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EDITORIAL
The advertising slogan of the UK’s (and Europe’s) leading business daily newspaper is: We 
are living in financial times. This is more than a clever play on the title of that newspaper. 
It is a perception widely shared by policy-makers, businesspeople and trade unionists alike. 
That perception has been heightened, of course, by the financial crisis which broke out 
initially in the summer of 2007, but which worsened dramatically a year later, and has led 
to the worst economic crisis since the Great Depression. But the period of the late 1990s 
and again that of the ‘noughties’ in the gradual recovery from the dotcom crash had already 
seen an ongoing debate about the ‘financialisation’ of the economy. This term has been 
coined to describe a number of interrelated phenomena and processes. They include the rise 
in the importance of the financial sector, the increasing exposure of real-economy compa-
nies to pressures from the capital markets, the growth of activist investors and hedge funds 
and, last but not least, the increasing role of private equity funds. While some saw a brave 
new world of finance-inspired economic dynamism, warnings were made about derivatives 
being ‘financial weapons of mass destruction’ (Warren Buffet), while hedge funds were 
characterised as ‘locusts’ (Franz Münterfering). 

This special issue of Transfer is devoted to the financialisation of the economy. Given the 
complexity of the subject and this journal’s focus on industrial relations issues, we concen-
trate on the activities of private equity (PE) companies. For PE’s role in buying up often 
publicly owned companies, taking them private, restructuring and then selling them back to 
the market crystallises a number of the key features of the broader financialisation of the 
economy, such as: the predominance of a financial mind-set over more traditional values 
within companies, the key role of bonuses and incentive payments, and a prevailing insecu-
rity and unpredictability for workers, but also for investors. Moreover, in contrast to the 
more abstract wheeling and dealing on esoteric markets, such as for credit default swaps, 
the activity of such buyout funds is also the most visible area where the labour movement 
has had to come to terms directly with a manifestation of financialisation, as PE funds take 
over the management of often large companies with established industrial relations tradi-
tions and institutions. 

This special issue of Transfer is divided into two parts. The five contributions in the first 
section provide an overview of the general debate about the financialisation of the economy, 
focusing on the development of private equity in particular and its potential implications for 
industrial relations and working conditions. In the second section, four contributions by 
practitioners illustrate the approach taken by their particular organisations to counter the 
activities of financial investors.

Andrew Watt and Béla Galgózci set the stage by providing an overview of the key 
issues involved in the debate about the financialisation of the economy. They analyse the 
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inter relationships between the various elements of financialisation. They then explain how 
the private equity business model works and chart the rise of private equity in Europe, 
reviewing the available evidence on the performance of the firms taken over and the pay, 
conditions and job prospects of the workers they employ. The article concludes by consider-
ing the implications of the current financial and economic crisis.

Building upon Watt’s and Galgózci’s introductory examination of the key issues from a 
broad and European ‘macro’ perspective, the four contributions which follow it provide 
country-specific ‘micro’ perspectives of developments at company level.

In his contribution, Glenn Morgan examines the rise of private equity in the UK. Following 
a historical discussion of the institutional and political conditions in the UK that facilitated 
the rise of private equity, Morgan draws upon rich descriptive data to illustrate the develop-
ment of private equity deals in the UK. One crucial factor that contributed to the growth of 
private equity in the UK was the political support of this specific business model by key 
actors such as ‘the City’, the Treasury and the Bank of England. Morgan argues that this 
was one of the main reasons why the political opposition to private equity in the UK 
achieved little more than some minor improvements in regulations on transparency. 
Morgan concludes his article with a discussion of the role of and prospects for private 
equity in the current financial and economic crisis.

The contributions by Jürgen Kädtler and Alexandra Krieger take us to Germany; they both 
provide case study-based analyses of the impact of financialisation on industrial relations 
arrangements in German companies. Based on an in-depth empirical investigation of 
events at the three largest German chemical companies – Hoechst, Bayer and BASF – 
Kädtler illustrates the divergent consequences of financialisation in each case despite very 
similar conditions at the outset. Kädtler’s main argument is that there is no inescapable 
pressure from financial markets which determines a specific course of action. He shows that 
the growing shareholder value-orientation of the companies’ management and the simulta-
neous change in the dominant production paradigm – which undermined the traditional 
trust-based social partnership arrangement between the two sides of industry – was the 
deliberate choice of top-level management rather than being dictated by the ‘imperatives’ of 
the financial markets. The latter were merely used as an instrument to legitimise manage-
ment’s course of action. The comparison of the development at the ‘Big Three’ of the 
German chemical industry furthermore illustrates that in the final outcome management’s 
strategic reorientation can be influenced by the employee-side depending on the latter’s 
attitude, strategy and resources.

This conclusion is echoed in Alexandra Krieger’s contribution, which provides a richly 
detailed chronicle of the events at TUI, the largest German travel company, which from 
2004 onwards has been increasingly exposed to pressure from its shareholders. In the first 
part of her article, Krieger charts management’s strategic twists and turns in the light of the 
diametrically opposed interests pursued by investment strategists on the one hand and by 
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financial investors on the other hand. The second part of her contribution recounts the 
employee-led campaign to mobilise the workforce and the public in order to prevent the 
break-up of the company and above all to safeguard the company’s main site in Hamburg. 

A more pessimistic picture emerges from the article by Isabelle Chambost, Christian 
Hoarau and Patrick Roturier, which investigates the perceptions of employee representatives 
of the implications of the increasing financialisation of the economy on social dialogue 
arrangements in France generally and on the workforces and the trade unions’ capacity to 
act specifically. Based on a series of interviews with employee representatives in 12 firms 
which were all affected by financialisation, Chambost et al. report that the employees 
increasingly suffer from work intensification and lack of stability as a result of the compa-
nies’ policy of individualised pay and deliberate understaffing. The authors furthermore 
report that financialisation undermined the trade unions’ capacity to maintain collective 
forms of interest representation through company-level bargaining and social dialogue.

The second part of this special issue contains a selection of practitioners’ first-hand 
accounts of political initiatives and trade union efforts at different levels in order to improve 
the control over financial investor’s activities. The first contribution is Poul Nyrup 
Rasmussen’s insider account of the strategy pursued by the Socialist Group in the European 
Parliament with respect to attempts by Parliament to regulate alternative investors at 
European level. This is followed by three articles outlining trade union activities at national 
and European level. Since information and transparency is a key element in defending the 
employees’ interests vis-à-vis financial investors there have been several initiatives by trade 
unions to improve the exchange of information among their members about the activities 
of financial investors. Examples include at international level the IUF’s web-based ‘Private 
Equity Buyout Watch’ which provides regularly updated news, research and analyses of 
leveraged buyouts and their impact on workers and trade unions in order to contribute to 
building a labour movement response (see http://www.iuf.org/buyoutwatch/). By the same 
token, UNI-Global established a ‘UNI Private Equity Group’ for all its members with a 
concern for trade union issues related to private equity. A similar initiative was pursued in 
2006 by the German IG Metall at national level by setting up an online ‘Network Private 
Equity’ in order to provide all its members with a range of information on the activities and 
strategies of the main actors in the field and in order to provide its members with a pass-
word-protected forum for open discussion.

In this special issue Janet Williamson provides an account of the TUC’s work in the UK 
in tackling the challenges of private equity and Gaby Bonnand and Emmanuel Mermet 
report on the CFDT’s position and activities in France. Despite the very different frame-
work conditions in the two countries, the actual approaches of the two national unions in 
countering the challenges of private equity are quite similar. This common strategy relies 
on political lobbying to achieve changes in the regulatory framework, ensuring that 
employee savings and trade union pension funds are directed towards socially responsible 
investors and, finally, measures to improve communication and cooperation within the 
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trade union movement. Returning to the European level, the contribution by Dirk Bergrath 
reviews the private equity-related strategy and activities of the European Metalworkers’ 
Federation in Brussels.

The News and Background section of this special issue consists of two contributions by 
Richard Pond and Peter Bakvis. Richard Pond reports on an EPSU collective bargaining 
initiative involving affiliates in the energy sector from six countries. Peter Bakvis reports on 
the suspension by the World Bank of the labour market flexibility indicator in its publication 
Doing Business, following years of campaigning against the indicator by unions.

Torsten Müller and Andrew Watt




