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I. Introduction 

p. 337 This paper examines firstly the ways in which industrial relations influence 

innovation and, secondly, the impact of innovation upon industrial relations. The 

focus is upon process innovation as this has the greatest significance for industrial 

relations. 

 Industrial relations refer to systems of job regulation, related terms and 

conditions of employment and the ways in which they are determined. 

 

II. Industrial Relations and Innovation 

 The system of industrial relations affects four elements in innovation: motive, 

content and process, as well as outcome. The motives for innovation are likely to 

include reducing production costs through lowering the amount or quality of labor, 

increasing management control over labor or using labor force more flexibly and 

creatively. 

p. 338 The content of innovation itself may necessitate changes in skill levels, and 

need to accommodate existing industrial relations structures. The process of 

innovation need to take account of social organization, including work group and 

union organizations, as well as the physical form of the production process. Finally, 

the outcome of innovation is substantially affected by industrial relations, at both the 

individual and the collective level. 

 

III. Process 

p. 340 The major impact of industrial relations is upon the process of implementing 

innovation. The eventual success of the innovation depends upon its acceptance by 
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employees, which is heavily influenced by the way in which the process of 

implementation is handled. 

 There are major international differences in the extent to which the process of 

implementing innovation is regulated at international level. In Sweden, Germany and 

France, legislation has established the right of workers to participate in technological 

changes, whilst in Italy, the USA and Japan, as well as in the UK, worker 

participation is dependent upon collective agreement. 

 There are three major approaches to handling the relevant aspects of 

implementation: unilateral management imposition, consultation and bargaining. 

 The first approach views process innovation as integral feature of work 

organization and, as such, an essential part of management prerogatives. Project teams 

may involve representatives from the work groups affected, but the role of the group 

is to plan and carry the project through in the most efficient way from management’s 

perspective. 

p. 341 Second, the process of consultation has two objectives: the acquisition of 

information directly relevant to the workability of the project, and the satisfaction of 

employees’ democratic rights to be consulted about changes affecting their work 

situation. The two considerations may require different forms of representation. For 

detailed understanding, the input from the employees directly affected is required, 

since they have knowledge or relevant work processes. To achieve the second 

objective it may be more desirable to include union representatives, whether full time 

officials or shop stewards, since they are likely to have the representational and 

argumentational skills needed to defend employees’ interests. 

 In practice, consultation is primarily concerned with social issues, whether 

directly related to the innovation itself, like health and safety, or with wider issued 

such as employment levels. 

p. 342 Consultation does not involve any infringement of managerial prerogatives; 

management is free to accept or reject the outcome of the consultation process. The 

process of consultation may occur with or without a simultaneous process of 

bargaining. 

 Employers are reluctant to agree to bargain over new technology, since 

bargaining implied that unions had a legitimate standing on production issues and that 

responsibility for the production process was shared between management and labor. 
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 There is evidence to suggest that employers are anxious to avoid bargaining 

directly over the price for the acceptance of innovation, since this seems to give an 

incentive for resistance to change. Similarly, official union policy favors acceptance 

of the principle of technological innovation. 

 

IV. Outcomes 

p. 343 The impact of industrial relations on the outcome of innovation may operate in 

three ways: first, making it unlikely that innovations will be introduced at all; second, 

reducing the benefits of innovation by delay or by increasing the cost, so that 

competitive advantage is not realized; third, distorting the final form of the innovation 

so that its potential benefits are not obtained. 

 It is impossible to provide a comprehensive assessment of the significance of 

industrial relations considerations in the first sense. The factors affecting rates of 

innovation are so numerous and varied that it is impossible to attach great general 

significance to industrial relations. 

 

V. The Impact of Innovation on Industrial Relations 

 Innovation affects five features directly relevant to industrial relations: work 

tasks, work organization, pay, employment levels and union organization. Innovation 

increases the skill level involved in work tasks more often than it reduces it. 

Innovation is also likely to lead to increased responsibility, if only because of the 

increased value of the equipment monitored (and the reduced manning levels which 

usually accompany innovation). Employees’ skill repertoires are also likely to widen, 

especially with an expansion in “intellectual” skills, partially balanced by some 

reduction in manual skills. The overall effect of the changes is to increase the 

proportion of skilled workers in the labor force, especially in private manufacturing. 

p. 344 Work organization refers to the pattern of deployment of employees resulting 

from the technical requirements of the production system and employers’ control 

strategies. Innovation may influence work organization directly, through requiring the 

reallocation of labor, or indirectly through providing opportunities for adapting 

control strategies. Such changes affect work group cohesion, for example by 

increasing interaction between group members or by increasing the distance between 

groups. 
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 Innovation affects three aspects of pay: level, differentials and relativities and, 

in some circumstances, the principles governing pay systems. The most obvious 

effects occur when innovation is accompanied by direct payment to the employees 

affected. 

In the UK managers reported increased earnings for employees directly 

affected by new technology in 24% of establishments
1
. However, innovation left pay 

unchanged in the majority of cases. Instead, above average increases in earnings were 

reported for all employees in establishments introducing new technology, especially 

advanced technology involving manual workers, demonstrating the high productivity / 

high earnings virtuous circle. 

The impact of innovation on employment levels is highly controversial. 

According to one view, the overall decline in employment levels is small because the 

jobs created in capital goods industries – as well as the growth in services – balance 

the jobs lost in manufacturing. According to other views, technological innovation is a 

major destroyer of jobs, especially in the long – term. Northcott’s surveys of micro – 

electronics indicated that the introduction of micro – electronics resulted in gradual 

but cumulatively substantial job losses
2
. For trade unions, the loss of jobs due to 

recession has been a far more pressing concern than the loss of jobs through new 

technology. 

 

VI. Conclusion 

 It is not enough to be concerned solely with the issue of whether the industrial 

relations system increases or reduces the rate of innovation; it affects the whole 

process of innovation – motive, content, process and outcome. The major influence is 

exercised by the industrial relations system at establishment level, although national 

and sectoral level influences may also be important. 

 Although the weaknesses of the industrial relations system have been cited as 

a major reason for the poor performance of countries such as the UK in innovation, 

more detailed consideration attributes a relatively minor role compared with capital 

shortage, lack of appropriate engineering skills and other wider factors. 

 

                                                 
1
 Daniel, 1987 

2
 Northcott, 1984, 1986 
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