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Scotchem is part of a large, European-owned multinational chemicals conglomerate. It operates on
a single site located on an industrial estate where it employs 1,500 staff. Its primary business is the
manufacture of pigments used in the production of paints and dyes.

The industry is dominated by a small number of multinational companies operating in highly
competitive international markets. The company has been a leading player in the industry since the
1950s and currently exports 80% of its products to 90 different countries.

During the past five years, the firm has run into severe financial difficulties. Recent economic
recessions in parts of the world, in particular the downturn in housing and motor vehicle markets,
has led to a substantial reduction in demand for pigments. In this environment it has had great
difficulty in competing with rival companies both in terms of product quality and price. It is
perceived by the parent company to be substantially overstaffed and technically inferior in
comparison with its competitors. Because the site has accumulated considerable losses over the
past few years, its future is now insecure.

Employee relations issues

The majority of employees on the site (1,400) would be classified as blue-collar workers although
they vary considerably in terms of skill level. Almost all are men. In addition, there are
approximately 100 other employees (supervisors, managers, administration and research staff).

Staff turnover levels are very low due to high levels of unemployment in the area. The average
length of service is over 10 years, with a good proportion of the current workforce having been
employed at the plant since the 1970s and early 1980s. As a result, there is a strong level of
employee attachment to the firm and a deep-rooted workplace culture.

Three trade unions are recognised for bargaining purposes. Amicus-AEEU represents the middle
managers, the craft workers, supervisory clerical and technical staff. The Transport and General
Workers Union (TGWU) represents the unskilled blue-collar workers. Membership among these
last two groups is 100%. In total, there are six conveners and 40 shop stewards.

Relations between employees and management are characterised by a low level of trust but a
willingness to negotiate agreements that are acceptable to both sides. This semi-permanent truce
means that collective disputes are uncommon but can occur from time to time. Little information is
shared between the two sides for fear of jeopardising their respective negotiating positions.

The attitude of most employees towards supervisors and managers is one of suspicion. There is a
tendency to distrust anyone who appears to get on with managers. The supervisors believe that
they run a tight ship. Managers understand that the supervisors operate 'in a pretty basic and
brutal context'. They generally have a poor view of those they supervise, and are highly suspicious
of any 'soft' human resource management initiatives. Evidence of mistrust between the different
groups is seen in the existence of a high ratio of supervisors to workers and in the elaborate
clocking-in procedures.

Required changes
It is clear that if the firm is to survive it needs to transform its operations dramatically so that it is
able to compete effectively with its international rivals. It needs to replace its outdated manually-
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controlled machinery and processes with cleaner, computer-driven systems. It also Clpd
needs to become more consumer oriented, enabling it to respond rapidly to changing
customer demands.

It is clear that the above developments will have far-reaching consequences for staff. The total
number employed will have to be reduced by 50% over a two-year period, and the remaining staff
retrained to operate the new machinery. Jobs in the future are likely to require a far wider range of
separate tasks than is currently the case, to allow the firm to respond more rapidly to short-term
customer demands. People will be required who have a higher level of diagnostic ability than those
employed at present. There is also likely to be potential for the introduction of team-working, job
rotation and employee involvement programmes, as well as payment of bonuses related to profit
levels.

Because of the high costs incurred by potential interruptions and the very high costs associated
with the development of a new plant, it is seen as imperative that good employee relations and
high trust are fostered and achieved. The current employee relations climate is conducive neither
to the introduction of substantial changes nor to the successful management of the proposed new
manufacturing processes.

The parent company has shown a potential willingness to make available sufficient funds to enable
the development of such a strategy. However, because success is heavily dependent on a
transformation of the prevailing employee relations climate, future support is conditional upon
substantial progress being made in this field.

Tasks

Assume that you have been employed as an HR consultant to make recommendations to the
managing director about how the firm might go about achieving its employee relations objectives.
Draw up a report using the following guidelines:

1. Assess the employee relations climate and its background by means of a brief SWOT
analysis (i.e. identify the chief strengths, weaknesses, opportunities and threats).

2. ldentify each of the major stakeholder groups that have an interest in the firm's future.
Assess where differences of interest exist and where there is a common interest on which a
high-trust employee relations climate might be built.

3. Draw up a strategy for action in the employee relations field. It is important that you should
prioritise your suggestions and take account of any financial implications.

Author: Stephen Taylor, Manchester Metropolitan University
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