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Sample answer for the question on p. 27 of the magazine. 

Sample answer 
One benefit of UK businesses having more employee representation is that they are able to undertake 
collective bargaining on a range of matters such as wages and working conditions with worker 
representatives, rather than spending significant time negotiating with a potentially large amount of 
employees. For example, the teachers’ National Education Union was able to negotiate a pay rise for 
its 450,0000 members of 2.75% in 2019, benefiting the government, as the employer stakeholder, as 
the time and cost to undertake the negotiations would have been significantly less than if this was 
done on an individual basis. As a consequence, the government lost no productivity from teachers 
striking over pay and the unit costs of the negotiations were kept low due to not having to liaise with a 
significant number of employees. This also meant that students and parents, as other stakeholders, 
benefit from teachers who are likely to be more motivated due to increased pay, potentially increasing 
the quality of teaching and thus improving educational outcomes of millions of children. 

However, collective bargaining may not represent the views of all employees and could demotivate 
staff and reduce productivity. For example, union negotiations may focus on gaining a higher 
percentage pay rise for lower paid union workers offset by a lower pay rise for those with more 
responsible roles in the company. The company may benefit from this approach as it is able to keep 
its average cost of implementing the pay rise to a minimum but members of the union who receive the 
lower pay rise may become demotivated and less productive at what they feel is an unfair advantage 
offered to other workers. 

Another benefit of employee representation is that employees can work more as a partnership with 
businesses to achieve common aims. In places such as France the law requires businesses to have 
employees sitting on the board of directors, with Theresa May pledging to make a similar rule in the 
UK in 2016. The bus company FirstGroup has already appointed an employee to the board of 
directors in order to benefit from the perspective of a veteran bus driver when making business 
decisions. John Lewis takes this approach even further, as all employees are classed as having 
ownership of the business, with a Partnership Council which meets four times per year. Through the 
Partnership Council, employees of John Lewis are able to make suggestions as to how to improve the 
business, such as improving productivity and sales performance. With all ‘partners’ sharing a common 
aim to grow the business and make higher profits, all internal stakeholders have a personal stake in 
the success of John Lewis, particularly as all staff share in the profits as a bonus each year. Research 
has shown that from 2005 to 2009 such employee representation created more jobs and more profit 
than in those businesses that failed to treat staff as fully fledged stakeholders. 

However, increasing employee representation in areas such as the board of directors may lead to 
significantly longer periods of discussion that could risk the competitive advantage the business has 
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previously enjoyed. For example, John Lewis may have to delay investing in its stores or trying out 
novel products, due to waiting to hear from its Partnership Council’s views on the matter. This may 
lead to missed opportunities in offering products that ensure continued customer loyalty, risking sales 
and ultimately lowering profits for not only the managers but also for staff sharing the profits. It may 
also lead to loyal customers trying other retailers who were able to introduce a new line of products, 
risking losing valuable footfall. Both internal and external stakeholders may therefore feel the negative 
impact of employee representation. 

The benefits of employee representation to stakeholders may be dependent on the market the 
business is in and the dynamic nature of innovation and competition. In sectors such as car 
manufacturing, where there is fierce competition and very similar substitutes, encouraging employees 
to play an increased role in improving business performance may help harness innovative ideas from 
the production line that not only encourage trust and cooperation but increase productivity and lower 
costs to all stakeholders. For sectors such as technology or fashion, where getting products to market 
quickly is critical to success, employee representation may need to strike a balance between 
encouraging employee participation while ensuring the speed of decision making is not reduced to an 
uncompetitive level. Striking the right balance between employee representation and allowing the 
company to maintain its competitive edge is the key to the meeting of all stakeholder objectives in the 
long term. 

This resource is part of BUSINESS REVIEW, a magazine written for A-level students by subject 
experts. To subscribe to the full magazine go to www.hoddereducation.co.uk/businessreview 


