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Introduction

If Europe is to reach its goal of becoming the most competitive and dynamic knowledge-based economy in the world by 2010, workplaces must be geared for constant change and innovation.   While efforts to support workplace change are underway in a growing number of countries, EU and national data indicate that across Europe there is a substantial gap between the majority of workplaces today and the dynamic and innovative workplaces that are necessary in the knowledge economy.  The European Employment Task Force has called on Member States to significantly step up their efforts to increase the adaptability of workers and enterprises.  

The purpose of this conference was to highlight the workplace characteristics that will nurture and sustain high performance and innovation in both the private and public sectors.  This was an opportunity to bring together stakeholders and experts from across Europe to consider how workplace change can best be encouraged and supported at both national and European level in order to provide the necessary conditions for ongoing growth and employment in the global knowledge economy.  

The conference was held in the context of the Irish Presidency of the EU, with the support of the European Commission. It was organised by the Department of Enterprise, Trade and Employment in co-operation with the National Centre for Partnership and Performance and the European Foundation for the Improvement of Living and Working Conditions.  

Delegates from 21 European countries, including many of the Accession States, took part in the two days of presentations, discussions and case studies.   A wide range of organisations was represented, including: EU institutions; government departments from a number of European countries; agencies concerned with the workplace, skills, employment, labour relations and enterprise; companies; public sector employers; trade union and employer bodies at both Irish and European level; and academic institutions.  

Mr. Frank Fahey, T.D., Minister for Labour Affairs opened the conference.  Opening addresses were delivered by Mr. Fahey and by Mme. Odile Quintin, Director General, Employment and Social Affairs, European Commission.  Mr. Wim Kok, Chairman of the European Employment Taskforce delivered the keynote address.  Mr. Paul Haran, Secretary General, Department of Enterprise, Trade and Employment and Mr. Dermot McCarthy, Secretary General, Department of the Taoiseach jointly chaired the conference.

BACKGROUND – WORKPLACE CHANGE AND INNOVATION

The conference background paper highlighted that the capacity to anticipate change and manage adaptation to it in a timely and acceptable way is one of the key success factors for competitiveness and wealth creation of companies and economies as a whole.   This requires a general acceptance of change as a fact of life on the part of the individual and the company, coupled with a willingness and capacity to adapt work organisation, skills and competencies, organisational strategies and leadership styles.

The characteristics of successful workplace change and innovation are coming into sharp focus.  Organisations that will thrive in a dynamic, knowledge-based economy are those that can achieve:

· High levels of innovation, change and performance

· Organisation-wide commitment to innovation

· Openness to new organisational models and new ways of gaining competitive advantage

The conference background paper provided research evidence from the EU, the European Foundation for the Improvement of Living and Working Conditions and the Forum on the Workplace of the Future suggesting that European workplaces are not, in general, adapting as rapidly as they need to.   There was agreement among delegates that governments, the social partners, individual organisations and the different sectors of the economy must identify what needs to be done to speed up the pace of change. 

Case studies presented at the conference provided examples of companies and public sector organisations that have stepped up to the challenge of workplace change in a variety of ways, with benefits for customers, employees and the overall  performance and viability of the organisation.   Among the distinctive characteristics of these workplaces are:

· The approach to management is participative rather than hierarchical

· Employees are considered essential to innovation 

· There is investment in skills and training in the context of the workplace

· Diversity is treated as a source of competitive advantage

· The value of better work-life balance is recognised

· Leadership capability is built at all levels of the organisation

MAIN CONFERENCE THEMES

Central themes of the conference were: 

a) That workplaces must rapidly become much more adaptable and flexible if Europe is to grow employment and sustain competitiveness

b) That it is not enough to respond to changes affecting the workplace and the labour market as they happen – the organisations that prosper will be those that are pro-actively geared for constant change and innovation

c) The characteristics of high-performance workplaces and how they build the skills and adaptability of their workforce to deal with technological change, innovation and new competitive challenges  

d) That engaging employees in the change process is essential for sustainable workplace transformation.

Issues that dominated the discussions included:

· That the future of European economies depends on greatly increasing the capacity for knowledge-based innovation 

· Much more attention needs to be focused on the organisational conditions needed to encourage innovation and more rapid diffusion of new technology

· Organisations, both private and public sector, are exposed to rapid, unpredictable change in the external environment and must respond by becoming more flexible and adaptable

· Abstaining from workplace change is not an option; the pace of change must be increased in all sectors of the economy.

· Creating win-win situations for workers and organisations requires stakeholders to leave behind their traditional mindsets and to find ways of ensuring that flexibility serves the interests of workers as well as employers and shareholders

· There is a significant communications gap in terms of explaining to the public at large why workplace change is essential – government and the social partners have a responsibility to make a compelling case for change

· Life-long-learning is a necessity for a knowledge-based economy and an essential factor in ensuring the security of workers

·  Ageing populations intensify the challenge of change facing European workplaces and the need to put in place much more effective systems of life-long-learning. 

OPENING ADDRESSES

Address by Minister Frank Fahey

In his opening address, the Minister underlined that the adaptability of workers and enterprises is a key element in progress towards achieving the goals set by the Lisbon Strategy.  Noting that EU Member countries are already falling behind the targets set at Lisbon, the Minister called on all involved – employers, employees, social partners and policy makers - to come to a shared understanding of what needs to be done at the level of the workplace.  Providing the conditions needed to realise the Lisbon objective of a dynamic, competitive, knowledge-based economy requires employers and employees to embrace new ideas and new ways of working.   It also requires strategies at both national and European level to support the transformation of companies and public sector organisations.   

The Minister noted that Ireland’s Forum on the Workplace of the Future encapsulates for him the task and the challenge that EU Member States face.  The Forum’s approach of broad consultation and stakeholder involvement and promotion of the need for workplace adaptability would, he said, provide a strong foundation for the changes that will need to be made to achieve the Lisbon goals.  

Address by Mme. Odile Quintin

Mme. Quintin told the conference that the modernisation of work is at the heart of the Lisbon strategy and Member countries need to use all the means at their disposal to accelerate the pace of workplace change.  It plays a key role in two major challenges facing Europe:

a) Accelerating productivity growth and raising employment rates requires more rapid diffusion of innovation and new technology; a focus on removing blockages to flexibility at the level of the enterprise, and anticipation of the need for restructuring  

b) Ageing populations require strategies to support the employment of older workers.  Work must be organised more flexibly; enterprises must abandon the practice of early retirement; systems of social protection must make work pay; and there has to be a significantly greater investment in the training of older workers.

Mme. Quintin said that if the enlarged EU is to create a win-win situation for workers and enterprises in the new competitive environment, much greater adaptability is needed on a broad front – for enterprises; work organisation and workers.  This is a key part of Europe’s jobs strategy.

Three important areas of focus at EU level are:

a) Creating a safe and secure work environment for all workers

b)  Promoting more flexible and more varied forms of work so that workplaces are truly inclusive and full advantage is taken of opportunities to create more jobs

c) Creating partnerships for workplace modernisation and reinforcing the capacity of social dialogue

Mme. Quintin emphasised the need for much more exchange of learning and experience between enterprises with regard to new approaches to work organisation and workplace modernisation.  The Dublin-based European Foundation for the Improvement of Living and Working Conditions plays an important role in diffusing information about workplace innovation across the EU.  Conferences such as the present one also help to foster exchange and learning.

KEYNOTE ADDRESS – Wim Kok, Chair of the European Employment Taskforce

Mr. Kok told the conference that Europe has a wide gap to bridge in terms of employment growth and productivity in the context of intensifying worldwide competition.   In order to create more businesses and jobs, the capacity of the workplace to anticipate, trigger and absorb change must be increased. The challenge is to design a way forward that takes full account of the social values and traditions that Europeans share and provides fair opportunities for all.

Future success depends crucially, Mr. Kok said, on investing in the human capital and R&D needed for the knowledge economy. This will affect the employment profile of the EU, the skills requirements of enterprises and how, when and where people work.   

The rapid ageing of the population, already a reality, complicates the challenge.  Europe’s total workforce will start to decline around 2010-2015, requiring an urgent turnaround in the culture of early retirement.  The enlargement of the EU provides an additional dimension of adaptability in this context, Mr. Kok said, opening up new potential for stability and growth.

Mr. Kok emphasised that traditional mindsets about flexibility and security must be overcome - flexibility serves the interest of workers as well as employers.  The most important source of employment security is continuing employability based on skills and capability.  Noting that examples of best practice in combining flexibility and security are to be found in many places, Mr. Kok referred to the contrasting approaches of Denmark and the Netherlands, both successful in their different ways.

The most difficult challenge of all, Mr. Kok said, is to convince the public of the need for workplace change.  Governments and the social partners must make clear to the general public why reform is necessary and in the interests of all.  Reform partnerships of various types must be forged in order to mobilise support and participation among the different stakeholders in society. 

Mr. Kok noted that while the partnership road to reform is preferable, it is not the only route.  With or without agreement from the various parties concerned, workplace reforms have to be achieved.  Abstaining from reform is not an option.

The role of the EU, Mr. Kok said, is to support the efforts of Member States to achieve the necessary reforms and to promote the exchange of best practice.  For their part, Member countries must be willing to learn from one another.  

CASE STUDIES 

Innovation in Action at Intel Ireland

Mr. Jim Kelly, Business Development Manager at Intel Ireland, presented a case study on Intel’s IT Innovation Centre.  Intel is a good example of a company that is shifting its Irish operations up the value chain from a manufacturing focus to a more strategic, intelligence-driven operation.  The pace of change makes it essential for the company to constantly innovate and change in terms of its organisation as well as its products.

The Innovation Centre is a new project for Intel Ireland, designed to provide an environment dedicated to innovation at arm’s length from the existing business.   The Centre is assuming strategic importance for Intel internationally, as an approach to fostering innovation in an industry in which the typical product life cycle is 18 to 24 months.   The Centre has four areas of focus: e-education; e-government; e-health and e-manufacturing.  One of its successes is the award-winning skoool.ie educational resources website.

Innovation is now an essential capability for companies, Mr. Kelly said.  While many of the practices that support innovation are quite simple and straightforward, they require a different mindset from that required for the ongoing business, particularly a tolerance for informed risk-taking without fear of failure.  Companies need to find ways of creating the right conditions within their organisations for this mindset to flourish among their workforce, not always an easy thing to do.  The Innovation Centre has enabled Intel to learn a lot about what works and what does not work.

Innovation and Change at RATP

Mr. Claude Masson, Managing Director of Institutional Strategy at RATP, presented a case study on how a public sector organisation in a highly regulated, highly unionised sector is adapting to a rapidly changing external environment.  

RATP is an example of how a long-established public utility is embracing change.  For over 50 years it has been the principal public transport operator in the Paris region.  Its 43,000 employees are public servants.  Over the past decade, RATP has seen its previously quite stable environment transformed by the liberalisation of the transport market and technological advances.  Faced with competition, new commercial requirements and the erosion of its monopoly position, RATP has accepted the need for fundamental change and has embarked on a process of organisational transformation over the past decade.  This has been done in close collaboration with employees and unions.

RATP’s approach to organisational change is aimed at ensuring that the company has the flexibility and the capacity for organisational innovation needed to ensure its continued success.  This has required moving away from its previously highly centralised, bureaucratic management system.    The change programme has been based on bringing together the needs of customers, local communities and staff.  Its defining features have been: 

a) Decentralised management in order to place decision-making closer to the customer – a major benefit of this has been to enable service innovation on a local basis and greatly increased flexibility 

b) Consultation with service users – through the creation of local service development teams -  so that services are developed in line with the needs of local communities

c) Developing the skills and competencies of employees and managers, linked to a performance management system

d) Social dialogue aimed at developing a new relationship with the unions, based on clearly defined reciprocal obligations and a system of local conflict resolution

e) Development of a customer-care culture, underpinned by customer service competencies of staff and technology-based service innovation.

Mr. Masson emphasised that the transformation of RATP is a long-term endeavour that has to be achieved in partnership with transport users, the communities which depend on the public transport infrastructure and the organisation’s own employees.  This approach has proved robust in bringing about sustainable change with relatively little industrial unrest.

Gorenje – The Industrial System of the Future

Mr. Boro Jerabek, Director of the Innovation Centre at the Gorenje Group, Slovenia, presented a case study on the Gorenje Group. Gorenje, a manufacturer of household appliances, is the leading industrial enterprise in Slovenia, with more then 40 companies worldwide and 9 000 employees.  It is an example of how an enterprise in a traditional manufacturing sector is pursuing a successful strategy of growth based on innovation, people and sustainable development.  

Gorenje has developed an “innovation system” founded on effective management of knowledge within the enterprise.  At the core of this is the Innovation Centre of the Gorenje Group, established in 2003.  Its mission is to develop the sources of future knowledge and innovation needed to develop new products and services.  

Gorenje’s management philosophy is centred on people.  Each individual is important to the company and there is significant investment in training and development, with the focus on encouraging an innovation mindset.  Gorenje also invests continuously in improving the workplace and looking after the well-being of its employees so that they feel valued and safe at work.  Health, safety and the impact on employees are central considerations in the design of new facilities and the introduction of new technologies. 

The principle of sustainable development is integrated throughout Groenje’s strategy and operations, ranging from its technical and organisational procedures to reduction of environmental impact and environmental standards set for the Group’s business partners.

Gorenje considers its organisational culture to be one of its most valuable competitive assets.  The approach to employee well-being that the company has built up over the years encourages informal values such as creativity, commitment and flexibility as well as an overall corporate culture of solidarity, loyalty and security.

Medtronic – Developing the Innovative Organisation

In the highly competitive, rapidly evolving medical components industry, quality and constant innovation are the imperatives.  Some 70 per cent of Medtronic’s revenues come from products that are less than two years old and 80 per cent of its employees are working on newly-developed products.  As part of a global company, Medtronic’s Galway plant not only has to be better than the competition; it also has to maintain its edge compared to Medtronic plants elsewhere in order to continue to attract investment from the parent company.

Medtronic’s organisational priority is to improve its innovative capacity.  An essential part of the company’s approach is to acquire and retain talent.  At the Galway plant, the 1 600 strong workforce is young and highly educated, with 40 per cent holding third-level qualifications.   Medtronic also seeks to draw maximum benefit from its external environment – by working closely with its customers, partnering with third level institutions, participating in change initiatives such as the Forum on the Workplace of the Future and establishing its local supply chain.  

Medtronic also concentrates on improving its capacity for innovation through organisational development.  Key elements of its approach are:

a) Shaping values and assumptions through work design, employee involvement and cooperation between work groups to build trust and a sense of belonging

b) A human process approach to work, based on team-building around shared objectives and structuring work to favour co-operation and integrated decision-making

c) An emphasis on creating a mindset of flexibility and engagement among employees – through creating a shared vision, core organisational values and carefully sequenced HR interventions designed to influence behaviours

d) A strategic approach to human resource development, with the emphasis on learning in action, skills development and leadership development 

e) Keeping in touch with the needs and wants of employees – through constant communication and consultation.

 Questions and discussion from the floor

The case studies prompted lively debate.   Among the issues raised were:

· The importance, for both the organisation and individual workers, of investing in the development of employees so that they are well equipped for change

· The challenge of translating European initiatives at the level of individual workplaces and keeping them in sharp focus, given the huge variety of workplace situations

· The importance of real, two-way communication with employees – listening to their preoccupations and getting across to them the point that their future security depends on their workplaces being competitive rather being protected from competition

· The challenge posed by the ageing workforce and the need for constant learning and re-skilling

· That sustainable organisational change, while looking to the future, has to build on the strengths of the existing organisation and give due recognition to past success, especially in long-established organisations.

INNOVATION AND COMPETITIVENESS

The Importance of Innovation in Enterprise Strategy – Address by Mr. Eoin O’Driscoll, Managing Director, Aderra and Chair of Ireland’s Enterprise Strategy Group

Mr. O’Driscoll spoke on the role of innovation in shifting the Irish economy from being ‘investment driven’ to being ‘knowledge driven’.  Market-led innovation is the key to future economic success, he said.  Cost-competitiveness is necessary, but it is no longer sufficient.  Ireland must move to establish knowledge-based competitive advantage if it is to sustain progress over the next decade.  This poses significant organisational challenges for both foreign-owned and Irish-owned firms.  

One aspect of the competitive challenge is to build new sources of strategic advantage in Ireland for foreign-owned companies.  This requires a shift in the profile of capability from the current excellence in production and operations, to excellence in R&D and in areas related to the customer and the market – supply chain management, sales and marketing and shared services.  Life-long-learning models have to be an essential part of this shift so that existing employees can be incorporated into the new organisational profile rather than being displaced.

A second challenge is to build the domestic enterprise base.  Irish-owned industry has been characterised by small companies, with few engaging in internationally traded services on any scale.  The small scale of companies has limited investment and productivity.   Change will require a strong focus on management, accessing international markets and increased investment.

Mr. O’Driscoll said that research and innovation are the key to repositioning Irish industry up the value chain and building strategic value in Ireland for Multinational company subsidiaries.  Ireland must generate its own technology capability.  The Technology Foresight Process initiated by the government in the late 1990s, with wide participation from industry and the universities, recognises this imperative.  The Process is developing an action agenda up to 2015 to:

· develop and sustain more knowledge-based enterprises

· create an environment supportive of technological innovation

· develop world-class research capability in niche areas.

Building the capacity for innovation has implications at the level of firms, market niches and the economy as a whole:

· Firms must develop their capability to understand the market, to build and apply knowledge and to execute in order to offer differentiated solutions

· At the level of the market niche, competitive advantage will be secured through market intelligence and technology foresight, allied with focused applied research.  Groups of companies must collaborate to build sophisticated knowledge networks in order to execute effectively in this innovation driven market place.

· At the level of the economy as a whole, investment in education is crucial for building a knowledge culture, a capacity for knowledge production and knowledge carriers.  Government must be characterised by enterprise, efficient delivery of services, agility and a ‘can-do’ attitude.  Investment in R&D must be prioritised.

Mr.O’Driscoll said that while initiatives like Science Foundation Ireland and the Programme for Research in Third-Level Institutions had transformed the R&D landscape, a lot remains to be done.  For example, more aggressive targets for patents are needed and new collaborative models must be established for research and innovation.   

There is significant scope to grow Ireland’s innovative services, Mr. O’Driscoll said, in areas such as financial, medical, legal and educational services as well as the creative industries, and through the establishment of global trade and digital hubs.  

In closing, Mr. O’Driscoll noted that universities and institutes of technology have a key role to play in moving Ireland towards leadership in knowledge production – they need to provide leadership in this area and to develop new structures that foster innovation.

Sustainable Competitiveness – A Fine Balancing Act – Ms. Inger Ohlsson, Director General, National Institute for Working Life, Stockholm

Ms. Ohlsson noted the steady growth in work intensity that has been experienced in many European countries through the 1990s.  This has led, she said, to employees experiencing pressures at work and imbalances between their working lives and other aspects of their lives.  The notion of sustainability needs to be extended to the work environment, to take account in a balanced way of the needs of different stakeholders – employees as well as customers and investors.   

Productivity and work intensity must be balanced, Ms. Ohlsson said, with the health and well-being of workers.  People need to experience a sense of coherence and control at work; they must have access to the resources, skills and discretion necessary to deal with the demands made on them; and they need support for their personal development and learning.  

Ms. Ohlsson noted that research has shown a workplace focus on learning and knowledge management to be a key factor in the development of a creative climate that is conducive to innovation.

The workplace of the future must be based on sustainable work systems that meet the economic goals of competitiveness and the social goals of regeneration and developing social and human resources, Ms. Ohlsson said.  If organisations are effective in terms of supporting learning and competence development, this will increase their adaptability and capacity for innovation and strengthen their competitiveness.

Questions and discussion 

Issues raised in the question-and-answer session following these presentations included:

· The need for significantly greater investment in workplace learning – this could be encouraged through the development of ‘learning partnerships’ between organisations and their employees and between enterprises and educational institutions

· The idea of ‘one-step-on’ as a basis for the life-long-learning approach that is used by some companies to take all employees up the skills ladder by raising their skills one level at a time

· The importance of finding ways to give all workers, not just those in the science and technology sector, the ability to be able to find knowledge and use it to solve problems 

· The question of how to achieve a balance between security and change in enterprises and organisations and how to manage relations with unions successfully in the context of organisational change.

PANEL DISCUSSION  

The conference concluded with a panel discussion focused on adaptability and adjustment to change in the workplace and how to balance flexibility with the needs of workers.  The discussion was chaired by Mr. Shane Kenny.  Panel members were:

Mr. Antonis Kastrissianakis, European Commission

Mr. John Monks, Director General, ETUC

Ms. Therese de Liederkerke, Director, Social Affairs, UNICE

Mr. Henrik Schilder, President of the Social Affairs Committee, CEEP

Ms. Lucy Fallon-Byrne, Director, National Centre for Partnership and Performance, Ireland

Mr. Willy Buschak, Deputy Director, European Foundation for the Improvement of Living and Working Conditions

Mr. Brendan McGinty, Director – Human Resources and Industrial Relations, IBEC

Mr. David Begg, General Secretary, ICTU

Ms. Fallon-Byrne said that in the knowledge economy all workers should be considered as knowledge workers.  She noted some key features of successful organisations: 

· Employees are treated as the ‘thinking core’ of the organisation – this has enormous implications for communication, consultation and involvement of employees

· A much more participative approach to management is considered to be needed to cope with  rapidly changing conditions

· Diversity in the workplace is considered a source of competitive advantage

· Learning and skills development are a priority – the notion of moving workers up a step. 

Ms. Fallon-Byrne noted that research carried out for the Forum on the Workplace of the Future showed that employees want trade unions to work more closely with organisations to bring about successful change and to represent a broader range of interests.   

Ms. de Liederkerke noted that managing change requires quite diverse responses in different types of companies.  However, the problem of how to communicate effectively with employees is one that is common to all organisations.  With regard to education and training, she said that the informal learning aspects of innovation tended to be overlooked.  

She noted that a difficulty at the European level from the employers’ point of view is a perceived tendency on the part of the trade union side to approach change predominantly in terms of setting rights.  There is a need, she said, for more open discussions on the practicalities of matters such as corporate restructuring.

Mr. Monks said that companies were too focused on shareholder value in the short term and that this militated against a focus on people.  His observation was that most companies and public sector organisations are not very good at managing change and flexibility and that there tends to be insufficient focus on the people.  Until the majority rather than a small minority of companies put employees at the centre, unions would continue to emphasise rights, he said.

Mr. McGinty said that employers understand the need for a reasonable level of employee protection against unfair treatment.  However, employers are concerned about the weight of regulation and more flexibility is needed in areas such as working time.  Regulation needs to be an enabler of change and should be competitiveness-proofed, Mr. McGinty said. Impacts on employment and innovation must be weighed up; for example, the European working time initiative needs to be more connected with the employment initiative. 

Mr. Kastrissianakis noted that the aim of the EU is to put in place minimum standards which allow for flexibility within Member states.

Mr. Schilder said that that working time flexibility is important for public service employers in organisations that have to deliver services around the clock.  He felt the European working time directive was not sufficiently flexible.

Ms. de Liederkerke said that what matters in terms of flexibility is the content of regulation, not whether or not there is regulation.

Mr. Begg was concerned about the balance between the competitive agenda and the social agenda.  He said that narrowing the tax base in order to boost competitiveness would have a debilitating effect both socially and economically.  Reduced taxes would lead to cuts in services, which could have a detrimental effect on labour market participation of some groups and on investment in development and training.  A more positive and sophisticated approach to managing change is needed.  Our future well being depends on the ability to change in ways that favour productivity and innovation.  Mr. Begg noted that many of the countries that are considered to be examples of best practice in terms of high productivity and investment in R&D are also those with high levels of unionisation.  

Mr. Buschak noted the danger that unions and employers lose sight of the bigger issues by concentrating on areas of disagreement.  For example, with regard to working time the real issue is the need to respond to employees’ needs for flexibility.

He said that a major push is needed by all parties in the area of life-long-learning, particularly with ageing populations.

Ms. Fallon-Byrne noted that the most successful model of change appears to be where unions work with management.  Unfortunately the prevailing image of union-management relations in the media is one of conflict because it is the disputes that attract the headlines.  She also raised the issue that the most vulnerable groups tend not to be in unions and that there is a real opportunities divide in the workplace whereby older workers, those with less education and training and those from lower socio-economic groups receive less training and do less well on many workplace indicators.  This is an area where unions need to focus to ensure that vulnerable groups are receiving support.

Mr. McCarthy referred to the need to develop institutional solutions – frameworks and processes that would favour life-long-learning.  He said this is a collective problem and collective solutions are needed.

The discussion from the floor emphasised the need to develop a consensus view between employers and unions on acceptable ways to achieve adaptability in the workforce in Europe.   Speakers noted the need to develop a more pragmatic approach that can accommodate the significant differences between countries.
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