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ABSTRACT

European Works Councils (EWCs) have received a mixed response amongst
policymakers and research critics since their establishment in the mid-1990s.
Whilst there are those who are optimistic about their achievements (Coms,
2004; Lecher at al, 2001; Lecher and Rub, 1999), there are those who give a
more measured response (Hall and Marginson, 2005; Waddington, 2005;
Gilman and Marginson, 2002; Carley and Marginson, 2000; Wills, 2000; 1999;
Royle, 1999) and those who believe EWCs have failed to offer workers an
appropriate mechanism for strengthening the employee voice for workers of
multinationals in Europe (Keller, 2002; Ramsay, 1997; Streeck, 1997).

In 2004, EU enlargement prompted further European social integration and,
along with countries from Central and Eastern Europe (CEE), Hungary
became an accession state. This meant that, for the first time, Hungarian
workers of multinational enterprises became participants of new and
established EWCs (Voss, 2006). In light of these political and socio-
economic developments, this qualitative study, involving three UK-owned
case study organisations from the printing, chemical and food industries,
assesses whether EWCs are effective in delivering an employee voice for
Hungarian workers. Moreover, the study considers how the multinational
environment; local voice structures; and the internal dynamics and function of

the EWC all shaped Hungarian employee voice.

This analysis of EWCs and employee voice is embedded within a Marxist
view of the employment relationship, in which power inequalities;
management control; and a conflict of interests are believed to lie at the heart
(Ackers, 2012; Budd, 2004; Ramsay et al, 2000; Kelly, 1998; Kochan, 1998;
Hyman, 1997). The study argues that trade union-led mechanisms remain the
most robust and effective channel for counterbalancing the inequalities and
providing employee voice (Hyman, 1997; Kelly, 1996; Kirkbride, 1992;
Freeman and Medoff, 1984) and the findings show that, in comparison to
employee voice, is weak both at a local and European level. Whilst EWCs



offer some opportunity for harnessing a voice, this has not been realised
through effective pan-European coordination of trade union networks. In
conclusion, the study recommends that local trade unions work towards
cultivating closer links and strategies with EWCs to create stronger voices and
solidarity links for Hungarian workers.
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Chapter 1

Introduction

In 1988, EU Commission President, Jacques Delors, described °...social
dialogue and collective bargaining [as] pillars of democratic society.” Since
that time, the European Union (EU) has led a long campaign and embarked
on a somewhat turbulent journey towards creating a social Europe that, at its
heart, has attempted to protect the rights of working EU citizens (Gold, 2009;
Leibfried and Pierson, 2000; Dinan, 1999). Despite opposition from national
governments and the social partners, the architects of the EU have achieved
minimal standards in social policy, which have firmly changed working lives in
Europe and, as part of that strategy, the Treaty of the European Union
(1992/0J C191) has established provision in European worker voice, through
the introduction of the Social Protocol and European Works Councils (here on
in referred to as EWCs). By 2004, the EU became an even greater socio-
economic and political institution, when enlargement took place and countries
from within Central and Eastern Europe (CEE) became new EU members.
This meant that further integration and harmonisation in employment policy,
across the region, was required and, as a new member state, Hungarian
workers of multinational organisations found themselves part of a European
voice mechanism (Voss, 2006). The main purpose of this study is, therefore,
to establish whether EWCs are effective for Hungarian workers in providing
them with a voice within the multinational environment. This introductory
chapter begins with a brief background and overview of the study and the
existing literature framework. It outlines, also, the rationale for the study and
identifies its key objectives. We begin with the background to the study.

1.1 Background to Study

Almost two decades have passed since EWCs surged on to the European
stage and, as part of the EU’s social strategy the primary aim of EWCs was to
counterbalance the deregulation of the European economic markets
(Knudsen, 2003; Falkner, 1998). Their introduction, in the mid-1990s, marked
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a sea change in social policy and brought with it the prospect of a European
level industrial relations system, strengthening the platform for employee
voice across the region (Marginson and Sisson, 2006). The EWC Directive
(94/45/EC) provides workers of multinational enterprises with an information
and consultation forum and, today, a total of 1007 company agreements are
in place to discuss financial and organisational issues which affect the
workforce (ETUI-REHS, 2012; Falkner, 1998).

Since their introduction, EWCs have received a wealth of attention but their
achievement in providing employee voice has prompted mixed reviews.
Whilst some are optimistic about what they have delivered (Com, 2004;
Lecher et al, 2001; Lecher and Rub, 1999), some offer a more pragmatic
assessment (Marginson and Sisson, 2006; Timming, 2006; Hall and
Marginson, 2005; Waddington, 2005; Gilman and Marginson, 2002; Whittall,
2000; Wills, 2000; 1999), whilst others remain firmly pessimistic in their views
(Keller, 2002; Ramsay, 1997; Streeck, 1997).

In 2004, the EU underwent a significant programme of enlargement,
dramatically increasing its membership from twelve to twenty seven member
states and incorporating many countries from the CEE region (Mailand and
Due, 2004). During the latter years of the communist regime, Hungary
operated a pseudo-market within its centrally planned economy. When
political transition took place, Hungary received major foreign direct
investment and, in the 1990s, was regarded to be at the forefront of
democratisation (Neumann, 2005; Galgoczi, 2003; Frege, 2002; Lado, 2001;
Flanagan, 1998). The prospect of EU membership further fuelled economic
interest in Hungary and, by 2001, twenty five per cent of Hungarian workers
were employed by foreign-owned multinationals and these enterprises shaped
intensely its business infrastructure (Lado, 2001).

With the growth in foreign investment and accession to the EU, the EWC
Directive became applicable to many more workers and Hungarian
employees found themselves as new participants. However, what set
Hungary apart, from other CEE members, was its early adoption of a dual
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channel industrial relations system and the establishment of national level
works councils alongside trade union networks (Neumann, 2005; Galgoczi,
2003, Vickerstaff and Thirkell, 2000). The implementation of these local voice
mechanisms, combined with growth in foreign investment, was meant to have
produced a more progressive and informed approach to employee relations
(Frege, 2002), allowing workers to benefit from a more proactive role within
the EWC forum (Voss, 2006). Therefore, the purpose is to establish whether
these events have helped to create a stronger local employee voice system
and whether the introduction of EWCs has been an effective voice strategy for

Hungarian workers.

1.2 Outlining the Research Framework

The study draws upon three disparate fields of social research: employee
voice; EWCs; and Hungarian employee representation. Each literature is
critical to the research rationale, with key aspects of each forming part of the
conceptual framework. We begin by examining employee voice. Before we
can understand voice, we need to establish why voice is critical to workers.
Taking a Marxist perspective, the employment relationship is characterised
predominantly by the power inequalities found within it and the control
management exercise over workers (Butler, 2005; Kelly, 1998; Hyman, 1997,
Hyman and Mason, 1995). Marxists view conflict as a key feature of the
employment relationship (Ackers, 2012; Budd, 2004; Ramsay et al, 2000;
Kelly, 1998; Kochan, 1998; Hyman, 1997) and, therefore, in order to
counterbalance these inequalities and structured antagonisms (Edwards,
2003; 1986), workers require access to voice mechanisms. However,
defining the scope of employee voice has proved challenging and establishing
what makes voice effective has been particularly difficult (Armstrong, 2006;
Bryson, 2004; Marchington et al, 2001; Benson, 2000; Millward et al, 2000).
The literature shows that the strength of employee voice varied enormously
(Wilkinson and Dundon, 2010; Blyton and Turnbull, 2004; Salamon, 2000). In
attempting to bring clarity to these issues, Wilkinson and Dundon (2010)
demonstrated how ‘breadth’; ‘depth’; ‘scope’; and ‘form’ all played a part in
determining the success of employee voice. Hyman (1997) argued that, in
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order for voice to be effective, it had to offer autonomy; legitimacy; and
efficacy and this could be achieved only through the trade union mechanism.
Indeed, Hyman’s (1997) notion that union-led voice is the most effective is
reinforced by the wider literature (Butler, 2005; Dundon et al, 2005; Gospel
and Wood, 2003; Lloyd, 2001; Terry, 1999; Kelly, 1996; Kirkbride, 1992;
Freeman and Medoff, 1984) and Hyman’s (1997) framework forms a key part
of this study of EWCs.

With no explicit role for trade unions, EWCs have emerged to provide varying
levels of voice for multinational workers. Having outlined already the three
major debates within the EWC literature, it is important to show how these can
be drawn together to form the conceptual framework. Despite taking a largely
optimistic view of EWCs, Lecher et al (2001), in their typology, demonstrated
not only how EWCs had faired but, also, showed how autonomy was a key
part in developing an effective EWC. The typology resonates not only with
Hyman’s (1997) study but, also, echoes with aspects of Gilman and
Marginson’s (2002) framework, which offers a more pragmatic assessment of
EWCs based on their ‘statutory’; ‘country’; ‘sector’; and ‘learning’ effects.
Moreover, both frameworks bring together the notion that EWCs are affected
partially by management’s relationship with its workforce and, again, this
chimes with Hyman’s framework (1997).

However, with approximately three per cent of EWCs considered to provide
adequate scope for employee consultation (Carley and Marginson, 2000), the
involvement of members, from the CEE region, further complicates the
capacity of EWCs to deliver an effective employee voice. Indeed, there is
strong empirical evidence that EWCs have failed in their capacity to provide a
voice to workers within a Western European domain (Timming, 2006; Hall and
Marginson, 2005; Whittall, 2000; Wills, 2000; 1999; Royle, 1999; Ramsay,
1997; Streeck, 1997) and this throws into question whether Hungarian
workers are able to facilitate a voice at a European level.

To date, the Hungarian experience of EWCs is not well documented. Whilst
there is evidence, from the wider CEE community, on their impact (Meardi,
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2004), some attempts have been made to assess their influence in Hungary
(Voss, 2006; Neumann, 2005; Galgoczi, 2003), with the most notable study
undertaken by Voss (2006). In this study, Voss (2006) described the
conditions required under which a Hungarian voice could be strengthened
through the EWC mechanism and these findings were reinforced by the wider
EWC literature (Pulignano, 2005; Knudsen, 2003; Gilman and Marginson,
2002; Lucio and Weston, 2000; Hyman 1997; Streeck, 1997; Kelly, 1996). In
short, Voss (2006) concluded that, in order for a European voice to be
effective for Hungarian members, it had to be set within a cooperative
management culture and underpinned by a strong national industrial relations
background. Indeed, much of the wider literature calls for multi-level
structures to work together and consider the EWC as an opportunity for
cultivating stronger solidarity links across Europe, since union-led
mechanisms are the most powerful in enabling voice (Pulignano, 2005; Lucio
and Weston, 2000; Hyman, 1997).

Yet, whilst Voss’s (2006) study made some logical assumptions about the
value of local mechanisms in supporting the EWC, it failed to fully recognise
the issue of legacy which has come to influence the Hungarian industrial
relations landscape (Neumann, 2006; Frege and Toth, 1999; Toth, 1998a).
Indeed, Hungary’s adoption of a dual channel of representation has not been
without difficulty. In a post-communist era, trade unions experienced their
biggest decline and the introduction of works councils attempted not only to
undermine the union movement but, also, it left the system weak and
fragmented (Neumann, 2006; Aczel, 2005; Galgoczi, 2003; Pollert, 2000,
1999; Toth, 1998b; Hughes, 1992). In turn, the issue of Hungary’s communist
legacies came to influence its current workplace practices, with local
management resistant to move away from its autocratic leadership styles and
workers fearful of management control (Benyo, Neumann and Kelemen,
2006, Mako, 2006). Moreover, the present socio-political climate, in Hungary,
casts doubt over trade union abilities to operate as autonomous, legitimate
and efficient agents on behalf of workers, and, therefore, questions remain
unanswered as to whether Hyman’s (1997) assertion, that unions provide the

most robust voice mechanism, is reflected accurately within this context.
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In light of this, there is a case for investigating further the effectiveness of
EWCs for Hungarian workers of multinational organisations and their
relationships with local level voice mechanisms. Given the empirically based
criticisms which EWCs have faced within Western Europe (Whittall et al,
2007; Waddington, 2005; Timming, 2006; Wills, 2000; 1999; Royle, 1999;
Ramsay, 1997; Streeck, 1997), the study examines, in its assessment of
EWCs, the impact of the UK multinational environment and the existing
system for employee voice in Hungary. In addition, the study establishes
whether, within the EWC forum, worker representatives have created the right
dynamics and strategies for harnessing a voice at both a European and local
level. The study focuses on UK-owned multinationals from the printing,
chemical and food sectors. The decision to use these case studies rested on
two factors. Firstly, the UK industrial relations landscape, historically, lends
itself to a more adversarial approach and its experience of organising local
works councils is limited in comparison to other EU states (Salamon, 2000).
Secondly, in keeping with Gilman and Marginson’s (2002) framework, they
identify ‘sector’ as a contributing factor to the success of EWCs and this may
influence, also, the study’s findings. In summary, this study’s key objectives

were to identify the following:

1) Whether the UK multinational environment, as a home country, shaped

EWCs for Hungarian workers.

2) How Hungary, as a host nation for these multinational enterprises,

responded to participation within the EWCs.

3) Whether prevailing mechanisms of voice in Hungary were able to
harness the European platform to strengthen employee voice.

The following section outlines how these research objectives were achieved.
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1.3 Overview of the Study

Taking a qualitative approach, the study was driven empirically through three
case study organisations, referred from now on as PrintCo, ChemCo and
FoodCo. Each case study represented a UK-owned multinational company
with operations in Hungary and was taken from the printing, chemical and
food industries. Semi-structured interviews were used as the primary research
technique and these were underpinned by observational studies and archival
data analysis. In total, sixty participants agreed to take part in the study
(twenty per case study), comprising of those involved directly and indirectly in
European and local voice mechanisms. Approximately half of the participants
were Hungarian, with the rest based in the UK. Senior UK management,
EWC representatives, local works council representatives, trade union
officials and local management were all involved in the study, with the vast
majority of representatives working as full-time employees. The fieldwork was
carried out between 2007 and 2008 and the data was gathered in partnership
with a senior figure of the Hungarian Chemical Workers’ Union (VDSZ) in
Hungary.

The study followed standard principles in research reporting and began with a
critical review of the existing debates. The literature review is carried out
across three chapters. Chapter two explores the concept of employee voice,
considering, firstly, the inequalities within the employment relationship and
identifying why voice is necessary for workers. The chapter examines, also,
the strength and scope of voice and presents an overview of the varying
mechanisms. It considers, also, the constraints placed on non-union voice
and analyses the role of legislation and the impact of dual channel
representation. Chapter three examines EWCs, as a mechanism of voice,
charting their formation and the emergence of these European structures; the
impact of the multinational environment; and the response of trade unions.
Chapter four provides an overview of Hungary’s political, economic and social
history and how its industrial relations system has responded to these
changes. More specifically, it analyses the impact of Hungary’s Labour Code
(1992) and explores the growth in foreign direct investment and entry to the
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EU. The chapter concludes with an outline of the key literature framework
which sets out the rationale for the study. In chapter five the research
methodology is discussed and the framework, through which the empirical
data is viewed, is introduced. Whilst chapters six, seven and eight present
the empirical findings for each case study organisation, these are analysed
through the empirical framework in chapter 9. Finally, chapter ten concludes
the study by identifying the key findings and demonstrating how the study has
furthered the debates within the field. The limitations of the study are
considered, also, along with a brief rationale for further research. We begin
the study, in the following chapter, by reviewing the debates around employee

voice.
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Chapter 2

Exploring Employee Voice and its Mechanisms

This chapter aims to understand employee voice and its purpose within the
workplace. In order to do so, we need, also, to better understand the
employment relationship and establish what are the characteristics of voice
which make it meaningful and effective. In the current economic climate,
shaped by high unemployment and job insecurity, employee voice has gained
widening public interest and increasing importance at work (Gennard, 2009).
However, voice, as a concept in industrial and employee relations, has been

developed and applied over several decades.

One of the earliest studies to conceptualise voice was undertaken by
Hirschman in 1970. Regarded as a seminal work, Hirschman’s study linked
the notion of exit, voice and loyalty towards consumer brands and used this
formulation to examine customer reaction to the quality of products. Faced
with a choice, a customer can choose to stop buying a product (exit);
complain to the manufacturer (voice); or remain silent and stay loyal to the
brand (loyalty). In his study, Hirschman concluded that voice, whilst the most
complex strategy, was the most beneficial to both the organisation and the
consumer. The framework was adapted later for the workplace where the
discontented shopper was replaced by the discontented worker. In effect, the
study demonstrated that an employee could choose to leave their
employment (exit); voice their concerns to management and work towards
improving them (voice); or remain silent and continue in their role (loyalty). In
Hirschman’s view, the worker would be advised to voice their concerns and

work towards improving relations, rather than exiting or remaining silent.

Indeed, since his work, there has been a growth not only in literature on
employee voice and its relative achievements (Gollan, 2005; Mooney, 2005;
Bryson, 2004; Spencer and Daniel, 1986; Leck and Saunders, 1972) but,
also, more considerable literature on its limitations (Wood and Fenton-
O’Creevey, 2005; Dundon et al, 2005; Bryson, 2004; Poutsma et al, 2003;
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Terry, 1999; Hyman and Mason, 1995; McCabe and Lewin, 1992; Freeman
and Medoff, 1984). Then, the aim is to explore voice and its many
manifestations through the existing evidence.

In order to do so , the chapter examines voice through five sections. The first
section explores the employment relationship and demonstrates how
inequalities in power create a need for employee voice to counterbalance
these imbalances. This is undertaken by examining the conflict of interests
and cooperation between employers and workers; management control; and
worker autonomy. Having ascertained that voice is necessary to combat
power relations, section two looks to define voice and understand how it is
conceptualised. More specifically, it examines voice in terms of its scope and
strength; distinguishing information; consultation and negotiation; and
demonstrating how the choice of mechanisms enhance or impede the
capacity to provide voice. Section three reinforces earlier discussions,
through an evaluation of the empirical literature on voice, by examining
employee involvement and participation schemes and industrial democracy;
and differentiating between individual and collective and union and non-union
channels of voice. Section 4 examines, then, the role of trade unions,
illustrating how their autonomy and power make them the most credible and
effective mechanism for voice, and counterbalancing the inequalities in the
employment relationship. Finally, section five assesses the role of legislation
and dual channel representation, by considering, specifically, the German
statutory model and the implementation of information and consultation in the
UK. The chapter ends with an introduction to European level voice and
EWCs.

2.1 Understanding the Need for Employee Voice in the Employment

Relationship

The overriding purpose of employee voice is to counterbalance the power
inequalities inherent within the employment relationship (Butler, 2005; Kelly,
1998; Hyman, 1997; Hyman and Mason, 1995). For this to be its principal
aim, one has to accept that, fundamentally, an imbalance in power exists and
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that the relationship is built upon a conflict of interests. However, it is
worthwhile noting that there exists significant debate around the notions of
power and conflict. Whilst unitarists believe that conflict is pathological and
built on a notion of mutual gains (Pfeffer, 1998; Huselid, 1995), pluralists and
Marxists view conflict as a key feature of the employment relationship
(Ackers, 2012; Budd, 2004; Ramsay et al, 2000; Kelly, 1998; Kochan, 1998;
Hyman, 1997). However, whilst the nuanced philosophical debates
concerning the employment relationship are not engaged with in detail, it
should be pointed out that at the heart of this examination of employee voice
is an acceptance of the Marxist perspective that the employment relationship
is balanced unfairly in favour of employers to the detriment of workers (Kelly,
1998; 1996; Hyman, 1997; 1975).

Given these assumptions, the purpose of this section is to convey the
importance of employee voice in counterbalancing these inequalities; this is
best achieved through an analysis of the employment relationship and the
nature of the power inequalities.  Firstly, it considers Edwards’ (2003; 1986)
conceptualisation of the employment relationship and the ‘structured
antagonism’ between workers and employers. Then, the reasons for the
existence of these antagonisms are explored through an analysis of power,
demonstrating how Marxist thinking has shaped industrial relations literature.
Then, conflict is discussed, specifically in terms of management’s attempts to
control the employment relationship through worker autonomy and
participation, by referring, in particular, to Kelly’s (1998) mobilisation thesis
and Ramsay’s (1977) ‘cycles of control’. The section concludes with a brief

introduction of union and non-unionised voice mechanisms.

Edwards’ (2003; 1986) analysis of the employment relationship has come to
play a key part in our understanding of the modern day workplace. He
referred to the ‘structured antagonism’ between employers and employees,
insisting that the employment relationship was based upon diverging interests
between employers and employees and that conflict was an inherent element
in the employment relationship. Whilst employers wish to drive down costs in
their pursuit of profit, workers desire better working conditions and pay in

21



return for their labour. Fundamentally, he argued that these antagonisms
could not be resolved. Despite this conflict, he contended, also, that, on a
day-to-day basis, cooperation had to be maintained in order for the ongoing
relationship to succeed. Indeed, Edwards (2003; 1986) demonstrated that
both conflict am¢ cooperation were features of the employment relationship,
an insight which gave rise to the term ‘structured antagonism’. Moreover,
Edwards emphasised several additional characteristics of the relationship.
Management control was a key factor since it was management’s
responsibility to ensure that cooperation was maintained. Further, labour
surplus and exploitation were prerequisites of the relationship, highlighting the
interdependency between workers and employers. This observation was
consistent with Fox (1985), who demonstrated, also, that both stakeholders
had an interest in the welfare of their organisation, arguing that on some level
both parties needed to co-operate. Whilst employers aim to create profit,
workers, too, need the security of employment to survive which can be

achieved only through daily harmonisation of the relationship.

However, one needs to proceed with caution when discussing the mutual
benefits of the workplace relationship, since the aim of the ‘structured
antagonism’, as described by Edwards (2003:1986), is not to detract from the
fact that a conflict of interest between workers and employers does exist and,
fundamentally, shapes the relationship. Indeed, the relationship is predicated
on an imbalance of power and, in order to understand the complexities of the
employment relationship further, it is necessary, firstly, to explore the notion of

power.

In 1974, Steven Lukes published his seminal work, ‘Power: a Radical View'.
Lukes discussed society’s relationship with the state, referring to the ‘three
faces of power’. He concluded that governments controlled people in three
ways: through decision-making power; non decision-making power; and
ideological power. The first is the most overt form of power, in which
governments are seen to be formulating policy and making decisions through
consultation with opposition parties. The second notion of power is the
government’s capacity to control the agenda. That is, what is and what is not,
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discussed or reviewed in an open forum, whilst the third ‘face’ is ideological
power. This is regarded as the most powerful, enabling governments to
influence the wishes and desires of individuals, sometimes to the detriment of
their own self-interests. In short, this theory, at its most rudimentary level,
describes an imbalance of power in the relationship between individuals in
society and the government; however, it is one which can be applied, also, to
the workplace.

Indeed, power and its role within the employment relationship are underlying
themes of a Marxist perspective. According to Marx (1867 reissued in 1990)
employment is a transactional arranged in that a worker is able to sell his
labour in return for a wage, in just the same way that an exporter of goods
sells their products at an agreed price. Labour is a commodity and combined
with materials and other modes of production these provide the means for
capitalism to flourish. However, the labour market is not characteristically like
any other and suffers from inequalities and an imbalance in power which is

heavily skewed in favour of employers

The idea of worker exploitation formed the basis of Marx’s thesis in which he
described how labour surplus — where the value of labour input is greater than
the value received — was, itself, an exploitation of the workforce. The
imbalance derives, fundamentally, from ownership of the means of production
on the part of capitalist employers and, conversely, non-ownership of the
means of production on the part of workers. The idea of labour inequalities in
modern industrialised society dates back to Adam Smith’s critical text 7%e
Wealth of Nations (1776 reissued in 1997) in which Smith referred to the
imbalance between employees and employers (referred to as ‘masters’). He
observed that ‘masters’ constantly rally to curb increases in waged labour and
manage to do so through their role in shaping the industrial landscape and the
legal system which he argued favoured the ‘master’ over the ‘servant’.

The Marxist perspective continued to influence an important current within
industrial relations literature. Blyton and Turnbull (2004:178) referred to
capitalist society as ‘an asymmetry of power between capital and labour’,
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which existed between employer and employee and where the former
possessed more power than the latter. According to Fox (1985), establishing
whose dependency is greater (employer or employee) and who holds the
greater power resources is key. Hyman (2005) agreed, also, that the
relationship was based on inequality and interdependence, whilst Pfeffer
(1981) described the power, exercised by management, as either coercive or
legitimate. Coercive power refers to the extent to which groups or individuals
succeed in achieving a desired outcome through constraint or compulsion.
Essentially, management has the capacity to force workers to comply even if
they are not in agreement with management objectives. In contrast,
legitimate power is much more subtle, in that it may not require management
to exert force but, instead, requires workers’ to legitimise management’s

authority, often implicitly.

Kelly’s (1998) ‘mobilisation theory’, offered, also, a Marxist perspective on the
employment relationship. At the heart of Kelly’s (1998) framework was the
concept of injustice. He argued that the employment relationship was
predicated on injustice and its growth provided the impetus for collective
representation and mobilisation of workers throughout capitalist society. He
highlighted, also, the diverging interests of worker and employer and
suggested that employee, rather than employer, interests be the starting point
for industrial relations theory. Rather than focusing on profit and productivity,
more emphasis should be placed on the conflict of interests and exploitation
of workers. Given the propensity for current debates, within HRM, to focus on
sustaining competitive advantage and how workers, as a valued business
asset, can be employed to create this dynamic (Boxall and Purcell, 2002,
Wright et al, 1994), Kelly’s (1998) thesis adopted a rather different approach,
countering unitarist claims and demonstrating that conflict remained at the

very core of the relationship.

If it is accepted that power is distributed unevenly in favour of management
and, therefore, conflict is innate and determines workplace norms, then,
Ramsay’s (1977) ‘cycles’ theory which charted management attempts to
control the relationship, is explicable. Ramsay (1977) argued that the extent,
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to which workers were allowed to engage in participation, was reliant on
management control and interest. During periods of full employment and
worker militancy, management use participation schemes to combat unrest in
the workplace, whilst, during times of labour quiescence, employers revert to
more non-participatory and autocratic styles of leadership. According to
Ramsay (1980) management’s interest in worker participation is ‘phantom’
and lacks any real meaning or value, since employers simply use it as a self-
serving strategy to maintain control of the relationship. Indeed, not only are
participation schemes designed to reinforce the inequalities prevalent in the
employment relationship but, also, their development and adoption by
management is regarded as a specific attempt at marginalising trade unions
(Kelly, 1998). The argument that worker involvement and participation
schemes have been used as part of union avoidance strategies is presented
later in the chapter. However, what is interesting to note, at this stage, is how
the employment relationship is managed and daily harmonisation secured
through the control of worker autonomy. Essentially, managers are able to
maintain the relationship through awarding workers just enough autonomy to
secure their compliance or — to use a more HRM-led term — create employee

‘commitment’.

As Ramsay’s (1977) ‘cycles’ thesis demonstrates, often, worker participation
is controlled and channeled by management, with employers offering greater
or lesser involvement during differing stages of the relationship. It is for this
reason that the only way in which workers have any chance of
counterbalancing these inequalities and lessening management’s grip, is
through the utilisation of effective employee voice strategies (Kelly, 1998,
1996). However, the choice of strategy plays a key part in its success, with
many mechanisms relying too heavily on management involvement (Butler,
2005). Terry (1999:27) described some of these schemes as ‘...management
emanations subject to management whims...’, labelling some voice
mechanisms as ‘cosmetic devices’, whilst Haynes (2005) believed them to be
no more than ‘toothless wonders’. In short, employee voice can only
counterbalance successfully the employment relationship through trade union

mobilisation and representation, since unions provide the most autonomous
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and legitimate channel through which workers can articulate voice (Kelly,
1998, Hyman, 1997,). Moreover, Freeman and Medoff (1984) concluded that
trade unions provided the only channel through which workers were protected
and management involvement was minimised. These debates, outlining the

merits of trade union-led voice, are returned to throughout the chapter.

So far, this chapter has outlined the purpose of employee voice and
demonstrated how it can counterbalance the power inequalities and conflict
prevalent within the employment relationship. More generally, we have
alluded briefly to union and non-union mechanisms and how non-union voice
has come under scrutiny by some members of the academic community.
The next section aims to build on this understanding of the complexities of
voice by addressing it as a theoretical concept; considering the definitions of
voice; and establishing what makes it effective.

2.2 The Dimensions of Employee Voice

Having established that the purpose of employee voice is to counterbalance
the inequalities in power found within the employment relationship, it is now
necessary to explore the concept of employee voice in more depth. The aim
of this section is to understand the different dimensions of employee voice.
Defining employee voice through a critique of Bryson’s (2004), Armstrong’s
(2006) and Marchington et al's (2001) interpretations enable us to better
comprehend its function and purpose. Then, our understanding of voice is
developed further by examining the strength and scope of voice through the
work of Gospel and Wood (2003), Blyton and Turnbull (2004) and Wilkinson
and Dundon (2010). The section concludes by considering how the

effectiveness of voice can be measured through Hyman'’s (1997) framework.

A number of definitions attempted to encapsulate the essential meaning and
purpose of voice. Bryson (2004: 220) suggested that employee voice was
simply ‘...two-way communication between management and employees...’
whilst Armstrong (2006: 808) believed that it was a system for ‘...ensuring
that employees are given the opportunity to influence management decisions
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and to contribute to the improvement of organisation performance.’
Armstrong’s (2006) definition echoed McCabe and Lewin’s (1992) analysis
which referred to the management’s communication to workers and their

involvement in management decision-making.

However, there were striking differences between these definitions and, in
some ways, they raised more questions than they provided answers, and,
arguably, did not explain the essence of voice. Firstly, Bryson’s (2004)
definition discussed voice in terms of a communication tool, indicating that it
was merely a mechanism for dialogue between management and staff. This
interpretation seemed to present a version of voice which was weak in terms
of its ability to counteract this imbalance of power within the employment
relationship. There was no suggestion by this definition that voice could
achieve outcomes for workers, or that its purpose was to harness power for
workers. For these reasons it seemed to offer an unsatisfactory and overly
reductive analysis. In contrast, Armstrong’s (2006) definition extended the
remit, linking voice with influence over management decision-making. This
suggested that the role of employee voice was consultative and the definition
provided a slightly more robust interpretation of its aim and purpose.
However, this failed still to acknowledge power and conflict which both lie at
the centre of the employment relationship and provide the impetus for using
employee voice mechanisms. Moreover, Armstrong’s (2006) understanding
put performance and the needs of the organisation at the heart of voice, a
prioritisation which ran counter to Kelly’s (1998) perspective which put the
needs of the employee at the core.

In attempting to find a more robust interpretation of the concept of employee
voice, the work of Marchington et al (2001) is considered now. They argued
that voice primarily allowed workers to raise and rectify issues with
management; in turn, this helped to prevent a breakdown in the employment
relationship. It counterbalanced, also, management power through collective
measures and, lastly, it ensured viable working relations in the long term,
demonstrating a mutual and cooperative relationship between management

and workers. In the main, this definition encapsulated a more explanatory and
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complex picture of employee voice. Key to this interpretation was its
recognition of the power imbalance which lay within the employment
relationship. By alluding to the exercise of power within the employment
relationship, it demonstrated that the purpose of voice was to counterbalance
these inequalities. Marchington et al (2001) suggested, also, that by
articulating voice, workers could ‘rectify’ issues and, therefore, influence
decision-making and assume that conflict and co-operation existed
concurrently within the employment relationship (Ackers, 2012). This position
was consistent with Edward’s (2003, 1986) ‘structured antagonism’.

However, whilst Marchington et al (2001) referred explicitly to the use of
collective voice measures, they did not specify whether these should be union
or non-union led. Within the Marxist perspective, a central tenet is that unions
provide the most salient mechanism for delivering voice (Kelly, 1998; Hyman,
1997; Freeman and Medoff, 1984). Hyman’s (1997) analysis provided the
most robust argument for adopting trade union voice mechanisms. To
understand this more fully, it is necessary to explore the complexities,
strength and scope of voice through other analytical frameworks.

Conceptually, voice can operate on three levels: information; consultation;
and negotiation. According to Gospel and Wood (2003), at its most basic
level, voice provides a process for acquiring information or operates as a
communication network, allowing managers to convey information using a
top-down approach. This interpretation is in keeping with Bryson’'s (2004)
definition in which voice acts merely to aid communication within the
employment relationship. It offers no tangible outcome for workers, nor does
it provide them with any real opportunity to engage in decision-making. In
short, mechanisms, which operate at this level, offer a weak and somewhat

unsatisfactory platform for meaning worker voice.

Gospel and Wood (2003) identified consultation as a more enhanced
measure of voice which promoted two-way dialogue between workers and
managers. This assessment was in keeping with Armstrong’s (2006)
interpretation of voice, although it should be added that he referred to the
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capacity for workers to influence decision-making, which was not outlined
explicitly in Gospel and Wood'’s (2003) understanding of consultation. Indeed,
this distinction is important, since the opportunity to engage in consultation
does not suggest necessarily a worker’s right to influence decision-making.
Only at the point of negotiation, do workers earn the right to influence
management decision-making and it is, at this level, that voice is most
prominent. Often associated with collective bargaining, negotiation offers the
most meaningful outcomes for workers. Operating at the full end of voice
spectrum, this supports earlier claims that unions provide the most robust
structure for delivering employee voice (Kelly, 1998; Hyman, 1997; Freeman
and Medoff, 1984).

Blyton and Turnbull’s (2004) continuum of participation enhanced further an
understanding of voice. They suggested that employee voice schemes lay
somewhere between the ‘no involvement’ and ‘employee control’ extremities
on a notional continuum. Indeed, they identified five stages along the
continuum: no involvement; receiving information; joint consultation; joint
decision; and employee control. The key point is the difference between
employee influence and involvement. ‘The main distinction along the
continuum lies between consultation and joint decision-making, for under the
latter, employees (or their representatives), formally secure access to exerting
influence rather than simply being involved in the decision-making process.’
(Blyton and Turnbull (2004: 255). Moreover, they acknowledged that, for
some critics, it was only at this juncture, where influence superseded
involvement, that genuine worker participation and employee voice took place
(Blyton and Turnball, 2004; Ramsay, 1980). This is significant for an
understanding of meaningful and effective voice, since if the purpose of voice
is to counterbalance the inequalities within the employment relationship, it

must exert some influence over management decision-making.

Wilkinson and Dundon’s (2010) framework developed further the concept of
voice and included employee ‘control’ in their assessment. Their
interpretation referred to ‘codetermination’ rather than ‘negotiation’, perhaps
signalling a shift away from the traditional trade union language of collective
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bargaining and a move towards including non-unionised mechanisms of
voice. The term ‘codetermination’ originated in Germany where workers are
given the right to influence decision-making by sitting as representatives on
the management board. This practice is not common outside of Germany
and, for example, codetermination is notlegally binding in the UK and other
countries in Europe (Keller and Kirsch, 2011; Royle, 2002). With reference to
Wilkinson and Dundon’s (2010) analysis, the term ‘negotiation’ seems a
somewhat ambiguous choice when discussing the realms of employee voice.
However, by moving away from traditional trade union terminology, Wilkinson
and Dundon (2010) led us to assess a wider variety of collective voice
mechanisms. Indeed, the choice of mechanism is determined largely by the
ideologies which underpin it, and Wilkinson and Dundon (2010) explained,
also, how ‘depth’, ‘level’, ‘scope’ and ‘form’ helped to define and determine

voice.

Understanding that employee voice is complex, Wilkinson and Dundon (2010:
173) aimed, through their analysis, to ‘...unpack the purpose, meaning and
subsequent impact of employee participation.” The fourfold framework
distinguishes the existing variations in employee voice. ‘Depth’ refers to the
extent to which employees have influence in decision-making. ‘Level’
considers where voice takes place either at department, plant or corporate
level. ‘Scope’ refers to the range of issues discussed, from canteen facilities
to plant closures, and ‘form’ considers the type of schemes in use,
differentiating individual and collective measures from union and non-
unionised channels. The framework accepts that some voice mechanisms
operate on more than one level and, in some cases, a works council, which
operates as a non-unionised collective voice mechanism, may provide only
information but, at other times, may engage in consultation. The framework
conveys not only the types of mechanisms available but, also, the level at
which they operate. To a large extent, Wilkinson and Dundon’s (2010)
analysis highlighted the intricacies and problems in defining voice, since it
revealed a number of mechanisms which could be seen to provide voice.

The framework demonstrates, also, that some of these mechanisms offer
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more to workers than others in their attempt to counterbalance the inequalities
found within the employment relationship.

Having established that employee voice mechanisms took different forms and
that interpretations of their nature and efficacy differed widely, Hyman (1997)
concluded that there was no simple explanation to what constituted effective
voice. Essentially, voice cannot be measured objectively and its evaluation
will be open always to qualitative criticism. However, in making sense of the
phenomena, Hyman (1997) argued that voice had to contain three vital
components: autonomy; legitimacy; and efficacy. Autonomy refers to the
impartiality of the representative mechanism and its independence from the
employer. Moreover, in voice, autonomy requires, also, there to be sufficient
distance from rank and file workers; this means that independent
representatives (usually through a trade union) provide the most satisfactory
channel of voice. In Hyman’s (1997: 311) view, ‘...successful interest
representation requires a strategic perspective on costs and benefits, risks

and opportunities...” and only those representatives, who were impartial,
could assimilate the ‘...contradictory grievances and aspirations...” of the

workforce.

According to Hyman (1997:311), ‘Legitimacy is the precondition of the
representativity of representatives who enjoy relative autonomy from their
constituents.” In short, legitimacy is earned through historical precedent and
the track record of those representing the workforce. Legitimacy can be lost,
therefore, if there is no evidence of tangible outcomes. Such an outcome can
be the source of difficulties if representatives find themselves in situations
where an agreement with management is difficult to achieve. However,
Hyman (1997) referred to the ‘mobilisation of bias’ and argued that, in some
situations, the skill to inform, explain and argue, all formed part of the process
of legitimisation. Moreover, he argued that representatives can legitimise
their actions, also, by existing rules and norms. In short, autonomy and
legitimacy are linked intrinsically and, in quoting Regalia (1988: 351), Hyman
(1997) suggested that the interaction between these two components created
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an ‘...ambivalent and evanescent relationship’ between workers and their

representatives.

The last component of Hyman’s (1997) framework is efficacy; this is the most
difficult concept to define because of its subjective nature. Measuring the
success of representation objectively is no easy task and an analysis of
efficacy requires always some form of qualitative and, therefore, subjective
critique. However, Hyman (1997: 311) believed that its “...achievements must
be viewed as relative to what is potentially attainable...’. Therefore, Hyman
(1997) conceptualised efficacy by referring to the organisational capacity of
both the representative and the non-representative body to acquire
information; formulate a strategy; and implement it competently. He argued,
also. that the success of employee voice was not based only on the skills of
the representative and the mechanism but, also, the relationship which they
might have with those they represented.

Hyman’s (1997) framework made an important contribution to the literature
which defined employee voice and representation. Furthermore, it acted as a
central measure within this study of EWCs, since Hyman (1997) concluded
that trade unions were the only body which, adequately, could provide
autonomous, legitimate and efficient means for delivering voice. In essence,
trade union efficacy is borne out of their competences and achievements and
their relationship with their membership. Indeed, there is a substantial body of
work which supported Hyman'’s belief that union voice was the most effective
(Butler, 2005; Coats, 2004; Gospel and Wood, 2003; Terry, 1999; Kelly, 1996;
Kirkbride, 1992; Freeman and Medoff, 1984). Fishman’s (1995: 4) analysis
echoed, also, with Hyman’s (1997) framework and suggested that there were

‘

three interlinked principles which guaranteed effective voice ‘... collective
institutions which enable citizens to achieve democratic representation,
[legally binding] institutions.... which embody equality of representation and
citizens choice of representatives within these institutions.”. Fishman’s (1995)
analysis supported largely Hyman’s (1997) analysis which we return to again

when we explore employee voice and the role of trade unions.
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Having demonstrated that there were wide ranging conceptual interpretations
of voice and what it offered to workers in its strength, scope and composition,
evaluating effectiveness can be undertaken only successfully if there is a
clear understanding of its function and purpose. To this end it can be
deduced that employee voice can counterbalance only the inequalities in the
employment relationship if it allows workers the opportunity to influence
management decision-making, ideally through negotiation. However, where
there is an absence of negotiation, employee consultation is the next best
alternative; however, for this to be effective, it must prove meaningful. This is
best achieved through unionised mechanisms of voice, which offer the most
effective measure, by providing autonomy; legitimacy; and efficacy in worker
voice (Hyman, 1997). To demonstrate this further, the following section
explores the types of voice mechanisms available, and examines some of the
empirical research evidence around employee involvement; participation; and
industrial democracy. In particular, the next section considers how individual
and collective mechanisms work in practice and evaluates their limitations in

providing employee voice for workers.

2.3 Exploring the Effectiveness of Employee Voice through Individual

and Collective Voice Mechanisms

During recent decades, the number of individual (or direct) voice mechanisms,
in operation, has almost doubled, whilst the number of collective (or indirect)
methods has halved (Gollan, 2005; Millward et al, 2000). Such developments
reflect a shift towards the introduction of employee involvement schemes
which focus on the role of the individual worker and a move away from
unionised methods (Salamon, 2000; Hyman and Mason, 1995). This section
draws upon empirical evidence to distinguish individual and collective non-
unionised channels and discusses their value as credible voice mechanisms,
by paying particular attention to their limitations in counterbalancing the
inequalities within the employment relationship. In addition, the section
introduces the concept of industrial democracy as an effective alternative to
these widely used involvement and participation schemes, arguing that
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striving for industrial democracy should be an overarching aim for those

engaged in employee voice.

In general, involvement schemes and individual voice mechanisms follow a
unitarist, HRM-based framework taking productivity and performance as their
main driver. The influence of most mechanisms aid communication
strategies, between workers and managers and employees, is focussed
largely on improving performance (Salamon, 2000). Geary (1994) referred to
this as task participation since, often, employee involvement strategies were
geared towards improving productivity and efficiency. Teamworking, quality
circles, staff attitude surveys and employee empowerment schemes all
provide workers with an opportunity for individual employee engagement.
Many of these mechanisms emanate from Total Quality Management (TQM)
(Burchill 2008). However, despite the growing appeal of these mechanisms,
they have been subject to criticism by academic writers (Dundon et al, 2005;
Gollan, 2005; Haynes, 2005; Kelly, 1996) on the grounds that they operate as
information tools, offering much weaker opportunities for engaging in
employee voice (Wilkinson and Dundon, 2010; Blyton and Turnbull, 2004;
Gospel and Wood, 2003).

Legge (1999) noted that the principles of TQM and the individual approach did
not always work in practice. Whilst the system promotes flexible team-
working; an internal client ethic; and opportunities to demonstrate initiative,
often, TQM practices can create an unhealthy environment in which staff
members feel obliged to suffer in silence. The pressure, placed upon those
working as a team, can cause added stress for employees who end up
working harder and longer to redress the mistakes and errors caused by
others. The end result can create a sense of ‘big brother’ surveillance,
whereby colleagues watch each other continually instead of developing a
strong and positive group dynamic. Moreover, the evidence shows that direct
measures can create work intensification, but, in return, offers no more
satisfaction (Gollan et al, 2001; Ramsay et al, 2000). Furthermore,
involvement does not increase productivity necessarily and any attempt by

managers to increase performance through direct measures can result in ‘rent
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seeking behaviour’, whereby workers attempt to make gains for themselves,
rather than for the greater good of the organisation (Mizrahi, 2002).

In order for employee involvement schemes to be effective, Qvale’s (2003)
study of hotel workers in New Zealand suggested that staff needed to be
engaged, not only in the daily routine of problem solving but, also, in the
consultation process at a strategic level. Programmes designed to encourage
problem solving amongst staff were seen to have a very positive impact upon
hotel workers. However, two key findings from the study underpinned the
success of this programme. Firstly, the attitude of management was largely
positive and there was a notable commitment to installing effective
communication strategies. Secondly, and perhaps more pertinently, Qvale’s
(2003) study demonstrated that it was the combination of both individual and
collective methods which enhanced voice. Research shows that individual
methods alone do not provide an effective strategy and, thus, the need for
collective or indirect representation needs to be strengthened. Indeed,
Prosser (2001 cited in CIPD 2001) argued that ‘...collective voice achieves
what the lone voice could never do: it humanises and civilises the

.

workplace... ‘. Collective voice, therefore, provides a much better opportunity
for workers to be heard, protecting them directly from management
discrimination, but allowing them to raise their concerns in a more

constructive environment (Gollan et al., 2001).

Employee participation focuses on collective representation which, in its
form,is both union and non-unionised. Often, these mechanisms are
designed to provide workers with indirect influence over decisions which may
affect them at a local and strategic level. Participation schemes attempt to
counterbalance some of the prevailing forces, found within the employment
relationship, by focusing on working conditions and employee interests, rather
than restricting employee influence to task-based issues (Salamon, 2000).

Traditionally, trade unions have been at the forefront of collective
representation. However, the emergence of company-led schemes has
gained significant prominence and two significant factors can be identified for
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this change (Sako, 1998). Firstly, the deregulation of the economic markets,
particularly across Europe, has increased the number of multinational
organisations and given support to globalisation. In turn, the changing
business environment has brought about a shift in attitude towards the
employment relationship and employee voice. As a consequence, the
perception and role of the trade unions has changed and membership has
declined steadily (Kersley et al., 2006; Gospel and Wood, 2003; Visser,
2002). Evidence suggests that non-unionised companies which adopt high
performance strategies and employee participation initiatives, as part of a
wider HRM model, are becoming rapidly the preferred model for managers
(Gollan, 2005). With declining union densities on the rise, those eligible for
union representation has shrunk and the non-unionised approach allows both
parties to work collectively together and face the external challenges more
effectively (Mooney, 2005).

In broader terms, Wilkinson et al. (2004) identified three ways in which this
type of non-unionised collective forum could have a positive outcome for both
workers and managers. Firstly, if workers perceive that their views count, this
is likely to bolster positive employee attitudes and to createa more committed
and loyal workforce. Secondly, the change in attitude could encourage lower
attrition rates and increase productivity, both on an individual and group basis,
and, thirdly, sharing ideas and the process of knowledge transfer between
staff and management could prompt better management decision-making and
create more harmonious working relations. In many respects, it is in the
interest of management to develop employee participation schemes and give
workers a voice mechanism since it promotes employee satisfaction which, in
turn, boosts productivity and performance (Gollan and Wilkinson, 2007; Guest
and Peccei, 2001).

Employee participation has made way, therefore, for a new kind of collective
voice, which received strong support from the EU, which was instrumental in
legitimising worker participation through the EWC (94/45/EC) and, latterly, the
Information & Consultation Directive (02/14/EC). Both provide workers with a

European and a national framework for engaging in company level
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consultation. However, their introduction has received a mixed response.
Critics of the approach voice concern primarily over union marginalisation and
there is substantial evidence that these mechanisms offer a much weaker
voice for workers than trade unions (Wood and Fenton-O’Creevey, 2005;
Dundon et al, 2005; Kelly, 1998; Ramsay, 1997; Streeck 1997).

To some extent, non-unionised collective voice mechanisms help reinforce
the view that conflict and cooperation are both key elements in the
employment relationship (Ackers, 2012; Edwards, 2003; 1986). However,
here, there is an interesting dichotomy in that, whilst they claim to have the
interests of both manager and worker at their core, they fail to fulfil the most
basic worker needs and avoid addressing the issue of power in the
relationship. Dietz et al's (2005: 300) study of a UK clothing manufacturer
illustrated the problem of taking a non-unionised, collective approach and how
management retained control, in the workplace, whilst peddling a mutual
gains, high performance work agenda. The study showed how senior
management believed strongly that trade union involvement, at the site, was
unnecessary if time was spent on cultivating the right atmosphere. The
introduction of a partnership agreement between staff and management
demonstrated a commitment from both sides to create a positive and
harmonious working environment. As part of the agreement, the staff were
asked to work on a more flexible basis in return for guaranteed job security to
those who had two years’ service. Training was provided, also, for workers
who believed that they were given sufficient opportunity by management to
have meaningful input to the decision-making process.

On prima facie grounds, the arrangement promoted a mutual gains approach
and seemed to provide worker satisfaction through training and participation.
It increased productivity through flexible working hours; team-working; and job
satisfaction.  However, for the scheme to work employee ‘buy-in’ to the
company philosophy was paramount and some workers were sceptical of the
scheme. For some, the attempt at cultural harmonisation was perceived as a
form of staff indoctrination. A shop floor worker commented that the culture

‘... is a bit brainswashy... they [the managers] feel we should be all the same,
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but we have different personalities and different reactions.” In creating this
environment, management cocooned their workers effectively in a culture
which lacked diversity and remained largely management dominated. More
importantly, the study highlighted a pay deficit, where average wages in the
factory were below the labour market average. Indeed, within the
organisation, comparatively, both staff and middle managers were underpaid.
This non-unionised scheme, which promoted actively the marginalisation of
the unions, was ineffective in achieving the basics in bargaining and
increased wages, calling into question the real benefits of non-unionised
voice. Throughout its set-up, control and power remained firmly in the hands
of management and there was no evidence of worker influence. Whilst the
scheme might have created an environment of empowerment and
engagement, two commonly used terms within the HRM literature; workers
paid the price — quite literally — for remaining union free.

The example highlighted further the flaws embedded within the employee
involvement approach, reinforcing the fact that a conflict of interests between
workers and employers remained entrenched within the employment
relationship. Moreover, the existing empirical literature around employee
voice lends itself largely to a more critical assessment of non-union
participation, demonstrating how management control the relationship and
how ineffective these approaches of mutual gains are for workers seeking to
redress this imbalance (Dundon and Gollan, 2007; Bonner and Gollan, 2005;
Haynes, 2005; Lloyd, 2001; Terry, 1999).

The concept of industrial democracy offers a much stronger basis for
employee voice insofar its ‘hard’ version is concerned; its aim is to establish
worker control. According to Salamon (2000: 370) the key objective of
industrial democracy ‘... is the establishment of employee self-management
within an organisation, whose ownership is vested in ether the employees or
the State and whose managerial function is exercised ultimately through a
group, elected by the employees themselves, which has the authority over all
decisions of the organisation, included the allocation of ‘profits’ between extra
wages and reinvestment.’. This position is consistent with the Marxist
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perspective on the employment relationship in that it addresses the imbalance
in power and management control and offers a definitive approach to
employee influence. Moreover, it resonates with Blyton and Turnbull (2004)
and Wilkinson and Dundon’s (2010) understanding of voice. However,
Hyman and Mason (1995:8) suggested that the likelihood of such an
arrangement existing was slim in the current market economy. They argued
that ‘... any worker or activist concern for industrial control has been
fragmented and displaced by defensive struggles to retain individual
employment and to protect employment rights.” Indeed, given the shift
towards more unitarist measures and the establishment of employee
involvement schemes, this seemed to be an accurate account of industrial
democracy in the contemporary workplace. In truth, industrial democracy is
the only approach which offers a credible and feasible opportunity for
counterbalancing the inequalities in the employment relationship and working
towards it should remain a key objective for those attempting to hold
management to account. To establish how such an objective can be pursued,
it is necessary to examine the role of trade unions and their capacity to
provide voice. Following the earlier analysis of Hyman’s (1997) framework,
the next section explores the power of trade unions in more depth,
demonstrating why they offer the most robust mechanism of voice for

workers.

2.4 Employee Voice and the Role of Trade Unions

No examination of employee voice would be complete without exploring the
role of trade unions. The aim of this section is to reinforce earlier claims
made that trade unions deliver the most effective channel for voice. The
section begins by looking at how management has embraced non-unionised
mechanisms in order to counterbalance union power. It reinforces concerns
over the shortcomings of non-unionised forums and demonstrates the
sanctions available to trade unions and how industrial action and collective
bargaining act as key indicators of union strength. Moreover, the section
illustrates how, in keeping with Hyman’s (1997) framework, trade unions
operate as autonomous, legitimate and effective agents in their provision of
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employee voice. Towards the end of the section, we address the challenges
faced by unions in terms of membership density and worker apathy and, also,
the structure of dual channel representation is introduced.

It has been considered often that management’s underlying objective, when
introducing non-unionised schemes such as quality circles or works councils,
is trade union marginalisation, using it as part of a deliberate union avoidance
strategy (Dundon and Gollan, 2007; Willman et al, 2006; Watling and Snook,
2003; Lloyd, 2001; Bryson, 2000; Kelly, 1998, 1996). Gollan (2005) referred to
these non-union mechanisms as union ‘substitutes’, whilst Lloyd’s (2001)
case study, of an aerospace company, documents in explicit terms the
lengths which management was willing to go to derecognise the trade union
and replace it with a non-unionised employee council. Dundon and Gollan
(2007) suggested that, in some cases, management’s union avoidance tactics
are not only sophisticated but, also, increasingly ruthless in nature. Many
managers favour non-unionised methods of voice because they are less
adversarial and more harmonious in their structure (Gollan and Wilkinson
2007). Indeed, findings, amongst senior management, indicate that they are
more inclined to listen to requests made by non-union representatives than
unionised members (Bryson, 2000). This attitude presumes that unions
undermine and threaten management control and, therefore, this offers weight

to the argument for unionisation.

There is, however, evidence to counter the claim that union avoidance is a
deliberate strategy employed by management. Findings by Millward et al.
(2000) indicated that not all management sought actively to exclude the
unions through non-unionised participation, but that the existence of non-
unionised mechanisms provided management with the potential for avoiding
union conflict. So, whilst it may not always be management’s intentions to
implement a union avoidance strategy, its introduction may still have the effect

of weakening union influence.

Those, critical of non-unionised collective representation, highlighted its

limitations in providing workers with a satisfactory mechanism for voice. Terry
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(1999:27) Dbelieved that what non-unionised voice delivered was
‘...consultation for the good times...” and, during periods of economic growth,
management were content to involve staff representatives in the decision-
making process. However, during times of decline, they withdrew the
opportunity for participation. This resonates partially with Ramsay’s (1977)
‘cycles’ theory, discussed earlier and suggests that managers are only ever
agreeable to promoting worker voice, so long as it is never truly meaningful.
Gollan (2000) echoed these assumptions, claiming that, whilst management
continued to be able to veto staff requests and control the content of these
meetings, non-union collective representation would play always lip service to

worker participation and never provide effective representation for staff.

Unlike trade unions, non-unionised employee forums are not free to establish
their own strategies, unless they are in keeping with management’s own
policies and decision-making procedures. In the main, these mechanisms are
manifestations of management policies which serve to create a sense of
worker engagement, but without offering any tangible outcomes. Dundon et
al. (2005) suggested that, in the end, non-unionised voice mechanisms only
allowed workers to influence the ‘tea and toilet’ issues of everyday working
lives, whilst Terry (1999) believed that non-union voice remained a fragile
invention which did not exert the same authority and power as trade unions do

over management.

This discussion prompts some key questions. Having critically evaluated the
meaning of non-union voice and established that it offers a much weaker
channel of collective representation, we need to understand how unionised
mechanisms differ. Moreover, how is the success of trade unions measured
and what sanctions can be imposed by unions to counterbalance the
employment relationship inequalities? Salamon (2000: 93) defined a trade

union as ‘... any organisation, whose membership consists of employees,
which seeks to organise and represent their interests both in the workplace
and society and, in particular, seeks to regulate the employment relationship
through the direct process of collective bargaining with management.’. Firstly,

in implicit terms, this definition differentiates between worker and
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management interests, reinforcing the existing conflict and adversarial nature
of the employment relationship. Secondly, it refers to the use of collective
bargaining as a mechanism for engaging with management. The process of
collective bargaining is returned to later but, for the moment, let us briefly
revisit the notion of power and demonstrate how trade unions can act to

counterbalance it.

We established already that power plays a central role in the employment
relationship and that key to the Marxist paradigm is a power imbalance
caused by the modes of production and an uneven distribution of wealth.
Moreover, a surplus in the labour market creates further inequality for those
seeking employment. Therefore, only when demand for labour is greater than
supply does the relationship become more balanced. As Hyman (1975: 23)
noted ‘it is true that the possession of scare skills or the existence of a tight
labour market may help to lessen the imbalance.... For, whilst the powers of
the employer are enormous, he is at the same time ‘dependent’ on his labour
force” What Hyman recogniseds that whilst the employment relationship
favoured employers, they were equally reliant on the labour force to sustain
profitability. This is a key point on two counts. Firstly, Hyman (1975)
highlighted that there existe a need for cooperation within the relationship,
demonstrating that, whilst workers need employment, so, too, did employers
needing workers. This echoed with earlier analyses where both conflict and
cooperation were seen as part of the relationship (Ackers, 2012; Edwards,
2003, 1986). Secondly, and perhaps more importantly, Hyman (1975)
suggested that workers had some control over the relationship, since,
although external markets played their part, in determining the surplus,
workers themselves had, also, the capacity to restrict the availability of their
resources. However, workers could not undertake this role alone and this
was where trade unions played a critical role in counterbalancing these
inequalities (Butler, 2005; Salamon, 2000).

The power of trade unions can be measured in a number of ways. Firstly,
membership density provides a common means for identifying their strength,
both not only in terms of their popularity amongst workers but, also, in the
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financial resources they provide (Kirkbride, 1992; Martin, 1992). The
frequency of strike action acts, also, as a measure, although it can be argued
that threat of strike action rather than the implementation of it, acts as a more
powerful enabler and deterrent (Kelly, 1998; Darlington, 1994). Furthermore,
the number of collective bargaining agreements in place and the negotiated
outcomes these have produced for workers is another key indicator of their
success in providing voice (Kirkbride, 1985). However, these are not always
the most accurate and effective ways to measure union strength (Kelly, 1998;
Martin, 1992; Kirkbride, 1985; Martin, 1992). Indeed, whilst Hyman (1997)
would agree, also, that the outcomes from collective bargaining demonstrate
the legitimacy and success of trade unions, Hyman argues that it is generally
difficult to measure their success objectively, given that the outcomes of voice
are open to qualitative and subjective interpretations. Nonetheless, the
existence of collective bargaining agreements and the capacity to engage in
industrial action remain the rights of the trade union and this, alone, allows

them to exert more power than non-union channels of representation.

Returning to Hyman’s (1997) framework, it is necessary to demonstrate, also,
how trade unions fulfil the autonomy, legitimacy and efficacy required for
effective voice. Firstly, by their very nature, trade unions operate as
autonomous agents since they are independent of the company with whom
they enter into negotiations on behalf of their worker members. Towers’
(1988:184) argued that trade unions provided the necessary ‘... checks and
balances which compose capitalist, liberal democracies.” Their autonomy is
suggested, also, through the regulatory framework, which surrounds and
enshrines their role and function. Moreover, the industrial relations legislation,
which exists nationally, also acts to legitimise their existence as institutional
agents and their aims in holding management to account for their actions. In
the UK, for example, the Employment Relations Act (1999), aimed at
strengthening the role of trade unions by promoting their formal recognition in
the workplace, has helped to re-establish their purpose in protecting worker
interests. However, it is the role of collective bargaining, which lies at the
very heart of unionism, that not only legitimises them but, also, provides the

necessary process through which, collectively, workers can counterbalance
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power within the employment relationship (Salamon, 2000). Collective
bargaining requires management and unions to negotiate together and, as
discussed earlier, negotiation provides a much more robust strategy for
ensuring employee influence and meaningful voice (Wilkinson and Dundon,
2010; Blyton and Turnbull, 2004; Gospel and Wood, 2003). This helps not
only to bring about outcomes for workers but, also, helps to legitimise its role

as a mechanism for voice.

This leads to the issue of efficacy. If employee voice is only truly effective
when it prompts employee-influenced decision-making (Marchington et al,
2001), then, it is only at the level of negotiation, through trade union collective
bargaining, that voice can be regarded as effective. Moreover, success
according to Hyman (1997) is based, also, upon the relationship between the
workforce and those who seek to represent them. Therefore, union
membership acts as an indicator of worker support for those who represent
them collectively and reaffirms the position held by the unions in the
workplace. However, decline in union density is a reoccurring theme within
the literature and it is important to recognise how reductions in union
mobilisation have challenged the trade union movement (Ackers, 2012; Blyton
and Turnbull, 2004; Machin, 2003). In recent decades, UK union density has
fallen consistently and membership figures now sit at around thirty per cent of
the UK workforce, almost half of that in the mid 1970s, when density was
around fifty eight per cent (Gall, 2007; Machin, 2003).

In Hungary, union membership is half current UK figures at seventeen per
cent. During the communist regime, all Hungarian workers were required
legally to be union members (Gennard, 2007; Aczel, 2005). This drop in
membership is reflected elsewhere in Europe but, despite this changing
landscape, unions and governments have attempted to create new and
innovative ways of mobilising and maintaining union influence. In the UK, for
example, government-led initiatives such as partnership agreements have
attempted to redefine trade union roles (Guest and Peccei, 2001; Haynes and
Allen, 2000). Yet, the question remains whether trade unions can continue to
counterbalance power inequalities alone and there is a possibility that the
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future of collective representation might require a dual channel (with national
works councils) or multi-level approach (with EWCs), operating in tandem with

these new and emerging collective voice mechanisms.

Another challenge, for employee representatives, is employee apathy.
Despite claims, today, that, increasingly, workers are dissatisfied at work and
desire a greater say in the workplace, there is little evidence that union or
non-union collective participation schemes have garnered support amongst
employees (Freeman et al, 2007; Kersley et al, 2006; Terry 2003). Findings
show that, often, employee representatives’ posts are unopposed and, also,
electoral turnout is low (Freeman et al, 2007; Haynes, 2005; Bonner and
Gollan, 2005; Coats, 2004). Terry (1999) suggested that what prevented
workers from actively participating — particularly in non-union mechanisms —
was a belief that they had little weight influencing decision-making and,
consequently, workers were increasingly apathetic towards them. Gollan et al
(2001) considered apathy to be borne out of a mix of both frustration and
disinterest, since there was evidence that managers made decisions prior to
engaging in any form of employee involvement or participation scheme and,
also, this had some bearing on their credibility amongst the workforce.

Of course, there are other explanations of why workers are apathetic and
evidence shows that fear of management can act as a deterrent. Workers
may often be reluctant to speak about issues, particularly on behalf of the rest
of the workforce, because they believe it will end badly, either as a group or
for workers as individuals (Tamuz, 2001; Morrison and Miliken, 2000; Roberts
and O'Reilly, 1974). Freeman et al (2007), also, acknowledged that
management’s hostility towards participation often prevented workers from
engaging. However, the decision to remain silent, ultimately, can undermine
employee trust and morale and result in inadequate business decision-making
(Tamuz, 2001; Morrison and Miliken, 2000; Roberts and O’Reilly, 1974). This
issue is returned to later in the study when we explore more specifically the

Hungarian industrial climate and its socio-political legacies.
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Indeed, it is important to highlight that one of the limitations of Hyman’s (1997)
framework is that it takes a Western perspective of voice. Whilst no one
denies the importance of trade unions in counterbalancing power and
providing voice, there is a possibility that the political, economic and cultural
legacies, within the trade union movement elsewhere in the world, may
prevent unions from operating as autonomous, legitimate and efficient agents.
This, therefore, questions whether Hyman’s (1997) analysis offers a suitable
measure of voice in the context of Hungary and whether, historically,
Hungarian unions have the capacity to influence decision-making in the same
way as Western trade unions. We return to this issue later in the study but, at
this point, address the role of legislation and exploring in more detail the

emergence of dual channel representation.

2.5 The Role of Legislation and Dual Channel Representation

Theoretically, union and non-union voice mechanisms can coexist under a
system of dual channel representation and this section explores the
relationship between these two channels of voice. Since legislation has come
to play an increasingly important role in the development of voice
mechanisms, this section commences by setting out the remit of German
works councils. Throughout the development of EU social policy, the German
model of industrial relations has influenced partially EU attempts at creating
European and national level information and consultation forums; so
understanding the German system forms an important part of understanding
EWCs and information and consultation. As the UK interprets these EU
directives and implement employee voice forums, the section draws, also,
distinctions between statutory and employee driven models of participation,
by considering specifically the UK’s Information and Consultation for
Employees (ICE) regulations, as well as the difficulties in setting up these
forums. Towards the end of the section, the role of trade unions, in this
developing model of voice, and the introduction of EWCs is discussed. Firstly,

Germany’s dual channel system is considered.
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Popularised in Germany, the dual channel of representation is an established
model of voice, in which trade unions work alongside works councils (Bicknell
and Knudsen, 2006; Streeck, 1997). Under the system, the roles of the trade
union and the works council are distinct. Whilst works councils provide
employees with the opportunity for participation at enterprise level, trade
unions maintain their role in providing traditional collective bargaining and pay
negotiations at sector and national levels (Whittall and Tuckman, 2008;
Watling and Snook, 2003; Gollan et al, 2001). The German system has
informed since EU social policy and come to influence other national
structures of voice through the implementation of Directive 02/14/EC
introducing information and consultation (Bicknell, 2007). Indeed, Hungary
has a long established dual channel of representation. Set up prior to its
involvement with the EU, the Hungarian model is largely influenced by the
German system and the statutory works model, which we now focus on
(Neumann, 2006, 2005; Galogoczi, 2003; Lado, 2001).

One key factor, which separates German from other dual channel systems, is
the high level of regulation. German dual channel representation is based on
a statutory rights model of voice whereas other models, for example in the UK
where information and consultation forums have more recently been
introduced, have been based on a more voluntarist, employer driven model
(Marchington et al, 2011; Royle, 1998). In short, what differentiates these
approaches is the level of legislation which underpins them. Unlike voluntary
systems, statutory rights models are highly regulated and characterised by a
high degree of juridification (Keller and Kirsch, 2011; Royle, 2002). Based on
social partnership and a mutual recognition between employees and
employers, they are much less adversarial in nature than the voluntary system
operating in Anglo-Saxon countries (Keller and Kirsch, 2011). The statutory
rights model provides enhanced protection for workers through the courts,
whereas workers, under the voluntary model, rely on the arrangements and
agreements put in place between employees and employers. However, whilst
the statutory rights model has been criticised for being too restrictive, it has
been praised, also, for bringing stability to the industrial relations system and
for providing the social partners (unions and employer groups) with more
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scope and freedom to determine their own collective agreements (Keller and
Kirsch, 2011; Royle, 2002; 1998). Moreover, the statutory rights model was
seen to reduce industrial conflict and to create a more cooperative and skilled
workforce (Lane, 1994, 1989).

According to Jacobi et al (1992), the German approach was established on
four distinct principles. First, it is based on a dual channel of representation,
incorporating both works councils and trade unions, allowing for employee
representation at both supervisory and management levels. Second, its use
of the legal framework regulates the employment relationship and industrial
conflict, as well as allowing for free collective bargaining and works
constitutions. Third, the German model outlines, to what degree, unions and
works councils cover their constituencies and, fourth, it takes a centralised
approach to organising collective bargaining arrangements. Whilst these four
principles help to distinguish the German approach from other national

models, the key issue, in relation to employee voice, is codetermination.

According to Keller and Kirsh (2011), codetermination is based on the concept
of industrial democracy which, as discussed previously, is based on system of
employee self-management in the workplace. It allows workers the right to
influence business decision-making in social, economic and financial matters,
although they have more prominence in the social arena (Keller and Kirsch,
2011, Royle, 2002; 1998). In Germany, codetermination operates at both site
and company level through a number of laws. First established in 1952, the
Works Constitution Act was reviewed later in 1972, 1988 and, again, in 2001.
Despite opposition from employer groups, the last amendment of the
legislation strengthened codetermination rights for workers (EIRR, 2001). All
decisions, made through codetermination, are legally enforceable and allow
management and works councils to negotiate works agreements (Keller and
Kirsch, 2011, Royle, 2002; 1998). Indeed, as we noted earlier,
codetermination offers workers one of the most robust forms of participation
(Wilkinson and Dundon, 2010). Yet, codetermination is not the only method
available to works council representatives. In addition, works councils have

the right to information; the right to inspect documents; the right to
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supervision; the right to make recommendations and give advice; the right to
be consulted and object; the right to veto; and the right to initiate and
negotiate jointly with management (Page, 2006). In companies that employee
at least 300 staff, worker representatives are employed on a full-time basis to
carry out work on behalf of the works council and, in many cases, those
working as works council members are often representatives of the local
union (Royle, 2002).

Yet, whilst codetermination and dual channel of representation is hailed often
as a blueprint for achieving worker voice and employee influence (Ferner and
Hyman, 1998), worker representation still faces a number of challenges. For
example, whilst works councils are mandatory, German legislation requires
employees and not employers to initiate them. In reality this means that some
workers do not have a works council (Keller and Kirsch, 2011). Figures show
that only a quarter of all German businesses, who meet the threshold criteria,
have a works council and, with a union density rate of around twenty percent,
there is a growing number of blue collar workers who have no access to site
level representation (Ebbinghaus and Visser, 2000). Yet, whilst the German
model requires worker representation at board level, sometimes, HR
managers are asked to sit on behalf of the workforce and, often, they vote in
favour of the shareholders. Moreover, since worker representatives comprise
only a third of board members, it remains a challenge for them to exert power
over decision-making (Keller and Kirsch, 2001; Royle, 2002). Indeed, there is
some notable resistance amongst management to allow works councils and
codetermination rights for workers, with some companies attempting to
integrate them as part of their HR framework. This has been underpinned by
a gradual shift towards adopting a more neo-liberal, market-driven economy in
Germany (Keller and Kirsch, 2011).

Although the EU’s social model is based on a corporatist system, which aims
to ensure minimum standards are adopted across Europe, its approach has
been influenced partially by the German model. This has been achieved
through social dialogue with the social partners, and the establishment of
EWCs and launch of the Information and Consultation Directive, which
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requires all companies, in the EU, who employ fifty or more staff to set up an
information and consultation forum. This means that, now, a large number of
businesses are obliged legally to provide employees with a works council
style forum, recreating a similar dual channel system at national level, in
tandem with existing trade union and collective bargaining agreements. In the
UK, the transposition of Directive 02/14/EC means that, for the first time, UK
employees have the right to be involved in participation at workplace and
national levels (Whittall and Tuckman, 2008; Hall, 2006).

The UK’s Information and Consultation of Employees (ICE) regulations came
into effect in 2005 and established a new statutory framework, giving workers
the right to be informed and consulted on a range of workplace issues (Hall,
2006). In essence, the legislation aimed to promote autonomous agreements
between workers and employers, using what Hall and Terry (2004: 226)
described as ‘legislatively prompted voluntarism’. A system which
encourages companies to implement their own arrangements for information
and consultation and, where failure to do so, can result in standardised
practices being enforced legally (Hall, 2006).

In summary, the legislation saw the UK adopt information and consultation
arrangements for companies employing over fifty members of staff. However,
an information and consultation forum is required only if a threshold of ten
percent of the workforce initiates it and, therefore, information and
consultation rights are not automatic. As with the German model, employees
are the ones generally encouraged to initiate proceedings but, under UK law,
employers, too, can instigate the process. Approximately three quarters of
UK firms are covered by the regulations although pre-existing agreements
(PEAs) may pre-empt the need for implementing the regulations. Indeed,
where a PEA exists and is agreed by both workers and managers, there may
be no call to initiate standardised information and consultation arrangements.
However, in circumstances when it becomes necessary to rely on the
regulation, normally in cases when firms have been unable to reach an
agreement, the following procedures apply. Firstly, the ICE regulations lay

out minimal standards in terms of the structure of the forum. There is neither
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a requirement for a works council style body to be established nor do the
regulations specify the frequency of meetings or the working arrangements of
representatives. What the ICE regulations do provide is a breakdown of the
areas in which workers should be informed or consulted. Accordingly,
workers should be informed of business developments and should be
consulted on organisational and contractual arrangements, redundancies and
transfers. The ICE regulations define consultation as ‘the exchange of views
and establishment of dialogue’, whilst information is defined as ‘data
transmitted from the employer’. The regulations stress, also, the need for
elected employee representatives and state that the number appointed should
neither exceed twenty five nor be less than two. Employee representatives
are bound by the confidentiality clause, as laid out in the regulations and
should a company fail to follow the regulations, when required, they may be
fined a fee of up to £75,000.

When the regulations were negotiated first, the social partners were called
upon to comment on the proposals put forward and help shape the legal
framework. Naturally, the TUC was in favour of the newly formed legislation
which aimed to enhance worker participation, whilst the CBI was more
resistant to change (Falkner, 1998). According to the Workplace Employment
Relations Survey (2004) around half of businesses, who meet the criteria of
the regulations, have implemented information and consultation arrangements
and more recent data shows that the uptake or modification of existing
arrangements has increased (CBI, 2006; IRS, 2006; LRD, 2006), particularly
in multinational companies (Edwards et al, 2007). Moreover, there is case
evidence that the Employment Appeal Tribunal is exercising sanctions laid out
in the regulations. In 2007, the first of its kind was brought and the courts
imposed a fine of £55,000 on UK publishers’, Macmillan. More recently, G4
Security was fined £20,000 for failing to adhere to the ICE regulations in 2010
(Employment Cases Update, 2010; Hall, 2007). However, there is a sense
that they provide no more than an opportunity for management to inform staff
of the ‘bigger picture’ and limit worker involvement to housekeeping issues
rather than allowing them to engage in strategic decision-making (Whittall and
Tuckman, 2008).
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Furthermore, formal involvement of unions is not recognised within the ICE
regulations, although many union representatives find themselves involved in
delivering information and consultation (Marchington et al., 2011; Keller and
Kirsh, 2011; Royle, 2002). Indeed, the relationship between trade unions and
works councils is interesting since, although the TUC initially welcomed the
introduction of statutory measures, there is some evidence that they threaten
the future of trade unions as managers use the ICE regulations as part of a
union marginalisation strategy (Whittall and Tuckman, 2008; Hall, 2006;
Watling and Snook, 2003). In their assessment of information and
consultation, Whittall and Tuckman (2008) suggested that, rather than
perceiving works councils as a risk to their survival, trade unions need to learn
to capitalise on growing signs of worker dissatisfaction with works councils. In
the early days of dual channel representation, German works councils were
considered under resourced and this undermined their capacity to provide
voice. At the time, German trade unions used this as an opportunity to get
involved, offering their support through their expertise and training (Whittall,
2005). It is understood that adopting a similar strategy might help smooth
some of the existing tensions in the UK (Whittall and Tuckman, 2008).

However, whilst the ICE regulations bring to the UK regulation for employee
voice, they, by no means, replicate the German works council system.
Offering no scope for codetermination, instead, ICE regulations attempt to put
in place a set of procedures, should companies fail to implement their own
information and consultation policies. Although comparisons can be drawn
between the UK and German models, the UK'’s interpretation of the EU
information and consultation Act still leans towards a more voluntary
framework and there is some way to go before a dual channel of
representation, akin to the German model, is embedded within the UK
industrial relations system. Nonetheless, the introduction of information and
consultation potentially signal a new era in worker voice. Information and
consultation forums may prove to be promising mechanisms of voice or

prompt a renewal of trade union mobilisation and coordination. Alternatively,
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both mechanisms may converge to create a complementary channel of dual
representation (Whittall and Tuckman, 2008).

Either way, the changing landscape has evolved further by the introduction of
EWCs and the arrival of multi-level voice systems. This has been a further
attempt by the EU to regulate industrial relations across the region and
prevent social dumping amongst multinational agencies (Falkner, 1998).
Introduced in the mid-1990s, EWCs have become an established forum for
providing a further channel of employee voice mechanisms but, as with
Directive 02/14/EC on information and consultation, the EWC offers no explicit
role for trade unions and their influence depends largely on the discretion of
management (Waddington 2005; Marginson et al, 2004; Hall et al, 2003;
Carley 2001; Wills, 2000; Royle, 1999; Ramsay, 1997). Furthermore, it is the
effectiveness of both national and European union networks that, too, bear
significance on their capacity to influence the EWC and impact European level
worker voice (Bicknell and Knudsen, 2006; Voss, 2006; Pulignano, 2005).
Trade union response to EWCs is discussed as part of the next chapter which
charts the introduction and chequered history of this unprecedented European
voice structure. From the late 1970s and the publication of the Vredeling
report, which first introduced the idea of European-led participation, to the
Social Protocol and the emergence of Directive 94/45/EC, the chapter
explores the debates surrounding the introduction of EWCs and examines
their relevance and importance as a voice mechanism. Many of the issues
outlined above, particularly in relation to the UK’s attempts at introducing
national level voice systems, echo the challenges faced by those involved in
establishing non-unionised voice at a European level, but before exploring
these concerns in relation to the EWC, the next section provides a useful

summary of the key debates so far.

2.6 Summary of Chapter

The purpose of this chapter was to explore the underpinnings of the
employment relationship; to analyse the role of employee voice; and assess
the mechanisms through which voice is delivered. In short, the chapter
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demonstrated that the employment relationship was predicated on an
imbalance of power, heavily skewed in favour of the employer, and, often
leaving the employee without the means to oppose these inequalities (Ackers,
2012; Butler, 2005; Dundon et al, 2005; Dietz et al, 2005; Terry, 1999; Kelly,
1998, 1996; Hyman, 1997). By way of recompense, employee voice attempts
to counterbalance this imbalance in power and provide workers with the
opportunity to engage with management and influence decisions which shape
their working lives (Wilkinson and Dundon, 2010; Blyton and Turnbull, 2004;
Marchington et al, 2001).

Edward’s (2003; 1986) argued that a ‘structured antagonism’ depicts the
employment relationship more accurately. Whilst conflict is the essential
condition of the relationship, day-to-day cooperation between workers and
managers is, also, necessary. Indeed, there is evidence to support the notion
that the relationship is not entirely self-serving and that, in some
circumstances, both parties can benefit from this interdependent arrangement
(Hyman, 2005; Fox, 1985). However, it is clear that the employment
relationship is based predominantly on a conflict of interests between
employers and employees and management’'s desire to control the
relationship means that worker autonomy is at management’s discretion
(Ackers, 2012; Budd, 2004; Ramsay et al, 2000; Kelly, 1998; Kochan, 1998;
Hyman, 1997).

Power and conflict are underlying factors and, for this reason, employee voice
provides the only way to rectify the imbalance. For employee voice to be
meaningful it must tackle not only the power inequalities but, also, bring about
influence and change (Wilkinson and Dundon, 2010; Blyton and Turnbull,
2004; Marchington et al, 2001) that can only be achieved effectively through
trade union based forms of voice (Kelly, 1998; Hyman, 1997; Freeman and
Medoff, 1984; Friedman, 1977). Despite the increase in alternative
mechanisms, both empirical and conceptual evidence demonstrates the
problems and limitations of direct and collective non-union methods of voice
(Dundon et al, 2005; Gollan, 2005; Haynes, 2005; Ramsay et al, 2000; Terry,
1999; Kelly, 1996; Hyman and Mason, 1995), showing them to be weaker
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vessels which, often, not only fails to acknowledge the existence of conflict
but, also, perpetuates and reinforces management’s control within the
relationship (Ramsay, 1977). Moreover, the conceptual contributions to the
voice debate have shown diverging interpretations in terms of its strength and
scope. Whilst Gospel and Wood (2003) delineated information, consultation
and negotiation, Blyton and Turnbull’'s (2004) participation continuum,
introduced the notion of employee control which provided workers with far
greater capacity to counterbalance the inequalities they faced. Outlining the
complexities of voice further, Wilkinson and Dundon (2011) demonstrated
how varying voice mechanisms took a different ‘depth’; ‘level’; ‘scope’; and
‘form’. From this it can be concluded that not all mechanisms offer meaningful
and effective channels of voice, although, perhaps, the real difficulty lies in
understanding what is implied by the use of the word ‘effectiveness’. Hyman'’s
(1997) framework showed that in order for voice to be effective, it had to
deliver autonomy; legitimacy; and efficacy. Indeed, Hyman’s (1997) analysis
provided not only an acid test for voice, it demonstrated, also, how trade
unions remained the most robust mechanism for delivering it, a claim
reinforced by other scholars (Kelly, 1998, 1996; Freeman and Medoff, 1984;
Friedman 1977).

Of course, there are challenges for trade unions. Whilst they remain, as
independent agents, able to negotiate with management through collective
bargaining agreements and take industrial action, as and when required
(Kelly, 1998; Darlington, 1994; Kirkbride, 1992; Martin, 1992), falling
membership figures have hindered their efforts and threatened their authority
and this is a trend repeated across Europe (Ackers, 2012; Gall, 2007;
Gennard, 2007; Aczel, 2005; Blyton and Turnbull, 2004; Machin, 2003).
Furthermore, employee apathy and fear of management recrimination have
created further problems for those engaged in representing workers (Freeman
et al, 2007; Gollan, 2001; Tamuz, 2001; Morrison and Miliken, 2000; Roberts
and O’Reilly, 1974).

Legislation has come to play an increasingly central role in determining
employee voice. Whilst the German dual channel of representation partly
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shaped EU thinking and policy-making over information and consultation and
EWCs and informed, also, the Hungarian model of representation, these
consultation forums did not match Germany’s model of codetermination
(Keller and Kirsch, 2011, Royle, 2002; 1998). Indeed, whilst statutory models
of voice have gained increasing prominence, EU initiatives, particularly those
transposed under UK law, remain largely employer driven and voluntary in
nature (Hall, 2006). Whilst the introduction of the ICE regulations, in the UK,
have gone some way to ensuring workers are given a voice and the uptake of
such forums is increasing, there is a sense that, like other non-unionised
collective voice mechanisms, they provide little more than an opportunity for
management to relay information to staff (Whittall and Tuckman, 2008).
Moreover, despite the highly regulatory framework under which German
works councils operate, there is, also, evidence that a growing number of
blue-collar workers have no representation at all (Keller and Kirsch, 2011;
Ebbinghaus and Visser, 2000).

The dual channel of representation offers some opportunity for trade union
renewal and mobilisation. Firstly, trade unions might choose to strengthen
their positions by offering their expertise and training to works council
members; an approach adopted by German unions during the introduction of
a dual system (Whittall, 2005). Secondly, both channels may decide to
converge, working even more closely together and minimising any hostilities
(Whittall and Tuckman, 2008). Whether or not trade unions and works
councils can work towards a harmonised system is debatable. However, what
added further to these issues was the introduction of European level voice
and the arrival of EWCs (Falkner, 1998). The next chapter examines their

development in more detail.
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Chapter 3

Evaluating the Impact and Influence of European Works Councils

The EWC Directive (94/45/EC) was established in the mid-1990s and its
introduction spearheaded the early development of a European industrial
relations framework (Marginson and Sisson, 2006; Fitzgerald, 2004; Keller
and Platzer, 2003). The Directive aimed to provide a European level
employee participation scheme for workers based within a growing number of
transnational enterprises and, whilst the EU’s monetary and economic policies
were geared towards market deregulation, its purpose was to prevent social
dumping and protect Europe’s multinational workforce (Fitzgerald, 2004;
Dinan, 1999; Falkner, 1998; Delors, 1992). However, the journey, towards
the implementation of EWCs, has been a difficult and contentious one, with,
often, the final directive considered a watered down version of the original
remit (Keller and Platzer, 2003; Falkner, 1998; Gold and Hall, 1994).

In keeping with our earlier analysis of employee voice, we deduced already
that there existed an increasing number of non-union voice mechanisms in
operation; yet, to date, these have failed to provide the necessary level of
support and protection for workers who seek to redress the inequalities found
within the employment relationship (Ackers, 2012; Butler, 2005; Dundon et al,
2005; Dietz et al, 2005; Terry, 1999; Kelly, 1998, 1996; Hyman, 1997).
Moreover, trade unions have proved that they remain the only appropriate
mechanism for ensuring employee voice is delivered effectively (Kelly, 1998;
Hyman, 1997; Freeman and Medoff, 1984; Friedman, 1977). In light of these
findings, this chapter considers the role which EWCs play, within this
changing industrial relations landscape, and evaluate their success in
providing a satisfactory channel of voice for multinational workers. The
chapter assesses EWCs over five sub-sections. Section one charts the
development of European level voice and establishes how EWCs and
European-led worker participation have evolved over the decades, whilst
section two examines Directive 94/45/EC in detail, considering specifically

how information and consultation is defined. Within this section, comparisons
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are drawn between the original directive and the more recently recast
09/38/EC Directive. In section three the chapter continues with an overview
of the existing debates, concerning EWCs, presenting the full range of views
on their ability to provide employee voice, whilst the last two sections examine
the impact of the multinational environment and trade unions. We begin by
looking back over the past thirty or more years and provide a brief overview of
how EWCs emerged.

3.1 Vredeling and Beyond: the Introduction of Employee Voice in
Europe

Attempts at harmonising EU employment began as far back as the late 1950s
and early 1960s; however, ideas to regulate employee participation were
introduced only in the 1970s and 1980s and these failed largely in the face of
fierce opposition from national governments, particularly from the UK (Gold,
2009; Falkner, 1998). In 1970, the Company Statute introduced worker
representation at board level and, in 1972, the Fifth Directive on the Structure
of Public Limited Companies was drafted in which the case was made for
worker information and consultation within large multinationals employing over
1,000 people (Falkner, 1998). In the beginning, both directives failed to
garner support and it took a series of amendments before they received broad
consensus. The Company Statute was established eventually in 2001, whilst
the Fifth Directive, after many revisions, was withdrawn finally in 2004 (Gold,
2009). However, despite the failure of the Fifth Directive, its introduction
formed the foundations for the Social Protocol some twenty years after its first
publication.

In 1980, Dutch EU Commissioner, Henk Vredeling, was instructed to put
forward a plan for initiating a new worker directive. Aptly named the Vredeling
Directive (1983), its contents echoed partly that of the Fifth Directive, but
extended the scope of participation to include companies operating inside, as
well as outside the EU, giving rise to European worker voice (Gold, 2009;
Fitzgerald, 2004: Falkner, 1998). However, the Directive was rejected by the
EU Council and was never ratified since it was hotly contested by the UK.
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Having elected a Conservative Government in May 1979, the then Prime
Minister, Margaret Thatcher, vehemently opposed EU interference over
worker regulation and supported only the development of market deregulation
and supply side policies within the common market (Gold, 2009; Muller and
Platzer, 2003). Indeed, UK hostilities, surrounding any kind of EU-led
employment legislation, prompted, in part, a slow-down in EU employment
initiatives, causing a stalemate within the Union. It was only in the early
1990s, when new ideals and a new approach to EU policy-making emerged
that an interest in worker regulation was reignited (Gold, 2009).

By the mid 1980s, Jacques Delors had been appointed as EU Commission
President and his left of centre political thinking prompted a fresh attempt at
establishing an EU social framework. Speaking at the TUC conference in
Brighton in 1988, he expressed concern over the likely social regression of
Europe, insisting that social policy was fundamental to the success of
European economic development; he urged politicians and businesses to
consider ‘...social dialogue and collective bargaining [as] pillars of democratic
society.” (Delors,1988). He proposed a workers’ charter and unveiled the
Community Charter of Fundamental Social Rights of Workers, which, later,
was adopted by all EU states, except the UK. However, the Charter was not
legally binding and many of the policy areas remained statutory instruments.
Later, the Charter was to form the basis of the Social Protocol — an
attachment to the Treaty on European Union or Maastricht Treaty (1992/0J
C191). This was ratified by the EU although the UK remained unrelenting in
their opposition over social policy. However, changes to the EU’s voting
procedures meant that other EU members were able to forge ahead in their
plans and the foundations for EWCs were established (Gold, 2009; Falkner,
1998).

The introduction of qualified majority voting, within the EU, meant that, now,
Europe had the power to establish EWCs without the backing of all member
states. The consequences of this change meant that the UK veto did not
prevent majority rule but nor was the UK required legally to transpose the
EWC Directive into national law. However, many UK workers of foreign-
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owned companies found themselves affected by the new legislation (Cressey,
2009; Falkner, 1998). The late 1990s saw the arrival of a Labour government,
in the UK, and, quickly, the decision to opt-out of the Social Protocol was
reversed. This prompted the revised EWC Directive (97/74/EC), which the UK
ratified as part of the Amsterdam Treaty.

The adoption of the EWC Directive was viewed as a landmark decision in the
development and strengthening of social policy across Europe. According to
Muller and Platzer (2003), the introduction of the Directive was unique in its
combination of three principles: regulation; subsidiarity; and negotiation. Its
main aim was to regulate and set minimum standards of employee
participation and this was achieved through the procedure of subsidiarity
which sets out minimum standards and allows national governments and
corporations the flexibility to adapt and implement the legislation accordingly.
Of course, there are implications for using this approach. Flexibility, by its
very nature, allows national governments and senior managers to interpret the
legislation as they see fit and this has prompted wide variations in the scope
and delivery of worker participation, with some mechanisms more robust that
others in their provision of employee voice (Wilkinson and Dundon, 2010).
However, given the difficulties in establishing a European channel without
subsidiarity, it is unlikely that the social model would have been agreed (Keller
and Platzer, 2003; Falkner, 1998).

Bercusson (1992:185) described the EU’s regulatory approach as policy-

making ‘...in the shadow of the law...” This referred to the regulation and
negotiation process which was established in an attempt to introduce the
Directive. The introduction of the Social Protocol brought about a new
method of coordination, whereby the Commission encouraged social dialogue
between the social partners. In the case of the EWC Directive, this brought
together the European Trade Union Confederation (ETUC) and the business
and enterprise group, UNICE (now BusinessEurope) with the aim of reaching
an agreement which would be ratified later by the Council and European
Parliament. This saw the EU adopt a ‘soft’ instead of a ‘hard’ approach to law

making, not only encouraging voluntary negotiation and cooperation but,
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also, allowing the EU to reach its own agreement if the social partners failed
to negotiate an outcome (Gold, 2009). In respect of the EWC Directive, the
Commission hoped that tripartite negotiations and social dialogue would prove
effective; however, they were unsuccessful in establishing voluntary
arrangements and, in the end, it fell to the EU to intervene and help
coordinate the EWC Directive (Keller and Platzer, 2003).

Given this journey, it comes as little surprise to learn that the EWC Directive is
considered to be a watered down version of Vredeling’s initial plan (Marginson
and Sisson, 2006; Falkner, 1998; Gold and Hall, 1994). Indeed, Gold (2009:
14) described the evolution of EU-led employee participation as ‘fraught’, with
the UK’s persistently unrelenting attitude towards its introduction, particularly
during the Thatcher era, proving a real challenge for those attempting to
instigate change. Given the hostilities towards the establishment of EWCs
and the failure of the social partners to agree voluntary arrangements for the
set-up of European level worker participation, it, perhaps, follows that some
multinational enterprises have been reluctant to implement EWCs at company
level. There are currently 1007 EWC agreements in operation both inside and
outside of the EU (ETUI-REHS, 2012). Whilst this figure has been rising
steadily since the introduction of the EWC Directive, it, by no means, reflects
the number of businesses who are covered by the EWC directive, which
stands at 2,425 (ETUI-REHS, 2012). Reasons why EWCs have not been so
keenly embraced are detailed later in section four of the chapter but, for now,
we turn to consider the EWC Directive and the role of legislation in more
detail, looking at the processes and procedures for establishing a EWC; the
use of information and consultation; and the impact of the recently recast
Directive.

3.2 Directive 94/45/EC and the Role of Legislation

This section begins by outlining the aims, structure and function of EWCs in
accordance with Directive 94/45/EC. We consider the types of businesses,
covered by the Directive, and the procedures which they must follow to
ensure an EWC is established properly. We discuss what should be
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contained within a EWC agreement and who should be involved in its
implementation. We distinguish between an Article 6 and an Article 13
agreement and examine the meaning of information and consultation as set
out in the Directive. Finally, the recast Directive 09/38/EC is reviewed with
particular focus on the EU’s decision to enhance information and consultation

rights and how this impacts on existing EWC agreements.

Directive 94/45/EC on the establishment of European Works Councils or a
procedure in Community-scale undertakings and Community-scale groups of
undertakings for the purposes of informing and consulting employees
comprises of 16 Articles and an Annex. Article 1 lays out the key objectives
of the Directive, whose primary aim is to ‘...improve the right to information

and consultation of employees...” According to the Directive, European level
information and consultation rights must be made available to employees of
transnational businesses, where a minimum of 1,000 staff are employed on
at least two sites across two EU member states. Of these, at least 150
employees should be based within the subsidiary site of the second member

state.

Multinationals, registered outside the EU, are obliged, also, to establish a
EWC if they operate within two or more EU states. This widens the number of
companies which fall under its provision and means that a large number of US
and Asian-based organisations have been required to negotiate agreements
(Marginson and Sisson, 2006; 1998; Falkner 1998). Businesses, registered
within the EU, fall automatically under the jurisdiction of their home country;
however, where a company is owned outside of the EU, the Directive requires
that they follow the laws applicable to the member state in which most of its

workers are employed.

Article 5 stipulates that it is the responsibility of central management to initiate
EWC proceedings or, alternatively, at least 100 employees from across two
EU sites must lodge to central management a written request for a EWC or
similar forum. If no request is received and management do not initiate the

process, the EWC Directive does not require that a EWC be established

62



automatically. However, when a written request is received, then, central
management are obliged to set up a Special Negotiating Board (SNB). This
comprises of between three to seventeen employee representatives from
sites across the European Economic Area (EEA) and requires them to
negotiate, alongside central management, a EWC agreement. This sets out
the composition, structure and function of the EWC. The venue, frequency
and duration of meetings, number of representatives and agenda are all laid
out formally in the agreement. According to the Annex, employees should be
consulted on a range of issues including the economic and financial situation
of the business; organisational restructuring; employment trends; and new
working methods. When a EWC is established under this procedure, it is

known as an Article 6 agreement.

If, within three years, the SNB and central management do not reach an
agreement, then, a company must follow the statutory model for establishing
a EWC, laid out in the Annex. These rules apply, also, if central management
fail to set up a SNB within six months of receiving a written request by its
employees. However, those companies, who already had similar information
and consultation arrangements in place, or who decided to implement such a
scheme prior to September 1996 - the deadline for transposing the directive at
national level — remained outside Article 6 and, instead, forums set up under
these arrangements were covered by Article 13. The Article states that ‘...the
obligations arising from this Directive shall not apply to Community-scale
undertakings or Community-scale groups of undertakings...where

[implementation] is earlier than the above mentioned date...” This provided
businesses with the freedom to set up a EWC in accordance with their own
ambitions and in keeping with the voluntary nature of social dialogue and
subsidiarity. Article 13 agreements aimed, also, to encourage companies to
install EWCs prior to the deadline and gained momentum amongst French,
German, British and American-owned businesses who saw this as an
opportunity to construct their own model of worker participation (Eurofound,
2000). However, some regarded this as an opportunity to provide managers

with a loophole to create a less effective voice mechanism (Schulten, 1996).
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Indeed, by attempting to introduce minimum standards in employee
participation, Directive 94/45/EC has created, also, limitations in what it can
offer workers. Firstly, as with Directive 02/14/EC on national level information
and consultation, the EWC directive offers no scope for codetermination.
Often viewed by employers as offering too much power to workers, once
again, its exclusion weakens the function of EWCs and lessens the role of
workers in business decision-making (Ramsay, 1997). Moreover and
somewhat disappointingly, the EWC Directive offers no explicit role for trade
union involvement. Whilst Article 5 states that in concluding an agreement, a
SNB ‘...may be assisted by experts of its choice...’ it gives no clarification as
to whom the SNB can instruct in this capacity. Of course, this does not mean
that trade unions are excluded purposefully from proceedingssince companies
are still able to involve unions if they wish; however, it does not make union
participation a prerequisite in establishing a EWC. The ramifications of this
and the role of trade unions in EWCs are discussed later in the chapter.

The confidentiality clause, set out under Article 8, prevents, also, employee
representatives from discussing matters outside of the EWC arena. Article 8
states that any information received from within the forum, which is provided
expressly in confidence, should not be relayed to others. This creates
problems for those who represent staff at EWC meetings and who need to
gauge opinion on matters concerning them. However, the most ambiguous
and problematic aspect of the Directive is its definition of information and
consultation. Article 1 of the directive simply defines consultation as “...the
exchange of views and establishment of dialogue...” advocating that, within
the EWC, central management should adopt a ‘top-down’ communication
strategy. More worryingly, it provides no explanation for the term

‘information’, failing to address its role within the forum.

In the previous chapter, we analysed the notion of employee voice through an
assessment of the literature (Wilkinson and Dundon, 2010; Armstrong, 2006;
Blyton and Turnbull, 2004; Bryson, 2004; Gospel and Wood, 2003;
Marchington et al., 2001) and concluded that voice was more than merely an
exchange of views. In order for it to enhance worker rights and
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counterbalance inequalities within the employment relationship, worker
influence over decision-making is paramount. In light of this, the EWC
Directive, in its original format, fails to offer a wholly satisfactory assessment
of information and consultation and does not provide the necessary measures
to ensure workers have an active role in the decisions which affect them.
Indeed, the EU’s definition of consultation was considered always to be too
vague by the ETUC (Picard, 2010) and the ambiguities surrounding it in part
drove the ETUC to seek a revision of the Directive. Interestingly, Article 15,
within the original Directive 94/45/EC, put in place a timescale for a review of
the legislation; yet, its completion came nine years late. Despite the lengthy
wait, finally, the EU f recast the EWC Directive in 2009 and Directive
09/38/EC was established successfully, coming into effect at national level by
5" June 2011 (Picard, 2010; Jagodzinski, 2009).

The recast EWC Directive attempted to strengthen the position of workers
and, to a large extent, met the requests of the trade unions in their efforts to
make EWCs a more credible and effective mechanism of voice (Picard, 2010;
Jagodzinski, 2009). There are, of course, those who remain less impressed
by the recast (Whittall et al, 2008); however, on the whole, the changes
should be regarded as a step forward in promoting worker voice. In summary,
the recast provides a much more detailed description of information and
consultation and of the procedures which should be applied in order to secure
employee participation. The recast offers more involvement for European
trade unions at the start of the negotiating process and ensures that
representatives receive the necessary training to carry out their roles
effectively, by providing them with paid time off from their employment to
undertake EWC training programmes. It qualifies, also, what constitutes a
‘transnational issue’; makes clearer the EWC’s relationship with national and
local level representation; and places more responsibility on local as well as
central management to deliver information and consultation. Moreover, SNB
members are given greater opportunity to meet without the presence of
management. However, the most significant change remains the amendment
to the information and consultation process and, here, the purpose is to focus
on these changes and discuss their impact on existing EWCs.
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One of the key amendments, to arise from the new Directive, was that efforts
to include staff in the information and consultation process must form part of
the EWC agreement. Under the Directive, information is defined as ‘...the
transmission of data by the employer to the employees’ representative...” and
the Directive places the onus on all managers to take responsibility for
ensuring information is passed on to representatives. Further emphasis is
placed on the need for information to be accurate and of a high quality. In
short, employee representatives need to be in receipt of all the facts before
they can engage in consultation and, for this to occur, information must be
delivered in a timely fashion. The Directive states that information must
precede consultation; yet, both cannot be delivered at a single EWC meeting
since the Directive makes provision for the timing of information. Accordingly,
members must be given sufficient time to prepare for consultation and this
means that it is management’s responsibility to supply them with the
necessary information, including time to seek advice from an expert, prior to a
EWC meeting.

The rules, concerning consultation, were enhanced, also, as part of the
changes. Previously, the Directive’s definition was considered poor (Picard,
2010), but the recast has widened its remit and extended the employers’ duty
to ensure that appropriate consultation arrangements are in place and
undertaken in the spirit in which it is intended. This means that consultation
must take place in the early stages of the decision-making process to allow
worker representatives an opportunity to influence the final outcome. It is no
longer acceptable that workers simply put forward an opinion; they must be
part of the decision-making process and any evidence that management have
made their decision already prior to the consultation process violates the
Directive. Again, ‘reasonable time’ must be provided in order for employee
representatives to engage effectively. In essence, the focus is on creating a
harmonious working environment and moving away from the power struggle
so often part of the employment relationship (Picard, 2010). However, the
Directive still acknowledges some of the previous prerogatives of
management, stating that the consultation process should not slowdown
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unduly the decision-making process, nor should it occur ‘...without prejudice
to the responsibilities of the management...’. In other words, it makes clear
the boundaries and reinforces the fact that the Directive offers workers

consultation and not codetermination rights (Picard, 2010; Jagodzinski, 2009).

Moreover, the recast does not force necessarily companies with existing
EWCs to adopt the new measures. Whilst the recast applies to all new
EWCs, established after SJune 2011, its application to existing EWCs
depends on a number of factors including when the EWC was set-up
originally and when it was revised last. Those EWC agreements, reviewed
within the two years prior to the June deadline, are exempt from the changes;
however, those, which have not been reviewed, may be required to follow the
adaption rules as set out in the recast Directive, applying to both Article 13
and Article 6 agreements.

However, there remain some ambiguities around the new Directive. Firstly,
the definition of ‘transnational’ is unclear since it contains two conflicting
descriptions of what makes up a ‘transnational issue’. In the wider context,
‘transnational’ could extend to a discussion involving only one European site,
rather than the specified two sites. As a rule of thumb, an issue becomes
transnational when it escalates beyond local management competence and,
in any case, the new Directive places direct responsibility on central
management to prove that an issue, put forward by worker representatives, is
not a transnational one. The second ambiguity concerns the wording of the
Directive which states that the employee representatives shall have ‘...the
means required to fulfil their duty to represent collectively the interests of the
employees.’” This could mean that companies are required to fund any action
against them, in court, for non-compliance. The UK government remains
uncertain as to what implications this may cause for UK based multinationals
(BIS, 2010). Indeed, under the new Directive, companies can expect to pay
significantly higher fines if they are caught in breech of the law (Picard, 2010).

The recast, therefore, offers some hope for those engaged in employee
participation, with a notable attempt at redefining information and consultation
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and strengthening its remit. With its shift in emphasis towards assessing
EWC success, through the outcomes it achieves and the influence workers
have over the process, the new Directive moves a little closer to fulfilling
Marchington et al’'s (2001) definition of employee voice. However, in relation
to this study of EWCs, the new rules were not in force when the fieldwork for
this study was undertaken and, therefore, it is impossible to comment upon
the impact of these changes in relation to the empirical findings and the
presented case studies. Instead, the evidence, discussed below and in
relation to the study, refers to Directive 94/45/EC and the rules in place at the
time of writing. In light of this, the following section outlines the key debates
concerning EWCs and the emergence of European worker voice.

3.3 EWCs and the Development of European Voice

So far, we have established that the EWC Directive, together with the
European Company Statute and Directive on Information and Consultation,
marked a new phase in the EU’s development of social policy and European
level participation (Cressey, 2009). Directive 94/45/EC cast, in stone, the
need for multinational companies to reconsider their consultation
arrangements and to put in place a new level of voice structure coordinating
cross-border and involving all of its European workers (Falkner, 1998).
Indeed, high profile cases such as Hoover and Renault have demonstrated
the magnitude and impact of social dumping, showing how the EWC has
provided some protection from the growing force of multinationals (Marginson
and Sisson, 2006; Lobner, 1997). Yet, the evidence shows, also, that the
road towards establishing European voice has been a fractious one, with the
end result proving not as effective in protecting worker rights (Marginson and
Sisson, 2006; Falkner, 1998; Gold and Hall, 1994). Indeed, whilst the recast
EWC Directive aimed to strengthen information and consultation rights for
employees, ensuring representatives are trained adequately to engage in the
EWC, some ambiguities remain, along with the notable absence of
codetermination (Picard, 2010; Jagodzinski, 2009).
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Focusing on the impact of Directive 94/45/EC, this section begins by outlining
the debates on EWCs; identifying three critical perspectives on their
establishment and relative success. It examines those who provide a positive
outlook on EWCs (Com, 2004; Lecher et al, 2001, Lecher and Rub, 1999);
those who offer a more measured and pragmatic assessment of their
implementation (Marginson and Sisson, 2006; Hall and Marginson, 2005;
Waddington, 2005; Gilman and Marginson, 2002; Carley and Marginson,
2000) and those who take a rather more sceptical view of them (Keller, 2002;
Streeck,1997). As part of this critique, the section looks at whether European
level voice emerged as a consequence of EWCs, creating solidarity amongst
European workers, or whether the strength of national level frameworks and
attitudes limited the scope for developing a European dynamic. As part of
these nuanced debates, the section considers, also, how communication and
language created challenges for those engaged in European level
participation.

We begin by putting forward evidence for the establishment of EWCs and
their contribution in helping to build a European level industrial relations
structure. In the main, the EU Commission (2004) believed that EWCs had
been well received and Lecher et al. (1999) concluded that these European
voice mechanisms offered a very determinist strategy for creating a European
social model; paving the way for cross-border coordination; and European
level collective bargaining. Whittall et al. (2007), in their study of European
identity and EWCs, concluded that, for EWCs to be successful, European
level worker solidarity had to be prevalent if they were to offer a credible
platform for European voice. Rather encouragingly, Lecher and Rub (1999)
offered evidence that European level worker voice had emerged as a result.
In their study of eight multinationals, across four EU states, they identified
three outcomes. Whilst the first and second outcomes signalled that EWCs
were no more than emanations of national frameworks, the third showed that,
under the right conditions, a more apparent European level voice emerged.
The study showed that, although some members regarded EWCs as mere
extensions of their own national frameworks and attempted to use the EWC to
fulfil their own agendas, there was evidence that EWC representatives had
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the capacity to create a unique dynamic, which was much stronger than any

single national level framework.

What the study showed was the capacity for EWCs to adopt a ‘geocentric’
rather than a ‘ethnocentric’ or ‘polycentric’ approach, as described in
Levinson’s (1972) examination of transnational collective bargaining.
‘Ethnocentric’ refers to a EWC which is controlled largely by members from
the multinational’s home country, with key posts and functions within the EWC
held by home delegates, whilst ‘polycentric’ tends to see individual
representatives attempt to adapt their approach to suit their own national
agendas. In contrast, the ‘geocentric’ approach is adopted when members
make no attempt to replicate national frameworks and where key posts and
agendas are not dominated by home country members. In this way, the
EWC symbolises a level playing field; creating its own unique identity; and
providing equity and fairness for those involved.

Lecher et al (2001)’s further research confirmed the existence of effective
European level voice, operating through the EWC mechanism. Based on
extensive research, Lecher et al's (2001) typology examined four sets of
relationships which help to identify the strength of EWCs. These are:
management relations with the EWC; national frameworks of industrial
relations; trade union relations; and employee relations. Within the typology,
Lecher et al (2001) found that there were four types of EWCs in operation:
‘symbolic’; ‘service’; ‘project-orientated’; and ‘participative’, demonstrating
that, in some cases, EWCs, in fact, do offer meaningful opportunities for
worker participation. The ‘symbolic EWC’ offers the minimal level of
opportunity for worker participation. Meeting annually, it simply enables
management to deliver a report on business developments. Within these
EWCs, there is no evidence of two-way communication and group dynamics
are limited. The ‘service EWC’ offers more support for its members and,
although the EWC meeting acts as an information exchange, workers are able
to discuss issues across the European sites. The ‘project-orientated EWC’
gives employee representatives a more active role, defining tasks and
assignments for members, independent of the management team. Within this
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forum, the evidence shows that EWC are more autonomous and its aim is to
create its own internal strategy. Lastly, the ‘participative’ EWC goes beyond
providing employee information and consultation and ensures worker
representatives take an active part in the decision-making process;
negotiating agreements by using formally recognised procedures. Within this
setting, the employee voice is considered to be at its most vociferous and
effective, firmly representing workers at a European level. More importantly,
Lecher et al's (2001) study demonstrated, also, that EWCs were not static
since they evolved continually and developed, moving in and out of the
different categories and, thus, had the potential to offer workers a considered
platform for employee voice.

However, Carley and Marginson (2000)'s research concluded that, on the
whole, EWCs were more ‘symbolic’ than ‘participative’ with only three per cent
of EWC agreements offering negotiation rights for workers and any real scope
for consultation. This indicates that, whilst EWCs may offer the promise of
effective worker voice, in reality, those that do are few and far between and
wide variations exist between EWCs (Marginson et al, 1998).

This leads us to consider the second wave of thinking which tends to view
EWCs in more measured terms. In their research, Hall and Marginson (2005)
weighed up whether EWCs should be regarded as a ‘paper tiger or Trojan
horse’ and concluded that, despite the perceived threat EWCs possessed to
management, this was not reflected in practice and EWCs were more ‘paper
tiger’ than ‘Trojan horse’. Whilst EWCs offer the potential for enhancing
worker voice, to date, their achievements are somewhat modest and there are

a number of factors which play a part in determining their success.

In their analysis of EWC agreements, Gilman and Marginson (2002)
suggested that four ‘effects’ influenced the strength of their provision. Firstly,
a ‘statutory model effect’ refers to the impact of the Directive itself and, in
particular, the use of subsidiarity. Indeed, Lecher at al's (2001), themselves,
conceded that establishing effectiveness within EWCs was complicated
further by differences in Article 13 and Article 6 agreements. Secondly,
Gilman and Marginson (2002) considered the impact of ‘country’ effect. This
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refers to the extent to which the multinational company’s home country plays
its part in determining the EWC strategy and there is a wealth of empirical
evidence to support the impact ‘country’ effect has on EWCs.

Evidence, from Hall et al (2003), reinforced that national influences on the
EWC function and the development of European voice depended largely on
the country of origin. For example, the UK had no historical basis on which to
set-up EWCs and, therefore, no measure of its structure and function. In
contrast, Germany and France, who possess a strong national works council
structure, had the capacity to manufacture their EWCs into imitations of their
own national framework. According to Hall et al's (2003) study of eight
EWCs, characteristics of the Anglo-Saxon tradition to work and industrial
relations were found in the UK-owned multinational’s approach to establishing
EWCs. UK managers adopted a minimalist or restrictive attitude, whilst on
the employee side UK representatives were less vociferous than their
continental counterparts, partly due to the fact that they lacked the experience

of working as part of a local works council.

Will's (2000) study of an Anglo-French-American company echoed these
issues, illustrating how UK representatives received a raw deal at the EWC
meeting, whilst French members dominated proceedings. Whittall's (2000)
study of German car manufacturer, BMW, strengthened these claims where
the German works council model played a significant role in the development
of BMW’s EWC. Timming’s (2006) study of the Anglo-Dutch steel producers,
Corus, highlighted, also, that British workers remained disadvantaged, during
the consultation process, by the dominance of the Dutch works council
system. In addition, Waddington’s (2005) study, within five EU countries,
demonstrates that national attitudes continued to play a key part in
determining the European nature and importance of the EWC.

Returning to Gilman and Marginson’s (2002) framework, they argued that
‘sector’ effect, which cut across national borders, also bore some influence on
EWC arrangements, moreover the ‘learning effect’ helped to determine the
effectiveness of the forum. This refers to the level of EWC training provided
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to representatives, an issue, which is not dealt with explicitly by the 1994
Directive, but which is covered by the recent recast. Indeed, empirical
evidence shows how important training, particularly in language, is to those
engaged in EWC business (Stirling and Tully, 2004). Communication plays a
key role in facilitating voice and studies show that dialogue is restricted when
representatives attempt to communicate across borders (Tully, 2004; Wills,
2000; Royle, 1999). Furthermore, in the absence of language skills,
representatives come to rely upon national stereotypes to inform their views
(Stirling and Tully, 2004). This can create an element of distrust, not simply
between the representatives and managers but, also, between the
representatives themselves. As Wills (2000) observed, delegates, who do not
understand one another, resort often to communicating with those members
who are from their own site and this does not promote a healthy climate for
developing good relations. Tully (2004) illustrated the importance of language
and communication in her study of the oil service provider, Kvaerner. In it,
she observed that management recognised the lack of language skills
possessed by some representatives and used this to their own advantage by
controlling information. However, Tully’s (2004) study demonstrated, also,
that when money was invested in providing delegates with language training,
communication increased and members took a more proactive approach to
participation. Of course, improving communication requires resources and,

for this to occur, multinationals must take the lead.

Whilst the overall evaluation of EWCs is depicted with varying levels of
optimism, Lecher et al's (2001) and Gilman and Marginson’s (2002)
frameworks both demonstrated that there were wide interpretations of the
Directive in operation and that EWCs were largely influenced by their
environment and those stakeholders who had direct or indirect influence over
their maintenance. For example, both approaches pointed towards the impact
of national frameworks upon the structure of the EWC. In Gilman and
Marginson’s (2002) analysis, they referred to ‘country’ effect and the impact of
the multinational’'s home on the EWC strategy. Lecher et al (2001)
underlined, also, the importance of national frameworks and their influence on

EWCs. Furthermore, both models inferred that the multinational environment
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shaped EWC strategy, either at sector or at workplace level, with both
highlighting how stakeholders and the organisation influenced the EWC
agreement. A further point of interest is that Lecher et al's (2001) typology
echoed, also, with Hyman’s (1997) voice framework. In the typology,
reference is made to the forum’s autonomy and the capacity for EWCs to
demonstrate their ability to create their own internal strategy.

However, whilst there is some common ground amongst these critical
perspectives on EWCs, there is a juncture in which they depart and this point
relates to the emergence of a European level industrial relations system.
Whilst Lecher et al (2001) viewed the EWC Directive as a catalyst for creating
a multi-level structure, the pragmatists’ view was more measured. Although
there is the potential for cross-border cooperation, particularly at transnational
level (Waddington, 2005) accordingly, there are those who believe that EWCs
are unlikely to spearhead further European level initiatives and collective
bargaining (Marginson and Sisson, 2006). Moreover, with EU enlargement
and, perhaps more crucially, the current eurozone crisis, moves towards

further integration seem increasingly unlikely (Glassner and Keune, 2010).

Whilst there is the potential for the development of transnational links and
European voice (Lecher et al, 2001; Lecher and Rub, 1999), the argument for
taking a more measured view of EWCs appears more persuasive (Whittall et
al, 2007; Waddington, 2005; Hall, 2003; Whittall, 2000; Wills, 2000). Indeed,
in considering the optimists’ viewpoint, it is difficult to ascertain whether Vitol's
(2003) study offered much reassurance, given it assessed management and
not worker views of EWCs. Moreover, if we are to believe that a number of
‘geocentric’ style EWCs existed, we cannot overlook that a large proportion
fall into the category of ‘polycentric’ or ‘ethnocentric’ forums. This means that,
in reality, many EWCs operate as manifestations of national voice systems.
In light of this, it seems fitting to view the optimistic accounts of EWCs and the
emergence of European level voice with caution since they seem to offer
more in the way of ‘green shoots’, rather than overwhelming proof of the
effectiveness of EWCs.
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This brings us to the third and final position. There are those commentators
who took a wholly sceptical view of the development of EWCs and of
European level worker participation. Streeck (1997), consistently and most
vehemently, voiced concern at the prospect of creating European level voice,
arguing that EWCs were ‘neither European, nor works council’. Whilst
reinforcing earlier claims that EWCs had the capacity to be influenced by
national structures, Streeck (1997: 654) argued that ‘...the representatives of
a firm’s home country workforce are likely to play the leading role....” and he
suggested that, where strong national structures existed, EWCs and
European voice ‘.... provides no more than second class industrial citizenship
for non-national workforces.” (ibid: 655). Streeck (1997) argued that these
initiatives aided in damaging local, more robust voice mechanisms and, given
the longstanding strength of German works council, perhaps, it is
understandable why he took this position,. Indeed, it could be argued that
EWCs and other European-led employment initiatives form part of an old style
approach to EU policy-making which no longer reflects the current position.
Even as far back as the early 2000s, Gold et al (2000) claimed that, already,
pro-worker regulation was making way for a pro-enterprise agenda and that
resistance amongst managers to install such policies had forced the EU and
its institutions to move away from pluralist ideals (Weinz, 2006).

In his summation, Keller (2002) concluded that voluntary frameworks; self-
regulation; and minimum statutory levels were unlikely to counterbalance the
prevailing forces of transnational business and, therefore, such mechanisms
were unlikely to have any real impact. Waddington’s (2005) study partially
echoed these concerns that EWCs were too weak and remote and were
perceived by many, who participated in them, as irrelevant to their everyday
lives. Moreover, Wills (1999) suggested that, if this sense of detachment and
irrelevance was to be overcome, stronger links needed to be developed
between local, national and European voice mechanisms, to create a
common focus and agenda. Perhaps, only then, will EWCs start to more

widely develop their own identity and European level worker voice.
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These three perspectives on EWCs and European level voice provide an
overview of the key debates on EWCs, illustrating the varied views and
opinions through a summary of the existing conceptual frameworks and
supporting empirical findings. Broadly speaking, the debates fall into what
we might refer informally to as the ‘good’ (Com, 2004; Lecher et al, 2001;
Lecher and Rub, 1999) the ‘bad’ (Marginson and Sisson, 2006; Hall and
Marginson, 2005; Waddington, 2005; Stirling and Tully, 2004; Hall, 2003;
Gilman and Marginson, 2002; Whittall 2000; Wills, 2000; Royle, 1999) and the
‘ugly’ (Keller, 2002; Streeck, 1997). Of course, one’s view of EWCs must take
account of how we define voice and given Hyman’'s (1997) framework, it
seems warranted to take a more pessimistic outlook in respect of their
success. However, before we can truly decipher their impact, it is essential to
disseminate the literature further and, given the prevailing tensions between
employee and employer groups, the last two sections consider how
multinationals and trade unions have responded and influenced EWCs.

3.4 The Multinational Environment and its Impact on EWCs

According to Marginson and Sisson (2006), multinational companies remain a
powerful influence on EWCs, determining their scope and strategy both on
paper and in practice. Indeed, Marginson and Sisson (2006) and Ramsay
(1997) accepted that not all EWC agreements reflected accurately what took
place within the EWC forum. In order to understand them better, it is
necessary to examine some of the empirical evidence which explored the
impact of the multinational environment and management reaction to EWCs.
In this section we consider, in more detail, how the multinational environment
has come to shape the EWC strategy and their attitude towards them. In
summary, management reaction fits within the existing framework and
debates on EWCs, as discussed in the previous section. In keeping with the
more optimistic line of thinking (Com, 2004; Lecher et al, 2001; Lecher and
Rub, 1999), there is empirical evidence to support the argument that
progressive EWCs do exist. However, there is equally a wealth of evidence
that reinforces more measured opinion of EWCs (Marginson and Sisson,
2006; Hall and Marginson, 2005; Waddington 2005; Gilman and Marginson,
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2002; Carley and Marginson, 2000), as well as managerial evidence to
support a more critical perspective (Keller, 2002; Streeck, 1997). Therefore,
this section begins with an example of good practice and evidence of how a
progressive management approach has had a positive impact on EWCs.
Then, the section examines evidence which shows how management have
come to restrict worker participation, through its failure to set up EWCs and
limiting the scope of consultation, along with its adoption of union avoidance
strategies and, generally, its attempts to undermine the EWC process. We
begin by putting forward a more positive case for multinational involvement in
EWCs.

One company, which has proven to be effective in its handling of the EWC, is

French-owned Danone. Regarded as taking both an ‘...innovative and
progressive...” approach towards its industrial relations policies, historically,
Danone has been at the fore of negotiations and working with the union to
create a ’...common viewpoint...” (Carley, 2001: 33). Having established one
of the first EWCs under Article 13, Danone’s agreement includes explicit
reference to the negotiation rights of workers and the Company has involved
the trade unions always in their development of it. Central to this approach is
the senior management who drive it and the personal philosophy of Antoine
Riboud, its former president. According to Danone, ‘The group has
constructed its identity around a conviction: that the company’s performance
flows from the attention it pays its employees...[this] continues to guide the
Danone group’s staff, whether in their strategic decisions or in their daily
work.” (Carley, 2001:34). Danone are not the only multinational striving
towards a more progressive attitude. Deutsche Bank, ENI, Ford, General
Motors and Suez Lyonnaise are all working to deliver similar outcomes
through their attention to employees (Carley, 2001). Mizrahi’s (2002) study
reinforced management optimism towards EWCs. In this, he claimed that
management welcomed the introduction of EWCs, since they enhanced
employee welfare and this had a positive impact on business performance.
Studies by Nakano (1999) and Sako (1998) echoed similar views from
management; that multinationals support the set-up of EWCs because they fit
in with an HR strategy which lends itself to a more unitarist approach.
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We are reminded that more ‘participative’ EWC forums do exist (Lecher et al,
2001; Gilman and Marginson, 2002) and, certainly, the empirical evidence
supports this view, demonstrating the positive effects on worker voice when
management adopt a more open and willing approach to EWCs. Indeed,
Danone’s philosophy fits well with Lecher et al's (2001) typology and
reinforces some of Marginson and Sisson’s (2006) comments that not all non-
union mechanisms should be dismissed. However it cannot be overlooked
that these positive examples of management optimism account for only three
per cent of existing EWCs (Carley and Marginson, 2000) and the evidence,
demonstrating a much less favourable response from multinationals, seems to
offer a somewhat more compelling and widespread account of management

attitudes.

One particular case study highlights a catalogue of issues found within EWCs,
showing how management are able to control the forum ensuring employee
voice is curtailed, whilst, simultaneously, using the EWC for their own ends.
Royle’s (1999) account of McDonald’s offered a key example of how
multinationals were able to shape the EWC strategy and more worryingly,
how effectively they were at weakening worker voice. Since many of
McDonald’s outlets operate as franchises, the majority of these fast food
restaurants are not covered by the Directive and around two thirds of workers
have no access to a EWC. Whilst those, who do have a EWC, face an

unsatisfactory forum for information and consultation.

The case study highlights a number of points worthy of consideration. Firstly,
McDonald’s appointed only one member to the forum who could be described
legitimately as a ‘worker representative’, since the rest of its members
comprised of those working in middle management posts. Secondly, at the
time of his appointment, the EWC employee chair worked as a floor manager
for McDonald’s and was a union representative; however, he was, also, a law
student and, not long after the agreement was concluded, the chair resigned
and received a £30,000 pay-out from McDonald’s bosses. It emerged later
that the chair had been coerced into concluding the agreement by
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management, who wished to block union involvement in the EWC and,
ultimately, union access was lost when the chair resigned. The third point
relates to the drafting of the EWC agreement. Having agreed the original
arrangements with the employee chair, the agreement was amended soon
after and these changes were forced through by management. These
amendments placed further restrictions on EWC proceedings and were
coordinated by a team of HRM experts. Worker representatives were given
no choice but to accept these changes, which further limited the scope for
worker consultation. Finally, although forced eventually to grant union
recognition and involvement, senior management actively ensured that union
participation was restricted and that, in broad terms, worker consultation did

not impact on management decision-making.

The McDonald’s case raises a number of issues in relation to the multinational
environment and its impact on EWCs. Firstly, it demonstrates how far
management is prepared to go in order to avoid conflict within the
employment relationship, ‘paying-off’ the chair rather than allowing a union
representative direct involvement with the EWC. Management attempts to
‘buy’ worker representative support is not uncommon. In a similar case, the
German car manufacturer, Volkswagen, was accused of offering financial
incentives to members to remain silent. In 2006, 74e Sunaday 7imes reported
that, in order to stop worker opposition to its planned cuts, systematically, HR
managers at Volkswagen had used bribery tactics, during the Company’s
redundancy period, by offering EWC representatives expensive trips abroad
and lavish nights out (Woodhead, 2006). Indeed, Royle’s (1999) study found,
also, that, when attending the annual gathering EWC representatives
regularly received all expenses paid trips to various European cities. A critic
of EWCs, Ramsay (1997: 320) believed that EWCs simply provided the
opportunity for what he termed °‘Euro-tourism’ and he described these
approaches as ‘...mere junket[s] to comfortable hotels in relatively exotic
locations...” although those in charge rejected rigorously claims that EWCs

were tantamount to holidays on the company account (Inman, 2002).
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Royle’s (1999) study also demonstrated, also, the lack of meaningful
consultation taking place within EWCs. Every measure was made to ensure
that the consultation process was restricted. From ousting the unions to
appointing lower ranking managers to act as worker representatives, these
were only two examples of the underhand measures employed by
management to ensure that the EWC remained under their control. Hyman
(1997) argued that what made voice effective was the relationship
representatives had with those they represented, so, the decision to select
managers to represent the workforce, not only called into question EWC'’s
autonomy but, also, it undermineds its legitimacy and efficacy as a democratic
functioning body. Moreover, McDonald’s decision, to make amendments to its
newly signed EWC agreement, demonstrated a disregard for employee voice.
In another study, Wills (1999) observed that management-led EWC meetings
largely focused on the ‘soft’ rather than the ‘hard’ issues of employee
relations, preferring to deal with what Dundon et al (2005) referred to as the
‘tea and toilet’ issues. Furthermore, Waddington’s (2005) study showed that
only half of existing EWCs debated the matters such as job cuts and site
closures which workers sought answers to, , reaffirming the sense that an
expectation gap existed between what workers wanted and what
management and the multinational would afford (Towers, 1997). In the study
of Corus, one worker representative summed up the prevailing antagonisms
within the relationship saying. °...they want rid of us.... and we want as much
as we can out of them.” (Timming, 2006)

A more accurate picture of management’s attitude to consultation is, perhaps,
best illustrated by Wills (1999), in which managers reported that business
decision-making often took place behind closed doors, away from the EWC
meeting and where decisions were influenced rarely by worker views. Wills
(1999) concluded that, in reality, EWC agreements were shrouded often in
management rhetoric; paying lip service to employee consultation and failing
to offer a credible voice platform. Indeed, Streeck (1997) described the EWC
mechanism as a ‘human resource regime’, suggesting that, often. Their
structure and function reflected the HR strategy, found within an organisation,

which undermined genuine worker representation. Sony, Honda and
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Matushita were all identified as establishing forums which reflected their own
management strategies (Wills, 1999; Barrie and Milne, 1996; Schulten, 1996)
but, perhaps, this is best evidenced through management’s capacity to use

the EWC as part of a union avoidance strategy.

Returning to Royle’s (1999) study of McDonald’s, the case study provides
clear evidence of management’s attempt to use the EWC as part of a union
avoidance strategy; resorting to underhand tactics to ‘pay-off the union
representative and taking every opportunity to restrict union involvement
through renegotiation of the EWC agreement. The flexibility provided by the
establishment of EWCs, particularly under Article 13 of the Directive, allows
multinationals to use their own interpretations of European level worker
participation, giving management the opportunity to take control and keep
consultation ‘in-house’.  Wills’ (1999) study into the introduction of EWCs
revealed that most multinationals entered into Article 13 agreements purely to
avoid establishing a SNB and to limit trade union involvement. For Kelly
(1996), the possibility, of using the EWC platform for management’s own
ends and utilising it as part of a union avoidance strategy was an unwelcome
prospect in the search to provide workers with meaningful representation.

Despite the progressive nature of organisations such as Danone, there is
reasonable evidence to support the concerns over multinational involvement
in EWCs and their capacity to influence the EWC strategy. As Millward et al
(2000) argued earlier, in relation to non-union voice mechanisms, whilst
businesses may not seek overtly to undermine these forums, there is the clear
potential for them to do so. Union avoidance; control of membership
elections; limiting the scope for consultation and outright bribery; are all
tactics, which have been witnessed, in order to ensure management remain in
control (Timming, 2006; Woodhead, 2006; Waddington, 2005; Wills, 2000;
1999; Royle, 1999; Ramsay, 1997). Indeed, from the evidence presented, it
would seem reasonable to adopt a more pragmatic (Marginson and Sisson,
2006; Hall and Marginson, 2005; Waddington 2005; Gilman and Marginson,
2002; Carley and Marginson, 2000), and, perhaps, even pessimistic (Keller,
2002; Streeck, 1997) view of EWCs. Given these challenges to creating
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credible employee voice, what can trade unions do to limit management
control and harness effective voice through the EWCs? The final section of
this chapter considers the trade union response and the part which unions

have played in securing genuine European level worker voice.

3.5 The Impact of Trade Unions on EWCs

At the time of their establishment, the ETUC were sceptical of EWCs since
they believed that they were a form of union substitution and threatened the
future of the trade union movement (Falkner, 1998). EWCs had the effect of
reducing union control and membership and promoting non-union
participation (Gospel and Wood, 2003; Gallie et al, 1998). More crucially for
trade unions, this new wave of European regulation produced a new and
complex framework of which the unions had no previous experience
(Knudsen, 2003). However, the arrival of EWCs was viewed, also, as a
double-edged sword. Whilst the unions were less convinced that EWCs
provided a satisfactory channel, through which voice could be delivered, they
recognised the need to counterbalance European and global marketisation,
through the implementation of more stringent labour regulation measures
(Falkner, 1998; Gold and Hall, 1994). In light of this, the chapter’'s final
section examines the trade unions’ response of to the implementation of
EWCs and tries to establish what measures unions can undertake to harness
EWCs as part of their own coordination strategy, provided they learn to regard
European participation as an opportunity, rather than a threat, to their

development and existence.

Fortunately, scepticism towards EWCs has waned within the ETUC since their
inception and the social partner has come to adopt a more proactive stance
over union involvement (Falkner, 1998). However, the unions have continued
to face a number of challenges in their attempts to influence European
participation. Historically, trade union activity has taken place at sector, not at
a European level (Bryson, 2004, Waddington and Hoffman, 2003). Indeed,
the structure of the trade union movement does not lend itself towards
European coordination. The possibility of mobilising and coordinating policy
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at a European level remains a difficult task and increasingly complex as they
attempt to work across sectors and across borders (Miller, 2004). Wills
(1999) noted that the transformation of work practices and global business
streamlining had resulted often in workers cultivating stronger bonds with
colleagues in companies across Europe than with employees working within
their own sector at national level and this dynamic further complicated
mobilisation.  Moreover, whilst, traditionally, unions have held political
affiliations, the European landscape does not provide them with the same
political framework with which to align themselves and the structure and
function of EWCs have created problems for unions attempting to adapt to a
new approach in industrial relations strategy (Wills, 1999).

Diverging national practices provide a further issue for trade unions
attempting to influence EWCs and differences in national frameworks have
caused, also, problems for the social partners and the ETUC. Trade union
representatives, from across the EU, are unable to agree on how European
trade union policy should be constructed and opinion is largely divided on a
geopolitical basis; with northern European counterparts favouring a different
approach to those from southern Europe. Inevitably, this reduces the impact
of the European industry federations and their affiliated unions (Waddington
and Hoffmann, 2003). More generally, evidence shows a marked difference
in the way in which unions behave and conduct their campaigns. Historically,
in the UK, unions have adopted a more adversarial approach, whilst, in
Scandinavia, national governments have continued to work alongside labour
agents, in line with their own social policy model. In Germany, Austria and
Scandinavia, there is a long history of recruiting full-time salaried trade union
representatives; however, other European countries have not supported
unionism to the same extent. Crucially, some national unions believe that,
despite the introduction of EWCs, union priorities remain in representing and
protecting the needs of local workers and not developing a role within Europe
(Steiert, 2001; Hancke, 2000). More generally, local trade unions remain less
supportive of creating a transnational union agenda through the EWC
(Pulignano, 2005; Falkner, 1998).
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However, union participation, within EWCs, is not restricted only by the
attitudes of the unions and multinationals. Evidence shows that, also, non-
union workers can be resistant towards union involvement. Moreover, national
attitudes play their part too (Waddington, 2005). A survey of EWC
representatives, in Denmark, found that only 32% of workers believed that
national trade union officials should be present at the EWC meeting, although
provision should be made for an external ‘expert’ (Knudsen, 2003). Although
contrary to the survey, findings, elsewhere, show that, in reality, most Danish
EWC representatives are in fact local trade union officials. German works
council roles, also, frequently fall to union representatives whereas, in the UK,
EWC candidates tend to be elected irrespective of their union ties (Bicknell
and Knudsen, 2006).

In short, the trade union movement has been challenged continually by a
number of stakeholders, with some workers and managers keen to limit their
involvement in EWCs. Indeed, it should not be overlooked that the EWC
Directive, itself, offers no obvious role for unions and, since the structure of
European voice does not lend itself particularly to trade union mobilisation, it
is, perhaps, unsurprising that the ETUC initially regarded EWCs as a threat to
their very existence. Moreover, given the diverse national trade union
practices in operation, some trade unions even questioned the relevance of
participating at all, when their own priorities lay in shaping national agendas
(Pulignano, 2005; Waddington, 2005; Miller, 2004; Waddington and Hoffman,
2003; Steiert, 2001; Hancke, 2000; Wills, 1999).

However, some commentators believe that much can be done by trade
unionists if they wish to play an active part in shaping European level worker
voice. Firstly, Bryson (2004) argued that one approach, which unions could
use to influence the EWC, was to do nothing at all. In principle, trade unions
can undermine multinationals and the EWC successfully by not responding to
them. Ultimately in time, EWCs will prove inefficient and this could provide
unions with the opportunity to take control and harness voice. However,
action rather than inaction seems preferable if unions are to play a bigger role
in Europe and within EWCs. For this to occur, current union policies need to

84



be developed to include issues beyond collective bargaining (Bryson, 2004;
Waddington and Hoffmann, 2003). By focussing simply on bargaining rights,
the role of the trade union is limited within the scope of the EWC and there is
a need for trade unions to develop a wider agenda, whilst continuing to
provide expertise within more established policy areas (Qvale, 2003; Hyman,
1997). There is an argument for trade unions to take a more implicit approach
and influence the EWC through the provision of quality training for EWC
representatives, particularly in light of the recent strengthening of the Directive
in this area. Miller and Stirling (1998) cited poor training as an underlying
cause of ineffective EWCs, referring to their omission from the original EWC
Directive as an ‘opportunity missed’. Over half of EWC delegates, surveyed
by Waddington (2005), believed that better training would unlock some of the
issues faced by representatives. Research shows that union-led training
equips EWC delegates with the necessary skills to question management and
organise themselves more effectively (Annand, 2004; Miller, 1999). In turn,
this would aid communication and encourage cross-border trade union
networks (Tully, 2004).

Another way, in which trade unions can engage directly, is through the joint
negotiation of a partnership scheme. Prior to the establishment of the EWC,
Danone and the trade union, IUF, signed a joint agreement outlining key
areas of coordination in training; the exchange of economic and social
information; equal opportunities; and trade union rights. Once again, Carley’s
(2001) study demonstrated that not only did partnership enable direct trade
union involvement, within the EWC, as part of the joint EWC agreement, it
provided worker representatives with a commitment to engaging in
consultation and negotiation. However, unions, in general, appear resistant to
change and to allocating the financial resources to enable coordination at
this level. According to Marginson and Sisson (1998: 516) this reluctance
amongst the unions to ‘...yield the necessary authority and resources to
European-level organisations...” is a significant hindrance in the development
of European level voice. Indeed, evidence indicates that the most successful

trade unions are those which can coordinate at all levels and are innovative in
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their response to EWCs (Pulignano, 2005; Knudsen, 2003; Hancke, 2000;
Wills, 1999).

Despite differing national union agendas, limited unity and the development of
European solidarity (Wills, 2000; Streeck, 1997), some commentators
believed that the EWC provided a clear opportunity for trade unions to
strengthen representation and use the platform to promote European level
coordination (Pulignano, 2005; Lucio and Weston, 2000). Indeed, in their
typology, Lecher et al (2001) referred to the importance of cross-border
networking between EWC representatives and the prospect this offered for
strengthening European voice. However, if coordination is to take place and
European trade union networks are to emerge, emphasis must be placed on
vertical, as well as horizontal integration. For this to occur, unions and
employee representatives at local, national and European levels and, across
different EU states, must engage in developing consensus based rules and
political strategies, if they are to succeed in strengthening voice and remain
autonomous and efficient agents (Pulignano, 2005; Hyman, 1997).

Indeed, Lucio and Weston (2000) demonstrated how effective horizontal
networking could be for workers. In their empirically based study, they showed
how one multinational was forced to change its management practices when
a trade union discovered that different performance indicators, linked to pay
and reward, were in operation across the company. Without coordination,
potentially, such discrepancies would have remained unnoticed. Pulignano
(2005) underlined the need for cooperation amongst central and local level
actors, along with national and work level institutions, but without attempting
to eradicate the divergence of national employment issues. Indeed,
Pulignano (2005:391) called for a system which sought convergence within a

transnational domain ‘...where synergies between central and local-level
organizations and institutions are generated.’ In essence, trade unions need
to recognise their national differences and to work towards building networks
and coordinating transnational issues through the EWC mechanism, if they
are to play a part in delivering European voice. Moreover, the EWC

mechanism provides an appropriate strategy for unions to do this.
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In assessing trade union response to EWCs, we underlined the critical role of
national trade union structures and their influence in cultivating effective
European voice. In light of this and in keeping with the purpose of this study,
it is essential to evaluate national level voice structures in Hungary and
assess their relationship with EWCs to date. Therefore, the next chapter
considers the role and strength of prevailing voice mechanisms in Hungary.
However, before turning to this, we summarise briefly the chapter and
debates concerning EWCs.

3.6 Summary of Chapter

From the beginning, the development and implementation of EWCs has
proved to be a challenging social and political project (Marginson and Sisson,
2006; Falkner, 1998; Gold and Hall, 1994). From the Company Statute and
Fifth Directive, in the 1970s, to the Vredeling Directive, in 1983, and the Social
Protocol and Treaty of the European Union, in the early 1990s, the journey
has been long and fractious; however, all attempts helped to pave the way
forward in the establishment of EWCs (Falkner, 1998).  Despite opposition
from the social partners and, perhaps, more damaging, opposition from the
UK government, the EWC Directive has defied the odds and using the three
principles of regulation; subsidiarity; and negotiation, emerged as a relatively
key edition to the EU’s portfolio of social policy (Muller and Platzer, 2003),

Nevertheless, Directive 94/45/EC has come under scrutiny for producing a
more watered down version of Vredeling’'s original directive (Falkner, 1998),
with Hall and Marginson (2005) regarding the end result as more ‘paper tiger’
than ‘Trojan horse’. Indeed, with no clear role for trade unions and minimum
standards in information and consultation provision, the original EWC
Directive has struggled to revitalise employee voice, particularly within EU
member states such as Germany, where codetermination rights make
national voice mechanisms far more robust and effective (Streeck, 1997).
However the recent recast of Directive 09/38/EC sees a strengthening of
information and consultation rights, within the EWCs, offering worker
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representatives better opportunity for participation through the availability of
training (Picard, 2010; Jagodzinski, 2009). The recast Directive has attempted
to put in place more stringent measures to ensure EWCs operate as
meaningful mechanisms of voice within multinationals, but, whilst the changes
impact on some pre-existing EWCs, established under the original rules, not
all EWCs are required to adopt the new enhanced regulations and, in this
study of EWCs, the case study evidence was considered under the original
EWC framework.

Reaction to the establishment of EWCs has been mixed and the debates
surrounding EWCs can be summarised in three parts. The first views EWCs
in more optimistic terms. Despite clear evidence that the voluntary nature of
many EWC agreements has meant that European level voice has produced
rather diverse results, with wide variations in breadth and scope (Keller and
Platzer, 2003; Muller and Platzer, 2003; Falkner 1998), some commentators
offered an upbeat assessment of EWCs (Com, 2004; Lecher et al, 2001,
Lecher and Rub, 1999), believing them to have the potential to deliver
effective European level voice. In their typology, Lecher et al (2001)
demonstrated the existence of ‘participative’ EWCs, illustrating that, under the
right conditions, EWCs signalled a positive step in the development of worker
participation. Indeed, evidence from French-owned Danone shows how
effective EWCs can be, when management adopt a positive attitude towards
them (Carley, 2001).

However, Gilman and Marginson (2002) offered a more measured
assessment of EWCs, showing how ‘statutory model’; ‘country’; ‘sector’; and
‘learning’ effects all played their part in determining the success of EWCs.
This analysis was supported by a growing literature which documented a
more pragmatic account of EWCs, showing how national frameworks
dominated EWC forums and how a lack of training for EWC members slowed
down communication and failed to ensure that a European dynamic and
identity was cultivated (Whittall et al, 2007; Timming, 2006; Waddington,
2005; Stirling and Tully, 2004; Hall, 2003; Whittall, 2000; Wills, 2000; 1999).
Moreover, whilst the optimists considered EWCs to be a move towards a
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European industrial relations structure (Com, 2004; Lecher et al, 2001, Lecher
and Rub, 1999), the pragmatists took the view that further integration and
Europeanisation was unlikely (Glassner and Keune, 2010; Marginson and
Sisson, 2006).

The third position saw commentators adopt an even darker assessment of
EWCs. Considered by Streeck (1997) to be of little value to workers, he
argued that the development of European level participation damaged the
development of much stronger voice mechanisms nationally. Keller (2002)
echoed these sentiments, concluding that voluntary framework and minimum
standards could not withstand the forces of transnational business and,
therefore, offered no prospect for counterbalancing the employment
relationship.  Moreover, there is empirical case study evidence which
reinforces this view (Waddington, 2005; Wills, 1999).

One point, which appears to unite critics, is the fact that stakeholders play a
key role in the success of EWCs (Gilman and Marginson, 2002; Lecher et al,
2001; Streeck, 1997) and no less apparent is the influence of the multinational
environment. The control which management have over the EWC s,
perhaps, best illustrated through Royle’s (1999) examination of McDonald’s.
Royle’s (1999) study showed how management were able to shape EWC
strategy through a range of measures. Most frequently this is achieved by
restricting employee consultation, ‘buying’ worker silence through legitimate -
and not so legitimate - means and using the EWC as part of a union
avoidance strategy. Once again, there is further evidence to support these
findings (Timming, 2006; Woodhead, 2006; Ramsay, 1997; Barrie and Milne,
1996; Schulten, 1996),

The lack of solidarity between EWC representatives across Europe inhibits,
also, the development of European trade union coordination and union
capacity to harness voice through the EWC mechanism (Pulignano, 2005;
Wills, 2000; Streeck, 1997). With no explicit role for trade unions within
EWCs, their involvement, in this European mechanism, is, again, subject to
management control and bias but, also, curtailed by the structure of European
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voice itself (Pulignano, 2005; Waddington, 2005; Miller, 2004; Waddington
and Hoffman, 2003; Steiert, 2001; Hancke, 2000; Wills, 1999). Whilst EWCs
provide an opportunity for trade unions to strengthen voice in Europe, either
through training or more formal arrangements such as joint partnership
agreements, more crucially, unions must come to realise its importance and
the prospect it brings for deeper integration (Pulignano, 2005; Lucio and
Weston, 2000), For this to occur, trade unions must consider harmonising
links both horizontally and vertically and foster closer relations between multi-
level voice structures (Pulignano, 2005; Hyman, 1997). In recognition of this,
the following chapter assesses, to what extent, national voice mechanisms, in
Hungary, have worked towards strengthening employee voice through the
EWC mechanism and considers in general how EU membership and the post-

communist climate has influenced Hungary’s industrial relations landscape.
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Chapter 4

Employee Voice in Hungary

The implementation of EWCs has been a challenging process which has
produced wide-ranging academic debate on their success. Whilst some
commentators put forward an argument for their relative effectiveness, as a
mechanism of employee voice (Com. 2004; Lecher et al., 2001; Lecher and
Rub, 1999), others tended to focus on their limitations (Hall and Marginson,
2005; Waddington, 2005; Gilman and Marginson, 2002; Carley and
Marginson, 2000; Wills, 2000; 1999; Royle, 1999) and weaknesses (Keller,
2002; Streeck, 1997).

Despite the variation in opinion, the evidence largely suggests that EWCs are
insufficiently equipped to counter the rising force of the multinational company
(Whittall et al., 2007; Timming, 2006; Hall and Marginson, 2005; Wills, 2000;
1999; Royle, 1999; Ramsay, 1997; Streeck, 1997) and fail to balance the
power inequalities which exist within the employment relationship (Butler,
2005; Kelly, 1998; Hyman, 1997; Hyman and Mason, 1995). Moreover, in
keeping with Hyman’s (1997) analysis, a question hangs over the level of
autonomy; legitimacy; and efficacy which they provide for workers and
whether EWCs have the capacity to exert the same pressure on management
as trade unions. For EWCs to evolve as meaningful voice mechanisms,
unions at both national and sector level need to realise their potential and
work towards developing integration both horizontally and vertically within the
EWC framework and strengthen solidarity links through pan-European
coordination (Pulignano, 2005; Lucio and Weston, 2000).

Given the importance placed on national level representation and trade union
involvement in EWCs, it seems appropriate, at this juncture, to examine the
relevance of Hungary and how its national level voice mechanisms have
played a part in influencing the establishment and maintenance of EWCs.
With a growing number of multinationals and foreign-owned businesses

based in Hungary, EWC participation, amongst Hungarian workers, is on the
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rise (Voss, 2006). Around twenty five per cent of Hungary’s working
population is employed by a multinational and, so, the need to be involved in
transnational consultation through the EWC is increasing (Lado, 2001). In
light of this, the chapter aims primarily to outline how the changing political
and economic landscape of Hungary has influenced its industrial relations
system, both nationally and at a European level. The chapter is presented
over six sections. Section one provides a broad history of Hungary under
state socialism and demonstrates how this shaped the role of trade unions
during this period. Section two focuses on the political and economic
transition after the fall of communism and its subsequent impact on worker
representation. Then, the third section considers the consequences of
political transition and focuses on the introduction of the Hungarian Labour
Code in 1992, exploring the reinvention of works councils and the emergence
of dual channel representation. Section four examines the growth of
transnational business in the region and the impact of the multinational
environment on employee voice mechanisms, whilst section five focuses on
Hungary’s accession to the EU and their role within EWCs. The final section
attempts to bring together the disparate literatures on voice, EWCs and
Hungary and sets up the study’s framework, outlining the research questions
and providing a rationale for the study. We begin our assessment by
exploring Hungary’s political, economic and industrial relations landscape

under state socialism.

4.1 Hungary under State Socialism and the Role of Trade Unions

Throughout the centuries, the Magyar people of Hungary have become all too
familiar with political struggles for power and control. In 1848, a revolution to
bring independence to the country took place but later failed and prompted
the establishment of the Austro-Hungarian Empire, in which the two countries
ended up governed by one monarch. By the time of World War |, Hungary had
struggled to keep its land and cultural identity and, in the end, it was the
intensification of these national tensions which caused the fall of the Empire.
In 1919, the Communist Party first came to power and the Hungarian Socialist
Republic was formed. However, by 1920, the Communists had come under
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fierce opposition and, eventually, a monarchy was restored. From then until
the beginning of World War Il, Hungary suffered both politically and
financially, with the Great Depression causing both hardship and instability.
During World War I, the Hungarians, keen to reclaim the land, which they had
lost previously, allied themselves to Nazi Germany. This proved to be a
catastrophic move, when heavy fighting took place between the German and
the Soviet armies, destroying the city of Budapest in the process (Cartledge,
2011; Dolcalavich, 2006; Sugar et al, 1994).

After the War, the Red Army continued to occupy Hungary and, with no room
to manoeuvre, Hungary quickly conceded power to Russia and the communist
regime. During the aftermath of World War II, thousands were executed and
imprisoned as fragmentation and the struggle for power continued within the
Communist Party. By 1956, Hungary reached the pinnacle of its political
unrest and, on 23 October, the Hungarian uprising began. What started as a
student-led protest amalgamated in a full-scale revolution, where soldiers
joined protestors and pulled down a statue of Joseph Stalin. Over twelve
days, approximately 20,000 people were killed and, by the end, Russian tanks
had regained control and a new Soviet leader, Janos Kadar, had been
appointed (Cartledge, 2011; Dolcalavich, 2006; Sebestyen, 2006; Teglas,
1998; Sugar et al, 1994).

One of the most significant events during the revolution, in 1956, was the
establishment and mobilisation of workers’ councils. In Budapest and
throughout the major industrialised towns and cities of Hungary, workers
organised in opposition to the Stalinist regime. Whilst they were not anti-
socialist, they believed that the current political model was oppressive and the
system lent itself to a ‘top-down’ approach, whereby the working classes
remained controlled by the political leaders and the owners of production.
Although they did not support a free market economy, they believed that the
so-called socialist structure of Hungary was not socialism in its truest sense.
Members and leaders of the workers’ councils supported the revolution and,
very quickly, formed a network at both national and local levels, electing a
central workers’ council which operated from Budapest. Their primary aim
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was to ensure that workers seized the factories for themselves and learned to
command their labour and the means of production. Within the political
sphere, they made demands, also, for the withdrawal of Russian troops and
for more democratic measures to be implemented. In short, the workers’
councils were a key force within the revolution aimed at bringing dignity to the
working classes and putting power back in the hands of the people
(Sebestyen, 2006; Bekes et al, 2002; Burawoy and Lukacs, 1992). Whilst,
they were destroyed by the Soviets towards the end of the revolution, their
achievements were momentous and their role is seen by some to have
influenced the eventual dismantling of communism in the late 1980s (Burawoy
and Lukacs, 1992). Indeed, there is further evidence, throughout the period
leading up to political transition, of the continued efforts of workers’ councils
and their role in shaping working lives at enterprise level. However, these
were often isolated attempts and became marginalised (Neumman, 2005;
Vaughan-Whitehead, 2003; Burawoy and Lukacs, 1992).

The Communist Party ruled Hungary and its political and socio-economic
development became dominated by the authoritarian regime right up until the
collapse of the regime in the late 1980s. In real terms, the employment
relationship remained heavily controlled and participation was limited for
workers. Most employees were restricted by their geographical location and
the availability of housing in Hungary. This meant that many employees had
limited work opportunities. During this era, there were discrepancies in pay,
based on gender and age, and job and training opportunities within the labour
market were kept in line with the central planners’ view of the economy
(Flanagan, 1998). Policies were put in place to restrict university access and
emphasis was placed on promoting vocational training. As a result, academic
funding was neglected and there was over-investment in vocation courses.
With training opportunities limited; pay unequal; and a ban on independent
workers’ organisations; job satisfaction, amongst workers, remained low
(Flanagan, 1998; Toth, 1998a).

The Hungarian industrial relations system reflected a Leninist model of the

centrally planned economy and a total of nineteen industrial unions were
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created under the SzOT confederation (Toth, 1998a). Decisions were made
and implemented by the state and trade unions were regarded as
‘transmission belts’, acting as the interlockers at the enterprise level, between
the state central planners and management and workers (Frege, 2002).
During this period, the role of trade unions was two-fold. Their first aim was to
ensure that the production targets, set by the state, were met by the
workforce. Their second responsibility was for the distribution of social
benefits such as housing and recreation facilities. Through these
arrangements, many workers benefited from the use of company-owned
holiday homes (Neumann, 2006; Flanagan 1998). Since workers were
required to join the union, membership remained at full capacity, with the
unions receiving one per cent of the total payroll of all state-owned
enterprises. However, despite their density and wealth, providing worker
representation was not part of the union strategy, since their position was
aligned firmly with the employer (Flanagan, 1998; Toth, 1998a).

In short, the trade unions had little influence in the workplace and the absence
of collective bargaining rights, up until the 1960s, meant that wage rates, set
centrally by the state, were not up for negotiation. Workers had no legal right
to strike and union representation was characterised by informal problem
solving and bureaucratic co-ordination, as they attempted to avoid open
conflict over labour issues with management (Mako, 2006; Toth, 1998a). In
addition, middle-ranking managers held many union posts since involvement
with the unions was seen as a fast track to promotion. This allowed trade
union leaders, operating in the interests of management, to seek budgetary
increases for their companies from the central authorities, whilst claiming

them to be in the interests of the union (Flanagan, 1998; Toth, 1998a).

Eventually, Hungary began to adopt a reform programme, embracing what
was dubbed ‘Goulash Communism’ during the 1960s (Teglas, 1998; O’Neil,
1996). Essentially, this represented a form of institutionational dualism,
whereby economic decentralisation, along with an increase in business
activity, created a mixed socialist economy (O’Neil, 1996). Sharing its border
with Austria, Hungary created a gateway for Western trade into Eastern
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Europe during the regime (Lado, 2001). Labelled the ‘Budapest-Vienna axis,
the high concentration of foreign enterprises, based within this geographical
region, became an industrial centre and managers acquired experience of
organising companies on a profitable basis. By the late 1980s, a number of
managers had become part owners of private businesses (Neumann, 2005;
Galgoczi, 2003; Lado, 2001; Flanagan, 1998). In short, this pseudo-market
economy was invented to help compensate for the shortcomings of state
socialism; building links with the external environment in order to be seen as a

pro-liberal state and to legitimise the regime (O’Neil, 1996).

At the same time, there was a notable shift away from centrally governed
wage regulation and opportunities for company level bargaining emerged. In
1968, the Labour Code allowed collect agreements to be negotiated at
company level and bonus and benefit schemes reflected the internal labour
market of each business and sector. From this shift emerged a system of
embryo-bargaining and, for the first time, pay and conditions were varied and
decentralised. Trade unions, also, as representatives of the workforce,
gained new rights which permitted them the use of information, consultation
and (limited) codetermination. However, in reality, decisions continued to be
made by those in charge of enterprise, along with the Young Communist
League (Toth, 1998a; 1993).

Yet, despite the shift towards a more progressive political and economic
structure under Kadar's leadership, a stable and coherent alliance of
Hungarian workers was clearly impossible for employees under the regime.
Most employees continued to view the unions with a considerable amount of
cynicism and distrust and this, still, continues to hamper efforts to create a
more worker-led approach (Neumann, 2005; Frege, 2002; Toth, 1998a;
Flanagan, 1998). Indeed, changing the attitudes of workers has been a major
obstacle in a post-communist age. The ‘legacy approach’ argued that, since
labour relations under communism disappointed many, it has prompted a
negative attitude towards attempts to amend and overhaul the labour
landscape (Frege and Toth, 1999; Burawoy and Lukacs, 1992). In light of
this, the following section considers in more detail the political and economic
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transition process and Hungary’s move towards liberalisation, exploring how
these developments have influenced Hungary’s industrial relations system.

4.2 Political Transition and its Impact on Worker Representation

At the end of the 1980s, Hungarian authorities realised that political power
was decreasing both in the Soviet Union (USSR) and within Hungary. Whilst
political fragmentation was taking place within the Communist Party,
opposition parties were gaining ground, also, and, in the end, the ruling party
realised it had to share power in order to survive (O’Neil, 1996). The process
of liberalisation began in the mid 1980s and, by the end, all parties had signed
an agreement that would allow the establishment of new political parties and
bring about democratic elections. By 1990, Hungary held its first free election
and with this came much stronger political stability (Hoos, 1996; Bunce and
Csanadi, 1993; Csaba, 1993). However, much of the political transition was
fuelled by an economic crisis. As a major exporter of manufactured goods,
the economic downturn highlighted production inefficiencies, resulting in
soaring costs and stifing the export market. Yet, Hungary's path to
liberalisation did not follow that of other CEE states (Docalavich, 2006).

During the transition process, many CEE countries adopted a ‘shock therapy’
approach. This type of reform package was noted for its policies on price and
trade liberalisation; free market competition; the promotion of private over
public enterprises; privatisation of state-owned enterprises; and the
introduction of sympathetic monetary and fiscal policies. Key to the strategy
was the speed at which it was instigated (Sokol, 2001; Hughes, 1992). A
sudden influx of political and economic change was believed to prevent
political opposition to the new economy. Such rapid change and reform was to
be accompanied by significant finance from the West, which had been
instrumental in bringing about the end of the regime. However, the reality was
somewhat different, with many CEE countries receiving little or no monetary
support from Europe or the USA (Sokol, 2001; Sachs, 1990).
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In contrast, the development of a market economy, within Hungary, was more
incremental (Hughes, 1992). This was partly owing to Hungary’s unique
experience of market forces and privatised enterprise under state socialism,
as outlined earlier (Neumann, 2005; Galgoczi, 2003; Lado, 2001; Flanagan,
1998; O’Neil 1996). These favourable market conditions, created by Hungary,
proved beneficial during the period immediately after the political change,
when foreign direct investment continued to arrive in its major cities. By the
1990s, Hungary managed to attract significant interest from foreign-owned
multinational organisations (Neumann, 2005; Lado, 2001). However, the
economic crisis, which brought political transition, worsened during the early
days of capitalism. By 1993, Hungary had entered a deep recession and its
effects were felt directly within the labour market. Around 800,000 people
were unemployed and factories which had operated previously under
communism were denounced as unprofitable and were forced to close (Hoos,
1996; Bunce and Csanadi, 1993; Csaba, 1993). Indeed, economic and
political freedom came at a heavy price which the people of Hungary were
forced to pay. Social benefits were cut or abolished completely; there was no
financial support to help reduce the differentials in living standards between
Western and Eastern Europe; and those, in work, were employed on
significantly lower wages than before (Docalavich, 2006; Hoos, 1996; Bunce
and Csanadi, 1993; Csaba, 1993).

To help relieve the deadlock, the Hungarian government implemented a plan
of action. The aim was to encourage multinationals into Hungary and create
work opportunities. This was achieved through an attack on corruption and
the black market. State companies were privatised, also, and tax breaks were
levied on those who reinvested business profits back into the economy. In an
attempt to remain competitive, labour costs were lowered, also, and, fearing
that multinational organisations might choose to set up elsewhere, wages
were kept at a minimum to encourage trade. Pensions were frozen, also, and
social expenditure capped. Consequently, poverty and depravation soared
and, in the early stages, capitalism brought with it harsher living conditions
than ever had been experienced under the communist regime. Yet, foreign
investment in Hungary was much higher than in other CEE countries and, in
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comparison, Hungary had the most comprehensive pro-labour legislation in all
of the CEE countries (Frege, 2002; Lado, 2001; Flanagan, 1998; Hoos, 1996;
Bunce and Csanadi, 1993; Csaba, 1993).

With high investment and worker regulation in place, the environment should
have been conducive to mobilising an effective trade union movement (Frege,
2002). However, evidence suggests that the outcome was a weak and
fragmented trade union movement, resulting in union pluralism and inter-
confederation conflict (Neumann, 2006; Pollert, 2000, 1999; Toth, 1998b;
Hughes, 1992). By the mid 1990s, Hungary had cultivated a decentralised
industrial relations system and new grassroots trade unions emerged.
However, the rising number of trade unions weakened worker representation

as their policies were too diverse and wide-ranging.

Whilst public sector union policy was concerned with protecting jobs, unions,
from the private sector, were keen to promote privatisation and market
liberalisation (Neumann, 2006; 2005; Frege, 2002; Toth, 1998b). Within the
National Council for Reconciliation of Interests (later the Interest
Reconciliation Council), established in 1988, bitter rivalry existed amongst the
six trade union confederations and disputes amongst them were fuelled by
two key factors: financial hardship and membership decline. There was
disagreement over the distribution of post state-socialist trade union assets
(comprising mainly of real estate). However, the politicisation of the trade
union movement and continuing contentions between the confederations
prevented them from merging, despite the obvious financial advantages
(Gennard, 2007; Neumann, 2006, 2005; Flanagan, 1998). At the time, the
ongoing conflict resulted in calls for strike action by the reformed National
Confederation of Hungarian Trade Unions, MSZ0OSZ, and, at times, this
threatened to destabilise the political landscape. The right to strike became
legal during the transition period but exercising this right was not so easy, with
most union leaders hesitant to take action (Mako 2006; Flanagan, 1998; Toth,
1998a). In 1992, eventually, the separation of trade union assets was
negotiated. Much of the real estate acquired was sold subsequently to

finance union activities, moving offices to smaller, rented premises. The sale
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of fixed assets created a very short-term solution to a very long-term problem.
However, the real threat to union survival was the decline in union density
(Gennard, 2007).

During the transition period, the unions saw a huge fall in its membership.
Under the new system, trade unions no longer provided the support services
they once did and whilst, increasingly, workers were employed by privatised
enterprises, despite the threat of job cuts, eventually most workers saw their
wages rise with the onset of marketisation. Union density continues to remain
particularly low in manufacturing but it is linked, also, to age and gender,
whereby young and female workers are less likely to join a union (Gennard,
2007; Aczel, 2005). Reduction in union subscriptions prompted a number of
job cuts within the union movement and organisations have been unable to
acquire fresh and valuable recruits from the graduate market (Neumann,
2005). Interestingly, support for the old state trade unions still remains far
higher than it does for the new grassroots unions, which emerged during the
transition period, and the public sector remains, also, a firm union stronghold
(Neumann, 2006). Here, union membership figures are at their highest, but
as public service posts remain in decline and Hungary enters another
economic downturn, there are signs that the unions are suffering further
challenges as a consequence of a changing political economy (Glassner and
Galgoczi, 2009; Neumann, 2006; Visser, 1995).

Given that fragmentation and union pluralism came to dominate Hungary’s
industrial landscape in the immediate aftermath of the communist regime, the
government responded to this by introducing the Hungarian Labour Code
(1992). This paved the way for the reintroduction of the works council system,
formalising the use of collective bargaining agreements and creating a dual
channel of representation (Neumann, 2005; Galgoczi, 2003; Toth, 1998a).
However, the Labour Code (1992) has and continues to be a contentious
issue for those involved in the employment relationship and, in particular, for
trade unionists. Therefore, having established that transition has been a
fraught and often painful process within Hungary, politically, economically and
within the workplace, the next section critiques in more detail the Hungarian
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Labour Code (1992) and the development of dual channel representation. In
particular, we consider the reinvention of works councils under the new legal

framework.

4.3 The Hungarian Labour Code (1992) and the Role of Trade Unions
and Statutory Works Councils

Given the ongoing conflicts within the labour movement between the old and
new trade unions, the Hungarian government used these tensions as an
opportunity to significantly remodel its industrial relations system through a
new legislative framework (Toth and Ghellab, 2003; Mako and Simonyi,
1997). This section outlines the key changes brought in with the
establishment of the Hungarian Labour Code (1992); examining the roles of
the trade unions and collective bargaining and the introduction of worker
participation through the statutory works council model. The section sets out,
also, the relationship between trade unions and works councils and discusses
the strengths and weaknesses of implementing dual channel representation.

Loosely based on a German style model of industrial relations, the Hungarian
Labour Code (1992) prompted one of the biggest overhauls of the country’s
industrial relations landscape (Azcel, 2005; Neumann, 2005; Toth and
Ghellab, 2003; Mako and Simonyi, 1997). The new labour legislation lays
down, through a number of processes, the rights and responsibilities of its key
labour institutions. First, it legitimised the institutions of interest conciliation at
national level through the establishment of the Interest Reconciliation Council.
Secondly, it marked out the rights and responsibilities of the trade unions at
enterprise level. Thirdly, it defined the representativeness of each union
within a now pluralistic union movement. Fourthly, it established the rules that
govern collective bargaining and labour disputes and, fifthly, it introduced
works councils as a mechanism of worker voice, outlining their role and
obligations. Within this section we focus particularly on the role of trade
unions and collective bargaining and consider how the emergence of works

councils has played its part in shaping the industrial relations framework.
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As noted earlier in the chapter, collective bargaining came to play a key role in
the employment relationship during the 1960s, but, given the lack of
autonomy trade unions had under state socialism, collective bargaining rights
were limited (Mako and Simonyi, 1997). Then, the Hungarian Labour Code
(1992) redefined this procedure; setting out its role at a macro (national),
meso (sector) and micro (enterprise) level; and recognising the role of trade
unions in the collective bargaining process. Given the pluralistic nature of the
union movement, the Labour Code (1992) sought to clarify who could and
could not be included in collective bargaining arrangements. In short, the
rules allow for one collective agreement to be signed per employer. Where
only one trade union is present within an enterprise, members must obtain a
minimum of fifty per cent of the works council election vote in order to
negotiate the collective agreement. In companies, where there is more than
one trade union, members collectively must reach the same percentage of the
works council election vote and, if an individual union receives less than ten

per cent, they are excluded from the negotiating table.

The Labour Code (1992) set out minimum standards in labour law and, in
terms of collective bargaining arrangements, allowed employers and unions to
negotiate their own terms. Primarily, agreements document information on
the terms and conditions of employment. Interestingly, since political
transition union members have been keen, also, to include information on
organisational restructuring and privatisation (Mako and Simonyi, 1997).
However the real debate, over these kinds of issues, are often left to the
works council which came into effect in the early 1990s. Indeed, the Labour
Code (1992) stipulates that, whilst trade unions have the exclusive right to
negotiate collective bargaining arrangements, particularly at enterprise level,
the role of works councils is to provide a forum for worker participation (Aczel,
2005; Neumann, 2005; Toth and Ghellab, 2003; Mako and Simonyi, 1997).
According to the Hungarian government, works councils were created for two
reasons. Firstly, the Hungarian government was concerned that unions were
not representative of the people at large and were concerned only with
representing their own membership. Works councils, therefore, filled this gap
by extending representation to all workers. Secondly, the development of the
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dual channel system ensured a much stronger platform for worker voice and
representation in the wake of union fragmentation and provided some level of
protection amid Hungary’s growing market economy and rapid privatisation
(Neumann, 2005; Vaughan-Whitehead, 2003).

Under the dual system, works councils are required to be set up in companies
which employ a minimum of fifty employees. Indeed, there are a few key
points worthy of mention which provide an overview and help to define the
structure and function of the statutory works council model. According to the
Labour Code (1992), it is the responsibility of the workforce to initiate the
establishment of a works council. Whilst companies are required legally to
establish a forum, the legislation fails to outline the necessary sanctions for
non-compliance. Candidates to the council should be permanent employees
of the company with a minimum of six years’ service and representatives can
be drawn from trade union and non-union employee groups. In order for a
works council to be deemed valid, at least half of a company’s workforce must
cast a vote in the election. Should the election turnout fall below this figure,
then, a new election must be held. The number of employee representative
seats allocated is proportionate to the number of employees. Once elected,
representatives must appoint immediately an employee chair. Then, each
member serves a three- year tenure and is entitled to dedicate around ten per
cent of their working week to work council related matters. A joint meeting
between management and the employee members must take place at least
twice a year. Whilst the Labour Code (1992) sets out minimum standards in
participation, it falls to works council members, along with management, to
outline the purpose and function of the works council. More broadly speaking,
the role of the works council is two-fold. Firstly, it is their responsibility to
manage the welfare funds; social facilities; and real estate of the organisation.
Importantly, it is within this area that codetermination rights are awarded to
the works council. However, whilst members are required, also, to comment
upon economic and business-related issues, including changes to working
conditions and shift patterns; payment of wages; and company restructuring,
participation operates, within this sphere, on an information and consultation
basis only.

103



It is the responsibility of management to ensure that worker representatives
are appropriately informed and consulted and the works council is entitled to
fifteen days in which to prepare a response to any planned changes.
However, there are restrictions, laid out in the Labour Code (1992), which
prevent worker representatives from discussing some types of information
with the wider workforce. Any issues deemed to jeopardise the interests of
the business, fall into this category and, therefore, management can force
representatives to withhold information from the rest of its employees. Despite
their indirect ties with the trade unions, through works council elections, the
Labour Code (1992) does not permit works councils to support or oppose
strike action. This is an interesting inclusion in the framework since it
attempts to make works councils impartial and, to a degree, promotes the

separation of works council and trade union activities.

In comparison with the industrial relations landscape under state socialism,
the Labour Code (1992) makes some attempt at bringing the employment
relationship in line with western European frameworks. Indeed, the
transposition of the EU’s Information and Consultation Directive (02/14/EC)
brought in minimum changes to the existing legislation (Fodor and Neumann,
2009). Some argued that the introduction of works councils hasslowed down
the de-unionisation of process in Hungary (Benyo, Neumann and Keleman,
2006). It could be argued, also, that it has forced trade unions to address
their own issues and realise the value of working together with works councils.
Indeed, the emergence of the dual channel has prompted some union officials
to actively seek a more significant role in shaping works councils (Draus,
2000).

In thirty per cent of forums, council seats are entirely taken up by union
members and this has allowed them to harness more effectively voice through
the works council mechanism. Union influence over the appointment of works
council representatives has contributed heavily to this, with approximately four
times as many trade union members appointed as works council chairs.

Moreover, evidence shows that only nine per cent of works councils operate
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in organisations where there is no union presence, demonstrating that works
councils rarely function in non-unionised workplaces and those, that have
close union ties, are considered more successful than those that do not

(Benyo, Neumann and Keleman, 2006; Mailand and Due, 2004).

Indeed, there is evidence that, in reality, works councils have not extended
the scope of consultation and worker participation. Instead, they have made
trade unions simply more vulnerable to political change (Neumann, 2006;
2005; Galogoczi, 2003; Toth and Ghellab, 2003; Vickerstaff and Thirkell,
2000). A good illustration of this can be traced back to the early
establishment of the Labour Code (1992). At the start, Hungary’s Ministry of
Labour sought to transfer collective bargaining rights from the trade unions to
the works council. This prompted a wave of concern amongst the six
employee confederations, within the Interest Reconciliation Council, who
believed that this would weaken significantly the role of unions within the dual
channel framework (Neumann, 2005; Galgoczi, 2003; Vickerstaff and Thirkell,
2000; Toth, 1998a). In the end, the Ministry conceded a partial concession to
the trade unions by allowing them to maintain exclusive bargaining rights at
enterprise level. Since this time, the Labour Code (1992), persistently, has
fallen victim to the political pressures and ideologies of the ruling party. Whilst
rightwing governments have tried to shift power towards the works councils,
often, leftwing parties have reverted these changes and attempted to create a
more balanced structure (Hayward, 2005; Aczel, 2005). Political tampering
with the system continues in the current economic climate, where, already,
the right-wing government has revised the legislation in line with its own
political agenda, and faced fierce public protests and worker opposition
(Komiljovics, 2012).

Moreover, whilst the dual channel system, in Hungary, claims to be based on
the German statutory model approach, it fails to truly replicate Germany’s
robust structure for worker participation and collective bargaining.
Codetermination, in Hungary, is restricted to one very limited area of social
welfare and there is little evidence that sanctions exist to ensure that
companies adhere properly to the legislation (Toth, 1998b). Neumann (2005;
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2006) argued that the dual system simply duplicated worker representation;
and created confusion for workers and their representatives. In turn, this has
caused internal feuding between union and non-unionised works council
representatives and strengthened management’s control, with managers
fuelling the rift amongst the members, in order to divert attention away from
the real issues facing the workforce (Frege and Toth, 1999; Toth, 1998a,
1998b). In reality, most workers rely on local level collective bargaining
agreements for protection (Frege and Toth, 1999). Some would argue that
the current arrangements actually offer less to workers that the former union
rights of the 1970s and 1980s (Mako and Simonyi, 1997).

Recognising these issues, Toth (1998a) argued that in order to strength the
dual channel system, there was a greater need for trade unions and works
councils to work more closely and forge a deeper relationship to protect
worker rights and to create a balance in the employment relationship. Of
course, it could be argued that the increase in foreign-owned enterprises, in
Hungary has compounded further the issues and, in some cases, has
increased the urgency for the establishment of a credible and viable employee
voice structure. With this in mind, the next section explores how foreign

investment, in Hungary, has influenced the employment relationship.

4.4 The Impact of the Multinational Environment on the Employment

Relationship in Hungary

A major contributor to Hungary’s political and economic transition has been
the inward investment of foreign-owned companies and, since the fall of
communism, a new wave of industrialisation has occurred in the region,
creating further implications for the employment relationship (Lado, 2002,
2001). This section, therefore, outlines the growing importance of
multinational organisations, in Hungary, and how this has shaped the
employment relationship. In particular, it considers how Hungarian workers
have reacted to different workplace strategies adopted by multinationals and

how unionised and non-unionised voice mechanisms have played their part in
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determining the employment relationship. Firstly, we begin by examining the

rise in multinational business.

Foreign direct investment in Hungary has centred largely around the major
cities; creating obvious economic disparities between rural and urban
communities (Sengenberger, 2002; Pollert, 1999; Toth, 1998b). The influx of
foreign investment across the region has developed in a variety of ways.
Initially, joint ventures with existing national businesses were encouraged, as
were the privatisation of public organisations and the acquisition of privately
owned domestic enterprises (Lado, 2001). The second wave of foreign direct
investment focused predominantly on the development of green field sites,
creating new locations for enterprise within the new transition economy. This
has been a particularly popular strategy for companies establishing industrial
links in Hungary, aided by the Hungarian government who have been keen to
promote the country through schemes known as ‘enterprise zones’ (Martin
and Cristescu-Martin, 2004; Lado, 2001). German-owned manufacturers, in
particular, have been eager to relocate to Hungary, benefiting from significant
tax breaks and the desire to drive down production costs. Approximately one
fifth of foreign investment across the region has occurred as a direct result of
the low wages and the provision of unskilled labour on offer in Hungary; theae
are two key issues which have proved challenging for those involved in
representing workers (Martin and Cristescu-Martin, 2004; Meardi, 2004, 2003:
Sengenberger, 2002; Boeri et al 2001; Pollert, 1999; Toth, 1998b).

In 1997, forty per cent of Hungary’s gross domestic product was attributed to
foreign business and twenty two per cent of multinationals were responsible
for the development of Hungary’s green field sites. With labour productivity
doubled and multinationals offering comparatively higher wages for workers
than local industries, the argument for foreign direct investment has been
persuasive (Galgoczi, 2003; Lado, 2001). However, the influx of foreign
investment has received a mixed response. Whilst some take an optimistic
view of its success (Galgoczi, 2003; Lado, 2001), others believe that it has
limited economic growth and cast doubt over labour market stability
(Sengenberger, 2002; Pollert, 1999). Inevitably, the arrival of foreign
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investment has not been without its problems. According to Pollert (1999:

128) the transformation of post-communist communities ‘...has done more
harm than good...” prompting general recession and decline in the region and
relocation programmes have created tensions within the East, as production
is moved from one site to another (Meardi, 2004; 2003). As Pollert (1999)
suggested, most organisations were conservative in their investment
strategies because their first interests lay in their own economic growth, rather
than the growth of the host economy. From this view stems a number of
issues around the benefits of encouraging foreign investment and these
arguments remain as apparent today in the wake of the current economic

crisis (Eironline, 2009).

In terms of its economic influence and impact on the labour market, evidence
shows that, often, multinational companies have failed to create additional
jobs in the region. In an attempt to cut costs, businesses have introduced
often a more streamlined structure and the introduction of new technology has
acted, also, as a labour saving device, allowing for a further reduction in
headcount. Moreover, the emerging private sector has failed to provide the
same number of jobs previously supplied by the state, and this has created
higher levels of unemployment (Lado, 2002; 2001). Whilst private sector
wages were initially much higher, the gap between state and private pay has
slowly shrunk and wage increases amongst many of the multinationals have
been linked only to inflation. In real terms, wages have fallen by around two
per cent. Moreover, the unemployed have found it particularly difficult to find
work within foreign-owned companies since they appear reluctant to take on
the jobless and unemployment continues to be a major problem
(Sengenberger, 2002; Frege, 2002; Lado, 2001; Toth, 1998a).

According to Galgoczi (2003), multinationals often choose to take either an
‘adaptive’ or ‘innovative’ strategy during expansion abroad. A company,
which attempts to harmonise its HR programmes in line with its new host
environment, is regarded as ‘adaptive’ but when a company chooses to
replicate the policies from its home country abroad, it is regarded as

‘innovative’. An example of this is the works council. Many German-owned
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multinationals have attempted to introduce German style works councils in
subsidiary plants, transferring cultural norms and procedures from Germany
to other host sites. However, getting workers to grasp new approaches is not
only demanding but, also, it can alienate foreign workers; ultimately, this is
damaging for longer term employment relations (Galgoczi, 2003).

The adoption of an ‘innovative’ strategy was not an entirely successful
experience for workers and managers at Magyar-Suzuki in Hungary
(Neumann, 1993). Having developed a green field site in an enterprise zone
within a more financially deprived region of Hungary, the Japanese-owned car
manufacturer was surprised by the reaction which they received from
Hungarian workers to its new work practices (Pollert, 1999). The study of the
plant illustrates a series of events in which workers forced management to
rethink its strategy. Given the high level of unemployment in the region,
Magyar-Suzuki was able to recruit an elite and highly skilled group of workers,
preferring to employ young over older workers. Indeed, Suzuki’s
specifications for staff were somewhat restrictive. Hungarians, whom they
deemed ‘employable’, were between twenty to thirty years of age, possessed
some level of skill and demonstrated a preference for working in a non-
unionised environment. In short, Magyar-Suzuki was able to create a union-
free workplace, simply by refusing the trade unions entry and recruiting
staffwho showed now signs of militancy. However, in 1992, Hungarian
colleagues were sent to Suzuki’'s Japanese headquarters for a six-month
training programme, where they were sent to learn the Suzuki way of working.
On their return, Hungarian workers began unofficial strike action over pay and
conditions, unhappy with the pay differentials between Japanese and
Hungarian workers. Japanese workers, based in Hungary, received, also,
double the salaries of their Hungarian counterparts. In addition, the working
day was one and a half hours longer in Hungary and overtime payments were
not guaranteed.

Forced into harmonising pay and working conditions, the success of strike
action prompted some workers to seek trade union support. Aware that

unions might have some influence, Suzuki responded with the introduction of
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a non-unionised employee forum, or works council, set up to dampen any
further attempts by workers to elect a union representative. Still dissatisfied
with the use of Japanese production methods, the metalworkers’ union gained
support and momentum outside the Suzuki plant. In an attempt to annul the
works council elections, which contravened the Labour Code (1992)
requirements, the union managed to gain thirty six per cent of worker votes.
Despite the outcome, Suzuki remained defiant and refused to concede to the
unions, continuing to promote the works council as its only channel of

representation.

In contrast, French-owned Merlin-Gerin-Vertesz took a more ‘adaptive’
strategy when setting up operations in Hungary (Toth, 1993). Instead of
imposing French models of work, in Hungary, the company adopted a
balanced approach towards integration. Whilst Hungarian workers were
invited over to France on an observation exercise, French workers were given
the opportunity to learn Hungarian and, although many senior ranking
managerial posts were undertaken by French expatriates, a Hungarian
manager was given responsibility for the development and implementation of
Hungary’s HR strategy. Merlin-Gerin-Vertesz chose, also, to negotiate with
the trade unions over their collective bargaining agreement and installed, in
Hungary, a new, fairer pay system based on job evaluation (Toth, 1993).
Whether the decision to include the trade unions was merely a gesture of
goodwill, rather than an attempt at counterbalancing the power within the
employment relationship, is debatable (Pollert, 1999). However, their
approach was warmly welcomed in Hungary, creating a more cohesive

employment relationship (Mako and Novoszath, 1995).

The two approaches, adopted by Suzuki and Merlin-Gerin-Vertesz, resonate
with Lecher and Rub’s (1999) framework. In many ways, the ‘innovative’
approach echoes the ‘ethnocentric’ strategy, whereby multinationals opt to
deliver tried and tested HR strategies abroad, whilst the ‘adaptive’ method
chimes with the ‘geocentric’ approach, in which a more blended strategy is
developed. Also, the influence of the multinational and its home environment

in shaping operations in Hungary echoes with Gilman and Marginson’s (2002)
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framework, in which the ‘country’ and ‘sector’ effects are shown to impinge on

transnational work practices and the development of EWCs.

In summary, the Suzuki case study demonstrates the power of the
multinational and its ability to undermine the employment relationship at both
an international and local level. It highlights, also, a lack of autonomy and the
weakness of the unions in their efforts to force Suzuki to formally recognise
them as agents of worker representation. Despite their credible attempts at
garnering support from the workforce, ultimately, their capacity to intervene
and take control of the situation was not quite in their grasp. Although
managers, at Merlin-Gerin-Vertesz, showed a far more positive attitude
towards the union, the question remains whether the union would have
obtained such a key role in negotiation process, if they had not been invited to
do so. On the other hand, perhaps, the actions of both multinationals suggest
they fear trade union intervention. Whilst one company forcefully obstructs
their involvement, the other encourages it, both bid to control worker
demands. This suggests that trade unions have some sway; however,
irrespectively, the system continues to favour management choice over
worker voice. Interesting, local Hungarian employers show a preference for
negotiating with the local trade unions, whilst multinationals and senior
management prefer consulting with the works council. At the start of the
transition period, Hungarian managers believed that the weak position of the
unions would create a more malleable workforce. However, foreign investors
assumed that the trade unions would be much a stronger force and, therefore,
favoured the works councils (Benyo, Neumann and Kelemen, 2006, Mako,
2006).

However, despite the evidence that points towards a weak and fragmented
union movement, there exists some empirical data which provides some hope
for trade union participation and Toth’s (1998b) analysis of airline carrier,
HNAC, offers some optimism for their success. Prior to the regime change,
Hungary had one state-owned airline carrier and the air mechanics,
responsible for servicing the aircraft, were regarded as highly skilled
employees. However, during the transition period, workers attempted to set
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up a union to protect worker pay and conditions but the union was denied
recognition by local managementwho, at the time, were in takeover talks with
an American airline. In part, the union was to blame for this. Union leaders
failed to consult with its members on a number of issues and rejected the
trade union. After the takeover, the firm faced substantial job losses and the
union was left floundering without a leader and unable to fight for better
severance packages. However, the demise of the union was short-lived.
After the introduction of a works council, the union was reinstated. Changes
in management attitude prompted its introduction, coupled with the
appointment of a new union leader and renewed worker strength in collective
bargaining. During wage negotiations, the union demonstrated a capable and
organised strategy, managing to increase worker wages. With the threat of
strike action averted, the union and senior management reflected that they
had both succeeded in finding a solution.

The story of HNAC demonstrates that, under the right circumstances, unions
have the strength to mobilise effectively and this is a positive step for
strengthening Hungarian voice. However, it cannot be overlooked that, once
again, management’s change in approach played a significant part in allowing
the unions this opportunity.  For better or worse, senior and local
management attitudes continue to dominate proceedings and, whilst Toth’s
(1998b) study indicates the efficiency of the trade union, it reinforces, also, the
strength of the multinational over the trade unions; this has become a familiar
story. The situation remains a challenge for union leaders. Whilst there is
evidence that strike action, amongst Hungarian workers, is on the rise, the
difficulties, faced by the union movement, tend to be borne out of prevailing
socio-political legacies; distrust for the unions; and worker fear of workplace
conflict (Toth, 1998a; Neumann, 1993). All of which cast doubt over whether,
truly, unions can be regarded as a robust mechanism for voice Hungarian

workers (Hyman, 1997).

Senior management attitudes, embedded within the multinational
environment, influence, also, the employment relationship (Galgoczi, 2003).
The debate shows a two-pronged approach, with multinationals adopting
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either a ‘high road’ or ‘low road’ strategy (Gill and Meyer, 2008). Firms, which
adopt a ‘high road’ strategy tend to pay higher than average wages and offer
above standard working conditions, and, in return, expect staff to demonstrate
a high level of commitment. Staff are well qualified and show, also, a
willingness to learn and, often, are required to be flexible. In contrast, firms,
employing a ‘low road’ approach, tend to recruit unskilled or semi-skilled
workers; target young and female workers; and pay minimum wages. Driving
down production costs is the key aim of this strategy and there is much
evidence of this, in practice, amongst foreign-own subsidiaries based in
Hungary. Whilst the ‘high road’ approach is in keeping with an ‘adaptive’ or
‘geocentric’ approach to managing employee relations, the ‘low road’ echoes
a more ‘innovative’ or ‘ethnocentric’ strategy. Moreover, whilst there are
distinctions between the attitudes of senior and local management, pressure
is placed on local Hungarian managers to meet the targets set by the senior
managers and, often, this means that they adopt the same workplace
strategies (Galgoczi, 2003; Lado, 2001; Lecher and Rub, 1999; Pollert, 1999;
Toth, 1998b).

Evidence shows that foreign investment has played a significant part in
Hungary’s economic and political development (Martin and Cristescu-Martin,
2004; Sengenberger, 2002; Lado, 2001; Pollert, 1999; Toth, 1998b). Indeed,
Hungary’s willingness to encourage growth, in foreign enterprises, came with
bigger ambitions to gain membership to the EU. Once growth and stability
was secured internally, Hungary’s main objective was to trade inside the EU
zone. As part of its enlargement programme, Hungary was granted EU status
eventually in May 2004, having reached the criteria for entry set out by the EU
institutions (Mailand and Due, 2004). In turn, it has not only been national
legislation and the increase of multinational enterprise that has come to
influence Hungary’s employment relationship. As a member, so, too, has the
EU influenced its industrial relations system and new labour laws. One
significant impact is the extension of EWCs to include new member states.
This means that the EWC Directive now covers Hungarian workers and the
next section examines what European level worker participation means for

Hungarian workers.
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4.5 The EU and the Introduction of EWCs

Accession to the EU brought Hungary to a new phase in its economic
andpolitical development. It was the dawn of something new and inspiring
and an opportunity for Hungarians to be part of an European elite. This
section, therefore, explores how the EU has changed Hungary and more
importantly, how it has changed working lives. With the growth in foreign
investment and the number of multinationals setting up in the region, there
have been a number of key issues for workers. Differentials in working
conditions; tensions between colleagues in the west and east; and the
lowering of labour standards are just some of the problems created by EU
accession and the question remains as to whether or not these issues hamper
the creation of European worker participation and cross-border trade union
networks.  The section, therefore, considers how EWCs have been
implemented, in Hungary, and whether or not early indications show them to

be a success for workers.

EU membership increased the number of foreign-owned multinationals, in
Hungary, and it intensified, also, competition, with the rest of the new CEE
accession states attracting significant investment (Voss, 2006; Lado, 2001). It
has been argued that, in turn, this created a race to the bottom between CEE
countries, keen to encourage multinational investors, potentially at the cost of
labour standards (Martin and Cristescu-Martin, 2004; Pollert, 1999). Indeed,
Hungary’s bid to increase growth and investment, sometimes, has been to the
detriment of Western European workers. German car manufacturers, Audi,
relocated operations to Hungary, forcing German car workers to re-examine
their own contracts and become more flexible in a bid to retain some of the
work (Kvist, 2004; Martin and Cristescu-Martin, 2004; Meardi, 2002; Lane,
2001; Vickerstaff and Thirkell, 2000). Relocation of production from West to
East has continued to be a sore point for multinational workers who, often,
have witnessed jobs moving eastwards (Voss 2006; Frege and Toth, 1999).
In turn, this has heightened tensions between Eastern and Western European
workers and has not been helpful in creating a cross-border culture of worker
solidarity. Historically, CEE workers have shown little interest in cultivating
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solidarity links even amongst their own working groups and the East has
become regarded, by some, as the ‘Trojan horse’ of market deregulation
(Meardi, 2002).

However, Neumman (2005) argued the notion that the workers, in Hungary,
were prepared to sacrifice working standards in return for jobs, was a
common misconception. In Hungary, the unions place considerable emphasis
on raising wages in alignment with the rest of Europe. Sadly, this approach
runs counter to the labour strategies adopted by the Hungarian government
and the multinational community who remain keen to promote economic
growth, sometimes, at the expense of workers (Glassner and Keune, 2010).
So, with differentials in labour standards across the CEE region and the
tensions caused by West to East relocation, is the prospect of creating a solid
European worker dynamic feasible and does the EWC offer a credible forum

for achieving this?

Unfortunately, there is limited evidence from Hungary outlining the impact of
EWCs. Neumann’s (2005) assessment indicated that Hungarian workers
reacted positively towards EU intervention since it was seen to offer a number
of opportunities for increasing worker protection. Voss’s (2006) account of
Hungary’s response to EWCs suggested that their success was restricted
somewhat by a number of issues, creating barriers to participation. More
generally though, the existing literature reports on the impact of EWCs across
the wider CEE region. However, whilst the data does not chart specifically
Hungary’s response to EWCs, the findings are worth some consideration and,
before returning to Voss (2006), we consider Meardi’s (2004) study of Polish
EWCs. In general, the study found that EWCs were well received by workers
who believed that the EWC promoted transparency and encouraged
benchmarking across Europe. Indeed, Meardi (2004) referred to the ‘short
circuitt, prompted by EWCs, since its structure had given worker
representatives direct access to senior management. Unhappy with how local
management are responding to these issues, local trade union and EWC
representatives have learnt to refer their problems to senior management,

through the EWC, often bypassing local management in the process.
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However, further evidence shows that senior management are not keen to
resolve local issues (Meardi, 2004) and it is reported more widely that the
transparency, created by the EWC, is obscured purposefully by management
in a bid to cover up discrepancies in working conditions across sites (Meardi,
2004; Galgoczi, 2003; Carley, 2001). Across the CEE region, involvement in
EWCs, by CEE worker representatives, has been varied and there is
evidence that foreign-owned multinationals have slowed down deliberately the
expansion of the EWC to include CEE members. Meardi (2004) observed
that, at ltalian-owned Fiat, it took over five years for managers to organise
‘observer status’ for its Polish representative, whilst, at German-owned
Siemans, management excluded the Hungarian representative from attending
the EWC meeting. At German-owned AEG, Hungarian trade union
representatives were banned deliberately from taking part (Galgoczi, 2003).
Even at French-owned Danone, where their approach to EWCs has been
commended, it is alleged that, purposefully, senior management slowed down
the programme of EWC enlargement when integrating its CEE members
(Carley, 2001).

So far, it has been underlined, throughout this assessment of voice, how
easily multinationals can control the EWC forum. Consequently, it comes as
little surprise to find that their influence is once again partly to blame for the
slow pace in which Hungarian, and other CEE EWC members, have come to
participate at a European level. Moreover, at the local level, Voss (2006)
cited a poor attitude and lack of interest amongst local managers as a key
obstacle to Hungarian participation in the EWC. Findings, from the study,
show that many of those, involved in participation at local level including
managers, regard EWCs as ineffective institutions which do little to influence
management decision-making. Indeed, despite the initial enthusiasm
displayed by local trade unions towards EWC involvement, there is limited
evidence that either works councils or trade unions have engaged actively,
and there is no sign that they have attempted to strengthen voice
mechanisms through pan-European union coordination (Voss, 2006; Aczel,
2005; Neumann, 2005). Aczel (2005) suggested that intensifying international
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trade union networks was the only way Hungarian workers would continue to
have a voice. Echoing these recommendations, Voss (2006) urged
Hungarian trade unions to intensify their activities in order to strengthen their

role in Europe.

There are some preliminary signs that work has occurred at sector level,
particularly within Hungary’s European Mine, Chemical and Energy Workers’
Confederation. However, there are no obvious indications of dialogue yet
taking place at a European level (Mako, 2006; Neumann, 2005). Meardi
(2004) reinforced these calls for more action from the trade unions, and
believed, also, that transnational union networking would only encourage
stronger solidarity links, if it was carried out in conjunction with a change in
attitude and a more open-minded approach towards European level
consultation. Indeed, Voss (2006) advocated that, for EWCs to evolve as an

effective voice forum, a number of components had to be in place.

Firstly, there must be a strong labour relations culture and active trade union
involvement at a European level. Secondly, there must be a robust system of
industrial relations, nationally, to support the work undertaken at the European
level. Thirdly, trainingfor representatives both in language and in the workings
of the EWC must be provided, also. Fourthly, information and consultation
should be an integrated process at enterprise, national and European level
and, lastly, a positive and proactive management culture, at all levels, needs
to be in place to underpin the work of the EWC. In essence, Voss (2006)
argued that, for EWCs to prove successful, they had to have union
involvement and integration had to take place both vertically and horizontally
across the structure. This reinforced earlier calls for vertical and horizontal
integration between trade unions and works councils across Europe and
underlined the importance which trade unions play in this arena (Pulignano,
2005; Knudsen, 2003; Lucio and Weston, 2000).

Voss (2006) took account, also, of the role management and the multinational
organisation played in shaping the EWC and this, too, chimes with the
existing wider evidence on EWCs (Hall and Marginson, 2005; Hall, 2003;
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Gilman and Marginson, 2002; Carley, 2001; Lecher et al, 2001; Wills, 1999;
Lecher and Rub, 1999). Interestingly, Voss (2006) predicted that Hungarian
EWC members, who have previous experience of working within local works
councils and/or trade unions, were more likely to be successful in
representing workers on a European stage. Whilst this may seem a logical
assumption, given the overwhelming evidence which demonstrates the fragile
and fractious nature of Hungary’s voice system, it seems difficult to accept
that, currently, Hungarian voice mechanisms equip representatives with
enough knowledge to undertake a EWC role successfully (Gennard, 2007;
Aczel, 2005; Hayward, 2005; Neumann, 2005; Galogczi, 2003; Frege, 2002;
Frege and Toth, 1999; Toth, 1998b).

Indeed, calls for better coordination of national voice structures suggest that
priorities lie in strengthening employee voice locally before progression can
be made elsewhere (Toth, 1998a). Therefore, the strengthening of voice,
through the EWC mechanism, and the opportunity it brings for Hungarian
participation is arguable and warrants further investigation. In short, Voss'’s
(2006) study is a key part in the research framework and in developing further
our understanding of EWCs. In light of these and other issues discussed
throughout the literature review, the next section brings together some of the
key concepts surrounding employee voice, EWCs and Hungarian worker
representation. It attempts to outline a rationale for examining further the
impact of EWCs for Hungarian workers and the role played by local voice

mechanisms in determining the success of employee voice.

4.6 Exploring the Effectiveness of EWCs in Hungary

The existing literature surrounding employee voice, EWCs and Hungarian
worker participation presents some interesting debates which provide the
impetus for further research. So far, we have learnt of the power inequalities
that govern the employment relationship and attempted to understand the
purpose and mechanisms of employee voice in counterbalancing these
differences. We have examined the factors which shape and, sometimes,
undermine voice and have explored the purpose of EWCs; analysing the

118



optimists’ and the pessimists’ take on them; and examining the relationship
between local and European employee voice structures. In addition, we have
charted the socio-economic and political transition, which took place in the
new EU accession state of Hungary, and demonstrated how these political
legacies have influenced Hungary’s industrial relations landscape.
Consequently, the purpose of this section is to bring together these ideas and
to put forward a framework for a new study into EWCs. We begin by
summarising the salient points from each of the fields of literature;
demonstrating how these influence the study; and, more importantly, how they
help to shape the research agenda. Since EWCs provide the vehicle,
through which employee voice is analysed, we start by underlining the key
points from the EWC field of literature; moving on to consider employee voice;
and, then, worker representation in Hungary.

At least three paradigms have come to dominate the EWC literature. Whilst
some take an optimistic view of their achievements (Com, 2004; Lecher et al.,
2001; Lecher and Rub, 1999), some are more tempered in their views
(Marginson and Sisson, 2006; Hall and Marginson, 2005; Waddington, 2005;
Gilman and Marginson, 2002; Carley and Marginson, 2000); and others paint
an even bleaker picture of their success (Keller, 2002; Streeck, 1997). Given
these variations, it is not easy to define their purpose and function since the
literature demonstrates that a wide range of EWCs exist. Lecher et al's
(2001) typology, for example, illustrated how the EWC function could operate
anywhere between a ‘symbolic’ and ‘participative’ voice mechanism. On the
whole, Lecher et al (2001) veered towards a more optimistic analysis of
EWCs. However, as Carley and Marginson (2000) pointed out, only three pe