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This is one of a series of 7 Topic Sheets on aspects of economic and industrial restructuring, produced by the TRACE (Trade Unions Anticipating Change in Europe) Project and part-financed under Article 6 (Innovative Measures) of the European Social Fund. 

Each sheet provides information on a different aspect of restructuring and contains a definition, background facts and a consideration of the importance of the topic for trade unions.  The sheets are intended for use by trade union officers and trainers and may be freely drawn on to form the basis of training materials, handouts and other reference materials. 

Related keywords: Transnational restructuring, Competitiveness, Work organisation, Corporate social responsibility, Employment, Drivers of change, Skills qualifications, Corporate governance, Globalisation, Knowledge economy
Economic sectors covered: All
Introduction 

Change, whether industrial, economic, cultural or demographic, is a fact of our everyday life and the restructuring of companies is part of this process. 

Companies restructure for different reasons: economic uncertainty, recessionary pressures, over-capacity. There are many drivers of change and these impact differently, depending on the particular context and economic sector. They include:

· Technological innovation

· Internationalisation of markets

· Demographic trends

· Consumer demands

· Lower costs of transport

· Need for proximity to the market

Each of these, however, is a complex topic in its own right. Reflecting the focus of the TRACE Project, this Topic Sheet and the others in the series focus principally on different forms of industrial and economic restructuring in both private and public sectors:

· Closure

· Decentralisation 

· Merger and acquisition 

· Outsourcing and offshoring

· Privatisation

· Relocation.

Companies restructure to improve their performance and profitability. Their decisions, however, impact not only on economic performance but also on the quantity and quality of employment, as well as on social and environmental issues. Corporate restructuring affects employees and their families and also regional or even national economies and social structures.

All too frequently the impact of such restructuring is negative.  Whatever short-term gains in profitability are won, they are achieved at the expense of job losses, wage reductions and enormous social cost. Downsizing, outsourcing and layoffs are still the common response to changes in the economic climate.  And all too often they are last minute reactions to changes that could have been foreseen.

Anticipating and managing change

Anticipating and managing change (which is at the heart of the TRACE Project) concerns enhancing the capacity of trade unions to understand and anticipate industrial and economic change and to accompany it more effectively. It also explores the means trade unions can use to defend the interests of working men and women in situations of restructuring in Europe. Its starting point is that restructuring should not be synonymous with social decline and a loss of economic power and potential.

· Anticipation means expecting, being aware of something in advance, regarding it as possible on the basis of the best available information at the time. By anticipating, we increase our ability to identify trends and possible outcomes.  In doing so, we enable ourselves and others to adapt more quickly and to learn more efficiently from change, at the same time developing the capacity to respond to challenges and manage them more effectively. We are likely to deal with change best when we have already initiated a response to the situation before the change occurs.

· Anticipating effectively provides time to gather information, to analyse and reflect.  It also provides an opportunity to formulate more imaginative and creative responses to the challenges that change presents and to the social impact of economic restructuring. These might range from process and product innovation to different patterns of working or retraining.  This kind of approach has been called ‘reflective restructuring’
 and seeks to balance the economic, social and environmental issues at play in each restructuring context.

Industrial and economic change, if not carefully prepared and managed, can bring disastrous consequences for workers and their families. However, matching business strategies with a socially responsible management of change can in the longer term lead companies to competitive advantage and enhanced profitability and productiveness with minimum social costs.  In general terms, the most successful cases of restructuring involve an active partnership between management and workforce.

The MUDIA Project

In 2001, as part of the Fifth Framework Information Society Technologies programme, the European Commission co-financed a project called MUDIA, which aimed at monitoring and analysing current and future trends in European and multimedia markets
. At the end of the project, it was evident that even companies with the same characteristics and operating in the same economic sub-sector experienced and managed change quite differently. 

In particular, both very small and very large companies seemed better at managing and anticipating change, size bringing different advantages in each case. On the one hand, smaller companies were more flexible and had fewer infrastructural constraints; on the other, larger companies could count on more resources and sufficient infrastructure to deal with the changes. It was medium-sized companies that seemed to be most vulnerable in situations of change. 

Last but not the least, good relationships with customers, employees, suppliers, board members and regulatory authorities, as well as competitors, appeared to be an essential ingredient in the successful management of change.

Size and dimension

Change is nothing new. Governments and major social actors have a long tradition of developing policies and instruments, at both national and European levels, to accompany the process of change. In the past, these have played an important role in handling, for instance, the restructuring of traditional industries such as coal, steel, and shipbuilding.

Over the course of the last few decades, however, the transnational dimension of change has been growing rapidly and has become arguably the major engine of economic dynamism and renewal. 

· For example, the rate of cross-border mergers and acquisitions has increased sharply in the past few years. According to the United Nations Conference on Trade and Development (UNCTAD), the value of European cross-border mergers and acquisition-related sales increased in 1999 by 83% while European cross-border sales increased by 75%, reaching $345 billion and $498 billion respectively
. 

· Likewise, a report from the European Foundation for the Improvement of Living and Working Conditions (2004) points to offshore outsourcing and delocalisation spreading from manufacturing industry to the business-related services sector, with important implications both geographically and in legal terms
. 

Traditionally, company restructuring has been negotiated at a local or national level, and it is here that the immediate impact is felt on individual families and communities. National governments have been increasingly concerned by the challenges posed by restructuring. The French government, for example, has set up an inter-ministerial task force to coordinate government action and address the impact on employees.

With major corporations increasingly operating across the globe, however, the issue of restructuring has taken on an international dimension, as production is relocated from one country to another and one group of workers played off against another. This has become an increasing challenge for the European Union and its Member States.

EU policy on restructuring

The European Union and its institutions have produced a range of papers and policies dealing with different aspects of restructuring.  Below are some of the more significant developments in recent years.

The Lisbon Agenda

Industrial and organisational change is at the heart of the European Union’s 2000 Lisbon Agenda
 which has emphasised strengthening competitiveness and social cohesion as its two guiding principles. To manage change successfully change is seen as a crucial aspect of this strategy, designed to make Europe 

‘…the most competitive and dynamic knowledge-based economy in the world, capable of sustainable economic growth, with more jobs and greater social cohesion’. 

The drive to improve economic performance the decision to ’reorganise’ or ‘restructure’, but increased employment and a safe and healthy environment are equal objectives within the strategy to ensure sustainable growth.

The objectives set out in the Lisbon Agenda are based above all on a ‘positive’ approach to change: effective restructuring is an essential component of a healthy economy and with appropriate anticipation and management can bring enormous benefit with limited social cost.

European Parliament Resolution on Economic and Social Consequences of Industrial Restructuring

In July 2006 the European Parliament passed a Resolution on the Economic and Social Consequences of Industrial Restructuring
. This called on the European Commission to adopt a more decisive strategy to tackle industrial restructuring and its social impact. In particular, the Parliament considered that the granting of public aids should be linked to long-term agreements by the company securing employment and local development, and that any subsidy should be withdrawn where management did not respect these obligations.  The resolution also called for active social dialogue at European level to minimise the negative effects of globalisation, as well as underlining the importance of European Works Councils (EWCs) in informing and consulting workers on restructuring matters. 

Social Partners Consultation Paper

The European Social Partner organisations agreed a consultation paper on Anticipating and Managing Change
 which was adopted by the Commission in January 2002.  This argued for a dynamic approach to the social aspects of company restructuring and outlined a number of principles of good practice, as well as initiatives at Community and sectoral levels.

Following the consultation paper, the Commission instructed a group of experts to conduct a comparative analysis of the legislative framework and collective agreements relating to the anticipation and management of corporate restructuring in the EU15 Member States
.

European Commission Communication on Restructuring and Employment

In March 2005 the European Council reviewed and re-launched the Lisbon Agenda with a stronger emphasis on growth and employment.  In the same month, the Commission published a Communication on Restructuring and Employment
.  This recognised that current socio-economic changes were creating new economic activities but were also causing the disappearance of many traditional activities and related jobs.

The spread of new technology and new methods of work was making production faster and cheaper, bringing gains in productivity, but also was demanding different skills and types of training.

The Commission recognised too that changes in consumer demands, the new needs of an ageing population and greater sensitivity to environmental issues all had an impact on the labour force, and especially on more vulnerable groups, such as low-skilled workers, people with disabilities, elderly workers and women.

It also reaffirmed the importance of preserving the European social model which was a distinctive characteristic of the European Union’s approach to dealing with change.

The Communication also included a package of proposals aimed at improving the capacity to anticipate and manage the impact of change. It stressed the need to improve coordination between different elements of EU policy, to introduce new financial instruments to tackle restructuring issues and to re-shape existing ones. It called also for a greater involvement of social partners in these issues, in particular through the sectoral social dialogue committees, and established a Restructuring Forum, involving the Commission and other European institutions, social partners and external experts, to monitor ongoing changes and initiatives in this field. 

In June 2005, the European Trade Union Confederation published its response to the Communication from the Commission
.  Whilst broadly welcoming the Commission’s paper and its emphasising of the links between restructuring and employment, the response also pointed to aspects of the Communication which cause concern from a trade union perspective.
European Globalisation Adjustment Fund

In March 2006 the European Commission announced a proposal to establish a European Globalisation Adjustment Fund (EGAF)
, worth up to €500 million per annum, that could benefit every year up to 50,000 workers in the EU, especially in the regions and sectors hit by major changes in world trade patterns.
The new fund would complement existing policies and financial instruments, such as the European Social Fund and would intervene in the event of 

· Delocalisation to third countries (but not to other EU countries)

· A massive increase of imports

· A progressive decline of EU market share in a given sector. 

The EGAF would provide one-off, time limited individual support for tailor-made services to help, for example, workers affected by globalisation with individual wage allowances, re-training or concrete assistance to find new jobs.
The impact on employment and trade union concerns 

We have already noted some of the key ways in which economic change and corporate restructuring can impact on employment:

· Job losses and redundancies

· Insecure employment

· Reduced pay and conditions

· New work patterns

· New skill requirements.

Frequently restructuring, if handled badly, pits worker against worker, region against region, country against country and, in some cases, trade union against trade union.

What can trade unions do?

Trade unions at local, national and European level have a vital role to play in enabling workers to anticipate and to adapt to change and in ensuring that the social impact of restructuring is taken account of. If they are to be effective in this, they need:

· To be able to anticipate change, rather than reacting to faits accomplis.  This means gathering and sharing information, both nationally and transnationally.  It also entails trade unions demanding that their rights to information and consultation are respected and improved.

· To evaluate the likely impact of proposed changes and to be ready to formulate alternatives.

· To be ready to influence change as far as they are able through negotiation and social dialogue.

· To accompany the restructuring whilst trying to secure maximum support for the workers involved through retraining, redeployment, social plans and other measures.

· To take coordinated action to achieve these goals together with other trade unions, NGOs, local and regional authorities and other interested parties.

· In some instances, where rights are denied and negotiations break down, to take industrial action in an attempt to resist the proposed changes.

What resources do trade unions have?

There are a number of resources at trade unions’ disposal for supporting workers in situations of change and restructuring. Some of these are enshrined in legal or constitutional form; others are more informal.
Institutional resources

Various existing European policies and legislation can be seen as supporting workers’ representatives in anticipating and accompanying change. These include the recognition of employees’ rights in different areas (including the right to information and consultation) and the provision for social dialogue at both sectoral and inter-sectoral level. In its recent Communication on Restructuring and Employment
, the Commission also refers to ’transnational collective bargaining’ as another potential tool in the anticipation and management of change. 

Other Community policies have been given legislative form in various European Directives (on e.g. collective redundancies, the transfer of undertakings, European Works Councils, national information and consultation rights and workers’ involvement in the European Company). 

European Works Councils 

According to the European Directive on European Works Councils
, workers’ representatives have the right to be properly informed and consulted on company decisions involving structural changes. Information and consultation of the EWC at an early stage is extremely important, in order to enable it to play a role when restructuring takes place. Evidence shows that the participation of workers in company decisions helps to enhance competitiveness and to promote social cohesion.

There are several instances of EWCs having concluded innovative agreements, e.g. addressing the impact of restructuring on employment, or widening the scope of existing agreements in order to protect workers affected by restructuring.

· French case law, derived from the Vilvoorde closure case in 1997, has prompted the introduction of a right to information about restructuring plans within an appropriate time frame in the provisions of a number of EWC agreements
. 
· In January 2000, the management and EWC at Ford (Europe) signed an agreement regulating the conditions applying to employees of Visteon, Ford's components operation, in the event of it becoming independent
. This was the first time that an EWC had been accepted as a bargaining partner in this way by the management of a multinational company. The agreement became legally binding after the conclusion of additional national agreements by works councils and similar bodies in each country concerned. 

· In June 2001, the European Works Council and management of the Club Méditerannée leisure group signed a joint declaration on subcontracting, emphasizing the need to respect fundamental principles and rights at work
. 

Despite this, a central trade union criticism of EWCs has been that many exert only very limited influence on management decision-making, particularly with regard to restructuring. Some employers have also refused to recognise the statutory rights of the EWC.

· The Coca Cola Company has refused to apply the minimum requirements set out in the EWC Directive, does not recognise the trade union presence and prevents the EWC from fulfilling its role as a transnational representative body.

· There are examples of several other EWCs which have protested against lack of adequate consultation on proposed restructurings or against a refusal to acknowledge the transnational nature of the proposed restructuring. These include Alstom and Alcatel, where EWCs have organised demonstrations and strikes at European level to protest against restructuring plans
.

The original EWC Directive 94/95 sets out the three elements which form part of the social dialogue: information, consultation and participation.  However, the limitations on information and consultation in multinational corporations in the Directive, which is currently being revised, often produce an unbalanced consideration of the demands of competitiveness and employment.
European Social Dialogue

Articles 138-139 of the European Community Treaty accord to European Social Dialogue the specific role of consultation, negotiation and implementation of the agreements negotiated in the process of European integration. In its 2004 Report on Industrial Relations in Europe
, the Commission argues that:

’Social Dialogue at European level plays a vital role in the anticipation and management of change and it makes a key contribution to better governance.’

There are two instances in which European social dialogue has been a crucial negotiating tool for dealing with the social consequences that change causes. 

· The Framework of Actions for the Lifelong Development of Competencies and Qualifications was signed in March 2002. Recognising that the labour market was subject to constant changes, this agreement provides a negotiated framework for measures to regularly update skills and acquire new competencies.

· The Framework Agreement on Telework, signed in July 2002, was the first agreement between social partners under Article 139 of the Treaty. It defined a new form of work organisation, telework, and advocated a balance between flexibility and security with a view to maintain job quality.

Despite these examples, social dialogue is still weak, both at sectoral level and company level. Many employers are reluctant to give a clear mandate to a representative body at a European level. This is due to the lack of clarity in identifying partners in the European social dialogue in the Commission list, according to Article 138 of the Treaty. Equally, since results at sectoral level are generally unsatisfactory both in quantitative and qualitative terms, it is bargaining at company level which plays the key role in situations of restructuring. However, dialogue at company level often suffers, too, because worker’s representatives are denied full involvement. 

International framework agreements

Since they are negotiated on a global level and require the participation of trade unions, international framework agreements are an ideal instrument for dealing with the issues raised by globalisation. International framework agreements are negotiated between the central managements of multinational corporations and international and national trade union representatives. 

The Rhodia Agreement

In January 2005, a global social responsibility agreement was signed at the French chemicals multinational, Rhodia
. Apart from the ILO Conventions and the UN Global Compact, this agreement contains a number of commitments. 

For example, the section on mobility and employment opportunities affirms the right of employees and their representatives to be informed as soon as possible about restructuring exercises, and emphasises the need to minimise the impact on employment and working conditions. 

The Rhodia agreement also encourages internal mobility and provides commitments to training and preparing its employees for new occupations, technologies and skills development. 

The Total Agreement

An international framework agreement was signed by Total, the French energy multinational, in November 2004
.

The section of the agreement dealing with training stresses the importance of encouraging national managements, in cooperation with local employees’ representative bodies, to anticipate technological, industrial and environmental change and to anticipate new training needs. 

Other sections of the agreement guarantee that changes in the structure of the company that are likely to have an impact on employees will be discussed at an early stage and, in the case of closure, the company will ensure that measures for internal or external redeployment are taken at local level. 

Total will at the same time implement measures to attract new investments in areas affected by restructuring, in order to alleviate the economic impact.

Informal resources 
Alongside these ‘institutional resources’ there are also initiatives which are less formally structured. Crisis situations resulting from this kind of radical change can lead, on the one hand, to demands to respect social legislation or collective agreements.  On the other, they can also lead to more spontaneous actions to reaffirm acquired rights.

Information sources

Anticipating change means being constantly alert to developments in the sector in which one is working as well as to more general overall trends. Information sources abound, from trade union national research departments to press and media. It is worth drawing attention, however, to two specific sources of information on industrial relations and economic restructuring at a European level:

· The European Trade Union Institute’s Research Department
 has as its goal to keep trade union organisations informed about various European matters affecting trade union policy and its implementation.  It conducts research on industrial relations, the labour market and social policy.  As well as producing a wide range of publications, the Research Department provides a database on multinational companies and on EWC agreements.

· The European Monitoring Centre on Change (EMCC)
 provides an important resource for monitoring and anticipating corporate restructuring. As well as analysis of economic trends in particular sectors, it also explores future scenarios outlining the possible frameworks within which future decisions might be taken. The EMCC’s European Restructuring Monitor
 is an online database of company restructuring cases and predicted employment effects.  It provides statistical outputs, including comparative statistics identifying types of restructuring as well as sectoral and country trends.

Online networking

In the context of restructuring, effective communication and the swift exchange of knowledge and information is crucial. Sharing experiences in a transnational context through networking, especially using Internet technologies
, allows members to be constantly aware of what is happening elsewhere, making it easier to anticipate company strategies, and consequently to react more quickly.

Networking can be an effective way of understanding the impact of events that are happening in different countries in different economic fields, by sharing the expertise of people who are knowledgeable in different fields.  It is also enormously valuable in helping coordinate responses and plan effective action.

Industrial action

According to the EIRO survey Developments in Industrial Action 2000-4
, employment issues (job losses, redundancy and unemployment) were among the most important reasons for industrial action. Workers and trade unions do not take industrial action lightly. Withdrawal of labour is a last bargaining measure. Industrial action is the expression of a feeling of social unrest and dissatisfaction, but it also provides a means of having a voice in the process of change and sometimes, if necessary, impeding it. 

The FIAT Case

In December 2002 the management of FIAT, Italy’s largest manufacturing group, reached an agreement with the government aimed at re-launching and reorganising the company to enable it to deal with the difficult financial situation and a period of weak economic performance
.
The trade unions criticised the content of the agreement and decided to undertake a series of industrial actions to protest against the damaging impact this would have on employment and the inadequate guarantees given by the company. 

This local action was soon accompanied by a global attempt by the European Metalworkers Federation to organise a European ‘Day of Action’ with the support of the EWC. Two hours’ mobilisation of the workforce was organised at all European plants with the aim of avoiding job losses and maintaining production and employment levels within the FIAT group.
Trade unions and the challenge of change

In considering the anticipation and management of change, we also need to recognise that trade unions themselves are having to adapt to changing situations and to reshape themselves in various ways to respond to new challenges.

· Firstly, large-scale economic changes bring profound alterations to the way work is organised, to job definitions and to the demographic profile of the workforce. Trade unions have to develop new strategies to respond to the needs of these new groups of workers, including migrant workers, teleworkers, self-employed workers (and those who have been given ‘bogus’ self-employed status), and increasing numbers of women, young people and older workers. These are often the most vulnerable targets of restructuring, globalisation and the casualisation of work. The traditional image of a worker has changed and this poses new challenges for trade unions in terms of recruitment, organisation and representation. 

· In many sectors, the traditional boundaries between trades or vocational groupings are breaking down. One of the clearest examples is provided by the emergence of multinational logistics companies in the transport sector. These transcend the traditional road, rail, ports and air transport groupings to provide integrated freight services, which may also include warehousing and other services, often with a significant element of IT work.  This new form of company and work organisation poses a challenge to trade unions whose organisation has generally been based on the traditional, clearly-demarcated sectors.

· The other significant challenge is the increasing globalisation of the economy. This means that now more than ever trade unions need to act at transnational level in a coordinated manner.  This is essential if they are to avoid companies competing by lowering wages and working conditions, rather than by increasing innovation and productivity. In a European context where multinational companies operate across several Member States, the significance of the European level in addressing, anticipating and accompanying change is clear. For the European trade union movement, that means developing a new European consciousness and responses to restructuring at a European level that are at the same time supportive of and driven by local and national needs. 
Moving forward

The view of the European Council in Lisbon was that change should be ‘embraced’ and ‘managed’, rather than ‘feared’. This means looking at change in a proactive and creative way. The implication is that social actors should be jointly involved in managing restructuring: that is, dealing with it in a socially responsible way. In essence, this means developing employees’ capacity to be part of a ‘joint’ or ‘shared’ management of change, and supporting them while they adapt to it. Trade unions, and in particular the European Trade Union Confederation, advocate this kind of socially responsible attitude to change.
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