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P R E F A C E

The brochure summarises an innovation policy study carried out for the European Commission’s 
Directorate-General Enterprise. The study has been conducted by the Higher Institute of Labour Studies 
(HIVA) at the Catholic University of Louvain, Belgium. Its remit was to look at the potential impact of 
industrial relations on innovation, and accordingly to establish the role of industrial relations as part of 
a comprehensive and coherent innovation strategy. It drew on secondary literature and the framework 
of the European Action Plan for Innovation, to investigate different levels and fi elds of the European 
industrial relations systems and identify positive links with a business innovation strategy. Using the 
resulting case study research, it has illustrated these links with original practices throughout Europe.

The study project has been supported by the « Innovation and participation of SMEs » programme, 
which forms a part of the EU 5th Framework research programme. HIVA had support for the case study 
research from three partners (CASA, Denmark; FORBA, Austria and IRES, Italy).

FIGURE 1 PROJECT STEPS

Project aim Research step Applied method

 Raising awareness 
about the potential 
links and impact of 
industrial relations on 
innovation

 Translation of innovation-related policy 
themes into industrial relations topics

 Theoretical interpretation of classifi ed 
themes of European Innovation Action plan 
(Trend Chart)

 Analysis of defi ned industrial relations 
themes for the EU Member States

 Extensive literature review (see 
bibliography of the report)

 Exemplifying the 
positive connections 
for ‘mutual learning’

 Presentation of original approaches and 
interesting practices

 Quick scan of 60 possible cases provided by 
the network of research partners

 In-depth research of 20 cases (presented in 
the annexes of the report)

The project’s research progress has been discussed twice with an international expert panel, comprising representatives from 
management, trade unions, public authorities and academic research.
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I N T R O D U C T I O N

In today’s knowledge-based economy innovation is seen as an important business strategy for com-
pany survival and success. It is increasingly acknowledged that business is driven by an ever-greater 
emphasis on knowledge and innovation. Liberating and stimulating employees creativity is a key factor 
in this strategy. Decisions made in relation to this ‘people’ factor, by management, workers and their 
representatives – both inside and outside the company - are the core business of industrial relations. 
The system approach demonstrates that the innovation of companies is a complex process of interaction 
and networking with other fi rms, research organisations, governmental agencies, etc. In line with this 
system approach, the study explored the potential impact of industrial relations on innovation.
Until now, the link between the two major socio-economic domains has received scant and infrequent at-
tention. A lot of prejudicial thinking exists between the two sides. From the innovation side, matters like 
industrial democracy, listening to trade union demands or collectively agreed regulations are very often 
seen as time-consuming obstacles, which slow down the development and diffusion of innovation. Within 
the fi eld of industrial relations, innovations are frequently dealt with in only a reactive way, as solutions 
to the assumed negative social consequences of technological or organisational advances. Innovation is 
not seen as a main action target.
The study therefore aimed to take the lie of the land between industrial relations and innovation sys-
tematically, in doing so adopting the perspective of the European Commission. The goal was to detect 
innovation-friendly approaches within the fi eld of industrial relations: 

 to show the relevance of industrial relations from an innovation perspective;
 to raise the awareness of the industrial relations actors about tackling the innovation issue more decisively 
in the future;

 to indicate possible options for identifying the link between industrial relations policies and innovation 
in Europe.

The policy background
Studying this link is important from a EU policy perspective. Tackling the innovation defi cit and moder-
nising industrial relations are important components of what has become known as the Lisbon strategy. 
The innovation policy framework is part of the economic dimension of the Lisbon strategy, whereas the 
topic of industrial relations belongs to the social pillar.

FIGURE 2 CORRESPONDING EU INITIATIVES IN THE AREAS OF INNOVATION AND INDUSTRIAL RELATIONS

Innovation Industrial relations and social model

Founding EC policy document Green Paper on Innovation (COM(95)688) Green Paper - Partnership for a new organisation of work (COM(97)128)

EC policy programme First Action Plan on Innovation 
(COM(96)589)
Innovation in the knowledge-driven 
economy (COM(2000)567)

Adaptability pillar of the European Employment Strategy; 
(europa.eu.int/comm/employment_social/empl&esf/ees_en.htm)
Industrial relations and industrial change (part of social agenda) 
(COM(2000)379)

Leading directorate-general Enterprise 
(europa.eu.int/comm/enterprise)

Employment and social affairs 
(europa.eu.int/comm/employment_social)

High level groups of experts Competitiveness Advisory Group (1998);
Group of Senior Offi cials in Innovation 
Policy (1997- ongoing)

High level group on economic and social implications of industrial 
change (1998); 
High Level Group on industrial relations and change (2002)

Network of experts Trend Chart on Innovation
(www.trendchart.cordis.lu)

European Industrial Relations Observatory 
(www.eiro.eurofound.ie)

Funding programme Innovation and SMEs programme
(www.cordis.lu/innovation-sme)

Article 6 ESF; Equal, local employment pacts

Policy studies Innovation policy studies
(www.cordis.lu/innovation-policy/studies)

Industrial relations and industrial change, reports 

Statistical survey Community Innovation Survey (since 1991) 
(www.cordis.lu/innovation-sme/src)

Performance indicators Innovation scoreboard
(trendchart.cordis.lu/scoreboard)

National Employment Action Plans (parts of); 
Quality of work indicators

Benchmarking initiative Trend Chart on Innovation European Monitoring Centre on Change (www.eurofound.ie/emcc)

Legal initiative Directive on information and consultation of employees 
(Directive 2002/14/EC)
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The Green Paper on Innovation and the First Action Plan for Innovation (published respectively in 1995 
and 1996) saw the European Commission’s adoption of a system-based approach to this policy. Al-
though private-sector companies will be the key players, it is clear that in a knowledge-based economy 
innovation derives from many different processes, protagonists and institutions across both public and 
private sectors. The EC’s formulation of the systems-based approach recognises the vital nature of links 
and exchanges between existing institutions and policies. Attention to the need for this coherence will 
enhance the innovation capacity of enterprises, equipping them for the fresh challenges that arise from 
a continually developing economic scenario. In line with this policy the European Commission launched 
the Trend Chart on Innovation, which benchmarks national policy initiatives. In 2000 it devised the In-
novation scoreboard, which compares the EU Member States on innovation performance.
The European Commission urges the social partners to modernise and renew the European social model. 
Within these calls for modernisation, a workplace model has been plotted: improving employment and 
competitiveness through a better organisation of work based on high skill, high trust and high quality. 
The social partners are invited to take a leading role in its development. A range of subsequent policy 
initiatives supports this view. The Green Paper Partnership for a New Organisation of Work, published in 
1997, was the most notable example of these policy refl ections.
In March 2000, the innovation strategy was confi rmed in Lisbon, with a clearly emphasised perspective 
that knowledge and innovation are the main engines of economic growth and employment. The Lisbon 
mission statement also highlighted the importance of renewing the European social model. In the 2002 
evaluation of the Lisbon process at the Barcelona Summit, the European Council urged a higher co-ordi-
nation between the economic and social dimensions of this mission statement, once more inviting the 
social partners to participate fully.

With the Lisbon strategy as a policy framework, the report can therefore be seen as a ‘bridging’ exer-
cise between the two spheres, between the economic domain of enterprise policy and the social domain 
of industrial relations. The study demonstrates how modernisation thinking within the policy area of in-
dustrial relations can make a contribution to innovation policy. The report shows that to a large extent 
the same concepts and ideas can be used to shape a policy agenda of connecting industrial relations to 
an innovation strategy.

These concepts and ideas are nicely summed up in the following statement of the Green Paper ‘A part-
nership for a new organisation of work’:

“Improving employment and competitiveness through a better organisation of work at the workplace, 
based on high skill, high trust and high quality. It is about the will and ability of management and work-
ers to take initiatives, to improve the quality of goods and services, to make innovations and to develop 
the production process and consumer relations.”1 

The Green Paper hereby invites the social partners and the public authorities to seek to build a partner-
ship for the development of this new framework.

Field of study:
fi rst exploration

Looking into impact
Connecting to

FIGURE 3 LOCATION OF THE FIELD OF STUDY IN THE EUROPEAN POLICY FRAMEWORK  [ LISBON STRATEGY ]

Competitiveness agenda Employment & Social agenda

Business innovation strategy Renewing the social model

Systemic innovation policy approach Initiatives of industrial relations system

➜
➜

➜
➜

➜ ➜

➜ ➜

Lisbon strategy
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Based on this comparative review and although hampered by knowledge gaps, the study identifi ed a range 
of specifi c industrial relations practices and themes which can positively affect the capacity to innovate. 
They can be seen as an emerging policy model for linking industrial relations to the European strategy for 
innovation. The annexes of the report illustrate parts of this model through individual case studies, each 
of which presents a fresh approach to tackling a specifi c industrial relations link to innovation.

The next section (section one) presents the core of this model linking industrial relations to innova-
tion. This main link needs to be situated at company level. Section two summarises how the ‘broader’ 
industrial relations system can infl uence patterns of innovation. The two following sections clarify fi rst 
how this model has to be situated against the background of a European diversity of industrial relations 
‘styles’ and then indicates the efforts still needed in order to strengthen this model of linkages between 
industrial relations and innovation.

Discovering the links -- a step-by-step analysis
To reach this conclusion the report carried out a systematic analysis of the industrial relations of the EU 
Member States aiming to identify positive links with a business innovation strategy. For this purpose, 
the study applied the innovation systems approach to the fi eld of industrial relations, using the termi-
nology of the First Action Plan on Innovation in the following terms:2

 Fostering an innovation culture;
 Establishing a framework conducive to innovation;
 Gearing research to innovation.

These themes were translated into relevant industrial relations issues (see fi gure 4) which elucidate the 
value of connecting company strategies to industrial relations, in terms of day-to-day work organisation 
and managerial practices, and in relation to wider industrial relations’ issues outside the company, such 
as training, employment protection legislation and wage bargaining.

FIGURE 4 ADAPTING THE CLASSIFICATION SYSTEM OF THE EUROPEAN INNOVATION ACTION PLAN TO THE AREA OF 
INDUSTRIAL RELATIONS AND INNOVATION

Areas of innovation policy based on the
1. Action Plan on Innovation

Fostering an innovative culture

Education and initial and further training

Mobility of students, research workers and teachers

Raising the awareness of the larger public and 
involving those concerned.

Fostering innovative organisational and
management practices in enterprises

Public authorities and support to innovation

Promotion of clustering and co-operation
for innovation

Establishing a framework conducive to innovation

Competition

Protection of intellectual and industrial property

Administrative simplifi cation

Amelioration of legal and regulatory environments

Innovation fi nancing

Taxation

Gearing research to innovation

Strategic vision of research and development

Strengthening research carried out by companies

Start-up of technology-based companies

Intensifi ed co-operation between research,
universities and companies

Strengthening the ability of companies, particularly 
SMEs to absorb technologies and know-how

Chapter 2:
How industrial relations infl uence the framework 

conditions under which companies innovate

Vocational training
➜ Chap 2.1

Labour mobility/employment protection legislation
➜ Chap 2.2

Macro-consultation on innovation policy
➜ Chap 2.3

Regional innovation initiatives of the social partners
➜ Chap 2.4 

Wage bargaining, competitiveness
➜ Chap 2.5

Regulating intellectual property rights of workers
➜ Chap 2.6

Industrial relations system and research policy
➜ Chap 2.7

Chapter 3: Industrial relations at company level

Industrial relations themes in the report
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1 .  H I G H - I N V O L V E M E N T  I N D U S T R I A L  R E L A T I O N S  A T  C O M P A N Y  L E V E L

To begin with, the linkage between innovation and industrial relations is fundamentally company-based. 
When a company is considered as a bundle of knowledge-fl ows and resources, then innovation as a busi-
ness strategy is about exploiting these inner capabilities. Particular sets of human resources policies 
and work organisation enhance the involvement of employees in the knowledge-based processes of in-
novation. Industrial relations can play a key role in the building of these particular sets.

Industrial relations at company level or employee participation in the organisational decision-making of 
a company can be differentiated in indirect and direct forms. 

Indirect participation or employee representation has been legally installed in most of the EU countries. 
It is traditionally associated with trade unions and often well established in the bigger companies. 
However, union representation is not the only kind of indirect participation. Other forms exist in a 
number of European countries, notably works councils.
There has been a trend, albeit limited, for forms of direct participation to complement this traditional 
core model of industrial relations in the EU Member States. Consultation or delegation can be distin-
guished as forms of direct participation:3

 consultative: management encourages employees to make their views known on work-related matters, but 
is under no obligation to take any action on them (e.g. suggestion schemes, survey feedback, quality circles, 
task forces);
 delegated: management gives employees increased discretion and responsibility to organise and do 
their jobs without reference back to their superiors (e.g. job enrichment, team work).

A growing body of research – summarised in the report - has found empirical evidence of a positive link 
between high-involvement forms of direct participation and innovation. Forms of direct participation 
are a central component of the ‘innovative’ organisation. Direct participation intensifi es and enlarges 
knowledge-fl ows because of better vertical decentralisation, horizontal co-ordination and organisational 
commitment. Employees have to be given the opportunity to put their knowledge to use in the work-
place. Involving employees in decisions that affect day-to-day tasks helps to create a culture of auto-
nomy and responsibility. Employers and managers need to be receptive to feedback and suggestions. 
In this way direct participation creates an organisation of high-involvement that spurs innovation.

FIGURE 5 INNOVATIVE ORGANISATION BASED ON HIGH INVOLVEMENT AND COMMITMENT

Culture of autonomy
and responsibility

Structures for 
feedback and 
suggestions

Atmosphere
of trust

Investment in skills Shared goals
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It is in the interests of both employers and employees that business innovation encourages creative 
thinking, recognises and values the experience of employees and treats employees as an active and 
dynamic resource. Besides direct participation, other human resources polices are needed in order to 
stimulate innovation based on the involvement and commitment of employees. 

It means that high-level skills need to be fully developed. Innovation confronts companies and em-
ployees with new problems and challenges, which demand the acquisition of new knowledge and skills. 
Attention to workers’ training and development has a corresponding importance.

Motivation is essential if employees are expected to play an enthusiastic part in an organisation’s goals. 
Their commitment requires an atmosphere of trust. Achieving this is perhaps the greatest test of a 
company’s genuine openness to employees’ needs and creative input. Trust is built upon supportive and 
communicative relationships that have taken root. The whole company needs to know where it is going 
and to identify its goals. One signifi cant way to achieve this is by engaging employees in developing 
these goals. It is important that these be experienced as shared goals, rather than imposed objectives, 
and that employees are valued for their contribution.

Although the evidence is still to some extent inconclusive, a mutual and co-operative relationship be-
tween management and employee representation seems also to have a positive impact on the innova-
tion culture and performance of a company.
An active partnership of this kind will prompt employee representatives to support the innovation cli-
mate by pushing management to innovate, by mediating more cogently and allaying employee resistance. 

FIGURE 6 EFFECTS OF EMPLOYEE PARTICIPATION ON INNOVATION PROCESSES

Direct participation Indirect participation

Insight and commitment to business goals Guidance for employees during processes of change

Autonomy to make suggestions and improvements Confl ict arbitration

Enhancement of knowledge fl ows Feedback opportunity for management

Enrichment of management decisions Driver and defender of innovations (if positive effects achieved on 
the goals of employee representation)Culture of commitment and support
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STANDING TOGETHER IN THE CAR WARS     BMW, STEYR, AUSTRIA 

Activity Engine production unit

In accordance with the BMW company strategy the plant has developed a specifi c strategy focused on productiv-
ity, quality and fl exibility.
Inspired by the motto “the whole is more than the sum of the parts” the company has introduced organisational 
changes in order to realise these strategic goals. The bottom line in all these changes is the belief that the po-
tential of knowledge and experience available among the production workers must be better used and explored 
to stimulate process innovations. The resulting high-involvement work organisation in the car plant has the fol-
lowing main components: integration of job tasks at level of production, team work, quality management circles 
and new knowledge management systems.
Throughout the introduction of these changes, the company secured the commitment and co-operation of the works 
council, which traditionally had a strong position in this industrial workplace. The following observation by a works 
council member is a good example of the prevailing industrial relations climate in the company: “I say that in the 
world we’re living in, we have to recognise that changes are needed. Again and again comparisons are made with 
the competitors, and when no innovations are realised, and the competitors get ahead of us, then we end up in the 
backfi eld. Looking at it this way, as a works council we would be acting very wrongly if we did not go along with 
these innovations. We need to play a key role as a works council in all these changes: we are the ones who have to 
make sure that people don’t get run over. In other words, the workers have to participate in the changes.”

Other company cases in the report: Aughinish Aluminia, Ireland; Kelsen, Denmark; Basell, Italy.

POWER TO THE PEOPLE     SMA KASSEL

Activity Electronics for industrial applications

SMA is a successful innovative company where employees are delegated decision-making powers and autonomy 
in order to be creative. The works council plays an appreciated role in this non-hierarchical organisation.
Management sees SMA as a ‘chaotic’ organisation. Ideas are spread through intensive communication, using all 
available potential to create innovation. The ‘chaotic’ culture of creativity is stimulated by the creation of net-
works inside and outside the fi rm and by a strong empowerment and motivation of employees to use their knowl-
edge and skills. Employees participate in all areas of planning and decision-making, even at the strategic level.
The works council has always been recognised in its role by SMA. Due to SMA’s unique culture of direct partici-
pation, however, the role played by the works council is quite untraditional: “It’s different from works councils 
in companies where you have chiefs and indians” (the works council president). Instead of always trying to 
resolve the problems itself, the works council tries in the fi rst place to teach the employees how to resolve the 
problems on their own. This approach has been found to produce better solutions, with the problems being 
tackled directly on site. The works council at SMA thus plays three different roles: it is a partner to manage-
ment, a tutor to employees and a settlement body in case of prolonged disagreements. The relative importance 
of each of these roles depends on the issues at stake.
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2 .  T H E  W I D E R  S C H E M E  O F  T H I N G S :  H O W  I N D U S T R I A L  R E L A T I O N S  C A N  
S H A P E  P A T T E R N S  O F  I N N O V A T I O N

Beyond the outlook of individual companies, the wider context of industrial relations can furthermore 
stimulate the climate and conditions in which innovation can fl ourish. Although these contexts vary 
widely from one EU Member State to another, as we will see in the next section, these national ap-
proaches can furnish an exemplary range of comparable practices and initiatives, to shape and support 
the framework conditions of innovation in positive ways.

I N N O V A T I O N

FIGURE 7 THE WIDER SCHEME OF THINGS: POSSIBLE LINKAGES BEYOND COMPANY-LEVEL

Gaining more
political support

for the
innovation issue

High-involvement industrial 
relations at company level I M P A C T

 Management of vocational training
 Involvement in regional innovation system
 Collective agreements on workers’ invention rights

 SUPPORT LINKS TO BE STRENGTHENED

 POLICIES TO BOOST THE IMPACT AT COMPANY LEVEL

 Research programmes on high involvement work practices
 Inter-fi rm or inter-union networks to pass on best practice
 Training and demonstration projects to assist companies and trade unions
 Financial grants and provision of consultancy support
 Improvements in participatory rights to guarantee a formal framework

Raising
awareness in
the broader

society

Raising awareness and political support
The social partners can act together to raise awareness of innovation in the society at large and to gain 
political support for the innovation issue (the Irish social partnership for example has taken up this role 
of “macro-consultation”). External links can be forged at a number of levels, be they collective wage 
agreements at industry or national level, or forms of consultation outside the bargaining process. They 
can involve unions, employers and public bodies in the tripartite management of labour-related agen-
cies. Together with innovation-friendly industrial relations at company level as outlined above, these 
wider initiatives emerge as a new policy model for connecting industrial relations to innovation.

NATIONAL SOCIAL PARTNERSHIP

Country Ireland Agency National Economic and Social Council

The National Economic and Social Council is the central body of the Irish social partnership. Every three years it 
concludes a national agreement. Since 1967, this partnership between employers’ organisations, trade unions 
and government has worked to create a competitive environment that attracts innovative economic activity. 
Subsequent to its establishment it became more involved in overseeing modernising innovation systems. The 
partnership involves a combination of consultation, negotiation and bargaining at national level. It depends 
on a shared understanding and a problem-solving approach designed to produce consensus. Over the years, 
the emphasis of the partnership has shifted from macro-economic consultation to a range of supply side poli-
cies. A range of initiatives with involvement of the social partners has been developed, which can be seen 
as infl uential within the broader institutional framework supporting the Irish innovation system: Technology 
Foresight Initiative; National Competitiveness Council; Expert Group on Future Skill Needs; National Centre for 
Partnership and Performance; Area Partnerships.

Reference www.nesc.ie

Keywords Macro-concertation supporting competitiveness and innovation

Other relevant case in the report: French High Council for Research and Technology
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Support links to be strengthened
Innovation has widened the focus of vocational training to the need for lifelong learning, a continuous 
enhancement of skills in line with rapidly changing needs. The management and funding of vocational 
training have quite different models between one EU Member State and another, sometimes state-led, as 
in Scandinavia, sometimes demand-led by the market as in Germany, Ireland and the UK. However, in most 
of the EU countries the social partners are to a greater or lesser extent involved in the organisation of 
vocational training. This policy attention of the industrial relations actors to vocational training has risen 
sharply in the last decade, with an increasing focus on the link between technological/organisational in-
novation and the skills of workers as a key factor in business success. It is to most industrial relations ac-
tors now plain that competitive advantage can be enhanced by the creation of a well-educated and highly 
trained workforce able to adapt to new ways of working and to develop new products. 

OBNF - NATIONAL BILATERAL BOARD OF VOCATIONAL TRAINING

Country Italy Agency Confi nindustria

“Nobody can know better than entrepreneurs and trade unionists where the labour market is heading.” It is for 
this reason that Italian bilateral boards on vocational training were set up in the mid-1990s. OBNF was created 
by a collective agreement in 1993. The employers’ organisation Confi ndustria and the trade unions jointly manage 
the agency. The objectives and functions of OBNF can be summarised as follows:
• a better allocation of fi nancial support for training;
• the co-ordination of regional activities, conducted by similar but autonomous bilateral bodies;
• the monitoring of skill requirements, aimed at quickly identifying new occupational profi les and skills re-

quired;
• the development of mechanisms to guarantee a broad-based participation of workers in vocational training.

Reference www.obnf.it

Keywords Management of vocational training in social partnership

Regional innovation networks can play a vital part in innovation processes by forming innovative 
clusters of companies that exchange information and strategies. These regional innovation networks can 
be stimulated and supported by a broader regional economic strategy, set up in social partnership. The 
connection between a regional partnership in terms of employment and competitiveness is built on a 
tradition of co-operation and two-way consultation in certain German Länder, Italian districts and Scan-
dinavian regions. Here the trade union assumes the role of a player in a system of two-way consultation 
that raises levels of trust and awareness. Regional development agencies can be jointly managed by the 
social partners, drawing in a wider constituency, as part of their implementation.4

Agreements on workers’ invention rights can have far-reaching effects on creativity, which can like-
wise be stimulated through employees’ participation in business innovation networks.5 In this last 
case the system of direct participation is extended to the inter-company level.

FLEXIBILITY OR SECURITY ?

Arguments have been made for the innovation benefi ts of both job fl exibility and job security. An in-depth 
investigation into the relationship between fl exible employment contracts and their implications for products and 
process innovation was recently carried out by Storey et al. (2002). It surveyed 667 UK companies and compiled eight 
case studies. Its fi ndings make an interesting contribution to the debate.

Findings
 Employees regarded as directly involved in activities related to innovation are far less subject to the various forms 
of fl exible employment practices.

 When companies introduced fl exible employment practices, they did not do so because of the possible impact on 
innovation performance, but because of cost-minimising strategies.

 If staff groups regarded as directly responsible for innovation were themselves subjected to contingent contract, the 
measured degree of innovativeness was lower.

 The use of fl exible employment practices has sometimes been a consequence of an innovation strategy. The 
temporary staff was used to release permanent staff for the launch of new projects, or else fl exible employment was 
used in pilot or prototype activities only until the innovation was proved to be economically viable.

On the basis of these fi ndings, the researchers conclude that, with regard to innovation, fl exible employment practices 
may play an ancillary role in certain circumstances but are used only rarely as a strategic instrument to boost innovation.6
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Policies boosting high-involvement industrial relations 
Institutional frameworks and public policies at the national, regional and local level can play a vital part 
in boosting high-involvement industrial relations at the company-level. The research literature reviewed 
suggests the existence of positive relationships between direct participation and innovation performance, 
whether or not complemented by indirect participation. However, there is also clear evidence that these 
types of employee participation face problems of dissemination and only a small proportion of workplaces 
in the EU are already characterised by such practices. The following measures illustrate how public policy 
programmes such as the Finnish “Workplace development programme” can boost the adoption of high-in-
volvement industrial relations at company level.

 Promoting the development of inter-fi rm or inter-union networks to pass on best practice and to 
stimulate collective learning and benchmarking.

 Setting up of training and demonstration projects to assist companies and trade unions in broadening 
experience of high-involvement industrial relations 

 Strengthening the fi nancial and expert resources available to companies, particularly SMEs, through 
grants and provision of consultancy support. 

 Financial incentives to stimulate experiment.

 Improvements in employees’ participatory rights to guarantee a formal framework for the information 
and consultation of employees at company level.

 Funding of research on high-involvement work practices to better understand costs and benefi ts and 
create databases of case studies. 

 Building stronger linkages between researchers and practitioners to improve the knowledge base for 
innovation friendly organisational change.

WORKPLACE DEVELOPMENT PROGRAMME

Country Finland Agency Ministry of Labour

The objective of the programme is to boost the productivity of Finnish companies by supporting new initiatives 
that are focused on skills enhancement, organisational development, quality of working life and innovative 
capacity. The basic idea is to combine fi nancial support with consulting and action research. The research-as-
sisted development programme aims to:
• support workplace-initiated projects;
• speed up initiatives at the level of the workplace
• boost the use of research in developing working life;
• maintain networks to disseminate knowledge and competence;
• increase international information exchange.
In a recent survey 90% of the participants evaluated the programme as very useful and also considered that 
publicly funded workplace development programmes will be necessary in the future as well.
The programme is comparable with the German programme ‘Innovative Work Organisation’ and the Portuguese 
IDICT initiative.

Reference www.mol.fi /tyke/new/english

Keywords Research/dissemination new forms of work organisation

STV INNOVATION AND WORK

Country Belgium Agency SERV Flanders

STV is a regional institute set up to conduct research and training for the social partners on technological 
changes and organisational innovations. The institute was established in 1984 by the Flemish social partners. 
Over the years, STV has proven to be useful to the representative organisations of the social partners as an in-
stitute to which they can turn for scientifi cally sound information and advice as well as to assist their members 
in meeting the challenges posed by innovation.
The French ANACT agency is to a high degree a comparable institute.

Reference  www.serv.be

Keywords Promotion socially acceptable innovation; Raising awareness of innovations
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Specifi c roles of trade unions
For some time now trade unions have been struggling with globalisation and the dynamics of the New 
Economy. Traditional trade union practices are often seen as out of step with the perceptions of an al-
tering workforce.

Stabilising high-involvement work practices

However, a range of research studies shows that high-involvement work practices are applied more often 
within unionised companies.7 Likewise, the existence of collective bargaining agreements seems to have 
a positive effect. The conducted study in any case reveals that the type of relationship between em-
ployer and trade union representation determines the role and the place of the trade unions. The tradi-
tional type of relationship is essentially of an adversarial nature. Under this model, often aggravated by 
the threat of change, innovation is only technology-driven, skills remain at a low level and employees 
are given no information until the implementation stage of the innovation has already been reached. 
While in more co-operative relationships, innovation is seen as an opportunity in which employees can 
contribute while improving their skills and organisation of work. In this co-operative model, techno-
logical advancements are essentially user-based and employee representatives are playing a strategic 
role in implementing the necessary changes. Maximising the potential of this new model of involvement 
is a challenge to the trade unions.

Counteracting resistance-to-change

Since they often profoundly alter the nature of work and human relationships within the work environment, 
employees and their representatives often reject innovative technologies. Public research on technology 
and its impact at the workplace can contribute to overcoming such reluctance. Member States have de-
veloped various research programmes for this purpose with the support and involvement of trade unions 
(and other social partners). Germany offers the example of government-sponsored research programmes at 
both federal and regional level, along with co-operation agreements between trade unions and universities. 
Sweden has a government-sponsored Council for Working Life and Social Research, and Research Circles in 
three major centres create an interface between university and trade unions. Elsewhere, in Ireland, Bel-
gium, Denmark and the Netherlands, ‘foresight programmes’ bringing together the expectations of diverse 
actors relating to a given technology, allowing scope for a range of social and economic developments.

PARTNERSHIP FUND

Country United Kingdom Agency Department of Trade and Industry

The Fund is a grant scheme designed to help companies and organisations develop partnerships at work by 
providing support for projects in the workplace and encouraging the spread of information about best partner-
ship practice. The Partnership Fund was launched in 1999 and supported by the Blair government. It aims to 
overcome the four main barriers to businesses adopting partnership: lack of information, business benefi ts not 
seen, lack of resources and resistance to change.
As part of the activities, it supports experiments with ‘high involvement work practices” built in partnership

Reference www.dti.gov.uk/partnershipfund

Keywords Creating social dialogue targeting competitiveness and quality of work
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DEVELOPING WORKPLACE STRATEGY AND TOOLKIT

Country Denmark Agency LO Danish Confederation of Trade Unions

In ‘91 the LO adopted the Developing Workplace strategy and programme. The programme starts form the view-
point that companies must have a triple bottom-line strategy: high quality products and services, sustainable 
development and good quality of jobs. The LO designed a box with different tools to provide inspiration and 
help for trade union representatives to set up joint initiatives for implementing this strategy in a company. The 
manager of a fruit juice-producing company testifi es after using the toolbox 3 on new managerial roles: “The 
test showed that the entire staff wanted more infl uence in almost all areas. In the light of these results we 
therefore agreed a year ago at an offi ce seminar that we would work on manager roles in the department.”

Reference http://www.lo.dk/smcms/English_version/The_Developing/Index.htm?ID=2978

Keywords Promotion of partnership change processes at company level

IT SUPPORT IN WORKING LIFE CAMPAIGN

Country Sweden Agency LO

LO has set up the project because of concerns about the consequences of new technologies on the working life 
of their members. IT use is promoted by selling a PC home package, IT users awards, a survey on computer use 
and the development of applications for trade union purposes. The aims of the programme are to raise the IT 
awareness of the LO rank and fi le and to enhance their skills in working with these information technologies. 
In this project the trade union acts as a kind of consumer organisation to defend the rights of the blue-collar 
workers as users of computer technology. Within the project the LO works together with technical departments 
of several universities (for instance the Royal Institute of Technology in Stockholm).

Reference www.lo.se/english/

Keywords Raising awareness and dissemination of ICT
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3 .  I N D U S T R I A L  R E L A T I O N S  A N D  S U P P O R T  F O R  I N N O V A T I O N  A C R O S S  
E U R O P E :  D I F F E R E N C E S  I N  S T Y L E

The national systems of industrial relations in EU Member States share certain characteristics but also 
vary a great deal from country to country. The present study has made an attempt to distinguish a 
number of dominant styles shaping the relationship between industrial relations and the innovation in 
the EU Member States.

Market: Industrial relations are developed on a voluntaristic basis. Corporatist arrangements of co-or-
dination and co-operation between social partners are practically non-existent. The result is a weak 
involvement of industrial relations in the innovation strategy. Within a tradition of ‘free’ collective bar-
gaining, mostly at company level, agreements are not legally binding and industrial relations protago-
nists rarely play an active part in government policy formulation. The United Kingdom represents this 
market-led type quite typically.

Confl ict: An antagonistic confl ict of interest between industrial relations parties, unlikely mutual co-op-
eration, defi cits in organisational capacities and lack of mutual recognition. A weak involvement in inno-
vation strategies and policies. The Mediterranean countries (Greece, Portugal, …) are typical examples.

State: Co-ordination and regulation depends strongly on political or public governance. Industrial rela-
tions play only a secondary or supplementary role in the innovation strategy. France is the most signifi -
cant example of this type.

Co-ordination: Social partners operate a dialogue on non-market mechanisms and arrangements for 
establishing wage agreements, labour conditions, training and other standards. This involves a set of 
complex rules and procedures and stronger linkages between industrial relations and innovation. Ger-
many is the typical representative, along with Austria, Belgium and the Netherlands.

Co-operation: Long-term ‘positive sum’ conceptions of the common interest between all organised ac-
tors. Institutionalised political support and open, co-operative exchange with the state. Trustful, not 
always formally articulated co-ordination. Strong involvement of the industrial relations system in the 
fi eld of innovation with or without government action. The Nordic countries typify this style.

All European countries are to some extent hybrid cases of these styles. In the EU core, the smaller coun-
tries in particular are hard to place in this typology, likewise Italy and Ireland. Moreover, some regions 
may diverge substantially from the dominant national mode. However, in countries with industrial rela-
tions systems dominated by the principles of co-operation and co-ordination, employees are clearly most 
strongly involved in innovation.

While the potential differs from country to country, comparable policy initiatives are deployed within 
the different national frameworks of industrial relations. As innovation involves a diversity of policy 
domains and cuts across administrative boundaries, it depends on the specifi city of the institutional 
landscape how the social partners can lobby the issue and raise political support. Given the diversity 
of contexts, intercultural exchange of experiences can be enriching for all parties and there are obvious 
rewards in analysing examples that have proved to work in other countries. Clearly, there is abundant 
potential for transnational learning how to promote industrial relations and innovation through inte-
grated policy action.
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4 .  A  B R I D G E  U N D E R  C O N S T R U C T I O N :  S T E P S  F O R  F U R T H E R  A C T I O N

A bridge between the two policy areas of industrial relations and innovation is under construction as 
sections 1 and 2 of this brochure have shown. However, there are still major obstacles. The agenda is 
still in the making. Old mindsets frequently continue to prevail over more open attitudes to the mutual 
benefi ts such policies can bring. Relevant themes are picked up, but not always from an innovation 
perspective (see for instance the issue of vocational training, which is dealt with from an employment 
policy perspective). The innovation aspect is often neglected in important domains of the industrial 
relations system such as wage bargaining or macro-economic concertation.
Social dialogue at the supra-company level and supportive governmental action are essential if these 
problems are to be overcome. Our review leads us to conclude that, in order to reach the full potential 
of innovation-friendly industrial relations throughout Europe, further policy efforts are needed. The 
following points set down priorities for further action:

 raising the awareness of industrial relations actors and innovation policy makers;
 enhancing the capacities of companies and workers to adopt high-involvement work practices;
 investigating and evaluating the existing structural links between the industrial relations system and 
innovation issues/policies for each policy level (especially the national level).

Necessary initiatives will have to be taken through a combined effort of the multiple industrial rela-
tions actors (employers and their organisations, trade unions, public authorities), and by governments 
at national or lower levels.

FIGURE 8 TASKS OF INDUSTRIAL RELATIONS ACTORS IN STRENGTHENING THE POLICY EFFORTS

Theme Social partners Trade unions (Innovation) Policy makers

Raising awareness • Campaigns to raise awareness 
of industrial relations actors 
at company level

• Programmes for employees 
within business innovation 
networks

• Campaigns to stimulate 
workers’ awareness and 
acceptance of innovations

• Involving social partners in 
planning innovation policies

• Mainstreaming initiatives 
taken by social partners

Dissemination high-
involvement practices

• Set up research, training, 
networks, consulting, funding

• Explore the win-win 
situations of partnership

• Support programmes social 
partners

Investigating and 
evaluation of existing 
structural links

• Assess the current legal procedures on information and consultation of employees on their 
contribution to innovation processes at company level

• Enhance the management efforts of vocational training
• Strengthen the involvement in regional innovation strategies
• Make appraisals of collective bargaining outcomes more sensitive to innovation

[ Task 1 ]   Raising awareness
Governments can demonstrate leadership and guidance in the following ways:

 consultation with the social partners, when setting up innovation policy programmes, using existing 
bodies for macro-economic governance;
 establishing or strengthening national advisory boards on science and technology policies and 
foresight programmes involving the social partners;
 mainstreaming initiatives of the social partners with regard to training or work organisation into the 
framework of national innovation policy.

Employers’ organisations and trade unions should develop initiatives to raise the interest of their 
members in innovation. Innovation can develop and spread only if it is widely accepted.

 Employers’ organisations should create awareness among their members on how direct and indirect 
forms of participation can drive and facilitate innovation.

 Trade unions should run campaigns to stimulate employees’ awareness and acceptance of technologi-
cal and organisational innovations.
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[ Task 2 ]   Boosting high-involvement work practices
Employers’ organisations, trade unions and public authorities all have to play a role in implementing the 
innovation-friendly model of workplace industrial relations. In order to widen the implementation of partici-
patory systems a number of tried and tested policy initiatives exist (see the list in section Two, page 15).

Especially trade unions can be key players in this regard. Therefore it is important that:

 trade union responses to new forms of work organisation and the IT revolution be more directed to the 
innovation issue;
 win-win situations for both business and employee be clearly defi ned;
 the trade union benefi ts of a non-adversarial, pro-active attitude are more keenly envisaged.

[ Task 3 ]   Investigation and evaluation of existing structural links
Finally it is important to investigate and evaluate the existing institutional frameworks and structures 
of the industrial relations system as they determine the impact of the system on innovation matters. 

 Industrial relations actors need to assess whether existing legal procedures on information and 
consultation adequately support employee participation in innovation processes at company level. 
Improvements in the law might be needed. 

 Human capital investment is crucial for the contribution of employees to an innovation strategy. 
Maintaining the employability of employees through vocational training will prepare them for chang-
ing job tasks, acquiring new skills and adapting to new process technologies. 

 The role social partners can play in the development of regional (or sector) innovation systems has 
to be determined. Possible functions are:

  ensuring broad-based support by participation in planning;
  securing support by signing a local pact or public mission statement on the strategy;
  jointly managing regional development agencies as part of the implementation;
  introducing the necessary labour-market policies to strengthen the strategy

 (for instance by screening and monitoring skill needs).

 The innovation issue could be given more prominence in the collective bargaining system. Apprais-
als of bargaining outcomes have to be more sensitive to the innovation issue. Agreements on wages, 
job classifi cations, fl exibility regulations have to be evaluated with regard to their effect on the in-
novation contribution of the workers.

Guiding principles 
Three principles are of cardinal importance for the success of these efforts:

 Partnership: this core value of the traditional European industrial relations model remains pertinent 
in tackling the issue of innovation in the fi eld of industrial relations.

 Transnational mutual learning: The transfer and diffusion of expertise are still needed for many of 
the links to be established. Open, mutual learning throughout Europe is therefore an instrument of 
vital importance in these efforts.

 Reciprocal interest: If an industrial relations system is to be interested in the innovation strategy, 
the latter will have to demonstrate its interest in policies designed to look after ‘losers’ in the inno-
vation processes. The question of how innovation practices can contribute to the goals of industrial 
relations was not a major part of the study. Nevertheless, the social sustainability of innovation cru-
cially demands further attention.
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5 .  P A V I N G  T H E  W A Y :
 T H E  P O T E N T I A L  R O L E  O F  T H E  E U R O P E A N  C O M M I S S I O N

The European Commission has been an important driver for both policies at stake: innovation and in-
dustrial relations. In both areas it co-ordinates and benchmarks national policies and encourages the 
exchange of experience between Member States. It could extend this recognised role and act as a cata-
lyst for integrating the policy agendas of industrial relations and innovation as outlined in the report. 
This role would have four bridge-building components:

 mediate the building of a shared vision by the social partners
 stimulate initiatives at the national, regional and company level
 monitor progress and carry out studies to fi ll knowledge gaps.

[ Task 1 ]   Mediation
The European Commission could mediate the development of shared visions at the national and compa-
ny levels. A consultation document could invite the social partners to give their views on the potential 
of integrating innovation and industrial relations policies: Which principles and which existing mecha-
nisms would serve this goal best?

In the Laeken Declaration (2001), the European social partners proposed to rationalise and simplify the 
EU consultation and concertation process by means of a new committee at the highest political level in 
relation to the European Council. A recent report of the High Level Group on Industrial Relations and 
Change pointed out that such a body would be crucial in the social partners’ discussion of the interde-
pendent policies of the Lisbon strategy.8 The explicit inclusion of innovation policy in the consulta-
tion powers of this new committee would be another important step forward.

[ Task 2 ]   Stimulating bridge-building processes

(A) APPLYING THE INFORMATION AND CONSULTATION DIRECTIVE TO INNOVATION

In 2002 the European Union adopted a new Information and Consultation Directive establishing 
minimum requirements for employees’ rights to information and consultation at company level.9 The 
directive defi nes information and consultation as taking place between the employer and employee 
representatives, although other arrangements may be possible by agreement between management 
and labour. 
Applying the Information and Consultation Directive to innovation issues would strengthen policy 
integration between the two pillars of the Lisbon Strategy.

(B) FACILITATING CATCH-UP PROCESSES

It is probably no coincidence that innovation-friendly industrial relations are least developed in coun-
tries characterised by adversarial industrial relations. The analysis and typology of dominant styles 
of industrial relations and innovation developed under this study could help with overcoming histori-
cally biased traditions of industrial relations and uneven levels of adoption of direct and indirect par-
ticipation. Industrial relations cultures where confl icting relationships dominate the scene will require 
special attention. Here, the European Commission could play its recognised role of interface.

(C) DEMONSTRATION PROJECTS

The UK Partnership Fund and the Finnish Workplace Development Programme offer examples how 
governments promote bridge building between innovation and industrial relations policies at the 
national level (see boxes, section 2).

At the European level a variety of existing programmes could be used to launch similar demonstra-
tion projects

 Vocational training: the “Leonardo” Programme
 Regional innovation strategies: regional funds and EU support for “Territorial Employment Pacts”
 Programmes within the Social Funds, such as “Equal”
 Peer review programmes of the European Employment Strategy.
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[ Task 3 ]   Monitoring the bridge-building
Monitoring and surveying national policies is part of the mission of the European Commission. In the 
area of innovation policy the Trend Chart on Innovation, the Innovation Scoreboard and the Commu-
nity Innovation Survey tackles this. In the area of industrial relations monitoring takes place through 
the European Industrial Relations Observatory and the newly created European Monitoring Centre on 
Change, which are both run by the European Foundation for the Improvement of Living and Working 
Conditions. CEDEFOP plays this monitoring role in the fi eld of vocational training.10

The present study has made a fi rst step towards monitoring industrial relations policies and innovation 
policies within a common conceptual framework. Establishing an integrated monitoring system, based 
on such a common framework, is highly necessary at the European level. The overall goal of this inte-
grated monitoring would be to keep track of progress and stimulate the sharing of successful experiences, 
comparing initiatives and results of innovation-friendly industrial relations. In this regard, exchange of 
information and other forms of collaboration between the mentioned European agencies of the two policy 
areas can be defi ned as an important step forward.

[ Task 4 ]   Filling Knowledge Gaps
The European Commission could carry out a number of studies on key issues such as the following: 

  The innovation impact of stable vs. fl exible employment practices.

  What are the consequences of a wage moderation policy on innovation performance? Will employee 
commitment suffer?

  Do high-involvement work practices and direct forms of participation improve innovation perfor-mance in 
every context or do they contribute added value only in specifi c (unstable) market environments, or to 
specifi c (knowledge-intensive) work processes and types of innovation, such as process technologies and 
incremental improvements? Different answers might apply for SMEs, as opposed to large companies.

  Trade union involvement in national technology and research policies varies a great deal between EU 
Member States. There is a lack of comparative insights into different experiences such as foresight pro-
grammes, national councils on research policy and technology assessment procedures.



DESIGN: ARTEFACT
IMAGES: PHOTODISC, GAZELLE TECHNOLOGIES

PHOTO P. 18: GUY PUTTEMANS

Notes

1 European Commission (1997), Green paper ‘A partnership for a new 
organisation of work’, COM(97)128, p. 1.

2  European Commission (1996), First action plan on innovation, COM(96)589.
3  Defi nition of the EPOC survey; European Foundation for the Improvement 

of Living and Working Conditions (1997), New forms of work organisation. 
Can Europe realise its potential? Results of a survey of direct employee 
participation in Europe. Offi ce for offi cial publications of the European 
Communities, Luxembourg.

4  A regional innovation strategy supported by a programme set up by the 
social partners is illustrated in the report by a German case, namely the 
KISS programme in Siegerland-Wittgenstein.

5  In the report this involvement of employees in a business innovation 
network is exemplifi ed by a Swedish case called PRYO.

6  Storey J. et al. (2002), ‘Flexible employment contracts and their 
implications for product and process innovation’, International Journal of 
Human Resource Management, 13(1), p. 1-18.

7  See for instance: Amal E., Ok W. & Torres R. (2001), Knowledge, work 
organisation and economic growth, Labour market and social policy, 
occasional papers, no. 50. OECD, Paris.

8  Report of the High Level Group on Industrial Relations and Change (2002), 
European Commission. Employment and Social Affairs, Industrial Relations 
and Industrial Change, Offi ce for offi cial publications of the European 
Communities, Luxembourg.

9  Directive 2002/14/EC.
10 CEDEFOP or the European Centre for the development of vocational training 

monitors the present state and future trends in vocational training. 
Informing policy makers of the EC, the Member States and social partner 
organisations about vocational training policy is seen as the primary task 
of this agency. See: www.cedefop.eu.int




