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1. 
SHORT INFORMATION ON HOW THE CASE STUDY WAS CONDUCTED

The case study we present in this report concerns a case of reorganisation of the production business function in food industry. Namely it focuses on the restructuring of the value chain of  Natural Delicacy, one of the most important Italian groups in the food industry. 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 October and December 2006 and involved eight persons from Natural Delicacy and Hydro.

	1
	Man 
	Human Resources Manager of Natural Delicacy

	2
	Woman 
	Workers’ representative of Natural Delicacy

	3
	Woman
	Worker of Natural Delicacy

	4
	Man 
	Worker of Natural Delicacy

	5
	Man
	Production Manager of Hydro

	6
	Woman
	Workers’ representative of Hydro

	7
	Woman 
	Trade unionist (local level – area of Natural Delicacy)

	8
	Man 
	Trade unionist (local level – area of Hydro)

	9
	Man 
	Expert 


2.
GENERAL OVERVIEW OF THE CASE STUDY

Brief basic characteristics of …

· the companies involved: Natural Delicacy it is one of the most important Italian food groups and brands
· the business function: production

· the units covered: production of frozen vegetables

· products and services: production of frozen vegetables 
· the restructuring: outsourcing

· the restructuring period: The restructuring goes back to the 2002-2003 period. Currently underway is a restructuring involving the insourcing of production that had been previously outsourced

· numbers of workers in the companies: Natural Delicacy.: 2.400, about 70% women; Hydro.: 52 employees, about 60% women.
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

Natural Delicacy is one of the most important players in the Italian agri-food industry. The outcome of the merger of a number of farming cooperatives, it has grown over the years to become a complex and composite group comprising of several companies. Its ownership structure, however, has remained unchanged and continues to be that of the cooperative. The group is, in fact, owned by its agricultural producing partners. Alongside the “historical” production of fresh vegetables and frozen foods (from basic to grilled and ready-to-fry produce), Natural Delicacy’s range now also includes ready-to-eat dishes, frozen fish products, snacks and marmalades. These productions are organised, divided and distributed in a different way. Fresh vegetables and frozen food – which are the group’s historical products as well as constituent elements of its corporate identity – production is carried out almost entirely in-house. It is but recently that a part of it has been outsourced to a company located in the south of Italy, Hydro. Hydro is a small company operating in the agrifood sector; it is a joint-stock company established in the mid-Eighties that works exclusively for third parties, its principal client being Natural Delicacy. Hydro specialises in the freezing of fresh agricultural produce. In ND value chain, Hydro is in charge of the processing and freezing of the fresh produce, while packaging continues to be carried out internally at ND. As the management explained, the decision to outsource part of the production was dictated by ND’s insufficient capacity following an unexpected surge of demand for especially frozen vegetables. 

The production function of the other “non-historical” products, on the other hand, is distributed in a different way. Totally outsourced is the production of ice-creams, fish products and snacks. ND buys from the market the finished product, focusing exclusively on R&D, marketing and distribution. It is in fact safe to claim that this kind of organisation of the value chain, in particular with regard to the production function, is applicable to all those products that are considered «less important» or even «residual», not only in terms of brand identity but also in terms of turnover generation. As an ND official said «we initiated production in that area to complete our offer range with a view to covering market niches, thus we cannot consider them as our principal products even though we believe that it is important to have them». It should also be noted that such products have never been processed internally because ND has never possessed the required technology and know-how. It is therefore not really a “giving out” of a segment of the value chain. Investments to acquire the capacity to produce these products internally would be to high with respect to the expected revenues. The destination enterprises of the outsourcing process are mainly small and medium-sized companies that have a consolidated experience in the sector. Some of them are Italian, while others are cross-border companies whose client bank includes other brands as well.

In both the companies surveyed – Natural Delicacy and Hydro – workforce is mostly constituted by women, mostly factory workers. A work profile that includes very few men as they are mostly employed as mechanics or in the area of maintenance. It is a gender distribution that is typical throughout the agrifood sector. Nevertheless, the over-representation of women in the factory worker profile derives not so much from the kind of task they are required to carry out but – as we will outline more clearly ahead – derives from the fact that factory work foresees a fixed-term contract for a limited number of days in the year. It is for this reason that this job profile is typically considered as female legacy. Another interesting fact is that in both companies there are no female managers. At the most, women are department heads. There are clearly greater difficulties for women in accessing higher levels along the corporate hierarchy. Availability in terms of time is taken as the discriminating factor in this case. In the other levels, on the other hand, we did not come across mechanisms (formal nor informal) of discrimination against women, also because they make up the bulk of the workforce.

Regarding gender issues, it should finally be noted that neither of the two companies stands out for their family-friendly policies, a feature common across agribusiness (as a matter of fact, in nearly all industrial sectors and in many services sectors). The exceptions, in this light, are very few. ND, however, can be considered a company that is above average in terms of attention and care shown in connection with some aspects of working conditions such as, for example, working hours, permissions, etc. 

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

Emerging from what has been outlined so far is the peculiarity of ND’s organisation culture and practice: its low propensity to outsource and, more generally, to fragment and disperse the value chain. Research and development for all types of products is carried out internally. R&D is a core business function, one that the company considers strategic and on which it invests increasing resources. As an ND official said, the basic issue is that «our competitors are large multinationals that can rely on a worldwide network of suppliers, and if we try to compete with them in terms of prices we’d be left with no option but to shut down, so what we can do is to compete with them in terms of quality». ND has a laboratory with a staff made up predominantly of cooks whose task is to invent, experiment and test new products. Also in place is a consolidated cooperation with universities and research institutes on a number of specific projects. In addition, ND is promoter, and part, of a consortium of enterprises whose principal task is to monitor vegetable production both in Italy and abroad. This concerted focus on R&D has contributed to the growth of agriculture and its related industries, which range from the delivery of sophisticated services for farming to the manufacturing of farming vehicles and food processing, refrigeration and conservation equipment. It is interesting to note that ND is setting aside significant resources on organic and non-GM products as testified by some of the quality certification it has received.

Also carried out almost entirely in-house is logistics, which is gradually emerging as a key element in the management and streamlining of flows. Until a few years ago, part of the function was outsourced. Movers and porters at ND warehouses were employed by an external company that provided loading and unloading services. However, as manpower requirements diminished, trade union demands that the service be in-sourced was accepted, and now loading and unloading as well as portering services are delivered by ND payroll staff. IT management, on the other hand, is fully outsourced. ND is investing heavily on information technology, fully realising just how vital IT is for its business. In this regard, ND has implemented a system for the integration of all the entities that take part in the production process, from the partners that supply raw materials – i.e. the fresh agricultural produce – to the carriers, etc. This system allows ND to locate raw materials, semi-processed products and finished products in real time and thus synchronise stocking at production and retail levels. It is clearly a key issue considering that most of the materials involved are easily perishable and do not have a very long shelf life. New technology is also a key factor in ND’s quality project which crucially hinges on the “traceability”  of the product. Each product comes with a code (which is a sort of identity card) that allows for the tracing back, along the value chain, of the product itself, from the packaging to the processing it has undergone, including transportation, all the way to the field where it was cultivated.

According to what has been gathered from the interviews, it would appear that outsourcing is bound to be reduced even further. ND is expected to gradually re-internalise those segments of production that have been outsourced or are currently purchased in the market. It is an approach that distinguishes ND from the other large (multinational) operators in the agri-food industry. It should be noted that insourcing is, on the other hand, a practice that occurs with some frequency in enterprises that share ND’s cooperative ownership structure. For ND, this approach has two principal reasons. Considering ND’s concerted attention for quality, it would turn out to be more expensive to get the products made by others:  «in the sense that we would be spending much more to control that everything is up to our standards,» an official explained. “To make” things in-house would allow ND to maintain a strict and more direct control on food processing and thus keep down wastage and delays due to the shortcomings of third parties. Insourcing – the official added – would allow us to «implement “total quality” projects» on all production lines. If this is the first reason, the second is strictly connected to the ownership structure. ND partners fear that the outsourcing of too many segments of the productive cycle could ultimately lead to an excessive alteration of the products and thus affect the cooperative’s corporate identity. ND plans to launch a massive investment drive over the next three-year period aimed at enhancing technology and productive capacity through the implementation of new production lines and the strengthening of logistics. It is thus likely that these investments will determine a significant increase in the number of employees at ND. Nevertheless more precise information is yet to be disclosed on this matter
.
3.1.3
contractual relations (between the companies) and power relation (main power resources of companies and units, forms of governance of the value chain)

As in similar outsourcing scenarios, the source trademark enterprise – which consequently holds a strong and acknowledged position in the market – has stronger contractual power vis-à-vis its subcontractors. Such asymmetry also characterises the relationship between ND and Hydro, and between ND and he other enterprises that supply its ice-creams, fish products and snacks. In practical terms, Hydro lies in a position of substantial dependence insofar as ND is its main client – the client that provides work for most of the year and the largest chunk of its turnover. However, in the case of ND/Hydro, the asymmetry of power is not expressed in an imposition of and a pressure on the conditions in terms of prices and deadlines, but takes the form of an extremely strict control on the quality of the orders, on the compliance of processing standards and methods.

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 above, ND has a diversified output. Its traditional production consists of fresh and frozen vegetables (the latter including both basic and ready-to-fry products). Over the years, the frozen food range has been growing steadily with the increase in the number of available products. The offer now also includes ready-to-eat dishes as well as ice-creams, frozen fish, snacks and marmalades. In addition, besides producing under its own brandname, ND has been supplying products also for others as well, namely, Italian top-bracket agri-food large retailers. Hydro is involved in the production of frozen vegetables for ND as well as other brands. The production cycle starts within ND where R&D, conception and early testing take place. Hydro receives the raw materials from several ND partners or by ND itself. (Generally, these partners are located nearby although they may sometime be further away). Hydro is in charge of the processing cycle that ultimately leads to the freezing phase. It then delivers the frozen, semi-finished, products to ND, which packages and stores them, before delivering the finished products to the retailers. If the products bear the Natural Delicacy trademark, ND will also handle marketing and customer care.

ND monitors Hydro’s work at various stages. The contract thoroughly defines the requirements the semi-worked product must comply with, the processing methods, the hygienic standards that must be kept at the food processing plants, etc. Often, during the initial phase, ND technicians are sent out to instruct Hydro staff. At a successive stage, experts from the Quality Department visit the Hydro plants to ensure that the processing is being fully complied with. The delivered semi-finished product is sampled and controlled. «Although relations are consolidated, we dedicate much time and attention to quality control and to ensure that the semi-finished product delivered to us by subcontractors are perfectly up to standard», an ND official explained. As far as production for other brands is concerned, a key role is also played by the clients. Not only is it up to them to set requirements, processing methods, etc, but they can also intervene during processing to verify that everything is being complied with.

It should be underlined, as a conclusion to this paragraph, that the management has expressed dissatisfaction over the outcome of the outsourcing process. This process seems to have produced, as an “unexpected consequence”, a worsening in the quality of the products. And in this light, it appears to have been obstacle to ND’s “total quality” project and aspiration. This constitutes the first reason behind the rethinking of the outsourcing option on the part of ND; a rethinking that is expected to lead to the re-internalisation, over the next three-year period, of those parts of  production that had been outsourced to Hydro. As we will show later, another reason as well should be considered: the outsourcing seems to have undermined the company’s relations with the local territory as well as with workers and their trade union representatives. And this is something that is in contrast with the enterprise’s organisational culture, history and sense of social responsibility (which are factors that the ND owning partners show concern for).

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

ND plants are mostly concentrated in a small area in a central Italian province. More widely spread out is, on the other hand, the partners’ network as well as the gathering points, which are located both in the northern and southern regions. This means that parts of production take place in a variety of places. We are mainly dealing, at this stage, with farming and harvesting activities that form the initial link of ND’s value chain. The outsourcing destination companies of several products (ice-creams, frozen fish, snacks) are all located in central Italy, while Hydro is located in the south. To understand the criteria utilised in the selection of suppliers, it is necessary to distinguish between those that are involved in the production of vegetables and those that handle other productions. As for the latter, to which the entire cycle is entrusted, the selection criteria is principally based on the skills of the destination enterprise, its reliability in terms of product quality and delivery times. If conditions are equally met, a further factor that is considered is convenience; i.e. the price that the supplier offers. For vegetable producers, besides the criteria mentioned above, also very important is the distance that separates them from ND partners. «The sooner one begins to process fresh agricultural produce the better it is. That’s our philosophy and that’s why we prefer our subcontractors to be as close as possible to our farming partners». 

However, according to trade unions, behind the selection of subcontractors located elsewhere, especially in the south, there is the will to «exit» a territory – such as the one ND is based – that is more thoroughly regulated. This is an area, in fact, where agri-business collective bargaining at a provincial level produced an agreement that set a series of restrictions on the utilisation of manpower. Over the past few years, as a trade unionist explained, there has been «an all-out assault on the industry-wide provincial agreement». Many enterprises – principally multinationals – have threatened to close down their local establishments if trade unions did not loosen restrictions (or to be more precise: if they did not consent to the implementation of worse terms and conditions). Although ND’s corporate culture is less «aggressive», its outsourcing policy nevertheless envisages the contracting of work in areas were the regulatory framework is less rigid with a view to achieving labour cost savings. The management, however, is committed to pursuing a policy aimed at  reducing the dispersion of the production function through the further concentration of units in the company’s historical territorial base. ND, however, is expected to widen the number and well as the territorial spread of its farmers and agricultural produce gathering points.

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

Time is a key factor in the ND value chain. For other agri-business enterprises – or, for that matter, for most enterprises – there is, first and foremost, the need to come to terms with an unstable and volatile demand which is impacted by significant and rapid changes in terms of volumes and types of product that are requested. But in the case of the processing of agricultural produce, the issue is all the more urgent as time becomes crucial in view of the perishability of such produce and of the impossibility to predict the flow of raw materials. An  ND official explained: «It is the peculiar nature of this business, which obliges to continuously update our plans: because what we envisaged today may no longer be applicable tomorrow and will need to be revised. Coming into play are, in fact, many additional factors, starting with the weather, that we are at best able to predict only partially». This is the basic reason behind the need for flexibility on the part not only of ND but also of its entire network – a network that must be ready to react at any time and to revise its labour distribution plan. In these conditions, the manager added, «the capacity for coordination and co-operation» between the various parts of the network (from farmers to carriers and to food processing staff) is crucial. And an indispensable tool to this end is the development of ICT which allows for a horizontal integration of all constituent parts.

3.3
Changes in employment 

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

Payroll staff at ND is approximately 2,400. Following a phase of strong growth over the past decade, which led to a significant headcount rise, staff levels at ND has been substantially stable, recording slight increases. Plans aimed at re-internalising production parts that had been outsourced as well as the recent investment drive are expected to push staff levels up again over the next three-year period. Nearly 70% of staff at ND is made up of women (but it is a percentage that broadly applies to the group as a whole). There is also a significant presence of non-EU employees, mostly male
. The average age is approximately 40 years, with significant differences depending on the professional profile (lower profiles reflect younger average age). The staff includes several professional figures. The most consistent portion is made up of specialised or non-specialised manual workers (which together represent some 80% of ND headcount). Alongside these, there are officials, administrative staff, maintenance experts, mechanics, warehousemen, porters and laboratory technicians. Women are predominantly employed as manual workers. There isn’t a single woman among top-ranking officials, while only 2 out of 5 belong to the managerial staff and only 3 out of 20 to the administrative personnel. Similarly, immigrant male workers are mainly warehousemen and porters. Staff distribution is therefore defined by genre and also by nationality. 

Hydro employs a staff of 52. According to the management, this number is to remain stable at least for the time being and is not expected to change significantly. Women make up 60% of staff, while the presence of non-EU workers continues to be insignificant. The average age is 40 years. At Hydro as well, the majority is made up of specialised and non-specialised workers (approximately 90% of overall staff), while the group comprising maintenance experts, warehousemen and carriers or administration staff, is small. As in ND, women are mainly employed as manual workers while men in the other sectors. Not a single woman is an executive, manager or administrative employee.

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

Workers at both ND and Hydro have an industry-wide agreement contract for agricultural cooperation
 as well as a special labour relationship: they are, in fact, formally fixed-term workers;  their contract lasts one year, expires on December 31 and is renewed on January 2. During the year, they are required to work a determined number of days. Workers are divided between those who work 151 days a year and those who work 101. Workers have the duty, as well as the right, to work for that number of days. This is the most widespread type of contract in the agrifood sector and is above all applied to factory workers. It is utilised by the small as well as the big enterprises, by national as well as multinational companies, by enterprises specialised in agriculture as well as by industrial enterprises specialising in the transformation  of agricultural produce. As we will explain later, this is the “typical” contract that is applied for work in the fields, where it originated. Over the years, it has been  progressively regulated. 

The employer may demand additional days of work for which, however, pay is higher. If the 180-day threshold is passed, workers may demand to be hired on a permanent basis, unless they have previously signed, to this end, a declaration of refusal, which is the common practice in the agri-business sector. A trade unionist, however, explained: «these workers are in all practical terms stable workers insofar as their contracts are automatically renewed every year. It is something that occurs every year and if it doesn’t it is most likely due to reasons linked to the single person. But the trade union keeps a close watch to ensure that this doesn’t happen». This type of contract applies only to manual workers (both specialised and non-specialised), to warehousemen and to porters. White-collar workers, maintenance experts, mechanics are hired with an open-ended contract. This explains why at ND fixed-term contracts mainly involves women (approximately 83% of total workforce but more than 95% of women) and non-EU immigrant workers.

The two enterprises under review nevertheless reveal differences in the way they treat their employees, at a normative but above all at pay level. Set in the industry-wide agreement, minimum pay is obviously the same. What differs are the wages agreed at a lower level (at a plant-level). On alike-for-like basis in terms of rank and task, wages at Hydro are lower. Specifically, what is lower is the variable part of the wage, that which is constituted by acceleration premium, i.e. the additional wage given to workers for having met certain production targets. Also different is the way working hours are regulated, especially with regard to overtime. These factors all contribute to affect total pay. ND pays its wages within a framework of agreements arising from company- and territorial-level bargaining which envisages stricter regulations governing overtime. This framework considers overtime, i.e. work occurring from Saturday 6.00 AM through the whole of Sunday. Not so at Hydro, where work on Saturday is not always considered as overtime (and therefore qualifying for higher pay). In addition, the extra pay for overtime work is higher at ND, which also pays more for night shifts.
Both enterprises also rely on non-standard contracts, namely temporary work, but in modest percentages. Temporary work is sought in HR selection, to tackle demand or unexpected  peaks and to replace workers who are on sick or maternity leave. Temporary work is mostly concentrated in logistics, and among porters, while occurring to a lesser degree also among non-specialised manual workers. The reliance on this external flexibility tool at Hydro is recurrent but stable in terms both of quantity and usage. At ND reliance on temporary work is diminishing because it is a flexibility tool that the management does not appreciate very much. The management prefers a different kind of relationship, one that allows for a direct rapport. «We keep them through the temporary work provider for the minimum required time, because these companies too must make some profit, but then, if the workers do well, we hire them directly», explained an official. The two enterprises do not rely, at least not in a systematic way, on other forms of  non-standard working contracts. This explains that the “typical” relationship in the agri-business sector is actually the fixed-term contract, which ensures a great degree of flexibility to the employer not only because it formalises a working relationship that is always expiring, at the same time offering, as we shall observe later, the employer various flexibility options in the way workforce can be handled.

An important aspect emerging form both organisations is that relating to health and safety. If equipment-related hazards seem to have been eliminated, thanks also to the introduction of innovative safety features, other dangers have emerged. More specifically trade unions and workers have complained about the equipment cleaning process which requires the utilisation of acids. «Many workers – as a ND trade union representative said – have complained about sore throats and burning eyes after having cleaned the machinery». This issue is currently the object of a  dispute between the social partners as trade unions have demanded that the cleansing products be analysed. This phenomenon is not linked to the outsourcing process that is being examined. However it is likely that in other cases as well, health and safety levels have tended to decrease the further one moves away from the centre of the network and comes closer to the peripheral nodes.

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

The outsourcing of a portion of the production of vegetables has not so far entailed staff transfers or redundancies. On the other hand, the decision to outsource was motivated by insufficient productive capacity at a time of rising demand, and was therefore finalised to tackle a period of peak demand. Initially, the firm asked workers and trade unions to change (in the sense of loosening) the regulations governing working hours and overtime. In particular, ND demanded higher flexibility, i.e. the possibility to utilise workers seven days a week and to “call” workers to report for duty at any day during the week (for a maximum of five days), including, of course, Saturdays and Sundays, but without considering the hours worked overtime. Trade unions firmly rejected the proposal, and ND-Surgelati thus relied on outsourcing. Although, industrial relations at ND are good, outsourcing strategies are rarely discussed with workers’ representatives. This can be observed not only in the relations with Hydro, but also in those with other subcontractors.

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 has, in any case, contributed to segment the workforce employed in the ND productive cycle. Specifically, the outsourcing to Hydro created two groups of workers generating significant differences in the quality of work. By moving from the source to the destination, the regulatory network regarding specific terms and conditions of work has slacked, as we are now in a territory where there is a less stringent application of the industry-wide agreements and where restrictions are less incisive. In particular, as we have observed, pay is less. And, as we will observe, working hours become tougher. 

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)

The interviews carried out and the materials collected show an improvement of the work contents at ND. This is partly due to technological innovation and partly to plant automation. With regard to the former, a process of automation is currently underway rendering tasks less manual and more supervision-oriented. As for organisational innovation, ND recently initiated a team working and job rotation experiment that produced interesting results. Nevertheless, for the majority of ND staff – which is predominantly female – work continues to have the characteristics of the assembly line, always linked to the same machinery. It should also be noted that certain types of workers, namely warehousemen and porters, have remained only marginally affected if not altogether ignored by these innovations. Thus, for example, team working and job rotation have only been experimented in the production departments. Such innovation processes appear to be less frequent at Hydro. The reason is because the company not only has fewer financial resources and therefore a weaker investment power (especially in new technologies) but also because it has an HR management culture a characteristic of which is a lower propensity for innovation. And finally, as workers and trade union representatives revealed, work continues to be «very repetitive» if not altogether very «boring».

This latter aspect, is at the base of the low satisfaction level recorded by ND and Hydro employees. Their work is rigidly controlled. Their work is controlled by the machinery. A number of devices measure the work carried out by the machinery and, consequently, of the worker himself. Acceleration premiums depend on these measurements. Besides these controls, there are those carried out by the department heads and foremen.  «For each production line – a worker explained –  there is always a person who is in charge of and invigilates that production, including workers productivity, quality and defects». Sanctions take the form of letters, i.e. of written reprimands. At the third letter, the firm may fire the worker.

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

Significant differences between the two enterprises regard the organisation of the working hours and the flexibility of their application. At ND, standard working hours are seven hours on Monday and eight hours from Tuesday to Friday. There are three shifts: Monday 9.00-16.00, 16.00-23.00, 23.00-06.00; the other days 06.00-14.00, 14.00-22.00, 22.00-06.00. The working week is maximum 39 hours over 5 days. Very little overtime is envisaged. At Hydro, on the other hand, the standard working week is 40 hours, spread over eight hours a day. Here, too, there are three shifts: 06.00-14.00, 14.00-22.00, 22.00-06.00. At Hydro, though, overtime is much more frequent, and the firm has obtained several hours of flexibility (i.e. extra working hours paid less than overtime rates) to tackle peak production that each worker can successively recuperate. While flexibility more frequently occurs on Saturdays, it may also happen on Sunday.

With regard to working hours, a distinctive feature common to both companies is the fact that the large majority of their employees actually hold fixed-term contracts according to which they are called to work a certain number of days per year (either 151 or 101). This means that the number of working days during the week, and the month, varies. One week, there may be five working days,  one week just two, while the following even none, depending on the company’s production demands. A trade unionist explains: «This is the typical contract in the agri-business, set against  changing seasons and weather conditions». In other terms, work in the agricultural sector is somehow regulated on a job on call basis. Collective bargaining sets the notice timings, and workers must be informed that they have been “called” to work at least the previous day. Workers must also be informed halfway into the week the days they might be called to work in the following one. 

The companies have at their disposal two broad flexibility options. Yet both Hydro and ND continue to demand further flexibility of working hours. These demands at Hydro have been partly conceded. It is a type of flexibility that responds exclusively to production requirements that is not in any way compensated by measures of flexibility designed to benefit workers. While at the ND trade unions are putting up a stiff resistance. According to trade unions, significant advantages in terms of flexibility, in fact, arise from the fact that ND operates in a sector that is considered very close to agriculture. The addition of flexibility features typical of the industrial sector would create a “hybrid” situation and lead to an excessive precariousness in the working conditions of employees. These companies «are, de facto, industrial concerns; they apply agricultural cooperation contracts to obtain tax breaks and gain advantages in terms of flexibility. It is not possible to concede more; to concede things that belong to the industrial sector, otherwise we might as well apply the industrial contract».

On the issue of working hours, trade union representatives have insisted on working hours saturation and, therefore, on accumulated fatigue and stress, highlighting the need to address the problems relating to work-life balance, especially for women. These problems appear to be more serious at Hydro, where the management has shown little interest. But they are also present at ND, a company that has always tackled the issue with utmost attention. Plans to this end are underway, thanks to the initiative put forward by ND, together with other local establishments and institutions, to build a nursery school in the area. Women workers who have complained about the difficulties they have to face, currently try achieve a work-life balance by taking turns at the nightshift. As a trade unionist observed: «everyone wants the nightshift because it’s the one that allows you to come home in time to bring your children to nursery or to  school, and allows you to do something else for them in the afternoon». “To give some order” to the issue, ND and trade unions have signed an agreement establishing that nightshifts be granted on a priority basis to mothers with children who are under three. This appears at this moment to be the most efficacious strategy (besides being the only one that the company has proposed) to strike a satisfactory work-life balance.

3.4.3
functional flexibility, team working (including changes)

Functional flexibility is a much utilised tool at ND. Trade union agreements allow employers to give to their workers more than one task or to share them between offices or departments. Frequently, for example, manual workers are moved from one plant to the other depending on production peaks, or even to warehouses if manpower demand is concentrated there. In addition, agreement has been reached to apply mobility also with regard not only to other ND units but also to external units that are connected to ND through the consortium. This kind of mobility is often utilised to ensure that employees get the 151 (or 101) days they are required by contract to work. Recently ND also initiated experimenting team working in production units, establishing teams made up of six workers that are in charge of specific phases of the production process. If functional flexibility, as well as inter-company mobility, at Hydro occur more rarely, team working experiments are totally absent.

3.4.4
impact on quality of work

Working conditions, too, are significantly different in the two companies we are reviewing, so much so that we can start talking about the effects of value chain restructuring on the quality of work. At Hydro – the outsourcing destination company –  working hours are less friendly, offering fewer possibilities to reconcile work with family life especially for women with small children. Fewer opportunities are also offered for training and retraining while organisational and multifunctional innovation are scarcer and work satisfaction levels lower.

3.5
Skills, knowledge and learning

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

Skill structure at ND is not particularly complicated: the large majority of workers are either specialised or non-specialised manual workers. Education and vocational training levels are medium-low. Higher education levels (namely, junior-high school or technical institute diplomas) occur mostly with mechanics and maintenance experts; i.e. with men. Lower education levels, on the contrary, are more frequent among warehousemen and porters; i.e. among especially non-EU immigrant workers. Similar characteristics can also be observed at Hydro, where education levels are medium-low but with some differences depending on the job description. Currently, skill requirements at ND are concentrated in food processing and IT. Skill requirements, on the other hand, are less at Hydro, which features a more modest level of automation and innovation in the processing. 

3.5.2. 
knowledge intensity of the different tasks, standardisation and formalisation of work

In both organisations there is a standardisation of tasks, they fall short of a rigid formalisation of the entire processing procedure. A lower degree of standardisation of tasks as well as a more pronounced knowledge intensity emerge among mechanics and maintenance workers. Among factory workers the differences are mostly connected to the type of machinery they have to use and on the technology it contains. From this point of view, the tasks carried out by ND factory workers features a higher degree of knowledge intensity. In some departments, there are work profiles involving tasks with little manual content and which are not repetitive. Over time these tasks have  broadened and lost most of its routine and receptiveness, requiring an increasing degree of specific control and supervision through specially designed computers and software.

3.5.3.
learning opportunities, training policies 

Skill acquisition at both companies occurs on the job, and often new employees are flanked by a more expert colleague. Nevertheless, ND foresees more formal and structured training both straight after hiring or successively. Numerous courses have been (and will be) organised on product quality, on the use of machineries, on the way they should be cleaned, and on workplace health and safety. A fact, confirmed by the workers themselves: «the company has provided several refresher courses on the productive cycle and on quality products». An expert said that in the agri-business, «ND is, no doubt, unique – it is one of the few that addresses the issue of staff training in a consistent way». It should be noted that training initiatives also involve interim workers. This attention to training and retraining is absent at Hydro. Here skill acquisition occurs exclusively on the job, through the assistance of a more experienced worker. And as respondents said, the handful of initiatives that have been organised focused on workplace health and safety, those that are prescribed by labour legislation.

3.5.4.
impact on quality of work 

It is probably as a consequence of the outsourcing process if at Hydro – the outsourcing destination company –  there is a higher degree of standardisation and repetitiveness and manual content and if there are fewer opportunities for training and retraining while organisational and multifunctional innovation are scarcer and work satisfaction levels lower.

3.6
Industrial relations & regulations

3.6.1
forms of workers’ representation

Both enterprises have workers’ representatives organisms (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 elected by workers every three years. Union density is high: approximately 80% of workers are trade union members
. The three main trade union organisations are present on an a substantially equal footing. At Hydro, union density stands at about 60% according to a trade union representative. Here, as well, the main trade union organisations are represented, although there is a prevalence of the moderate one. Participation in trade union initiatives is high both at ND and Hydro, and does not have a gender connotation. The key variable, in this light, is age: trade union membership and participation is less among younger workers and also among non-EU immigrant workers. With regard to the latter, it is likely – as an expert explained – that «fear of reprisals is more acute among immigrant workers even in an organisational context characterised by a progressive culture and good industrial relations».

3.6.2
information and consultation, issues of negotiations

With regard to the issue of industrial relations, and in particular on information and consultation practice, there are significant differences among the two companies. ND has a consolidated tradition of good industrial relations. A tradition whose roots may be found in the history of the organisation and cooperatives that created the company as well as in the institutional framework it originated – a framework dominated by a strong culture of solidarity. As a trade unionist explained: «ND, as well as the group as a whole, has always fostered good relations with trade unions. Naturally, there have been conflicts in the past, but they have always been resolved in a positive way through negotiations». An indication of these good relations is the continuing practice of information and consultation on a range of aspects not only regarding working conditions but also broader corporate issues. Besides the periodical encounters, set during bargaining, the management has consolidated the practice to call trade unions to discuss the issues that emerge during the year. Even though workers have complained that as the group grows in size bureaucratisation has increased, leading to the widening of the distance between the management and the workers. This has resulted in fewer opportunities for dialogue and direct participation in the corporate decision processes.

The situation at Hydro is very different. Although industrial relations are reasonable, there is no consolidated information and consultation practice. As respondents have revealed, this is something that occurs also at other subcontractors, albeit in significantly different ways. To this end, it should be observed that Hydro, as other subcontractors, are located in different institutional frameworks, where cultures and traditions – especially those pertaining to politics and trade unions involvement –  are diverse; in areas, to be more precise, where workers’ movements have had to face greater difficulties and where there has been less collective action in the resolution of labour conflict.

The principal regulatory and economic aspects (minimum pay) of labour have been set in the industry-wide agreement for the agricultural cooperative sector. Company-level agreement mostly focus on working hours (shifts, overtime, leave, absence of leave, flexibility of working hours, etc.), on workplace health and safety, and on economic issues (wages, acceleration premiums, indemnities, etc.). Unlike Hydro, at ND the agreement with workers is at three levels. Besides the industry-wide and company-level agreement, there is also a local agreement. The latter regulates various themes tackled at an industry-wide level by setting “minimum standards” applicable to all agri-business enterprises operating locally (in the province). It therefore sets minimum standards not only on such issues as information and consultation, environmental care,  workplace health and safety and working hours and organisation, but also on a number of issues relating to pay (namely, acceleration premiums). As highlighted in other sections of this report, it is clear that staff at ND, unlike those at Hydro or other subcontractors, work in a more regulated context – in a context where labour protection is stronger.

3.6.3.
impact of national and European regulation (on the involvement and negotiation of consequences of restructuring,) and problems of enforcement

In the case under review, trade unions have not been involved in the decision making process that ultimately led to the outsourcing of part of the production. But this is a tendency that is widespread in all economic sectors. Trade unions have voiced concern over the decision even though it did not impact the workforce at ND plants inasmuch as it did not entail job cuts or transfers. Off the record, though, trade unions feel that outsourcing options have been taken by many local companies because there is the will to «exit» a territory – such as the one ND is based – that is more thoroughly regulated. This is an area, in fact, where agri-business collective bargaining at a provincial level produced an agreement that set a series of restrictions on the utilisation of manpower. Over the past few years, as a trade unionist explained, there has been «an all-out assault on the industry-wide provincial agreement». Many enterprises – principally multinationals – have threatened to close down their local establishments if trade unions did not loosen restrictions (or to be more precise: if they did not consent to the implementation of worse terms and conditions). Current legislation in Italy lays down few restrictions on such options, especially if these do not entail job cuts or transfers.

3.6.4. pressures on regulations and national institutions

Generally speaking, Italy has also shown that strong “deregulatory anxiety” which, beginning in the mid-1970s  in coincidence with a slowing down of the economy, has progressively become stronger. Employers, on the other hand, have been making stronger demands for increased flexibility, which ultimately means demanding the curtailing or removal of contractual obligations on the utilisation of workforce or the downgrading of functions carried out by government institutions or by associations by giving more leeway to the personal initiatives of single employers and employees. Deregulation formulas are also increasingly gaining ground in national policies as governments gear up to tackle the new economic challenges. And the pressure is  mounting as a consequence of the dearth of provisions that regulate externalisation outsourcing and delocalisation. At a more specific level, though, it should be observed that ND distinguishes itself for the fact that it has shown little interest in deregulating, or in exerting deregulatory pressure,  thereby emerging as the representative, or ideal type of employer, of but a segment of enterprises in the sector.

3.7
Conclusions

3.7.1.
basic characteristics of the case

The single most interesting aspect emerging from this study is that it outlines a case where the restructuring of the value chain has “failed”. It is a case where the outcome of outsourcing has been judged negatively by both the management and the staff and trade unions of the source company. A proof of this negative assessment lies in the fact that the source company is now considering insourcing what had been previously outsourced. To fully understand the circumstances it is, however, necessary to bear in mind some of the features of the source company. It is a company strongly rooted in the local territory; a “technical localisation” that allows it to maximise not only the territory’s physical connotations, namely its market, its social, professional and human resources, its infrastructures, but, above all, its cultures and traditions and that territory’s typical way towards progress and growth. A distinguishing trait of ND is its high sense of “social responsibility” insofar as it pays utmost attention to the consequences of its action in the economy, in the society and in the environment. This is acknowledged by trade unions and workers alike and confirmed by numerous consumers’ associations that every year assign to the company high ratings for its ethically correct conduct. ND is a company that pursues flexibility to achieve  quality, firmly believing that it can win global competition with the quality and innovation of its products, as testified by its growing R&D investments, active cooperation with universities and research institutes and initiatives aimed at monitoring studies and experiments conducted in Italy and abroad. And just as revealing is the company’s intensive quality certification activity.

Against this kind of backdrop, the restructuring of the value chain – i.e. the decision to resort to the outsourcing of part of the production process, has been dictated by a number of reasons. The main one is the necessity to tackle insufficient production capacity at its plants in the face of a strong and unexpected rise in demand. ND’s approach, in this regard, is antithetical to that prevailing at other agri-business multinationals where outsourcing is carried out exclusively for cost saving purposes (namely labour costs). Nevertheless, it is also possible – and herein lies the second reason – that outsourcing has been carried out with the intention to reduce the production costs. The case study has in fact revealed that there are some differences in working conditions (pay, working hours, etc.) and, more generally, in the quality of work, between ND and Hydro, the outsourcing destination company. These differences are not so glaring as in other cases, but they are nevertheless significant. 

Notwithstanding the undoubted convenience (in terms of costs), the outsourcing to Hydro of a part of production has negatively impacted the quality of the products, but above all it appears to have been obstacle to ND’s “total quality” project and aspiration. And just as important, the outsourcing seems to have undermined the company’s relations with the local territory as well as with workers and their trade union representatives. This has led to a major policy rethinking that is expected to lead to the re-internalisation, over the next three-year period, of those parts of  production that had been outsourced to Hydro. 

Therefore, in many ways, ND is the ideal type of company – a company where production continues to be a core and strategic activity. In this light, an interesting comment came from an ND official: «in all these years they’ve been telling us to focus on core functions, but for us production has always been a core function, and after the experiences we’ve had, we prefer to manage it directly; we prefer production to be carried out by our own employees or by or cooperative partners’ employees». At a time when constantly gaining currency is the concept of a company intended as an entity whose task is to increase capital,  measured by its stock exchange value, through various ways, among which the production of goods and services is but one of the many options available, Natural Delicacy appears to have defined a different paradigm. While the firm intention is not to create myths, this paradigm does appear to be the one where there is a greater focus on work, on the way it is managed and improved through new technologies or new organisational practices, fully aware that this can ensure quality products and enhance innovation capacity. This paradigm does not leave out of the reckoning outsourcing and networking, but these are functional to the acquisition of specific skills that are not available in-house. Acquired externally is that which the company is unable to do or unable to do well. Or unable to do in the best way. 

3.7.2. 
importance of the case for the WORKS research questions

As previously mentioned, the single most interesting aspect emerging from this study is that it outlines a case where the restructuring of the value chain has “failed”. It is a case where the outcome of outsourcing has been judged negatively by both the management and the staff and trade unions of the source company. A proof of this negative assessment lies in the fact that the source company is now considering insourcing what had been previously outsourced. The outsourcing to Hydro of a part of production has negatively impacted the quality of the products, but above all it appears to have been an obstacle to ND’s “total quality” project and aspiration. And just as important, the outsourcing seems to have undermined the company’s relations with the local territory as well as with workers and their trade union representatives. Outsourcing, albeit indirectly, has negatively impacted the job and life quality of workers by creating two groups of people with rather different working conditions.

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

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 has, in any case, contributed to segment the workforce employed in the ND productive cycle. Specifically, the outsourcing to Hydro created two groups of workers generating significant differences in the quality of work. By moving from the source to the destination, the regulatory network regarding specific terms and conditions of work has slacked, as we are now in a territory where there is a less stringent application of the industry-wide agreements and where restrictions are less incisive. In particular, pay is less. Working hours become tougher, offering fewer possibilities to reconcile work with family life especially for women with small children. Fewer opportunities are also offered for training and retraining while organisational and multifunctional innovation are scarcer and work satisfaction levels lower.
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� The possibility, however, of a staff transfer from suppliers to ND is less likely. Being enterprises that work on behalf of third parties, it is more likely that they will try to obtain orders from other clients, from other agribusiness companies. Failing to do this, a state of crisis would be declared leading to the temporary reduction of workforce, in other words to workers being made redundant or, at worst, to the closing down of the enterprise. It is a pattern well established among small- and medium-sized enterprises that work for third parties.


� Foreigners who work at ND (and also at Hydro) all hold regular working permits, although most have past experiences as illegal aliens. As proved by many other studies on this issue, a significant number of  foreigners who hold regular stay permits entered the country illegally, obtaining their regular papers only through pardons or other similar initiatives. This phenomenon is mostly ascribable to the rigidity of immigration procedures, and to the numerous contradictions these engender, which often lead to their inapplicability. These studies also reveal just how widespread is the exploitation of illegal aliens within the economy, especially in the agricultural sector. Though there are no such instances in ND or Hydro, it cannot be excluded that such cases may occur in some portions of the value chain under examination (especially during the initial phases, i.e. during the actual cultivation stage. There is, however, no specific information available, nor were interviewees able to provide any.


� This contract cover all the workers employed in agricultural sector, from the farm worker to the production worker of a food industry. It is signed by th most important trade unions and by the associations of agricutural enterprises and food industry companies. It regulates different aspects of the work condition. It is renewed every 4 years (but its economic part every 2 years).


� Trade union density at the two companies is higher than the national average (approximately 38%); the difference would be more limited if we were to only consider trade union density in agribusiness: approximately 51%. It should also be observed that this percentage is even higher in cooperatives and in those companies that apply industry-wide contracts for agricultural cooperative work. In addition, trade union density shows significant differences depending on the professional profiles considered. Thus, for example, among qualified and non-qualified factory workers average percentages of trade union members as a proportion of total workforce of respectively  around 61% and 58%. 
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