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1.
Introduction

In recent years the process of internationalisation has gathered pace: international trade has consistently increased faster than the rate of growth of national economies; foreign direct investment by multinational companies (MNCs) has grown rapidly; and supra-national institutions, such as the EU and the WTO, have become more and more influential over national governments. As a consequence, national economies are becoming ever more inter-linked. A key element of this integration is corporate restructuring, which has an increasingly international dimension.

Presently, one of main elements of contemporary corporate restructuring is the boom in mergers and acquisitions. The run up to the completion of the Single European Market in 1992 witnessed a wave of mergers within the EU. While this was followed by a dip in merger activity in the early to mid 1990s, in the last few years the value of mergers and acquisitions have reached unprecedented levels, influenced in part by the process of economic and monetary union. The current merger wave is distinguished from previous waves by the international nature of many of the deals; cross-border mergers increased ten-fold between 1991 and 1999 (United Nations, 2000).

This process of international corporate restructuring is linked to the moves by many governments in Europe to privatise state-owned trading firms and to accompany this with deregulation. This course of action has been pursued with most vigour in the UK under successive Conservative governments between 1979 and 1997, but has also been pursued in many other European countries. Privatisation and deregulation has paved the way for international restructuring in sectors such as telecommunications, oil and energy distribution and, indeed, these are sectors which have featured disproportionately in cross-border merger activity.

This wave of cross-border mergers is significant for industrial relations (IR) because it involves two distinct effects. The first of these is what we term a ‘general merger effect’. Some mergers are accompanied by new investment to upgrade existing assets and acquire new ones; in other cases the basis for mergers is to re-deploy and intensify the way existing assets are utilised; while in others some operations are slimmed down or disposed of altogether.  This general merger effect is ‘characteristic of acquisitions per se rather than reflecting any particular foreign approach to management and organisation’ (Child et al., 1997: 7). The slimming down or disposal of assets explains the tendency for many mergers and acquisitions to lead to substantial redundancies, something which is clearly evident in domestic mergers in Britain (EIRO, 1998a). As well as involving job losses, mergers are often accompanied by changes in job descriptions and new lines of reporting.

The second of these is a ‘nationality effect’. Despite claims that globalisation has led to convergence in patterns of organisation between countries, substantial differences remain in the nature of ‘national business systems’ in which firms are embedded (Whitley, 1992). One area in which these differences are stark is that of corporate governance and control. In particular, the characteristics and role of financial institutions, such as stock markets and banks, differ markedly across countries. Moreover, hostile take-overs are much more common in some countries than in others.  Differences by nationality in the way that firms are governed and financed leads to different pressures being exerted on management.  In turn, these lead to differences in managerial behaviour in general and in their approach to industrial relations (IR) in particular.

Where one party to the deal is clearly larger and more influential than the other, the change in nationality of ownership has the potential to bring with it a change in management style. Thus employees and their representatives in the acquired firm may become subject to new employment practices as a result. For instance, a take-over by an American firm may lead to a challenge to existing structures of existing collective bargaining and may also make it more difficult for unions to reach the main locus of decision making. Being acquired by a US firm may also lead to other changes, such as a move towards linking pay to an individual’s performance. In a small but growing number of cases, the two parties to a cross-border merger are broadly comparable in size, creating firms which have strong roots in more than one business system. These have been termed ‘bi-national’ firms since they are not clearly tied to one particular country. Examples include Aventis, Corus and Vivendi. In these bi-nationals the legacies of two (or more) business systems are evident, creating competing nationality effects over the nature of management style and employment practice.

This paper explores these two effects through analysis of the accounts of mergers from ten Eurocadres affiliates from seven countries, supplementing these with secondary sources where appropriate. While the paper is concerned with privatisation and mergers and acquisitions, the main emphasis is on the latter. It is structured as follows. The next section provides some background on the institutions responding to the survey. Their experiences of privatisation and its links with restructuring are considered in section three. Subsequently, the general effects of mergers on industrial relations are considered, which is then followed by an examination of the impact of the cross-border dimension to mergers. The paper ends with a summary of the main findings and the implications for P&MS and their unions.

2.
Background to the Survey

The data were gathered by means of a postal survey that was sent out in August 2000. The questionnaire enquired about the perceptions of Eurocadres members concerning mergers, take-overs and privatisations with which their union had been involved. Questions focused on nature of consultation and information disclosure, the impact on P&MS in terms of job losses and changing job descriptions, and the impact on union density and bargaining power. The questions were deliberately made open-ended to allow respondents the scope to elaborate on the processes in which they had been involved. Thus the data are more qualitative than quantitative, and on occasions they provide rich insights into the phenomena in question. The size of the sample, however, urges caution in extrapolating wider trends on the basis of these data.

The basic details of the responding unions are set out in the table. The data gathered from the survey are supplemented with secondary sources. The secondary sources are drawn primarily from the European Industrial Relations Observatory’s website. The database contains news items and in-depth features on a number of corporate mergers over the last three years. Articles from the academic literature and from newspapers such as the Financial Times were also used. Taken together, the evidence in the paper throws some light on the role of unions in mergers and take-overs and the impact they have on employees.

The Responding Institutions

	Union
	Country
	Sector(s)

	UTC-UGT
	Spain
	Various – particularly public sector 

	LBC-NVK
	Belgium
	Various – includes finance and electronics

	APQ-CISL
	Italy
	Banking and finance

	UCC-CFDT
	France
	Various – includes pharmaceuticals, finance and aerospace

	SIF
	Sweden
	Industrial

	SAHP
	Sweden
	Health

	Finansforbundet
	Sweden
	Banking and finance

	AKAVA
	Finland
	Various – includes engineers and building

	PCS
	UK
	Civil Service

	ISTC
	UK
	Steel


3.
Privatisation and Deregulation

The UK’s experience with privatisation and deregulation is particularly interesting since it is this country which has gone furthest down this road. During the 1980s and 1990s a series of large public sector trading firms were sold off to the private sector: British Telecom, British Gas, British Airways and British Steel were all privatised, while the electricity, coal and rail sectors were all broken up and sold off. Many IR academics in Britain have investigated the consequences for the workforces and unions concerned and some common findings stand out. Generally, privatisation has led to substantial numbers of job cuts, downward pressure on terms and conditions and an erosion of the influence of unions (e.g. Colling and Ferner, 1995).

The survey provides some evidence which is compatible with this. For instance, in Spain UTC-UGT identified significant job cuts as commonly accompanying privatisation, particularly amongst older workers, and also said that the union was often not consulted on key business decisions that affected technical and professional workers. This was not a uniform picture across the respondents, however. The Swedish Association of Health Professionals (SAHP) did note that privatisations had been associated with job losses, but claimed that the union was generally not marginalised in these situations but rather was involved in negotiations relating to new terms and conditions for biomedical scientists. This difference arguably demonstrates the importance of national regulations as well as the differing position from one sector to another.

As noted in the introduction, privatisations have been associated with a series of mergers and acquisitions, particularly across borders. In the UK, some of the privatised firms have fallen under foreign ownership, as is the case among the regional electricity companies, many of which are now owned by American or French firms. Other privatised firms have expanded abroad themselves: British Telecom, PowerGen and British Gas all fall into this category. One of the respondents to the survey, the ISTC from the UK, provided an account of the merger between British Steel, which was privatised in 1991, and Hoogovens of Holland to form a new group called Corus (see later). Also in the UK, PCS provided details of the way in which the ‘contracting out’ of IT services in the civil service resulted in the American firm EDS taking over the provision of this service. Another of the respondents, the UCC-CFDT of France, described the way in which the change in status of Airbus, the Toulouse based operation bringing together French, British, German and Spanish aerospace firms, from a joint venture to a fully merged firm was accompanied by the privatisation of CASA by the Spanish government. The link between privatisation and mergers demands a closer inspection of the industrial relations consequences of mergers.

4.
The General Merger Effect

The survey provided a number of insights into the way that mergers have impacted on P&MS and their unions. This section contains information relating to: the nature of consultation and information disclosure; the extent of redundancies; changes to terms and conditions of employment; and the impact on unions. These are considered in turn.

Consultation

The first issue that was considered was the extent to which staff were consulted on senior management’s plans for merging with or acquiring other firms. Decisions to merge with or acquire other firms are generally taken by a very small number of senior executives. However, this is an area in which the obligations on management to inform staff varies significantly from country to country. While the European-wide Directive on Transfer of Undertakings sets out a common basic legal platform which forces senior executives to consult with employee representatives on the major changes arising from a merger or acquisition, these are supplemented in some countries by further legal or institutional obligations. The extent to which senior executives consult with workforces representatives is not just determined by legal or institutional factors, however, but also reflects industrial relations traditions. 

In the light of this, it is not surprising that unions from different countries reported quite different experiences of consultation. Many of the respondents expressed concern with the way the consultation process had been conducted. For instance, APQ-CISL described the application of information and consultation rights as having been ‘unsatisfactory’. Similarly, in relation to the merger between British Steel and Hoogovens which created Corus, the respondent from the ISTC in the UK said that ‘P&MS grades in the UK have never been given any prior announcement consultation’. The lack of consultation prior to announcements is a widespread concern amongst UK unionists, vividly illustrated in the merger between GlaxoWelcome and SmithklineBeecham in which many workers learnt of the merger, and the thousands of job cuts that accompanied it, on the radio.

In contrast, the data also show that the consultation procedures are quite different in other European countries. The ISTC representative contrasted the position of the British P&MS with ‘their colleagues in Holland (who) were given extensive consultation prior to announcements’. The Scandinavian unions expressed some satisfaction with the process of consultation. The representative from AKAVA of Finland described the employee rights stemming from the Finnish Cooperation Act and argued that P&MS had generally ‘been represented in the participation bodies and had built up good negotiation relations with top management and the authorities’. Similarly, SIF of Sweden generally appears to have been consulted at a ‘very early’ stage. Moreover, in describing the system of codetermination in the Nordic countries, the representative of Finansforbundet said that ‘the fundamental logic of the system provides for the right to be informed of management’s planned actions and to state opinions before such plans are executed’.

Redundancies

As noted in the introduction, mergers are often associated with significant numbers of job losses. Senior management teams commonly justify the merger proposals to shareholders on the basis that cost savings will be achieved through getting rid of duplicate functions. This tends to affect P&MS disproportionately; many of the overlaps in a merged firm relate to management teams, administration and research and development. Thus mergers potentially threaten the security of employment of professional and managerial workers. 

There is ample evidence from secondary sources of mergers leading to job cuts. Redundancies have been a common features of mergers in the financial sector; mergers between banks in Belgium (EIRO, 1998b) and Finland (EIRO, 1998c) have both led to large numbers of job losses. The tendency for mergers in the financial sector to lead to redundancies is also evident in cross-border mergers, exemplified by the merger between British American Financial Services and Zurich Insurance which was followed by 1,600 jobs being lost in the British operations (Guardian, 1998) and by the recent take-over of Bankers Trust by Deutsche Bank which lead to 5,500 job losses (Financial Times, 1998a). In the oil sector, too, mergers have lead to substantial numbers of redundancies. Currently, the merger between the two American oil firms, Chevron and Texaco, looks set to lead to around 4,000 job cuts from a combined workforce of around 60,000 (Financial Times, 2000a). Job cuts following mergers do not appear to be confined to particular countries; in Scandanvia, where consultation rights are strong, the merger between the forestry products groups Stora of Sweden and Enso of Finland led to 2,000 jobs being cut (EIRO, 1999a).

The data from the survey throw up numerous instances of mergers resulting in redundancies. The respondent from the LBC-NVK in Belgium, for instance, identified the dangers to P&MS arising from the abolition of ‘redundant duplicate functions’. Similarly, the APQ-CISL in Italy has experienced redundancies as a common consequence of mergers, particularly for older workers. The UCC-CFDT in France, the ISTC in the UK, SIF in Sweden and AKAVA in Finland had all also experienced significant job cuts in merged firms, though in the latter case the AKAVA representative stated that the ‘Valmet case showed that through proactive co-operation the negative effects can be reduced’. This demonstrates that while structures promoting co-determination do not close off the scope for job cuts, they do promote negotiated responses to this prospect.

Terms and Conditions

Mergers are often associated with significant organisational changes which affect employees in a variety of ways. As we saw in the previous sub-section, this often includes redundancies. However, they also have the potential to lead to changes in pay levels and in the nature of the systems used to determine pay, as well as changes in job descriptions, responsibilities and in individuals’ positions within the hierarchy. The ability of management to change the terms and conditions of its workforce following a merger is strongly constrained by legislation; as indicated earlier, this is an issue which is regulated by the European-wide law on transfers of undertakings. This transfer’s from the original to the new employer the obligations to workers that arise from contracts of employment and collective agreements. 

While this constrains the ability of senior executives to make unilateral changes to pay levels, for example, it leaves some scope for changes to other aspects of workers’ jobs. The way an individual’s performance is monitored and assessed may change following a merger. A merger can also lead to a requirement on employees to be prepared to perform a wider range of tasks than hitherto, to work different hours, to be moved to a different position in the hierarchy of the firm, or to be moved from one establishment to another. For instance, mergers in the banking sector in Belgium have lead to requirements that employees exhibit more working time flexibility including Saturday working, and increased geographical mobility, particularly to move to another city (EIRO, 1998b).

The survey revealed a varied picture of how such post-merger changes had affected employees. Some negative consequences were identified, such as the comment from the LBC-NVK representative in Belgium that mergers had lead to P&MS facing ‘demotion’ or being moved to ‘less interesting functions’. Many respondents identified changes in job descriptions, new responsibilities and adapting to new organisational structures as other consequences facing P&MS after mergers. For instance, the ISTC representative in the UK stated that the main consequences for P&MS included ‘new responsibilities, new teams and knowledge groups and a complete new structure’. Similarly, the respondent from SIF in Sweden stated that when two organisations look to integrate their operations employees become subject to ‘new organisation structures, new responsibilities and new reporting lines’. Not all of the changes to terms and conditions following mergers are negative, however. The representative of PCS in the UK, for instance, described the way in which the union and EDS, the firm that won the contract to take over some of the IT operations of the Civil Service, had pursued ‘a strategy of harmonisation which raises employment standards for all staff’.

Role of the Unions

The wave of mergers and acquisitions is a phenomenon which is clearly being driven by senior executives and their advisers; unions are at best involved in negotiating the consequences of mergers, but rarely in the initial decision about whether to merge and who to merge with. This appears to be a common picture across Europe. However, there is some variation across European countries concerning the extent to which unions are able to shape the key decisions affecting the workforce.

In some countries, unions have little institutional or legal basis on which to influence such decisions, and are dependent on their bargaining power and the approach of management. This is certainly true for the UK where unions have expressed considerable concern about the employment effects of mergers but have been able to exert relatively little influence over numbers of job losses and only in exceptional cases have they been able to alter the merger plans significantly. Accordingly, the ISTC appeared to be presented with a fait accompli when job cuts were announced at Corus, and was left to negotiate only the form that these would take. The position of other responding unions also appeared to have been weakened by mergers with AKAVA in Finland as well as the ISTC reporting a significant fall in membership levels as a result of the redundancies. Moreover, the representative from Finansforbundet in Sweden described how the purchas by the Danish banking group Den Danske of smaller banking networks in Norway and Sweden had weakened union influence ‘since Norwegian and Swedish employees are no longer represented at the top level in the corporation’.

However, in other countries unions have been able to exert greater influence over the merger process. In the Netherlands, for instance, Works Councils must be informed of possible mergers in advance of any decision being taken and they can appeal to the Amsterdam Court of Appeal which can block the merger if the employer ‘is deemed to have reacted without due consideration in reaching a decision’ (EIRO, 2000a). In Germany, the system of co-determination led to management at Vodafone accepting that employee representatives at Mannesmann should retain their pre-existing rights to sit on the Supervisory Board (EIRO, 2000b) while a similar guarantee was offered to employees at Daimler when the firm merged with Chrysler (EIRO, 1998d). In France, the union campaign against the bid by BNP for Societe Generale arguably played a part in the decision by the ‘Credit Institution Council’ to block the proposed merger (EIRO, 1999b). Some of the respondents to the Eurocadres survey indicated that they had been able to influence the post-merger decisions which affected the workforce. For instance, APQ-CISL in Italy said that the union had generally been able ‘to negotiate the social consequences of mergers’ and the LBC-NVK in Belgium stated that the union had been involved in the ‘social dimension of the take-over’. 

Commentary

The material presented in this section has demonstrated that there are some consequences of mergers which are common across different European countries. The most notable example of this was the tendency for mergers to lead to redundancies, while another common feature was the reactive position in which unions found themselves in dealing with mergers. However, there were also numerous differences across the countries concerned. For instance, the consultation and disclosure of information with employee representatives concerning the consequences of mergers varied considerably from some unions saying that they had received little information and that it came after the key decisions had already been taken, to others indicating that they had been informed about developments at an early stage and had been able to exert some influence on decisions. 

These similarities and differences reflect a tension which is central to contemporary industrial relations: the internationalisation of market relations on the one hand leads to common pressures across countries but the distinctiveness of national systems of industrial relations means these have different effects from one country to another. This tension becomes particularly acute when the merger involves firms from different countries and it is to a consideration of this to which we now turn.

5.
Cross-Border Mergers and the Nationality Effect

When two firms from quite different business systems merge, each partner may retain a quite distinct approach to IR. In this case, there is little attempt to harmonise pre-existing systems and practices in the different countries in which the firm operates. This tendency is likely in areas of IR in which legal, institutional and cultural factors constrain a firm’s scope to deviate from practices already in operation. In relation to structures for employee representation, for example, the room for manoeuvre that management enjoys is significantly constrained by the legal underpinning of labour market institutions, meaning that persistent differences in the nature of these structures in different countries are likely to remain. The Eurocadres survey produced some evidence of merged firms making little attempt to develop a common approach across countries. For example, the respondent from LBC-NVK said that ‘common approaches in this matter are rare if not non-existent’ while the ISTC representative stated that in the merger that created Corus there was ‘no common approach as yet’.

Increasingly, however, MNCs are under pressure to integrate their operations despite these differences between national business systems. This pressure has a number of sources: many MNCs are striving to present a standardised product or service in international markets; the creation of international institutions, particularly in Europe, has required a co-ordinated approach from management; and the pressures of international competition have led a growing number of MNCs to engage in sharing best practice across their operations. This set of pressures has led many MNCs to strive for an integrated approach to some aspects of IR. In some cases this takes the form of explicit policies, such as those relating to employee development in French-based Danone. More commonly, such integration comprises implicit policies to share best practice in areas like work organisation, as in the case of the major motor manufacturers (Marginson and Sisson, 1996). 

These competing pressures, for a decentralised approach on the one hand and for an integrated approach on the other, will be found in different mixes among MNCs according to such factors as sector, the degree of diversification and customer requirements. However, given that the forces towards integration are growing, one pressure that merged firms face is the challenge of harmonising elements of their approach to IR. It is likely that the way in which this harmonisation takes place will be influenced by the nationality of the dominant player in the merger. That is, there will be a ‘nationality effect’ in the merged firm. The evidence does show how a degree of integration takes place and how this is influenced by the nature of IR laws, institutions and traditions in the countries concerned.

One variant of the nationality effect is the influence of American firms. The US is, of course, characterised by weak trade unions and a tradition of managerial authority so it is perhaps not surprising that when operating in more regulated systems American MNCs appear uncomfortable with, and sometimes hostile to, regulations and institutions governing employee representation and pay (e.g. Mueller, 1998). This scepticism about unions was vividly illustrated by the respondent from PCS in the UK in describing the contracting out of IT work from the Civil Service to an American firm: ‘EDS is an American based company with different industrial relations attitudes. Previously it had been a non-union company and therefore had little experience of dealing with unions’. However, the firm has to operate a European Works Council and has not moved to de-recognise PCS in the UK, illustrating the influence of national laws, institutions and traditions in mediating the influence of the parent country. 

In contrast to the American influence, it was also possible to identify a Nordic approach to international mergers. Essentially, this involves a more consensual style, emphasising the rights of employees to information about mergers at an early stage and seeing negotiated rather than imposed change as the way forward. This was particularly evident in the finance sector. The respondent from Finansforbundet described employee representatives as generally ‘very satisfied’ with mergers between banks and other financial firms across Scandinavian countries. For example, the creation of the insurance firm ‘if…’ from Swedish, Norwegian and Finnish firms has been accompanied by employee representatives being represented on the central executive committee that is planning the new corporation. Moreover, the creation of MeritaNordbanken between a Swedish and a Finnish bank ‘enhanced the possibilities for co-determination since Finnish employees are now represented on the corporate board’, while in an alliance between savings banks in Sweden, Norway and Finland the Swedish firm’s ‘philosophy for involving employees in all decision making processes is included in the alliance’s directives’. Of course, such an optimistic picture of cross-border mergers is not universal, as was demonstrated in the Stora-Enso merger, but the difference with the American effect is striking nonetheless. Unfortunately, we know less about what happens when Scandinavian firms merge with others outside the region.

A third category is a Germanic effect. In Germany mergers have tended to be relatively rare, while hostile take-overs are very seldom. The IR system accords consultation and negotiation rights to employee representatives on key decisions affecting workforces, such as mergers. There is some evidence that the consultative style of decision making evident at national level is carried over to the management of their international workforces (Ferner and Quintanilla, 1998). Indeed, the data from the Eurocadres survey together with other reports demonstrate the emphasis on negotiated change in the case of the take-over of the French insurance firm AGF by Allianz of Germany. Management and unions in the newly merged firm established a ‘groups de dialogue social’ which went beyond legal requirements in establishing a consultative body for the implications of mergers. The statement that was signed by unions and management indicated that ‘the involvement of the social partners in the merger process seems all the more appropriate because it will involve complicated procedures relating to employees jobs’ (EIRO, 1998e). The respondent from UCC-CFDT in France identified one of these changes as the move from a ‘regional’ structure in AGF to a ‘centralised’ structure after the merger with Allianz, stating that this created some uncertainty amongst French managers. The agreement in principle on the part of German trade unions to the Daimler-Chrysler and Hoechst-Rhone Poulenc mergers also followed management-union consultation and assurances that the negative employment effects would be small (EIRO, 1998d; Financial Times, 1998b).

Where a cross-border merger brings together two firms which are broadly equal in size and influence, harmonisation may produce a ‘hybrid’ of the two principal national business systems. The information submitted by UCC-CFDT provided two fascinating cases of this. In the case of Allianz-AGF the products and terminology were harmonised with both firms providing some of the basis for this, while the way that teams and divisions were managed was influenced by the German culture where a German was the head of the unit but more influenced by the French culture where someone from AGF took the lead role. At Aventis, formed through the merger of Hoescht and Rhone Poulenc, the ‘vertical and centralised’ structure of Hoescht was merged with the ‘decentralised and regional’ structure of Rhone Poulenc to form a hybrid that contained elements of both. 

In the last few years there have been a number of such mergers creating numerous ‘bi-national’ firms. Where the pressures towards international integration are strong, the merged firm can either become a ‘hybrid’ of the two national business systems in question or it can reflect the influence of one particular system. There is a growing body of evidence that suggests that the ‘Anglo-Saxon’ system is becoming the dominant influence in firms formed through a cross-border merger, even where a British or American firm is not directly involved. For instance, the UCC-CFDT representative detailed the way that Aventis had adopted many English terms, such as ‘task-forces’. The influence of the Anglo-Saxon system goes beyond terminology, however. Studies of German and French MNCs reveal much about the way in which they have sought to adapt elements of the Anglo-Saxon business system from firms that have been acquired in the UK and the US (Ferner and Varul, 2000; Mtar and Quintanilla, 1997). Moreover, where the dominant firm in a cross-border merger is either British or American this provides a direct mechanism for the process of Anglo-Saxonisation. For instance, the take-over of Mannesmann by Vodafone generated considerable concern in Germany, something that was forcefully expressed by the president of IG Metall and deputy chair of the Mannesmann supervisory board, Klaus Zwickel, who criticised Vodafone’s ‘brutal behaviour’, describing it as a symptom of ‘predator capitalism’ which is oriented solely to ‘short-term profits for shareholders’ (EIRO, 1999c). The merger creating Corus also provoked concern in the Netherlands as the merged firm appeared to be influenced to a greater extent by the Anglo-Saxon management culture than by the ‘Polder’ model (EIRO, 2000a). Similarly, the alliance between Fiat in Italy and General Motors in the US led some observers to argue that the Italian model of ‘family-based captialism’ is being eroded by the growing influence of the Anglo-Saxon system. Taken together, these sources indicate that cross-border mergers are a conduit through which the Anglo-Saxon system is growing in influence (EIRO, 2000c).

6.
Summary and Implications

This paper has identified the key challenges that mergers and acquisitions pose to workforces in general and to professional and managerial workers in particular. There were some variations between countries in the nature of these challenges and the effects they had; the nature of labour market regulations and institutions as well as industrial relations traditions were sources of these differing processes and outcomes. However, while these differences were significant, it is clear that there are common challenges across Europe. Unionists in many countries expressed concern at the way in which they were consulted about the decision to merge and the implications thereof, while mergers frequently resulted in redundancies, changes in terms and conditions, and a diminished role for unions. Moreover, the current merger wave is distinguished by the extent to which it is international in nature and these cross-border mergers pose particular additional challenges to industrial relations. On this issue, we noted distinct ‘nationality effects’ that are evident and further reviewed a number of sources which indicate that cross-border mergers are a way in which many large firms from continental Europe are shedding the influence of their original home system and coming to resemble their counterparts from the Anglo-Saxon world.

These developments have clear implications for professional and managerial workers. One illustration is the nature of consultation and information disclosure. As indicated above, all but the most senior managers may well know nothing of a merger until it is announced to the financial markets, yet they may then be expected to communicate the proposals to employees. Another illustration is the issue of cultural change. Many mergers will lead to a shift in the nature of management style. This not only affects managerial and professional staff in the sense that they have to get used to new structures and styles, but also may require them to play a part in managing cultural change through communicating with those employees they supervise and persuading them to ‘buy into’ the new culture.

Where the new model of organisation reflects the ‘Anglo-Saxon’ influence there will be particular challenges to managers who are accustomed to a quite different system. One illustration concerns those French managers who have been trained in one of the grandes ecoles, for whom promotion up the managerial hierarchy is more or less guaranteed. This group may feel threatened by moves towards the development of a cadre of ‘international’ managers who are trained through uniform systems of management development along Anglo-Saxon lines (Ferner and Edwards, 1995). Another example relates to German personnel or human resource managers used to a ‘reactive, legalistic and administrative style of personnel management’ who may be uneasy with the Anglo-Saxon tendency to devolve personnel decisions to line managers (Ferner and Varul, 2000). 

To finish, I would like to outline two main lessons for P&MS and their unions. First, within the existing legislative and institutional setting there are steps which unions can take themselves to ameliorate the adverse consequences of mergers and acquisitions. The international nature of so many mergers demands that unionists strike up a regular dialogue with their counterparts in other countries. There are some examples of this. The evidence from the Eurocadres survey revealed the collaboration that took place between FCE-CFDT in France and IG-BCE in Germany to deal with the merger between Hoescht and Rhone Poulenc. However, even in Scandinavia, where employees’ co-determination rights are strong, international collaboration between unions is only in its infancy. The response from Finansforbundet identified the cross-border challenges to unions from Nordic mergers and stated that ‘co-operation between the national corporate unions is not adequately developed to handle these consequences’.

In my view, developing strong collaboration between national unions is a crucial step in ensuring that workforces have some influence over key decisions affecting them. There are, of course, substantial barriers for unions to overcome before this collaboration can be realised. The political, ideological and sometimes religious positions of unions varies considerably, while there are also more practical issues such as language and the financial costs in communicating across borders. However, the creation of European Works Councils does provide a mechanism through which such collaboration can take place and energies could be devoted to furthering these contacts outside of the formal meetings. The European-wide industry federations also have the potential to play a role in promoting such collaboration, while the ETUC is well placed to lobby for changes in European regulations.

Second, and more significantly, unions need to put the case to relevant authorities for mergers to be regulated in such a way that ensures that employees have some say into and influence over key decisions. In this respect, there is an identifiable trend towards removing barriers to mergers that currently exist. In the Netherlands, for example, reports suggest that the obstacles to mergers are being weakened, while growing internationalisation lessens the role of national legislation in any case (EIRO, 2000d). Similar concerns have been expressed in Germany, particularly about the emergence of hostile take-overs (EIRO, 1999c). Many large firms from continental Europe which are seeking to raise finance internationally are under pressure from financial markets to reform their corporate governance practices. Vivendi, for instance, in seeking approval from US financial institutions to approve its merger with Seagram of Canada, has agreed to ‘remove clauses in its statutes that might impede potential hostile take-overs’ (Financial Times, 2000b). Clearly, the trend is towards making mergers easier with less say in these processes for employees. Lobbying by unionists is one way in which this trend could be challenged.

I am convinced that any attempt to counter the current trends will fail if it focuses only on the adverse employment effects that mergers bring. The conventional wisdom amongst policy makers is that any displaced employees can simply find work elsewhere and, consequently, calls for actions to enhance employees’ rights and make mergers more difficult which merely stress the tendency for them to lead to redundancies and changes in terms and conditions will cut little ice. Rather, the proponents of mergers as a force for efficiency must be taken on in their own terms. Many free-market economists and industry representatives argue that mergers must improve profitability or else they would not secure the approval of shareholders. Yet, there is an abundance of evidence demonstrating that mergers do not produce improved profits. This holds true for most of the studies of which I am aware in the US, the UK and for the limited evidence that exists for cross-border mergers too. This evidence must be used to strengthen calls for regulation in this respect.

One way of reforming the existing framework is adopt a broad ‘public interest’ test rather than the current predominant focus on competition. The proposed merger could be assessed against a range of criteria - employment, investment and the impact on the regional economy as well as competition. This would require the creation of a new institution or the reform of existing ones to judge the desirability of a merger. Employee representatives and local community leaders as well as those responsible for the regulation of competition could make objections to a merger to this new body. The body would then hear a case from the management team proposing the merger and scrutinise the business logic underpinning management’s plans. It would have the power to block mergers and takeovers where the business case was not convincing or where the wider impact on employment and the region were significantly adverse. Such a process would make it more difficult for senior executives and their advisers to push through mergers which are based on flawed logic and would allow a balance to be struck between the interests of shareholders, employees and local communities.

It would be a mistake, however, to underestimate the difficulties that will be encountered in seeking to influence the policy agenda at national and supra-national levels. Challenges to the conventional wisdom are always difficult, of course, but in this case there are powerful groups who have a vested interest in seeing current trends develop further. Consultants, investment bankers and corporate lawyers all benefit enormously from a merger boom while a group of senior executives do so too, enjoying huge bonuses and pay rises when mergers are completed. While arguing against these vested interests is unlikely to be easy, it is a crucial step in a move towards a fairer and more equitable way of dealing with the employment consequences of mergers and the employment consequences they bring.
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