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Abstract 
This article proposes a new conceptualisation of skill formation within growth 
regimes that integrates a transnational dimension. Drawing on insights from global 
value chain and managed migration scholarships, skill formation can become a 
transnational effort coordinated by a dominant growth coalition sourcing skills for 
economic growth. Focusing on Germany as a least-likely case, this article finds an in
crease in policies and practices to transfer vocational education and training and 
manage labour migration, as part of a growth strategy to sustain export-led growth. 
A coalition of the state and employers supports this strategy, called ‘externalisation’, 
which unions, political parties, and foreign governments do not oppose. Through 
the study of externalisation, we advocate for a departure from methodological na
tionalism when studying growth in 21st-century political economies.
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1. Introduction

Political economy has long examined the strategies that advanced capitalist democracies use 
to achieve economic growth. While scholars typically frame this as either a supply-side 
(Hall and Soskice 2001) or demand-side issue (Baccaro, Blyth, and Pontusson 2022), a 
more integrative approach highlights the inextricable link between ‘the main driver of de
mand and the way the supply side is organised’ (Hassel and Palier 2023: 350). Accordingly, 
countries can be understood through the lens of distinct ‘growth regimes’, defined as modes 
of governance of the economy that encompass both supply-side and demand-side elements. 
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Growth regimes are defined by the sectors functioning as engines of growth, the institutions 
governing the economy, and the main components of aggregate demand (Hassel and Palier 
2021: 12).

Skill formation plays a crucial role in growth regimes by ensuring that the sectors driving 
economic growth have access to the right quality and quantity of skills. Traditionally, the 
literature highlights the complementarities between skill formation and specific industries 
(Chevalier 2021), with the German vocational education and training (VET) system and its 
alignment with advanced manufacturing as a key example. However, with the rise of the 
knowledge economy and of intellectual inputs carrying a higher premium, the traditional 
complementarity between skill formation and economic sectors is disrupted, altering the 
skill requirements of advanced capitalist economies (Baethge and Wolter 2015; Graf 2017; 
Durazzi and Benassi 2020). At the same time, demographic change further complicates skill 
provision, requiring skill formation institutions to adapt to changing workforce 
demographics.

We argue that a new dimension of change in skill formation lies in its increasingly trans
national orientation. By connecting the literatures on global value chains and managed mi
gration to the study of skill formation, we identify two trends that challenge skill 
formation’s traditional national anchoring. First, manufacturing corporations have pursued 
a strategy of ‘producing where they sell’ (Alfaro and Chen 2014; Herrigel 2020), shifting 
production to emerging and developing economies where consumer demand continues to 
grow, unlike advanced economies with saturated consumer markets. This shift requires a 
workforce with skill levels comparable to those in previous production locations, typically 
located in advanced economies. Second, as demographic decline intensifies, advanced capi
talist economies are expanding the extent of labour migration. This has led to a growing in
flux of workers trained in different skill formation systems entering advanced capitalist 
economies (Menz 2008; Afonso and Devitt 2016). By documenting these trends and study
ing their politics, we advocate for a broader perspective on skill formation that encompasses 
all the policies and practices that develop labour-market-relevant skills, whether domesti
cally or abroad, to sustain a growth regime.

We argue that dominant growth coalitions use transnational skill formation as a strategy 
to sustain economic growth. A dominant growth coalition consists of producer groups and 
state actors aware of the ‘requirements of the growth model with privileged access to gov
ernment bureaucrats and the policy implementation sphere’ (Baccaro, Blyth, and Pontusson 
2022: 35). To ensure an adequate supply of skills, dominant growth coalitions actively 
shape transnational skill formation. We refer to this process as ‘externalisation’, referring 
to the strategic use of transnational policies and practices to develop and access the skills re
quired by a national growth regime.

We explore this argument through a least-likely case study: Germany’s rigid and nation
ally anchored VET system (Graf 2017; Trampusch 2020). Using process tracing, we exam
ine transnational skill formation and argue that it is employed by the dominant growth 
coalition to secure skills for sustaining the export-led growth model relying on foreign de
mand. We investigate developments since the global financial crisis, which is the period 
when German policymakers explicitly configured growth as export-led (Baccaro and 
Pontusson 2021). Our data sources include 14 interviews with relevant stakeholders and 
over 100 documents (more details in Annexes I and II).
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In our case study, externalisation occurs through skill formation transfers and managed 
labour migration policies. We find that state actors and representatives of German compa
nies have strategically transferred skill formation to support exporting industries while 
adjusting labour migration policies for non-exporting sectors. Trade unions, political par
ties, and foreign governments do not resist this strategy, which is a key condition for the 
survival of a dominant growth coalition. To strengthen the argument, we systematically an
alyse and reject counter-arguments about policies that could have attained similar objectives 
but were not pursued, and plausible motivations behind externalisation other than sustain
ing the growth regime.

The study of externalisation holds societal and scholarly relevance. Sourcing skills is a 
profoundly social endeavour, historically balancing employers’ demands with the inclusion 
of marginalised groups through employment opportunities (Carstensen and Ibsen 2021). 
While our argument highlights power implications for the countries where labour is 
sourced, we caution against portraying them as passive policy-takers. Externalisation can, 
in some cases, help reduce youth unemployment and increase remittances (Wanklin 2025). 
This article also contributes to multiple strands of academic literature. It advances scholar
ship on growth regimes by emphasising how dominant growth coalitions shape skill forma
tion to supply the labour-market-relevant skills necessary for economic growth. In addition, 
it calls for greater attention to the role of the dominant growth coalition in areas that re
main underexplored in growth model scholarship. Finally, by challenging the assumption 
that skills are confined within national borders, this article contributes to political economy 
scholarship by advocating for transnational conceptualisations of institutions.

This article is organised as follows. Section 2 provides a literature review on the role of 
skills in political economy, while Section 3 illustrates the need to move beyond a national 
perspective on this issue. Section 4 presents our research design and method. Section 5 
presents the argument of the article through the German case study. Section 6 discusses the 
argument by refuting alternative explanations on the politics of externalisation and by 
reflecting on its limitations. The conclusion summarises and suggests avenues for 
further research.

2. The role of skills in economic growth

The literature on growth models (Baccaro, Blyth, and Pontusson 2022) focuses on the 
demand-side mechanisms that drive economic growth. Scholars study how countries have 
responded to the decline in wage-led growth since the 1990s and explore growth models, 
namely ‘national-level responses to boost aggregate demand in times of secular stagnation’ 
(36). The politics of growth models revolve around a dominant growth coalition, which is 
composed of state actors, producer groups, and politicians who are aware of the 
‘requirements of the growth model [ … ] with privileged access to government bureaucrats 
and the policy implementation sphere’ (35). In contrast, adopting a supply-side perspective, 
the seminal Varieties of Capitalism scholarship argues that economic growth results from 
positive feedback effects generated through complementarities between skill formation, col
lective bargaining, corporate governance, and welfare policies (Hall and Soskice 2001). 
While these approaches are often contrasted, Hassel and Palier (2023) propose 
synthesising the two, relying on connections ‘between the main driver of demand and the 
way the supply side is organised’ (350). They thus suggest focusing on ‘growth regimes’, 
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defined as ‘modes of governance of the economy, including the institutional, policy and 
organisational frameworks that shape the specialisation of firms and the consumption and 
saving patterns of the population’ (350); therefore, including both supply-side and demand- 
side elements.

Growth regimes imply that governments and producer groups choose growth strategies 
to boost economic growth and job creation (Hassel and Palier 2021). The growth regime 
approach has the advantage of identifying the nexus between the skill requirements of in
dustries and the system providing them as essential to achieving economic growth. Indeed, 
any economic growth (demand-led or export-led) requires specific skills, often stylistically 
portrayed as distributed along a continuum including high, medium, or low skills 
(Chevalier 2021: 353). According to the growth regimes scholarship, the sectors identified 
as the engine of growth are complementary to specific skill formation institutions. For ex
ample, the German export-led growth model has reached competitiveness in the high-value- 
added sectors producing for exports by relying on specialised mid-skilled labour (cf. Sorge 
and Streeck 2018; Baccaro and Benassi 2016). German advanced manufacturing has been 
shown to have a symbiotic relationship with a skill formation system that supplies mid-level 
skills through VET (Durazzi 2023). However, with the rise of the knowledge economy, 
the skills required to grow are increasingly connected to intellectual capabilities, and even 
advanced manufacturing requires more highly-skilled labour (Durazzi 2023).

3. Skills in the 21st century: beyond a national perspective

Growth regimes adapt to the evolving relationship between skills and economic growth, re
quiring a shift beyond a purely national perspective to fully grasp their political economy. 
In line with the tradition in Comparative Political Economy, the growth regimes scholarship 
retains a substantially national view of institutions. However, scholars emphasise the im
portance of incorporating system-level international variables, such as oil prices and exam
ining how national growth models shape the global system (Schwartz and Blyth 2022; 
Schedelik et al. 2023). In contrast, we argue that even institutions traditionally anchored to 
a national context, that is, skill formation, are subject to transnational processes and 
interdependencies that erode their links to the national political economy. In the case of skill 
formation, we observe the extension of its reach beyond national borders in at least 
two ways.

The first transformation affecting skill demands is the liberalisation and deregulation of 
international trade and investment (Unterweger 2022). The global value chains literature 
has studied the cost-cutting strategy for producers in globalised markets to outsource less 
value-added processes to lower-income countries while maintaining the highest value-added 
parts at home (Gereffi 1994). This strategy, known as offshoring, was underpinned by high 
consumption rates in advanced capitalist economies and expanded economic opportunities 
for value chain participation in emerging and developing economies (Eckhardt and Poletti 
2018). However, the pre-conditions for offshoring no longer hold because consumer de
mand in advanced capitalist economies is stalling on the backdrop of consumer markets in 
developing Asia or BRICS economies, who are growing in the double digits and are home 
to over 40 per cent of the world population (Gereffi 2014; Neilson, Pritchard, and Yeung 
2014). As a reaction, German companies’ behaviour is shifting, and they interact with local 
institutions in a novel, if under-explored, manner. Importantly, it has become profitable to 
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‘produce where they sell’ (Herrigel 2015), which means conducting production where de
mand is growing (Vahlne and Ivarsson 2014; Tintelnot et al. 2018). This strategy can suit 
products to the consumers’ preferences without relying on independent contract manufac
turers (Alfaro and Chen 2014; Antr�as, Fort, and Tintelnot 2017) and rests on efficient com
munication networks (Fort 2017).

The case of advanced German manufacturing illustrates this shift (Herrigel 2018; 
Butollo and Staritz 2022). Within manufacturing companies, increasingly, only the core of 
high engineering and design still takes place in Germany, while all the other production 
occurs in foreign locations (Herrigel, Voskamp, and Wittke 2017). Emblematically, 
German automobile producers manufacture more than half of their vehicles outside 
Germany, with China as the most prominent production location (VDA 2022a). While 
‘produce where you sell’ does not outright replace exporting, it notably impacts skill 
requirements. On the one hand, headquarters require highly skilled workers with tertiary 
education backgrounds to fulfil research, development, and design functions (Durazzi 
2023). On the other hand, production facilities abroad require skilled labour that is special
ised in a way commonly associated with the German VET system. These dynamics impact 
the German economy, where the companies’ profit is channelled. In sum, the types of jobs, 
either in demand nationally or required by German companies abroad, are changing (Oesch 
and Rodriguez Menes 2011). Skill formation thus becomes a transnational issue requiring 
coordination across locations.

A second trend compounding changes in skill demands is the demographic decline in 
advanced industrialised economies. A shrinking labour force affects advanced economies’ 
ability to secure an adequate supply of mid-skilled workers essential for expanding service 
sectors and ageing societies (OECD 2016). Managed migration scholars have argued that 
these skills can be sourced through labour migration. Menz’s (2008) seminal work has 
established that as liberal societies recognise the inevitability of immigration, they organise 
cooperative efforts to influence the characteristics of migration flows and link the admis
sion of new migrant workers to the needs of the domestic labour market. These coopera
tive efforts can include, for instance, visa schemes, social protection policies, point 
systems, quotas, family reunification systems, and international agreements. The politics 
of managed migration involve foreign governments, recipient states, and frequently, inter
national organisations and private sector actors (Panizzon, Z€urcher, and Fornal�e 2015). 
Acknowledging the difficulty of successful managed labour migration, the latter, in con
trast to other types of migration, such as asylum, forced migration, and family reunifica
tion, may substitute or complement national skill supplies (Afonso and Devitt 2016: 595). 
The politics of managed migration are not easy or consensual and involve employers’ 
organisations, trade unions, political parties, and national governments (Menz and 
Caviedes 2010). For example, the influx of foreign workers through migration has always 
worried trade unions, concerned about the risk of decreasing wages and work conditions. 
Moreover, labour migration may trigger limited political support from political parties 
(Schultz et al. 2021).

In conclusion, this section highlights how the nature of skills, key to sustaining economic 
growth, is becoming increasingly transnational. This shift is driven by changing skill needs 
of companies producing abroad and the expansion of managed labour migration. To ac
count for these dynamics, we argue that growth regimes scholarship must expand its 
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theoretical toolkit to examine how skill formation systems sustain growth models in the 
face of transnational interdependencies that challenge national borders.

4. Research design and method

We conduct an in-depth case study of the German collective skill formation system, also 
known as the ‘dual VET system’, which represents a least-likely skill formation system to 
become transnational for two reasons (Seawright and Gerring 2008). On the one hand, its 
governance is complex to transfer abroad. The German skill formation system includes 
occupation-specific VET collectively governed by the state, employer organisations, and 
trade unions. While elements of statist or liberal skill formation systems have been more 
easily transferred abroad, the German collective governance structure is complex to transfer 
to contexts lacking associational logic, as illustrated by the literature on policy transfer 
(Maurer and Gonon 2014). On the other hand, the system is hard to access for migrants. 
Germany has traditionally encouraged limited high-skilled migration to fulfil its domestic 
skill needs (Menz 2008). The immigration of mid-skilled workers is hindered by Germany’s 
occupational labour market, where jobs are segmented into particular skill groups, accessi
ble only to those with the corresponding qualifications acquired through the dual VET sys
tem (Trampusch 2020). This way of organising the labour market is typically associated 
with occupational protectionism, which is known to create barriers to migration. By choos
ing a case where the relationship between transnational elements and skill formation seems 
less likely to manifest, we deliberately set up a challenging test of this relationship. If the 
proposed relationship holds even under the most unfavourable conditions, it is expected to 
be applicable beyond the specific case.

German growth is prototypically export-led and dependent on price-sensitive exports 
(Di Carlo, Hassel, and H€opner 2024). This is demonstrated by the disproportionate size of 
value added in German manufacturing and high current account surpluses against the back
drop of relatively low consumption and investment in international comparison (Baccaro 
and Benassi 2016; Baccaro and H€opner 2022). With the fourth highest GDP in the world 
and hosting 6 per cent of global manufacturing, Germany has a low unemployment rate of 
5.3 per cent in 2022 (ILO 2023). To maintain export competitiveness in a single currency 
regime, German wages are compressed and low compared to labour productivity, which 
keeps domestic demand low (H€opner 2019; Haffert and Mertens 2021). Although wage re
straint is a contested policy choice, it remains politically viable to maintain a record-high 
current account surplus (Jacoby 2020; Di Carlo, Hassel, and H€opner 2024).

We trace the political strategies in German skill formation since 2008. The global finan
cial crisis represents a fitting starting point for studying the relationship between skill for
mation systems and growth regimes because it is recognised as the explicit start of the 
pursuit of export-led growth (Baccaro and Pontusson 2021). We conduct process tracing, 
defined as ‘an analytic tool for drawing descriptive and causal inferences from diagnostic 
pieces of evidence—often understood as part of a temporal sequence of events or phenom
ena’ (Collier 2011: 823). We collected two types of data for process tracing. First, we con
ducted fourteen semi-structured interviews with experts on the nexus of VET, migration, 
and the labour market, as well as actors involved in its governance, such as representatives 
of employer and employee organisations in Germany and abroad, project and HR managers 
involved in VET projects outside of Germany (details on interviews provided in Annex I, 
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hereafter referenced as ‘INT’). Second, we analysed over 100 documents reported in Annex 
II (strategy papers referenced as ‘S’, policy papers as ‘PolP’, position papers as ‘PosP’, regu
lations as ‘REG’, websites as ‘W’, reports as ‘REP’, studies as ‘SW’, news articles as ‘N’). 
We analysed the data using deductive yet flexible qualitative content analysis (Schreier 
2012). To capture the transnational elements of German skill formation (i.e. externalisa
tion), we investigate the policies and practices governing collective skill formation systems 
along the core task areas, for example, steering, financing, monitoring, matching, and certi
fying skill provision (Emmenegger, Graf, and Trampusch 2019).

5. Externalisation at the nexus between German skill formation and its 
growth model

This section analyses the changes in German skill formation. Following an introduction to 
the case context, we present evidence of changed policies and practices in skill formation, 
driven by the dominant growth coalition’s efforts to sustain economic growth. Quantitative 
data supporting this analysis can be found in Annex III.

5.1 What skills does Germany need and where?
Skill needs evolve both domestically and internationally. Domestically, Germany has faced 
an ever-increasing lack of skilled personnel since the 2000s, particularly in the middle of the 
skill distribution and in occupations requiring dual VET (Federal Employment Agency 
2023; Tiedemann and Malin 2023; see Annex III, A.2). Skilled workers in the non- 
exporting service sector, particularly in care, hospitality, retail, craftspeople, and construc
tion workers, have been in short supply. This development particularly pressures small- 
and medium-sized enterprises, accounting for 59 per cent of total German employment and 
48 per cent of value-added (OECD 2021). The causes of this skills shortage are contested 
but can broadly be traced to deindustrialisation (Wren 2021) and academisation (Durazzi 
and Benassi 2020), rendering higher education more attractive than VET (Baethge and 
Wolter 2015). On the demand side, structural features of the education system, including 
early education tracking, render occupationally-oriented tracks like VET less attractive for 
the youth. On the supply side, the education system struggles to integrate early school leav
ers and those who cannot land an apprenticeship into the labour market, contributing to 
the shortage (Busemeyer 2009). Demographic changes further aggravate the shortage of 
skilled labour. Estimates from the German Federal Statistical Office expect a 19 per cent de
cline in the working population (20–65 years old) by 2060 (Fuchs, S€ohnlein, and Weber 
2022). Finally, the persistence of wage compression renders VET occupations less attractive 
than highly skilled ones and hinders the provision of better salaries in VET-trained jobs 
(DGB 2019).

German skill needs are also evolving abroad. As German companies increasingly 
‘produce where they sell’, skill demands of foreign production structures change (see Annex 
III, A.1), and the skill requirements at company headquarters are evolving as well, increas
ingly requiring highly skilled workers with tertiary education backgrounds (Durazzi 2023). 
The foreign locations increasingly require a workforce akin to German VET-trained mid- 
skilled workers, which is particularly challenging. German companies abroad report finding 
many candidates with school-based and tertiary qualifications but not enough with techni
cal and mid-level skills (Herrigel, Voskamp, and Wittke 2017). This is not surprising: as 
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argued above, the specificity of German VET, and its complementarity to advanced 
manufacturing are hard to replicate in foreign contexts. As a caveat, the shift to producing 
goods abroad does not replace traditional exporting strategies, which continue to sustain 
the German economic model. In essence, the skill needs of Germany concern mid-skilled 
personnel, especially for the construction, crafts, and service sectors at home and VET- 
trained workers for manufacturing abroad.

5.2 The policies and practices of externalisation
This section explores how skill formation has become more transnational since 2008, ana
lysing evolving policies and practices first in VET transfer, and second in managed la
bour migration.

5.2.1 Skill formation transfer
Externalisation crucially involves the transfer of German VET to foreign contexts, engaging 
a range of actors across the public and private sectors. Transfers of skill formation involve 
processes designed to convey the core ideas, concepts, and institutional arrangements of a 
domestic skill formation system to foreign contexts (Li and Pilz 2023). Depending on local 
contexts and strategic considerations, we observe transfers occuring at the firm, sector, or 
system level, all aimed at training workers through VET (see Annex III, B.1). At the system 
or sectoral level, transfers include reforming VET systems in foreign countries, introducing 
incentives for companies in a particular sector to train according to German occupational 
standards, and supporting German training providers in expanding their activities abroad 
(INT5; INT7; INT8; L5; L8; REP14; S4; W25). These systematic transfers take place, for 
instance, through bilateral cooperation aiming at introducing VET reforms (i.e. between 
Germany and Egypt, Serbia, Costa Rica, Thailand, or Vietnam) or cooperation between 
German and foreign sectorial chambers (W30; W31). At the firm level, transfers include 
organising and modernising training processes, delivering training and examinations, and 
issuing internationally recognised training certificates (L3; L10; REP12). The most popular 
VET tracks to transfer are those for mechatronics engineers, industrial mechanics, industrial 
clerks, and tool makers (R12). While exact data on VET transfer activities in firms are lack
ing, the German Chambers of Commerce Abroad (AHKs) report that they have organised 
VET training inspired by German skill formation practices for 2000 companies in more 
than forty-five countries, benefitting nearly 20,000 apprentices (W22).

Various public and private actors govern and implement VET transfers. Regarding the 
private sector, the AHKs, which are official representations of the German economy 
abroad, drive VET transfers with private education providers (REP12; REP14; REP16). In 
addition, German companies with sizeable human resource departments (e.g. car and tool 
manufacturing companies) producing abroad engage in VET transfers by training in their 
host countries according to German VET practices (INT3; INT5; INT7; INT11; L3; L4). 
The German state is formally involved in transfers through official development assistance 
(ODA) or bilateral cooperation agreements (L5; L6). While the Federal Ministry in 
charge of education coordinates and consolidates VET transfer (S4; INT4), two other 
ministries provide strategic capacity to VET transfers. The Federal Ministry in charge of de
velopment and economic cooperation (BMZ) funds and provides technical assistance for 
the transfers, while the Federal Ministry in charge of the economy (BMWK) oversees 
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exports and is interested in promoting them in tandem with VET transfers (INT3; INT4; 
INT5; INT8).

While transfers of the German VET systems are not new, their scale and extent have in
creased substantially in the post-global financial crisis decade. Since 2008, the disbursement 
of Germany’s ODA towards the VET sector has increased by a factor of four, reaching an 
average of approximately 400 million USD per year between 2018 and 2022 (OECD n.d.). 
This positions Germany as the number one donor in the field of VET (S3; S4; S8; W21). 
Although some of the most significant allocations of German ODA are ‘needs-based’, chan
nelled to low-income and fragile economies (Hoeffler and Sterck 2022; OECD n.d.), some 
of the largest recipients are countries that receive substantial German Foreign Direct 
Investment (FDI), for example, China, South Africa, Sri Lanka, and Vietnam. Many are 
also explicitly recognised as having the potential to host skilled workers, for example, 
Indonesia, Egypt, India, Albania, Tunisia, Morocco, Colombia, Mexico, Vietnam, and the 
Philippines (SW2). In sum, the increased scale and strategic focus of German VET transfers 
reflect the growing importance of skill formation for economic growth.

5.2.2 Migration policy
Externalisation also involves the liberalisation of Germany’s migration policy regime since 
the global financial crisis, particularly focusing on the increasing openness to mid-skilled la
bour. The German migration policy regime traditionally took a protective stance until the 
2000s, granting social partners control over immigration (Maletzky 2017). Few qualifica
tions, such as those in regulated professions (e.g. health), could access the labour market, 
while guestworkers coming to Germany to fill manual labour shortages were recruited re
gardless of the qualifications they had obtained abroad. However, this began to change at 
the turn of the century (see Annex III, B.2), when the entry of high-skilled IT professionals 
was first facilitated in the 2000s. Allowing entry for highly skilled workers in specific occu
pations is still considered a typical element of a protective migration policy (Menz 2008).

A change that challenged the logic of a protectionist migration regime occurred after the 
financial crisis, when immigration was liberalised. This change, which involved relaxing 
rules for mid-skilled workers, stemmed from the recognition that intra-EU migration was 
less effective than expected to address skill shortages (OECD 2023). Several policies have 
liberalised mid-skilled immigration. First, the 2012 Recognition Act created a framework 
for recognising non-regulated professions, including all formal occupations trained within 
the German dual VET system (REG2). Second, the 2016 Western Balkan Regulation 
(REG4) was introduced to manage the influx of asylum-seeking migrants from the Western 
Balkan region. Although not originally intended for this purpose, it became a popular tool 
facilitating mid- and low-skilled labour migration, especially in construction, healthcare, 
and engineering (REP1; REP3). Given the past prominence of the Western Balkans as a lo
cation for German subcontracting (L7; INT5; INT9), this regulation was the first to connect 
German production abroad with mid-skilled migration. Third, the 2020 Skilled Worker 
Immigration Act (REG4) expanded the right to migrate to Germany to all workers with 
VET credentials obtained worldwide. Directly connected to the 2012 Recognition Act, 
skilled workers with fully or partially recognisable foreign VET qualifications can enter and 
work in Germany in their occupational field. Fourth, the 2023 Skilled Worker Immigration 
Act further liberalised recognition standards (e.g. recognition can be obtained after signing 

The integration of transnational dimensions into growth regimes                                           9 
D

ow
nloaded from

 https://academ
ic.oup.com

/ser/advance-article/doi/10.1093/ser/m
w

af023/8156935 by guest on 05 June 2025



the contract and starting a job) and introduced new migration opportunities (e.g. the 
‘Opportunity Card’) (N7; REG5).

These policies have been accompanied by increased practices that link foreign-trained 
mid-skilled workers with the domestic German labour market needs. For example, German 
chambers abroad and in Germany have agreed on standards for VET abroad, which facili
tate the later recognition by German authorities (INT5; INT7; REP12; Pr6; W23). 
Moreover, government strategies on development cooperation in the sector of VET and on 
skilled workers explicitly advocate for integrating mid-skill migration with VET transfer ac
tivities conducted within ODA (INT5; INT8; INT12 PolP1; PolP2; S2; S8). Recent initia
tives like ‘transnational skill partnerships’ (L1; REP7) include schemes to attract mid-level 
skilled workers to Germany, partially recognising their VET abroad, and then complement
ing their training according to German standards. Further schemes entail programmes to 
train apprentices in their country of origin and complementing their training within VET 
programmes in Germany. Another important practice is the introduction of information 
platforms to diminish the complexity and bureaucracy of migration, for instance, regarding 
recognising foreign qualifications (e.g. W3-W17).

These new migration policies and practices led to a fourfold increase in labour migration 
from non-EU countries over 12 years (from 85,000 in 2010 to 351,000 in 2022; W32), a 
continuous increase in mid-skilled workers with a VET background migrating to Germany 
under the 2020 Skilled Worker Immigration Act (41,000 migrants in 2022), an increase of 
qualified foreign employees from the Western Balkans (103,042 in 2013 to 213,866 in 
2020, with 60 per cent being mid-level skilled workers; REP1), and a fourfold increase in 
qualifications receiving full or partial recognition since 2012 (REP8). In summary, the liber
alisation of Germany’s migration policies has significantly expanded the opportunities for 
mid-skilled workers to migrate, reshaping the country’s labour market to meet its economic 
needs more effectively.

5.3 The politics of externalisation
This sub-section first defines ‘externalisation’ and, second, traces its political development, 
focusing on the coalition that sustains it, primarily involving the state and employers and 
featuring no opposition from other political actors.

5.3.1 Defining externalisation
We refer to the increasingly transnational orientation of skill formation as externalisation, 
a term the literature commonly uses to denote the broadening of the scope of a policy. 
Drawing on sociological systems theory, education research views externalisation as the 
process by which a system opens itself to other function systems (or the ‘world’) and then 
translates these external influences according to its internal norms and logic (Schriewer 
1989). Migration scholarship uses externalisation to indicate the offshoring of migration 
policies such as border control and rescue operations from advanced capitalist economies 
to ‘neighbouring countries or sending states in the Global South’ (Stock, €Ust€ubici, and 
Schultz 2019: 1). In contrast, comparative politics understands externalisation not as the 
delegation of responsibilities to external actors, but as the sharing of responsibilities. Here, 
the term describes the extension of a unit’s sphere of influence beyond the boundaries estab
lished by law (Lavenex and Schimmelfennig 2009). Building on these debates, we define 
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externalisation as the strategic deployment of transnational skill policies to develop and 
supply the skills required by a growth regime.

5.3.2 The political coalition sustaining externalisation
We find that externalisation is a political strategy enacted by a coalition of state actors and 
employers. State activism proves essential to providing the skills required by an export-led 
growth model, which aligns with recent literature on the state’s activity in fostering corpo
ratism and growth models (Busemeyer, Carstensen, and Emmenegger 2022; Sancak 2024). 
We observe a strong involvement of the Ministries in charge of the economy, economic co
operation and development, internal affairs, labour and welfare, and health.

The Ministry in charge of the economy supports Germany’s export-led growth strategy 
through the German Chambers of Commerce Abroad (AHKs) network. Although AHKs 
are formally independent private entities that support German companies abroad, they are 
more connected to the mission of the Ministry responsible for the economy than commonly 
recognised. While the AHKs should be financed through members’ contributions (INT4), 
they are primarily funded by the Ministry in charge of the economy (each at different levels; 
INT5; INT11). A representative from an intermediary organisation promoting dual VET 
abroad illustrates their role in externalisation: 

The basic funding clearly comes from BMWK [Federal Ministry for Economic Affairs and 
Climate Action], that is no secret [ … ] For vocational training, that means that if I am now a 
managing director and ten entrepreneurs talk to me, then I call [ … ] the AHK and say: “Hey, 
they have a need [ … ]”, and then we help to tap into a programme or to advertise it at the BMZ 
[Federal Ministry for Economic Cooperation and Development] or BMWK. (INT4, authors’ 
translation)

The informal role of the AHKs is to support the Ministry in charge of the economy, whose 
role is to address the needs of German companies abroad and non-German companies, that 
can become trading partners through appropriate employee training (W17). Thus, AHKs 
see their activities in VET as ‘seamlessly integrated into the AHK’s mission of foreign trade 
promotion’ (REP12: 5). This involves providing services to facilitate VET based on the 
German model, encouraging the transfer of VET practices. The Ministry in charge of the 
economy and the AHKs’ efforts in the field of VET transfer have expanded from catering to 
the needs of the industry abroad towards equipping the domestic economy with the skills 
needed to sustain export-led growth. The AHKs have also used their international expertise 
to suit the rising skills requirements of companies in Germany by providing advice on the 
recognition of foreign qualifications and migration. When asked about linking training 
abroad to migration into Germany, a representative from a business association illustrated 
the shift in the perspective of AHKs toward purposefully linking skills acquired abroad to 
the German labour market: 

This is perhaps the most exciting point at the moment. For the last 5 to 10 years, we have had a 
clear strategy and a clear credo: We trained abroad at the AHKs for the German industry [oper
ating abroad] and [ … ] for the foreign industry. [ … ] This has changed. [N]ow we are missing 
400,000 skilled workers in Germany [ … ] The DIHK [Association of German Chambers of 
Industry and Commerce, the domestic umbrella organisation of AHKs] set up a system of certifi
cation [for training abroad] that the [German] companies understand is of good quality, includ
ing an examination, a training certificate, and trainers on-site. (INT5, authors’ translation)
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At the same time, the Ministry in charge of development cooperation has substantially 
changed its approach to financing VET transfers and liberalising migration. Traditionally, 
development cooperation actors were reluctant to support the skills drain ensuing from 
training workers abroad for another country’s labour market (L12; INT10). This practice 
contravenes the OECD’s Development Assistance Committee principles, which established 
that ODA funds can be used for migration-related purposes only if they primarily serve the 
interests of the partner country. In compliance with these principles, after the refugee crisis 
in 2015, VET transfer activities within development cooperation aimed at creating perspec
tives in countries of origin (N9; S7; W27). This depoliticised migration and framed migra
tion as a matter of development assistance (Zaun and Nantermoz 2023). Together with 
VET transfer initiatives, this development laid the groundwork for instrumentalising devel
opment cooperation for domestic labour market needs. Development cooperation is in
creasingly used to train according to German standards for migration purposes (INT5; 
INT8; INT12 PolP1; PolP2; S2; S8). When asked for the motivations behind training 
according to German standards, a project manager representing a German development 
agency responded that the reason is: 

… to support the youth, because vocational education is costly, and to increase the quality. [ … ] 
Then, to have a qualified workforce for the labour market [in the country of origin]. [ … ] Then, 
if the quality is increased and approaches the European standards ( … ) also to train workers for 
the European labour market. (INT2, authors’ translation)

This quote exemplifies the logic of training abroad for the German labour market. Several 
factors contribute to the growing acceptance of development cooperation financing VET 
transfers and migration liberalisation (S8). Key factors include the promotion of the 
German dual VET model as an effective policy for addressing challenges like youth unem
ployment (Pr1–Pr8), personnel changes within ministries that placed more supporters of 
this strategy in decision-making roles (INT12), and the introduction of new project initia
tives designed to train young people for labour markets both in their countries of origin and 
in Germany (PolP1; PolP2; REP7). Furthermore, given the general governmental budgetary 
constraints and the inter-ministerial battles for funding, promoting training abroad to fulfil 
domestic economic needs has become a strategic choice to protect the allocation of funds 
for development cooperation.

Next to the ministries in charge of economy and development cooperation, the minis
tries in charge of interior affairs, labour and welfare, and health are also involved. The for
mer two see labour migration as a means to ‘safeguard Germany’s prosperity’ (PosP15; 
PosP25). Unable to structurally improve working conditions in the health sector, the 
Ministry in charge of health views migration as a strategy to secure care personnel—a trend 
exemplified by the German health ministers’ visits to India, Mexico, the Philippines, and 
Kosovo to encourage locals to pursue health professions and migrate to Germany (N4; N5).

Domestic employers support this state activism, especially since they can no longer sus
tain the export-led growth strategy through employer coordination. Since 2008, organisa
tions representing the German domestic private sector, transcending traditional divides 
based on size or sectors, have increasingly endorsed policies and practices to attract transna
tional skills to fill skill shortages (INT13; PosP4; PosP14-PosP23; W28). Employer organi
sations usually advocate for legislation that supports both the quality and quantity of 
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labour migration required to sustain their production system, ensuring the continued suc
cess of a competitive economic strategy (Menz 2008). Employers concerned about the wide
spread shortage of skilled workers and its adverse impact on German economic 
competitiveness have raised the urgency and saliency of the need for skilled migration. 
Their focus on this aspect is, for instance, apparent from their position in the context of the 
Western Balkan Regulation, drafted in the aftermath of the 2015 refugee crisis. It initially 
did not have the support of the Confederation of German Employers (BDA), which was 
sceptical about the unclear migration logic emerging from the regulation (PolP3), citing the 
presence of ‘special immigration rules for people from the Western Balkans that are not 
based on specific needs of the German labour market’ (PolP3, 16). However, after 
experiencing the labour market relief that ensued from the regulation, the BDA and other 
employer organisations advocated for extending the Western Balkan Regulation indefinitely 
and abolishing any quotas (Posp4; PosP14). These demands were largely adopted in the lat
est revision (REG6).

Calls for a looser integration between vocational training partnerships organised in line 
with ‘German standards’ and skilled labour migration (PosP4) also entered the 2022 Skilled 
Worker Strategy proposed by the state (S2). While sectoral and professional organisations 
traditionally served as gatekeepers in the process of recognising foreign qualifications 
(REG2), the latest version of the Skilled Immigration Act grants individual employers the 
discretion to recognise foreign qualifications in line with their sectorial and occupational la
bour market shortages (Sommer 2021; INT6; INT7; INT8; PolP4).

We argue that the above actors constitute a dominant growth coalition because these 
actors are all aware of the ‘requirements of the growth model’ (Baccaro, Blyth, and 
Pontusson 2022: 35), because they frame policies as supporting the ‘national interest’, and 
because there is no strong countervailing coalition. A contesting coalition could typically in
clude either unions, political or foreign governments. German unions have expressed con
cerns related to some aspects related to migration and the risk of creating an exploitative 
system for migrants (PosP11; PosP13). They also contest the dominant narrative about skill 
shortages, arguing that it is not workers that are lacking but rather attractive working con
ditions and decent wages (N6; INT13). However, even the German Trade Union 
Confederation (DGB), which is the umbrella organisation of German labour, aknowledges 
that, due to the dramatic scale of demographic change, there is a need to recruit abroad to 
sustain the economy in the coming years (PosP12). In addition, skill shortages seem to have 
revitalised German collective bargaining (Schulten 2019), suggesting that they are of signifi
cant concern to trade unions. German trade unions discuss the immigration of skilled work
ers as a policy that must be adopted while safeguarding everyone’s work conditions in 
consultation with social partners. They have come to accept the inevitability of migration 
and have focused their advocacy on improving workers’ rights, equal pay, and work condi
tions of migrants within German borders (INT13; PosP1; PosP2; PosP3).

In addition, we observe no opposition to labour migration and VET transfer in the elec
toral or public arena. On the one hand, skill formation is typically a quiet policy with low 
salience negotiated within the corporatist arena (Culpepper 2011; Busemeyer et al. 2020). 
As such, VET issues do not feature prominently on electoral politicians’ agendas. In addi
tion, managed labour migration is also typically less contentious than asylum-seeking and 
refugee policy. While the rise of right-wing populism in Germany has been mobilising nega
tive sentiments towards all migrants, this has concerned refugees and asylum seekers and, 
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less so, labour migrants. The general population has shifted its political sympathies from 
asylum seekers to labour migrants (Schultz, Lutz, and Simon 2021), and more generally, la
bour migration has remained the subject of the quiet politics of interest groups and homoge
nous consensus across the centre-right and the centre-left (Menz 2008; Afonso and Devitt 
2016). On the other hand, the lack of opposition can also be traced to a constantly decreas
ing unemployment rate in the German labour market since the early 2010s, which has de
creased to a stable 5 per cent since 2016 (ILO 2023). Without concerns about domestic 
unemployment, labour migration is perceived as complementary rather than substitutive to 
German skills.

Finally, foreign governments have expressed increased interest in adopting elements of 
the ‘successful’ German VET system and have shown enthusiasm for skill formation transfers 
(L5; L9; INT10; INT14). However, they are not mere policy-takers. As the policy transfer lit
erature has argued, governments seeking solutions to socio-economic problems often import 
‘best practices’ like the dual VET model ‘to combine resources to support a third, supposedly 
more neutral, policy option borrowed from elsewhere’ (Steiner-Khamsi 2016: 383). Hoping 
for remittances to finance their demand-led growth models and to ease pressure on their do
mestic labour market, foreign governments do not generally resist skill drain (Wanklin 
2025). They demonstrate an interest in training their labour force according to German 
standards for potential emigration to Germany at a later stage (INT7; INT10; INT12; N8).

This section has shown that practices and policies to facilitate skill formation transfers 
and labour migration are organised by a dominant growth coalition, including key Federal 
Ministries and private sector actors transcending cleavages and non-exporting sectors. The 
coalition also has indirect backing from trade unions and is not opposed by the public, po
litical parties, or foreign governments. Whether explicitly or implicitly, all these actors share 
the common agenda: sustaining the export-led growth regime by meeting its skill demands.

6. Addressing counter-arguments

To strengthen our argument, we address counter-arguments to show their limitations.
The reliance of the growth model on skills it cannot source could be reduced by focusing 

exports on high-end niche products, as is the case in export-oriented economies such as 
Switzerland. This way, the growth model would require only more tertiary-trained workers 
with broad expertise (Durazzi 2023) and could exert a more targeted migration policy to at
tract highly educated foreign talents. Alternatively, further suppressing domestic demand 
would lower production costs, potentially making exports more competitive. Although the
oretically possible, both strategies seem unlikely in the mid-term because they have become 
consolidated through incremental path-dependent developments that are unlikely to be re
versed. The literature documents a series of path-dependent incremental changes that led to 
the institutionalisation of the German export-led growth since 2008 and the deeply 
entrenched political developments that tie actors’ positions to the growth model (Baccaro 
and H€opner 2022). This does not imply that no change in the German growth model is con
ceivable. However, the German growth model ‘depends on conditions which are not di
rectly controllable by domestic policymakers’ (309), such as a world economy open to free 
trade, unions’ commitment to wage moderation, lack of a backlash against public under- 
investment—not least in the context of the green transition. While change may eventually 

14                                                                                                                      C. Ivardi and L. Wanklin 
D

ow
nloaded from

 https://academ
ic.oup.com

/ser/advance-article/doi/10.1093/ser/m
w

af023/8156935 by guest on 05 June 2025



occur, it is unlikely to manifest in the medium term, when economic demands for growth 
appear most pressing.

Alternatively, instead of sourcing skills abroad, Germany could focus on its national 
supply and increase the productivity of its workers and the attractiveness of its VET system 
by fostering continuing education, modernising training, and improving work conditions 
for VET occupations (S2). However, academisation, the compressed wage structure, and 
the inability of the education system to include those left behind hinder the effectiveness of 
these strategies in a context of pressing demographic decline. For example, the 2020 Skilled 
Worker Strategy (S2) states that from a quantity perspective, solutions to skill mismatches 
hinge on increased migration, with an estimated need for an annual net migration of 
400,000 people by 2060 (Fuchs, S€ohnlein, and Weber 2022). In short, while Germany may 
pursue strategies to boost the productivity of its domestic labour force, these strategies can, 
at best, be complementary to externalisation, but not replace it.

Having established the relevance of externalisation against alternative mechanisms to 
support German growth, one could challenge the evidence supporting its politics. For exam
ple, the economic rationale behind VET transfers could be questioned as VET transfers 
could reflect altruistic motivations to support other countries’ development through ODA. 
In the aftermath of the global financial crisis, national and international actors promoted 
the German skill formation system as a winning policy to fight youth unemployment, fol
lowing an altruistic rationale. However, actors are well aware that the success rates of proj
ects inspired by transfers of German VET are mediocre (Stockmann and Silvestrini 2013). 
During our interviews, stakeholders explained the difficulty of systematically transferring 
VET policies and practices abroad, among others, due to insecure cost-benefit ratios for 
training companies, impatience of partner governments, and the lack of strong corporatist 
structures abroad. Companies primarily train abroad if they are German and know about 
VET’s benefits. In addition, empirical evidence shows that ODA raises net emigration from 
the ODA-recipient country to the donor country rather than diminishing it (Fuchs et al. 
2023). Therefore, while policymakers could have altruistic motivations, the limited evi
dence about Germany’s promotion of VET through ODA suggests that altruism can, at 
best, be only part of the story.

Finally, one could question the role of the actors and ascribe externalisation to large 
German MNCs, who benefit from the skills produced abroad. Given their heterogeneous 
skill needs and structural power, MNCs could be potential candidates for driving externali
sation. In some instances, MNCs act as policy entrepreneurs in host countries (Fortwengel 
and Jackson 2016). However, their first-order preference is not to engage in politics 
abroad—they only do so under pressure from their headquarters, for example, to ensure 
global consistency or build a reputation (Svystunova et al. 2024). Similarly, in the case of 
externalisation, a representative of a German MNC explained the lack of MNCs’ desire to 
coordinate and institutionalise transnational skill formation: ‘I have to tell you honestly, I 
prefer it [training according to dual VET] when I am alone. Because we control it from the 
headquarters’ (INT11, authors’ translation). Large MNCs prefer training and recruiting tai
lored to their specific in-house needs, without outside interference, as explained by a repre
sentative of an intermediary organisation promoting German dual VET: 
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The large companies are not interested at all in what we are doing. [ … ] They found out they did 
not need us. The huge companies in Germany, if they need to bring people from abroad, they do 
that. They do not need the government to support them or a chamber or anyone (INT4).

Therefore, despite MNCs’ technical and financial resources, they are not the policy entre
preneurs behind externalisation in this case.

Finally, our argument comes with certain limitations. Most importantly, externalisation 
does not inherently imply its success. Given its recent adoption, we withhold judgment on 
the economic success of this strategy. However, barring any unforeseeable disruptions, it is 
plausible to expect that externalisation could solidify as an independent pathway for sourc
ing skills, existing alongside the traditional domestic system—a development with poten
tially significant political costs. Further research is thus needed to investigate the impact and 
outcome of externalisation.

7. Conclusion

Our study investigated the relationship between skill formation and growth regimes in light 
of the increasingly transnational nature of skill formation, which must accommodate skill 
needs in different locations. Due to companies ‘producing where they sell’, the onset of the 
knowledge economy, and demographic decline, transnational skill formation becomes an 
instrument for the dominant growth coalition to source the skills necessary for economic 
growth. We call this strategy externalisation, understood as the extension of skill formation 
beyond national borders to source skills to grow. We provide evidence through an analysis 
of the least-likely case of Germany, which is marked by a rigid and occupational labour 
market. Within the externalisation strategy, we find a range of policies and practices to 
transfer skill formation and manage labour migration to fulfil the skills required by German 
export-led growth. We identify a dominant growth coalition consisting of the state and 
employers, and the lack of resistance from unions, political parties, electorates, or foreign 
governments. In the German context, externalisation represents a way of adding new rules 
to deal with transnational processes and interdependencies, innovating at the periphery of 
the skill formation system while leaving its core intact.

Our study made several contributions. It underscores the importance of considering skill 
formation in studies of economic growth. In contrast to the national focus of the Varieties 
of Capitalism or growth regimes literature, we advocate for incorporating a transnational 
dimension in skill formation. Given the difficulty of reforming national education systems, 
it is likely that other countries have also been developing strategies to adapt skill formation 
institutions in a transnational way. Future research should thus explore strategies and polit
ical dynamics within skill formation in other growth regimes. It should furthermore investi
gate the transnational dimension of other institutions key to growth, such as social 
protection, production systems, and financing systems. This article further demonstrates 
that managed migration is no longer limited to high-skilled workers but is increasingly 
extending to mid-skilled labour. Comparative studies across countries should assess how 
other economies manage different kinds of labour migration and their connections to dis
tinct growth regimes. Finally, this article brings insights into the political economy of 
Germany, showing that its occupational labour market is less rigidly regulated than com
monly thought and that the borders between distinct policy fields have become flexible, 
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which should be considered when studying the German economy and its potential for eco

nomic success. This echoes recent contributions showing that, rather than rebalancing the 

export-led growth model, Germany’s economic elites have resorted to interventionism to 

strengthen and maintain the growth model, even at high fiscal costs (Di Carlo, Hassel, and 

H€opner 2024). Further studies should examine the interactions between policy fields, such 

as education, migration, and labour, and how these changes influence Germany’s competi

tiveness on the global stage.
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Annex

Annex I: List of interviews

ID Function Organisation Date Length

INT1 Managing director Intermediary organisation 
promoting German dual 

VET abroad

29.10.2021 1h00

INT2 Local consultant German development cooperation 
agency located in a 

partner country

04.11.2021 0h45

INT3 Expert on dual VET Peak German employer association 07.12.2022 1h00
INT4 Deputy head Intermediary organisation 

promoting German dual 
VET abroad

09.12.2022 1h00

INT5 Head of the section 
on dual VET

German business association 14.12.2022 1h00

INT6 Expert on recognition 
of foreign 
qualifications

Peak German employer association 22.12.2022 0h45

INT7 Head of dual 
VET practices

German business association 
located abroad

06.01.2023 1h10

INT8 Head Intermediary organisation providing 

dual VET transfer 
practices abroad

11.01.2023 1h15

INT9 Expert on dual 
VET abroad

Intermediary organisation providing 
dual VET transfer practices 

abroad, located in a 
foreign country

12.01.2023 1h00

INT10 Project manager 

VET project

German development cooperation 

agency located in a 
partner country

03.04.2023 1h15

INT11 Head of 

international VET

German multinational company 04.04.2023 1h50

INT12 Senior 
Project Manager

Foundation providing a platform for 
actors involved in the 

externalisation of VET

05.05.2024 1h05

INT13 Head of division in 
charge of 
skilled migration

Peak employee interest organisation 13.04.2023 1h05

INT14 Head of dual 
VET practices

German business association 
located abroad

04.05.2023 1h00
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Annex III: Quantitative dimensions driving and constituting 
externalisation

A. Quantitative dimensions illustrating what skills Germany needs 
and where                                                                                                                 

A.1. Evidence supporting the ‘produce where you sell’ thesis
Figure A.1 illustrates the most important groups of goods exported in Germany in 2018. 

Notably, ‘cars and car parts’ are the main exported goods of the German market, character

ising 17.5 per cent of the total goods exported. The picture is largely unchanged in 2023 

when 17 per cent of exports are characterised as ‘motor vehicles and parts thereof’, with 

machinery (14.2 per cent) and chemical products (8.9 per cent) ranked second and third 

(Destatis 2024). Therefore, some of the evidence that follows uses the automobile sector as 

a critical sector that is representative of the logic of German companies producing where 

they sell. Figure A.2 illustrates the production of automobiles with German corporate 

brands abroad and shows an increase over time in the proportion of automobiles produced 

in China and in the ‘rest of the world’ category. The same trend also applies to the ‘original 

equipment manufacturers’ (OEMs) of the automotive sector, namely the companies that 

manufacture products used as inputs in the production of automobiles. As shown in  

Fig.  A.3, between 2008 and 2017, while the production of German OEMs at home 

remained almost constant, their foreign production almost doubled. Figure A.4 comple

ments this narrative by showing that the increased production of German OEMs does not 

service foreign markets through exports, whose share has remained fairly constant from 

2012 until 2017, but through localised production that happens outside of Europe, which 

rose from about 5.5 million cars in 2012 to around 7 million in 2017. The same picture 

emerges from a survey of employee representatives at German and Central Eastern 

European locations of automotive suppliers in 2016, which asked respondents to evaluate if 

Figure A.1. Exports of the most important groups of goods in Germany in 2018 (Source: Federal 

Ministry for Economic Affairs and Climate Action 2019: 9).
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part of the production (or other functions) had been relocated in the last 5 years from their 
plant to other plants. As illustrated in Fig. A.5, almost 50 per cent of the respondents con
firmed relocation to Central and Eastern Europe and 31.7 per cent to outside Europe. 
Exhibit 1 in BCG and Fraunhofer Institute for Manufacturing Engineering and Automation 
(2015: 7) illustrates that auto suppliers as a whole are shifting more plants from Europe 
and the USA to emerging markets, particularly Mexico and China. Along these lines, 

Figure A.2. Automobile production of German corporate brands abroad (Source: VDA 2022b).

Figure A.3. Development of domestic and foreign production of German ‘Original Equipment 

Manufacturers’ for the automotive industry (Source: E-mobil BW 2019: 130).
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Exhibit 2 in the same report (p. 8) shows that auto suppliers are locating some of their most 
strategic production facilities in emerging markets. Another sector that ranks second as 
exported goods in Fig. A.1 is that of machine tools. Figure A.6 illustrates the major cus
tomer markets of the exports of German machine tools in 2022 and 2023, providing an 
updated view of Herrigel’s (2015) argument about shifting consumer markets (p. 136). 
Although machine tools are still subject to more exports than offshore production, the 
trends in the changing consumer demands in machine tools markets are the same as in the 
automotive sector, supporting the thesis about changing consumer markets and, more 
broadly, ‘produce where you sell’.

Figure A.4. Supply to non-European markets of German OEMs in the automotive sector (Source: 

E-mobil BW 2019: 130).

Figure A.5. Relocation experience in German automotive supplier plants, 2011–16. Answers to the 

question ‘In the last five years, has part of the production (of other functions) been relocated from 

your plant to other plants?’ (Source: Schwarz-Kocher, Krzywdzinski, and Korflu€r 2019).
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A.2. Evidence illustrating the increased domestic mid-level skill shortage aris
ing due to the onset of the knowledge economy and demographic decline
As shown in Durazzi and Benassi (2020, p. 323), Fig. A.7, the onset of the knowledge econ
omy has prompted a shift towards general education tracks, putting a lot of pressure on the 

Figure A.6. German machine tool exports, major customer markets exhibiting the same trends as the 

automotive market, updating Herrigel (2015: 137, Fig. 4) and showing the consistent validity of the 

thesis of ‘produce where you sell’ (Source: VDW, 2023: 30).

Figure A.7. New entrants and total number of students in the dual VET system and higher education 

in Germany (Source: Durazzi and Benassi 2020, German Politics, 29:3, p. 323, reprinted by permission 

of the publisher Taylor & Francis Ltd, http://www.tandfonline.com).
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dual VET system and the apprenticeship market, which is key for developing mid-level 
skills. Simultaneously, Fig. A.8 demonstrates how demographic decline is shrinking the la
bour force potential. Currently, every second person in Germany is older than forty-five 
and every fifth person is older than 66, which is most likely projected to result in a 19 per 
cent reduction in the potential labour force by 2060. Those combined trends have contrib
uted to a growing number of struggles to fill mid-level skilled labour positions (see Fig. 
A.9), especially in sectors such as construction, gastronomy, hospitality, services, IT, health
care, and social services.

Figure A.8. Development of the labour force potential (Source: Fuchs, S€ohnlein, and Weber 

2022: 149).

Figure A.9. Non-filling rate of companies for skilled labour positions in Germany and in Western and 

Eastern Germany from 2011 to 2021 (Source: Bennewitz et al. 2022: 63).
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B. Evidence supporting claims about international skill formation 
transfers and migration as key elements of externalisation                       

B.1. Evidence showcasing the dimensions of international skill 
formation transfers
Figures B.1–B.4 highlight the significant increase in Germany’s ODA disbursements and co
operation within the VET sector and the expanding presence of the German Chambers of 
Commerce Abroad (AHKs). Together, they provide the technical and financial 

Figure: B.1. Germany’s official disbursements to all developing countries to the sector of VET (in mil

lion US$, constant prices, Source: OECD n.d.).

Figure B.2. Official disbursements to the sector of VET (in million US$, constant prices, Source: OECD 

n.d.).
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infrastructure essential for facilitating international transfers in VET—a key element of ex
ternalisation. This infrastructure is crucial for developing the mid-level VET skills required 
by companies that increasingly ‘produce where they sell’ as well as for addressing domestic 
skill shortages, particularly within transnational skill partnerships.
Figure B.1 shows that, since 2008, Germany’s ODA disbursements to the VET sector have 
quadrupled. Figure B.2 demonstrates Germany’s position as the largest contributor to the 
VET sector among all DAC countries. Figure B.3 illustrates Germany’s VET cooperation 

Figure B.3. Countries with which Germany is engaged in VET cooperation (coloured in orange, 

Source: GOVET 2024, reprinted with permission of copyright owner GOVET).

Figure B.4. AHKs that offer qualified VET programmes (blue: location with VET offers, yellow: Skills 

Expert Centre) (Source: DIHK 2024, reprinted with permission of copyright owner DIHK).

62                                                                                                                      C. Ivardi and L. Wanklin 
D

ow
nloaded from

 https://academ
ic.oup.com

/ser/advance-article/doi/10.1093/ser/m
w

af023/8156935 by guest on 05 June 2025



with over 100 countries (these can be at the system, sectoral or project level). Finally,  
Fig.  B.4 shows the location of the AHKs providing specialised services in dual VET, such as 
training and certification, in more than fifty countries.

B.2. Evidence demonstrating externalisation within migration policy    

Figure B.5 illustrates how a significant increase in labour migration can be observed follow
ing the implementation of migration-liberating regulations, including the Western Balkan 
Regulation Act in 2015 and the Skilled Workers Immigration Act in 2020. The Western 
Balkan Regulation Act operates on a quota system (25,000 per year, 50,000 from 2024 on
wards). The initial implementation of the Skilled Workers Immigration Act in 2020 coin
cided with the onset of COVID-19 restrictions, restricting entry into Germany and limiting 
the full assessment of the impact of this new regulation in quantitative terms. Figure B.6 
shows how the number of requests for recognising foreign qualifications has substantially 
increased since the introduction of the Recognition Act in 2012. The large majority of 
requests receive the recognition of full or partial equivalence. Table B.1 provides an over
view of the origins and qualification level of migrants. The majority of labour migrants en
tering Germany through the Western Balkan Regulation Act and the ‘Occupations in 
Demand’ regulation (specifically for health, construction, and care occupations) possess 
mid-skilled VET qualifications. Individuals entering via these pathways exhibit a qualifica
tion structure similar to that of Germans, with a majority holding vocational qualifications. 
It is important to note that the qualification level of migrants from third countries does not 
yet reflect the effects of the Skilled Worker Immigration Act, as the Act was only adopted 
in 2020.

Figure B.5. Foreign population in Germany with a temporary residence permit for employment (in 

thousands) (Source: Destatis, 2023).
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Table B.1. Qualification structure of the German labour force in 2020 (Source: Br€ucker et al. 2020: 42).

Qualification level: No  
training

Vocational  
qualification

Tertiary  
education

Migrants originating  

from the Western  
Balkans

Via Western Balkan Regulation 31 59 19

Via highly qualified regulation  
route (blue card)

1 7 92

Via Occupations in Demand  
regulation [Engpassberufe] (WB)

11 81 8

Via asylum 63 30 8
Other migrant  

groups
Croatia 26 58 16
EU-2 (Bulgaria and Romania) 47 39 14

EU-8 (Estonia, Latvia, Lithuania,  
Poland, Czech Republic,  
Slovakia, Slovenia, Hungary)

26 57 17

High-income countries 6 10 84
Other third countries 27 15 58

Total 2% sample of IEB  

(integrated employment  
biographies)

Germans 13 68 19

Total workforce (migrants  
and Germans)

16 65 19

Figure B.6. Number of requests for recognition of foreign qualification and equivalence decision 

(Source: Federal Ministry of Education and Research 2022: 23).
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