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INTRODUCTION

0.1 The world of work: constant change

No doubt about it: the world of work is in constant change. The struggle to survive in
increasingly globalized markets contorts enterprises everywhere as they strive to ful-
till the rapacious needs coming out of shareholder interests, consumer tastes and the
twists and turns of governmental regulation. In the private sector, companies seem to
be caught in an almost perpetual spiral of restructuring across value chains whereas
in the public sector new forms of public management challenge disrupt and ultimately
reshape public services. Information technology (IT) and digitalization are forceful en-
ablers here but neither have yet proved decisive in finding widely acceptable ways to
cope with the simultaneous crises posed by climate change, migration, the negative
effects of trade wars, Brexit, or the ever-present threat of renewed global recession.

Labour markets in particular have come under pressure. In most European countries
the share of wages (the ‘labour share’) in the national product is falling. All over Eu-
rope labour markets are increasingly polarized with high rates of youth unemploy-
ment persisting alongside precarious short-term contracts for many of those young
workers fortunate enough to be in work. Even in fairly prosperous countries large
parts of the middle classes are increasingly subject to both job uncertainty and decreas-
ing real wages. A new ‘working poor’ cohort has arisen as low-paid service and man-
ufacturing jobs have outstripped the expansion of well-paid, knowledge-based occu-
pations.

Across Europe, the type of restructuring of workplaces that has taken place and the
changes in work organisation this has wrought have contributed to societal polariza-
tion. On the one hand, especially in the tertiary sector, the intensification of work can
be observed with notorious disadvantages for many administrative, sales and
transport workers. On the other hand, successful efforts to create innovative, sustain-
able and inclusive organisations have offered a countervailing option. It is with this
latter vision that the authors of this book identify. In our view competitive advantage
can be generated and sustained through work organisation built on socio-technical
systems design, where social dialogue and the involvement of employee representa-
tives in decision-making are central to any change process. Achieving human organi-
sational change along these lines is not a utopian view but one based on evidence se-
lected from our collective experience. That this experience is grounded in the eco-
nomic, technological and social realities of the present day is illustrated by the case
studies we include throughout the chapters that follow hereafter. Our central message
is that common sets of analytical and process tools are available that can be used to
bring about sustainable work organisations and decent jobs.
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0.2 The European Employee Support Network (EESUN) and the contrib-
utors

This book been written by members of the European Employee Support Network
(EESUN) which was established in 1996 as a co-operation between small, independent
labour consultancy firms and labour research institutes across Europe. Currently
EESUN has members in Austria, France, Germany, The Netherlands, Norway, Sweden
and the United Kingdom. Their activities as external experts supporting mainly em-
ployee representatives are based on the socio-technical research and intervention tra-
dition (sometimes called “action research’) on the one hand and on the European social
dialogue agenda on the other. In the five countries we highlight in this book, the use
of external experts as labour consultants developed out of labour legislation and/or
collective labour agreements in the 1970s and 1980s.

The EESUN partners from France (ARETE), Germany (BIT), the Netherlands (STZ),
Sweden (ATK) and the United Kingdom (TURU, Ruskin College) have decided to
combine their experiences from four decades of involvement in organisational change
and social dialogue to produce this book. CV’s of the main contributors have been
included in an Appendix. The book largely draws upon their experiences and those of
their colleagues as labour consultants, in a variety of sectors advising trade unions,
Works Councils and other employee representatives, and in some cases, joint manage-
ment-union projects. Key issues here have been the introduction of new technologies;
organisational change; job quality and occupational safety and health; redeployment;
work-life development, and dealing with demographic change. All of the contributors
have additionally been active in national and European research projects ranging
widely over collective bargaining, employee representation, technology and work or-
ganisation, and labour market policies. The issues and debates covered in this book
reflect all of this joint experience.

Reflections on these experiences together with joint EESUN research and training pro-
jects and related discussions in the Network have enabled descriptions and compari-
sons of intervention methods to help formulate common ideas on how to tackle new
challenges. These include, in no particular order: the intensification of work and in-
creasing risks for occupational safety and health; globalization and value chain restruc-
turing; privatisation and liberalization of public services, and the ageing of the labour
force.

0.3 Trade unions and labour consultants: four decades of change

In the last forty years, reorganisation and restructuring have become more or less per-
manent features of workplaces throughout Europe -- not only in private enterprise but
in public services as well. In a consequence, the concerns and priorities of trade unions
in Europe have changed. Traditional themes have not disappeared but new ones have
emerged and gained in importance and priority. These pressures and the trade union
responses they have generated, have impacted strongly on labour consultancy prac-
tices when it comes to shaping the consequences of change. To illustrate how these
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relationships evolved over time, we have divided four decades in a rather schematic
way to enable a brief description of each period’s characteristics.

In the 1980s, the introduction of computer technology shocked the tertiary sector. In
all the five countries covered in this book the computerization of banking, insurance,
commerce (retail and wholesale) and transportation became subject to intense public
debate. Trade union and government reports predicted major changes in employment
levels, job quality, occupational safety and health, career prospects, working time, and
pay and grading. Data protection and privacy issues also entered the debate. The un-
ion movement invested substantially in raising awareness among its own member-
ship, politicians and the general public as to the likely societal effects of this early wave
of informatics. In most cases they assessed the effects as likely to be fairly dramatic. In
consequence, the European trade unions put ‘negotiating technological change” and
entering with employers into technology agreements at the core of their bargaining
priorities (Evans 1982, 1985).

Both national and international union bodies developed collaborative approaches to
influence the adoption of new technologies at company and workplace levels. Such
approaches provided unions with some leverage to strengthen the position of em-
ployee representatives and thus to shift “the control of frontiers” (Levie and Moore
1984). Following the pioneering work of their Scandinavian colleagues, unionists
across Europe became acutely aware of the importance of the early disclosure of sub-
stantive information concerning the consequences that change processes would have
on the organisation and quality of work. The Scandinavian practice of calling on ex-
ternal experts to support this new approach stimulated the establishment of advisory
units within individual unions (as in Germany, the Netherlands, and the UK) and
prompted the growth of independent labour consultancies. Indeed, as regards the
‘homes’ of four of the current book contributors, the late 1970s and the mid-1980s
marked the start of their labour consultancies, ARETE, ATK, BIT, and STZ. The fifth,
the Trade Union Research Unit (TURU) in the UK had begun earlier, in 1971, when the
UK’s biggest union at the time (the Transport and General Workers Union, TGWU)
had commissioned two academics at Ruskin College to provide economic analysis for
wage negotiations at Ford UK.

It is worthwhile noting here that the 1970s and early 1980s saw new or revised co-
determination legislation being implemented in France, Germany, the Netherlands
and Sweden. The UK, by contrast, only had in the 1970s what turned out to be a brief
flirtation with a version of co-determination (see more detailed Chapter 8). This new
legislation enlarged and underpinned the options for employee representatives to in-
fluence technology and work organization. For example, ARETE (1983), while taking
stock of practices in France and elsewhere of informing, consulting and involving em-
ployees as regards the introduction of IT, connected that with perspectives the new
legislation might offer and also with ideas about workplace democracy that became
prevalent in trade unions across Europe. If such democracy was to gain substance that
would require greater influence of employees on their quality of work.
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During the 1990s, a number of labour consultancies took on a more definite profes-
sionalized shape. Their assignments now included large and lengthy change projects
while they also began to serve employee representatives in groups of companies. Two
trends coincided here. First of all, trade unions made efforts to scale up their “influenc-
ing early” approaches moving from single companies and public services to sectors
and sub-sectors. In the second place, technologies became more standardized and
were introduced simultaneously across sectors connecting companies, for example
with logistic information systems. The advance of the Internet, in the course of the
1990s, gave a further boost to this technological integration and triggered the need for
specialized resources to advise employee representatives. Also since across Europe
only a few technology agreements were negotiated, labour consultants became heavily
involved in efforts to secure labour’s input into change trajectories. Sometimes this
was only a brief assignment, but in other instances their involvement was lengthy and
spread out over several years.

As the 1990s progressed, technological and organisational change, already logically
connected, got further intertwined -- often in complex ways. Alongside intensified in-
ternational competition a dominant neo-liberal political ‘wave’ increased the pressure
in liberalized economies to realize immediate shareholder value. This saw enterprises
deploying Anglo-Saxon governance and profit models that prioritized short-term
gains and cost reductions. The strategic knock-on effects included the formation of
business units and the outsourcing of ‘non-core” activities that soon became known as
‘offshoring” when it involved the crossing of national borders. Jointly with the strive
for a single European market these forces pushed a raft of mergers and acquisitions
across Europe from 1995 onwards. At the same time they triggered spin-offs and fran-
chising practices. At workplace level, the pressure mounted towards process optimi-
zation with reorganisations aiming at ‘lean production” very much the order of the
day.

The need to manage these complexities and their accompanying uncertainties gener-
ated a market for books (and management consultants) that offered structured ap-
proaches and, in some instances, glib promises to managers in the frontline of change.
The Business Process Re-engineering (BPR) approach, for instance, devised by Michael
Hammer developed into a bestseller (cf. Hammer and Champy 1993) and was well
received by many such managers. At the same time though, books and journal articles
appeared that integrated the drive for ‘competitive advantage” with a more “people-
centred” approach. They included the upgrading of training and skills development
while emphasizing job security (cf. Pfeffer 1994) - laying the foundations for a major
stream in human resources management (HRM). Most labour consultants aligned with
this latter approach.

The 2000s witnessed a range of spectacular events in the economy linked to develop-
ments in technology, market deregulation and the growing power of financial institu-
tions. Most notably in the US between 2000 and 2002 quite some Internet-based com-
panies who had speculatively capitalized on the growth of the world wide web (the
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‘dot-com bubble’), went bankrupt. It would not be the last bubble to burst in this dec-
ade. In Europe, between 1999 and 2002 the creation of a single ‘regulatory space’, gov-
erned by the European Central Bank (ECB), and the launch of the Euro prompted in-
stitutional change. These particular pressures were overtaken and supplanted by the
serious financial crisis of 2007-08 that spilled over from the US to the rest of the world.
A chain reaction engulfed the American financial system as the bursting of the “hous-
ing bubble” brought down the banks and financial institutions who had fuelled spec-
ulative mortgage lending in the US. Swiftly the financial systems of Europe and the
other developed regions were drawn into the mess. As we now know, a total collapse
of the global banking and financial system was only narrowly avoided (cf. Tooze 2018).
Part of the price for bailing out and shoring up the financial sector was soon seen all
over Europe as unemployment increased massively while income inequality grew. In
Chapters 1 and 2 we elaborate further on these developments.

The economic crisis inevitably also left marks at the work organisation level where
work-related stress and psychosocial risks came to the fore. Assignments for labour
consultants to help tackle these risks grew in importance. In the course of the 2000s
trade unions in all five countries raised the fight against psychosocial risks at work to
higher positions on their priority lists. Across countries, these actions showed some
commonality in particular targeting the need for multinational enterprises (MNEs) to
revise top-level decision-making where investment plans where apt to generate high
pressure for change and consequently high stress levels. To date though MNEs have
generally shielded strategic decision-making from the counter-ideas that employee
representatives and labour consultants have developed at operational levels.

In the 2010s Europe slowly recovered from the worldwide crisis. In sharp contrast,
major MNEs flourished and increasingly took the role as coordinators of international
trade away from the control of nation states. They emerged as the drivers of global
value chains. This domination together with the existence of the EU and the Eurozone
prompted a surge in foreign investment, with offshoring to Eastern Europe being par-
ticularly prominent. Slightly later, a few US- and China-based operators of digital plat-
forms rose up to become “technology superstars” -- pushing through a major transfor-
mation of competition, work organisation and employment relations. Notwithstand-
ing their superstar or “digital innovator” status, the likes of Google, Amazon, Microsoft,
Facebook, Uber, Alibaba and Tencent soon reminded the world that sweated labour
practices had not gone away. As we will argue in Chapter 6, the related rise of the so-
called “gig economy’ may herald further negative impacts on the world of work in the
not-too-distant future.

Moreover, further digitalization, the arrival of 5G mobile networks, the Internet of
Things, Big Data analytics, artificial intelligence (AlI), and advanced energy technolo-
gies are sure to affect the ways in which work is both carried out and organized. If
anything, such developments suggest that reorganisation and restructuring at the
workplace will remain the order of the day. Their consequences may become even
more pronounced when projected against the constraints of an ageing population and
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above all the need for radical moves towards a green and sustainable economy. Seen
in this light, the challenges for trade unions, employee representatives and labour
consultants are likely to involve tackling several connected issues, namely: skills and
competence development; redeployment; physical working conditions; the prevention
of psychosocial risks, and data protection. Undoubtedly the largest challenge remains
how to facilitate, in different economic and political contexts, sustainable work with
decent conditions for the workforce as a whole.

0.4 Organisation of the book
The book is organized as follows.

Chapter 1, Change and industrial relations in Europe; A societal background, covers the vi-
cissitudes of one of the sources of inspiration of EESUN: the European social dialogue.
The chapter reports on the difficult conditions arising for trade unions in the economic
crisis in particular when austerity policies throughout Europe became dominant. It
charts developments in trade union density, collective bargaining coverage, unem-
ployment, income inequality, and the size of investment from abroad. Finally the chap-
ter introduces the industrial relations settings in the five countries we are most con-
cerned with in this book.

Chapter 2, Restructuring going global, focuses on the background of restructuring pro-
cesses in and between companies. The chapter distinguishes five forms of restructur-
ing against the backdrop of ‘going global” and suggests options for trade unions and
other employee representatives as to how to organize countervailing power and de-
velop strategies mitigating the consequences of restructuring. In doing so we pay in
particular attention to the functioning of the European Works Councils (EWC’s).

Chapter 3, Public sector restructuring under new management, goes into the somewhat
neglected subject of restructuring in the public sector. Implications of New Public
Management (NPM) as an important part of the neo-liberal project, as well as related
deregulation and privatisation processes, for the employed in this sector are discussed.
The chapter specifies the various shapes NPM has taken on in the five countries before
considering their effects on the functioning of organisations and the quality of the ser-
vices rendered to citizens. We argue that the return of social dialogue in the public
sector is long overdue.

Chapter 4, A changing labour market; New competence demands and the management of
change, exposes the wave of structural changes resulting in a newly shaped labour mar-
ket. Notable factors such as employability, competence development and redeploy-
ment management are discussed as important assets in changing labour markets.
Cases show good practice when these issues have been put at the centre of the social
dialogue at company level, and emphasize the practical importance of timing and ad-
equate time horizons.

Chapter 5, Managing the demographic challenge, charts the challenges and dilemmas of
policies aiming to keep older workers in employment. Demographic statistics and case
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studies indicate the need for “age-proof” organisations with age management at organ-
isational and individual levels. We discuss the evidence that improving both working
conditions and social environment will benefit older workers.

Chapter 6, Work organisation and the intensification of work in the service sector, details a
multifactorial explanation for the ongoing intensification of work in this sector. It de-
picts the search for new ways to organize work, contrasting management philosophies
(BPR, lean management, agile organisation) with new forms of organisation (call cen-
tres, ‘open space’ or ‘flex” offices, telework, gig economy). Case studies here illustrate
the continuous tension between participation and control.

Chapter 7, New challenges for healthy work: work-related stress and risk assessment, sets out
the methodological bases upon which the assessment of work-related stress and re-
lated interventions can be built. The chapter shows statistical evidence on the practice
of psychosocial risk management in the five countries scrutinized and presents assess-
ment and intervention practices of EESUN colleagues.

Chapter 8, Labour consultancy: A country overview, presents brief economic profiles of
the five countries; overviews of the national legal contexts relevant for labour consul-
tancy assignments, in particular concerning employee representation and concerning
working conditions, and overviews of the national markets for labour consultancy. In
doing so, this chapter prepares the ground for the final Chapter 9.

Chapter 9, Towards good practice in shaping future change, emphasizes the importance of
social dialogue within change management processes. Based on the experience of the
authors of this book and the case studies described in the various chapters, a synthesis
of good practices is put forward to assist in reconciling management and labour inter-
ests in change processes.

The Chapters 2 to 7 all conclude with sections presenting good practice suggestions.
These suggestions focus largely on the level of the work organisations at issue, either
private companies or public services, before widening out to focus on connected insti-
tutions and policies. This fits in with the centre of gravity of the assignments of labour
consultants. Our good practice suggestions are mainly based on the respective book
chapters but we also considered ‘external” cases, checklists and handbooks (European
Commission 2009; Tengblad et al. 2009; De Bruyne and Ramioul 2006; Huzzard et al.
2004; Van Klaveren 1991). Chapter 2, on Restructuring going global, starts with basic
good practice recommendations. In the following five chapters we add suggestions
specifically linked to their respective contents. Section 9.3 of our final Chapter 9 con-
nects the headlines of Chapters 2 to 7 to the briefly presented good practice recommen-
dations.

We finished this manuscript by December 29, 2019. In early January 2020, when we
started the final editing we were unaware of even the existence of the Coronavirus or
COVID-19. At this point, three months later, the Coronavirus outbreak has caused
thousands of deaths and has brought large parts of the economy and social life in Asia,
Europe, North America and Australasia to a standstill. Moreover, on a global scale the

16



worst may be still to come. In these circumstances we wrote a Postscript as to conclude
our work with some considerations regarding effects of the Coronavirus pandemic
that connect with the themes we cover.

Appendix 1 contains five case studies that are more detailed elaborations of cases that
appeared earlier in the book. CV’s of the main book contributors can be found in
Appendix 2.

All links to websites have been checked by 29-12-2019.
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CHAPTER 1. CHANGE AND INDUSTRIAL RELATIONS IN EUROPE: A
SOCIETAL BACKGROUND

1.1 Introduction

This chapter provides an overview of economic and social change in the European
Union to provide context for the developments at the organisational level we discuss
in subsequent chapters. We devote special attention to the social partnership perspec-
tives elaborated in both EU-wide agreement between the social partners and in suc-
cessive European Treaties. Such moves indicated that EU institutions, seemingly at
least, recognized that developing comprehensive social partnerships would be crucial
to achieve their ambition of combining economic efficiency and competitiveness with
a better quality of work and work-life balance. Although this objective has latterly be-
come rather diluted in European policy-making, it remains a prime mover insofar as
much of the practice of labour consultancy throughout Europe has been concerned.

Thereafter, we focus on industrial relations both in the EU as a whole and more par-
ticularly in the five countries that most concern us in this book. To this end, we exam-
ine the development of crucial indicators such as trade union density; collective bar-
gaining coverage, and the share of employees covered by multi-employer agreements.
In order to understand the pressures that have driven the changes taking place at in-
dustry, firm and workplace levels we also review: the constraints placed by European
governance on national policies; increases in unemployment; falling real wages; grow-
ing income inequality; imbalances across countries and, of particular relevance here,
the expansion of multinational enterprises (MNEs) at a time of weakened trade union
influence. Finally, we detail some features of national industrial relations in the five
countries.

1.2 The social partnership perspective and European initiatives

At the time of writing, France, Germany, the Netherlands, Sweden and the United
Kingdom were all members of the European Union, although the ‘Brexit’ process to
enable the UK to leave the EU, was in its final phase. In 1958, France, Germany and the
Netherlands were among the six ‘founding fathers’ of what was then known as the
European Economic Community (EEC). In 1973, the UK joined the EEC, and with the
EU’s 1995 enlargement, Sweden also entered the club. The European Union has typi-
cally been engaged in a machine for generating the convergence of living and working
standards across many policy fields. From very early on until the beginning of the
2000s, the Union has generally been a supportive force for social dialogue and the co-
ordination of collective bargaining whether at national or industry levels, the latter
commonly labelled as multi-employer bargaining (MEB). Based on an EU social part-
ners’ agreement of 1991, the Treaties of Maastricht (1992) and Amsterdam (1997)
adopted specific “social dialogue” provisions. The European Social Dialogue (ESD) en-
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visaged constructive dialogues taking place between management and employee rep-
resentatives at multiple levels, including the firm, establishment and workplace. To
this end, EU Directives have helped to shape a wide variety of work-related issues
throughout Europe, such as working time and parental leave, collective redundancies,
and the transfer of undertakings (Van Klaveren and Tijdens 2008; see also Chapter 2).

Evidence that the European institutions recognised the importance of social partner-
ship had seemingly arrived in the unequivocal endorsement given by the European
Commission’s Green Paper Partnership for a New Organisation of Work in April 1997. In
the wake of this publication, several EESUN members organised national events bring-
ing together labour, business and government representatives to discuss the implica-
tions arising from this Green Paper. However, the Commission did not follow up this
path-breaking document with any substantial decision-making. Indeed, apart from the
Directive 2002/14/EC that established a framework for informing and consulting em-
ployees in the EU, the Commission remained silent for quite a while on how social
dialogue at organisation level could be advanced. It was not until November 2017
when the European institutions (Commission, Council and Parliament) jointly pro-
claimed that the European Pillar of Social Rights (EPSR) would include “Support for
increased capacity of social partners to promote social dialogue” that the importance
of social dialogue was reaffirmed. It still remains to be seen how this high-level pledge
and ‘new start” will work out.

1.3 Deteriorating conditions for collective interest representation

1.3.1 Job quality in broad perspective

Although not binding on national governments, the EPSR may be seen as a renewed
effort at strengthening the social dimension of the EU. The available data indicate that
such an initiative is much needed. The outcomes of the Job Quality Index (JQI), for
instance, calculated using the five-yearly European Working Conditions Surveys
(EWCSs) by the European Foundation for the Improvement of Living and Working
Conditions (hereafter: Eurofound or ‘Dublin Foundation”) are informative here. Leav-
ing wage issues out (see below, section 1.4.3), the JQI includes five dimensions of work:
forms of employment (the share of workers in temporary jobs and of part-time workers
who could not find full-time jobs); working time and work-life balance; working con-
ditions; skills and career development, and collective interest representation which in-
cludes trade union density (TUD) and collective bargaining coverage (CBC). The im-
pact of the crisis on the average scores for these five dimensions is reflected in a de-
crease for the EU28 as a whole in 2010 compared to the position posted in 2005. Alt-
hough there was some recovery between 2010-15 the 2015 average was still lower than
the 2005 average. For the UK a considerable decrease in both periods has to be noted,
whereas the overall 2015 outcomes for the other four countries we scrutinize returned
to the 2005 level (Piasna 2017). We now focus on collective interest representation -- a
factor of particular relevance for the activities of labour consultants.
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1.3.2 Trade union density and collective bargaining coverage

Well before the outbreak of the 2007-08 crisis, declining trends in trade union density
and the erosion of collective bargaining were evident across Europe. Between 2001 and
2007, average trade union density for 23 of the 28 current EU member states subject to
the WIBARS research project -including all larger countries 1-- fell from 33 to 28.5%.
Although this decline has slowed somewhat more recently, overall union density de-
creased to 23.5% in 2016. Business also became less organised but the density of em-
ployers” organisation fell more slowly, and with an average of 49% in 2016 remained
at more than double the level of union density. The figures on the spread of collective
bargaining reflect the sustained pressure exerted by employers and their organisations
to advance the decentralization of industrial relations practices throughout Europe.
The coverage of collective bargaining fell slightly between 2001 and 2007 but from then
on dropped steeply, on average covering only 48% of all employees in the 23 EU coun-
tries by 2016. Two years earlier, in 2013/14, only 39% of all employees were covered
by multi-employer agreements (MEB) (for WIBAR3 outcomes, see Van Klaveren and
Gregory 2019).

Table 1.1 and Figure 1.1 (both next page) detail developments in trade union density
and collective bargaining coverage between 2001 and 2016 for the five countries under
scrutiny here together with averages for the 10 CEE (Central and Eastern Europe)
countries and the 23 EU countries as a whole. The table for the five countries only also
adds data on the share of wage-earners covered by MEB. Clearly, after 2001, union
density fell across the board except in France where it was already at a very low level.
By contrast, bargaining coverage remained high in France due to the prevailing system
of mandatory extension that extends collective labour agreements (CLAs) to all em-
ployees in the industry concerned. The existence of a mandatory extension system,
although subject to thresholds, also explains the continuously high Dutch coverage.
Conversely, the more limited German extension system did not prevent the erosion of
collective bargaining coverage over the period. Sweden and the UK, countries without
extension mechanism, showed a decline albeit at different levels and rates of change.
Between 2007 and 2016, union density fell by 8% overall for the five countries we are
most interested in, 17% in the 23 EU countries, and by as much as 30% for the 10 CEE
countries. The corresponding decreases in collective bargaining coverage were respec-
tively 4%, 23% and 42%.

As regards multi-employer bargaining, France, the Netherlands and Sweden all main-
tained fairly high coverage levels, but in Germany multi-employer agreements cov-
ered only a small majority of wage-earners by 2016. The UK, as can be seen, is an out-
lier here with multi-employer bargaining having virtually disappeared. In part this
reflects the trend towards single employer or company-level bargaining (SEB) which
began in the late 1960s in the UK’s private sector, and more recently the breakup of

1 Excluded were Cyprus, Croatia, Greece, Luxembourg and Malta.
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MEB that followed on from the major privatisations carried out in the UK in the 1980s
and 1990s.

Table 1.1 Trade union density, collective bargaining and multi-employer coverage in
five countries, CEE-10 and 23 EU countries, 2001-2007-2016
Collective bargaining Covered by multi-

Trade union density coverage employer agreement

2001 | 2007 | 2016 | 2001 2007 | 2016 | 2001 | 2007 | 2016
France 11 11 11 97 98 98 93 96 85
Germany 24 20 17 68 61 56 61 53 51
Netherlands 21 19 17 84 79 79 71 74 70
Sweden 78 71 67 94 91 90 75 79 80
United Kingdom 29 27 24 35 34 26 7 5 1
CEE-10 26 20 14 45 43 25 X x x
Average 23 EU c. 329 | 285 | 235 654 | 62.7| 482 x x x

Sources: 2001 and 2007: Van Klaveren and Gregory 2019, and sources detailed therein; 2016: TUD and
CBC: website OECD.stat; MEB: own calculations based on sources for Van Klaveren and Gregory 2019
x insufficient data

Figure 1.1 Trade union density and collective bargaining coverage in five countries
and CEE-10, 2001-2007-2016

trade union density collective bargaining coverage
80 100

20 2001 2001
60 2007 80 2007
50 2016 g 2016
40

30 4

o 1 o

Sources: 2001 and 2007: Van Klaveren and Gregory 2019; 2016: OECD.stat

o

o

In some EU member states decreasing trade union density and collective bargaining
coverage was plainly linked to political interventions aimed at scaling back employees’
negotiating rights. Indeed, in the UK under successive Thatcher administrations such
deliberate ‘institutional destruction’ took place. In most EU countries, however, the
decentralisation of industrial relations and the weakening of organised labour hap-
pened without such overt political interference. Moreover, the relationship between
‘Europe’ and developments in national industrial relations was mostly rather indirect
albeit that there were growing pressures on the European social model. The low level
of integration between the national and European organisations of workers and em-
ployers alike also had an influence here. For example, mutual policy inputs and feed-
back between national union (con)federations and single unions on the one hand and
their European “peak’ organisations (ETUC, and at industry level the European Trade
Union Federations, ETUFs) on the other hand, have remained rather weak. Such links
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are even weaker on the employers’ side. BUSINESSEUROPE, the employers” European
peak organisation, has no sectoral dimension to its structure. Also, national represen-
tation structures, industrial relations traditions and wage-setting systems across the
EU have remained highly diverse, and continue to complicate and frustrate the coor-
dination of collective bargaining at European level.

At the individual level, consecutive years of membership losses have generated vi-
cious downward spirals that trade unions have found difficult to counteract. In many
instances less membership means less paid officials, invariably causing already under-
resourced union constituencies to suffer losses in strategic and professional support.
Small unions are particularly susceptible to such negative spirals and union mergers
rarely seem to bring any long-lasting relief. Indeed, it has been argued that the increase
in membership and policy heterogeneity that commonly follows on from a union mer-
ger together with the ‘regular’ hardships organisational integration often entails, may
be linked with concurrent membership decline (Undy 2008). Experience with the after
effects of major union mergers in Germany and the Netherlands coming through at
the turn of the century by and large confirms this thesis. Moreover, two of the current
authors found, with the exception of the transport and telecoms industry, that a
smaller number of unions per industry conferred no clear advantages throughout Eu-
rope insofar as enhancing TUD, CBC and MEB were concerned (Van Klaveren and
Gregory 2019: 50). Finally, the mergers of major unions may also have a knock-on ef-
fect on the services, bargaining power and political influence of related union (con)fed-
erations (cf. Ebbinghaus 2003). For example, in the Netherlands a straight line can be
drawn between the merger of four major unions of the FNV confederation in 1998 and
the subsequent restructuring of the FNV in 2013-15 into a federation with a hybrid
structure, composed of sectors of the three large founding unions and the direct rep-
resentation of a larger number of smaller unions.

14 Crisis and recovery

1.4.1 Political and economic choices: Keynes versus austerity

Within a few years of its outbreak in 2007, the financial crisis developed into the Great
Depression. The dominant policy response in the EU was to replace Keynesian de-
mand-side economics --intended to maintain purchasing power-- with a supply-side
macroeconomic policy. This completed the shift in the political economy away from
the Keynesian frameworks that had been predominant for much of the post-war pe-
riod. Under the influence of supply-side protagonists, national governments turned to
policies of austerity and ‘structural reforms” with a view to increase their country’s
competitiveness. This policy move was promoted throughout the EU with new forms
of economic governance allowing much stronger supranational influence on national
policies. The groundwork for ‘restoring competitiveness’ through interventions in
wage-setting had been carried out a decade earlier, in 1998-2002. By then a single ‘reg-
ulatory space” was created to embrace the Economic and Monetary Union (EMU) and
the European Central Bank (ECB). Progressive researchers and trade unionists alike
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have subsequently argued that since the ECB’s only target is price stability, it invaria-
bly ignores the need to maintain purchasing power and employment levels. This con-
trasts sharply with the Federal Reserve (Fed) in the US, which has a dual mandate for
price stability and maintaining employment (Tooze 2018: 99). Similarly, the design of
the EMU built in the assumption that in the event of economic shocks, industries and
companies would carry out reductions in labour costs in order to generate the condi-
tions needed to improve national competitiveness.

The assumption that a single currency would make the balance of payments irrelevant
between the eurozone countries, was soon seen to be false. Once a eurozone country
became dependent on large capital inflows and in the absence of a fiscal union, any
sudden contraction of such inflows would rapidly cause (or aggravate) an economic
crisis. This happened in Greece, Portugal and Spain (Wolf 2014). Added to this it was
also evident that the new forms of European governance and the increasingly neo-
liberal orientation of the European Commission combined to tighten the constraints
on progressive national expenditure options such as on sectoral or regional policies.
Against the backcloth of such developments, the ability of the trade union movement
to exercise meaningful influence on the processes of change was always going to be
problematic (already envisaged by Booth et al. 2001). It was further undermined by the
persistent pressures applied by dominant European policy makers and the New Public
Management movement, for further privatisation or liberalisation of public services
(utilities, transport) and greater flexibilization of labour markets. There was ample tes-
timony of their belief that the removal of ‘institutional obstacles” would yield benefits
even though that belief was weakly underpinned with hard evidence. For example,
the supply-side prescriptions to remove employment protection legislation these pol-
icy makers imposed on member states did not stimulate employers” hiring efforts. In
fact, the reverse was the case in the indebted countries of southern Europe where less
employment protection contributed to the growth of more non-standard and precari-
ous employment (cf. Heyes and Lewis 2014).

The actions taken in 2012 by the European Commission under pressure from the
‘Troika” (European Commission, ECB and International Monetary Fund [IMF]), on
wage-setting primarily in Greece, Portugal and Ireland but also in Spain and Italy have
been described as a “frontal assault on multi-employer bargaining” by industrial rela-
tions experts (Keune 2015). These five countries had to carry through significant cuts
in public sector wages as the condition for receiving financial support from the Troika.
In other EU countries too, the wages of public sector employees were ‘easy targets’ for
authorities trying to bring down their spending. In addition, many European govern-
ments reduced the level or duration of social benefits. Taken together, decreasing so-
cial spending, falling income taxes and wage moderation in the private sector trans-
lated into falling domestic demand. In most EU countries this contributed to a “second
dip’ in their Gross Domestic Product (GDP) per capita in 2012-13 -- after the major fall
in GDP’s that shocked all of Europe in 2009.

24



1.4.2 Crisis recovery and unemployment

It is no surprise that the EU-wide decline in demand also resulted in massive increases
in unemployment. Between mid-2008 and mid-2014 the average EU unemployment
rate increased from 7.6% to 10.2%. In these six years, the number of officially registered
unemployed in the EU rose from 17 million to over 26 million. Only from 2014 on-
wards, could an across the board decrease in unemployment be seen. However, three
caveats are appropriate here. First, as Table 1.2 and Figure 1.2 show, large differences
in the development of unemployment could are discernible across the five countries
under scrutiny. Germany is clearly an exceptional case since its unemployment rate,
high before the crisis, shows a continuous fall right through to 2019. Similarly, but less
spectacularly, unemployment rates in the Netherlands and the UK had by 2019 fallen
below pre-crisis levels. By contrast, in France and to a lesser extent also in Sweden
unemployment has remained relatively high.

Table 1.2 Development of unemployment rates (%) in five countries and EU, 2005-
2019
2005 2008 2011 2014 2017 2018 2019
[France 8.9 7.4 9.2 10.3 94 9.1 8.5
Germany 11.2 7.3 5.8 5.0 3.8 3.4 3.1
Netherlands 59 3.7 5.0 7.4 49 3.8 3.3
Sweden 8.2 6.2 7.8 7.9 6.7 6.3 6.7
United Kingdom 4.6 5.6 8.1 6.1 4.4 4.0 3.8
EU-27/28 9.7 7.0 9.7 10.2 7.6 6.8 6.3

Source: Eurostat une_rt m

Figure 1.2 Development of unemployment rates (%) in five countries and EU, 2005-
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Second, high levels of youth unemployment have continued to persist. Academic ex-
perts and community practitioners have pointed to the mounting evidence of such
high levels contributing directly to the spread of poverty and the sense of deprivation,
exclusion and boredom amongst the young unemployed. This can only have negative
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implications for social cohesion. Figure 1.3 shows the youth (below 25 of age) unem-
ployment rates for the five countries featured in this book.

Figure 1.3 Development of youth unemployment rates (younger than 25 of age, %) in
five countries and EU, 2005-2019

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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Source: Eurostat une_rt_m

We can see that youth unemployment rates have followed trends broadly similar to
overall unemployment and that some welcome improvements can be observed dating
from 2013-14. However, youth unemployment rates have remained much higher than
those for the aggregate unemployed. In France and Sweden these rates have recently
stuck at about 20%, or 2.4 and 3 times the respective overall rates in these countries,
whereas the youth rates in the other three countries were consistently double the over-
all rates.

A third point we should note here concerns the significant increases in flexible and
highly vulnerable employment that have been posted in France, Germany, the Neth-
erlands and the UK over this time period. There is overwhelming evidence that these
forms of employment are largely taken up by new entrants to the labour market -
many of whom are young persons taking their first steps into paid employment. In
Chapter 4 we elaborate on these developments; suffice it to say here, the poor quality
of many of these jobs, typified as they are by low pay and contractual insecurity, is
hardly compensation for young people who have already been hit by the failures of
successive governments to deal with persistently high levels of unemployment.

1.4.3 Crisis recovery and wage pressure

Under the conditions described above, progress to reverse the decrease in wage levels
was sluggish in western and southern Europe between 2008 and 2012 and wages have
remained under pressure. For instance, as recently as 2018, the level of average real
wages for eight EU countries could still be seen to be below the level achieved in 2009.
The UK, for example, posted a fall in real wages of minus 1% for the period 2009-2018.
However, the Netherlands over this same period showed some real wage growth (3%),
as did France (7%), Germany (11%) and Sweden (13%) although when calculated on a
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yearly basis these were still quite low figures of just over 1% or less (ETUC/ETUI 2019:
50). In the main and in sharp contrast, top income earners in most European countries
have rapidly found ways to buck these trends and boost their earnings. With the slug-
gish recovery in middle and lower wages this has inevitably led to a widening of in-
come inequality.

The development of labour productivity as a base for sustainable real wage growth,
has been problematic for many EU states and has been a clear contributary factor to
their slow recovery from the crisis. Over the period 2008-2017, the average growth in
labour productivity in the EU slowed substantially. In these years real wage growth
lagged behind this already stagnating productivity trend in 15 out of 28 EU countries.
The five countries we are concerned with in this book, however, partly diverged from
this general trend. Over the period 2008-2017, Germany and Sweden posted real wage
growth of 8 and 6% points respectively above productivity growth, and in France wage
and productivity increases were at the same level. However, in the Netherlands and
the UK real wages lagged by 3 and 5% points respectively behind productivity growth
(ETUC/ETUI 2019: 51).

Over a longer time period, from 1980 onwards, wage growth in the five countries we
have highlighted in this book, has consistently tended to lag behind productivity
growth leading to a decrease in the overall share taken by wages (the ‘labour share’)
in the gross national product (GNP): see Figure 1.4 (next page). The labour share aver-
aged for the five countries decreased from 70.4% in 1980 to 64.8% in 2018. The excep-
tion was the UK, where the share has remained fairly constant from an already low
66% posted in 1980. An extensive body of research attempting to explain this phenom-
enon has pointed first and foremost to the weakening of labour’s bargaining power.
Amongst other things, this has been attributed to the shrinkage of employment in the
traditionally rather well-unionized manufacturing industries. The corresponding em-
ployment growth in the services sector with its large physical dispersion and units of
much smaller size has not provided much by way of compensation either in terms of
union recruitment or collective bargaining opportunities (cf. Milanovic 2016: 104-105;
see for the shift in employment section 2.2). More recently the declining labour share
has been analysed as one characteristic of the emergence of a ‘finance-dominated cap-
italism” (Stockhammer 2013, Judzik and Sala 2013). Some researchers have added fur-
ther refinement for the EU28 countries emphasizing that the declining share has re-
sulted from the effects of weakened trade unions and ‘financialisation” coinciding with
neoliberal government policies and retrenchment of the welfare state (cf. Barradas
2019). Others have for advanced economies focused on the implications of offshoring
for the lowering of labour’s bargaining power and the consequent reduction of the
labour share (Dao et al. 2017; see section 2.3.2).
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Figure 1.4 Development of labour shares in GDP in five countries, 1980-2018
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For the five countries under scrutiny, Table 1.3 (next page) displays figures on the
personal income inequality for 2005-2015, while below that table Figure 1.5 shows the
division over the three main categories for 2015. We can see that the recovery from the
crisis of 2007-08 has made very little impact on income inequality. Indeed, during and
after the crisis Germany, the Netherlands and Sweden, often labeled as exemplary
welfare states, all saw income inequality on the rise, with the top-10% income earners
taking larger shares whilst those in the bottom half of the income distribution lost out.
In the Netherlands, for example, the share of the top 10% on balance increased by a
full 2%points while that of the bottom 50% fell by the same percentage. The pictures
for Germany and Sweden were quite similar although in 2015 the Swedish distribution
remained less unequal than the other four. Also, wage inequality continued to be low
in Sweden (see Chapter 8). According to these figures, Germany had by 2015 arrived
at a remarkably unequal personal income distribution that matched the level of ine-
quality in the UK.
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Table 1.3 Income inequality in five countries and EU: pre-tax shares of top 10% and
bottom 50% earners, 2005, 2010, 2015

Share of top 10% Share of bottom 50%
2005 2010 2015 2005 2010 2015
France 33.5 326 | 32.6% 219 223 | 22.5%
Germany 34.1 35.0 35.1 22.5 21.6 21.1
Netherlands 26.6 26.2 28.6 26.1 26.4 24.0
Sweden 26.9 271 28.1 30.0 27.7 272
United Kingdom 35.1 31.6 35.0 20.7 225 21.7
European Union 33.1 32.6 33.6 21.6 221 21.8
Source: World Inequality Database
*) 2014
Figure 1.5 Income inequality in five countries: pre-tax shares of top 10%, middle 10-
50%, bottom 50% earners, 2015
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Eurofound researchers have added that for Germany and Sweden in particular but
also to some extent for the other three countries, real incomes at the very bottom of the
distribution (the lowest 20% incomes) stagnated the most. Unemployment was an im-
portant driver here (Fernandez-Macias and Vacas-Soriano 2017). In France, the income
distribution became slightly more equal: the top 10% lost share and the bottom 50%
gained slightly. The UK’s position was somewhat similar except that the top-10% share
in the end remained virtually unchanged whereas in the 2010s the position of the bot-
tom half showed some improvement.

All these figures show the income distribution before taxes and income transfers have
been taken into account. Such factors of course can have some redistributive effects.
However, since the mid-1990s these effects have declined in the majority of OECD
countries 2 and particularly in Sweden and Germany. Although conversely in France,

2 The Organisation for Economic Co-operation and Development (OECD) is an
organisation of 36 countries headquartered in Paris. Members outside the current EU
are Australia, Canada, Chile, Iceland, Israel, Japan, New Zealand, Mexico, Norway,
South Korea, Switzerland, Turkey, and the United States.
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the Netherlands and the UK we can see small positive effects. Overall, lower personal
income taxes combined with less progressive tax rates were the influences at play here
(Causa et al. 2018). Moreover, the concentration of wealth, that is, the ownership of eco-
nomic capital, as shown by among others Thomas Piketty (2014) and Anthony Atkin-
son (2015) is high in OECD countries and has been growing in the last two decades.
Currently wealth inequality is about twice the level of income inequality. According
to various databases the shares of the top 10% most wealthy persons in the net house-
hold distribution of wealth were 50-55% for France; 60-65% for Germany; 55-70% for
the Netherlands, and 50-60% for the UK (Balestra and Tonkin 2018; no data available
for Sweden).

1.4.4 Persistent imbalances

In Europe, the economic crisis cannot be decoupled from the persistent economic im-
balances that were manifest across EU countries in the 2000s. In that decade, the gap
increased between those countries posting a current-account surplus and those record-
ing a deficit. The governments of the first group, led by Germany along with the Neth-
erlands and the Nordic countries, had followed an export-led growth strategy. Accord-
ing to mainstream views shared by the European Commission, the deficit nations
lacked competitiveness in the first years of the crisis because their labour costs were
‘too high’. However, most deficit countries saw hardly any improvement in their cur-
rent-account situations after following Commission and IMF policy prescriptions to
cut wages and reduce other social costs.

Furthermore, after the crisis the respective country positions did not change. For ex-
ample, for 2019 The Economist (December 21, 2019) forecasted current-account sur-
pluses of 9.4% for the Netherlands, 6.6% for Germany and 3.5% for Sweden, against
deficits of 0.9% for France and 4.3% for the UK. The persistent nature of this situation
has strengthened the credibility of alternative explanations for these unchanging im-
balances. Such explanations emphasize that non-price factors have influenced compet-
itiveness, notably, the quality and innovative content of products and services. They
also underline the importance of maintaining domestic purchasing power (cf. Van
Klaveren and Schulten 2015: 179). It seems likely that these imbalances, along with
stagnating real incomes, have fueled the feelings of discontent with European policies
that have been evident among growing layers of the EU’s population with Southern
European “debt countries’ to the fore. The Brexit vote in the UK and the ‘Gilet Jaunes’
demonstrations in France can also be seen as manifestations of this societal discomfort.

1.5 Multinational expansion and declining union influence

The formation of EMU and ECB and the creation of the Euro(zone) also accelerated
developments in the business world. To some extent, in the 1980s and 1990s manage-
rial anticipation of the EU’s single regulatory space had already made room for many
cross-border mergers, joint ventures and acquisitions. Large multinational enterprises
(MNEs) split their European structures away from their global governance systems.
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The launch of the Euro and subsequent steps towards EU corporate governance, in-
cluding the European Works Council (EWC) Directive (1994, revised in 2009), the Eu-
ropean Company Statute Directive and the 13th Takeover Directive, further promoted
an EU-wide level playing field for multinationals.

Although case studies showed that EWC’s had, by the early 2000s, provided workers
with some countervailing power (cf. Weiler et al. 2004), employee representatives
throughout the EU soon recognised that MNEs were using their European structures
to refine benchmarking and ramp up productivity comparisons. This inevitably pitted
plant against plant and worker against worker, most notably in the manufacturing
sectors. At the same time MNEs, when considering their investment strategies, increas-
ingly deployed their enhanced ability to play national and regional authorities off
against each other as they indulged in what was dubbed ‘regime shopping’. Neither
increasing international trade union cooperation, nor the activities of a growing num-
ber of EWCs have been effective in counteracting these practices (see section 2.4.3 for
more on EWC's).

Within the EU, collective bargaining was most strongly constrained where the coordi-
nation of bargaining levels was already weak, namely, in the CEE country group and
in the UK. The dominance of MNEs and foreign investment (FDI) on the one hand and
the weakness of trade unionism on the other were the crucial contributary factors in
the CEE countries. After the Fall of the Berlin Wall (November 1989) and the systemic
changes of 1989-90, FDI grew quickly in the four Visegrad countries: Poland, the Czech
Republic, Slovakia and Hungary. These countries offered foreign investors relatively
cheap but skilled labour combined with legal stability, privatisation and attractive in-
centives. In particular, Germany-based MNEs capitalised on these opportunities. The
accession to the EU of eight CEE countries in 2004 (followed by Romania and Bulgaria
in 2007 and Croatia in 2013) can be seen as institutional acts that completed the eco-
nomic integration process of the 1990s. In that decade the trade unions in the CEE
countries, who had formerly acted as “transmission belts” for the policy of the com-
munist parties, had to re-invent themselves as independent bodies. Whilst the 1989-90
changes created a basis for autonomous collective bargaining, the steps towards such
bargaining were often prescribed in a top-down manner with little regard for the local
rank-and-file workers and their interests. Also, officials in the rebranded unions natu-
rally had very little experience of collective bargaining in a market economy (cf.
Galgoczi 2017).

Recent figures illustrate the resulting imbalances in power relations between business
and labour in particular in the 10 central and eastern EU countries (CEE-10). Currently,
in this country group foreign MNEs dominate employment in major parts of the labour
market, both in manufacturing and in services. Table 1.4 and Figure 1.5 (both next
page) show the percentages of employment by foreign-owned MNE affiliates in four
industries for the five countries under scrutiny and the CEE-10 country group, in 2008
and 2016. Clearly, in 2016 for the CEE-10 country group foreign-owned companies

31



employed more than half of all workers in metal and electronics manufacturing (M &
E), three in every ten working in retail and over four in every ten in the ICT industry.

Foreign MNEs also had considerable employment shares in the Netherlands, Sweden
and the UK, in metal and electronics manufacturing, retail and ICT. These shares were
even larger in transport & telecoms (T & T). than those posted in the CEE-10 countries.
In France and Germany, home to large MNEs in all four sectors, the FDI shares were
lower, both in 2008 and in 2016, though were still considerable in metal and electronics
and ICT. Between 2008 and 2016, foreign employment shares increased notably in
Dutch and Swedish metal and electronics, and also in Dutch transport & telecoms.
Remarkably, in these eight years the employment shares of foreign MNEs in ICT de-
creased in all five countries scrutinized while showing strong growth in the CEE coun-
tries. The relocation of IT services from Northwestern European countries to the Baltic
region or elsewhere in Eastern Europe (‘near-shoring’, see section 2.3.1) likely has been
a major contributory factor here.

Table 1.4 Shares of employment (%) by foreign-owned MNE affiliates in four sectors
and five countries, CEE-10 and EU, 2008 and 2016

Metal and Retail ICT Transport &
electronics telecoms
manufacturing
2008 2016 2008 2016 2008 2016 2008 2016
France 34 28 13 11 20 18 6 7
Germany 17 20 6 7 21 16 8 8
Netherlands 27 30 13 17 24 23 24 28
Sweden 32 40 19 20 33 26 24 19
United Kingdom 36 37 19 20 36 31 21 23
CEE-10 49 55 21 30 32 43 13 18
EU-28 29 32 15 17 26 29 12 15

Sources: 2008: Van Klaveren and Gregory 2019; 2016: Eurostat, SBS and Inward FATS data

Figure 1.6 Shares of employment (%) by foreign-owned MNE affiliates in four sectors
and five countries, 2008 and 2016
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For organised labour, the expansion of MNEs has naturally called for the deployment
of effective oppositional power. However, basic data show that such a deployment
was mostly hard to achieve. For example, by 2016 trade union density in the 10 CEE
countries had fallen to an average level of 14% while collective bargaining coverage
had decreased on average to 25%. Trade unionists here have been confronted with
declining practical means and diminishing legal opportunities to counteract these neg-
ative trends. In retail and wholesale and in parts of the transport sector in particular,
wages and conditions in MNEs have showed no clear positive effects (so-called spill-
overs) on wages and conditions in smaller firms. This situation was by no means re-
stricted to the CEE country group but could also be found in Western Europe. In food
retail in Germany and the Netherlands in particular the continuation of the wage pres-

sure trend that already had become visible in the early 2000s was ever present (Carré
et al. 2010; Van Klaveren et al. 2015; Van Klaveren and Gregory 2019).

1.6 Industrial relations in the five countries: varying conditions for so-
cial dialogue

In spite of the way EU Directives have tried to shape European frameworks, substan-
tial differences across countries remain in industrial relations at all levels - and this is
certainly true in the five countries in the Northwestern ‘corner” of Europe we focus on
here. The conditions for creating and maintaining the social dialogue at the different
levels of industrial relations have therefore varied considerably. That said, employee
representation throughout these countries has, in the main, been assured by two chan-
nels: either through elected Works Councils or through union representatives. Some
industrial relations systems have combined both types; France being an obvious ex-
ample. At company level, trade unions in Germany and the Netherlands have not en-
joyed an official status; instead Works Councils have played important roles. In both
countries, however, trade unionists have mostly been dominant in the councils, and
majorities of council members to date have been unionized. The position in Sweden is
even clearer in that trade unions have held a monopoly on the representation of em-
ployees.

In the UK, statutory rights were given to employee representatives under health and
safety laws introduced in the 1970s although in practice most health and safety repre-
sentatives have been union members and activists. However, for other workplace rep-
resentation and collective bargaining purposes the UK relies upon voluntary arrange-
ments. Thus, the roles of local representatives (frequently called ‘shop stewards’) are
specified according to a voluntary recognition agreement. Collective bargaining arises
where a recognized union agrees the procedure for pay negotiations with an employer.
The voluntary nature at the heart of the British industrial relations practice stands in
sharp distinction to the practice elsewhere in the EU (except for Ireland which follows
a path similar to the UK).

Many cases presented throughout this book illuminate the ways in which labour con-
sultants have operated in (and sometimes across) their respective countries. Chapter 8
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provides an overview of the legal context, industrial relations and market conditions
that confront labour consultants in the five countries studied. Taken together, the cases
and this overview confirm that, in spite of European legal frameworks, the formal con-
text for their assignments differed widely across countries -- and continues to differ.
Moreover, beyond formal rules and structures, the ‘quality” of industrial relations at
company and workplace level is also of major importance. That quality also varies
considerably. Sweden and France represent two extremes: on the one hand a co-oper-
ative climate and on the other an industrial relations environment characterized by
opposition and mistrust. The lack of mutual recognition between the social partners in
France explains, to quite an extent, the strong interventionist role taken by the French
government in industrial and social matters as well as the dominance of very formal
procedures in French industrial relations. In contrast, the experience of ATK in Sweden
suggests that in general the social partners have a consensual view on how to deal with
organisational and structural change. As a result, organisational change has mostly
been a rather smooth process - although with variations, depending on the sector and
on whether or not national or foreign ownership prevails.

Regarding ‘quality’, German and Dutch industrial relations at company level tend to
resemble those in Sweden, though in both Germany and the Netherlands considerable
differences across sectors can be seen. In both countries at the lower end of the labour
market, in industries like retail, catering/hospitality and cleaning, the development of
industrial relations has been far from harmonious. In recent years a growing number
of strikes could be noted here (AIAS-ETUI Collective Bargaining Newsletter, 2015-2019).
At company level in the UK the purely voluntary basis of collective bargaining means
collective agreements are binding in honour rather than law. On the face of it, this
gives the social partners some room for manoeuvre in terms of bargaining agendas
with the potential for qualitatively enriched negotiations. However, with some notable
exceptions, bargained agreements in the UK have tended to be narrowly focused on
pay and working time with scant attention paid to any wider work organizational is-
sues. Furthermore, sectoral collective agreements in the British private sector were
phased out from the 1960s onwards as the UK led the rest of Europe in decentralizing
collective bargaining in the private sector. Industrial relations in the British public sec-
tor by contrast were until recently dominated by national or sectoral bargaining ar-
rangements. However, the raft of privatisations from the late 1970s and early 1980s
(covered in Chapter 3) paved the way for a significant weakening of such agreements.
It may be added that, although trade unions have agreed partnership agreements with
a number of UK companies (which in many ways echo the social dialogue approach
long practised in many EU countries), such relationships between union and manage-
ment have remained relatively rare.

A recent research project on which two of the current authors reported, rated the rela-
tionship between management and trade union at company level in 23 EU member
states. This analysis focused on the largest five companies (as regards employment) in
tfive key industries namely: metal and electronics manufacturing; wholesale; retail;
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ICT; and transport and telecoms. The resulting average ratings for 25 companies per
country give a flavour of industrial relations at company level in these countries. They
also indicate the potential for negotiated or co-operative change as advocated in this
book. Among the five countries under scrutiny, Sweden scored the highest average
rating (3.22) followed by the Netherlands (3.10), France (2.98) and the UK (2.96). Ger-
many’s rating ended up much lower (2.84), but in that country the individual company
outcomes showed a much larger spread (standard deviation) than the more coherent
picture of Sweden and the Netherlands. In large French, German and British compa-
nies cooperative relationships could be traced as well but these were less common
(Van Klaveren and Gregory 2019: 127).
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CHAPTER 2. RESTRUCTURING GOING GLOBAL

21 Introduction

In this chapter we briefly analyse how the restructuring processes in Northwestern

European countries have become part of, or influenced by, the larger process of glob-

alisation. To this end, we examine a number of crucial developments namely:

. structural shifts in western economies characterized by de-industrialization and
‘industrial restructuring’;

. globalisation through foreign investment and contracting out by multinational
enterprises (MNEs) characterized as offshoring;

. the shaping of global value chains (GVCs) and the ‘race to the bottom” in wages
and conditions which confront workers all over the world, and

. the current rapid shifts in business strategies, that seem likely to be further
fuelled by global trade wars.

We consider the extent to which European Directives alongside European Works
Councils and Transnational Company Agreements could be instrumental in mitigat-
ing the negative consequences of restructuring and whether they might promote the
‘backshoring’ of manufacturing or services earlier put offshore. Thereafter, we de-
scribe the various shapes restructuring can take and their varying consequences for
employees. We identify five forms: internal restructuring; outsourcing; mergers and
acquisitions, offshoring, as well as backshoring. In each case we have drawn on our
experience as labour consultants and on our own and others’ studies, to indicate the
alternative strategies that trade union and other employee representatives might de-
ploy to replace the negative consequences of restructuring with more socially accepta-
ble outcomes.

2.2 Structural shifts and restructuring

In the 1970s the terms ‘industrial restructuring” or ‘economic restructuring’ began to
crop up in Northwestern European countries. The terms articulated policy aspects of
the structural shift away from manufacturing towards the service sector. This de-in-
dustrialization process proved to be a common phenomenon in all five countries
though it could be seen most markedly in the United Kingdom and the Netherlands.
In the UK in 1975 one-third of total employment could be found in manufacturing and
mining but by 2016 that share had dwindled to less than 11%. At the same time, the
country’s employment in services grew from 57% to 80%. This decline in manufactur-
ing industry was only slightly less spectacular in the Netherlands, where its share in
employment fell from 26% in 1975 to below 12% in 2016 (see Table 2.1 and Figure 2.1,
next page). From the late 1960s onwards, the implementation of such change processes
went far from smooth. Nevertheless, in both countries the mass production of gar-
ments and textiles as well as shipbuilding largely disappeared. The areas in which

37



these industries were concentrated were inevitably heavily hit, and in some regions
over a quarter of formerly employed individuals suffered from long-term unemploy-
ment. These declines, concentrated in old industrial regions, could also be seen in
France, Germany and Sweden. Against this backcloth, ‘industrial restructuring” was
also the term frequently applied to the policies local authorities used in their attempts
to rebuild the economic and social infrastructures of their regions and offer their pop-
ulation new perspectives.

Table 2.1 Employment shares of manufacturing & mining and services (in persons
employed) in five countries, 1975 and 2016
manufacturing
& mining services

1975 2016 1975 2016
France 14.9 13.8 721 75.1
Germany *) 30.0 194 61.4 719
Netherlands 259 11.6 67.7 80.2
Sweden 13.9 10.8 779 79.3
United Kingdom 33.6 10.6 56.8 80.1
) 1975: West-Germany
Sources:

1975: website OECD, Employment by activity, except Netherlands: CBS (Statistics Netherlands,
Statline), and UK: ONS, Censuses UK (England/Wales, Scotland, North Ireland);
2016: Eurostat

Figure 2.1 Employment shares of manufacturing & mining and services (in persons
employed) in five countries, 1975 and 2016
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We should not overlook the major boost rapid advances in Information Technology
(IT) have latterly given to the longer-term shift away from manufacturing and mining,.
Although, as we will elaborate in later chapters, the adoption of IT has in turn emerged
as a powerful instrument in rationalizing employment in a range of service industries,
not least in the IT industry itself. The combination of reducing development and
production costs through implementing IT while adopting management techniques
from manufacturing (such as ‘lean production’) and practices such as offshoring have
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played important roles here. The earlier experience of workers and their representa-
tives in manufacturing may, therefore, have some relevance for their colleagues in ser-
vice industries, for better or for worse.

2.3 Globalisation: a brief history

2.3.1 Nearby relocation: ‘near-shoring’

It was no accident that the industries who suffered the biggest employment decreases
in Northwestern Europe were also the first to experience offshoring. Already shortly
after the end of World War 11, the most labour-intensive industries had shown them-
selves to be vulnerable to relocation. Next to the classical search for natural resources
and new markets, the exploration of spatial cost differences, particularly differences in
wages, emerged as a major motive in investment decisions. For example, in the 1950s
the Netherlands a first round of relocation of garment manufacture took place that saw
factories moved from Amsterdam to the periphery of the country. However, once the
larger clothing manufacturers and purchasing retail chains had discovered the ad-
vantages of ‘footloose” low-cost production in countries where they could exploit the
dexterity and low wages of girls and young women, they soon mastered the logistics
of relocation, and internationalization inevitably gathered pace. In the 1960s and 1970s,
Dutch and other garment and textile producers opened factories in Southern Europe
and North Africa as offshoring reached its first stage. Since they remained near their
European markets this was initially dubbed ‘near-shoring’. Much later, examples of
near-shoring could be found in the expansion of German car manufacturers to the
Czech Republic, notably Volkswagen’s take-over of Skoda in 1994, and, after 2000, the
relocation of administrative and IT services by Scandinavian banks and insurance
companies to the Baltic states: see the case study below. Both moves were driven, in
the first instance, by the fact that wage levels in Central and Eastern Europe (CEE) at
the time were some two-fifths of those in the home countries.

Case 2.1. Near-shoring by an insurance company (Sweden)

For a Swedish insurance company the possibility, at a certain point, of outsourcing to
the Baltic States -in other words, near-shoring — became an attractive option. Compe-
tition in the sector had intensified. Cost efficiency was an important issue: a program
targeting savings of 30% had been launched. Savings through more effective IT sys-
tems at the current location were calculated and judged to be insufficient. Pure
downsizing was not seen as an option and other forms of savings were not in
evidence. Offshoring thus became a compelling option. The areas targeted were
administration, customer support and claims settlement, and after these came IT.
Investigations were undertaken into which operations and what locations in the
Baltic region or elsewhere in eastern Europe would be suitable. Risks, consequences
and mitigation measures were listed and valued in a thorough risk analysis. The
critical points that emerged concerned:

J the transfer of operations and knowledge;
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. hiring and training of new staff;

J hiccups in internal and external communication due to language problems
and cultural differences, and

. uncertainties concerning long-term effects.

To deal with a specific problem that had emerged, part of the company’s front and
back office tasks had to be separated. The aim was to offshore the simpler tasks that
had no customer contacts. This was considered to be a strategic issue since both the
operations and the customer contacts needed to continue to run smoothly. Failure
here might have had a negative impact on the brand, not just in terms of
dissatisfaction with the service but also on job losses.

The process was led by a project team, although the strategic decisions remained
with the board of directors. A labour consultant delivered a second opinion pointing
out the long-term cost savings would not be as big as anticipated. This was
significant, since some of the risks involved, notably the possibility of damaging
customer relations especially in case handling, were a prominent concern. Ulti-
mately, the outsourcing process played out over four years, beginning with the eas-
ier, non-customer-intensive back-office tasks. In this first stage 250 FTE jobs (out of a
total of 2,500 globally) were to be shifted offshore and substituted for employees on-
shore. After two years the process reduced to about 100 employees offshore and was
finally closed down some two years later when resources were rebuilt onshore. The
decision to “backshore” was taken because of problems in reaching the planned criti-
cal mass since in practice, it turned out that a number of tasks could not be moved.
Similarly, the personnel cost savings were not as great as expected due to unforeseen
high levels of employee turnover and rising wages offshore.

This offshoring and backshoring experience was, on the surface at least, a costly ad-
venture that involved building up, training and then closing down the offshore oper-
ation. It was though still considered worthwhile as the changes offshoring had
brought about had improved processes and ultimately required less staff in the pro-
cesses concerned. Further process improvements were subsequently planned
although the strategy for effectiveness was switched away from offshoring to a
strategy that favoured digitalization and robotization.

2.3.2 ‘A race to the bottom’: the rise of Global Value Chains

From the mid-1960s onwards, MNEs based in the United States could be seen to be the
tirst truly global “efficiency seekers’. They undertook a rash of foreign direct invest-
ment (FDI) in Asia and Latin America -- first in electronics manufacturing, then in the
production of automobile parts, garment, footwear, textiles and toys. Japanese, British,
German and other Europe-based MNEs soon followed their example. A combination
of developments boosted this expansion abroad, namely:

. the growing reservoir of cheap labour as substantial amounts of girls and young

women in developing countries felt forced to move away from agriculture;
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. the liberalisation of world trade through negotiation rounds at the World Trade
Organisation (WTO), resulting in a worldwide decrease of tariff barriers be-
tween countries;

. advances in computerisation and IT, easing contacts in and between companies;

. advances in transport: bigger airplanes and bigger cargo vessels, underpinned
by a rapid increase in the use of containers that gave rise to large-scale and
heavily automated container terminals, all of which significantly reduced
transport costs;

. the liberalisation of the economic policies of China (from 1979 onwards, becom-
ing a WTO member in 2001), India and the former Soviet Union (CIS) countries
(both from 1991 on);

. the creation of Export Processing Zones (EPZs, known by various names) in
many developing countries, designed to attract foreign investors by offering in-
frastructure for free as well as tax freedom, exemptions from labour legislation
and, in some cases, bans on trade unions.

The two latter changes were notable in opening up profitable options for offshoring.
MNE:s eagerly took up the opportunities offered by the huge pools of low-paid but
productive assembly workers that came within their reach. They were quick to relocate
labour-intensive manufacturing processes into China, India and elsewhere in Asia
with similar moves into Mexico and other countries in Latin America. In 2005 Richard
Freeman, a widely respected labour economist, saw the (re)integration of ‘Chindia’
into the world economy as being equivalent to ‘the doubling of the global workforce’.
This relative abundance of cheap labour carried with it profoundly unfavourable con-
sequences for workers in developed countries. Vertical production networks rapidly
evolved on a world scale and became known as global value chains (GVCs).

In its first iteration, the growth of GVCs was driven by western and Japanese manufac-
turers. The process was very much a ‘race to the bottom’, putting wages everywhere
under pressure and at the same time jeopardizing occupational safety and health
standards. For the 1990s researchers found evidence that the greater the (re)location
options, the lower were workers” wages and the higher were firms’ levels of profit.
This effect of foreign investment could be seen in both developing and in developed
countries. For the US and Western Europe they also showed that offshoring lowered
the relative wages of low- and medium-skilled workers. It should be added that later
on in the 2000s these negative wage effects of FDI appeared to be less marked. By then,
foreign investment had shifted towards activities with more value added, requiring
higher competence from the workforce and the use of advanced technology. This find-
ing corroborated what other country data had already begun to indicate, namely that
the gaps between the minimum and average wage levels of ten Asian countries and
the EU diminished after 2000 (Van Klaveren et al. 2013: xxvi, 9-13). Dao et al. (2017: 20)
showed that the implications of offshoring for the labour share in advanced economies
were rather straightforward. Since the offshored tasks were relatively labour-inten-
sive, the composition of home-produced goods and services inevitably became more
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capital-intensive and a decline in labour income shares ensued. In addition, offshor-
ing —or the threat of it— has tended to lower the bargaining power of trade unions in
these countries, thus putting further downward pressure on the labour share.

In the 1990s global buyers took over and buyer-driven chains became the dominant
global economic force. Walmart is often singled out as the company which fuelled this
change as it was the first to organize its supply of all kinds of goods on a worldwide
scale. All other major supermarket and department store chains (Carrefour, Tesco,
Metro Group, et cetera) followed this model, as did the large brands selling clothing
and footwear (Inditex, H&M, Nike, Adidas, et cetera). In the 2000s, worldwide sub-
contracting expanded to reach formerly independent producers who in turn con-
tracted out to lower tiers. Currently the garments and footwear on sale in western high
streets are mainly supplied through long GVCs, with production contracted out along
three or even four tiers. In these sectors what initially were ‘make or buy’ decisions
have almost exclusively turned into ‘buy’. Most large garment, footwear and textiles
brands no longer have factories of their own but operate through thousands of suppli-
ers who remain dependent on their purchasing decisions. In 2015-16 the garment and
related GVCs in the 25 Asian and Latin American countries most engaged in these
sectors employed some 54 million workers, of whom (except in India and Pakistan)
around 80% were female (Van Klaveren and Tijdens 2018).

In technology-intensive industries complex GVCs also developed and it was signifi-
cant that this enabled national companies from developing countries to become MNEs
in their own right. The best-known example is the Taiwanese-owned company
Foxconn, employing between 700,000 and 800,000 workers worldwide. With most of
its production facilities in China, Foxconn currently manufactures most of Apple’s
iPhones and iPads as well as electronic parts for at least ten other major firms. In the
services sector western banks, insurance companies and consultancy firms have also
jumped on the bandwagon, relocating labour-intensive call centre and IT-related ac-
tivities - under the guise of ‘Business Process Outsourcing’ (BPO)/ notably to India
and the Philippines. Indian entrepreneurs in turn have seized their chances taking on
BPO orders while also offering their own services. In 2018 Tata Consultancy Services
(TCS), Infosys and Wipro, the three largest BPO firms in Indian hands, together had
over 800,000 employees (Van Klaveren et al. 2013; wikipedia lemmas).

2.3.3 Boundaries renewed: trade wars

In the last two decades, globalization reached a new peak. In so doing, production,
servicing and trade conditions came close to resembling a global ‘free for all’, which
have exposed the majority of workers in private industry to frequent and complex
changes. Furthermore, this internationalisation of production has also been closely re-
lated to the polarization and flexibilization of labour markets that have carried with
them a range of adverse consequences for work organization. At the same time, pro-
fessional, organisational and national boundaries have become more and more obso-
lete as companies have become more intertwined and mutually interdependent. Three
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decades after the emergence of globalisation and offshoring, yet another break-
through, that of digitalization, has latterly been revolutionizing competitive and occu-
pational structures - and it is safe to assume that applications of related technologies
will continue to do so.

The battles for higher profitability and stronger market positions are now fought
largely on a global scale. They are driven, as ever, by technological and organisational
innovations and changes in consumer demand but latterly have also had to contend
with a rising awareness of environmental constraints. In this struggle, the time hori-
zons of many top managers have increasingly been focused on the short term. Driven
by the need to maximise short-run shareholder value, the prominent management op-
tions have prioritized cost-reduction measures, outsourcing and downsizing. The
dominance of stock markets together with the increase of ‘financialisation” and specu-
lation has further prompted rapid shifts in business strategies affecting industries as
diverse as retailing, food production, electronics and car manufacturing. Leading firms
here have attempted to increase their competitive advantage by combining large-scale
production and marketing efforts with GVCs that feature low-cost and flexible deliv-
ery. This has led to a characteristic concentration on their ‘core business’ with all other
activities outsourced to external production or service providers. Such developments
have been major forces behind the waves of mergers and acquisitions that flushed
through major economies in the 1990s and 2000s. It is important to note that within
such developments national interests were increasingly difficult to uphold.

The above picture may change drastically if the threat of global trade wars becomes a
reality. National boundaries might again become highly relevant. At the time of writ-
ing (December 2019), this is far from a fictitious perspective. Indeed, the current skir-
mishes between the US and China are an ominous portent of what might transpire,
especially since the US president has left the multilateral dispute settlement frame-
work of the WTO to focus on bilateral trade deals. At the moment of writing it seems
likely that the existing US-EU trade arrangements that president Trump apparently
considers to be “highly dishonest” will become his next target.

In these uncertain conditions, it seems reasonable to assume that the attainment of
competitive advantage in business is likely to depend increasingly on political expedi-
ency. Trade wars and new bilateral agreements are also likely to give an impetus to
renewed structural change. Proximity to markets, a location factor that has lost signif-
icance in the last three decades, may well regain importance. Furthermore, certain
complex GVCs are currently under serious pressure, for example, in car and electron-
ics, where manufacturing is still considerably dependent on facilities in China. If trade
warfare is aggravated, some of these GVCs may fall apart. The resulting restructuring
could create opportunities for entrepreneurs operating at national or even local level.
Yet, whether these would be sufficient to offset the wider economic shocks trade wars
will undoubtedly generate remains to be seen.

24 Mitigating the consequences of restructuring
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2.4.1 Introduction

Restructuring in and between workplaces and companies, regions and countries can
take on many faces and lead to varying consequences for employees and other stake-
holders. Managerial strategies tend to be based on combinations of factors that opti-
mize economies of scale with flexibility in production and delivery. Alongside this are
the trade-offs being made between high quality and low costs, and the decisions on
proximity to markets. The consequences of restructuring though ought to be seen from
a company, labour and societal perspective. From a labour perspective, ‘shaping the
consequences of change” ideally means the meaningful involvement of trade unions
and other employee representatives (potentially supported by labour consultants), in
negotiating the consequences of restructuring and mitigating its negative effects.
Whilst there are examples, as we show in this book, where employee representatives
and labour consultants have succeeded in influencing the shape of the change itself, in
only a limited number of instances have such interventions involved an alternative
pathway to the intended change. A major obstacle here, despite the existence of EU
Directives on information disclosure, is the lack of information about the consequences
of the change processes and their likely impact on the organisation and quality of work
in particular.

In the large majority of restructuring or reorganization cases, we can assume compe-
tent management have thought about, discussed and agreed clear strategies and tra-
jectories with time tables, measures and means to attain pre-conceived goals. It is pre-
cisely this information that should be (but in our experience rarely is) shared in an
early stage with the other social partners. There might be exceptions particularly
where non-standardized technologies have to be introduced. In these situations even
the most competent managers may exhibit limitations in their knowledge and fore-
sight. The uncertainties caused by such knowledge deficits have been further refined
by what has come to be known as the ‘Collingridge dilemma’. This contrasts the free-
dom managers often have in the early stages of shaping the specification and imple-
mentation of technology (in other words, when considerable “design space” exists)
with their highly uncertain knowledge about the consequences of the changes they are
about to implement. As the implementation stages unfold the consequences generally
become clearer but by then the design space may mostly have been exhausted (cf. Col-
lingridge 1980). In a number of case studies presented in this book examples of this
dilemma have appeared. As far as the authors here are concerned, this is yet another
indication that building relations of trust and creating social dialogue at firm and work
organisation levels is absolutely essential to deal with the uncertainties captured in the
Collingridge dilemma.

Similarly, we believe that building trust relations ultimately has to be based on the
development of workers” competence. Such competence has been found to comprise
four elements (cf. Batstone et al. 1987; Deery 1989; Levie and Sandberg 1991), namely:
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. statutory regulations, notably labour and co-determination legislation, and col-
lective agreements at firm and workplace level, at least partly based on com-
pany information disclosure (see Case 2.2, below);

. the availability of knowledge resources easily accessible for trade unionists and
other employee representatives, including training programmes and education
facilities;

. the development of in-depth competence, including tested strategies to be used

in various kinds of change processes, enabling trade unionists and other em-
ployee representatives to organize their own information retrieval at firm and
workplace level;

. mutual relations of trust, solidarity and knowledge sharing between union
members, their rank-and-file colleagues, trade union officers and other em-
ployee representatives such as works councillors, and labour consultants.

Below we discuss European Directives, the European Works Council, and Transna-
tional Company Agreements as policy conduits that might help address these ele-
ments and be instrumental in mitigating the negative consequences of restructuring
by improving the disclosure of company information.

2.4.2 European Directives

Although the scope of restructuring and the actions to be taken remain within the pre-
rogative of management, EU corporate governance frameworks have established that
restructuring should also respect the basic rules of the European social dialogue. As a
tirst step, informing and consulting employee representatives is crucial. Indeed, the
EU’s Framework Directive on information and consultation (2002/14/EC) states:
“Timely information and consultation is a prerequisite for the success of the restruc-
turing and adaptation of undertakings to the new conditions created by globalisation
of the economy, particularly through the development of new forms of organisation
of work”. In the case of restructuring in more than one country and where MNEs have
installed a European Works Council (EWC), the EWC Directive (94/45/EC, recast as
2009/38/EC) applies and requires that the EWC be informed and consulted while
compliance procedures in the countries in question have to be followed according to
national labour law. Similarly, in the case of transfers of undertakings, the EU Directive
of the same name (2001/23/EC) has to be considered. It stipulates that the new em-
ployer cannot reduce the employees” terms and conditions unless the Directive’s ex-
ception criteria are met. This Directive also covers outsourcing to new providers. Pre-
viously, in 1998, the Collective Redundancies Directive (98/59/EC) had laid down that
employers should inform and consult the workforce on plans for collective redundan-
cies.

Despite the existence of these Directives, policy at the European level has had a weak
impact on efforts to regulate the consequences of structural changes in a globalised
world market. They have failed to establish a uniform level of labour protection
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throughout the EU as labour legislation is stricter in countries like France and Ger-
many than it is in Sweden and the United Kingdom. Moreover, in everyday practice,
the extent to which these regulations are respected has proven to depend largely on a
company’s culture and its orientation towards internal industrial and employment re-
lations. Whether or not management deals more or less co-operatively with trade un-
ions and other employee representatives has proved to be decisive here as is the will-
ingness to disclose meaningful company information. The British case shown below
offers an interesting illustration in this respect.

Case 2.2. Development of collective bargaining at the Ford Motor Co. (UK)

The automotive industry has for many years been a leading player in collective
bargaining in the UK’s private manufacturing sector. Particularly prominent here
though have been the interactions of the trade unions and management at Ford
Motor Co. both in extending the reach of traditional bargaining agendas and in
pioneering innovations in the bargaining process. For more than two decades
consultants from the Trade Union Research Unit (TURU) at Ruskin College played
an important role supporting the unions at Ford in these developments.

The relationship with the consultants began in 1971 when union negotiators at Ford
commissioned TURU to carry out a detailed analysis of Ford’s profitability for their
annual pay claim. The resulting analysis of Ford’s financial performance alongside
an assessment of the impact inflation had had on their members’ real earnings, ena-
bled union negotiators to justify a level of pay increase that rested upon a lot more
than mere aspiration. The fact that the workforce also equipped with a summary of
TURU'’s analysis, felt sufficiently emboldened to embark on a nine-week strike after
an initial failure to agree a pay deal, indicated this more analytical approach was
something of a ‘game changer’. Thereafter, this more evidence-based approach to the
formulation of pay claims became commonplace in the automobile sector and fre-
quently involved consultants from TURU.

It was clear though that the breakthrough analysis TURU had initially produced was
constrained by a dependence primarily on Ford UK’s annual report. That such re-
ports were of limited value in providing a true picture of Ford UK’s profitability was
soon recognised. First, there was the problem of timescale as the accounts covered a
period ending some 18 months before the negotiations began. In second place and
perhaps more importantly, the annual reports were heavily infected by the opaque
accounting practices inevitably deployed by multi-national companies to avoid cor-
porate taxation. To counter these difficulties the unions requested that Ford provide
them with a range of specific financial and employment data to ensure pay claims
could be evidence based. The code of practice on information disclosure for bargain-
ing purposes UK’s Advisory Conciliation and Arbitration Service (ACAS) recently
produced was helpful here, as was OECD guidance aimed at making MNEs more
transparent in their financial reporting.
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Working closely with the unions” own staff, TURU consultants had an important
hand in drawing up the specifics of these information requests. The exchanges of in-
formation that followed and the information agreement that was later built into the
overall company agreement enabled union negotiators to draw upon a more accurate
and comprehensive picture of Ford’s performance in the UK. Naturally, not all of the
unions’ information requests were successful. For instance, their regular demand to
see the disaggregated management accounts were equally regularly rejected by the
company as being too commercially sensitive to be shared. That said, the data that
were disclosed gave the union negotiators unusual leverage for reaching agreement
on some of their long-term goals. The data disclosed on working time were particu-
larly noteworthy in this respect since they revealed rather starkly that Ford employ-
ees in the UK in the 1970s and 1980s were, by some distance, working the longest
hours in Ford’s European operations. Ford though were not a “soft touch” and their
negotiators’ reputation for tough professionalism was well deserved.

In reality the disclosure strategy adopted by Ford’s UK management was an exercise
in damage limitation with quite limited downside risks. True, union negotiators were
able to table well-grounded claims using non contestable information from the com-
pany itself but at the same time, the increasing flows of information helped build
much needed mutual trust. This culminated at the end of the 1980s in two remarka-
bly successful joint initiatives (both of which involved TURU staff as consultants and
facilitators) that stemmed from the pay negotiation process. The first established a
path-breaking Employee Development and Assistance Programme (EDAP; see Chap-
ter 4, Case 4.2) and the second set up a joint working party which helped restructure
and reduce the 500-odd job titles in the manual workforce to a more appropriate 50
job titles. This became an important facilitating element in the company’s later moves
to introduce multi-skilling and more flexible work organisation among the manual
workforce.

(See for an extensive case description Appendix 1, Case Al)

2.4.3 European Works Councils

At the end of Chapter 1 we indicated differences in industrial relations at company
level that could be identified across ‘our’ five countries. Such differences point to na-
tional variations in the potential for negotiated change, though some blockages seem
near-universal. For example, the current authors have all found that the ways in which
top management in MNEs have tried (and mostly succeeded) to shield strategic deci-
sion-making from being influenced by organised labour has posed a recurrent prob-
lem for employee representatives. Indeed, in many MNEs the effective hollowing out
of Human Resources (HR) resources at subsidiary level has promoted the effective
participation of employee representatives to become a strategic priority for the trade
union movement (Drahokoupil 2014: 205). However, the setting up of European
Works Councils (EWC’s) has, with a limited number of exceptions, made little impact
on such ‘shielding’ practices. Management from the outset have carefully preserved
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their decision-making prerogative by limiting EWC’s to being not much more than
occasional forums for information exchange. A study of Eurofound underlined the
shortcomings of EWC’s as they were typically afforded the possibility of consultation
far too late in the decision processes - in other words, well after the strategic decisions
had been taken (Carley and Hall 2006).

More than a decade later, there has been hardly any improvement in this regard, at
least according to the perceptions of trade unionists with experience of EWC’s. A pub-
lication from the ETUI (European Trade Union Institute, the research institute of the
European trade union movement) in 2017 noted rather optimistically that “The EWC
can be instrumental in coordinating the employees’ responses to the restructuring and
be the catalyst for the creation of a genuinely European strategy or action. The EWC
can be used to obtain more information and buy some time, which could prove useful
at the local level at which social plans may be negotiated.” Reference was also made
to the potential support of labour consultants: “The EWC can bring in the necessary
experts to help in evaluating the company’s plans and suggest alternatives.” Notwith-
standing these positives, the ETUI concluded that ”(...) while EWC’s have a clear com-
petence and a genuine interest in addressing European transnational restructuring
plans, they clearly lack the instruments and rights to have a significant impact on the
restructuring measures in the interests of the European workforce” (De Spiegelaere
2017).

Another major obstacle already identified in the 2006 Carley and Hall report concerned
the relative ease with which union solidarity could be ruptured. When restructuring
proposals contained winners and losers in terms of job losses, the sites and workplaces
involved were almost inevitably pitted against each other. According to that Euro-
found report experience across a range of industries and services suggested the union
structures involved were rarely strong enough to hold onto a unilateral strategy that
could successfully co-ordinate the activity of employee representatives at the national
or particularly the international level.

National industrial relations systems could make a difference here but only to a limited
extent as the management prerogative defence crops up even where co-operative re-
lations prevail. For the Netherlands and the UK there is evidence that shielding crucial
decisions has frequently sealed the fate of counter-proposals that employee represent-
atives have developed with labour consultants and other experts. In such situations
calling on European Directives tends to fall short of providing any sort of remedy.
These blockages though seem to occur less in Germany, which may be a tribute to the
German system in which employee representatives have a right to seats on the super-
visory board of larger companies. The same goes for Sweden where the unions have a
seat (by law) on the board of directors. However, even here information requirements
are repeatedly circumvented by an appeal to commercial secrecy through NDAs (non-
disclosure agreements), especially when the company in question is listed on the stock
market.
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Finally, it is also important to consider the kind of multinationals in which EWC’s have
to operate. For example, when two companies with clear national histories merged to
form a consumer electric MNE, a fight arose between the management of the former
companies that spilled over and influenced the unions” ways of working across the
countries concerned. In contrast, if firms have developed from a national company to
an MNE where their headquarters remain situated in the country of origin, the “head-
quarters” union(s)” or Works Council will most likely have had a head start in building
institutional or relational ways to exert influence. Even here though, the subsidiaries
in other countries may tend to regard themselves ‘victims’ of headquarters’ pressure
whether from the management or the unions involved - or from both. This puts strong
pressure on the latter unions to remain objective, and on the head office to look beyond
a narrow set of national interests. The defence of national or even regional interests by
an EWC may be even more difficult to mount in cases where the smaller part of the
operations of the MNE in question lie within the EU while the majority of employees
and activities are located outside the EU.

The geographical coverage of EWC’s is by definition restricted to Europe although a
good many MNEs with EWC agreements also operate on a global scale. Indeed, only
a rather small number of the largest MNEs employ more than half of their total work-
force in Europe. In an earlier book one of the current authors calculated that in 2010
39% of the 230 largest MNEs (by sales) in metals and electronics manufacturing, retail,
finance, IT, and transport and telecom maintained more than half of their total em-
ployment in the EU (Van Klaveren et al. 2013). This finding has been challenged by our
more recent (November 2019) analysis of the same five sectors using the ETUI EWC
database (website). This showed that around 65% of the 601 companies listed had a
majority of their workforce in Europe (though the bigger share of smaller MNEs in the
ETUI database may at least partly explain the difference in outcomes). The latter out-
come suggests that around a third of MNEs in these sectors could be evading or at
least minimizing the reach of the EWC Directive on their operations. The case below
presents an example where geographical limits undermined the potential of an EWC.

Case 2.3. Developing transnational Human Resources operations (Sweden)

A multinational firm with headquarters in Sweden employing a globally distributed
workforce undertook the development of global Human Resources (HR) strategies
and processes with a view to reaping scale economies and gaining the benefits of
streamlined processes. By ensuring minimal compliance with national legislation, the
objective was to make it easier for managers and employees worldwide to deal with
the variety of national regulations influencing HR practices. The processes in ques-
tion included remuneration, recruiting, result auditing, talent management, training,
management development, and occupational safety and health. The plan was to cre-
ate regional service centres for each HR process in Sweden, the US, India, and the
Philippines.
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The trade unions linked to the firm’s headquarters hired an ATK labour consultant to
examine the pros and cons of this global HR development. At an early stage the un-
ions concluded that both national unions and the EWC which covered only a rather
small part of the firm’s employment, were ‘lame ducks’ insofar as influencing the
larger process was concerned. Even if the EWC were to be informed and consulted at
an early stage, they recognised it would take a Global Works Council (GWC) or at
least global union co-operation to influence the process in a meaningful way. Against
this backdrop, the unions decided not to press the issue arguing that they could exert
more influence through their individual contacts with the company’s CEO and the
top HR manager. Similarly, the HR side was not much interested in involving the
EWC since they wanted to avoid too many committees. Thus, both parties having
become aware of the limited potential of the EWC, ensured, somewhat perversely,
that their subsequent actions reinforced this weakness and further reduced the
standing of the EWC.

Concentrating on occupational safety and health (OSH) issues can though provide
EWC’s with a legitimate way to strengthen their worldwide outreach. Such issues, in-
cluding the avoidance of work-related diseases and dealing with sexual harassment
and violence at the workplace, can provide an ‘international bottom line” when con-
nected with the labour standards of the ILO. They can serve as a creative and solid
underpinning for workers” demands and may be particularly effective where top man-
agement has become sensitive to the reputational damage that could accrue if they are
seen to be failing in their Corporate Social Responsibility (CSR, see section 2.5.4 below).
It is significant that the ETUC has proclaimed workers’ safety and health to be an area
where action is crucial and urgent and has called for a strong OSH strategy for Europe
-- a call extending to union representatives in EWC’s. The case below is interesting in
this regard.

Case 2.4. Engaging in the development of cash register desks in a retail company
(Sweden)

An EWC was established at an early stage by a Swedish furnishing retail company
with operations in over 50 countries worldwide. The company grew organically over
the years while the retail part of the business was not much exposed to transnational
restructuring. Expansion was more a matter of establishing new stores in a range of
countries and successfully adjusting to the growth of e-commerce.

At the time of writing, the EWC covered employee representatives from over 20 Eu-
ropean countries, accounting for about 60% of the firm’s total employment. Never-
theless, the functioning of the MNE required only a limited amount of the EWC
members’ time and attention. Against this background and stimulated by the ETUC’s
push for interventions to improve occupational safety and health (OSH), the EWC
concentrated on long standing OSH issues in both the firm’s retail stores and its
wood factories and sawmills. When retail management launched a project to develop
and design a new checkout system with a novel lay-out for cash register desks, the
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EWC got involved and formed a committee. This committee succeeded in an early
stage of the project to ensure that lay-out demands from both an employee and OSH
perspective were included in the specifications.

2.4.4 Transnational Company Agreements

In the last couple of decades, both global and European trade union federations have
been active in promoting Transnational Company Agreements (TCAs, or European
Framework Agreements [EFAs] where their scope is limited to Europe) as means to
cope with MNEs and cross-border restructuring. These efforts have gained special
prominence in view of the limitations on EWC’s cited above. By 2015, 260 TCAs had
been concluded between the top management of 161 MNE and one or more union
bodies drawn from either the Global Union Federations, European trade union feder-
ations and/or EWC’s (By May 2019, 294 TCAs were included in the ILO/EC database
from which we derived these figures). We found that 133 of 260 agreements covered
76 MNEs operating only in Europe. Four topics relevant to mitigating the effects of
restructuring showed up in these agreements, namely: fundamental rights/trade un-
ion rights (mentioned 239 times); equal opportunities, diversity and antidiscrimination
(124); career and skills development (112), and transfers, subcontracting and outsourc-
ing (91).

Whilst the negotiation of TCAs is a significant step forward, two caveats have to be
acknowledged. First of all, in the European Union TCAs and EFAs have to date oper-
ated in a legal vacuum -- in other words, they are non-legally binding instruments and
hence their real force remains limited. In the second place, conflicts with national reg-
ulations may easily arise, and employers have repeatedly used such conflicts to neu-
tralize worker influence (Van Klaveren and Gregory 2019: 117-120, 134-135).

2.5 Restructuring in five

Below, we examine five forms of restructuring against the backdrop of ‘going global’,
namely: internal restructuring; outsourcing; mergers and acquisitions; offshoring, and
backshoring.

2.5.1 Internal restructuring

Under the umbrella term “internal restructuring’, a huge variety of reorganisation can
be observed in practice. Significant numbers of employees have experienced reorgan-
isations at their workplace and many can expect to have similar experiences in the near
future. The continuous Wagelndicator web-survey on wages and working conditions
provides an estimate of the proportion of employees with such experiences over the
past 12 months and similarly for those expecting such change in the coming year. Alt-
hough this survey does not claim to be representative, Table 2.2 (next page) shows that
between 2014 and 2016 in four of five countries of primary interest to us (no data avail-
able for Sweden) between 30 and 55% of the Wagelndicator respondents had experi-
enced reorganisation in the past 12 months and an even higher percentage expected to
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be confronted with reorganisation in the next 12 months. In 2014 and 2015, the per-
centages of those expecting reorganisations were all above the percentages for those
who had past experience of such change. It seems 2016 was something of a turning
point here though as more reorganization was experienced than expected in all four

countries -- suggesting that the effects of the crisis were finally beginning to be left
behind.

Table 2.2 Percentages of respondents experiencing reorganisation in past 12 months
and expecting reorganisation in next 12 months, employees, 2014-2015-2016,
four countries

year FR GE NL UK
2014 Experiencing reorganisation 50 25 24 51
Expecting reorganisation 58 62 42 70
2015 Experiencing reorganisation 33 23 32 50
Expecting reorganisation 59 57 45 57
2016 Experiencing reorganisation 57 69 46 70
Expecting reorganisation 31 62 44 68

Source: Wagelndicator survey 2014-2016 (reorganisation experienced: n = 15,149; reorganisation
expected: n =7,030)

In most reorganisations the number of jobs as well as job content, skill and competence
demands will be at issue. Motives matter here, for instance, where cost reduction is the
major driver and increasing production or exploring new products and markets are
not options, then downsizing is likely to be the only outcome. However, when internal
restructuring involves the relocation of jobs and where the company’s prospects are
good, then identifying and planning mitigation can be top of the agenda followed by
measures to safeguard competence and keep workloads within limits for the remain-
ing staff. Our experience as labour consultants suggests that firms should basically
follow two steps in order to make restructuring socially sustainable. First, by imple-
menting a well-planned change process, including checks on the value of alternatives
raised either by management or by employee representatives. Second, once the num-
bers, locations and competence of redundant workers have been clarified, by bringing
redeployment plans into play containing jointly agreed economic and social support
measures.

Throughout Europe it is commonplace to find local or regional economic clusters
linked to specific industrial traditions that have given rise to concentrations of partic-
ular skills and competence. Occasionally company restructuring can be used as a lever
to modernize these traditions and strengthen such clusters. Here, cooperation with
universities or polytechnics have repeatedly opened up new perspectives. Because of
their professional background, labour consultants may be qualified to play significant
roles in such efforts. The case below of the Swedish life science company shows how
an innovative approach by the local authority overcame a company restructuring ac-
tion that would otherwise have been damaging to local employment and destructive
of the prevailing skills and competences of the local workforce.
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Case 2.5. Mitigating the impact of closures in a global life science company
(Sweden / UK)

A global biomedical company with sites in Sweden and the UK decided to change its
business strategy. The company left some less profitable medical areas in order to
focus on a smaller number of more promising options, moving from chemistry-based
R&D to biomedicals. Instead of performing early-stage R&D, the firm focused on
buying products in their early stages but with proven potential, in order to take them
further in the product development process. Also, they outsourced not just
traditional support functions but also the administration of the development process.
ATK was hired as labour consultants to focus on both the site restructuring and the
outsourcing.

The site restructuring of R&D, involved the closure of one site in the UK and one in
Sweden. Two other major sites in Sweden were to be retained thus keeping R&D
focused in Sweden. The announcement of the closures provoked a high level of
concern among regional and local authorities at the Swedish site. Soon enough, the
local actors, including the unions, realized that fighting the closures was not a viable
strategy. Thereafter, their main ambition turned to keeping biomedical competence
in the region. In Sweden, the regional authorities appointed a coordinator for
developing the biotech industry along these lines. The role of the ATK consultants
was to support the union in making the change process as smooth as possible. The
local unions quite naturally prioritized redeployment for their members including
finding new jobs, providing support for startups and implementing appropriate
training.

One problem arising at an early stage was the management’s unwillingness to let go
of both employees and projects or project ideas. They were plainly interested in
keeping and developing the ‘right” people and ideas but only on the other two sites.
To get around this constraint, the local municipality bought some of the company s
facilities, including laboratories, and ensured that employees got support and
training to give them the chance to start their own firms. Indeed, later reports from
the Swedish sites showed that the number of life science employees on the premises
of the old company had, after five years, remained at the same level as before the
company closure.

The case shows the importance of the need for cooperation between local societal
actors, unions and the labour consultant in setting up a strategy for keeping and
developing local and regional competence when faced with global company
restructuring strategy.

2.5.2 Outsourcing

Throughout Western Europe in the 1980s, outsourcing parts of a company’s operations
to external production or service providers became a familiar business strategy. Ini-
tially such transfers involved relatively simple and low-waged business functions like
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catering, maintenance, security, and physical distribution. However, as the 1990s un-
folded major companies frequently redefined and restricted what they considered to
be their ‘core’ businesses activity. Consequently, outsourcing was often extended to
include functions with higher levels of competences and wages such as IT services,
customer services and Human Resources. This development was to an extent supply-
driven, as companies began to offer specialized services in this regard.

Many of these new service providers expanded massively and have gone on to operate
on a global scale, for example in IT services, security and catering. In the first phase of
outsourcing, lowering (wage) costs was the dominant motive. As a result, outsourced
workers all too often found themselves to be employed in companies and even indus-
tries where employee representation was absent or underdeveloped and industrial re-
lations were of the low trust kind. In the second phase, from the 1990s onwards, cost
issues appear to have been less prominent. The outsourcers’ offer increasingly in-
cluded specialized skills and competences; more efficient work methods, and higher
flexibility in staffing while taking over some employer responsibilities and risks. Be-
cause of their distinctive skills, these outsourced workers possibly felt less individually
vulnerable. However, forms of collective interest representation, if and when they ex-
isted, were often poorly placed to provide much protection for even these skilled
workers. For example, outsource firms in the UK were frequently found to be review-
ing the contracts of outsourced workers within a few months of their transfers. Gener-
ally this was done with a view to secure savings by changing some of the terms and
conditions that transferred workers had hitherto thought were protected. It turned out
that the time period during which terms and conditions were protected was a legal
‘grey area’ and in practice was fairly easily minimised. Consequently, labour consult-
ants involved in outsourcing operations repeatedly felt the need to assist in improving
or at least consolidating collective interest representation and the agreements that pro-
vided some support for workers caught in this difficult position.

It is clear, though, that not all outsourcing has been successful. In the professional lit-
erature failures range between 20 and 40% of all outsourced activity. It has been re-
ported that management frequently underestimated the need for additional internal
resources to select, manage and control providers. On top of this, the risks of miscom-
munication and problems with the providers” production and servicing quality were
also often underestimated. Losses of efficiency and skills meant that companies pulled
out of outsourcing and examples of services being brought back in-house (‘backshor-
ing’ or ‘reshoring’) over the last decade can be seen across many industries and ser-
vices. Last but not least, and highly relevant at the time of writing, backshoring may
be prompted by trade wars. Clearly, the grass is not always greener on the other side
of the world: see section 2.5.5. Nevertheless, MNEs could regard not-fully-successful
outsourcing operations as a learning process to draw upon when considering any off-
shoring plans. For example, outsourcing experience could clarify options and prob-
lems regarding the splitting up of production processes and the relocation of parts of
activities abroad. Interesting in this regard are reports from the European Monitoring
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Centre on Change (EMCC, website) within the European Foundation that show a large
majority of outsourcing cases continue to take place within countries, and to a consid-
erable extent even within close proximity to the principal company.

2.5.3 Mergers and acquisitions

Mergers and acquisitions (take-overs) have also been an obvious driving force in the
restructuring of manufacturing and servicing processes. The expansionist tendencies
of companies can be put down to many factors including: the acquisition of new prod-
ucts and/or new markets; attaining economies of scale and synergy effects in produc-
tion and/or Research and Development (R&D) and, a factor that weighs heavily with
many company directors, the realization of an ambition to be a large player. This ‘large
player’ motive frequently turns out to be problematic. The fate of the Royal Bank of
Scotland (RBS) throughout the 2010s is perhaps the most salutary recent example of
how toxic boardroom ambition can become. Research by the Dutch economist Hans
Schenk has shown that over a long period of time between 65 and 85% of all mergers
and acquisitions failed to “add to the social process of value creation” (Schenk 2009).

Depending on the (mix of) motives, various kinds of restructuring might be imple-
mented by the firms involved in mergers. New management structures with rational-
ized IT, planning, administration and reporting systems will commonly be introduced
in an early phase, normally with rather marginal employment effects. Simultaneously
or soon afterwards, HR systems will be integrated -- first, if needed, at national level,
next, in cases of a cross-border merger or acquisition, across national borders. These
already often intricate processes are made more complex when the more intangible
aspects of company culture are tackled, for example through exchange programs for
middle management. Where scale economies and synergies are regarded as important,
a relatively high degree of cultural integration will be needed. Again though, the em-
ployment effects may still be limited. In the last phase, physical integration aiming at
merging production and R&D facilities becomes the central focus. It is commonly dur-
ing this phase that sites or departments become redundant, triggering negative em-
ployment effects -- effects that are often unevenly distributed across countries, as in
the case described below. It illustrates that all too often workers” interests diverge
when the defense of employment is at stake, thus complicating international trade un-
ion cooperation and the role of EWC’s.

Case 2.6. Production restructuring in the steel industry (Sweden/France)

A French-owned company in the steel industry had problems on the market and in
managing production at its three sites in Sweden and the one in France. An EWC
was established to consider economic and strategic matters on a contingency basis.
To come to terms with internal mismanagement and perceived structural problem:s,
the company set out to create a more efficient production structure looking, among
other measures, into the possibilities to redistribute activities between the sites. An
investigation was initiated to review the efficiency of the different sites and their stra-
tegic position in the company. The unions in Sweden as well as the Works Council in
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France were informed. In both countries labour consultants were attached to the pro-
ject in order to support the process. The firm’s EWC was informed as well but did
not play an important role.

At an early stage, the Swedish unions at the different sites developed a common
strategy for the Swedish sites including demands for better capacity usage in the roll-
ing mill and to bring down logistics costs (important as a substantial amount of
transport took place between France and Sweden). Based on this input, the Swedish
labour consultant investigated alternative options, while a similar process was con-
ducted in France. The Swedish consultant came to the conclusion that the main prob-
lem was not the production site per se but the management and control of flows and
processes within the company and between the sites. The logistical organisation was
far from optimal. Moreover, different measures were used between the different sites
which made comparisons difficult. Management control and auditing were also
found to be insufficient.

Three alternatives were presented: (1) building a new structure, flows and processes
‘from zero’; (2) optimizing the management and production flows; (3) optimizing
each site. This was presented to the management and unions together with an analy-
sis of the strategic market situation and economic and social consequences. After con-
sidering these options alongside input from the French labour consultant and also
from an external management consultancy, management decided on a strategy based
on the second alternative -- thus focusing on making flows and processes more effi-
cient. This meant that the basic site structures were kept but some operations relo-
cated from France to Sweden.

Trade unions and other employee representatives caught up in the merger process,
from the earliest possible moment are naturally compelled to try and develop coun-
tervailing power strategies and mitigating options. As with management, they need to
cope with different national and company cultures, and maybe even with culture
clashes as they work to build up trust relations. While negotiating with management,
the representatives of labour such as the (European) Works Councils have to find new
representation structures that can cope with country differences in labour and govern-
ance legislation that persist in spite of the existence of the EU. If the merger or acqui-
sitions in question run into difficulties and employment levels are put at risk, the tasks
of the employee representatives intensify and become even more complicated.

In these circumstances, labour consultants may need to bring in expertise from various
appropriate fields, for instance, legal, economic/financial and organisational. In the
tirst phases of a merger or acquisition management tends to want to settle legal aspects
as soon as possible, but employees’ interests may be best served by ensuring economic
and organisational aspects alongside any upfront legal issues. Thus, mergers or acqui-
sitions in particular may require labour consultants to take on different roles. It is not
unusual for consultants to simultaneously act as an analyst and “interpreter” of man-
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agement plans, as well as being a trainer and coach of the employees or their repre-
sentatives concerned. In these situations, labour consultants have to be critically aware
of their own limitations and, where needed, should ensure that together with their
client(s), they have recourse to other specialists. Also, with regard to mergers or acqui-
sitions, it is generally important to have labour consultants on board who are con-
nected to the representative bodies of all the companies involved in order to establish
cooperation between them from the outset. In cases of cross-country mergers and ac-
quisitions this suggestion may extend to labour consultants based in the relevant coun-
tries. The two cases below show some mechanisms in this respect coming into play in
national contexts.

Case 2.7. Representation problems related to a merger in banking (Netherlands)

The management of two middle-sized banks in the Netherlands decided to merge. In
accordance with the Dutch Works Council Act, in which “transfer of control of the
enterprise or of any part thereof” is the first of 14 reasons why the employer is
obliged to consult, the two Central Works Councils (CWCs) involved were consulted.
The CWC of the strongest partner, supported by their labour consultant from STZ,
judged the management plans to be minimal and overly optimistic. Staffing plans for
the top levels to be integrated were almost completely absent, as were IT migration
plans.

Thus, the CWC of the strongest bank indicated they could not support the merger
proposal since the management plans did not even meet legal information re-
quirements. In the obligatory consultation meeting management provided both
CWCs with some more, although still limited, information. Two months later and
under pressure from growing unrest and fears for job security, both CWCs accepted
they had to deliver positive advice to management while stipulating a number of
conditions to be met in the coming months. The CWCs thereafter delegated the tasks
of advising on controlling the day-to-day outcomes of the merger to the lower-level
Works Councils in the two companies. This outcome caused anxiety amongst a num-
ber of councillors at this level who felt unhappy that the basic consent given by the
CWCs in effect left them with little power.

Now that the banks had decided to merge, the two CWCs integrated as well and
formed one provisional CWC before new elections took place. For about a year the
provisional council, in close cooperation with representatives of the lower-level
Works Councils, was able to control the outcomes of the integration process. Things
went wrong when work organisation, wage structures and locations of the mortgage
departments had to be integrated while management only wanted to deal with a
newly-elected CWC. At this point, representation problems mushroomed, and the
earlier fear of some councillors seemed to be justified. At the same time the mortgage
reorganisation process went on surreptitiously and in a rather chaotic way. The new
CWC, elected after the lower-level Works Councils were dissolved, prioritized
solving the mortgage integration issue. Supported by the same labour consultant
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who had earlier advised one of the councils, the CWC threatened to revise the
positive overall advice given earlier by its legal predecessors and to turn it into a
negative message that could ultimately lead to a lawsuit. Under this pressure,
management gave in and agreed to slow down the mortgage integration process. The
CWC formed a subcommittee in order to control that process, including some mem-
bers of the former two Works Councils who were not elected in the CWC but were
employed in the mortgage branch. From then on, in a more structured way, the mort-
gage integration process was carried on satisfactorily.

Case 2.8. Failure of a merger in online clothing sales (France)

An online clothing retail company, well established on the French market, ran into
economic difficulties. Its company culture was characterised by a ‘start-up’ mindset,
with rather young and quite involved employees. The company was selling medium-
high range clothing and distinguished itself by the quality of product and aftersales.
The internal communication was well organised, both top-down and bottom-up.

Eventually the company was bought by a group that included a subsidiary also in-
volved in the online sales of clothing but with a much less favourable market pres-
ence. A chain of events explains why this merger eventually failed. First, though a
degree of operational synergy was sought since from an operational viewpoint the
merger was incomplete. The two subsidiaries shared the same web interface, but
continued to manage their products separately. Second, a redundancy plan to cut
costs was put in place affecting the acquired company. This was justified by the
overlapping of positions but it left the other subsidiary out of the picture. Third, the
arrival of a new management team led to the departure of a number of key senior
managers from the original company. The new management team reversed
communication and decision-sharing practices and meetings for sharing information
with employees were aborted.

Overall, the subsidiary imposed its products and its mode of operation on the pur-
chased company, with dramatic negative consequences. Product quality deteriorated
and started to generate more and more customer returns and complaints. As the cus-
tomer service department was no longer properly resourced, response times related
to complaints were no longer respected. This situation led to rapidly deteriorating
working conditions and employees became increasingly worried about the future of
their jobs. As a result, the company’s Health, Security and Working Conditions Com-
mittee (CHSCT, Comité d'hygiene, de sécurité et des conditions de travail, see Chapter 8)
decided to call on ARETE in order to gain more insight into the causes of this
malfunctioning. ARETE’s diagnosis was discussed between employee
representatives and management; on this basis a long process of recovery ensued.
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2.5.4 Offshoring and Corporate Social Responsibility

Finally, we return to offshoring and the variety of consequences that arise for labour
in both the home and the host countries of MNEs. For some Asian and Latin American
countries investment from Western Europe-based MNEs may partially at least be seen
as a good thing insofar as they involve both the transfer of technology and a stimulus
to ‘jump’ into the next phase of development. However, for CEE countries in particu-
lar, such positive effects have been shown to be (for example in Galgoczi et al. 2015)
fragile and temporary. Moreover, the ‘race to the bottom” still provides the most pow-
erful competitive undercurrent for most forms of offshoring. The impact of this insid-
ious motivation is felt everywhere, from outright exploitation in the GVCs of garment,
textile and footwear production to the restraining of wage increases and employees’
ability to resist the threat of relocation apparent in even the most developed countries.
Those mechanisms can be latent, at sectoral or macro-economic levels and can effec-
tively be hidden from view. However, there is little doubt that they are central to many
employers’ practices. For example, a European Foundation publication provided evi-
dence of the impact managerial comparisons of labour costs and their threats to relo-
cate had on employees across a number of countries (Marginson and Meardi 2009).

In view not just of the different shapes and stages of offshoring but also of the differing
national systems of labour relations, the response of labour is compelled to vary. For
instance, in many Asian countries state oppression continues to hamper the develop-
ment of the independent trade union action needed to deal with MNEs who have con-
tracted electronics, garment, textile and footwear production into long GVCs. Thou-
sands of suppliers, stretching down for three or even four tiers of the chain, have be-
come dependent on their purchasing decisions. While these MNEs exercise strict con-
trols over price, quantity and quality of supplies, they have largely evaded their re-
sponsibilities for attaining decent levels of pay and conditions. In many of these GVCs
and the countries who host them, a lack of compliance with the international labour
standards of the ILO and with national labour legislation remains a widespread char-
acteristic. Similarly, flanking policies for occupational safety and health and, of wider
interest, public health are frequently lacking (Van Klaveren 2016, and literature refer-
ences therein). Only where disasters causing hundreds of deaths such as a garment
factory fire (Ali Enterprises, Karachi, Pakistan 2012) or a garment building collapse
(Rana Plaza, Dhaka, Bangladesh 2013) gain international media coverage, does the
general public get a glimpse of such violations and of the horrendous working condi-
tions involved.

In these circumstances, European trade unionists and labour consultants have a moral
duty to support the broad coalitions that emerged in the 2010s to press for Corporate
Social Responsibility (CSR) and sustainable production, in line with the United Na-
tion’s Sustainable Development Goals (SDGs). Recently a number of joint initiatives of
trade unions and non-governmental organisations (NGOs) have been taken in this re-
spect. For example, the solidarity support organisations of the two main trade union
federations in the Netherlands, FNV and CNV, have published extensive guidance for
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companies to assess where and why they might face heightened risks of violating trade
union rights, in particular while operating in GVCs (Shift / FNV Mondiaal 2019; web-
site CNV Internationaal). Related union organisations in the other four countries we
have highlighted in this book are similarly involved in international solidarity activi-
ties. The Wagelndicator Foundation is also quite active in this field. For instance, to-
gether with local trade unions Wagelndicator is currently undertaking a major project
on compliance with labour law and minimum wages in the garment industry in Indo-
nesia (Tijdens et al. 2018). It hardly needs saying that such activities will need to be
rolled out in many developing countries in order to provide a counterweight to the
‘race to the bottom” in wages and conditions in GVCs.

Trade union pressure has latterly ensured that a meaningful commitment to CSR has
increasingly engaged the boardrooms of major MNEs as has the realization that ‘rep-
utation management’ is urgently required to be a fully-fledged part of their manage-
ment strategies (cf. Van Tulder and Van der Zwart 2006). The movement towards sus-
tainability has further resonated with the pursuit of labour regulation to give material
effect to the ILO’s campaign for equitable and job-rich growth (Fenwick and Van
Goethem 2017). It is worth noting that the main union (con)federations in the five
countries studied in this book have all become engaged with this latter campaign and
the pressure for CSR. In parts of GVCs where state oppression is not evident and con-
ditions allow for independent union activities, employee representatives, other trade
unionists and labour consultants alike may search for opportunities to similarly sup-
port these activities.

2.5.5 ‘Backshoring’: the grass is not always greener

At this point it may be timely to have a look at the practice of ‘backshoring’, or ‘reshor-
ing’, that is, taking back manufacturing or service activities that were earlier put off-
shore. The main case for ‘backshoring” arises when gaps between the wage levels of
the home and host countries have diminished to the extent that the “offshoring busi-
ness case’ is no longer valid. In offshore locations wages may well go up faster than
expected, particularly through the pressure of trade union action. Changing market
conditions, including (the threat of) trade wars, can constitute another set of reasons
for backshoring. A third set often concerns the emergence of organisational problems,
rather like those we discussed for outsourcing.

Studies of backshoring and cases like the French one presented below (Case 2.9), help
catalogue the organisational problems at stake. In our experience, such analysis can be
quite useful for employee representatives in discussing and debugging offshoring
plans. Combining this experience with our own and others’ studies reveals common
problems. For example, transition and information costs attached to offshoring pro-
cesses tend to be widely underestimated as do the risks of miscommunication, fre-
quently connected to language problems. The same holds for the persistence of diffi-
culties maintaining production and servicing quality. These problems all give rise to
frustration among employees in the home countries of offshoring firms and can lead
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to under-performance. Furthermore, for companies relying on contacts with end cus-
tomers the risks of losing market share may become acute. In such situations, back-
shoring lurks around the corner (Kinkel 2012; Dachs et al. 2017; Di Mauro et al. 2018;
see also website Eurofound /European Reshoring Monitor).

Case 2.9. Organisational malfunctioning after offshoring in banking (France)

A large international bank established in Paris centralised the administrative activi-
ties hitherto carried out in the branch offices, into a single department reporting to
headquarters. This centralisation was just a preliminary phase before these tasks,
once properly mastered, were offshored. The relocation took place in successive
waves. The remains of the Parisian department gradually turned into a control and
completion service because nearly 30% of the activities relocated to Egypt and India
were returned -- either due to instructions not being understood, or because of a poor
mastery of the procedures and the like. Instructions had to be explained in English
before being returned to the off-shore platforms but were never completed by the
managers themselves.

The employees experienced this situation even more negatively because they were
not informed beforehand. One employee expressed their feelings as follows: “The an-
nouncement of the relocation of operations came as a shock, we didn't expect it at all. We
went into great deal of trouble putting in place new procedures. Once well established, some
of the operations were relocated. We felt betrayed somewhere”. The company’s CHSCT re-
peatedly alerted management to the deteriorating working conditions in the depart-
ment but failed to achieve results. They ended up voting on the use of a labour con-
sultant in order to analyse working conditions and come up with improvement
measures. ARETE took on the assignment.

The expert’s analysis showed that offshoring generated a number of malfunctions:

. employees sensed a loss of control over their work, as they had to intervene to
complete instructions processed offshore;

. staff were concerned that the information they provided on behalf of the pro-
cess was not well understood or taken into account by the various interlocu-
tors;

. the multiplication of contacts and poor mastery of the English language in-

creased the risk of misunderstandings and errors and the dilution of responsi-
bilities as well as provoking discouragement and frustration among employ-
ees;
J the loss of contact with end customers hampered the proper ownership of
tasks and led to a lack of responsibility among the statf members involved;
. the decline in quality of service led to increased delays.
In order to improve the prevention of psychosocial risks within the department, the
labour consultant detailed a series of remedial measures. One of the main recommen-
dations regarded restoring the meaning of the work done through an overhaul of
processes, work organisation and management using a participatory approach.
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2.6 Good practice

We are now able to present some first thoughts on basic good practice drawing upon
the contents of this chapter. The suggestions hereafter are aimed at helping employee
representatives and trade unions achieve a more effective social dialogue to cope with
restructuring processes.

In our view it is vital
where work organisation is an issue, that:

GP1 employee representatives, union officers and labour consultants consider, in
cases of restructuring, whether the relevant EU Directives (2002/14/EC,
2001/23/EC, 98/59/EC, and the EWC Directive 2009/38/EC) and related na-
tional legislation have been applied and if not, should immediately initiate ap-
propriate remedial action; use these Directives and appropriate national legis-
lation to gather detailed management information on economic, financial and
technical aspects (see also GP3);

GP2 employee representatives, union officers and labour consultants, in cases of re-
structuring, should ensure management have a well-planned change process
that clearly recognizes the value of alternatives raised either by management
or by employee representatives before finalizing any redeployment plans;

GP3 where restructuring with substantial impact on employment and job quality is
concerned, employee representatives, union officers and labour consultants, at
the earliest possible time, must receive from management basic economic, fi-
nancial and technical information covering: (dis)investment, locations, em-
ployment prospects (including options for the organisation of work) for the
workers whose employment will be endangered. Data should also be supplied
on the prospects for job quality and on any demands implying occupational
and/or geographical mobility;

GP6 in developing these information disclosure and consultation processes as well
as the formulation of alternatives, employee representatives, union officers
and labour consultants should strive for a balance that supports vulnerable
workers whilst contributing to a viable new organisation. Management and
HR staff would also be expected to implement a similar balance, in particular
ensuring a good fit between staffing levels and workload during organisa-
tional change;

GP7 employee representatives should consider and take action to ensure the ade-
quacy of their representation channels in the restructuring process, in particu-
lar their connections with (groups of) endangered workers;

GP8 employee representatives, union officers and labour consultants should main-
tain a close watch on any problems that specific groups of workers may meet
in the course of restructuring. They should also continuously monitor whether
provisions in collective agreements are fulfilled and, where redundancies are
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GP9

GP10

unavoidable, ensure that dismissal procedures are kept strictly in line with
legislation or the collective agreement;

employee representatives, union officers and labour consultants should work
to ensure that monitoring the effects of restructuring on work organisation
and job quality should be carried out for at least two years after the change has
taken place;

employee representatives, union officers and labour consultants should coop-
erate and coordinate appropriate action where legal constraints may impose
time constraints that could otherwise jeopardize the development of alterna-
tive strategies for employee representatives,

and widening to focus on connected institutions and policies:

GP32

GP33

GP34

GP35

as a starting point for the framing of mitigating strategies and redeployment
plans, the social partners should be using the available economic and social
analyses published at national, sectoral and regional levels that detail short-
and medium-term perspectives for employment further disaggregated by skill
and age;

trade unions should be creating their own databases for their experience with
organisational and technical change and the (re)design of jobs and organisa-
tions ensuring maximum accessibility for union officers and the union constit-
uency in general;

trade unions should monitor and where necessary improve the efficiency of
systems of mutual communication and reporting between different levels of
employee representation (European, national, sectoral, regional, company,
workplace);

trade unions, whenever suitable, should make use of the information flows
that surround European Works Councils (EWC’s) and/ or of the provisions in
Transnational Company Agreements (TCAs), in particular as regards occupa-
tional safety and health (OSH) issues.
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activity.htm, last accessed on 29-12-2019)
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CHAPTER 3. PUBLIC SECTOR RESTRUCTURING UNDER NEW
MANAGEMENT

3.1 Introduction

In this chapter we analyze the ongoing restructuring in the public sector. All across the
EU in recent decades, the organisation of basic services provided by the state have
commonly been subjected to radical changes in management approaches that have at-
tracted the label New Public Management (NPM). We treat the development and ap-
plication of NPM as an important part of the neo-liberal project aimed at producing a
smaller and more efficient public sector. We also cover its relationship with liberalisa-
tion and privatisation. In doing so, it is important to recognize the variety that exists
in national cultures, political traditions and institutional settings. This has led to dif-
ferent solutions on the provision of public services and the way these services have
been financed through taxes and public fees.

Information Technology (IT) and digitalization have also become major forces in the
restructuring of the public sector. Indeed, in the 2000s it was even argued that NPM
was ‘dead’, seen off by the concept of “digital-Era-governance” or E-government (Dun-
leavy et al. 2006). It cannot be denied that E-government has brought about dramatic
changes in work organisation, competence demand and the localization of public ser-
vice organisations. However, in the light of the extensive NPM-oriented program of
the OECD, “Value for Money in Government” (2010-15), one authoritative commenta-
tor soon responded that NPM was alive and kicking (De Vries 2010). This chapter con-
firms that this latterly has indeed been the case - for better or for worse. We document
the rise of NPM in the five countries that concern us the most and examine in particular
the wave of neo-liberalism that has, since the late 1970s, ushered in deregulation and
privatisation as the dominant policy pressures in the public sector. Riding this wave,
NPM has become a major force in public sector reforms in Northwestern Europe.

Overviews of organisation, expenditure, employment and industrial relations in the
public sector in the five countries provide background here but we also cover the role
of the EU as another important of the impetus for deregulation and privatisation. Cen-
tral to our analysis is the differing experience of NPM that can be observed in the five
countries we have focused on for this book. Initially NPM concepts came to fruition in
the UK followed somewhat later by Sweden and the Netherlands and, though with
quite specific constraints, in France. Disenchantment with NPM seemingly set in quite
early in Germany and the Netherlands, and in these two countries a reversal of the
trend became visible. Against this background, we attempt to assess the consequences
of NPM for the functioning of public services.

3.2 The rise of New Public Management
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3.2.1 Swapping Keynes for neoliberalism

Restructuring in the public sector often derives from a combination of budget re-
strictions, political ambitions and the introduction of management tools and techno-
logical solutions to increase productivity. Behind this, the paradigm shift in the politi-
cal economy we indicated in Chapter 1 has had a major impact on the size of the public
sector and on changes therein. Until the 1970s, the Keynesian paradigm held public
expenditure to be an important instrument in keeping up full employment and toning
down recessions. Gradually though, an alternative neoliberal view became dominant
in most national policy-making throughout Europe. Moreover, at EU level decision-
making was accompanied by new catchphrases and buzzwords like “a smaller public
sector” and ‘austerity’, together with some newish policy options embracing deregula-
tion, privatisation and the outsourcing of public services. From the end of the oil crisis
in the late 1970s until the aftermath of the 2007-08 financial crisis, this new paradigm
has been established as an overall solution to cope with economic recessions.

The dominance of neoliberalism has also given rise to a shift in the prevailing ideas on
how to organize the public sector. The NPM concept was introduced to replace the
ideal of traditional weberian bureaucracies, with strict adherence to rules and regula-
tions. Dunleavy et al. (2006) defined NPM as consisting of three parts: disaggregation,
competition and incentivisation. Indeed, at the core of NPM lies the application of
management instruments derived from private enterprise, such as operating in busi-
ness units, allowing internal benchmarked competition using ‘dashboards” and similar
techniques, all underpinned with financial management incentives like bonuses. Its
evidence base was drawn from business administration rather than the practices of
political or public administration. Dunleavy and co-authors also linked NPM to public
choice theory, assuming that an increasing group of citizens wanting “to escape the
rigidities of bureaucratic decision-making” would be willing and able to choose their
own service providers. Logically, NPM cannot exist without a certain amount of de-
regulation and allowing public bodies to exert more autonomy. That said, NPM does
not of necessity lead to privatisation, although history shows that it has often been its
prelude.

Throughout Europe, NPM has evidently been a dominant force in public sector re-
forms. Based on a recent nine-country study of these reforms, Keune (2018: 5) con-
cluded that “NPM ideas seem to continue to provide most of the inspiration here in all
countries.” Yet, how NPM works out in practice depends on many factors, not least of
which are the country’s political and institutional situation. For instance, it is remark-
able that in the UK and Sweden, NPM and privatisation were launched by right-wing
governments but were further implemented by social democratic administrations. Ob-
viously, privatisation has been a goal for right wing/liberal governments (a smaller
state) while left wing/social democratic governments, adopting a more practical atti-
tude (a more cost-effective state), have tended to go along with processes in this direc-
tion. On the other hand, across countries NPM-inspired policies and privatisation have
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repeatedly met their limits when confronted with negative effects such as failing to
achieve higher productivity or quality standards.

The failure of NPM to deliver on the promise that in combination with digitalization
it would result in better and more efficient services, has also prompted widespread
dissatisfaction amongst the general public. A recent example can be seen in the way
that the degradation of public services in both suburban and countryside areas in
France was a key factor in the recent rise of the ‘Gilets Jaunes’. This deterioration was
and is strongly felt. Faced with the discontent mobilized by the ‘Gilets’, President
Macron was forced to commit to stopping or slowing down the elimination of posts in
public services such as the reversal of small school closures.

3.2.2 Public organisation and expenditure in the five countries

The public sector is an integral part of a nation’s welfare system, and in Europe differ-
ent approaches to organizing and financing the welfare state, embracing a variety of
both business models and industrial relations systems, have been in evidence. Accord-
ing to the divisions used by the so-called varieties of capitalism approach, Sweden
belongs to the Nordic cluster or ‘organized corporatism’, Germany and the Nether-
lands to the mid-western European or “social partnership’ cluster, the UK to the Anglo-
Saxon or ‘liberal’ cluster, while France is mostly included in the mid-western European
group although with the added label ‘state-centered’. However, the characteristics of
(sub-)sectors often deviate from this national typology (cf. Van Klaveren and Gregory
2019: 47, 196). This also holds for the organisation of parts of the welfare state itself.
An example is the existence of the four National Health Service (NHS) organisations
in the UK (in England, Wales, Scotland and Northern Ireland) versus Germany’s
health sector that is largely based on the ‘Linder’ (constituent states). It is important to
take into account country differences in political and geographic structures that vary
from the federal structure of Germany to the more centralised governance structures
of France and the Netherlands. Similarly, whilst Sweden has a mix of national, regional
and municipal responsibilities, the United Kingdom has, in recent decades, devolved
significant decision-making to the self-government bodies set up in Scotland, Wales,
and Northern Ireland.

As a result of these factors as well as specific national policies, public expenditures
inevitably show similarities and differences across countries, both in size and in com-
position. Table 3.1 (next page) indicates that in 2018 all five countries spent over 40%
of their Gross Domestic Product (GDP) in the public sphere. France obviously was at
the top with 56%, followed by Sweden with nearly 50%, Germany in between (45%)
and the Netherlands (42%) with the UK (41%) bringing up the rear. By contrast, earlier
in 2010, Germany, the Netherlands and the UK were all quite close together and not
that far behind France and Sweden, with public spending accounting for 47-48% of
their GDP. Between 2010 and 2018, the austerity policies of the German and Dutch
administrations --although they refrained from labelling their policies as such--
brought down their spending by respectively 3.5 and 5.8 % points, the Dutch decrease
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coming close to the 6.4%point decline achieved by the UK’s more explicit austerity
policy. Interestingly, the most right-hand column of Table 3.1, indicating the shares of
the total public budget used for subcontracting, suggests that the UK and Sweden,
with over 8% in 2015, have taken the lead in pursuing subcontracting or outsourcing,
followed by the Netherlands. The figures indicate that the French and German gov-
ernments have been more reluctant to adopt such policies. In section 3.3 we return to
the background underpinning these figures.

Table 3.1 Total public expenditure as a percentage of GDP, 2010, 2015 and 2018, and
public expenditure subcontracted as a percentage of public budget, 2015, in
five countries

share of public expenditure in share of budget
GDP subcontracted

2010 2015 2018 2015
France 56.9 56.8 56.0* 5.1
Germany 48.1 44.0 44.6 4.6
Netherlands 47.9 44.6 42.1* 6.2
Sweden 50.4 49.5 49.8 8.2
United Kingdom 474 423 41.0 9.0
EL28 50.1 47.0 45.8

* provisional

Sources:

total public expenditure: Eurostat (TEC00023)

share of budget being subcontracted: www.europeandatajournalism.eu

Figure 3.1 shows the division of public expenditure according to governance level in
2015. Somewhat surprisingly the data reveal the most centralized pattern was found
in the UK, followed by the Netherlands and France. Clearly, in the UK and the Neth-
erlands relatively little financial room has been left for governmental layers between
‘central” and “local’. In Germany, by contrast, the intermediate governance level of the
‘Léinder’ (by far the largest part of “other’) has been accounting for over half of the coun-
try’s public spending.

Figure 3.1 Public expenditure according to governance level, 2015, in five countries
100%
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Source: www.europeandatajournalism.eu
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According to Eurostat’s Government Finance Statistics for 2017 (not in table), the divi-
sion of public spending across sectors did not differ that much between countries. For
all five countries expenditure in the health sector scored in the top six in the EU2S,
with GDP shares varying between 8.0% (France) and 6.9% (Sweden). In the education
sector Sweden stood out spending 6.8% of its GDP while the education shares of the
other four countries were between 4.1 and 5.1%. The size of defence expenditure varied
between the UK (1.9% of GDP) and France (1.8%) on the one hand and Germany’s
1.0% on the other.

3.2.3 Public employment in the five countries

Table 3.2 shows characteristics of employment in the public administration of the five
countries we have focused on in this book. In line with the division of spending across
countries, Sweden, in 2018, had relatively the largest public administration workforce,
according to the following two yardsticks: the share of public administration employ-
ment in total employment, and the number of public administration employees per
1,000 inhabitants (columns A and E). Next in line, at quite some distance, was France.
Concerning the share of public employment salaries in Gross National Product (GNP,
column D), France went to the top with Sweden in second place. For France, Germany,
Sweden and the UK the share of females (column B) in the public workforce was rela-
tively high, in contrast to the Netherlands (44 % against 48%). As for the share of part-
time employed (column C), this remained rather low, and was also lower than the
respective overall country averages for part-time working.

Table 3.2 Characteristics of employment in public administration, most recent data, in
five countries
A B C D E
2018 2017 | 2018 (2012) 2015 2015
France 29.6 63 12 13.0 88
Germany 24.8 55 15%)*) 7.5 56
Netherlands 26.1 44 26 8.8 67
Sweden 34.0 70 10%)*) 12.5 138
United Kingdom 249 64 25%)*) 9.3 79

Key / sources:

A: share of public administration employment in total employment: Eurostat

B: share of females in public administration: OECD 2019

C: share of part-time employed in public administration: national statistics

*) central government *¥)2012: OECD Human Resources Management Country Profiles 2012
D: share of public employment salaries in GNP: www.europeandatajournalism.eu

E: number of public administration employees per 1000 inhabitants: www.europeandatajournalism.eu

3.2.4 Public sector industrial relations in the five countries

Differences in national conditions also contribute to shaping the behaviour of public
authorities in terms of their Human Resource Management (HRM) practices and their
inclination towards social dialogue with employee representatives. Table 3.3 (next
page) presents a brief overview of both, taking recruitment and job security as key
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indicators of HRM, and using the rights to unionise and to strike as well as union den-
sity in public administration as industrial relations indicators. Concerning union den-
sity, the Swedish rate (76%) clearly stood out. Though much lower in the other coun-
tries, union densities in the public sector remained substantially higher than equiva-
lent densities in the private sector.

Table 3.3 Characteristics of HRM and industrial relations in public administration,
most recent data, in five countries
HRM recruitment job security right to right to union
unionise strike density
2016
France centralized career-based | high yes yes 20%
Germany Ministry- career-based | high for civil yes yes, but 31%
based servants*), else not for civil
as in private servants®)
sector
Netherlands | central/Minis | position- as in private yes yes, with | 32%
try-based based sector exceptions
Sweden decentralized | position- as in private yes yes 76%
based sector
United centralized position- as in private yes yes, with | 45%
Kingdom based sector exceptions

Sources: OECD Human Resources Management Country Profiles 2012 as basis; update through EU
and ETUI websites, except union density in public administration: ICTWSS database 5.1 (Visser 2016,
except for France: Pignoni 2016)

*) In France civil servants make up appr. 60% of the public administration, in Germany (‘Beambte’)
appr. 50%, and in the UK appr. 80% (OECD 2019: 119)

3.2.5 The role of the European Union

Strictly speaking, the EU does not deploy policies prescribing the organisation and
financing of public administration in the member states. However, there are at least
two exceptions, or ways in which the (dominant forces in) the EU and the European
Commission have contributed to the reshaping of national public sectors. The first re-
lates to the austerity pressures exerted by the European Commission and the “Troika’
on indebted Eurozone countries in the aftermath of the financial crisis. As noted in
Chapter 1, liberalisation, encouraging new competitors into the market besides public
monopolists, and even the privatisation of public services, were part and parcel of the
austerity programs imposed on countries such as Greece. Administrations outside the
‘danger zone’, like those of the Netherlands, Sweden and the UK, also exhibited char-
acteristics of these programs including some NPM features. Indeed, between 2011 and
2014, the European Employment Strategy (EES), currently part of the Europe 2020
growth strategy, seems to have acted as a transmission belt in this regard.

In the second place, taking their cue from the UK and Sweden’s early deployment of
liberalisation and privatisation, the European Commission, from the late 1980s on-
wards, launched Directives to liberalize ‘network” markets, namely: energy (electricity
and gas) provision, postal and courier activities, telecoms, railway transport, and
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waste treatment. These Directives have had a continuing impact on competitive struc-
tures at sectoral levels. In most cases they were supportive of NPM -- although not for
privatisation per se as the Commission did and does not prescribe forms of ownership.

Whilst some national structures and policies have hampered the Commission’s liber-
alisation ambitions, other governments, notably those of smaller EU countries, have
adopted these binding Directives at an earlier stage and with stricter application than
others. This has led progressive politicians as well as trade unionists in these countries
to accuse their governments of virtue signalling. However, when markets like those
for electricity and gas in these countries were liberalized, it triggered private concen-
tration. One of the authors here along with colleagues from FORBA found convincing
evidence that notably in utilities and postal services private oligopolies, with two or
three companies per country were systematically seizing strong positions to replace
public monopolies (Flecker et al. 2009; Van Klaveren et al. 2011; Hermann 2013; Van
Klaveren 2014). In order to regulate these newly created markets, governments have
often felt the need to impose new rules, on fair competition, product or service quality,
procurement, et cetera. Frequently these have proved more extensive and stringent
than the former rules. One may rightly call this development “reregulation’.

Finally, EU Directives on public procurement have laid down rules on how public au-
thorities and utility operators should purchase goods, works and services. For classical
bureaucracies such regulation of competitive practices had already become a necessity,
but with the advance of NPM the procurement Directives gained importance. It re-
mains to be seen if once these are implemented in national law the ‘race to the bottom’
in wages and conditions notably among subcontracted staff can be prevented. For-
mally, in most EU countries these regulations encourage authorities not to simply ac-
cept the lowest-cost but rather favour the most economically advantageous offers. Yet,
as Schulten (in Schulten et al. 2012: 105) warned, “Under the financial constraints of
tight budgets (....) public authorities often follow a more short-term policy and tend
to choose the cheapest bid”.

3.3 New Public Management across countries

3.3.1 United Kingdom

Across countries, the responses of public sector unions to NPM, liberalisation and pri-
vatisation have been influenced by national political traditions and institutional set-
tings. Major changes here have seriously affected that response. This was the case in
the United Kingdom where from 1979 onwards successive Thatcher administrations
implemented an aggressive policy of privatisation. This was based on an ideological
vision that saw the public sector as being oversized, inefficient and uneconomic. In the
second half of the 1990s all public services in the UK had been affected by the adoption
of this neo-liberal thinking and all had been ‘managerialised’. Though the expression
New Public Management had not yet spread, in practice NPM had become the norm
(Farnham and Horton 1999). The anti-union legislation introduced by successive con-
servative governments throughout the 1980s together with their dismantling of the
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tripartite structures that had hitherto provided a measure of joint consultation, meant
the social partners in the UK were left with virtually no formal means for continuous
social dialogue (Griffin and Gregory 2015: 309-10). As a result, British public sector
unions were increasingly forced to express their opposition to changes proposed (in-
cluding further privatisation) through national and local protests and strike actions, as
well as local negotiations with public employers (Grimshaw 2013: 581-2). In the UK
efforts towards developing high trust relationships, as described below, were not
much in evidence until the arrival of the New Labour government in 1997.

Case 3.1. The making and breaking of high trust relationships in privatised utility
companies (UK)

In the late 1990s and early 2000s, labour consultants from TURU were heavily in-
volved in long-term projects at Vertex Data Sciences and Scottish Power. Their brief
was to help design and implement a social dialogue approach to deal with the seri-
ous mistrust that had undermined industrial relations at both companies. Vertex
Data Sciences began life as part of United Ultilities (UU) formed in 1990 as one of the
major privatised utility companies in the UK. In 1996 Vertex was spun off as a sepa-
rate business although was still owned by UU until its sale to a hedge fund in 2007.
Scottish Power was also established in 1990 as a privatised entity combining the three
hitherto publicly owned electricity companies in Scotland. At the time of writing,
Scottish Power is owned by a Spanish energy group and is UK’s third biggest utility.

As the 1990s drew to a close, both companies faced difficult industrial relations con-
ditions. In part this reflected an enduring legacy of the bitter battles fought with the
British trade unions over privatisation and the related changes to conditions of em-
ployment. Beyond this, the dynamic market conditions that characterised both the
utility sector and (at the time) the relatively new markets for call centres and business
services were also putting a severe strain on work organisation and industrial rela-
tions. In both companies trust relationships between unions and management were
much diminished.

Encouraged by the then Labour government’s endorsement of social dialogue and
the establishment of a government fund to help promote social partnership at the
workplace, both companies approached TURU for support in developing their own
versions of a partnership approach to rebuild trust and more effective industrial rela-
tions. Working closely and collaboratively with management and unions initially in
‘search conferences’ to ascertain the key drivers of low trust, the consultants de-
signed two joint training programmes aimed at laying the foundation for the devel-
opment of a high trust social dialogue.

At Scottish Power over six months the consultants guided and facilitated a series of
joint workshops where key managers and union representatives focussed on the
principles and practices to be embedded in a comprehensive partnership agreement.
At Vertex, where the process started later, a longer training programme was put in
place after analyses had identified critical gaps in both management and union skill
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sets insofar as joint problem solving were concerned. In both cases the initial misgiv-
ings exhibited by some participants from either side, were soon overcome by the
quality of the outputs from the workshop sessions together with commitment from
senior management and union officers to the programmes. As the joint working
through of specific current problems and issues took centre stage, trust levels also
improved.

A comprehensive partnership agreement was duly signed by the unions and man-
agement at Scottish Power whilst the partnership training programme at Vertex and
the subsequent implementation of their partnership infrastructure won a prestigious
award of a professional Human Resource organisation. However, the newly estab-
lished level of trust between the social partners at both companies was soon to be
tested. At Scottish Power this came in the shape of the first attempt at pay negotia-
tions following the signing of the partnership agreement. By an unforeseen turn of
events, a recently arrived senior manager who had not been through the partnership
process led the negotiations for the company. He insisted on reverting to the ritual-
ised compromise approach that has traditionally characterised the ‘boxing ring” of
pay negotiations. For their part, the union representatives had come to the table pre-
pared for the “dance floor” of partnership, hence it was not surprising that their faith
in the partnership approach took a dive.

The high trust established through the partnership at Vertex lasted longer but was
ultimately strained to almost breaking point by the success of the company in rapidly
expanding their business. Initially the partnership ‘model” pioneered by Vertex at
their largest call centre was rolled out to other call centre operations they acquired
and to the business service operations they were increasingly winning from local au-
thorities outsourcing these operations. These latter were strongly unionised and
whilst initially sceptical, on balance recognised there were advantages to be had from
Vertex’s partnership approach. The problem arrived when Vertex acquired a compet-
itor and gained a call centre in India. In fairness to the management at Vertex they
used the partnership to hold lengthy discussions with the union to establish whether
any new work opportunities could be found to offset the work to be transferred to
the Indian call centre. The damage though was done and the resulting downsizing of
Vertex’s UK call centres saw cracks opening up in the trust that the partnership had
worked so hard to achieve.

3.3.2 Sweden

The Swedish welfare state has been built up in the framework of the Swedish (some-
times extended to the Nordic) model for developing a strong and extensive, tax-fi-
nanced public sector. In Sweden, many public services have a robust local base, imple-
mented by municipalities and county councils for instance in health and social care,
education and public transport. Much deregulation and privatisation has though been
carried out at local level, often in combination with the introduction of public choice
models, that enable service users to choose between different providers - public or
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private. Initiated by a conservative government in office from 1991 to 1994, deregula-
tion and privatisation have been carried out throughout the Swedish public sector.
Indeed, the early initiatives were subsequently accepted and continued by a social
democratic government and then strengthened by another right-wing government
(2006-2014), and latterly accepted by a new social democratic government taking office
in 2014. In the 1990s, in parallel to this process, the public budget process was re-
formed. Budgets were allocated to authorities on condition that they would increase
their productivity in comparison with the private sector. In 2019 a social democratic
/ green government with the support of middle/liberal parties halted proposals on
‘reducing profits in the welfare system” and decided to further privatise the Public
Employment Services (PES): see the case below.

Case 3.2. The Public Employment Service between digitalization and privatisation
(Sweden)

The Public Employment Service is a large public authority with about 14,000 employ-
ees operating under a Director General. It has for many years played an integral part
in Swedish full employment policies. PES has since 2006 been a centralised organisa-
tion administrating a large number of employment support actions to promote a
close relationship between the employment agent and the job seeker. When a new
Director General took office in 2014, a ‘change journey’ started. Over the last five
years the PES has gone through major changes starting off with a new management
culture accompanied by a new ‘business model’ largely built on digitalization. The
new management culture was based on trust rather than on measurement and con-
trol. The next step involved the formation of two new client-oriented divisions, one
oriented towards job seekers and the other towards employers. This became more
controversial and the unions hired ATK as a labour consultant for a second opinion.
In spite of middle managers’ sceptical reception of the plans, top management ad-
justed the time schedule somewhat but went along with the basic plan.

While the new organisation was being implemented, a right-wing government an-
nounced large budget cuts for the PES, which led to political upheaval. Management
nevertheless decided to continue investing in digitalization and expanding PES’s cus-
tomer service. After negotiations with the unions, PES announced the dismissal of
4,500 employees followed by large redundancies in local offices. Then, a new left-
green-liberal government came into office and further privatisation within the ser-
vice while focusing on control, evaluation and digital services. ATK was hired once
again to support unions (and management) in dealing with short-term changes (sim-
ultaneously downsizing and establishing the new organisation) and long-term
changes (defining a new role for the PES). The consultant interviewed top managers
and external actors and conducted workshops. A joint management-union meeting
was held in which changes in organisational adjustments, redeployment and compe-
tence strategies were discussed based on the consultant’s risk analysis. One of the
risks was that the digitalization process might not develop according to plan, causing
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severe effects on both process outcomes and employee safety and health. The con-
junction of downsizing with the implementation of the new organisation would, it
was suggested, be likely to result in major uncertainties concerning staff roles and cli-
ent contacts. Top management continued to have full confidence in carrying out the
restructuring albeit with reservations concerning the delivery of planned results. Un-
ions as well as line managers expressed more pessimistic views.

The PES story is an example of how NPM and E-government have taken on new
shapes. The daily operations have been outsourced to external parties while the au-
thority itself has been left to focus on control, procurement and digital infrastructure.

(See for an extensive case description Appendix 1, Case A2)

The driving forces behind the introduction of outsourcing to private operators in Swe-
den were the rising public demand for more choice (of schools, doctors and care for
the elderly, more tv channels and radio stations, et cetera) and pressure from private
sector actors. The latter identified public services as an important part of the expanding
service society and therefore full of investment opportunities. Productivity increases
through competition between subcontractors were also hoped for. The first wave of
NPM in the 1990s consisted of abolishing the state monopoly in the broadcast media
and allowing media financing through advertising, as well as deregulating the post
and telecom sectors and selling the state telecom operator Also, in this wave a number
of public authorities were turned into joint-stock companies with the state owning
(majority of) the shares; new competitors in rail and air transport were allowed, and
competitive elements were introduced in education, child and elderly care. From 2006
onwards, the then right-wing government initiated a second wave, including the pri-
vatisation of pharmacies and publicly owned companies in transport and related in-
frastructure. In health care, education and social care choice models were introduced
and the use of private operators increased - often with the consent of local municipal-
ities and county councils dominated by right-wing/liberal politicians.

In Sweden privatisation processes were and are the outcomes of both political dialogue
at governmental or municipality level and social dialogue leading to fresh agreements
between employer and trade unions. In the state sector a new job security agreement
was put in place before the large privatisations were implemented. The Swedish public
sector unions have maintained high union density, together with strong organisation
and negotiation rights. Attitudes towards privatisation vary within the union move-
ment. Blue-collar unions with membership initially based solely on public employ-
ment tend to display a rather negative attitude, while unions recruiting private em-
ployees tend to be more positive in their views. Outspokenly positive attitudes can be
found in unions organizing academic and related occupations where the possibility of
having more than one employer alongside the competition for scarce competence is
clearly seen as an opportunity to secure higher wages.
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We should add that the funding of basic public services through taxes and public fees
has remained intact in Sweden even after over two decades of deregulation and pri-
vatisation. Within this public funding framework, services are still being offered with-
out increasing costs for the individual user. The current political debates have focused
on service quality; on the effectiveness of public procurement, and on allowing profits
to be made in publicly funded operations. These debates should be seen against find-
ings that in many Swedish sectors deregulation and privatisation have not yet deliv-
ered efficiency gains.

3.3.3 The Netherlands

In 1986 the first Lubbers administration, following in the footsteps of the Thatcher -
Reagan neo-liberal ‘revolution’, started an NPM / privatisation campaign to downsize
the public sector and release funds for the public budget. After relatively small privat-
isations like those of the public pilotage and calibration services, the savings and
money transfer branches of the state Post, Telegraph, and Telephone company (PTT)
were split off in 1986, privatised and labelled Postbank. This paved the way for the
privatisation and liberalisation of postal and telecom services. In the postal services
case as shown below and in other sectors such as home care, flexibilization and the use
of (bogus)self-employed have characterized the HR policies of privatised organisa-
tions. In recent years these policies met with strong opposition from trade unions but
were also heavily criticized in the political arena. In the case below one of the privat-
ised firms to some extent backtracked on a key part of their HR strategy.

Case 3.3. The privatisation and liberalisation of postal services (Netherlands)

In 1989 the Lubbers II administration allowed the PTT to adopt formal independent
status; five years later PTT was privatised and restructured into a joint stock com-
pany. This was followed by the selling of state shares and a break-up whereby the
telecoms division was to continue as KPN and the post division as TNT Post Group.
In 1997, as one of the first in the EU following the first European Postal Directive
(97/67/EC, amended in 2008), the Dutch government took steps towards further lib-
eralization of the postal market. From 2011 onwards, and after Deutsche Post/ DHL
had retreated from the shrinking Dutch market, two competitors were left: PostNL
(the former TNT Post) and Sandd. Competition between the two was mainly con-
fined to wages. In 2006-07 the minimum hourly rate for post deliverers in their collec-
tive agreement had clearly fallen below the national hourly Statutory Minimum
Wage (SMW). As the deliverers were self-employed operating on piece rates, they
frequently ended up at only two-thirds the SMW. By then the post deliverer job had
been separated from that of post(wo)man. A TNT Post director defined deliverers as
part-timers, working on average about 12 hours weekly (which turned out to be on
average eight hours), only delivering and not sorting the post. The process of video-
coding for sorting was offshored to the Far East. Efforts made by unions, researchers
and labour consultants all failed to convince management of the need for keeping the
connection between sorting and delivery intact and bringing down the number of
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jobs shed. The latter number remained 11,000 as management had planned though
forced lay-offs were halved.

The PostNL management initially stuck to the part-time / self-employment model
although societal and parliamentary pressure on them to abandon this position in-
creased. A decisive point came when the government issued a Decree demanding
that four in five post deliverers should, by 2014, have a labour contract with em-
ployee status. In 2015-16 PostNL continued to maintain its part-time model but of-
fered the post deliverers employee status with their wage scales based on the collec-
tive agreement starting at the SMW - implying that most of them would earn 10 to
30% above the hourly statutory minimum.

Finally, in March 2019 PostNL bought Sandd, the sole remaining competitor. The
Dutch market regulator blocked this take-over but the government overruled the
decision arguing the take-over was in the public interest. The unions welcomed this
as a necessary step towards a healthier postal market though they also recognized
the potential disadvantages of PostNL’s monopoly position. That company’s
collective agreement, which fits better with the regulated Dutch industrial relations
system, was subsequently applied to the minority of 4,000 of the 11,000-strong Sandd
workforce that accepted to be employed in PostNL.

(See for an extensive case description Appendix 1, Case A3)

After 1989 privatisations and the selling of state shares remained the order of the day.
Besides the PTT, the Dutch state retreated from chemical producer DSM, truck manu-
facturer DAF and steel producer Hoogovens (currently Tata Steel). By 2010 over 60
state companies and public service providers had been privatised. The privatisation
wave ended with the selling, in 2009-10, of the country’s largest energy deliverers,
Nuon and Essent, to Swedish Vattenfall and German RWE respectively. These actions
were only possible after the country’s distribution of energy had been split in 2004
between commercially operating distributors (like these two) on the one hand and the
two energy (high voltage and gas transmission) networks that continued to be state-
owned on the other.

In the same period 1989-2010, under the influence of NPM, over 160 Dutch public ser-
vices were awarded greater autonomy. Most of them, in road maintenance, education
and environmental services, took on the ‘lightest” form of quasi-autonomous non-gov-
ernmental organisations (quango’s). After a while a number of public services were re-
shaped into companies with their shares owned by the state and/or by municipalities.
In 2004 GHR, the Rotterdam Port Authority was the first, followed by their Amster-
dam colleagues, and then by 10 local drinking water companies. Remarkably, allowing
greater autonomy for the municipalities has partly developed in the Netherlands to
counteract the disadvantages of privatisation that had surfaced in the 1990s namely:
the growing disinterest of private managers in supporting political goals; the high sal-
aries and bonuses they granted themselves, and their inclination to undertake com-
mercially risky adventures abroad. However, researchers and journalists have recently

78




pointed out that some autonomous public services or companies have shown similar
dubious behaviour, and that the central government is still lacking in early warning
and control instruments to avoid such excesses (cf. Veraart 2019).

In the Dutch public debate the “passenger railways case” has figured prominently. Fol-
lowing the 1991 EC Directive calling for the separation of rail infrastructure manage-
ment from rail transport, the ProRail infrastructure group was duly formed in 1995
and separated from the other activities of Dutch Railways (NS). Though both contin-
ued to be state-owned, their mutual relationship became disastrous with minimal lev-
els of coordination. In the severe winter of 2010 trains often came to a standstill which
led to massive public protests. Lack of maintenance of trains and infrastructure put
pressure on the government who in turn forced NS and ProRail to cooperate more
closely. As a result, delays and disturbances on the railway track have diminished in
the last four years. Although in this case privatisation per se was not the problem and
liberalisation was only marginally at stake, the ‘railways experience’ has dominated
public discussions in the Netherlands on both issues. It is reasonable to assume that
this discourse together with the debate concerning the HR policies of privatised organ-
isations have influenced governmental thinking and goes someway to explaining why
no new privatisation plans have appeared since 2013. Indeed, the existing plan to turn
ProRail into a quango has even been rescinded.

3.3.4 France

Over the past 30 years, public services in France have undergone a significant trans-
formation. As in other European countries, the changes have taken place in successive
waves. From one decade to the next, the context or the triggers have varied with pri-
vatisation, new public management (a term little used in France) and, more recently,
digitalization all playing a part. The objectives pursued have generally involved the
reduction of the size of the state, the improvement of its efficiency and the motivation
of its agents. Performance indicators have emerged as one of the main levers of change.
Currently, the modernization of public services is more narrowly aimed at budgetary
savings. The situation, not surprisingly, has become very tense in many public services
such as police, hospitals and universities.

Unlike other European countries such as Sweden, the idea of free choice of the citizen
is much less prominent in the French public debate. The need, imposed by the EU, to
open public services to competition, and more specifically to private sector operators,
has been put forward as one of the reasons for restructuring the post and telecom sec-
tor, railways, and other services. For example, in 2018 the French government justified
the change in the status of railway workers as being necessary for the opening up of
the market to competition at the end of 2019. This resulted in long strikes but eventu-
ally the unions lost the media battle and crucially, in a break with the past, were only
partially supported by public opinion. In this particular case, the media emerged as a
third category of actor alongside the politicians and social partners engaged in the re-
structuring of public services.
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The transformation of the French post and telecom sector, following the split of France
PTT in 1990 (mainly covering La Poste and France Télécom), is a good illustration here
and a reminder of the dangers of unforeseen consequences. In particular, the introduc-
tion of new management methods in the early 2000s that were subsequently blamed
for a series of employee suicides, has had a strong effect on public opinion. Former
directors of France Télécom were recently brought to justice for (complicity in) moral
harassment as detailed in the following case study.

Case 3.4. The trial of France Télécom’s directors (France)

The France Télécom trial in the Paris Correctional Court began in May 2019 after a
decade of investigation. The prosecutor requested one year’s imprisonment, the max-
imum sentence, for the company’s former CEO, his deputy and the former Human
Resources manager. In December 2019 the Court decided to follow the prosecutor’s
orders, though with eight months suspension. The company itself was charged with
‘institutional harassment” and sentenced to a fine of Euro 75,000 and payment of
Euro 3 million in compensation (Le Monde 2019).

At the heart of the trial were the plans to restructure France Télécom between 2006
and 2010, that aimed to cut more than 22,000 jobs and retrain 10,000 employees. After
implementing an aggressive acquisition policy, France Télécom --privatised in 2001--
had accumulated a massive debt. Most of the company’s 100,000 employees in France
were civil servants and could not be dismissed. The aim of the new strategic plan
was to have thousands of these employees with lifelong employment contracts resign
without having to lay them off. Middle management were trained for ten days in or-
der to complete this particular task. Management techniques were introduced that
involved exerting heavy psychological pressure on employees to get them to leave
the company ‘voluntarily” and part of managers” variable compensation was linked
to their ability to get this done. Those who could remain were subject to demands for
both functional and geographical mobility. For the vast majority this was a new situ-
ation. According to the Court the suicides of 19 employees committed between 2006
and 2009 could be related to this context and to what the Court called ‘a culture of
routine workplace bullying.’

The unions acted as whistle-blowers here. They contacted the Labour Inspectorate,
called in labour consultants, alerted the press and filed a complaint in court. Several
expert assignments were subsequently carried out that included large-scale surveys
to provide better analyses of employees” working conditions and to assess the risks
arising. Some of the findings of these expert reports leaked to the press. One such re-
port submitted to the social partners at the end of 2009 noted “a much degraded general
feeling, especially with regard to working conditions, health, stress (....)". Regarding the
wave of suicides they pointed to “the major failure of management”. France Télécom’s
CEO reacted only after the facts were published in the press. In 2013, the company
changed its name to Orange. It was widely thought to be a ruse to both turn the page
and get rid of a very bad brand image.
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La Poste (260,000 employees in 2016) no doubt sought to learn from the tragedies ex-
perienced by Orange Group. In many respects though, employees of both companies
have faced similar situations and difficulties. In the 2000s La Poste had also become a
symbol of suffering at work. What happened next is described below in Case 3.5. It
illustrates the importance of building a social dialogue when the workforce is con-
fronted with major changes.

Case 3.5. Re-establishment of the social dialogue at La Poste (France)

Around 2010, La Poste had become a symbol of suffering at work. The state company
had been hit by the suicides of several employees unable to keep up with the pace of
transformation at La Poste. With a new type of management La Poste had made the
switch from a strong corporate culture of public service towards a more commercial
orientation. Many employees had to change positions more or less against their will
while at the same time a drastic reduction in jobs (over 10,000 in 2011) was carried
through. The trade unions involved denounced the social climate in the postal com-
pany as one characterized by fear. Under the pressure of this denunciation, the direc-
tor of La Poste stated that if the reorganisations were not to be suspended, answers to
the social problems of the company could perhaps be found by the re-establishment
of the social dialogue. Thus, in 2012, the director set up a “Grand Dialogue” aimed at
identifying the causes of the uneasiness and fear. Several aspects of this social dia-
logue are worthy of note, namely:

. the organisation of a ‘local dialogue” marked by the direct participation of the
employees communicating with management on six themes: job content;
working conditions; health at work; career development; change management,
and the relationships with institutions. The unions were not excluded from the
discussions and they let the management take the lead in this direct dialogue;

. the Working Life Commission encouraged the participation of unions as part
of a collegial reflection on the transformation of the company; in fact, the ab-
sence of a bargaining issue worked in favour of the quality of the dialogue.

This initiative resulted in eight major projects, one of which called “social dialogue
and social regulation’, aimed at creating a climate of trust within all layers of La
Poste. From that project it was suggested to negotiate an agreement on a renewed so-
cial dialogue. This original approach has developed further. For example, in early
2013 a framework agreement was signed for the improvement of working life em-
bracing sections on organisation, job content and working conditions as well as a sec-
tion on furthering the social dialogue.

Since the mid-2000s the French public administration, regardless of the government in
power, has seen policy changes that differed in scope and objectives from previous
ones. Currently the search for productivity gains has been added to the quest for
greater agility and effectiveness sought by the earlier legislation on decentralization
and de-concentration. In order to strengthen social dialogue within the public sector,
social legislation has been strengthened through:
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. the partial alignment with the private sector in 2013-14 of the competences and
requirements of the Health, Security and Working Conditions Committee
(CHSCT) as the vehicle for work consultations. This offers a substantial rein-
forcement of the possibilities for employee representatives in the public sector
to influence working conditions (see for the role of the CHSCT Chapter 8);

. the signing, on October 22, 2013, of an agreement on the prevention of psycho-
social risks requiring all public employers to have a plan in place by 2015 for
the prevention and evaluation of these risks based on a diagnosis involving em-
ployees. The agreement specifies this diagnosis has to include a plan of action
and a dialogue with employee representatives.

3.3.5 Germany

In Germany, the privatisation of public companies gained momentum in the 1980s. In
1982, a conservative-liberal coalition government replaced the social-liberal coalition
and for a number of years the ‘lean state” became a guiding principle. These develop-
ments were reflected in the liberalization of post and telecoms and rail transport. How-
ever, since the mid-2000s the trend has reversed towards increasing public influence.
From 2005 to 2016 the number of public institutions and companies rose by some 25%.
Local authorities in particular were and are trying to expand their economic activities.
While the federal government currently holds stakes in 670 companies, the official
stakes amount to 1,430 companies at the level of the states (‘Léinder’) and 13,500 at mu-
nicipal level. It may be assumed that the growth of public influence will continue due
to the so-called concession system regulating the transfer of a public task to private
companies in Germany. As a rule, concessions have been awarded for a period of
about 20 years, and many concessions granted during the privatisation wave of the
1990s are close to coming to an end (Greive and Hildebrand 2016).

Case 3.6. The privatisation of the Federal Post Office (Germany)

Until the early 1990s, the German postal and telecommunications system was en-
tirely in the hands of the state. By then, however, the Federal Minister for Post and
Telecommunications pursued the goal of “breaking the chains of public service law’.
The first restructuring, Postreform I, began in 1989. The Federal Post Office was re-
structured and divided into three public companies, Postal Services, Postbank and
Telekom. These divisions continued to perform tasks autonomously under the direc-
tion of the Federal Ministry of Post and Telecommunications. In 1994 Postreform II
followed, leading to the creation of Deutsche Post AG, Deutsche Telekom AG and
Postbank AG and, from 1995 onwards, the stepwise privatisation of the Post Office.
In 2000, the latter was completed when Deutsche Post AG went public and was listed
on the Frankfurt stock exchange.

In 2004 Deutsche Post acquired DHL International, and through other acquisitions
the newly-founded Deutsche Post DHL Group has grown into the world's largest lo-
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gistics multinational. With a 547,000-strong global workforce in 2018 the Group at-
tained a turnover of over Euro 61 billion. But not everyone was a winner. In its post
and package division, Deutsche Post DHL Group recently employed around 155,000
employees in Germany, less than half of those employed at the start of the privatisa-
tion - a loss that was not compensated by the creation of jobs with competitors in the
post market. Also, in the 2010s Deutsche Post DHL replaced numerous full-time con-
tracts in the areas of post sorting, preparation and delivery with part-time contracts
or ‘mini-jobs’” (Engartner 2014). In 2018 the firm even outsourced 13,000 employees to
a subsidiary with wage levels 25% below those of the in-house collective agreement,
a move strongly opposed by the trade unions. In July 2019, following agreement with
ver.di, the service union, this was reversed and the subsidiary returned into the com-
pany CLA.

Overall, the German postal, courier and express services sector is characterized by in-
creasingly precarious working conditions and low wages, especially in companies
not subject to a collective agreement. According to German employment statistics, in
June 2018 the sector accounted for 427,000 employed of which 128,000 (30%) worked
part-time while 123,000 (29%) were employed in mini-jobs. The fact that between
2007 and 2017 the median monthly gross earnings of full-time postal employees fell
by over 13% (Deutsche Bundestag 2019) points to an increasing share of low-wage
workers. The reduction of jobs at Deutsche Post DHL Group has been accompanied
by the massive thinning out of the country’s postal services and the branch store net-
work operated by Deutsche Post on behalf of the German citizens. Whereas in 1983
around 29,000 post offices were operational in the former Federal German Republic,
after the 1990 reunification only about 12,000 offices could be found in the whole
country.

3.4 New Public Management and the functioning of public services

3.4.1 Social considerations confronting commercial interests

After almost 30 years of NPM in the five countries that most concern us in this book, a
clear shift can be seen in the general perception of public services and how and under
what conditions they are performed. In all five countries and in much public debate it
has become clear that social considerations have, in many instances, given way to com-
mercial interests. What were once defined as collective tasks have to a considerable
extent been privatised or, if still directed by public authorities, outsourced to private
companies and subjected to market forces. Public authorities repeatedly have had to
take on different roles, either as either as service providers and/or as a regulator
and/or a purchaser. When roles have had to be combined, internal conflicts have
tended to arise and a lack of steering mechanisms have often been apparent. Moreover,
the use of NPM techniques such as benchmarking have frequently appeared to be
sloppy and rather haphazard, especially when confronted with budget constraints or
when connections with digitalization are sought.
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From the 1980s onwards in all five countries parts of the public sector have been ne-
glected and have shown signs of underfunding; this has most notably become visible
in health and home care, public transport (in particular hitting remote areas), and
postal services. The use of information technology (IT), latterly dubbed ‘digitalization’,
has often been suggested as a solution to curb the disadvantages of this neglect. In-
deed, as in all sectors of the labour market the public service across the EU has shown
a constant drift towards advancing the use of IT. IT consultants and lobbyists often
advertise digitalization as the main road for achieving the effectiveness and availabil-
ity of public services - especially in transaction-intensive operations such as taxation
and social security administration where it enables citizens/customers to take respon-
sibility for handling their own matters. On the other hand, organisational advantages
linked with IT use such as specialization and centralization, cost efficient as they may
be, will from time to time conflict with basic democratic demands like the accessibility
of services for citizens. An important issue here is the accessibility of these services
through call or contact centres. They have developed into dominant communication
conduits but are often experienced by consumers as being of quite limited value. In
particular, elderly and lower-educated citizens continue to report accessibility prob-
lems and difficulties with this type of communication (See section 6.3.6 for call centre
work).

The tensions between potential advantages and risks of advanced IT poses for the pub-
lic service, not least for the occupational safety and health of public service workers,
were highlighted in sessions in a European trade union conference in 2016. Research
results were presented here that largely corresponded with the authors” early experi-
ence concerning the digitalization of public services. The results demonstrated the
need for public employees and their representatives to be an integral part of the related
planning and implementation processes. This should include the development of non-
digital alternatives for those who cannot, or do not want to be connected with digital
services (EPSU website).

3.4.2 Employment and job quality threatened

The application of NPM could have serious effects on the functioning of public organ-
isations and their workforce if budgets are cut without compensating measures such
as removing tasks from the public service or funding additional investment. Often,
budget cuts are based on assumptions that with greater digitalization, the public sector
can ‘work smarter” and attain similar productivity gains as those assumed to be avail-
able in private services. Evidence underpinning such assumptions is mostly weak. The
resulting overestimation of productivity gains often ends up in understaffing, with
negative effects on job quality and a worsening work-life balance for considerable
numbers of public employees. The impact this has on public sector employees was
amply demonstrated by the strike action that emergency service workers in hospitals
in France undertook for several months in Spring 2019 to alert the public authorities
and public opinion to the critical situation in which they found themselves. Put simply,
the number of patients continued to increase while hospital staffing remained at the
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same level. In the course of the 2019, the entire French medical profession has sounded
the alarm about the lack of staff and resources. In this respect the high scores reported
in Chapter 6 (section 6.2.3) for the French health (and education) workers on a number
of indicators for work intensity underpin the general discontent that has been manifest
amongst the medical profession in France. In 2015-2017 junior hospital doctors in the
UK similarly went on strike to highlight and fight against understaffing and proposed
changes in their shift patterns which they considered to be unsafe for patients.

Authorities initiating NPM have seemingly failed to appreciate the need for flanking
policies to underpin further IT investment. Neither have they given sufficient consid-
eration to raising service quality in response to the demands of citizens. Such short-
comings have inevitably put a lot of strain on management and employees often re-
sulting in heavier workloads, higher work-related stress levels, and increasing sick-
ness rates. A common constraint here has been the tendency to ignore or at least un-
derestimate the long-term cultural conditions that surround the organisations in ques-
tion together with their likely resistance to change. Thus, confronting classical bureau-
cracies where centralized decision-making has hitherto been dominated by political
considerations with the harsh laws of competition and competitors ‘out there,” was
certain to provoke resistance where jobs and job and service quality were perceived as
being under threat. Major steps are plainly required to overcome bureaucratic rigidity
and negative attitudes such that public services can quickly develop effective re-
sponses. However, since decision-making largely remains embedded in political pro-
cesses with critical feedback loops to political stakeholders, such steps will mostly re-
quire more time than comparable processes in the private sector.

A social dialogue can play an important role to help lower the tensions that may arise
between political decision-making and the involvement of employee representatives.
Experience from the Netherlands and Germany illustrate that such problems for em-
ployee representatives and shop-floor workers alike tend to be further aggravated
when foreign investors and equity funds show up. Although it should be noted that
there is no hard and fast rule that NPM and privatisation result in larger shares of
foreign ownership in employment. For example, between 2008 and 2014 the foreign
investment share in telecom employment nearly doubled in the Netherlands --from 23
to 43%--, grew less in France and Germany but fell in Sweden and the UK (Van
Klaveren and Gregory 2019: Table SA5.4).

3.4.3 Improved public services?

It is the common experience of labour consultants (and certainly shared by the authors
of this book) that changing a bureaucratic organisation into a competitive entity is an
intricate and delicate process that can take several years. Even in medium-sized organ-
isations, with some 500 to 1,000 employed, these processes may last at least four or five
years. Moreover, in the course of the change process, different options for realizing
such a turnaround almost inevitably crop up. When confronted with major uncertain-
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ties and perhaps a lack of flanking policies or financial means, socially oriented man-
agement may be inclined to slow down changes -- thereby risking a collision with po-
litical principals locked into the promise of quick gains. Another management strategy
may be to focus on mobilizing as many resources as possible to execute the scheduled
plans. Though initially such “‘maximising’ strategies seem to be more conflict-avoiding
they may be inherently risky from a financial viewpoint.

It remains questionable whether NPM-type reforms have improved public service lev-
els, and have delivered ‘more value for money’ for citizens or better accessibility to
public services. We are not aware of any comprehensive evaluation studies in this re-
spect. Even in the Netherlands, where policy evaluations are an obligation in most
cases linked to legal changes, detailed studies taking into account longer-term out-
comes are lacking. Most available studies on NPM and restructuring conclude that on
average, short-term results concerning efficiency and productivity remain below ex-
pectations. Whilst little evidence of vast improvements can be found, some aspects of
good practice can be seen in different sectors and countries (cf. EPSU 2014). The best
we can say from the research evidence is that the picture is mixed with some studies
showing improvements in the availability of public services and in choices for citizens,
while others reveal that long-term investments have been neglected and the focus on
cost effectiveness has resulted in deteriorating service levels. Overall though, in the
five countries under scrutiny ‘people-centric public services’, according to the OECD
(2019: 27) an ideal to be pursued, seems to be rather far from being achieved.

For the Netherlands in particular, there is on balance no “hard” proof of considerable
improvement in public services related to NPM. Discussions with involved labour and
management consultants indicated that the most positive (or least negative) outcomes
mostly have been attained in cases where management opted for careful approaches
and piecemeal changes (cf. Veraart 2019; see also EPSU website). The fact that NPM-
like reforms in France, the Netherlands, Sweden and the UK largely coincided with
governmental austerity policies has definitely contributed to these rather bleak results.
Yet, the lack of adequate preparation and organisation for these change processes may
have had an even greater negative impact. As far as we can see, this last conclusion
holds for four of five countries with the possible exception of Germany (cf. Keune
2018).

We should draw attention to the fact that the Dutch evaluations of NPM-type reforms
have excluded two major issues. First, they have hardly touched upon negative exter-
nal effects. In this respect it is worth noting that Dutch experts in cyber security and
public safety have recently warned that if private parties remain after liberalization
and privatisation, although regulators may be in place, the controlling and supervising
agencies may have been so minimized and understaffed that the risks of calamities
could increase in crucial activities. In this respect, the experts mentioned garbage col-
lection and waste treatment, along with bridge, canal/river and road maintenance.
Similar failures have been noted elsewhere. In 2017 in Sweden, for instance, outsourc-
ing the administration of information on vehicles and drivers’ licenses to an MNE even
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led to a government crisis: the system lacked a security clearance for foreign employ-
ees allowing foreign IT contractors access to information partly of military importance.
The second failing which is particularly odd in the Netherlands at least, is that evalu-
ation and monitoring have hardly covered the consequences for the public sector
workforce. We will return to this key issue in our last section.

Case 3.7. Taking care of redundancies at a privatised telecom operator (Sweden)

After the Swedish telecom market was deregulated, Telia, the former Swedish mo-
nopolistic state-owned telecom company had to face new competitors. This led to
downsizing and the need to change skills and competences. Management and the
three unions concerned started a close cooperation, partly through intensive consul-
tations between top management and the union chairmen on strategic issues and or-
ganisational development. Inevitably, redundancies had to be negotiated and man-
aged. This was achieved by setting up a redeployment organisation where redundant
employees over a period of three years got the opportunity to be trained and/or to
look for other jobs. After consultation with the unions, local management decided
who would become redundant. These latter were then transferred to the redeploy-
ment organisation. Labour consultants, including ATK, played a key role in shaping
and supporting the new organisation.

3.4.4 Regional employment creation

Organisational change in public services related to NPM such as specialization and
centralization can also be at odds with demands of regional politics to safeguard and
uphold employment all over the country. In various European countries such employ-
ment creation has been an objective of regional development and part of public policy.
Public services, notably in the 1960s and 1970s, were often relocated from administra-
tive capitals to remote areas or smaller cities. In the Netherlands and Germany such
relocation initially met significant employee resistance but were mostly evaluated as
being rather successful. However, elsewhere the picture was mostly negative. Fre-
quently key employees were opposed to being relocated while in the ‘receiving’ areas
the right skills were often in short supply. In a vast country like Sweden, the willing-
ness of employees to be relocated, with all the personal disruption that this entailed,
was naturally rather limited. In any case, after 2000 such strategies for regional em-
ployment creation appear to have dried up across Europe. The linkage with NPM here
is not clear but it may well be that telework has offered an alternative allowing work-
at-a-distance in public administration. Since such practices require the recasting of
managerial and control tasks there are new risks involved which the case below illus-
trates.

Case 3.8. Restructuring and relocation at the ordnance surveys authority (Sweden)

Over the last five years Lantmadteriet - the central authority for ordnance surveys and
geodata - with over 60 offices across Sweden has undergone a process of consolidat-
ing their operations to fewer locations. A first attempt at concentrating the work of
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the geodata division was not completed due to the risk of losing skills and compe-
tences. This risk was pointed out by the unions and the concerned local offices and
also highlighted by ATK, the labour consultant hired for the project. This was not just
a case of cost effectiveness (scale of operations) but mainly of problems in recruiting
land surveyors who turned out to be a rather scarce academic resource. A proposal
from ATK was agreed which contained a slow closure process involving only the
smallest offices, resulting in a 20% cut in offices over a period of two years. This was
mainly accomplished through attrition and relocation to nearby offices.

3.5 Trade union response and social dialogue

Beyond the UK, in the four other countries that concern us, national collective bargain-
ing and social dialogue platforms have continued to exist over the years. As a result,
public sector unions have been able to make arguments and use power resources at
national negotiation tables. From the early 1990s onwards, negotiations on NPM took
place in Sweden, followed by the Netherlands and Germany. Studies by EESUN mem-
bers suggest that the mechanisms used in the four countries converged over time
though differences due to varying traditions and cultures could also be observed. For
example, in Sweden changes were anticipated and negotiated, with transition periods,
job security agreements et cetera, while trade unions and management explored ways
to create win-win situations. On the other hand, in France it has become increasingly
difficult for the unions to achieve results by this route as the government has evidently
come to resent the unions” opposition to NPM and privatisation. French unions, nota-
bly in the post and telecoms sectors, vigorously criticized how management had con-
ducted changes, which in turn had a strong public impact. Following on from this, the
organisations subject to this criticism were forced to revise their models of social dia-
logue.

In keeping with their respective industrial relations traditions, the German and Dutch
approaches to tackling NPM and privatisation were somewhere in the middle of the
spectrum. From a trade union standpoint, the focus has been on preparing and laying
down claims, seeking publicity to support union negotiators and advertising bargain-
ing results. However, in Germany and the Netherlands the social dialogue is not as
structured as it tends to be in Sweden; neither do social dialogue results move easily
between the various union and Works Council layers. Researchers and labour consult-
ants have though played their part in improving such communication streams.

Public sector unions have both a stronger and a weaker position than their colleagues
in the private sector in influencing changes. Stronger in the sense that union density in
the public sector remains substantially higher than in the private sector. Thus, actions
can be based on strong membership positions and union viewpoints cannot be ne-
glected or rejected as being unrepresentative. Weaker in the sense that public sector
unions ultimately have to accept that political decisions are based on democratic pro-
cesses and under normal conditions political democracy should not be contested by
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workplace democracy. Nevertheless, politicians may be highly sensitive to the views
of public employees where they make up an important part of their electorate.

Some forms of NPM are more controversial than others. These forms may directly
challenge traditional political and bureaucratic ways of organizing public services.
Values such as justice, legality and equality are challenged by values such as choice,
cost effectiveness and market efficiency. Recently in all five countries trade union re-
sistance to NPM, privatisation and outsourcing tended to be fierce where the wages
and conditions of low-paid employees were deteriorating. Professional groups like
teachers, nurses and doctors may also use their ‘insider” positions in changing educa-
tional or health care systems for the better. However, low-paid groups may feel forced
to take recourse to ‘outside’ power resources - first, of course, their trade unions, but
also to client and other interest groups and social movements, opposition parties, and,
ultimately, the general public. Their public appeal can be enhanced if they succeed to
link privatisation and outsourcing convincingly with failing service quality, labour
shortages and understaffing. In 2018 and 2019 notably in the UK, Sweden and the
Netherlands garbage collectors and workers in cleaning or home care have managed
to do this (cf. AIAS-ETUI Collective Bargaining Newsletter, 2018-2019).

While the public sector in the 1980s and 1990s was seen as an attractive employer, trade
unions now argue that over recent decades it has been losing this position. The ad-
vance of liberalisation and privatisation, fuelled by the ‘NPM wave’, has challenged
the notion of guaranteed lifelong employment in the public sector right across Europe
including the five countries we are most interested in. In its place has come a growing
amount of low-paid and highly insecure jobs. Those who keep their jobs often find
themselves confronted with heavier workloads, stricter management control, some-
times ill-functioning IT systems but also rising expectations and demands from the
citizens using public services - all in all conditions with which it is often hard to cope.

It is worthwhile questioning whether social dialogue in the public sector at EU level
can support the coping processes needed here. At this level unions and employers
have agreed on a Code of Conduct related to managing change. Important aspects in
this Code are aimed at developing the social dialogue both in anticipating and man-
aging change, along with a focus on HR management capabilities and the mobilisation
of line management. The ‘real work’ in the European social dialogue, however, is
mainly taking place in the sectoral committees. Some of their declarations seem useful
for employee representatives in daily practice. For example, trade unions and employ-
ers cooperating in the EU Committee on Local and regional governments in a Joint
Statement in 2011 expressed their deep concern about the effects of the crisis on job
quality and the quality of services at local and regional level. More recently, they com-
mitted to once again promote the high quality of those services. These social partners
have also adopted a critical stance on the consequences of NPM policies for their sec-
tor, linking this with the need to deal with the effects of cutbacks across the EU and
the subsequent forced restructuring of public services (cf. Ramos Martin 2018: 10-12).
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3.6 Good practice

We can add some good practice suggestions derived from this chapter.
In our view it is vital

where work organisation is an issue, that:

GP11 where restructuring processes include public procurement, employee repre-
sentatives, union officers and labour consultants should evaluate whether pro-
curement conditions guarantee the maintenance of fair wages and conditions
and do not undermine the long-term job security of incumbent staff or the
quality and accessibility of services to be delivered;

GP12 employee representatives and union officers should mobilize public opinion
where public procurement or other forms of privatisation or liberalisation,
threaten the continued existence of fair wages and conditions or the quality
and accessibility of services to be delivered,

and broadening to connected institutions and policies:

GP36 in cases of public procurement or other forms of privatisation or liberalisation,
external providers should be subject to effective and democratic control with
the maintenance of fair wages and conditions as a major yardstick along with
a commitment to implementing meaningful social dialogue with their employ-
ees.
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CHAPTER 4. A CHANGING LABOUR MARKET; NEW COMPETENCE
DEMANDS AND THE MANAGEMENT OF CHANGE

4.1 Introduction

As indicated in Chapters 2 and 3, structural change often takes on a variety of forms
that almost inevitably come with initial threats to job security. Restructuring fre-
quently also challenges both the established patterns of work organisation and the
skills and competences of the existing workforce. Neither are companies with profita-
ble operations nor highly rewarded public services immune to such shocks. Clearly,
the challenge for EU and national institutions along with management and employee
representatives further down the line, is to find ways to strengthen the added value
and hence employability of the workforce, while simultaneously securing the sustain-
ability of firms and the accessibility of public services.

In this chapter we look at the different strategies used in restructuring processes and
assess how employee representatives and labour consultants have been involved in
finding socially acceptable outcomes. We start by assessing the impact crucial devel-
opments in European labour markets have had on HRM strategies and social dialogue.
To this end, we present examples of change processes and the skill formation and re-
deployment counter measures that have emerged from social dialogue and the in-
volvement of labour consultants. Our objective here is to show, in particular, how so-
cial dialogue can influence the choice of organisational strategies to enhance workforce
employability whilst also securing long-term sustainable employment opportunities.

4.2 Changing demand and supply conditions in the labour market

4.2.1 Labour market policies as balancing acts

Structural change imposes new demands on the labour force, that much is very clear.
Technological change and the mobility of capital have opened the way for manage-
ment strategies and business models to crank up demands for evermore flexibility
from the workforce. Acceding to such demands, often with government encourage-
ment, has, in many instances, heralded the end of ‘lifelong employment” and ushered
in precarious employment forms. On the supply side, EU nations have had to cope
with the generally higher level of education young entrants bring to the labour market
alongside an increase in the participation rates of women. Also, policy makers right
across Europe have been increasingly challenged by an ageing workforce and an in-
crease in migration (See Chapter 5 for a more extensive elaboration of the demographic
challenge).

More than ever labour market policies have become balancing acts. Both at national
and EU level, skill and competence issues have gained in strategic importance, as na-
tions have searched for the path towards the ‘holy grail” of a post-industrial knowledge
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and information-based society. At both policy levels different initiatives have priori-
tized IT competence as a part of the digitalization process at one extreme whilst at the
other end of the spectrum improving labour market access for the long-term unem-
ployed, migrants and the generally disadvantaged has also been high on authorities’
lists. In the course of the 2000s building social dialogue has been recognized across
Europe as an important conduit to deliver these outcomes (cf. Winterton 2007; Heyes
2012).

At company level, demands for higher IT competence to cope with digitalization and
new ways of working have become commonplace combined with functional flexibility
as an additional requirement. Functional and numerical flexibility have also become
increasingly intertwined. For many years organisations have achieved numerical flex-
ibility strategies through the use of part-time work, fixed-term contracts, overtime,
variable working hours and, ultimately, lay-offs. As we will indicate, the adverse ef-
fects of such strategies have been thoroughly mapped. Latterly, further flexibilization
and individualization of employment relations have appeared in the shape of the so-
called “gig’ or platform economy where companies use digital platforms to offer a
range of services from taxis to food and freight delivery. Recently highly negative ef-
fects of such extreme flexibility have come to the surface. They can be found in low
and insecure incomes and poor working conditions that may also undermine labour
standards on a much wider scale (for greater detail on the gig economy see Chapter 6).

Even in the group of five Northwestern European countries we highlight in this book,
the main characteristics of national labour markets show considerable differences. In
the following chapter we show how the differing employment rates affect the eco-
nomic and social conditions of the various age cohorts across the five countries. For
the moment it is sufficient to note that employment rates diverge considerably. For
example, whereas in 2017, 85% of Swedish men and 80% of Swedish women aged 20-
64 were gainfully employed, in France such shares were 75% and 68% respectively,
with the other three countries taking positions in between.

4.2.2  Structural change: shifts in skill and wage levels

Eurofound’s European Jobs Monitors 2015 and 2017 revealed structural change in Eu-
ropean labour markets being driven both by the financial crisis and by changes in com-
petitive structures and technology. These studies identified job shifts occurring be-
tween 2008 and 2014 and between 2011 to 2016 throughout the range from high to low
job quality. For the EU in general polarization was the dominant outcome. Employ-
ment growth showed up in high job quality level/high wage jobs (the “top-20%") in
most sectors, with a strong decrease in middle level/medium paid jobs and a moderate
increase in low job quality level/low paid jobs (the “bottom-20%"). In most (but not all)
sectors upgrading could be seen, with high job quality level/high wage (‘core”) work-
ers attaining stronger positions. By contrast, in the crisis years 2008-2010 significant
employment losses could be seen in the lower-middle and middle-level jobs, with only
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weak recovery afterwards at these levels. We should add that between 2008 and 2016
the five countries we studied showed rather diverging trends:

. after initially small changes, France showed strong growth in the middle and
high-level jobs but decreases in lower-middle level jobs;

. after an initial increase in low and middle-level jobs, Germany from 2013 on-
wards revealed a strong growth in high-level jobs;

. during and directly after the crisis the Netherlands showed a strong rise in high-
level jobs but, surprisingly, from 2013 employment growth was mainly in low-
level jobs;

. the UK showed an increase in all job levels but it was particularly marked in
high-level jobs;

. Sweden showed consistent rises in high-level jobs.

Drawing on Eurofound and other studies we can see the lowest and lower-middle job
quality level/ lowest and lower-middle paid jobs (the ‘bottom-40%") were quite vul-
nerable across the EU. This is confirmed by actual labour market figures for the five
countries as well as forecasts on how the penetration of digital technologies and off-
shoring might affect labour markets in the near future. We now examine national la-
bour markets concentrating on vulnerability and flexibility.

4.2.3 Vulnerability and flexibility in the labour market

Using four indicators for labour market vulnerability, official figures for 2018 again
point to considerable divergence across the five countries: see Table 4.1 (next page). In
particular the outcomes concerning the shares of involuntary part-time workers and
workers with temporary contracts showed a wide variation. For male workers the
share of involuntary part-time work in total employment remained below