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1. 
SHORT INFORMATION ON HOW THE CASE STUDY WAS CONDUCTED

For the case study information was collected both in Austria and Croatia.  First, a detailed interview on the case background and the restructuring was carried out with the head of the development department of Messenger. Then two project managers of Messenger were interviewed. After a first analysis of these interviews two FORBA researchers went to Croatia and conducted five interviews at the company Digit. The interview results on the cooperation and on distributed work were presented at a workshop in Austria to both the Austrian and the Croatian team. The workshop discussion with 8 participants was used to reflect on the interview interpretations. Finally further interview with the head of development and with the workers’ representative at Messenger were conducted.

In parallel to and in support of the case study FORBA carried out a separately funded project jointly with the company Messenger. The focus of that project was on the improvement of development processes in virtual teams and the assessment of costs and benefits of cross-border relocation of work. 
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2.
GENERAL OVERVIEW OF THE CASE STUDY

Brief basic characteristics of …

· the companies involved: Commun, international; Messenger, Austria/international; Digit, Croatia

· the business function: Software development

· the units covered: development units in Austria and in Croatia

· products and services: telecommunication applications

· the restructuring: relocation of work from Austria to Croatia

· the period of restructuring (when): 2005 - 2006

· numbers of workers in the companies: Commun: 1,100; Messenger: 220; Digit: 15

3.
CASE STUDY FINDINGS

3.1
Company and value chain (re-)organisation:

3.1.1
(re)organisation of the business function, legal and ownership structures, company boundaries

The case study focuses on the relation between the companies Messenger in Austria and Digit in Croatia. These two companies are parts of a larger international corporation, called Commun here. Messenger became part of the corporation after a takeover in 2004 after having been an independent Austrian company with a wide range of international customers before. Digit used to be a data entry company working for Italian customers that used the cheaper labour in Croatia. The data entry company had a small programming unit. Commun provided technology to the data entry company and, step by step, became the owner. The data entry business was not successful because of decreasing numbers of orders from Italy (the customers looked for even cheaper labour further east). Commun decided to sell off the data entry business and only to keep the development department. The idea was that the developers, who had adapted the technology provided by Commun before, could carry out development work relocated from the USA. In addition, more programmers should be taken on in Croatia. However, after a phase of recruitment the project was neglected by corporate headquarters and, finally, attempts to relocate programming work from the USA to Croatia were abandoned. Later on, the Austrian development manager was asked by headquarters to “see whether we can do something with the Croatian unit”. Only after that Digit became a continuously working development unit. 

 Within the organisational structure of Commun the business function ‘product development’ is one of three business functions. The others are ‘product marketing’ and ‘product management’. The business function ‘development’ is organised on a global basis: All local managers of product development report directly to the head of the business function. Messenger and Digit are fully-owned subsidiaries of Commun. 

3.1.2
(re)organisational and spatial aspects of the value chain 

The group Commun has locations in the USA, in the UK, in Germany, in Austria, in Croatia and in Vietnam. As far as product development is concerned the Austrian management reports to the head of the business function who is based in the USA.  Other development units or centres are in the USA, in the UK , in Vietnam and Digit in Croatia. The larger units in the USA and Austria are specialised on the products of the respective company and there is therefore little overlap in the work content.  The US company and the Austrian company conduct different businesses in neighbouring areas of technology. In terms of workflow there is only an interrelation between Austria and Croatia and, to some extent, between the UK and Croatia. 

The development unit in Croatia recently became part of product development of Messenger in Austria. In a first step, Messenger could use Digit’s capacities without being charged. Only after the first year an ordinary budget was drawn up. The manager of Digit reports to Messenger’s head of development. 

The first value chain mentioned in this case study included the data-entry activities in Croatia for Italian client companies. Commun was the provider of scanning and data entry technology; a small development department was in charge of adapting the software to make data entry more efficient. The restructuring of this value chain resulted in the development department becoming a separate company. In this case study we don’t go into detail on this first value chain.

The second value chain consists of Messenger’s products and services for large companies in the financial services and elsewhere, the internal product development and the development, programming and testing activities carried out at Digit in Croatia. Messenger is a technology provider to large companies. These use hard- and software and receive support for the systems. On the basis of customer requests defined by some 40 sales points around the world which include own sales subsidiaries in 13 countries, the product management department describes the required product changes or developments.  The development process is carried out at the Austrian location, parts of development and testing are passed on to the Croatian unit.  The division of labour and the workflow is described in detail below (see 3.4.). This is the value chain the case study is about.

3.1.3
contractual relations (between the companies) and power relation (main power resources of companies and units, forms of governance of the value chain)

As a consequence of the takeovers in Austria and in Croatia, Messenger and Digit are now part of the same international company Commun. As such they are formally independent from each other. However, after a time during which Digit reported to the head of the business function in the USA, the Croatian development unit became part of Messenger’s development department. 

In addition to this new formal hierarchical relation, Digit is clearly dependent on the Austrian company. Currently most of the work is done for Messenger. Digit doesn’t have other business perspectives than to carry out work for Messenger or other companies within the Commun group. 

3.2
Functions and overall workflow in the value chain

3.2.1
functions performed in the value chain, changes through restructuring, tasks carried out in different units, division of labour, workflow in core areas

The value chain consists, first, of sales and customer relations units in various countries, second, of marketing, product management and development in the Austrian location and, third, of the development unit at Digit in Croatia. Within Messenger at the Austrian location, the product management department defines the additional functions that need to be developed for the products. In principle, Messenger’s products are standardised, but usually customer-specific features are added on while older products need regular updates. Customers are large companies, e.g. in the financial sector, all around the world. New products or functions are usually defined in contact with the customer companies. The functions needed are then passed on to the development department where software development takes place. For some projects or products Messenger’s development department in Austria deploys programmers of Digit in Croatia. Once the software is changed or new software is developed the test team within Messenger’s development department takes over. Again, part of the testing is done at Digit in Croatia.  There is a clear division of labour between the two locations: Project management is always located in the Austrian unit, while programming is also done in Croatia (for details see  3.4.)

Before the restructuring, all development tasks used to be carried out within Messenger at one location in Austria. 

3.2.2
geographical structure of companies and units, spatial division of labour along the value chain, geographically distributed work

The global reach of Commun, with companies in the USA, Austria, UK, Croatia and Vietnam, does not really affect the value chain under investigation. The software development work is divided between the Austrian and the Croatian location. The geographical distance between them is between 500 and 600 kilometres. 

The organisation of geographically distributed work is clear: In both main projects or activities there is a project leader in Austria and a team leader in Croatia. The project leader in the Austrian location collects the requirements from developers or product managers and other ‘clients’ and passes on the demands to the relevant team leader in Croatia. The team leader then turns the demands in tasks for the team members. When the work is done the team leaders send the results for acceptance to the project leaders in Austria.

In practice, the spatial division of labour however is not always that clear-cut. In one of the projects the role of liaising with (internal or external) customers moved forth and back between the project manager in Austria and the team leader in Croatia depending on the availability of the project manager. On top, there is not only geographically distributed work but also some mobility of workers. As a rule, Croatian team leaders or programmers spend lengthy periods of up to three months in Austria for training and establishing procedures of collaboration.

3.2.3
temporal aspect of the workflow, the role of time and flexibility, consequences of restructuring

The temporality of the workflow depends on the characteristics of the individual project. In general, in the projects with distributed work there is a sequence: project leaders in Austria send work requirements to Digit in Croatia, the work is carried out and then returned for acceptance.

Work is carried out on the basis of the project organisation defined by the project managers at Messenger. Usually, this allows workers at Digit to work continuously without time pressure. Occasionally, there are work interruptions because further tasks are not passed on to Digit in time.  However, Digit is obviously not used as a capacity reserve which would mean irregular workloads with partly high pressures. The availability of project managers in Austria seems to be the bottleneck in the project work.  

Interviewees mentioned the advantage of being in the same time zone. Communication by telephone and not only via e-mail is needed. However preference is given to written communication: In some projects, (written) chat of Skype is being used extensively because it is more informal than e-mail but also allows communicating without interrupting the work of the addressee. 

 3.3
Changes of employment 

3.3.1
employment structures (categories of workers, basic gender relations, employment contracts) including changes

Messenger currently employs 45 persons in product development. Only two of them are women. Most developers are rather young; the average age is around 30 years. The workers usually have either university degrees post secondary or school leaving certificates in computer science. Personnel turnover is low; people tend to stay with the company. The standard employment relationship is the norm; this means that workers in product development at Messenger have open-ended contracts fully covered by social security. Some work part-time, but full-time work is the rule.

The employment level was not reduced during restructuring. On the contrary: The ownership change led to an increase in employment in product development because the new owners decided to invest in the development of new products. This increase more than compensated for the relocation of work to Croatia. In total, more people work now in product development at the Austrian location than some two years ago when some 30 developers worked for Messenger. This increase is caused by a separate parallel development however and there is no causal relation with the cooperation with Digit in Croatia.
Digit, the Croatian subsidiary of Commun, employs 12 persons – virtually all in software development. All staff, except one women, who works in administration, are men. 

3.3.2
employment conditions (terms and conditions, contractual flexibility), human Resource Management and internal labour market (including changes)

At Messenger the standard employment relationship is the norm. These contracts are subject to labour law and, in particular the White Collar Workers Act and the Working Hours Act. The workers are also covered by a sector level collective agreement concluded for the retail sector by the white collar workers union GPA and the Chamber of the Economy. For some years there has been a special collective agreement for the IT industry but neither the company nor the works councils made any attempts to change over. The actual wages are well above the minimum wages stipulated by the collective agreements. Therefore such a change would not affect income levels.
Also the developers of Digit in Croatia have open-ended contracts. Only for the first period after recruitment fixed-term contracts are used for a trial period. All developers work full-time.

There is a considerable difference between the wages in the Austrian and the Croatian company. The difference in gross wage costs for programmers between Croatia and Austria is about 1:3. This means that development work is much cheaper in Croatia. 

Weekly working hours are 38.5 at Messenger and 40 at Digit. Workers at Messenger have a flexitime arrangement requiring them to schedule 20 to 25 hours a week as core working hours during which they have to be present. The interesting feature of the arrangement is that workers can define their core working hours individually.
Wages at Messenger are set and increased in individual negotiations. There is complex s a bonus system which includes, for example, bonuses for meeting of project deadlines. 

3.3.3
negotiations on changes in employment (redundancies, transfer of workers etc) and employment conditions 

Restructuring did not lead to any official changes of employment conditions. There were no transfers of workers, no changes of contracts and there were no redundancies – neither at the Austrian nor at the Croatian location. In Austria, Messenger recently took on additional developers.  
At the Austrian company a works council was recently elected and established by the workers. This workers’ representation body however was not involved in the restructuring described here and there were no negotiations about changes of employment. Also the developers whose tasks shifted from development to project management kept their contracts and their grading. 
The changing work roles of Austrian developers who became project managers was not considered a change of employment. The shift did not have an impact on their grading. Nor was there a negotiation about the work roles of Croatian developers that needed to travel to Austria for lengthy periods of training and for frequent meetings. This means: Although restructuring led to changes in the tasks, there was no adaptation of job titles, employment contracts and employment conditions. The chairperson of the works council doesn’t perceive of this kind of restructuring as an issue for the workers’ representation. Only if there are consequences for the personnel it would be seen as a matter for consultation procedures.

3.3.4
impact on quality of work

The employment and the employment conditions remained rather unchanged – both at Messenger and at Digit. For a core group on both sides the job now involves more travelling and for some periods of absence from home. This wasn’t seen as harmful to the work-life-balance by the interviewees. This perspective is of course influenced by the gender divide: Women (with a family) do not work there, they might have other perceptions. But also the young age group may not mind travel and periods abroad so much. Men with families might mind as well, or their families might object.
For the Croatian company the actual inclusion in Messenger’s development department improved the perceived job security. Before, Digit’s situation within the group of companies was rather unclear which also meant a lack of mid to long-term employment perspectives. At Messenger in Austria perceived job insecurity did not increase because workers at Digit are not seen as competitors for the jobs. The reason seems to be that, first, Messenger and not the parent company decides on the form and the amount of relocation of work and, second, the cooperation with Digit rather improves the standing of Messenger within the corporation.
3.4
Changes of work organisation 

3.4.1
content of work, cooperation, managerial control, spatial aspects (distributed work, workers‘ mobility), role of customers (including changes)

Work is basically organised in projects. For each product development task decided on by product management a team is formed that is headed by a project manager. The project managers report to the head of product development. The main change of the work organisation consists in the geographically distributed work that came about through restructuring: Part of the projects’ work is now relocated to Croatia. The basic organisation for this is the following: There is a project team and a project manager in Austria and a dedicated team with a team leader in Croatia. The project manager passes on programming or testing tasks to the team leader at Digit; the team leader distributes the work among his team members. Once the tasks are accomplished the team leader sends the results to the project manager for acceptance. 

In spite of this common general picture of distributed work, the projects may differ in some respects. The variation is not only due to differences in the actual procedures or the way of working of different persons, it is also caused by the product or task and by the relationship with other departments or business units such as product management and customer services. The main differences relate to the degree of formalisation of work-orders, the responsibilities of the project leader and the relationship between the teams in Croatia and the developers or ‘clients’ in Austria or elsewhere.

While in one project the work-orders are highly formalised (the team leader at Digit receives a form with all necessary information), in another project the description of tasks for the Digit team take a multiplicity of forms ranging from brief verbal information to extensive written communication. Rather often, information is not sufficient or not clear enough so that misunderstandings occur and further clarification is needed. What is more, while this team leader in Croatia, in principle, gets the work-orders from the project leader in Austria who in general is in charge of customer contact, sometimes the team leader at Digit has direct contact with internal or external ‘clients’. This seems to depend on the availability of the project leader. Thus the team leader may loose the direct client contact again which means a loss of competence and a loss of first hand information. 

Currently, partly as a result of the case study interviews and the outcome of the workshop, changes of the project organisation are being discussed: higher degrees of formalisation, (virtual) kick-off meetings for all projects or work-orders, direct communication between team members in Croatia and team members in Austria through official inclusion on project teams. For the team members in Croatia the last mentioned would have the advantage of being involved from the beginning and having better knowledge of the product. The disadvantage could be that communication may be difficult because people may not know each other. This may result in less clarity of information and work processes as compared to the current situation with separate teams and two clear liaison roles. In fact, workers seem to favour the current organisation: “For me it is better to have one person who is responsible for communications”, says a team member at Messenger.  

‘Chatting’ via Skype is the most important communication tool. The big advantage of (written) ‘chat’ is that it is even more informal than writing e-mails. Questions can be asked very spontaneously and the programme also offers the possibility to archive longer sequences of chat easily and to use them again later. This possibility, which seems to be very helpful to reconstruct the process of a project, however is not used in all projects extensively. In a project where ‘chat’ is used more extensively three pages of chat a day are not unusual. In contrast, telephone calls are not very important for the daily work. Compared to telephone calls, written communication via Skype has the advantage that there is no automatic interruption of what one is doing. It is possible to finish a task and then to look at the incoming message. Telephone conferences with fewer people are held about once a week, but they have a very general management function. Specific things concerning the projects are not topic of these conferences, they have to be solved within the projects.

In the project with less formalisation and more cooperation problems programmers at Digit do not always know what they have to do. This is not only due to organisational or communication problems. Already the information the project manager at Messenger’s development department gets from product management doesn’t seem to be sufficient: “It is not clear how it should look in the end”. One of the reasons is that the product they are dealing with is rather old and badly documented. Under such conditions, organisational weaknesses make themselves felt more strongly with geographically distributed work. People at the receiving end, i.e. at Digit, reacted by starting to write user-cases which are intended to describe the functions of the requested feature. By this they try to reach more clarity in the instructions by defining the specifications themselves and by asking, on that basis, for confirmation before starting to work.

3.4.2
organisation of working hours, differentials in working hours between companies, temporal flexibility (including changes)

At Messenger employees have flexible working hours, within limits they can decide ad hoc as to when they start to work, when they leave and when they take a day off.

At Digit developers work more or less standard working hours between 8:00 and 17:00. The weekly working time in Croatia is 40 hours, in Austria 38.5 hours. At Messenger there is a flexitime arrangement. Working hours are recorded and overtime is compensated by time off. There are regular peak times in particular towards project deadlines. There also is a seasonal fluctuation due to regular releases. In general, workers can plan their working hours quite well in spite of the flexibility. 

At Digit the actual working hours changed a lot: Before the cooperation with Messenger the situation seemed to have been quite chaotic. Digit did development projects for Italian customers; the work wasn’t well planned and at times there were not enough developers for the work at hand. This resulted in extreme workloads and very long hours. At other times people literally hadn’t anything to do for long periods. Now, with Messenger, the workload is much more balanced and the tasks can be fulfilled within the standard working hours. In some of the teams the planning of continuous activities is still a minor problem however. Currently this means occasional interruptions of work because the work-orders do not come in continuously and the team leaders find it difficult to plan the work of their team in advance.

There is a need to coordinate holidays: People working for Digit have to be available for error correction and therefore their absence has to be planned and needs agreement from Messenger. Both for the Croatian and the Austrian programmers the recording of working hours is detailed. For cost accounting reasons fractions of hours worked on a project need to be registered.

3.4.3
functional flexibility, teamworking (including changes)

As we have already described, there is a division of labour between Messenger and Digit; there is a division of labour between projects and teams; there is a division of labour between developing and testing; and there is a division of labour between project managers and developers. Across these divisions there is little functional flexibility. 

In the development department of Messenger there are four software development teams. Within the teams developers cooperate closely during the projects. After the project is finished the team may be dissolved and a new one put together again for a new project. This may lead to different composition of teams. But during the lifetime of a project there is usually no flexible deployment of developers between projects.

With Digit the picture is similar: There is hardly any functional flexibility between the separate teams. And there is less teamwork because, more often than not, the tasks are carried out individually. Here, rather than a closely interacting working group, the team is an organisational unit in which the team leader assigns tasks to individuals.
More functional flexibility is demanded from project managers, who are put into other projects and get additional tasks from time to time which influences time resources and the quality of project management.

3.4.4
impact on quality of work

The quality of work for the developers at Digit has clearly improved through the cooperation with Messenger. Before, extreme workloads alternated with no work at all. Both situations were perceived as strainful. Currently there are only minor problems of work planning and discontinuous deployment of programmers.

People at Messenger are generally very satisfied about how and how quickly people at Digit react to their questions and requests. In contrast, people at Digit argued that for them it is not always transparent when they can expect an answer to a question and why it takes sometimes longer than they expected. Communication difficulties, which occur in all projects from time to time, don’t seem to have anything to do with language problems. Communication is in English, and all team-members have sufficient English language skills especially because they are all very experienced in using the technical terms. People at Digit actually mentioned that the English of the Austrians is easier to understand than the English of native speakers from Great Britain. 

Nevertheless communication is sometimes inefficient and not clear enough. A respondent at Messenger said: “It happens that there are misunderstandings, he wanted to know this and I described something totally different or I wanted to know something from him and he got it wrong.” In cases like this people explain that the geographical distance intensifies the problem, because it would be much easier to go to the colleague’s room and show him directly what is meant. “Sometimes that’s difficult, then it would be easier to go to his computer, click around and show what’s meant, that would be easier “, says a project manager. All people involved in the projects have the impression that it helps a project very much if there is not only communication via ICT or telephone, but if there is also face-to-face communication in regularly meetings. “What would be nice: if we have some meetings e.g. once per quarter in the future, where you can discuss projects and something, organisation process and so on”, says a team leader from Digit. It could be helpful to introduce regular face-to-face meetings, which are not only called in the case of a problem. To know how people’s workplace looks like and how their infrastructure works would make it “easier to understand, where problems are located.” 
On the other hand, projects without face-to-face contact have been known to work well, too. Collaborating with the UK development unit, Digit workers did not meet their project manager at all over a period of 1.5 years. Everything was well organised and worked very well. So it can be said, that direct personal contact may not be important as long as the process is highly standardised and formalised and project management works perfect. But if tasks are not standardised, formalisation is low and there are problems, proximity and face-to-face meetings make it much easier to solve difficulties and to go back to regular work. ‘Software is complicated and the problems that have to be solved every day are not always easily described’, a developer argued. More time and consideration are needed to describe a problem in an e-mail as compared to a face-to-face situation.
In this case distributed working is not very well supported by technology. Online connections between Digit and Messenger (and the entire company) are somewhat fragile. One of the reasons is Digit’s IT-infrastructure. Firewalls are very sensitive. The connection between Messenger and Digit is not fast enough to use all possibilities their IT-system offers. For example VPN (Virtual Private Network) makes it possible to access Messenger’s databases and files directly from Croatia, but this doesn’t fully work yet. One reason for this is that the whole IT was restructured at corporate level and that there is still much open as to how it is going to be organised. This is why shared servers, files, workspaces and the system for version management cannot be fully used for distributed work.
3.5
Skills, knowledge and learning

3.5.1
formal skill structures (including differences between men and women) and actual skill needs

The workers in Messenger’s development department hold various qualifications related to science or computer science mostly at the level of university or post secondary education. Digit’s programmers have post-secondary school leaving certificates in mathematics or computer science. 

Due to the cooperation with Digit tasks of project leaders at Messenger changed a lot. Their job – at least partly - changed from programming or testing to project management, which requires totally different skills. It is also mentioned at Messenger, that a course for project management might be helpful. Other courses people would be interested to take in are programme development and programme architecture. Although people know enough to do their work appropriately, they experienced that training courses can give new inputs for one’s own work. In this fast changing business there are lots of things people can include in their work, which could facilitate processes, although they are not absolutely necessary.

It is one of the most interesting findings of the case study that the changing work role – from developer to project manager – was not officially recognised as a job change. Consequently, the different skills set to do the job was not subject of personnel development measures. This is not surprising and can probably be found in many companies. The reason is that the competencies project managers need are seen as soft skills or talents people have anyway – or not. It is a big shift from performing individual technical tasks as a developer or programmer to applying social and management skills as a project manager. However, the workers’ representative argued that only people become project managers who are interested in such a role and nobody is forced to assume it. Thus, it can be expected that these persons have the necessary soft skills or develop them. Nevertheless, in the absence of formalised skills and competencies project management became a matter of individual capabilities, and success of projects varied accordingly. Informally, their role seems to be recognised however: One project manager argued that he became more important for the company since he is responsible for the cooperation with Croatia and therefore interpreted it as a career step. 
3.5.2
knowledge intensity of the different tasks, standardisation and formalisation of work

In software development there are high levels of knowledge intensity. There is however a pronounced division of labour resulting in different levels of knowledge intensity in different jobs. The programming tasks that are carried out at Digit are mostly routine work. The work mainly consists in coding. Apart from the programme language, the programmers have to have some knowledge of the product they are working on. They usually get to know this by reading manuals.

In one of the project we analysed the team leader in Croatia receives formalised work-orders, i.e. forms containing detailed specifications for the writing of code. In the other project the form of work-orders varies. It can be a written description or a short information as to what should be done. It seems that these work-orders are not always clear. More communication seems to be needed for the clarification in this second project than in the first one. However, this has to do not only with the process but also with the state of the product and the documentation.

The development process and the cooperation between the two locations made it clear that high degrees of formalisation and standardisation make it easier to relocate work and to work geographically distributed. To improve the geographically distributed work higher levels of formalisation are aimed at.
3.5.3
learning opportunities, training policies 

Most of the tasks carried out at Digit and Messenger had been learned by doing on the basis of programming skills. Initially the workers of Digit received initial training in Austria, where they were introduced to the company and its products, but most of the things had to be learned in practice which is part of daily work. ‘I learn more every day’, says a programmer and team member in one of the project at Digit.  It is mainly the experience over the years, which makes people feel more and more confident in what they are doing. An important part of learning by doing is the discussion with other people. This however is not possible in small projects and if the project manager at the other location is difficult to reach.

At Digit further training in form of courses is very limited. There is a budget for buying books and people use as much time as possible to stay up-to-date and to learn what they need by reading. Sometimes there is not enough work to do, so the team leaders try to use the time to learn something. Sometimes it is possible to attend conferences on technological topics. It was also mentioned that information about the products is not always totally sufficient. ‘The only problem is to learn the products, you have to understand it, that is all’, says a programmer at Digit. 

At Messenger there is the possibility to take courses, but these courses normally should be relevant for several people, so that they can be held at the company. Nevertheless there is the possibility to get individual time and money to attend courses from external training providers. Workers use these opportunities to highly varying degrees. Some workers argued that they would use these opportunities more often but that the access to courses is not very clear. As was already described above, no explicit measures of personnel development were taken for workers who became project managers in distributed projects.
Information management happens in a very individual way at Messenger as well as at Digit. Lotus Notes is used somewhat unsystematically, there are lots of different word-documents and e-mails, but no central information base. Google plays an important role for the search for information, too. Information transfer between Messenger and Digit is not easy, because it has to happen in a more explicit way (for example in writing or by phone) than between people at one place. It is not always easy to wait until someone has time to answer a question: ‘…but if you need information, you have to pull it out of him’, says a team leader at Digit about a project manager. 
One problem which came up for people at Messenger as well as at Digit is information exchange. For example, there is no common knowledge base, which is updated regularly; everybody does his own knowledge management. Recently, Commun started to work with an intranet forum for research and development, which seems to be a good possibility to get information from experts also from other parts of the corporation. This forum is not used by all employees however; some find it more useful than others. The problem of information management concerns also e-mail. Looking for information which was sent some time ago is sometimes very time consuming. A reason for this is the subject-line in e-mails which often has nothing to do with the content of the e-mail, after having been sent and returned for a few times.

3.5.4
impact on quality of work 

The initial training phase Digit’s workers spent with Messenger in Austria turned out to be very helpful not only to acquire the necessary knowledge but also to lay the grounds for the virtual team working later on.

The new role of project managers for distributed work is a difficult one. It is easier to handle for very well organised persons with good communication skills. But it is not only a question of competencies. If the framework conditions are not very good - unclear communication from the ‘client’ (product management) or badly defined and documented products – it is difficult to provide good working conditions for the remote team. Such a situation is then strainful both for the project manager, for the team leader at the other location and for his team. 

3.6
Industrial relations & regulations

3.6.1
forms of workers’ representation

At Messenger, the workers recently established a works council. In Austria, workers in establishments with more than 5 workers have the statutory right to elect such a representative body. But workers have to take the initiative to make it happen. At Messenger, there were talks about setting up a works council for years. The works council election was finally triggered by the unclear situation during and after the takeover by Commun. Some of the workers felt that the possibility for setting up a works council might deteriorate later on through the closer integration into the new corporation. So they thought they had to act then. 
Wage negotiations are individualised and individual wages are kept confidential. Only now the works council is negotiating with management to get access to the wage data in order to be able to monitor the adherence to legal requirements.  
At Digit there is no worker representation.

3.6.2
information and consultation, issues of negotiations

In the restructuring of the product development the works council did not play an active role. The reason is probably not that is was only recently established. Rather, the restructuring is not perceived of as an issue for workers’ representatives. It seems to be too low key and too high key at the same time to appear on the works councils ‘radar’: The works council doesn’t want to interfere with individual projects nor with company policies aimed at improving the standing of the company. 

The works council would react if workers contacted them. Overall, there weren’t actually any issues that would usually be dealt with by a works council. In general, the works council is wary of interfering with workers individual concerns – this also includes wages.
3.6.3
impact of national and European regulation (on the involvement and negotiation of consequences of restructuring,) and problems of enforcement

The employment contracts at Messenger are subject to Austrian labour law and a sector level collective agreement. There is a special collective agreement for the IT industry. It contains regulations for working hours, wages, seniority etc. The collective agreement doesn’t affect the pay level much because in the industry in general,wages laid down in the collective agreement generally represent a minimum,  and wages are individually agreed above that level. But pay rises are negotiated annually at sector level, and then are implemented accordingly on the firm level  and working hours regulations need to be followed by the company.

There don’t seem to be any problems of labour regulation enforcement with Messenger. Working hours are recorded in detail and the working hours regulations are adhered to. 
3.6.4
pressures on regulations and national institutions

Pay levels or working hours regulations were not the immediate reason to relocate work from Austria to Croatia. Rather, the original reason was the availability of a development unit and the corporate management’s demand to make use of it. Of course, the wage differentials between Austria and Croatia were the motive behind Messenger’s move. 

In a joint project we conducted with Messenger in parallel to this case study we developed a detailed cost-benefit-analysis to assess the advantages of the relocation of work. It turned out that the savings are considerable: On the assumption that there are no differences in productivity the average cost saving in the projects with relocated work turned out to be around 35%. In the long run this cost difference could lead to pressures on wage costs in Austria.
3.7
Conclusions

3.7.1
basic characteristics of the case

The case study describes the consequences of corporate restructuring in the IT industry and in software production. Through company takeovers two software development units become parts of the same international company and started to cooperate. As a consequence, software development projects are not carried out at one location any more. Rather, the work is distributed among two locations, one in Austria and one in Croatia. This cooperation and establishment of distributed work is described as an example of the lengthening of a value chain.

3.7.2
importance of the case for the WORKS research questions

The case study describes the impact of corporate and value chain restructuring at the level of the work organisation. It shows the relation between the organisations and the way development projects are organised. In particular, it makes clear that standardisation and formalisation support relocation of work and geographically distributed work, that work roles may change considerably in the process, and that new skill needs emerge that are not always officially recognised. And vice versa: Relocation is likely to require both more standardisation and new skills – both of which seem to be somewhat underrated and individualised in the company.
The case study provides insight into the complexity of organisational and technological aspects of distributed work. It shows that even in the IT sector itself appropriate technology is not always in place.  

3.7.3 impact of restructuring on quality of work and quality of life

In this case restructuring has diverse effects on the quality of work and the quality of life. In the dependent development unit in Croatia working conditions clearly improved. This did not come about through the takeover and the establishment of distributed working however. Rather, the switch from one value chain to another brought an improvement in the planning of work and in the workloads: Previously the work was very badly planned so that periods with extremely high workload alternated with periods with no work at all.

For workers in Austria the relocation of work did not have negative consequences for employment security. Corporate restructuring led to a parallel increase in employment at the Austrian location. New demands were put on project managers that have to lead the work in the remote location. This new task not only requires new skills but also time resources that are not always easy to provide for.
The case study clearly showed that the quality of work in the dependent unit within a value chain or an outsourcing arrangement not only depends on the structural characteristics of the companies involved and the power relations between them but also on the quality of project management which, in turn, is influenced by the skills and competencies of project managers, their time resources for managing a remote team and by context conditions such as the state of the product and the documentation, the relations with actors external to the development unit such as internal and external clients. The personal interest in, and the official recognition of, the new role as well as the assignment of the time resources seem crucial to a successful project management under conditions of geographically distributed work. Obviously these aspects are also important for project management under conditions of co-presence of workers. But with distributed work latent problems that can be dealt with informally at one location become obvious and have much more severe consequences.
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