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SUMMARY

INDUSTRIAL RELATIONS IN WEST GERMANY : THE OPERATION OF A
PREDOMINANTLY WHITE COLLAR SMALL ORGANISATION IN WEST GERMANY

This thesis describes the operation of a Works Council after initially
reviewing the concept of co-determination and existing literature. It details
the Company in which the study took place over a thirty month period and is
written by a former Works Councillor employed by that Company. It is not,
therefore, a pure academic study of a controlled experiment written by an |
academic; the great expansion of research into West German industrial
relations particularly after the 1972 Labour Management Relations Act and 1976
Co~-determination Act appears to have missed out the operation of Works
Councils and concentrated on worker directors and the subsequent effect on

them caused by the legislation. This study aims to £ill the gap.

Chapters 4, 5 and 6 respectively concentrate on problems encountered by
the Works Council and employer in the areas of unequal treatment, grievances
and job evaluation/performaﬁce appraisal. Each area encompasses the relevant
articles of the legislation and their interrelated difficulties; emphasis is
placed not only on the facts and the problems but on eventual solutions - if
any -~ and how the system was, or was not, able to cope with them. In addition-
to describing issues and how they were handled by both Works Council and
Management, I have tried to emphasise how Management tries to keep all

activity within a largely inflexible legislative framework.

Few, if any, studies exist that have been carried out or writtem by
participants in the Works Council system (see Chapter 2). In particular there
is a distinct lack of material written by Works Councillors in the white

collar sector of smaller organisations with a multi-national background.



Using for reference the International Labour Organisation translation of the
1972 L.M.R.A. under which the Works Council operation was governed, this
thesis is the unique experience of an Englishman elected to two successive
terms of office as a Works Councillor the second as Deputy Chairman of the

Works Council.

The results of the study may lead to a revision of the general
conclusions about the Works Council system, particularly as a system of
management accountability, a basis of employee involvement and participation as
well as a major influence on co-operation and low levels of conflict; it may
also provide realistic guidance as to whether the system is initiating or
vsimply reactive, and whether a Works Council can be a stand alone body rather

than simply part of a complex system.

The reader is, therefore, invited to approach this study as the author

has done - a new product.
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Foreword

Once the pride of Western Europe for its famed economic miraéle, West:
Germany has fallen well behind. In terms of working hours, it seems that West
Gerﬁany's nation that once considered hard work an obligation, has discovered
the good life. In 1981 workers enjoyed up to six weeks holiday a year along
with 14 regional days off. The country experiences some l.5 million people in
a labour force of 26 million reporting sick on any given day§ absenteeism is
much higher than major competitors such as Japan and the United States of
America. The work ethic has been undermirgd kbut morale genmerally is quite
high. The West Germany currency, the deutschmark, is clearly not having a
good time; a poor country becoming poorer is no story andkhardly anybody cares
except its creditérs. A rich country appearing suddenly in a poor man;s suit
is somewhat different. Despite agreeing, in 1981 and 1982, ﬁo deficit
spending measures the West Germans have not halted the recession, and, with
the economic ﬁpheaval of the 1970'5 0il price problems appear to be in a long
terms deficit situation. It had been easy to overcome the initial oil price
increases with high currency reserves and with the deutschmark rising in value
against the dollar. This absorbed a large part of the real impact on tﬁe
ecoﬁomy. The o0il crisis appeared to be a real problem only for countries with
currencies as weak as, or weaker than, the dollar. Since 1978 the deutschmark
has become a petro-currency though West Germany tried to dissuade foreign
banks from holding it and to use it as a reserve currency alongside the
dollar. Perhaps the economic bubble began to burst simply because the
management of the economy had been bgyond suspicion for too long. This study
of Works Councils and their operation has been carried out during the

foregoing phase in the economic life of West Germany.
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The problem of employee participation is that industrial relations in
West Germany are governed by legislation (see for example Chapter 4), which
often seems to be far removed from the real conditions under which it is
supposed to operate. The Works Council -as one method of participation may
face antagonism from employees who may feel it istoo buraucratised; sometimes
employees feel that the Works Council belongs to management or is too remote.
Often the only méans 6f communication available to a Works Council are those
provided by the management for example, the physical space. for a general
assembly ofkémployees (see chapter 3). Other problems facing a Works Council
include overcoming thé apparent sccial distance between itself and its
electorate, frivolous complaints by employees (see chapter 6) who often do not
have the courage of their own convictions and a strong management attempting

to neutralise their activities (see chapter 5).

In addition to describing issues and how they were handled by both Works
Council and management, I have tried to emphasise how management tries to keep

all activity within a largely inflexible legislative framework.

The éreat expansion of research into West German industrial relations
particularly after the 1972 Labour Management Relations Act and 1976
Co~determination Act appears to have missed out the operation of Works
Councils (see chapter 2). The reader is therefore invited to approach this

study as the author has done - as a new product.

The idea that started it all was essentially mine; hé&ing worked in an

organisation as a procufement engineer (see Chapter 3) that had a Works Council
that I neither liked nor understood, I read two books. First, Cullingford's 1976

study. of 'Trade Unions in West Germany' which provided an excellent insight into the
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industrial scene; secondly, Furstenberg's 1978 study of "Workers'
Participation in Management in the Federal Republic of Germany" which
shattered any pre-conceived ideas and illusions I held and is without doubt

the most realistic study available.

Armed with such knowiedge, the author set about the task of getting
elected to his own Works Council - successfully, Using for reference the
International Labour Organisation translatiqn of the 1972 LMRA under which the
Works Council operation was governed, the chapters of this study are the
experiences of two consecutive terms of office, the second as Deputy Chairman

of the Works Council.

Few if any studies exist however that have been carried out or written by
participants in the Works Council system (see chapter 2); in particular there
is a distinct lack of material written by Works Councillors in the white
collar sector of smaller organisations. This study in unique becéuse it is
the practical experiences of a Englishman’elected to two successive terms of
office as a Works Councillor in a white collar smaller organisation with a
multi-national background. The experience was, at times, professionally
stimulating and at times totally frustrating. The study may lead to a
brevision of the general conclusions about the Works Council system,
particularly as a system of management accountability, a basis of employee
involvement and participation as well as a major influence on ¢o-operation and
low levels of conflict; it may also provide realistic guidance as to whether
the system is initiating or simply reactive, and whether a Works Council -can

be a stand alone body rather than simply part of a complex system.
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I have seen and been part of a Works Council and steeped in practical
experience as I obviously ém, I have tried to be objective and produce a cool
and unemotional contribution to a debate plagued by a powerful rhetoric and
beguiling propaganda; it is a critical and painstaking study combined with a
unique practical experience; as objective as I have tried to be, I do not

claim to be detached.

The debts in a formulating'a text as wide ranging as this are many.
Organisations and individuals within organisations have responded promptly énd
courteously to requests for information or materials for analysis. footnote
citations give credit to the source of published materials. The typing effort

has been magnificent and patient.

Naturally, none of the individuals or organisations mentioned by name

necessarily endorses any particular point in this study.:
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Chapter 1

Co-Determination in West Germany

General

The apparent success of the L.M.R.A. 1972 has led to the West German
system generally being referred to as a model system of industrial relations;
certainly, the system has coincided with considerable economic success up to
the late 1970's and relative industrial peace. The studies carried out
to-date that _have éontributed to the description of a model system have been
carried out in a controlled environment -'acadeﬁics observing the operation of
a Works Council - and often in unionised Companies with greater than 2000
employees (about 650 companies) where tﬁe L.M.R.A. is reinforced by the
Co-Determination Act of 1976. A reasonable interpretation of such studies is
the emphasis on the system of Works Councils in West Germany being just one
part of an interdependént institutional framework, i.e. industrial énd rather
bureaucratic trade unions involved in fairly centralized pay negotiations
(national and regiomal), and regulated by an elaborate system‘of labour law;
in particlar, the relationship between Works Councils and board level
representation’especially in larger‘companies is crucial. Existing studies
appear to concentrate on the trade union aspects, power and influence on the
Works Councils. Indeed, much is made of this by the trade unions themselves
claiming 707 membership of all Works Councils and thus an implied major
influence on policies adopted. It is conveniently forgotten, however, that
West German unionisation is second only to France as the lowest in Europe,
WorkSFCouncillors are legally obligated to represent all employees (not just
trade unionists), and that the reasons for joining a trade union are many and

varied. However, the theory goes, Works Councils should not be seen in
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isolation either from the other major institutional forms or from the
economic/material context which, in turn, has supported an ideological
framework that is different from that in U.K. Equally, the West German system
is seen as a successful system of managemént accountability, a sound basis
for employee involvement and participation, and as a major iﬁfluence on

co-operation and low levels of conflict.

Co~determinatioﬁ of employees in West Germany is tﬁo-fold. Firstly,
representation and co-determination of employees on the supervisory boards of
jpint stock corporations and private limited liability corporatioms.
Secondly, co-operation and co-determination of employees on the Works Council
and in the Works. It is this second area upon which this study is

concentrated.

With the advent of the Brandt coalition Govérnment in 1969, came an
emphasis on amending the Labour Managemént Relations Act (L.M.R.A.) 1952
regarding employee representation; the aim being fo intfoduce real parity, for
example, on Supervisory Boards. - After lengthy discussion, the Government
proposed legislation covering emplofer and employee representation on
Supervisory Boards of corporations with more than 2000 employées. This
proposal essentially encompassed what can best be described as strategic and

major employers rather than the majority of industry and commerce.

When the proposal was made public, objections were put forward. Complete
parity and machinery set up in order to make decisions possible in cases of
deadlock seemed to be in breéch of the law of property guaranteed by the basic
West German Consititution. Equally, election of Supervisory Board members by
delegates instead of electing them directly by the employees would devalue
democratic principles because of the greater influence of trade unions on

delegates.
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Similarly, the representatioﬁ of the ﬁanagerial personnel and the election
procedure to be used caused considerable debate. The Government in further
consulation with unions and gmployers agreed to a revised piece of legislation
which did not significantly differ from the original; even the powerful
Christian Democrats (C.D.U.) accepted the revisions despite their earlier

strong opposition to the principle of parity.

The Labour Management Relations Act 1972 thus became law and it applies
to all wage earning and salaried employees with two exceptions. Firstly,
flying staff of an airline (Article 117) and secondly, Managerial personnel
who by their status and under their contract ofremployment are entitled on
their own responsibility to hire/dismiss employees, or, have a general
authority and full power of representation, or, perform duties mainly in their
own responsibility, which in view of their importance for the existance and
development of the works, are regularly assigned to sﬁch personnel on account
of their particular experience and knowledge (Article 5, paragraph 3). In
only three cases, Managerial personnel are mentiomed in the legislation, i.e.
Article 105 information about hiring or change of position of Managerial
staff, Article 107 Appointment as Member of the Economic Committee, and
Article 108 Assist the Employer's side during meetings of the Economic
Committee. The significance of this will be seen later in the Chapter dealing

with grievances.
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The Legislation

The main substance of the L.M.R.A. can be broken down into ten areas:-

Status of Works Council and trade unions: Article 2 states that
co-operation of employer and Works Council is in the best interests of
employees an& the Works. Acticlé 74, paragraph 1, provides for meeting at
least once a month for discussion of disputed matters with a sincere desire to
reach an agreement.and make suggestions for settling their differences;
industrial actions betweeg the employer and the Works Council are unlawful.
Article 37 covers the honorary nature of Works Council office, no
remuneration, release from work without loss of pay to attend educational and
training courses necessary for the activities of the Works Council and
approved suitable bj the competent central labour authorities of the State
(three weeks maximum). Under Article 78, Works Councillors are not be be
disturbed or hindered in the performance of their duties, are not be be
discriminated against or favoured on account of their office. Articles 123
and 103 protect a member of the Works Council from dismissal during tﬁefterm
of office plus one year after it, unless sufficient grounds exist for
immediate notice of términation. Such groﬁnds must have the consent of the
Works Council or the Labour Court in the event consent is withheld. Articles
79 and 120 bind the Works Council to keep trade business secrets with
financial penalties for cases of violatidﬁ. Article 74, paragraphs 2 and 3,
ensure employer and Works Council refrain from activities that interfere with
operations or disturb peace in the works and both parties cannot undertake
political activities within the works. Article 77 prevents interference with
the Management of the works by any unilateral Works Council actiomn. Article

40 obliges the employer to provide to the necessary extent the premises,
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material facilities and office staff required for the meetings, consultations
and day-to-day operation of the Works Council; similarly, any expenses
incurred by the activities of the Works Council shall be borne by the

employer.

‘Individual Personnel Matters: Under Article 99, paragraph 1, in works
normally employing more than twenty employees entitled to vote, the employer
must notify the Works Council in advance of any employment, grading,
re-grading and transfer, and submit to it the appropriate information on the
person concerned; the: Works Council will be informed by the employer of the
implicationé of the action envisaged and supply it with the necessary records
and obtain the consent of the Works Council. Article 93 permits the Works
Council to request that all vacancies for certain types of jobs are advertised
within the works before being filled. Article 95 requires that Works Council
approval shall be given to guidelines for the selection of employees for
recruitement; transfer, re-grading and dismissal; ironically, if the employer
does not wish to formulate guidelines, the legislation does not compel him to
do so. In Article 99; the Works Council is obligated to refuse consent if
staff movement would constitute a breach of any other legislation, a
collective labour agreement or a works agreement or, indeed, of a court
decision; consent can also be refused if the movement would constitute a
violation of a selection guideline established under Article 95; other grounds
for refusal are if iﬁ is to be assumed (based on fact) that the movement is
likely to result in the dismissal of or other disadvantage to employees of the
works not warranted by operational or personal reasons; if the employee
concerned will suffer by the stéff movement, although this is not warranted by
operational or persomnal reasons, consent may be refused as well as the

situation where the vacancy has not been advertised as required under Article



(10)

93; an important feature in view of the growing anti-immigrant feeling in West
Germany is the grounds for consent refusal if (based again on facts) it is to
be assumed that the applicant or employee envisaged for the stzff movement
would disturb the peace of the works through unlawful conduct or gross
violation of the principles of law and.equity and non—discrimination against
persons on account of their race, religion natiomality, ofigin, (also
mentioned in Article 75); political or trade union activity or convictions, or
sex. If the Wofks Council refuses its consent, it must notify the employer in
writing giving its reasons, within one week of being informed by the employer.
In this case, the employer may apply to the Labour Court to overturn the Works
Council decision.  Article 102 cbntains the provisions for employee dismissal;
the Works Council is to be consulted before every dismissal and given reasons
for such action by the employer. WNotice of dismissal given without consulting
the Works Council in advance is null and void. The Works Council may oppose a
dismissal if the employer in selecting the employee for dismissal disregarded
or did not take into account hardship caused, if the dismissal would
contravene a guideline for selection under Article 95, if the employee whose
dismissal is being envisaged could be kept on at another job or works site, if
the employee could be re-trained or the employee  could be kept on under
changes terms of his contract to which he has indicated his agreement. Should
the employer wish to pursue the dismissal dispite the Works Council's refusal
to consent, he may turn to the Laboﬁr Court to overturn the Worké Council
decision although he must retain the employee until the Labour Court reaches a

verdict.



(11)

Vocational training: Under Article 98, the Works Council is entitled
to co-determination related to the implementation of a vocational training
programme and may submit proposals for such a programme through Article 96;
Articles 92 and 97 respectively, provide the Works Council with information
related to manpower needs and information on training to be provided within

the works.

Rights of the individual employee: According to Article 81, the employer
must identify to an employee his duties and responsibilities and familiarise
him with appropriate safety legislation; similarly, the employee must be
informed in good time about any changes in his working activity. Article 82 .
gives the employee the right to be heard by a competent person on any
operational matter and Article 83 gives him the right to inspect his personal
file, defined as, all documents held by the Company referring to that
empléyee;Athe employee can request a Works Councillor to be present during
such a inspection. Articles 84 and 85 provide a basic grievance precedure,
conciliation in the event of dispute and protection for the employee against

possible recrimination for raising the grievance.

Various degrees of co-operation: The legislation permits Works Council
recommendations (Article 80), proposals (Articles 2 and 74), information |
(Articles 80 and 99), consultation (Articles 90, 92, 102 and 106) and
co~determination within a certain framework (Articles 99 and 102). It is only
Articles 87, 93 and 95 that permit real Works Council co-determination on the

basis of parity with the employer.
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General duties of the Works Council: These are many and varied but in
essence are detailed in Article 80 viz to observe that laws and agreements are
carried out properly, recommend actions to benefit employer and employee,
receive suggestionsvfrom employees and pursue them with the employer if they
appear justified, promote rehabilitation of disabled persons, to co-operate
closely with juvenile representatibn, to promote the employment of elderly
employees and to promote the integration of foreign employees. To enable the
Works Council to perform its duties, the same Article obligates the employer to
furnish records at any time including sight of the payroll showing gross
salaries/wages of emplofees. Equally, the Works Council may consult outside

experts at the employer's expense.

Social Matters: There are rights of co-determination in Article 87
for the Works Council in matters such as order in the works, conduct of
employees, daily working hours including overtime, salary/wages payment,
principles goverﬁing holiday periods and arbitrating on disagreement between
employer and employee on when a holiday may be taken, introduction and use of
new technology, industrial accident regulations, welfare services, allocation
of company-owned housing, principles of remuneration and suggestion schenmes,
design of workplace and enviromment. Equally, the employer must inform the
Works Council of action affecting such matters, particularly impact on the
nature of work and employees (Article 90). 'If a change in work places a
severe burden on employees, the Works Council may requestAaction to compensate

employees (Article 91).
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Economic Matters: This can be considered as two distinct areas, i.e.
information and operational changes. Aneconomic committee is required when
there are more than 100 employees and the committee has a duty to consult with
the employer on economic matters defined és, economic and financial situation
of the company, production and sales situation, investment and‘rationalisation
programmes, methods of work, works closure in whole or in part, geographical
transfer of work(s), mergers, financial objectives and any other matter that
is in the vital interests of employees (Article 106). The same Article
ensures that the committee reports back to the Works Council the information
supplied by the employer. Appointment of the committee ié normally done by
the Works Council for a period corresponding to thé Works Councils term of
office (Article 107). In larger companies, the committee should meet at least
once per month with the employer (Article 108). 1In terms of pure operational
changes the employer must consult the Works Councils about the cﬁanges
envisaged. Article 111 defines reduction of operation, mergers, geographical
transfer, fundamental changes in the organisation and introduction of entirely
new production methods as changes requiring cénsulation. Agreements must be
in writing between the emplqyer and Works Council as has the Social Plan in

the event of redundancy defined in Article 112.

Conciliation: Article 76 provides for a conciliaﬁion committee to settle
differences of opinion between the employer and Works Council; the committee
ﬁay be established as a permanent feéture or assembled on an ad hoc basis.
Membership is equally apportioned between both sides with an independant
Chairman who may be appointed by the Labour Court if no agreement can be

reached. Decisions made by the committee are only binding if agreed to by the

employer and Works Council.



(14)

Works Agreements: In accordance with the provisions of Article 77,
works agreements are to be negotiated by the Works Council and employer,
recorded in writing and signed by both sides. The agreements are mandatory
and any rights granted to employees cannot be waived or forfeited without
approval of the Works Council. Unless otherwise agreed, works agreements may
be terminated by either side at three months' notice. After expiry, the

agreement remains in force until such time as a new agreement is reached.

Areas of Concentration

Chapter 2 reviews existing studies of Works Councils and chapter 3
provides the context in which study was carried out. Chapters 4, 5 and 6
respectively, concentrate on problems encountered by the Works Council and
employer in the areas of unequal treatment, grievances and job
evaluation/performance appraisal. Each area encompasses the relevant articles
of the legislation and their interrelated difficulties; emphasis is placed not
only on the facts and the problems but on eventual solutions and how the

system was, or was not, able to cope with. them.
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Chapter 2

A REVIEW OF EXISTING LITERATURE

There is no good bibliography available on the subject to Works Councils

in West Germany. 1

Almost all of the literature available in the English language covers
worker participation and/or industrial democracy containing an element of
Works Council information; similarly the literature is often the result of
comparative studies in more than one European country and generally
restricted to the legal status of Works Councils. A study carried out by an
eiected number of a Works Council in West Germany is not available thus making

this thesis unique.

During the last 25 years, in most European countries employee
representation at the factory and/or enterprise level has been
institutionalized either by law or contract, In comparing the various
institutions, it is very difficult to find common denominators for the system
used. Depending upon national customs or political development, these
institutions and their impact vary considerably from country to country.
Changes are frequent and there is a trend towards greater involvement of

employee representation in the decision-making processes of companies,

Before trying to review the present situation and basic developments in
West Germany it is necessary to look at the literature which has inspired the
institutionalization of worker representation in companies. This literature

is almost completely of a sociological/political nature with its origins going

.far back in the 19th century.
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The demand for democracy has practically accompanied the development of

the industrial age but it became especially strong in the twentieth century.

The general increase in living standards and the higher level of education

for large parts of the populationhas increased their interest in democracy.

The trend to democratize everyday life (and not only political systems)
is obvious and includes such traditionally hierarchical systems as the
Church and other old éstablished instituations like universities which have
also traditionally been hierarchic structures. Under the pressure of student
revolts and other developments this conservative attitude has‘been'changed and
students have gained greater participation in various bodies of university
. administration.r Other examples of increased participation are the campaign
for nuclear disarmament or against the building of nuclear ﬁowar piants or the

counsumer movements.

People today are interested to participate in decisions which affect
their environment or their work place. They are no longer content to

passively accept the directives of political or other forces. 2

Working conditions have been strongly influenced by mechanization,
autémafion and computers. Division of work and‘large industrialized units
resulted from these developments. Anotﬁer result 'is the drive for
humanization of work (including more democratic decision-making) especially at
the factory level. Phrases often used in this connection are ‘'better quality
of life', both at work and outside of the working place and 'social |

responsibility' of the enterprise towards the consumer and the employee. 3
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Industrial Democracy takes different forms in defferent countries, but it
has a common definition: that each indiyidual in the work organization should
share in the information and power relevant to the decisions that affect him,
To what extent the individual receives informaticn, and participates in
decision-making is the point of departure for the various movements arising

from the humanistic base. &4

The theoretical ground work for reorganization in Europe has been done
mainly by Tavistock Institute in London and Einar Thorsrud of the Work
Research institute of Oslo, Norway. Thorsrud has become the major theoretican

in Europé and has conducted programmes throughout Scandinavia and much of

Europe. His approach is based on the premise that the workers have to be’

instrumental in change and improving their job environment.
More specifically, his assumption is that those who actually perform a work

are most capable of making decisions absut their work.

An inalienable part of democracy is freedom and the right of the
individual to personal development. One of the most difficult questions in
the definition of democracy is the limit attached to this freedom and the

protection of minority rights.

Representative industrial démoqracy has created information rights and in
some countries decision making rights for a large number of employees.
critical evaluation of the institutions existing in West Germany shows the
danger of creating too many institutions in one company for one and the same
purpose, namely information to employees and participation of employees in
certain company decisions. ~This can result in a confusion of

responsibilities. The decision-making process must not be hampered by too
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many committees and councils. ‘Besides, too many institutions make it

difficult for the individual to express his opinion effectively. 5

The traditional strategy 'labour opposes and fights capital' ﬁust be
over—come. Democratization is supposed to create a partnership between these
two forces in the enterprise. The democratization of economic life has
resulted in far-reaching participation of the employees in the development of
their enterprise but also in a more’efficient-working of the enterprise.
Structures leading to this result do not reduce the activity and the impetus
of the enterprise in the free market system. Democratization of enterprises
means that the employees elect representatives who act in their name. This
trend imposes a very important responsibility on the trade unions which upder
this system cannot think only - in terms of conflict strategy but of

co-operation. 6

Sociological research work has shown that some degree of participation
and involvement in desired by most employees. A question very difficult to
decide is at which level the participation is desired. British studies have
shown that a 'substantial proportion of individuals feel that they should be
inforﬁed, but not necessarily further involved, in decision-making processes'.
7. At the immediate work shop level, the desire for direct involvement is
expecially strong. Employees feel that at this level they can contribute

. - -

positively to developments. 8.
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It is very difficult to judge whether the new participative
employer—employee relations increase the competitiveness of European industry,
for example compared with the industry of the United States. Cooperation
machinery can be slow, cumbersome and time consuming.. Executive privileges
are reduced or even abolished. On_the other hand a correlation can be seen
between new participative systems and social peace. This stréngihens the
competitiveness of the countries concerned versus countries without

cooperative schemes.

In literature one finds many terms which are sometimes confusing and this
confusion is aggravated by the fact that terms used in one language are
sometimes very difficult to tramslate meaningfﬁlly into another language. The
terms 'industrial democracy', 'participative democracy', 'co-determination’,
'work-participation’, sometimes do not have the same meaning for employees apd
employers. Additional confusion results from the different definitions in
different legislations. This confusion is not limited to words, but includes
the institutions: works council, joint council, enterprise or other forms of
employee representation in factories and - companies have completely different
constitutions, powers and objectives; and this increases the difficulty of
translating the local word for the institution into another language without

describing in some detail the influence and objectives of the institution.

Not only Can'translations'be confusing, terminology is difficult to
define because each country has developed certain definitiouns or better
expressions for the kind of cooperation, consultation or information rights
which are granted either by law or agreement to the employees. To compare

these terms with each other, one must see the individual term in the context
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of rights and duties granted by this institution to employee representatives
in enterprises. This confusion can also be found in the literature of the

late Sixties and early Seventies.

In the Twenties, in the United States the terms 'industrial democracy' or
'workers' participation' were synonymous with what is now called 'collective
bargaining'. 9 In Europe, 'workers' participation in management' and
'collective bargaining' are now two very different processes which must not be
confused. In both processes elements of co-operation and conflict exist.

Both are intended to solve conflict situations or to avoid them. Both schemes
exist in most countries side by side, and subjects which are in one country
solved by collective bargaining procedures are in another country within the
jurisdiction of the participative institutions. 'Collective bargaining'’
generally refers to nation-wide or local negotiationibetween employer and
employees or employee organization whilst 'workers' participation' takes place
in factories or companies. 10 Clearly collective bargaining and participation
can occur at any level from workplace up to a Company, and national bargaining
is now accepted to play a fairly minor role in the private sector. 'Workers
participation' éovers many approaches to associate people with the decisions
in their workplace thch affect them directly or indirectly. 11 Fmployees are
directly affected by decisions relating to their workplace or their working
environment, indirectly by decisions affecting their company and its future.
Consequently, 'workers' participation' can be institutionalized at the lower

level of the works
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councils and similar bodies or aﬁ the higher level of the board of directors
or supervisory boards. Some European countries have participation only from
below, ie the works council at the shop floor, others have in addition
participation from above, ie membership of employees in the management or

supervisory organ. of the company.

Entirely distinct from the institutionalized 'workers' participation'’
inside the company is the idea of 'workers' control of enterprises'. This
term describes financial participation in or complete ownership of the share
capital of the company by the employees. In Western Europe, this development
has commenced only recently and to a small extent in some countries, but it is
the prevailing theoretical model in Eastern Europe. The best known and most

described example of workers' control is Yugoslavia.

For a study of the rightsand duties of employee representative
institutions in enterprises it is necessary fo differentiate betweén the West
European countries with their privately owned industries and the East European
socialist countries. The possibilities for the exefﬁise of democratic
economic rights are in a market oriented economy (Westérn-type democracy) of
course different frgm centralized planned economies, which are part of a

completely different political state and system.

This thesis only describes an employee representative institution in the
private sector. Most European countries also have laws and regulations for
the representation of public servants but from a legal point of view it is
almost impossible to compare these representations with each other. They are
ﬁart'of the legal philosophy and institutions for the public service in the

respective countries, which have grown for historical reasons and, therefore

are not comparable.
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In most European countries the trade unions have always insisted that
they are the only exclusive representation of all employees, regardless of
membership in a trade union or the degree of unionization in the respective
country. This 'one channel' claim has resulted in strong opposition by trade
unions to works councils especially the the United Kingdom, and in other
countries. The trade unions were afraid that works councils could develop
into collective bargaining institutions and thus become the éxclusive
bargaining partner for management or employers organizations. In countries
having 'two channels' of employee representation, trade union representation
exists side by side with elected works councils. Especially in countries with
laws.for compulsory election of works councils, these works councils are the
true representation of all sections of the workforce. Such degree of
democratic representation is almost never achieved by a trade union becausev
they represent only their members and not all employees or competing trade

unions make a universal representation impossible.

It is, therefore, not surprising that the trade unions in those countries
where national works council systems were creaﬁed either by statute of
agreement have attempted to exercise influence in their institutions. In some
countries e.g. Sweden the trade unions have an exclusive right or a special
priority to present candidates for the works councils. But even in countries
without such an established privilege'the trade unions have a strong influence
on the selection of candidates which of course depends upon their strength in
the enterprise. Even though the Austrian and West German Works Councils Acts
foresee voting rights for all employees regardless of membe;ship in a trade
unions or not, trade unions candidates in strongly organized enterprises have
greater chances to be elected by the work force than non-union members.

Despite these facts, legally there exists 'two~channel' representation: the

works. council as the democratically elected
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institution representing all employees of the enterprise and independently
from the trade union representation in the enterprise as partner in
collective bargaining with management (if collective bargaining agreements are

not negotiated at regional national or industry level).

Since the works council is an institution that is part of a system of
industrial democracy, it can very well be argued that the word 'democracy' in
itself requires a universal electorate and voting rights for every employee

and not reserved for members of a trade union.

Works Councils or committees can be legally eétablished in two ways: they
are either mandatory by law or they are negotiated in industrial agreements or
collective bargaining agreements. Whether a law or a collective agreement
serves as basefor-sucha committee depends to a large extent on the legal
tradition of the country concerned. The United Kingdom and Ireland have
traditionally rélied on collective bargaining concepts. The Scandinavian
countries also have used this system, probably due to the face that in these
countries strong trade unions and strong employer associations exist. In West
Germany, and in liné with its tradition of labour law, legiélation has been

used.

It remains to be seen whether other countries follow this principle of
having broadly defined legislation combined with agreements which are flexible

and can be better suited to the needs of the factory or enterprise.

The choice between legislation and collective agreement depends partly on
the legal history and custom of the various countries. Central European
countries with legal systems emanating from Roman law rely more on legislation

than common law countries. Their legislation has a tendency to be very
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explicit and complete and to regulate every detail of the works council system

(good examples are the Austrian and West German election ordinances).

The joint relations between management and the workforce take place in
institutions which are specifically designed to promote cooperation and to
solve problems at the shop floor level. These institutions are in general not
instruments of collective bargaining. The trade unions watch these
institutions to make sure that the collective bargaining rights which were
granted in most of these countries to the trade unions by legislation are not
impaired by works councils. In the beginning, the works councils had only to
be given information on various aspects of the company or the factory.
Gradually the amount of information has been increased, and the information to
be given now includes ecoﬁomic and financial information. The more rights
were granted to the works councils by the various parliaments or by agreement,
the easier it became for ‘these councils to engage in collective bargaining
with management on questions immediately connected with sﬁop floor activities.
Many countries have in their legislation regulated agreements to be concluded
between the works council and the management of the firm. A very typical
expression for these agreements is the German word 'Betriebsvereinbarung’,
wﬁich means 'Agreement for the Plant' and which regulates questions which
have a close connection with the plant level. These agreements can be seen as
supplementary to nation-or industry-wide collective bargaining agreements
which are negotiated by trade unions on one side and employer associations on

the other side. Thus a double layer of agreements is developing and the
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development in the Scandinavian countries can be seen as typical. Broad
agreements or laws are expanded by detailed and specific agreements for a
plant or a company and have a certain flexibility of approach taking into
consideration the needs of the plant. Centralized collective bargaining
cannot make provision for the differences that can arise between the employees
and‘management in the factory and these local differences must be solved under

local circumstances which require negotiation 12

There are a further twenty five studies published during the 1970s which
are little more than an index of West German labour legislation; whilst they
are of relevance to the overall literature concerning Works Councils, they are
of little or no relevance to the operation of a Works Council in reality. The

publications are however briefly reviewed below:

Klein (1963) produced a monograph on co-determination with comments upon
legislation at that time; definitions of Works Council and Staff |
representation in the public services of West Germany are provided. The
monograph also covers the rights of Works Councils under the LMRA 1952 (see
chapter 1), joint consultation provisions and the legal status of‘the Works

Council and Works Council membership. 13
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Beinhauer (1972) produced a one hundred and thirty two page english
translation of the LMRA 1972 which introduced co-determination rights

additional to the provisions of the 1952 Act. 14

The Confederation of British Industry (1973) published a brief outlining
the labour relations systems and working conditions in West Germany. The
brief covers trade unions, employers associations, Works Couﬁcils, collective
bargaining, arbitration, hours of work, overtime, public holidays and paid

annual leave. 15

Roberts' (1973) article comments on labour legislation in West Germany
with particular emphasis on the rights and powers of the Works Council. The
rights and role of the trade unions receive some attention as does a brief

comparative study of the situation in UK. 16

National Economic Development Office (1973) formulated a reportkon a
comparative study of labour relations and productivity in the chemical
industries of UK, France, Holland and West Germany. The study covers employee
attitudes, shift work, practices, maintenance, occﬁpational safety and |
comments on labour legislation relating to collective agreements, collective
bargaining, Works Councils management Boards, vocational training and profit

sharing. 17

International Labour Organisation Management Development Branch (1973)
produced an article on co-determination in West Germany including an historcal
and legal review of the LMRA 1972; the article also covers the functioms of

the Works Councils and worker representation on management Boards. 18
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Albeda (1972) published a conference report of workers participation
experiences in Holland, Belgium and West Gérmany; the report>comments on Works
Councils and the concept of co-determination in each of the three countries.
Some attention is given to the comparative state of iabour relations and the

position of the respective trade union movements. 19

Jones' (1973) article comprises a comparative study of worker
participation systems in Europe with particular reference to co-determination
in West Germany; the article examineé the structure and powers of the West
German Works Council and the general impact of the 1972 LMRA on that country's
labour relations. It also covers the obstacles to adoption of the West German

model in the UK. 20

Blanpain (1974) in an article presents a comparative study of labour
legislation relating to worker participation and the functions of Works

Council in Belgium, France, Holland and West Germany. 21

Ramm (1974) in a revised conference paper identifies the provisions of
the 1972 LMRA, which differ from the 1952 Act, thus leading to increased
powers of co-determination for West German Works Councils; the article also
covers the role of the trade unions and employers organisations resulting from

the change in legislatiom. 22

Szakats (1974) comments in an article, on the concept and practice of
co-determination in West Germany. Works Councils are included along with the
role of the worker Director. Emphasis is given to the changes in legislation

historically most notably the LMRA's of 1952 and 1972. 23
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Wilpert (1975) discusses in a social research article, the West German
- model of co-determination and covers the intitutional framework and functions
of the Works Council; generally reviews the legal status and impact on labour

relations of the Works Council in the country. 24

The. Industrial and Commercial Training Periodical (1976) contains an
‘article reviewing the status of worker participation in West Germany including

the function of the Works Councils and trade unions. 25

Adams (1977) assesses the role of the Works Councils and the trade unions
in West Germany; the article traces the historical background to Works

Councils and comments on current legislation. 26

Connagham (1976) focuses on the history of workers participation in West
Germany since 1922. The article covers Works Councils. and their
co-determination rights suggesting that co-determination is a partial answer

to good labour relations. 27

Vollmer (1976) details worker participation in the Works Councils of West
Germany and examines the impact of co-determination on trade unions and

management. 28

Virmani (1978) produced a comparative study of historical Works Council
legislation in West Germany and Yugoélavia with a view to creating a workable
plan for India; suggests that co-determination should be limited to social-

‘policy in his new model based on West German Works Councils for India. 29
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Hoffman (1976) reviews the LMRA 1972 and comments on the co-determination
Act 1976 in a monograph outlining the historical and legislative development

affecting Works Councils in West Germany. 30

Endruweit's (1978) article summarises new powers of West Germany's Works
Councils,resulting from the 1976 Co-determination Act and the differences
between it and the LMRA 1972. There are comménts on trade unions and
employers organisations attitudes.towards the new powers and the general

movement of worker participation resulting from both sets of legislation. 31

Blanpain's (1978) monograph covers the role of Works Councils of
multinational organisations in France and West Germagy. Includes a
comparative analysis of work organisation and management attitudes in the
decision making process. Essentially a review of historical developments in

collective bargaining and joint consultation. 32

Hartmann's (1979) article omn alienation between leadership and membership
of Works Councils in West Germany is one of the better studies. He applies
the social theory known as the "Irom law of oligarchy" to Works Councils and
‘on the basis of a survey finds that the size of enterprise and training are

directly related to leadership tenure. 33

The German Information Centre in New York (1977) produced an introductory
pamphlet on worker participation, especially co-determination, in West
Germany. Includes excerpts of text pertinent to labour legislation such as

the Co-determination Act 1976 and LMRA 1972. 34
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Archer, Matschke, and Schobel (1978) sufveyed the state of industrial
democracy in UK and compared it to co-determination in West Germany; the study
uses conclusions and impressions of a working group .that toured major
industrial enterprises discussing the role of the trade unions and Works

Councils. 35

Koch (1978) in a research report provideé a comparative analysis of
labour relations in West Germany and UK; ﬁhe report concentrates on the role
of sﬁop stewards in both countries but only.comments.on Works Councils status
under the 1972 LMRA. Also describes the origins of the metalworker's unions

(I.G. Metall). 36

Jacobs Orwell, Paterson and Weltz's comparative study (1978) reviews
labour relations and employers policies with respect to technological changes
at the enterprise level in West Germany and UK. The study considers trade
union attitudes and employérs organisation reactions to major innovations for
example relocation of industry, new factory organisation, computerisation;
discusses the desire to reduce costs in UK industries as well as ﬁhe West

Germany system of co-operation through the Works Council framework. 37

The foregoing twenty five studies have covered a decade of what in some
~sense is a hybrid of two sdbjects - conflict and the theory of the labour
movement. It is an index of the concern with the topic variously called
"worker' participation" and "industrial democracy" albeit heavily

concentrated into a legislative review.
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Over the period the prinicipal objects of concern were historical and
descriptive accounts of participation in individual countries, evaluations of
the effects of the wvarious experiments on the welfare of workers, and
comparisons of the participation gained in various schemes of industrial
democracy. Although the general economic orientation with regard to the
evaluation of the benefits of participationtends to be ignored in favour of
legislative reviews, the more micro tools of industrial psychology havé not
made a major impact on the mainstream industrial relations literaturé on
workers' participation. The major exceptions are the Industfial Democracy in

Europe Project (IDE 1979) and the Norwegian Volvo experiments. 38

The studies of individual country experiences fall into two categories.
First, the kinds of participation arrangements which appear to be of interest
to researchers are confined to only part of the range of possible forms of
participation. ProfitQSharing as a form of participation seems to be of
limited interest. There is very little interest in Works Councils which is
overshadowed with two general line of interest; one of primary academic
interest as relates to "capitalist" countries and the other related to
~ experiments in some form of market socialism The first line of enquiry draws
on the rich complexity of the West German system of co-determination, with its
varieties of forms and scopes of participation over various issues and
subjects (Hartmann 1970) 39, looking at its application in other countries
(Emery and Thorsrud 1970; Westenhole 1979) 40, and perhaps towards the likely

adoption of some parts of the German system in EEC Company Law.
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The second line of work has generated study of the Yugoslav model of
self management. As with many experiments in industrial democracy, there is
usually conceded to be a gap between theory and practice (Bertsch and
Obradovic 1979) 41 and by no means is participation evenly spread across the

workforce (Rus 1970, Obradovic 1975). 42

The evaluations of the worker participation schemes which accompany
individual country or comparative studies tend to indicate that the fruits are

generally modest (Rosenstein and Strauss 1970). 43

Although there is evidence that the organisation itself has a substantial
impact on the kind and amount of participation (Nightingale 1979, IDE 1979).
44, the bulk of the evidence suggests, as the DIO group found in its study,

that workers have very little control on any topic (DIO 1979). 45

A glaring omission from research in the decade is that of how to apply
the knowledge gained from study in one country to the conditions of another
country. What can be applied to the British or indeed the American industrial
relations systems that has been learned from West Germany? Ironically the
only major attempt of transposing a system from one eountry-to another was the
British Industrial Relations Act in‘l97l. As is well known the Act rapidly
failed to achieve any of its prime objectives. As is also well knowp, the Act
contained numerous attempts to implant or graft American ideas and practices
eg. enforcable contracts, unfair industrial practices; the attempt was in part
the product of direct Anglo-American scholarly interaction. One article by
Englemann and'Thomson (1974) explored the failings of the Act but did not
grapple with the underlying issues of transferability of industrial relations
practice. 46 Given that there is considerable Anglo-German scholarly

interaction and that many studies indicated in the chapter, review the legal
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status of workers participation/industrial democracy, it appears to me there
is not enough research into how institutions like Works Councils actually

operate nor is there sufficient research to establish transferability of the
system; cultural differences are a matter of opinion and trade union loss of

power fears are too often used to dismiss transferability.

Furstenberg is a rare exception to the picture of research I have painted
here; in a 1978 research paper 47 reviewing a series of projects predominantly
carried out in West Germany (and in the German language) he summarised the
main features of the situation created by the legislation concerning workers'

participation in West Germany:-

a. Certain rights have been established enabling every employee to
participate through his elected representatives at plant level in some

important areas of management activity.

b. These areas, however, do not include the economic organisation of the

undertaking and the shaping of the respective policy.

c. With the exception of a presence on the supervisory boards as
institutions, the trade unions are not present within the undertaking.
Their influence is indirect, operating mainly through the personal link
between Works Council members and union members on account of the fact

that many Works Council members hold union office.

d. In case of disagreement or conflict within the plant, there is legal
provision for placing the issues before a mediator or the labour court.

This procedure in turn fosters the tendency to shape each issue in a

legally acceptable form.
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e. One of the most important trends in industrial relations in the Federal
Republic of Germany is increasing institutionalisation. Unpatterned
interactions have become regulated and functionalised within a growing
systems of legalised social norms. But even when occasional meetings to
resolvé conflicts, give advice and make decisions are transformed into
committees or councils, the task of integrating the participants remains.
The legal aspect of industrial relations institutions differs greatly

from the real conditions under which they are supposed to operate.

Kolvenbach (1978) in his study of employee councils in European companies
is an equally rare example of being accurate about Works Councils in West
Germany. 48. He concludes that Works Councils do play an important role in
German enterprises; when the LMRA 1972 came into effect, serious difficulties
were foreseen by trade unions as well as employer organisation. Fortunately
this has not materialised. The co-operation between Works Councils and
management is an integral part of the day to day life of the enterprise. In
many cases the legislation has avoided conflict situations and ﬁhe influence
of the Works Council has gradually increased. The Labour Courts haﬁe defined‘
‘the co-determination rights of the Works Councils and sometimes enlarged the
bossibilities for the employee representatives to participate in decision
making at the shop floor as well as the Board level. Kolvenbach also remarks
that West Germany has often "contaminated" its ﬁeighbours with employee
representative institutions. This'may well be correct but I feel it should
not be overlooked that such institutions are generally as a result of seeking
comparable economic success to that enjoyed by West Germany during the 1960's and
1970's. The German national character favours formal institutions although I do not
believe this in itself is an egsential criterion for industrial peace or

industrial democracy.
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Macbeath (1973) considers that the positive result of worker
participation through Works Councils and the attitude of the trade unions has
brought West Germany freedom from industrial strife, and joint responsiblity

of worker and employer. 49

Schlotfield (1976) claims that through the early involvement of workers
representatives, mistakes in planning are avoided and thus difficulties with

the workforce recognized at early stage. 50

It must be said however that whilst literature appears preoccupied by
legislative reviews and the involvement of the' trade unions in the Works
Councils systems in West Germany, it ignores the fact that the Works Councils
are not trade union instruments and they are not elected by union members only
bﬁt.by the entire work force; this factor should strengthen the Works Council
position and give them an influence based on their own right and confidence of
their constituency. The followiﬁg chapters should prove this to be an

important factor in the way Works Council's handle specific issues.

Millar (1979) in a comparative study of German and British Management
does cover thé consultation struéture in West Germany and even gets away from
a preoccupation of legislation in pointing out that there is a more to the
Works Council system than Workers Directors in large enterprises 51. Millar
also found a striking aspect of Works Councils in West Germany was their dual
interest; firstly, as a representative of the workforce who elected them but,
secondly, as having a concern with the welfare of the Company as a whole.

This contrasts with an exclusively Union form of representation where
interests tend to be more partisan and sometime difected towardé outside
pressures rather than the interests of the Company as a &hole or even of most

its workers. Certainly Millar considered that Works Councils in West Germany
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felt that "if things are going well for the Company, they're going well for
us"-that the Company's welfare was their welfare. Demands were tempered with
this constraint in view. Millar clearly feels there is some scope for the
adoption of the West German Works Cpuncil system in UK; Millar holds that
writers on industrial relation in UK indicate that due to it unique history,

" the UK is above or beyond legislative solutions 52. American styles of human
and industrial relations, Millar also afgues, have been treated with
scepticism but both American and European type Works Councils seem to have

achieved a communication network, which is all too frequently absent in

Britain. 53.

The remaining three useful publications are firstly, Cullingford (1976)
54; in his trade union study of West Germany there is an excellent historical
sketch covering the labour movement prior to the 1939~45 War and its
recreation thereafter; the present organisation and functions of the German
Trade Union Federation: attitudes and policies of the German Unions in the
industrial relations field; strikes in West Germany up to 1969 with particular
reference to the metal workers' strike of 1971 and the dispute in the chemical
industry in the same year; co-determination background -and practical
application along with the LMRA 1972 and Co—determination Act 1976 are
feviewed; the study concludes with a review of the state of the trade unions
and their future objectives. The study was produced in close co?operation
with the German Trade Union Federation and especially with the Federations

then President, Heinz Oskar Vetter. The study is without doubt the most

accurate guide to the evolution of the German Labour movement.

Secondly, in the ILO (198l) study of workers' participation in decisions
within undertakings 55, the subject>is participation in decisions - whether

they belong to the private, the mixed or the public sector.
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The study concentrates on institution;l machinery for participation and does
not deal with neﬁ forms of work organisation that tend to associate the
workers with the programming and organisation of their own tasks in facﬁories
and offices; there is a whole chapter devoted to Works Councils and similar
specialised bodies. Despite the diversity of participation machinery in many
countries the ILO concludes that they tend to have the same objective; an
attempt is made to associate the’workers and their representatives in
decisions thereby avoiding whenever possible a situation in which thoée

decisions would be taken unilaterally; the tfend is the communication of
information, followed by consultation with the Works Council (E.G. West Germany),

leading finally to proper collective bargaining.

Finally, Thimm's (1980) book based on three case studies at Volkswagen,
BASF and Siemens in West Germany which is probably the only scathing attack on
the West German system. 56. Thimm argues that the admiration of American
academicians and journalists was equaled by the interest of Amercian
management in ;he stable nature of German labour relatiomns; thﬁs German
co-detefmination became to be viewed as»the wave of the future, which every
country would have to adopt if it was not to be left behind. He shows that
co-determination is complex, not stable or well defined. Rather he expresses
an ever shifting compromise between two entirely different and mutually
exclusive visionsbof worker participation, which consistently reflects
changing economic conditions. German co-determination has cﬁanged greatly
from 1952 to 1972 to post 1976. Moreover he argues that other European
countries have not been able or willing to adopt German co-determination
legislation since they lacked the necessary historical and political
traditions of Germany. His analysis of European Co-determination phenomena

considers the following points to be of importance:-
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a. employee co-determination practices and legislation are deeply rooted in
a country's history and institutions cannot easily be transported from

one country to another.

b. co-determination laws change with political and economic conditions; a
Socialist government during a period of stagnation, for instance, will
provide an entirely different environment for empioyee - union
participation in economic decision making thaﬁ will a Liberal

Adminstration during an economic expansion phase.

c. there is a difference between employee and union co-determination though

frequently this is not recognised.

Summary

Bernstein (1976) offers a list of six necessary conditions for a democratic
workplace 57. These include the formal structures of partiéipatién and a
participation/democratic consciousness among labour and management, an
economic return to the workers on the surplus they produce, ready access to
management - level informaﬁion, guaranteed individual rights, énd an appeals
procedure to protect workers from possible management reprisals when they
criticize existing procedures or oppose proposed policy changes. Thesé
requirements are met only in West Germany by virtue of the LMRA 1972 and
Co;determination Act 1976. The results of research show a rather limited
effect of participation on organizational democracy. The potential fo: worker
'influence in the running of the enterprises by legally based participation
would not appear, from research, to have been realised. Workers participate

in the execution but not in the setting of organisational policies. Research
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has not however identified what factors individually, or in combination,
hinder or facilitate democracy in the workplace. Research does not specify
whether worker participation leads to more effective organisation in the

longer term.

Further, research findings do not show how extensive the involvement of
workers is even in the execution of company policies. Where participaﬁion is
by representation, the vast majority of the workforce remains outside the
decision making process. Where participation is direct, the workforce appears
to be only marginally involved. As‘a rule, the research describes small
groups of workers usually in larger companies who over time become islolated
in the organisation. When participation structures are diffused throughout
organisation, some workers are more active than others. The evaluation

research is silent on the questions of the extent and depth of participation.

There is a need for research that examines the participation process
itsélf and addresses the relatively simple questions of who participates, how
participation occurs, and what organisationai characteristics faciltate b;
hinder their participation. Such questionsiare being raised by organisational
behaviour researchers on union participation (Gordon et al 1980) 58 and'they

should be raised with respect to organisational participation as well.

The following chapters should help to £ill part of the research void by
providing an empirical insight of the operation of a Works Council in West
Germany; not a controlled experiment based on "story telling" but realistic

views on major and minor iséues; how they were handled by both sides and

written by the former Works Councillor.



(40)
Notes

1. A view also expressed to me in a letter dated 18 November 1983 from John
Bennett, Industrial Relations Librarian, University of Warwick, Coventry,

UK.
2. Balfour C. "Participation on Industry". p3. London 1973.

3.  Atlas Report. "Humanizing Work, Industrial Society's Next Task". June

1976.

4. Prasat S.B. "The Growth of Co-Determination". Business Horizons. April
1977. 1In their work "An overview of Industrial Democracy and Worker
Participation" Foster M, Hilgendorf L., and Irving B., (The Hﬁman
Resources Centre, Tavistock Igstitute of Human Relations London) in

October 1970 describe all theories and schemes existing at that time.

5. Skard O. "Democracy and the Individual, some reflections on the Process
of Democratisation in Working Life'" Norwegian Employers Confederation

Oslo. 1977.

6. Similar ideas were expressed by Finn Olav Gundelach, member of the
European Cbmmission, in a lecture in Frankfurt/Main, on October 1, 1975

(mimeographed).

7. Hespe and Wall," Demand for Employee Participation, "published in Human
Relations, A Journal of Studies toward the Integration of Social

Sciences, Volume 29, 5 May 1976, page 426.



8.

10.

11.

12.

13.

(41)

An interesting theory was published in 1962 by Th.Ramm, who is of the
opinion that a leading idea of legislation on works councils is the
principle of protection. He explains the necessity to protect the
individual worker from 'the de facto superiority of power in society of
the employer'. The works councils protect the workers from arbitrary
actions of employers. This is of course different from the concept of
democracy within the enterprise through the institution of work councils.
But since the time of this pub;cation, the concept and the influence of
works councils have substantially changed. (Th. Ramm, "Works Couﬁcils in
the Member States of the European Economic Community," Internatiénal and

Comparative Law Quarterly, Supplementary Publication No. 5 (1962), London

page 39).

G.Strauss and E.Rosenstein," Workers Pafticipation: A Critical View,
Industrial Relations,” A Journal of Economy and Society, Vol. 9, No 2,

1970, page 203.

J.Schweigle," Forms of Participation in Management, "Industrial

Relations, Vol. 9 No. 2, February 1970.

J.Schregle "Workers Participation in Decisions within Undertakings,"

International Labour Review, Vol 113, Number 1, January - February 1976.

Prospects for Labour/Management Co-Operation in the Enterprise, "OECD

Publications, Paris 1974, page 48-49.

Klein. A. "Co-determination and the Law governing Works Councils and

Staff Representation." Bundesministerium Fuer Arbeit Und Sozialordnung.

Bonn. 1963.



14,

15.

16.

17.

18.

19.

20.

21.

(42)

Beinhauer. H. "German Works Council Act 1972." Commerce Clearing House.

New York. 1972.

C.B.I. "Industrial Relations and Working Conditions in the EEC: Germany."

London. 1973.

Roberts I.L. "Works Constitution Acts and Industrial Relations in West
Germany: Implications for the United Kingdom." British Journal of

Industrial Relations. London. 1973.

N.E.D.O. "Chemicals Manpower in Europe: Report of a Comparative Study of
Industrial Relations Manpower Productivity in the UK, France, Germany and

Holland." HMSO. London 1973.

ILO. "Workers Parﬁicipation in Management in the Federal Republic of

Germany." Management and Productivity. Geneva. 1973.

Albeda. W. "Participation in Managemént. Industrial Democracy in Three
West European Countries; Report of a Conference by the Industrial
Relations Research Associations of Bélgium, Germany and the Netherlands.f

University Press. ‘Rotterdam. 1972.

Jones D.D. "Co-determination and Worker Participation; Two Tier Boards
and Industrial Relations." Industrial and Commercial Training.

Guilsborough. 1973.

Blanpain.R. "Influence of Labour on Management Decision Making: A

Comparative Legal Survey." Industrial Law Journal. London. 1974.




22.

23.

24,

25.

26.

27.

28.

29.

30.

(43)

Ramm. T. "Co-determination and the German Works Constitution Act of

1972." Industrial Law Journal. London. 1974.

Szakats. A. "Workers' Participation in Management: The German

Experience." Journal of Industrial Relations. Sydney. 1974.

Wilpert. B.'"Research on Industrial Democracy: The German Case."

Industrial Relations Journal. London. 1975.

Industrial and Commercial Training Periodical. "Worker participation. A
Progress Report: The Latest Position in West Germany." Industrial and

Commercial Training. Guilsborough. 1976.

Adams R.J. "Workers' Participation in management in West Germany; Impact
on the Worker, The Enterprise and The Trade Union.'" Industrial Relatioms

Journal. London. 1977.

Connaghan. C."Co-determination: A Partial Answer to Good Labour

Relations." Labour Gazette. Ottawa. 1976.

Vollmer R.J. "Industrial Democracy West German Style." Labour Gazette.

Ottawa. 1976.

Viramani B.R. "Worker Participation in Management: Some Experiences and

Lessons." MacMillan. New Delhi. 1978.

Hoffman D."German Co-determination Act 1976 (Mitbestimmungsgesetz 1976)."

Deventer. Kluwer. 1976,



31.

32.

33.

340

35.

36.

37.

(44) -

Endruweit G. "New Forms of Work Organisation: The Viewpoint of Employers'
Associations and Unions; The Case of the Federal Republic of Germany."

Labour and Society. Geneva. 1978.

Blampain R."Relations between Management of Transnational Enterprises and
Employee Representatives in certain Countries of the European Community:

A Pilot Study." I.I.L.S. Geneva. 1978.

Hartmann H. "Works Councils and the Iron Law of Oligarchy." British

Journal of Industrial Relations. London. 1979.

German Information Centre. "Co~determination: Worker Participation in

German Industry." New York. 1977.

Archer K., Matschke R.B., Schobel P., "Industrial Democracy: Ways forward

in Britain and West Germany." Anglo German Foundation. London 1978.

Koch K. "Trade Union Workshop Representatives (Gewerkschaftliche
Vertrauensleute) in the Federal Republic of German: An Empirical study
and a Comparison with Shop Stewards in Great Britain." Anglo German

Foundation. London 1979.

Jacobs E., Orwell S., Paterson. P., Weltz F., "Approach to Industrial
change in Britain and West Germany; A Comparative Study of Workplace
Industrial Relations and Manpower Policies in British and West German

Enterprises." Anglo German Foundation. London. 1978.



38.

39.

40.

41.

42.

43‘

44,

45.

46,

(45)

Industrial Democracy in Europe International Research Group. "European
Industrial Relatioms." Clarendon Press. Oxford. 1981. and Glaser E.M.

"Productivity Gains Through Worklife Improvements." Harcourt. New York.

1976.

Hartmann H.'"Co-determinatiom in West Germany" Vol. 9 Industrial

Relations. pp 137-147. New York. 1970.

Emery F.G. "Industrial Democracy in Norway." Vol. 9 Industrial Relatioms.

pp 187-196. New York.1970.

Bertsch G.K. "Participation and Influence in Yugoslav Self-Management.' -

Vol 18. Industrial Relations. pp 322-329., New York. 1979.

Rus. V. "Influence Structure in Yugoslav Enterprise.” Vo. 9 Industrial

Relations pp 148-160. New York. 1970

Rosenstein E. and Strauss G. "Workers Participation: A Critical View."

Vol. 9 Industrial Relations. pp 197-214. New York. 1970.

Nightingale D.V. "The Formally Participative Organisation" Vol. 18

Industrial Relations, pp 310-321. New York. 1979.

DIO. "Participative Decision - Making Comparative Study" Vol. 18

Industrial Relations. pp 295-309. New York., 1979.

Engleman S.R. and Thomson A.W.J. "Experience under the British Industrial

Relations Act" Vol. 13 Industrial Relatioms. pp 130-155. New York 1974,



47.

48.

49.

50.

51.

52.

53.

54.

(46)

Furstenberg. F."Workers‘Participation in Management in the Federal

Republic of Germany." I.I.L.S. Geneva. 1978.

Kolvenbach. W."Employee Councils in European Companies.' Kluwer.

Deventer. 1978.

Macbeath. L. "The European Approach to Worker-Management Relationships."

British North American Committee. London. 1973.

Schlotfield. W."Co-determination in Germany." The Personnel

Administrator. London 1976.

Millar.J. "British Management versus German Management" Saxon House.

Farnborough. 1979.

For example see Fox. A. "Industrial Democracy: Intermational Views." SSRC
Report. London. 1977. and Kendal. W. "The Labour Movement in Europe."

Allen Lane. London. 1975.

A common argument against the transfer of industrial relaﬁions systems
from one country to another is often that of cultural differences. See
however Williams. I. "Toshiba's British Switch." Management to-day.
March 1984, for an astonishing example of how a Japanese Company has
taken over a British factory (in Plymouth) and successfully transferred

Japénese industrial relations methods.

Cullingford E.C.M. "Trade Unions in West Germany." Wilton House. London.

1976.




55.

560

57.

58.

(47)

ILO. "Workers' Participation in Decisions Withing Undertakings." ILO.

Geneva. 1981.

Thimm. A.L. "The False Promise of Co~determination.' Lexington. Toronto.

1980.

Bernstein.P. "Workplace Democratisation: Its Internal Dynamics." Kent

State University Press. Ohio.. 1976.

Gordon M.E., Philpot J.W., Burt R.E., Thompson C.A., and Spiller W.E.
"Committment to the Union: Development of a Measure and an Examination of
its Correlates." Vol. 65 Journal of Applied Psychology. pp 479-499. New

York. 1980.



(48)

Chapter 3

The Company and the Works Council in General

The Company

The Company is a tri-national European industrial organisation
registered in Southern Bavaria on 26th March 1969, to design, develop and
produce a military aircraft for service from the late seventies with the Air

Forces of UK, Federal Republic of Germany and Italy, and the German Navy.

The three parent Companies of the organisation were located in UK, FRG

and Italy.

A UK-based engine consortium was building the turbofan to power the
aircraft and was responsible contractually to the tri-national organisation

located in Southern Bavaria.

The initial production requirement was for 807 aircraft. Nine prototypes
were being built - four in the UK, three in Germany and two in Italy. The
flight test programme was being monitored and co-ordinated by.the Southern

Bavaria organisation.

The Division of work was arranged such that the Italian parent Company
had designed and was building the'wings, the British parent Company the nose
fuselage and cockpits, rear fuselage and tail unit, and the German parent
Company the centre fuselage and wing pivot. Aircraft were assembled in all
three countries according to nationai requirements. More than 200
sub-contractors in three parent cbuntries were working on components,

equipment and materials for the aircraft. Those sub-contractors had, in turn,
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sub-contracted work to some 300 other companies, the majority of which were in

UK, Germany and Italy.

Parallel with aircraft development, sub-systems were procured through a
framework of special equipment selection procedures agreed by the Customers
and the Southern Bavaria Company. Aircraft equipment was procured under the
Company's control by the parent companies; those measures ensured that the
Customers and industry operated a central selection systems of suppliers.
Equipment selection was divided into four categories: first, Customer
furnished equipment e.é. Weapons; second, jointly selected equipment in which
the Company analysed competitive tenders and made recommendations which were
considered by the Customers; third, in cases where the Customers had elected
not to make a selection, the Company was free to make its own; fourth,

equipment for which the Company was responsible.

As stated earlier, the Company was first registered in 1969 and
established in Southern Bavaria; whilst being a West German limited company
organisation, the employée population was intended to reflect the shareholding
" of the three parent companies located in.the United Kingdom, Italy and West
Germany respectively. The employees were initially assigned from the parent
companies prior to additional recruitment from the international and local
labour markets. The manpower planning target was threé hundred employees by
the mid~1970s, stabilising at that level until the mid-lQSOs; The Personnel
function was to be staffed purely by West Germans despite the probable mix of

nationalities to be employed.

Manpower figures in three year phases were planned and achieved as

follows:



(50)

1969 to 1972 1 to 150

1972 to 1975 - 151 to 300
1975 to 1975 - 300 per annum average
1975 to 1978 -~ 300 per annum average
1978 to 1981 ~ 300 per annum average
(Actual July 1980, 317 employees)

1981 to 1984

350 per annum average

1984 to 1987 ~ Gradual reduction by natural wastage to 250

1

No data available post-1987

The Company's primary business objective was the project management of a
tri-national high technologyAmiiitary aircraft; the employees were 957 white
collar and 5% blue collar. Unionisation of the white collar employees was 87
and the blue collar were 907 unionised; the Company therefore saw no necessity
‘to become members of the employers federation (BDA). The federation had a
national agreement with the giant I.G. Metall (IGM) trade union; federation
members implemented collective bargaining agreements in full, but non-members,
or those having observer‘sta;us, tended to implement circa 907 of such
agreements. For example a federation pay award of 5% would be 4.5% for non
federation meﬁbers. It should be noted that Company employees were split 807
male and 20Z female. The project management function governed production,
design and modification of the aircraft which took place in each of the
partnef enterprise Companies. Interface with the Customer was the prime

central role within the project management function.

As the Company grew towards its.manpower targets, there was some
entrenchment of national attitudes, particularly between the non-West German

assignees and those recruited from the international and local labour markets;
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Southern Bavaria itself was not hostile to foreigners but had a tradition,

custom and a language dialect that even non-Bavarian West Germans had

difficulty in understanding.

Each year the Company informed all employees of its objectives for the
following year using the oppoftunity presented by the general assemblies
called by the Works Council., The approximate time centre of this study was
December 1980, thus making the Company's 1981 general objectives an
appropriate matter for summarising as below from the Autumn 1980 general

assembly statement by the Company.

Basic development of the aircraft was largely complete although
development flying and supporting engineering work would continue for quite
some time. The initial clearance of the aircraft for use was issued in June
1980. Continuing development, -as well as modifications énd 'Post Design

Tasks', were envisaged.-

The production programme made very good progress during 1980. By the end
of the year 17 aircraft had been delivered. Detail parts manufacture and |
structural assembly had reached the planned maximum rates and the front
fuselage, as the pacing component of the programme;'was brought forward by

several weeksvagainst an already very challenging build schedule.

Initial experience with the aircraft during Instructor Aircraft Training
and at.the Aircraft Tri-national Training Establishment was very good.
However, progress in the supply of Spares, which would determine maintenance
and overhapl timescales in the near future, had been far from satisfactory and

continued to require attention.
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Since the aircraft programme represented a significant part of the
overall Defence Budget of Germany, Italy and United Kingdom over the next
years, it was expected that it would have to undergo very critical programme

reviews, particularly with regard'to funding.
The following particular objectives were highlighted:-

(1) The impetus of the Production Programme must be maintained in line
with the planned aircraft delivery schedule. This required
dedicated efforts in particular, from the Production aﬁd Procurement
areas, but all other areés needed to acknowledge this goal in their

activities as well as provide all support required.

(2) Good serviceability of the aircraft must be demonstrated.
Therefore, the basic supply of spares must be substantially

improved.

(3) In the Eﬁgineering area” the Company must achieve the gradual
fiﬁalisation and completibn of the basic development in order to
demonstrate efficient industrial programme control. At the same
time, the Company must process the increasing load of modifigations

more efficiently.

(4) In order to safeguard the aircraft's efficiency in future years and
to expand the range of applications with the present customers, the
company must firmly establish the technical growth potential of the
system and. initiate customer-supported work to prepare for the

development of further variants of the aircraft.
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(5) With the aircraft being introduced into service, the Company must
establish it as a leading candidate for procurement programmes in

‘the forthcoming years on a defined export market.

(6) Internally, the Company must implement the already initiated
co-ordination and integration of data handling by means of concerted

efforts between all functional areas concerned.

Through efficient performance of all tasks, the Company must present
itself to Customers as the most attractive contractor for all up-coming tasks.
International collaboration must be demonstrated as being the preferable
alternative to choose. Obvious problems and difficulties of such
collaboration must be kept at a level where they are outweighed by the actual
benefits. Once that was achieved, éhe Company had an excellent chance to be
requested to carry out additional work as had happened already in the pasﬁ
with development of the aircraft, procurement of engines for the series
programme, and the substantial support efforts for In-Service use. It was the
Company's aim to remain active in managing series production, enhanced
development and logistic support well through the nineties and, by qualifying
for the management of a future Europeén aircraft programme, to provide

indefinite future prospects for the Company.

The Company was the Weapon System Contractor for the aircraft and, as
such, had to prepare and arrange the timely supply of aircraft to the

Customers participating in the programme and its proper support.

-



(54)

The Company, being answerable for entire contracts, needed to exercise,
in all areas contributing to the implementation of contracts, a management
overview. In particular, the responsiblity for formal commercial contacts

with the Customer and for marketing the product outside the three

participating Natioms.

In order to comply with its task, the Company must continue to organise
its affairs such that efficient management4for a complex programme in an |
environment of international collaboration was provided. . This required
maintaining a determined ordering and monitoring function versus its suppliers

and sub~contractors.

Special effort must be undertaken to integrate the'possibly diverging
interests and aims of all of the many participants in the programme to enable
progress towards jointly acceptéd targets. Particularly in relétion to its
parent Companies, the Company's staff acted as the joint organisation of an
industrial consortium rather than as the prime contractor vis—-a-vis its
sub=contractors. That situation was reflected by the very close
inter-relationship between parent Company representatives and staff on the

various levels.

The composition of the Company's staff'reflecte& the éo—operation of
three Customers and parent shareholder Compaﬁiés in the aircraft programme; it
was the Company's objective to provide a framework for harmonioué and,
therefore, successful working relationships between the staff with the

different backgrounds essential for co-ordinating an international project.
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The Company pursed a tightly controlled staffing policy to allow its

manning to remain concentrated and flexible and to provide job security.

The Company had adopted a policy of supporting'ﬁherever possible within
its scope of activity, the development of professional and management
capabilities of its in-house staff. For all vacancies in management

positions, the potential of in-house staff would be considered.
~ end of general objectives summary.-

The organisa;ional structure of the Company was nine separate
Directorates. Each Directorate was headed by a Functional Director,
~responsible diréctly to the Managing Director, a Deputy Functional Director, a
Head of Department and, depending upon the éize of the Directorate, two

Section Leaders each with staff reporting to them.

The 1981 main objectives of each Directorate are also summarised below
from the Autumn 1980 general assembly presentation given by the Managing

Director:-

FLIGHT OPERATIONS (British Director, German Deputy)

The primary objective was to ¢omplete flying and reporting which would
allow the best possible standard of aircraft delivered in the declared
timescales. This was not wholly in the Company's hands since recommendations
for clearance to the Services ultimately emanated from them, however, Flight
Operations needed to ensure that all possible measures were taken to enable

the Services to complete their task.
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PROCUREMENT (British Director, German Deputy)

Procurement would, through the provisions of the arrangements with the
parent Companies, continue to co-ordinate and monitor the activities of these

Companies for purchases of aircraft equipment.

The availability of equipment to the series production build line must be
assured as a first priority. Special attention was needed to the reliability
of equipments, particularly in the aircraft final assembly stage, where
experience to-date had indicated a high level of defects. 1In that context the
combined efforts of System Engineering, Quality Assurance and Procurement
would ensure that appropriate action was taken with those Suppliers whose
equipment fell short of acceptable reliability levels. Careful attention to
configuration standard of equipment would also be necessary to ensure

equipment standard was compatible with aircraft needs.

FINANCE AND CONTRACTS (German Director, British Deputy)

Finance and Contracts would maintain its overview of the commercial
aspects of the programme, in particular by maintaining contractual cover for

all areas of work and passing this on as required to sub-contractors/suppliers.

PROGRAMME MANAGEMENT (British Director, German Deputy)

Programme Management would continue to provide functional expertise and
fulfil the Company's responsiblities in the areas of configuration management,
work definition, central planning, and central document control, as well as to

support the Managing Director's office in a staff functiom.
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PRODUCTION (Italian Director, German Deputy)
Production would maintain its overview and direction of aircraft assembly
carried out at the parent Companies; in particular, the Directorate was to

improve communications between the parent Companies to ensure expertise was

shared and duplication of effort avoided.

PRODUCTION SUPPORT (German Director, British Deputy)

The Directorates activities centred upon eliminating short falls in
achieving a satisfactory level of support in terms of spares, ground
equipment, technical publications, and training for each of the Company's
Customers; in addition, the levels of support were to be placed on a proper

contractual basis at an early date.
MARKETING (German Director, British Deputy)
Planning specific market compaigns in those areas where sales

opportunities had been identified; organise and co-ordinate the necessary

activities for sale of the aircraft to other European Customers on behalf of

the parent Companies.

SYSTEMS ENGINEERING (British Director, Italian Deputy)

Were to continue to co-~ordinate and manage progress with the development,
production investment and aircraft production programme, with particular

reference to: design improvements and appropriate modifications.

-end of the main objectives of each Directorate-
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The natiénality of the Functional Director and his Deputy was allocated
by the parent Companies and did not change throughout the life of the aircraft
project; similarly, the Managing Director was German and his Deputy, British.
The Managing Director was a full member of the Board of four; the other three

Directors were the Chairman of the respective parent Companies.

Below the level of Deputy Functional Director, no specific allocations
were made by the parent Companies but theapproximate nationality, parent Company

assigned and labour market employees was:-

467 parent Company, 547 labour mafket.

Of the parent Company employees 507 are British,
427 German and 87 Italian.

Of the labour market employees 337 are British,
64% German, 4% Italian and 17 other nationalities

(Dutch and American).

(Percentages calculated on July 1980 status which was representative of

the normal situation within the Company at the time of the study.)

The nature of employee's employment Contracts caused allegations of
discrimination; details of the Contracts and the issue of discrimination are

identified in chapter 4.

The Company's comparative place in the industrial structure was unique
only in the respect of its business. Hitherto, such aerospace projects had
been on a two-party share basis, e.g. Anglo French or French German. The
Company bore some similarity to the two party form; it was established to

manage a specific long-term project while the other projects were initially
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managed by assigned parent Company employees prior to recruitment on the
international and local labour markets; similarly, the Companies were located
in major European cities. Equally, the Company's Personnel staff were
nationals of the locations site. All West German Companies employing more

than 20 employees were required to have a Works Council..

The Works Council
A Works Council was first established in February 1971 under the L.M.R.A.

legislation of 1952 consisting of five members, all of whom were German,

three of them were women.

Subsequent Works Councils were formed under the 1972 legislation and were

made up as shown below:-

May 1972 - five members; all German.
Two of whom were women.
May 1974 - seven members; five German, two British.

Two members were women.

April 1978 - seven members; five German, two British.
All male.
Nov 1979 - seven members; three Germans, four British.

One member was a woman.

April l981> - seven members; four Germans, two British
and one American.
Two members were women.

Dec 1982 - seven members; five Germans, two British.

Three members were women.
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Membership was determined by Article 9 of the 1972 legislation:-

Number of Eligible Voters Works Council Members
5 to 20 1
21 to 50 v | 3
51 to 150 . 5
151 t