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Executive summary

Why a Green Paper?

This Green Paper is about the scope for
improving employment and competitiveness
through a better organization of work at the
workplace, based on high skill, high trust and
high quality. It is about the will and ability of
management and workers to take initiatives, to
improve the quality of goods and services, to
make innovations and to develop the prod-
uction process and consumer relations.

The purpose of the Green Paper is to stimulate
a European debate on new forms of organiza-
tion of work to release this potential. The
Green Paper is focused on three questions.

[0 Why a new organization of work, and
how?

] What are the policy challenges of new
forms of work organization?

O Is it possible to establish a new partnership
for a more productive, participative and learn-
ing organization of work?

Towards a new organization
of work — why and how?

The traditional organization of work, based on
the ideas of industrial mass production, has
been questioned more and more during the last
20 to 30 years. A number of organizational
changes have been tried in order to improve
productivity, quality and working conditions
(quality circles, just-in-time systems, team-
work).

In parallel with these many different trends
there is now a more fundamental change in the
organization of work, a shift from fixed sys-
tems of production to a flexible, open-ended
process of organizational development. This
new concept of a process of continuous change
is sometimes described as ‘the flexible firm’
and the workplaces as high trust and high skill
workplaces. There is no one model, but an
infinite variety of models, which are constantly
being adapted to the circumstances of the
individual firm and its workers.
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The transformation can be explained by three
factors representing change: human resources,
markets and technology.

There are already a number of case studies
demonstrating the potential for productivity and
prosperity of a new organization of work.
However, the great majority of firms — and
public authorities — are still in the traditional
form of work organization. The diffusion of
new practices seems to be slow.

The policy challenges

The policy chatlenges could be summarized in
one question: how to reconcile security . for
workers with the flexibility which firms need.
This raises a number of issues for the public
authorities and the social partners across the
spectrum of employment, education and social
policy areas:

[ how to organize the necessary training and
retraining, so that the workforce can meet the
increasing needs for skills and competence;

0 how to adapt social legislation to take
account of new employment trends;

[1 how to change wage systems along with the
organizational structures on which they are
based;

[ how to adapt working time arrangements in
the light of the new situation;

[0 how to take advantage of the new employ-
ment trends with regard to equal opportuni-
ties;

[J how to develop more flexible organizations
in the public services;

I how to provide adequate support to firms, in
particular small firms, who wish to change, but
lack the resources or expertise to do so.

Building a partnership
for a new organization of work

The Green Paper invites the social partners and
public authorities to seek to build a partnership
for the development of a new framework for
the modernization of work. Such a partnership
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could make a significant contribution to achiev-
ing the objective of a productive, learning and
participative organization of work.

The word ‘framework’ should be given a broad
interpretation. It could include every-
thing from the creation of a common understand-
ing of the importance of new forms of work
organization, through joint declarations, to
binding contractual or legal initiatives. The
level and content of such a framework has to

be clarified through discussions in the social
dialogue.

The Commission would like all interested par-
ties to develop their views on how these
objectives could be reached and how all poli-
cies, whether they are public policies or poli-
cies for which the social partners are responsi-
ble, could be mobilized to create a new frame-
work to modernize work and the economy.

S. 4/97



Introduction: What are the aims

of the Green Paper?

1. This Green Paper is about the scope for
improving employment and competitiveness
through a better organization of work at the
workplace. This need to improve the employ-
ment situation by increasing competitiveness
has been at the heart of EU policy and was
given added impetus with the publication of the
White Paper on growth, competitiveness and
employment in 1993. It has been a main theme
at all the meetings of the European Council
since then and is a central element in the
Commission’s pact for confidence in employ-
ment. In the course of the discussions on the
pact, the Commission sent a questionnaire to
the social partners and prepared a synthesis of
the responses received.! More recently, the
Furopean Council in Dublin emphasized the
importance of adequate benchmarking.

2. This Green Paper has also to be situated in
the wider context of the various Community
initiatives related to employment, competitive-
ness and new technologies, for example, the
Monti group on taxation, the social security
initiatives, initiatives in the area of new tech-
nologies, and the Davignon group on workers’
involvement in Europe.

3. The European employment strategy calls for
an integrated approach, whereby all the rele-
vant policies, including macroeconomic and
structural policies, contribute and support each
other in the fight against unemployment.
Improvements in flexibility of work have been
highlighted as essential elements of this stra-
tegy. For example, the European Council,
meeting in Essen in 1994, stressed the need to
increase the employment intensity of growth, in
particular by a ‘more flexible organization of
work in a way which fulfils both the wishes of
employees and the requirements of competi-
tion’. But while much has been written about
the need for flexibility of the labour market and
its regulation, much less has been said about

i This summary was distributed on the occasion of the
round table organized by the Commission with the
social partners on 30 April 1996 on the pact for
confidence in employment.
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the need for flexibility and security in the
organization of work at the workplace.

4. One of the main aims of this document is to
redress this balance by concentrating on this
aspect. of the wider employment debate. An
improved organization of work will not in itself
solve the unemployment problem, but it can
make a valuable contribution, firstly, to the
competitiveness of European firms, and sec-
ondly, to the improvement of the quality of
working life and the employability of the work-
force.

5. Research has demonstrated that a renewal of
the organization of work is of fundamental
importance for improved productivity. The
White Paper on growth, competitiveness and
employment? highlighted organizational cap-
acity as one of the key components of a
firm’s competitiveness. The Commission’s first
action plan for innovation in Europe3 also
stressed the importance of organizational
innovation for growth in employment.

6. Work organization itself is a broad subject,
including, as it does, most aspects of the way
work is organized in and between firms, the
relation between the social partners, the organ-
ization of the labour market, the relationship
between work and the organization of society.
There is an intensive debate about the role of
work in the future and there are many ongoing
research projects that wiil further improve our
understanding of the new working life.

7. In particular, the Commission’s Green Paper
on living and working in the information soci-
ety: people first, covered a wide range of issues
related to the introduction of new technology
and the organization of work, some of which
are developed further in this Green Paper. At
the same time there are issues dealt with in the
present Green Paper, which are not related to

2 Growth, competitiveness, employment: The challenges
and ways forward into the 21st century, Chapter 2.3 b,
Supplement 6/93 to the Bulletin of the European
Communities.

3 “The first action plan for innovation in Europe:
Innovation for growth and employment’, COM(96)
589 final and Supplement 3/97 to the Bulletin of the
European Union.



new technologies and the information society,
notably those related to the evolution of the
workforce and of consumer requirements.

8. The present Green Paper does not seek to
cover all aspects of this vast area. Instead it
seeks to concentrate on developments in work
organization in firms and public bodies in the
context of the economic and social environ-
ment. Thus, in this paper, work organization is
taken to mean the way in which the production
of goods and services are organized at the
workplace. The focus is on a new organization
of work. While there is no one model, this
concept implies, in particular, the replacement
of hierarchical and rigid structures by more
innovative and flexible structures based on high
skill, high trust and increased involvement of
employees. The focus is emphatically not on
short-term cost-cutting measures.

9. It should be emphasized that this Green
Paper is concerned with the organization of
work in all types of workplace and in all
sectors of activity. Though much of the lan-
guage, much of the experience and many of the
examples relate to large firms in manufacturing
industry, the new innovative and flexible struc-
tures are often just as appropriate in small firms
as in large, and in services, including public
services such as health, education and environ-
mental services. The development of new
forms of work organization in SMEs, in partic-
ular, is of central importance, given that they
are the main source of nhew jobs.

10. The modernization of the organization of
work can only be achieved by the firms them-
selves, involving management and workers —
and their representatives — and taking into
account the diverse nature of the situation in
each sector, company or organization and the
speed of change.

11. But the new organization of work also
poses challenges to policy-makers — whether
they be public authorities, social partners or
non-governmental organizations — and at all
levels: local, national and European. In particu-
lar, the challenge is how to develop or adapt
policies which support, rather than hinder, fun-
damental organizational renewal and how to
strike a productive balance between the inter-
ests of business and the interests of workers,
thereby facilitating the modernization of work-
ing life. An essential objective is to achieve
such a balance between flexibility and security
throughout Europe.

12. All Member States are facing similar chal-
lenges both with regard to labour productivity,
competitiveness and employment and with
regard to achieving the right balance between
flexibility and security of employment. There is
much to learn from progress made in other
companies and in other Member States. The
Commission hopes that this Green Paper will
further stimulate the debate at European and
national level on the organization of work
among all the actors involved and that the
outcome of this debate will be a new frame-
work for the modernization of working life
based on partnership.

‘A cooperative approach to a different
organization of work within the firm will
improve industrial relations, allow greater
worker participation in decisions and
potentially lead to a better product quality.
The latter in fact represents an essential
component in any strengthening of the
competitiveness of the European economy.’
(Ciampi report.)
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1: Towards a new organization of work —

why and how?

13. For almost a century the organization of
work was usually founded on the same basic
principle: a hierarchical top-down organization
with a high degree of specialization and simple,
often repetitive, jobs.

Mass production

14. This type of organization was developed as
a tool for the emerging industrial society, the
transformation of the economy from handicraft
via manufacturing to industrial mass prod-
uction. Europe can be described as the cradle of
the manufacturing society and the USA as the
cradle of the mass production system. The
ideas were developed originally in the US car
industry, which became the role model for
successful industries.

15. During the 20th century, this type of work
organization spread all over the industrialized
world. The rebuilding of European industry
during the post-war period was based on the
concept of the mass production system. This
production system contributed for several dec-
ades to an unprecedented growth in productiv-
ity and prosperity.

Step-by-step improvements

16. However, during the last 20 to 30 years, the
limitations of this way of organizing work have
become evident. One major problem has been
that under the traditional system the work is
split up into narrow functions with short, repet-
itive work cycles. The way work is done is
prescribed in detail. The system does not give
sufficient room for a process of upgrading and
innovation. For continuous improvement to be
possible, it is important to involve the workers
themselves and in order to be involved they
must have the possibility of exercising judge-
ment, developing social contacts and learning.
These are the points where the traditional mass
production system becomes too much of a
hindrance. The workplace has to be opened up:
to flows of ideas, to suggestions, to learning, to
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improvement. Initially, this was done through
the introduction of a parallel development or-
ganization, such as quality circles. The idea
was to make step-by-step improvements, day
by day, to get visible results over time, instead
of waiting for a crisis to occur.

17. The need for such improvements has been
more apparent the more the service sector has
grown and the more services are integrated into
the traditional production of goods. As a con-
sequence, both management and workers have
been looking for new ways -of improving prod-
uctivity and working conditions. We have seen
a number of efforts and experiments: new
forms of teamwork; just-in-time production
systems, lean production, ‘kaizen’ (continuous
improvement), total quality management, eco-
management, benchmarking, etc.

The flexible firm

18. Both the traditional form of organization
and that based on step-by-step improvements
still exist and will continue to do so for many
years. But in parallel, a more fundamental
change in the organization of work is emerg-
ing, a shift from fixed systems of production to
a flexible, open-ended process of organizational
development, a process that offers new oppor-
tunities for learning, innovation, improvement
and thereby increased productivity.

19. This new concept of a process of contin-
uous change is sometimes described as ‘the
flexible firm’ and the workplaces as high trust
and high skill workplaces. There is no one
model, but an infinite variety of models, which
are constantly being adapted to the circum-
stances of the individual firm and its workers.
The transformation can be explained by three
factors representing change: human resources,
markets and technology.

O Human resources. In traditional economic
thinking, labour is a factor of production simi-
lar to land and capital — a cost to be reduced.
In a knowledge-based economy, however, peo-
ple represent a key resource. Organizations are
valued not only on the basis of their products
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