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The seminar ‘Workplace innovation – fostering productivity and quality of work’ was held at the Starhotel Excelsior in
Bologna, Italy, on 27–28 June 2005. It focused on the way in which different types of workplace innovations are devised
and implemented, the reasons for adopting innovative work practices, the implications for corporate sustainability, and
policy responses. A group of 48 participants from 15 EU Member States attended the seminar and took part in the
discussions. A wide range of stakeholder groups were represented, including employer associations, trade unions,
companies from various business sectors, research institutions and consulting firms. Four companies – Volvo Cars
Ghent (Belgium), HERA (Italy), the Dutch Tax and Customs Administration (the Netherlands) and Grundfos (Denmark)
– presented their company strategies and assessed the experiences they had made in terms of workplace innovations.

Volvo Cars Ghent: A self-managing team model

Box 1: Overview

Company history and profile

Since 1999, Volvo Cars Corporation has been part of Ford’s Premier Automotive Group (PAG). Its most important
assembly plants are located in Göteborg, Sweden, also the location of its head office, and in Ghent, Belgium. Volvo Cars’
sales and service network cover about 120 countries, and comprise some 2,400 sales outlets and service workshops
around the world. Its four largest markets are the US, Sweden, the UK and Germany. In 2004, 466,036 cars were
produced at Volvo Cars’ manufacturing units and the company employed 27,575 people.
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Since the establishment of the Ghent manufacturing plant in 1965, industrial relations at Volvo Cars Ghent were
characterised by conflict and distrust. A severe crisis in 1978, however, led employers and employees to the conclusion
that greater cooperation was necessary to save the plant. The consensus model that arose between management and
trade unions at that time became a decisive factor in bringing about the growth from the 1980s onwards. In 1987, the
traditional work structure, in which each operator had a fixed workstation and only performed online production tasks,
was replaced by a structure of self-steering teams. Within the constraints of line-paced assembly work, groups of
approximately 15 operators and a team leader were formed, and were given extended responsibilities with regard to
quality, maintenance and material tasks. A job rotation scheme was also implemented. Strong union involvement, a
philosophy that regards people as the most valuable asset, and the ‘total productive management philosophy’ became
the cornerstones of teamwork at Volvo Cars Ghent. 

During the last decade, some changes have been made to the team model to encourage increased self-management.
More specifically, a star-shaped model has been developed, as a means of visualising grouped, indirect and specialised
tasks relating to quality, cost, delivery, improvement, safety, man and the environment (QCDISME). On a voluntary
basis, each of these tasks, in turn, becomes the individual responsibility of a single operator in the team, thus creating
a greater sense of ownership. In themed group sessions, operators are then given the necessary feedback in relation to
their own specialised tasks. Here, the role of the team leader has moved from a supervisory to a more ‘coaching’ role. 

Recently, the Ghent plant underwent huge expansion when two new models were introduced to the factory. Between
2001 and 2004, the production capacity almost doubled and 1,400 new employees were hired. This rapid expansion has
challenged the distinctive teamwork model that Volvo Cars Ghent has established over time. However, a strong belief
in the advantages of working with self-managing teams, both from the point of view of management and of employees,
has contributed to the sustainability of the organisational model and supports the prospect of further progress in the
future.
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In the early 1960s, Volvo decided to set up a car manufacturing plant in mainland Europe. Ghent in Belgium was chosen
as a location because of its geographical merits, in particular, its maritime connection via the sea canal, along with the
presence of a well-trained and motivated workforce. Gradually, Volvo Cars Ghent became a cornerstone of Volvo’s
industrial structure, accounting for 53% of overall production. Today, production also takes place at plants in Torslanda
(Göteborg) and Uddevalla in Sweden, and in a number of smaller factories in Malaysia, Thailand and South Africa. In
1999, Volvo became part of Ford’s Premier Automotive Group (PAG), together with Land Rover, Aston Martin, Lincoln
and Jaguar. Volvo Cars Ghent is currently the biggest producer of cars in Belgium, producing some 246,077 cars in 2004
and with 5,300 employees.

The plant’s activities can be grouped into three main departments: the welding factory, the paint shop and the final
assembly. Four different car models are produced on the same assembly line, which therefore requires a degree of
flexibility. Because customers are also offered a wide range of different options, allowing for thousands of combination
possibilities, this demands not only a flexible production system and auxiliary suppliers who deliver their material just
in time, but also flexible employees.

Four different car models – the larger Volvo S60/V70 models and the compact S40/V50 models – are built along the
same assembly line, which makes the production process quite complex. More than 97% of the produce is exported, with
Europe and North America being the most important markets.  

Milestones in production 
In the late 1970s, due to increasing oil prices, the car industry reached a serious crisis. Production at Volvo Cars Ghent
was falling, as it was elsewhere. A switch was made from two shifts to one shift and, after a long strike, the future of the
factory seemed to be at an even greater risk. During this crisis period, however, management and trade unions became
more united and the conviction grew that what was good for the company was also good for its employees. As a result
of this conviction and since the 1980s, Volvo Cars Ghent has experienced a period of continuous growth.

In the second half of the 1980s, Volvo Cars Ghent started to combine the teamwork model with the classical line system.
In 1991, production of a new car model, the Volvo 850, began at the Ghent plant. This was particularly significant as it
was the first time that a new model was produced outside Sweden, a sign of the trust that Swedish top management
placed in the Ghent factory.

Recently, Volvo Cars Ghent faced some major upheavals, the most notable one being the plant’s extensive expansion.
Once Volvo withdrew from its joint venture with Mitsubishi at Born in the Netherlands, the successors of the V40/S40
models, previously assembled there, were transferred to the Ghent plant. Between 2001 and 2004, €340 million was
invested in the production of the two new models, Volvo S40 and V50. During this time, capacity has increased from
150,000 to approximately 270,000 cars. This has required the hiring of an additional 1,400 employees at the Volvo plant,
as well as 900 employees at companies located in the nearby supplier park. In order to avoid taking employees away
from their own suppliers, Volvo has also established a collective ‘job automotive centre’ in collaboration with its
suppliers. 

Workplace innovation: Four case examples
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Volvo Cars Ghent: A self-managing team model

Figure 1: Production evolution of Volvo Cars Ghent

Main factors underlying workplace innovation

Union involvement
Volvo Cars Ghent’s relationship with the trade unions has played a crucial role in its development. The 1960s and 1970s
marked a period of conflict, characterised by a polarisation of interests and a sense of mistrust between employers and
employees. In 1978, however, a strike by employees marked a turning point, at a time when the plant was experiencing
significant difficulties, largely because of the poor market situation. By then, both parties began to realise the importance
of working together to help solve the problems facing the plant. The consensus model that resulted from this cooperation
formed the basis for the growth of Volvo Cars Ghent and continues to this day. This relationship between employers and
employees is based on openness and equality, on recognition and trust, or ‘co-responsibility’. Effective communication
and open and honest information, in turn, has resulted in a win-win situation for both parties. Such a consensus model
involves a strong trade union involvement in the plant. For example, a number of employee representatives are dedicated
solely to union work, which helps to ensure greater stability and continuity. They take part in a variety of different
working groups – for example, on job classification, ergonomics, teamwork – in which the topics covered by the works
council are discussed. In addition to these monthly meetings, the representatives have daily contact with workers and
management, allowing them to assess their compliance with agreements. They also take part in negotiations on collective
labour agreements and in trans-company meetings.

The intensive relationship between management and trade unions yields good results, for example:

a positive social climate, in which problems can be solved together;

the support of the unions, a decisive factor in strategic decisions; e.g. during the recent expansion of the production
capacity, social dialogue played a very important role;

proactive labour organisation, whereby unions take part in developing the mission and a vision for the organisation.

© European Foundation for the Improvement of Living and Working Conditions, 2005
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Putting people first
In 1981, Volvo Car Ghent’s ‘new vision’, formulated in cooperation with the unions, was presented. The central principle
of this policy agreement is that people are the most valuable asset of the organisation. This vision can, in turn, be
translated into high work ethics and a greater degree of responsibility for the workers. The team is given the greatest
importance and, in order to move from control to confidence, power is based on delegation. 

Total Productive Management (TPM)
The cornerstone of the teamwork model is the TPM philosophy. A Japanese system, which Volvo complemented with
some Swedish practices, TPM can be freely interpreted as ‘productivity thanks to good maintenance’. However, TPM
affects more than just maintenance. Its central purpose is to encourage ‘quality thinking’ starting from the assumption
that good quality and high efficiency can be achieved with well-trained and properly motivated people, who keep the
machines in good condition. Over the years, this principle has been reformulated in a seven-step plan for autonomous
management, although the underlying idea and goals remain the same. 

Teamwork as an integral form of workplace innovation

Teamwork evolution
Until 1987, the Ghent plant had a traditional organisational structure, whereby each operator had his or her own fixed
workstation and only performed production tasks. Highly paid specialists were responsible for maintenance and quality
control, an instructor provided the necessary training, while a multi-skilled relief man provided support for the operators.
One supervisor had to control a large part of the line, comprising about 80 operators, a system which proved highly
inefficient. 

Figure 2: Traditional work structure

Because of these inefficiencies, the team concept was introduced as an alternative model to the traditional working
structure. It is important to note that in relation to horizontal task integration, Volvo Cars Ghent strictly adheres to short-
cycled line production. Within this context, a new work system was developed in which groups of 12 to 20 operators,
and a team leader, were formed. Each team was allocated its own team corner as a place to meet, exchange information
and visualise team results. 

Workplace innovation: Four case examples
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Volvo Cars Ghent: A self-managing team model

The remuneration system was also adapted. Replacing the previous system – which was based on eight fixed wage
categories for operators, with adjustments limited to the first three years – the new simplified system comprised only
three wage categories, A, B and C, with a lower and upper limit, enabling a yearly wage adjustment to be made.

Job enrichment is one of the fundamental principles of the team system. Quality control, repair and maintenance are no
longer carried out by specialists, but integrated as part of general production. The allocation of these indirect tasks to all
team members – and not merely to the team leader – is achieved by means of ‘time off’ through relief from the line.
Teams are encouraged to devise improvement proposals and, twice a month, there is a line stop of 30 minutes in each
shift for a team meeting, which is considered as paid working time. In addition, job enlargement is accomplished through
a ‘tailor made’ job rotation system in each team, yielding positive effects on ergonomics, flexibility and quality. 

Figure 3: Step 1: Self-steering teams

A focus survey is carried out every year to assess the opinions and satisfaction of the workers. For a number of issues,
employees can indicate how satisfied they are and how important each issue is to them. In the late 1990s, the results of
these surveys clearly showed high satisfaction with teamwork, but scope for improvement in relation to other aspects,
such as learning possibilities, growth possibilities and personal acknowledgement. These results encouraged
management and trade unions to make some changes to the team system. 

In the original teamwork model, offline indirect tasks were common for all team members. Today, however, the plant
divides these tasks into different indirect work packages, a system that is given the QCDISME label – quality, cost,
delivery, improvement, safety, man and environment. The actual content of these offline activities for each team is
derived through a tear-down analysis from the general targets on QCDISME, at the departmental level. Team members
are then invited to indicate which work package best fits their own available qualifications and interests. By combining
interests of the operator and the needs of the company, ownership on a voluntary basis can be achieved in a self-
managing way. The ongoing transfer of indirect tasks to assembly-line workers can continue, while safeguarding the
worker’s motivation to shoulder these responsibilities. This adapted team system was launched in pilot teams during
1998 and is now generally applied across the factory.

© European Foundation for the Improvement of Living and Working Conditions, 2005
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Figure 4: Step 2: Self-management

Present situation
While Volvo Cars Ghent has been developing its teamwork model for more than 20 years, recent developments have
specifically focused on increased self-management. Although the plant applies a star-shaped model in which there is a
common pool of online assembly tasks, team members are also responsible for a different set of indirect tasks. This
results in a substantial transfer of tasks and responsibilities from line management and staff departments to the shop
floor. All team members take responsibility for a specialised task within the team, and theme groups are organised as
learning exercises on how to improve these tasks. Training areas are also set up to enable the exchange of experiences
and improvements. The role of the team leader has evolved into more of a coaching instead of a leadership role, and an
area coach is assigned as a manager to provide all necessary resources.

A combination of both line-bound and line-detached tasks, labelled as ‘self-organising group work’, exist instead of the
traditional lean production approach (van Hootegem et al, 2004). This case example shows that, within the constraints
of the assembly line, there is still some room for manoeuvring in relation to vertical task integration. 

Results and awards
In order to encourage progress, Volvo Ghent emphasises the importance of having good insight into the actual
performance of workers and of detecting weak links in the production system. Continuous monitoring of a range of
different result indicators is therefore paramount. For each department, some general QCDISME objectives are defined,
which are then translated into concrete action plans for each element. The teams then formulate their top three actions
to be applied to their own activities, outlining clear targets. 

Team members then collect the necessary information in order to assess team results, and a significant amount of data
is automatically generated by the computer system. This makes it possible to visualise the evolution of certain
parameters through graphs and tables. For example, in comparing the results on quality, cost and delivery over recent
years, a positive evolution can be seen up to 2002. The results for 2004 show a slight relapse, which is due to the large
number of new and experienced recruitments. 

Workplace innovation: Four case examples
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Volvo Cars Ghent: A self-managing team model

Measuring the results helps to demonstrate how successful teamwork is as a way of organising work. This is crucial in
order to convince the different stakeholders of the importance of choosing this organisational concept. It has proven
particularly important since Volvo has become part of the Ford Group – known for its development of a set of
organisational canons for the automobile industry, labelled the ‘Ford production system’, which it wishes to disseminate
universally. Standardisation of the product and modes of operation, together with segmentation of work into fragmented
and specialised tasks, remain the key features of this classic ‘Fordist’ industrial model. In this context, proving that good
production results can be achieved by other means will be a contributing factor to Volvo’s autonomy within the Ford
Group. As Chief Executive Officer of Volvo Cars Ghent, Peter Leyman, stressed in the plant’s personnel magazine: ‘We
have all contributed to a brand with an excellent reputation in terms of quality, a solid position in the market and the
ability to make a profit. If we can sustain this position, Volvo will get the opportunity to remain Volvo.’

Lessons for the future

One important lesson that Volvo Cars Ghent can impart is that core needs should be taken care of first in any
organisation, in order to ensure a solid foundation for change. According to the Maslow model, complex models of
workplace innovation should not be copied and implemented if there is not yet stability with regard to wages or other
labour conditions. Before embarking on teamwork, the organisation has to be properly prepared; in particular, conflicts
of all kinds should be first resolved. According to HR Manager of Volvo Ghent, Hans Bogaert, it is important therefore
to develop and nurture a healthy industrial relations climate, in order to get the basic conditions right, eventually enabling
the organisation to implement more advanced organisational work methods in due course.

Furthermore, any type of workplace innovation will be facilitated, once there is sufficient interaction between
management, employees and unions. These three parties should form a triangle of mutual communication and open
information; paying lip service is not enough here. Such communication has to be translated into actions, alongside
proper structures and regular meetings, in order to create a constructive atmosphere which makes change possible.

Volvo Cars Ghent concludes that implementing teamwork is, in a sense, an exercise in ‘balancing freedom’. This concept
has to do with easing control of certain activities, whilst at the same time giving clear guidelines. In this context,
coaching is a very important leadership style.

Finally, implementing a teamwork model is not something that can be achieved overnight. Instead, it is a long-term
project which requires a strong sense of belief from all the parties involved. Without this genuine belief, the project will
be hard to sustain. In the beginning, the results may be disappointing and, sometimes, relapses will occur. Only when
the teamwork idea is fully supported, will people remain motivated enough to attain the desired results.

Presenter: Hans Bogaert, Human Resources Manager, Volvo Cars Ghent
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The HERA Group: An integrated approach to change management

Box 2: Overview

Company history and profile

The HERA (Holding for Energy Resources Environment) Group is the second largest enterprise in the public utilities
sector in Italy. It manages services related to the use of energy resources (distribution and sale of natural gas, energy and
district heating), the water cycle (potability, waste water treatment, sewers), and environmental services (waste
collection and disposal, city cleaning, thermal waste treatment and composting). The group is active in the Emilia-
Romagna region and in the end-user distribution market. It treats about 2.5 millions tons of waste per year, and
distributes and sells about 1.5 billion m3 of methane gas. The HERA Group uses some 9,870 kilometres of gas pipeline,
supplying gas distribution to 1.4 million inhabitants. It also delivers environmental services in 104 municipalities,
covering a surface area of 7,285 km2, and serves 143 municipalities with water supply systems. The group employs
about 5,000 employees and recorded an annual turnover of €1,639 million in 2004.

HERA is the result of a major merger between 15 firms owned by municipalities. The merger was carried out in 2002,
against the backdrop of greater market deregulation and as a consequence of increased liberalisation and privatisation at
European level. The aim of the merger was to improve the efficiency and quality of services being delivered, and to
enable a greater pooling of technological resources, thus making the group more competitive. The companies that were
merged to make up HERA include AMF (Faenza), Ami (Imola), Amia (Rimini), Amir (Rimini), Area (Ravenna), ASC
(Cesenatico), Geat (Riccione), Seaba (Bologna), Sis (San Giovanni in Marignano), Taularia (Imola), TeAm (Lugo), and
Inica (Forlì-Cesena). The founding partners include 139 municipalities in the Italian provinces of Bologna, Ravenna,
Rimini and Forlì-Cesena, stretching from Bologna to the Adriatic Sea. In June 2003, HERA went public, and the value
of its shares has risen since. Some 45% of HERA’s shares are currently privately owned, while the remaining 55% are
publicly owned.

The business and organisational model of the HERA Group is unique in its field. Local operational companies are
responsible for maintaining and reorganising the practical and managerial activities of the group, which involve constant
dealings with customers and local agencies and organisations, e.g. public agencies, industrial organisations, trade
associations etc. At the same time, the strategies and assets for achieving significant synergies are concentrated in the
holding company. In this sense, the group combines strong regional roots and loyalties with opportunities for achieving
important economies of scale.

Workplace innovation: Four case examples
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The HERA Group is active in the local utility services sector in the Emilia-Romagna region of Italy. It delivers energy,
water and environmental services to millions of citizens, and its shares are partly publicly and partly privately owned.
The group was set up in 2002 following the merger of 15 public utility services. With operations in a number of
different sectors and regions, and a diverse array of industrial relations agreements, the group has inherited a complex
legacy. HERA is now undertaking steps to become a more homogeneous organisation with a single structure and
culture. In cooperation with the Istituto per il Lavoro, which acts as a knowledge broker and is assisting the process,
HERA is implementing new business models, organising participation-based training, building a new social dialogue
model and generally updating its human resource practices.
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The HERA Group: An integrated approach to change management

Nevertheless, since the merger, the company has faced numerous challenges in relation to all aspects of the business. In
order to meet these challenges, HERA is now embarking on the implementation of a large and diverse range of
innovation programmes and projects. It has also set itself new objectives with regard to its human resource management,
as well as developing a new model for social dialogue.

Reform of business processes

The company is eager to consolidate its sector-specific professional competencies. At the same time, it wants to adapt to
the new business environment by working on the requalification of its processes. To this end, HERA has launched
projects to support its accounting and administration functions, through the implementation of new information systems
such as SAP. It has also reorganised its logistics by centralising its warehouses and bringing together all payroll functions
under the one roof. In addition, the company has started going through its management by objectives (MBO), and has
adopted new results-targeted indicators for performance and productivity, including a customer satisfaction programme.
It is also adapting its business procedures to the HS 18000 certification and to other certifications.

Transformation of human resources

HERA sees its employees as a resource rather than as a cost factor. In the same way, it believes that if employee
commitment can be improved, this will increase the company’s productivity and competitiveness. For this reason, the
company aims to maintain and further develop the knowledge and competencies of its employees and is currently
investigating new ways of:

improving work organisation;

enhancing job quality, in particular, health and safety aspects;

improving transparency with regard to decision-making processes.

HERA has also introduced a new human resource management (HRM) system, as well as an extensive training
programme to support organisational change. In particular, it has focused on the mapping of available skills and on
identifying training needs. In total, 100,000 hours of training have been organised, representing an average of 15.6 hours
per employee and a total cost of €25 million. These training activities aim to contribute to:

consolidating the new organisation of the company;

upgrading the professional competencies critical to company development;

developing the corporate identity;

fostering the exchange of experiences and best practices;

promoting internal mobility; 

promoting adaptability.

The last two points can be illustrated by the company’s provision of training courses that train former blue-collar workers
as call centre workers and sales representatives.

© European Foundation for the Improvement of Living and Working Conditions, 2005
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In addition, in order to further HERA’s aim of becoming a knowledge-based enterprise, and to address new HR
challenges, the skills of managers and sales representatives have been assessed with the help of an assessment centre. At
the same time, a graduate recruitment project has been launched, with the assistance of a specialist consultancy firm, to
select suitable new graduate entrants to the company. The ‘HERA School for Professions’ has also been recently opened.

Innovative industrial relations system

HERA’s sector of activity is characterised by a high rate of unionisation, with trade unions holding a strong position at
company level. In the past, labour contracts addressing issues such as working conditions, working hours and wages
were negotiated at company level, by a number of different trade union and company representatives using a variety of
different structures. Labour relations were a mix of cooperation and conflict and became very complex since the merger,
largely due to the plurality of agreements and representatives. After the merger, HERA counted no less than 66 different
forms of performance-related pay models and 16 different trade union representations, attributed to trade union pluralism
and the four national collective agreements that find application within the HERA Group. 

In order to simplify this situation, a new system of industrial relations has had to be implemented. The proposed system
involves new structures and rules regarding collective bargaining, company-level representation and participation.
Further improvements have been made through the introduction of a central trade union delegation, which facilitates a
rationalisation of bargaining processes at a decentralised level. The number of national collective agreements has been
reduced from seven to four in order to enhance equality of opportunity, to facilitate clear communication, and to increase
general understanding of the hiring procedures and potential career paths within the company. In the future, HERA plans
to negotiate a specific collective agreement for the group, in order to increase harmonisation between the four current
collective agreements.

This new industrial relations model is the result of a long process of analysis, dialogue-based development and
negotiation. It was developed in collaboration with the Istituto per il Lavoro and using participative methods, including
research conferences and scenario building conferences. The research results were used to formulate the basis for the
new negotiation model between trade unions and management. So far, three important agreements have already been
reached between the social partners:

an agreement about local mobility, which in a global context might not seem significant, but which is an achievement
in Italy, where employees are relatively hesitant about moving from one workplace to another;

an agreement about performance-related pay increases at group level;

a new formal ‘industrial relations agreement’ that regulates the social dialogue at both a central and local level, and
which defines the composition of a group-based trade union delegation unit.

An integrated approach

The different strategies described above, which HERA has deployed in order to manage its complex integration and
change process, have been implemented in a traditional top-down manner. Accordingly, the managers implemented a
vision that came directly from the company’s shareholders. At the same time, however, a participative approach has also
been used. Throughout the whole process, HERA’s vision and implementation procedures were clearly communicated
to the trade unions and supported by them. Undoubtedly, their constructive and cooperative attitude was a condition for
success, and was the result of intervention by experts from the Istituto per il Lavoro, who acted as mediators during the
debates. This illustrates the importance of receiving external expertise and advice from change facilitators, intermediary

Workplace innovation: Four case examples
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The HERA Group: An integrated approach to change management

bodies and/or research institutes when necessary. As a result of their interventions, the communication flow was effective
and negotiations continued, despite obstacles. The participative approach has also meant that the perceptions of
individual workers could be monitored throughout the process. All employees were involved in extensive training
programmes and were made aware of all communications related to the innovation project.

Thanks to the change process it has initiated, HERA is now evolving into a homogeneous organisation with a single
structure and culture, and with social dialogue and business models that will enable the company to face future
challenges effectively.

Presenter: Giancarlo Campri, HR Director, HERA Group
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Dutch Tax and Customs Administration: A bottom-up approach to
integrated task-setting

Box 3: Overview

Company history and profile

The Dutch Tax and Customs Administration is a national law enforcement agency, whose role is to encourage taxpayers
under its jurisdiction to fulfil their fiscal responsibilities. It is part of the Dutch Ministry of Finance and reports to its
Directorate-General. The organisation employs 30,000 civil servants nationwide and is divided into 13 tax regions, with
several offices each and four customs regions. It has one central office, one office for information and investigation, and
four service centres for IT activities, product and process development, communication and professional education, and
facilities management.

The old office
In the past, the Administration organised its ‘production floor’ activities in a more traditional way. Tax handling in these
offices was organised along tayloristic lines with a clear hierarchy, a far-reaching functional task differentiation, and
even physical separation between more and less highly-qualified personnel. Each office concentrated on one product or
instrument (i.e. one sort of tax) and one process (i.e. collecting this tax or inspecting the conditions of its application).
The procedures and the assignment of duties were prescribed and described in detail, and recorded carefully in thick
manuals. Approximately 250 of these offices were spread throughout the Netherlands, each employing about 100 full-
time equivalent staff.

The new office
In the early 1990s, and after a period of 20 years of relatively smooth functioning, cracks began to appear in the ‘old
office’ model. As a result, task forces were set up to analyse the problem, and a number of reports were written and
solutions proposed. After examining these recommendations, the management took the radical decision to change to a
‘new office’ model. A new structure was subsequently put in place, which was oriented towards specific target groups.
Instead of basing the work organisation around particular instruments and processes, as in the past, each office would
now deal seamlessly with all instruments and processes for certain types of taxpayers, and would work with integrated
procedures. Since then, the number of offices has been reduced to about 80 offices, each now employing approximately
250 full-time equivalents.

Bottom-up revision of new office

One of the new offices was responsible for all non-resident taxpayers. Within that office, a small group of employees
was assigned the task of reimbursing value-added tax (VAT) on goods purchased in the Netherlands, by non-resident
entrepreneurs planning to export these goods to their country of residence. After the implementation of the ‘new office’
structure, this group was officially designated as a team, headed by a team leader, with 18 administrative workers and

Workplace innovation: Four case examples

© European Foundation for the Improvement of Living and Working Conditions, 2005

The Dutch Tax and Customs Administration is part of the Dutch National Ministry of Finance. Employing 30,000
people nationwide, it is subdivided into 13 tax regions with several offices in each region. In one of these offices, a
small group of employees decided to develop an alternative way of organising work, on an ad hoc basis, in an attempt
to improve the division of tasks within their unit. The model was based on teamwork and an integrated tasks approach,
and aimed at a more customer-oriented and efficient way of working. Following its success, it received the support of
the organisation’s Director General and has now been taken up by several other regional tax offices.
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Dutch Tax and Customs Administration: A bottom-up approach to integrated task-setting

two specialists. This team was responsible for all transactions for some 50,000 foreign entrepreneurs with annual,
quarterly or monthly VAT declarations. However, with the development of a single European market and the abolition
of borders between EU Member States, the management expected that this group would soon cease to have a function. 

Nevertheless, it soon became apparent that the financial turnover (over €1 billion) and corresponding workload of this
group had been seriously underestimated. Once the team was established, it became evident that twice as many workers
would be required, in order to stay on top of the workload and to clear the large backlog that had already built up.
Processes had not been described precisely enough and only limited automation tools were available. A time-consuming
obligation to screen every original invoice was still in place, and the staff lacked knowledge of the latest VAT legislation.
In short, therefore, there was a critical need for training. Meanwhile, there was strong pressure both from the business
community and from government to see the service implemented as soon as possible. 

It was clear that something had to be done and that management’s restructuring initiatives no longer offered a sufficient
solution. As a result, employees in the office took the initiative to reinvent their own work processes, innovating them
bit by bit. The employees decided first of all to reorganise themselves into smaller teams of five workers, with each team
responsible for 6,000 to 7,000 entrepreneurs who received an integral service (declaration, appeal, correspondence,
information and payment). The workload of checking invoices was reduced following a decision by the teams to check
invoices at random, based on selection standards that enabled them to reach a level of automation, and which supported
their approach more efficiently.

Results

At the beginning of this change process, the completion time for tax refunds stood at 12 months. This decreased to six
months after the first year, and to only two weeks after two years. Since then, individual standards for each worker have
improved dramatically, collegiate evaluations are taking place on a regular basis, and different types of reward schemes
have been introduced. The work is now entirely customer-oriented, risk-oriented and results-oriented. There has also
been a high increase in productivity, as more work is done more efficiently and faster, with fewer personnel and less
overhead costs than ever before. Although official comparative figures regarding absenteeism are not available, the
general feeling is that both attendance and sense of professional commitment have improved.

The team has received great internal and external praise for their work and has garnered the support of their own Director
General. Such is the success of their model, that it has now been copied successfully by several other regional tax offices
in the Netherlands. At an investment funds conference in London in 1995, the Dutch office was praised by its
counterparts in other EU countries, as a leading example of forward thinking. Discouraged by the prospect of uncovering
further problems and of unforeseen work, some Member States have not yet even begun to tackle their non-residents’
VAT problems. This has put them in a less favourable competitive position. In a report on the subject, the consultancy
firm, KPMG, noted that the Netherlands was the only country in the EU handling VAT reimbursements correctly and in
time. This has contributed to the good reputation of the Dutch Tax and Customs Administration in general.

Importance of management trust

In his assessment of the overall process, Jos Habets, Project Manager of the aforementioned VAT office, came to the
conclusion that teams do actually work. Nevertheless, he recalled his own initial scepticism and described how he had
to consciously overcome these doubts and to convince himself that his employees were trustworthy and deserved a
chance to prove him wrong. He also recollected the scepticism of other team leaders, as well as the bureaucratic rules
that had to be overcome, including issues relating to hierarchical levels, the separation of functions, and official
guidelines.

© European Foundation for the Improvement of Living and Working Conditions, 2005
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Today, Habets is convinced that the organisation of work into small self-managing teams offers many advantages. First,
it facilitates the handling of integrated sets of tasks, which is the best way to make work meaningful. Second, it enables
work to be done in situations where standard modes of operation are not yet established and where unexpected problems
are likely to occur, also taking advantage of the technical and operational insights of people on the floor. Third, and as
a consequence of the second advantage, it enables managers, who often lack this technical know-how, to concentrate on
real managerial tasks, to develop their coaching abilities, and to show leadership. In this context, Habets highlights the
crucial role of team leaders. They encourage the development of innovative ways of working, actively promote
communication, give constructive feedback and help with problem-solving. Team leaders also inspire workers to arrive
at clear bilateral agreements, ensure that these agreements are written down and act as a source of information. In the
case of the Dutch Tax and Customs Administration VAT office, the team leaders emerged naturally from within each
team and were formally appointed to these positions afterwards.

Conclusions

The case example of the Dutch Tax and Customs Administration is interesting in several respects. It is a reminder of how
change processes are often triggered by external demands, in this case, by new EU legislation which resulted in
unforeseen workload consequences. It also demonstrates how commitment at lower levels of the organisation is a
precondition for the successful implementation of new organisational models and, moreover, highlights the crucial role
of leadership throughout the process. Managers need to trust the self-governing abilities of their teams and allow them
room for experimentation, at the same time, coaching them closely and encouraging continuous communication. Above
all, this case serves as a clear example of a bottom-up driven innovation project. It shows the shortcomings of a solely,
social engineering top-down approach for workplace innovation. Furthermore, it highlights how input from workers at
the customer face can be decisive when trying to move away from a tayloristic organisational model towards new ways
of working.

Presenter: Jos Habets, Project Manager, Dutch Tax and Customs Administration

Workplace innovation: Four case examples

© European Foundation for the Improvement of Living and Working Conditions, 2005
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Grundfos: Self-governing production groups

Box 4: Overview

Company history and profile

With a turnover of €1,654 million and an annual production of approximately 10 million pumps, Grundfos is the third
largest pump manufacturer in the world. The company’s broad product portfolio ranges from low-end pumps for
ordinary domestic purposes to high-end industrial solutions. Grundfos is an international group with its headquarters in
Bjerringbro, Denmark, and with worldwide production and distribution operations. It is present on the global market
with 12 production sites of its own, six acquired companies and 43 sales companies spread over northern, southern and
eastern Europe, North and South America, the Middle East, Japan, Asia and the Pacific, Australia and New Zealand. The
company was founded in 1945 by Poul Due Jensen, a local Danish craftsman. Today, the founder’s family still owns
12% of the share capital of Grundfos Holding AG. Employees own about 2% and the remaining 86% is owned by the
Poul Due Jensen Foundation, an independent financial institution whose profits are reinvested in Grundfos companies.
Grundfos employs more than 4,800 employees in Denmark and over 12,500 employees worldwide. Approximately 30%
of blue-collar workers employed in the Danish production plants are female.

A tradition of innovation
Owing to the founder’s leadership, vision and inventiveness, Grundfos has always had a distinctive and innovative
profile, continuously developing new solutions since its foundation and fulfilling customers’ ever-changing
requirements. Inspired by its founder’s belief in the value of teamwork, the company recently made further innovations
in work organisation by introducing self-governing production groups in all Danish production sites – some seven plants
in total.

The following section outlines the circumstances that led to the implementation of this particular form of workplace
innovation at Grundfos. It describes the motivations, pitfalls and positive results of the process, and reflects on the
lessons that can be drawn from this case example.

Triggers for change
In the early 1990s, Grundfos faced major competitive challenges. Continuing falls in customs duties, particularly in Asia,
created new market opportunities and reinforced the need for the company to set up a global presence. Meanwhile,
western wage costs remained 10 to 20 times higher than those in low-cost areas such as eastern Europe and Asia.
Moreover, competitors became increasingly successful at delivering quality goods and services, a feature that had once
distinguished Grundfos’ unique competitive advantage. Finally, management at Grundfos was forced to assess its
options: give up and close down production, move production to low-cost areas, or increase its competitive advantage
through the implementation of new and more effective ways of working. In the end, they opted for the latter, in the belief
that the key to increased competitiveness lay in developing the true potential of each employee. Management believed
that the utilisation of hidden human resources would increase productivity through constant improvements in

© European Foundation for the Improvement of Living and Working Conditions, 2005

In 1992, Grundfos began implementing, for the first time, self-governing production groups. This case example
illustrates how workplace innovations like these can function as a response to an increasingly competitive environment,
by increasing workers’ employability. It also shows that the process can be a lengthy one, characterised by ups and
downs. At Grundfos, the change process was imposed from the top down, but was soon advocated by the trade unions
and across all organisational levels. These changes delivered some interesting results including higher productivity, a
reduction in employee turnover, and an increase in overall employee satisfaction.
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workmanship, methods and quality, and that it would enhance the competencies and motivation of employees, as well
as their job satisfaction.

Chronology of change process
Before the changes were introduced, production in the Danish plants was organised according to a traditional hierarchy.
Shop floor workers at the lowest level reported to the tool setters, who in turn reported to production supervisors. The
supervisors then reported to the head supervisors, who reported to works managers, who were in turn answerable to the
plant manager – the most senior level of management at the site.

In 1993, management decided to reorganise the structure of the organisation, in order to increase productivity in the short
term. The first step resulted in a reduction in the number of production supervisors from over 100 to 60. At the same
time, a longer-term investment was made by intensifying the training of shop floor employees. On the one hand, these
changes resulted in an initial sense of de-motivation and employment uncertainty; on the other hand, they generated a
greater sense of trust in the longer term.

By 1995, it was apparent that there was widespread frustration among the workforce in the organisation. Few concrete
results had been achieved and there was a major problem with morale. In order to re-evaluate the entire project and
question the philosophy behind it, several two-day seminars were arranged, in which top management, production
supervisors and trade union representatives participated. The outcome of these meetings resulted in a firm decision to
continue with the innovation process, but in more effective ways. In the first phase, the need for extensive training of
production supervisors in how to develop and support self-governed production group was identified. Pilot groups were
set up for this purpose, and were evaluated monthly.

In the second phase, during the period 1996 to 1997, extensive training in teamworking and in individual competencies,
as well as teambuilding activities, were organised for all employees. Using the experiences of the pilot groups, a ‘train
the trainer’ principle was applied, in addition to the use of ‘Belbin analyses’. These activities helped participants to
develop greater insights into themselves and others, by enabling them to identify different personal characteristics and
roles within teams, e.g. thinkers, movers, shakers, finalisers, and so on. 

By 1998, self-governing production groups of five to 18 employees, who worked two or three shifts and reported directly
to a production supervisor, had been established throughout the entire company.

During this initial implementation phase, the trade unions played a crucial role. They were given clear information by
Grundfos management about the aims of the innovation. As a result, the climate was cooperative and the trade union
representatives started acting as spokespersons for the project, as soon as they became aware of the potential
employment opportunities it had to offer.

Assessment process

In 1998, with the aid of academic advisors, a model was developed to evaluate self-governing groups and to share best
practices. A common language was identified according to the EFQM European Quality Award Model of Excellence,
and ‘balanced score cards’ were implemented in every self-governing group.

Since 1999, support for the new work organisation has been high. Today, each self-governing production group conducts
a yearly self-assessment, whereby projects for improvement, including required resources and targets, are identified and
action plans are developed. A handbook has also been compiled in which the teams’ expectations of their production
supervisor and plant manager are described in detail. The handbook also provides an outline of the eight roles in a

Workplace innovation: Four case examples

© European Foundation for the Improvement of Living and Working Conditions, 2005



17

Grundfos: Self-governing production groups

production group and a review of the job requirements that apply to these roles, along with the role of group
representatives. Currently, the company is experimenting with ‘photo safaris’, a new tool for learning and exchanging
experiences, as part of its continuous work on occupational health and safety.

Owing to its efforts, the Grundfos electronics plant in Denmark won recognition in 2003 for meeting the international
standard for effective investment in people, by Investors in People UK

1
. Grundfos A/S (embracing the seven Danish

production plants) was awarded the special prize, ‘leadership and constancy of purpose’, EFQM
2
.

Measurable benefits 

At Grundfos, there is a firm belief that the introduction of self-governing production groups has positive, measurable
results. Throughout the entire process, the company has monitored progress and measured the success of the newly-
introduced work practices, using a variety of measures. ‘Hard’ indicators include productivity, ‘scrap reduction’, and net
profit ratio. From a human resources perspective, indicators include recruitment savings and indirect indicators relating
to quality of work, such as absenteeism and employee turnover. Through regular employee satisfaction surveys,
Grundfos has also monitored ‘soft’ indicators from an employee perspective, such as different forms of employee
satisfaction.

As Table 1 shows, since new ways of working were introduced at Grundfos, productivity and net profit ratio have
increased substantially and the amount of scrap has decreased. Absenteeism has remained more or less constant, but
employee turnover has declined significantly for unskilled workers and skilled workers. Although specific job
satisfaction remains largely unchanged, there has been an increase in overall employee satisfaction throughout the years. 

Table 1: Key figures measuring the progress and success of introducing self-governing production groups at Grundfos

* The first figure refers to unskilled employees, the second to skilled employees
** ESS = Employee Satisfaction Survey; employee satisfaction is expressed according to a range of one to five, the higher figure
corresponding to greater  satisfaction
Source: Thomas Okkels, Grundfos, EMCC company network seminar on workplace innovation, 27–28 June 2005

© European Foundation for the Improvement of Living and Working Conditions, 2005

 1994 2001 2003 

Productivity (%) 2.4 5.8 5.4 

Scrap (PPM) 8,100 7,300 6,623 

Net profit ratio, EBIT (%) 6.4 8.4 11.0 

Absenteeism (%) 5.2 5.4 5.3 

Employee turnover* 9.2/6.2 5.9/5.4 1.9/3.4 

ESS** in general (total figure) 3.9 4.1 4.3 

ESS** specific figure job satisfaction 4.2 4.3 4.3 

1
http://www.investorsinpeople.co.uk

2
http://www.efqm.org/

http://www.investorsinpeople.co.uk
http://www.efqm.org/
http://www.investorsinpeople.co.uk
http://www.efqm.org/
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Conclusions 

The largely positive results at Grundfos did not arise automatically after the introduction of a new form of work
organisation. Looking back, the company concludes that three preconditions were decisive in implementing such
changes successfully.

First, trust is an important prerequisite for success whenever workplace innovation is under consideration. It is necessary
to nurture a strong belief in new ways of working, in order to see the complex change process through. In the words of
Thomas Okkels, Production manager at Grundfos: ‘it has to be like a type of religion’. This ‘faith’ has to spread
throughout all organisational levels, especially when the decision for change has been imposed by management from the
top down. Trade unions and their representatives can play a decisive role in this respect, since their cooperation is often
a crucial precondition for success. 

Secondly, viewing the changes from a long-term perspective is paramount. The 12 years of sustained effort by Grundfos
illustrate how change does not happen overnight. Indeed, the crisis episode in 1995 warns that change processes can be
delayed by all sorts of path dependencies and obstacles. Old and unproductive habits may continue resurfacing,
therefore, some additional time may be needed to overwrite these habits. In the words of another participant at the
seminar, ‘one has to give the time to time’. 

Thirdly, change should not be seen as a single event, but ought to be regarded as a continuous process. Organisations
that engage in change quickly realise that the search for improvements in working conditions requires continuous time
and investment.

Nevertheless, the case example of Grundfos shows that, in spite of some setbacks in the early years, the outcome of
implementing self-governing production groups can be largely positive. Although differences in culture and affinities
among other companies, sectors or countries may not allow for an exact replication of this experience, the Grundfos case
example can still serve as an inspiring example, providing the motivation for other companies and entrepreneurs to
experiment with the introduction of innovative ways of working.

Presenter: Thomas Okkels, Production Manager, Grundfos

Workplace innovation: Four case examples
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