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ABSTRACT

The employment security and flexibility agreements reached in Vauxhall are of particular interest for a number of

reasons. Firstly, having been introduced in the late 1980s, they represent one of the longest standing UK examples of an

approach that links employment security to changes in pay and working practices. Secondly, the agreements have

successfully withstood a critical testing time and were reformulated in 1998. Thirdly, there is an explicit European

dimension both in terms of context and content. The 1998 renewal was triggered by the conclusion of similar agreements

in sister companies in other EU Member States, while pay was linked to the sterling/euro exchange rate as part of the

deal. 

INTRODUCTION

Vauxhall is the UK subsidiary of General Motors (GM), the world’s biggest car company. Since 1987 it has been closely

integrated into General Motors Europe. Following the closure of the Bedford Trucks plant at Dunstable in 1986, the

company has operated from two factories based at Ellesmere Port in the North West of England, and at Luton, north of

London. Approximately 4,200 are employed at Luton, producing around 160,000 Vauxhall Vectras and their equivalents

under the Opel or Holden brand for export. Similarly, around 5,200 workers are employed at the Ellesmere Port site,

producing around 125,000 of the smaller Astra cars and vans per year. The Ellesmere Port site also manufactures other

parts and components for GM, and houses a separate engine plant which is the sole source for GM’s six cylinder engine.

In addition, there is a large distribution centre based near Luton which employs 700 people, and a further 600 people are

employed at the company headquarters adjoining the Luton plant.

The hourly paid manual workers at both the manufacturing sites are organised by the Transport and General Workers

Union (TGWU) and the Amalgamated Engineering and Electrical Union (AEEU). The union presence in both plants is

around 60% TGWU and 40% AEEU. In addition, the salaried clerical, technical and managerial staff are represented by

the Manufacturing, Science and Finance (MSF) union, which has about 1000 members from a possible 1600 staff.

BACKGROUND TO AGREEMENTS

Overcapacity in the European car industry is acute, with estimates placing it at up to 30% (European Commission, 1997).

It is also a highly competitive marketplace, with Japanese and Korean carmakers joining established GM competitors

such as VW and Ford. The parent company has long been concerned, therefore, to rationalise capacity and improve

labour productivity in its European operations.

An additional pressure for Vauxhall in recent years has been sterling’s continued relative strength, which has added to

the perception of the UK as a high cost country. It was widely reported that the Vectra model was up to 30% more

expensive to produce at Luton than in Germany as a result of productivity differences and movements in the exchange

rate. The exchange rate has become increasingly important because Vauxhall’s exports have grown in the 1990s. Over

half of all output is now exported. Concerns over the exchange rate were also heightened by the ambivalence of the UK

government over economic and monetary union (EMU). 
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The negotiation of flexibility agreements in early 1998 at the GM subsidiaries Opel in Belgium and Adam Opel in

Germany signalled that any rationalisation would likely concentrate GM’s operations on the continent. Managers and

employees were also aware that the lower levels of legal and social protection in the UK would make it relatively easier

and less expensive to implement redundancies at Vauxhall. Recent threats to major long established UK plants in other

companies (such as Ford Halewood and Rover Longbridge), and in other countries (particularly the closure of Renault’s

Vilvoorde plant), were also relevant.

Of the two plants, Luton was most at risk. In 1997 Vauxhall completed a £300 million investment in Ellesmere Port for

the new Astra, which was expected to remain in production for at least 6 years. This followed a £200 million investment

in the engine plant in 1992/93. Although the company had also invested £160 million to modernise the Luton plant

before production of the Vectra in 1995, this was not enough to guarantee production of its successor model from around

the year 2001-2003. It remained an old plant, with the disadvantage of having to operate on four separate floors. And,

unlike the northern factory, it was also not in a region which qualified for government investment grants. 

The decision on location for the successor to the Vectra was expected in the Spring of 1998. By the new year, GM had

already made certain commitments to Belgium and Germany but remained silent about the future of Luton. In fact, even

with any replacement model, union leaders feared that Luton could remain vulnerable to closure in the longer term, and

Vauxhall executives had been pressing GM to make Luton an additional site for the next generation Corsa, at the time

built in Spain and Germany. However, in January 1998, GM announced that in the context of an expected downturn in

European demand there were no immediate plans to add the Corsa model to the Vectra at Luton. Taken together with the

agreements in the Opel plants, it appeared there was no guarantee that Vauxhall cars would always be manufactured in

the UK.

The motor industry context for the 1980s and 1990s was therefore one of more intense competition, increasingly ‘lean’

production, falling employee numbers, and a requirement for much more flexibility from remaining employees.

However, this implied a change of attitudes on the part of both management and workers. For management, a focus on

quality, not just cost, was increasingly important. There was a recognition that a new set of relationships was necessary

to get the best out of the core, slimmed down workforce. Both the management and the union representatives consulted

in the research broadly characterised industrial relations in Vauxhall as moving over the years from a position of mutual

opposition to a relationship of pragmatic scepticism to one where both parties contributed to shaping the agenda. Job

security (and job satisfaction) became more of an issue for unions, and labour flexibility more important for

management. By the late 1990s the word ‘partnership’ was being used by both management and unions to describe the

process and purpose of industrial relations in the company. 

RATIONALES OF THE PARTIES

For the unions in particular, a key element of successful partnership relations involved a commitment to employment

security. In fact, the process of negotiating employment guarantees in return for productivity enhancing change had been

Pacts for employment and competitiveness: case studies
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happening for the previous 10 years. Following the closure of the trucks plant, an agreement was reached in which the

unions pledged to support the principle of continuous improvement in return for a company guarantee of no enforced

redundancies, exceptional business circumstances apart (see below). The real test of this agreement eventually came in

early 1998 when the unions feared that internal GM competition for investment and production of new models would

lead to major job losses in the UK.

As in 1988, the general rationale of the 1998 negotiations was to find an agreement which would boost the efficiency,

cost base and hence competitiveness of the company, in order to maintain investment and employment. However the

more pressing rationale for both management and the unions in 1998 was to reach a convincing agreement which would

secure the future of the Luton plant.

PROCESS

1988 process

The Wages and Conditions Agreement 1989-91, which was reached in the light of the closure of the trucks plant and the

integration of Vauxhall into GM Europe, established for the first time the principle of employment security in return for

an ongoing commitment to flexibility. It also marked a new point of departure in terms of changing attitudes and

approaches to industrial relations. Attached to the settlement was a document (‘Meeting the Challenge’) which set out

the principles of continuous improvement to supersede the procedures laid down in the document ‘We Sell Our Time’

established in 1956. Flexibility, in terms of industrial relations as well as production methods, was the objective of the

new approach. In particular, the formation of joint problem solving committees to examine ways of improving efficiency

was seen as important in helping to reshape relations between management and local union representatives in the plants. 

The new approach was necessarily underpinned by a commitment to employment. A greater degree of job security was

stated as the first reward for accepting the package, ahead of financial and other benefits. More importantly, for the first

time, it was also specifically stated that ‘The Company commits that there will be no enforced redundancies arising from

the implementation of this Principle.’ Given that the ‘Principle’ referred to ‘Continuous Improvement’, the statement was

an implicitly open-ended guarantee. 

A number of productivity changes were made as a consequence over the years, facilitated by the commitment to no

enforced redundancies. An improvement in industrial relations was also indicated by the absence of significant conflict

since the conclusion of the agreement, apart from an averted dispute over the company’s pay proposals in 1995.

1997-98 process

A new pay negotiation round was due in late 1998, once the then latest 3-year agreement had run its course. However,

prior to these negotiations, a major flexibility agreement was negotiated at the Luton plant in late 1997, to enable a move

to a three shift system, a flexible ‘working time corridor’, and the use of temporary workers. This was negotiated in
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advance of an anticipated investment in the plant to build the new Corsa model. The agreement restated the link between

flexibility and employment security, both in general and specific terms: 

The purpose of the Agreement is to improve the long term viability of the Plant by the introduction of flexible working

time, strengthening job security, and providing the opportunity for additional employment by making permanent all

current temporary employees and the addition of a dedicated night shift... 

During the period prior to the introduction of the additional car line, when job security is at greatest risk, the Company

commits that there will be no redundancies at the Luton Plant, except those of a voluntary nature which may include

early retirement, and be introduced by the Company from time to time. This is in line with the purpose of the agreement,

which is to provide a mechanism for fluctuating employees hours rather than the number of employees...  

On the basis of this agreement on flexible working time, and an agreement on the addition of a dedicated nightshift, the

Company and the Trade Unions believe that the future employment of current permanent and temporary employees are

secured for the foreseeable future.

Implementation of the Agreement was conditional on additional investment for the new Corsa, but as indicated earlier,

a decision was made within GM Europe not to proceed with an additional production line at that stage. This

announcement was made in the new year of 1998 and came as a shock to the unions. The uncertainty that it introduced

was immediately compounded by the announcement of the German and Belgian flexibility agreements. This quickly

moved the situation from one of bitter disappointment at the failure to capture the additional investment, to a genuine

fear that GM was considering in its review of the Vectra replacement model a two plant rather than three plant strategy,

cutting the Luton plant entirely out of its plans. 

The unions were ‘absolutely convinced and in no doubt’ that the risk to Luton was very real. It was also felt that since

Vauxhall UK was an integrated operation, any closure would also place a question mark over the long-term future of the

company’s other operations. So in early 1998, the issue for both management and unions was ‘a shared agenda’ of

securing the long-term viability of the company, on which employment security was based.

The wage negotiations which were due in the Autumn of 1998 were brought forward and combined with a focus on plant

productivity. Following the first in a series of informal discussions with the union General Secretaries and National

Officers in mid-February, the negotiation process began in earnest with a formal meeting on the 9th March. A deadline

was set to complete negotiations by mid-April, in order to fit into wider decision-making schedules within GM Europe.

The timetable for meetings was therefore very compressed,especially given the serious nature of the issues. Nine days of

major meetings were scheduled over a possible 19 working days, compared to over 3 months of negotiation which would

otherwise have been expected for the new pay settlement. The actual timetable of negotiations is set out in Table 1.

Pacts for employment and competitiveness: case studies
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SCHEDULE OF FORMAL NEGOTIATIONS   Table 1

Key: (S)JNC - (Staff) Joint Negotiating Committee

The negotiations were conducted with an implicit threat to jobs. In the company’s ‘Update’, issued to all employees on

23 March, it was stressed that ‘this agreement is a prerequisite to obtaining the Vectra replacement investment and with

it a secure future for the Luton Plant. It is also needed to obtain commitment (by GM) to keep the current Astra at

Ellesmere Port and put us in a strong position to secure the investment for its replacement’. However, the commitment

to the employment guarantee was reconfirmed when it was stipulated that in accepting the long-term productivity

improvements, ‘any consequent reduction in employment levels will be achieved on a voluntary basis’. A few days later,

the company also pledged that a successful agreement would mean ‘no compulsory redundancies, exceptional business

circumstances apart’ (Update No. 2, 30 March 1998). Specific reassurances were also given in respect of outsourcing,

where ‘any reduction in employment levels will be achieved purely on a voluntary basis’.

At the 1 April meeting, the Managing Director was able to provide an additional assurance that on the basis that an

acceptable agreement was reached, the replacement to the Astra would be sourced, at a similar level of capacity, at the

Ellesmere Port Plant from around 2004 to 2010. This was designed to give the workers at Ellesmere Port a direct interest

in a successful outcome to the negotiations. It was also important for management to lever the flexibility agreement

secured a few months earlier at Luton into the other plant, as well as to reconfirm the 1997 Luton deal in the absence of

the additional model.

Potential obstacles in negotiations

The seriousness of the negotiations was symbolised by the Managing Director, Nick Reilly, taking the chair rather than

the personnel director, as was normally the case. Each party essentially recognised the reality of each other’s position,

so no major barriers, as such, were reported. Management and unions alike were concerned with reaching an agreement

which would satisfy GM and be acceptable to the workforce. Both sides said that safeguarding jobs ‘drove everything’,

and that negotiations were ‘businesslike’, ‘focused’ and conducted through ‘mature discussions’. The deadline of 21

April also helped concentrate minds.

However, there were a number of issues which had to be worked through. At first the union national officers tried to tie

in guarantees relating to the Corsa, but it was soon realised that this was not practical. The main potential sticking points

came down to management’s proposals concerning the level of the pay award; the requirement for overtime working;

outsourcing; and lower new starter pay and benefits.

© European Foundation for the Improvement of Living and Working Conditions, 2002
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Pay - As a major factor in costs this was an important focus for management who originally proposed a 2.5% increase

in year one, followed by two equal to inflation (RPI). Union negotiators believed that this would be unacceptable to their

members in the light of other industry settlements, especially as the agreement was for 3 years and involved major

productivity concessions. The award was therefore increased and a novel exchange rate related bonus introduced for year

three (see below). In addition, as a demonstration of his seriousness and commitment to a positive outcome, Mr Reilly

volunteered to forego his salary in the coming year as a ‘gesture of goodwill’ during the negotiations and other directors

had their pay reduced by 5%.

Overtime - Management’s original proposal for up to one hour ‘catch up’ overtime at the end of the second shift had

been a longstanding aim of Luton plant management since the introduction of ‘just in time’ production, but was seen by

the unions as definitely unacceptable to members. Recognising that this was not of crucial importance in the wider

scheme of things, the proposal was dropped.

Outsourcing - provision for ‘outsourcing’ company work was agreed. The reassurance of employment security was very

important here.

New starter rate - management saw this as important since the company expected to recruit substantial numbers to an

additional third shift at Ellesmere Port. Conceding the principle was a notable concession from the unions, and was

driven by comparisons with the terms of the agreement in Germany. However the unions also saw it as vitally important

to avoid a ‘two tier’ workforce emerging, and they succeeded in having provision for equalisation of the rates over time.

They were also able to ensure that pay equalisation was achieved over the course of the 3-year agreement and not, as

management preferred it, over a 5-year period.

Acceptance

In the fourth and final Update communication to employees, dated 21 April 1998, the company stressed its employment

commitments, firstly in terms of maintaining production of the current and replacement models at both plants, and

secondly in terms of safeguards around any resulting productivity improvements. It stated that ‘exceptional business

circumstances apart, there will be no compulsory redundancies arising from introduction of the changes associated with

this agreement... any separations or early retirements needed to facilitate achieving these (long term productivity)

improvements will be on a voluntary basis’ (company emphasis). Within 2 days, staff and shop-floor workers at both

plants had voted for acceptance by large majorities.

Pacts for employment and competitiveness: case studies
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CONTENT OF THE AGREEMENT

PRINCIPAL TERMS OF THE EMPLOYMENT SECURITY AGREEMENT   Table 2

Employment

In return for workforce acceptance of the deal, the company agreed to safeguard production at Luton for at least 10 years

by the introduction of the replacement model of the Vectra around the year 2001. It was also confirmed that the

replacement model of the Astra would be made at Ellesmere Port. In addition, the company agreed that ‘exceptional

business circumstances apart, there will be no compulsory redundancies arising from introduction of the changes

associated with this agreement’. Any redundancies related to changes in work organisation and working time would be

made on a voluntary basis. 

The agreement of the unions at Luton in September 1997 to the use of production workers on temporary contracts (at up

to 10% of relevant employees) was also confirmed and extended, in principle, to Ellesmere Port. In return, the company

agreed to make existing temporary employees permanent. This affected around 400 workers who had been hired on 18-

month contracts since implementation of the 1997 agreement.

The employment of temporary workers on fixed term contracts was not intended to amount to a ‘buffer’ for the core

workforce. The reduction in the number of unskilled jobs and the requirement of flexibility meant that even temporary

staff would receive a heavy training investment (some 445,000 hours of training are provided in the company each year,

an average of 46 per person) and become a part of the mainstream workforce. Should demand for the new models justify

it, after 5 years, the new fixed term contract workers would be taken on indefinitely.

Pay

The pay increases were lower than the industry average of 4.5%. In addition, new production operators would start at

82% of the full rate and have 5 days less annual leave entitlement. However, their basic pay would be set to increase by

© European Foundation for the Improvement of Living and Working Conditions, 2002

Employment * No compulsory redundancies arising from implementation of the agreement 

 * Safeguard Luton jobs by building replacement Vectra 

 * Safeguard Ellesmere Port jobs by building replacement Astra 

Pay * 3-year deal: 3.5% year 1; higher of RPI or 3% year 2; RPI year 3 

 * Exchange rate bonus of 0.5% in year 3 if sterling rate drops relative to euro 

 * Reduced new starter rates, though progression to full rates by three years 

 * Reduction of future productivity payments above current levels 

Working time * Variable ‘hours corridor’ (+ 5 hours per week) 

 * Part-time and temporary employment (up to tenth of relevant workforce) 

 * Facility for working through annual ‘shutdowns’ 

* Commitment to ‘world class standards’ (new ‘lean production’ techniques) Work 
organisation * Facility for outsourcing of contracts 
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6% a year so that they would be on the equivalent full rate at the end of 3 years. Holiday entitlement would also be

increased in order to equalise over a 10-year period. The agreement also reduced the potential growth in productivity

payments, which, at the time, amounted to around £33 per week or just under 10% of weekly basic pay. From August

1998 any additional sum over and above the then current levels would increase at half the previous rate. 

A novel and well publicised element of the pay agreement was a commitment to pay workers an extra 0.5% in year three

if the rate of sterling fell below DM 2.7 for any two consecutive months between 1 July 2000 and 31 August 2001. This

was justified on the basis that allied to the new working practices, such a fall in the value of sterling would sufficiently

narrow the costs differential between the Vauxhall and continental Opel plants to allow extra compensation for the UK

workforce.

Working time flexibility

The agreement reaffirmed the ‘hours corridor’ and other aspects of the Flexibility Agreement negotiated at Luton in

September 1997 and secured a commitment by the unions to negotiate a similar arrangement in the Ellesmere Port plant

by the end of the year, although in the event, the move to three shift working made this unnecessary. The agreement also

allowed for an increased use of part-time workers confined to the After sales site, where they would not be allowed to

exceed 9% of employees.

The other main provision on working time related to the annual shutdown periods, which are normally for a week in

Spring and 3 weeks in Summer. When production demand is high, the company is now entitled to request that employees

voluntarily work a single shift over the Spring week break and/or for one week of the Summer break. This vacation

flexibility, for which workers would receive no enhanced pay but could reschedule the week’s leave, was estimated to

provide a potential extra production of 6,500 units per year.

Work organisation

The adoption of the latest ‘lean manufacturing’ techniques was identified in the agreement as an important part of the

longer term strategy of helping Vauxhall reach ‘world-wide’ competitive levels. This included an acceptance by the

unions of the potential for ‘resourcing’ work which could involve elements of production going to other GM subsidiaries

or even outside of the company altogether. The trade unions’ stated commitment to ‘Achieving ‘World Class’ Standards’

was particularly important for the company, as it secured employee commitment to ongoing change. The definition of

these standards was given as what had been built into the ongoing business plan and targets of the Plant. Accordingly,

the unions in effect ‘confirm their acceptance and active support’ for predetermined productivity levels and the means

to achieve them, through a variety of flexible working practices, ‘in return for commitments given by the Company,

particularly that of no compulsory redundancies’.

Pacts for employment and competitiveness: case studies
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EFFECTS OF AGREEMENT

The principal benefits of the agreement for the company were the early and speedy negotiation of a 3-year pay and

productivity package, which improved the company’s cost position and secured union endorsement of ongoing

productivity changes. For the unions, one of the key effects of the agreement was to safeguard existing jobs for the

foreseeable future. Larry Brooke, national secretary for manufacturing for MSF, viewed the workforce acceptance vote

as ‘very good news. The acceptance of this agreement means that the jobs of Vauxhall employees are safe and that the

future of the production of Vauxhall cars in the UK is assured.’ This was confirmed by the company chairman, who

commented ‘the threat has now been lifted. We can now offer job security for our workforce along with good pay and

conditions’.

Another positive outcome was the successful test of the constructive relationships which had been developed between

unions and management since 1988. According to Mr Bruce Warman, Director of Personnel, ‘this deal had to be done

in an incredibly short space of time, because of decisions being made by General Motors in Zurich. There were intense

discussions about the seriousness of the situation and we were really making decisions on the hoof. There were no glossy

presentations, but the workforce understood why (it was needed) and, at the end of it all, the atmosphere is the best I

have ever known’. 

Some of the more immediate effects of the agreement were seen at the Ellesmere Port plant. Demand for the new Astra

model meant that extra shifts were needed to increase output. A £300-£320 million investment was made to produce the

new model, which would see production increase from 32 cars per hour to a potential 42 cars per hour after the 1998

Summer break. In the meantime, more than 1,500 of the 4,200 workforce volunteered to work a daily shift in the last 7

days of the 3-week closure between July and August for no extra pay, instead taking time off later in the year. The Plant

Director, Mike Chapman, saw this as evidence of employees’ acceptance of flexible working patterns: ‘It’s really good

to see this flexibility. It shows the relationship we have built up with the employees and trade unions and we had no

problems at all in securing enough people to work the unusual shifts’.

A third shift was announced just weeks after the conclusion of the agreements, creating over 1,800 new jobs in

conjunction with additional employees taken onto the second shift. According to Nick Reilly, the jobs were ‘a quick

return’ from the agreement, a view supported by the unions. Doug Collins, AEEU national officer for the motor industry,

commented ‘Vauxhall has shown a commitment to working with unions and is delivering results’. Plant convener Mick

Whitley said ‘the workers here have played a great part in the way the car has been received and the quality of the car.

That has been rewarded with the long-term future of the plant and job security’.

Since the original employment security agreement in 1988, employee numbers have remained fairly stable (see Table 3).

Since its renewal in 1998, the extra shift at Ellesmere Port will increase employee numbers. A growth in productivity is

also illustrated by the figures for production volume. Output grew fairly steadily after the first agreement, until the

impact of recession hit in the early 1990s. The 1998 figure is reduced due to the changeover at Ellesmere Port for the

© European Foundation for the Improvement of Living and Working Conditions, 2002



10

new Astra, and will increase significantly in 1999 and beyond. The repositioning of the long term cost profile at both of

the company’s UK plants contributed to Vauxhall tripling its pre-tax profit in 1998 to £72.6 million, its best performance

for almost a decade.

EMPLOYMENT AND OUTPUT, 1988-1998   Table 3

EVALUATION

The employment security aspect of the agreement negotiated at Vauxhall in 1988 and its successor in 1998, was

fundamental to employee acceptance of ongoing productivity change. The original deal was struck against the backdrop

of a plant closure and closer integration of the company into GM Europe. It was designed not just to reassure the

workforce in a time of change but also to signal a new departure in employee relations. Both the union and management

representatives who were interviewed emphasised the success of the employment agreement in helping to shift attitudes

and relations from an adversarial to a joint problem solving approach. 

The first real test came in 1998 when it seemed that the proviso of ‘exceptional business circumstances’, which had never

been defined, would extend to internal GM decisions about consolidation of productive capacity. The key question had

moved on from there being no enforced redundancies arising from productivity changes to one of saving a whole plant

from possible closure. Both management and unions quickly realised that the original agreement would have to be

refashioned to help secure the future of the company.

The revision of the agreement succeeded in securing employment at both plants for the foreseeable future. Both parties

declared themselves satisfied with the outcome, although the unions were aware that they had in effect committed

themselves to potentially open and varied change in return for the employment guarantee. However, both sides were

keen to point out that the employment guarantee did not just serve an immediate purpose in safeguarding jobs, but was

symbolic of a long-term commitment to build relationships based on good faith and trust. In fact, this was how the

original 1988 agreement was important in the longer term; not just in safeguarding jobs around productivity in the

interim, but by building the necessary bridges to enable a successful renewal of the employment commitment when

circumstances changed.

Pacts for employment and competitiveness: case studies
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Year 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Employees 
(weekly average, 
1000s) 

10.94 11.13 11.27 11.25 11.04 10.55 9.92 9.64 9.65 10.02 9.82 

UK production 
(units, 1000s) 

205.9 237.4 276.0 261.9 301.9 245.3 262.0 242.9 277.9 277.4 260.3 
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