higher education expansion. 
Instead of providing shelter from market mechanisms and a high level of 
closure for their work force, these segments have become more open in 
Britain, leading to a strong exchange of employees. Thus, mobility patterns 
in Britain do not at all follow the predicted pattern of internal labour markets 
anymore.  

In conclusion, results from the previous sections show that only in 
Germany, the graduate labour market is strongly segmented along 
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occupational and internal lines. This is supported by the analysis of entry port 
occupations, according to which specific credentials form the prerequisite for 
entering professional and public sectors. After entry into any of these 
segments, they only allow for minor change between them, while further 
career development mainly takes place within the segment of first placement. 
Just as it was the case for occupational specificity, labour market 
segmentation in Germany creates a strong lock-in effect. The segment of 
labour market entry strongly determines further career development and 
changes at a later point are hardly possible. This might be positive for the 
majority of graduates; however, those entering non-professional occupations 
of the private sector have little or no possibility of readjustment, even if their 
first placement was less optimal. 

British graduate labour markets seem to be less divided into distinct 
public and professional spheres characterised by strong internal labour 
markets. Even though some higher education credentials are also important 
entry requirements for OLM and ILM segments and therefore follow the 
predicted pattern, subsequent mobility is less determined by the segment of 
the first job. Thus, both forms of internal labour markets have lost their 
capacity to shelter their members from the market, and mobility between 
different segments is much more common. With the exception of health care 
professionals, British graduates more strongly move between the various 
types of labour market segments during the first five years of their career and 
hence exhibit a more turbulent transition pattern. At the same time, the lower 
capacity of British ILM and OLM sectors to determine further career 
development also allows those who have started in less favourable positions 
to proceed to better jobs. 

6.5 Labour Market Regulation and the Stability of 
Employment Positions 

In addition to the institutional determinants of initial employment positions 
and the impact of different labour market segments on career mobility, the 
degree of labour market regulation and flexibility are important indicators to 
show the influence of institutional contexts in Germany and Britain. It has 
been demonstrated that the strictness of (un-)employment legislation varies 
strongly in both countries and should therefore have a significant impact on 
the duration of employment spells, the number of jobs, the incidence and 
consequences of unemployment as well as on upward and downward 
mobility patterns. The smoothness of labour market integration and the 
question whether unstable entry processes leave permanent marks on 
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subsequent employment histories are likely to be strongly affected by 
national characteristics of labour market regulation. 

In many respects, young people have been severely affected by the 
employment crisis of the 1980s and 1990s in both countries (Kohlrausch 
2009). Especially in Britain, consistent levels of high youth unemployment 
have remained an important political issue, and latest active labour market 
programmes such as the “New Deal for Young People” have been 
specifically designed to tackle this problem. In Germany, even though the 
dual apprenticeship system still serves as an effective means of keeping 
youth unemployment at a lower level, certain groups of young people, e.g. 
those with migration background or those lacking the respective credentials 
are strongly at risk. However, the impact of different forms of labour market 
regulation on career mobility and the occurrence of unemployment are highly 
contended in empirical research. On the one hand, researchers emphasise the 
positive effects of a highly deregulated labour market as reflected by the rise 
in wages and occupational status with increasing labour market experience. It 
is argued that labour market entrants tend to profit from lower regulatory 
environments since young people are able to improve wages and 
occupational outcomes by changing employers more easily at the beginning 
of their careers and job hopping can be seen as a key mechanism of career 
development. On the other hand, other studies have pointed to more negative 
mobility effects, since job mobility in deregulated labour markets might also 
be associated with unemployment experiences and downward mobility. Job 
stability would certainly be the more preferable career outcome for young 
people involuntarily leaving their jobs or being caught in chains of 
contingent and secondary labour market segments (Gangl 2002b). 

For the field of higher education, the impact of labour market regulation 
on graduate careers has not been tested systematically yet. So far, studies 
dealing with this issue commonly show that higher education graduates face 
lower risks of becoming unemployed when compared to the rest of the labour 
force, a phenomenon observable across countries (Brauns et al. 2000; Gangl 
2002a; Hillmert 2001; Müller 1998; Teichler 1999). However, if 
unemployment rates are compared exclusively for graduates, cross-national 
differences become more pronounced. The comparison of graduate 
employment in ten European countries conducted with the CHEERS data 
showed that on average about 5% of the respondents were unemployed most 
of the time over the first four years after graduation. This percentage was 
marginal in six countries, such as Germany or Britain, but comprised around 
9 percent in Italy and even 18 percent in Spain (Teichler 2007a). These 
results demonstrate that unemployment not only varies between different 
educational levels, but also between higher education graduates of different 
countries; however, is has not been analysed yet whether different forms of 
labour market regulation are decisive for the occurrence and consequences of 
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graduate unemployment. Nor have the general patterns of career stability and 
status mobility been systematically linked to a country’s institutional 
environment. 

In order to assess the impact of different regulatory frameworks, the 
following analysis will have a closer look at the stability of career 
development, unemployment of higher education graduates and its 
consequences, and at experiences of upward and downward mobility in the 
course of career development. The institutional analysis has shown that 
unemployment and employment protection legislation are very strict in 
Germany. Since standard employment contracts cannot be easily dissolved, 
labour market positions of German graduates should be considerably stable 
and long-lasting, once employment is found. The strict dismissals protection 
is also likely to reduce involuntary job shifts. The generous unemployment 
benefit payments for up to one year are expected to influence re-employment 
patterns. It allows unemployed graduates to seek employment matching their 
qualifications and therefore should be similar to the one held before 
unemployment. At the same time, generous benefit levels are likely to reduce 
the overall risk of downward mobility. The negative side of a high degree of 
labour market regulation is its alleged tendency to hinder job creation. This 
lower flexibility in responding to economic changes is therefore also likely to 
restrict upward mobility. For Britain, it has been argued that its more flexible 
and deregulated labour market is likely to produce unstable entry positions 
with a series of stop-gap jobs during the first years after graduation. Only 
after finding employment matching their skills and/or experiences do British 
students experience a more stable career development. Lower levels of 
unemployment compensation paid for a shorter amount of time in 
combination with strict job acceptance rules will contribute to such a 
turbulent transition regime by increasing occupational mobility after spells of 
unemployment. British graduates simply cannot afford to wait until they find 
an adequate job, but have to accept any offer of re-employment. On the one 
hand, this might cause considerable downward status mobility in the long 
run. On the other hand, a more flexible institutional environment is more 
open to job creation in the upper status hierarchy, which could also lead to 
upward mobility rates.  

6.5.1 Stability of Initial Employment Positions after Graduation 

In order to assess the stability of labour market entry in both countries 
empirically, the duration of various spell types as well as the number of jobs 
held during the first five years after graduation will now be examined in 
more detail.  

Figure 23 displays the mean duration in months that German and British 
graduates spend either in employment, unemployment, further education and 
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training, or out of the labour force. It becomes apparent that for German 
graduates, full-time employment is the most prominent activity in their first 
five years. On average, they are employed full-time for four years, while 
spells of part-time employment, unemployment, further education, or spells 
out of the labour force are much shorter and do not last longer than 20 
months. In Britain, in contrast, the average duration of full-time employment 
spells is 38 months, i.e. almost a year shorter than in Germany, while the 
time spent in other activities is longer. In the case of part-time employment, 
British graduates work on average for two years, while in Germany part-time 
jobs last little longer than one year on average. But despite the differences in 
mean spell length, part-time employment in both countries seems to be less 
prevalent than full-time employment, which indicates that obtaining a full-
time job is more attractive, at least immediately after finishing higher 
education. A differentiation by gender demonstrates, however, that working 
on reduced hours is much more common for women in both countries (see 
Appendix E).  

Unemployment experiences are comparatively short in both countries, 
even though British graduates on average tend to spend slightly longer 
periods in unemployment (8 months) than their German counterparts (5 
months). This is in line with general findings on youth unemployment, which 
has been a substantial problem in Britain throughout the past decade, whilst 
young people in Germany have faced a lower risk of unemployment (Brauns 
et al. 2000). But despite these differences, graduates in both countries 
apparently do not face the risk of long-term unemployment (i.e. spells of 
unemployment lasting more than one year) immediately after graduation; 
short-term employment interruptions are more common. The occurrence and 
consequences of unemployment spells will be examined further in the next 
section.  

Periods of further education are also similar in both countries, lasting on 
average about two years. Even though German graduates generally obtain a 
lower amount of additional training after graduation, the periods of further 
education are of comparable length. The strongest differences between the 
two countries can be observed in time spent outside the labour force, such as 
being on parental leave or home makers, having a gap year, or completing 
military service. German graduates opt out of the labour force for around 10 
months on average, while their British counterparts for around two years on 
average. This might be due to the fact the British graduates are much 
younger when finishing their first degree and often take some time off before 
starting work life. But it might also be that leaving the labour force is a more 
permanent phenomenon in Britain, especially in cases when employment 
cannot easily be found.  
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Figure 23: Duration of spells and number of jobs after graduation 
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Data:  SOEP, NCDS/BCS70, own calculations 

Overall, these figures suggest that labour market entry in Germany can be 
considered relatively stable and continuous, since German graduates 
predominantly work full-time, while they spend much shorter periods in 
other activities. This can be taken as a first indicator of the fact that the high 
level of employment protection in Germany makes stable career development 
more feasible immediately after graduation. Once employment is obtained, 
the risk of losing the job again, is comparatively low. In Britain, in contrast, 
labour market entry can be characterised as a “patchwork” transition period 
that consists of many different activities of considerable length. Even though 
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periods of full-time employment last the longest, spells of part-time 
employment, further education and spells out of the labour force make up for 
a considerable amount of time during the first five years following 
graduation. It seems that the low level of dismissals protection in the British 
labour market makes it more difficult for graduates to obtain stable 
employment positions. 

In order to assess the stability of initial employment positions after 
graduation, it is important to look not only at the time spent in various 
activities inside and outside the labour market, but also at shifts within the 
labour market to account for the smoothness of the transition process. Figure 
23 provides data on the number of full-time and part-time jobs held by 
graduates during the first five years after graduation in Germany and Britain. 
The reported number of individual jobs repeats the above results, showing a 
higher stability of job episodes in Germany, since 30 percent of all graduates 
keep their first job. In Britain, the first five years are much more turbulent for 
most graduates because less than 20 percent of the graduate population keep 
their first job and around a quarter have at least three different jobs.  

This description again demonstrates that the high degree of labour 
market regulation in Germany guarantees a smoother labour market entry 
with higher job stability and fewer job shifts, while entry into the deregulated 
British labour market is marked by lower job stability and a sequence of 
stop-gap jobs. So far the results are in line with the theoretical arguments 
related to the strictness of labour market regulation set out in chapter 2. 
Apparently, the stricter employment protection legislation in Germany 
protects graduates from being made redundant soon after they found their 
first full-time employment. The shorter duration of part-time employment 
spells could in this regard be attributed to the lower degree of regulation of 
this type of employment in Germany. But it might also simply result from the 
fact that graduates prefer to work full-time and quit their part-time 
employment as soon as they find a full-time job. The generally low degree of 
employment protection in Britain is reflected in shorter spells of 
employment, and in the substantially higher number of job shifts British 
graduates experience immediately after graduation.  

6.5.2 Occurrence and Effects of Unemployment 

The results presented so far show that the occurrence of unemployment 
during the first years after graduation is relatively low in both countries. 
However, due to the descriptive nature of mean spell durations during the 
first five years, these results might also reflect completely different transition 
patterns and strongly react to outliers, which might cover cross-country 
variations. The estimation of transition rates to unemployment of more than 
three months after graduation in Figure 24 gives a more precise picture of the 
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percentage of graduates at risk and the duration it takes to become 
unemployed.  

Figure 24: Transition to unemployment after graduation 
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Approached from this perspective, however, the Kaplan-Meier failure 
functions also confirm that the occurrence of unemployment is rather low 
among German and British graduates. Figure 24 demonstrates that in both 
countries, only about 20 percent experience unemployment at all during the 
period of observation. At the same time, it shows that transition patterns are 
rather similar, since most students become unemployed in the first month 
after graduation, while transition rates thereafter decline. Even though this 
decline is seemingly larger in Britain, cross-country differences are 
insignificant according to the 95% confidence intervals. These findings are in 
line with other graduate surveys indicating the low incidence of 
unemployment among graduates in both countries (Teichler 2007a). This low 
occurrence also reflects the competitive advantage of people with a higher 
education degree as compared to those holding other qualifications (Brauns 
et al. 2000). 

Even though the occurrence and duration of unemployment only 
marginally differs between the two countries, the seriousness of 
consequences might still vary. Clearly, concerns about exclusion from the 
labour market are justified, particularly at this early career stage, since they 
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are likely to have long-lasting consequences not only for the transition from 
higher education to work, but for the development of employment careers 
over the life course. In this regard, the description of activities before and 
after spells of unemployment exhibits strong differences between the two 
countries. In Figure 25, the occupational groups of jobs held before and after 
spells of unemployment were compared by using the same eight occupational 
categories as for the estimations on occupational mobility (see methods 
chapter), namely management occupations, professional occupations, 
technicians and associate professional occupations, clerks, service and 
market sales personnel, craft and related trades workers, plant and machine 
operators, and elementary occupations including skilled agricultural workers. 

Figure 25: Occupational mobility after spells of unemployment 
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In Germany, the vast majority of unemployed graduates are likely to continue 
to work in the same occupational group as before. Fewer than 30 percent 
change their occupation or even take up other activities, such as further 
education, or home making. In Britain, a larger proportion finds work in a 
different occupational group after experiencing unemployment. The 
proportion of unemployed that take up other activities is relatively high as 
well, however, making up for around one third of all unemployed British 

                                                           
37  Due to the low incidence of unemployment in both countries, the analysis had to stay at the 

descriptive level. Meaningful multivariate statistical modelling was not possible with the 
low number of cases, particularly in the German data set. 
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graduates. Obtaining further education might be a particular valid 
explanation for this pattern. Moving out of the labour force seems to be 
another likely exit option, however, as indicated by the long mean spell 
duration in Figure 23. The differentiation of this result by gender (see 
Appendix E) demonstrates that exit into economic inactivity is the most 
common option for British women, while British men more often tend to 
change their occupation. Patterns are much more equal between female and 
male graduates in Germany, even though German women are also slightly 
overrepresented among those taking up other activities after unemployment. 

These findings might be taken to indicate that the generosity of 
unemployment benefits and the duration of benefit entitlement indeed have 
an impact on occupational mobility after phases of unemployment. As 
expected, the high unemployment benefits in the German system, which are 
paid for more or less one year and in addition depend on one’s former wage 
level, allows higher education graduates to search for jobs that match their 
qualifications. And at least until 1998, unemployed individuals also had the 
option of turning down job offers that were below their skill level and/or in 
non-matching occupations. British graduates, in contrast, are driven back into 
any kind of employment soon after becoming unemployed due to low 
unemployment benefits and the short durations of benefit claims. Contrary to 
their German counterparts, they do not have the option of turning down 
offers in different occupational fields, with lower wages, or those not 
matching their qualifications. At the same time, opting out of the labour force 
seems to be a common solution for British graduates, most probably since 
new employment is not found easily after becoming unemployed.  

Overall, these results stay in line with the predictions of labour market 
regulation in chapter 5. In Germany, high levels of employment protection 
and generous unemployment benefits are important factors for stabilising 
career development after graduation. Longer phases of full-time employment, 
fewer job shifts and less occupational mobility after unemployment also 
result from a high level of labour market regulation. In Britain, even though 
the occurrence and the level of unemployment are similar to Germany, the 
low level of regulation of labour market institutions leads to a more turbulent 
labour market entry. It consists of shorter spells of full-time employment, a 
large number of job shifts, a high degree of occupational mobility, and even 
exit to economic inactivity as a response to unemployment.  

Thus, higher or lower degrees of labour market regulation help to 
explain variations both in the transition from higher education to work in the 
transition from vocational education and training to work. The major 
difference between the two educational levels lies in the incidence of 
unemployment. While highly unregulated labour markets such as the British 
one have to struggle with high levels of youth unemployment, particularly 
among the least qualified, more regulated environments such as the German 
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one prohibit such high levels, mainly through the provision of occupation-
specific skills (Brauns et al. 2000, Gangl 2002a). For those with higher 
education qualifications, the risk of unemployment is low in both countries, 
indicating that higher education in general provides a competitive advantage 
and better shelter from the risk of unemployment. Here, the regulation of the 
labour market more generally influences career stability and turbulence, be it 
in form of job shifts or occupational mobility. 

Bringing the different levels of occupational specificity back in, these 
results also confirm the findings in previous sections, namely that the 
German labour market is much more strongly segmented along occupational 
lines. Even after spells of unemployment, German graduates keep working in 
the same occupational group as before. The generosity of unemployment 
benefits and the long duration of entitlements support such an occupation-
specific mobility pattern by making sure that interruptions do not strongly 
increase occupational mobility. Estévez-Abe and her colleagues (2001) 
explain this aspect of the German political economy by identifying strong 
institutional complementarities between a specific skill system and a high 
degree of skill protection provided through the labour market. Even at the 
level of higher education, these complementarities seem to be in place. The 
British example of graduate career mobility follows the overall pattern 
inherent to liberal market economies. Even though one cannot speak of lower 
levels of skills, the less specific orientation of higher education in Britain 
makes British graduates move in and out of various occupational groups, be 
it with or without the experience of unemployment. The highly deregulated 
labour market complements this more turbulent transition phase by not 
protecting specific skill investment, but rather making flexible responses to 
changing economic circumstances more common. 

6.5.3 Upward and Downward Labour Market Mobility 

Shifting its attention from the relationship between unemployment and 
occupational mobility to status mobility in general, the analysis now 
addresses patterns of upward and downward mobility occurring after first 
placement in relation to various forms of labour market regulation. In doing 
so, this section again relies on the application of the EGP class scheme, 
differentiating between the high service class (EGP class I), the low service 
class (EGP class II) and lower classes (all other EGP classes) in order to 
measure more or less advantageous status positions and the mobility between 
them. Apart from the determinants of employment stability and the incidence 
of unemployment, it is the direction of status mobility that is important for 
assessing the influence of varying degrees of labour market regulation in 
Germany and Britain. The specific institutional environments of both 
countries should have a strong impact on upward and downward mobility 
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patterns. It has been argued that the more flexible and market-driven labour 
market in Britain is likely to produce lower status mobility. On the one hand, 
it does not shelter graduates from downward mobility since they are forced to 
accept a much larger variety of jobs, particularly after phases of 
unemployment. On the other hand, upward mobility should be more 
prevalent, since job creation is much easier in flexible environments as a 
response to changing economic circumstances. In Germany, the highly 
regulated labour market should generally provide protection from downward 
mobility in that it encourages stable employment positions and lower 
occupational mobility. However, since the highly regulated framework 
affects turnover levels in the total work force, strict labour market regulation 
should also have the indirect effect of lowering overall vacancy levels in the 
labour market, thus shortening mobility chains on the market and restricting 
upward mobility.  

The distinction between these different forms of status mobility gives 
insight into the sources of career stability and instability in both countries. 
Status mobility is measured through a comparison of EGP classes held before 
and after job shifts or career interruptions due to unemployment. Upward 
mobility occurs if the EGP class of the next job is higher, and downward 
mobility takes place if it is lower than the previous job. No mobility is 
measured if a graduate finds a new job in the same EGP class as before. 
Figure 26 reveals the country differences of job mobility patterns during the 
first five years after graduation. Again, Germany is marked by a higher 
degree of stability than Britain. Almost half of all job shifts take place within 
the same EGP class, which does not necessarily mean that the kind of 
occupation stays the same, but rather that the class of occupation does not 
differ. The proportion of graduates changing the occupational class upward 
or downward is quite low. In Britain, in contrast, almost 50 percent of 
graduates experience job shifts with downward mobility. The degree of 
upward mobility, however, is also higher than in Germany. Only about a 
quarter of graduates remain in the same status class after finding a new job.  

Looking at the EGP class of “previous job held” reveals that observed 
country mobility patterns are fairly equally distributed across classes. But 
again, it is noteworthy that British career mobility is much more turbulent 
and flexible. Obtaining an EGP class I job in Britain is by no means a 
guarantee for obtaining subsequent jobs in the same class. On the contrary, 
only 15 percent of graduates maintain their occupational status, while the rest 
faces downward mobility. Even though this guarantee is not given in 
Germany either, downward mobility occurs at a much lower scale. The same 
holds true for upward mobility, where a much higher proportion of British 
graduates in lower class positions move up the occupational ladder than their 
German counterparts. Obviously, the institutional framework influences 
career mobility as expected.  
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Figure 26: Upward and downward mobility after job shifts in Germany and 
Britain 
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The highly regulated labour market in Germany is effective in restraining 
employer-initiated turnover and subduing involuntary job mobility, which 
reduces the associated risk of downward mobility. However, the indirect 
effect of an inflexible framework also restricts upward mobility by 
shortening mobility chains. In Britain, the highly deregulated labour market 
does not provide shelter from downward mobility processes by stabilising 
current employment relationships. At the same time, it does not restrict 
overall turnover levels in the labour market and thereby increases 
opportunities for upward mobility. 

Taken together, the previous sections have shown that the regulation of 
labour markets influences graduate career development in the predicted 
pattern. The strictness of employment protection legislation and the high 
levels and durations of unemployment benefits ensure that German higher 
education graduates face a more stable career development marked by fewer 
job shifts, few occupational shifts and less downward mobility. At the same 
time, these inflexible structures also serve to constrain upward mobility, 
since they tend to entrap graduates in their current status positions. Thus, 
previous employment positions strongly influence career dynamics and 
subsequent positions held. Based on this mechanism, strict labour market 
regulation serves to lock-in status and occupational positions of German 
graduates, ensuring career stability but at the same time preventing correction 
of more unfavourable starting positions. In Britain, a more turbulent 
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transition regime results from the flexible labour market environment. 
Graduates change their occupations more frequently after phases of 
unemployment, and upward and downward mobility is common. At the same 
time, this means that previous employment positions are less important for 
subsequent occupational and status outcomes, allowing for later correction of 
initial skill mismatches. 
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7. Smooth Path or Long and Winding Road? 

The previous chapters have demonstrated that national institutions indeed 
matter; they have a strong influence on the development of graduate careers. 
In Germany, the transition from higher education to work follows a smooth 
path, while in Britain it is more comparable to a long and winding road. This 
final chapter will summarise key findings of the empirical analysis in order to 
construct a common point of reference, to compare the incomparable national 
specificities by seeking again a more theoretical explanation for the overall 
transition patterns in both countries. Just as Hall and Soskice (2001) have 
identified specific institutional complementarities between vocational 
training and work, it is the goal of these final considerations to link the 
empirical findings back to Germany and Britain’s different political 
economies in order to construct specific institutional complementarities 
between higher education and the labour market.  

7.1 The Importance of National Institutions for the 
Transition Process 

The opening point made in this study was that the connection between higher 
education and work exhibits similarities and differences across Europe. At 
the societal macro level, all countries have recently experienced a large 
increase in number of students and strong transformations in their labour 
markets, but these changes differed in scope and scale. At the individual 
level, it is generally easy for higher education graduates to find employment, 
but the quality of initial employment outcomes differs considerably across 
countries. Following these observations, the main statement of the 
introduction was that the national institutional set-up of both higher 
education systems and the graduate labour market should be important points 
of reference for explaining country-specific transition patterns. So far, cross-
national studies on graduate employment have not systematically considered 
the institutional environment in any systematic fashion.  

Responding to this research gap, this book developed a novel theoretical 
model which applied concepts from research on VET to work transitions and 
the Varieties of Capitalism approach to the transition from higher education 
to work. In a first step, four institutional spheres were identified: 
stratification, occupational specificity, labour market segmentation, and 
labour market regulation. The possible impact of those institutional 
dimensions on graduate career mobility was then theorised. In order to 
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examine the theoretical model empirically, two countries representing the 
key varieties of capitalism, Germany as CME and Britain as LME, were 
analysed. The preliminary hypotheses held that the higher education system 
and the labour market in CMEs should be tightly coupled and, accordingly, 
lead to a relatively smooth transition from higher education to work. A rather 
loose coupling between higher education and the labour market in LMEs, in 
contrast, should result in a more turbulent labour market entry.  

The analysis of higher education and labour market institutions in 
Germany and Britain in Chapter 4 confirmed these initial assumptions. The 
comparison was based on a secondary analysis of previous research on the 
four institutional spheres and on a secondary analysis of official documents 
and national statistics. Since a broad array of institutional features was 
included, such an approach runs the risk of producing very general findings, 
while more specific national characteristics are ignored. Nevertheless, the 
analysis showed that Germany and Britain vary considerably regarding the 
four institutional dimensions. In Germany, a weakly differentiated higher 
education system builds upon a highly stratified secondary education system, 
the primary source for sorting students into a stratified occupational 
structure. This institutional set-up should, in combination with moderate 
levels of higher education expansion, guarantee generally more favourable 
entry positions, which are weakly stratified along higher education structures 
and hardly change over time. In addition, the high importance of occupation-
specific training provided by German higher education institutions should be 
a prerequisite for a close match between a higher education credential, the 
occupation obtained, and a low level of occupational mobility thereafter. The 
close coupling between higher education and the professional and public 
sector was expected to make entry into these segments uncomplicated after 
graduation. Careers within these segments should follow the logic of internal 
labour markets. Finally, a high degree of labour market regulation should at 
the same time lead to a stable career development with low occupational 
mobility after spells of unemployment and low status mobility in general.  

In Britain, the weakly stratified secondary school system complements a 
highly stratified higher education system, which should have a strong 
capacity to structure labour market outcomes. In combination with high 
levels of higher education expansion, this set-up should lead to generally less 
favourable employment positions for British graduates, which are assumed to 
worsen over time. Selection takes place through the highly differentiated 
higher education system, which guarantees favourable labour market 
outcomes only for a small proportion of graduates. At the same time, the 
lower importance of occupation-specific training makes initial matches 
between higher education credentials and occupations more problematic, 
leading to a higher degree of mismatches and occupational mobility. This 
should particularly be the case for careers in the professional and public 
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sector, since training has to a large extent been organised outside universities. 
The lower importance of occupation-specific training should also make it 
more difficult to enter these occupations straight after graduation. In 
addition, the strong level of deregulation in these segments over the past 
decades should increase between-sector mobility. What is more, the low 
regulation in the British labour market in general should make unstable 
career development, i.e. numerous job shifts, occupational mobility after 
unemployment, and strong status mobility, more likely. 

The analysis of individual transitions from higher education to work in 
Germany and Britain demonstrated that the four institutional concepts – 
stratification, occupational specificity, labour market segmentation, and 
labour market regulation – are highly valuable for explaining cross-national 
similarities and differences in career mobility. On the whole, findings 
confirmed the expected relations, but also revealed that the story is 
sometimes not as simple as assumed initially. The longitudinal analysis of 
first five years after graduation was conducted by means of event history 
modelling. Compared to cross-sectional strategies, this method has an 
advantage in so far as it captures the duration dependence of careers in 
addition to the correlation between respective covariates. Thus, the general 
nature of the transition process could be examined instead of merely 
contrasting labour market outcomes at a particular point in time. Results 
indicated that German higher education graduates in general face better 
career outcomes immediately after graduation when compared to their British 
counterparts. As expected, status outcomes by different types of higher 
education institutions and degrees are weakly stratified in Germany and 
highly in Britain.  

However, the role of higher education expansion was smaller than 
assumed in both countries, which leads to the conclusion that the 
stratification of secondary education in Germany and higher education in 
Britain is more important for explaining EGP class differences. The increase 
in the student population in Britain only influences the fact whether or not 
employment is found in general, but not the EGP class of the first job. In 
Germany, higher education expansion has not lead to less favourable 
employment conditions of higher education graduates either, which overall 
suggests that the rising numbers of higher education graduates does not 
necessarily tighten the labour market, but is accompanied by an upgrading of 
the occupational structure. Elias and Purcell (2003) offer a likely explanation 
for this finding, at least for Britain. They identify two new and separate 
groups of occupations where the proportion of graduates has risen rapidly 
over the past twenty-five years, namely modern graduate occupations and 
new graduate occupations (Elias and Purcell 2003). Even though, compared 
with the former and traditional graduate jobs, the latter category has slightly 
lower earnings, both are areas considered adequate for graduate employment.  
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An unexpected finding was the fact that fields of study strongly stratify 
labour market outcomes in Germany, even though at first sight, they only 
constitute a horizontal differentiation. This result could only be explained by 
the importance of occupation-specific training in Germany, which 
significantly puts graduates with more general subjects at a significant 
disadvantage. This pattern is observable in Britain, too, but not to the same 
extent, following from the lower degree of occupational specificity. On the 
whole, though, the different values attached to occupation-specific training 
and the applicability of knowledge lead, as expected, to a tight match 
between higher education credentials and occupational outcomes with low 
occupational mobility in Germany. In contrast, British graduates experience 
lower initial matches and therefore hop between different types of 
occupations in the beginning of their careers. These findings contradict the 
assumption of some scholars that higher education in general confers general 
rather than specific skills. Different institutional environments produce 
higher education systems with varying degrees of occupational specificity, 
just as it is the case for vocational training. This holds true even though 
estimations were based on rather broad subject clusters with very diverse 
occupational outcomes due to data restrictions. It is therefore suggested that 
models are replicated with other data sets to allow for more refined field of 
study categories and an objective assessment of the congruence between 
subjects and occupations. 

The country-specific importance of occupation-specific training also 
helped to explain the impact of internal and occupational labour market 
segments on graduate career mobility. In this regard, the four-cluster 
typology of private, public, professional and non-professional spheres has 
proved to be highly valuable for characterising a segmented graduate labour 
market. Since in Germany, a higher education degree has traditionally been a 
prerequisite for entering professional occupations and jobs in the public 
sector, the majority of graduates succeed at the entry ports of these segments 
and thereafter pursue careers within the segment of the first job. The 
coupling between British higher education and the professional or public 
sector is much looser, since entry certificates are mainly obtained after 
finishing higher education. Therefore, the majority of graduates starts in the 
private sector and only later moves on into the more internal labour market 
segments. At the same time, the deregulation of these labour market sectors 
in Britain during the past two decades has strongly reduced their social 
closure. Therefore, they have lost their capacity to provide internal and 
occupational lines of career progress, and determine further career 
development to a lesser extent than in Germany.  

The different degrees of labour market regulation in both countries also 
strongly influenced the transition process of higher education graduates. 
Strict employment and unemployment legislation in Germany leads to stable 
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career trajectories, with long phases of full-time employment, few job shifts, 
little occupational mobility after periods of unemployment, and shelter from 
downward mobility. At the same time, upward mobility is restricted as well, 
since job creation is far less dynamic than in the flexible British system. 
There, the low degree of labour market regulation leads to a stop-gap-job 
pattern immediately after graduation with shorter spells of employment, a lot 
of job shifts, and strong patterns of mobility, be they upward or downward or 
between different occupations. The only similarities in this regard are related 
to the incidence and duration of unemployment after graduation, which is 
low and short in both countries. It would be worthwhile for further research 
to include additional indicators of labour market flexibility into the 
estimations, such as type of employment contract or self-employment, both 
of which have been shown to vary considerably in both countries among 
higher education graduates (Kim and Kurz 2001). 

Overall, these results demonstrate that both higher education and labour 
market institutions matter for the transition from higher education to work. 
However, there are some aspects of graduate employment which need more 
in-depth investigation and are therefore recommended for further research. 
First of all, the importance of standardisation for graduate career mobility 
could not be explored in the present study due to data limitations. It would be 
of great value for understanding country-specific transition patterns if this 
theoretical concept was explored further. By means of standardisation, it 
would be possible to incorporate different forms of higher education 
governance resulting from more centralised or decentralised political 
structures into the explanatory model. Beyond the standardisation of 
occupation-specific contents, the application of this concept would provide a 
basis for analysing the extent to which standardised examination or marking 
procedures shape the transition process.  

The interaction between different institutional spheres and the socio-
structural background of students has so far not been explored sufficiently 
due to data and space restrictions. Initial results have shown that the 
transition process is clearly gendered in both countries. Quite surprisingly, 
though, gender differences are strong within countries, while the pattern of 
gender inequalities is rather similar in Germany and Britain. In both 
countries, women have a higher risk of working part-time and of obtaining 
lower status positions after graduation. Generally, they tend to study subjects 
with lower labour market returns and work more often in the public service 
than their male counterparts. Thus, even though strong cross-national 
differences in overall transition patterns exist, patterns of gender inequality 
seem to be more universal across countries. A more thorough investigation of 
sex segregation in graduate labour markets and the ways in which it is 
influenced by different institutional environments would first of all mean 
applying more gender-sensitive concepts to the transition process than the 
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ones used so far. Introducing theoretical approaches that also account for 
cross-national similarities will give further important insights in the 
understanding of how gender inequalities come about, particularly among 
highly skilled women and men.  

What also remains largely untouched in this study is the relationship 
between parental socio-economic background and graduate career prospects. 
The analysis of the stratification of education systems has already shown that 
the channelling of students into different education tracks leading to 
differences in their subsequent labour market chances occurs at different 
stages. Since these selection processes are strongly influenced by parental 
choice, cross-national variations of the reproduction of social inequalities 
should vary according to the institutional framework of different political 
economies. Initial evidence for this assumption was given by the British 
results on stratified labour market returns, which showed that parental socio-
economic status is indeed important for obtaining high service class 
positions, even if the institutional dimensions of higher education are 
controlled for. Finally, data restrictions did not allow for an exploration of 
the effects of ethnicity and nationality in full detail, aspects that are therefore 
recommended for further research. 

7.2 Building Institutional Complementarities between 
Higher Education and Work 

By and large, a general result of this study is that the application of the four 
institutional concepts to the transition from higher education to work 
provides a theoretical framework for conducting more expedient cross-
national comparisons of graduate employment than before. However, it was 
argued that the application of these concepts alone cannot account for overall 
transition regimes prevailing in different political economies. Analysing the 
degree of coupling between the different institutional spheres and building 
institutional complementarities makes it possible to grasp the overall logic of 
the transition from higher education to work. Combining all results, the 
following picture emerges: In Germany, the close coupling between higher 
education institutions and the graduate labour market is based on a highly 
stratified school system and a weakly stratified higher education, which, in 
combination, serve to make graduate employment more elitist. At the same 
time, the prevalence of strong internal labour markets, such as those found in 
the professions and the public service, when combined with a relatively well 
regulated labour market, guarantee career stability for labour market entrants. 
This tight coupling ensures that German graduates in general have more 
favourable and more matching entry processes than their British 
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counterparts. It is more common for German graduates to find employment 
in high status positions, matching occupations and internal labour market 
segments. In addition, German graduates experience smoother and more 
stable career development with little occupational and status mobility, even 
after spells of unemployment.  

In Britain, higher education is more disconnected from the labour 
market, due to the historical emphasis on general education, but also due to 
linkages with particular occupations and professions that have only recently 
been established and a low level of overall labour market regulation. Only 
the upper tiers of the vertically stratified higher education institutions ensure 
matching processes similar to those in Germany. The majority of British 
graduates start their careers in lower status positions, which match their 
higher education credentials to a lesser degree, while entry into professional 
and public sectors is more restricted. Higher education credentials are 
generally less important for job placements, while additional signals such as 
demographic variables are used for matching students to jobs. In the course 
of their early careers, British graduates perform extensive job hopping 
between different occupations and status positions, either to obtain better 
matching jobs, or because they are forced to do so by the highly flexible 
labour market environment.  

In order to capture the nature of a looser or tighter coupling between 
higher education and labour markets in both countries more precisely and to 
make sense of these divergent transition patterns at a more abstract level, it is 
useful to return to the institutional complementarities between vocational 
training and the labour market in Germany and Britain. According to the 
Varieties of Capitalism approach, CMEs are rich in institutions that lock 
economic actors into long-term relationships, while LMEs lack such 
institutions and more strongly depend on market relations. In CMEs, the 
strong degree of cooperation between the state, trade unions, and employer 
associations guarantees the provision of specific skills through a standardised 
vocational education and training system, which complements a highly 
segmented labour market along occupations and industries. Strict labour 
market regulation helps to protect the investment in specific skills. Hence, 
those institutions that lock economic actors into long-term relationships make 
it possible for workers and employers to commit to a high-skill equilibrium, 
which in the long run ensures a high level of specific skill protection. The 
absence of such cooperative structures in LMEs makes general skills more 
important. They are complementary to a labour market weakly segmented 
along occupations and industries, but more strongly segmented in relation to 
internal firm hierarchies. A high degree of regulation is not necessary, since 
no specific skills have to be protected. Accordingly, the strong reliance on 
markets and hierarchies results in a low-skill equilibrium with a low degree 
of specific skill protection.  
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It becomes immediately apparent that the connection between higher 
education and labour markets follows a similar logic. Germany, as an 
example of CMEs, more strongly corresponds to a specific skill system. It is 
mainly the government that guarantees, in cooperation with professional 
associations and bodies, the provision of specific skills through the higher 
education system. This is complemented by a highly segmented graduate 
labour market, also strongly corresponding to occupations, but in addition 
characterised by distinct internal labour markets in the professional and 
public sector. Both segments ensure a high degree of market protection in 
graduate labour markets. And as for the field of vocational training, a highly 
regulated labour market helps to protect individual skill investments by 
reducing occupational mobility. In Britain, which serves as an example of 
LMEs, the connection between higher education and the labour market more 
strongly represents a general skill system. The more general training of 
higher education graduates corresponds to a graduate labour market that is 
less segmented along occupations. This makes matching processes a more 
individual endeavour, less reliant on specific credentials and more dependent 
on discretionary employer recruitment. In addition, the low degree of labour 
market regulation does not protect specific skill investments for the majority 
of graduates. An important confinement of this general pattern lies in the fact 
that some forms of cooperation between public higher education institutions 
and professional bodies have developed in LMEs as well. But even the 
traditionally more sheltered public and professional segments have become 
deregulated and open to market competition.  

By and large, the observed institutional complementarities between 
higher education and graduate labour markets correspond to the overall logic 
of different political economies. However, there are also important 
differences between vocational training and higher education. One is related 
to the degree of specific skills. Even though higher education in CMEs 
provides on the whole more specific skills than in LMEs, skills provided 
through higher education are in general less specific than it is the case for 
skills obtained through vocational training. The other difference refers to the 
varying degrees of protection inherent in both types of political economies. 
Even though labour market regulation is decisive for skill protection at the 
level of higher education, the particular structure of graduate labour market 
makes it also possible to provide varying degrees of status protection.  

The empirical results have shown that the connection between higher 
education and the graduate labour market in CMEs tends to be more 
“decommodified” and protected from market competition as compared to 
both vocational training in CMEs and higher education in LMEs. This higher 
degree of status protection in CMEs relies on a mixture of institutional 
structures. First of all, the combination of a highly stratified secondary 
education system and a weakly stratified higher education system ensures 
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that higher education remains more elitist in character, even in the course of 
higher education expansion. In addition, the high level of protection of 
internal labour market segments from market processes in sectors important 
for graduate employment, coupled with a highly regulated labour market in 
general ensures a high protection of initial status positions in the further 
course of graduate careers. Taken together, such a high level of status 
protection guarantees a smooth transition process, consisting of higher status 
entry positions, stable career development, and little status mobility.  

Graduate labour markets in LMEs are less sheltered from market 
competition, and therefore institutional complementarities between higher 
education and labour markets offer only a low degree of status protection. 
This is prepared by a weakly stratified education system and complemented 
by higher degrees of higher education expansion, which increases 
competition among graduates and reduces status returns. In addition, the 
absence of strong internal labour market segments, i.e. public and 
professional sectors with a lower degree of social closure, do not guarantee 
status protection of employment positions, even if a job is obtained in these 
segments. The lower-level protection of status positions is reinforced by a 
high degree of deregulation in the labour market in general, which makes 
skills investments more risky and outcomes less stable. On the whole, this 
low degree of status protection is associated with a more turbulent labour 
market entry of higher education graduates, consisting of generally lower 
status outcomes, more stop-gap jobs, and more status mobility.  

The various degrees of status protection that were found in CMEs and 
LMEs fit neatly with the Varieties of Capitalism thesis. Britain and Germany 
thus exhibit distinct equillibria between higher education systems and 
graduate labour markets. This is also supported by the particular patterns of 
labour market exclusion found in both countries. In the coordinated market 
economy of Germany, the downside of a high degree of status protection is a 
tendency to create social exclusion by three different lock-in effects. First, 
the high degree of stratification locks graduates into specific status positions. 
Second, the high degree of occupational specificity locks graduates into 
specific occupations. Third, the high degree of labour market segmentation 
locks graduates into specific labour market segments. All of these lock-in 
effects are reinforced by a high degree of labour market regulation, which 
does not allow for later corrections of the initial placement, since it reduces 
occupational and status mobility. As a consequence, the high status 
protection of institutional arrangements in CMEs generally leads to more 
favourable starting positions and stable career development. Yet, the lock-in 
of initial position makes latter mobility difficult. It excludes those with less 
favourable starting positions and restricts later correction of initial 
mismatches. This process of exclusion was shown to be more pronounced for 
graduates with more general fields of study and for female graduates.  
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The importance of lock-in effects and subsequent exclusion of particular 
social groups is also observable in the field of vocational training in CMEs. 
There, the high level of skill protection guarantees generally more favourable 
starting positions, but only for those with vocational certificates. Those 
finishing education without the respective credentials are systematically 
excluded from labour market participation. But despite these apparent 
similarities between the various educational levels, differences in the 
mechanisms of exclusion prevail between higher education and training: 
while exclusion patterns during the transition from higher education to work 
strongly depend on the initial position obtained in the labour market, 
exclusion patterns during the transition from VET to work strongly depend 
on the qualification obtained in the education system. In LMEs, neither status 
nor skill protection produce such strong lock-in effects for career prospects. 
Only one aspect of higher education systems in CMEs, its high degree of 
stratification, seems to create a distinct pattern of exclusion, since higher 
class positions are mainly obtained by students with higher socio-economic 
backgrounds. But this again corresponds to the general exclusion patterns in 
LMEs, which, according to Estévez-Abe et al. (2001), reproduce class 
inequalities to a higher degree. Table 14 summarises the institutional 
determinants of graduate employment in different political economies. 

Table 14: The institutional determinants of transition patterns in CMEs and 
LMEs 

 CMEs LMEs 

Stratification of secondary schooling High Low 
 + + 
Stratification of higher education Low High 
 + + 
Occupational specificity High Low 
 + + 
Degree of labour market segmentation High Low 
 + + 
Degree of labour market regulation High Low 
 ↓ ↓ 
Institutional complementarities Specific skill equilibrium, 

high status protection 
General skill equilibrium, 
low status protection 

 ↓ ↓ 
Transition regime High status positions,  

good initial matches,  
stable career development, 
low occupational and status 
mobility, high lock-in 

Low status positions,  
bad initial matches,  
unstable career 
development, high 
occupational and status 
mobility, low lock-in 



247 

7.3 National Paths in Transition? 

Overall, the Varieties of Capitalism thesis requires looking at the specific 
historical circumstances and institutional contexts that form complementari-
ties between higher education and graduate labour markets. It is only by 
conducting such an analysis that one can begin to understand the social 
dynamics which will enable a more comprehensive Varieties of Capitalism 
thesis – in particular the implications of the institutional complementarities – 
as it applies to the relationship between labour markets and higher education. 
The previous analysis has shown that the type of skill equilibrium and the 
degree of status protection create distinct institutional complementarities 
between higher education and work and therefore are crucial for determining 
the career prospects of higher education graduates.  

Applying this framework to countries other than Germany and Britain 
should lead to similar results, depending on whether countries are classified 
as CMEs or LMEs. Some critics of the Varieties of Capitalism approach, 
however, have argued that it is more capable of explaining a dualism rather 
than a range of varieties (Boyer 2005), so applying it for countries that 
cannot be clearly classified as CMEs and LMEs is more complex. As a 
consequence, more comprehensive cross-country comparisons might show 
that CMEs and LMEs only represent two types of a larger variety of political 
economies. Table 15 demonstrates that the combination of different types of 
skill regimes and different levels of status protection theoretically allows for 
identifying four distinct types of institutional complementarities between 
higher education and work.  

Table 15: Institutional complementarities between higher education and 
work 

  Type of skill equilibrium 

  Specific skill equilibrium General skill equilibrium 

High status protection Germany  Level of status 
protection Low status protection  Britain 

 
Further research in this regard will have to establish whether more distinct 
models of transition regimes exist, just as it is the case for welfare state 
typologies, which also identify a Social-Democratic and a Southern 
European model. It might be that the influence of the four institutional 
spheres on graduate career trajectories does no follow the same neat pattern 
in the Scandinavian or Southern European countries as it is the case for 
Germany and Britain, but rather exhibit more mixed directions of 
institutional outcomes. Analysis of the CHEERS data, which provides a most 
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comprehensive attempt to follow graduates during the first four years after 
graduation in a broader range of countries, would most probably yield 
interesting results. 

Apart from its theoretical applicability for cross-national research on 
graduate employment, this study also poses some practical questions for 
further developments in Germany and Britain. Just as for the field of 
vocational education and training, German institutional arrangements seem to 
be more positive for labour market outcomes and career mobility. In Britain, 
the low degree of status protection and the general skill equilibrium makes 
the individual transition from higher education to work a more vulnerable 
process. Even though higher education in Britain by and large still guarantees 
better labour market chances as compared to lower educational 
qualifications, the comparative results of this study clearly show that the 
strong labour market reforms over the last decades have considerably 
worsened the career prospects of graduates. Effects of the high degree of 
deregulation and liberalisation of the graduate labour market and of higher 
education are only beginning to be perceived and might become more severe 
in the future, creating unstable career prospects for those working in 
occupations of particular importance to the public interest, such as 
professionals or civil servants.  

However, the ongoing expansion of higher education participation, 
which aims at achieving an enrolment rate of 50 percent of those aged 18–30 
by 2010 (DfES 2003), might also have considerable consequences for 
graduate career prospects in the future. Even though results have so far only 
pointed towards a slight decrease in overall employment chances in the 
course of higher education expansion, a further deterioration of career 
outcomes might occur in the future. The high level of stratification of the 
British higher education system might then strongly contribute to the sorting 
of students into jobs, creating a more diversified class structure between a 
small higher education elite, graduating from high-profile university 
institutions with postgraduate degrees, and the majority of graduates. British 
undergraduate students from less reputable institutions may then be likely to 
obtain jobs far below their educational level.  

In Germany, the high degree of status protection seems to have 
maintained the relative advantage of higher education graduates as compared 
to holders of other certificates. However, in this case, changes have to be 
closely monitored as well, particularly against the background of the Bologna 
Process. The introduction of a vertically differentiated degree structure in the 
German higher education system, similar to the one existing in Britain, is 
likely to produce a higher stratification of labour market outcomes between 
undergraduate and postgraduate credentials in the future. It remains to be 
seen whether German undergraduate students will experience a similar level 
of status protection as graduates holding an “old” German degree have in the 
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past. If not, graduates with a Bachelor degree may have to compete with 
graduates from the dual apprenticeship system. 

The channelling of students into particular occupational strata then 
becomes even more pronounced. If a highly stratified school system is 
accompanied by a highly stratified higher education system, sorting occurs 
twice in course of an individual education process. Since German education 
inequalities are the highest among all OECD member status (OECD 2003) 
and since it is well-established that the tripartite structure of German 
secondary schooling is the decisive factor in reproducing these social 
inequalities (Allmendinger and Aisenbrey 2002; Blossfeld and Shavit 1993), 
this propensity is likely to increase through the introduction of a stratified 
higher education system. It might be that this additional sorting process will 
encourage only students from upper socio-economic backgrounds to stay on 
at higher education institutions and study for a postgraduate degree, which, 
as the British case has shown, is likely to yield better labour market returns. 
The aim of German education policy to increase age participation rates also 
has to be viewed against the background of a double-stratified education 
system. As this study has shown, the stratified secondary school system sets 
an institutional barrier to higher education expansion. Since the German 
apprenticeship system offers a worthwhile alternative for pupils holding the 
Abitur, the increase of numbers of students in Germany is unlikely to match 
the corresponding increase in Britain.  

Finally, cross-national differences in the relationship between higher 
education and labour markets will have to be closely monitored against the 
background of the Bologna Process, which aims at harmonising the 
structures of higher education systems across Europe. Many scholars expect 
a convergence of the career prospects of higher education graduates, since 
from now on higher education credentials are supposed to be more easily 
transferable across countries. What this perspective fails to take into account, 
however, is the institutional set-up of graduate labour markets as well as the 
existence of path dependencies in the higher education system. This study 
has demonstrated that in the two decades prior to Bologna, similar 
experiences of higher education expansion across the nation were crucially 
mediated by institutional dynamics. This indicates that the national higher 
education reform projects initiated by the Bologna Process are likely to 
follow a tortuous route to convergence. This study sought to enable a better 
understanding of some of the obstacles that stand in the way. 
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Appendix 

Appendix A: Description of German and British Data Sets 

 SOEP NCDS/BSC70 

Number of graduates 878 3805 
Years of graduation 1984 – 2001 1979 – 1997 
Years of labour market careers 1984 – 2005 1979 – 2000 
Sample NCDS n.a. 43.44 % 
Old graduation cohort (before 1990) 24.00 % 38.00 % 
Females 40.66 % 50.09 % 
Females with children under six years   2.05 %   3.89 % 
Non-German (Ger) / Non-White (GB)   8.20 %   4.26 % 
Father with higher education (Ger) /  
employment in EGP class I or II (GB) 26.65 % 46.02 % 

Vocational Training 19.93 % 26.41 % 
Mean age of graduation (Std. Dev.) 28 (4.102) 24 (3.160) 
Graduation in East Germany 17.00 % n.a. 
University graduates 65.49 % 55.77 % 
Casmin 3b (high) 65.49 % 17.08 % 
 Diplom, Magister 46.36 % n.a. 
 Staatsexamen 19.13 % n.a. 
Casmin 3b (low) n.a. 71.67 % 
Casmin 3a (gen) 34.51 % 11.25 % 
Engineering 26.88 % 11.14 % 
Science 14.46 % 16.95 % 
Soc. Sc., Business, Law 34.05 % 32.27 % 
Health, Welfare   7.86 %   9.67 % 
Humanities, Arts   9.57 % 20.05 % 
Education   7.18 %   9.91 % 
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Appendix B: The Erikson-Goldthorpe Class Scheme 

Classes Occupations included 

I Higher-grade professionals, administrators, and officials; managers in large industrial 
establishments; large proprietors 

II Lower grade professionals, administrators, and officials; higher-grade technicians; 
managers in small industrial establishments; supervisors of non-manual employees 

IIIa Routine non-manual employees, higher grade (in administration and commerce) 
IIIb Routine non-manual employees, lower grade (sales and services) 
IVab Small proprietors and artisans with or without employees 
IVc Farmers and smallholders; other self-employed in primary production 
V Lower-grade technicians; supervisors of manual workers 
VI Skilled manual workers 
VIIa Semi- and unskilled manual workers (not in agriculture) 
VIIb Agricultural and other workers in primary production 

(Source: Erikson, Robert and Goldthorpe 1992: 38f) 

Appendix C: The New Casmin Educational Classification 

Qualification  Description 

1a  Inadequately completed general education 
1b  General elementary education 
1c Basic vocational qualification or general elementary education and 

vocational qualification 
2a  Intermediate vocational qualification or intermediate general qualification 

and vocational qualification 
2b  Intermediate general qualification 
 2c_gen  General maturity certificate 
 2c_voc  Vocational maturity certificate/General maturity certificate and vocational 

qualification 
3a  Lower tertiary education 
 3a_gen  Lower tertiary education – general diplomas 
 3b_voc  Lower tertiary education – diplomas with vocational emphasis 
3b  Higher tertiary education 
 3b_low  Higher tertiary education – lower level 
 3b_high  Higher tertiary education – higher level 
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Appendix D: Vocational Training in Germany and Britain 

In Germany, the main characteristic of the so-called “dual system” of 
apprenticeship is the combination of school-based theoretical education with 
practical learning in the work place, normally lasting for three and a half 
years. Its organisation is based on the cooperation between state, trade unions 
and employers, who jointly set the curricular standards, practical 
requirements and further particulars. Due to the orientation of the dual 
system towards occupation-specific skills that can directly be utilised in 
particular occupations available in the German labour market, transition to 
work has traditionally been rather easy (Allmendinger and Aisenbrey 2002; 
Blossfeld and Mayer 1988; Müller 1998; Müller and Gangl 2003). The 
smoothness of the transition process has worsened recently, however, due to 
tightened labour market conditions, rapid changes in skill demand, and the 
increasing unwillingness of employers to train young people themselves 
(Kohlrausch 2007). In addition, the Hauptschule has undergone an enormous 
decline in social acceptance for the labour market during the last two decades 
(Müller 1998). While during the 1970s it was normal for Hauptschul-
graduates to obtain an apprenticeship, nowadays they frequently face 
problems in meeting the requirements for vocational training. Nevertheless, 
the German dual system is still considered a worthy alternative to higher 
education even for leavers from the Gymnasium. In 2002, around 50 per cent 
of a given age cohort were enrolled in the dual system (OECD 2004a: Table 
C2.5) and about 25 percent graduated from tertiary education. Over the last 
15 years, these trends in educational attainment of the 25- to 64-year-old 
population have been surprisingly stable (OECD 2004a: Table A3.4a). 

With respect to British vocational education and training, substantial 
changes have taken place during the last three decades (Brauns and 
Steinmann 1997). In the mid 1970s, the VET system was highly criticised for 
not producing an adequate number of highly skilled individuals compared to 
international competitors and compared to requirements of the labour market. 
Also during this decade, Britain experienced increasing and politically 
unacceptable levels of youth unemployment, particularly among unskilled 
school leavers. Both issues were related to the fact that the training offered 
was lacking any organised structure and regulation, taking place 
predominantly in form of training-on-the-job. After the Conservatives won 
power in 1979, the Thatcher Government reformed the VET system radically 
by introducing several vocational education programmes. However, these 
new measures were far from being standardised or of high quality. By the 
late 1980s, about 6000 different pre-vocational and vocational qualifications 
existed in Britain, awarded by different qualifying bodies competing in 
overlapping occupational areas, while the standards achieved by young 
people often were to be questioned.  
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In order to rationalise British vocational training, the National Council of 
Vocational Qualifications (NCVQ) was established in 1986. Its main tasks 
were to develop a unified framework of national qualifications based on 
national standards, the development of quality assurance mechanisms, and 
the development of National Vocational Qualifications (NVQ) in co-
operation with the most important awarding bodies such as The Business and 
Technician Education Council (BTEC) and The City and Guilds of London 
Institute (CGLI). The established framework of National Vocational 
Qualifications includes five levels of qualifications reflecting the level of 
competence and achieved skills. The NVQ are usually directed at specific 
occupations, and assessment of actual performance takes place in a realistic 
work environment, normally the workplace itself. By 1991 the Government 
introduced the General National Vocational Qualifications (GNVQ) as a kind 
of ‘bridge’ between the traditional ‘academic’ qualifications like GCSE and 
A level on the one hand and the NVQ framework on the other establishing a 
triple track of educational provision. In contrast to the NVQ, the GNVQs are 
more broadly based education awards than specific in competence of a 
particular occupation. Furthermore, GNVQ assess educational achievement 
whereas the assessment of NVQ of actual performance takes places in the 
workplace. Even though there are serious concerns about the reliability and 
validity of criteria-referenced assessment used in NVQ and GNVQ, they 
represent the first attempt to establish a VET system based on national 
standards and geared towards teaching occupation-specific knowledge. 
Despite these reforms, British VET has never reached the same levels of 
standardisation and occupation-specific training as in Germany. 
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Appendix E: Gender-specific Transition Patterns 

Figure 27: Transition to part-time employment after graduation by gender 

0
.1

.2
.3

.4
.5

.6
.7

.8
.9

1

0 6 12 18 24 30 36 42 48 54 60
Analysis time in months

95% CI 95% CI

sex = male sex = female

Kaplan−Meier failure function

Germany: Part−time Employment

0
.1

.2
.3

.4
.5

.6
.7

.8
.9

1

0 6 12 18 24 30 36 42 48 54 60
Analysis time in months

95% CI 95% CI

sex = male sex = female

Kaplan−Meier failure function

Britain: Part−time Employment

 
Data: SOEP, NCDS/BCS70 

Table 16: Number of spells in Germany by spelltyp and gender 

Spelltyp   Male  Female Total 

Full-time Employment 647 442 1089 
Part-time Employment 178 253 431 
Unemployment 184 141 325 
Education, training 162 127 289 
Paternal leave, homemaker 33 148 181 
Other 157 85 242 
Total 1361 1196 2557 

Table 17: Activities after unemployment in Britain by gender (in %) 

Spells after unemployment Male Female 

Same occupation 49.70 31.11 
Different occupation 32.34 29.38 
Other activity 17.96 39.51 
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