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Chapter Thirteen

Employee information and consultation:
new directions for the UK

Paul J. Gollan

The European Union directive on establishing a national
framework for informing and consulting employees in member
states (European Union 2002) is now firmly established on the
European employment relations agenda.' The directive applies
to companies in individual European countries with 50 or more
employees:The directive has far-reaching consequences for the
way UK employers inform and consult employees over a wide
range of organisational issues, and has the potential to transform
the UK employee relations environment by establishing for the
first time a right to new minimum standards for workforce

communication and consultation (DTJ 2002).
The directive was based on a proposal in November 1998,

when the European Commission proposed a Council Directive
establishing a general framework for informing and consulting
employees in the EU (European Commission 1998). These
proposals were aimed at improving information and consultation
rights of employees over such issues as job security and skill
requirements. The European Commission stated:

This initiative is an essential step in completing the EU's
social dimension and in achieving the creation of an
adaptable, high-skilled and motivated workforce, because
of the role of information and consultation in developing
adaptability and contributing to increases in productivity'.
(European Commission 1998)
This proposal requires employers to inform and consult their

employees in good time about issues directly affecting work
organisation and their employment contracts. It suggests that this
proposal is a 'complement' to existing national and EU provisions
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and legislation, and seeks to 'fill the gaps and inadequacies that
have been identified in the long process ofconsultation' (European
Commission 1998).

The European Commission stated:

This initiative is an essential step in completing the EU's
social dimension and in achieving the creation of an
adaptable, high-skilled and motivated workforce, because
of the role of information and consultation in developing
adaptability and contributing to increase in productivity.

(European Commission, 1998)

The current directive will take place in a period ofsignificant change
in employment relations. Pressures ofglobalisation have intensified
competition in product and labour markets, emphasising the need
for greater efficiency and productivity. This has led to a greater
focus on the link between employee participation practices-and
business strategy.

These changes have been accompanied by the continuing
decline oftrade unions. According to the most authoritative study
in this area in Britain - the Workplace Employee Relations Survey
1998 (WERS98) - union presence fell from just under three
quarters ofworkplaces in 1984 to just over half in 1998. In addition,
union membership density declined from 65 per cent in 1980 to
36 per cent in 1998.' Consequently, some commentators have
suggested that a 'representation gap' has developed in many
workplaces, and there has been growing interest in the development
ofa wider range ofparticipative practices in the workplace (Towers
1997; Terry 1999; Gollan 2001).

With the enactment of the new EU directive, it is timely to
provide a snapshot of employee participation in the European
context, drawing upon empirical data and a review of literature.
This chapter first gives an overview ofthe main themes and issues
emerging from the current debates. The following two sections
consider the role of trade unions and the law respectively on
employee participation mechanisms. The next section reviews and
discusses the importance of managerial choice and consultation
outcomes. The final section offers some considerations for the
debate on the future of employee information and consultation
in light of changes emanating from Europe.
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The state of play
The survey data of European information and consultations
mechanisms covers a constellation of important issues for the
future ofemployee participation schemes, organisational change
and business performance.'

Several studies have indicated a rise in the use of some
participative practices in the UK (Bryson 2000; Cully et a11999;

Millward, Bryson and Forth 2000). These have taken a variety of
forms, such as direct and indirect forms ofemployee participation
at a workplace or higher level in the organisation. Direct methods
tend to be oriented around an employee's individual work
performance, and are characterised by individualised reward
structures, appraisal systems linked to individual performance
and quality circles. Recent research in the UK suggests that these
direct methods of communication between senior management
and the workforce have replaced more indirect forms conducted
through employee representatives (Millward, Bryson and Forth
2000). Other studies have emphasised the mutual reinforcement
ofdirect and representative forms ofparticipation (Gollan 2000a;
Gollan 2001; Gollan and Markey 2001; Sako 1998). There is also
evidence to suggest that some firms have retained primarily
collective mechanisms such as unions and works councils to
achieve their objectives, though these would seem to be in decline
(Cully et al. 1999).

Other European countries have also experienced a growth in
the incidence of direct participation, but this has not necessarily
been at the expense of other forms. Some commentators have
suggested the potential for marginalising works councils, which
are prevalent in most other member states, through a combination
of direct participation and centralising control at supra-n~tional
level. However, it could be argued that the same trends offer the
potential for an expansion of the role ofworks councils if they are
sufficiently flexible to be integrated with direct participation
processes. One major European study on employee participation
practices shows that direct and representative forms ofparticipation
can be mutually supportive, and that direct participation is most
likely to be successful where representative bodies such as unions
and works councils are involved in its planning and implementation
(Sako 1998).

The growth ofdirect participation suggests a global convergence
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of management practices. At the same time, this growth has
intensified the level of diversity within countries as new forms of
employee consultation challenge and accommodate more tra
ditional forms (Fenton-O'Creevy, Wood and CalIerot 1998; Geary
and Sisson 1994; Gollan and Markey 2001; Kessler, lennings and
Undy 2000). This diversity is compounded by the different
approaches and legal requirements for employee information and
consultation between large and small organisations.

Thus, while there are common global forces influencing
employee relations, the patterns of consultation remain complex
and diverse, especially owing to the greater importance given to
organisational change.

A number of studies indicate that many new consultation
initiatives lack a structured approach (Markey et al. 200I; Kessler,
lennings and Undy 2000). However, there is considerable evidence
to suggest that an integrated approach to employee participation
can achieve higher levels ofperformance (EPOC Research Group
1998; Fernie and Metcalf 1995; GoUan and Davis 1999; Guest and
Peccei 1998; Knell 1999). This approach is sometimes known as
'high involvement management' or 'high commitment manage
ment' (Wood and A1banese 1995; Wood and De Menezes 1998).
It is designed to improve employee relations and increase
organisational performance and profitability through quality
communication and consultation between management and
employees. As part ofthis strategy, jobs are designed to be broader
and combine planning and implementation. Individual responsi
bilities are expected to change as conditions change and tearns,
rather than individuals, are the organisational units accountable
for performance. In addition, differences in status are minimised,
with control and lateral coordination based oh shared goals and
understandings. There is thus an alignment of interests with
expertise, rather than formal position or title determining
influence and power.

These practices have been commonly referred to as part of a
strategic approach to human resource management (HRM),
though there is some debate over how this compares to traditional
industrial relations approaches to people management. Never
theless, a high degree of consensus exists on the need for co
operation between management and employees for the success
ofHRM strategies. Research also suggests that this co-operation
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relies upon building employee satisfaction and commitment
tbrough effective employee participation processes (Guest and
Peccei 1998).

Anotber theme tbat has emerged from recent changes in tbe
workplace is the importance of employee participation in
achieving successful organisational change. Creating and
developing an organisational culture tbat provides a foundation
for positive organisational change may involve a considerable
investment of management time and resources. But tbe link
between such change and employee participation arrangements
is clear from a number ofstudies (Fernie and Metcalf 1995; Geary
and Sisson 1994; Gollan and Davis 1999). Where there is a lack of
participation structures, especially in tbe growing non-unionised
sector, a greater emphasis is placed upon management's ability to

implement change processes.
When companies adopt more organic and flexible forms of

organisation in response to shifts in environmental conditions,
tbere is a risk that tbe change in process and culture may be
misunderstood. For example, employees may see new processes
as simply an intensification of tbeir workload ratber tban an
enhancement of tbeir skills and experiences. It is essential for
organisations to allay employees' fears and anxiety by developing
a set of policies and procedures to manage tbe change. Research
shows tbat many organisations do not formally involve employees
until tbe later stages of change, once management has clearly
established how the new initiatives will be implemented (Gollan
2000a; Millward, Bryson and Fortb 2000; Terry 1999). A more
integrated consultative and participative approach would demand
tbat employees be involved in organisational change from the
outset, ratber than just during implementation.

Some studies have also identified managerial attitudes as key
to the existence of highly developed employee participation
practices (Fenton-O'Creevey, Wood and Callerot 1998; Kessler,
jennings and Undy 2000; Millward, Bryson and Fortb 2000; Wood
and Albanese 1995; Wood and De Menezes 1998). They suggest
tbat underpinning such practices is a relationship based on a high
level of trust between management and employees. It is assumed
that employees can be trusted to make important workplace
decisions tbat will result in greater productivity and effectiveness.
Employees are therefore given the opportunity to develop their
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knowledge and skills so that they can make these decisions.
Such an integrated approach incorporates consultation and

participation into all aspects of the organisation's planning and
implementation processes. Research shows that such compre
hensive consultation and employee relations policies and practices
have the potential to make an important contribution to
organisational competitiveness (Fernie and Metcalf 1995; Patterson
et al. 1997; Guest and Peccei 1998; Sako 1998; Gollan and Davis
1999). This can be explained by managers' recognising that the
improvement ofcompany performance is based on the integration
ofhuman resource management and product and market strategies,
improved understanding ofthe needs ofemployees, and better use
of their skills and ingenuity. This suggests that strategies designed
to achieve a more comprehensive use of employees' potential and
desire to learn would deliver higher levels of performance, as well
as giving them greater personal responsibility.

Freeman (2001) suggests that information and consultation
mechanisms are more likelyto exist in firms that have introduced
profit-sharing and share option plans. His study ofWERS98 shows
that joint consultative committees, quality circles and company
level information and consultation processes with workers are
much more widespread among firms with shared compensation
systems (any form of variable pay such as performance-related
pay and share ownership schemes) than they are in other firms.
Freeman argues that

This robust relationship fits well with economic logic. If an
employer pays workers in ways that depend on business
performance, it should benefit from communicating about
that performance and should offer workers ways to contribute
to improving performance. Conversely, firms that give
workers greater decision-making authority at their workplace
should also want to give them incentives to make decisions
in the interests of the business (Freeman 2001, p. 27).

It is clear that such integrated approaches need to be embedded in
theworkplace culture ofan enterprise, and that this culture dictates
the way that employees are consulted (Gollan and Markey 200 I).

Overall, the evidence suggests that management should equip
employees to make decisions through the provision ofinformation
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and training and share ownership in the outcomes of those
decisions for the organisation. This has been reflected in successful
organisations investing in a skilled and flexible workforce through
self-directed teams, multi-skilling and skill-based pay to reward
skill acquisition. Research by West and Patterson (1998) into
employee satisfaction and productivity indicates that encouraging
know-how and locating information at the lowest levels of the
organisation gives employees the expertise to manage their work,
recognise problems and generate solutions. To reinforce these
developments, organisations need to create a culture ofinformation
sharing, consultation and greater organisational knowledge.

Employee participation has also been regarded in terms of
human resource sustainability, defined as the capacity of
organisations to create and regenerate value through the sustained
application of participative policies and practices (Dunphy and
Griffiths 1998; Gollan 2000). This entails investment in human
knowledge through continuous learning, and the application and
development of such knowledge through employee information
and consultation processes. The people management and
development policies and practices need to be integrated for
sustained business performance and positive employee outcomes
of equity, personal development and well-being.

Workplace democracy, employee participation and trade unions
In the first instance, the appropriate level of involvement may
depend upon the relationship between the issue and the selected
channels of communication. For example, strategic issues may
be regarded as matters for consultation or information-sharing
with a works council, while substantive issues such as pay may be
seen as more suited to negotiation with representative bodies such
as a union. On the other hand, task-oriented issues may be
perceived to be most effectively dealt with through more direct
forms of employee involvement like quality circles.

Moreover, there is no reason why different participation
channels in the same workplace should be in conflict with each
other. Indeed they may be used to reinforce each other or
particular issues may be dealt with through different channels
since trade unions may provide wider channels ofcommunication
and increased legitimacy of the decision-making process on
specific workplace issues. To support this view, a European
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Foundation for the Improvement of Living and Working
Conditions (EPOC) survey strongly indicated that direct and
representative forms of participation are mutually supportive, and
that direct participation was most likely to be successful where
representative bodies such as unions and works councils were
involved in its planning and implementation (EPOC 1998).

The choice offorms ofemployee participation is also related to
the style and nature of the workplace culture (Gollan and Markey
2001). For example, the relative strength of the union or unions
present is likely to be an important consideration. Where unions
are weak and in decline, works councils can offer a more substantial
representative option. However, some commentators have pointed
to the possibilityof'workplace egoism' in such circumstances. This
occurs in the context of enterprise flexibility and intensive
competition when employees at individual workplaces may be
willing to trade standards of wages and conditions for job security
or other improved conditions, which then undercut the position
ofemployees at other enterprises in the same industry. Trade unions,
in contrast, attempt to maintain some equity of standards across
an industry. Workplace egoism has been a concern in the former
East Germany, where works councils have filled some of the void
left by weakly-organised unions following privatisation of the
economy under circumstances which produced massive restructur
ing and redundancies (Preusche and Kreissig 1997; Frege 1999).

Other commentators have argued that the positive aspects ofa
union voice are counterbalanced by a union's ability to extract a
disproportionate share of the total income, decreasing an
organisation's ability to raise or maintain profits, and thereby
reducing employment levels (Freeman and Lazear 1995; Addison
et al. 2000a, 2000b). From an organisational point of view, unions
may hinder enterprise flexibility, especially because of their
attachment to industry-wide standards ofpayand conditions. From
the employees' side, union leaders may have different agendas to

the membership and thus the voice expressed may not reflect
members' interests. There may also be a management perception
that an outside influence can distort internal processes and
structures, impacting negatively on employee behaviour and
organisational performance. Under these circumstances, or
ganisations may create alternative representative bodies to reduce
the likelihood of outside involvement by trade unions in
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organisational decision-making, thus ensuring that bargaining
processes are contained within the firm.

An alternative strategy is evident when traditional trade union
structures and other forms ofemployee representation complement
each other, dovetailing in terms of form and function, as in the
case of German works councils through the co-determination
process and industry-wide trade union bargaining. A central
principle of the German industrial relations model is the dual
structure of interest representation - the separation of enterprise
level labour relations and collective bargaining at regional or
industry level. The former is focused on generating substantive and
procedural norms through plant-level agreements, while the latter
establishes general conditions ofemployment and salary and wage
levels. This dual system is defined and circumscribed by extensive
judicial review and legal process.

Some commentators have highlighted the appropriateness of
workplace issues being discussed by workplace employee
participation channels, and industry issues being discussed by
trade unions, suggesting a link between structures and the scope
of issues. There are two approaches: one based on a European
works council model with rights established by law, such as rights
to information, consultation in economic and financial matters,
of consent in social and personnel affairs. The second approach
is through joint consultative committees or labour-management
committees that have more open-ended mandates to deal with
issues of common interest to workers and management. It has
been suggested that such employer-initiated structures are based
on employers' terms and cannot be effective in providing a true
voice for employees' concerns because they institutionalise worker
cooperation, thus limiting scope for trade union action' (Kelly
1996; Lloyd 1999).

However, there is no reason to assume that representative
forms of participation such as works councils are necessarily an
alternative to unions. Some commentators argue that non-union
forms of employee participation need not have a negative effect
on unions, and in some circumstances may be complementary.
Indeed, non-union structures may have the capacity to assist
unionism in workplaces where these structures are given
substantial responsibilities, and especially when they are enforced
through statutory rights (Fishman 1995; Hyman 1996, 1997).
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In some European countries the relationship between works
councils and unions has been mutually supportive for some time.
Union members often dominate works councils throughout
Europe, far exceeding the level ofunionisation in the workforce. In
addition, works councils frequently call on the research and
logistical backup of the better-resourced unions and provide a
channel for unions to reach the entire workforce. It has been argued
that the 'Rhineland' model of strict separation of the unions'
collective bargaining role over wages and aggregate hours at a
centralised industry level and the works councils' codetermination
and consultation role over organisational matters at the enterprise
level, has also worked to the advantage of all parties (Freeman and
Lazear 1995; Koch 1995; Miiller-Jentsch 1995). In addition, some
say that this separation prevents firms from competing on the basis
of wage costs, and thus facilitates employee co-operation with
organisational change (Freeman and Lazear 1995).

The role ofIaw
Another dimension in the debate on employee information and
consultation is the question of state-mandated consultation
processes as opposed to privatelysponsored employee participation.
In most European countries, participation structures exist within
the framework of statutory works councils, where co-decision
making rights extend the entitlement ofemployees to information
and consultation on certain issues. The process ofconsultation lies
within a broader framework of organisational arrangements that
directly or indirectly contribute to shaping the process ofemployee
participation.

Some commentators argue that in the absence of legislation
that legitimises such participation, their effectiveness is dependent
on the goodwill and trust between the parties and is thus
inherently insecure (Terry 1997,1999). Others believe that
company-specific idiosyncratic representational forms work well
as long as employees believe that the legislation is sufficient to
deter management from making decisions that can significantly
damage worker interests (Hammer 1997).

Research by the European Works Council Study Group
suggests that where limited law and regulation is applied to

employee information and consultation, as in the UK, there is a
greater diversity in practice than in other countries where these
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are required by law. The Group reviewed the practices of 34
multinational companies in Europe and concluded thatUK
companies consult their employees using a greater variety of
methods and channels than in the rest of the Europe.

The Industrial Society has suggested that the debate over
employee information and consultation is more than just an
economic imperative (or other words 'good for business') or a
rationalisation of the law (too much and too complex legislation)
(Burns 2000). Fundamental to this debate is the underlying
argument that employees and their representatives have a right
to be consulted and 'to have a say at work', sometimes referred to
as 'industrial citizenship'. This argument is concerned with the
principles of democracy and citizenship. If people have political
democratic rights and civil rights under law, then industrial
citizenship rights should not be excluded. Under current company
law, shareholders are the focus of the decision-making process,
with employees arguably second in the process.

The question for state and policy makers is whether these
rights should be of an individual nature or whether there should
also be collective rights of employee representation. Hammer
(1997) has questioned whether worker involvement in decision
making at the workplace is a sufficient condition for industrial
democracy, or whether joint decision-making or power sharing
between representatives ofworkers and management is necessary
before democracy at the workplace can really be achieved.
Moreover, employee voice through participation forms can differ
in the scope of decisions, the amount of power workers can
exercise over management, and the organisational level at which
the decisions are made. Some forms are purposely designed to
give workers a very modest role in decision-making, while others
are intended to give the workforce a substantial amount ofpower
in organisational governance.

Employer choice and employee consultation outcomes
The establishment of participation structures may come from
management or labour, which is usually represented by unions. In
a number of European countries it is essentially the responsibility
of unions to set the structure ofworks councils. In countries where
joint consultative committees are more common, such as in the
UK, these are frequently initiated by management. Direct
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participative mechanisms are also usually introduced byemployers.
The motivation for management to create employee par

ticipation structures is based on the notion that byallowing workers
a 'voice' they provide a mechanism for the early detection of
problems, and that workers' participation in decisions could impact
positively on productivity and quality. There is considerable
evidence to suggest that the implementation of employee
involvement programs can be linked to improved organisational
performance.

Analysis of the 1990 Workplace Industrial Relations Survey
by Fernie and Metcalf (1995) suggests that where employee
participation structures such as joint consultative committees exist
voluntarily, 'there is not a single unfavourable association between
the presence of a joint consultative committee and workplace
performance'. They state that the consultation process implied
by the existence ofthe joint consultative committee makes it e";Sier
to change working practices and introduce new technology,
leading to faster productivity growth both in unionised and non
union workplaces.

In addition, recent research into the European car components
industry has suggested that more participative employee practices,
including representative participation, impact positively on business
performance (Sako 1998). This has included improvements in
quality, communication and the quality of decision-making.

A comprehensive study by Patterson et al (1997) in the UK
confirms the link between good people management practices and
productivity and profits. The report shows that the management
ofpeople has a greater effect on business performance than strategy,
quality, manufacturing technology and R&D put together. Yet the
evidence shows that most companies fail tO'recognise the link
between good people management practices and business success.
According to this study, job satisfaction and organisational
commitment can account for up to five per cent of the difference
between the profitability of companies, and may account for 16
per cent ofthe variations in productivity. The more satisfied people
are with their jobs, the better the company is likely to perform.

Research by Guest and Peccei (1998) indicates that high levels
ofdirect and representative participation, especially representative
participation in policy decisions, influence employee commitment
to the organisation and the positive state of the psychological
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contract between employees and employers. In other words, there
was a consistent finding that high levels ofemployee influence have
a positive impact on employee attitudes and behaviour. Other
studies have also strongly reinforced this argument, suggesting that
the growth of employee involvement and participation programs
can be directly correlated to improved organisational change and
performance (Fernie and Metcalf 1995; Gollan and Davis 1999).

The challenge ahead
Overall, evidence suggests that in organisations where greater
employee participation has been introduced, it has been good
for business in terms of improved performance and productivity,
and the effectiveness of organisational change. The research also
indicates that a lack of employee involvement, and especially a
lack of representative participation or 'voice', could help to explain
low levels of commitment among workers.

On the other hand, it could be argued that these studies show
that the new co-operative tendencies do not fully eliminate the
adversarial and conflict element in organisations but channel it
instead. The pattern oftensions has shifted, owing to the changing
expectations of employees and the interpretation of these
expectations by their representatives.

So ifemployee information and consultation is a positive and
worthwhile endeavour, why do more firms not embrace this? This
raises a number of points. First, it can sometimes be difficult to
prove the link between good employee involvement and
consultation practices and organisational performance. In
addition, the time period can be an important dimension with .
employee consultation normally requiring short-term costs for
achieving long-term rewards. Perhaps the most difficult obstacle
is that effective employee consultation requires a change in culture
for managers and employees, which may involve considerable
leadership skills, vision, time and resources.

Whatever the evidence for the importance of employee
information and consultation for organisational success, it seems
likely that firms will be required to review their arrangements as
a result of legislation emanating from Europe. The changes will
need to be done in a way that gives employers increased
commitment from workers, leading to higher productivity and
positive workplace change.
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