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James Arrowsmith
Questionnaire for EIRO comparative study on industrial relations in the public sector, focusing on the public utilities – Case of UK
1. Industrial relations in public utilities: basic data

NCs should give a general and brief overview of industrial relations in public utilities (local transport, electricity generation and distribution, water distribution, gas distribution, and fixed-network telephony) by providing data and comments, if relevant, on the following points:

	Sector
	Share of public ownership
	No. of employees
	Employers (number of enterprises) (*)
	Number of establishments (‘local units’) (*)
	Trade unions (number) (^)
	Union density (>)

	Local public transport
	None (so far as aware)
	145000 (a)
	1835
	3085
	8
	(37%)

	Electricity generation
	Small: British Nuclear Fuels Limited (six nuclear power stations, last due to close 2010; 1 hydroelectric station)
	68000 (b)
	160
	355
	9
	(53%)

	Electricity distribution
	None
	
	10
	115
	
	

	Water distribution
	None
	38000 (c)
	120
	1065
	5
	

	Gas distribution
	None
	30000 (d)
	55
	390
	4
	

	Fixed-network telephony
	None
	252000 (e)
	5895
	9110
	10
	(37%)


Notes

(a) Scheduled passenger transport other than rail (SIC 60.21), Figure for 2002. Source: Annual Business Inquiry (ABI) 2004, Office for National Statistics (ONS).
(b) Electricity sector data refers to SIC 40.1: production and distribution of electricity. Figure for 2002. Source as for (a).
(c) Collection, purification and distribution of water (SIC 41). Figure for 2002. Source as for (a).

(d) Manufacture of gas; distribution of gaseous fuels through mains (SIC 40.2).  Figure for 1998. Source as for (a).

(e) Data refers to SIC 64.2 Telecommunications. Figure for 2002. Source as for (a).

(*) Source. ONS Oct 2004. UK Business: Activity, Size and Location – 2004. Data for 2004. SIC classifications used are for Electricity generation, 40.11; Electricity distribution, 40.12; Water distribution, 41.00; Gas, 40.21 and 40.22; Public transport, 60.21 (i.e. includes inter-city coach travel, transport by underground and metros); Telecommunications, 64.2. 

(^) Source: Trade Union Congress. Figures refer to number of unions recognised in sectors categorised as: bus, coach and taxi; electricity generation and supply; gas supply and distribution; post and telecommunications. The principal unions are the large general unions Amicus, TGWU, and GMB, a product merger activity amongst the UK unions (uk0410105f); and the largely public sector UNISON, a legacy of pre-privatisation. The Communications Workers’ Union (CWU) is the largest in telecommunications, which is also served by the professional/ managerial union Connect (formerly the Society of Telecommunications Managers).
(>) Source: 2001 LFS. Figures were only forthcoming in the time available for ‘energy and water’ and ‘private sector transport and communications’, and ONS charge a fee for further data analysis. (However data supplied from the CWU suggests that density in BT is around 54%). Note that these are the two highest private sector trade union densities (average for private sector as a whole is 19%). The proportion of employees whose pay is affected by collective agreements is 35.9% in the UK (Labour Force Survey, Autumn 2003). The figure for electricity and gas (SIC 40) is 68.1%; water (SIC 41) 57.6%; land transport (SIC 60) 46.6%; post and telecommunications (SIC 64), 60.1%. Again, more detailed statistics were not forthcoming in the time available.
For public utilities, distinguishing when possible and relevant between the different abovementioned utilities, please indicate:

1. The legal status of employees;
There is no special employment status for employees in these sectors (nor is there for public sector employees).

2. If and when the sectors have been involved in privatisation processes or in the contractualisation of employment relationships (that is the shift from public law employment contracts to private law employment contracts and collective bargaining coverage) since the 1980s and the main impacts of these processes;
British Telecom was privatised in 1985; British Gas in 1986; the National Bus subsidiaries in 1986-8; water in 1989; electricity distribution in 1990; electricity generation in 1991; London Regional Transport in 1994.
3. Possible limitations or peculiarities with respect to the right to association, collective bargaining and strike;

None.

4. The structure of employer representation: are there sectoral employers’ associations? Are there sectoral trade associations? What is the level of affiliation to these associations among firms which operate in public utility sectors?

A search of the 2004 Annual Report of the Certification Officer for Trade Unions and Employers’ Associations found no relevant bodies for telecoms. The Electricity Association was formed in 1992 and has 25 members. It provides member services such as advice on employment law and lobbies for changes, such as to TUPE legislation.
5. The structure of trade union representation, listing the names of the unions which operate in the sectors and their respective representational domain and membership. In particular: is trade union representation fragmented? Are there conflicts or rivalries between the various trade unions?

See (^) above. The main union for white collar staff in the electricity industry is Prospect, with Amicus the main union for industrial grades. Both monitor pay and other developments across the sector through their trade group and sectoral committees. Most companies also retain an April pay review date, facilitating some convergence in pay rates and structures in the sector. Other important unions include UNISON and the Engineers and Managers Association (EMA). Explicit conflict between unions is limited by a de facto (historical) differentiation between activities and occupations within the various sectors.
In telecomms, the CWU has over 70,000 members working in the UK telecommunications sector.  Around three quarters (54,234) are employed in BT with the remainder located in over 30 telecoms companies.

6. The structure of collective bargaining: at what level are collective agreements are concluded? National/sectoral? Decentralised? Both, with different scope? Other?

There is no sectoral bargaining. Most companies use a mix of enterprise (framework) bargaining with local bargaining such as at divisional or profit centre level.

7. The coverage of collective bargaining in terms of companies and employees. Are there non-union firms or cases of opting out from employers’ associations and multi-employer bargaining?

The incidence of collective bargaining remains higher in these sectors than elsewhere in the private sector and is not far from that found in the public sector. This suggests that firms have chosen to restructure through collective agreements rather than large-scale de-recognition of trade unions and unilateral management action.

2. The fixed-network telephony and electricity sectors

NCs should provide a brief account of the present situation of the fixed-network telephony and electricity sectors, distinguishing between electricity generation and distribution whenever relevant, and of any recent changes which have affected them. 

A) Electricity after  privatisation
The electricity industry under state control was organised around a single generating company, the Central Electricity Generating Board (CEGB), and twelve Area Boards which distributed electricity within particular geographical areas. The primary concern was maintaining a constant supply, so industrial relations were characterised by stability. Indeed, there was only one serious dispute in the sector in the post-war period, an overtime ban by manual workers in 1972 which was quickly settled by a significant pay increase. This is not to say that major changes did not take place. From 1957, when the Electricity Act established the CEGB and the 12 Area Boards, to the last annual report of the Electricity Council in 1989, employment fell by more than 55,000 while productivity increased more than four-fold to deliver a final public sector operating profit of £777 million (Kessler and Bayliss, 1995). 
The industry was split in 1990 into generation, transmission, distribution (the transfer of electricity from the national grid across local systems) and supply (the purchase of electricity and its sale to consumers), with privatisation complete by 1992. The power stations of the CEGB in England and Wales were split into two fossil fuel generator companies: National Power, with just over half of total generating capacity, and PowerGen, which had a third (Boscheck, 1994). The Area Boards were privatised as regional electricity companies (RECs) responsible for distribution and supply. The RECs’ local monopolies were progressively lifted until 1998, when all consumers became entitled to choose their electricity supplier. Pricing was also regulated by the Office for Electricity Regulation (Offer, merged with the gas regulator in 1999 to become Ofgem), which imposed below-inflation price rises in a formula known as RPI – X. Domestic pricing controls ended in 2002, when the total turnover of the sector (production and distribution of electricity) increased within the year 4.6% to a total of GBP 31.5 billion.
The pattern of ownership has changed significantly since privatisation (see IDS Report 897 January 2004. Pay in electricity. P20-22). In the initial post-privatisation years, UK electricity generation was dominated by Powergen and National Power. A number of major US power companies then began to buy power stations to gain a foothold in the UK, and at one stage US firms owned 8 RECs. Though a relatively small number remain, alongside some ‘independents’, today ownership of the largest power stations (outside of Scotland) is concentrated in for large companies: British Gas power generation; Powergen (now part of the German group E.ON), RWE Innogy and EDF Energy. The expansion of gas-fired generation has however permitted the entry of a number of smaller companies, so there are around 40 generating companies in total in England and Wales. In Scotland the structure has remained more vertically integrated between generation, distribution and supply, and the major companies are Scottish power and Scottish & Southern. 

The distribution and supply industry has also become more concentrated, first as the generators began to acquire regional electricity supply companies, and then more recently following further company mergers and international acquisitions. For example, in 2002 the German multi-utility company RWE acquired the electricity generation and supply assets of Innogy, which was the product of a de-merger from National Power, combining electricity generation with electricity and gas retail. At the same time E.ON, the other major multi-utility in Germany, acquired the power generation, distribution and supply assets of Powergen. By the end of the year all but two of the 14 regional electricity companies (RECs) floated in the early 1990s were owned by six companies. Three of these were from continental Europe (EdF of France as well as the two German operators), with one US company remaining. Only the two Scottish supply companies were not foreign owned. 

In addition to merging vertically (combining generation with supply), some utility companies have also merged horizontally, forming multi-utility groups such as United Utilities (comprising five divisions for water, electricity, IT and telecoms operations) 

Regulation

Ofgem is the regulator for Britain's gas and electricity industries. Ofgem's powers are provided for under the Gas Act 1986, the Electricity Act 1989, as amended by the Utilities Act 2000. It also has enforcement powers under the Competition Act 1998. Ofgem was formed in June 1999, a month after the electricity market was fully opened to competition.
The regulator now sees its role as promoting competition not just providing regulation, especially since controls on domestic pricing were lifted in 2002. “Ofgem's role is to see that there are no barriers to effective competition. It continually monitors both the gas and electricity markets to ensure that companies do not act anti-competitively”. This means it will intervene when required; for example in October 2002 it fined London Electricity GBP 2 million for misselling electricity. 
One measure of competition is the extent to which customers move between companies. Ofgem estimates that the former monopoly suppliers of gas and electricity have retained about 60% of their customers. Around half of all customers have at some stage switched supply. The current rate of switching is 38 per cent in electricity and 37 per cent in gas.
B) Fixed-line telecommunications after privatisation
Like electricity generation and supply, telecommunications is a large and profitable privatised sector. According to a research report by the CWU union (An Overview of the UK Telecommunications Market, August 2004; http://www.cwu.org/uploads/documents/RD04-08-179%20Overview%20of%20the%20UK%20Telecommunications%20Market.doc) the overall turnover of the telecoms industry grew by 6% in 2003 to £50.8bn.

There are now approximately 170 fixed telecommunications providers, 5 mobile providers, 59 mobile service providers and 700 Internet service providers. Historically, telecommunications has been driven by growth in basic fixed telephony.  However, more recently growth has been concentrated in so called ‘new wave’ services such as broadband and mobile.  New wave services have off set a continued decline in fixed voice market revenues which fell by £400m in 2003 due to pricing competition and flat call volumes.

Fixed-line services remain dominated by British Telecom (BT), which currently employs just under a 100,000 workers – a steady fall from the quarter of a million employed in 1990. BT’s market share of all fixed call volumes was 67% in the year to March 2004, according to the CWU. Data provided by the regulator Ofcom suggests that nearly three quarters of all business and residential fixed-line customers take call services from BT; even when mobile phone calls are included, BT’s fixed line business still accounts for over 40% of all voice calls made in the UK. However a major business challenge to BT is the overall decline in the traditional fixed voice market, combined with increased competition therein from direct access providers and carrier pre-selection (CPS). CPS allows customers to use an alternative supplier for their fixed line service, without the need to change their phone number or line.  There are now between 20 and 30 competitors in this market and around 3.5 million lines with CPS services.  In its latest quarterly financial results, BT reported that its revenues from traditional services had fallen by 6%, while revenues from new wave services had grown by 32%, resulting in an overall decline of 0.4%.  A major development, which is likely to have significant implications for the workforce and trade union, is the planned introduction by BT of what it calls its ‘21st Century Network’, and what other telecoms companies generally term ‘next generation networks’.  This will enable voice calls to be carried over the internet, requiring fewer exchanges and lower levels of staffing. It may also increase the remote sourcing of call centre work to low wage economies, since it allows calls to be redirected anywhere in the world at no extra cost.

Regulation

Ofcom is the independent regulator and competition authority for the UK communications industries, with responsibilities across television, radio, telecommunications and wireless communications services. Established in 2003, it merged the Office of Telecommunications (Oftel), which previously regulated the sector, with the Broadcasting Standards Commission;  Independent Television Commission;  Radio Authority; and Radiocommunications Agency. Ofcom does not appear to see itself as a proactive regulator. In its first annual report, the Chairman of Ofcom outlined its key principles as “we will operate with a bias against intervention; if we do have to intervene, we will strive to ensure our interventions are timely and are based on evidence; and that we will always seek the least intrusive means of regulating”. 

The UK, in common with other European countries, has formally implemented the relevant EC Directives, which replaces existing telecom regulation, in particular the 1984 Telecommunications Act that originally determined the course of UK liberalisation. Under the new Directives, the licence system that administered operator entities has been abolished, in favour of much more generic requirements covering electronic communication networks and the service providers that use them. 

3. Industrial relations in the fixed-network telephony and electricity sectors

NCs should provide an overview of industrial relations in the fixed-network telephony and electricity sectors, distinguishing between electricity generation and distribution whenever relevant. 

Privatisation and regulation - Implications for IR in electricity
Following privatisation the electricity companies were responsible for the first time to private financial investors and, perhaps even more importantly, were forced to compete for orders. Their focus therefore became costs and customer service as well as security of supply. However, in the early years at least, competition was not as strong as the government had hoped (Loredo and Suarez, 2000) and the market power of the big two generators to set prices remained strong (Green and Newbery, 1997). Firms were able to realise cost reductions in the form of large profits (Newbery and Pollitt, 1997). PowerGen and National Power made a combined total profit of over £4 billion to 1996, while the RECs made profits of £6 billion between them over the same period (Labour Research, 1997). This enabled large-scale employment reductions, facilitated by relatively attractive financial terms. In addition, firms were able to offer remaining employees above-inflation pay settlements in return for changes to employment terms and conditions.

For example, PowerGen’s first company settlement in 1993 was described as ‘one of the most generous awards of the current pay round’ (Goodhart, 1993). And when a new bargaining structure was introduced in January 2000 to reflect the heterogeneity of the individual businesses following merger with the East Midlands Electricity REC, transition payments and productivity bonuses took the award to around 5 per cent at a time when public-sector settlements were subject to a limit of 1.5 per cent. Subsequent deals were also pitched above inflation and the ‘going rate’. The new structure replaced the separate industrial, engineering and administrative agreements with harmonised terms and conditions and a single pay structure for all staff. It also involved single-table bargaining and flexible working.. In 1997 PowerGen’s new three year deal began with a 5 per cent increase on basic rates when the electricity industry norm was 3%, followed by RPI-plus awards in 1998 and 1999 (IRS, 1998; IDS, 1999b). In addition, employees progressed through the pay spine for their grade by an additional average 2.9 per cent of salary, subject to satisfactory performance (IDS, 1999a). Relatively high total pay settlements were maintained through the transition to business-based bargaining (though with industrial divisions receiving more than retail). 

According to IDS, harmonisation is a current major trend in the sector, reflecting “a renewed concentration of ownership in the industry” which “has had some important implications for pay bargaining. Amongst the most important of these has been a general move towards the re-introduction of common terms and conditions at power stations within the same group and for longer-term agreements to accommodate the introduction of major changes”. For example, talks on the introduction of company-wide terms and conditions for each of the three main divisions of EDF Energy occurred this year. This has already been established at RWE Innogy and, at divisional level, at Powergen. In 2002, 14 of 24 pay deals in the sector monitored by IDS were part of long-term agreements.This development has also been associated with a declining emphasis on individual performance-related pay, which doubled (across all utilities) between 1995-2002 to cover 20% of staff (IRS Employment Review 782. Pay in the utilities sector. 15 August 2003. 30-33.). The first important shift was when RWE Innogy introduced the concept of a ‘rate for the grade’ in its 2001 three-year pay deal, which reversed the emphasis on IPRP as the primary determinant of annual pay increases and pay progression. Companies like Powergen and Scottish Power generation have moved towards group incentives instead. 
Another factor supporting pay levels has been widespread rationalisation, partly in response to tougher regulatory pressures, though also reflecting a shift to less labour intensive gas power stations, which has reduced labour costs. Also relevant is growing difficulties in meeting labour needs. The Electricity Training Association, in its Employment and Skills Study 2001, found that the industry workforce had declined by 59% since 1990. Of the 22 companies responding, representing around half of the workforce in electricity generation, transmission, distribution and supply, 85% reported skills gaps and 77% anticipated difficulties in recruiting staff.
Privatisation had immediate resource issues for the unions. In the ten years since privatisation to 2001, three major national agreements over pay and conditions across the industry were replaced by 50 to 60 separate bargaining groups. This prompted innovations on the union side, from successfully pressing for single-table ‘one company’ bargaining at Scottish Power in 2000, to the novel concept of ‘agency agreements’ in which one union leads in negotiations after consulting the other unions involved. Other responses have included branch mergers, better training for lay negotiators and ultimately trade union mergers.

Industrial action remains rare in the sector, with only one stoppage recorded throughout electricity, gas and water supply in 2003. A threat of industrial action by members of AEEU, TGWU and GMB forced Scottish Power to withdraw proposals to cut jobs in June 2000. However where problems are more acute, such as at Northern Electric, where the company reportedly faced a one-off cut in revenue of around 26-31% in 2000, the unions have had to negotiate major changes in practices and terms and conditions of employment.

Privatisation and regulation - Implications for IR in fixed-line telecommunications
As in the electricity sector, staffing reductions since privatisation have been substantial, though management of the downsizing process has largely been achieved through enhanced voluntary severance. However there have been a number of other difficult issues in industrial relations:

· Since privatisation the number of BT staff on ‘personal contracts’ has grown, from initially senior management and, in 1989, middle management, to encompass supervisory staff and others with scarce skills. This includes staff in the new ‘professional sales grades’ (PSG), put on to personal contracts in 1991; the ‘professional customer service grades’ (PCSG) in 1995, and more recently staff in the retail contracts group (RTG) and professional technical grades ( PTG). In 2002 the company announced there would be no general pay review for staff in the PSG grades, which includes team leaders in call centres and certain staff in telemarketing. Furthermore, pay increases for PCG and PTG would be more tightly tied to performance, so that many would receive little or no increase. However, in 2003 BT and Connect reached a partnership agreement that extended union recognition rights to around 13000 professional and managerial  staff employed on personal contracts, in addition to the 15000 professional and junior managerial staff already covered. 
· Nevertheless in 2004 the company imposed a pay award of 1.7% on its professional and managerial staff, despite 97.5% of union members rejecting the offer in a ballot organised by Connect. The CWU rejected a similar offer made to 90,000 administrative, call centre, and engineering staff, which was subsequently increased to 2.6%.
· In 2002 BT announced that it planned to close up to 62 call centres, leaving 29 current and possibly one new site as multi-function contact centres (uk0203103f). Around 60% of staff are permanent, with the remainder agency workers, and BT reached an agreement with the CWU that permanent staff who do not accept voluntary redundancy should be offered alternative work within reasonable travelling distance.
· The company and the unions are currently involved in rolling out a comprehensive new reward framework based on new ‘job families’ consisting of a number of ‘disciplines’ and ‘job roles’. The unions are closely involved in addressing employee concerns in the assimilation process.
· The company also worked closely with its unions in revising its anti-harassment policies to address workplace bullying and customer abuse. The unions had found themselves increasingly giving advice to local representatives on the issue, while a survey commissioned by the company found that almost half of staff had experienced bullying behaviour, with one in seven targeted by a bully. The new policy provides a clear role for union representatives, both informally in problem-solving discussions, and through the formal grievance procedure. 

4. Commentary by the NC

This report has focused more on electricity than fixed-line telecoms, partly reflecting the availability of data but primarily because there has been much more change in the former than the latter, which remains dominated by BT. One of the biggest issues for BT has been rationalising its business, with large scale reductions in workforce size, while investing in the latest generation technological innovation outside of its base in fixed-line telephony. While sustained profitability has facilitated a bargained approach to change, the collapse of the company’s share price following the ‘bursting of the dotcom bubble’ some years ago has meant for tougher conditions.
A similar story is told of the electricity sector, where collective bargaining structures were reformed rather than dismantled following privatisation. This reflected a managerial view that restructuring could better be achieved by collective agreement than conflict, given relatively strong trade union organisation and disruptive capacity, and also continued political pressures manifested in the regulatory framework (Arrowsmith, 2003). Some companies made ‘partnership’ deals with the trade unions, pledging employment security and union involvement in return for greater employee flexibility. United Utilities signed such a deal with Unison, as has. Scottish power (uk9907214f), though more informal or ‘tacit’ forms of partnership are generally observed in the electricity sector than in other utilities like water (uk0012105f). As in BT there has been extensive work reorganisation, facilitated by new technology, including teamwork; home-based work and working time flexibility, and a growth of HRM techniques such as direct communication and performance management. However there has been much more decentralisation of collective bargaining, which led to pressures on trade union resources, though this trend is beginning to be reversed somewhat as the industry becomes more concentrated.
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