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1. 
SHORT INFORMATION ON HOW THE CASE STUDY WAS CONDUCTED

The case study we present in this report concerns the reorganisation of production business function in the clothing industry principally focusing on the restructuring of the value chain at Green S.p.a., which is one of the most important Italian groups and brands in the clothing sector. The case study involved in-depth interviews and relied on extensive documentation, namely related literature and studies, newspaper articles, web-published documents as well as data and information from the organisations operating in the sector under review. The in-depth interviews were carried out between September and November 2006 and involved seven persons from Green S.p.a. and New Wear s.r.l. Respondents from the latter company were trade unionists and workers’ representatives, as none of the managers consented to be interviewed.

	1
	Man 
	Human Resources Manager of Green

	2
	Man 
	Production Manager of Green

	3
	Woman 
	Workers’ representative of Green

	4
	Woman 
	Worker of New Wear

	5
	Man 
	Trade unionist (local level)

	6
	Man 
	Trade unionist (national level)

	7
	Woman 
	Expert 


2.
GENERAL OVERVIEW OF THE CASE STUDY

Brief basic characteristics of …

· the companies involved: 

Green S.p.a.: it is one of the most important Italian groups and brands in the clothing sector
· the business function: production
· the units covered: production
· products and services: lingerie, underwear, swimwear
· the restructuring: outsourcing of production
· the period of restructuring (when): The restructuring of the production was initiated in the mid’s Eighties and is currently still underway. Recently the pace of the outsourcing process in production has been accelerated. It is a process that is closely linked to a radical internal reorganisation.

· numbers of workers in the companies: 

Green S.p.a.: 1,215 employees, out of whom women make up some 90% 

New Wear S.r.l.: 15 employees, out of whom women make up some 90% 

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

Founded in the mid’s Fifties as a manufacturer of corsets  employing not more than ten employees (all women), Green is today an important multinational company, one of the key players in the undergarment industry as well as one of the most renowned brand names at an international level. Green has opted for a multibrand approach in order to meet different demand segments. Alongside the historic brandname there are today other brands in both the undergarment and swimwear segments. The larger part of the Green output is differentiated and high-quality, thereby catering for the top-bracket of the market. However, it also produces lower-quality products at a cheaper cost. And depending on the type of product, we come across a different organisation, fragmentation and distribution of the production function. The production of lower-quality and cheaper products has been entirely outsourced. While the production of higher-quality products has been partly maintained in-house, it refers to a segment of it that is hardly significant. More in general, only 6% of production is carried out internally (2006). A large part of it has been entrusted to other firms. 52% of these are located in Italy, in the centre-north as well as in the south; most of them do not belong to the Green group and are generally medium- or small-sized, although some of them are micro enterprises. 42% of production occurs abroad, mostly in factories located in eastern Europe (Croatia, Serbia, Slovenia, Romania, Bulgaria) as well as in Portugal, Tunisia, Mexico, Mauritius, China. A number of these enterprises are Green subsidiaries, either directly or indirectly controlled. At the beginning of the Nineties, the ratio between internal and external production was still approximately 50%. 

In the early part of the Eighties more than 80% of production was carried out internally. It was in these years that the earliest cases of outsourcing occurred – partnerships with local handicraft workshops, for example – but they were still marginal. The more significant experiences in this light would take place in the mid-Eighties when structural reorganisation was initiated. Outsourcing of business functions was due to a number of factors that had emerged at that time and changed the market, namely stronger international competition, saturation of demand and the progressive diversification of consumer taste. The scenario that emerged was one of unstable and volatile demand that, consequently, required increased flexibility and lower production costs. The outsourcing process went ahead over the years, recording significant accelerations after 2000, with the consequence that ever larger chunks of production were contracted out to suppliers. It should be observed that Green responded to the changing market scenario also by implementing a strategy aimed at multiplying lines and models.

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

The changes described above, of course, also affected other business functions of Green’s value chain. The type of production explains the strategic importance of R&D and, more specifically, of model designing. So for the higher quality products, this business function mostly occurs inhouse, or, rather, those phases of production where the element of creativity is at its highest, such as conception and modelling, while the manufacturing of first samples is often subcontracted. The latter, in reality, is carried out by a small number of firms, all located in Italy, with which Green has been working since many years. For the lower quality lines (for example several lines of childwear and swimwear) the outsourcing process is stronger as subcontractors not only carry out the manufacturing of first samples but also a significant part of the conception and modelling phases. In this case, subcontractors are located both in Italy and abroad.

Also logistics is almost entirely inhouse. The management of warehouses, specially those where the finished products are stocked, is considered an «important and strategic link » of the value chain. Its efficiency, in terms of timely delivery and good packing, is viewed as key factor contributing to the quality of the brand. Customer care, too, is almost entirely inhouse, while e-commerce management and several marketing and advertisement services have been outsourced. Green is also expected to outsource payroll management by 2007. In addition, Green holds interests also in the retailing sector,  as an increasingly crowded market place has obliged it to invest in the direct sales network. Green in fact owns in Italy some 20 single-brand stores plus a number of similar boutiques in several European capitals and in important cities around the world. For the remaining part, Green products are distributed through franchising agreements or in specialised stores or by mutlibrand retailers.

It is all too clear that Green, not unlike other industrial establishments, is gradually adopting the organisational paradigm typical of the network-enterprise, with the progressive trimming down of central structures and an increasing reliance on outsourcing as various value chain phases and functions are externalised, heralding the passage from a vertical to a horizontal integration. This process of change may even be further enhanced over the next years. The following is comment made by the HR Manager: «It is necessary to trim down a structure that is increasingly becoming heavy, redundant even; we must therefore get used to the idea that we will be outsourcing an ever larger number of corporate functions». This transformation is facilitated by the advent of new information and communication technology (ICT) on which Green is investing heavily. New technologies are a vital support for networking, for the integration of components that are not located in the same place, for the interactivity of machinery and equipment, etc.

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)

The relations between Green and the companies that make up its network is characterised by a strong asymmetry of power, by an accentuated imbalance of the contractual power among the parties concerned. But this is a power relation scenario that is also a feature in other Italian industrial realities. Regardless of the actual size of the firms, the brand name owner – therefore, a company that has an recognised position of strength in the market – tends to exercise a control/domination over the suppliers. This situation, for example, is evident in the relationship between Green and New Wear. Not unlike many other subcontractors, New Wear is substantially in a position of dependence vis-à-vis Green, being the latter its principal client, providing a lot of months of work per year and most of its turnover. Thus, even if it works for other clients, New Wear has gained a specialisation in Green products. The asymmetry of power has lead Green, as well as other subcontractors, to accept the conditions (prices, delivery times, etc.) that Green sets. It should be observed that Green often exercises its power by threatening to move the job order elsewhere.  A trade unionist explained: «Green is really keeping these small suppliers under pressure; it is on them that it offloads all its problems, including those relating to costs. Green is, in fact, paying less and less, and has even obliged them to look around for other clients following its decision to further distribute that line of production among other suppliers».

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

As mentioned earlier, Green’s output is vastly differentiated. Besides the historic lines (and brands), it owns a wide range of other lines in various segments, namely lingerie, swimwear and male undergarment. Green has also recently launched an undergarment, swimwear and leisure wear line for children. Since several years, the Green  product range includes stockings, shoes, eyewear, cosmetics, perfumes. New Wear is a partner in some of these production lines, namely a number lingerie and swimwear lines. While conception and design takes place at Green, once these initial phases are finalised, other enterprises are entrusted with the manufacturing of first samples. When the samples are ready, they are delivered to Green warehouses and then sent out for initial assessment to retailers, showrooms and etc. If response is good, the go-ahead is given to serial production, which is, however, carried out by other enterprises.  It is at this stage of the work flow that New Wear comes into play. Green supplies all the required materials (textiles, threading, etc.). 

As in other outsourcing partnerships, Green controls New Wear’s work at various stages. There is a preparatory phase whereby Green experts instruct New Wear staff; the former successively return to check the ongoing work. At the end of the cycle, the pieces New Wear produces are checked by representative sampling, if more than 30% is defective, the entire lot is controlled. But according to Green employees and to their trade union representatives, controls over the years have softened: «subcontractors are hardly controlled; the management says these subcontractors are the best the market can offer, they work well and have implemented their own quality checks. Yet we receive a large amount of defective pieces that we have to send back». It is a declaration that highlights just how quality levels have gone down over the past few years, seriously impacting the quality tradition of Green and its network, and consequently its competitive edge. According to many, this is the first serous consequence of outsourcing processes.

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

Green has four factories. The three located in the same town (in a northern Italian region)  respectively host the central head office, the main warehouse and a number of production lines. The fourth factory is located in a town in the province and hosts the raw material warehouses. The restructuring of the factories and the offices started in 2004. Before restructuring each one of them was an independent company, albeit within the La Green Group, with their own administrative offices and services, etc. An initial reorganisation, involving the unification of many offices and service, was carried out at the end of the Nineties. The ongoing restructuring, by far the most radical, should ultimately lead to the full unification of all services and offices. The process is principally concentrated in  these units. There are no outworkers or long-distance workers with the sole exception of staff at Green-owned stores and at the Milan showroom.

New Wear, is located in the same province, a short distance away from the Green factories. On the basis of available information, the firm does not hire outworkers nor does it subcontract the job orders from Green to other enterprises. As mentioned earlier, the work carried out for the Green brands develops along the spatial distribution of its subsidiaries and suppliers. Thus, segments of manufacturing for Green brands take place in a large number of places and markets: in other towns in the province, in other regions and also in European and non-European countries. It is very probable – as revealed by one of the trade unionists interviewed – that these second-level suppliers in turn contact other enterprises or rely on other external workers, giving out consistent segments of the job order. This is an aspect where precise information is sketchy if not altogether missing.

Over the past years the emerging trend is that of a further spatial dispersal of the value chain, especially of production. But that is not all. This strategy is in response to a range of requirements. On the one hand there is the need to multiply venues of settlement as much as possible in order to intercept additional quotas of demand in diverse markets, i.e. in emerging markets, such as in Mexico where the investments have been carried out with a view to entering the US market. On the other hand, there is the need to assure segments of lower-cost workforce (a case in point are the investments in Mauritius, China and eastern Europe). Decentralisation occurs strictly by productive line. As for the higher quality products, the trend continues to be that of privileging home-based enterprises because they are able to provide better guarantees in terms of skills and can be more easily controlled, «even if they cost more». For lower quality products, on the other hand, manufacturing has often been delocalised abroad.

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

Time is a key factor in the new organisational paradigm at Green. Against a backdrop of unstable and volatile demand – a demand peak that both in terms of volumes and product types lasts but a few months – the efficiency of an enterprise is measured on its ability to respond to changing demand trends; on the lapse of time between the instant when a need arises in the market to the moment when the product is actually delivered in the clients’ hands. Wasting time – the Green Production Manager said – means «to have fewer days at hand to sell the products and therefore to make earnings, something that can have a strongly negative impact on the enterprise». The repercussions of this time anxiety is felt on the entire value chain and network. The same official admitted that «one of the criteria utilised for the selection of suppliers is the time they take to deliver the finished product». The other criteria are the quality of manufacturing and cost. New Wear is therefore required to meet short or very short delivery times, that, as we shall observe, immediately impacts the quality and conditions of work. It should also be observed, in addition, that all delays that Green accumulates – i.e. all the delays accumulated by the network’s central node – spill over on the suppliers, producing additional pressure on delivery times. While this is something that occurs to all subcontractors regardless of the business function they are involved in, pressure is greater the smaller and weaker these subcontractors are.
3.3
Changes in employment 

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

The number of employees at Green has been recording, since the beginning of the Nineties, a downward trend. Workforce is down from nearly 1,900 to 1,215. Headcount reduction is inherent in the current organisational paradigm at Green as management focuses on achieving a leaner organisation. Some workers have been placed under mobility, while those who have retired have not been replaced. Green aims to bring down staff by a further 350. And the reasons are always the same as the restructuring underway has produced excess workforce with turnover falling due to lower sales (turnover at Green has in fact gone down to € 163 million in 2005 from € 184 million in 2001). According to the Green HR Manager, the declared headcount target is 900 by the beginning of 2008, a move strongly opposed by trade unions. Starting from 2004, workers have been receiving temporary unemployment compensation on a rotational basis (each for a period 15 days a year).

90% of employees are women. The average age is approximately 40. Staff comprises a plurality of professional figures. Besides managerial and administrative personnel, Green employs designers, model makers, tailors as well as workers who specialise in the production of samples. There are very few non-qualified and productive line workers considering that a significant segment of the latter has been outsourced. Key figures are the warehousemen and workers in charge of loading and unloading goods for delivery. Male workforce is concentrated in these sectors. Trade unionists stressed that gender relations are substantially not an issue at Green: «this enterprise was originally a female-only employer. Women continue to be in every division often carrying out duties that are not strictly feminine, in the logistics division, for example, and are often division heads or officials. Thus, while women have not been prevented from making a career, the higher we go up in the decision-making hierarchy the more absent they are».

New Wear currently employs 15. Here the percentage of women is about 73% of total workforce (11 employees). A large majority of employees consists of specialised workers, while only a small part is unqualified. The few men that are in the payroll mostly work as mechanics in charge of maintenance. Here the number of workers is stable and has remained unchanged over the years. Nor is staff expected in any way to rise. But it should be observed, to this regard, that enterprises in Italy employing a staff of under fifteen benefit from a special regulatory regime that gives them more freedom in the way they use their labour force. The 15-employee barrier is therefore a threshold over which a number of additional labour regulations apply. For example, as we will explain later, enterprises employing a workforce comprising of not more than fifteen people have fewer restrictions as far as dismissals are concerned (there is no mandatory rehiring for those workers that have been illegitimately  fired). Additionally, smaller enterprises are entitled to a series of breaks in terms of taxes and compulsory social contributions. This explains why New Wear, as well as other similar sized firms, have opted to not hire new staff. It should also be observed, however, that the system – or, to be more precise, its contradictions – allows enterprises to go past the 15-employee threshold by relying on apprenticeship contracts or by hiring staff on a temporary basis. In fact, the protections envisaged by labour laws for companies with a staff of over 15 employees do not apply to temporary workers or apprentices. Thus, considering apprentices, staff at New Wear reaches, during non-peak demand periods, is approximately 20. New Wear relies very little on temporary contracts.
3.3.2
employment conditions (terms and conditions, contractual flexibility), human Resource Management and internal labour market (including changes)

There are glaring differences between the two enterprises in terms of employment conditions, with significant dissimilarities in both legal treatment and pay. This is an issue that deserves a more detailed treatment. Green staff is covered by the textile and clothing industry-wide contract. Workers at New Wear are covered by the contract for handicraft enterprises. Minimum wages for these two types of industry-wide contracts are different. In the first contract, pay is higher, but even more significantly, different are also minimum pay rises in second-level contracts. At Green, for example, these are regulated by a company-level agreement while at New Wear by a territorial contract. New Wear has no company level bargaining tradition. The consequence is that pay for a similar job description and rank is at New Wear some 20-25% lower than at Green (New Wear pays € 800-850 per month while Green € 1,110 for specialised manual workers).
Both enterprises rely on non-standard contracts. In Green, though, atypical workers make up but a small percentage of total workforce. Non-standard contract (namely fixed-term and temporary contracts) holders at Green mostly work in logistics and at the boutiques. At the Milan showroom, staff has been hired on a project basis. The main reason behind the reliance on atypical working contracts is the need to meet expected and unexpected productive peaks, to replace those who are sick or on maternity leave or, especially in the boutiques, as a trial period before full-time hiring. In the past few years, Green has reduced its reliance on non-standard workers. Considering excess workforce, trade unions have demanded, and obtained, that peak demand periods be covered by utilising payroll staff. 

The scenario appears to be different at New Wear. As a trade union representative put it: «flexibility is savage, it is without rules». New Wear is a small enterprise and has fewer problems about firing someone and hiring someone else for that same job, position, etc. «Flexibility in these enterprises is truly wide: they can hire and sack as they wish», the same respondent added. And yet despite this, New Wear also relies on non-standard working contracts, mainly apprenticeship contracts. Although Italy’s recent labour market reform sets out three types of apprenticeship contracts, the one that New Wear utilises is defined “skill enhancing”. It is a fixed term contract, with a duration from anywhere between 2 to 6 years, where emphasis is on skill enhancement. Employers must in fact ensure that apprentices receive extensive vocational training. This contract,  applicable to young people who are between 18 and 19 years of age, envisages breaks in terms of compulsory social contributions. According to the enterprise, it is utilised as a “probationary” tool. In reality, though, this contract is principally utilised because it allows for a significant reduction of labour costs (an apprentice costs less thanks to the breaks in taxes and social contributions) at the same time allowing the employer to hire a more flexible temporary workforce. And, even more significantly, apprentices, as mentioned earlier, are exempted from labour laws. The employer may therefore increase the number of persons that are required in the productive cycle without needing to comply with the standard regulatory regime that provides wider protection to workers. Proof to this is the continuous inflow of apprentices and the low number of permanent hiring. New Wear also resorts to temporary workers but to a lesser degree and non recurrent way. The later are in fact utilised during peak demand periods or to replace employees who are on sick or maternity leave. 
3.3.3
negotiations on changes in employment (redundancies, transfer of workers etc) and employment conditions 

The restructuring underway since a number of years at Green has brought about excess workforce. The “expulsion” of these redundant workers has taken place mainly through retirement or through forms of early exits, such as early retirement, ordinary and extraordinary temporary unemployment compensations, mobility; only a small number were actually made redundant. These early exits were negotiated with trade unions. Currently the company claims a workforce excess of approximately 350, but in this case trade unions have firmly opposed headcount reductions. Instead an agreement was reached according to which Green workers would receive temporary unemployment compensation on a rotational basis for periods of  approximately 15 days. In the meanwhile, request has been put forward demanding Green to set out a strategic plan targeting product innovation and enhancement. While the management has accepted the trade union proposal, it appears to be adamant about achieving corporate streamlining through headcount reduction. Outsourcing services to New Wear, as well as to other suppliers, did not entail a transfer of personnel, meaning, therefore, that the decision was not required to be negotiated.
3.3.4
impact on quality of work

As no personnel was transferred, the quality of outsourced work cannot be measured by calculating the difference between the “before” and the “after”. This, however, does not mean that outsourcing has not had relevant repercussions. The restructuring of the value chain through outsourcing allows the enterprise to subdivide workforce during the productive cycle, creating one central segment  and a number o peripheral ones each with different working venues, hours and conditions. Specifically, the outsourcing of functions to New Wear has created two groups of workers, with significant differences in the quality of work. Regulatory framework weakens from the source to the destination: recognised rights and protections diminish; wages diminish. And, as we shall observe, working hours worsen. Generally speaking, outsourcing is linked to a deterioration of quality of work. And this is something that applies for the various types of outsourcing.
3.4
Changes in work organisation 

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

Interviews as well as documentation showed that work contents at Green have improved. The restructuring in the past years of the value chain has practically led to the demise of manufacturing functions. The large majority of employees have been moved from the area of manufacturing to that of services, such as, for example, sampling. As a trade unionist put it: «The old assembly line is gone and there is little or no Taylorism». Tasks have been widened, enriched, de-standardised, they have been made poly-functional. Many occupations are even developed ad hoc. The situation is different at New Wear. Here work has undergone little or no change as work continues to have a high degree of manual contents, standardisation and repetition. A worker complained about just how tiring the work is – a fatigue partly explained by its sheer monotony: «It is a work that wears you out, that takes away all your energies; it is boring; it is always the same even when there is new job order, or when you have to make a new swim suit». Also very interesting is what a trade union representative at Green had to say about the principal differences between the two firms, in particular with regard to the way work is organised and, consequently, of the different level of complexity, control and autonomy it entailed: «Over there they have brought back to life the model that existed in the Seventies: the assembly line». This remark is similar to that made by an external trade unionist: «At New Wear there is not only a massive exploitation of the workforce but exploitation of the classical kind: workers are required to produce so many pieces in a given period of time». These differences are reflected in the different satisfaction levels that are recorded in the two enterprises: these are, in fact, significantly higher at Green.

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

There are glaring differences between the two enterprises also in the organisation of working hours, in their flexibility and in the possibility of reconciling work with family life. At Green, working hours are more regulated, with eight-hour working days, from 8.00 AM to 17 PM, with a one-hour lunch break, five days a week, from Monday to Friday, for a total working week of 40 hours. There are no shifts. Green also negotiated with trade unions four hours of flexibility a week that workers may be asked to provide during peak demand periods and that they may then recoup individually. Higher flexibility is a pressing demand on the part of the management. While flexible working hours predominantly occur on Saturdays, other negotiated solutions have been attempted over the years (for example, an extra hour in some days of the week depending on necessity). Overtime hardly ever occurs, also because it has become more expensive following the latest round of agreements. These agreements have instead widened time-off and flexibility options that are much in demand by women to reconcile work with family life. A number of female workers have also opted for part time, either six or four hours a day. Part-time work had also been a point of contention between the social partners. Workers had demanded its introduction in order to enhance work-family reconciliation demands, while the enterprise held a position of total closure, which it however softened under pressure from trade unions.

At New Wear as well, the standard working day is of 8 hours, for a weekly total of 40 hours. There are no shifts. Now if these are the working hours that have been set down in the contract, effective working hours are completely different and may be as high as 48 hours per week or more. And these “additional” hours are hardly ever those that fall within the flexibility or overtime work negotiated in the industry-wide agreement. These additional hours of work are decided every time there is a demand peak. In other words, this extension of work, though agreed informally, is in all effects imposed on the workers: «How can you refuse – a workers said – at times there’s so much work that you simply have to stay on a few hours more […] The thing is that at the end of the day you are dead». Thus the salient characteristic of the working day at New Wear is the variability of its extension. One day it’s 8 hours, one day it’s 9 or even 10, and of course no notice is given. Working hours are established on a daily basis. However, another important characteristic is the saturation of working time as the pace is so high that workers have no time – no matter how brief – to rest or take a break. This work rhythm naturally has immediate repercussions in terms of fatigue and psycho-physical stress. It is a problem common to all small-sized textile firms and that which local trade unions have insistently highlighted.
3.4.3
functional flexibility, team working (including changes)

Functional flexibility occurs frequently at Green. Trade union agreements allow employers to give to their workers more than one task or to share them between offices or departments. Of course, this is conceded only up to a certain degree, women, for example, cannot be transferred to warehouse duties where work is heavier. Several respondents consider functional flexibility an opportunity to gain new experience and skills. Functional flexibility is, on the other hand, less frequent at New Wear also because there are much fewer opportunities to carry out different tasks. The  management at New Wear has more manoeuvring room with regard to the transferring of employees from one job to the other depending on productive demands, for it is an issue that has been left out of the industry-wide agreement. It should be observed, however, that the job descriptions as well as the tasks that have to be carried out at the operating machines are practically the same. It is therefore not a case of functional flexibility proper.
3.4.4
impact on quality of work

The way work is organised impacts significantly its quality. Impact on the quality of work is another consequence of value chain restructuring. At New Wear, the outsourcing destination company, working hours are often very long making up most of the workers’ day. Longer hours have a huge impact on women, especially those with small children. Working hours are hardly regulated. Changes or distribution of working hours are decided by management in an arbitrary way. In other words,  workers hardly have any say as far as working hours are concerned. In addition, the quality of work is undermined by the “banality” of its contents, by its monotony, by the fact that workers have hardly any possibility to decide about its organisation and by the extensive that management exercises. Besides these, another significant shortcoming is the absence of professional enhancement opportunities. These factors all contribute towards a low or very low job satisfaction level and lead workers to consider their occupation as merely “instrumental”. As a trade unionist at Green explained, these worsening conditions are due to the absence of strong trade union presence and action: «When we meet New Wear female workers they tell us about the difficult conditions they have to bear, and how they’ve been unable to have a say on working hours, on flexibility and on numerous other issues».
3.5
Skills, knowledge and learning

Skill structure within Green is highly articulated. Its complexity is due to the presence of multiple and different professional profiles. Education and professional skill level among stylists and pattern makers is quite high. The workers who handle sampling are those with lower education, followed by those at the warehouses. There are no substantial differences between men and women. Currently, Green has set a number of required skills, namely knowledge of materials, English language and basic IT. Skill structure at New Wear, on the other hand, is much simpler. Employees all have the profiles of manufacturing manual workers and machine operators, with the exception of a specialised mechanic. The work carried out is, in any case, highly standardised.
In both organisations, knowledge acquisition occurs mainly on the job; often newcomers are flanked by expert workers. Green also envisages more formal and structured training. It is something that does not, however, apply to stylists whose training occurs, in fact, on a more personal and less formal level. At Green opportunities for knowledge sharing, collective learning and professional growth are considered good, although opinions vary. According to some, the outsourcing of most productive functions has cut down opportunities and led to a loss of professional skills. Newcomers apparently no longer can move around within the organisation, losing opportunities of socialising and of fully understanding the productive cycle. Consequently, opportunities for knowledge exchange between departments  are increasingly fewer, as manufacturing, sampling and design no longer interact with each other as they used to. This opinion, however, was held by some respondents and definitely not shared by others, especially by the management which, on the contrary, firmly believed that exchange among workers and departments were brisk and that professional skill levels constantly on the rise.

3.6
Industrial relations & regulations

3.6.1
forms of workers’ representation

Green has workers’ representatives organism (i.e. the RSU, the Italian acronym for unitary union representative body) which are recognised and endorsed by the law and by collective bargaining, and which are elected by workers every three years. Union density at Green is very high; approximately 60%. According to some reports, workers’ participation in trade union initiatives, including  assemblies and strikes, is also significant. Trade union membership and participation are not however distinguishing traits. Age and type of contracts  are instead the important variables. At Green – but above all at the former – trade union membership and participation is lower among younger persons and among those workers who have non-standard contracts (especially temporary workers). As a trade union representative at Green said «Maybe younger and atypical workers find it hard to get involved, and we have little time to explain how the mechanism works. In the past, when I first joined, it was the more experienced worker who had the task of telling us newcomers how things went». Trade union membership is lower the higher one goes up the hierarchy among more qualified staff, officials and managers. That is why trade union density is lower at Green, an establishment that can, in any case, claim a long and significant tradition of workers’ struggle.

Unlike Green, New Wear has no workers’ representative organism that is recognised and protected by law and by the industry-wide agreement. This is the principal reason why New Wear continues to be so impervious to trade union action, as we will explain shortly. Trade union density is medium-low. Only four permanent workers are trade union members (corresponding to approximately 27% of total workforce). This figure  is in line with what occurs in the rest of the Italian productive system. In smaller-sized enterprises, trade union density plummets to very modest levels. Commenting the situation, a trade union member said: «to convince workers at New Wear to sign up and to take part in trade union initiatives is difficult because there is no interest and maybe because they fear retaliation». Gender and age differences do not appear to be a problem, but it  should be borne in mind that there far too few male workers to give rise to gender differences. What, on the contrary, emerges very clearly are the differences between permanent (i.e. those that have an open contract) and temporary workers (i.e. those that have fixed-term contacts, such as apprentices). Among these, not one is a trade union member. The explanation in this case is that these workers fear retaliation even more. As there is no workers’ representative organism, trade union activity is nil, while participation in initiatives organised at a local level by external trade unions is at best scarce. 
3.6.2
information and consultation, issues of negotiations

At Green information and consultation is a consolidated and continuing practice involving many aspects, from the definition of working conditions to corporate financial policy. Besides the periodical meetings (established during bargaining), it is customary for the management to call trade unions to discuss issues as they arise during the year. Not a subject for consultation, however, are the issues concerning outsourcing and decentralisation. On such issues, trade unions are never called for consultation or involved in defining strategies. Trade unions receive a “communication” of what has been decided in compliance with the right  workers have to be informed. 
The main tenets of the working terms and conditions (minimum wages) have been established in the industry-wide agreement. During company-level bargaining, recurrent issues are those concerning working hours (time-off, pause, flexibility of working hours, etc.), health and workplace safety as well as compensation (wages, production bonuses, etc.). Central in the talks currently being held at Green are the issues concerning plant and office restructuring. 

As mentioned earlier, industrial relations at New Wear (including information and consultation practices) do not exist. A trade unionist explains: «Several attempts have been made: We have tried to draft a company-level agreement, but the enterprise has always refused, and as it is a small-sized handicraft enterprise, it can apply the territorial agreement. So that’s that. It’s really hard with New Wear». Thus to briefly summarise the situation, there is very little consolidated practice in providing information to workers or in consulting them and there is even less involvement in the corporate decision-making process. For the time being, trade unions have opted for a step-by-step approach: «We intend to take few and short steps at a time, focusing initially on the regulatory aspect and on wages, before tackling the rest».
Though the situation at New Wear is serious, it is by no means surprising. This situation is not at all unusual, it is, in fact, typical. The further one moves away from the centre towards the companies of the network, working conditions as well as industrial relations worsen. The centre, which is traditionally the brand owner or manager, tries go keep good relations with the trade unions, if anything for reasons exclusively linked to its public image. Green’s image (and also in its practice) has always been of a company with a high “social responsibility”, therefore very concerned not only about the consequences of its action but also about promoting economic and social development in the territory of operation.
3.7
Conclusions

The case study on the restructuring of the value chain at Green confirms what had already been shown in similar field-investigations: the tendency on the part of enterprises to trim down, by parcelling out phases or functions (or segments of them) of the productive cycle. They specialise in what they are best at, in what is more profitable and, especially, in those functions that are considered strategic, such as conception, development, marketing, financial operations and, at the most, assembly of higher quality products. The other functions are given out to third parties or to suppliers that, in turn, give out the simpler tasks, to others, to second-tier suppliers. Thus to use the terminology that is current with transaction cost theoreticians, we can affirm that the enterprise decides to make only very few things on its own and to buy the rest from the market, from external companies. The new corporate configuration is that of the network-enterprise, a network or sequence of work segments. This strategy responds to several objectives: it allows for the definition of a more flexible structure, that can be synchronised to changes in demand with more ease; it allows for higher cost variability and consequently to generate savings. And as one proceeds closer to the edges of this network, conditions grow worse: wages are lower, working hours longer and protection weaker.

The study has shown that this strategy bears a significant impact on the quality of work and on the lives of the workers. This impact is not measurable by calculating the difference between a “before” and an “after”, but by observing the segmentation that produces a central area and other peripheral areas with differing working places, hours and conditions. In the peripheral areas, working conditions and quality are worse. Working conditions and quality are worse because job and career insecurity rises, because wages are lower and working hours longer and less flexible, because workloads are heavier and produce heavier psycho-physical stress, because protections are weaker.

The analysis of the Green value chain is interesting because it was conducted on the parent company of an important group that controls a plethora of prestigious brands, that has a wide range of diversified products and that focuses a great deal on end-clients. Now, the fact that there are, in this case as well, processes similar to those that have been described makes it increasingly difficult to fully grasp the relationship between corporate strategy and quality of life. The effects of a higher ranking in the market, of high-quality flexibility and competitiveness, tend to differentiate by workforce levels. Better conditions are a privilege for a very small portion of workers. But this portion corresponds, in a functional way, to a network where the quality of work and of life develop along a negative gradient, proportional to the place that is occupied in the value chain. In this context, the broader role played by the institutions becomes crucial: rights, protections, regulations, trade union presence and collective bargaining all need to be broadened. 

High-quality and low-quality flexibility coexists. While Green is a company that has a great potential in terms of innovation and competitive force it, too, is tempted to compete by cutting costs rather than by insisting on the quality of processes and products. This is how a trade union representative summed up the situation: «There is a contradiction between the potential of this company – which is almost a beacon for the Italian industry as a whole – and certain aspects of its conduct, its strategies and its projects. The fact is that they are all trying to steal perspectives by lowering costs». Many respondents believe that if the brand is to be strengthened, the quality of its products raised and its turnover boosted, the company must pursue appropriate strategies – strategies that target innovation.
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