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Franchising Frenchness



Brief Introduction MNC’s ambiguous role in forming labour relations in capitalist economies



Our research 



Choice of the service sector (more than half of FDI flows into services in Hungary)







Comparison of two Brownfield sites (electric energy sector and hotel industry)







Applying actor-oriented approach (departs from a rigid path-dependency approach, and argues that labour relations are not exclusively conditioned by the labour division between East and West Europe)



Franchising Frenchness



Five aspects of labour relations Legacy effect  Dual representation effect  Sectoral effect  European effect  French effect 
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French FDI in Hungary 



Hungary is France’s third most important partner after Poland and the Czech Republic: 3/4 of French imports into CEE directed towards these three countries







1995-97: French MNC’s partipation in privatization (mainly Brownfield investments)







2006: 400 companies with a significant share of French capital, 65 000 employees (only 250 French ex-pats)







Industries primarily concerned: energy sector, automotive industry, retailing, chemicals, foods and water management/environment protection (hotel and financial sectors are less concerned)
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Electricity industry in Hungary 



   



1995-96: privatization of six strategically important corporations, acquired by three EUbased MNCs – two German and one French Sector collective agreement concluded, immediately extended 2003: Sectoral Social Dialogue Committee set up Sectoral trade union density: 60 % (compared to the Hungarian average of 17 %) Recent changes affecting labour relations:  







gradual liberalization of the electricity market ‘unbundling’ process



35-40 % market share of French companies in the electricity power supply, employing around 5000 workers
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Hotel sector in Hungary 



  



1993-95: state-owned companies acquired by Hungarian companies, later sold out to foreign investors 1997: Sector collective agreement concluded, extended in 2001 2003: Sectoral Social Dialogue Committee for Tourism-Catering set up Recent changes affecting labour relations:  











Introduction of a higher minimum wage for skilled workers (2005) Introduction of the ‘service fee’ (legal protection)



Sectoral trade union density: 7.9 % Examined French company employes around 1000 workers (40-50 % are unionized)
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Legacy effect Trade union’s presence already before privatization 



Electricity sector: 











sort of collegial atmosphere between employers and employees until French managers emerged in 2005  smoother cooperation, but less efficient conflict management from the side of the trade union Successful in preserving former rights, yet no impact on dismissals (corporate pension fund established)



Hotel industry: 



 



early privatization and strong claims of the TU, still 2/3 got dismissed after 1996 Training as a strategic field to keep workers, instead of increasing wages Particular ‘service contract’ btw employer and the TU
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Dual representation effect 1992 Labour Code regulations about the Works Council’s and TU’s rights – having mutual interests in cooperation 



Hotel sector: 







Works Council is rather weak, follows TU instructions – formerly it was stronger due to its closer relationship to the management



Electricity sector:  



Works Council is stronger, though has less informal relations to the management than TU Works Council is critical to TU’s collegiality with the management, yet the two bodies are mutually cooperative
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Sectoral effect Sector level TUs in both sectors had been operating continuously since before 1989 



Electricity sector:   







Sector collective agreement concluded by the time of acquisition Importance of STU’s international ties from before 1989 All warning strikes initiated by the STU



Hotel sector:  







Sector collective agreement is rather weak STU represents both hotel employees and workers of catering services, and also struggles for the rights of seasonal workers and of the employees of many enterprises with less than five people Workplace TU in our case has different focus of interest: it is less concerned with the most vulnerable employees of th sector (not member of the STU)
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European effect The transposition of the European Works Council directive concerns both cases, where EWCs are set up 



Electricity sector:   







Participation in EWC consultations was possible already before 2004 accession EWC was considered a useful forum for the transnational exchange of information Direct links to the headquarters was utilized to put pressure on local management



Hotel sector:  







EWC has no direct impact on the strength of TU at a workplace level Participation in an international forum is relevant only to strengthen TU legitimacy at national, sector and local level workplace TU prefers keeping the resolution of conflicts at a local level
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French effect Effects of the emergence of French managers and of the perceptions on the mother firms’ embeddedness in the French culture and society 



Electricity sector:  







By the emergence of French managers labor relations got more formal, and ‘less comfortable’ Organizing strikes is identified as a French form of labour resistance, due to the legacy of ‘French democracy’; TU representatives would learn and follow the language and practice of French industrial relations



Hotel sector:  



French managers brought more radical changes in terms of efficiency and employees’ dismissal ‘Frenchness’ is constructed in the context of an opposition between East and West Europe:  Different management styles are juxtaposed and valued  Describes unequal economic power within the firm, also shaping industrial relations
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Conclusions Transfer of a labour protective model appears contigent on many variables Different forces may inspire dialogue btw labour and employers (e.g. continuities with the socialist past, Europeanization of labour represenation) Country origins on MNCs can have an empowering effect on employee representatives Employee representatives have no power to resist massive job losses (they can only influence the conditions of dismissals)
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