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I . Characteristic Features of the Knowledge-Based Economy

'fhcrc has been a great deal of discussion in recent years about whether the technologically
nrosl aclvancerl irrdustrial nations are changing to a new type of economic growth.
Spccilically, tlrc clcbate has gained momentum because of the economic growth and rising
cnrltloyrncrrt. rvlrich continued urnabated in the USA throughout the 1990s without ar-ry

signi[iclnt inllaticlnary pressure.' The main features of this new phase of economic
tlcvclopnrcnt ll-onr the prerspective of corporate operating environments can be captured as

lbllorvs:

. l'hc allilin,to create. process, store, transfer and protect knowledge has become an

increasingly inrportant sollrce of competitive strength for cornpanies. The growing
knou,leclge intensity of products and operative processes in all sectors of the economy will
lcacl to a blurring of the distinction between manufacturing and services, and ultimately to
obIiteration of the clistinction.

. 'l-lre atri[ty to learn rapidly and develop constantly and to efficiently use this ability to
gelterate constaut product innovations has become the key success factor for an increasing
nuurber of enterprises. Their main developmental problem is no more rationalization
rvithin or optimization of the production process, but continuous optimization and

tlcvelopment of tlie entire product concept.

o The nerv infonnation and communications technologies (ICT), based on microelectronics,
telecontmunications and network-oriented computer software, hold a key role as economic

srou,th enqines. ICT is the technology base for the greater knorvledge intensity of goods
rurrd services ancl also one of the factors which promotes companies to acquire improved
capacitl, to lcarn. if only used in a way which combines its new possibilities with
innovativc fbrms o1'work organization and enhancing of skills of the workforce.

2. Nerv Organizational Logic

Changes in the stnrcture and growth dynamics of the economy are bringing about a

transfonlation o1- clrterprise organization, jobs and employment in advanced industrial
natior-rs. In the post-war decades, it was typical of major companies to strive for advanced
vcrtical and horizontal integration. Horizontal integration was a means to seek growth by
cxpanclinu into neu, sectors. Vertical integration, which r,vas characteristic of the Fordist
prrrclLrction rnotlel. \\,as il nreiurs to intemalize possible market risks in different phases of the
vlr ltrc chair.rs.

'l-lrc glotralization ol'conrpetition, which is supported by the liberalization of trade and the
tlcrcgulation ol'nrarl<cts. ancl the developrnent of ICT have, however, signified an end to the
tr-crrrls ol'horizontal ancl vertical integration. An increasing number of companies have chosen
in rccent )/cars to lbcus on zr narower segment of products and of the value chain, around
rvhich thc1,builcl thcir corc conrpetence. Horizontal disintegration is associated witli the fact
tlurl u'hcn o1'rcnrtions lrcconrc globalized, there is less need forconrpanies to balancetlreircash

' r tl:('l): .,\ \crr lrcononrr"' 'l'lrc ('lransins Role ol'Innovation and Information l'echnology in Growth. OE('t)
l'lr rs IOO().



llorv ovcr ccorronric cycles by betting on different industries; instead, balance can be sought

through exploiting rlif lercnces in rcgional markets. Another in-rportant reason for the increased

lrol'izontal clisirrtcgration is that anricl tougher corupetition, nlallagement finds it hard to
luclricve competitivc aclvantages irr several sectors or product segments at once.

lC'-l- hcllts rethinli thc lrorclist prodr,rction ecouomic logic of vertical integration of the value

clrains lry crcatrrrg ncrv 1-rossibilities to reshape them into new business areas. A good example

ol'lltis liincl o{'t'arlical chanqc cluring the recent years is the spreading of e-commerce along

rvrth thc rapirl rlevelol-lnrettt o1'the Intertret.

r1-c.xnmercemearrs-*clonrg[,ttsitlessovertlreIntentet,sellirrggoodsandserviceswhiclrare
tlclivered offline as well ers products which can be'digitised'and delivered online, such as

coptpllter sotiware".r In the OECD Economic Outlook (June 2000) it is expected that by the

ycar of 2005 e-contnterce tratrsactions between businesses (B2B) and between businesses and

coltsLut-lel's (B2C) u,ill account lor about 5 per cent of inter-company transactions and retail

sales respectively. The biggest growth prospects of e-commerce are in B2B, in which
cclrlpernies expect ef ficiency gains especially in the form of lower procurement and inventory

costs iutd better supply chain nlanagement. In the B2C domain, the biggest potentials are in
rhc procluction o1'goocis and services which can be digitised, thereby allowing substantial

savirrgs in production ancl clelii,ery costs. Some authorsl see the spread of e-commerce as a

n-raior exatnple ot'an application of Net technologies (the Internet, extranets, intranets), which
signifles a fundantental shift in the economics of information. The Net technologies break the

t;rclitiolal tracle-o1'1' between richness (bandwidth, customization, interactivity) and reach

(connectivity) of inibnnation, opening up immense possibilities for deconstruction of the

value chains in virtually all businesses. As companies start to expand the utilization of Net

tcchnologies in their operatior.rs beyond mere purchasing and selling of their products, it
ntal<es sense to start to tatk of 'e-business', instead of 'e-commerce'. Comprehensive shift to
c-trusiness nrzr1, bg accompanied in some companies not only with 'webification' of current
busiuess nroclels or active search for new ones, but also with active search for new business

opl.rortunities and tterv pziradigtlatic ways of thinking about business.

[]r,en thoLrgh ICT technologies in many cases open up new possibilities to streamline

nrclivich-ral verluc chains, the ruling principle behind the organization of value chains in the

linori,lcclgc-basccl econolly becontes horizontal coordination rather than vertical integration.

Accttrclir-rg to tlrc neu, organizational logic, core companies of the chains focus on their core

conrpetencies and oulsollrce other activities, striving to retain responsibility only for the most

stnrtcsic and cconorlically nrost productive parts of tlie chain. They usually'go downstream'
in tltc valrrc chain. closcr to the client. with embedded and more comprehensive services and

r ntcul-uLc(i soI utro|ls.

,\t rlrc sunrc tin.rc. tlrc rcshaping ol'r'alue chains with the help of advauced ICT is leading to

ncu liinrls ol-ccll-lihc orqanizational structures aud networks of companies, with higli levels

ol'irrtcrulcl-rcnclcncc. anrl to rcclcfiuition ol'bargaining power relations between companies

locrrrctl in tlif-fcrcnt ltarts r-rl'tlrc chain. Thc core companies'dependence on other companies itr

rlrc strltportitrq urrrl rclatcil inclustries and associated services is growing to tlie exent that the

rc-ll lrcl.ors in tlrc slotral innovatiou courpetitiotr are not so tnuch individual companies any

( )l:('[ ) l:c()ll()rttlc ( )Lttlook

I r rrrrs. l'.lt & \\'rrrstcr'. | .
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ntot'c, l'lrt. incrcasingty. networks of companies or even entire clusters of industries, i.e.

'rrctrvot'ks ol'nctrvorl<s'. Thc cotnpetitive position and the bargaining power of individual
conrl'ranics in thc ncrv envirotlnlent is affected by the level of the knowledge they possess,

Irou, spccifrc it is liorn tlrc point of view of other companies, and its value for other

corlpan ics.

3. Translbrmation of Jobs and Employment

llrc;c 5us lrcen littlc cntltirrcal analysis so far of how these changes will affect jobs and

crnlrloyrtrent. ln an errvironment in which the main driving force of economic growth is the

ltroduction. use ancl cxploitation of knowledge, a special challenge for this kind of analysis is

that it shoulcl link expected changes in the labour market to those in the market for the

tlerlancl fbr and procluction of knowledge. Frorn the point of view companies, this means that

thcy arc increasingly interested in the workforce as a generator of knowledge and not so much

as il source of ptrysical labor.rr which, however, still remains the base of economic production

runcl social reproduction.

C'o1rp1lies arc ltow less than ever before tied by any physical and local resources and

lrounclaries in their operations; they can utilize different sources of knowledge with the help of
aclvancecl ICT t'or the production of their products on a global scale and in an ever more

flexible ntanller. The shift of ernphasis in the utilization of workforce from a source of
physical labour to a generator of knowledge has a built-in mechanism, which threatens to

reipforce social segregation in the labour market. In the production of knowledge, the

cli{ rence betu,eerr the perfonuance ca.pacity of individual employees in terms of added value

l,ill grou,ulr-nost inlinitely, compared to the case in work based on physical tasks, where

tlifl'crences arc snraller-and somehow proportionate. There is thus an inherent trend towards a

ntot'c 1lueveu tlistribr-rtiou of work, earned income, and other tenns and conditions of
crlploynrent.

In l<rrou,leclge-basecl companies, which compete on the ability to generate constant product

irrrrovatior.rs. tlrere is a continuous demand for people with versatile professional skills
corlbinecl with intenrational skills (such as language skills) and digital literacy, i.e. the ability
to u,orli in an cuvironntent which requires the use of ICT. Companies are now increasingly
scel<ing nou, cnrplovees based on factors describing the work orientation as well. Cornpanies

tl,picallv irssult.lc that worl( orientation criteria - such as, quality consciousuess, reliability,

;rrccision. cilrc. coultritnrent. trllst, creativity, openness to new ideas, entrepreneurial spirit,
crrthusiasnr. etc. cxpress an individual's potential for accumulating tacit knowledge, the

signiflcarrcc ol'rvhich as a soLrrce of competitive strength for companies is growing with
rrctu,orkius anrl tltc incrcasitrg pace of change of their environtnent.a

ln tltc nclr,crrvit-onurctrt. tltc rnost strategic functions for the compally are knowledge
irrtcgration. r.rrrrl planrring. coordinatiotr and control of the company's core activities. Sr"rch

Itrnctions rlcnurnrl high lcvcls of both explicit and tacit and company-specific knowledge. For
llris rcuson. l<non'lcrlsc-t'rascd colrpanies strive to keep their most senior knowledge workers

' I rrrrtlvall. li -.\.: ilte Lc;.rrnrns [:conoru1,. In Ol-CD: Knou,leclge Matragentettt in thc Learnirlg Society. Olr('D.
l,rrlrs 1000. p. ll-. l-l I . \orlrka- I. & 'l e ecc. D.J. (eds.): Managrng Industrral Knou'led{.le: ('reatiott. '[-rartslcr antl

I trlrzulrorr. Suue . I rrtttLrtt Ilrottsatttl Oaks Ncrr I)elhi 200 1.



conlntittc(l thr-ough attractive arrangen-lents. often involving ownership shares, share of
prolits, lronuscs, fiinge lreneflts and autonomy at work. The other side of the coin is the
u,orl<forcc lcss ccpripped rvith knowledge integration skills and the potential for accumulating
t:rcit l<nowledge needecl in the new environment for companies. Tlieir labour market position
is bcconring irrcreasingly insecure and volatile. Fragmentation of the labour market is

rrssociatccl rvrtlr dcclilring bargaining power of trade unions and works councils (or other
rcspcctivc lbrrls ol'rcltresentative employee participation) and in some industrial nations also
u,ith crosion ol'thc syster.l-l o{'industrial relations and dismantling of the welfare state.

'l-lrc slrrcatl ol'c-corrrr.r.rerce is lil<ely to have both direct and indirect impacts on labour markets
irrrrl Lhc ct-rntg'rositit'rn o1'cnrployrnent. lutemet penetration is substantially higher among large

tlran srnall corrrpanics anrl there is the danger that many small companies lack the skills and

financial resoLrrccs needed to make comprehensive use of the Net technologies. The skills
tlellcit of'snrall corn1ranies is probably bigger in the B2C domain than in B2B, where, for
cxarnple. the clentanris fbr specialized marketing skills are not as high and where there is more
roont flor specializccl niclre businesses. On the otl-rer hand, the rapid development of Net
tcchnologies is speecling up establishment of offensive, growth-oriented firms with lean and

cost-efficient orgzurizational structures for whom the Intemet is the only marketplace and who
builcl theiruvhole ['ntsiness concept accordingly. Companies with a holistic e-business concept
need people u,itl.r high knowledge integration skills and with special skills, such as software
tlcvclopnrent ancl progranrnring, graphics design, content provisiott, and ICT-rnediated
cusrorrer sen,icc. sales and marketing. The increased possibilities for digitisation of products

lncl fbr streamlining of logistics chains will probably lead to a decreased demand for
'traclitional' serles staff in businesses like retail trade, insurance and travel ag-encies as well as

in pacl<aging. clistribution and storage. For instance, a Finnish expert study) assesses that in
thc provision o1' sinrple. routine-like services it is possible to achieve even tenfold
in-rprovcnrent rn proclLrctivity by transferring the delivery online. In standardized services, but
u,ith a lintiteci nurnber of options available to the client, the potential for improvement was

:rssessecl to lre trvo- or threefold, whereas in highly customized services the study considered
thc oltportunitv to provide them online to be rather poor, with not much room for the

irlprovenrerrt of'prodLrctivity. This example strikingly shows how the impacts of ICT and e-

conlrerce 1,n1-1, grcatlt fiom individual case to case, making it difficult to draw firm
conclusions on thcir cf'fbcts on tnacro level.

Clranges in thc strltcturc ancl growth dynamics of the economy are not unproblematic from the

point of-r,ies,ol'lhc u,orl<lbrcc rvith high-level knorvledge integratiou skills, either. As the key
qcnct-ators ol'urlrlc-il valuc lbr the conipany, tliey are exposed to continuous pressure for
irrrrovaliolt. lcitr-nins. prol-cssional development ancl showirtg of their cornmitment and value-
crcuting capacitl, to thc conrpiury. With globalized competitior-r attd advanced ICT, work of
thc highlv sliillccl linorvledge u,orkers is becomirtg more virtual and mobile. New fomrs of
I('T-ntciliatccl uor-liing (called as 'teleworking', 'e-working', 'viftual rvorking', 'mobile
u,orl<irrs'. ctc.) rrnchuirt u,ork fl'orn the traditional boundaries of time and space. This opens up

Iinos,lctlsc uollicrs bctter opportunities lor autononry, self-regulation and work-life balatrce,
()n tltc onc lrlrrrtl. [trrt lcavcs thertr morc vulnerable to ever increasing performance and

irrnovation l)l'cssul'c iu tlrc lbnl o1-excessive u,ork load and working hours, ott the other hand.

In prlcricc. hrghlr sliillctl hnou,ledge rvorkers olten find it difficult to control the boundaries

' lrilrclri. l'. I..rrrkrrrcrr. \l . Scpplirrctr. l..t'[.innili. \4.: Scerrarros lir'[:lectroltic Scrvice [)rovision (in Finnish)
lrnrrslt \'l rrtr:ltr ol Irrlrottt.l:Sl: l'Ltirltcltl()l)s li7 01,llelsirtkrl()()1.



l'rctrvcerr rvork ancl pcrsonal lives, despite the fact that they usually enjoy more autononly at
s,orl( anrl havc lrcttcr clranccs of flexible working alTangements than the other groups of
crlployces. Accot'rlinqlv. thcre is enrpirical evidence that the incidence of stress increased

tlLrring thc past rlccarle irr rlany OECD countries.('

4. I{igh Road or Low Road of Innovation, or No Innovation at
AII']

-l-lrc 
increaseci llrcsslrrc on coulpany management by globalized competition and the demands

trl'irn;ratient stock nrarlcets lor showing constantly irnproving shareholder value makes it
lttractive tbr rlanagenrent to follow a strategy, which puts the major emphasis on seeking
conrpetitive advantage by means of cutting costs. Focusing on cost competition directs
ntanagellent's atterrtion to raising of operational effectiveness through continuous process

irnprovenrent, ofien accompanied with a streamlined work organization with no slack
rcsolrrces, numerical f'lexibility in the use of labour, no organized skills development, and

rrtrlization of ICT nrainly as a tool for further automation and centralized control.

-l-lrough nearly 50 per cent of employees in the EU Mernber States already use computers iu
theil'rvorl<, only lralf of them had got special training to that.7 There are many reasons for the
rveak incentive of firrns to make investments in vocational training of their employees at large
in an cnvironntent o1'cutthroat cornpetition. Companies aiming at systematic rationalization of
their processes otten linrit training only to a carefully selected core group of employees
u,orl<ing in thc ntost strategic knowledge integration functions and occupations. Holistic
contpzrny-wide policies to enhance the working capacity, skills and creativity of employees
rrncl. thus. tlrerr enrployment opportunities, would often be too risky from a company's point
o['r,ierv. Moreover. nrally companies, especially SMEs, lack the knowledge and capacity in
thc ll'ea o['rlesign o1'rvork and technology. This lack of knowledge contributes to an

orientatior-r to conrpiury clevelopment, wllich can be called as the 'low road of innovation'.s
-ilic lorv road developnlent path may lead to sound productive and financial performance in
thc short tenl, but there is the danger that it undermines the formation of social capital within
thc conrpany arncl the nrobilization of human resources in support of company goals, which are

nrajor ltreconditions for longer-tenn knowledge-generation and innovation capacity of the
c()lrpzllly.

ilrcrc arc also conrpanics. rvlrich follow an altemative path of development, i.e. the 'high road
ol' inuoruation'. lliglr-roacl conrpanies seek competitive advantage primarily from quality,
cLrslonrization irncl balanccd process and product innovation, supporting this by structural
rctlundancv ol'r'cst.rLrrccs. lirnctional flexibility in the use of labour, broad participation of
cnrplovces. anil gcnuiuelv tcanr-trased forms of work organization which foster leaming and
sliills clcve lopnrcnt ol-cnrplovces. These companies look to advances of ICT with a view to
rclc:rsing tlrc procluctivc'and innovtrtive poteutial of the employees rather than for control and

( iirblrcl. l'. & I-rrrnataiucn. \4.-l(.: Merrtal Health in the Workplace: Introduction. ILO. Geneva 2000.
( ()nlnlssl()n ol llrc lirrlopearr ( ournrtruities: Benchmarkin,r.l l{eport Following-Up the'Stlategies lbr Jobs in thc

Inlirrnratron Soe rcrr". ( lr('(l(x)l)122. Brussels 2001.
I trrol.rculr \\'rrrk .t lee lrrologr'( orrsor.liunr: Work Organisation. Conrpetitiveness. EIrrpIoyment: the Eut'opcatt

\ppro:rclr. I:trroperrrr ( ()nllnrssr()n. I)( i lirr Iinrplovnrent ancl Social Affairs. ('E-V/8-9tt-00 l-EN-('. I998.



:.lltopli.rtiol'l purposcs. They view knowledge generation as a process calling for active

involvernent on tltc part ol'the entire staff.

'llrcrc is antplc erlllirical eviclence in support of the arguurent that companies, which have

lrtloltl.ccl ncu, u,or-li. organizational and human resollrce rnallagenlettt practices as'bundles',
lurvc bccr1 ablc to lchievc significant benefits in both productive and financial performance.')
'fhc problcnrs u,ith ilccuratc clcflnition and measurement of these practices make it difficult to
prrrviclc statisticalli/ r-e[)reselttative data on their diffusion in Europe. Many studies

tlcntor.rstnrtc. Irou,cvcr-, that coutltanies following a detemrined iunovation strategy, whether

thc high Ioilrl ot'lori'roatl. rrc stiltrelatively thin on the grolrnd:

. -f 
lre clata ol'rhe EPOC Survey (Erlployee direct Parlicipation in Organizational Change) by

the European Foundation for the improvement of Living and Working Conditiotls on 10

llU cogltries starecl that 33 per cent of the responding organizations (N:5,768) used grollp

tlclegartion. l{orvever, only less than 4 per cent of all workplaces were characterized as

l)roper'tcapr-based organizations'with a high coverage and intensity of group

tle legatiolt.r('

. 'fhe EPOC Survey also showed that the number of workplaces reporting no activity for
'rlou,nsizingibacl< to core business' was 69 per cent, for outsourcing and subcontracting 78

per cclt. tbr rvorl<ing tinte flexibility 63 per cent, and for contract flexibility (part-time

u,orl< or telt.tporary contracts) 66 per cent. 30 per cent also reported no innovation in their

proclucts or tecltuology.l I

. -[hc Norcltlcx l)r'o.ject studied the spread of rnodern, flexible work organizations in

Dclprarlt. Fiplald. Nonvay and Sweden (N:c. 6,000). The study grouped workplaces as

'll'onr-r'unners' if'they had a higli degree of decentralized responsibility and a system of
orgunized hutlatr capital clevelopment, and used teams, job rotation and a compensation

svstell lrascrl on results or quality. In Denmark, Finland and Sweden, only 13 per cent of
llrc plrvurc-scctor u,orlcplaces fulfilled all the five criteria, and in Norway the share

rcnrainecl ets low as 5 per cent.ll

'' Ii.g. Aptila. .1. .t \,liistalo. P.: Funcrional Flexibility and Workplace Success in Fruland. Finnish Ministry of
I-ubour Labour l)olio,stuclies 206. Ilelsinki 1999: Appelbaum, E., Bailey' T., Berg, P. & Kalleberg, A'L':
\4untrllcturruu .,\rlvantarc: \\/hy IIigh Perfbrmance Work Systen.rs Pay Off. Cornell University Press. Ithaca' NY

1000: ('rrllr,. i\4.. \\ioorllanrl. S.. O'Reilly. A. & Dix, G.: Blitain at Work: As Depicted by the 1998 Workplace

lrnrpkrvce l{e lations Strlvcv. l(outleclge. Londou - New York 1999, Goudsr,l'aard, A. & Dhondt, S.: The

( lra1gilu Wollcl ol Work in lhc Netherlands. TNO. Hoofddorp 1999; Huselid, M.A.: The Impactof Human

Iicsgrrlcc \4auagctucnl [)racticcs ou Turnover. Ploductivity, and Cotporate Perfbrmance. Academy of
\4unlgcnrcnr.loulnal lli (199-i):.1. p.635-672: lchniowski. C.. Sharv, K. & Plennushi, G.: The Effects of Hutlan
l(csotrrcc N,lanaqcrrrent l,racticcs on I)rocluctivity: A Study o1'Steel Finishing Lines. An.rerican Economic Review

si ( I(x)7):.1. p 2()l-.ll-l: l.a],. (i.. Shalti|a. I,. & Wegel. J. (eds.): IDuovatiou in Production (Technology,

Irrnovurrorr. ;.rntl I,olicr,) No li. l()9(): i\4acDuflle, J.P.: Htttuan Resource Bundles and Manufacfuring

llcr.lirrnlrrrcc: orgarrrz-atiorral l-ogic ancl Flexible Production Systems in the World Auto Industry. lndustrial and

Lrrlre; l(clarirrls [{cr rcrr .lli (l()9-5 1.2.1t.197-221; NUTEK: Flcxrbility Mattels - Flexible Enterprises ir.r the

\.r.tlrc ( ().,lt.rcs. \t 'l-l:li R l()()().7 Stockholur 
.|999: Whittiugton. I{.. Pettigreu. A., Peck. S.. Fenton, E. &

( otrvon. \,1 .. ( lrlrrrr:e urtrl ( on-rplentcntxritres in the s\eu'Contpetrtive Lartdscape: A [iuropean Panel Study.

l()()r l()()(). ( )r',,'unrruttotl Scicttcc l0 ( l()99):5. p.-583-600.

lt!.n(lcls. .1 . llrrrrue n. 1... l,ckrrrhl. t .t O'Kell1,. K.P.: tisclirl but Linused (iloup Wolk in Etrrope- European

I orrrrtl:rlron lol lltt' lrrrl-rlo\cntctit o1 l-tvrttq ancl \\i<l'krng ('otttltttotrs. Dublin 1999.

" 1,1,()('l{r'seurgilrirotrp: l:rrrplovnrerrtthrouglrHcxibilrty' Scltraringthc('rrcle'/EttropeatrFotrndatiolliorthe
Irrrlrrovcrrrerrt ol I rr tttl lrrtti \\'rttkttts ( rrtttlitiotls. [)tlblill l9(x).
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l'hc Workplacc Enrployee Relations Survey of 1998 studied the spread of new forms of
rvork organization at British workplaces. The data (N=2,191) showed that even thougl't

lcarlrvgrl<ing in one fonrr or another was quite widespread, only 3 per cent of all

rvorltltlaccs operatecl teants that corresponded to a model of 'fully autonomous

lcurlru,orl<irrq' rvltcrc teuls also decide how work is to be done and appoint their own team

lclrtlcrs. | '

. '['ltcr INNFORM Pro.iect was lrased on a survey on large and medium-sized finns in tl're

t lpitcrl I(irr-udotn. Germany and other Westem European countries (N:459). Though mally
con-rparrics in Europe changed their organizational structures, processes or boundaries

tlLrring thc coursc of the panel study from 1992 to 1996, only very few of them adopted

cltarrgcs in all three clinrensior-rs. According to the authors, "it seems that holistic or

systerlic rranstbrnration is still very rare, involving fewer than one in twenty European
,- ,, tl
IIt-nts

l,-c,,ptntr.rcc apcl e-lrusiness are business innovations as such. There are many reasons to

bclicve. lton,ever. that deployment of the Net technologies in companies'business processes

Irls becl associatecl so far more often with the low-road than the high-road alternative.

l]ccause the Internet reduces the irnportance of physical location, it lowers the barriers to
crrtry lbr new contpetitors, intensifying thus the rivalry in the market and at the same also

rnaliinq it rtrore clifficult for companies to differentiate themselves. The outcome is a greater

l)rcssure tbr conrpanies to engage in mere price competition. The trend to competing solely on

pricc is reinfbrced zrlso by the fact that the Internet applications companies deploy are very

sinrilar. ofien clrawitrg on generic packages offered by third-party developers. The Internet as

such is. hou,cver. an extremely flexible technology. Internet architecture and standards make

it possible to truild also truly integrated and customized systems, which would allow
conrpanies to tbllow quality- and customer-oriented strategies in line with the high-road

concept of iunovation. I

'lhcre is rro clear pattern in the adoption of 'bundles' of flexible and innovative work,
r-rrqanizational ancl human resolrrce management practices across countries, industries or
u,t'rrl<1;laccs in llLrrope. The reported incidence of these practices is somewhat higher in

Norlherrr E,Lrrolte than in the Southern parts of Europe. It also seems that SMEs, which
corrstitute the great rla.jority of all enterprises in Europe, are lagging behind large enterprises

irr ltloptinS. thcsc pt'itctices.

I-lrc rlain policv issLre (hcing European policy makers does not seem to be the choice between

tlrc high roarl or lorv roacl of innovation, but between innovation of ar-ry kind or no innovation
rrr ull. (liven thc grora.,ir-rg l<norvleclge intensity of the economy, globalization of competition
rrntl thc ncu,possitrilities oltened up try advanced ICT, there is the danger that a growing
rrtrnrbcr ol l:uropcan rvorkplalces are not sufficiently prepared to the challenges of tl-re

Lnrrrvlcrlgc-t'xrsccl cconolly aucl. consequently, will be stuck into traditional markets with r-ro

rcr.rsonal'rlc sron,th l]l-ospects and doomed as laggards in the global innovation competition.

( rrlll et ul..,rp. ctl.
" \\'lrrlrrrrgt.,n cr ul.. ()l). crt.
' l'orler. \l l:. Srrutt!t untl tlrc lnlcrncl. llanarcl IJusiness Revieu'Mar.i2(X)1. p.63-7|i.



5. Policy Challenges

Worli orsanizatiorr clevelopment is an area in which single European-wide approaches, let
llone practical solutions or institutional arrangements, are difficult to find, owing to national
rlil'fcrerrces in social values, inclustrial structures, framework conditions, industrial relations,
ctc. This is onc oI thc nrain conclusions of a recent survey on government support
prosr-iunnres lbr ncu, fbrnrs of work organizations in EU Member States.lt'

Atlvuncc o1' thc hnowledge-based economy is, however, leading to a situation in which
corrl'riurics anil conrpany networks as well as regions and nations are facing an increasingly
globalizecl conrpctition on innovation and productivity development. A major policy
challenge [br Europe is to turn the diversity, but at the same time the rich variety, of national
rrpproaches, progranlrres arnd experiments in the area of work organizatton development into
a ftesh innovation- and prodLrctivity-supporting framework through comprehensive dialogue
betrveen governmerrts, the social partners, R&D institutions, workplaces and all other possible
stal<eliolders. This dialogr"re between stakeholders would serve achieving of the strategic goal
sc1 up fbr ELrrope at the Lisbon European Council in March 2000, namely that Europe should
"l'rcconre the most conipetitive and dynarnic knowledge-based economy in the world, capable
o['sustainable econorr-ric growth with more and better jobs and greater social cohesion".

Europe-rvide interactrve approach to work organization developrnent must be supported by
establishing and strengthening sufficient social infrastructure for the creation and
clisscnrination o1'llrou,ledge on work organization. Today, there are still rnany shortcomings
irr tlre int}astnrcture, ri,hicli render tlie dialogue difficult.

5.1 . Work Organization Development in Public Policy

Tlrc status givcn to rvork organization development issues in public policy decision-rnaking is
ir rnerjor cleternrinant of govemlrents' room for manouvre to influence change in workplaces.

. Tltere is arr lrrgent need to adopt a holistic and systemic view on innovation in public
policy. u,lrich fbcuses on technological and organizational (and other social) innovations
alil<e ancl on sr"rpporting the integration between the'new'and'old'economy, instead of
sceins'nroclcrnization'of the economy primarily as the development of new cutting-edge
tcchnologies. ln this policy framework, work organization development should constitute
ln intesratcrl ancl rvell-established aspect of the new broadly-defined innovation policy.

. 'l-hc social llill-tncl's play a l<ey role irr creating an atmospliere of trust in which a shared
trnclcrstauclins, o1'thc inrportance of rvork organization developmeut is possible to generate
irt n,orliplaccs ancl in the society at large. Govenrments can foster dialogue between the
sr-tciul l)lu'tncrs anrl hclp solve the problertrs that may threathen to dry it Lrp. Cross-national
e ollcctivc burgairrinq artcl otlrer neu'elenrents in the agenda of European industrial relations
rt.rltv l'rc utiliz-ctl as n'rclns o1-broadenin_rr the scope forthis dialogue in Europe.

l" 
I lrrsincss I )ccrsrorrs l-rntrtctl

lir'l)or.t lirr I)( i l:rrtploVntcrrl &
,',t.',,,1,,,,,,. J(t()o.

( iovcr'nn)e nt Support
Socurl .,\ llairs. Olllce

I)rogranmes tbr Nes' Irornrs o1'\trIolk Organisation: A
for Olficial Publications ol'the llulopean (.orrrnrunities
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('ourrtcrtcting thc inherent trend towards a growing social segregation in the knowledge-
blsctl ccor.ronry is a nra.jor challenge for governments in creating socially and ethically
souncl corrclitiorrs fbr llublicly supported work organization development programmes. This
cirlls l'or'. in pirrticular. building of flexible systems of further training and other forms of
sr.rpport lbr skills tlcvclopnrent, measures to promote the maintenance of working capacity
ol'llrc rvorl<lbrcc. arrrl crcation of sufficient social networks for those in the danger of
crclusic'rn llnm thc labour nrarket as well as systems of monitoring problerns of the quality
ol'u,orliing lilc urrd crnployee well-being at work.

. ( iovct-nllcnts slroulcl target sufficient resources to raising public awareness on the beneflts
o l'nc\r, lbrrns o l'rvork organization on both companies and employees alike in the changing
eontcxt ol'conrltctition rvhere the role of knowledge generation and innovation is growing
irr irlportance. Means to raise awareness may range from mere dissemination of
irrlbrrlation tlrrough newsletters, databases and campaigns or encouraging workplaces,
I{&D institutes iutcl the social partners to launch activities of their own to funding and

coorclinatins rvork organization development programmes proper.

5.2. Programme Design and lmplementation

Al thc oLltset the fbcus of rvork organization development programmes was typically on
pr-otrlenrs arising from Taylorist working arrangements being taken to extremes, such as the
crsononric ancl psychological problems of repetitive and monotonous work and the lack of
autononty altd inl'luence at work. Even though these and many of the other'old'problems of
-lavlorisnr arc stilI a relevant object of development in many European workplaces, in the
crrvirorllent ol' thc linowledge-based economy the starting points for work organization
tlcveIopnrent pr-ogranrmes have become more complex.

. -ilrc 
r-cal lctors in the l<nowledge-based economy are increasingly networks of companies

;rncl rrot so nruclr rnclividual cornpanies any more. The focus of programmatic development
orr rvor-l( orurnization should shift, accordingly, frorn the level of individual workstations
or u,orl<ins Lrnits to cover company- and network-level issues as well, calling for new
conceptuerl ll'aurervorks and developmental rnodels.

" I)Lrc to this charrgc of'context and focus, it becomes increasingly difficult to find ready-
rrlrrlc cxpcrt solutions. standards or 'best practices' to the new problems and development
ncctls lircing conrpanies and their employees in the kr-rowledge-based economy. Acquiring
llrc sufilcicrrt crpertise to sr.lccessfully deal with tl'rese ever more complex issues in
prosrlnmrc tlcsisn ancl implementation calls for cornbination of different kinds of
erpcrtisc. uchicved only through broad dialogue between all relevant actors, whether
rcsclrclrcrs tlr' pnrctiolrcrs.

. .\t bcst. uorli organization developrnent progranlmes can becorne important forums for
crchunqing rrrlbrnration and experiences on'good practices'between different kind of
rrorkplirccs irnrl othcr actors. Acliieving tlie'critical rnass'of workplaces and other actors
srrch rrs ti&t) institutcs iiitlr sufficient diversity is a rrajor factor fostering opportunities for
inlcnrctrvc lclrr-rrinr-r u'itlrin thc proeramme franreu,orks. Special attention in prograurnte
,lcsign unrl irrrplcnrcntation u'ith respect to interactive Iearning should be paid to involving
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also industries, regions and workplaces, which are lagging behind in terms of ICT and
rvork o rgarr i zati on d eve I opment infrastructure.

Operating in arn increasingly networked and dynamic environment will grow the risk that

l)rogreln'tmatic clevelopment is not focusing on 'correct' and the most actual problems in
u,orking lil'c. or that it nray be providing 'obsolete' solutions to them, possibly with even

rregative externalities. Work organization development programmes, therefore, need
greater serrsitivity in morritoring the effects of programmatic activities and the flexibility to
rnake arry l'lccessary redefinitions of their content and forms. Areas in the environment of
the kirorvledje-based economy which require particular sensitivity from monitoring will be'
orrsurins tlre participation of employees, preventing processes of social segregation, or
cven exclusion, recognizing new emerging problems in working life, and pre-ernpting
ecologicaI risks in connection with change.
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