Hans-Bockler-Stiftung (Hrsg.)

Employment,
working conditions and

mpany organisation

Regulation via
company agreements

edition der
Hans Bockler
Stiftung m




Hans-Béckler-Stiftung (Hrsg.)

Employment,
working conditions
and company

organisation

Regulations via

company agreements



edition der Hans-Bockler-Stiftung 42

© Copyright 2000 by Hans-Bockler-Stiftung

Bertha-von-Suttner-Platz 1,40227 Dusseldorf

Buchgestaltung: Horst F. Neumann Kommunikationsdesign, Wuppertal
Produktion: Der Setzkasten GmbH, Diisseldorf

Printed in Germany 2000

ISBN 3-935145-13-6

Bestellnummer: 13042

Alle Rechte vorbehalten, insbesondere die des 6ffentlichen Vortrages,
der Rundfunksendung, der Fernsehausstrahlung,

der fotomechanischen Wiedergabe, auch einzelner Teile.



INTRODUCTION

SECURING EMPLOYMENT
Company crises
Necessary compromises

Relationship between company alliances and collective agreements

Downwards spiral?

TELEWORKING

Mutual advantage

Teleworkers as part of the workforce
When the PC crashes ...

Negotiable costs

FURTHER TRAINING IN COMPANIES
New type of further training

ENVIRONMENTAL PROTECTION IN COMPANIES
Environment committees

Greater involvement of employees

GROUP WORK
Employee representatives play active role
Integration not exclusion

FLEXIBLE WORKING TIME
Reducing dependence of employees
Clear definition of objectives

PERFORMANCE-RELATED PAY
Brief definitions
The problem of comparability

CONTENTS

10
12
12

15
15
16
18
18

21
22

25
25
26

29
30
31

33
34
35

37
37
38



OUTSOURCING

Establishing goals

Limitation to essential cases

Insourcing as an option for workforce representatives
Outsourcing: from hiving-off to the formation of supplier groups
Examining economic viability

Ensuring social acceptability

Possibility of correction

Involvement of workforce representatives

a1
41
42
42
43
43
44
44
45



INTRODUCTION

INDUSTRIAL RELATIONS IN GERMANY -

PLAYERS AND INSTRUMENTS

Germany has a »dual system« of employee representation: trade unions and works
councils — or in the case of public administrations, personnel committees.The unions
negotiate with the employer associations on the most important variables related to
working conditions - in particular on pay and working time — and they do so on a
broad front, in some cases on a regional basis or for an entire industrial sector (e.g.
metalworking industry, retail trade, chemical sector). Strictly speaking, the resulting
agreements only formally apply to trade union members and members of the
employer associations, but in the past they have effectively determined working
conditions in the entire sector concerned.

In recent years — particularly in the eastern states of Germany - there has been a ten-
dency for companies to withdraw from employer associations, with the result that
increasing numbers of companies are no longer bound by such collective agree-
ments.

Works councils and personnel committees established under German law are
elected at regular intervals by the entire workforce of a company. They are answer-
able to the workforce and, according to the law, have to work together with the
employer on a basis of mutual trust. However they also work closely with the trade
unions.

They are responsible for regulating working conditions in the company within the
framework laid down by statutory or collectively agreed regulations, and they do so
by concluding agreements or arrangements with the employer. In principle, such
agreements can cover all aspects of company life, but according to the law, collective
agreements have priority: pay and aspects of working conditions regulated by the
parties to collective agreements are therefore not permitted to be the subject of
company-level agreements.

One problem for workforce representatives is the decline in the number of compa-
nies that have works councils. Over the last twenty years, the proportion of employ-
ees in private industry represented by works councils has shrunk from 50 % to 40 %.
Nevertheless, in recent years works councils and personnel committees have man-
aged to use their co-determination rights to conclude agreements on many com-
pany issues and thus improve social standards for employees. In many cases
in-company co-determination has even been extended beyond the statutory mini-
mum.



The Hans Bockler Foundation - the German Trade Union Federation’s research,
advisory and training foundation - has evaluated more than 1,500 company
agreements concluded by management and workforce representatives in all sec-
tors of industry. Together with analysis of collective agreements, this is an impor-
tant method used by the Foundation to monitor the way industrial relations and
working conditions for employees are regulated. The Foundation’s archive on this
subject at present covers some 4,000 company agreements. The 1,500 evaluated
in this study dealt with such issues as company modernisation, modification of
corporate structures and changes in employment conditions.

This brochure presents a summary of the project’s results on the following issues:
Securing employment

Teleworking

Further training

Environmental protection

Group work

Flexible working time

Performance-related pay

Outsourcing

The agreements came into being under the prevailing conditions for workforce repre-
sentation in Germany and therefore cannot necessarily be directly transferred to the
context of other countries. They should, nevertheless, be of interest to workforce repre-
sentatives from other parts of Europe: the problems they face are similar, and European
Works Councils are concerned to find common solutions to the issues involved.

The sequence of contributions to this brochure has been chosen deliberately Secur-
ing employment and teleworking are topical issues at European level: the European
Union has made securing employment one of the central goals of its European Employ-
ment Strategy. And the development of teleworking is an issue that the European Coun-
cil and Commission are monitoring with great interest and even included in the agenda
for the Lisbon summit in March 2000.

Further training is an issue that the European Trade Union Confederation has made
a central focus of its information strategy for European Works Councils.

In-company environmental protection has become an issue for workforce repre-
sentatives in companies in many countries.

Group work plays an important role in corporate reorganisation processes, espe-
cially in Anglo-Saxon and Scandinavian countries.



Flexible working time and performance-related pay are undoubtedly an issue in
many European states; company-level agreements in Germany are very heavily influ-
enced by the system of collective agreements.

Outsourcing - transferring internal services to external companies or hiving-off the
departments concerned into independent units — is an increasingly relevant topic,
especially in Germany. It is undoubtedly an important issue for the exchange of infor-
mation within European Works Councils.






SECURING
EMPLOYMENT

Securing employment has always been an important issue for works councils and
has featured in many company-level agreements. However, from the seventies
onwards, the influence works councils were able to exert was largely confined to
retrospectively cushioning redundancy measures by drawing up company »social
compensation plans«. Thus policy consisted mainly of reacting to acute problems
and crises as they arose in individual companies or sectors.

For some time now, the effectiveness of such compensation plans - despite their suc-
cess in the past — has been declining. The reason is that the statutory scope for financ-
ing them has been reduced, early retirement schemes are no longer an option because
of the low average age of the workforce, and companies are either unwilling or unable
to draw up redundancy schemes because of the expense involved.

Parallel to this development, structural change has altered the way works councils
perceive their role: they are increasingly moving from mere reaction to company crises
towards a more active employment policy based on the concept of »co-management«.
The new principle is to be »pro-active« rather than »reactive«. One outcome has been
the signing of large numbers of company agreements on securing employment. This
study evaluated 139 such agreements from 111 companies. Most of them dated from
after 1996, when the national alliance for jobs collapsed and many works councils and
personnel committees decided to take up employment policy as an issue at company
level.

COMPANY CRISES

Most of the agreements relate to manufacturing industries in sectors that are under-
going crisis, traditional industries or public administrations. Few relate to private ser-
vice-sector companies or new industries. The typical triggers for these agreements are
cost-cutting exercises, increased pressure from competitors, consolidation of public
spending and threatened redundancies. Most of the agreements do not constitute
comprehensive »alliances for jobs« — their aims are much more modest: to stabilise the

situation within the company and ensure that present levels of employment are main-



tained. Despite often representing painful compromises, they bear the unmistakable

signature of the works councils.

Itis possible to differentiate between three broad categories of agreement, although
the lines between them are by no means clear-cut:

B Firstly there are agreements containing measures to secure employment but no
binding obligations on the part of the employer. These account for about 10 per
cent of those examined.

B Most of the agreements relate to one or several measures aimed at securing jobs or
introducing internal changes and contain binding agreements to maintain employ-
ment levels, usually in the form of an explicit undertaking by the employer not to
introduce compulsory redundancies.

B Then there is a small category of strategic agreements in which more or less com-
plex changes are agreed on in order to ensure the future of a company location or
employment levels in the medium term - even with a view to further developing
them. Here the employer makes an explicit and binding undertaking to maintain
employment levels for a particular period of time. These account for just under 15
per cent of agreements and originate largely from major industrial companies
mainly in the metalworking and chemical sectors, public companies or public

administrations.

NECESSARY COMPROMISES

The agreements document a mutual process of give-and-take between the parties
involved. From the employees’ point of view is it important that most of the agree-
ments represent a binding undertaking on the part of the employer to refrain from
compulsory redundancies for a period of time — usually between two and four years.
Such concessions are, however, »bought« by works councils or personnel committees at
the price of concessions on working time, supplementary pay rates or voluntary com-
pany social security payments. In addition, many agreements also cover issues related
to the further development of company organisation, human resources or in-company
further training.

If one takes a closer look at the detail of these agreements, it emerges that most
of the concessions made by the employers relate to maintaining the status quo in
terms of employment levels and social protection for the core workforce by avoid-
ing redundancies and taking on trainees on completion of training. Few agree-
ments contain measures to further develop the plant by expansion or investment
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in equipment, research or training facilities. And agreements to recruit new staff are
rare exceptions.

Balancing up the »give-and-take« are agreements to reduce the quantity of work on
offer from the company - an issue apparently brought into the discussion by the works
councils. Such agreements cover early retirement, reductions in working time without
compensation, promotion of part-time working, long-term voluntary leave of absence
or reductions in overtime working.

Then, of course, there is the issue of cutting company operating costs: reducing sup-
plementary pay rates and voluntary social security payments, cutting absenteeism and
sick leave, and even extending working hours without extra pay.

Finally, very many of the agreements aim to achieve greater flexibility of company
operations — modifying working structures and their organisation, developing human
resources and providing further training, but also establishing conditions for internal
transfers and flexibilising working time.

The following overview highlights the instruments used by such agreements:

Agreements Concessions by employers

Reduction of work available Securing present employment levels
Old-age regulations No compulsory redundancies
Shorter working time Trainees taken on after training
Part-time working Salary grading maintained
Voluntary redundancy No outsourcing
Leave of absence Retention of company location
Reduced overtime working

Short-time working

Reduction of costs

Pay Further development of company
Social security payments In-company training retained
Overtime bonuses Investment

Reduced absenteeism Expansion of location

Inclusion of breaks R&D investment

Extension of working time

Flexibilisation of company
Organisational development
HR development/further training
Transfers
Flexibilisation of working time

Most agreements aim to preserve company locations and secure existing employment
levels amongst the core workforce, but a closer look at the varied provisions on human

resources and organisation reveals that they also contain the seeds of lasting change,
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internal development, improvement of the company’s market position, long-term
security or even the development of new areas of employment. However, realisation of
these possibilities cannot be achieved by one-off provisions in the agreements — what
is required is detailed follow-up by the parties to the agreement. Only then will the true
scope of the opportunities available emerge.

RELATIONSHIP BETWEEN COMPANY ALLIANCES
AND COLLECTIVE AGREEMENTS

In many cases it was collective agreements between trade unions and employers
on securing employment levels that provided the trigger for in-company agree-
ments. Recent collective agreements often contained flexibility clauses with regard
to working hours or pay, and company-level agreements can draw on these. In
addition, some parties to collective agreements have also signed framework agree-
ments on securing jobs at sectoral level, and these have to be implemented within
the individual companies. Thus the collective and company levels complement one
another.

Our study of company agreements, however, also reveals that their highly differenti-
ated provisions on company organisation and human resources — which have a poten-
tial impact on development of the plants concerned - could only be drawn up on the
basis of a detailed familiarity with conditions within the plant(s). Compared with other
countries in Europe, company co-determination structures in Germany are potentially
useful in this respect.The provisions of sectoral collective agreements in Germany can-
not penetrate right down to the level of plant organisation - that is a matter for regu-
lation within companies.

DOWNWARDS SPIRAL?

Agreements on securing employment offer scope for works councils to become
involved in the process of modernising plants. Many agreements even involve a partial
limitation of the traditional autonomy of company decision-making: the employer
abstains from the option of compulsory redundancies and agrees to retain training
facilities or launch investment programmes. Such constraints are based on voluntary
agreement, are of limited duration and are linked to concessions on the part of the
employees.There is a direct quid pro quo involved here:employers’ willingness to partly
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limit their entrepreneurial freedom is contingent upon the workforce representatives
accepting structural changes that often involve painful sacrifices.

With the spread of company agreements, the fear is sometimes expressed in trade
union circles that this could lead to a downwards spiral: works councils, faced with dif-
ficult situations, make more and more concessions until they have no weapons left. The
game then continues at the level of collective agreements.

This is referred to as »concession bargaining« — a reference to developments in the
USA in the 80s. But the situation in the USA is completely different to that in Germany:
B there are no sectoral collective agreements,

B inasmuch as there are any collective agreements at all, these are concluded by plant
trade unions at company level,

B faced with economic problems in the 80s, the trade unions made concessions in the
form of direct reductions in nominal wages with no changes to working conditions.

B Corresponding binding agreements by employers were rare.

This development clearly led to a downwards spiral and the impact spread also to non-

unionised companies — which are in the majority in the USA.In Germany, on the other

hand, collective agreements provide a safety net when it comes to reductions in mate-

rial provisions — and this demonstrates how important industry-wide agreements are

as a fall-back position when company-level agreements are being concluded.

One thing is important: agreements to secure employment in Germany have to be
viewed against the background of a specific corporate culture, as they build on a tradi-
tion of co-operation between the two sides of industry. Company alliances to secure
jobs or even to extend employment on the basis of mutual give-and-take are only pos-
sible if there is a basis of trust: as always in life, genuine alliances are only possible
where there is trust. This is the crucial difference between »concession bargaining« and
a corporate culture based on participation and co-determination by workforce repre-
sentatives.

For information on this issue please contact:

Winfried-Heidemann@boeckler.de
Fax: ++49-211-77.78.188
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TELEWORKING

An evaluation of 68 company agreements reveals that teleworking is still a rela-
tively new concept for German companies and public administrations. Manage-
ment and workforce representatives are cautiously investigating this form of
work organisation, but teleworking is at present confined to individual projects
operating in isolation from normal company activities.

The great caution with which both sides of industry approach this issue can be seen
from the company agreements evaluated, which cover a wide variety of points:

B criteria for selecting the employees (e.g. ability to work independently and take on
responsibility for one’s actions)

requirements for the workplace (e.g. size of room, position)

status of employee

amendment to employment contract

reimbursement of costs

liability issues

telephone use

data protection

integration into company processes

Human Resource development

principles for managers of teleworkers.

MUTUAL ADVANTAGE

In almost all company and service agreements, the parties involved are concerned to
develop teleworking to the mutual advantage of both company and employees. From
the company’s point of view, the economic benefits are perceived as being related to
cost-savings in terms of office space and equipment, more flexible use of the labour
force and improved customer service.

The advantages for the employees are seen to be as follows: greater personal free-
dom, working according to an individual’s needs and performance curves, and better
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scope for carrying out family duties. Much stress is put on the improved compatibility
of private and professional goals.

Some agreements also reflect management’s fear that employees may abuse the
greater degree of freedom offered by teleworking. This can be clearly seen in regula-
tions that only permit activities to be carried out on a teleworking basis in cases where
work performance can be measured and monitored. This unfortunately ignores the
fact that teleworking is not compatible with a culture of mistrust, constant monitoring
and strict hierarchical company structures.

Even workforce representatives have certain reservations about teleworking. They
fear that those affected will lose out in terms of training, poor working conditions liable
to damage their health, excessive work demands, and inadequate scope for returning
to their normal duties when a period of teleworking is over. Workforce representatives
are thus concerned as far as possible to eradicate such risks through drawing up appro-
priate arrangements.

It is often pointed out that teleworking can lead to types of employment that no
longer fit into the scope of traditional work contracts or that result in outsourcing of
entire departments within companies. However such tendencies were not found in the
agreements examined. On the contrary — the norm would seem to be that employees
change to teleworking within the scope of their normal employment and their status as
employees is not affected.

However, teleworking can nevertheless not be equated with »normal work, and the
agreements examined provide for the special features of this kind of working to be co-
vered by additional contracts. Only a few agreements, however, lay down satisfactory
standards for such contracts, and it is clear that this is an area in which more work is
required.

TELEWORKERS AS
PART OF THE WORKFORCE

It is in the interests of both parties that teleworkers should not be isolated from the
day-to-day life of the plant. Managers are usually required by the agreements to main-
tain regular contact with teleworkers, incorporate them into the work of their section
and keep them informed about the scope for further professional development. The
individuals concerned should take part in work briefings and departmental and plant

meetings.

16



Theoretically, teleworkers can increase their autonomy in four areas:
1. by allocating total working time to in-company and telework according to their
own needs,
by largely determining the timing of the teleworking element themselves,
by determining work processes according to their own ideas,
by influencing the way that work is allocated (e.g. by agreements on goals or in the
form of work packages) and delivered (fixed or flexible deadlines).
Agreements deal above all with the first two points; the third one is not mentioned
and the fourth is usually left to regulation between the teleworker and his/her
superior.

One of the most important issues in the agreements is the question of working
hours. Teleworkers are granted considerable freedom to balance in-company and tele-
work and decide what they do at their teleworkstation. Only in very few cases are they
required to maintain a regular presence or availability at their teleworkstation. However
there is a difference between companies that are newly introducing teleworking and
those that have operated such a system for some time.The latter push for greater avail-
ability.

Usually the agreements do not mention the sensitive question of monitoring of
performance and behaviour. If it is mentioned, then usually the agreement either
outlaws direct or technological monitoring of performance and behaviour of tele-
workers or subjects it to explicit regulation between management and works coun-
cil. To ensure adequate performance by the teleworker, companies use formal
agreements on goals in addition to direct discussion of work. This is an instrument
that is new to teleworking but has now become fairly common in the field. It is the-
oretically possible for it to be used in the long term to achieve a step-by-step
improvement in performance.

Poor organisation of teleworking or inadequate self-regulation by the individuals
concerned can result in excessive demands being made on them and even damage
their health. There is still a lack of satisfactory provisions for such cases. It is rare for
employees to be given any training in effective self-management so as to combat this
danger.

As teleworkstations are not »under the eye« of the managers responsible or the
workforce representatives, it is possible for serious breaches of standards of work-
ing conditions and health and safety regulations to occur. Despite paying lip ser-
vice to comprehensive protection of workers, the agreements do little to actually
convert these good intentions into actions. Much remains to be done in this area in
the future.
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WHEN THE PC CRASHES...

Software or hardware problems experienced by teleworkers cannot easily be solved by
calling in the company IT specialist. System crashes, slow reaction times, incompatibi-
lity of regular updates, virus attacks, false installation of software or communications
problems can all effect an individual’s performance.In many cases it remains to be clar-
ified how employees can be protected from such problems and avoid the resulting
downtimes and negative appraisals or assessments. Provisions for deciding who is
responsible for resolving such problems in organisational and technical terms are also
inadequate.

Agreements tend to put great stress on questions of liability — as can be seen from
the sheer extent of regulations on this topic. Employees are usually only held responsi-
ble if they have displayed gross negligence. However, a lack of precision in the agree-
ments means that there are still considerable residual risks for employees.

NEGOTIABLE COSTS

As far as the cost of setting up and operating a teleworkstation is concerned, the agree-
ments provide for a wide range of possibilities. What is uncontroversial is the principle
that any costs related to data-transfer, basic technical equipment and maintenance
should be met by the company.

Provisions vary considerably, however, when it comes to the costs related to an indi-
vidual's home. Some companies are generous and shoulder a proportion of these, but
at the other extreme some companies or administrations try to save money and refuse
to meet any additional costs. Most companies reach a compromise and operate with
monthly lump sums of varying size. Necessary furnishings are usually supplied by the
company or administration. If the employee uses his/her own furniture, some compa-
nies cover a proportion of the costs.

When it comes to teleworking, workforce representatives face a dilemma:

B on the one hand they are required to strongly support the principle that employees
should have the scope and freedom to help shape their working time and work
organisation;

B on the other hand, they have to ensure that the progress made in terms of collective
protection for employees and rights to participate in shaping their working con-
ditions over the past century is not negated.
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Itis a tightrope act that involves deciding when to support individual employees and
when standards have to be preserved or further developed.

Because of the problem of access to home workplaces, works councils and personnel
committees find it more difficult to protect the interests of teleworkers than in the case
of company-based employees. Company arrangements display few ideas on possible
new forms of representation. Provisions are still very vague both with regard to physi-
cal access to teleworkstations and — even more so — when it comes to electronic links
with teleworkers (e.g. via Internet, Intranet’ or email). Representatives are usually given
a right of access to domestic teleworkstations, but common-sense dictates that
»inspection« of a large number of geographically dispersed workstations in people’s
homes is unlikely (and perhaps would not be welcomed by the individuals concerned).
There is a need for greater clarity as to how traditional work and employment stan-
dards (e.g. in terms of industrial safety regulations) can be maintained by workforce
representatives.

The problem of contact between trade unions and teleworkers also raises certain
questions.What are the implications for employee access to trade union information so
that they can make use of their constitutional right to join a trade union? How are
unions to recruit members? In what form can legally sanctioned strikes be organised?

For information on this issue please contact:
Lothar-Kamp@boeckler.de
Fax: ++49-211-77.78.188

1 internal company networks/databases
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FURTHER TRAINING
IN COMPANIES

In Germany, works councils and personnel committees have far-reaching co-
determination rights when it comes to further training provisions within the com-
pany. The importance of in-company further training has increased of late, parti-
cularly in connection with organisational changes, new technologies, corporate
strategies and European competition.

The 290 company and service agreements from companies and administrations in all

sectors that were evaluated provided answers to the following questions:

B What methods are used for planning in-company training?

B What agreements are reached on the timing and funding of further training?

B How is training possible within the framework of new working structures - for
example in the case of group work?

B What role does further training play in the development of new skills and in human
resources development in general?

B How are claims to individual support for further training formulated in the agreements?

The results were as follows: works councils and personnel committees have a consider-

able say in the shaping of further training provisions within companies. This is an area

where there is far-reaching scope for co-determination inasmuch as in-company further

training so far has not been regulated by many collective agreements — with the excep-

tion of a few company agreements.

One further important result is that further training in companies has increasingly
become an issue that dealt with in conjunction with other company matters - for
example in combination with organisation, human resources development, environ-
mental protection and employment. Development and utilisation of human resources
is also an important issue for vocational training nowadays.

A comparison with an evaluation of company agreements dating from 1989 shows
that the topics dealt with in those days have remained relevant, and are largely related
to regulating formal company training provisions such as are found mainly in large-
scale companies:

B Company training planning: these include methods of identifying needs (more
recently, the way employees are involved in the process), selection of participants
for further training and, in individual cases, also the budget.
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B Timing and funding of further training: further training required by the company is in
principle regarded as an integral part of normal working hours and is funded by the
company. However, further training is increasingly also being used to satisfy per-
sonal interests that go beyond the actual needs of the company. Because of this,
many agreements provide for individual employees to make their own contribution,
either in the form of time or money; the term used in the European context for this
is »co-investment«.

B Right to training: many agreements establish employees’ right to participate in the
training provisions within a company, but there is an almost complete lack of detail
as to the precise nature of these rights — for example in terms of days per year.

B Promoting further training for individuals: in many companies, the conditions are laid
down under which the company will also provide individual measures for personal
further training either in the form of financial support or work release.

NEW TYPE OF FURTHER TRAINING

More recent agreements also include regulations covering the provision of a »new type

of further training« such as can be observed in many countries of Europe:

B Human resources development and skills development: this is not primarily a matter of
specialist skills but rather methodological and personal skills, social and commu-
nicative ability, willingness to work together with others, operate autonomously and
take responsibility for one’s own learning processes. The agreements lay down the
instruments to be used to promote such skills: for example personal reviews, per-
formance evaluation or agreements on goals. Further training itself takes place very
close to the workplace or even as part of the work process, supported by a »coach«
who provides the necessary supervision and advice.

B Plant and work organisation: when it comes to new forms of work such as group
work or project organisation, specific forms of further training become necessary
and these are laid down in the agreements.

B Environmental protection: this plays an increasingly important role in companies and
acquiring the necessary skills forms an integral part of workplace training pro-
grammes.

Agreements on securing employment in companies also cover the issue of further train-

ing. There is one striking feature of these: further training is largely related to the devel-

opment of skills and qualifications in connection with changes in company organisa-
tional structures and the introduction of greater flexibility.
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These new aspects of human resources and skills development largely feature in
agreements from the computer industry and computer services, the chemical industry,
the banking sector and public administrations.

However it also emerges that there are a number of unsolved problems in this con-
text, as the »new type of further training« is only partially covered by company agree-
ments. Neither has the overall question of access to further training yet been satisfac-
torily solved. But the agreements do offer new scope in this respect, in addition to the
traditional forms of access:

B Advertising of the further training provisions on offer: Some agreements oblige com-
panies to advertise the training that is on offer and provide details of the scope for
individuals to apply to take part. This can facilitate access.

B Methods of identifying training needs: Some recent agreements provide for partici-
patory or »communicative« ways of identifying needs involving the employees
themselves.

B Human resources development and staff appraisal interviews: Modern approaches to
human resources development also provide ways to involve employees in identify-
ing their own training needs, and this offers a new form of access.

B Company organisation projects: in which — for example in relation to changes in
work organisation - participation in further training is more or less a prerequisite for
an individual to continue his or her duties.

Despite these promising possibilities, access to further training is not yet genuinely
open. Furthermore there is no guarantee that the »new« skills that have been acquired
as part of informal further training processes, can be transferred to and recognised on
other labour markets within the company or elsewhere. Even access to formal, recog-
nised qualifications is not guaranteed. This, too, is an important issue for European
works councils.

For information on this issue please contact:

Winfried-Heidemann@boeckler.de
Fax: ++49-211-77.78.188
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ENVIRONMENTAL PROTECTION
IN COMPANIES

Many of the agreements on environmental protection originate in the chemical
sector. The reason for this is an initiative launched by the social partners in the
chemical industry in 1987. In a joint communiqué they recommended companies
to inform works councils about environmental issues, discuss these with them
and for this purpose also to make use of the economic committee — a works coun-
cil body set up for discussion of the economic affairs of the company. Within the
space of a few years, more than 50 agreements were concluded on the basis of
this recommendation.

Since then, the ecological and social context has changed. At the very latest since the
environmental summit in Rio de Janeiro in 1992, the international community has
started to concern itself with the growing problem of global environmental degrada-
tion and has developed specific recommendations for states, industry and society. Thus
Agenda 21, which was signed by more than 170 countries, requires employees in com-
panies and trade unions to be involved in the process of ecological change and
improvement.

ENVIRONMENT COMMITTEES

Since the early 90s, increasing numbers of companies in Germany have agreed to set
up their own environment committees in which company and works council experts
work together. These committees gather information relevant to environmental mat-
ters from the individual plant and/or the entire company. In all recent company agree-
ments the works council is involved in the joint environment committee. Some agree-
ments even provide for this body to be based on equal representation of both parties.
The issues dealt with by such committees include:

B Corporate environmental policy.

B Environmental goals.

B Environmental programme.

B Reducing material and energy flows.

B Reducing pollutants.
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B Reducing the quantities of dangerous materials used and the volume of waste pro-
duced.

B Carrying out company environmental audits.

B Provision of information about statutory regulations and the company’s adherence
to these.

In most cases the environment committee functions as a source of information, advice

and to some extent also takes on a co-ordinating role. It is normally involved in the

process of preparing decisions.

Several environmental laws? provide scope for the works council and workforce to be
involved. The environment officers mentioned in these agreements — who are nomi-
nated by the company - have to keep company management and the workforce
informed on environmental matters and draw up an annual environmental report. The
works council has to be informed about the appointment and dismissal of such envi-
ronmental officers. Almost all company agreements now allow for the works council to
receive the environmental officer’'s annual report and discuss this with him. Some
agreements include further details of the rights of the workforce to be kept informed.
And a small number of agreements extend participation and co-determination rights
to include the appointment and dismissal of the environmental officer.

GREATER INVOLVEMENT OF EMPLOYEES

The company agreements also increase the involvement of employees by:

B Providing for a regular flow of information about environmental protection within
the company.

B Providing for training in environmental protection

B Providing scope for active involvement, for example in project groups on environ-
mental protection

B Using the company suggestions system and/or the individual complaints system.

In recent years, new forms of participation within companies have developed. Experi-

ence shows that actively involving employees can help improve environmental protec-

tion in companies, for example by:

B Making suggestions on innovative production processes and products

B Reducing the quantity of environmentally hazardous materials used

B Reducing energy and water consumption

2 e.g.on water, imissions, recycling and waste management
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Participation of employees and the works council cannot, of course, replace close mon-
itoring of adherence to environmental regulations by the regulatory authorities. Nei-
ther can the works council force the company to make environmental investment
which it is unwilling to make. And an environmental assessor brought in by the com-
pany in the context of the EU Eco-Audit cannot replace the activities of the regulatory
authorities.

Since 1988, parallel to the company agreements mentioned above, the two sides of
industry have also concluded company and sectoral collective agreements on environ-
mental protection in which, amongst other things, the involvement of employees and
their representatives in corporate environmental measures is laid down. In the last four
years alone, agreements such as these have been signed by the trade unions in the
construction sector, the food industry, the print and media and telecommunications
sectors. The contents of these collective agreements are similar to company agree-
ments. To sum up, new forms of participation have been developed that offer scope for
improving company environmental protection. Although the number of agreements
already signed is relatively low, they do offer models that could provide inspiration to
other companies.

For information on this issue please contact:

Siegfried-Leittretter@boeckler.de
Fax: ++49-211-77.78.188
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GROUP WORK

Despite their increasingly commercial orientation, the agreements contain
evidence of a shift away from traditional Taylorism? a strengthening of the

autonomy of work groups and an increase in direct involvement of employees.

This can be seen from the huge increase in the number of tasks taken on by work
groups. In many cases they have a large degree of autonomy to regulate their own
work and working times. They are responsible for:

B Steering processes.

B Processing orders.

B Monitoring plant capacity.

B Controlling current costs.

B Improving productivity.

Agreements on goals signed by the group and their immediate superior, combined
with bonus systems, give them responsibility for their own work results in both quanti-
tative and qualitative terms. And they also have certain further responsibilities:

B Organising group meetings and selecting the issues to be dealt with.

B Electing a group spokesperson.

B Ensuring the smooth running of work within the group.

Just under half the agreements lay down that employees can be directly involved in
important matters, e.g. workplace organisation or distribution of tasks. One way of
involving employees in decision-making processes is to incorporate them into project
groups set up by management to plan, steer and implement group work. Greater
rights of participation for groups and individuals go hand in hand with a broader range
of activities and increased responsibility for plant processes and work results.

3 The term Taylorism describes a (scientific) approach to company operations that can be traced back to the engineer Fre-
derick Winslow Taylor (1856-1915).This includes the systematic implementation of time and motion studies to establish
planning goals (e.g. for piecework) and optimal standardisation of work processes. It also involves a maximum degree of
division of labour aimed at minimising work input, training levels and wages, separation of planning, decision-making
and implementation processes, central control of work processes through management and direct monitoring by super-
visors.
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Companies nevertheless find it difficult to leave Taylorism behind them. Since about
1995 the positive trend towards group work has been offset by two countervailing
trends:

B Top management has recently tended to concentrate increasingly on active portfo-
lio management® and at the same time reduce the strategic importance of work
organisation. Middle managers have also tended to block the trend towards group
work as they fear it will result in a loss of powers for them.

B Group work is increasingly oriented towards commercial criteria.

It remains to be seen which trend will eventually prevail: group work based on a culture

of trust within the company that offers groups a large degree of autonomy; or group

work that to some extent revives Taylorism and uses modern methods to control
employees.

EMPLOYEE REPRESENTATIVES PLAY ACTIVE ROLE

In a third of the agreements examined, management functions were redefined. The
trend is towards managers no longer bearing responsibility for planning and control-
ling work processes, this task being transferred to the group. »Hard« instruments such
as »instructions« and »direct monitoring« are replaced by »soft« management methods
such as coaching of groups with regard to achieving objectives, problem solving and
application of methods and provision of advice as and when problems occur.
There are two factors that are responsible for this trend towards greater weight
being given to the interests of the employees in agreements on group work:
B Efforts on the part on management to win the acceptance of employees.
B Direct influence exerted by workforce representatives and trade unions on the
development of these concepts.
The agreements we evaluated tended to involve workforce representatives to a large
degree in shaping and monitoring group work. In 40 % of cases this was achieved via
parity-based bodies for conflict resolution or similar bodies provided with decision-
making powers for planning and shaping group work. In addition to this, the involve-
ment of workforce representatives in non parity-based steering groups is common-
place. However, not all agreements specifically define the tasks of these different
bodies. Special co-determination processes and instruments are frequently laid down

4 This involves concentrating on the company’s most profitable business segments, with less promising ones being rejec-
ted and other interesting ones acquired as appropriate
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for group work. In some cases, works councils are given the right to form independent
project groups with those members of the workforce affected. Generally speaking,
group work would appear to be an area that is particularly well suited to co-manage-
ment.

INTEGRATION NOT EXCLUSION

A number of provisions can be found in the agreements that are likely to cause conflict
in practice. Thus some agreements explicitly state that the aim is to integrate into the
groups older employees or those with low levels of training or low performance. At the
same time, the performance of the groups is supposed to be improved by perfor-
mance-related pay schemes (e.g. via group bonuses) and by agreements on goals. The
latter can create group pressure that runs counter to the objective of integration.

Experts regard 6 to 8 members as being the optimum size if social relations within
the group are to be controllable, mutual reliability achieved and work or group-related
problems solved. However companies often create larger groups, the average size
being 10 - in extreme cases as many as 20 employees.

It is not possible to have group autonomy and at the same time internal supervisors.
In the agreements, the group spokesperson does not usually have any disciplinary
function but one can often identify a creeping trend towards this person taking on a
supervisory role within the group.

The wide range of activities undertaken by groups usually mean that further training
is necessary. This can clash with corporate cost-cutting strategies where these lead to
cuts in the further training budget.

For information on this issue please contact:

Lothar-Kamp®@boeckler.de
Fax: ++49-211-77.78.188

31



32



FLEXIBLE WORKING TIME

The issue of working time flexibilisation is of interest to both employees and
employers. Although Germany still has a preponderance of traditional forms of

working time, there is a clear trend towards newer forms.

This fact emerges from our evaluation of 903 agreements on forms of flexible working

time. Employees have the following interest in working time arrangements:

B Securing jobs or expanding employment possibilities.

B Achieving greater personal control over working times.

From the point of view of the employers, the following are the most important aspects:

B Reducing costs, increasing efficiency and improving productivity.

B Enhancing their ability to respond to fluctuations in demand and customer wishes.

B Securing the future of the plant in crisis situations.

An overwhelming majority (68 %) of agreements examined related to well-established

forms of flexible working time:

B Flexitime - a form of working time which enables employees to decide, within cer-
tain limits, when and how long they work per day. This gives them a considerable
degree of control over their own working hours.

B Overtime - this goes beyond the working hours laid down by collective agreement
or individual employment contracts and, provided certain conditions are met, earns
an additional bonus.

B Part-time working — here employees regularly work less than the full number of work-
ing hours laid down in the relevant collective agreement (e.g. half-day working).

Almost a quarter of the agreements examined (24 %) involved the following new forms

of flexible working time:

B Shift option - a general shortening of working time is organised - particularly in
plants operating on a shift basis — in such a way that employees receive the weekly
reduction in the form of complete working days or shifts off.

B Working time corridor - this enables the employer to distribute the working hours
laid down in the collective agreement unevenly within certain upper and lower lim-
its (for example between 40 and 30 hours per week when the collective agreement
provides for a 35-hour week). These upper and lower limits are what form the »cor-
ridor.
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B Optional working time - here employees themselves can — within certain limits —
select the length of time and the form or timing of their work. By working overtime
an individual can save up time off towards a longer period of leave (sabbatical year).

B Block free time — here the amount of time worked and the payment received are
separate: employees work longer hours than those for which they receive regular
payment and the resulting time credits are added up and taken as time off in lieu,
without any increase in the wage.

B Annual working time - this involves the volume of working time being laid down for
an entire year. Once this has been worked, the employee can take time off with con-
tinued payment of wages or can work further hours under changed conditions.

B Trust-based flexitime - this is a very new and still rare form of working time arrange-
ment whereby the employer largely relinquishes any control over employees’ adher-
ence to working times. What lies behind this is the realisation that what counts for
a company is not the mere presence of its employees but their performance.

There is an increasing trend towards such new forms of flexible working time.

Many agreements introduce flexibilisation of working time in conjunction with mea-
sures to secure employment in the plant. The idea is that more flexible working time
enables the volume of work to be adapted to changing conditions in the plant - for
example enabling the company to cope better with fluctuations in orders. This can
without doubt help stabilise the employment situation in a plant, but one should not
expect such an approach to have any further impact on employment.

The second important objective for workforce representatives in this context is
achieving a degree of control over their own working time. In the case of flexitime,
employees can, within certain parameters, decide themselves when their daily work
begins and ends and how many hours they will work on any particular day. In the case
of working time corridors it is the employer or supervisor who initially lays down the
actual working hours.

REDUCING DEPENDENCE OF EMPLOYEES

Workforce representatives have managed to establish a number of instruments in

these agreements that effectively reduce the dependence of employees on employer

decisions in relation to working time:

B Workforce representatives are involved in establishing specific working times
through their right to be consulted, provide their consent or be involved in co-

determining decisions.
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B Changes in working times have to be notified in advance.
B Employees have individual rights of objection to the working times laid down by
the employer.
B The working time corridor is subject to strict limits.
B The scope for employers to vary working hours is subject to time constraints.
Some agreements set up parity-based arbitration committees or other instruments in
order, for example, to protect employees from unfavourable working times or excessive
demands on the part of the employer. Furthermore a number of agreements try to
strengthen the position of employees by giving them — especially in the case of the
working time corridor - the right to object to specific requirements laid down by the
employer. And finally, some workforce representatives have the right to be informed,
consulted or even give their approval when specific working times are laid down for
certain areas or individual employees.
Our evaluation shows that a wide range of arrangements have been agreed that aim
to adapt working times flexibly to the particular requirements of plants and enable as
balance to be achieved between the interests of employers and employees.

CLEAR DEFINITION OF OBJECTIVES

Plant regulations on working time aim to solve the following questions:

B What type of working time offers the best way of achieving employees’ objectives?

B What form is best suited to the specific processes within the plant?

B What scope do collective agreements offer for regulating working time?

B What regulations are necessary for the particular plant?

B How far should flexible working time go?

B Who should reach the decision about laying down working times?

B What influence should the employees have on the process of laying down working
times?

B How should working time be recorded?

B What instruments for regulating conflict are required?

For information on this issue please contact:
Hartmut-Klein-Schneider@boeckler.de
Fax: ++49-211-77.78.188
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PERFORMANCE-
RELATED PAY

Wage and salary levels in Germany are usually laid down in collective agreements
at sectoral level. In some cases, though, they are covered by agreements signed
between a trade union and an individual company. However, where no collective
agreement exists, or an agreement expressly allows for supplementary company
agreements, works council do have some scope to help determine pay rates
within a company.

An examination of 127 agreements from 84 companies revealed a number of new
approaches, arrangements and problems related to wages and salaries. Most of the
agreements were concluded between 1993 and 1998 in the metalworking, banking
and insurance, commercial, energy and water sectors, as well as public administrations.

BRIEF DEFINITIONS

The agreements covered the following forms of pay:

Piecework: payment according to volume of output. A standard time is calculated
for completion of a task, and employees can influence their wages by the speed with
which they work.

Premium bonus: a form of payment involving a bonus for performance over and
above the minimum.This is calculated according to certain criteria, e.g. volume of work,
quality, machine run times, energy savings, productivity, material utilisation.

Annual bonuses: these are paid on the basis of performance and/or results for the
year in question. Bonuses are calculated on the basis of a performance assessment and
also draw on quantifiable criteria such as contribution margin, turnover, number of
new customers etc. Measurement and assessment are carried out in parallel.

Commissions: these are usually based on measurable results directly attributable to
the individual concerned.This form of pay is largely used for customer-related activities
in the commercial sector and is usually calculated as a percentage of turnover.

Performance bonus: this is an area of performance-related pay that is not measur-
able. Performance bonuses are based on regular — usually annual — in some cases stan-
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dardised, assessment procedures involving an evaluation of performance over the pre-
vious period by an individual’s superior or another person. The result is a monthly
bonus payable for the period up till the next assessment. Performance bonuses are thus
payable to individuals on the basis of past performance.

Job-specific and performance-related pay: is usually applied to staff members to
whom the normal pay scale does not apply. It allows for the fact that individuals with
very different levels of knowledge, experience, skills and willingness to perform can
hold similar posts or carry out similar tasks. Employees appointed to similar posts do
not receive the same salary - those bringing particular experience with them, taking on
additional tasks or performing better receive a higher salary. Salaries are reviewed
annually and raised by a »basic amount« related to general levels of pay increase, plus
a performance-related amount calculated on the basis of an appraisal.

Profit-sharing bonus: this involves sharing in the success of the company.

For years, traditional forms of performance-related pay such as piecework or pre-
mium bonuses have been supplemented within companies on the basis of the provi-
sions of collective agreements. New forms such as performance bonuses are now
increasingly being used, and new approaches have also been developed, such as job-
specific and performance-related pay. Furthermore, new, flexible forms of pay such as
annual bonuses or profit-sharing bonuses have been added to traditional ones.

The agreements evaluated mainly contained annual bonuses, followed by bonuses,
performance bonuses, piecework systems, commission and (as yet) rare forms such as
job-specific and performance-related pay.

The intention and declared goal of both parties within companies is:

B To create additional performance incentives.

B Performance-related pay also often assumes a steering function - the idea being
that it can be used to promote certain human relations or organisational goals.

B Finally it is supposed to be an instrument for increasing efficiency and improving
co-operation.

THE PROBLEM OF COMPARABILITY

The main problem of performance-related pay is the fact that it is difficult to compare
different performances or results with each other, record or measure them and
attribute them to individuals or groups.

The agreements examined provide very pragmatic answers to these questions.There
is often no attempt to clearly differentiate between performance and results, for exam-
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ple in terms of the individual’s ability to influence these. The only exception is tradi-
tional forms of performance-related pay such as piecework, where this is an important
criterion.

One area the agreements focus on is calculation of the share of an individual or a
group in performance or results. This is measured where possible. However, individual
contributions to overall performance are often impossible to calculate in modern work
processes, and the two parties frequently agree on sophisticated procedures for assess-
ing performance.

One increasingly popular method is management by objectives, with employees
committing themselves to reaching certain goals and pay being related to the extent
to which they succeed.To determine the extent to which goals are met, the agreements
again resort to methods of measurement and assessment.

The agreements provide answers to the following questions:

B How can workforce representatives influence the process of establishing and mod-
ifying performance expectations and requirements?

B How can they be provided with a degree of control over performance require-
ments?

B How can the preconditions for performance - e.g. size of work groups — be taken
into account?

B How can impairment of employee performance through age or illness be allowed
for?

B How can top performance be encouraged without being expected of all em-
ployees?

B How can employees’ rights of complaint be guaranteed? What is the most efficient
and unbureaucratic way to deal with complaints and conflicts?

B What is the most efficient and practicable way of ensuring workforce representa-
tives have the right to receive information, be consulted, participate in decision-
making, and intervene in and monitor relevant processes?

B How can company-level provisions be harmonised with collective agreements?

A number of fundamental questions such as, for example, the definition of perfor-

mance, the motivating or demotivating impact of such pay schemes, and the relation-

ship between performance-related pay and organisational and human resources devel-
opment are not answered in the agreements. Actual practice within companies focuses
on three aspects in particular:

B Functionality - i.e. feasibility of the objectives of such pay schemes,

B Acceptance levels amongst the workforce,
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B Ease of implementation by those responsible within the company.
For information on this issue please contact:

Hartmut-Klein-Schneider@boeckler.de
Fax: ++49-211-77.78.188
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OUTSOURCING

Outsourcing was not, in the past, an area over which workforce representatives
had any influence and decisions tended to be made by management alone. In
recent years, however, works councils and personnel committees have been

increasingly successful in having an impact on this area.

The 62 agreements examined can be divided into two categories of equal size:

1. A good 50 per cent of agreements are restricted to dealing with the consequences
of outsourcing decisions for the employees affected.

2. In the case of the other 50 per cent, provisions allow for intervention at the earlier
stage of decisions on outsourcing. This involves standardisation of the process by
which the commercial viability of in-house manufacture is evaluated in comparison
with outsourcing.

The motives leading to conclusion of these two categories of agreement probably dif-
fer accordingly. Whereas statutory provisions already require the consequences of out-
sourcing to be dealt with jointly by works council and management, documents estab-
lishing a procedure for involvement in decisions related to outsourcing are a result of
voluntary agreement between management and workforce representatives.

Standardising procedures for future decisions on outsourcing is an ambitious under-
taking, as it involves defining processes that have to take into account unknown fac-
tors. Both the time-scale and criteria agreed on have to allow for all eventualities related
to the actual outsourcing issue when it arises. The following description concentrates
on the contents of agreements on decisions about outsourcing.

ESTABLISHING GOALS

Virtually all the agreements examined laid down goals, with a third of them identifying
competitiveness and employment as the top priorities. In such cases, there is clearly a
consensus between the two parties that outsourcing may improve the economic effi-
ciency of a company but needs to be examined in terms of its impact on the existing

workforce.
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In public administrations or companies, outsourcing is identified as a way of mo-
dernising operations while at the same time maintaining existing employment levels.
Such agreements refer without exception to the problem of dwindling public
resources.We also find liberalisation/deregulation of competition in some sectors cited
as a reason for concluding the agreements.

LIMITATION
TO ESSENTIAL CASES

What detailed arrangements are made with regard to outsourcing? Most of the agree-
ments cover all tasks that are outsourced. But there then usually follow restrictions
of various kinds. Thus, involvement of workforce representatives is limited to cases
that could lead to redundancies or major restructuring. And there is often a further
restriction to existing tasks. Such formulations mean that additional or new tasks in the
company are excluded from the agreement. And frequently the agreement only applies
to ongoing or regular outsourcing. The agreements usually allow for capacity peaks to
be covered through outsourcing.

Application of the agreement is often also restricted to cases that affect the overall
employment situation in the company. Outsourcing that has no negative impact on jobs
can thus be decided on by the management alone. Such restrictions reveal the fact that
the parties concerned have from the outset considered the specific situation of com-
panies where outsourcing is not a problem and those where it constitutes a decision of
importance for its future.

INSOURCING AS AN OPTION
FOR WORKFORCE REPRESENTATIVES

It is interesting to note that some of the agreements extend the scope to cover insourc-
ing as well.This is seen as involving both retrieval of tasks formerly outsourced and also
the development of extra tasks or the acquisition of additional orders.Insourcing can
help secure jobs or even expand employment within a company. Involvement of work-
force representatives in selecting and examining tasks to be taken over by the com-
pany offers considerable scope for active involvement of the works council or person-
nel committee. Formally this represents a strong participatory right in the commercial
affairs of the company.
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OUTSOURCING: FROM HIVING-OFF TO
THE FORMATION OF SUPPLIER GROUPS

The agreements also lay down how tasks are to be outsourced - i.e. what forms of out-
sourcing are to be selected. This clearly demonstrates the fact that »outsourcing« is a
general term covering a wide range of measures involving utilisation of external
sources®. Thus there is a whole series of possible gradations between full in-house
manufacture and full outsourcing.The agreements often cover outsourcing in the clas-
sic sense - i.e.relinquishing of in-house manufacture in favour of buying in the services
required. But there are also other forms of outsourcing such as the hiving-off of inter-
nal departments, the formation of supplier groups or cooperative ventures, or the for-
mation of centres. These various forms of outsourcing differ, amongst other things, in
their impact on employment — and here both the short and medium term conse-
quences have to be taken into account.

Thus the formation of centres can, in some circumstances, herald redundancies if it
emerges that the units thereby created are not operating economically compared with
their competitors. And full outsourcing usually entails loss of the jobs involved, whereas
hive-offs usually entail poorer pay conditions.

A central point in the agreements consists of the criteria for allowing outsourcing to
take place, on the basis of which the final decision is taken.

EXAMINING ECONOMIC VIABILITY

The wide variety of criteria included in the agreements shows just what an ambitious
task it is to try to identify in advance the factors to be considered in reaching a sensible
decision. In virtually all the agreements economic viability is an important criterion for
deciding whether outsourcing should or should not be permitted. This is usually
viewed in terms of cost advantages. Many agreements also detail the cost categories, in
some cases according to frequency?, in others according to type’.

The purpose of detailing all the costs involved is to avoid making wrong decisions
when comparisons are being drawn up. Inadequate calculation of costs can result in an
internal department emerging in such a poor light compared with an external supplier
that outsourcing seems inevitable. However, it is important to include those costs gen-

5 Oursourcing = outside resource using.
6 One-off costs and regular costs
7 Overheads, levies, cost of reducing capacity, cost of compensatory payments, cost of placing and monitoring orders etc.
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erated by the outsourcing itself — e.g. the monitoring and coordination costs — as well
as those engendered by compensation schemes when redundancies occur.

In addition to the costs, the agreements also identify many quadlitative criteria that
have to be taken into account in making outsourcing decisions.Thus many strategically
important aspects have to be examined, such as the impact on product quality, risks to
the company’s core business, the danger of a loss of expertise or of future flexibility.
Thus works councils and employers stress the fact that cost savings per se do not

ensure company survival and maintenance of competitiveness.

ENSURING SOCIAL ACCEPTABILITY

The agreements also lay down criteria aimed at ensuring the greatest possible degree
of social acceptability with regard to the workforce in the company that is considering out-
sourcing. The idea is to act quickly to save employees from negative consequences of
such decisions. In extreme cases the interests of the employees are catered for to such
an extent that outsourcing is only permitted if the quality and number of jobs is not
(substantially) affected.

Social acceptability with regard to the employees of the external company also plays a
role in the agreements. Such provisions aim to protect the workforce of the external
companies to which the orders are to be given.They consist largely of requirements for
the external supplier to adhere to statutory regulations and collective agreement pro-
visions. A demand for certain minimum social standards to be adhered to is also arti-
culated. Foremost in the minds of those formulating such criteria is the distorting effect
that different pay rates and working conditions can have on competition.This, in turn,
protects employees in their own company.

POSSIBILITY OF CORRECTION

In a good third of the agreements we found reference to the possibility of correction of
internal performance.The internal department is thus given an opportunity to optimise
its operations if cost comparisons come out in favour of the external supplier.The final
decision is then only made on the basis of the (possibly) revised data. For workforce
representatives, such a possibility has both advantages and disadvantages. On the one
hand, the internal supplier has a greater chance of winning the contract, but on the
other hand, such optimisation usually comes hand in hand with rationalisation mea-
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sures that can increase the employees’ workload and in some cases lead to redundan-

cies.

INVOLVEMENT OF WORKFORCE REPRESENTATIVES

How are workforce representatives involved in the decision-making process? More

than half the agreements we examined did not lay down any decision-making process

but merely contained general clauses or declarations of intention. The other half laid

down relatively precise procedures and participation rights for workforce representa-

tives along the following lines:

1. Provision of information by management to workforce representatives about the
planned outsourcing prior to the start of negotiations with the external company.

2. Availability and explanation of important documents (assessment of economic via-
bility, impact on workforce and others as appropriate).

3. Possibility of workforce representatives putting forward suggestions on how to
optimise internal procedures.

4. Discussion involving workforce representatives and possible examination of sug-
gestions.

5. Decision-making with or without involvement of workforce representatives.

In some cases, the individual steps are laid down precisely, including timings and dead-

lines for objections to be raised. Sometime, too, provisions are made for a project group

or joint committee to be formed.

It is worth noting that some agreements provide for works councils and personnel
committees to be granted co-determination rights that go beyond their statutory right
to receive information. This shows that some company managers are interested in
achieving a cooperative approach to commercially necessary restructuring processes,
or are so concerned to ensure smooth implementation that they allow the works coun-
cil to exert an influence on the decision-making process. These represent highly
demanding new tasks for works council and personnel committee members.

For information on this issue please contact:
Susanne-Gesa-Mueller@boeckler.de
Matthias-Mueller@boeckler.de
Fax: ++49-211-77.78.188
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