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I. Short information on How the case study was conducted
The case study was prepared based on interviews conducted on the spot, as well as using the web sites of the company. The interviews were conducted by István Csabai and Katalin Vőcsei in Szombathely, at the headquarters of Copy Fashion Clothing Factory, Inc. IL
 in February 2007. The chart below summarizes information about our interviewees:
	No.
	Gender
	Position
	Date of the interview

	1.
	Female
	Export Manager
	12/02/2007

	2.
	Male
	HR Manager
	12/02/2007

	3.
	Female
	Finance Director
	12/02/2007

	4.
	Female
	Line Supervisor (Bäumler line)
	13/02/2007

	5.
	Female
	Laboratory (Production Preparation for the Bäumler line)
	13/02/2007

	6.
	Female
	Cutting Department
	13/02/2007

	7.
	Female
	Laboratory (Production Preparation)
	13/02/2007

	8.
	Female
	Trade Union Leader, Internal Auditor
	14/02/2007

	9.
	Female
	Norms Setter
	14/02/2007

	10.
	Female
	Production Planner
	14/02/2007

	11.
	Female
	Laboratory Manager (Compilation Unit)
	14/02/2007

	12.
	Male
	Technical Director
	14/02/2007

	13.
	Male
	General Director, Logistics and IT Manager (ITC Ltd.)
	15/02/2007

	14.
	Female
	Logistics, Raw Material Warehouse Manager
	15/02/2007

	15.
	Male
	Logistics Manager, Buyer
	15/02/2007

	16.
	Female
	Quality Control Manager
	15/02/2007

	17.
	Female
	Logistics (Finished Product Warehouse Manager)
	16/02/2007

	18.
	Female
	Seamstress (Bäumler line)
	16/02/2007

	19.
	Male
	Logistics (Mopan Warehouseman)
	16/02/2007

	20.
	Female
	Cutting Department Controller
	16/02/2007


II. general overview of the case study
General background information:
· about the companies in question:

The case study was prepared at Copy Fashion Clothing Factory, Inc., IL (in Szombathely) that has manufactured women’s and men’s overclothes since 1953 (costumes, coats, jackets, skirts, trousers, waistcoats, suits). The company was owned by the German Bäumler AG (Ingolstadt) from 1987 until the 27 January, 2005, the beginning of the liquidation process. Even at present this company that focuses on men’s clothing is Copy Fashion’s biggest customer. 
· about business functions: 

The case study focuses on production (the lines), but production preparation and cutting phases are also featured.

· about the analized organizational units: 

We are looking at the organizational units of the Szombathely-based Copy Fashion Clothing Factory, Inc., IL, especially highlighting the Bäumler-line and its related work processes. 

· about the products and services: 

The analized company performs the production preparation, cutting and sewing (lines) of women’s and men’s overclothes as ‘leased’ work. Women’s and men’s clothings are produced in equal proportion. (Each makes up 50% of the total production.) Their biggest customer is the German Bäumler, for whom they produce 450 jackets and 300 trousers daily. The other major customers are Bogner and Tombolini. With regards to women’s clothing, their major customers are Escada and St-Emile. Their service activities comprise amongst others product and production development, and logistics services. (In the case of their in-house developed products, design is also part of the process, which though normally means only small modifications of an already existing base model.) In terms of volume, 90% of the production is exported, while 10% is produced for domestic sales. Measured by sales revenues, 30% of the turnover is realized in the domestic market, while 70% from exports
. 
· about the reorganization: 

The value chain of clothing manufacturing is shaped by continuous cost pressures and the requirement of outstanding quality. This results in the transregional outsourcing of the production process and its supporting activities both by Copy Fashion, Inc. and Bäumler AG. The situation is even more complicated by the fact that since the beginning of 2005 Copy Fashion Inc. has been in liquidation, which requires further reorganizations in the production, the production preparation, the cutting and the logistics fields. With regards to work processes, there are some differences between the Bäumler and the non-Bäumler products. 

· about the timing of the reorganization: 

Restructuring have occured in more phases, and are still under way. In this case study we consider the phase when the company was acquired by Bäumler AG, and the beginning of the liquidation process as decisive phases.
· about the number of the employees: 

Copy Fashion Clothing Factory, Inc., IL has 800 employees at present. Out of them 700-720 people are blue-collar workers, out of which 70 people work in the cutting field, and 420-450 employees work on the lines.

· about the geographical extension of the value chain: 

Copy Fashion Clothing Factory, Inc., IL has one site at present, it has stores in three cities in Hungary, while the main site of Bäumler AG is located in Ingolstadt, Germany, and it also has an affiliated company in Hohemens, Austria. 70% of its sales is realized from export sales. Its main export countries are: England, The Netherlands, Denmark, and Russia. Production takes place in Hungary, Romania, Bulgaria and China.

III. case study findings
1. Company and value chain (re-)organisation
Copy Fashion Clothing Factory, Inc. participates in the global value chain principally via the German Bäumler AG. As a matter of fact, it can be considered as a „turn-key supplier” (Sturgeon, 2001) in this relation since Bäumler, the main customer presrcribes which products to produce, while it doesn’t interfere with how and by which processes Copy Fashion should produce them, except for quality aspects. 
1.1.  (re)organization of the business function, legal and ownership structures, company boundaries
Copy Fashion Clothing Factory was founded by 15 tailor craftsmen in 1953, as a bespoke tailor. The beginning of the 1960s meant a milestone in the life of the company, too. Off-the-shelf production was started at that time. The factory in Vasvár was opened in 1964, that of Körmend in 1968. Cooperation with Bäumler started in 1986, in 1987 the German company became the majority owner. In 1989 Copy Fashion became a joint stock company, and in 1991 it was introduced to the Budapest Stock Exchange. On the 27 January, 2005 the liquidation process was started. The stocks of the company were removed from the Stock Exchange, the value of the shares was set at zero HUF, and the organization is actually managed by the fiduciary liquidation inspector as quasi-owner.

From the viewpoint of the ownership structure of the company and its reorganization, three phases can be distinguished. The first one, the period before 1987 is characterized by state ownership, production in large-scale runs, and the participation in all the processes of the value chain. The second phase, between 1987 and the 27 January, 2005 is determined by the majority ownership of Bäumler AG. From the beginning of the 1990s production of women’s and men’s clothing, as well as export and domestic processes had been split, and warehouses and production facilities became separated even geographically. In 2003 the factories in Vasvár and Körmend were closed, thereby even the women’s clothing production was moved to Szombathely, thus centralizing everything on a single site. As part of the liquidation process (2005), the restructuring and rationalization of work processes have been started. 
In this case study we examine the restructuring that followed the acquisition by Bäumler, as well as the one that was taking place in the course of the liquidation process. 
1.2.  (re)organizational and spatial aspects of the value chain
In the following sections we are presenting the restructurings that took place at Bäumler AG, as well as those that happened during the liquidation process, summarizing the main processes.

Annex 1 and 2 show the value chains that reflect the status before (in 1987) and after the restructurings (current status), respectively.
The changes have impacted all logistics functions. We only shortly describe these changes here as explanations of the two value chains depicted in the flow charts in the annexes. The restructuring processes within each functional area are presented in more detail later, when analyzing the value chain processes.

In case of Procurement (Sourcing) there was a significant lay-off: while formerly the department comprised a couple of employees, currently there is a single employee left there. The product range procured by the buyers has also been modified. Today the buyer is responsible only for the purchase of the accessories, the fabrics are procured by the Commercial department in all cases.
The raw materials warehousing function was impacted by the most significant change: the three former organizational and physical units (raw materials warehouse, accessories warehouse, quality control) were consolidated into a single raw materials warehouse. Compatibility with the previous system was achieved by the establishment of four groups within the raw materials warehouse (by major customers), ensuring that in each of these groups there is an accessories handler, a raw materials handler and a quality controller.
With regards to the finished goods warehousing function, commercial goods have appeared after the restructuring. Formerly the clothing factory sold only its own products, now it also buys products from its partners to sell them in its own retail network. Such products are stored in the finished goods warehouse.
Two major changes have occured in the delivery function. One of them is the decreased significance of customs clearance. Formerly customs experts were needed to handle all exports, by now it has become unnecessary due to Hungary’s EU membership (and the resulting abolishment of the customs borders). Only in case of exports to Switzerland and Ukraine are they still needed. The other major change is that the company now also delivers its products directly to Bäumler’s Hungarian customers, while in the past such products were shipped to Bäumler, and from there they were distributed and shipped to the customers.
1.3. contractual relations (between the companies) and power relation (main power resources of companies and units, forms of governance of the value chain)
The Bäumler group first participated in the management of the company as its owner. After Copy Fashion had become a joint stock company, they were able to control the company even via the board of directors. 

We were able to manage our routine financial activities completely independently, they didn’t interfere. It was a different situation in case of capacity matters, and we also had to ask for their opinion before major investments. [Finance Manager]

Apart from the above, they could also exert their direct influence on the activities of the company by the appointment of technical directors, and via the presence of German technicians.
During the liquidation process the liquidator’s role as quasi-owner was a key factor. On the one hand, the internal reorganization was started (production preparation, cutting and logistics), on the other hand a customer profile cleanup was carried out, and all of the contracts were renegotiated. (From this perspective this interim status was advantageous for the company: customers’ payment morale has improved, and the company has started to include the costs of the production preparation, too in the prices.) 
The Bäumler group was able to maintain its influence even via the newly-created contractual relationship. Control is realized as the overall result of the following factors: the in-depth knowledge of the production process and infrastructure, quality control, the introduction of standards, integrated system to transfer data, as well as the technicians’ presence (who are currently Hungarian, but their salaries are paid by the German company). 

So they are able to decrease transaction complexity (seasonality, changing fashion trends) by the standardization of processes and quality. Modularity also has a role in case of the reusable elements (Baudisch, 2006). Information and know-how can be coded by the above systems, and via their channels they can be circulated as well. The long-lasting relationship, the well-known professional culture, and the presence of the technicians contribute to guaranteed high product quality. It follows from all this, that the value chain is characterized by modular management.

Apart from cost efficiency, also quality, distance, and deliviery deadlines play a dominant role in the outsourcing of the activities. Copy Fashion’s competitive advantage versus the other partners of Bäumler is due to the continuous know-how transfer and the meeting of the requirements of quality production.

2. Functions and overall workflow in the value chain
In this section we are analyzing the value chain process in more details. Through the analysis of the relationship between the activity chain and the workforce we are showing how the company achieves the high quality and felxibility required by its customers.

2.1. functions performed in the value chain, changes through restructuring, tasks carried out in different units, division of labour, workflow in core areas
At the company major headcount reductions occured in three phases. In 2002 (250 heads), at the closure of the two Hungarian sites (250 heads), as well as at the beginning of the liquidation process (255 heads). While at the beginning of the 1980s 2100 people were employed, today there are 800 employees (and in the meantime two new production lines were introduced, a jackets line and a women’s skirts line).

The first step in logistics is procurement (sourcing). Formerly this activity was carried out by a whole department, now by a single person. Before the restructurings the company procured all raw materials including fabrics and accessories, today several customers don’t let the company to do this on their behalf, they prefer buying and shipping the fabrics and accessories themselves from abroad. Another group of the customers also arrange for the procurement of the fabrics themselves, while they trust the factory with the procurement of the accessories from local sources. In some special cases even the procurement of the fabics can happen locally, e.g. if an unexpected shortage occurs on the production line, but even in such a case the fabrics can be procured only after consulting the technicians of the customer, accepting the procurement sources specified by them. However, local suppliers can’t become permanent suppliers even if fabrics quality proved to be satisfactory, because the customer will again source the fabrics from abroad for its next order. This has an unfavourable impact on the cost efficiency of the company, since if it was able to procure the materials for all of its customers, it could negotiate and obtain much better prices. This has become evident during the placement of urgent (supplementary) orders, yet the company can’t change this situation.
The procured goods go into the raw materials warehouse. After the restructurings there are 17 employees and a manager working there. Before the restructurings, the raw materials warehouse consisted of three units, i.e. the quality control unit, the raw materials warehouse and the accessories warehouse, all the three having separate teams of employees and management. Due to the uneven distribution of incoming shipments there was much idle time. As a result of the restructurings, a single raw materials warehouse was created out of the three units, including four groups. The groups were formed so as to serve the four major customers, Bäumler, St. Emile, Mopan, Escada, and the smaller customers were allocated to each of them in a fashion to provide constantly even workload for them as much as possible. In every group there is an accessories handler, a raw materials handler and a quality controller, thereby the groups are able to carry out the former work processes, and in case of necessity, they can also help any other group. In each group there are at least two male employees (to be able to deal with the heavy physical work, since sometimes 50-kilo packages need to be moved around), and two employees who have basic IT skills to be able to handle the integrated enterprise resource planning system (ERP) introduced as a result of the restructuring process.
Products coming off the production lines are stored in the finished goods warehouse. There are 8 employees and a manager here as compared to the former 20 plus one heads. Dismissals followed the cutback of the inventory which has decreased from 600 million forints (before the restructuring) to 160 million forints. In contrast to the practice before 1993, today not only the own products of the company are stored in the finished goods warehouse, but also those that are bought from partners to resell them (commerical goods), to widen the product range offered for sale. These products are sold via the domestic retail chain of the company.
The delivery process has also changed due to the restructurings. The role of customs administration has significantly decreased thanks to Hungary’s accession to the EU. Since almost all of the deliveries are bound to the EU, customs admministrators carry out mainly statistical reporting duties, they get involved with real customs administration operations only in case of exports bound to Switzerland or Ukraine.
Delivery is realized in three different ways: either the customer picks up the finished goods, or the company sends them by DHL or UPS, or it transports them by its own personnel. This last delivery method is managed by three employees instead of the former seven after the restructurings with the help of an IT system that optimizes the process by analyzing cost centres, quantities and costs. 

„The former delivery organization wasn’t optimal because of two reasons. The organziation of the deliveries was managed by one of our drivers. In the past we had 6-7 drivers, now there are just three of them including him. But they distributed work so that everyone was well off, i.e. not in an optimalizing manner, e.g. the consolidation of similar deliveries didn’t happen. It was better for them to drive one of the cars to the bank, another one to the customs office, so everyone had his own daily kilometers run. The other problem was that drivers were always on the move.” [General Director]
It is characteristic of the whole restructuring process that the new management tried to substitute the formerly usual manual practices (keeping track of everything by using only paper and pencil) introducing an integrated enterprise resource planning system (ERP) to optimize processes and ensure continuous controls. They were trying to follow the movements of raw materials and products through the logistics and production processes by assigning material and product codes to them, to be able to determine the key factors in the system that impact quality and capacity. 
At the same time, the introduction of the system met with the employees’ serious resistance and that of middle management. They think that the system is full of errors and can’t be operated easily. Upper management on the other hand believes that employees are not prepared to give up the old paper-based practices because the new system provides more transparency and control.
„The ERP was the first integrated system at Copy Fashion that was introduced to substitute the paper and pencil, and it started to work sequentially, not allowing the possibility of parallel processing. Practically it meant that one couldn’t any more assign three different codes to the same article as it happened in the past, when at the arrival of a truck the warehouse and the laboratory started to work on the items simultaneously, assigning different codes to the same pieces. Now, on the contrary, until the warehouse records the items in the system, the other units can’t start to work on them, so there are now many more sequential processes and control points as well. This in turn is needed to ensure proper functioning. When we are trying to introduce a new system, in the beginning there is always some resistance by all, by managers as well as porters. In some areas it was so successful that resistance became permanent and it showed up in the guise of system errors in the process.” [General Director]
2.2. geographical structure of companies and units, spatial division of labour along the value chain, geographically distributed work
The production of the higher and the lower quality products are geographically separated. The Bäumler group completely outsourced its production to Hungary, Romania, Bulgaria and China in 2004. The lower-quality products are mainly produced by the Romanian and Bulgarian companies. 

We are not competing with China, since they are producing a different product type. We focus on small-scale runs, made-to-measure products, special solutions, 3-4-week delivery deadlines, which all make it impossible for the Group to get China to produce them.[Technical Director]
Amongst the European competitors the Slovenian producer, Mura is dominant, nevertheless Copy Fashion can stay below their price levels. In the selection process of a production location therefore cost efficiency, quality, and physical location and accessability are also important due to the short-cycle orders.
Examining the situations before and after the restructurings, there aren’t any major geographical changes with regards to the logistics functions. Today Copy Fashion is a Hungarian enterprise with a single Hungarian site.

Logistics functions were impacted by the fact that the company closed down its sites at Körmend and Vasvár during the retructurings, so warehousing and deliveries need to be concentrated now on one site. Another impact on logistics was caused by Bäumler’s decision to make it possible for the factory to deliver directly to its Hungarian customers, thereby shifting this function to Hungary.
2.3. temporal aspect of the workflow, the role of time and flexibility, consequences of restructuring
Due to the two-season production cycle it is quite important to fully utilize the capacities, and accurately programming them. Deals are negotiated for each season. While formerly production was characterized by large-scale runs, by today smaller-scale runs, a wider product range and the use of many different fabric types, raw materials have become usual. This means that the role of both time and flexibility have been appreciated. Being located close to the market still remains an important factor due to short delivery deadlines (e.g. in case of unique orders).
To meet such challenges organizations can use their workforce, applying numerical and functional flexibility strategies (Makó – Simonyi, 2003). In the case of Copy Fashion Clothing Factory, Inc., IL mostly internal tools are applied. The introduction of overtime and more shifts, as well as the maintaining of qualifications and capabilities records (a qualification matrix), and the familiarity with more than one task represent the tools of this strategy. At the same time cooperation amongst the lines has intensified. 

The participation in the international division of labour, the reorganizations that are driven by it, and the restructuring of the value chain itself are also parts of a learning process for the company.
3. Changes of employment
3.1. employment structures (categories of workers, basic gender relations, employment contracts) including changes
Copy Fashion employed 2100 people before the 1990s. Due to the several waves of lay-off following the reorganizations, today 800 people are employed by the company. Out of them 700-720 are blue-collar workers, out of which 70 work in cutting, and 420-450 employees on the production lines. Only the last and biggest wave of lay-off impacted white-collar workers, the administrative jobs.

90% of the employees are women, but there is a specific job (that of the pressers), where 95% of the employees are men. There are some jobs in the warehouses as well, where only men are employed. There are at least two male employees required to work in each group in the raw materials warehouse who are able to tackle the physical work of moving around the materials.

„When allocating the employees to the groups, it was important to have two guys in each of them to handle physical work, two workers who can deal with computers, also having an insight into warehousing operations. Within the groups there is a small accessories handler and a rolls handler, but everybody has to learn all the tasks so that we can operate smoothly.” [Logistics Manager]
The average age of the employees is 41 years, but behind this average there is quite a substantial difference between the younger and elder age groups. During the reorganization launched after the beginning of the liquidation process, working in two shifts was introduced in several units. Even those who work in one shift have two echelons, they work either between 6AM and 14PM, or from 7:20AM to 15:30PM. This latter timing is required both by the sequential characteristic of production and the high proportion of mothers with young children. When establishing the working hours, the company pays attention to the temporal segregation between the genders, i.e. in this case gender awareness appears. 

As a result of the reorganization, several functions were outsourced. E.g. an external company is responsible for maintaining computer networks and for controlling (ITC Plc). 
3.2. employment conditions (terms and conditions, contractual flexibility), human resource management and internal labour market (including changes)
At the company all employees have permanent contracts, and they work full-time (there is one person in the quality control area who works only 4 hours a day). Therefore tools of flexibility such as part-time work, seasonal work, or applying subcontractors are absolutely not typical. 

Wages are far below even the Hungarian average level, 75-80% of the employees earn the statutory minimum wage. Currently the minimum hourly wage is HUF377
, this corresponds to a gross monthly wage of HUF65,500
. The concept of guaranteed minimum wage was introduced last year. It takes into account professional expertise and the skills required to perform the job. Since 1st January 2007 an employee who performs skilled labour, and has worked for at least two years has to be paid at least HUF75.400
.
Their wages also include a meal voucher that is worth a net HUF3500
, overtime premiums, shift allowances and bonuses in case of more than 11 days worked. With regards to the bonus, it is decided by the Technical Director how much each unit can distribute in any given month. Managers then further allocate them based on presence and performance data. Every line has a norm time, performances are measured against this basis.
Two changes have apparently negatively impacted the employees’ morale: one of them being the fact that since the beginning of the liquidation process there hasn’t been any payrise (let’s note though, that it is legally not permitted to raise wages/salaries at a company in liquidation), and even during the preceding seven years the company had been raising wages/salaries only in line with the legal minimum levels.
The other element that negatively impacts work quality is overtime. Due to the seasonality of the clothing industry overtime is quite often necessary. In case of the warehousemen it can often happen that instead of leaving at the official end of their working hours at 15:30PM they have to stay until as late as 19-20PM, if in-bound or out-bound deliveries happen to take place then. Deliveries often fall on Saturdays, in such cases employees have to come to work at the weekend, too. 
Notwithstanding all this, the employees appreciate having a job, since in the neighbourhood it is very difficult to find a job for low-qualified, middle-aged or elder people. Dissatisfaction is therefore mitigated by the continuously present fear of the future.
3.3. negotiations on changes in employment (redundancies, transfer of workers etc) and employment conditions
There function both a trade union and a works council (see later) at Copy Fashion, Inc., however these organizations lack initiative. Generally they just exercise their right to be informed, and they acknowledge anything to ensure the survival of the company. 

The employees were not prepared for the lay-offs, which is indicative of flaws in downward communication. Since the beginning of the liquidation process though the employees have felt that they have been sufficiently informed about everything.
Based on the interviews two key factors have been outlined: wages and overtime. During the liquidation process wages can’t be raised, and in case of overtime the company sticks to the legal requirements. Copy Fashion is promoting mobility of its workforce by providing buses to carry them to and from the factory.
3.4. impact on quality of work
The most significant changes in the value chain are the increasing quality expectations and cost pressures. As a result of the reorganizations (lay-off, consolidations) due to these drivers, work intensity has increased, primarily because of overtime and more shifts, even if these tools have different impacts on each field. These tools evidently impair quality, since during overtime the performance worsens, while shrinkage rate increases at the same time. 

Reorganizations took place in a short time frame and during the season, which contributed to a higher stress level at the workplaces. This is also reflected by the fact that the average daily absence rate is 15% (including holidays and compulsory leave as well). The shortening of the training period, and the extra operations to be learned by the workforce makes it harder for the newcomers to fit in. 
Stagnant wage levels also counteract the motivation of the workforce. 
„When Copy Fashion was a state-owned company in the past, it was quite a good situation. We performed much better than other labour-intensive industrial companies, and we also earned higher wages. In those times it felt like a prestige and it was a pleasure to work here. The atmosphere was very good, too. Now it’s not really so. Let’s have a look at, say, the wages. In the beginning it was OK for a year or two that there was no payrise, now it’s been the same situation for6-7 years: wages haven’t increased a bit. We take home HUF 62,000
, and it is the same that we could earn even ten years ago. In those days we were well off.” [Seamstress, line No.19]
There is no person in charge of gender issues, neither are women’s interests represented well enough by the trade union or the works council. Echelons within the same shift (there are some employees who start work at 7:20AM instead of 6:00AM) however somewhat ease this situation, this way mothers at least have some time to take their children to the kindergarten. In case of overtime, the social awareness of employees is important, there isn’t a separate policy at the company to cover mothers with young children, still their interests are taken into account in practice. 
4. Changes of work organization
The present chapter of the case study deals with how work is performed and managed. We are paying particular attention to managerial coordination and control, working hours, and functional flexibility, and their changes, as well as their impacts on performance quality.

4.1. content of work, cooperation, managerial control, spatial aspects (distributed work, workers’ mobility), role of customers (including changes)
Before the implementation of the changes in the value chain, employees working in logistics had to perform a limited number of operations, now, in contrast, they have to be flexible, they have to be able to perform any single operation in their area. E.g. a raw materials warehouseman has to be able to deal with accessories and quality control,  as well as understand and operate the integrated enterprise resource planning system (ERP). This flexibility is definitely needed so that the company can overcome capacity shortages due to lay-offs and sick leaves.
With regards to management, the lack of experienced managers who are able to adapt to work organizational changes has been a problem. This has created internal inequalities in work distribution on the one hand, on the other hand it led to tensions when evaluating the competence of the new managers. 

 „My personal opinion is that I’m not happy about my additional new assignment, because without being immodest I think that up to now I’ve performed well, and now I have to take even this responsibility. I even told them I was not happy, since now I will have to deal with an extra sixteen people. I’m too old to do it, I’m not aspiring after a career, especially not for such a career. Why is it the one who works hard that is penalized? OK, restructuring needs to be done, but one has to understand people very well to do it. I’ll do my best because I’ve undertaken it, but it is also clear that I didn’t accept the job right away when it was proposed.” [Logistics Manager]
4.2. organization of working hours, differentials in working hours between companies, temporal flexibility (including changes)
The various units of the company work by different work organizations. There are different periods worked by even those who work in one shift. (There is one period from 6AM to 14PM, and another one from 7:20AM to 15:30PM.) This is needed partially because of the sequentiality of work processes, but also because the company is thereby appreciating the high proportion of females in the workforce. As we already referred to it, in logistics overtime is often required. In case of the warehousemen it’s quite usual that instead of leaving at the official end of their working hours at 15:30PM they have to stay until as late as 19-20PM, if in-bound or out-bound deliveries happen to take place then. Deliveries often fall on Saturdays, in such cases employees have to come to work at the weekend, too. 

A major change for the whole organization as a result of the restructurings is the already described overtime, as well as the practice whereby employees are assigned positions that require lower qualification or skill levels than they actually have, or the company hires new employees with lower qualification for a given job, e.g. hiring one who did a course instead of one with a college degree, so as to contain labour cost increases. A cost sensitive company needs to do it, but at the same time it generates tensions for some of the employees.
„In the past one needed to take a degree at a foreign trade college, at present there are only two employees who have it, the rest of them lack a degree, they only did some course. 
(…) Those who graduated from the foreign trade college don’t usually stay employed here for long because salaries in the clothing industry aren’t high enough, so many of them have left mainly because of financial reasons.” [Commercial and Export Manager]
4.3. functional flexibility, teamworking (including changes)
The company tries to maintain functional flexibility primarily by the flexible use of the workforce. They are striving to get each employee to learn more than one operation. This is needed because of the lay-offs, as well as occasional sick leaves (on the average 15% of the employees are absent). 
The qualification matrix, showing the name of the employee, the operations (s)he can perform, and his/her performance percentage by operation, is a basic tool. There are three levels within an operation: below 80%, between 80 and 100%, and above 100%. Being acquainted with more operations and fields is general practice.
4.4. impact on quality of work
In the work organization the major change was brought about by the increase in work intensity, i.e. overtime, learning new jobs and operations, and work in more than one shift. Stress levels have increased hand in hand with these changes, while higher precision is demanded, but wages, on the other hand, remain low. Notwithstanding the liquidation process, working conditions are generally good, the management of the company pays attention to it. Machines are modern, the building is continuously modernized, too, the changing rooms are clean, the lockers in it are modern and safe, and lighting is adequate. There are kitchenettes as well, equiped with micro-wave owens. There is also a canteen.
5. Skills, knowledge and learning
The clothing industry is traditionally not considered to be a knowledge-intensive sector. However, the role of skills, knowledge and learning is also important here, especially because the company deals with the production of high-quality products.
5.1. formal skill structures (including differences between men and women) and actual skill needs
The majority of the employees are not qualified workers. The recruitment of the personnel for production is generally based on skills, not on qualifications. Formerly the company had maintained good relations with the local vocational training school, it sustained a workshop there where summer practice periods helped learning the required skills and the recruitment of new employees. Due to the liquidation process this relationship has loosened, but the company is aiming to revive it. As a consequence, on-the-job training or learning by doing are the main sources of skills/knowledge acquisition. These are not organized, they are performed at individual level.

Managerial positions as well as those in the export department require an upper-level qualification and the mastering of at least one foreign language to be able to liaise with the international partners. There are few applicants for these positions due to the low salaries, so the company often needs to compromise by lowering the qualification requirements, forced out by its financial situation that assigns a higher priority to keeping the salaries at a low level.
5.2. knowledge intensity of the different tasks, standardisation and formalisation of work
After the restructurings flexibility has become a general requirement, employees have to be able to help out with 3-4 operations. It needs continuous learning, which can’t be achieved overnight, while at the same time employees are expected to start working immediately. This inherent tension is further increased if due to the restructurings some managers also lack the proper experience about work processes in several cases.
„So in the cutting unit the new system has not been put in place yet, but there have already been lay-offs, there are less employees there now, while more work to do, and more attention and precision is expected from the workers. This would still be OK, but those who have stayed there have been performing the same tasks for years or decades, one knows, say, how to spread the fabrics. Now everything needs to be spread at the same time, so he just stands there staring at the lining or the glued fabrics, because he hasn’t ever worked with them, he doesn’t know how to handle them. The other problem is that often not even his manager knows what to do then.”[Warehouseman]
The integrated enterprise resource planning system (ERP) that covers more and more processes at the company has an outstanding role in standardizing, formalising and controlling the operations. The company is aiming to train its employees how to use it.
5.3. learning opportunities, training policies
Amongst blue-collar workers, but partially also amongst white-collar ones, e.g. in case of the export department, on-the-job training is prevalent. New employees are trained by their more experienced colleagues during their working hours. 
IT trainings are becoming more and more emphasized at the company, since an increasing number of the work processes are aimed to be controlled by IT systems. Group trainings organized for the majority of the employees exist only in this field. Trainings are provided by ITC Plc. (ITC Kft). The transfer of knowledge doesn’t always happen smoothly since the mainly low-qualified employees lack any kind of IT knowledge, therefore it’s a long and difficult process for them to embrace such new knowledge. The management is also aware of this, they are planning a longer transition period.
„I told the manager of ITC when they were training me in IT to take his time, because he may play around on the keyboard at lightening speed all in vain if I was already lost. You can’t teach like this, and I think it’s also true for the warehouse. You have to let some time for the new employees to gain insight into and learn the tasks. They may already have an insight into warehousing, but it doesn’t suffice, they have to be trained for the new tasks as if they were new hires. It requires time and patience.” [Buyer]

The technicians of the foreign customers also transfer knowledge, primarily about quality standards and modern work organization methods. 

„I’m pleased to work together with them because they are not infected by professional shortsightedness. We also try to make scales fall from our eyes, but they call our attention to many things. First of all to quality matters, secondly to organizational questions, and finally to production preparation points. So we can learn a lot from them.” [Technical Director]
The employees of the finanace department are continuously participating in trainings, e.g. they are attending courses on taxes and social security. This is a must for them to be able to perform their jobs in the constantly changing regulatory environment. 
Management recognize a growing need for manager development and team building in the medium term. However, apart from coming up with the idea, they haven’t yet taken any further steps in this field.
5.4. impact on quality of work
Due to the restructurings in logistics and production, and also as an impact of the lay-offs, the complexity of the operations structure has increased. Because of all this overtime has increased, which impairs quality. As training periods shorten, employees’ performance and their work quality also lags behind the expected optimal levels.  It is a further problem that the time spent on training provided during working hours is not recognized by management.
6. Industrial relations & regulations
At Copy Fashion, Inc., IL the described value chain restructuring haven’t caused dramatic changes in this field, the liquidation process, however, plays a key role in working conditions. Apart from this, the clothing industry trends hold. 

6.1. forms of workers’ representation
Due to its globalization, the clothing industry is highly exposed to the pressures of international competition. This influences labour relations, too, since next to cost reductions, the flexible manpower use has also become one of the sources of competitive advantages. 

There are both a trade union and a collective bargaining agreement at the company. 21.5% of the employees are members of the union, which means 172 members. Union rights are respected, employees received information about each of the dismissals. There are union committee meetings twice a year with the paprticipation of the office-holders and company management. The trade union provides social and bereavement aid to their members, and it gives them small presents at different occasions (Easter, Women’s Day, Santa Claus). They also maintain a 7-room holiday resort in Keszthely. Notwithstanding having a valid collective bargaining agreement, employees never cite it, because the liquidator can suspend it at any time, so it isn’t really effective. The works council is made up of union members. In Hungary the 70% of works council members are either fully or mostly affiliated to trade unions (Benyó, 2004). 
Even the trade union’s powers are limited by the cost efficiency goals of the company, and the legal curbs on wage increases. Therefore it acts in a cooperative manner both legally and in an economic sense, since sustained employment is its main interest. The trade union on the one hand is one of the downward communications channels (in the past only local managers kept in touch directly with the trade union, the German owners didn’t, now the Technical Director invites the trade union to every meeting), on the other hand it fosters upward communication as well, via trade union representatives. 

The main form of employee participation is the direct, workshop-level participation, whereby employees are involved in meetings and discussions. Managers try to establish individual relationships with their employees. 

Labour disputes rarely occur at the company. Employees rather opt for passive resistance, going on sick leave. In one case it happened on line No.15 that when overtime was imposed, 18 workers denied cooperation, and left the line without letting the forman know. This could have been interpreted as a walkout, which can entail a special notice, since the order couldn’t be executed in time. The attitude of the management is reflected by the fact that the punishment instead was only the withholding of one months’ premium.

6.2. information and consultation, issues of negotiations
Employees accept the value chain restructurings and the reorganizations without any major conflicts, even if they don’t always agree with each step. This is backed up by their faith in the liquidation trustee, order continuity and open communication. The trade union is also informed about every step. Once a month the foreman gathers together the workers to discuss the events going on both at the company level and below.

Individual relationship with managers is more typical than group consultations via trade union representatives.

6.3. impact of national and European regulation (on the involvement and negotiation of consequences of restructuring) and problems of enforcement
The shaping of the work organization is highly influenced by laws. Amongst others by the paragraphs regulating the liquidaton process, and by the Labour Code.
The liquidation process has various impacts on the organization. The value of the shareowners’ shares became zero, the liquidation trustee acts like the executive manager. All the contracts needed to be renegotiated with all clients. Some of them even left the company, because their corporate philosophy couldn’t accommodate dealing with a partner being in liquidation. The most important of them, Escada finally returned. All in all the new contracts are more favourable for the company.

Restructuring-related negotiations are influenced, due to the liquidation process, by the fact that the collective bargaining agreement has lost its validity, and that employees can’t be given pay rises during the liquidation process. (This is a major source of conflict, since there weren’t any pay rises in the preceeding years either.) This is partially mitigated by the existence of a wage assurance fund ensuring that employees receive all allowances presribed by the Labour Code.

The Labour Code regulates amongst others the guaranteed statutory mimimun wage levels, working hours, holidays and overtime. In case of overtime, if it can’t be accounted for as part of the normal working hours, it either needs to be paid or accounted for (offset) in the following period (also considering the seasons). Saturday overtime requests are always announced in advance in accordance with the Labour Code, overtime during weekdays is always posted 3 days ahead. Those who can’t make it should notify their managers. It usually happens because of social reasons.

Altogether employees are loyal, they are quite strongly attached to the company, there isn’t a significant fluctuation. There aren’t many signs of European-level regulations (e.g. there isn’t an European works council).

6.4. pressures on regulations and national institutions
Copy Fashion, Inc., IL primarily adheres to the regulations and adapts itself to the requirements of the national institutions, it doesn’t have the power and influence to be able to successfully lobby. It has tried more than once to secure state subsidies, which was obstacled by its German ownership. State subsidies provided to small and medium enterprises have also encouraged the establishment of the Ltds, but neither this source could be secured for the company. 

7. Conclusions
7.1. basic characteristics of the case
The case study describes the steps of the transformation of a clothing manufacturing company as the main reorganization steps taken during its privatization and the liquidation process that followed a failed restructuring. We can summarize the major changes in the logistics value chain as follows:
· The main driver behind the restructurings was to maintain the high-quality production of the company at a competitive cost level as compared to the neighbouring countries.
· The restructurings have impacted all logistics functions, including procurement, raw materials warehousing, finished goods warehousing, delivery and customs administration as well.
· Process rationalization was achieved both by significant lay-offs, and the restructuring of the tasks and operations, as well as by distributing work more flexibly amongst the employees. As a result, workload has become more balanced, and the company is better able to react to seasonality that characterizes the clothing industry.
· During the restructurings a major role was played by the introduction of an integrated enterprise resource planning system (ERP) covering all functions and contributing to transparency and control efficiency, the operation of which is to be taught to all employees.

7.2. significance of the case for various WORKS research questions
In line with the questions posed by the WORKS research we can state the following:
· The company is a high-quality and comparatively low-cost participant in the international clothing industry. Its competitors are not Chinese companies because of the short order-to-delivery cycles requested by its customers, but rather the companies based in the neighbouring countries, mainly those in Slovenia and Romania. As a result of the restructurings, the factory has remained competitive.
· The knowledge intensity of the operations performed by the company is generally low. The overwhelming majority of the employees have only primary-school qualification. Training programs are provided to them only about the integrated enterprise resource planning system (ERP), professional skills are passed on by colleagues during working hours (on-the-job training), which is a source of tension since the extra time needed to do it is not covered by their working hours. Upper management think it is necessary to introduce manager development and team building programs in the medium term, however, there haven’t been taken any steps in this field yet.
· Another conflict source is the demand to increase employees’ flexibility. Employees are expected to be able to perform every single operation within their group, while due to the limited resources they often don’t get enough time and proper professional coaching to acquire the necessary skills.
7.3. impact of restructuring on quality of work and quality of life
Tendencies taking place at the company impact both work quality and the employees’ quality of living. As a summary, the following points can be highlighted:
· The liquidation process has brought insecurity for the employees, who at the same time trust that the company will survive. Their loyalty to the company is strong, which is partially explained by the lack of alternative job opportunities, as well as by the fact that many of them have been working for the company for decades.
· The stagnation of wages negatively impacts employees’ commitment and the reputation of the company. Wages have been frozen for several years now, in the period preceding the liquidation process due to market cost pressures, thereafter because of legal requirements. 
· Amongst the value chain tendencies the increasing quality expectations and cost pressures are dominant. As a result of the reorganizations (dismissals, consolidations) driven by these factors, work intensity has increased, primarily because of overtime, more shifts and more tasks (learning more operations). These elements demonstrably impair quality, and the employees’ quality of living is also hurt. Women make up the majority of the workforce, therefore it has become more difficult to achieve the work-life balance job and private life. 

· Delegating tasks and responsibilities within the company has led to the strengthening of communication between employees and managers, and it also helps coordination. Employees have become more self-sufficient, and their problem solving skills have also improved. In case of problems workers help each other, both individually and at the level of entire production lines. This altogether has a positive impact on performance, and strengthens cohesion. 
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� IL stands for „in liquidation”


� In the case of export we need to consider that sales price is almost exclusively made up of only the cost of ‘leased’ labour, while the price of the products sold in the domestic market comprise that of the whole product including raw material costs and the value of the fittings.





� Approximately 1,5 euro.


� Approx. 262 euro.


� 302 euro.


� Some 14 euro.


� Some 250 euro





