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BUSINESS REPORT
Improving a Human Resources Management priority area

What happens when an organisation gets its employee engagement wrong: A case study analysis of P&O Ferries
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2.0) EXECUTIVE SUMMARY
This assignment focuses on the Human Resource Management priority area of employee engagement, using the case study of British shipping company P&O Ferries’ decision to fire 800 of its employees by video message (without notice, and immediately replaced by agency workers) [BBC, 2023c] to analyse how to - and how not to - engage with staff successfully. And how engaging well leads to a more productive, creative, respected and profitable business.
After introducing the case study event, employee engagement is broken down through analysing its definitions. From the Chartered Institute of Personnel and Development, to the ‘founding father of engagement’ Dr William Kahn’s physical, cognitive and emotional engagement, the 2009 MacLeod Review, academics like Catherine Bailey, plus the Utrecht University group [Schaufeli and Bakker, 2004]. 
This report also explores how companies need to do more than just initially engage. Employee engagement has to be part of a strategy that is regularly evaluated, enforced and aligned to the company’s wider mission and strategy, and not an example of pseudo-participation [Pateman, 1970]. After research, P&O Ferries’ strategy - their ‘employee value proposition’ - was shown to be a box-ticking exercise due to it being ignored when the case study event was announced.
This report also discovered how an employee engagement strategy will only be successful if it includes, and goes hand-in-hand with good people management, a healthy company culture, plus learning and development practices. It needs to be holistic, with a focus on employee motivation and well-being, helping employees understand their contribution to their organisation’s purpose, its objectives and culture [CIPD, 2023]. 
It also delves into the set-up of P&O Ferries, and how there is not a human resources - people - director or separate department (with staff and the senior leadership team ‘sitting’ in different countries and not spending time in physical contact with each other). It is currently handled by their communications department, led by the communications director, since the event analysed in this report led to international condemnation, negative media, and reputational risk. 
It finishes with four recommendations  - two short and two long term - which will all be explored further in the second part of this assignment.



3.0) CONTENTS
1.0)     Title page ……. 1
2.0)     Executive summary ……. 2
3.0)     Contents ……. 3
4.0)     Business report ……. 4
            4.1) Introduction: Setting the case study scene for this report ……. 4
            4.2) What is employee engagement, and why is it a priority area? ....... 4
            4.3) How can you engage employees, and how does that benefit an organisation? ……. 5
            4.4) Background to the analysed company: P&O Ferries ……. 6
            4.5) What went wrong? And what hasn’t been working within the organisation ……. 7
5.0)     Conclusion ……. 8
6.0)     Recommendations ……. 9
7.0)     References ……. 10
[image: ]
Photo: Sky News website
4.0) BUSINESS REPORT
4.1) Introduction: Setting the case study scene for this report
This assignment analyses the human resource management (HRM) priority area of employee engagement (EE) in relation to P&O Ferries, by evaluating the sacking of 800 of their staff members - without notice or consultation [Martin, 2022] - by video message on 17 March 2022 [Nicholson, 2023]. It will look at what EE is, why a company benefits from doing it well, and how it can be done well. It also investigates P&O Ferries' approach towards EE by how this decision (and a similar decision since) was communicated to its staff in relation to the future success of the company, not whether it was necessary to take this decision to bring the post-COVID business back to profit. 
The “market leader on the UK’s biggest ferry route” [Discover Ferries, 2023] told its UK workforce in the three-minute message that “vessels will be primarily crewed by a third party provider… your final day of employment is today” [Supplied, 2022], without any opportunity to ask questions. P&O Ferries cited “£100m losses year on year” as justification for abruptly suspended its operations, cancelling all sailings, offloading passengers and cargo [King, 2022], and employing “foreign agency staff” (paid less than minimum UK wage) to man the decks [BBC, 2022b].
The decision was made due to substantial losses incurred during the pandemic [King, 2022], as well as deficits in its pension fund [Ralfe, 2022]. Industry sources also cited P&O Ferries high overheads and competition from Irish Ferries as contributory factors [Telling, 2023]. And a loss of takings due to vessels being detained following failed health and safety inspections [Topham, 2022].
For a full analysis, it is important to also look at the EE policies of P&O Ferries leading up to the event, future ramifications due to the event from trade union statements to media images of workers being manhandled off ferries in tears by “handcuff-trained security staff” [Martin, 2022] which were shown around the world. Plus, what has happened since - did they learn from this?
4.2) What is employee engagement, and why is it a priority area?
According to the Chartered Institute of Personnel and Development (CIPD), employees who have good quality jobs and are managed well will be happier, healthier, more fulfilled, and more likely to drive productivity and innovation. This view of motivation and people management lies at the heart of EE, a concept that’s become mainstream in management thinking over the last decade. And something that should have been at the heart of P&O Ferries’ HRM Strategy, so staff were communicated to in a way that didn’t trigger such extreme reactions the company’s reputation was negatively affected.
With over 50 definitions of EE according to the 2009 MacLeod Review, the earliest definition by Professor of Organisational Behaviour William Kahn said it is how people express themselves physically, cognitively, and emotionally as they interact with their jobs. Academic Catherine Bailey sees EE as a psychological state experienced by employees, different from job quality, employee behaviour or management action. Others use job satisfaction as a gauge. But CIPD recommends using the Utrecht University group of occupational psychologists definition, where employees show vigour, dedication, and absorption [Schaufeli and Bakker, 2004]. 
EE has been prioritised by companies because healthier, happier, more fulfilled and motivated employees lead to higher performance (and higher profits) [Bailey et al, 2015]. Other studies show positive relationships between aspects of EE and other business metrics, including customer satisfaction, productivity, innovation, staff retention, efficiency, and health and safety performance [Engage for Success, 2012].
However, it is a two-way street: Employees can be motivated, committed, and feel part of the P&O Ferries’ family, but engagement will still fail if a business does not communicate with their employees well, listen and include their voice in decisions and the future of the company. 
4.3) How can you engage employees, and how does that benefit an organisation?
Using the P&O Ferries’ case study, we can see how a company can ‘box tick’ on EE, gathering employees’ views and documenting them, but not act on them - this is called pseudo-participation [Oxford Reference, 2023], as Carol Pateman described in her 1970 paper, ‘Participation and Democratic Theory’. For employees to be truly engaged, they need effective channels to voice their concerns and aspirations, and to be listened to [CIPD, 2023].
There are many ways to engage with staff, including conducting regular employee attitude surveys, often alongside qualitative methods such as focus groups. A mixed approach is best as different methods have different strengths. Employee surveys give a representative view of experiences across the organisation. On the other hand, qualitative methods provide a richer understanding of employee experiences in their own words, and can give deeper insight into why people are happy or unhappy [CIPD, 2023].
[bookmark: _m5di1q37jsat]Another point to stress, is companies should not just listen once - engagement must be ongoing and fluid, changing with employees wants and needs over time. To do this you can use people analytics, which helps understand the strengths and weaknesses of an organisation [CIPD, 2023], and helps identify how different parts of the organisation compare, how motivation is changing over time, and what the main factors that motivate or demotivate people.
These analytics need to be reliable, and give data that is clear and specific enough to be actionable. It’s advisable to use engagement metrics that are well established and specific, such as the Utrecht Work Engagement Scale mentioned. However, being human, we have drivers and barriers to employee engagement, which means all measures could be flawed. But drivers include the personality of the worker, and manager, the job (eg. is it flexible enough for parents?) and the employees ability to shape it themselves, to make it more enjoyable and meaningful.
P&O Ferries need to focus on an EE Strategy that will make use of a range of good people management and learning and development practices. It needs to be holistic, and should focus on employee motivation and well-being, helping employees understand their contribution to the organisation’s purpose, objectives and culture.
Strategies should also be multi-pronged, aligning communications, Human Resources (HR) policies and systems, learning and development and cross-organisational events. As such, they require the active buy-in and support of senior leaders and line managers throughout the organisation. Not a box tick pseudo-participation way.
4.4) Background to the analysed company: P&O Ferries
P&O Ferries is a British shipping company that employs more than 2000 staff, and operates ferries from the UK to Ireland, France and the Netherlands, with a fleet of 20 ships. Every year it carries around 10 million passengers, 1.6 million cars, and 2.2 million freight units [P&O Ferries, 2023].
The company was created in 2002 through mergers and acquisitions within P&O, and has been owned by Dubai-based DP World since 2019 [Wikipedia, 2023]. It currently registers a revenue of $718.5million [Rocket Reach, 2023], with half-year profits down 10% since last year (as of August), DP World stating it was worried about the future due to a “more challenging outlook for global trade and weakened freight rates” [Taylor, 2023].
With 79 employees, P&O Ferries’ HR Department is now led by the Group Head of Communications, Dan Bridgett [Rocket Reach, 2023] - unusual when companies have moved towards the ‘people directorate’ model since the 1990s [Francis and Keegan, 2006], but probably a direct result of the negative aftermath of the mass redundancy event focused on in this report.
It was previously led by a Employee Relations Chief Stephen Nee, who launched an Employee Value Proposition (EVP) the year before the case study event which, as explained by his Recruitment Manager Taz Vaid in an article was “how work at P&O Ferries is more than just a job” as a direct result of their employee survey feedback [Vaid, 2021].
The accompanying video to his P&O Ferries’ Tweet had the tagline: “It’s not just a job, it’s a career… it’s family”. Mr Nee had also shared a P&O Ferries’ Tweet he had signed off, quoting an accompanying video to their EVP campaign which said the company wanted to do things differently. “At P&O Ferries we are looking to the future, we may be a company that is 185 years old but we also have our eyes on how we are changing”.
4.5) What went wrong? And what hasn’t been working within the organisation
With workers in one country, and senior managers in another, although P&O Ferries had put in the work for a 2021 EES, it seemed ignored when it came to getting rid of employees. An example of Pateman’s pseudo-participation, where P&O Ferries staff participated in a survey, findings were registered, yet the senior management did not act on them, making this a box-ticking exercise. An EES should cover how an employer should communicate with its staff, and deliver bad news. Which would be in-person, with an opportunity to digest and discuss [DSM, 2022]. 
P&O Ferries’ CEO Peter Hebblethwaite has spoken to the press to say he was “incredibly sorry” at the impact of the sackings [BBC, 2022c], but he has not resigned. He said the sackings were the only option to get the business profitable, and he would do it again. He made no mention of the heartless way the news was delivered virtually, or the high amount of money given to remove staff immediately, and the success of the decision. An example of both EE and staff communications failure, showing how broken the company culture is.
As argued in a 2022 HR Solutions article, the circumstances in this case do not line up to the legal definition of what constitutes a redundancy situation. “When an employee is dismissed, which breaches their contractual right (not being served notice), it can lead to claims of wrongful dismissal.”
Due to the set-up of the business, maritime law expert from Stephens Scown, Verity Slater, commented that “P&O may not have to follow UK employment laws, since some of its ships are not registered in the UK” [Wheeler et al, 2022]. Staff that accepted the pay out from the business (between £15,000 and £100,000) when they were let go, had to sign a contract to say they would not sue or talk out against this dismissal. 

All signed apart from John Lansdown, a chef who turned down a £30,000 settlement to appear in a BBC documentary about the situation and fight against injustice (he is suing P&O ferries for £76 million) - yet more reputational damage [McCarthy, 2022].

And even though “P&O Ferries won't face criminal action over mass sacking of staff”, due to the findings of government agency Insolvency Service who stated “after a full and robust criminal investigation into the circumstances surrounding the employees who were made redundant by P&O Ferries, we have concluded that we will not commence criminal proceedings'' [BBC, 2022a], the reputation damage has been done. A civil investigation is still ongoing, the government ordered the enquiry, and the (social) media were awash with negative news.

It has also been a catalyst for the business sector to publicly discuss standards expected of British businesses - with P&O Ferries used as an example of too low standards, leading to further and long-lasting reputational damage. With trade unions furiously condemning the company, like Nautilus (represents seafarers), who made the link between the organisation getting away with “apparent criminal corporatism” and their announcement of a recent return to profits “making the company's claims on operational sustainability questionable” [BBC, 2022a].
5.0) CONCLUSION
This case study shows P&O Ferries had made efforts with EE in 2021, in reaction to issues before. However, it seemed to be a ‘pseudo participation’ exercise when it was not put into operation in a crisis - with communication broken between different arms of the company, in different countries. It is easy to dehumanise staff from a desk overseas, thinking the ‘family’ would fall on their swords for the good of the company. 

The fact the CEO did not step down, and said he would do the mass sackings again, shows how lessons were not learnt. And just a year later (April 2023), P&O Ferries hit the news again after “cutting 60 jobs” and “restructuring” another 60, which has again negatively affected their reputation - even though their profits have returned and they have started running new ferries. 

Their communications team, who run the HR Department, told the press they were consulting with trade unions this time. However the news and reasonings for the dismissals have already been released pre-talks, saying they were necessary to put the operator on "a competitive, sustainable footing", and the plan “did not affect operational colleagues below leadership level or any colleagues aboard vessels” [Austin, 2023]. EE lessons clearly not learnt.

Before the events of 17 March 2022, consultations took place with the National Union of Rail, Maritime and Transport Workers, with P&O Ferries forced to reverse their attempt at cutting pay of their new workers by the Maritime and Coastguard Agency [Browning 2022]. This hit the media, and would have indicated what would have happened if they attempted to do it again - instead, it was probably the company’s reasoning to bypass consultations the next time, with the press showing the world that P&O Ferries do not engage with, or treat their staff well.

This was evident with the case study event, with the media showing staff refusing to leave their ferries being forced off ships by security guards, triggering international outrage and condemnation, and DP World’s non-executive director Mark Russell resigning because of it [London Stock Exchange, 2023]. Replacement staff who arrived for work, and the agency who supplied them, were unaware of the plans and they refused to work [BBC, 2022b]. EE needs stakeholder engagement - in this instance, with press to trade unions, new staff to their employers.
Even though P&O Ferries are trying to move on with new high-tech ships and returning customers and profits, which they feel justifies forced redundancies and job restructures, the case study event did not only affect workers and prompt outrage, it also caused reputational damage to the business - the UK government publicly cancelled their contract to transport Border Force personnel between UK and France to show their disapproval with the sackings [McGarvey, 2022]. 
It seems unlikely the tarnished brand reputation will disappear after the recent news. P&O Ferries will have to work hard to rebuild trust in the brand - and may struggle to recruit unless they commit to EE, with a strategy that focuses on employee wellbeing, and includes good people management policies supported by senior leadership and backed up by a healthy company culture. 
6.0) RECOMMENDATIONS: HOW P&O FERRIES’ EMPLOYEE ENGAGEMENT CAN IMPROVE
Short term recommendations - to be done immediately to signal action is being taken
1 - In light of the second negative press furore, a crisis communications plan needs to kick in: CEO to step down, with a media-friendly stand-in who apologises on behalf of P&O Ferries, owns the mistakes, and promises actions to rectify. Not rehiring sacked staff, but the promise of an investigation and new behaviour. The messaging must be right, for all stakeholders.
3 - A senior team restructure resulting in a separate HR department, placing an experienced HR director employed from outside the company to lead on all staffing issues. They will sit on the top table with the CEO and, if senior management are based in another country to the majority of staff, they should work where staff are based, leading and ensuring EE is conducted properly.
Longer term recommendations
1 - A new EES in consultation with staff representation to be put in place, in coordination with the overarching company strategy and its vision and mission. The investigation into what went wrong in both events needs to be taken into account. It also needs to be a live document, constantly updated and running through the veins of all work and future planning of the company.
3 - P&O Ferries’ company culture must change. To create a place where employees enjoy working, are listened to, thrive, share values and behaviours, and are secure. The EES needs to be at the heart of P&O ferries, permeating through every part of company life, at every level, in every sector and country, promoting sustainable long-term growth and reputational recovery [sociabble.com]. 
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