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[bookmark: _Toc6436070]Executive Summary


Organisations find themselves operating in an environment which is characterised by changes in organisational structures, disruptive technologies, socio-political tensions, globalisation and changing demographics. These changes coupled with future predictions of a monumental change to the labour market in the form of the OTE will have a fundamental impact Employee Relations.

The case for engaging with employees and providing an opportunity to be involved in matters affecting them is compelling. According to the CIPD (2019) providing employees with a ‘meaningful’ voice is critical to providing a positive work experience and improved productivity.  

The global decline in TU membership has opened up the debate for alternative ways of providing EV (Budd, 2004; Budd, et al., 2010). Now more than ever, there is a need for an inclusive approach to ensure all voices are heard.





[bookmark: _Toc6436071]Glossary of terms

TSE – Tata Steel Europe
TSUK – Tata Steel UK
VUCA - Volatile, Uncertain, Complex and Ambiguous
TU – Trade Union
ER – Employee Relations
EI – Employee Involvement
EP – Employee Participation
EV – Employee Voice
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1. [bookmark: _Toc6436072]Introduction


Tata Steel UK (TSUK) is the UK division of Tata Steel Europe (TSE). TSE is one of Europe’s leading steel producers, with steelmaking in the UK and in the Netherlands, and manufacturing plants across Europe. TSUK supplies high-quality strip steel products to demanding markets such as construction, automotive, packaging and engineering. TSUK operates in a global industry where there is an oversupply of steel resulting in pressures on the market value of the steel manufactured. TSE’s current business strategy is contained in its recently revised Mission, Vision and Values. Their Mission is to create a business that is sustainable in every sense, with a focus on a differentiated product strategy and developing the next generation of premium products. Five strategic building blocks underpin the mission: 
· Customer Focus 
· Responsible Steel 
· Innovation: Leverage Technology and Digital 
· Value Chain Excellence 
· Leadership, People and Culture 

Leadership, People and Culture is central to the achievement of each strategic building block. Maintaining and promoting positive ER is important for TSUK, which is common in heavy industrial organisations such as TSUK. TU’s are recognised as the primary vehicle of ER and are consulted with and kept informed in a working partnership. TU’s can be defined as an ‘organised group of employees…whose principal purpose include the regulation of relations between workers and employers’ (Gennard, et al., 2016) TU’s are considered an important source of employee voice and opinion encouraging investment in both Capital and skill (Freeman & Medoff, 1984). This view is supported by TSUK and is demonstrated in the working partnership that exists. TSUK also engages with the European Works Council (EWC) on issues of TSE wide interest that may significantly affect employees. Whilst this is positive, it will be explored further in this report that with TU membership on the decline and the changes to the workforce and labour market, TSUK will need to explore other methods of EP in order to avoid a ‘representation gap’ (Towers, 1997).

Organisations in the Steel Industry, including TSUK find themselves operating in a VUCA environment which is characterised by the pressures of globalisation and the global over-supply of steel, the rapid pace of technological advances changing the way in which steel is manufactured and the challenges of managing a multi-generational workforce (PWC, 2018; CIPD, 2018; WEF 2016). The pace of change has never been faster (PWC, 2018; CIPD, 2018) This has played out in a turbulent 4 years for TSUK, including the sale of various parts of the business to competitors, a change in strategy to focus on the core strip products and the closure of the lucrative DB Pension scheme. During this time the workforce has decreased from almost 7,500 to 4,500 through the various sales and redundancies and is currently in the processing of entering into a Joint Venture with Thyssenkrup. Managing effective ER during this continues period of change and uncertainty, ensuring employees are supported continues to be a priority for TSUK and the role of the TU’s in these times has been critical. 

However changes in social attitudes with a decline in collectivism coupled with a decline in TU membership will require TSUK to review its approach to managing ER (CIPD, 2019; Dundon, et al., 2017). 

The aim of this report is to consider the changing landscape of ER and with changes in terms of technology, demographics and changing social attitudes and evaluate whether the current approach for employee representation through TU’s is an appropriate ER strategy. Due to word and time constraints, it has not been possible to complete primary research, therefore the research is limited to a critical review of secondary literature. 

.



2. [bookmark: _Toc6436073]Literature Review
The author intends to use the literature review to:
· Examine and Critically analyse the use of TU’s as a mechanism of EI and EP at TSUK
· Critically analyse this issue against theoretical understanding, current employee relations and best practice

[bookmark: _Toc6436074]2.1. External Environment
The external environment is classified as complex and dynamic (Snowden and Boone, 2007). It is also described as VUCA ( Volatile, Uncertain, Complex and Ambiguous) characterised by changes in organisational structures, disruptive technologies, socio-political tensions, globalisation and changing demographics (CIPD, 2014,2019). These external changes have resulted in a significant shift in the labour market over the last 40 years. With predictions of a future monumental change in the form of the OTE (Deloitte, 2013) where the workforce is evolving into a mix of employees, contractors and freelancers will have a fundamental impact on how TSUK and other organisations will manage ER.
 

As a consequence, the requirement to scan the external environment and be constantly abreast and prepared for change becomes even more essential. The CIPD (2018) recommend the use of PESTLE (Political, Economic, Social, Technological, Legal and Environmental) as one of the most effective analysis tools for scanning the external environment. For the purposes of this report Political, Technological and Social factors have been selected for detailed analysis of their impact on Employee Relations. A full PESTLE of other external environmental factors are beyond the scope of this report, but are summarised in Appendix 1.

[bookmark: _Toc6436075]2.1.1.Political
Government shifts from corporatist approaches to neo- liberal over the last 40 years characterised by privatisation and marketisation (Gennard, et al., 2016) have shaped ER. Political ideologies relating to the role of TU’s have had a negative impact on TU membership. According to Gennard, et al. (2016) the decline in TU involvement has the been the defining feature of employee relations during this period. TU membership reached its peak in 1979 at just over 13 million members in the UK (BEIS, 2018) but figures as at 2017 show a decline to 6.2 million. 

During 1979, Thatcher’s Conservative Government was elected. The political ideology of the Thatcher Government was underpinned by a desire to restrict TU activities. Backed by favourable public opinion following a number of unpopular National Strikes in the 1970’s, this ideology materialised in a raft of legislative provisions. The decline slowed down during the 1990’s during the New Labour Government, but has not increased. As a result, the collective bargaining power of the TU’s has been reduced. This has contributed to the TU shift from collective representation to individual representation and enforcing rights (Dickens & Hall, 2010). This is supported by research from van Wanrooy, et al. (2013) noting that ¾ of TU representatives spend time in disciplinary hearings. The ‘lethal cocktail’ (Gennard, et al., 2016) of falling memberships, bargaining power and consequently effectiveness are resulting in the rationale for TU’s being questioned and membership reducing. 

[bookmark: _Toc6436076]2.1.2.Technological
The pace of Technological advances are developing at a rapid rate, far outpacing our ability to keep up and will have a fundamental impact on what the workforce of the future will look like (Deloitte, 2017; PWC, 2016; CITI workforce v2.0, 2016; CIPD, 2017; Schwab, 2016). Commentators refer to this change as the next Industrial Revolution, Industry 4.0. Just as the Industrial Revolution of the mid-18th Century impacted on ER, it is suggested that the same will be the case with this shift, largely resulting from the automation of around 35% of jobs being replaced due to developments within technology (CIPD, 2017). Organisations including TSUK will need to carefully manage the workforce through this change.

Specifically relating to ER, technological developments present new opportunities to engage with employees through social media channels (CIPD, 2013). They also present the opportunity for the workforce to mobilise without the need for TU’s or other representatives, as was seen in the recent mass walkout by Google workers in protest at complaints of discrimination.

[bookmark: _Toc6436077]2.1.3. Social
Organisations including TSUK are now seeing their their employees spread across 5 generations in the workplace. Each of these generations are different in terms of their world experiences, their motivations, affinity with technology and social norms. Millennials are predicted to make up for 50% of the workforce by 2020 (PWC, 2011). Statistics suggest that the younger generation are not engaging with TU’s either, with 38.8% of TU members over 50 in 2017. The proportion of TU members below 50 has been on the decline since 1995, with the proportion over 50 on the increase (BEIS, 2018). TSUK are still a way off that, however with the proportion of workers over 50 coming up for retirement during the next 10 years, there will be a significant gap in employee representation via TU’s as a result.

[bookmark: _Toc6436078]2.2. Internal Environment
TSUK has a close working relationship with TU’s. The main TU’s represented at TSUK are Community, Unite and GMB. Within the blue collar workforce TU memberships are at around 75%. In contrast, within the white collar workforce, memberships are at 50%. As part of the research for this report, the writer interviewed the UK Industrial Relations Manager who confirmed that these numbers have been declining for the white collar population for some time, but as the older workforce is retiring, the rates for blue collar are predicted to decline due to a lack of interest from the younger generation taking their place. 

However, there is clearly a representation gap (Towers, 1997) as 50% of white collar workers have no representation, and 25% of blue collar workers, that is not an insignificant number. One of the largest recent ER issues at TSUK was the closure of the DB pension scheme in 2017. Despite this impacting all employees who were members of that pension scheme, only those who were members of the TU were able to have a formal say on its proposed closure. 

To conclude this section, whilst the current position at TSUK is that on the whole TU’s are still well supported by the TSUK workforce, by virtue of the external factors impacting TSUK and the concern of  a representation gap for those not in the TU, a longer term strategy for managing ER must include alternatives. The following section will therefore consider the alternative approaches supported by theory before moving onto recommendations for other means of enabling EI and EP.

[bookmark: _Toc6436079]2.3. Theories of Employment Relations 
Historically Employee Relations were simply viewed as an exchange of work and pay. However the reality is more complex, with unequal bargaining power skewing this relationship. Commentators, including (Watson, 1995) have argued that viewing ER within this narrow confine of material rewards does not reflect the wide range of issues that affect the employment relationship. Dundon & Rollinson (2011) refer to ER as a result of ‘dynamic interactions between organisations and it’s emplpyees’. ER reaches beyond the express terms of the contract of employment (Employment Rights Act 1996) and taking into account the ‘economic, social, psychological and legal exchanges associated’ (Dundon & Rollinson, 2011). They encompass a wide range of matters  from autonomy to job satisfaction which impact on an employee’s  attitudes to work. As a result over the years ER has sought to regulate this relationship through establishing rules and processes to balance interests with the aim remaining of ensuring effective organisational outcomes. These processes have been shaped by social, economic and political external context and as a result are not universal but generally country/labour market specific. 

The contemporary view is to develop both individual and collective relationships with a focus on building trust-based relationships between Managers and Employees. The rewards for achieving an effective balance will lead to a more engaged and productive workforce resulting in improved organisational performance and wellbeing for Employees (CIPD, 2018).  There are various actors concerned with ER, including Employers and Managers, Employees and their Representatives (TU and non-TU) and the State.

How an employer approaches ER largely depends on its perspective. Conceptualised into three frames of reference, the approach of (Fox, 1974) remains the most widely used theoretical framework; namely pluralist, radical and unitary. Pluralists accept the interests of those involved with ER are different, therefore conflict is inevitable. The focus for the Pluralists is on the institutions that manage these interests in order to achieve conflict resolution. These ‘institutions’ include TU’s, collective bargaining and formal dispute resolution through disciplinary and grievance procedures. However fundamentally the role of management is seen as having the right to balance these conflicting interests with decision making ultimately resting with them. In contrast for Radicals where conflict is also inevitable, the institutions are merely masking the reality of the capitalist employment relationship and its exploitation of employees by employers. 

The unitarism view is very different, they view the organisation as a harmonious whole with Employers and employees united by a common interests and values. Conflict therefore is not inevitable but irrational as if everyone is united by common interests and values conflict should not happen. This view is increasing in popularity, largely fuelled by increases in HRM and gaining greater support from Managers with 8 out of 10 preferring to consult directly with employees than with formal representatives (van Wanrooy, et al., 2013).

[bookmark: _Toc6436080]2.3.1. Employee Involvement and Participation
This term relates to the various different ways within which Employers engage with Employees, whether directly or through representatives (e.g. TU’s). They are very broad terms and with a lack of agree definition, the result is a considerable width in the definition (Budd, et al., 2010; Dietz, et al., 2009; Strauss, 2006). EI is seen as directed at employees, where Employers are seeking to gain consent or on the basis of shared objectives (Walton, 1985; Hyman & Mason, 1995). According to (Gennard, et al., 2016) the type of activity depends on the influence given to employees. For Marchington, et al. (1992) engaging with employees will lead to positive organisational outcomes. In contrast, EP relates to enabling Employees to have a more active role in the decision making process in an organisation. Employers have already taken this approach to challenge the authority of TU’s in the past (Ramsay, 1977; Ramsay, 1980; Marchington, 2005)

The case for engaging with employees and providing an opportunity to be involved in matters affecting them is compelling. According to the CIPD (2019) providing employees with a ‘meaningful’ voice is critical to providing a positive work experience and improved productivity.  As noted previously, the changing nature of the labour market is seeing a shift to higher skilled, more educated workforce. In order for employers including TSUK to fully utilise their skill set they need engage them more in the decision making process. 

We are also seeing a shift in organisational structures, with recent literature suggesting that we should no longer be viewing organisations as machines but rather as CAS (Snowden and Boone 2007). There is no universally accepted definition of CAS, however the characteristics described by Snowden and Boone (2007) of a number of interacting parts, non-linear, dynamic and unpredictable are a useful summary. As part of this is the move away from bureaucratic command and control styles of Leadership where Leaders set business strategy and cascade goals and objectives down the organisation and outcomes can be predicted. It follows therefore that decision making in CAS organisations relies on delegated decision making.

[bookmark: _Toc6436081]2.3.2. Psychological Contract
The term Psychological Contract, first proposed by (Schein, 1978) refers to the mutual expectations of the Employer and Employee. Defined by the (CIPD, 2019) as encompassing the ‘subjective expectations, beliefs and obligations, as perceived by the employer and the worker’. In recent years it has increased in prominence with commentators suggesting that where employees perceive balance in terms of their contributions with how they are treated by their employers, they will be more committed to the organisation and their productivity will be improved (CIPD, 2019).

In contrast, where this balance is lost and the psychological contract broken, it will have a negative effect on engagement and commitment. It is therefore crucial that Employee Relations are managed well, even in situations such as redundancies where there is a breach of this Psychological contract, as where they are managed effectively the relationship can remain intact. Critics argue that contemporary approaches have focussed on employee obligations rather than the balance of both (Rousseau, 1995; Guest, 2004). 

With the changing nature of the world of work, the Psychological contract continues to be a dynamic concept, which is evolving and changing as the nature of work and expectations of work change. In today’s VUCA world with the rise of millennials and the changing nature of the Employment Relationship, for example the growth in the OTE (Deloitte, 2013)  and Gig Economy, organisations including TSUK will need to ensure that the Psychological contract is tailored to meet individual needs. It will be less concerned with job security and more focussed on providing experiences (Deloitte, 2018).

[bookmark: _Toc6436082]2.3.3. Employee Voice
There is no single definition of EV, and as suggested by Wilkinson and Dundon (2010; 168) ‘Employee participation, involvement and voice are somewhat elastic terms with considerable width in the range of definitions’. A useful definition, however is provided by (Boxall & Purcell, 2003, p. 162) ‘Employee voice is the term increasingly used to cover a whole variety of processes and structures which enable, and sometimes empower employees, directly and indirectly, to contribute to decision making in the firm’. The global decline in TU membership has opened up the debate for alternative ways of providing EV (Budd, 2004; Budd, et al., 2010)

Traditional approaches to EV have focussed on the organisational benefits from providing EV. The CIPD however adopt a more rounded approach encompassing both organisational benefits, but also a ‘fundamental democratic principle’ (CIPD, 2019, p. 3) noting that ‘Voice is important not just for organisational effectiveness, but also by way of offering dignity and respect to workers (CIPD, 2019, p. 4). It is also worth noting that EV is a key characteristic of high-performance work systems (Boxall & Purcell, 2008).

According to recent CIPD research (2019) the most common channel for voice is conversations between employees and their line managers (62%), 49% express their voice through team meetings with just 17% using TU’s. Worryingly 22% of those who expressed their voice and raised an issue did not feel they received any advice or support as a result. Organisations including TSUK need to be careful to ensure this is not the case as it will undermine voice mechanisms and impact the Psychological contract of the trust-based relationship essential for employee voice. 

EV can be categorised into two types;
· Organisational voice 
This provides a benefit to the organisation by encouraging employees to share ideas which would increase innovation (Shipton, et al., 2017) and provide a more engaged workforce (Wilkinson, et al., 2004).  Both of which would result in an improved operational performance. An examples is a suggestion scheme.
· Individual voice – which benefits employees by enabling them to articulate ideas important to them, and the potential to influence and shape their working relationship. This extends to shaping the organisations aims and objectives (King & Land, 2018). An example is worker co-operatives.

Various forms of EV exist, for (Marchinton, et al., 2007) they include:
· Direct downward - Newsletter, email, intranet, notice boards
· Direct two-way - Team briefings, workplace meetings, newsletters, cascading information
· Direct upward - Problem-solving groups, suggestion schemes, attitude surveys
· Direct financial - Profit-related bonus schemes, deferred profit-sharing, share ownership
· Indirect participation - Works councils, joint consultative committees.
Marchington (2015) concluded that organisations who are comfortable with communicating with TU’s have a greater ‘breadth’ and ‘depth’ from Employee Voice initiatives. This is positive for TSUK as it has a positive approach to engaging with TU’s on all matters relating to Employees. ‘Breadth’ refers to the amount of schemes running at any one time (Cox, et al., 2006) and ‘depth’ how embedded they are.

Satisfaction with the ability to express voice is linked to job satisfaction. It is also important for overall well-being at work. There are various reasons for this, including increased confidence, happiness and self-efficacy.

It is important to recognise that voice can be expressed formally and informally and both should be encouraged as noted by (CIPD, 2019), informal channels offer the most potential. Consequently, the role of the line manager here is critical, therefore TSUK should ensure that line managers are trained to facilitate open conversations during meetings with their team members. Leadership also plays a significant role in enabling effective EV. Employees are more likely to express their concerns when they feel empowered to do so and by being encouraged to share ideas on enhanced practice. 

[bookmark: _Toc6436083]2.3.4. Engagement
It has already been stated above that high levels of EV correlate with high levels of engagement. The CIPD (2018) recognise the variation in the definition of engagement, with each on having a different emphasis, but largely encompassing concepts including, ‘work effort, organisational commitment, job satisfaction, shared purpose, energy and ‘flow’’.  According to the CIPD (2018) a mutual gains view of motivation and people management is the core of engagement. The benefit for Employers who focus on increasing levels of engagement are increased ‘productivity, better products or services, and innovation’ (CIPD, 2018). This view is supported by (Rayton, et al., 2012). EE has consequently been seen as an important strategic element for both Leaders and HR professionals. Despite this, there appears to be a lack of evidence to support the correlation between  HR practices designed to promote EE and high performance (Truss, et al., 2013). 

Considering TSUK’s business strategy is concerned with these aspects the case for investing in a highly motivated workforce should not be ignored, although given the above, the focus should not solely be on new initiatives. According to MacLeod & Clarke (2009) the key enables of EE are Leadership, engaging managers, employee voice and integrity. This is further backed by Dromey’s (2014) analysis. 





3. [bookmark: _Toc6436084]Conclusion

The main conclusions arising from the literature review are that organisations, including TSUK find themselves operating in an environment which is characterised by changes in organisational structures, disruptive technologies, socio-political tensions, globalisation and changing demographics (CIPD, 2014,2019). These coupled with future predictions of a monumental change to the labour market in the form of the OTE (Deloitte, 2013) where the workforce is evolving into a mix of employees, contractors and freelancers will have a fundamental impact on how TSUK and other organisations will manage ER.

Whilst the current position at TSUK is that on the whole TU’s are still well supported by the TSUK workforce, by virtue of the external factors impacting TSUK and the concern of  a representation gap for those not in the TU, a longer term strategy for managing ER must include alternatives. Indeed the global decline in TU membership has opened up the debate for alternative ways of providing EV (Budd, 2004; Budd, et al., 2010). Now more than ever, there is a need for an inclusive approach to ensure all voices are heard.

The best practices of encouraging EV, related to improved EE which has the potential to produce positive organisational outcomes to TSUK. As discussed in the literature review, in order to successfully achieve this, it will be essential for all parties to focus on creating a supportive environment with high levels of trust. Leaders and managers have a crucial role to play in this as it cannot just be a top-down approach. Enabling effective EV (both direct and indirect) will result in the development of upward EV with its possibilities of ideas generation and process improvement linked to the TSUK strategy.








4. [bookmark: _Toc6436085]Recommendations	

A number of recommendations emerge from the conclusions. These have been divided into recommendations for developing both formal and informal mechanisms of EV. It is recommended that these supplement the close working relationship with the TU’s, rather than replace. If the declining trend in TU membership continues, then these would naturally replace TU’s. They have the added benefit of addressing the also closing the representation gap for the TSUK employees not affiliated to a TU to have their voices heard.

[bookmark: _Toc6436086]4.1 Formal EV Mechanisms
[bookmark: _Toc6436087]4.1.1 Employee Voice App
According to the CIPD (2018) ‘employers should monitor employee attitudes on a regular basis as a means of identifying where action may be needed in order to improve performance’. TSUK employees currently take part in TSE wide employee survey which is held every 3 years. This is not consistent with the CIPD recommendations, and further given the rapidly changing external environment it is hard to understand what benefit carrying out a detailed and lengthy survey every 3 years has as the information will be out of date very quickly. Towers Watson (2014) state that effective employee surveys have an important role to play in opening communication and promoting authentic employee voice.  However Technological advances offer possibilities to TSUK to go beyond this traditional and potentially outdated approach with the launch of an App designed to engage with employees on a variety of topics from well-being to ideas generation. Metrics and analytics could be gathered automatically thought the App providing Leaders with highly valuable information. 
[bookmark: _Toc6436088]4.1.2 Employee Voice roadshows
Currently at TSUK, Leaders hold quarterly business briefing sessions in order to cascade information to Managers, who in turn cascade within their teams. These briefings are an excellent way to inform Managers and keep them up to date with the organisation, however their current format is very one-way. The style is powerpoint based presentations, with a Q&A session at the end. They are also always held in the large conference rooms. The next recommendation is to annually hold roadshows which would take place across all the different parts of site across all TSUK sites. The purpose of these roadshows would be for Leaders to engage with employees providing a mechanism to express their EV and harness their ideas and opinions. Leaders would have an opportunity to role model positive behaviours around EV and demonstrate to employees that their voice is valued, encouraging employees to continue to do so.
[bookmark: _Toc6436089]4.2 Informal EV Mechanisms
[bookmark: _Toc6436090]4.2.1. Training line managers and Leaders
The recent CIPD report (2019) concluded that 62% of EV is carried out informally. Consequently line managers and Leaders have an important role to play in enabling and encouraging open dialogue with Employees. In addition the important factor of the Psychological contract relating to ensuring a trust-based relationship between managers and employees is critical.

There are formal development programmes for both Line Managers and Leaders at TSUK; namely Transition to Management and Transition to Leadership. Neither of these at present contain any material related to EV. It is therefore recommended that the curriculum for these programmes is reviewed to include a module on the importance of EV.
[bookmark: _Toc6436091]4.2.2 Transition to Management Programme
Participants would be coached on how to facilitate open conversations with their team members. In addition they would be reminded of the importance of following up on any concerns or information shared. Failure to do so would have a negative impact on the trust relationship and employees would be less likely to share info again in the future.
[bookmark: _Toc6436092]4.2.3 Transition to Leadership Programme
In addition to coaching on how to facilitate open conversations, the focus here would be on the importance of Ethical Leadership and authenticity in the context of EV and their role in developing an open and supportive work environment. 
[bookmark: _Toc6436093]4.3. Cost
There would be considerable costs to developing the Employee App. However as has been concluded from the literature review, the potential benefits to TSUK in getting engagement right are significant and therefore worth the investment.  In contrast the cost of the Employee Voice Roadshows and developments to the Training Programme would be minimal as they are enhancements to what are already in place at TSUK. A further breakdown of costs are included in the action plan in Appendix 2.
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Brexit: the uncertainty of what the future relationship with Europe will be 		Globalisation	Brexit: impact on exchange rates and global markets	Brexit: No deal Brexit and impact on TSE supply chain	Multigenerational Workforce		Ageing workforce	Developments within AI, Robotics, Automation		Demand for Innovative products from customers 	H&S Legislation		Employment Legislation	Increasing Environmental Regulation		Carbon taxes			
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