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GENERAL INFORMATION

I. SHORT INFORMATION ON HOW THE CASE STUDY WAS CONDUCTED


This Case Study is a description on the out-sourcing of wage administration from the Swedish Post to the IT Business Provider WM-data.
The information on the case come from internal documents in the Post and WMdata, through interviews with management and responsible for the outsourcing on sides, one employee and a union representative. 4 interviews have been made in the Swedish Post (one male and three female) and 4 in WM data (two women and two men). We have also been able to use some of the information gathered in the case study on customer services in the Swedish Post. 
II.
GENERAL OVERVIEW OF THE CASE STUDY

Brief basic characteristics of 

· the companies involved: The Swedish Post, publicly owned company and WMdata, recently part of the Logica Group.
· the business function: Wage administration
· the units covered: In the Swedish Post – HR and Operational services. In WMdata the unit for BPO – business process outsourcing
· products and services: Wage administration – reporting, calculating and monthly payments
· the restructuring: Out-sourcing and change of IT-system
· the period of restructuring (when): From 2006 
· numbers of workers in the companies. A total of 35000 at the Swedish Post (around 60 in wage administration before the change) and 5000 totally in WMdata (Swedish Operations) and 8400 totally in Europe (before the Logica take over)
· geographic spread of value chain : Mainly Stockholm with a minor part (15 employees) in Umeå in the northern part of the country.
III.
CASE STUDY FINDINGS





The process studied is the out sourcing of the wage administration performed by a unit in the Swedish Post to the IT Business Provider WMdata. The Swedish Post is going through a major restructuring (described in another case study). A part of this is focusing on core activities and getting more customer oriented. This has been going on since the beginning of 2001, among other things establishing service partners for mail and package deliveries. Out sourcing of the wage administration as an idea occurred at that time and was completed in the year 2006.

After a competitive procurement process WM data was chosen as provider/supplier and almost all concerned employees were move over and a small unit for “sourcing management was created.


To WMdata taking over wage administration is a fairly new service. WMdata is a company which has grown, mainly through acquisitions, over the last 20 years. BPO – business process out sourcing is a small part of the Swedish and European operations which mainly is dominated by systems development and IT-consulting.

WMdata was just recently sold to the American company Logica. This change will not be dealt with in a larger extent in this study.



1. Company and value chain (re-)organisation:

1.1.  (re)organisation of the business function, legal and ownership structures, company boundaries
1.2. .
In the beginning of 2000/2001 the Swedish Post went through a major restructuring program setting among other things out-sourcing as an important part of the change strategy. Defining core activities and core customers, among other things postal services to private customers were out sourced to different kinds of commercial chains and companies (grocery stores, convenience stores, and gas stations). Out-sourcing of IT-operations was another part. At this time there were also discussions on the possibilities of out-sourcing in the areas of economy- and personnel administration. A decision was made to put this process on hold. Reasons for this was that the change programme were big as it was, a new business system (SAP), with HR components, was on the merge of implementation and the market for business provision in this area was perceived as somewhat uncertain.

WMdata had in the beginning of 2000 over a period of years developed to one of the major IT-companies for consulting, development, implementation and system operation.  In 2005 WMdata had a turnover of almost 1000 Milj euro and 9000 employees with operations mainly in Sweden but also in the other Nordic and Baltic countries. When the IT-crash was a fact and  the IT-development market went down, taking over operations through out-sourcing became an even more interesting option than before, not just traditional IT-operation (hardware, networks) but also It-supported administrative functions. Wage administration was one such area, where also the company had its own wage system to offer.  This system was a fairly new one acquired through a company take over in 2004.
In 2004 the Post had decided to go further on in its out-sourcing of the wage administration. The strategy was still out-sourcing even if an investigation was made of using an internal solution which showed as cost effective as an out-sourced solution. But decisive for the decision was the ambition of making fixed costs to non-fixed costs. By out-sourcing the personnel they would avoid laying off people which would be inevitable in the wage administration because of the decreasing number of employees in the organisation as a whole (fewer salaries to count and pay).

 They tried to get a provider using the SAP –system (already being used as the business engine) but all providers would use their own HR-system. The wage system had become too old and one important part of the out-sourcing was to combine a new system (SAP or any other) with a new provider.
The procurement process took one and a half year in total from setting the specified demands both on the system itself and the administration, personnel policies etc to evaluation of contractors, final negotiations and contracts.

The final agreement contained both the responsibilities for changing the IT-system and maintaining the operations.






1.3. (re)organisational and spatial aspects of the value chain 

The new organisation is characterised by a purchaser – supplier relationship. The Postal organisation involved in the purchasing role is partly the HR department who is responsible for the process and the structure. The HR department (one of the staffs in the mother company Posten AB) negotiates the collective agreements (wage distribution, general terms, working hours etc) that give the content to the wage administration. The Operations Support – a supportive daughter company to all the operative companies - 3 employees are the direct link to the supplier and are responsible for the agreement, monitoring the deliveries etc.

There are about 1500 “wage informants” in the different Postal companies who are responsible to supply the system and the administration with basic information – employment contracts, wage levels, hours worked etc.
In WM data 60 employees (and 20 consultants from a staffing company) operate the manual parts of the system. These were almost all transferred from the Post organisation. Main part is stationed in Stockholm and was moved after a couple of months from the Post in the northern part of the city to a southern part in the WMdata HQ. There is also a smaller unit in Umeå, in the north of the country. They were also transferred to the suppliers location. WMdata were already established in the city.


1.4. contractual and power relation (main power resources of companies and units, forms of governance of the value chain)

The agreement between the Post and WMdata is a comprehensive one. It covers both the system change process and the production of services. It contains such things as functional demands, service areas and activities, security, prices and volumes, environmental policies and personnel redeployment. It is a document of almost 70 pages and covers among other things about 35 different collective agreements.
The Post representatives put a great effort in making the agreement as detailed as possible, covering every possible angle. From WMdata the positions were more of trying to get a flexible agreement. The outcome was in this respect in favour for the Post’s ambition. There are concerns among the WMdata management that the very detailed agreement might hinder the flexibility and efficiency of WMdata running the operations in the long run.
In carrying out the change a number of joint groups in a common project group were set up in order to “fill the agreement with contents” and administer the vast changes – personnel, system, finance, technology etc. 
Experiences so far from the first transition period from both parties are that the production part has worked well while the systems change was more complicated than expected. The Post is all in all satisfied with the agreement while WMdata considered to detailed but at the same realises that this is a consequence of this type of agreements being new and not really tested on this scale.
In this it is important to realise that generally WMdata has had a lot of experience on out-sourcing and personnel take over etc in many other cases. Important factor for the Post actions was earlier disappointments concerning out sourcing of the IT-function.



2. Functions and overall workflow in the value chain
2.1. functions performed in the value chain, changes through restructuring, tasks carried out in different units, division of labour, workflow in core areas

The “production” of wages to the employees is a fairly simple process. For the concerned company it is not one of the core or main processes. It is a support process built on collective agreements (normally in Sweden) in its contents (be it for instance fixed or variable wages) and the HR-processes and responsibilities in its distribution of activities.
The out sourcing has not lead to any substantial changes in the basic principles in the value chain. You might say that the only change that has occurred is the fact that some parts of the processes (the actual transforming of basic wage information) have been transferred to an external part. What is added is a more sophisticated transaction between the purchaser and the supplier (the negotiations, the agreement and the control and revision of the agreement). This was done differently as internal processes before the out-sourcing. In this there is always the risk for a more costly transition function. But at the same time the roles between the actors becomes clearer.
The main production in itself has not changed. Over the first year very small changes in the production was made. The old system was still the basic tool. Relocation of personnel was done gradually. The organisation was transferred intact with the same team leaders etc. Changes that can occur will come through the new system which is being implemented as we write. It is too early to see the effects – training for the wage informants is still to come. Parts of the Post organisation have not yet gotten it into place.

· 
· 
· 
· 




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

As earlier said there has been an ambition of making this transformation as smoothly as possible. The main bulk of people were not being moved from the Post offices to the WMdata until half a year after the transition. Even the distant (from Stockholm) located parts were kept in the same vicinities.

2.3. temporal aspect of the workflow, the role of time and flexibility, consequences of restructuring
There have been no changes in the way the work is done and the relation between different activities and actors. The new system might in the long run change part of the relations. For one thing there is the ambition to make Post employees register information directly at the source in their computers (which can be a problem because many of the employees in logistics for instance don’t have access to a computer).
For the administrative employees the same terms on working hours etc was applied. The only time flexibility lost was that they earlier in the Post agreement had the possibilities of doctor visits during working hours, which was not a part of the WMdata agreement. 



3. Changes of employment 
3.1. employment structures (categories of workers, basic gender relations, employment contracts) including changes

The wage administrators are a female dominant group – over 90 % women in the group. The tasks are very much the same and the work-teams are mainly divided after the customers that are the different operations and companies in the Post. There is a high middle age in the group (49 years) and many are being retired over the next years. A majority is working full time – 40 hours a week. As earlier said the out-sourcing meant very few changes – among the staff, terms and conditions etc.



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

The terms and condition for wage administrative work is as said all in all the same between the Post and WMdata. The differences are perceived more of a cultural nature. The Post has a long tradition from being a public bureaucracy where HR-issues were firmly regulated. WMdata is more of a modern IT-company forming its culture around another kind of mission, development and profits. There are also the differences between a large, over a long time down sizing, organisation to a somewhat smaller organisation with a history of growth. For instance the attitudes on flexibility are more liberal at WMdata – you are being expected to take responsibilities for carrying out your assignments regardless of the fixed working time.
One of the motives for the out-sourcing, stated from management at the Post was that the supplier could offer more development opportunities for the employees. Given the short time and the heavy work load due to the shift to the new IT-system, this has not really come into practice. 




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




The transition went very smoothly. The long process had created a dejected atmosphere. The wage administrators new that top management did not consider them essential for the operations – they did not belong to the Postal core services. Management also took a great interest in finding a supplier with a good HR-policy. When the decision finally came, a union consultant audited the decision and found no grounds for hesitation. The unions accepted the basic strategy. 
WMdata had a long experience in acquisitions (over a 100) and how to conform new operations and employees to the WMdata culture. They put a lot of effort in information to the wage administrator, both before their making the decision on joining or not and after the transition.
A  special conforming agreement on a permanent basis were negotiated and not the one year agreement – keeping all your present conditions for one year and then it is an open situation, which is normal when transforming operations according to EU directive. Some minor terms are only for the one year transition period. The negotiations were formally between the WMdata unions and HR management but with close co-operation with the union for wage administrators in the Post.  
All employees were offered employment at WMdata. If not taking the offer and being left at the Post they would immediately be declared as redundant. All but three followed the operations. Of the reluctants, two got a pension and the third had a life long employment in the Post (an old employment form which was abolished some twenty years ago but were kept for those who had it). Competence inventories were made for all those followed over to WMdata.
There were also some redundancies among the IT-personnel working with the old system. Because of the planned system change, using an adjustment of the WMdata system, they were not offered new employments. Early retirement was one of the solutions for those employees.
In this aspect it should also be noted that the Post have a special redeployment unit for employees being redundant, where they get training and coaching for new jobs.
3.4. impact on quality of work

There are though two important quality changes. On the negative side there is a heavier work load, much to do with the strain in the organisation of changing the IT- support system.  On the positive side is that they now feel they have a “caring” employer considering them a part of core operations. It is important to realise the uncertain situation for almost 5 years that the wage administrators had been living under.
One important quality for the employees is to be able to be of service wage informants and to those who get the wages , i e the employees in the Post. They have managed to withhold that service but at the same time through the new relation be more specific on the service level – i e what has been stated in the agreement.


4. Changes of work organisation 

4.1. content of work, cooperation, managerial control, spatial aspects (distributed work, workers‘ mobility), role of customers (including changes)
The work organisation for the wage administrators has not changed through the
transition. Teams and team leaders have been kept intact. The tools are changing, but slowly, in accordance with the implementation plan for the new IT-system. 
On the Post side the organisation is changed – both to internal changes and to the new contractual situation. Most important is the establishment of a purchasing/monitoring function with three people responsible for managing the contract. 
A number of joint project groups have been established for managing the change process. Some of them have been finalised, such as the personnel transition group. Still in progress is the systems change group.
Changing of the IT-system, which was one of the important conditions in choosing supplier, has been the most problematic part of the transition. The division of responsibilities between the Post and WMdata was not enough clear in the agreement. WMdata had been too optimistic on the necessities of systems adjustments to the Post wage system – for instance the number of specific collective agreements.
For the wage administrators this was frustrating. Early on they got training in the WMdata IT-system, but had to keep on working with the old Postal system. The implementation process was delayed and the competence in the new system could not be practiced.






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

There has been any change in neither working hours nor contracts through the out-sourcing. The ratio between fixed and temporary contracts is still the same – about 80% fixed and 20% temporary. The temporary agents followed the fixed employees in the transition.


4.3. functional flexibility, team working (including changes)

There has been little change in the tasks and the needs for flexibility so far, the work organisation still being the same as the basic IT-system (so far). What can happen is that after implementing the system there might a development towards more specialisation.



4.4. impact on quality of work

Changes in general employment conditions and flexibility have had very little direct effect on the quality of work.

5. Skills, knowledge and learning
5.1. formal skill structures (including differences between men and women) and actual skill needs

On the Post side there has been minor changes in skills composition so far. Most important is of course the need to build competence in the purchasing and supply management function among the unit “Operations Support”. Skills needed are a combination of HR, IT and management/procurement.

For the wage informants, but also normal employees the skill changes is related to the system change. The new system will eventually lead to changes for the employees due to the possibilities in the planned new system to transfer registration to the employees themselves. This also transforms the role and skill demands for the wage informants – becoming more of HR-operative specialists, different in different part of the Post.
The wage administrators changing skill competence is also closely linked to the new system in the short run – in administrating the Postal wages. Over a longer period of time the skills will be more oriented towards wage administration in general – not just how the Post is managing their wages. This is a core aspect of the restructuring for the employees. Will the fact that they now belong to a professional BPO-organisation also lead to a more professionalised work, including clear career paths, growth in competence and development opportunities? 





5.2. knowledge intensity of the different tasks, standardisation and formalisation of work
Wage administration demands knowledge on the HR-systems like agreements and other rules and regulations concerning HR (laws on vacation, working time etc), IT-systems. Expectations on the new IT-system is that it will make the administration more simplified (and in this less knowledge demanding). The first implementations though do not yet support that expectation.
One example was given from the first implementation for the Post Cashier Service. As a test they tried a wage informant with well documented IT-knowledge and experience and with no knowledge on neither the Post or wage administration. This didn’t work at all.



5.3. learning opportunities, training policies 

There are two learning processes that are interesting in this restructuring. 

The first one concerns learning and training as part of the transition – wage administrators getting training for their new job and employer. The transition itself didn’t lead to any need for training in the operations – they were the same. The important training was how to be a WMdata employee – that is information and learning on new administrative rules, company culture etc. For the further informational and training the team leaders play an important role.
The second one is the implementation of the new IT-system which concerns both WMdatas wage administrators and the wage informants at the Post. The basic idea has been to get the  WMdata wage administrators competent on the new system so that they not only can manage their part of the system but also on a level that they in their turn can train the informants at the Post. Due to the delayed of the implementation this strategy has been difficult to carry out.




An important aspect of the learning and training needs are the age structure. Over the next year there are many wage administrators getting retirement. Just this first year 6 people have left for retirement. There is a rising need for transfer of competence.
5.4. impact on quality of work 

Looking from a skill development perspective the restructuring has not given any effects at present on the quality of work. The wage administrators are in one way torn between the intense work load in implementing the new system and being in an organisation where, hopefully, development opportunities will present themselves in the long run. Baring in mind the age structure for the elderly employees this might not be the highest ranked quality factor. 
Another uncertainty has occurred in the fact that WMdata has been bought by the American company Logica. This has not influenced the Swedish organisation, at least this part – the BPO unit yet. But in a longer perspective it might.
6. Industrial relations & regulations

6.1. forms of workers’ representation

The out-sourcing process has meant that the wage administrators have gone from one form of representative system and union situation to another. Both organisations have well established unions but with different traditions and backgrounds. In this we focus on the wage administrators. In the Post they (about or above 80%) were organised in the Union for Civil Servants (ST). After the transition those who still wished to be organised would have to join SIF – the union for white collar workers in technology and knowledge based private companies. 
In WMdata (as in the Post) there are also unions solely for those with academic background. In both organisation the structure is that at there are local union work place representatives linked either to the work place and/or organisational units.  In both organisations there was also a structure for managing co-operation on Occupational Health and Safety where OHS representatives should be elected on every work place over 10 employees.



6.2. information and consultation, issues of negotiations

The out-sourcing process has also meant that the wage administrators had gone from one system for information and consultation/negotiation to another.  In both organisations there were local agreements on company level on the interaction between management, employees and union representatives on different levels.  Both are large and complex organisations with complex co-operations structures. In general you can say that both the Post and WMdata seem to have established well functioning co-operative structures built on a climate on co-operation. Both have to allow representation from different geographically situated work places, different divisions and or daughter companies as well as representation on group level.
The procedures for co-operation are in both organisations built on the co-termination act which stipulates for the employer to inform on general issues in the company important for the employees (economic development, strategies, HR-policies etc) and negotiations before important changes.
In both companies there are ambitions to involve the unions early in the processes and to create joint partite working groups when necessary.
These procedures relate solely to organisational and personnel issues and not the way in which economic remunerations are negotiated. This is done based on the respective sector agreements – the Post follows the agreement for service companies while WMdata follows a specific agreement for the IT-sector.
The specific negotiations on the transfer were done basically between WMdata management and their unions with the Post union (ST) as knowledge support.

6.3. impact of national and European regulation (on the involvement and negotiation of consequences of restructuring,) and problems of enforcement
The basis for the transition has been the EU directive on transfers of operations. This stipulates among other things that employees transferred through out-sourcing (or mergers or acquisitions) have the right to keep their employment conditions for one year.
In the out-sourcing both the Post and WMdata for different reason were anxious on creating long-term agreements to secure the stability in the operations and among the employees. Another reason for WMdata was to secure that the new employees and their conditions as fast as possible were conformed to the WMdata HR-system. For WMdata, being used to take overs, it was important not to handle a lot of transformation agreements of different sorts.
6.4. pressures on regulations and national institutions

The process has all in all not been hampered for any part by legislation. The actions taken have in a high degree followed the Swedish Labour Market model with independent parties taking joint responsibilities.
7. Conclusions

7.1. basic characteristics of the case

The restructuring of the wage administration can in many ways be seen as an exemplary process on out-sourcing – “out-sourcing-by-the-book”. The basic motives were from both parts strategic. The Swedish Post wanted, as a part of their strategy; out-source non-core activities – not for economic gains in the short run but flexibility in the long run. In this they took a great concern in defining personnel objectives, securing a reliable supplier in that respect. Another important aspect was the two-fold goals for the supplier both to take care of the operations and implement a new IT-system. 
From the supplier side, WMdata, there were special motives for a well run process due to the fact that this was to be their first major break through in getting a contract in this particular area. Agreements – both on the operations itself and the employee conditions – where the buyer, that is the Post had a great influence.
The transition process has been very smooth with joint project groups managing the process. The personnel was transferred “in a lump” with small changes – using the old IT-system, the same work organisation and 90% of the employees accepting the new employer. 
The problems occurred were mainly the task of implementing the new IT-system which didn’t run as was expected. They are, as we write, in the midst of this implementation.
All parties are so far mainly satisfied with the process.

7.2. importance of the case for the WORKS research questions

Changes in work organisations from the perspective of global restructuring
The new way of administrating wages and the organisation of it, is now being regulated through a very comprehensive agreement plus the fact that two organisations (The purchasing/procurement unit at the Post and management in WMdata) is to agree on the running of operations. 
Clearer lines have been drawn between central wage administration – what WMdata is supplying and the wage administration (mainly registering) in the Post.

In all other aspects work organisation “at the floor” hasn’t changed. Two major uncertainties remains and that are the effect of the new IT-system and the effect of the American company taking over. 
The effect for the part of the wage administration that is still left at the Post (employees and wage informants supplying the basic information) has been very small so far. What will change the work organisation is not the out-sourcing per se, but the change of IT-system. 
Changes in use of knowledge and skills 
The out-sourcing has shifted the competence focus for the wage administrators, and will do so even more over time. From being experts on Postal agreements and working conditions the competence needs will shift towards general wage administration and IT.
7.3. impact of restructuring on quality of work and quality of life


The transfer to WMdata has in itself seems not to have influenced the employees work situation in a major way. What have changed is the turbulence and intense work load as an effect of the system change and its problematic implementation. If this in turn has influence the individual’s social situation is too early to be said.
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