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P R E FAC E 
The Forty-Fourth Annual Meeting of the Industrial Relations 

Research Association was held in New Orleans, Louisiana from 
January 3-5, 1992. (Because the Forty-Third Annual Meeting was held 
from December 28-30, 1990, there was no IRRA Annual Meeting in 
1991 . )  

The sessions reflected the wide range of interests of the members 
of the Association. Trade unions and labor relations have long been a 
central concern of many IRRA members, and 1992 sessions included 
"Industrial Relations in the Arts and Entertainment Industries" and 
"Strategic Evaluations of Union Political Activities ." Throughout the 
45 years of the Association, labor economics has been the discipline 
with many adherents. This year sessions using this approach included 
"Perspective on the Rising Inequality of Wages in the United States" 
and "Internal Labor Markets and Work Arrangements: Beyond the 
Industrial Model." The longstanding interest in comparative and 
international topics was represented by sessions on "Lessons from 
Abroad: Comparative Political Economy and the Contemporary 
Study of Industrial Relations" and "Human Resource Management 
Policies and Practices in Developing and Developed Countries: A 
Comparative Perspective." 

Newer "traditions" were also reflected in the 1992 sessions. The 
recent growth of interest in human resource management (nee 
personnel) was reflected in the comparative session just mentioned as 
well as in the session on "Human Resource Management Is for Unions 
Too." Another practice of recent years is the use of "Contributed 
Papers" sessions, where the papers are selected on the basis of 
competition open to all members. This year three such sessions were 
held: "Collective Bargaining," "Human Resources and Organizational 
Behavior," and "Labor Economics and Labor Markets." Still other 
recent traditions included the Dissertations Session, where the papers 
were derived from recent theses in industrial relations, and the Poster 
Sessions, where papers are selected from manuscripts submitted to a 
screening committee. Although only abstracts from the Poster Sessions 
are included in the Proceedings, several of the most outstanding 
papers are available from the Madison office. (The table of contents 
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iv IRRA 44TH ANNUAL PROCEEDINGS 

lists the participants in the Poster Sessions, with an indication of which 
papers are available as "IRRA Working Papers.") 

The Annual Meeting also included several special sessions that are 
included in this volume, including the IRRA Presidential Address by 
James L. Stern. Professor Stern proposed reforms of the Association 
that some might consider radical, including the renaming of the IRRA 
and the curtailment of Association publications! 

The papers in this year's Proceedings have been subject to a 
screening procedure that has been in place since 1990 in order to 
ensure high quality of the published version of the papers. I reviewed 
each paper for substance and, in several instances, the authors were 
required to revise their papers before they were published. In addition 
to this substantive review, the papers were carefully copyedited for 
style and form by Kay Hutchison, IRRA Administrator, and by 
Jeanette Zimmerman, IRRA Editorial Assistant. The multistage review 
and editing process required more time than in years before 1990, 
which delayed somewhat the publication dates for the 1990 and 1992 
Proceedings. I hope that the improved overall quality of the papers is 
adequate justification for the delay. 

There are numerous individuals who were critical to the success of 
the 1992 Annual Meeting and these Proceedings. The IRRA Program 
Committee, chaired by James L. Stern, deserves credit for the 
interesting programs. I would also like to express the gratitude of the 
IRRA Executive Board to all staff members of the national office. This 
was the first year that Kay Hutchison, IRRA Administrator, was 
primarily responsible for the arrangements for the meeting, and she 
did an excellent job. 

John F. Burton, Jr. 
Editor-in-Chief 
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I .  PRES I DENTIAL A D DRESS 

Whither o r  Wither I R RA, 

JAMES 1. STERN 
University of Wisconsin-Madison 

Selecting a topic for a presidential address was difficult for me as 
I am sure it was for my predecessors. I felt that I needed help, and 
since I was scheduled to attend the meeting of the International 
Society of Labor Law and Social Security in Athens, it seemed logical 
to seek the advice of the Greek deities. Therefore, I went to Delphi 
where I consulted the oracle about what I might say here. 

The oracle responded by asking me about the audience and the 
circumstances surrounding the talk. When I said the audience would 
be mainly jaded academics who had just finished a large and sleep
ii>ducing lunch, the oracle said, "Keep it short and talk to them about 
whatever it is that brings them together." With this advice in mind, my 
remarks today will focus on changes that need to be made in our 
association. 

The Kerr /Dunlop report and the IRRA committees created to 
implement it have started us in the right direction. However, much 
more needs to be done, and, based on the wisdom that I have distilled 
from you during my more than two and one-half decades of 
membership and service as a chapter officer, national coeditor, 
president-elect and president, today I offer y0u an agenda for further 
change. 

The IRRA structure must be drastically overhauled in order to 
resolve two entirely different problems. First, we need to make the 
IRRA more responsive to scholars in the discipline we have created. 
Second, we must make it more attractive to the thousands of local 
chapter practitioners who have not joined the national association. Let 
me start with the first problem. 

Author's Address: 7321 Social Science Building, University of Wisconsin, Madison, 
WI53706. 
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We fail to recognize the consequences for the IRRA of creating its 
own discipline. The scholars who founded this organization in 1947 
did not have PhDs in industrial relations, nor could they have had one 
as no such discipline existed at that time. These founders were mainly 
labor economists along with a sprinkling of sociologists, psychologists 
and lawyers. Now the scholars who dominate the IRRA are those who 
have received their graduate education in the field of industrial 
relations, either at one of our freestanding institutes or in industrial 
relations programs located within business schools. 

We can be proud that we have turned out more than 500 PhDs and 
about 10,000 MAs. However, we should recognize that our 
organization must meet the needs of IR grads whose degrees now set 
them apart from the traditional disciplines. Industrial Relations PhDs 
are not finding employment in economics, sociology, psychology, law 
or history departments, the disciplines that spawned their older 
teachers and major professors. Free standing IR departments, 
institutes and schools hire some of them. Most are joining the faculties 
of graduate schools of business. A few find jobs in labor studies 
programs, government agencies, businesses, or unions. 

As the professional association in the 1R field, we should be con
cerned about changes in the educational content of graduate study. 
We should actively oppose the deemphasis of union-management and 
employer-employee relations in business school curriculums, and we 
should also promote the creation of courses about the many new laws 
regulating the employment relationship. Along with other organiza
tions in our field, we should persuade the business school accrediting 
agency to require the continued study of the employment relationship 
in the undergraduate and graduate business school curriculums. Just as 
economists use their association to protect the integrity of their 
discipline, so also should industrial relations scholars look to the IRRA 
to further the development of the industrial relations discipline. 

Most of the MAs are finding employment in the human resources 
departments of large firms. A minority are working for government or 
unions. As the proportion of unionized employees decreases, the 
proportion of our graduates working at unionized firms also falls. 
Knowledge of collective bargaining, labor law, and labor history also 
declines in relative importance as the potential employers emphasize 
knowledge of affirmative action, OSHA, compensation, organiza
tional behavior, and staffing in their recruiting. Our curriculums and 
our program should reflect these changes. 
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At this point, before talking about other matters on my agenda, I 
want to jump to the second problem I mentioned at the outset of my 
remarks, namely, the relationship between the national organization 
and its chapters. I do this because many of the other changes I'll be 
suggesting affect both the local-national relationship and the role of 
the IRRA in our discipline. 

Two characteristics of our organization make it unique. First, we 
are a tripartite association composed of management and union 
leaders as well as academics. Second, is the fact that from its 
beginning, our organization promoted the formation of local chapters. 
I think we should preserve these two attributes. They add greatly to 
our knowledge and broaden our perspective. 

We have 60 chapters with 9 ,000 members. About 5 ,000 of these 
local chapter members are not members of our national organization. 
Actually, local chapter members outnumber national members. This 
situation, which has developed over the past 43 years, was not 
envisioned by our founding fathers and now presents a problem that 
I believe should be resolved. 

I propose that our Executive Board, after consultation with chapter 
officers, prepare the necessary bylaw changes that will gradually end 
this split. Practically speaking, I believe that we need to grandfather 
current chapter members. However, all individuals who join in the 
future will join one organization, the IRRA, and automatically become 
members of the national organization and local chapters where they 
exist. 

As part of our efforts to move toward this goal, we should ask our 
chapter advisory committee and a committee of our national executive 
board to develop a new dues structure, which will provide a financial 
incentive for current chapter members to become members of the 
national organization. As most of you realize, our current national dues 
are lower than those of most other professional associations. At 
present, we are just breaking even but have no reserves for 
contingencies. Unification of chapter and national membership should 
improve our financial status. 

Now, having set forth recommendations for the basic structural 
change in our organization, I'll proceed with my recommendations for 
actions by the IRRA, which will strengthen our discipline and at the same 
time integrate local chapter practitioners into our national association. 

I propose that we hold our major annual meeting by ourselves
that is, separate from the meetings of other professional associations. I 
think that the meeting should be three or four days long, including 



4 IRRA 44TH ANNUAL PROCEEDINGS 

Saturday, and should be held in early summer in an attractive location. 
Essentially, I would move our current spring meeting to early summer 
and make its program attractive to both academics and practitioners 
nationally. Although local chapters will be asked to handle local 
arrangements and will participate in the development of the program, 
the national organization will assume the primary role and responsibil
ity for this national meeting. 

I believe that our national meeting program should focus on public 
policy problems and should include formal paper sessions and 
discussion workshops. We should repudiate the unexpressed but 
underlying assumption that nonacademics don't have the time to 
prepare papers and that, if by chance they did, the papers would not 
meet professional standards. This may have been the case many years 
ago but is no longer true. If we were to organize sessions on such topics 
as affirmative action, the Disabilities Act, healthcare cost containment, 
and sex, race, or age discrimination, we would find that professional 
staff working for government, management, and unions are equally, if 
not more, informed about these problems than academics. 

In addition to our major summer meeting, we should host a second 
meeting jointly with another professional association. Rather than 
meeting annually with the economists and other ASSA affiliates, we 
should rotate our second meeting, joining the ASSA in some years but 
arranging to meet in other years with other organizations such as the 
Academy of Management, the American Sociological Association, the 
History Association, the Labor Law Section of the American Bar 
Association, the University and College Labor Education Association 
and the National Academy of Arbitrators. For some years, David 
Lewin has advocated and has taken responsibility for organizing joint 
sessions with such organizations. We should build on those efforts. 

I believe that papers which fall into the category of "science 
building" should be delivered at the meetings held jointly with one of 
the other professional associations. "Science building" is a term that I 
have taken from Bruce Kaufman's intriguing manuscript about the rise 
and decline of the field of industrial relations and the IRRA. For the 
most part, papers on public policy issues would be presented at our 
national summer meetings and the "science building" papers at our 
joint meetings. 

We should maintain two advances made in recent years, namely, 
the competitive paper sessions and the poster sessions. These were 
designed to open up opportunities for young scholars to present their 
ideas, and so far as I can determine, are widely regarded as excellent 
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program innovations. Perhaps we can add another session topic or two 
to the refereed paper competition that we have already established in 
the areas of organizational behavior, labor markets and collective bar
gaining. Also, we should continue to advertise these opportunities 
widely and make sure that the referee process for paper selection 
continues to be fair. 

Another change that I favor is a radical revision of our current 
publications. I have three objectives in mind-to make some of our 
publications more attractive to local chapter practitioner members, to 
raise the quality and prestige of our science building articles, and to 
keep costs in check. 

Costs are increasing rapidly and dissemination of proceedings by 
electronic communication is almost upon us. I suggest that, instead of 
publishing our proceedings, we keep the total record on tapes and 
arrange to publish the best articles and discussions in special issues of 
leading journals in our field, such as the Industrial and Labor Relations 
Review and Industrial Relations. 

Inclusion of output from our meetings in prestigious journals would 
add to scholars' incentive to improve the quality of the submissions. 
This may require us to modify our rules on length of papers and 
develop a procedure for joint refereeing. Also, we might select 
symposium topics, such as health care costs, and request submissions 
from distinguished scholars working in the area. 

We should maintain our relationship with the Labor Law Journal as 
a publication outlet, but change the material we submit for 
publication. If we expand the number of competitive paper sessions, 
as I suggested, and/ or no longer limit the length of papers, these might 
be published in the Labor Law Journal. 

One or more of our quarterly newsletters should be changed from 
the current primarily bulletin board function it serves to include dis
cussions of current employment relations policy issues that will be of 
interest to practitioners and scholars alike. I have in mind a publication 
similar to the Industrial Relations Report that Cornell used to publish. 

My last change is one that I propose with some trepidation-to 
change the name of our organization. To young academics, 
practitioners, and the general public alike, the term "industrial 
relations" conjures up a vision of blue-collar workers in factories. We 
know that this is not true, and the founders also knew it was not true 
when they chose our name at the December 1947 meeting "in the 
belief that the term 'industrial relations' is rapidly gaining acceptance 
as the all-inclusive term to denote the entire field." 
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However, times and perceptions have changed and, just as we 
pioneered a new name in 1947, so also should we demonstrate our 
flexibility and wisdom today by modifying our name to reflect the 
changes that are occurring in our field. Personally, I think the name 
Employment Relations Research Association is appropriate because 
we are interested in any and all aspects of the employment 
relationship. Another possible name for our organization would be 
Industrial Relations and Human Resources Research Association. 

The term "human resources" is widely used as the name of a 
corporation's department that handles such functions as staffing, 
compensation, fringe benefits, affirmative action, OSHA, antidiscrim
ination of all sorts, as well as arbitration, negotiations and labor law. 
Industrial relations is no longer thought of as the all-inclusive term. 
Therefore, I believe that a name change is in order and suggest to our 
Executive Board that they ascertain the wishes of our membership and 
boldly (following the polls) select another one. 

Having completed my list of recommended changes in our 
organization, I tum now to topics that deserve greater attention and 
about which symposiums can be organized. I have already mentioned 
Health Care. Papers could include the politics of national health care 
plans, the macroeconomic effect of rising health care costs, and the 
relative value of different managed health care plans. 

Another topic is changes in the welfare of workers in industrial 
societies. I am under the impression that in the United States and in 
many other advanced societies, the real wages of workers have 
declined in the past 10 or 15 years. The potential decline in family 
income has been offset in many instances by the greater labor force 
participation of women. I would like to see a session that clearly 
identifies the economic trends and their effects on job satisfaction and 
on the mental health of wage and salary workers. 

This last topic was dear to the heart of one of our charter members, 
Arthur Kornhauser, the distinguished social psychologist who died last 
year (December 1 1, 1990). In a letter to his daughter, Ruth Zubrensky, 
which she passed on to me, and which I will read to you in part, Arthur 
talked about the mental health of working people. He said that job 
satisfaction is not an acceptable measure of the overall well being of 
working people: 

Surely, contentment with dull routine jobs does not signify 
good mental health; indeed the fact that so many employees 
report themselves satisfied is itself a negative indication 
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reflecting dwarfed desires, an absence of goals and lively 
interests apart from the job. 

7 

Now, almost 35 years later, we are talking about job redesign and 
employee involvement as a means of improving productivity and 
worker well-being. Is it improving worker mental health? An analysis 
of whether modern management techniques improve the well-being 
of workers strikes me as a worthwhile topic. 

As a semiretired academic who is expanding his practical dispute 
resolution activities, I am personally interested in alternative dispute 
resolution procedures. We in industrial relations have shown little 
interest in techniques used in other fields, perhaps because they are not 
applied to employment related problems. It is quite possible that 
analysis of the procedures used elsewhere will identify techniques that 
are transferable to our field. 

Another understudied element in the dispute resolution area is the 
use of labor courts or arbitration as a means of providing protection 
against unfair discharge of workers not covered by collective 
bargaining agreements. Our 1983 President, Jack Stieber, in his 
presidential address to this group, raised the question of extending 
arbitration to cover the discharge of unorganized workers. However, 
nonlawyer IR academics have not given this topic much thought. 
Perhaps, we should encourage our lawyer members, such as Ted St. 
Antoine, who gave our distinguished speaker address, to propose a 
session at our next meeting on the Uniform Termination Act, which he 
and others are drafting. 2 

Since the oracle at Delphi told me to keep it short, I'll conclude my 
remarks at this point. I recognize that I have been speaking to 
academics about the need to make our organizations more practitioner 
friendly but I believe that by doing so, we need not dilute our 
professional standards. In fact, my suggested revisions of our 
publications program are designed to enhance our professional 
prestige. 

Let me summarize the changes I have proposed. Membership 
should be unified for future members so that over the years we will no 
longer have chapter members who are not members of the national 
organization, and vice versa. We should hold our major meeting for 
three or four days in the summer, independent of any of the other 
professional associations. 

Public policy issues should be emphasized at our national meetings 
and papers submitted by practitioners should compete equally with 
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those submitted by academics. Papers featuring methodological 
innovations will normally be presented at our joint meetings with other 
associations. We should expand the number of joint sessions currently 
conducted with other professional associations and in the next few 
years rotate our joint meetings among the various professional 
associations with which we feel some kinship. 

We should develop arrangements to publish public policy 
symposiums in leading academic journals and publish the winners of 
the competitive paper sessions in the Labor Law Journal. We can 
discontinue the publication of our proceedings, and articles that are 
not published can be stored and made available electronically. 

And, let us not forget to change our name to either the 
Employment Relations Research Association, the Industrial Relations 
and Human Resources Research Association, or so;.ne other name that 
correctly identifies our activities and captures the broad scope that our 
field encompasses. 

The agenda I have outlined is not one that will be accomplished 
overnight, nor do I know whether a majority of you agree with some 
or all of the changes I have suggested today. Personally, I believe the 
highest priority should be assigned to holding our main meeting alone 
in early summer, creating unitary membership for future members of 
our organization and working with the accrediting agency on behalf of 
our discipline. I will urge the Executive Board to start immediately on 
these projects. With their adoption as a start of a series of carefully 
considered changes, I hope that our organization will continue to 
grow, to increase in vitality, and to make a contribution to our 
discipline and to our society. 

Endnotes 

1 I wish to acknowledge the comments, criticisms and editorial changes suggested by 
Lee Hansen, David Johnson and Barbara Dennis-and to absolve them from any blame 
for the proposals I made. 

2 By the time this address was delivered, the Denver chapter had already arranged 
a session on this topic for the Spring 1992 meeting, a meeting which will have been held 
before these proceedings are IJUblished. 1 am pleased that progress along the lines I 
suggest has been made so rapidly. 



I I .  I R  I N  THE ARTS AN D 

ENTERTAI N MENT I N D U STRIES 

I ntrod u ct ion 

JACK GoLODNER, CHAIR 
AFL-CIO 

We are not here to study the stars-performing or otherwise-but 
to look at labor relations practice in one of the country's most dynamic 
and successful industries, the arts, entertainment and media industry. 
By doing so, we avail ourselves of an opportunity to investigate how 
unions and employers in a mature relationship stretching back many 
years have managed to cope with issues and problems that are only 
now beginning to confront other sectors. 

Some of these issues concern: (1) the impact of managing 
organizations that are growing rapidly in size and scope and the 
consequent entry of governments, here and abroad, as players in the 
sector; (2) the revolutionary effect of technological changes occurring 
in an industry which still must produce essentially custom-made 
products that are dependent on highly unique skills and talents; 
(3) changing patterns in the management and union representation of 
a work force which was once fairly stable and bound to each employer 
but is now comprised almost entirely of contingent workers-part
time, temporary and highly mobile; and (4) the need to constantly and 
rapidly adapt to changing consumer preferences. 

The challenges inherent in these issues are present in varying 
degrees in all sectors of our economy today. And they pose problems 
for both management and labor. But in no other sector have these 
issues arisen with such speed and force as in entertainment and mass 
media. The manner in which the unions and management in this 
sector-together and apart-confronted and are continuing to 
confront these changes holds lessons for us all. 

Author's Address: AFL-CIO, 815-16th St., N.W., Room 707, Washington, DC 20006. 
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The O r ig i ns of Frag m ented 
Bargai n i n g Power i n  

E ntertai n me nt M ed i a  I nd u str ies 

SusAN CHRISTOPHERSON 
Cornell University 

The fragmentation of what was once a reasonably coherent 
industrial relations system based in managerial capitalism is among the 
most significant questions facing analysts of American industrial 
relations. This fragmentation is manifested in declining labor 
bargaining power in some industries, decentralization of the 
bargaining process, and diversification of negotiated employment 
contracts across and within industries. Not surprisingly, an effective 
interpretation of why fragmentation is occurring has been hampered 
by the continued acceptance of central assumptions that underlie the 
managerial industrial relations tradition. First among these assump
tions is the existence of a division of labor in which labor and 
management are definable entities with distinctive and adversarial 
interests. Second, it is generally assumed that the interests of union 
members are representative of all people employed in the occupation 
or industry the union represents, that is, that unions represent the 
interests of "labor." This assumption is central, for example, to 
analyses which posit that unorganized labor may be "free riders" on 
union negotiated contracts. The third assumption is that collective 
bargaining is antithetical to individual contract bargaining. 

Case studies in a variety of industries, especially service industries 
employing highly skilled workers, suggest that these assumptions are 
problematic. In particular, they describe situations in which collective 
identities and interests are quite diverse and may move across 
boundaries of "labor" and "management." They also suggest that 
interests and collective identities are not static but have been re
formed over time with changes in the organization of production, the 
division of labor, and the labor supply. 

Author's Address: Department of City and Regional Planning, Cornell University, 
Ithaca, NY 14853. 
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A new way of interpreting the fragmentation of industrial relations 
is presented using the motion picture and television industries as a 
case. This approach differs from the conventional industrial relations 
systems approach (Lipsky and Donn, 1987) in some important 
respects. Drawing from the relatively new field of evolutionary 
economics (Nelson and Winter, 1982), as well as from the renewed 
field of economic sociology (Block, 1990), industrial relations in the 
media industries is analyzed in relation to the development path of 
these industries. This understanding of industrial relations has much in 
common with "strategic" approaches to industrial relations (Kochan, 
Katz and McKersie, 1986). The strategic approaches, however, are 
consistent with the systems tradition in assuming that the substantive 
identities (and therefore the interests) of labor and management 
remain essentially static, that unions represent labor (as opposed to 
their membership), and that the role of unions is exclusively oriented 
to collective bargaining. The developments in media entertainment 
industries belie these basic assumptions. 

Since the 1950s the media entertainment industry has developed 
institutions that enabled individual contract bargaining. And collective 
bargaining agreements structured individual bargaining rights as well 
as providing more traditional collective "goods," such as wage floors. 
The gradual but decisive orientation of labor institutions to the exter
nal labor market has contributed to a lack of cohesion among segments 
of the labor force and bargaining organizations. The ability to take po
sitions that require solidarity has become increasingly problematic as 
labor market conditions change for one group vis-a-vis another. At the 
same time both the functional roles and substantive identities of 
important segments of the labor force have changed over time blur
ring the boundaries between occupations and between labor and man
agement. 

In conjunction with the redefinition of interest and collective 
identity, distinctly different objectives have emerged both among and 
within unions and between the organized and unorganized work 
force, making cross-industry and occupational collective action more 
difficult to achieve. In the contemporary media entertainment 
industries, labor strife is as likely to involve internecine battles among 
segments of labor as actions against management. 

To illuminate the sources of fragmentation, labor institutions are 
examined to show how they adapted to the vertical disintegration of 
production and employers' demands for flexible labor inputs. The 
forms of adaptation have contributed to the increasing fragmentation 
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of interests among segments of the work force and, in the 
contemporary economy, to the reemergence of conflictual industrial 
relations, albeit in new forms. 

Adaptations to the Loosening of Employment Ties 

From the 19 50s onward, vertical disintegration of the motion 
picture industry and the organization of production on the market 
produced a set of concomitant changes in the relationship between 
workers and firms. The loosening of ties between the work force and 
the major firms also occurred in television but more slowly and less 
evenly than in motion pictures. The networks continued to make a 
large portion of their programs in-house and to use cost efficient series 
formats. Consequently, they needed a stable work force under long
term employment contracts. In some types of programming, 
subcontracting to independent producers did increase the use of 
flexible labor inputs but, in many cases, labor contracts tended to be 
long term because of the series nature of television programming. By 
the 1970s the transformation in the motion picture industry was much 
more complete with the majority of production activities being 
organized through the subcontracting market rather than within the 
firm. 

As the major studios shed labor and subcontracted production, the 
institutior'llized mechanisms that maintained a skilled work force 
were jeopardized. These included access to health and pension 
benefits, skill acquis ition tied to apprenticeships in firms, and 
certification of experience and skill. In response, unions created and 
negotiated for new institutions, which made it possible for these 
critical functions to be carried on outside the firm and which indirectly 
enabled the flexible use of labor inputs. These institutional adaptations 
included the development of a roster system to maintain seniority lines 
and to certify skill and experience; a health and pension benefit system 
independent of any particular employer, and a system of supplemen
tary payments, connected to the profit life of the product. These 
"residual" payments not only established claims to compensation for 
profits made in ancillary markets but also, very significantly, 
established a connection between the work to make an entertainment 
product and property rights in that product. 

The roster system established in the 19 50s was of critical 
importance to the development of a form of production organization 
that used labor inputs flexibly but still required signalling devices to 
ensure skill and experience. Under the roster system the major studios 
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and independent producers sign contracts with the craft union 
federation whose members are placed on rosters according to the 
amount of seniority they have obtained in the industry rather than in a 
single firm. The major studios supported the development of the 
roster system in the 19 50s because it served as a certification and 
screening device, thus reducing labor market uncertainty while 
allowing firms to shed overhead. The craft unions supported the roster 
system because it allowed them to maintain control of the labor supply 
and seniority rights. 

Another flexibility-driven institution, the Motion Picture Health 
and Welfare Fund, was also set up in the 1950s by the unions in 
response to a need to provide benefits to workers hired on limited 
duration contracts. The system requires employers to pay an amount 
equal to 12.5 percent of total wages into a health and pension benefits 
fund administered by the unions for each worker under union 
contract. This system provided the unions with a new raison a etre in 
the increasingly contractualized industry. It also made individualized 
employment contracts easier to accomplish. These two successful 
adaptations to the labor-shedding practices of the large firms worked 
because they served the interests of the membership of existing labor 
organizations as well as being in the interest of management. They also 
shaped the long-term paths of these industries-the choices available 
to firms as market conditions changed-by making it possible to 
maintain and reproduce a skilled and specialized labor force without 
long-term employment contracts. In the tradition of American 
industrial relations, these adaptations were local and industry specific. 
They represented the first phase of the contemporary fragmentation 
of industrial relations strategies; that based in sectoral strategies. 

The Second Wave of Fragmentation 

As the motion picture and eventually television industries carried 
out more production on the market, however, a set of broader 
developments occurred which changed "the rules of the game" for 
both labor and management and affected the viability of the flexible 
yet cohesive institutions that had evolved in response to vertical 
disintegration. These developments gradually transformed the nature 
of the work process and the culture of these industries. Among these 
developments were technological changes that made the production 
processes in television and film more similar to each other, and which 
allowed much production to take place outside the studio facility. In 
Los Angeles this meant that the city became, in effect, the "back lot" 
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for productions of all kinds (Christopherson and Storper, 1986). A 
second important change grew out of the entrepreneurial character of 
production in a vertically-disintegrated industry. Possibly the most 
important of the developments to occur in conjunction with the 
vertical disintegration of production, however, was a dramatic 
expansion in the size of the labor force. This expansion in labor supply 
was related to the ability to obtain necessary production skills outside 
the union apprenticeship system or the firm and to the relative ease of 
entry into the production side of these industries. 

By the mid-1970s what had been a relatively small labor force in 
motion pictures and allied services began to expand dramatically. 
While output in 1 982 was 63 .9 percent of total output in 1958 , 
employment was 237 .5 percent of the 19 58 total. There was 
differential growth in union membership during this period with the 
talent guilds showing explosive growth while the membership in 
"below-the-line" craft unions remained stable or even showed a 
decline {Gray and Seeber, 1991). Between the early 1970s and the mid-
1980s the Writers Guild grew from 8 00  to 6 000 members and the 
Screen Actors Guild from 13 ,000 to 54,000 members (Christopherson 
and Storper, 1989 ; Writer's Guild of America, 1989). The membership 
ranks of talent guilds continued to grow in the late 1980s as 
exemplified by the Writers Guild membership which grew about 7 
percent per year {Writers Guild, 1989). 

The composition of the work force and union membership also 
altered beginning in the mid-1970s. Since talent guilds are inclusive 
{allowing anyone practicing the occupation to join), their membership 
statistics are quite good indicators of employment trends in these 
occupations. Screen and television writing, as is the case with all but a 
few occupations in the entertainment media, is dominated by white 
men. Beginning in the late 1970s, however, the gender composition of 
the occupation began to change. Women accounted for approximately 
a fourth of the newly admitted members to the Writers Guild each 
year. In addition there was a small but perceptible increase in the 
percentage of minority members of this guild. Although minorities 
constituted between only 2 percent and 3 percent of total membership 
between 1982 and 1988 , and women members increased from 18 .8 
percent to 21.5 percent from 1982 to 1988 , a relatively higher 
percentage of minority and women members were admitted to Guild 
membership during this period of r apid expansion in total 
membership. The spurt in minority and female representation began 
in the early 1970s, coincident with the vertical disintegration of the 



IR IN THE ARTS AND ENTERTAINMENT INDUSTRIES 15 

media entertainment industries, and leveled off in the late 1980s 
(Writers Guild of America, 1989). Although more female writers were 
employed at the end of the 1980s, the earnings gap between female 
and male writers had considerably widened. In 1982 women writers 
earned 73 cents for each dollar earned by white males; by 1987 women 
were earning just 63 cents for each dollar earned by white males 
(Writers Guild of America, 1989). 

These figures from a Writers Guild study are suggestive of trends 
in the industry toward labor force expansion and the changing 
composition of the talent work force beginning in the 1970s. The talent 
work force became more heterogeneous with respect to gender and 
(to a much lesser extent) race and access to work and property rights. 
For example, a split emerged between "writer-producers" with 
entrepreneurial skills and property rights in the film or tape product 
and a vastly increased pool of writers with dramatically varying access 
to work. This heterogeneity is contained within the talent guilds 
leading to serious differences in interest between segments of the work 
force whose primary interest is access to work and those whose 
interests focus on property rights in the form of residual payments. 

In contrast with the talent work force, the below-the-line work 
force remained overwhelmingly dominated by white males. While the 
labor force expanded, union membership remained static. The work 
force became more heterogeneous but the major differentiation was 
between the organized and unorganized segments of the work force. 
The density of craft union membership fell dramatically in the 1970s 
and the number of nonunion productions rose from around 50 percent 
in the 1970s to between 60 percent and 80 percent in 1990. This decline 
took place during a period when profits in these industries rose 
dramatically. 

Despite the apparent decline in collective bargaining power for all 
people employed in craft occupations, there were increases in 
individual bargaining power within the craft union membership. A 
small but significant portion of the unionized craft work force, 
particularly in high prestige occupations such as cinematography, was 
able to use individual contract bargaining to obtain property rights 
and more lucrative employment contracts. Thus two different patterns 
of increasing heterogeneity emerged, one of heterogeneity within the 
occupational unions and the other between an organized and 
unorganized work force. 

As portions of the work force became more heterogeneous and 
skill acquisition occurred outside the context of union apprenticeships 
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and outside firms with a deep division of labor and clear hierarchies, 
the culture of production in the industry began to change. Three 
features of this new culture are especially noteworthy: (1) the 
breakdown of clear occupational identities and of the boundaries 
between management and labor, (2) the emergence of collaborative, 
entrepreneurial production processes, and (3 ) increasing proprietary 
attachment to skills and to the entertainment products. The new 
culture also broke down older forms of solidarity and produced 
contradictory interests within the work force and even within 
occupations. 

Conclusion 

In response to vertical disintegration, unions and employers 
negotiated a resolution that provided flexibility to employers and 
protected union bargaining power. These institutions created on the 
external market a parallel to the institutions which had been 
embedded in the relationship between labor organizations and large 
firms. This resolution of the problems of industrial relations in 
vertically distintegrated industries came out of the experience and 
expectations of labor and management as they developed in the studio 
"system" and in network television. 

They also took shape in response to the particular regulatory 
environment in the United States. These adaptations were local and 
industry specific. Another set of alternatives, another path, would have 
been followed where a national labor movement or national labor laws 
constrained the prerogatives of firms and imposed a measure of 
consistency across industries, firms, and places. The idiosyncracy of 
responses to sectoral transformation is the primary basis for 
fragmentation in U.S. industrial relations. 

The second level of fragmentation is attributable to heterogeneity 
of opportunity and interest within the work force. The flexible 
institutional innovations designed by the unions of the 19 50s worked in 
an industry in which production was carried out primarily by large 
firms, that is until the early 1970s. They began to come apart with 
increased vertical disintegration of production in the motion picture 
industry and television production in the 1970s and into the 1980s. The 
industrial relations system that had emerged in response to vertical 
disintegration was undermined by the inability of unions to control the 
labor supply. This failure was a consequence of: (1 ) the demand for 
new skills, both technical and entrepreneurial, outside traditional 
occupational definitions; (2) the development of alternative training 
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programs outside union control and jurisdiction; and (3) labor market 
pressure created by large numbers of labor force entrants with skills 
obtained outside the union context. 

Finally, there has been a continual fragmentation of interests 
among differently positioned segments of the work force because of 
the diversification of working conditions, types of employment 
contracts (union and nonunion) and along the lines of race, gender and 
age. The homogeneity that underlay the solidarity of the pre-1970s 
work force has been broken and, along with it, particular definitions of 
collective interest. 
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Bases of M e m ber  Attach m ent to 
U n i o n s  i n  Arts and E ntertai n m ent 

ARCHIE KLEINGARTNER AND ALAN pAUL 
University of California, Los Angeles 

In this paper we suggest the strategically important variables that 
aid the unions listed in Table 1 to maintain membership support and 
that underpin their ability to be effective in their representational 
function. This analysis will not apply in equal measure to every union 
and guild, but we believe that it addresses the situation in arts and 
entertainment as a whole. Although we join arts and entertainment for 
purposes of this paper, there exist important underlying differences. 
The arts, for example, include the notion of creating art for art's sake, 
in contrast to the largely commercial objectives of the entertainment 
sector. Yet, there also exist many points of overlap. Both sectors draw 
from the same talent pool, and many of the professionals and 
craftspersons cross between the two sectors in their struggle to earn a 
living and gain the professional recognition that can ensure a secure 
future. In both sectors, average income is low and unemployment is 
high, notwithstanding the public perception of these industries. The 
bulk of  arts and entertainment activity is impermanent and 
underfunded, and employment relationships are temporary and 
project oriented. 

There are no published studies that document membership trends 
of arts and entertainment unions. Any attempt to do so must deal with 
the fact that many individuals belong to more than one union and that 
these unions are characterized by multiple membership categories. 
Our own research indicates that between 1970 and 1988 the proportion 
of union members increased, although not every union shared in this 
growth. Unions in the performing arts-theater, dance, symphony, 
opera-mostly originated as part of the general expansion of craft 
unionism during the period of their formation (see Table 1) .  Although 
no definitive historical studies have been done, we can assume that 
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they formed for many of the same reasons, dismal working conditions 
and arbitrary treatment, that prompted unionization of other crafts. In 
entertainment-defined here as encompassing mainly broadcasting, 
motion picture, and television production-unions came later , 
following closely on the emergence of the requisite technologies. 
There is no significant occupational group-professional or craft-in 
arts and entertainment that has not been touched by a union, a guild 
or, at the very least, a nonbargaining quasi-union. The organizing 
impetus and present- day leadership for most of the unions come from 
the elites within the covered occupations. Although most of the unions 
fall under national jurisdiction, in practice, they adapt union rules and 
methods to the circumstances of particular occupational specialities 
and geographic areas. 

Our working hypothesis is that employee attachment to unionism 
and union effectiveness in arts and entertainment rest on the institu
tionalization of certain strategic practices and concepts that ( 1) re
spond to practical needs of employees, (2) generate interdependence 
between unions and employers, and (3) serve to sustain the arts and 
entertainment industries as a whole. We suggest that the unions' abil
ity to maintain membership support and ensure their own effective
ness in the industry primarily results from their activities in respect to 
the issues of ( 1) compensation arrangements, (2) cooperation in bar
gaining, (3 ) career protection, and (4) contingent membership. 

Miles (1989) uses the term "new age business unionism" to refer to 
a system of industrial relations that can deal with the challenges 
emerging from contemporary systems of production. Among the 
characteristics Miles lists as hallmarks of successful unionism in the 
21st century are geographically based unions, wage bargaining that 
focuses on obtaining a reasonable minimum wage, and fringe benefits 
that unions negotiate directly with benefit providers. Unions would 
work to cushion the effects of labor turnover by making benefits por
table across jobs and by providing relocation loans, housing assistance, 
and retraining. Insofar as several of these features have been 
developing in arts and entertainment unions over the past three or four 
decades, we suggest that labor relations in the arts and entertainment 
industries are a forerunner of the sort of system Miles envisions . 

In addition, the unions in arts and entertainment have responded 
creatively to many of the conditions suggested in an AFL-CIO report 
by the Committee on the Evolution of Work ( 198 5)  as root causes for 
decline of employee interest in unionism and deterioration of the 



"" 
TABLE 1 

0 

The Core Unions in Arts and Entertainment 

Core Unions Primary Jurisdiction 1970 
Membership0 

1988 

Above-The-Line Unions: 
Professionals/Performers 
American Federation of Performers in live and taped radio and television 24,000 63,000 ; 

::e 
Television and Radio Artists ;> 
(AFTRA/1937) t 
Actors' E�� Association Performers and stage managers in live theater 15,000 37,000 -3 
(Equity/1 13  ;I: 
The American Federation of Live and recorded �erformers on musical instruments 300,000 209,088 

;> 
z 

Musicians (AFM/1896) and live vocalists w o sing in nightclubs z 
c: 

American Guild of Musical Live performances of opera, dance and choral music 3,500 5,600 ;> 
Artists (AGMA/1936) r' 

American Guild of Variety Variety artists in musical and industrial shows, ice 3,012 5,500 
"0 
::e 

Artists (AGVA/1939) capades, cabaret, theme parks, travelling shows, and 0 
night-clubs (") t%1 

Directors Guild of America Directors, assistant directors, unit production managers 3,650 8,680 t%1 0 
(DGA/1959) in films and in live and taped television z 
Screen ACtors Guild Individuals whose performances are recorded on film 25,000 69,000 0 
(SAG/1933) and all performers in made-for television films and (/'} 

music videos 
Writers Guild of America-East Radio, television and fihn writers who live east of the 1,500 3,030 
(WGA-East/1954) Mississippi 
Writers Guild of America-West Radio, television and film writers who live west of the 2,846 6,200 
(WGA-West/1954) Mississippi 



Core Unions 

Below-The-Line Unions: 
Craft and Technicians 
International Alliance of 
Theatrical and Stage 
Employees & Motion Picture 
Machine Operators 
(IATSE/1893) 
National Association of 
Broadcast Employees and 
Technicians ( NABET/1933) 

TABLE !-(Continued) 

The Core Unions in Arts and Entertainment 

Primary Jurisdiction 

Support personnel in film, television, theater, and other 
live performances, including concerts 

Technical and related personnel in radio and television 
broadcasting, video and sound recording, and film 

Membership" 
1970 1988 

63,000 60,000 

8,640 12,000 

• Membership figures were obtained directly from the unions, and wherever possible checked against studies conducted by government 
or private research agencies. For additional details, please contact the senior author. 
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union role. The generally favorable appraisal that we give to these 
unions does not derive from evidence that these unions are powerful in 
the traditional sense of exercising control over work rules and job 
opportunities, or from their having negotiated pattern setting salary 
rates for their members. Perhaps two or three of the unions in Table l, 
SAG for example, might fit the definition of a powerful union in its 
jurisdiction. Unions in arts and entertainment are effective, relevant, 
and valued by the workers in the industry without being powerful in 
the sense of being able to impose their will on employers through 
strikes. 

The industry leadership in arts and entertainment that guides 
relations with unions may be portrayed as a set of concentric circles. In 
the center stand the major employers (major studios in film and TV, 
Broadway producers in the theater, etc.), companies whose economic 
success and artistic leadership make them the leaders of the industry. 
Although the composition of the inner core changes over time because 
of mergers and takeovers, it remains remarkably stable in terms of size 
and the percentage of artistic or entertainment product. These core 
organizations dominate the industry trade associations and negotiate 
the collective contracts that set the pattern for the industry. Although 
contract negotiations may be contentious, the major employers accept 
the unions as an integral part of the industry governance structure. 

The core employers and the unions negotiate collective agreements 
that articulate the basic standards; these contracts that provide a 
significant role for unions in both scope and depth of participation in 
decision making. At the same time, the unions realize that they must 
adjust the industry standards as they interact with the many marginal 
producers in this industry. The unions, in turn, devote substantial 
energy and resources to dealing with disputes involving these fringe 
operators and use the experience to impress on their members the 
value of a union to ensure employer adher_ence to minimum 
employment standards. Out of this practice come such things as 
agreements which tie compensation at least in part to the size of the 
employer's budget, or to the number of seats in a theater, variances 
that are proxies for ability to pay. It means that workers in marginal 
organizations may receive reduced wages, but at least they retain 
health insurance and the marginal producers are prevented from going 
into bankruptcy. 

The unions in Table l have a finely honed responsibility toward 
their members. They were established to deal with real work 
problems and that has remained their preoccupation. In their early 
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days the unions were preoccupied with jurisdictional issues and with 
gaining basic protections for members: health and medical protection, 
grievance procedures, job security. These bread and butter concerns 
have remained core functions. After basic protections were obtained, 
the unions representing professional employees quickly sought ways 
to deal with such concerns as creative control over product, 
opportunities for professional growth, and protection from over or 
abusive exposure. 

While devoting their attention to solving practical membership 
problems, the unions have not shied away from entering into arrange
ments that link their interests and those of management. This interde
pendence is not synonymous with such fashionable terms as union
management cooperation, win-win bargaining, and the like. Strikes 
and conflict, as well as cooperation and harmony, have been hallmarks 
in most segments of arts and entertainment. By interdependence we 
mean that there exists a web of relationships and governance activity 
between unions and employers that would make it difficult for major 
employers to function at all without the union as an active participant. 
Although this role is not performed to an equally important degree by 
every union in Table 1 ,  it is characteristic of unionism in arts and 
entertainment as a whole. It can be seen in such activities as 
administration of compensation, the audition and casting process, the 
roster system, merging of the employee and managerial roles (e.g., the 
dancer who is also the choreographer; the actor who is also the 
producer or director; and the role of agents in individual contract 
negotiations). Compared with many other industries, the traditional 
union-management divisions have become blurred. 

Much of the arts industry-as distinct from entertainment, which is 
predominantly commercial-operates in the nonprofit and public 
sectors. In the nonprofit arts, a constant problem for employers and 
unions alike is the income gap made famous by the pioneering studies 
of Baumol and Bowen (1 966)  and the shifting and uncertain role of 
government, and foundation support. The unions join in common 
cause with employers to expand the volume of arts activities, and in 
that way expand the revenue base. In the commercial sectors, 
changing technology and keeping American entertainment product 
dominant in the global market are key contemporary challenges for 
the unions and employers. 

By and large the unions no longer fight new technology; they seek 
to gain a share of the revenue for their members from expanded 
markets made possible by technology. Unions and employers 
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cooperate in such areas as popularizing arts and entertainment through 
trade shows, honors, awards, and the like. They also cooperate in 
education and programs to promote marketing. The trust fund 
pioneered by the American Federation of Musicians provides paid job 
opportunities for musicians ,  but it also enlarges the public 
appreciation of the classical arts and in that way expands the 
opportunities for paid employment. 

I nstitutionalization of Practices and Concepts 

Arts and entertainment generate an extraordinarily diverse range of 
economic circumstances and organizational product that shape the 
structure and behavior of the unions. Table 2 summarizes the 
institutionalized effects of the strategies unions have adopted in four 
areas. They help to keep each generation of new entrants into the labor 
force committed to unionism, generate interdependence with the 
employers, and promote industry growth. 

Compensation 

Negotiated pay packages are complex and tailored to the specific 
circumstances of relatively small categories of workers. They suggest 
a deliberate attempt to shape compensation arrangements to the needs 
of a diverse membership in a decentralized industry structure. Each 
union has its philosophy of compensation. We can illustrate their 
overall thrust by examining the entertainment industry pay 
arrangements which the Alliance of Motion Picture and Television 
Producers negotiates with the DCA, WGA, SAG, and lA TSE. A three
tiered compensation system operates to provide a basic minimum pay 
rate; a framework for negotiation of personal services contracts; and 
an industry-wide system of supplemental payments, i.e., residuals. 

At the center of every basic agreement is a schedule of minimum 
compensation rates. Generally speaking, once a worker has been 
hired, payment of the minimum compensation is not contingent on the 
quality of his or her contribution, or on the success of the final product 
in the marketplace. This is part of the front-end money that all 
producers must have available. Most below-the-line workers are paid 
at the minimum wage rates, which constitute the industry's standard 
"union scale." For the above-the-line workers, however, only the 
entry-level workers receive the minimum scale. 

Personal service contracts between individual artists and employ
ers recognize that certain individuals have market value greater than 
the collectively defined standards even though their productivity 
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depends on the collaborative efforts of their coworkers (Jones, 1991). 
The negotiation of personal service contracts is the highly practiced 
domain of the artists' agents and producers' attorneys. It is the ultimate 
symbol of having made it in the industry, and the details are highly in
dividualized. 

Personal service contract provisions take three main forms. First, a 
fixed compensation element typically replaces the basic agreement's 
minimum rates with rates that reflect the worker's higher market 
value. Second, producers frequently must also offer contingent 
compensation, usually in the form of a percentage of net profits, gross 
receipts, merchandise sales, and the like, or as a promise to hire the 
worker in a similar capacity for any sequels. Perquisites are a third 
form of compensation. These most commonly take the form of 
"location amenities," such as special travel and housing provisions 
when working away from the studio. 

The third element in this three-tiered compensation system is 
residual compensation. Residuals are additional payments to workers 
for the exhibition of an entertainment product in a medium other than 
the one for which it was originally created, or for its reuse within the 
same medium. Residuals (also known as "reuse fees," "new use fees," 
"royalties," or "supplemental contributions") became a major 
bargaining issue in the 1950s, when commercial television created the 
possibility for the transfer of theatrical motion pictures to a new 
medium. While television offered producers a new market for the sale 
of existing products, workers viewed the transfer of existing 
entertainment products as an alternative to the production of new 
material and contemplated a potential loss of employment opportu
nities. Actors also feared that widespread reuse of their images would 
devalue those images in the public eye and so reduce demand for their 
individual talents. Similar arguments have been advanced with each 
new technological advance (such as cable television or videocassette). 

The unions have two fundamental objectives in bargaining over 
residuals: (1 ) to obtain residual payments for each new market into 
which entertainment products are transferred, and (2) to obtain the 
most generous compensation possible for that transfer. But negotiating 
the residual entitlements is just the beginning of the unions' involve
ment-they also assume the major responsibility for administering the 
highly complex residual payment provisions, including researching, 
auditing, and enforcing payments by producers inclined to defraud 
workers. The complaints of some employers that residuals constitute 
an attack on private property rights and an unacceptable incursion into 



Union Concepts 
and Practices 

Compensation 

Cooperation in bargaining 

TABLE 2 
Effects of Union Concepts and Practices on Member Attachment 

Respond to Practical 
Needs of Members 

-Basic minimum wages 
-Portable benefits 
-Pay augmentation through 

individual bargaining 

-Ad hoc resolution of 
work problems 

-Reciprocity agreements 

Promote Union-Management 
Interdependence 

-Joint administration of 
compensation system 

-Peer relationship and shared 
governance 

-Generous use of sidebar 
agreements to accommodate 
special cases 

-Full financial disclosure 

Sustain Arts and Entertainment 
as a Whole 

-Waivers for marginal 
producers 

-Performance trust funds 
-Pay tied to product revenues 

-Joint union-employer programs 
to address threats to productivity 
and competitiveness 

-Educational and research 
programs 

-Expand industry revenue base 



Union Concepts 
and Practices 

Career protection 

Contingent membership 

TABLE 2-(Continued) 

Effects of Union Concepts and Practices on Member Attachment 

Respond to Practical 
Needs of Members 

-Protection of creative and 
intellectual property 

-Talent development and 
showcasing 

-Protection of creative 
standards 

-Bundling of talent 

-"Honorable withdrawal" 
-Multiple union memberships 
-Dues based on earnings 

Promote Union-Management 
Interdependence 

-Apprenticeship programs 
-Encouragement of "hyphena-

tion" 
-Tenure and peer review 

committees 
-Adherence to labor standards 

(e.g., education of child actors) 
-Credit committees 

Sustain Arts and Entertainment 
as a Whole 

-Honors and awards to highlight 
achievements 

-Waiver of union rules for 
benefit performances (e.g., 
comic relief) 

-Affirmative action programs and 
research 

-Student memberships 
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managerial prerogatives are muted by the reality that the industry has 
lived with and thrived on residuals for almost 40 years. 

Examination of the compensation arrangements negotiated by the 
entertainment unions leaves little doubt that, despite their elitist 
pretensions, they are as oriented toward the bread-and-butter issues as 
any AFL-CIO affiliate. What distinguishes them is that they have 
seized the opportunity to enlarge the parameters of bargaining over 
pay and have been willing to share in the risks of the entertainment 
industry by not requiring all compensation to be loaded at the front 
end. Union members invest substantial personal capital in the products 
they create and, like other professionals, they want to participate in the 
economic gains that are the fruits of their labor. 

Cooperation in Bargaining 

Unions in arts and entertainment are seldom in a position to use the 
strike weapon effectively, but this has not kept them from being 
successful in the union-management relationship. They cooperate 
among themselves to gain leverage in their individual bargaining with 
employers and to deal with problems that transcend the capacity of a 
single union to deal with effectively. The Department of Professional 
Employees (OPE) has made notable contributions in these regards. 

Sharing in the gains of new technology provides a case in point of 
how cooperation has served the interests of both employers and em
ployees. Instead of merely fighting over the distribution of additional 
revenue sources created by the technology, unions and employers, 
with considerable assistance from the OPE, are jointly addressing the 
problem of misappropriation of technology made possible by the 
vastly increased capacity to copy valuable TV programs and prere
corded videocassette tapes. The industry as a whole loses many 
millions of dollars annually through uncompensated copying. Accord
ingly, if unions tried to make up for reduced incomes and lost oppor
tunities simply by gaining concessions from employers, they would 
meet with strong resistance from an industry also deprived of its right
ful revenues. Unions and employers, therefore, have joined together to 
uncover and police this unauthorized infringement and to lobby Con
gress for protective legislation. Although the OPE does not engage di
rectly in collective bargaining, its communications, research, and ad
visory roles serve to a considerable extent as an augmentation of indi
vidual union bargaining and supplement it on matters that concern arts 
and entertainment as a whole. 

A distinctive feature of the arts is that most of the performing 
groups are nonprofit organizations. In this sector, and in public sector 
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arts organizations as well, it is not always clear who the real, ultimate 
management is (Faine, 1986) . Increasingly it is necessary for unions 
and management in the nonprofit arts sector to cooperatively 
approach boards of directors or otl 1er ultimate funding sources to 
conclude contracts that the principal negotiators, because of shared 
experiences and artistic values, are able to agree on but cannot fund. 
In a sense it puts management and labor on the same side of the 
bargaining table. In the commercial sectors of arts and entertainment 
there is also growing evidence of increased cooperation between 
unions and major employers in bargaining, not because there is 
uncertainty about where ultimate management authority resides, but 
because of foreign competition and the proliferation of operators who 
wish to remain nonunion. 

Career Protection 

Few individuals in arts and entertainment spend an entire career 
within the industry; even fewer devote an entire career to a single 
organization. (Exceptions would be such professionals as symphony 
musicians and museum curators.) In many respects the union is the 
most durable attachment that members have to the industry. It was not 
always so. For example, until about 1950, the film industry followed a 
mass production method with most employees-top to bottom
under contract to a single studio. 

Career patterns for above- and below-the-line workers have many 
similarities. Above-the-line workers are characterized by a highly 
developed professional identity as performers, directors, writers, and 
so on. And the notion of craft is still deeply imbedded in the below
the-line workers. The casual nature of the labor market for most jobs 
in arts and entertainment focuses the attention of unions on career 
development. It is quite common, for example in commercial theater, 
for organizations to be formed to produce a particular play or to make 
a particular film or video. They often disband as soon as the play 
closes or business associated with production is completed. Jobs tend 
to be of an ad hoc and short-term nature. Performers and supportive 
personnel rarely work for the same organization for an extended 
period of time. The constant changing of jobs places employees in a 
vulnerable position. 

Thus unions, in collaboration with employers, have assumed 
responsibility for providing a broad range of services to members that 
protects them against various hazards of the labor market and 
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enhances their attachment to the union and to the industry: job 
referrals, assistance in establishing eligibility for unemployment 
insurance or other benefits, transitional loan fund programs, job 
placement activity including auditions, training programs, and so on. 
For many of these reasons, as Moskow (1970, p. 68) has pointed out, 
" . . .  most unions in the performing arts rarely try to organize new 
members; instead the potential member seeks out the union." Unions 
have all adopted programs to encourage access of newcomers to gain 
experience, and for the exceptionally talented to move to the head of 
the line when the most desirable work opportunities are handed out. 

Contingent Union Membership 

In industries characterized by frequent shifts in the volume and 
type of employment, unions cannot be credible representatives of 
worker interests unless they can facilitate workers' mobility within the 
labor force. The unions representing stage, screen, and television 
workers have developed several institutions and practices toward this 
end. 

Chief among these is a dues structure where payments are indexed 
to income. Dues for DCA and WCA members, for example, are levied 
as a flat percentage of their annual income from union-covered 
employment (between 1 and 1.5 percent). In practice, this leaves the 
cost of union activity to be borne mainly by the cadre of successful 
workers, imposing only a small burden on the many marginal workers. 
All of the unions also have simplified the procedures for "honorable 
withdrawal" of membership, which allows suddenly unemployed 
workers to pay nominal or no dues until they are rehired, at which 
point the full rights and obligations of union membership may be 
automatically reinstated. The AFM also has a membership category 
for music students which allows neophytes to begin their working 
careers under the union banner, and the DCA has a mentoring 
program aimed at film school students. This system responds to the 
practical needs of employees for a dues structure that fluctuates with 
their employment fortunes. 

The fact that many creative workers seek employment in a variety 
of venues and even in a variety of positions engenders another set of 
institutions and practices that generates significant union-employer 
interdependence. Because many workers hold membership in more 
than one union (Ruttenberg et al., 1980}, the unions and employers 
must cooperate to determine which contract and working rules will be 
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administered and by which union; this has even led to joint collective 
bargaining in the case of SAG and AFTRA for television actors. Also, 
the various guilds must cooperate to apportion dues for workers who 
perform multiple tasks on a project. 

Finally, the pension funds and health and welfare funds are 
managed such that interruptions of employment are treated liberally 
with respect to vesting and benefit eligibility. Moreover, unemployed 
workers' access to health insurance is guaranteed through self
payment provisions that are written into the collective bargaining 
agreement. This contributes to the overall vitality of the arts and 
entertainment sector as a whole by promoting a healthy work force 
and by encouraging workers to continue seeking even marginal 
employment as a way of renewing their vestment in the special benefit 
funds. 

In sum, unions in arts and entertainment have learned that serving 
the practical day-to-day interests of their members and maintaining 
member support are enhanced when they and the employers have a 
strong joint governance system, and when both parties view their own 
interests as closely linked to the well-being of the arts and entertain
ment industry as a whole. 
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N ew Col lect ive Bargai n i ng Strateg i es 
for the 1 990s :  Lessons from 
the M ot ion P i ct u re I nd u stry 

J.  NICHOLAS CouNTER Ill 
Alliance of Motion Picture & Television Producers 

The motion picture industry is perhaps the most heavily unionized 
industry in the United States today. Laborers, carpenters, electricians, 
drivers, technicians, sound mixers, cinematographers, art directors, 
editors, actors, writers, and directors are represented by unions and 
guilds and are covered by industry-wide collective bargaining agree
ments. 

Likewise, the motion picture industry has the most extensive his
tory of collective bargaining on an institutionalized basis dating back 
to the '30s and '40s. In light of the extent and duration of its collective 
bargaining history, the motion picture industry can certainly be said to 
provide a laboratory environment for techniques of collective bargain
ing. 

From time to time, the industry has experienced its share of 
disruptions and major strikes. Like other industries, the motion picture 
industry had its share of organizational and jurisdictional strikes in the 
early days when unions were fighting for representation and 
jurisdiction. Those strikes were ultimately settled in the '40s with the 
emergence of the International Alliance of Theatrical Stage Employ
ues (IATSE) as the collective bargaining representative for most of the 
crafts and technicians employed on motion picture productions. The 
IATSE contracts were later extended to television programs produced 
by the motion picture studios (as distinguished from the networks). 

Perhaps the most notable of those strikes occurred in 1960 when 
both the writers and actors engaged in strikes that shut down the 
industry. One important result of the 1960 strikes was the establish
ment of industry-wide pension plans that gave a predominantly 
freelance work force the ability to work for several employers in a 
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given year and yet qualify for pension benefits based upon all of those 
earnings. 

The impetus for finding new strategies for collective bargaining 
occurred in the 1980s. In 1980 and 1981, the industry experienced three 
major strikes-first, by the actors, followed by the musicians and 
finally the writers. For a period of ahnost a year the industry had to 
deal with a strike by a major guild representing employees industry
wide. 

One important result of those strikes was the formation by 
management of a new collective bargaining association, the Alliance 
of Motion Picture and Television Producers (AMPTP). The alliance 
was formed as a trade association in 1982 for the express purpose of 
unifying the major studios and independent producers in their 
approaches to collective bargaining. Management felt that unification 
would strengthen its hand, thereby making strikes less likely in the 
future. 

The lack of unity in the preceding decade had certainly hurt the 
industry in reaching contract settlements. At one point in the mid- to 
late '70s, there were two "competing" industry groups bargaining with 
the same unions at the same time. One group was headed by the 
Association of Motion Picture & Television Producers, which repre
sented Twentieth Century-Fox Film Corp., Warner Bros., Columbia 
Pictures Industries, Metro-Goldwyn-Mayer Film Co., and Walt Disney 
Productions. The other group, "the Alliance," was comprised of com
panies that had formerly been a part of the association, but who had 
split off in the mid-1970s as a result of disagreements over bargaining 
strategies. (Universal City Studios, Lorimar Productions, Paramount 
Pictures Corp. and MTM were among the companies in the latter 
group.) Since the two groups' bargaining objectives were neither 
identical nor coordinated, the guilds found themselves in the happy 
position of securing different concessions from the two groups and 
then returning to each group to seek agreement on the concession the 
other had made. This proved to be a successful bargaining strategy for 
the guilds, since neither of the industry groups was in a position to 
refuse to grant a concession made by the other for fear that the group 
that refused would be struck while the other group reached an 
agreement that enabled it to continue production of motion pictures. 

By the time the negotiations with the Screen Actors Guild 
commenced in 1980 the association had been further fractured. Both 
Disney and MGM had withdrawn from the association after the 1978 
negotiations with the Directors Guild of America. Thus when the 
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industry appeared at the bargaining table in 1980 and 198 1, it did so on 
a coordinated basis but with no commitment to unity by the various 
companies. 

The notion that sparked the creation of the alliance-that 
unification would strengthen the industry and make strikes less 
likely-turned out to be valid, at least until 1988 . 1  In retrospect, 1988 
will be viewed as the turning point leading to new approaches to 
collective bargaining in the motion picture industry. More than six 
months of that year were consumed by strikes, first, by the Writers 
Guild from March until August and then by the Teamsters and other 
basic crafts unions during the month of October. Needless to say, the 
damage from these strikes was felt both inside and outside the 
industry, not only by those directly involved, but by others who 
suffered lost employment or whose projects were abandoned because 
of the strike. The loss of income and contributions to pension and 
health plans was enormous. A multitude of small businesses that 
supply materials and goods to the major studios also suffered and 
some have never recovered. The networks were forced to delay the 
start of their fall season. While there were other contributing factors, 
the delay in the fall season and more reruns certainly added to the 
decline in the audience watching network programs. 

Those strikes thus became the catalyst for new laboratory 
experiments for collective bargaining in the motion picture industry. 

New (and Some Old) Approaches to Collective Bargaining in the 
Motion Picture Industry 

Early Warning Bargaining 

Negotiations well in advance of the contract expiration dates have 
resulted in peaceful settlements for all of the industry-wide collective 
bargaining agreements negotiated in the motion picture industry since 
1988 . The agreements covering the technicians and crafts represented 
by the IA TSE and basic craft unions were settled two months in 
advance of their respective expiration dates. The agreements with the 
actors and directors were reached five months in advance and the 
agreement with the Writers Guild was reached over a year in advance 
of the expiration date. 2 

These early settlements were caused by two main factors. First, 
labor and management representatives on both sides of the table 
recognized the need for continuity of production and the irreparable 
damage that could result from more s trikes in the industry. 



lR IN THE ARTS AND ENTERTAINMENT INDUSTRIES 35 

The second main cause for these early settlements may be unique 
to the motion picture industry, but its underlying premise has 
application to other industries. This is the phenomenon which has 
become known as the "de facto strike" and which results from the lead 
time necessary to avoid exposing a motion picture production to a 
shutdown due to a strike. The work required to plan and produce a 
motion picture takes about five months from the start of preproduc
tion to the end of photography.3 Thus when the industry is facing a 
June 30th contract expiration date, the decision whether to commence 
preproduction must be made in February. Since producers are not 

willing to risk a shutdown of a $20,000,000 or $30,000,000 production, 
production starts grinding to a halt in March unless a settlement is 
reached prior to that time. 

Obviously, a production slowdown or even the prospect of a 
slowdown provides a powerful incentive for the parties to reach an 
early agreement. While this might appear to be unique to the motion 
picture industry given the high stakes that are involved, the principle 
would seem to have application to other industries where prestrike 
planning takes place as part of the bargaining process. An early 
agreement also avoids the costs attendant to prestrike planning as well 
as disruptions or rushes in the normal flow of production. 

The key element needed for an early contract resolution is to 
convince both sides that the cost of prestrike planning can be avoided 
with early warning bargaining. This also avoids "eleventh hour" 
bargaining mistakes and failure to obtain a meeting of the minds on all 
points, which often result when confronted with a last-minute strike 
deadline. 

Cooperative Committees 

Labor-management cooperative committees have long been 
recognized as a valuable tool in fostering better understandings 
between the bargaining participants, which can pave the way to 
peaceful settlements at contract expiration time. The idea is that 
differences over the interpretation or application of the contract can 
be resolved or compromised in a forum where the parties candidly 
discuss their problems with the other side's position. In the motion 
picture industry these committees were established many years ago 
but had fallen into disuse. At least part of the reason was the fact that 
the AMPTP represents a group of many different employers with 
many different interests and concerns. 4 Thus, not all of them may be 
willing to compromise a given point in midterm of a collective 
bargaining agreement. 
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Similarly on the u.1ion side, the interests are often disparate and 
fragmented. For example, the IATSE, which represents the various 
craftspersons and technicians who are employed on movie and 
television production crews, has 23 different local unions in Los 
Angeles alone. There are separate locals for highly-skilled positions 
such as cinematographers, editors, and sound mixers, along with 
separate locals representing traditional crafts such as carpenters and 
electricians. Biannual election of business agents can also be a political 
impediment to the effectiveness of cooperative committees. 

Even so, the AMPTP and the lA TSE have found that an expanded 
version of the old cooperative committee system can work even in a 
multiemployer, multilocal union context. Patterned after the success
ful CBS and IBEW model, AMPTP company representatives and rep
resentatives of the international and local unions of the lA TSE meet on 
a quarterly basis to discuss issues of mutual concern. Each side makes 
presentations as to matters that affect the industry such as the econom
ic state of the business, status and changes in the industry-wide pension 
and health plans, and new contracts and organizing efforts by the 
IATSE. 

As a result of the last round of negotiations, the subject matter for 
these quarterly meetings has been expanded to include issues that 
were raised in the collective bargaining negotiations and then deferred 
to the quarterly meetings. Rather than reaching potential loggerheads 
at the bargaining table, the parties decided to discuss these issues 
further in the cooperative committee context. As a result, changes in 
past practice satisfactory to both sides were achieved as a result of 
rational discussion as distinguished from the demands and posturing of 
collective bargaining. 

Beyond Cooperative Committees to Contract Adjustments 

As mentioned above, the Writers Guild and the AMPTP have 
agreed to an extension of the 1988 Guild Agreement to May 1, 1995. 
This historic contract extension was agreed to more than a year in 
advance of the contract expiration date . (See endnote 2.) 

The primary ingredient that allowed for this unique extension was 
an alternative bargaining technique proposed by the Writers Guild .  
This proposal, which was embraced by the AMPTP, established a 
Contract Adjustment Committee that provides an alternative forum 
for bargaining during the term of the agreement without the threat of 
either a strike or lockout hanging over the parties . 
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To ensure that the Contract Adjustment Committee will work, the 
parties agreed upon several procedural mandates. First, the commit
tee, which is comprised of representatives of the guild and the compa
nies, is required to meet to discuss amendments to the contract eacb 
year of the agreement. Each side is required to bring at least two pro
posals to the committee meetings. Target dates are established for the 
purpose of completing committee deliberations. Any amendments 
agreed upon by the committee are subject to ratification by the mem
bership of the guild. 

The underlying theory for the workings of the committee is akin to 
win-win bargaining. Each side presents its proposals outside of the 
normal rhetoric and posturing of collective bargaining. The proposals 
are handled as discussion items and are backed by rational arguments 
as to the need for the changes sought. The other side is then compelled 
to deal with the facts as presented and respond accordingly. 

The first step is to determine where there are any solutions that will 
benefit both sides. If only one side stands to benefit, it is then 
determined whether the basis for the proposed change is so 
meritorious as to warrant agreement without any quid pro quo. 
Realistically speaking, given the mature bargaining agreement that the 
parties are addressing, this is likely to be a rare event. 

Nevertheless, it is in this mutual problem-solving context that other 
alternatives are pursued and possible trade-offs are discussed. Thus, 
the relative merit of the proposals becomes the measuring stick rather 
than the relative strength or power of the bargaining parties. 

As of this writing, the AMPTP-WGA Contract Adjustment 
Committee deliberations are ongoing with a target date for agreement 
on this year's issues of May 1, 1992. While it is premature to predict the 
ultimate outcome of those deliberations, it is clear thus far that the 
parties are making a sincere effort to address the issues on the merits 
rather than on the basis of bargaining strength, actual or perceived, of 
either side. At a minimum, a better understanding as to the needs and 
concerns of the respective parties will be achieved. 

Conclusion 

The seminal lesson is that the losses inflicted on all parties by strikes 
and lockouts can never be recouped and therefore practitioners must 
find alternatives that preserve the integrity of the bargaining process 
and achieve agreements by mutual consent. The suggestions described 
above are designed for that purpose. They are presented here to 
stimulate further exploration and innovative solutions. 
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Endnotes 

1 Between 1982 and 1988, the AMPTP negotiated over 150 industry-wide collective 
bargaining agreements without any major disruptions. During that period there were 
only two strikes of limited duration (two weeks}: one by the Writers Guild in 1985 and 
the other by the Screen Extras Guild in 1987. 

2 The AMPTP-WGA Agreement that settled the 1988 strike was not scheduled to 
expire until May 1, 1992. In December of 1990 the bargaining parties reached agreement 
to extend that contract until May 1, 1995. That extension agreement was overwhelmingly 
ratified by members of the WGA in March of 1991. 

3 Preproduction work on a theatrical motion picture generally starts with the hiring 
of the director and includes breakdown of the script, casting sessions, hiring the 
principal and supporting cast, scouting locations for shooting and selecting the crew. 
The preproduction phase usually takes one to two months; principal photography takes 
on average about three months. 

4 Besides the dichotomy between theatrical motion pictures and television programs, 
there are variations in the type of entertainment programs that are produced for 
television. For example, Jlroducing a comedy-variety show such as "Saturday Night 
Live" is substantially different from producing a dramatic program such as "The 
Commish" or "The Trials of Rosie O'Neill." Production has also expanded into many 
new markets, including basic cable, pay television, foreign television outlets and 
videocassettes. 



DISCUSSION 

LOIS s. GRAY 
Cornell University 

Despite the importance and visibility of arts and entertainment, 
surprisingly little is known about labor relations in these industries, 
outside their inner circles, and little has been written or published. One 
of the reasons for this neglect is implicit in the question that Susan 
Christopherson raises in a footnote, "Is the AEEM industry sui generis 
or does it have enough in common with other sectors to have 
something to tell us about industrial relations in the economy as a 
whole?" Does what happens in arts and entertainment (AE) really 
matter to the ILR field? 

Members of our panel answer this question in the affirmative. Each 
believes that AE experience has something to teach us, but they differ 
about what the lessons are. To begin with, panel members have 
divergent viewpoints on the climate of labor-management relation
ships-whether the trend is toward conflict or cooperation. Archie 
Kleingartner and Alan Paul contend that one of the key attributes of 
unions in AE is their cooperative, interdependent relationship with 
employers and their continuing support for the welfare of their 
industries. Susan Christopherson, in contrast, sees conflict as unions 
decline in power in response to adversarial organizational pressures 
from increasingly powerful employers. While Nick Counter acknowl
edges a recent history of conflict, with strikes on the rise in the 1980s 
running counter to the national trend, he assures us that the parties 
have learned from this experience to avoid the attendant risks and are 
currently moving toward consultative win-win strategies toward their 
mutual advantage. Professors Kleingartner and Paul point to AE 
unions as prototypes for "new age business unionism"-models whose 
practices could revitalize the role of unions in our society by surmount
ing many of the problems which are leading to decline in other sectors 
of the labor movement. Christopherson, on the other hand, sees growing 

Author's Address: NYSSILR, Cornell University, 15 East 26th St., New York, NY 
10010. 

39 



40 IRRA 44TH ANN UAL PROCEEDINGS 

fragmentation in the AE work force and declining solidarity among 
the unions. These contrasting descriptions of the same industry remind 
us of the classic parable of the blind men and the elephant. Each 
reflects a different perspective-Kleingartner and Paul judge by 
results-high union density and continuing growth; Christopherson 
focuses on the threatening direction of changes in demographics and 
organization, and Counter is pleased with progress in the process of 
settling labor-management disputes. In addition, these comparisons 
reflect the hazards of generalization about the complex set of players 
in arts and entertainment, players who differ among themselves 
almost as much as they differ from unions and employers in other 
sectors of the economy. While AE employers have such common 
characteristics as growth, risk, globalization, overlapping markets, and 
increasingly interrelated ownership, they have many competing 
interests as well. AE unions are even more heterogeneous, with 
structures varying from industrial (i.e., the National Association of 
Broadcast Employees and Technicians, which organizes wall to wall) 
to crafts (i.e., Screen Actors Guild, which represents only the 
performers in films, and the International Association of Theatrical 
and Stage Employees, which is segmented into locals with narrowly 
defined jurisdictions). Some unions are centralized in jurisdiction and 
bargain on a national basis; others negotiate locally and sometimes 
conflict even with the bargaining strategies and objectives of other 
locals in the same international and the same work jurisdiction (as 
evidenced in the shutdown of the New York film industry last year 
when the New York City camera locals refused to accept the bargain
ing settlement that had been agreed to by their lA counterparts on the 
West Coast) .  

AE unions also differ dramatically in practices and policies that 
impact on labor-management relations outcomes. While most talent 
unions have accepted the introduction of new technology and 
concentrated their efforts on achieving a share of  the revenue, the 
American Federation of Musicians and the unions representing crafts 
and technicians have most!'l resisted changes that threaten their jobs. 
Thus, the picture drawn by Kleingartner and Paul is primarily based 
on talent unions which are expanding and prospering in this era of 
rapid technological and organizational change, while Christopherson's 
more pessimistic view reflects the negative experience of craft and 
technical unions that are losing membership and bargaining power as 
a result of these same forces. 
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Needed are in-depth studies of each of the sectors, and an 
interchange of experience and viewpoints concerning these industries 
which are so important to our national economy. These papers 
constitute an important contribution toward this objective. 
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The Re lat ive Attract ive ness T heory 
of G e nder S e g re gat i o n :  
T h e  Case of Phys i c i a ns 

MYRA H. STROBER 
Stanford University 

The usual "person-on-the-street" or even "social scientist-on-the
street" explanation of gender segregation is a supply-side explanation : 
women are or are not found in occupation "X" because of some 
characteristic women are thought to have (or lack). For example, the 
story goes, women are not found in "X" because they are not muscular 
enough, or smart enough, or educated enough, or don't like the 
occupation enough, or aren't willing to work the long hours that the 
occupation entails, e tc. The implication is that the system of 
occupational segregation could (and would) change if only women 
could (or would) change. The human capital, status attainment, and 
socialization theories are merely sophisticated versions of this type of 
supply-side explanation for occupational segregation. 

The relative attractiveness theory that I have been developing over 
the past ten years challenges this supply-side mentality (Strober and 
Tyack, 1980; Strober, 1984; Strober and Lanford, 1986 ; Strober and 
Arnold, 1987 ; Strober, 1988 ; Strober and Catanzarite, 1989 ; Strober, 
19 90). It argues that the determination of the gender composition of an 
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occupation depends upon the demand side of the market as well as on 
the supply side and, equally saliently, upon the power relations 
between men and women in the society at large. The theory argues 
that for the system of occupational segregation to change, much more 
than simply women's characteristics and tastes would have to change. 

Interest in gender segregation results from concern about both ef
ficiency and equity. By inhibiting people from working in occupations 
that match their skills and talents, occupational segregation lessens 
both potential economic output and individual satisfaction. Moreover, 
the system of segregation contributes to a differential in earnings 
between women and men that further distorts both efficiency and 
equity (Blau and Beller, 19 88; England et al., 19 88; Fields and Wolff, 
1991). 

The purpose of this paper is to further our understanding of the 
process of gender segregation by (1) summarizing the theory of 
relative attractiveness, and (2) introducing some recent data from 
medicine to further illustrate the operation of the relative attractive
ness framework. 

The Relative Attractiveness Theory 

The theory of relative attractiveness is motivated by five questions 
about the processes of gender segregation: (1 ) How is it decided which 
gender will be incumbents in particular occupations? (2) What forces 
keep the gender composition of occupations stable? (3) How and why 
do occupations change their gender designation? (4) What happens to 
the relative pay and status of occupations when they change their 
gender composition? (5) What is likely to happen in the future to the 
system of gender segregation? This paper deals with questions 1 and 
3 .  

Briefly, the theory's argument is as follows: The factors that affect 
demand and supply in the labor market are embedded in societal 
power relations that include racism and sexism. Because of these 
power relationships, women and men have unequal access to 
occupations. In particular, unequal power relations in the society at 
large is reflected in the labor market by employers' giving white men 
first choice of relatively attractive occupations. 

There are four elements of occupational attractiveness, all of which 
are relative to workers' human capital: (1 ) the monetary return on 
workers' investments in human capital; (2) the working conditions of 
the occupation; (3 ) the degree of power, prestige, and status the 
occupation holds in the society at large; and (4) the potential for future 
rewards in the occupation. 
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Certainly it is not the case that any white man can find employment 
in any occupation he fancies ; job offers depend not only on race and 
gender, but also on having the requisite skill to perform the job (or at 
least the requisite educational credential to be trained to perform the 
job) and may also depend upon age and other factors such as social 
class. 

In deciding which occupations to inhabit, white men choose those 
occupations that are most attractive to them, leaving available for the 
other race-gender groups those occupations that white men find less 
attractive. Nonwhites and white women, like white men, attempt to 
maximize their "utility," but they make their occupational choices 
subject to the constraint that white men have been permitted to choose 
first. 

Occupations rarely change their gender designations. When they 
do, as in elementary school teaching and bank telling, it is because the 
occupation has become less attractive to white men. 

The metaphor of queues is useful for understanding the processes 
of occupational segregation (Strober, 1988; Reskin and Roos, 19 90). In 
this metaphor the labor market is the meeting ground for two queues : 
a labor queue with white men at the front of the line and an occupation 
queue in which occupations are arrayed in order of their attractiveness 
to white men. Obviously, the metaphor should be seen as heuristic; in 
particular, the constructs of a single labor queue and a single 
occupation queue are oversimplifications. 

The theory is meant to apply widely, wherever sexism exists, across 
all industrialized societies and in the modernized sectors of 
industrializing societies. Legal mandates for equal employment 
opportunity and affirmative action complicate some of the processes 
of segregation, but they do not change the basic theory. 

Recent Developments in Medicine 

Increase in the Proportion of Women and Decline in Attractiveness 

Over the past 20 years, women have considerably increased their 
representation among physicians, from 7 .5 percent in 1970 to 16 .4 
percent in 1989 (AMA, Physician Characteristics ,  19 90). Moreover, 
women are continuing to increase their representation in medicine. 
For the year 1989 -90, women were 28 percent of residents, 34 percent 
of MD graduates and 38 percent of the entering class of medical 
students (lAMA, 9 /15 /90, p. 79 1). The relative attractiveness theory 
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suggests that women's increased representation in medicine occurred 
because of a decline in the attractiveness of the occupation to white 
men. It also suggests that if medicine continues to  decline in 
attractiveness, it will become increasingly female. 

One measure of an occupation's relative attractiveness to men is the 
number of men that apply to enter the occupation. In medicine, male 
applicants to medical school peaked in 19 83 at 25,456 (lAMA, 9 /15 /90, 
Tables 4 and 10). After that, the number of male applicants declined 
steadily to 16 ,369 in 1989-90 and then increased slightly to 17,458 in 
19 90-9 1, the last year for which published data are available. During 
that same period, 1980 to 19 90, the number of women applicants 
remained approximately constant ( 10,644 in 1980-8 1, 10,546 in 1989 -90, 
and 1 1,78 5 in 19 90-9 1). As a result,women increased their percentage 
of all medical school applicants by about 1 1  percentage points, from 
about 29 percent to about 40 percent. It is difficult to know where 
those men who might have entered medicine in an earlier generation 
are now seeking employment, but I would guess that they are taking 
MBA or JD degrees or otherwise entering business careers. 

What might have lessened the relative attractiveness of medicine 
for potential male applicants to medical school? In Carter and Carter's 
words : "autonomy, remuneration, and satisfaction" ( 198 1, p. 486). 
Although income of physicians remains high (the American Medical 
Association, 19 90-9 1, reports median net income for physicians of 
$125,000 in 1989), change in real income for physicians declined for 
much of the 1980s and was negative for 1984 to 198 5 and 19 88 to 1989 
(AMA, 19 90-9 1, p. 9). And while physicians continue to increase fees, 
higher fees are increasingly "offset by third parties' reluctance to pay 
them" (Owens, 199 1, p. 120). 

Of course, it is true that real income declined for the male labor 
force as a whole during the 1980s, but physicians and potential 
physicians probably don't determine the relative attractiveness of their 
occupation by comparing it to average real income. Rather they 
compare their incomes to those in the upper echelons of the income 
distribution. And those were precisely the incomes that did not drop in 
real terms during the 1980s. Physicians were working hard to maintain 
their incomes while their reference group appeared to be gaining on 
them. In that sense, medicine became a less attractive occupation. 

In order to maintain their incomes, physicians have had to work 
harder (see more patients, put in more hours or increase the number of 
procedures performed) all of which has added to the stress of their 
jobs (Owens, 199 1). Moreover, physicians have lost a good deal of 
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their former autonomy. Medicare and other third-party payers have 
increased reporting requirements, placed ceilings on reimbursable 
fees, and regulated care practices, for example, by mandating the 
maximum number of days of hospital stays for particular diagnostic 
related groups (ORCs). 

Horizontal Segregation Among Specialties 

There are three noteworthy aspects of occupational segregation by 
gender among physician specialties. First, women are more 
concentrated than are men in the seven largest specialties. Of the 36 
medical and surgical specialties listed by the AMA for 1989,  the top 
seven account for 6 3  percent of male physicians, but they account for 
7 5  percent of women physicians. In order of size, these specialties are: 
internal medicine, general and family practice, pediatrics, general 
surgery, psychiatry, obstetrics/gynecology (ob/gyn), and anesthesiol
ogy. (All data on specialties are for 19 89 and are from AMA, 1990, 
Tables A-2 and A-5.) 

Second, two specialties have a particularly high representation of 
women (given that women are 16 .4 percent of all physicians). These 
are pediatrics (37 .6 percent) and child psychiatry (33.6 percent). At the 
same time, surgical specialties, except for ob/gyn, have a particularly 
low representation of women: plastic surgery, 6 .4 percent; general 
surgery, 5.9 percent; orthopedic surgery, 2.1 percent; urology, 1.3 
percent; neurological surgery, 2.9 percent; thoracic surgery, 1.1 
percent; and colon/rectal surgery, 2.7 percent. 

Third, because both women and men are concentrated in a 
relatively few large specialties and because the surgical specialties 
from which women are virtually absent employ only 17 percent of 
male physicians, the index of segregation across medical specialties is 
relatively low. In 1989,  it was 24.4. 

The pattern of women's entry across specialties provides an oppor
tunity to test some of the predictions of the relative attractiveness the
ory. The theory suggests that (1) women's representation across 
specialties will be negatively correlated with the relative attractiveness 
of the specialties, and that (2) changes in women's representation 
across specialties will be negatively correlated with changes in the 
relative attractiveness of specialties. We shall use median income as a 
measure of relative attractiveness. This is not an ideal measure, how
ever, because the length of training differs across specialties, and be
cause to test the relative attractiveness hypothesis it would be better to 
use data on median income of men only (data which are not available). 
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Table 1 presents data on nine specialties for which the AMA 
provides median income for 1989. Seven of these specialties are the 
largest in the profession. Of the other two, pathology ranks ninth and 
radiology ranks sixteenth. (It is not clear why the AMA chose to 
provide income data for pathology and radiology along with the seven 
largest specialties.) 

Table 1 also provides data on the proportion of women in each of 
these nine specialties. For 1989, a rank correlation of -.53 was obtained 
by comparing the median income rankings of the nine specialties with 
their percentage female rankings. Although this coefficient is not 
statistically significant (the sample size is small), it nonetheless provides 
support for the hypothesis that there is a negative correlation between 
attractiveness of specialty and representation of women. 

Obstetrics/gynecology constitutes an interesting exception to the 
findings; that specialty had the fourth-highest income in 1989 and was 
21.3 percent female. The increase in the percentage of women in that 
specialty is of recent origin; in 1970, ob/gyn was only 7 .1 percent 
female. It may be that by its nature, it became more open to women 
when women increased their representation in medicine as a whole 
and patients began to prefer female gynecologists. 

However, it may also be that despite its relatively high income, ob/ 
gyn became less attractive to men because of its exceedingly high 

TABLE 1 

Percentage of Women Physicians and Median Physician Net Income 
(Thousands of Dollars) After Expenses and Before Taxes 

All Physicians• 
Pediatrics 
Psychiatry 
Pathology 
Obstetrics/Gynecology 
Internal Medicine 
Anesthesiology 
General/Family Practice 
Radiology 
Surgery 

By Specialty 1989 

Percentage Women 

16.4 
37.6 
22.6 
22.4 
21.3 
18.7 
17.5 
14.2 
9.1 
5.9 

Median Net Income 

$125 
93 

100 
148 
164 
120 
180 
90 

180 
180 

Notes: • Includes physicians in specialties not listed separately. 
Sources: Percentage of women: American Medical Association, Department of 

P�ysician �ata Services, Physician Characteristics and Distribution in the United States. 
Milwaukee. 1990. Table A-5, p. 26. 

Median income: American Medical Association, Center for Health Policy Research, 
Socioeconomic Characteristics of Medical Practice, 1990/1991. 1991, Table 1, p. 10. 
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incidence of claims for professional liability (malpractice) .  In 1989 , 
ob/gyn had the highest rate of professional liability claims of any 
specialty (13 .5 per 100 physicians versus an average of 7.4 for 
physicians and surgeons as a whole). Moreover, during their careers, 
60.2 percent of obi gyns have at least one professional liability claim as 
compared to 37 .8 percent of all physicians (AMA, 1991, p. 16 ). 

Anesthesiology is also anomalous from the point of view of the 
theory. However, unlike ob/gyn, anesthesiology had a relatively high 
proportion of women (14.0 percent) even in 1970. 

To further examine the relative attractiveness hypothesis with 
respect to medical specialties, I calculate d a rank correlation 
coefficient across the nine specialties listed in Table 1 between change 
in median income between 198 1 and 1989 and change in the 
percentage of women. The rank correlation coefficient was -.72 and 
was significant at the 5 percent level. The largest increases in income 
were for radiology, surgery and anesthesiology; the largest increases in 
women's representation were in pediatrics, obstetrics/gynecology, 
and psychiatry. 

One could, of course, make a supply-side argument to explain 
women's entry into medicine and their entry into particular specialties:  
with the advent of the women's movement, women became more 
career-oriented, and more willing to undertake the long training 
involved in a medical career, and so they began to apply to medical 
school in larger numbers. As soon as their numbers increased, they 
were admitted. What had been blocking their entry earlier was their 
own lack of interest. Similarly, one could argue that the specialty 
pattern in Table 1 is a result of women's own preferences: for example, 
women have no interest in surgery, but are very much drawn to 
pediatrics . 

To argue in this way, however, fails to recognize the importance of 
the demand side of the labor market and the importance of male/ 
female power relations in medicine. For example, women are 
probably drawn to pediatrics in part because pediatrics is particularly 
welcoming to women. A case in point: the entry for pediatrics in the 
description of residency programs put out by the Council of Medical 
Specialties Societies (1990, pp. 66 -67 ) reads as follows: " . . . demo
graphic changes have inspired many pediatricians to explore new 
options in pediatric practices-practices that will accommodate 
family obligations as well as new lifestyles." 

Surgery, on the other hand, appears most unwelcoming to women. 
In a study of specialty choices among students in a prestigious medical 
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school, Stansbury (1988) found no gender differences in medical 
specialty choices prior to their clerkships. But she found that the pro
cess of professional socialization, and in particular the lack of support 
in developing mastery in surgery, was an important factor in women's 
decisions not to apply for surgical residencies. Another type of 
evidence on the inhospitability of surgery for women comes from a 
recent survey on sexual harassment reported by the members of the 
Massachusetts chapter of the American Medical Women's Association. 
The highest reports of harassment were among respondents in general 
surgery: 50 percent of general surgeons reported being sexually 
harassed in the previous year. Among psychiatrists, on the other hand, 
the reported rate of sexual harassment was considerably lower, 12 
percent (Clark, 1991, p. 62). 

Conclusion 

For those interested in the dynamics of gender segregation, 
changes in the medical profession continue to be intriguing. In 1990, 30 
percent of all residents were women. And the percentages of women 
in several specialties were close to or greater than 50 percent: 54.3 
percent in pediatrics, 46 .9 percent in ob/gyn, 42.9 percent in psychi
atry, and 50 percent in child psychiatry. On the other hand, women's 
representation in some of the surgical specialties (o ther than ob/gyn) 
remained quite low: thoracic surgery, 3 .9 percent; urology, 5.3 per
cent; orthopedic surgery, 5 .3 percent; and neurological surgery, 7.6 
percent. Yet, in other surgical specialties, women's representation 
among residents was rising: colon and rectal surgery, 13 .0 percent; 
plastic surgery, 13.8 percent; and general surgery, 14.1 percent (lAMA, 
199 1). 

What will happen to the gender composition of these specialties in 
the future? And what will happen to the gender composition of the 
medical profession as a whole? It is possible to answer these questions 
by referring to women's tastes and abilities. I prefer to stay tuned to 
indices of relative attractiveness. 
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Pro mot i o n ,  Reward, and S e lect ive ly 
M eas u red Performance 

JANET SPITZ 
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Few still assert that differential treatment by sex in hiring and pay 
does not, or cannot, exist: early theories of the "cleansing" effect of 
competitive markets, where discriminating firms are washed out by 
their more efficient nondiscriminating counterparts, have been largely 
refuted by consistent empirical findings to the contrary (Cain, 1986 ; 
Blau, 198 4; England, Farkas, Kilbourne and Dou, 1988 ; Gill, 1989). A 
somewhat more tenacious assertion, however, surrounds responsibility 
for promotion. Women experience promotion significantly less than 
do comparable men (Spurr, 1990; Olson and Becker, 1983 ; Konrad and 
Cannings, 1990; Hartmann, 1987 ; DiPrete and Soule, 1988), even when 
firm-specific productivity is controlled (Cannings, 1988 ). Women 
experience a lower incidence of training as well (Kochan and 
Osterman, 1990; Bergmann, 1989 ; Rosen and Jerdee, 197 4), and the 
duration of the on-the-job training they receive is significantly less than 
that provided to comparable employees who are men (Altonji and 
Spletzer, 199 1). 

Training and promotion outcomes are often attributed to an in
ferred lower productivity of women, an inferred voluntaristic choice, 
their supposed greater propensity to leave (but see Viscusi [1980] for 
evidence to the contrary), or all three: employers are assumed to 
behave indifferently with respect to employee sex, so that responsibil
ity for lack of advancement is referred back to the demographic group 
associated with that advancement lack. 

Queuing theory (Strober, 1990a, 1990b; Reskin and Roos, 1990) 
questions exclusive focus on labor supply; as Strober (1990a) points 
out, managers make choices in hiring, too. If managers make social 
choices in hiring so that occupational segregation cannot be attributed 
entirely, or even primarily, to women's choices in labor supply, then 

Author's Address: Managerial Policy and Organization, Rensselaer Polytechnic 
Institute, Troy, NY 12180-3590. 
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managers are likely to make socially influenced choices in selecting 
employees for promotion and training programs within the firm as 
well: "promotional segregation" can be attributed to employee choice, 
especially among the full-time applicant group, no more than can 
segregation at the point of hire. 

Skipping over high-ability women for selection into high-visibility 
jobs may benefit the profit-maximizing firms through systematic 
underpayment of this group ( Milgrom and Oster, 1987) .  Selection may 
be made on the basis of managerial or coworker preference as well 
(Kanter, 1977; Becker, 1957) :  to the extent that managers include social 
criteria or gender reputation in their hiring or promotion decisions, 
beliefs about relative productivity or propensity to leave can exert a 
significant influence even in the absence of supporting evidence 
(Viscusi, 1980) .  Moreover, if occupants of advanced positions perceive 
an encroachment by those holding lower status, closure of training or 
promotional paths can be seen as an instrumental and efficient 
mechanism of protection (Blalock, 1967) . 

This paper explores criteria used for selection in promotion and 
training programs among supermarket employees in a modern, 
unionized, Northern California chain. The main result is that employee 
selection for training shows substantial managerial choice: a pattern of 
differential selection criteria by sex emerges analogous to queuing. 
Identical accomplishments with respect to performance are weighed 
heavily for men, discounted for women, while areas of performance at 
which female employees excel are trivialized, leading to no rewards. 
Finally, controlling for both aspects of measured performance, a 
significant residual gender effect on incremental promotion remains. 

The Task Assignment Model 

Prior research using a new model of task assignment (Figure 1 )  
shows significant managerial influence on measured employee perfor
mance in a supermarket chain (Spitz, 1991) .  Managers assign workers 
in this model to high- or low-productivity tasks; this assignment is 
made at least partly on the basis of employee sex (path 1 ) .  Male em
ployees, assigned high-productivity tasks, demonstrate high perfor
mance; female employees, assigned low-productivity tasks, not sur
prisingly demonstrate performance that is poor (path 2). When assign
ment to tasks is controlled, however, no performance differential by 
sex remains (Spitz, 1991 ) .  In the model of task assignment, measured 
performance is hypothesized to affect future reward-pay, selection 
for training or promotion, and the like (path 3)-but also to affect 
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FIGURE I 
The Task Assignment Model 

sex, race, other 
demographic 
characteristic 

� 
Task Assignment: 

A-productivity- Other Rewards: 
enhancing 

��- I� B-neutral - higher pay 
C-productivity- - promotion 

depressing measured - training 
contribution: - favored schedule 

high - preferred jobs 
- other reward 

lo
'
w 

4. 

future assignment to high- or low-productivity tasks (path 4). To the 
extent that evaluations of current job performance significantly corre
late with assessments of promotability (Greenhaus, Parasuraman and 
Wormley, 1990), measured performance in one period should predict 
training and/or promotion in periods later on. 

Data and Methods 

Data were collected in 1987 from 25 stores in a Northern California 
modern, unionized supermarket chain. For tests of promotion and 
training, the sample was limited to full-time employees; all hold the 
title "food clerk." This minimizes the probability of including casual 
labor uninterested in longer-term employment and higher pay; 
managers are excluded from the sample as well. Virtually all clerks 
hold a high school degree. Food clerks perform an assortment of both 
stock work and checking tasks, including incidental eleanup, at 
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managerial discretion. Because clerks begin their grocery career 
operating the check-out register-a task which is physically limiting, 
has low autonomy, and affords no opportunity to learn new skills
subsequent assignment to stock work is seen as a promotion. Stocking 
affords the opportunity to take inventory, arrange inventive displays, 
interact with salespeople and accept deliveries, complete work 
autonomously, and generally develop low-level managerial skills; the 
career path is through the stock work task, and training for this 
position takes place on the job. 

Individual performance was measured as checkers' scanning speed 
at the check-out lane-the number of items per hour drawn across the 
scanning plate. As a measure of performance, scanning speed is 
imperfect: it is a simple summary measure that fails to control for time 
of day or night, store volume overall, or differences associated with 
lane (i.e., regular versus express lane, check cashing versus cash only, 
the presence of baggers, and the like). Nor does it reflect food clerk 
performance elsewhere in the store, for example, stock work. 
However, scanning speed has the advantage of being a reasonably 
objective measure, unaffected by managerial favoritism or dislike; it 
has the additional bonus of being believed, by store managers, to 
reflect employee productivity and performance all-around. Raw, or 
unadjusted scanning speed lists are posted for employees to see, and 
used by managers to assess relative food clerk performance. 

Training was measured as employee rank on daily checker call 
sheets, lists of the order in which clerks are interrupted from stock 
work to operate a register in a check-out lane. Because stock work 
training takes place on the job, a low rank means frequent training 
interruptions; an employee assigned a high rank on the checker call 
sheet receives more training than does a clerk assigned a lower rank. 

Promotion was measured as any increase in time spent off the 
register at the stock work task. Unfortunately, the period of data 
collection was only six weeks, so that given average employee tenure 
of nearly 12 years, the chance of seeing any change in a period of a 
month or so is not large. 

Simple t-tests are used to test differences in means of selected vari
ables by sex (Table 1). Ordinary least squares regression is used to 
estimate the paths of the task assignment model; all regressions control 
for tenure, tenure squared, age, night work, and store. Results are 
shown as standardized coefficients in Figures 2 and 3, with each path 
estimated three times: first for all clerks; second and third, in brackets, 
are the standardized estimates for male and female clerks respective
ly; significance is noted at the .05 and .Ol levels. 
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Results 

Previous findings that sex but not race significantly contributes to 
task assignments are substantiated by this analysis (see Table 1 ,  task 
assignment variables, and Figure 2, standardized coefficients on path 

TABLE 1 

Means (standard deviations) and number of cases 
for selected variables, by sex (values are truncated) . 

1987 supermarket data from 22 stores in a N. California unionized chain. 
Sample constrained to clerks working 35 hours or more per week. 

t-test of the 
All food clerks1 Male Female difference, m - f 

average 569.04 583.38 542.89 
pay/week (72.67) (78.29) (52.76) m > f, p < .Ol 

n = 4ll  n = 263 n = 146 

average 39. 16 39.66 38.24 
hours/week (2.61 ) (2.70) (2.17) m > f, p < .Ol 

n = 4ll  n = 263 n = 146 

average 14.50 14.66 14.19 
pay/hour (1 .16) ( 1 .22) (0.99) m > f, p < .Ol 

n = 4 l l  n = 263 n = 146 

items/hour 423.17 424.87 419.25 
scanned (100.81) (109.86) (82.72) m = f, n.s. 

n = 4ll  n = 263 n = 146 

sales/hour 629.65 635.06 618.79 
scanned (151.82) (166.10) (122.67) m = f, n.s. 

n = 4ll  n = 263 n = 146 

corrected 1 .19 1.20 1 .16 
error rate (1.16) ( 1 .09) ( 1 .27) m = f, n.s. 

n = 4ll n = 263 n = 146 

tenure 12.41 12.68 1 1 .92 
(6.60) (6.57) (6.66) m = f, n.s. 

n = 405 n = 260 n = 145 

age 36.95 35.82 38.97 
(9.61) (9.44) (9.62) m < f, p < .Ol 

n = 404 n = 259 n = 145 

female 0.35 0.00 1.00 
(0.47) 

n = 409 n = 263 n = 146 

nonwhite 0.25 0.24 0.26 
(0.43) 

n = 375 n = 236 n = 138 

average 1 1.38 12.71 9.1 1  
night hours (1 1 .43) (1 1 .77) ( 10.53) m > f, p < .01 

n = 403 n = 255 n = 146 

1 The number of total food clerks exceeds the sum of male and female clerks due to 
missing data on demographics for some employees. 
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TABLE !-(Continued) 

Means (standard deviations) and number of cases 
for selected variables, by sex (values are truncated) . 

1987 supermarket data from 22 stores in a N. California unionized chain. 
Sample constrained to clerks working 35 hours or more per week. 

t-test of the 
All food clerks1 Male Female difference, m - f 

task assignments: 

express lane 0.17 0.11 0.25 
(0.22) (0.18) (0.26) m < f, p < .O l  

n = 326 n = 201 n = 123 

rank on call 9.24 10.29 7.51 
sheet (4.76) (4.64) (4.48) m > f, p < .01 

n = 327 n = 201 n = 124 

percent work- 13.1 1 9.52 19.65 
time on (1 1.02) (8.83) ( 11.61) m < f, p < .01 
register n = 407 n = 260 n = 145 

training 0.053 0.116 -0.045 
(rank2 - rank1) (2.337) (2.031) (2.798) m = f, n.s. 

n = 265 n = 164 n = 99  

pay increase -3.83 -5.77 -o.oo 
(63.69) (63.07) (65.21) m = f, n.s. 

n = 379 n = 240 n = 137 

promotion 0.066 0.160 -Q.l03 
- (reg2 - reg1) (4.835) (4.671) (5.125) m = f, n.s. 

n = 341 n = 212 n = 128 

1 The number of total food clerks exceeds the sum of male and female clerks due to 
missing data on demographics for some employees. 

1 of the Task Assignment Model). In particular, female clerks are 
assigned disproportionately to tasks that both negatively impact 
measured performance (path 2) and are inherently unpleasant in and 
of themselves : the express lane (to which women are assigned more 
than twice as often as men [Table 1 ]), commonly referred to as "the 
penalty box." 

Identical accomplishments in measured performance were 
acknowledged and rewarded for male, but not for female clerks, in 
terms of both subsequent assignment to favored tasks (the perfor
mance-to-express lane path, Figure 2) and incremental promotion 
from the starting position of register operator to a position where a 
greater portion of time is spent in the autonomous stock-work task (the 
performance-to-register path). 

The idea that dimensions at which women excel are trivialized was 
supported by the lack of visible rewards to cooperation, as evidenced 
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by willingness to staff the unwanted job of manning the express lane 
of the store. Performing such a task is no doubt a combination of 
assignment and choice. Whatever the reason, this area in which female 
clerks excel was ignored in selection for training or incremental 
promotion: time on the express had no effect on subsequent 
promotion to the stock-work task or to greater training opportunity in 
terms of rank (Figure 3). Nor did cooperation lead to higher pay, but 
this outcome is constrained by the union contract operating in this 
supermarket chain. 

Perhaps the most significant finding of this analysis is that nothing 
predicts reward for women except high-measured performance which 
results in higher pay (Figure 2). That is, although high performance 
does not lead to subsequent assignment to the high-performance tasks 
(path 4, Figure 2) for women, higher-measured performance is re
quired for higher pay. Except for a regression-to-the-mean effect for 
all employees, where time spent in a task in period 1 negatively pre
dicts time spent in a task in period 2, nothing observable predicts train
ing or promotion for women: incremental promotion to stock work is 
predicted only by their sex (Figure 3), which exerts a negative effect. 
In this sample of 25 northern California supermarket stores, there were 
no female managers, two female assistant managers , and no women in 
the position of "third man," a secondary assistant manager in larger 
stores. 

No measured variable except employee sex showed a significant 
effect on promotion for any group, a result probably attributable to 
the short interval between the first and last measure, which was only 
one month. Given the long tenure of the clerks (an average of 12 
years), change in a single month is hardly likely in any event. What is 
needed are data over the longer term. 

Conclusion 

Training and promotion appear elusive for female clerks in this 
supermarket chain. Male clerks receive some rewards for high 
performance in the form of preferred assignments to tasks that contain 
greater autonomy and provide opportunities for training, while high 
performance for female clerks results only in pay. While pay is not an 
inconsiderate reward, it does not provide the same opportunities for 
growth as do training and promotion; and the recognition that training 
and promotion are unlikely events no matter how well one performs 
can lead to the undervalued-based quitting found in other research 
(Viscusi, 1980). 



FIGURE 2 
The Task Assignment Model Applied 

OLS standardized coefficients for all food clerks [males; females] ,  
1987 supermarket data from 22 stores in  a N. California unionized chain. 
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FIG URE 3 
Promotion Paths 

OLS standardized coefficients for all food clerks (males; females] ,  
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Most female food clerks in this sample of Northern California union
ized stores stay, however. An unanswered question asks, if their work 
is uniquely undervalued and under-rewarded, then why? One possible 
explanation rests with self-image: Walsh and Charalambides (1990) 
find that individuals high in public self-consciousness who are exposed 
to discrediting information are likely to change their beliefs. If so, 
under-rewarded clerks may "learn" from unadjusted productivity in
formation that they get no less than they have earned: they may want 
more training, promotion, or better rewards, but the data they are 
shown inform them that they do not deserve it. 

Restricting this sample to full-time, year-round workers minimizes 
the chance that female clerks systematically preferred to exclude them
selves from the training and promotion pool of labor supply. Nonethe
less, some probably do, as do some clerks who are men. Because 
female clerks' accomplishments remained selectively discounted, 
however, while the accomplishments of their male food clerk counter
parts were "overcounted," results of this analysis suggest that these 
employees encountered an evaluation mechanism operating differen
tially on the basis of their sex. The notion of efficient free market ex
change suggests that responsibility for attainment rests largely in the 
labor supply. Results found in these data, however, support Lott' s 
( 1985) finding that when there are real consequences for the evaluator 
or manager of viewing employee accomplishments objectively (to wit, 
permitting encroachment of an outgroup into a currently male do
main), the devaluation of accomplishments of competent women sug
gests that at least part of the explanation rests in labor demand. 
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Occ u pat ional Demog rap h ics, Pos it ion  
Conte nt, and Prod u ct ivity 

DouGLAS REBNE 
Rensselaer Polytechnic Institute 

The persistence of gender differences in employment outcomes is 
leading to more detailed appreciation of work at the occupational 
level, with particular reference to gender composition. Carried out in 
the context of academic work, this study examines disciplinary gender 
composition and discretionary research activities in relation to 
research productivity. 

In his controversial study of women in science, Cole (1979) con
cluded that there is little evidence of discrimination against women. 
His research indicated that the lower earnings and professional rank
ings of women are attributable to lower productivity. He concluded 
that affirmative action programs had effectively eliminated discrimi
nation against women in science and that "reverse discrimination" was 
now a realistic prospect. Since then efforts to understand gender dif
ferences in higher education employment outcomes have focused on 
determinants of research productivity. The "cumulative advantage" 
thesis which dominates this literature takes the position that while 
women may have comparable human capital and initial research
oriented placements, they tend to be treated differently within (male
dominated) faculties (Merton, 1957; Zuckerman, 1977; Clark and Cor
coran, 1986) .  Women are thought to be socialized into accepting lim
ited success and generally excluded from the "invisible colleges"-so
cial networks comprised of prominent researchers and those most 
likely to join them (Fox, 1983) . While the behavioral consequences of 
these practices are left unspecified, it is plausible to expect that female 
scholars differ from males in their research activities and that such 
choices are predictive of productivity. Due to poor information, if not 
active isolation by men, women would be less likely to engage in 
productivity-maximizing activities. 

Author"s Address: School of Management, Rensselaer Polytechnic Institute, Troy, NY 
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Inspired by organizational demographics theory (e.g., Kanter, 
1977), the cumulative advantage thesis suggests that women's research 
productivity will improve with greater representation. Cole, by 
contrast, argues that women will be less productive in fields in which 
they become sufficiently well-represented to form a visible economic 
threat to men. Further, he argues that sex discrimination in promotion 
would be more likely to occur in situations that offer less clear criteria 
for performance evaluation. 

These points invite a gender-specific analysis of research activity 
and productivity in various academic fields. The questions to be 
addressed are: ( 1) Do female faculty differ from males in terms of 
research activities? (2) What are the productivity implications of 
various research activities? and (3) Do these effects vary by gender? 

The demographics/cumulative advantage position suggests that 
women's activities are more likely to differ from men's in fields with 
lower levels of female representation. In such fields men will be more 
likely to engage in those research activities that are most conducive to 
productivity. By contrast, Cole's economic competition argument 
suggests that any male-female activity differences (and productivity 
differentials stemming from same) would be greater in fields in which 
women are better represented. 

Data 

The data used in this study were collected in 1980 by the UCLA 
Higher Education Research Institute (HERI). The survey instrument 
consisted of closed-ended questions concerning individual characteris
tics, attitudes, behaviors, and research productivity. Faculty at 98 
colleges and universities were surveyed, with a response rate of 30%. 
Objective measures of institutional characteristics were then added to 
the data set. The sample is generally representative of U.S. academic 
institutions and the faculty population (Astin, 1984; Rebne, 1989b). 
However, there may be a slight underrepresentation of women 
(Ottinger, 1987), a factor which has not been adjusted for in the 
present analysis. The present subsample excluded faculty whose 
educational backgrounds (baccalaureate only), institutional placement 
(two-year colleges), or present duties (administrative) militate against 
research productivity (N = 6 587). While somewhat dated, these data 
offer an exceptional combination of individual characteristics, re
search activity and productivity measures, and objective institutional 
characteristics. 
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Faculty were grouped according to Biglan's ( 1973) empirically
derived classification of academic occupations, under which 
disciplines are grouped on three bipolar adjective sets: hard versus soft 
(H,S}, pure versus applied (P,A}, and nonliving versus living subject
matter (N,L). The resulting disciplinary groups correspond quite well 
to typical university organization: (1}  physical sciences (HPN} ,  biolog
ical sciences (HPL}, applied sciences (engineering and agriculture} 
(HAN-HAL}, humanities (SPN}, social sciences (SPL}, management 
(and economics) (SAN}, and education (SAL) . 

The hard-soft and pure-applied dimensions are particularly 
relevant to the present study. Biglan's hard-soft distinction is analogous 
to Kuhn's (1962) distinction between strong- and weak-paradigm 
disciplines. Researchers in hard- or strong-paradigm sciences (e.g. , 
mathematics) maintain high levels of theoretical and methodological 
consensus, as well as perceptions of important problems. Therefore, 
research activity in strong-paradigm fields should be less diverse than 
in weak-paradigm fields (e.g., social sciences) .  The pure-applied 
distinction should be predictive of the extent to which variants of 
applied research (e.g., action, policy} are undertaken. 

Research productivity was measured by self-reports of total 
articles, books and monographs published or accepted for publication 
during the previous two years ( 1978-80). Three-fourths of the sample 
produced at least one publication during that time while half 
produced one or more annually. While quality is not considered, 
simple publication counts have been found to covary with perceived 
quality of a scholar's work (see Rebne, 1989b) .  

]ob and Position Content: Research Activities 

Academic jobs vary in terms of the relative importance of 
responsibilities in the roles of research/scholarship, teaching, and 
service. Most faculty have a great deal of control over both the time 
devoted to these roles and the means by which they will be fulfilled. 
While institutional guidelines often exist (e.g., 60-40-20% for research, 
teaching, and service} , the influence of such weightings on discretion
ary activity is probably weak since behavioral implications are so am
biguous. For example, time spent advising students may serve re
search as well as teaching if the student conducts a research project 
suggested by his/her advisor. 

Perhaps the only formally prescribed duties lie in the areas of 
scheduled teaching, prescribed student advising (viz., "office hours"} , 
and some committee work. There may also be constraints on 



GENDER IN EMPLOYMENT OPPORTUNITY 65 

consulting and other external activities if this is viewed as income
supplementation rather than support for other tasks (Rebne, 1989c) .  
Therefore, prior to  considering differences in discretionary activities 
within the research role, we must account for research time and 
constraints on same. This is done by including controls for time spent 
on teaching and preparation, administration, committee work, consul
tation, and research (self-reported weekly averages for the previous 
term). Formal requirements of a job may be quite comparable across 
the positions held by individuals, but faculty have a great deal of dis
cretion in their research in terms of methodology used and topics 
examined. This should be reflected in the types of research under
taken. In the HERI survey meaningful possibilities include not only the 
common distinction between (1 )  "pure"/basic and (2) applied re
search but also (3) non-empirical literary/expressive research, (4) "ac
tion" research (in which client/subject problems are the immediate 
concern) and (5) research undertaken with policy-oriented guidance in 
mind. HERI respondents were asked to characterize their recent re
search or scholarship in each of the terms highlighted above [as well as 
(6) "other"] via dichotomous (yes-no) response categories. While the 
pure-applied distinction appears to be universally meaningful to fac
ulty (Biglan, 1973), there may be much less agreement concerning the 
other activity characterizations. Further conceptual development and 
construct validation would be useful. Also, where more than one type 
of research is indicated by the respondent, the relative emphasis and 
impact on productivity is unknown. 

Analysis 

Table 1 reports, by disciplinary group, the percentage of males and 
females engaging in each of six types of research. Levels of female 
representation are also shown. The pure and applied characterizations 
encompass most activity, with half of the respondents conducting one 
or the other type of research. Across disciplinary groups, patterns are 
consistent with Biglan's classification scheme. Pure/basic research is 
heavily reported in "pure" fields (physical and biological sciences, 
humanities) .  Applied research is much more prominent in the 
"applied" fields ( applied sciences, management, and education) .  Only 
in the social sciences do faculty report a balanced characterization in 
these terms. Only one-quarter of the sample use other descriptors to 
characterize their research. 

Women (in 1980) tend to depart from these norms. In five of seven 
disciplinary groups, men are more likely to cite the adjective most 
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closely associated with the group by Biglan's subjects, significantly so 
in four instances (applied sciences, humanities, management, and 
education) .  Women are significantly more likely to undertake less 
common types of research, including literary I expressive, action
oriented, and the residual category ("other").  There is no overall 
gender difference in terms of a tendency to undertake policy-oriented 
research. However, the pattern across groups is consistent with a char
acterization of women as being more likely to diverge from discipli
nary activity norms. Women report doing policy-oriented research 
more often than men in the natural sciences but do so significantly less 
often in the social sciences and education, where we would expect 
such research to be more central to a field's mission. 

Relationships between research types and productivity were 
examined on the basis of OLS regressions. The regressions included a 
fairly comprehensive set of controls for individual-difference and 
situational factors known to influence research productivity (Rebne, 
1989b) . Individual-difference variables included education level and 
quality, socioeconomic background, marital status, and experience. 
Also included were indexes of individual attachments to academic 
work that are related to productivity (Rebne, 1989a). Controls for 
institutional! organizational factors included institutional type (gradu
ate-degree granting versus four-year colleges) ,  size, student and facul
ty quality, and resources. (Details concerning these measures are avail
able from the author.) 

Table 2 reports the main effects of research types as well as inter
action terms involving gender (female) and each of the research activ
ities . The model for the overall sample accounts for 35% of variance, 
while subsample models range from 21% (humanities) to 45% (physical 
sciences) .  While generally modest, these equations are comparable or 
superior to the strongest models of individual research productivity 
produced to date (�.g., Blackburn, Behymer, and Hall, 1978) . The 
magnitude of the single-term main effect coefficients in Table 2 must 
be interpreted cautiously wherever significant interactions with gen
der are present. However, the sign can be accepted with some confi
dence since males constitute a strong majority of all subsamples. 

For the sample as a whole, only the pure and applied research 
characterizations have a significant main effect on productivity. 
Within each disciplinary group, one or more departures from the most 
common activities are associated with higher productivity. Literary/ 
expressive research is positively associated with productivity in the 
social sciences, management, education, and the physical sciences. 
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Action and policy-oriented research have significant positive effects in 
hard-science fields (e.g., applied sciences) but not in fields in which 
such research is more prevalent (e.g., management, education) .  

In 1980 women's productivity in normal/dominant research 
activities was lower than men's in the strong-paradigm/hard-science 
fields. While the main effects of pure research are positive and 
significant, the coefficients for females are negative and near
significant in the physical and biological sciences. This is also true of 
applied research in the biological sciences. Conversely, the main effect 
of conducting applied research in the physical sciences is negative, 
while being female and doing so has a positive, near-significant effect. 

With respect to alternative activities, main productivity effects 
vary between the physical sciences on the one hand and the biological 
and applied sciences on the other. Literary/expressive research is asso
ciated with higher productivity in the physical sciences alone. Action 
research also has a positive sign in the physical sciences but is negative 
in the biological and applied sciences. In contrast, policy-oriented re
search appears to enhance productivity in the biological and applied 
sciences, but not in the physical sciences. Thus, while the incidence of 
alternative research types is relatively low in strong-paradigm fields, 
productive activity is by no means restricted to the common pure and 
applied characterizations. 

Outcomes for women, who are generally more likely to engage in 
alternative research, remain distinctive but not consistently negative. 
Higher female productivity is associated with policy-oriented research 
in the physical and applied sciences, and such research also has a 
positive main effect in the applied fields. However, results for the 
other alternative research types indicate that, as for normal/dominant 
research, higher female productivity is only associated with activity 
that is negatively related to performance in the field generally (e.g., 
action research in the biological sciences) .  With the exception of 
policy-oriented research, women are generally less productive in those 
alternative activities which appear to be effective for the disciplinary 
community as a whole (e.g., literary/expressive in the physical 
sciences) .  If the relationships are, in fact, causal, the picture that 
emerges in the strong-paradigm fields is one of women finding it 
difficult to produce on even terms with men in the traditional activities 
and thus gravitating towards other forms of research. Alternatively, 
women may tend to have different views on important problems of 
the field or appropriate methodologies, irrespective of the implica
tions for their careers. 
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In the "soft" or weak-paradigm fields, men are again more likely to 
engage in research activities that are normal for a disciplinary group 
(e.g., pure/basic research in the humanities, applied research in 
education) .  However, in keeping with Kuhn's (1972) conceptualization 
of weak-paradigm fields, aggregate patterns of activity are more 
diversified, as are relationships with productivity. Thus, the distinction 
between normal and alternative research practice is generally less 
useful and there is some support for Cole's argument that performance 
appraisal conditions are more ambiguous in these fields. In weak
paradigm fields very few of the gender-activity interaction terms are 
significant or near-significant, the exceptions being applied-by-female 
in the humanities (negative) and, in the social sciences, a term 
involving the definitive alternative research type-"other" -which is 
positive. Thus, the broader scope of normal research activity in these 
fields does not work to women's immediate disadvantage in terms of 
productivity. 

Conclusions 

Women's research activity patterns differ from those of men. 
Female researchers are generally more likely to undertake activities 
outside disciplinary norms. Research activities are themselves 
predictive of productivity. Divergence from disciplinary activity 
norms appears to have negative consequences for women in strong
paradigm fields such as the physical sciences, where norms are 
stronger and women have lower levels of representation. This is not 
the case in the weak-paradigm fields, where activity is generally more 
diversified and (with the exception of management and economics in 
1980) women are better represented. 

The results are not consistent with the economic competition 
argument. This position would anticipate greater activity differences 
and negative productivity effects in the weak-paradigm fields. Here 
women's higher levels of representation increase the economic threat 
to men. Performance appraisal conditions are also more ambiguous, 
since norms concerning appropriate research activities are weaker. 
While both the motive and means for discrimination exist, neither are 
reflected in differences in productivity (i.e., publishing records). 

As the demographics/cumulative advantage view would antici
pate, negative productivity effects associated with specific research 
activities undertaken by women are largely restricted to the occupa
tional groups with lower female representation. This is consistent with 
Kanter's (1977) finding that female performance among professional 
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managers is adversely affected by extremely low levels of representa
tion. Kanter concluded that performance differentials would be ame
liorated, if not eliminated, when women comprised a strong minority 
( 15-35% being indicated by her work).  

However, the demographics argument would not predict signifi
cant differences in research activities, per se, once women reach at 
least moderate levels of representation (e.g., humanities, social sci
ences, and education) . Here it is assumed that integration into profes
sional activity norms is central to the higher performance observed 
once women achieve something other than "token" levels of represen
tation (e.g., Kanter, 1977).  If there is no disincentive to undertake nor
mal/dominant research activities in such fields, why would women 
still be more likely to pursue alternative types of research? Conceiv
ably, strong minority representation produces new subgroups of the 
"invisible college" that coalesce around specific disciplinary topics or 
types of research activity. Women might comprise the majority of cer
tain disciplinary subcommunities and thus influence both aggregate 
patterns of disciplinary activity and the productivity effects of various 
types of research. Future research on demographics theory and pro
ductivity in highly discretionary occupations should consider this 
possibility. 

This study has not addressed the likelihood that productivity asso
ciated with different types of research varies in terms of its impact on 
merit-related earnings and career progress (e.g., tenure decisions) .  
Presumably, lower earnings and promotion rates could be expected 
for all but exceptional contributions stemming from research activities 
that lie outside disciplinary norms. While the demographic theory 
suggests that such sanctions would not be applied inequitably, women 
would suffer more from them due to greater activity in these areas. 

The study of discretionary activities and position content adds 
analytical value to models of gender-based differences in productiv
ity. The approach could be extended to other professional occupations 
in which "glass-ceiling" effects are an issue. To do so, analysis of 
formal or D.O.T. job descriptions must be supplemented by an 
appreciation of activity differences within ostensibly identical jobs. 
Such activities must be assessed in terms of the degree of voluntarism 
involved (i .e., position versus job content) . 
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The papers by Myra Strober and Janet Spitz explore gender 
differences in employment opportunity in two very different 
occupations. Strober considers the medical profession, both as a whole 
and in terms of gender differences in specialties. Spitz looks at food 
clerks in supermarkets and finds a rather analogous pattern of gender 
differences in task assignments within that job. These papers are of 
considerable interest in light of recent decreases in occupational 
segregation by sex.1 Since both papers focus to a considerable extent 
on gender inequities within occupations, they bring to the fore 
problems that will remain even as occupations become more 
integrated. 

I liked both of these papers and am in sympathy with their 
emphasis on the demand side of the picture. While I believe that 
supply-side factors are also important, as both authors point out, the 
demand side of the equation is often overlooked. Moreover, these 
papers illustrate the usefulness of case studies of specific occupations 
in complementing and extending more traditional analyses based on 
aggregate data. 

Strober makes the general argument, which she has developed in 
previous work, that white men tend to be the preferred workers and 
that women and minorities tend to get the "leavings." In this paper, she 
presents evidence that women are entering the medical field at a time 
when men are finding it less attractive, and further that women tend to 
be concentrated in the less desirable specialties (defined in part in 
terms of income). 

While I found Strober's paper of considerable interest, I would 
caution that her claim that women enter the lower-paying specialties 
cannot be fully supported by the data that she presents. Unfortunate
ly, she was only able to obtain average income within each specialty 

Author's Address: Institute of Labor and lR, University of lllinois, 504 E. Armory 
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for male and female doctors combined. Thus, she may simply be 
documenting a gender pay differential within the medical profession 
such that specialties with a higher proportion of women have lower 
overall average income. In general, I found her argument more per
suasive when she was able to point to specific mechanisms that chan

nel women into different specialties, e.g., a greater flexibility for fam
ily obligations in pediatrics residency programs than in surgery resi
dency programs. 

I would also note that following Strober's argument to its logical 
conclusion-and I hasten to add that Strober does not do so-would in 
my view give an overly negative view of recent strides toward 
occupational integration. If women are seen as only successful in 
entering areas men no longer find desirable, then what currently 
appears to be occupational integration, might simply arise because we 

are in the middle of a process whereby jobs are changing in gender 
composition from male to female. Such changes have always occurred 
to some extent. Historical examples include school teachers and bank 
tellers, two occupations Strober has previously examined. But is such 
a transitory process-a way station in the development of new female 
occupations-all that is going on currently? While I grant that it may 
indeed be part of the story,2 I doubt that it is the whole story. This is 
suggested by Strober's own speculation as to where the men who used 

to go to medical school are now going-MBA programs and law 
school. Yet �hese are also areas where there have been large recent 
increases in female representation. 

Turning to the Spitz paper, we find some intriguing evidence of 
large gender differences in tasks within the food clerk occupation, 
although the extent to which these differences represent workers' 
choices or managers' assignments is, as Spitz notes, impossible to say. 
Looking at the means presented in her paper, I was interested to see 
that despite these differences in tasks, the unadjusted gender wage 
difference was very small, less than $.50/hour or about three percent. 
Since men do more night work than women-13 versus nine hours per 
week-this small difference might represent a premium for night 
work. Nonetheless, it may be the case that, while gender differences in 
tasks do not result in a large current pay differential, they do, as Spitz 
claims, cause differences in the promotion rates of men and women 
and thus, long term differences in occupations and earnings. However, 
the evidence presented in this paper is not conclusive in that regard. 
While sex does exert a significant negative effect on promotion, no 
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variable except employee sex was found to be a significant determi
nant of promotion for any group. This suggests that the promotion 
process is not understood well enough to allow strong conclusions as to 
the effect of gender. Spitz speculates that the short time span of the 
study, one month, is the reason for the poor performance of the 
promotion analysis. What are needed, as she suggests, are data over a 
longer period. 

Endnotes 

1 Between 1970 and 1989, the index of segregation fell from 67 to 55 percent. The 
index of segregation gives the proportion of women (or men) who would have to change 
jobs for the occupational distribution of men and women to be the same. See Blau (1988) 
for data on trends; the figure for 1989 reflects my recent updating of the data in that 
paper. 

2 Reskin and Roos (1990) also present examples of the limited nature of some of 
women's recent occupational gains. 
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DISCUSSION 

STEPHEN J. SPURR 
Wayne State University 

Much of the literature on sex discrimination seeks to determine the 
effect of gender on experience in the labor market with highly 
aggregated, heterogeneous data. The papers by Douglas Rebne and 
Janet Spitz avoid the serious difficulties caused by the use of such 
data, since they each analyze a very homogeneous sample of workers. 
Rebne's data involve men and women in academic positions, while 
Spitz's paper considers employees of a supermarket chain in 
California. 

Previous research has found that on average females in academic 
positions publish less frequently than men, that women are less likely 
to achieve a given academic rank, and that it takes women twice as 
long to attain the rank of associate or full professor (Johnson and 
Stafford, 1974; Farber, 1977; Weiss and Lillard, 1982). However, these 
studies are based on relatively old data. Moreover, they have generally 
not controlled for differences among individuals and among academic 
institutions that might explain differences in scholarly productivity. If, 
as one might expect, women have historically been consigned largely 
to institutions on the teaching end of the teaching-research continuum, 
much of the difference between men and women in research produc
tivity might be explained by differences in responsibilities. To the ex
tent that a difference remains, it would be interesting to learn wheth
er it has been diminishing over time. 

If women still publish less than men, the question arises whether 
this is a consequence of discrimination, and if so, by whom. For 
example, is there discrimination by academic journals against papers 
submitted by women? On the other hand, perhaps the discrimination 
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begins at an earlier stage, if women are excluded from the highest
ranking graduate programs. 

The topic of Douglas Rebne's paper is interesting and neglected. 
He does take into account differences among individuals and among 
institutions that might account for differences in research productivity. 
For example, he includes a variable indicating whether or not the 
institution grants a graduate degree, and another indicating the 
average entering SAT score of the institution's students. This paper 
should provide a frequency distribution of the answers in the various 
categories: no publications, between one and two publications, etc., 
given the findings of others that of those scholars who publish at least 
once in their careers, many publish only once. 

A m.ajor shortcoming of this paper is its reliance on Biglan's 
disciplinary classification scheme, which does not seem to be designed 
or particularly well suited to an analysis of differences among 
demographic groups in research productivity. Thus the distinction 
between "pure" and "applied" research is too subjective, and it's not at 
all clear what it means in certain fields, like history. Rebne's tentative 
conclusion, that women tend to work in nontraditional areas that are 
not conducive to promotion, strikes the reader as an ex post 
rationalization of the regression results. Also, since the dependent 
variable is not continuous, estimates obtained from ordinary least 
squares will be biased and inconsistent. The appropriate specification 
would be an ordered probit or logit. 

We know that incentives to publish differ at different stages of an 
individual's academic career. Thus one would think that the best type 
of data for this type of study is longitudinal, showing all publications 
by an individual from her first academic position to the end of the 
period of observation. 

The paper by Janet Spitz is interesting and innovative in that it 
analyzes a homogeneous group of workers, employees of a 
supermarket, and includes a measure of performance, scanning speed, 
the number of items per hour drawn across the scanning plate. This 
paper would be considerably strengthened if it were possible to obtain 
data on individuals from the date of hire to the end of the period of 
observation, and data on individuals relevant to their promotion, 
especially their level of education and prior experience. Spitz finds 
that women tend to remain at the cash register rather than being 
assigned to stock work. If, as she suggests, this is a consequence of 
discrimination, one would like to know whether the discrimination is 
by customers or by the managers of the firm. 
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This paper would benefit by considering the implications of an 
alternative hypothesis. Some have suggested that women are not 
promoted as frequently as men because their commitment to the labor 
force is weaker. According to this view, it is rational for women to 
exert less effort than men in the competition for promotion because 
for women the rewards of promotion are less, given that their careers 
will be shorter. This hypothesis could be refuted by evidence that 
female workers remain on the job as long as males, holding constant 
promotions, which would be treated as different "states" in a 
competing risks framework. 
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IV.  POSTE R S ESS I O N  I 

Do U n i o n  Effects Differ Across Federa l ,  
State, a nd Loca l G over n m e nt E m p l oyees? 

JAVED AsHRAF 
University of West Florida 

Relatively few studies have compared the effect of collective 
bargaining in the public sector relative to that in the private sector. 
This study attempts to fill this gap in the literature by calculating 
separate estimates of the union wage premium for federal, state and 
local government workers, and then compares these estimates with 
that for private sector employees. Relatively new data from the 1987 
Panel Study of Income Dynamics is used for this study. It is found that 
private sector unions lead to larger wage gains for their members than 
do public sector unions. 

I nd ustr i a l  R e l at ions i n  the N on u n i o n  Sector :  
Prospects & Prob l ems 

FRANK BORGERS & MILAN LINT 
The Ohio State University 

In response to a general stagnation concerning the industrial 
relations (IR) discipline, several scholars have recently emphasized the 
need for new directions in IR research, directions that more closely 
parallel the contemporary employment relationship. One route to the 
reinvigoration of the discipline is through the extension of IR into the 
nonunion sector. This paper evaluates the feasibility and utility of such 
an extension. The authors discuss areas of the employment relationship 
that are within the purview of IR, examine the unique perspective that 
IR offers, and carefully consider the opportunities and constraints 
involved in extending lR to the nonunion sector. Finally, the authors 
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discuss the substantive topic areas of employee voice, employment 
law, and union avoidance, which might be addressed within such an 
extension, providing exploratory answers and provoking some new 
questions in this regard. 

Who J o i ns Labor U n ions? 
The Age ncy S hop Experi e nce 

KAREN E. BoROFF 
Seton Hall University 

Given the decline in union membership in the United States, 
coupled with judicial rulings that pose financial liabilities to labor 
organizations for nonunion employees covered under an agency shop 
provision, it becomes important for unions to understand the 
determinants of union membership under this union security 
arrangement. Relying on the constructs of union instrumentality and 
the voice/monopoly face of unions, the author develops a model of 
the probability of union membership in an agency shop. Using a 
unique data set, she finds that instrumentality is not a predictor of 
union membership but belief in a union's voice benefits is positively 
associated with it. 

The Effects of Corporate Strateg ic  Pol icy o n  
U n i o n i zatio n :  A Case Study 

LLOYD BucKWELL AND RoBERT A. FIGLER 
University of Akron 

STEPHEN J. HoLOVIAK 
Shippensburg University of Pennsylvania 

This case, by use of traditional industrial relations case study 
methodology, provides a detailed description of how a company 
develops, implements, and continues a union-avoidance strategy. The 
strategy evolved from top management in the formation of the 
company and has been successfully carried through two different 
managerial structures (acquisitions by other firms) .  Currently, the 
philosophy has evolved into a strategic policy that strongly adheres to 
a participative management style as the "optimal" way to utilize the 
firm's human resources. 
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P u b l i c  S a n itatio n  U n ions and the 
Pr ivatization of M u n ic i pa l San itat ion 

S e rvices 

TIMOTHY D. CHANDlER 
Louisiana State University 

PETER FEUILLE 
University of Illinois 
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Four hundred forty-three cities were analyzed to determine the 
extent to which they considered and adopted contracting out of their 
sanitation collection service. The authors found that the presence of a 
city sanitation union is negatively associated with the probability of 
contracting being adopted, but only in those cities that have coopera
tive relations with the union. 

M u ltit iered Wage Struct u res: 
A Test of Alternative Hypotheses 

CHRISTINE L. CooPER AND NEALIA S. BRUNING 
University of Manitoba 

The increased incidence of tiered wage structures has led to 
questions about their effects on employees' work attitudes and 
behaviors. Using survey data collected from an Ohio United Food and 
Commercial Workers (UFCW) local, the authors contrast traditional 
hypotheses based on equity theory with alternative hypotheses recent
ly proposed by Cappelli and Sherer (1990) .  The results generally sup
port the traditional equity theory propositions for dependent variables 
relating to commitment to the firm and the union, and satisfaction with 
pay. The results also provide support for a hypothesis regarding job 
security that was based on Cappelli and Sherer's alternative propo
sitions. 
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Wa g e  N egot iat ion After the Fo rt Stewa rt 
Dec i s i o n :  An Ope n ing for Federa l E m p l oyees 

or a M i rage? 

MICHAEL J. DouGHERTY AND HARSH K.  LuTHAR 
Virginia Polytechnic Institute and State University 

On May 29, 1990, the Supreme Court unanimously ruled in Fort 
Stewart Schools v. Federal Labor Relations Authority that certain 
federal employees are not prohibited from wage negotiations. The 
decision potentially breaks new ground in the area of public sector 
collective bargaining. Results of interviews with management and 
union officials suggest that wage negotiation is becoming increasingly 
common in the Department of Defense Dependents Schools. Similar 
results can be expected in other federal agencies where wages are not 
set by statute. Such opportunities have come the way of some federal 
employees before, but union leadership has not always taken 
advantage of them. 

I nd ivid u a l  S u ppo rt for U n i o n  Mergers:  
An Exa m i nation of the Determ i n a nts 

ADRIENNE EATON 
Rutgers University 

JILL KRIESKY 
University of Alabama at Birmingham 

JOHN McCLENDON 
Temple University 

Understanding determinants of individual voting behavior in union 
merger referendums is important to unions expecting to expand 
membership and bargaining power through affiliations. This study 
investigates the voting behavior of independent union members who 
voted in an actual referendum to reject a proposed merger with a 
large, national union. Five categories of variables chosen to explain 
individual voters' behavior include satisfaction, instrumentality, social 
support, campaign effects, and union image. The overall findings 
provide strong support for the influence of the utilitarian assessments, 
the influence of coworkers, and the influence of a campaign by the 
current bargaining unit on voters' choices. 
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M odel i n g  Ant i - R i g ht-to-Work Voti ng : 
The Case of M isso u r i  

GILBERT J .  GALL 
Pennsylvania State University 
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From 1944 to 1986, 19 states held 27 referendums on right-to-work 
legislation, with 22.5 million people voting on the issue. Despite its 
prominence as a public issue, most research on right-to-work laws 
focuses on their industrial relations impacts. This study seeks to draw 
attention to the need for empirical research into right-to-work voting. 
In particular, it proposes a hypothesis that "anti-" (i.e. pro-labor) right
to-work voting is positively related to the variables of union 
membership, working-class economic status, race (Black), lower 
income agricultural residence, political liberalism, and religion 
(Catholicism) .  It then tests that hypothesis by conducting a multiple 
regression analysis on the 1978 Missouri right-to-work election results 
at the county level. The study then concludes by discussing the results 
of that analysis and suggests a future agenda for research into right-to
work voting patterns. 

The Effects of Work Va l u es on Job 
Choice Decis ions 

TIMOTHY A. JuDGE AND RoBERT D. BRETZ, }R. 
Cornell University 

Work values have been receiving increased research attention. 
Work by Ravlin, Meglino, and associates has recently conceptualized, 
and provided measurement for work values. These values have been 
applied to job satisfaction, commitment, and individual decision 
making. However, values have not been linked to job choice decisions. 
Using a sample of professional degree students, the influence of work 
values in the context of other job attributes was investigated using a 
policy capturing design. Work values were found to exhibit significant 
effects on job choice decisions. Further, individuals were more likely 
to choose jobs whose value content was similar to their own value 
orientation. Implications of the results of the study of work values and 
job choice are discussed. 
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H u m a n  R esource M a nagers'  Motives a nd Their  
O rga n izatio n a l Com m itment 

DANIEL J. KoYs 
DePaul University 

Organizational commitment is hypothesized to be positively 
related to the degree to which a fairness motive is perceived to 
underlie human resource activities. Regression analysis of survey data 
from 83 human resource managers supports this. Further, their 
organizational commitment is not related to the degree to which a 
legal compliance motive is perceived to underlie human resource 
activities. Nor is it related to the degree to which an organizational 
performance motive is perceived to underlie the activities. 

Arbitration of Sexu a l  H arassment D i sp utes: 
Case C ha racter ist ics a nd Case O utco m es 

I n  P u b l i c  vs. Pr ivate Sector Cases 

HELEN LAVAN 
DePaul University 

In this comparison of 86 published arbitrated sexual harassment 
cases in the public and private sectors, the following was found: 
affected individuals are less likely to be involved in the arbitration 
stage in the public sector. Third-party involvement, which is less 
manageable, is more prevalent in this sector. Discharge is less likely to 
occur in the public than in the private sector. 

D ispl a ced Workers a nd S m a l l  B us i n ess: 
A Viab le  R eem p l oyment Strategy? 

STEPHEN L. MANGUM 
The Ohio State University 

JUDITH W. T ANSKY 
University of Wisconsin-Milwaukee 

This paper sets small business initiatives within the structure of 
efforts to serve displaced workers in the United States and evaluates a 
recent program of this type. The authors conclude that displaced 
workers in a Title 111-JTPA-funded, small business initiative program 
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in Ohio were successful in creating and maintaining a significant 
number of businesses. Participant outcomes were comparable to the 
experience of displaced workers served by other intervention 
strategies. However, the results add little to our ability to predict who 
will be successful in starting a business. Small business training appears 
to be a viable employment generation option for some individuals. 

Average Pay Leve l a nd the S u pply of 
Labor to N ew F i rms 

CHERYL L. MARANTO, 
TIMOTHY J. KEAVENY AND PAUL DAVIDSON REYNOLDS 

Marquette University 

This study seeks to identify variables related to the average wage 
level of firms and to the supply of labor to the firm. The data for this 
investigation is from a sample of new firms established in Minnesota 
between 1981 and 1985. 

Firm wage level was positively associated with a competitive 
strategy that stressed product/service quality, average wage rates in 
the local labor market, and the percent of professional workers in the 
firms' labor force. Firms' average wage level was negatively related to 
importance the firm placed on labor costs. The incidence of problems 
in hiring workers with the desired qualifications was positively related 
to the importance of skill availability to the firm and the presence of 
problems in compensating employees of the firm. Average wage level 
was not related to the incidence of hiring problems. 

Loca l La bor M a rket Characterist ics a nd 
the E l ect i on of a U nion 

DAVID G. MEYER 
The University of Akron 

The relationship between environmental, worker power, and wage 
and employment opportunity variables and which union ran in 
elections from 1979-1981 was tested. Employment and wage data 
(aggregated by county and two-digit SIC) from the BLS, product 
market characteristic data from Industrial Census, and right-to-work 
and southern location were used. AFL-CIO affiliates ran in large units 
with the greatest wage and employment opportunities. Teamsters ran 
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in smaller units of part-time employees with poor wage opportunities. 
Independent nationals ran only in their product market niche. 
Independent locals ran in the smallest units with the worst wage and 
employment opportunities. 

PAC I nf l ue nce on CO P E  Votes i n  
the U . S .  Se nate, 1 978- 1 988 

WILLIAM J.  MooRE 
Louisiana State University 

DENISE R. CHACHERE 
University of Illinois-Urbana 

THoMAS D. CuRTIS 
University of South Florida 

DAVID GORDON 
University of Illinois-Chicago Circle 

The authors establish a voting model based both on the economic 
theory of regulation and on public choice theory, then use it to analyze 
individual senator voting behavior on votes chosen as important by the 
AFL-CIO Committee on Political Education (COPE) in the U.S .  
Senate over time. Constructing three voting indexes following the 
Freeman and Medoff framework-narrow union, general labor, broad 
social-it was found that labor PAC contributions are important in 
explaining COPE votes during our observation period for all three 
types of legislation. Although the study did not find own corporate 
PAC contributions to have a significant influence on COPE votes, 
corporate PAC contributions to the opposition do matter. 

Ba rga i n i ng U n it Fact iona l is m  Among 
Ai r l i ne P i l ots After M e rgers:  
The Case of Rep u b l i c  P i l ots 

KATHRYN J. READY 
University of Wisconsin-Eau Claire 

Deregulation of the airlines led to an oligopolistic industry 
characterized by frequent mergers during the late 1980s. As the 
number of mergers increased, bargaining unit factionalism increased. 
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The merger of Republic Airlines with Northwest Airlines is examined 
to explain the effect on one airline employee group-pilots. Airline 
pilots are a unique group because their skills are not transferable to 
other industries and there is only one major union (ALPA) in the 
industry that represents them. As more time passed without a merged 
agreement or a decision on the merging of the seniority lists and 
management purchased new equipment and phased out inefficient 
equipment, interim agreements resulted in bargaining unit factional
ism becoming more pronounced. 

Decert if ication Strategies a nd Tact i cs:  
M a nage m ent a nd U nion Perspectives 

DAVID M. SAVINO 
Ohio Northern University 

NEALIA s. BRUNING 
University of Manitoba 

Management and union respondents completed a questionnaire 
that addressed several issues related to decertification campaigns: 
causes of decertification, campaign tactics, campaign strategies, 
outcomes of decertification campaign, and certification/decertifica
tion campaign differences. Questionnaires were mailed to a random 
sample of 385 union and management representatives who had been 
involved in decertification elections during the fiscal years 1985-1987. 
The differences were related to whether the respondent was a 
member of management or a union leader. Union officials indicated 
their preference for the use of handbills, personal visits, and discour
aging members from signing decertification petitions, while managers 
preferred legal counsel and small group meetings. 

Correlates of a M u lt i u n io n  R epresentat ion 
E l ect i o n  in  the Federa l S ervice 

CHARLES SMITH 
Niagara University 

HuGH HINDMAN 
Appalachian State University 

The study of union certification elections is well advanced in the 
academic literature. However, this paper hopes to make two advances 
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on prior work. First, there exists little academic work on determinants 
of union certification outcomes when there exists more than one union 
on the ballot. That which does exist takes a macro-level approach. Our 
approach uses a micro-level approach with the unit of analysis the 
individual employee. Second, we extend the analysis of union 
certification elections to the federal service. Three sets of variables are 
posited to influence federal workers' selection in certification election. 
These are the investment model of Farrell and Rusbult, demographic 
variables including sex, race, job tenure and education, and job facet 
satisfaction. Data were collected via a mail survey from 268 civilian 
federal employees who had recently participated in a multiunion 
election. The analysis uses regression analysis to investigate correlates 
of a federal sector union election and discriminant analysis to study the 
impact of multiple unions on the ballot. The data reflect that the 
federal workers in our survey were more inclined to support 
unionization when they had positive feelings about unions in general, 
made behavioral commitments to a union, and were dissatisfied with 
supervision. These same variables were strong discriminant variates in 
assigning the sample to one of four groups reflecting union voting 
behavior. 

The Capita l M a rket R esponse to Wag e  
Concessions i n  the Air l i nes 

STEVEN L. THOMAS 
Southwest Missouri State University 

DENNIS OFFICER 
University of Kentucky 

NANCY BROWN JOHNSON 
University of Kentucky 

Deregulation and concomitant industry entrants, rising fuel costs, 
and the air traffic controllers' strike combined to create an instability 
in the airline industry that threatened the airlines' viability in the 1980s. 
These threats, combined with a decentralized bargaining structure, 
contributed to extensive labor concessions. This paper addresses the 
effect of the announcement of various concessionary collective 
bargaining outcomes-wage increases, wage freezes, wage cuts, and 
two-tier wage structures-on airlines' stock market value. The results 
show that the capital market responds to wage cuts with significant 
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positive cumulative abnormal returns in the period following their 
announcement. The authors found no significant market response to 
wage freezes or two-tier collective bargaining agreements. These 
results vary somewhat by craft, however, indicating that the market 
interprets each craft's settlements in a different manner. 

E m p l oyee Work A utonomy: I s  It a 
U n id i m e nsi o n a l  or M u lt i d i m e n s i o n a l  Construct? 

RoBERT B. TIEGs, YrrzHAK FRIED AND THOMAS NAUGHTON 
Wayne State University 

Several psychometric properties of Breaugh's ( 1985), work
method, work-scheduling, and work-criteria autonomy scales were 
evaluated in a sample of middle-level managers (n = 90) of a large 
"Fortune 500" company. Confirmatory factor analyses revealed that 
the a priori three-factor model fit the observed covariance matrix 
better than did the one-factor model. Yet, these analyses also suggest 
the possibility that the three latent autonomy factors are related to a 
more global (higher-order) factor. The three autonomy scales were 
also found to be differentially related to a number of theoretically
relevant outcome variables, hence providing evidence for their 
discriminant validities. Taken together, these results add support for 
conceptualizing and measuring different facets of work autonomy. 

U n ion Com m it m e nt 
A Compa r ison of M ethodolog ies 

CHOCKALINGAM VISWESVARAN AND STEVEN L. POPEJOY 
University of Iowa 

SATISH P. DESHPANDE 
Western Michigan University 

This paper examines the determinants of union commitment using 
correlation, regression, and path analysis techniques. Emphasis is 
given to the potential differences that may stem from the use of 
alternative empirical techniques. Given increased use in industrial 
relations of regression methods, and more recently of path analysis 
methods, it is important to understand the extent and nature of 
differences that may be methodology-related. For the particular 
model and data analyzed, differences in inferences from the alternative 
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methods are relatively minor when comparing the regression and path 
analysis results, but these two methods yield results substantially 
different from those generated by correlational methods. Notably, 
although union socialization experiences are found to have a 
significant positive bivariate relation with union commitment 
consistent with prior studies, such experiences show no direct effect on 
union commitment in the regression or path analysis results. 

Deter m i na nts of Manager ia l ism : 
An E m p i r ica l I nvestigation 

CHOCKALINGAM VISWESVARAN AND STEVEN L .  PoPEJOY 
University of Iowa 

SATISH P. DESHPANDE 
Western Michigan University 

Empirical evidence exists that the implementation of progressive 
human resources management (PHRM) policies by management 
reduces the desire for unionization among the employees, but both 
union and nonunion organizations have been found to have equal 
probability of implementing such policies . This paper examines the 
thesis that the adoption of PHRM policies is a market determined (not 
a strategic choice of management) course of action. Empirical results 
indicate that neither market determinism nor cultural voluntarism 
could explain, individually, the adoption of such PHRM policies. 

An Exa m i nat ion of the R e lationsh i p  Between 
U n ion Status and Orga n izat iona l 
Characteristics a nd Constrai nts 

TERRY H. w AGAR 
St. Mary's University 

KENT F. MuRRMANN 
Virginia Polytechnic Institute and State University 

The data for this study were based on survey responses from 378 
major U.S .  firms. Approximately 46 percent of the firms were union
ized. The probability of a firm being unionized was greater if the firm 
was larger, had a greater number of managerial, professional and su
pervisory jobs, and had introduced new technology. Unionized firms 
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had a greater perceived commitment to job security and were less 
likely to have participated in a merger/acquisition. Percentage of the 
work force unionized was positively related to the number of days 
devoted to training and the number of years the firm had been in 
operation, and negatively related to involvement in a merger I 
acquisition, operating in the manufacturing sector, and job structure. 

An E m p i rica l I nvestigation of E m p l oyer 
U nfa i r  Labor Practice Cases 

TERRY H. w AGAR 
St. Mary's University 

This paper reports the results of an analysis of 230 Canadian unfair 
labor practice (ULP) cases in which the employer allegedly 
committed a ULP. Employers were successful in 30.4 percent of the 
decisions. Just over 30 percent of the cases involved negotiation of a 
collective agreement, 36 percent occurred during the life of the agree
ment, and 34 percent concerned union organizing and recognition. In 
terms of the type of ULP, employer interference/discrimination for 
union activity accounted for 54 percent of the cases. Employers were 
more successful in cases occurring during the negotiation and admin
istration stages or involving the alteration of working conditions. 



V .  DEM O N STRATI N G  STRU CTU RED 

WORK- BASED lEA R N I N G  I N  

N O N TRAD �TI O NA L  OCCU PATI O N S  

S ki l l  U pg rad i ng i n  a 
Labor-Manage ment Context : 
Exper i ence i n  Man ufact u r i ng 

and H ealth Care I nd u str i es 

DANIEL MARSCHALL 
AFL-CIO Human Resources Development Institute 

The topic of ongoing skill training for currently employed workers, 
and the relevance of the apprenticeship model for service and 
manufacturing occupations, has attracted increasing attention in 
recent years. Starting in 1989, with funding from the U.S. Department 
of Labor, the AFL-CIO Human Resources Development Institute 
designed and implemented five demonstration projects that 
developed jointly-administered skill training programs in aerospace, 
industrial I .• anufacturing and health care industries. A number of 
lessons emerged from this experience, with important implications for 
program structure, the career aspirations of front-line workers, and the 
connection between skill formation and work reorganization efforts. 
This paper will discuss three of the most important lessons, comparing 
and contrasting the findings of different demonstration efforts. 

Background:  The Sites 

As the employment and training arm of the AFL-CIO since 1968, 
the Human Resources Development Institute (HRDI) has conducted a 

Author's Address: Human Resources Development Institute, AFL-CIO, 815 16th 
Street, N.W., Washington, D.C. 20006. 
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wide variety of activities to serve the employment-related needs of 
disadvantaged persons, ex-offenders, young people, the disabled, 
veterans, Native Americans, and others. In the 1970s, the institute 
worked with building trades councils and community organizations 
nationwide in outreach campaigns that brought more than 10,000 
women and minorities into apprenticeship programs. Following the 
passage of the Job Training Partnership Act in 1982, HRDI operated a 
number of training programs for dislocated workers, efforts that 
clearly showed the capability of union members to excel in peer 
counseling, client recruitment, and job search assistance (McMillan, 
1991) .  

Throughout its history, HRDI has been keenly aware of  the 
effectiveness of apprenticeship, especially in the building and 
construction industry. Apprenticeship combines structured on-the-job 
training, under the supervision of a mentor or journey-level worker, 
with related theoretical instruction delivered in the classroom. A joint 
administrative structure, where union and management representa
tives serve on joint apprenticeship committees (JACs) ,  helps to ensure 
that workers obtain the broad-based, flexible skills that will serve as 
the basis for career progression. In the construction industry alone, it 
is estimated that joint apprenticeship trust funds provide about $500 
million worth of training annually (U.S. Congress, 1990). 

Although the Apprenticeship 2000 Initiative, launched by the U.S.  
Department of Labor (USDOL) in late 1987, recognized the potential 
of the "broad concept" of apprenticeship to serve the work force 
needs of industry, its guiding principles failed to encompass significant 
union involvement, the importance of joint administration, or a 
worker-centered approach to program development (U.S. Depart
ment of Labor, 1989) . As it followed the evolution of the initiative, 
HRDI provided input to USDOL and worked with AFL-CIO affiliates 
to respond to issues raised in several focus papers. When demonstra
tion project funding was announced, HRDI responded with a proposal 
based on the conviction that "workers and their unions must fully 
participate in the design, implementation, and administration of 
continuous learning systems based in the workplace" (Marschall, 
1990) . In early 1989 the Institute obtained a $500,000 grant to 
implement an Upgrading and Career Ladder Program (UCLP) based 
on this approach. 

To ensure that government funds leveraged the maximum amount 
of private sector investment, HRDI worked with international unions 
and individual employers to identify demonstration projects where 
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labor and management appeared committed to continuing joint train
ing activities beyond the grant period. This process resulted in the 
selection of five sites. The first involved The Boeing Company, the 
world's dominant aerospace firm with main operations in the Seattle 
area of Washington state, and Aerospace Machinists Industrial District 
Lodge 751, which represents some 56,000 hourly Boeing workers. Fol
lowing a 1989 strike, union and management agreed to a contract that 
established the Joint lAM/Boeing Quality Through Training Program 
(QTTP) ,  which accumulates about $12 million yearly for skill upgrad
ing and continuous improvement of the company's hourly workers. 
HRDI worked with QTTP staff, consultants, and a joint committee of 
workers and supervisors to develop a training program for two highly
skilled electronic maintenance technician job classifications. 

The next cluster of demonstration projects, involving three health 
care institutions and two unions, was also located in Seattle. At Group 
Health Cooperative, HRDI worked with the Service Employees 
International Union (SEIU) Local 6 and company officials to develop 
training for medical assistants, a job category of growing importance 
in clinics and outpatient facilities. SEIU Local 6 also was involved in a 
demonstration project at Swedish Hospital Medical Center, where the 
target occupation was medical transcriptionists. The third medical 
care site, whose hourly workers are represented by United Food and 
Commercial Workers (UFCW) Local 1001, was the Laboratory of 
Pathology, a full service, highly automated facility employing more 
than 500 persons. Prior to HRDI's contact with the laboratory, it had 
started a training program for Laboratory Technician II, a position 
involving the performance of routine tests, evaluation of quantitative 
data, and troubleshooting (Solomon, 1990). An HRDI consultant 
analyzed the task content of several related positions and the results 
were utilized to revise the L T II program in ways that broadened the 
skills obtained by trainees. 

The fifth demonstration project focused on machine tool equip
ment operators at the Engine Compressor Division of Dresser-Rand, 
which manufactures sophisticated, customized compressors for a vari
ety of applications. Hourly workers at the plant in Painted Post, New 
York, are represented by Local 313, International Union of Electronic 
Workers (IUE).  A full-time HRDI staff person worked with an exist
ing joint training council (JTC) and a special joint committee to 
develop a self-paced program to enhance workers' machine operation 
skills. 

Though the demonstration projects spanned service and manufac
turing occupations in very different institutions, they shared several 
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characteristics. ( 1 )  Each project was spearheaded by a labor-manage
ment committee of some sort, either preceding HRDI's intervention or 
formed specifically to oversee the demonstration effort. (2) In ac
cordance with the distinctive aspects of apprenticeship, each work
based learning program integrated on-the-job training, mentorship, 
and classroom instruction. 

The status of the training programs varied as of January 1992, three 
months before the conclusion of the grant. Trainees had graduated at 
Group Health Cooperative (June 1991) and the Laboratory of 
Pathology (May 1991} ,  with both institutions committed to program 
continuation. At Boeing, 23 workers had started a program to qualify 
as electronic maintenance technicians. A group of five trainees were 
continuing their self-study medical transcriptionist program at 
Swedish Hospital. In December 1991 at Dresser-Rand, labor and 
management officials agreed to an implementation proposal for 
machine tool operator training. In its ongoing assessment of the 
projects, HRDI has drawn upon third-party evaluation reports and its 
past experience to identify several important lessons. 

Empowerment Through Authentic Joint Structure 

Though all of the HRDI projects involved unionized workplaces, 
the labor-management structure varied at each location. The 
ramifications were most evident at the manufacturing sites, leading to 
the first lesson: training programs will function more smoothly, and 
are more likely to be successful, if structured in a manner that 
complements the official union structure. Programs that are separate 
from union structures, not directly involving elected union officers, 
will become bogged down in miscommunication, confusion and sub
optimal results. 

Union structures dovetailed the new training program most 
precisely at Boeing, where the QTTP is governed by a six-person, joint 
training policy board that includes District Lodge President Tom 
Baker. This board provides overall direction to the QTTP and 
oversees a ten-person, full-time joint administrative staff that handles 
day-to-day operations. When the policy board agreed to work with 
HRDI on the electronic maintenance technician (EMT) program, it set 
up another joint committee of three incumbent EMTs and three shop 
floor supervisors. 

The new EMT committee, working with a consultant and a 
curriculum designer, met weekly to oversee all aspects of program 
development: detailed job analysis, curriculum design, application 



98 lRRA 44TH ANNUAL PROCEEDINGS 

procedures, screening, participant selection, and training on-the-job 
coaches. The involvement of union members in matters traditionally 
reserved for human resources personnel was very unusual for Boeing, 
so the EMT committee received little guidance about how to proceed. 
Because the program structure ensured worker input and was closely 
linked to union structures-two union workers on the EMT committee 
were shop stewards-committee members became progressively em
powered to take initiative, demand resources from both company and 
union, grapple with budgets, and develop administrative expertise. 
"Given initial assistance," reported University of Washington Professor 
Vandra L. Huber, "the program administration skills of joint board 
members will increase over time and will evolve into self-manage
ment" (Huber, 1991) . Over 18 months, the EMT committee designed 
a 3,900-hour training program that incorporates extensive OJT, docu
mentation of skill competencies, guidance from job coaches, custom
ized classes on company time, and off-hour classes in interpersonal 
skills and writing effectiveness. It is seen as a model for the entire com
pany. QTTP staff, who made a significant commitment of time to 
oversee the program, are now applying its lessons to a basic skills ef
fort. 

At Dresser-Rand, a joint training council (JTC) was formed in 1987 
as an informal, voluntary organization. Union and management 
officials agreed to keep it outside the union structure, without the 
benefit of collective bargaining language. The president of IUE Local 
313 is not a JTC member, and union representatives are volunteers 
selected by seniority after indicating their interest by responding to a 
bulletin board posting. The company provides staffing for the JTC, 
with its budget derived from state grants and company resources. In 
public presentations, JTC members distribute material stressing 
"voluntary participation" in the council and stating, "It is important to 
avoid having company or labor leaders actively participate as 
members of this group" (Bacon et al., 1990) . 

The JTC oversees a comprehensive program that includes 
confidential testing and assessment, basic skills instruction, and more 
than 30 technical classes, many held on company time. Union and 
management agreed to form a new joint committee for the demonstra
tion project, and HRDI signed a letter of understanding saying that the 
committee would function "under the umbrella of the JTC." Despite 
the presence of full-time HRDI staff with extensive apprenticeship 
experience, the "HRDI Committee" never functioned smoothly. 
After the target occupation was identified, a year was consumed in 
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wrangling over the content of training. Nontraining issues, including 
shop-floor conflicts, constantly intervened to disrupt committee delib
erations. A third-party evaluation reported that the committee never 
developed a unified vision or common conception of program devel
opment: some members looked to adopt model training from other 
firms, while others had a problem-centered approach that focused on 
resolving day-to-day problems (Meridian Corporation, 1991) .  

The entire initiative almost collapsed in February 1991 when the 
union boycotted all joint training meetings after the company had 
violated the confidentiality of an employee's test scores. The local 
union president, attempting to use this incident as leverage to increase 
union identification with training, proposed that the JTC be 
restructured with a policy board of union and management officials 
who would jointly select a full-time educational director. His proposal 
was rejected by "shocked" company officials who remain committed 
to a voluntary JTC. The crisis passed when the union's executive board 
accepted the status quo by signing a memo of understanding assuring 
confidentiality. 

The contrast between Boeing and Dresser-Rand highlights the 
critical nature of authentic joint structure in which elected union 
officials have direct, policy-making input into training efforts. The 
representative structure of the QTTP sets the organizational 
foundation for a win-win situation: management obtains a more highly 
skilled work force, while the union delivers additional benefits to its 
members. Elected union officers view joint training as a clear 
advantage in this setting, with their members progressively 
empowered to fulfill roles ordinarily performed by nonunion 
personnel. In a noninstitutionalized structure, activities will inevitably 
undercut the identification between members and their unions, 
leading to periodic disruptions and chronic instability. 

The Career Development Connection 

Writing and practice in the career development field traditionally 
has focused on professionals, technicians, white collar employees and 
managers . In accordance with the tenets of Taylorism, production 
workers and their service sector counterparts were valued mainly for 
their willingness to take orders and defer the creative thinking to 
others. Job satisfaction was not a consideration. It was presumed 
ordinary workers desired well-paying "jobs" not meaningful "careers." 

In its dislocated worker programs, HRDI has found that produc
tion workers are very receptive to career counseling, especially if it is 
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delivered by peers sensitive to their needs. This perception was 
reinforced in the UCLP demonstration projects, leading to the second 
key lesson: workers are keenly interested in career advancement and 
highly committed to work-related training, especially if it is developed 
jointly. 

Faced with changing work methods and new technology, many 
workers are eager to utilize their skills, abilities, initiative, and 
creativity in the pursuit of job satisfaction and employment security. 
When the EMT training program at Boeing was announced through 
union and management channels, more than 1700 individuals inquired 
about it and 810 persons completed applications. 

The response was similarly overwhelming at Group Health 
Cooperative (GHC) where more than 120 persons-far more than the 
employer had anticipated-applied for medical assistant training. The 
16 trainees enrolled in the GHC program displayed tremendous 
commitment, attending two three-hour evening classes per week and 
spending all day Saturday in clinical work. They formed ad hoc study 
groups and provided personal support to those who considered 
dropping out. Family members took up the slack at home. The 
program boosted the morale of trainees, increasing their commitment 
to quality services at GHC, and led many to look forward to future 
career advancement (Cohen and Owens, 1991) . 

Skill Training and New Work Systems 

A third important lesson emerging from the UCLP is the 
interdependence between work reorganization and continuous skill 
training. The implementation of "high performance work organiza
tion," with its emphasis on broader job categories and acute concern 
for quality, tends to cause great anxiety among workers accustomed to 
Tayloristic production methods. Ongoing skill training programs help 
to cultivate a supportive atmosphere where workers have access to the 
resources needed to maintain their employment security. 

With more than 106,000 workers spread out over dozens of 
facilities in the Puget Sound region of Washington state, Boeing 
represents a virtual coalition of companies striving for greater 
cohesiveness. Its hourly work force is divided into as many as 1,800 job 
classifications. Company and machinists union officials participate in 
a joint corporate jobs committee that is combining related job 
classifications, but the process has gone slowly. QTTP efforts are now 
helping to speed up work reorganization activities by reviewing 
similar classifications, identifying job families, and developing 
customized programs to train for greater job responsibilities. 



STRUCTURED WORK-BASED LEARNING 101 

At Dresser-Rand, the company is installing new computerized 
machine tool equipment and transforming the organization of work 
into a cellular manufacturing system where equipment is grouped 
together for the efficient machining of parts (Huber and Brown, 1990) . 
There is neither collective bargaining language to regulate the speed 
and direction of the new work system, nor has the JTC developed 
special training programs. Hourly workers tend to feel very insecure 
about these changes, mainly because they will eventually be required 
to operate all of the machines in their particular cell. The JTC focuses 
on classroom instruction. The absence of a mechanism to integrate 
both systematic on-the-job training and classroom education has 
hampered the company's ability to make optimal use of cellular 
manufacturing. 

The immediate outcome of the Dresser-Rand demonstration 
project is a prospective machine tool operator program that combines 
existing company-sponsored classes with "hands-on" laboratory 
experience and an unspecified amount of on-the-job training. As of 
this writing, it is too early to determine whether this new program will 
take hold. Company and union remain committed to the existing 
model of a voluntary JTC. 

The interrelationship between skill training and new work systems 
will be a prime subject of research and practice in the years ahead. 
The AFL-CIO Human Resources Development Institute is contribut
ing to this process through the development of a participatory model 
of "structured work-based learning" that balances the productivity 
requirements of leading edge firms with the career aspirations of 
workers. The hallmark of this model: a reliance upon the skills, 
knowledge, and creativity of workers in the design and implementa
tion of all phases of workplace training. Skill training programs will 
attain their full potential if individual workers and their unions feel a 
sense of ownership over those programs, and are progressively 
empowered by them to become engaged in many aspects of company 
decision making. 
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The Jolb !Performance learning Project 

In recent years, employers and policymakers have increasingly 
come to view a skilled work force as essential to economic success. 
They believe new training strategies are needed for the current and 
entering work force if our nation is to strengthen its position in the 
world economy. 

As part of this effort to develop new training strategies, the 
National Alliance of Business (NAB) developed the Job Performance 
Learning (JPL) project, beginning in July 1989, with support from the 
U.S .  Department of Labor. The project demonstrates structured 
work-based learning (SWBL) in four diverse industries. SWBL (used 
here interchangeably with JPL) provides a single comprehensive 
approach to preparing skilled employees through a combination of on
the-job learning and formal instruction. This approach to training 
draws on many of the principles of traditional apprenticeship, but 
generally requires on-the-job learning based on performance criteria 
rather than time-based systems requiring three to four years under 
traditional apprenticeship; is more flexible in order to meet the 
changing skills requirements of the work force; and may include more 
formal instruction by the employer or by educational institutions than 
traditional apprenticeship. 

In undertaking the project, NAB agreed to develop guidelines for 
the JPL model, select employers in service or high technology 
industries to implement the model, provide technical assistance, 
evaluate the implementation, and review policy implications (Fisher 
and Syrek, 1990). NAB contracted with organizations in four diverse 
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industries: Motorola University of Motorola, Inc., the American 
Bankers Association, and Southern Maine Technical College in 
cooperation with Maine environmental services employers. The fourth 
site at Eastman Kodak Company was in the design stage at this writing 
and is not included in this paper. Evaluations of the projects were 
conducted by a third party, Meridian Corporation. 

The ]PL Model is innovative because it focuses on expert worker 
performance by integrating learning that occurs on the job with that 
which occurs away from the job and by systematically structuring the 
on-the-job experience to provide efficient, effective attainment of 
skills and knowledge. The model is based on eight principles: ( 1 )  
Learning must be treated as an integrated whole; (2) Instruction must 
support the employer's strategic goals; (3) Instruction is used to 
address skill and knowledge deficiencies; ( 4) A Job Performance 
Profile is developed for each job; (5) From this profile, performance 
criteria (or competencies) are determined; (6) Mastery of these skills is 
the ultimate test of learning; (7) A single learning plan should be 
developed for each individual; and (8) Learning becomes a continuous 
process, as the learning plan is adjusted to changing job conditions. 

Parameters for NAB's ]PL demonstration projects were: ( 1 )  Major 
job duties constitute a commonly defined occupation; (2) Substantial 
job specific learning beyond a high school education is required; (3) 
The trainee is expected to continue working for the organization after 
successful completion of the program; (4) Job related basic skills 
( l iteracy, math, etc . )  are offered as needed; (5) There is an 
understanding between employer and employee/trainee about the 
conditions of training; (6) Certification of skills is provided to the 
trainee; and (7) Participating employers should address the potential 
for certification by an external body (e.g., industry association or 
community college). The last two parameters relate to the develop
ment of industry-wide standards for jobs or job clusters. These will be 
discussed further in the final section of the paper. 

NAB facilitated project development through site visits and the 
production of two guides (Komatsu, May 1990 and September 1990) .  
These guides reinforced the importance of performing a job analysis 
before designing the learning program, and suggested various job aids 
that could be used with trainees by mentors or coaches as a means of 
structuring the on-the-job learning. 

Motorola's Technician Education Network (TEN) 

In recent years, Motorola has had difficulties hiring qualified 
electro-mechanical technicians (who repair, maintain, and support 
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equipment that tests and packages microprocessors to provide 
efficient production flow) in its semiconductor manufacturing 
operations. TEN training was developed in response to this need. The 
pilot phase, started in the fall o( 1991, provided training for electro
mechanical technicians at the Semiconductor Products Sector plant in 

Austin, Texas. Full training, expected to take one to two years, is 
scheduled to start in June 1992. 

The TEN project plan was developed by several committees 
(steering, subject matter experts, design, and Austin Community 
College). The plan involved a job analysis of electro-mechanical 
technician jobs throughout the company. A DACUM (Developing a 
Curriculum) process was used, consisting of workers, supervisors, and 
managers meeting in focus groups to determine job tasks, skills, and 
responsibilities for each specific job. Electro-mechanical technicians 
were found to require similar skills across the company. Job progres
sion requirements were developed; a curriculum based on a skills hier
archy, which details in hierarchical order the skills and tasks needed to 
maintain equipment, was designed; and the program design-learning 
objectives and instructional strategy ( training, education, relevant ex
perience, and mentoring performance) was laid out. 

The skills hierarchy analysis included knowledge/ skills (e.g., 
electronic terminology, statistical process control) ,  tools (e.g., power 

tools, oscilloscopes) ,  and attitudes (e.g., teamwork, motivation) . For 
each skill, the program design provided an objective, training activity, 
and source. For example: "describe function of parts," the objective 
was, "Given a list of (equipment) assemblies and subassemblies, the 
participant will describe how they work." The training activity was 
on-the-job training (OJT) and the source was "Trainer/Technician/ 
Mentor." 

Seven job performance objectives were identified and formed the 
foundation for the training model implemented during the pilot phase 
of the TEN project. These were operate and set up equipment, 
perform preventive maintenance, perform limited range of equipment 
repair, troubleshoot to board level, read and interpret equipment 
blueprints and schematics, collect data and carry out experiments 
using statistical methods, and participate on a problem-solving team 
(Meridian, December 1991).  

These job objectives were met by participation in eight areas of 
study. Pilot participants took (or tested out by passing a competency 
test) units on cardiopulmonary resuscitation, computer literacy, and 
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computer use (introduction, word processing and spreadsheets) .  They 

also chose one unit of the following: effective presentation or meeting 
skills, interpersonal skills, or listening skills; participated in a problem
solving team that met for two hours weekly over a four-week period; 
and took two courses offered by Austin Community College (ACC), 
Electronic Systems, and Mechanical Systems I. A prerequisite to 
Mechanical Systems I was structured OJT on machine parts at 
Motorola. 

In addition to OJT on machine parts, most of the other modules 
involved OJT to complement the classroom training. The OJT is 
provided by technician advisors (T As), senior technicians trained to 
work with trainees on an individual basis. The responsibilities of the 
T As were defined as: train/support acquisition of new skills; evaluate 
performance; provide feedback, coach, advise/counsel; and act as a 
role model. Motorola made it clear that for attendance or discipline 
problems, trainees should be referred to their own supervisors or 
managers. The TAs received a T A training workbook and participated 
in a four-day training program. 

A lengthy manual, Technician Advisor Training, was developed to 
cover instructional analysis, performance objectives, instructional 
strategy, roles and responsibilities of the T A, adult learning theory, 
instructional techniques, and coaching concepts . This guide is 
interactive, asks the TA to respond to questions and think about how 
he/she has dealt with similar problems. 

A course map was developed that showed how each module 
related to other modules and the course as a whole. Trainees had some 
choice in deciding the order in which modules were studied. T As 

retained all course-related material and released it to trainees when the 
trainees indicated they were ready to start a particular module. 

The TEN pilot project recruited candidates from four departments 
within semi-conductor operations. Applicants for the pilot training 
were selected according to their ability to set up and operate 
equipment, complete Motorola's Gateway Literacy test, and their 
years of experience. The same selection process is expected to be used 
for future TEN training, although the project team felt that employees 
with less experience may be able to participate at their manager's 
recommendation (Meridian, December 1991) .  

Four employees were selected to go through the pilot program 
together. The project team felt that there was value in groups of four 
to eight goiTlg through the program together, but believe the program 
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is flexible enough for people to be slotted in on an individual basis if 
necessary. 

Formal mechanisms to monitor the program include competency 
tests, participant and T A progress summaries, trainee evaluations of 
each class, ACC tests, regular telephone contact with ACC instructors, 
separate meetings with trainees and T As, and a T A and trainee survey 
(Meridian, December 1991) .  Motorola is writing a guide for using the 
JPL model in training for other jobs across the company. 

The Motorola TEN demonstration meets most of the principles 
and parameters of the JPL demonstration guidelines described above. 
For example, learning is integrated with formal classroom instruction 
at both Motorola and ACC, combined with structured work-based 
learning under the guidance of a T A. Learning is performance driven, 
based on the DACUM analysis approach and regular reviews 
provided by Subject Matter Expert and Design Committee meetings. 
Skills learned are certified through competency tests, and trainee and 
T A progress summaries. Motorola is exploring external certification of 
TEN, possibly with the International Society of Certified Electronic 
Technicians. 

Some other preliminary lessons learned are (1)  Having multiple 
committees work on designing, developing and implementing the 
training program is effective, and particularly helpful in "selling" the 
programs to all stakeholders; and (2) Completing a job analysis 
provides a solid foundation for the program design, and makes other 
activities (e.g., identification of performance objectives and develop
ment of competency tests) relevant to the actual job requirements. A 
link was established with the Business Technology Center (BTC) of 
ACC rather than with a credit-granting department because BTC was 
more flexible in tailoring courses to meet the needs of the TEN. 

The American Bankers Association (ABA) Performance 2000 
Project 

Designed for newly hired tellers, Performance 2000 was seen as a 
means of addressing skill deficiencies in the bank teller applicant pool, 
and for some banks, as a way of reducing turnover. This project was 
implemented in 12 banks located in five cities across the country, 
under the direction of the American Institute of Banking (AlB) , the 
training and education division of ABA. Local site coordinators met 
three times with the Washington-based AlB to guide program 
implementation. Due to the limited authority of the AlB over the sites, 
Performance 2000 did not follow all of the guidelines for the project. 
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Performance 2000 had three components: basic skills, classroom 
training in technical skills, and structured on-the-job training. Six 
modules of a newly developed basic-skills curriculum, Strategic Skill 
Builders for Banking (SSBB) (Mikulecky and Philippi, 1990), designed 
for employees with marginal skill deficiencies in computation, 
communication, etc., were used for the basic skills component. Unlike 
the JPL model, the technical component was not based on job analysis 
of the teller position, but was the technical teller training (TTT) 
normally used at each bank, and covered the core job functions such 
as balancing the cash drawer, transaction processing, customer 
service, security, cross-selling products and services, and communica
tion. The third phase consisted of structured OJT under the guidance 
of mentors, who provided planned exercises, experiential learning 
activities, and feedback for participants . A Teller Mentor's Guide, 
written by an expert on bank mentoring, with input from the 
Performance 2000 site coordinators, provided checklists to be used by 
mentors to ensure the satisfactory completion of each task by trainees. 

Thirty-nine participants were enrolled in Performance 2000, and 32 
completed the training; seven were terminated before reaching the 
mentoring phase. Two terminations were unrelated to performance; 
five people failed to maintain the required average test scores during 
the TTT phase. 

The trainees were selected differently at each site. Three sites used 
their normal hiring procedures, placing new hires during a certain 
period in the program. But changing economic conditions, which 
lowered demand for new hires, led two sites to include tellers already 
on board who were deemed "at risk" of maintaining their jobs. 

With the exception of one bank, the SSBB screening and placement 
measures were not used for selection purposes, but were administered 
after enrollment in the demonstration. The SSBB modules were 
referred to as "boring" and "easy" by many participants. This was 
predictable since two-thirds had some college and almost half had 
prior banking experience, but at the same time trainees agreed it was 
a good refresher course. The slow pace of SSBB did not prepare 
students for the demanding TTT (average test scores must be 
maintained) component that followed the basic-skills phase (Meridian 
Corporation, August 1991) .  

The mentoring component was generally regarded as successful. 
Trainees and mentors noted that some skills, such as effective use of 
body language, and completing two or more functions simultaneously, 
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are learned more effectively on the job than in the classroom. 
Mentoring can also improve new employee confidence and motivate 
them to succeed. Providing training for the mentors proved to be 
critical to their success. The mentoring component was implemented 
in different ways across sites. It seemed to be most effective when the 
mentoring was conducted by experienced tellers rather than the head 
teller (due to heavy daily workloads), the Teller Mentor's Guide was 
customized by the bank, the mentors received training in the 
mentoring process, and the mentors were given adequate time to work 
one-on-one with the trainee assigned to them. 

As a voluntary program with few specific requirements of 
participant banks, Performance 2000 did not closely follow the JPL 
model; thus generalizations from this demonstration are limited. For 
example, due to the recession, hiring was limited, and several trainees 
were already experienced tellers. Also, banks were given much leeway 
in implementing the three components described above. The level of 
authority of the site coordinator was important in persuading bank 
staff (both supervisors and senior management) to support 
Performance 2000. Generally programs suffered from lack of 
communication between senior management and operational staff. 
Since the roles of managers were not always spelled out, at some sites 
mentoring was given a low priority compared to the day-to-day 
pressures of serving customers (Meridian Corporation, August 1991 ) .  
Nevertheless, judging from interviews with bank staff, the key lesson 
learned is that when the mentoring component is implemented using a 
customized Teller Mentor's Guide, which incorporates the findings of 
Expert Performance: Designing On-the-Job Learning (Komatsu, 
September 1990), it increases the value added to the overall training 
program. 

Southern Maine Technical College (SMTC) 

SMTC, in conjunction with private and public environmental 
services employers, is demonstrating JPL as part of a new associate 
degree in the applied science program in environmental technology. 
The curriculum provides students with the fundamental skills required 
for entry-level employment in existing and emerging careers in the 
environmental sciences. The project originated in the spring of 1989 
when SMTC formed an advisory committee of employers in the envi
ronmental services area to identify job opportunities and/or employ
ment needs. It was agreed that the classroom/laboratory instruction 
should be supplemented by a summer internship between the first and 
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second years of the program. Involvement in NAB's JPL project 
allowed the internship concept to expand to become a work-based 
partnership model. 

For the 1990 summer, SMTC developed cooperative agreements 
with nine small employers who either could hire an intern that 
summer, or would be willing to do so in the future. Eight students 
were placed with four employers, and another student, working full 
time in the environmental field, fulfilled the internship requirement by 
preparing curriculum materials in her field of expertise. Other students 

fulfilled internship requirements during the 1990-91 school year or 
during summer 1991. 

SMTC has compiled documentation on which skills are learned 
through coursework and reinforced during the internship (or visa 
versa), and those that are learned only through the work experience. 

The latter skills include using proper procedures to clean up oil and 
chemical spills, safely operating power and hand tools, operating and 
navigating small boats, and using proper traffic control procedures 
around work areas. Internship position descriptions include activities 
involved, and reference the skills described in the documentation. 

SMTC developed an informal assessment survey of the internship 
program to be completed by both the employers and the interns. The 
results indicated that the cooperating employers were satisfied with 
the interns' entry-level skills, their performance on the job, and the 
value the intern contributed to their operations. One employer noted, 
"Jay worked extensively in the QC lab and the maintenance 
department. His efforts were invaluable during a busy time." The 
students were generally favorable, with one writing, "The internship 
program is a great learning experience. I was able to contribute what 
I learned during the summer to the third and fourth semesters." 

The formation of an advisory committee of cooperating employers 
ensured that the program was directed toward fulfilling labor market 
needs, and laid the groundwork for a thorough DACUM analysis 
which formed the basis for both classroom and on-the-job com
ponents. This analysis strengthened the classroom instruction of 
SMTC's environmental technology program and reinforced the 
caliber of the instructors, most of whom had prior industry back
ground. Another asset of the program was that SMTC had an instruc
tor who provided OSHA safety training and certified students in this 
area. This certification permitted students to participate in a wider 
variety of projects during their internships. 
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Although both students and cooperating employers were 
enthusiastic about the internship project, it seems clear that not all 
students received a guided SWBL experience. There were no standard 
training procedures for job supervisors, nor were there guidelines, 
manuals, or checklists to guide the on-the-job learning. However, 
SMTC is in the process of developing training and materials to be used 
in the future. 

The program design (advisory committee and DACUM process) 
and the training model, which includes an on-the-job component, are 
elements of SMTC's program that could be replicated by other 
colleges. However, as noted above, the internship needs to include a 

more structured learning process in order to maximize its benefits for 
both students and employers. 

lessons learned 

Given that NAB's JPL principles and parameters were designed as 
guidelines rather than requirements, it was not expected that each 
demonstration would meet all guidelines. Generally, Motorola 
probably developed the most complete model because it developed 
an integrated approach combining SWBL, guided by a technical 
advisor, with classroom training. The Performance 2000 sites included 
basic skills, classroom training and SWBL, but the classroom training 
was not based on job analysis, and the SWBL varied across sites. 
However, the SWBL was successful when the Teller Mentor's Guide 
was customized and managers gave mentoring a high priority. While 
SMTC used a DACUM process to guide course development and 
write position descriptions of the internships, the degree of structure in 
the internship depended on supervisors, who received an informal ori
entation but were not trained as advisors/mentors in any structured 
way. 

Because the Motorola and SMTC programs were developed 
through a job analysis/DACUM process, each included learning 
objectives and skill competencies that could be certified. For those 
banks customizing and using the Teller Mentor's Guide, competencies 
achieved could also be documented. In terms of formal recognition, 
SMTC provided the OSHA certification in addition to the associate 
degree, and Motorola is looking into certification by the International 
Society of Certified Electronic Technicians. Although the competen
cies or standards developed in the three projects could be reached in 
different ways, judging from the interviews conducted by Meridian 
with JPL participants and program staff, the merits of combining 
SWBL with classroom training are well worth the extra effort. 
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DISCUSSION 

MARK TROPPE 
U.S. Department of Labor 

Today I'd like to talk briefly about these three demonstrations by 
putting them into a broader context. There are some key elements and 
lessons learned from our experiences here, which have been 
mentioned already. I'll talk about some of the barriers to wider 
replication. But most importantly, I'd like to put these skills upgrading 
efforts into the context of what is happening in some American 
institutions-call it total quality, the development of high performance 
work organizations (HPWOs),  whatever you want. How do these 
demonstrations relate? My premise is that fundamental structural 
changes of this nature must occur widely in private firms, in our 
schools, and in government itself. This way of thinking about learning 
must become the norm, rather than simply an exemplary model. 

Barriers to Replication 

From the Department of Labor's (DOL) point of view, these 
demonstrations failed if we developed successful projects with a 
limited number of firms, learned a few lessons, and it ended there. It's 
important to promote these models as part of the rethinking of work 
processes, and how people fit into the planning, the restructuring of 
the American workplace. Interestingly, each of the three demonstra
tion projects is predicated on a different avenue for replication. 

The joint labor-management efforts that Marschall discussed are 
nice because successful models can be incorporated into subsequent 
collective bargaining contract negotiations. There's an opportunity for 
widespread impact. NAB's demonstrations used world class firms that 
are industry leaders, so there was a natural attraction to copy what 
those who are most successful are doing. For instance, Motorola is part 
of a network of semiconductor firms in Austin, and they are now 
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working within that network to share information about the model. 
WAVE used the industry association approach, traditionally focused 
on lobbying for its members, with its child care project, which many 
have suggested as a vehicle relatively untapped in this country. 

So what are the barriers? The biggest obstacle is that these projects 
were forcing cultural change within their organizations-change in the 
way that training was viewed and delivered. They didn't fit into the 
traditional framework for training, where employees sign up for a 
course from the training catalog, go off and sit in a classroom learning 
material that may have some relevance to the job, then go back to real 
work. In these cases, it involved working through existing institutions, 
and often creating new structures to develop a new method for 
addressing skills upgrading needs. It also requires patience to obtain 
agreement and buy-in from those used to providing training in a 
different manner. 

It takes a tremendous commitment of time and money by the 
employer to initiate this kind of effort. Large, successful employers 
did it, and it was difficult; small employers face additional obstacles. 
The time to perform serious job analysis, to determine the skill 
requirements necessary and the sources/ways to meet skill require
ments, how to involve employees, etc. make for quite an undertaking. 

For small firms, there's the issue of expertise. We've talked to lots 
of small employers who are interested in making these kinds of 
investments, although less so with the recession, but don't know where 
to begin. How do you sort out the vast array of available resources, 
government programs, and educational materials that best meet your 
needs? How do you get beyond the daily "fire fighting" so that you 
can do long-term planning? 

Finally, there are the problems of defining and measuring on-the
job training (OJT) and its impact. Any effects observed could be due 
to so many other factors; how do you quantify and assign a cost to 
training time, for instance, when some of the learning is informal, 
some of it occurs during work hours, and some of it occurs on the 
employees' time? Outcome measures are likely to differ largely from 
one firm to the next. 

Broader Context 

Why are these models important in a broader context? It seems that 
there is consensus building around the country that the new world 
order will be determined largely on economic grounds, not on the 
basis of military strength alone. Traditionally, we've thought of access 



STRUCTURED WORK-BASED LEARNING 115 

to capital for investment, access to new technologies, and even well
run companies as critical to productivity growth and maintaining our 
quality of life. These assets and characteristics will obviously continue 
to be of great importance. 

But this emerging world economy moves money and machines 
across borders in a manner unimaginable just a few years ago. Large 
corporations are spread across the globe. I read a telling illustration in 
the paper last week of some South Korean computer makers using 
state-of-the-art German technology to design systems for a narrow 
segment of the American market. In this kind of economy, and where 
any developed country can purchase another's resources, those assets 
that we don't share with other countries (workers, infrastructure, and 
public resources) are what will set apart those who are most 
successful. Government and business must ascertain how to best 
support and deploy these resources in ways that promote quick and 
clever responses to rapidly changing markets. 

What we've heard about today are some model programs, 
programs that enable workers to systematically increase skill levels 
through a combination of work, mentoring, classroom training, and 
OJT. So we're focusing on the first of the three nontransferable assets. 
They were initially funded as a way to expand an effective method of 
training-apprenticeship-to new industries and occupations. We 
called this work-based learning. These projects have evolved as our 
thinking at DOL and nationally has evolved re: the importance of 
training and indeed, lifelong learning. 

As research has been done on the role and impact of training, it has 
become increasingly evident that a critical element is the context in 
which training occurs. It makes no sense to invest heavily in training 
and to put those highly skilled employees into a routinized, mass 
production environment. You have to ask the question: "Training for 
what purpose?" These projects become an important component in 
that broader context of the HPWO. The upgrading in these projects is 
exactly the kind of upgrading that needs to go on to support the move 
to HPWOs in America by building the capacity of our work force. 
Their importance is recognized by employees. Look at the demand to 
get into these pilot skills-upgrading programs. At Boeing, Marschall 
mentioned that 804 employees applied for 24 available slots. I think 
this reflects a recognition that our traditional notion of job security
that you hook up with one employer for the majority of your career
is changing. (It would be unrealistic not to change, in the face of the 
magnitude of the blue collar layoffs that occurred during the 1980s; 
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and now we're seeing layoffs and significant restructuring in white 
collar jobs as well.) "Job security"-attachment to one job-is 
evolving into "employment security," with the critical distinction 
being that each employee must have sufficient skills that they are 
employable throughout their careers, usually with a series of 
employers in related jobs. 

It is from this base that you hear people in Washington today 
discussing the need for employees to have opportunities to certify 
their skills and to obtain portable credentials. Think about the 
advantages of this scenario, where the individuals completing the 
kinds of upgrading programs that have been discussed today, and 
demonstrating certain skill competencies, would receive a credential 
that was recognized throughout the industry. The credential would be 
recognized because it had been developed jointly by employers in the 
industry and, where appropriate, labor representatives as well. 

To accommodate this broader vision, we have adapted our 
understanding of work-based learning. The National Advisory 
Commission on Work-Based Learning at DOL has been pursuing a 
broader definition of work-based learning in their contacts with 
leading edge firms. This definition recognizes that there are elements 
of the following when people talk about work-based learning: 1 )  
workplace literacy, 2 )  apprenticeship, and 3)  training. I t  i s  becoming 
evident that each element of this definition is important, necessary, but 
not sufficient. Each element alone is incomplete. 

· 

Leading edge firms have a much broader perspective on the 
learning process, one that attempts to transform the finn into a 
learning enterprise to continuously improve technology and work 
processes. Improving the skills of the work force is thus important 
mainly because it promotes constant innovation in work processes and 
technology. 

We use this broader definition, incorporating the elements of skills, 
training, technology, and work organization. There is a strong 
relationship among these elements found in successful companies. 
They will tell you, over and over again, that the integration of these 
factors leads to significant productivity gains. 

Conclusions 

It would be a mistake to think about these models only as programs 
that worked. I think there is an increasing realization that successful 
changes within companies must be embedded into the fabric of the 
company. Training and lifelong learning and commitment to the 
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people as a valued resource must be incorporated into the philosophy 
of the way work is done and organized. We need to figure out how to 
make this type of effort commonplace. 

As we in government wrestle with these issues, there are some key 
questions. What is the appropriate government role? How do you 
target the limited federal resources? To potential growth industries? 
Failing industries? Individual companies? Small firms? Individual 
workers' skills? How do you encourage firms to think beyond "today's 
problems" to recognize the challenges of this new economy? What 
organizational structures within government can make this happen 
most effectively? How do you do this without inviting the charge of 
engaging in industrial policy? We look forward to resolving these 
questions with you as we proceed. 



VI . KEEPI N G  AN D BREAKI N G  

PEN S I O N  PRO M I SES 

Pe n s i on Te r m i nat i o ns and 
I m p l ic it  Contracts 

JosHuA G. RosErr 
University of Illinois 

The Employee Retirement Income Security Act (ERISA) of 1974 
sought to clarify employee rights and employer obligations for 
defined benefit (DB) pension plan assets and promised benefits 
( liabilities of the plan ) .  ERISA established minimum vesting 
standards, increased fiduciary responsibility for plan management, 
and required insurance for benefit payments through the Pension 
Benefit Guarantee Corp. (PBGC), a federal agency. In addition, 
ERISA gives employers the right to reclaim assets in excess of 
termination benefits from the plan via "termination and reversion." 
Termination benefits are vested and unvested accumulated benefits, 
which reflect wages and tenure as of the termination date. If the plan 
were not terminated, participants could expect to receive projected 
benefits at retirement, reflecting retirement-age wages and tenure. 
Hence termination and reversion allows employers to capture excess 
assets (assets in excess of termination benefits) or the difference 
between projected and termination benefits, whichever has greater 
value. 

Though ERISA establishes the legal basis for terminations of 
pension plans, employees may expect pension plans to continue until 
they retire, so that sponsors benefit at the expense of employees. 
Several previous articles explore terminations in the context of an 
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implicit contract where risk-neutral firms fully insure projected 
pension benefits to risk-averse employees. In such a model, a change 
in the level of projected benefits (even if legal) indicates a breach of 
the implicit contract. This paper examines the implicit contract under 
an alternative model that assumes that employees prefer to accept 
lower pension benefits when the firm does poorly, rather than insist on 
payment of projected benefits and thus risk driving the firm into 
bankruptcy and losing all future compensation. In this model, 
termination may be the realization of one contingency of the implicit 
contract, rather than representing a breach of contract. 

Background and Previous Research 

With the stock market rise and high interest rates in the early 1980s, 
many DB pension plans became overfunded relative to liabilities for 
termination benefits. In that period both the number and value of 
terminations rose dramatically (Mitchell and Mulherin, 1989) . Firms 
with overfunded plans began to exercise the legal right, under ERISA 
(Section 4041) ,  to reclaim excess assets by buying annuities that 
covered termination benefits, terminating the plan, and reverting the 
assets to the employer. 

Significant research has been directed at understanding the causes 
and consequences of terminations for reversion. Among the factors 
found to cause the termination decisions are financial distress, tax 
incentives, proximity to takeovers, and wealth transfers from 
employees to shareholders. Thomas (1989) provides a good discussion 
of these issues. 

Recent work on breach of implicit labor contracts (Shleifer and 
Summers, 1988) has focused attention on possible transfers of wealth 
from employees to shareholders. Papers that examine the share price 
response to terminations typically find statistically significant stock 
price increases of 1 percent to 4 percent over short periods (one to five 
days) around the date when knowledge of the termination becomes 
public. The best readily available proxy for this date appears to be the 
filing date (when the PBGC receives the application for termination) .  
Mitchell and Mulherin ( 1989) summarize the findings regarding stock 
returns. The stock price response results indicate that transfers of 
wealth from employees to shareholders are possible. 

Lazear (1979) gives a motivation for implicit contracts. If wage
tenure schedules are steeper than value of marginal product (VMP) 
schedules, the employee effectively posts a bond early in tenure to be 
repaid later. Hence expected employment duration is likely to 
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increase. The implicit contract allows investment in human capital 
beyond what the spot market for labor would permit and creates a 
rent to be split between employees and firms. This arrangement also 
may require incentives for retirement, as wage exceeds VMP late in 
life. Pensions fit into this framework well, as pension formulas can be 
manipulated to both increase the slope of the compensation schedule 
during most of the employee's career and to encourage retirement at 
the appropriate time (Kotlikoff and Wise, 1987) . Firms have incentives 
not to break the implicit contract because, if they do, they suffer a 
reputation loss and employees impose a penalty by demanding higher 
wages early in tenure. 

Ippolito (1985) provides a model where employees and firms are 
jointly better off with an implicit contract which essentially promises 
to pay projected benefits. Ippolito refers to this as a "real" pension, as 
final wage estimates embedded in projected benefit estimates reflect 
real wage growth. Employees implicitly contribute to pensions at a 
rate commensurate with accumulating real benefits. In this model, 
termination of the pension plan (even without reversion of excess 
assets) breaches the implicit contract by reducing the value of the 
pension plan to termination benefits rather than projected benefits. 
The model assumes that the firm is able to fully insure the employee, 
as no allowance is made for benefit adjustments if the firm does 
poorly. 

Terminations, Reversions, and Explicit and Impl icit Contracts 

I consider two extensions to Ippolito's model. First, the implicit 
contract may provide for a contingency where, under certain condi
tions, the parties agree that termination benefits will be paid rather 
than projected benefits. That is, the explicit contract may grant the 
legal right to terminate, but the implicit contract may provide con
tingencies for when that right may be exercised. Second, the implicit 
contract may cover plan assets in addition to benefits, as employees 
may believe that they will receive any excess assets in case the plan is 
terminated. That employees expect to receive excess assets under the 
implicit contract seems unlikely for two reasons. First, funding status 
primarily depends on factors other than employee performance and 
tenure (such as securities markets performance) .  Hence an ex post 
claim to assets does not provide ex ante incentives necessary for the 
implicit contracts to work. In contrast, tying benefits to wages and ten
ure provides these incentives. Second, if sponsors are partly liable for 
funding shortfalls but do not benefit from excess assets, they may 
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prefer defined contribution (DC) pension plans, where their risk is less 
than in DB plans. 

Ippolito and James ( 1990) and VanDerhei (1987) point out the 
importance of distinguishing the type of successor pension plan in 
determining the consequences for participants. Those with DC or no 
successor plans (called "true terminations" by Ippolito and James) 
leave employees worse off when terminations occur. However, other 
than losing a claim to excess assets, spinoffs and terminations with DB 
successor plans are often structured to leave employees as well off 
after the termination as before. I refer to these as "re-establishments," 
though the term is technically incorrect for spinoffs. 

Consider two types of implicit contracts that, jointly with the 
explicit contract, govern the pension benefits employees receive when 
a pension plan is terminated. First is the full insurance case, where the 
firm unconditionally promises to pay projected benefits. The other 
case is characterized by risk sharing between employees and em
ployers so benefits are contingent. Hart (1983) examines these cases in 
the context of implicit contracts including wages and employment in 
a two-period model. He shows that the full insurance case arises when 
firms are risk neutral and employees risk averse. If firms are risk 
averse, then employees and employers will share risk, and wages can 
vary with the state of the world, with higher wages paid in the good 
(G) state and lower wages paid in the bad (B) state, conditional on the 
satisfaction of incentive compatibility constraints. In the risk-sharing 
case, employees accept lower wages when B occurs rather than 
forcing the firm into bankruptcy. 

I apply the Hart model to terminations. First consider the case of 
true terminations. For these, the risk-sharing case requires poor firm 
performance (B) before benefits can be lowered through pension plan 
termination. Since shareholders value firm performance, one sign of B 
is abnormally bad stock price performance before the termination.  In 
contrast, the full insurance case does not predict that terminations are 
preceded by poor stock performance, as there is no provision for 
lower benefits resulting from termination. Since the implicit contract 
operates via incentive compatibility constraints that make the firm 
worse off if it breaches the contract in B as well as in G, the firm should 
not be more willing to incur the penalty for breach in B than in G. 
Hence with full insurance there is no prediction that poor stock 
performance will precede true terminations. 

For re-establishments (terminations that do not adversely affect 
employees) ,  implicit contract-based predictions of abnormal stock 
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performance preceding terminations depend, in part, on whether 
excess assets are covered by the contract. If employees have no right 
to excess assets under the implicit contract, then share price need not 
decline before re-establishments, as employee benefits are not 
reduced. If employees believe they will receive any excess assets, then 
(as for true terminations) negative excess stock returns before 
terminations are predicted by the risk-sharing arrangement, but not by 
the full insurance case. 

To summarize, the risk-sharing implicit contract model predicts ( 1 )  
poor stock performance before true terminations, and (2) poor stock 
performance before re-establishments if excess assets revert to 
employees. Alternative models that characterize terminations as 
breach of implicit contracts may make similar predictions. However 
the meaning of "implicit contract" is unclear in these models since, in 
the presence of implicit contracts, other factors that influence the 
probability of termination must be conditional on the satisfaction of 
the incentive compatibility constraints. For example, a finding that the 
probability of a pension plan termination increases with its value to 
shareholders (Petersen, 1990) is not evidence of a breach of the im
plicit contract, but rather may show that, contingent on satisfaction of 
incentive compatibility constraints allowing termination, firms are 
more likely to take actions that pay more. 

Data and Empirical Results 

I test the model using data on pension plan terminations supplied 
by the PBGC. The full data set includes all 1972 terminations with 
reversion values over $1 million from May 31, I980 to January 31, 1989. 
PBGC variables include plan assets, termination benefits, date of 
termination, and (for subsets) termination filing date, and successor 
plan type. I gathered additional information on NYSE or AMEX stock 
values and control events such as takeovers. Reversions with the same 
sponsor, filing date, and successor plan type were aggregated. All 
information needed for the tests is available for a sample of 37 true 
terminations and 59 re-establishments undertaken by employers 
traded on the NYSE or AMEX. For all i,972 plans, total plan assets are 
$47 billion, and total reversion values are $21 billion. For the 37 true 
terminations, assets and reversions are $1.4 and $0.4 billion respective
ly. For 59 re-establishments, the values are $7.5 and $4.5 billion.  Both 
samples contain larger than average plans; unfortunately the sample 
sizes are rather small. 
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Tests of the stock market returns preceding terminations are based 
on a market model. For firm i, let a; and b; be OLS estimates for a; and 
{3; in R;t = a; + {3; X Rmt + fit, where R;t is the stock return for firm 
i in month t, Rmt is the value-weighted market index (including divi
dend distributions) in month t, and fit is assumed to be distributed 
normal (O,af) . I estimated a; and b; using 60 monthly stock returns 
starting 85 months before the termination filing date. Let s; be the 
standard deviation of the residuals; then estimated abnormal returns 
for the 24 months before the filing are prediction errors, 
e;t = R;t - (a; + b;XRmt) .  Define the cumulative standardized abnor
mal return (CSAR) for months t1 to tz as 

tz 
CSAR; (t!, tz) = � 

t = tl 

where Gt is a correction for out-of-sample prediction (see Patell, 
1976 ) .  Then Z;( t i , tz)  = CSARi(t i ,tz)/ ./ ( tz - t1 + 1 )  is distributed 
approximately normal (0, 1 ) .  Summing over N companies, 
ZN (t 1 ,tz) = �Z;(t i,tz)/ ./ N is also approximately normal (0,1 ) .  Hence ZN 
gives a measure of the collective abnormal stock return performance 
for the N firms. 

For the 24 months ending one month before the termination filing, 
ZN ( -25, -I) = - 3.03 for the true terminations, with a p-value of 0.002 
in a two-tailed test. Thus, for the true terminations subset as a group, 
stock prices suffered highly statistically significant negative abnormal 
returns over the two years before the termination. This finding is 
consistent with the risk-sharing implicit contract prediction for true 
terminations . As evidence that these results are economically 
significant, I also calculated (nonstandardized) cumulative abnormal 
returns, CARi(ti ,tz) = �teit over the 24-month window. The mean CAR 
for the true termination sample is -0.29. In the sample the average 
firm undertaking a true termination lost more than a quarter of its 
market value due to negative abnormal performance over the two 
years before the termination. 

For the 59 re-establishments, ZN (-25,-1) = -1.92, which has a p
value of .055, nearly significant at the 5 percent level. These results are 
consistent with the implicit contract covering excess assets held by the 
plan, though the results are weaker than for true terminations. For this 
sample, the mean CAR is -0.15. Again the average firm lost a fair 
portion of its market value through negative abnormal stock price 
performance over the two years before the termination. 
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The difference in statistical and economic significance of the 
abnormal stock returns between the true terminations and the 
re-establishments deserves some attention. First, as Petersen pointed 
out in comments on this paper, the PBGC classifications of successor 
types are not always accurate. If some are misclassified, any 
difference between the stock price effects would be reduced. Hence 
the negative stock performance for re-establishments, which is 
marginally significant, may in fact be insignificant. This would be 
consistent with implicit contracts covering only benefits, not excess 
assets. Second, if excess assets are covered by implicit contracts, the 
apparently smaller stock losses required before the termination in the 
case of re-establishments is consistent with relative termination values. 
That is, re-establishments recover only excess assets, while true 
terminations transfer excess assets or the difference between projected 
and termination benefits, whichever is larger. 

Conclusion 

This paper shows that firms undertaking pension terminations for 
reversion are, on average, in poor condition before filing for 
termination. Firm condition is measured by abnormal stock returns 
over the two years before the termination. These findings are 
consistent with the existence of incentive compatibility constraints for 
implicit contracts characterized by risk sharing between employees 
and shareholders. Hence, rather than interpret termination as breach 
of implicit contract, I interpret it as a realization of one contingency of 
the contract. Though the results are strong for true terminations, small 
sample sizes and potential problems with successor plan identification 
call for further investigation to corroborate these results. 
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P u b l i c  S ector  Pens ions :  Benef its, 
F u nd i ng and U n io n izat i o n  

OuviA S .  MITCHELL AND RoBERT S. SMITH 
Cornell University 

This paper analyzes the effects of unionization on benefit levels 
and funding adequacy in public sector pension plans. Our purpose is 
to distinguish between those effects associated with higher pay and 
those that can be attributed to some dynamic in the collective bargain
ing process. In so doing, light is shed on how the continued growth of 
collective bargaining in the public sector may affect the welfare of 
both public sector workers and taxpayers. 

Public sector unionization has grown substantially over the past 
two decades, in contrast to its decline among private sector workers. 
This trend focuses attention on some special characteristics of the 
public sector not commonly found among private sector workers. 
First, most (but by no means all) states permit public employees to 
collectively bargain but typically do not permit public sector workers 
to strike. Second, unlike in the private sector, there are often many 
restrictions on which elements of public sector compensation pack
ages are subject to collective bargaining. A third characteristic unique 
to public sector labor relations is the potential for unions to exert 
political clout within both state and local governments. Because of 
such political strength, well-organized public sector employees can 
sometimes obtain through the legislative process what cannot be won 
at the bargaining table. Finally, industrial relations in the public sector 
differs from the private sector because governmental employers 
operate under different constraints than do private employers. 

The above differences between public and private sector industrial 
relations raise questions about possible differences in collective bar
gaining outcomes. Because public sector pensions are often not the 
subject of collective bargaining agreements, but rather are determined 
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through the legislative process, and because there are no federal re
quirements to fully fund state and local pension promises, it appears 
likely that if there are outcomes unique to public sector collective bar
gaining, they would be especially prominent in the important area of 
employee pensions. Various hypotheses concerning public sector col
lective bargaining and pension outcomes are discussed in the follow
ing section. 

Hypotheses Regarding Public Sector Unions and Pensions 

Benefits: Public sector unions raise the salaries of their members 
above those of comparable public workers whose employment is not 
governed by a collective bargaining agreement (Ehrenberg and 
Schwarz, 1986). Because public sector pensions are tied to salary 
levels, higher pay will directly increase pension benefits . Pay, of 
course, is not identical to total compensation, and there are also 
reasons to hypothesize that unionized public sector workers might 
have relatively generous employee benefits as compared to their 
nonunion counterparts, even if pay were similar. 

Three hypotheses may be advanced to explain why public sector 
unionization might increase the ratio of pension benefits to salary costs 
for any given level of overall employee compensation (Epple and 
Schipper, 1981; Inman, 1985) . First, because benefits are less visible to 
voters than salaries, it may be politically easier for government 
officials to make concessions on benefit items than on salaries. Second, 
the cost of increased salaries must be borne in the present, but the costs 
of improved pension benefits can often be deferred to the future-an 
attractive option to a politician concerned primarily about the next 
election. A third reason why unions might increase the ratio of pension 
costs to payroll (at any given compensation level) is that unions 
provide a mechanism through which workers' preferences for benefits 
can be more effectively communicated. There is evidence from the 
private sector that unionization does increase the mix of employee 
benefits in the compensation package (Freeman, 1981; Alpert, 1982) .  
Evidence from the public sector on this topic is  similar, though less 
conclusive (Ehrenberg and Schwarz, 1986; Freeman, 1986) .  Hence one 
objective of this paper is to provide additional information on the 
relationship between unionization and measures of promised pension 
benefits. 

Funding adequacy: Pension funding and how it varies with public 

sector unionization are also examined. Pension funding refers to the 
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setting aside of sufficient monies to meet current and future pension 
obligations. As demonstrated below, some state and local jurisdictions 
treat funding requirements as current fiscal obligations to be fully met, 
while others regularly defer to the future part of their current obliga
tions. These latter jurisdictions are said to engage in "underfunding." 
(Only private sector pensions are currently covered by Federal legis
lation regulating funding practices, though many support extending 
such regulation to the public sector.) 

Funding is worthy of analysis here because it is central to a 
discussion of proposed policy changes and because it yields insights 
about public sector unionization itself. Two opposing hypotheses 
about the effects of public sector collective bargaining are examined. 
On the one hand, unions can play an important role in gathering and 
disseminating information, particularly in the case of benefits as 
complex as employee pensions. Union analysts may have opportuni
ties and incentives to investigate actuarial adequacy of pension 
funding. Hence, this hypothesis suggests that unions might reduce 
public employers' tendencies to underfund pension promises. 

On the other hand, one could imagine that union leaders, who are 
also subject to the political need to "deliver" enough in the short-run to 
win their own elections, might also feel pressured to emphasize pay 
and promised pension benefits while discounting funding adequacy. 
The question is whether unionization, on net, affects pension funding 
practices and, if so, in what direction. In doing so, we also control for 
other factors affecting funding adequacy. 

Data Sources 

The primary data source for our analysis is a 1989 compilation of 
pension statistics collected by the National Association of State 
Retirement Administrators (NASRA) and National Council on 
Teacher Retirement (NCTR ) .  This survey consists of a nine-part 
questionnaire completed by pension plan administrators containing 
descriptive data on plan administration, active and retired member 
information, evidence on actuarial and investment performance, and 
,-.ther material on current and pending legislation affecting each plan. 
Data on 58 public sector pension plans were substantially complete. 
These were allocated among plan types according to the following 
categories: state only: 14 percent of plans (N = 8) ; state and local: 17 
percent of plans (N = 10) ; state, teacher and local: 29 percent of plans 
(N = 17); teacher only: 33 percent of plans (N = 19); local only: 2 
percent of plans (N = 1 ) ;  state and teacher: 5 percent of plans 
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(N  = 3) .  Since the NASRA/NCTR survey does not contain the 
fraction of pension-covered employees who are unionized, pension 
plan sponsors were contacted to ascertain the fraction of members 
covered by collective bargaining. The percent covered by collec
tively-bargained contracts ranges in our data set from 0 to 100 percent, 
with the average being 41 percent (some states legislatively prohibit 
collective bargaining among public sector employees) .  

Empirical Findings 

Two key pension outcomes were considered: benefit measures, 
and funding patterns. Benefit promises are best measured by examin
ing the pension plan's computed normal cost, which reflects the funds 
necessary to cover pension promises made to active workers current
ly accruing benefit promises under a pension plan. An obvious first 
goal is to establish whether unions affect the generosity of public em
ployee pension benefits. A positive relationship between unionization 
and pension promises might arise because unions increase pay, and be
cause pension benefits in the public sector are usually tied to pay. 
However, once pay is controlled for, there may be no additional effect 
of unionization. On the other hand, unions and public employers may 
prefer to grant increases in pension benefits instead of salaries because 
of the possibility of deferring these costs through underfunding, be
cause pension increases may be harder for the public to observe, or 
because unions offer a more efficient means of communicating em
ployees' preferences for pensions. Hence, this hypothesis would be 
supported if union effects on promised benefits persisted even when 
pay is controlled. 

In our data set the normal cost per employee for highly unionized 
public sector plans exceeds those of the less unionized (see Table 1 ) .  
Among plans in which unionization rates are over 50 percent (44 per
cent of the jurisdictions in our sample), the average normal cost per 
employee was $2,024. In the jurisdictions in which unionization rates 
were at or below 50 percent, the average normal cost per employee 
was $1,086. However, simple averages do not reveal whether in
creased normal pension costs associated with unionization are a func
tion of higher pay alone, or whether they represent an increase in the 
ratio of benefits to pay. To separate these two effects, we estimate the 
impact of unionization on the ratio of employer normal cost to pay 
while controlling for both the level of pay and the level of unioniza
tion. Ordinary least squares regression relates this ratio to both the per
centage of employees covered by a collective bargaining agreement 
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TABLE 1 
Public Sector Pension Benefit and Funding 

Patterns by Unionization Status 

Full Low Union 
Sample sa58Ie 

Average• (:o:; �) 

Avera�e Employee Pay ($) 22013 19598 
Annua Pension Benefit/Retiree ($) 7196 6777 
Normal Cost Per Employee ($) 1491 1086 
Normal Cost as � of Pay 7.0 5.7 

Stock Funding Ratio (�) 86.9 93.5 
Flow Funding Ratio (�) 99.5 109.8 
Stock Fund/Employee ($) -10683 -4444 
Flow Fund/Employee ($) -229 46 

High Union 
Sample 
(> 50Z) 

25912 
7772 
2024 
7.4 

78.5 
86.5 

-18383 
-677 

• Full sample averages include pension plans for which no unionization data were 
available. 

Variable Definitions: 
Flow Funding Ratio: Actual/required employer contributions. 
Stock Funding Ratio: Market value of pension assets/total pension obligations. 
Flow Fund/Employee: $ difference between actual and required funding per 

employee. 
Stock Fund/Employee: $ difference between market value of pension assets and 

total pension obligations per employee. 

and to the level of pay. The results (see Table 2) show that the ratio of 
pension costs to pay rises with the level of pay. However, the effects 
of unions on the pension-to-pay ratio prove to be solely related to their 
ability to raise employees' salaries. Put differently, once pay is con
trolled for, public sector unions do not seem to increase the employer 
normal cost of pensions. 

Pension plan funding can be analyzed various ways. A "stock" 
funding measure refers to the ratio of a pension plan's total assets to 
obligations (assets are valued at market value for our analysis) . Table 
1 shows that pension assets as a fraction of liabilities differed by union 
status; in jurisdictions where unionization rates exceed one-half, the 
market value of assets was about 79 percent of pension liabilities, 
while in the sector with less unionization, the market value of assets 
was about 94 percent of pension obligations. 

Though the stock measure of funding adequacy is interesting as a 

snapshot, it has one serious shortcoming: it reflects past shortfalls in 
funding practices and does not precisely represent current practices. 
Moreover, it may be past pension underfunding that induced public 
sector employees to join unions. If so, lower funding levels in the 
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TABLE 2 

Determinants of Employer Contributions for Normal Cost 
(Standard Errors in Parentheses) 

$CB 

AvEePay 
[ " 10" "-3] 

Plan Type Controls 

R2 

N 

Notes: 
0 0 t 2': 1.96 

• t ;::: 1.65 (< 1.65) 

Dependent Variable: Normal Cost/Pay 

( I )  

0.04° 
[0.02] 

yes 

0.18 

52 

(2) 

0.03 
[0.02] 

0.0002 
[0.0001 ]  

yes 

0.25 

49 

Variable Definitions (also see Table 1 ) :  

$CB: Proportion of work force covered by collective bargaining agreements. 

AvEePay: Average employee pay (Payroll/Employees). 
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Plan Type Controls: Indicator variables controlling for whether the pension plan 
covered teachers only, state and local employers only, or all three groups. 

unionized sector might be a cause, rather than an outcome, qf higher 
unionization levels. To assess this concern we also focus on a better 
measure of current practice, obtained from a "flow" funding concept: 
this is the ratio of actual to actuarially required yearly employer 
pension contributions. The data reveal large differences between the 
highly unionized and the less unionized sector. Among employers 
with fewer than half of their workers covered by collective bargain
ing, funding totalled almost 1 10 percent of required contributions, 
while in the highly unionized sector, employers funded only 87 per
cent of required contributions. Almost half (47 percent) of employers 
in the latter sector were funding less than 90 percent of required con
tributions. Table 3 reveals funding differences across jurisdictions 
while controlling other factors, including stock funding, payroll per 
employee, employer normal cost per employee, plan type controls, 
and the percentage of workers covered by a collective bargaining 
agreement. Clearly, funding was less adequate when pay was rela
tively higher and when stock funding (past funding) was less adequate; 
however, unionization rates bore no independent relationship to cur
rent funding practices. Thus, the evidence suggests that the lower 
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TABLE 3 

Determinants of Pension Flow Funding Patterns 
(Standard Errors in Parentheses) 

Dependent Variable: Actual/Total Employer Contributions 

$CB 

Stock 

NormCostEe 

AvEePay 

Plan Type 
Controls 

Notes: 

•• t :::: 1.96 

(1 )  

-0.30 
(0.19) 

.05 

47 

0 t :::: 1.65 (< 1 .96) 

(2) 

0.84 " "  
(0.25) 

yes 

.20 

45 

(3) (4) 

-0.21 -0.25 
(0. 19) (0.20) 

o.oo • •  0.87" " 
(0.26) (0.31) 

.27 .28 
44 44 

Variable Definitions (also see Tables 1 and 2): 

(5) 

-0.35 
(0.24) 

-0.001 
(0.01 )  

.07 

43 

Stock: Market value of pension assets/total pension obligations. 
NormCostEe: Normal pension cost per employee. 

(6) (7) 

-0.20 -0.10 
(0.23) (0.25) 

0.93"" 0.85" " 

(0.27) (0.29) 

-0.003 0.001 
(0.01) (0.01) 

-0.002 
(0.002) 

.30 .31 

41 41 

current funding rates observed in the highly unionized sector were 
mainly related to historic funding practices and to fiscal pressures 
coming from generally higher pay, rather than to an independent ef
fect attributable to the collective bargaining process itself. 

Conclusions 

This paper analyzes the links between unionization of public sector 
employees and the performance of public sector pension plans, focus
ing on promised benefits and levels of pension funding adequacy. Us
ing recent data from public sector pension plans covering a variety of 
employees including state and local employees, as well as teachers, we 
examine empirically several different hypotheses about the possible 
effects of public sector unions on pension plan performance. Our 
preliminary analysis suggests the following conclusions: 

1. Pension costs among highly unionized employees exceed those 
in the low-union sector. This effect appears to be mainly due to unions' 
ability to raise pay. Comparing a highly unionized public sector 
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employer with a less highly unionized one paying the same salary, 
both have similar pension benefits. 

2. Pension underfunding in the public sector appears to be a 
problem concentrated in plans of highly-unionized employees. 
However, this is mainly due to historic funding practices and higher 
pay levels and apparently not due to some independent effect of 
collective bargaining per se. Comparing a union and nonunion 
employer with the same level of pay and past funding behavior, both 
would be predicted to exhibit similar current funding patterns. 

Research in progress is seeking to disentangle the differential 
effects of unionization and other factors including fiscal distress, on 
the separate determinants of funding patterns, including actual and 
required contribution levels (Mitchell and Smith, 1991 ) .  
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Federa l Pens i o n  I ns u ra nce : I s  It  
the S & L  C r i s i s  of the 1 990s? 

Zv1 Boom 
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This paper examines some parallels between the United States 
government system for guaranteeing pension benefits and the failed 
system for insuring savings and loan associations (S&Ls ) .  The 
government agency that insures private defined benefit pension plans 
was created in 1974 and is called the Pension Benefit Guaranty 
Corporation (PBGC); the agency that insured the S&Ls, until it was 
replaced in 1989, was called the Federal Savings and Loan Insurance 
Corporation (FSLIC) .  In FSLIC's case, well-intended but poorly 
structured public policies ultimately led to unintended and undesir
able taxpayer subsidies and misallocation of economic resources (e.g., 
Benston and Kaufman, 1990; Kane, 1990; Mayer, 1990; White, 1991) .  In 
the case of the PBGC, there is in my opinion a growing body of evi
dence that public policy is leading us in a similar direction. 

Among the similarities I see the following: (1 )  the existence of 
multiple and conflicting goals of the guarantee program; (2) failure on 
the part of many in the legislative and executive branches of govern
ment to fully recognize or disclose the true costs, benefits and incen
tives of the guarantee program; (3) a tendency to interpret losses to the 
guarantee fund as the result of abuse or incompetence rather than as a 
predictable response to the incentives built into the system; and (4) 
failure to act promptly to limit such losses because of fragmentation 
and conflict of interest within the government regulatory apparatus. In 
this paper, I will briefly explore these similarities and present my inter
pretation of their implications for public policy. 

Background 

Pension plans have become a very important part of the United 
States financial system since the end of World War II. Between 1950 
and 1989, pension funds' holdings of U.S. financial assets rose from 5 
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percent of total assets held by all financial intermediaries to 23 
percent. Today they rank just below commercial banks and are a close 
second.1 

Pension plans in the United States are classified into two types: 
defined contribution and defined benefit. As the names suggest, in a 
defined contribution plan a formula determines contributions (e.g., 15 
percent of annual wages) ,  whereas in a defined benefit plan a formula 
defines benefits (e.g., 1 percent of final pay per year of service) .  In a 
defined contribution plan much of the task of achieving the income 
replacement goal falls on the employees. Often they must choose both 
the level of contributions and the way the defined contribution 
account is to be invested. The employee bears all the investment risk, 
and the firm has no formal obligation beyond making its periodic 
contribution. In a defined benefit plan, the employee's pension benefit 
is determined by a formula that takes into account years of service for 
the employer and, in most cases, wages or salary. The plan sponsor or 
an insurance company hired by the sponsor guarantees the benefits 
and thus absorbs the investment risk. 

As measured both by number of plan participants and total assets, 
the defined benefit form dominates in the United States, although the 
trend since the mid-1970s is for sponsors to choose the defined 
contribution form when starting new plans. But the two plan types are 
not mutually exclusive. Many sponsors adopt defined benefit plans as 
their primary plan, in which participation is mandatory, and 
supplement them with voluntary defined contribution plans. 

With defined benefit plans, there is an important distinction 
between the pension plan and the pension fund. The plan is the 
contractual arrangement setting out the rights and obligations of all 
parties; the fund is a separate pool of assets set aside to provide 
collateral for the promised benefits. In defined contribution plans, by 
definition, the value of the benefits equals that of the assets, so the plan 
is always exactly fully funded. But in defined benefit plans, there is a 
continuum of possibilities. There may be no separate fund in which 
case the plan is said to be unfunded. When there is a separate fund 
with assets worth less than the present value of the promised benefits, 
the plan is underfunded. And if the plan's assets have a market value 
that exceeds the present value of the plan's liabilities, it is overfunded. 

The system of guarantees of pension benefits in the United States 
is a mixed government-private system. Under the law, a private 
defined benefit plan sponsor can contract with a private insurance 
company to assume all or part of its pension obligations. The sponsor 
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then pays premiums to the private insurance company, and the 
insurance company becomes the guarantor of the pension benefits. 
Since almost all 50 states in the United States have state-sponsored 
insurance company guaranty funds, these state funds become the 
ultimate guarantor of the pension benefits. Under current law, the 
federal government does not  assume any responsibility for 
guaranteeing these benefits. 

Defined benefit plan sponsors who do not choose to insure their 
pension plans in this way must participate in the federal program of 
pension insurance by paying premiums to the Pension Benefit 
Guaranty Corporation (PBGC) . The PBGC was created under Title IV 
of the Employee Retirement Income Security Act of 1974 (ERISA) to 
guarantee only basic retirement benefits. There is, therefore, a ceiling 
on guaranteed benefits ($2,352 per month in 1992). In 1991, it insured 
about 40 million people in more than 95,000 single-employer and 
multi-employer pension plans. 

Problems Faced by the PBGC 

The PBGC actually has two different pension guarantee programs: 
one for single-employer plans (established in 1974) and another for 
multiemployer plans (established in 1980) .  Since it was created, the 
PBGC's single-employer guarantee program has faced an ever
increasing actuarial deficit (see Ippolito, 1989; and Utgoff, 1991 ) .  
Despite attempts to eliminate this deficit through legislation and 
administrative reform, it continues to grow. The actuarial present 
value of this deficit is now estimated by the PBGC to be over $2 billion 
(see Lockhart, 1991b).  That number can quickly become much larger 
if pending legislation to have the PBGC assume responsibility for some 
other liabilities is passed. 

But even if its current deficit could be wiped out immediately by 
a one-time grant from some external source, the new system-if 
operated under current procedures-would not be economically 
viable. If the only goal of the PBGC were to operate a system of 
default-risk insurance according to sound economic principles, then 
there are a number of alternative ways to efficiently manage the 
guarantee function through some combination of monitoring, asset 
restrictions, and risk-based premiums (see Bodie and Merton, 1992) . 
To maintain economic viability without creating undesirable side 
effects, the guarantor must employ some feasible combination of the 
three methods, regardless of whether it is a private-sector or 
governmental entity . 
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The difficulty, however, is that the PBGC has other goals that are 
perhaps even more important in practice. While the manifest purpose 
of establishing the PBGC was to insure a minimum level of promised 
defined benefit pensions against default risk of the plan sponsor, some 
well-informed observers claim that it also had as an important latent 
function the revitalization of some depressed industries through 
assumption of part of the burden of providing pension benefits to 
workers. 2 If firms can transfer their pension obligations to the PBGC, 
then the government winds up paying part of the workers' 
compensation.3 Moreover, those directing the PBGC view it as having 
as an additional purpose the preservation of defined benefit pension 
plans in the face of the trend to replace them with defined 
contribution plans.4 Thus, there are three different goals: 1) to provide 
default-risk insurance of basic pension benefits to participants in 
private defined benefit pension plans on a sound actuarial basis, i .e., 
without taxpayer subsidies and without cross-subsidies among plans; 
2) to encourage the continuation of the defined benefit form of 
pension plan; and 3) to provide subsidies to firms and/ or workers in 
distressed industries. 

Fragmentation of the regulatory authority and conflicts of interest 
among government departments are also serious problems. ERISA 
determined that three governmental bodies should regulate private 
defined benefit pension plans: 1) the Department of Labor, Pensions 
and Welfare Benefits Administration, which oversees the maintenance 
of minimum funding and investment standards; 2) the Internal 
Revenue Service (IRS) ,  which sets maximum funding standards to 
prevent abuse of the tax advantages of pension plans; and 3) the 
PBGC, which collects premiums and pays benefits but has few 
enforcement powers. 

Note the inherent contradiction between the objectives of the IRS 
and the PBGC. The IRS would like to see minimal funding to prevent 
the loss of tax revenue to the U.S .  Treasury; the PBGC would like to 
see maximum funding to prevent large insurance claims. Under 
ERISA, the IRS has the right to grant combination waivers to plan 
sponsors in financial distress. From the PBGC's perspective, these are 
precisely the plans for whom funding is most important. 

The PBGC's efforts to limit its losses have been hampered by the 
ineffectiveness of minimum funding rules. In December 1987, as part 
of the Omnibus Budget Reconciliation Act (OBRA),  major revisions 
were made to ERISA. The new law imposes stricter minimum funding 
standards on underfunded plans, but ironically it undid much of the 
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good by enacting tough new maximum funding rules. The new 
maximum funding rules prevent over half of all pension sponsors from 
contributing anything to their plans for several years. Inevitably, some 
of these plans will become underfunded in years to come. 

In recent testimony before a Congressional Task Force, James B. 
Lockhart, Executive Director of the PBGC, described what he viewed 
as the major problems faced by his agency (Lockhart, l99lb) . 
Lockhart explained that PBGC experience shows that plan funding 
deteriorates substantially as it approaches termination. Typically, a 
plan is 40 percent funded when it terminates but had been reporting 60 
to 80 percent funding five years before. The two direct causes for this 
deterioration in funding are: 

l .  Financially pressed companies tend to minimize pension 
contributions to conserve corporate assets. The law gives a company 
considerable latitude in the interest rate, retirement age, and mortality 
assumptions it uses to determine its required cont.ributions. 

2. Distressed companies often encourage early retirement to cut 
their payroll. They may also close plants and lay off employees, 
triggering special subsidized early retirement benefits, which are 
rarely, if ever, funded in advance. 

Another conflict within government is the one between the PBGC 
and the courts. In addition to its claim to the pension fund assets, the 
PBGC also has a priority claim on part of a sponsoring firm's other 
assets if the pension plan is underfunded. This would seem to indicate 
that even if a plan is underfunded the PBGC is protected against 
losses, since it can be reimbursed out of the sponsoring firm's other 
assets. However, recently the courts have decided that the claims of 
the PBGC on the assets of a bankrupt firm with an underfunded 
pension plan are to be treated pari passu with those of other creditors 
(under Chapter 11 of the federal bankruptcy code. ) Thus, unless the 
bankruptcy laws are changed, the PBGC has less protection than the 
pension laws would suggest. 

The lTV Case 

To illustrate the problems inherent in our current pension policies, 
I present a single but very important precedent-setting case: the PBGC 
vs. LTV. Here, in brief, are the facts for those who have not been 
following it in the press: 

In 1986, LTV Corporation filed for bankruptcy under chapter 11  of 
the bankruptcy code. It is still trying to come up with an acceptable 
reorganization plan. When it filed for bankruptcy it dumped four 
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defined benefit pension plans on the PBGC with unfunded liabilities 
totalling $2 billion in present value. This single claim doubled the 
PBGC deficit to $4 billion. (It also probably helped to get the Pension 
Protection Act included as part of OBRA in 1987. )  

In June 1987, after unloading its old plans, LTV agreed to provide 
its employees (both hourly and salaried) follow-on plans offering 
substantially the same kinds of benefits they were earning under the 
old plan. In July 1987, the bankruptcy court approved the follow-on 
plans over the PBGC's objections. The PBGC restored three of the 
LTV plans to their pretermination status in September of 1987 on the 
grounds that since LTV established follow-on plans, it evidently was 
willing and able to fund retirement programs. LTV opposed the 
restoration in the courts. LTV won the case at the level of the lower 
courts, but lost on appeal to the Supreme Court. But the fight is not yet 
over. In the latest round, it looks as though the lower-level courts may 
yet put victory in the hands of LTV's other creditors.5 

Regardless of how the fight in the courts is ultimately resolved, one 
of the four plans, the old Republic Steel plan for salaried employees, 
is terminated and the PBGC is paying the guaranteed benefits. This 
plan saw virtually all of its assets depleted several years before the 
bankruptcy because retiring employees (of Republic Steel) with large 
nonguaranteed benefits exercised their cash-out option en masse. The 
senior management of Republic Steel, some of whom were themselves 
approaching retirement age, actually changed the terms of the cash
out option so as to make it particularly attractive. Largely as a result of 
these lump-sum payments, the plan at termination was left with $230 
million in liabilities and $7,700 in assets. They were able to do this 
legally because their consulting actuary approved the action. Both the 
PBGC and the Department of Labor investigated the incident and 
concluded that there was no violation of the law. 

The LTV case illustrates at least three important points. First, a 
substantial taxpayer subsidy to highly compensated executives with 
nonguaranteed benefits (a subsidy that was probably not intended by 
lawmakers and is surely socially undesirable) was provided through 
the PBGC. Second, people in the private sector will unapologetically 
pursue their own and their clients' advantage at public expense if it is 
legal to do so. Some of these people are highly paid professionals who 
are good at their jobs and are therefore likely to find ways to locate the 
inevitable "loopholes" in the law. 

The third point is mostly conjecture on my part. I believe that the 
public is unaware of the size of the subsidy paid by the PBGC in the 
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LTV case. While most taxpaying citizens are aware of deposit 
insurance, not nearly as many even know that the U.S.  government 
guarantees private pension benefits, much less that the agency that 
provides those guarantees has a deficit. Moreover, the public seems to 
have difficulty in understanding that subsidization can take place 
without any actual cash flows occurring immediately. 

Reform Proposals 

There is one encouraging difference between the PBGC and 
FSLIC situations. In the case of FSLIC, the senior government 
officials in charge of the guarantee program did little to alert the 
public to the perverse incentives caused by the structure of the deposit 
insurance program. In the case of the PBGC, the past and current 
executive directors have vigorously led the effort to educate the public 
and to restructure the government's pension guarantee program on a 
more sound basis (Utgoff, 1991; Lockhart, 1991a, 1991b). 

As part of its program to achieve solvency, the PBGC recently 
proposed a series of legislative changes designed to eliminate its 
actuarial deficit, or at least to prevent it from growing. The main thrust 
of these proposals is to increase the priority of the PBGC' s claims on a 
sponsor's nonpension assets in the event of bankruptcy. In my view, 
these changes are clearly in the right direction. All branches of 
government must recognize the problems of moral hazard and 
adverse selection faced by any insurer and set in place (politically) 
credible rules to minimize the resulting losses or to charge for them 
correctly in advance. To be viable without resorting to taxpayer 
bailouts, the system must employ some combination of the three 
methods of control of the guarantee business: monitoring, asset 
restrictions, and risk-based premiums. 

But at a deeper level, there is another disturbing similarity between 
the situation of the PBGC and FSLIC. FSLIC came to play a role it 
never should have been given by policymakers. S&Ls were created 
specifically to take deposits from small savers and to lend the money 
so deposited to residential mortgage borrowers. They therefore had 
two basic economic functions: ( 1 )  to provide a riskless, liquid, short
term saving vehicle for large numbers of small savers; and (2) to 
provide long-term financing for residential homeowners at fixed 
interest rates. These are separable functions that need not be 
performed by the same intermediary. Whether or not there were 
historically some synergistic benefits from combining these functions, 
the trend in the United States starting in the early 1970s has been for 
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these two functions to be performed separately by a wide array of 
institutions. The long-run solution to the problem of the S&Ls may 
simply be to allow those trends to continue. By providing federal 
guarantees of S&L deposit liabilities, FSLIC may have become 
profoundly dysfunctional. 

Similarly, some in government have come to see the PBGC as 
defender of the defined benefit form of pension plan in the face of 
contrary trends in the provision of retirement income. While I see a 
positive role for government to play as ultimate provider of guarantees 
against default-risk of retirement annuities, I see no reason to use such 
guarantees to encourage defined benefit plans over defined contribu
tion plans. Both plan types have advantages and disadvantages, and 
there is no clear economic reason (or official public policy decision) to 
favor one type over the other (see Bodie, Marcus, and Merton, 1988; 
Bodie, 1989) . I also see no reason to use pension guarantees to subsi
dize firms or workers in distressed industries. Indeed, whatever the 
merits of helping distressed industries through government subsidies, 
there are good reasons not to use "cheap" pension guarantees as the 
way to subsidize. They are less visible to the public than other subsi
dies, they can lead to serious distortions in resource allocation, and 
they can result in a socially undesirable redistribution of income. 

Endnotes 

1 Figures are based on Board of Governors of the Federal Reserve System, Balance 
Sheets of Financial Institutions, October 1990. 

2 For example, Michael S. Gordon, one of the key architects of ERISA has written 
that the actuarial soundness of the PBGC was deliberately sacrificed at its inception in 
order to gain political support for passage of ERISA. In his "Dissenting Comments" on 
Ippolito's The Economics of Pension Insurance (1989), Gordon writes: "The supposition 
that Congress was prepared to accept loss of jobs and further industrial decline in return 
for sound insurance principles is preposterous and is why, even today, there will be stiff 
resistance to redesigning pension insurance along the lines he {Ippolito) proposes." 

3 Utgoff (1991) documents the sizable government subsidies that have taken place 
through the PBGC. See her footnote 14. 

4 James Lockhart, the current Executive Director of PBGC, in referring to the 
growth in the premiums charged by the PBGC, has said in a 1991 speech before the 
National Employee Benefit Institute: "We have to slow this growth, or we stand a good 
chance of killing the very thing we were created to protect-the defined benefit pension 
system." 

5 See Statement by the Secretary of Labor at a Press Conference on November 21, 
1991. ( USDL 91-608) 
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DISCUSSION 

LESLIE E.  p APKE 
Michigan State University 

Olivia Mitchell and Robert Smith examine whether public sector 
unionization affects the benefit generosity and funding levels of public 
sector defined-benefit pension plans. It is well known that private 
sector unions raise both relative wages and fringe benefits (Lewis, 
1986; Freeman, 1981 ) .  Currently about 40 percent of public employees 
are unionized, versus 17 percent for private sector workers, so unions 
have a great potential for influencing public sector pension costs. 
Mitchell and Smith use actuarial information from a survey of 58 state, 
local, and teacher pension plans that allows them to compare 
standardized funding levels across plans. This is a vast improvement 
over past analyses of public pension funding. 

Mitchell and Smith conclude that, apart from their influence on 
wages, unions do not affect the generosity of defined-benefit pensions 
or their level of funding. This is a surprising result given the private 
sector evidence. I believe that it is also a premature conclusion. In my 
comments below, I detail my reservations about their analysis and 
offer alternative approaches. 

How should the generosity of benefits be measured? The authors 
use the ratio of employer normal cost to payroll, where normal cost
the employer contribution required to fund the currently accruing 
obligation-includes projected benefits from continued employment. 
The projected benefit obligation does not reflect benefit generosity 
for several reasons. First, the calculation requires assumptions about 
salary growth rates, investment rates of return, turnover, mortality 
rates, and retirement ages. The accrued benefit obligation more pre
cisely measures the cost of benefits owed to date, and requires only in
terest rate and mortality assumptions. 

Second, the use of a single year's ratio of benefits to wages is inad
equate. Public pension plans have two features that directly affect 

Author's Address: Dept. of Economics, Marshall Hall, Michigan State University, 
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benefits but which will not be reflected in this ratio. Most public pen
sion plans are contributory, that is, employees are required to contrib
ute anywhere from five to 15 percent of salary to the plan. In addition, 
most plans have either automatic or frequent ad hoc post-retirement 
cost-of-living increases (COLAs) .  These plan characteristics may be a 
better measure of benefits. For example, differences in the required 
contribution rate or the presence of automatic versus ad hoc COLAs 
could be analyzed. 

Mitchell and Smith regress the normal cost-payroll ratio on the 
percent of the work force covered by collective bargaining 
agreements (CB) and on average employee pay. Collective bargaining 
is illegal in many states, suggesting that in these states different 
mechanisms determine the level and composition of public employee 
compensation. For that reason, it would be useful to add a dummy 
variable, CBO, which takes on the value one when collective 
bargaining is illegal, and zero otherwise. The coefficient on a second 
variable, ( 1 -CBO)CB,  then measures the effect of collective 
bargaining. It would also be informative to interact the plan type 
dummies with CB to see if union type influences benefit generosity. 

The estimated coefficient on CB is .03 with a standard error of .02, 
and the authors conclude that unionization has no effect on benefit 
generosity. In my view, a t-statistic of 1.5 for a clearly one-sided 
alternative is statistically significant, especially with 49 observations. 
Evaluated at the means, it suggests that a one percent increase in 
covered employment raises the ratio of normal costs to pay from 7.0 to 
7.03. It is difficult to interpret the magnitude of this change in benefit 
levels, since the standard deviations of the dependent variable and CB 
are not reported in the paper. 

In the second half of the paper, Mitchell and Smith relate a flow 
funding measure to the degree of collective bargaining. In the private 
sector, unionized defined benefit plans are less well-funded than non
unionized plans (Papke, 1992). I assume that benefit security is the 
issue underlying this analysis. However, the link between pension pre
funding and benefit security is less direct in the public than the private 
sector since governments can levy taxes . The government's general 
obligation bond rating may be a better indicator of benefit security 
than a single year's ratio of actual contribution to actuarial accrued 
obligation. 

Particularly in the public sector, a stock measure of funding is more 
representative of fiscal responsibilty than a flow measure, since any 
year's contribution may reflect that year's fiscal difficulties. The 
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authors are concerned that a stock measure may be endogenous, that 
is, workers may have unionized because of low funding levels. This 
could be remedied by excluding from the sample those plans whose 
unions had formed recently, say within the last ten years. 
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Perce ived U n i o n  i nstru m e nta l ity and E m p l oyee 
React ions to Per m a n ent Layoffs 

MARJORIE ARMSTRONG-STASSEN AND STEVEN PococK 
University of Windsor 

This study investigated the relationship between layoff survivors' 
perceptions of union instrumentality and their reactions to a work 
force reduction. The participants were 200 technicians at a U.S. 
telecommunications facility and 74 production workers in a Canadian 
manufacturing firm. With tenure controlled for, survivors with high 
perceived union instrumentality reported higher job security, greater 
perceived fairness related to the layoff, higher company commitment, 
as well as higher union commitment (measured only for the 
production workers) than survivors with low perceived union 
instrumentality. Compared to one year ago, survivors reported a 
deterioration in commitment to both the company and the union. 

The Effects of I ndustr i a l  R e l at ions Systems 
on Tra i n ing 

PETER B.  BERG 
University of Notre Dame 

The demand for broadly trained workers has increased as more 
manufacturing firms pursue greater organizational flexibility in 
response to intensified international competition. However, the extent 
to which broad general skills training is supplied by firms depends on 
structures and institutions that surround the work process and 
influence individual and group behavior. These institutional structures 
can either inhibit or encourage flexible skills training. 

This paper examines how differences in the industrial relations 
systems of the U.S. and Germany affect the types of training provided 
by firms. 

146 
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Using the automobile industry as an example, the paper shows that 
the emphasis of U.S.  industrial unions on job control and rules of 
procedure inhibit flexible skills training. In contrast, the corporatist 
industrial relations environment and system of codetermination in 
Germany provide a set of incentives that encourage broad general 
skills training. 

D eter m i na nts of the La bor S u pply  of 
Reg istered N u rses: Do N u rses Work 

for Love or M o n ey? 

CHRISTINE BROWN MAHONEY AND DENNIS A. AHLBURG 
University of Minnesota 

The choice to work as a registered nurse or work at another 
profession was estimated using a structural probit model as part of a 
three-stage estimation approach. Estimated coefficients for the 
determinants of the decision to remain working as a registered nurse 
offer information that may be useful in formulating policy in an 
attempt to alleviate the current nursing shortage. 

Relative predicted wage (nurse wage/other wage) has a highly 
significant, positive effect on the likelihood that an individual will 
work as a registered nurse. Those individuals whose initial nursing 
degree was associate level (two year) are significantly more likely to 
remain working as a nurse than individuals with a diploma, 
baccalaureate, or graduate degree. Attainment of a nonnursing degree 
significantly decreases the likelihood of working as a nurse; attainment 
of an additional nursing degree has no effect on the likelihood of 
remaining in nursing. The more experience an individual has had 
working as a nurse, the less likely they are to remain in nursing. This 
may indicate a job matching effect. Females are significantly less 
likely to work as registered nurses. Individuals with preschool children 
are significantly more likely to choose nursing. Individuals living in 
urban areas are significantly less likely to work as registered nurses. 

Estimation of the hours equation offers two unexpected results. 
Predicted nurse wage has a highly significant and positive effect on the 
number of hours an individual nurse works. Those individuals whose 
initial degree was a diploma degree work significantly fewer hours 
than those with associate degrees; those with an additional nursing 
degree work a significantly greater number of hours. 
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D i sp laced Workers:  H el p  Offered and H e l p  

Ta ken, t h e  Wh i r l pool Experi ence 

THOMAS CLIFTON 

LeMoyne College 

DENNIS A. AHLBURG 

University of Minnesota 

A number of studies have tried to either estimate the costs 
associated with a job loss for displaced workers or evaluate programs 

designed to help them. Many of these studies attempted to identify the 
type of worker who will suffer the greatest harm from displacement or 

will be helped by various policies (i.e., training). In general, these 
studies have found that workers with longer tenure in their displaced 

jobs fared worse in their postdisplacement employment situation than 
other workers. However, these studies rely on data sets that do not 

include information on whether the displaced workers received any 

assistance with reemployment. The Department of Labor estimates at 

least ten percent of displaced workers receive such assistance. If the 

participation of workers in these programs is not a random event, then 
the estimates from these studies may suffer from omitted variable bias 

and/or self-selection bias. This paper examines the responses of a 
group of workers, following a plant shutdown, to a variety of services 
that assist in reemployment. Probits were estimated on six different 
job search assistance programs and on a planned retraining variable 

using demographic characteristics of the workers as explanatory 

variables. An ordered probit was also run on the number of job search 
services taken by the workers. As hypothesized, workers differentially 
sorted into various services due to their age and tenure. Job search 
help is preferred by workers in their 40s, while those 60 and over reject 

both basic job search help and training programs. Another expected 
result was that training programs were in general preferred by 

workers younger than 35 years old. However, the coefficient for those 
40 to 49 years old, although negative, was not significantly different 
from those under 35 years old for their plan to take retraining. Across 
all job search services those with education were more likely to take a 
variety of services, especially those that required the use of computers. 
The other major factor in services taken was tenure. Workers with 
longer tenure were more likely to participate in job search services but 
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less likely to plan on retraining. If longer tenure workers are more 
likely to receive job search assistance, then estimates of their wage 
losses or reemployment probabilities not controlling for this help may 
underestimate their losses due to displacement. 

Compensati on for Perm a nent I m pa i r me nt a nd 
the D u ration of Work Absence 

WILLIAM P. CuRINGTON 
University of Arkansas 

Data before and after four different legislative changes in Workers' 
Compensation benefits are used to examine the effect of benefit 
changes on the duration of work absence in cases where a work injury 
results in a permanent impairment. The legislative changes create a 
natural experiment because a control group of workers unaffected by 
the change can be isolated and compared to a treatment group with 
higher benefits. The results indicate that, in general, workers with 
severe impairments are more responsive to benefit changes than those 
with minor impairments. Duration/benefit elasticities for minor 
permanent impairments are similar to previous estimates for workers 
with temporary impairments . E lasticity estimates for severe 
impairment cases are greater than those for minor impairments and in 
the same range as those in the one other study of the duration of severe 
permanent impairments. 

D r u g  Test ing a s  a Strategy to R ed u ce 
Occu pationa l Acc idents : 
A Longitud i n a l  Ana lysis 

DALE M. FEINAUER 
University of Wisconsin-Oshkosh 

STEPHEN J 0 HA VLOVIC 
Simon Fraser University 

OSHA recordable accident and illness rate data were collected 
from 48 Wisconsin business facilities for the 1984 to 1988 period. The 
12 locations that installed a drug testing program during this period 
did not experience a significant reduction in accident and illness rates 



150 lRRA 44TH ANNUAL PROCEEDINGS 

compared to the 36 nontesting facilities. However, a pooled time
series regression analysis of the 12 drug testing facilities revealed that 
postaccident drug testing was significantly related to a decrease in the 
accident and illness rates compared to their pretesting period and to 
facilities using only preemployment testing. Reasonable cause drug 
testing was not significantly related to the change in the facility 
accident and illness rates compared to their pretesting period and to 
facilities using only preemployment drug testing. This outcome may 
be a function of reasonable cause drug testing being more subjective 
than postaccident drug testing and only administered when extreme 
symptoms of drug usage are present. Future studies should attempt to 
replicate this study and to expand into the effectiveness of random 
drug testing programs. 

Schoo l  D ropout R ates and Loca l Labor 
M a rket Condit ions 

SEAN FLAHERTY 
Franklin and MarshaU College 

This paper examines the relationship between school dropout rates 
and local labor market conditions, as measured by unemployment 
rates and employment growth rates. Using Pennsylvania counties and 
cities as my observational units, I regress labor market and other 
control variables on dropout rates, as compiled by the state's 
Department of Education. My findings suggest that strong local labor 
market conditions contribute to increased dropout rates, controlling 
for racial and ethnic enrollment patterns and the local population's 
historical level of educational attainment. These findings are consistent 
with the incompletely substantiated suspicions of individuals seeking 
to address the dropout problem. 

Th e i m pa ct of U n ion M e m bersh ip on Perceptions 
of Proced u ra l  J u stice of ! nj u red Workers 

SANDRA E. GLEASON AND KAREN RoBERTS 
Michigan State University 

The differences between union and nonunion workers' perceptions 
of the fairness of the workers' compensation claims process are 
examined. The hypothesis tested is that union members should 
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perceive this process as more fair due to union "voice." The data 
analyzed were collected in a survey of injured workers in Michigan 
who had filed a workers' compensation claim. The empirical results 
indicate that unions have little impact on the perceived fairness of the 
claims process. The main contribution of unions is the provision of a 
complaint mechanism. The implications of these findings for union 
growth strategy are discussed. 

U s i ng F i l m  to Teac h  Labor R el at ions 

KATHLEEN L.  HARRIS-PERELES 
Temple University 

K. B. BRANNON 
Widener University 

Films can be used as an instructional tool by labor relations 
professors in both undergraduate and graduate classes. This paper dis
cusses the advantages of using commercial films in the classroom, 
explains the effective use of films, and reviews films (all of which are 
available for VCR use) that can be used in labor relations courses; it 
presents information concerning copyright laws and accurate citation 
in the use of films and lists sources for locating films and film reviews. 

The Vi rg i n i a  G overn menta l E m pl oyees 
Associ ation : From Associat ion 

to U n io n  Behavior? 

RoBERT CRAIG HoELL AND JERALD F.  RoBINSON 
Virginia Polytechnic Institute and State University 

The Virginia Governmental Employees Association (VGEA) is an 
employee representation group that presents the needs of state 
workers to the state through traditional lobbying techniques. It has 
been in existence for 31 years and has never unionized or affiliated 
itself with a union. 

The study investigates factors in the three environments within 
which the VGEA operates that act to prevent unionization from 
occurring. The first is the external environment, regulated by legal and 
social issues. The second is the internal environment, controlled by the 
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policies of the association. The third environment is governed by the 
membership and their needs, desires and perceptions. Through 
literature reviews, personal interviews and a survey tool, factors in 
each area are substantiated. 

T h e  M a ndatory- Perm issive Co ntroversy 
a nd A Model for Two Leg a l  Fra m eworks 

WILLIAM Y. JIANG 
San Jose State University 

This paper reviews the mandatory-permissive (M-P) distinction 
controversy in the subject matter of collective bargaining and presents 
a model to measure the relative beneficiality, to both union and 
management, of two legal frameworks: the existing legal framework, 
in which lawful bargaining issues are categorized as mandatory and 
permissive, and the hypothetical legal framework in which the M-P 
distinction is abolished. (All lawful issues are subject to mandatory 
bargaining, as proposed by some labor scholars. )  It is hoped that the 
model and its suggested empirical research will throw some light on 
the M-P controversy and will also lend some guidance for lawmaking 
in collective bargaining. 

Dete r m i n a nts of Str i ke Activis m :  � ndivid u a !  
M i l ita ncy i n  a U n ivers ity Facu lty Str ike 

JOHN McCLENDON 
Temple University 

BRIAN KLAAS 
University of South Carolina 

In recent years, several studies have examined determinants of 
individual willingness to support a strike. Although fundamental, 
willingness to support a legally sanctioned strike is not the only form 
of strike participation that is important to strike success. Using a 
sample of university faculty union members, this research examines 
individual participation in strike-related activities (such as picketing) 
that occurred during a faculty strike. Multiple regression results 
suggest that strike activism or militancy is influenced by union 
commitment, social support, attitudes toward participation in 
demonstrative militancy activities, and strike instrumentality 
perceptions. 
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T h e  Str u ctu re of Labor D isputes i n  
South Korean I nd u str ia l R elat ions 

MICHAEL BYUNGNAM LEE 
San Jose State University 
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In 1987, the period that is commonly called the great labor 
struggle, the total number of labor disputes skyrocketed to 3,749 from 
276 in the previous year. However, the figure has decreased to 1 ,873 in 
1988, 1 ,616 in 1989, and 319 in 1990. In 1980, the most frequent dispute 
issue was the wage delinquency. In contrast, in 1987 the wage increase 
was the dominant issue. Since 1987 the most dispute prone industry has 
been manufacturing, followed by transportation and machinery and 
metal industry. Since the great labor struggle larger companies have 
experienced relatively more labor disputes. The intensive labor 
disputes in the nonunion sector in 1987 led to the subsequent 
unionization of those establishments. By 1988 the relative frequency of 
disputes in the union and nonunion sectors was reversed in all 
industries. 

Compensating Wages for R isk of 
Death or I n d u stry Rents? 

J. PAUL LEIGH 
San I ose State University and Stanford University School of Medicine 

Bureau of Labor Statistics (BLS) and National Institute of 
Occupational Safety and Health (NIOSH) industry fatality data are 
used to test for compensating wages in subsamples drawn from the 
Panel Study of Income Dynamics. (PSID) .  Evidence contrary to the 
compensating wage hypothesis is produced. (1)  Inclusion of only 
seven broad industry dummies critically reduces t-statistics on fatality 
rates in wage equations. (2) Statistically significant coefficients on 
death variables are obtained in virtually all subsamples of women, 
men, blue- and white-collar workers when only persons employed in 
nonmanufacturing industries are considered. Statistical significance 
frequently evaporates for people employed in manufacturing only. (3) 
This pattern across manufacturing and nonmanufacturing industries is 
robust for subsamples of women and men in blue- and white-collar 
jobs. However, men and especially women in white-collar jobs are not 
generally expected to receive compensating wages because death risks 
are so low for them. (4) Univariate correlations between industry 
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death rates and wages are strong and positive in samples including 
manufacturing and nonmanufacturing. The evidence, especially in (1 ) ,  
suggests that the pattern of  statistically significant and insignificant 
coefficients could be due to industry rents, not compensating wages. 

Measu r i n g  Str i ke Activity: Some Problems 

JACQUES-ANDRE LEQUIN 
Universite du Quebec a Hull 

This paper shows that to develop a model of strike duration, we 
must not look at strike duration as an homogeneous population. The 
research with Canadian data suggests at least four types of population: 
1) very short strikes during the life of the collective agreement, 2) short 
strikes to speed-up collective negotiation, 3) medium (normal) strikes 
that bring the parties to review their expectations and sign an 
agreement and 4) long strikes marking a structural change in the 
balance of power between the parties. One might wish to add very 
long (pathological) strikes resulting from an irrational behaviour. 

A M odel  of Str ike Crossover I ntent ions 

MICHAEL H.  LEROY 
University of Illinois 

Six hundred fifteen unionized employees in several industries were 
surveyed regarding their intentions to cross their union's picket line 
during a strike. Respondents who reported low wages, or who stated 
they could forego work only a few weeks, or who stated they would 
seek alternative employment during a strike, were significantly more 
likely than others to state intentions to cross their union's picket line. A 
respondent's satisfaction with union representation was not significant
ly related, however, to a respondent's intention to cross a picket line. 
The study suggests that actual crossovers are financially motivated and 
are not necessarily opposed to their union's strike. 
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Ca nadia n Affi r m ative Action a nd 
Eth n ic I neq u a l ity 

MARC s. MENTZER 
University of Saskatchewan 
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The potential impact of the Canadian Employment Equity Act of 
1986 is discussed, and the U.S. and Canada are compared regarding 
affirmative action (employment equity) . Possible weaknesses in the 
Canadian legislation are described, and income data from 63 
Canadian ethnic groups are analyzed to determine whether the ethnic 
groups covered by the act are those in greatest need of protection. 

What Do Japa n ese Workers Th i nk 
of Th e i r  U n ions? 

MoTOHIRO MoRISHIMA 
Keio University 

Despite the recent observations that Japanese enterprise unions are 
losing membership support, very little systematic research has been 
conducted to investigate the factors that affect Japanese workers' 
evaluations of their unions. To fill this gap, using a large data set 
collected in 1987, this study examines correlates of members' overall 
evaluation of enterprise unions in Japan. A model is developed from 
previous research on employees' attitudes toward union organizations 
and on Japanese industrial relations. The results indicate that three sets 
of factors examined here-members' judgment of union contributions 
to improvements in employment outcomes, occupational differences, 
and employers' human resource policies-all have the potential of 
undermining membership support. 

Percept ions of G r i evance Procedu re 
Effect ive ness: Evidence from 

a N o n u n io n  Company 

RICHARD B. PETERSON 
University of Washington 

This explanatory study investigated the experiences of employees 
and managers in a large American company concerning their use/ 
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nonuse of the firm's nonunion grievance program. Based on a 
questionnaire survey received from a sample of 579 employees, some 
generalizations can be made. Correlations showed that employees 
perceive potential and real risks of grieving against alleged unfair 
treatment by management. Different combinations of independent 
variables explained from 39 percent to 86 percent of the variance in 
the four dependent variables (satisfaction with fairness, satisfaction 
with outcome, subsequent treatment of the grievant, and performance 
ratings) .  Somewhat surprisingly, grievants' responses were not signif
icantly different from the nongrievants for the vast majority of inde
pendent variables. 

I nterest Arbitrat ion i n  O ntar io 

JosEPH B. RosE 
McMaster University 

Based on 3,882 settlements in Ontario, Canada ( 1982-1990), this 
paper provides a preliminary comparison between the performance of 
collective bargaining under arbitration systems and private and public 
sector bargaining systems with the right to strike. The results indicate 
that arbitration protects the public interest by preventing strikes. 
However, in comparison to bargaining with the right to strike, 
arbitration systems experienced substantially lower settlement rates, 
protracted delays in achieving settlements and higher average wage 
settlements. These findings suggest there is a need to reconsider the 
efficacy of a labor policy based almost entirely on strike prevention. 

The I m pa ct of Soc i a l  C l ass on Att itudes Towa rds 
Stri kes: A Fou r-Cou ntry Study 

GREGORY M .  SALTZMAN 
University of Michigan and Albion College 

Leading labor experts-Lipset on the one hand, Bok and Dunlop 
on the other-disagreed about whether social class affects attitudes 
towards unions. This study addresses that debate, using U.S . ,  
Canadian, Swedish, and Norwegian survey data to analyze the 
determinants of attitudes towards strikes. It finds, contrary to Bok and 
Dunlop, that social class has a significant effect on attitudes towards 
strikes, even controlling for union status. Privileged groups in all four 
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nations were less likely to support legislation or coercive picketing to 
prevent the employment of strikebreakers; and privileged Swedes 
were less likely to support strikers' demands. 

A Robust I nference Ana lys i s  of the 
Dete rm i na nts of Layoff R u l es 

JoHN F. ScHNELL 
University of Alabama-Huntsville 

This study presents descriptions of multidimensional or complete 
layoff rules collected from union contracts and provides an ordering 
of these rules along the dimension of an employer's flexibility in 
making labor-force allocation decisions. A transaction cost-equalizing 
differences model is developed to provide a framework for testing the 
determinants of this ordering. The empirical model incorporates the 
ability to draw inferences about these determinants that are robust to 
misspecification. The results are consistent with the transaction cost 
model's emphasis on the importance of firm-specific experience-or 
asset specificity-in determining governance structures like layoff 
rules. The results also indicate that bargaining structure, enterprise 
size, workers' skill level, and race influence the form of the layoff rule 
that emerges through collective bargaining. 

Stewa rds as Strawm e n :  Myth or R e a l ity? 
T h e  Autonomous Exec utive Auth ority 

of U n i o n  Stewa rds in Contract 
Ad m i n istrat ion 

PATRICIA A.  SIMPSON 
University of Illinois 

This paper summarizes results of a research project that represents 
a unique empirical quantitative analysis of the behavioral context 
associated with steward grievance handling. Examination of  
behavioral data provided a means to  1 )  gain insight into the relative 
executive authority of stewards in contract administration; 2) measure 
the correlation between practical executive authority and prescriptive 
contract clauses awarding stewards formal rights and perquisites; and 
3) explore the relationship, if any, between practical executive 
authority and select institutional, demographic, and related variables. 
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The overarching analytical thrust of this project was to break new 
ground in delimiting causal factors that sustain or, conversely, under
mine steward power in contract administration. Further, this line of 
analysis attempts to lend critical perspective to discussions of the his
torical trajectory of steward power in the United States in the post
World War II period and to suggest fruitful directions for further 
research. 

Dete r m i n a nts of J u st Ca use a n d  Reasonable  
N ot ice in  the D i s m issa l of  N on u n io n  
E m p l oyees: Evide nce from Ca nada 

TERRY H. WAGAR AND JAMES D. GRANT 
St. Mary's University 

This study examined 179 Canadian dismissal cases in which the 
employer argu�d the existence of just cause for termination. 
Employees won slightly more than 60 percent of the cases. The 
probability of an employee victory was greater if the employer 
defense was based on business reasons, the employee had obtained a 
new job prior to the court hearing, and the employee was facing a 
limited labor market. The likelihood of an employer victory was 
higher if the employee had a blemished work record or was a more 
senior employee. Employees, on average, received a notice period of 
about eight months with employment in a managerial/professional 
position, length of service, and number of mitigating factors being 
highly significant predictors of the amount of reasonable notice. 

Prof i i e  of E m p l oyme nt D iscri m i nat ion 
Exper iences of Workers 

with D isabi l it i es 

ANN C. WENDT AND WILLIAM M. SLONAKER 
Wright State University 

The Ohio Employment Discrimination Study contains 2,400 cases 
from 1985-90. Approximately 12 percent were based on a disability, 
with men filing 65 percent and women 3.5 percent. The 37 different 
disabilities were generally: physical (80 percent),  mental (20 percent) ,  
incurred on the job ( 14 percent) ,  with back problems being the most 
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frequent (14 percent) . Claimants with disabilities were six times more 
likely to not be reinstated from medical leave, as compared to 
nondisabled claimants. Employers most frequently gave "physical 
condition" as their reason for the actions taken against the disabled 
claimants. This project is timely as employers confront their new 
obligations under the Americans with Disabilities Act. Additional 
information is available from authors. 



VI I I .  TH E T H E O R Y  A N D  P RACTI C E  

O F  M UTUAL GAI N S  BAR GAI N I N G  

I m provi ng N egot i at ions :  Two Leve l s  
of M ut ua l  G a i ns � ntervent ion 

CHARLES HECKSCHER 
Harvard University 

LAVINIA HALL 
Mediator 

A paradox in the field of principled negotiation is that it has been 
little applied in the most intensively studied negotiation arena of all, 
that of collective bargaining. Trainers and consultants have long noted 
a particularly strong resistance to mutual gains concepts among tradi
tional labor negotiators, and have tended to turn their attention to the 
greener fields of policy and international disputes. 

The labor relations arena is peculiar in that it carries a heavy weight 
of tradition and of social structuring. These are aspects that have been 
largely ignored by the line of theory stemming from Getting To Yes. 
The focus of that approach has been heavily on the interpersonal 
dynamics of the transaction, that is, how can I get the person I am 
dealing with to be reasonable? Within this frame it is possible to 
believe, as do many authors in this tradition, that power is not a critical 
factor. Their argument in essence is that given sufficient skill, one can 
convince the other that it is in his or her interest to adopt the principled 
approach rather than using available power. 

For labor relations professionals this is intuitively nonsensical, 
despite the appeal of the claim. The flaw in the reasoning is that it 
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assumes that the dialogue is an open one, with all relevant parties 
present and available to be convinced. But the labor world is in reality 
heavily constrained by factors that are beyond the reach of the actors 
at the table. There is, first of all, labor law which defines a narrow 
range of issues along with enormously technical rules for determining 
types of relations within each of them. There are government 
agencies-the Labor Department, the National Labor Relations 
Board, the Federal Mediation and Conciliation Service, the courts
that can have unforeseen effects. There are traditions often stretching 
back for decades that shape the expectations of the parties. 

Most importantly, there are highly demanding constituents on both 
sides-union members, who elect their leaders, and managers above, 
around, and below those who represent the company in bargaining. 

On the union side the constituency problem is particularly difficult, 
for virtually the entire strength of the union depends on the members' 
willingness to take collective action in the face of serious personal risk. 
Thus the bargainers need their extremely active support. Bargaining 
must be conducted in such a way as to maximize the ability to strike 
in case of failure; members must be maintained in a state of high 
excitement and readiness. To accomplish this without closing off the 
possibility of agreement is no mean feat. Other typical negotiating 
groups, such as interest associations, do not have this problem to the 
same degree. They place much lower demands on their members than 
do unions, requiring only an occasional vote or small contribution as 
the price of activism. 

To compound the problem, the communication between union 
members and their representatives is very thin. There are a few 
membership meetings and lots of leaflets, but no forums for real 
education and consensus building. Typically even stewards are poorly 
informed about the activities of the bargainers, and they are often not 
in close touch with their people. The result is that there is not a great 
deal of leeway. The members expect their representatives to stick 
quite closely to the bargaining demands, and they focus on simple 
measures of achievement, wage and benefit increases. Ordinarily no 
more than one complex "qualitative" issue can make it into the serious 
bargaining mix, and this issue must also have a clear "win" outcome for 
the members. 

The problem for management is somewhat different. There may 
be no problem if the real decision makers, the top leaders of the 
organization, are actively supportive of the process. Formal authority 
is an effective mechanism for pushing implementation down. But 
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more often labor relations is a relatively low-prestige function with a 
narrow range of action. If the bargainers in those circumstances seek, 
through mutual gains negotiations, to widen the arena of potential 
solutions, they are likely to run into resistant and uncomprehending 
superiors. 

Thus the labor relations arena creates unusually delicate problems. 
In this complex context, to suggest that the two parties at the table can 
simply sit down and freely invent new options is unrealistic. An 
intervention aimed merely at changing the behavior of the parties at 
the bargaining table is likely to fall short. 

We will call an effort aimed primarily at the bargainers a level-one 
intervention. These come in two basic subcategories: training and 
active facilitation. In the former case, the intervener merely conducts 
training in key skills and then leaves the scene, expecting that the new 
approach will change the outcomes. In the second, the intervener 
remains as an active shaper of the actual negotiation process. 

Our main hypothesis is that neither of these is sufficient for long
term success. The combination of training and facilitation is better 
than either one alone, but both remain limited by the surrounding 
structures. These require a level-two intervention which transforms 
the internal relationships between bargainers and their constituents. 

The evidence for exploring these relationships is scanty. There has 
not, to our knowledge, been a great number or variety of efforts over 
all, and very few of these have been reported in any careful way. 
Moreover, it is unwise to use second-hand reports in a field like this 
because there is so little agreement on terminology and criteria of 
evaluation, let alone what constitutes success. We therefore rely 
primarily on our own experience as researchers and interveners. In 
particular, we have examined seven cases which we have followed for 
sufficient time to have a sense of the outcomes-that is, at least a year 
or two after the development of a mutual gains approach. 

Experiences with level One and level Two 

The assumption behind a level-one effort is that the chief obstacle 
to win-win agreements is a lack of skill and knowledge on the part of 
the negotiators. There is some truth to this in labor relations, but only 
some. 

In traditional bargaining there is a great deal more win-win activity 
than is generally acknowledged. The problem is rarely the classic one 
described in prisoners' dilemma exercises; the parties are not uncon
nected and unaware of their interdependence. On the contrary, where 
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the two parties are evenly matched and neither believes it can destroy 
the other, there is a powerful incentive for the lead bargainers to estab
lish a positive working relationship. Thus, they are in fact highly sen
sitive to the needs of the other side, and they consider their strategy in 
the light of a long-term future. The bargainers typically indicate in 
various ways their true interests behind the positional language. They 
treat the bargaining process as a mutual problem to be worked 
through, and they generate ideas in offline sessions. 

But the effectiveness of such "natural" win-win behavior, in our 
experience, is limited by several common problems. Some, but not all, 
of these have to do with the attitudes, skills, and behaviors of those at 
the table and are therefore accessible to level one intervention: 

1. One of the most frequent of these lies on the union side: it 
consists of a lack of skill in understanding and interpreting manage
ment's arguments. Companies typically present reams of financial 
data indicating their dire plight and inability to meet the union's de
mands. Labor just as typically discounts this information, in part be
cause they do not have the technical skill to check it. Thus an increase 
in this ability may well increase union leaders' confidence in their ca
pacity to evaluate innovative solutions. 

2. Usually there is also lack of complete understanding by both 
parties of some of the fundamental problems facing the other side. 
This varies enormously. Where the bargaining teams are new, this gap 
can be very large, while with more experienced. bargainers it is 
smaller. But even in the latter case a full and open discussion of each 
others' interests produces surprises and revelations for the most 
grizzled of bargainers. In recent years, for example, management 
bargainers have sometimes been slow to appreciate the enormous 
emotional impact of health care changes on union memberships. We 
have seen this understanding "dawn" on management bargainers as a 
result of an exchange of interests. 

3. There is no systematic process for developing and exploring 
new ideas. Such exploration does happen, but largely in brief side 
conversations. This informal mechanism is insufficient for working out 
complex problems. The mutual gains process structures periods of 
"exploration without commitment" which can expand the range of 
investigation. In addition, outside interveners may be able to stimulate 
the imagination by drawing lessons from their own experiences or by 
introducing techniques for fostering creativity. 

4. Not infrequently there are "personal" skill or attitude issues 
specific to the particular bargainers or situations. In some cases a 
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personal relationship may have soured to the point where communica
tion is difficult. The parties have to be helped to separate the real 
concerns from their personal feelings. Full and frank discussion, 
together with coaching by the interveners, may well help to overcome 
these problems and move negotiations forward. 

An intervention that deals effectively with these dimensions of 
negotiation can develop the "natural" processes sufficiently to achieve 
real improvements. But even ;'1 the best cases the negotiations remain 
constrained by surrounding forces-the level-two factors-which 
have not been addressed. These derive primarily from the fact that the 
important constituents are not themselves party to the negotiation 
process. On �he union side, leaders are continually aware that 
membership expectations closely limit them, and also that they have 
relatively little ability to shape those expectations. On the management 
side, there is frequently a higher level not at the table which is directly 
or indirectly calling the shots. 

Thus cne sees a number of common limits to level-one interven
tions: 

l. Even if the bargainers accept the basic idea of mutual gains 
bargaining-whether in its "natural" or its more self-aware form-they 
often need to hide this acceptance from their constituents. On both 
sides the expectation of those watching the negotiations is that "their" 
representatives will fight hard for their interests. If the atmosphere 
appears to be too cooperative, they will suspect a sellout. 

2. Even if the bargainers develop a sufficient understanding and 
skills to invent new solutions to their differences, they are likely to 
have difficulty "selling" the new ideas back home. On both sides the 
communications channels are too thin. The management bargainers 
report back to their superiors, but rarely have a chance to effectively 
educate them about the options considered and the arguments for the 
different possibilities. On the union side, there is still less opportunity 
for education of the membership. 

The weakness of communication mechanisms on the union side in 
particular means that certain issues are completely undiscussible, at 
least in public. A common example: factory piece-work systems often 
turn out to be so inefficient and complex that both union leaders and 
managers will agree (in private) that they ought to be changed. But the 
union leaders dare not bring this proposal back to their memberships. 

3. Even if the bargainers recognize that free exchange of 
information is vital for mutual gains problem solving, they may not be 
able to achieve it. This is most commonly a management problem, 
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because management holds most of the information. The top levels are 
typically resistant to any suggestion by their labor relations staff that 
they release, for example, confidential productivity and profit figures 
to the union. 

The weaknesses come from the lack of change in the constraining 
structures surrounding the bargaining relationship. It is generally 
possible, when the parties have reached the point of seeking outside 
help, for an outsider to bring them to agreement. It is another thing, 
however, for that agreement to hold up as a stable basis for the 
realignment of relationships.  A theory focusing on the social 
constraints will expect a degeneration of the goodwill achieved in the 
facilitated process as constituents make their voices heard more 
clearly. 

There remains the possibility of a change that extends beyond the 
bargaining committee, what we will call a "level-two" change, 
transforming the relationship between bargainers and their constituen
cies. It involves structural as well as strategic transformation, that is, it 
requires not merely a development in personal skills, but a new stage 
of organizational capacity. The problem is to create sufficient 
consensus and trust within the two sides to enable the bargainers 
effectively to exlore new options. 

A level-two intervention is more difficult, stretching far beyond the 
typical training "hit." It has therefore, to our knowledge, rarely been 
carried out in a thorough manner. But we do have a great deal of 
evidence so far about the limits of level-one change, and the 
difficulties involved in moving to level two. 

Our basic experience, which is consistent with a theoretical stance 
stressing the importance of context, is that level-one change, whether 
in the form of skills training or of active facilitation, tends to 
degenerate over time. The alternative view suggested by some 
practitioners, that a "virtuous circle" of growing trust is created once 
the initial hurdles have been overcome, has not been confirmed. 

Our seven cases fall into three rough categories: 

1. Level-one interventions (Michigan Bell and the Communica
tions Workers of America; Northrup and the United Auto Workers) .  In 
these cases the intervention consisted essentially of two or three 
training sessions with the bargaining teams. There was considerable 
progress at level one in both instances. At Michigan, subcommittees 
met over several months and developed innovative solutions to some 
problems, and at Northrup, a previous pattern of hostility was 
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considerably softened. But neither effort made any significant 
breakthroughs in the end. When the outside pressures came to the 
forefront, there was a clear reversion to traditional demands. 

2. Mixed level-one and level-two interoentions (Pacific Bell and 
the Communications Workers of America; the University of Cincinnati 
and the American Association of University Professionals; and the 
Flint, Michigan school negotiations with multiple unions) .  These 
interventions were somewhat more thorough, lasting (in the case of 
Pacific Bell) as long as six years. In all three the constituencies were 
more involved in the process than in the purer level-one interventions. 
In Cincinnati and Flint this involvement was in part due to the nature 
of a professional/white collar union, but it was also in part a result of 
explicit intervention strategies . These cases made significant 
bargaining breakthroughs, but they failed to transform the relationship 
among the parties. They have all tended to revert back towards a more 
traditional pattern in time. 

3. Level-two interventions (Harvard University and the Harvard 
Union of Clerical and Technical Workers; Shell-Sarnia and the Energy 
and Chemical Workers) . These are not, strictly speaking, "interven
tions" in a traditional relationship, but rather examples of conscious 
creation of a new pattern. They involved clear level-one training in 
techniques of mutual gains bargaining, but also strong level-two 
innovations which involved constituencies in an ongoing and active 
way in the negotiating process. Both have shown the capacity to 
generate and sustain major bargaining breakthroughs. 

These cases indicate both the power and the difficulty of the win
win approach. They suggest several conclusions. 

First, training in mutual gains techniques can clearly help signifi
cantly to improve relations among bargainers. Even experienced ne
gotiators find a great deal of power and novelty in the techniques of 
open discussion of interests and brainstorming of solutions. In some 
contexts this will no doubt be sufficient to produce better outcomes. 

Second, its potential is greatly affected by constituency relations. 
Where the constituencies are well-integrated and highly involved, the 
techniques of win-win bargaining help take full advantage of the 
opportunities, opening more room for creativity and the building of 
trust. On the other hand, where leaders are more "bureaucratically" 
distant, the interventions run into obstacles and barriers despite 
improvements within the bargaining team. 
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Third, the ability to change the constituency relations through win

win bargaining is still unproven. This is clearly a large and difficult 
task, and the cases we examined did not for the most part take it on. 
The more successful examples are those in which organizations were 
already relatively involving and nonbureaucratic before the interven

tion (in particular, the union at Harvard, Cincinnati, Flint, and Shell
Sarnia, and the management in the latter case) . But those that began 
with more traditional structures generally had difficulty in implement
ing win-win bargaining. Even Harvard is facing difficulties because of 
the lack of restructuring and consequent lack of commitment to 
change on the management side; so is the University of Cincinnati. At 

Pacific Bell, there was success in spreading the circle of involvement 
out to local presidents in decentralized joint committees which effec
tively swung them from opposition to support of the effort. But it 
came to grief from the level beyond-that of the full membership
which had no ongoing connection to it. 

Fourth, the nature of the constituency change appears to be more 
extensive than we first believed. It involves not only extensive 

communication, but direct and active constituent participation in an 
array of ongoing mechanisms. The Shell-Sarnia example in particular 
suggests this dimension; employees throughout the plant engage in 
continuous bargaining in many forums. Harvard/HUCTW has 
approached this level of involvement, at least on the union side, which 
has also contributed to its relative success. In some other cases, such as 
Cincinnati and the Flint teachers, constituents are involved actively 
but more informally, which seemed to work somewhat less effectively 
but nevertheless provided a foundation for significant changes at the 
table. 

Thus we conclude (from these cases) that while mutual gains 
bargaining training of bargainers (level-one interventions) can clearly 
lead to an improvement of relations and the development of some 

novel ideas, it requires for long-term success a quite major transforma
tion of the traditional structures of both union and management-a de
centralization and "debureaucratization" of both organizations. A 
successful level-two intervention requires a shift from relying on 
individual negotiators and third-party facilitators to an organization 
that can accommodate changes through ongoing dialogue and joint 
implementation among all employees on a day-to-day basis. 

It may be, in short, that the new techniques are able to maximize 
the potential of involving organizations but not to transform bureau-



168 IRRA 44TH ANNUAL PROCEEDINGS 

cratic ones. In this case they would need to be seen as part of a larger 
process of change in labor relations. 
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M ut u a l  G a i n s  Barga i n i ng :  The 
Evo l ut ion of  I nterve nt i o n  Strateg i es 

RAYMOND A. FRIEDMAN 
Harvard Business School 

"Mutual gains bargaining" (MGB) has captured the imagination of 
negotiators, consultants, and scholars around the country. It offers, it 
seems, a more sensible, productive, and rational way of negotiating 
over anything and everything-whether it be used cars, locating a 
waste disposal site, or how to determine child custody after a divorce 
(Fischer and Ury, 1981; Susskind and Cruikshank, 1987). It offers an 
alternative to traditional labor negotiations as well. The traditional 
approach, which includes elaborate rituals of conflict (Friedman, 
1989) and only very private and subtle forms of cooperation 
(Friedman, 1992), does not fit comfortably with the emerging 
consensus that labor relations must be more cooperative if unions (and 
the industries they dominate) are to survive (Heckscher, 1988) . A 
better way of bargaining is an essential ingredient in any effort to 
change the basic structure of labor relations. 

In spite of this general interest in MGB, and its place in our hopes 
for a new future in labor relations, the process is proving rather 
difficult to disseminate to labor negotiators in an effective way. One 
constraint has been the ideas themselves: while they are powerful 
ideas that can easily capture the imagination, how they are to· be 
applied in practice may be more difficult for negotiators to 
understand. A second constraint is cost: training may be more 
expensive than many bargaining units can afford. A third constraint is 
the structure of labor negotiations in particular: constituents are often 
highly activated, leaders are usually "professionals" who are expert in 
their established way of negotiating (Kolb, 1984),  and labor laws place 
requirements on bargainers to act in certain ways. 

These constraints raise the following questions: How do we bring 
MGB ideas successfully into the labor relations context? What are the 
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choices available to interventionists and what are the implications of 

those choices? And, what are some of the patterns that have worked 
and in what contexts have they worked? 

My answers to these questions are based on data from several 
sources: observations of three "test" cases of joint labor-management 
training sponsored by the Department of Labor (DOL), discussions 
among MGB trainers and researchers at a meeting sponsored by the 
Harmon program at Harvard's Kennedy School of Government 
(December, 1990), a survey of those seminar participants (conducted 

by Charles Heckscher) , and more recent telephone interviews with 
these and other trainers. 

The PON Experience: lessons from Three Test Cases 

In 1988 the Harvard-MIT Program on Negotiations (PON) 
received a grant from the DOL to bring MGB training to three 
contract negotiations. The hope, as expressed in the original proposal, 
was to "develop an approach to negotiation and training that can 
foster the needed movement from adversarial to cooperative labor 
relations." At the time, the DOL had developed a broad portfolio of 
between-contract services to help companies and unions in their effort 
to be more cooperative. What they were missing was a program that 
addressed the negotiation process itself. 

Members of PON had developed an expertise in MGB training 
(covering many areas of dispute resolution) and a set of teaching 
techniques (primarily negotiation games and role-plays) designed to 
let students practice MGB in a relatively safe atmosphere. For the 
DOL project, these techniques would be applied to the training of 
labor and management negotiators just prior to their actual 
negotiations . First, both parties would be interviewed and a 
customized bargaining game would be written that would provide a 
realistic simulation of their bargaining problems. Second, both parties 

would attend a two-day negotiation workshop that included lectures, 
several bargaining simulations, and debriefings of those simulations. 
During the simulation, negotiators would reverse roles-they would 
be asked to take the perspective of their opponent, arguing their 
views, and seeing their own views from the opponent's perspective. 

After the simulations, trainers would debrief the exercises, and help 
negotiators develop their own set of rules for their upcoming 
negotiations-based on both the core MGB ideas and their experiences 
during the simulations. 
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If these training sessions worked, it would show that a few 
powerful ideas could be conveyed in a short period of time, and have 
an impact on actual negotiations . I will call this approach to training a 
"minimalist" model. 

In practice, this short-term, high-impact model did not actually 
happen. On the front end, entry into the three cases was far more 
complex than expected. In one case, the union would only commit to 
the training after a day of open debate among constituents and with 
the PON trainer. In another case, the trainers had to get involved in 
extensive on-again, off-again negotiations with the company and union 
before they would agree to try using MGB, and they had to add, as 
part of those negotiations, a day of pretraining training. And in the 
third case, additional days of training needed to be scheduled given 
the large number of constituents whom the parties felt had to be 
involved. Even if the "training" might take only several days, the pre
work required to set up those several days was extensive. 

I should point out that, as difficult as the entry process was in these 
cases, we can expect it to be even more difficult in other cases. This 
project had the advantage of full funding by a third party (DOL) 
before initial contacts were even made. The value of MGB is likely to 
be challenged even more aggressively when thousands of dollars in 
training costs are part of the equation; debates between labor and 
management over who should pay the bulk of those costs have not 
been uncommon in such cases. And if, as is likely, management ends 
up paying more than the union, the neutrality of the trainers can be 
called into question. 

During training, PON trainers faced different problems. The 
simulations generally went well, but in one case it became 
complicated by some relatively minor, but gnawing complaints: at 
times the customized case was deemed too unlike their real situation, 
but at other times too close to the real situation. And, when it came 
time to do the simulation, this group refused to reverse roles. The 
details of the simulation became a forum for playing out conflicts and 
anxieties that generally made negotiations difficult for this group. 
These dynamics led to a second problem: while the events were 
designed to deal primarily with negotiations, much of the discussion 
inevitably drifted towards the state of the relationship, and what did 
or did not happen "last time." These discussions proved fruitful-they 
were essential in order to clear the emotional underbrush for MGB
but they were not always part of the training plan; they dealt with 
issues beyond negotiations per se (requiring different kinds of training 
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skills), and they occurred in spite of explicit attempts in some cases by 
lead negotiators to avoid touchy issues from the past. 

After training, it was hoped that the ideas and lessons from the 
training session would in themselves change the negotiations process, 
but this was more the exception than the rule. In most cases, negoti
ators needed additional ongoing support, either to clarify how the 
ideas were to be implemented in practice, or to help them work 
through difficult moments when they felt stuck in spite of trying very 
hard to do MGB. On the first point, it appears that the transition from 
simulations to real negotiations is very difficult, and is inevitably 
fraught with unforeseen ambiguities and complexities. On the later 
point, even negotiators who get past the difficult starting phase can be 
caught off guard by constituent pressures or by an overwhelming 
sense of lack of time (see Ancona, Friedman, and Kolb, 1991, for an 
analysis of the effects of constituent and time pressure on MGB nego
tiations) . In these instances, they called for extra help from the trainers, 
who were able to provide assistance, either by phone or in person. 

As the PON team moved through its series of test cases, they found 
themselves being involved more extensively than initially antici
pated-before, during, and after the training. Negotiators' actions and 
concerns drove trainers away from the minimalist model. These 
developments point to several alternative approaches to MGB 
training-ones that are currently emerging in practice. 

Alternative 1 :  Expand Involvement 

The PON experience points out that trainers cannot enter a 
situation, spend a few days, leave, and thereby change the way labor 
and management negotiate. They are part of a larger system of 
relations. This means that trainers will have to become involved with 
more people, and over longer periods of time ( i.e. , throughout the 
course of negotiations) .  Before negotiations, they will have to be more 
proactive and interact with a broader range of constituents. During 
negotiations, they will have to be involved in ongoing, real-time 
training, possibly serving as quasi-process mediators. And after 
negotiations, they will have to continue the relationship, helping the 
parties implement changes-both in content and process-that were 
agreed upon or proposed. This is a position expressed by Larry 
Susskind (one of the PON trainers) during the project debriefings 
( 1990) ,  and one that guides his current work. 

This is indeed, an optimal model for MGB training. The main 
drawback is that this expanded model simply may not happen in any 
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given case. It requires far more money to cover the fees for such 
extensive consulting and, if labor and management have a hard time 
agreeing on how to manage several days of training, it will be even 
more difficult for them to agree on a large-scale, all-encompassing 
consulting project. In many cases, there may be too many barriers to 
entry for this more inclusive training approach, and entry may only be 
possible for the most prominent and established trainers in the field. 

Alternative 2: Expand Behavioral Clarity 

A second alternative is to expand, not the extent of trainer 
involvement, but the specificity of the recommendations that are 
provided. lf it is not possible-because of political, financial, or time 
constraints-to be involved as extensively as would be ideal, it is 
important to leave negotiators with a very clear and detailed set of 
guidelines for conducting negotiations. While the "minimalist" 
approach is to let negotiators develop their own rules of action (so that 
the rules would be most appropriate to their situation and participants 
would be committed to those rules), Alternative 2 emphasizes the need 
to provide, a priori, a more complete behavioral roadmap for 
conducting negotiations. 

Jerry Barrett (1991) has developed an MGB training program along 
these lines. In his program, negotiators are told to carry out specific 
"steps" and his s imulations model those steps very explicitly 
(negotiators are moved, in a fairly structured way, through stages of 
issue generation, interest definition, developing options, setting 
standards to evaluate the options, and arriving at a settlement) . The 
advantage of this approach is that these ideas can be taught relatively 
quickly and the training costs are minimal. Also, this approach will be 
attractive to parties who truly do not want to jointly examine their 
broader relationship. For these reasons, it is more likely to actually be 
taught to negotiators. Most importantly, unlike the minimalist model, 
negotiators are left with a detailed action plan that is relatively 
unambiguous. 

The risk of this approach, of course, is that little work is done with 
constituents, or around problems in the relationship that tend to plague 
efforts to use MGB. This approach may also be too concise-partici
pants may learn behaviors without mastering principles. 

Alternative 3: Expand Control 

In a few cases, trainers have been able to expand both their 
involvement and the behavioral clarity of their recommendations: they 
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have stepped in and told negotiators exactly what to do before or 
during negotiations (including how to relate to constituents) and 
remained available to negotiators throughout the negotiations
watching and/or directing their activities. What was distinctive in 
these cases was the high level of control achieved by the MGB trainers. 

Two trainers who have approached MGB training in this way are 
Kathryn Tooredman of the National College of Education and Don 
Power of the Federal Mediation and Conciliation Service (FMCS). In 
Tooredman's approach (1990), negotiators are required to go through 
a series of ten "phases," beginning with a meeting between the college 
president and the faculty (she works only with schools), moving 
through several weeks of "protocol discussions" and group "retreats," 
and ending in contract-writing and a "victory party." Her formula is 
very detailed and specific: for certain meetings the exact number of 
people who should attend is stated, the activity and product of each 
meeting or retreat is defined, and the length of time allotted for 
subcommittee work is specified. Most strikingly, she requires the key 
management constituency-the school's board of trustees-to be 
present. Some steps are left for negotiators to develop for themselves 
(they determine the "protocols" to be used), but much is determined 
by the trainer as a condition for doing the training. 

Power also specifies a series of steps and requirements. Most im
portantly, before negotiations, he requires each side to engage in a 
structured issue identification process (using his forms and a compu
terized data "assembly" process) , an issue classification process, and a 
data compilation and feedback process. The result is a joint bargaining 
manual. During negotiations, each issue is resolved separately (no 
trade-offs are allowed),  and wages are required to be the first item dis
cussed. During the ratification process, both formal and informal 
agreements are presented to constituents and, after negotiations, a 
joint contract follow-up committee is formed. Like Tooredman's mod
el, there is room for negotiators to choose how they want to actually 
negotiate (he calls it their "consensus guidelines"),  but much of the 
MGB process is very tightly controlled in Power's approach. 

In both cases, the trainers maintain an extremely high degree of 
control: they determine much of what happens before, during, and after 
negotiations, and remain involved throughout. This kind of con
trol enables these trainers to drive the process, ensure that MGB gets 
done, and guarantee that constituent relations are managed. There are 
no behavioral ambiguities. But such control depends on some struc
tural conditions that are unique to their situations. Each is a full-time 
staff member of an organization that provides these training services 
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to organizations that want them. Participants do not have to pay the 
trainers, so they are less likely to want (or need) to limit the time 
trainers spend helping them and they do not have to negotiate over 
who pays the costs. From the trainer's perspective, their income does 
not depend on generating clients so they can more easily demand that 
subjects follow prescribed steps and reject cases where participants 
refuse to follow those groundrules. Finally, both Tooredman and 
Power have worked primarily with relatively small units, where they 
are likely to have more leverage than would be true with larger clients. 
These structural conditions may not exist in many cases, or for many 
trainers. 

Table 1 provides an outline of the differences between these three 
approaches, including their area of emphasis, costs, the likelihood of 

TABLE 1 

Intervention Strategies 

High Involvement High Clarity High Control 

Helps With 
Constituent 
Problems? yes no yes 

Addresses 
Relationship? yes no maybe 

Provides a Priori 
Behavioral recommendations 
Clarity? evolve yes yes 

Provides Guidance 
During Negotiations? yes no yes 

Provides Support 
maybe After Negotiations? yes no 

Costs low for clients 
of Process high low medium for sponsor 

Likelihood 
of Beginning 
Training low high medium 

Likelihood of 
I CJlementing 
M B After Training medium medium high 

Likelihood of 
Long-Term Impact high low medium 

Trainer - training - training - training 
Skills - process - process 
Needed management management 

- reputation - power and 
independence 
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being initiated and implemented, and the kinds of skills or background 
needed by the trainer. Note that this formulation does not represent all 
of the subtleties of each approach, or all of the ways that each might 
be enacted, but rather represents basic differences between the 
approaches as they have been enacted so far. Also, no attempt is made 
to evaluate which has done "better" in practice: as is implied by the 
table, the answer to that question would depend on whether "better" 
means more likely to be used, more readily available to a broad range 
of bargaining units, more likely to have a lasting impact, or some other 
criteria. 

Areas of Agreement Among Trainers 

Are there any aspects of MGB training about which trainers are 
agreed? Prior to the Harmon-MGB seminar, participants (including 12 
people who had done training) were surveyed about various aspects of 
MGB training. Most agreed that (1) simulations are a necessary 
ingredient to training, (2) role reversals during the simulations are 
useful, and (3) at least some outside facilitation is needed after 
training. Trainers who came from a labor relations background 
expressed different views on two points: they, more than others, felt 
that training had to include constituents (not just the negotiators) and 
that the simulations should reflect the parties' real issues (rather than 
being safe, issue-neutral exercises) . Trainers who had been doing 
short, intensive training programs believed that a few days of training 
could be effective (while others thought more time was necessary) .  

Trainers' views were even more varied regarding conditions that 
made MGB successful: some thought that the probability of success 
was increased if the bargaining unit was white collar, if participants 
were more highly educated, or if bargainers did not have too much 
experience with old bargaining traditions; others disagreed. Some 
thought it could be useful to train one side (if that was all that was 
possible) ; others disagreed. And, on a hopeful note, while most 
trainers thought that MGB could not be implemented if relations 
between the parties were really hostile, the few trainees in the survey 
stood out in their clear disagreement with that assessment. 

Conclusion 

The distinction between "interests" and "positions" is a powerful 
idea, and the core element of an MGB alternative to traditional labor 
negotiations. In spite of the simplicity of the idea, however, getting 
people to understand and use it can be daunting in its complexity. The 
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initial minimalist model of training was based on the hope that the 
idea, in itself, could change the negotiation process. We know now 
that that is not enough. Negotiators need additional support, either in 
terms of more broad involvement by trainers or more clearly specified 
and concrete behavioral recommendations by them. Current 
modifications of MGB training differ in the degree to which they 
emphasize the former or latter form of support. 

Each approach has advantages and disadvantages. Greater in
volvement in constituent relations and the actual negotiation process 
can be highly effective, but poses great risks to the parties and repre
sents large costs so that only large bargaining units, willing to face 
great changes, will sign up for this training. Training that focuses on 
providing, up front, more concrete steps for taking action is not as like
ly to have as broad and sustained an impact on the parties, but is cheap 
enough and simple enough that many bargaining units may actually 
try it. Each approach may be appropriate, depending on the size and 
wealth of the bargaining unit, the degree of risk that is viable, and the 
availability of trainers with the appropriate skills and level of 
credibility. 

It is possible to do both, but that is rather atypical: the trainer must 
have a great deal of control over the negotiators and a high degree of 
availability, which seemed to occur only when the trainers were full
time staff supplied by a parent agency rather than independent 
consultants. This suggests that more should be done by policymakers, 
the FMCS, and other servicing organizations to develop a staff of full
time MGB trainers. In the meantime, however, most trainers are 
outside consultants and, as such, they have to find ways to be effective 
within the cost, time, and political constraints they face. 

Clearly, the data are not all in yet: each attempt to bring MGB into 
labor negotiations offers new ideas, new insights, and new opportuni
ties for improving labor relations. 
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The PAST M odel  of Wi n-Wi n 
Co l l ective B a rga i n i ng 

JEROME T .  BARRETT 
Consultant 

This paper describes, discusses, and evaluates the PAST (Princi
ples, Assumptions, Steps and Techniques) model of interest-based col
lective bargaining. In developing and testing the PAST model, a two
day training seminar was used to train 40 labor/management pairs 
involved in a bargaining relationship. The evaluative comments 
reported here are based on the training participants' impressions of the 
PAST model and their use of it in bargaining, as well as the author's 
observations of the parties during their training and in one quarter of 
the cases, negotiations. 

The PAST Model 

The PAST model is outlined in Appendix A. The principles are 
based on systematic observations of a variety of negotiations, 
conducted by the Harvard Program on Negotiations, to determine 
what works well and what doesn't. The assumptions about behavior 
and bargaining were derived from the principles and an optimistic 
view of the motives of other human beings. Both the principles and 
assumptions are intellectual and psychological in nature. They are a 
way of thinking about how negotiations do or should work. They 
constitute a new bargaining paradigm. 

In contrast, the steps and techniques deal with skills and behavior. 
The sequential steps are the actions used to implement the principles 
and the assumptions in the negotiating process. The group-process 
techniques are the tools used to facilitate the individual steps. For 
example, the brainstorming technique is used in the step where options 
are created; the idea-charting technique is in all steps. 
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Training in the PAST Model 

A two-day seminar provides joint training for the labor and man
agement negotiators on the PAST model. Ideally, the training is 
scheduled a month or two before the start of bargaining to afford the 
bargainers sufficient preparation time after the training. 

The interactive training uses slides, video, flip charting, numerous 
handouts, paper and pen exercises, group and pairs exercises, 
simulations, lecture/discussion, facilitated discussion, coaching, and 
modeling. A book and an article are provided as additional reference 
material. 

The goals of the training are to introduce the PAST model and 
provide experience with it, to challenge old assumptions and beliefs 
about bargaining and human behavior, to provide a successful 
experience with the model in a collective bargaining setting through 
coaching, and to provide a practical and focused discussion on 
applying the model to the parties' next negotiations. 

Profile of Trained Groups 

Management and labor from a variety of sectors and unions have 
been trained in the PAST model. The industries and sectors that have 
participated in the training include steel manufacturing, rubber, food, 
aluminum, electronics, machine tools, paper, military vehicles, public 
utilities (electric, natural gas , and telephone) , mineral mining/ 
processing, defense, health care, federal government, municipal 
government, and public education (K-12, community college, and 
university) .  The unions that have participated in the training include 
UA W, IBEW, IBT, lAM, AFGE, AFT, NEA, USW, AFSCME, AFGM, 
ANA, IUOE, UPIU, URW, and a number of independents. 

Other characteristics of training participants demonstrate the 
parties' diversity. The parties were equally divided between the pri
vate and public sector. Many were in long-term relationships, others 
were on a second or third contract. Most involved a single union and 
a single plant, but a few involved more than one union and one in
volved a multiplant organization. Some had no or few strikes; one had 
not reached an agreement without a strike in 20 years. Both very com
petitive and less competitive businesses were trained. A few were for
eign owned. Groups were located in 18 different states, including rural 
and urban areas. Some were the largest facility in their area or indus
try. A few were trendsetters in their industry. Some participants were 
very experienced traditional bargainers, others had little bargaining 
experience. 
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Significant History and Motivation of Trained Participants 

The history of the parties' relationship was a key factor in 
determining their motivation to change their bargaining process. 
Three distinct relationship histories were clear among the parties who 
were trained: 

l. Recent history of cooperation: These parties had engaged in 
cooperative efforts in their relationship outside of collective 
bargaining. They had used labor-management committees, quality 
circles, quality of work life concepts, or other collaborative efforts to 
make their relationship more positive and less adversarial. Following a 
period of increasing cooperation in their day-to-day relationship, 
when the time came to start their bargaining, the parties recognized 
the incongruence between their bargaining relationship and their day
to-day relationship. Because of their positive attitude toward the 
cooperative phase of their relationship, these parties sought a change 
in their bargaining process to align their collective bargaining with 
their day-to-day relationship. 

2. Negative bargaining history: These parties have survived their 
last collective bargaining round, or the last several rounds, convinced 
that they must find a better way, that they cannot continue to bargain 
as they have. They are not only dissatisfied with their bargaining 
results but also with the negative impact on their relationship. (Those 
parties with either a recent history of cooperation or a negative 
bargaining history, who feel a sufficiently intense need to change their 
bargaining, are most likely to succeed.) 

3. Not bad enough: These parties were seeking a new and better 
way to bargain, but they lacked a real motivation to change. They 
were not sufficiently dissatisfied with their current bargaining process 
to make a break from their past. 

Ideal Users of the PAST Model 

Based on those parties who have successfully used the PAST model 
after training, it is possible to characterize the ideal users of the PAST 
model: (a) both parties are motivated to change based on a perceived 
need to change and a belief that they can change; (b) both parties have 
at least one member who is willing to urge and push their team when 
the bargaining gets difficult and negotiators get discouraged; these 
individuals are cheerleaders or true believers with credibility and a 
willingness to motivate their team based on their vision of a better way 
to bargain; (c) parties who have already done some trust building in 
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their relationship through some form of labor-management coopera
tion; (d) parties with some experience in group process techniques, 
and problem solving; (e) parties whose market or financial environ
ment is not at a point of desperation; and (f) parties who are willing to 
allow a third-party facilitation to help them during their first several 
negotiating sessions. 

Obstacles to Using the Model 

The parties who were unwilling to quit their traditioPal bargaining 
process and adopt the PAST model after training were unable to over
come one or more of the following obstacles: 

l. Lack of readiness or motivation to change: The parties were not 
sufficiently dissatisfied with their current bargaining process and its 
results to make the effort to change. They were not willing to take the 
risk that change involves. They were not at what Kurt Lewin called the 
"unfreezing stage." 

2. Lack of constituent support for change: One or both parties 
believed that their constituents did not want to change and the bar

gaining committee was unwilling to lead or challenge the constituents' 
views. 

3. Too little trust by key negotiators: Based on their bargaining 
experience together, bargainers had lingering suspicions and doubts 
about the other negotiator's motives for trying the PAST model. 

4. Political reasons: Some parties made their agreement to use the 
PAST model contingent upon the other side agreeing on a matter 
concerning another plant. 

I ntroducing the Model after the Training 

Following training, each group discussed how to get started using 
the process. Some decided to test the model before using it in their 
contract negotiations. A few tried the model on a few grievances. One 
multiplant organization had the local plant bargaining teams trained 
and used the model on local agreements first. A few parties identified 
a common problem area and tried the model on it first. One group 
identified a plant area with a serious group of problems. Then they 
appointed bargaining committees from that area, had them trained, 
and let them bargain their issues. In each of these situations the 
experiments were viewed as sufficiently successful that the trained 
bargaining committees attempted to use the model in collective 
bargaining. 



MUTUAL GAINS BARGAINING 183 

Most of those who used the model tried it with regular negotiations 
without any experimentation. Those that had the most success utilized 
an experienced facilitator on the first few days of their bargaining. 

Full to S light Use of PAST Model 

Of the parties trained in using the model, some used it fully in their 
negotiations; others used it less. Four levels of utilization of the model 
can be identified: (a) parties used the full PAST model on all issues in 
their negotiations and now use it in their day-to-day relations; (b) 
parties used the full PAST model on many issues in their negotiations 
but resorted to positional bargaining on a few issues; (c) parties did not 
use the full PAST model, but during negotiations they were less 
positional than in the past, used the options step on some issues and, on 
most issues, talked about the need for a win-win outcome; (d) parties 
did not use the full PAST model but experienced a different tone in 
their negotiations based on the assumptions in the model. They were 
less competitive, less win/lose, and they talked about mutuality. 

The PAST model and training anticipate the parties' need to sort 
out the level of utilization for which they are ready. That sorting out 
occurred during and after training through consultation with constitu
ents, through examining their environment and their commitment to 
change, and through considering how rapidly and completely, they 
are capable of changing. 

Other Results Reported by Users of the PAST Model 

Many negotiators who used the PAST model reported that they 
reached a better, fairer agreement and also improved their relation
ship. Parties with a history in cooperation found the model compatible 
with their cooperative efforts outside of bargaining. One group re
ported that their settlement established the pattern for their industry. 
Several groups reported that they plan to use the model in their next 
negotiations. 

I n itial Problems in Using the Model 

Users of the PAST model experienced initial difficulties, some of 
which were related to the nature of change: (a) before experiencing 
some successes with the model, it was difficult for some parties to 
project a vision of the model working in their negotiations; (b) while 
those parties that attempted to use the PAST model were motivated to 
change, the traditional and familiar way of bargaining and communi
cating were difficult to resist and avoid; (c) based on the parties' joint 
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history, some parties found it difficult to believe the other side was 
sincere and did not have an ulterior motive in agreeing to use the 
model. 

Some parties' difficulties were related specifically to the · PAST 
model, for example: (a) for some, it was difficult to state an interest 
without including an option; (b) it was difficult for some parties to 
think of additional options once they offered their preferred option; 
(c) most parties had difficulty initially with standards. Once they 
worked through a few issues, they found standards were much easier. 
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APPEN DIX A 

The PAST Model of Win-Win Collective Bargaining 

Principles: 

1 .  Focus on issues not on personalities. 
2. Focus on interests and not on positions. 
3. Create options to satisfy mutual and separate interests. 
4. Evaluate options with objective standards-not power. 

Assumptions: 

1 .  Bargaining enhances the parties' relationship. 
2. Both parties can win in bargaining. 
3. Parties should help each other win. 
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4. Open and frank discussion expands the areas of mutual 
interests, and this in turn expands the options available. 

5. Mutually developed standards for evaluating options can move 
decision making away from reliance on power. 

Steps: 

1. Preparatory steps: 
A. Prepare for bargaining. 
B. Develop opening statements. 

2. Bargaining steps: 
A. Agree on a list of issues. 
B. Identify interests on one issue. 
C. Develop options on one issue. 
D. Create acceptable standards. 
E .  Test options with standards 

to achieve a solution or settlement. 

Techniques: 

1 .  Idea charting. 
2. Brainstorming. 
3. Consensus decision making. 

Definitions 

Issue: Topic or subject of negotiations. 
Position: One party's solution to an issue. 
Interest: One party's concern about an issue. 

I 
I 
0 s s 

Option: 
Standard: 

A solution that can satisfy an interest. 
Characteristic to compare and judge options. 



M ut u a l G a i ns B a rga i n i ng i n  
Acade m i a :  N egot i at i o ns at the 

U n i vers ity of C i nc i n nat i  

E. Enw ARD HERMAN 
University of Cincinnati 

In June of 1989, the AAUP, as the bargaining agent of the faculty, 
and the administration of the University of Cincinnati (U.C.) entered 
a new phase in their relationship. They concluded an agreement 
utilizing for the first time mutual gains bargaining (MGB) or the win/ 
win approach. In prior negotiations, which had their beginning in 
1975, the process was frequently accompanied by acrimony, negative 
publicity, and confrontations. There was even one strike. Because of 
MGB, the relationship improved dramatically during the last negotia
tions. 

MGB is a method of negotiations which assists the parties to arrive 
at solutions that identify and recognize the interests of both sides. The 
MGB model attempts to create value, expand the pie, and decide 
issues on their merits through a process of joint reasoning and problem 
solving. The concepts of MGB, or principled, interest-based, 
collaborative negotiations, are contained in Fisher and Brown (1988);  
Lax and Sebenius ( 1986) ;  Susskind and Cruikshank (1987) ;  Fisher and 
Ury (1981) .  For background and earlier references, see Walton and 
McKersie (1965); Sherif (1962) ; Slichter, Healy and Livernash (1960); 
Golden and Parker (1955) ; and Follett (1942) . 

After the U.C. administration and the AAUP reached an agreement 
employing MGB techniques, the author evaluated the process by 
conducting an extensive field survey. For this purpose, a questionnaire 
was developed consisting of open-ended and quantitative questions on 
a five-point scale. The questionnaire was administered during lengthy 
personal interviews. Most of the negotiators on both teams as well as 
some members of both second tables (ST) were interviewed. The 

Author's Address: Department of Economics, University of Cincinnati, 1207 Crosley 
Tower, Cincinnati, OH 45221-0371 .  
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administration ST consisted of the university president and some 
cabinet officers, deans, and advisors. The AA UP ST included its 
board of directors and the bargaining council. The survey was very 
successful; the respondents were open, cooperative, and provided im
portant information on many subjects. 

The major objectives of this paper are to examine the factors that 
facilitated the implementation of MGB, assess its strengths and its 
weaknesses, analyze its effect on the negotiation of different contract 
terms, examine the level of satisfaction of various stakeholders with 
the settlement, and evaluate the current status of MGB at U.C. and its 
future prospects. 

Factors Responsible for Positive Attitude of Respondents 
Towards M G B  

All of the negotiators and most members of S T  expressed a positive 
attitude towards MGB. Their attitude was affected by some of the 
following considerations. The respondents liked the sensitivity to each 
other's interests that the process generated. There was more tolerance 
and willingness to listen to opposing points of view. The process was 
educational-it provided an opportunity to better understand the 
interests and political perspectives of all parties. It also produced 
empathy fo:: the interests of the other team's negotiators. Negotiators 
were able to "treat issues as problems rather than as trophies." Both 
sides had "ownership" when settling contract terms. The process 
provided "a rational and civil method for negotiations ." The 
negotiators were able to work together and "discover overlaps of 
interests." This propelled them towards creative problem solving 
which was mutually productive and satisfying. They were able to 
invent without committing. At times, one could not tell on the basis of 
discussion "who represented which side." 

As negotiations progressed, more trust developed and negotiators 
of both teams began operating on the assumption that on most topics 
information would be shared. This helped the parties to effectively 
address complex problems. Some participants liked the process 
because it was "more honest, there was less need to make up stories" 
and then back off from them or struggle with tactical decisions 
regarding release of information. There was less rancor and less stress. 
The process helped decrease cenfrontations stemming from the "we 
versus them" approach. It was also instrumental in recruiting into the 
negotiation arena a number of new and capable individuals who 
would have refused to get involved in traditional zero sum distributive 
bargaining. 
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There were also some postnegotiation benefits resulting from 
MGB. After the settlement was reached, both sides made an effort to 
defuse problems in advance of any potential escalation.  

Factors that Facil itated the Utilization of the MGB Approach 

The question could be asked, "Why were the parties at U.C. willing 
to experiment with MGB?" First, because of frustrations and past 
confrontations, the parties had a strong incentive to support the 
process and wanted it to succeed. Second, the negotiation teams were 
very carefully selected by each side. An effort was made to recruit 
negotiators who could work well within the MGB framework. Third, 
joint training introduced the parties to the process and helped them 
understand its potential. One administrator stressed the importance of 
joint training by stating that "training the two sides together helped 
administrators to view faculty as colleagues rather than as adver
saries." Finally, process facilitation was another important ingredient 
of MGB. At U.C. the facilitator helped defuse friction, clarify misun
derstanding, and resolve impasses. The facilitator was a significant 
catalyst for moving the process toward a timely settlement. 

Weakness of the M G B  Process 

In this section the weaknesses of the process, as perceived by the 
respondents, are explored. Some respondents referred to it as 
extended foreplay-they felt that the parties were not addressing 
problems quickly enough. The process was too time consuming, 
discussions tended to drift into too many broad areas. There were no 
boundaries and there was a lack of discipline. Some felt that at the 

beginning they lived in a fool's paradise. 
MGB seems to heighten expectations that are difficult to satisfy. 

When teams disclose their interests, they anticipate concessions. 
Implicitly they assume that if the other side will understand their 
concerns, concessions will follow. When this does not take place, they 
feel disappointed and betrayed. 

There was an excessive effort made to be polite and not to 
antagonize the opposition. Some negotiators found it difficult to be 
nice all the time. The two teams became too cozy with each other. As 
a result, they were reluctant to ask tough questions that would have 
surfaced in traditional bargaining. The negotiators were hesitant to 
push each other too hard. This aspect was recognized by Walton and 
McKersie who state that " . . .  negotiators for the two parties have a 
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relationship with each other not shared or valued by their respective 
principals." The MGB process seems to strengthen such a relationship. 

Other weaknesses of MGB included too much focus on the process 
itself. There was a constant concern with doing the right thing. 
Participants had an inclination to get too involved with the process; the 
negotiators stn-lggled in trying to formulate and define statements of 
interest. At U.C. most negotiators on both sides were inexperienced 
and did not understand the process during the first few weeks of 
negotiations. 

In the last stages of negotiations the process has a tendency to 
gravitate towards positional bargaining, particularly when the parties 
begin to negotiate salaries. 

The Impact of M G B  on Negotiations of Specific Contract Terms 

One of the objectives of the survey was to determine the effects of 
the new process on negotiations of various contract terms. According 
to survey respondents, MGB assisted the parties to reach agreement on 
such contract terms as health insurance, fringe benefits, work rules, 
shared governance and mediation. According to most negotiators, one 
area in which MGB was not helpful relative to other agenda items, was 
salary (see Table I ) .  

The survey results suggest that MGB can assist the parties in 
negotiating both the noneconomic as well as some economic contract 
terms. The survey results indicate that the MGB intervention approach 
seems helpful in negotiating problem areas such as health coverage, in 
which both sides recognize the need for brainstorming and for finding 
mutually acceptable creative solutions to problems. 

One measure of effectiveness of the MGB process is the level of 
satisfaction with the settlement. Survey results indicate that on most 
subjects, except the agency shop, a significant majority of the AAUP 
respondents were satisfied or moderately satisfied with the terms of 
the agreement (see Table 2) . A similar positive view of outcomes 
prevailed among the administration negotiators with one dramatic 
exception-merit pay. A very large proportion of the administration 
team (85.7 percent) was not at all pleased with the absence of merit 
pay from the final agreement (see Table 2) . This is easy to understand; 
almost all administration negotiators strongly supported a merit 
increase, whereas many AA UP members did not endorse merit 
increases because of problems with the past merit allocation process. 
When the final agreement excluded merit, the administration team 
was distressed. It should be pointed out that most of the administration 
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TABLE 1 

Percentage Breakdown of Negotiators' Perceptions of the Effect 
of the MGB Approach on Negotiations 

Please rate the extent to which the mutual gains bargaining process facilitated the 
reaching of an agreement on each contract term listed in the left column: 

Std. 
Contract Terms 1 "  2" 3" 4"  5"  X. Dev. 

AAUP NEGOTIATORS: 
Salary 14.3 42.9 14.3 14.3 14.3 2.71 1 .38 
Health Insurance 28.6 42.9 28.6 3.71 1.25 
Frin�e Benefits 14.3 85.7 3.71 0.76 
Wor Rules 14.3 85.7 3.86 0.38 
Shared Governance 57.1 42.9 4.43 0.53 
Mediation 42.9 42.9 14.3 3.29 1.25 

ADM1NISTRA TION NEGOTIATORS: 
Salary 4L9 14.3 14.3 28.6 2.29 1 .38 
Health Insurance 14.3 14.3 71.4 4.57 0.79 
Frin�e Benefits 14.3 14.3 42.9 28.6 3.71 1 .38 
Wor Rules 14.3 71.4 14.3 4.00 0.58 
Shared Governance 14.3 57.1 28.6 4.14 0.69 
Mediation 20.0 60.0 20.0 3.60 1.52 

• All responses on each contract term are equal to approximately 1002:. Responses 
are rated on the following 5-point scale: 

1 = Not at all facilitated 4 = Facilitated 
2 = Somewhat facilitated 5 = Greatly facilitated 
3 = Moderately facilitated 

team did not participate directly in the final stages of bargaining and 
this probably contributed to their dissatisfaction. 

The /Future of MGIB at liJ.C.  

The MGB model survived a variety of tests since the conclusion of 
the last contract. As a result of the process, the level of informal 
consultations between the two sides increased significantly. Better 
channels of communication as well as improved relationships between 
individual deans and the AAUP leadership helped defuse problems 
during the last two-and-a-half years. 

Because of a major budgetary crisis, there are currently some very 
hard realities confronting the university. According to the administra
tion, the 1991-92 budget showed an $1 1 . 1  million deficit before 
corrective action. For 1992-93 the deficit is expected to increase to 
$21 .7 million. 

The university president decided to address the budgetary 
problems by recommending to his provosts a "budget restraint" that 
would include cancellation of leaves, and a freeze of open positions, 
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TABLE 2 

Percentaf:e Breakdown of Negotiators' Responses on the Level of 
Satis action with the Settlement Achieved on Each Topic 

Please rate the level of satisfaction with the settlement achieved on each contract topic 
listed in the left column: 

Std. 
Topic 1 0  20 30 40 50 x Dev. 

AAUP NEGOTIATORS: 
Salary 14.3 42.9 42.9 3.29 0.76 
Merit Pay 14.3 14.3 42.9 28.6 3.57 1 .51 
Health Insurance 28.6 42.9 28.6 3.00 0.82 
Frin�e Benefits 14.3 42.9 28.6 14.3 3.43 0.98 
Wor Rules 14.3 28.6 42.9 14.3 3.57 0.98 
Agend Shop 33.3 16.7 33.3 16.7 2.33 1 .21 
Share Governance 28.6 14.3 57.1 4.29 0.95 
Mediation 28.6 28.6 42.9 4.14 0.90 

ADMINISTRATION NEGOTIATORS: 
Salary 14.3 14.3 42.9 14.3 14.3 3.00 1 .29 
Merit Pay 85.7 14.3 1.57 1 .51 
Health Insurance 14.3 42.9 42.9 4.29 0.76 
Frin�e Benefits 14.3 42.9 42.9 4.29 0.76 
Wor Rules 14.3 14.3 57.1 14.3 3.71 0.95 
Agend Shop 42.9 57.1 4.57 0.53 
Share Governance 28.6 57.1 14.3 3.57 1 .13 
Mediation 14.3 14.3 42.9 28.6 3.86 1.07 

0 All responses on each contract topic are equal to approximately 100$. Responses 
are rated on the following 5-point scale: 

1 = Not at all satisfied 4 = Satisfied 
2 = Somewhat satisfied 5 = Very satisfied 
3 = Moderately satisfied 

and may result in nonreappointments of nontenured faculty. The 
faculty response to these actions was to convene a special meeting of 
the all-university faculty at which a vote of no-confidence in the 
president was taken. Of the 1,005 faculty members who cast ballots, 70 
percent expressed no confidence in the president and his administra
tion in their handling of the budget. In view of these negative 
developments, the question has to be asked, "What is the future of 
MGB during the forthcoming negotiations and where do we go from 
here?" 

There are many problems at U.C. that could undermine MGB. 
These are lack of trust of the faculty in the administration; the recent 
no-confidence vote in the president; new chief negotiators and novice 
negotiators assigned to both teams; opposition to MGB from some 
administrators, as well as from some members of the AA UP; a major 
budgetary crisis which will make negotiations over salaries very 



192 IRRA 44TH ANNUAL PROCEEDINGS 

difficult; and the insistence of the AA UP on its right to issue 
antiadministration news releases during negotiations. Despite all these 
potential problems, both the AAUP and the administration still 
subscribe to the concepts contained in the MGB model. Recently, 
there was a meeting between the AA UP and the administration during 
which ground rules for the forthcoming negotiations were developed. 
The rules resemble those applied in the 1989 negotiations. The parties 
agreed "to separate invention from commitment and creation from 
analysis." Furthermore, for each interest the teams consented to create 
at least two options. The two sides also agreed to conduct joint MGB 
negotiation training of the teams and of their second tables. 

One of the major stumbling blocks in developing ground rules was 
the issue of publicity. The parties agreed that, "press releases will be 
jointly issued as needed and agreed to by the teams . . . .  Each team 
will have one official spokesperson." In view of recent developments, 
the AA UP also insisted on the freedom of the press, which may 
translate into negative publicity against the administration. The 
administration reluctantly agreed to the AA UP demand with the 
caveat that they should also be able to publish anti-AAUP statements. 
They also agreed that any AAUP news releases will be published 
independently of the team. Furthermore, the two chief negotiators 
will have a regular column in the employees' newspaper in which they 
will provide progress reports on negotiations. In developing these 
procedures, both sides recognized the new political realities and the 
constituency problems that necessitate this particular approach. The 
AAUP needs the freedom of the press in order to respond "to the 
behavioral expectations" of its members. For further material on the 
concepts of behavioral expectations and intraorganizational bargain
ing, see Walton and McKersie (1965). 

It is too early to tell whether the teams can be insulated from the 
dynamics of negative publicity and whether MGB can survive and 
coexist with negative news releases during negotiations. How open 
will the teams be in inventing options and disclosing information if 
some of it may find its way into a news release? The current 
developments at U.C. present a major challenge and a test of the MGB 
model. 

TherP are many serious obstacles confronting the 1992 negotiations 
at U .C. t is uncertain at this point in time whether the MGB process 
can survive the new challenges primarily because of constituency 
problems. Heckscher and Hall (1992) state that "The Labor World . . .  
is constrained by factors beyond the reach of the actors at the table." 
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This statement is very applicable to the current situation at our uni
versity. 

After the no-confidence vote in the president, I assumed that MGB 
had entered a hospice, but miracles happen. There was a major 
recovery; whether we are in a remission stage or on a course of true 
recovery only time will tell. 

Conclusions 

The survey provided important information about the U.C. 
experience with MGB. Some of the results were discussed in this 
paper; others will be explored in future papers and articles. The 
following points must be considered in any discussion of MGB: the 
strengths as well as the weaknesses of the process, the constituency 
problem, the importance of positive attitudes, team selection, the issue 
of trust, and the significance of training. It is important to recognize 
that MGB is more effective in the negotiation of some terms of the 
contract than of others. Furthermore, the process is vulnerable during 
a financial crisis. MGB is not only a technique for negotiating 
contracts, but a process that cannot be neglected during contract 
administration. It is a sensitive plant that needs continuous care, 
weeding, and watering-without such attention it will perish. Such 
care may necessitate some work on the whole organizational system as 
well as on the relationship between the parties. It may also require 
continuous consultations, joint decision making, educating the 
university community about MGB and training and retraining 
workshops for all interested parties. With sufficient effort, MGB could 
become part of the U .C. labor relations culture. To achieve this 
objective, many obstacles will have to be overcome; one of the major 
ones is the problem of restoring trust between the parties. 
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DISCUSSION 

RoBERT B. McKERSIE 
Massachusetts Institute of Technology 

As a result of the papers by Barrett, Friedman, and Herman, we 
can focus on the elements of what has come to be called mutual gains 
bargaining (MGB) . Fischer, Ury, Susskind, and the other luminaries 
associated with the Program on Negotiations, have formulated both 
the concepts and guidelines for more effective negotiations. They 
have taken the concept of integrative bargaining and operationalized 
it in a very imaginative fashion. The emphasis on interests, the 
avoidance of position bargaining, the inventing of new options, the 
separation of the problem from the person, and the identification of 
standards for evaluating results-all of these elements have been 
tested and found effective in a variety of settings. 

labor Management Negotiations 

The papers just presented describe and analyze efforts to apply 
mutual gains bargaining to labor negotiations. What is needed before 
digging into the details of these particular stories is a "theory of the 
case." In other words, why worry about improving the process of 
labor management negotiations? Specifically, why is this treatment 
needed? Why can't the parties treat themselves? Are there aspects of 
the current industrial relations system that mutual gains bargaining 
could fruitfully engage? Let us look for a minute at the larger scene of 
collective bargaining. 

In the past, calls have gone out for reexamining the process of labor 
negotiations when the country has experienced an upsurge in strike 
activity, or when the settlements appear to be out of line with national 
economic policies. Neither of these symptoms are present today. 

Another possibility calling for some new medicine for the "patient" 
would be the inability of the parties to grapple with key agenda items 

Author's Address: M assachusetts Institute of Technology, Sloan School of 
Management, 50 Memorial Dr., E52-475, Cambridge, MA 02139. 
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and/or to adapt to new environments. From this perspective, there are 
major difficulties with the current system. To cite several obvious 
examples: 

l. The costs of health care continue to be a problem that the 
parties have not been able to adequately address. Indeed, it appears 
that our leading IR professions have thrown up their hands and are 
prepared to toss the problem in the lap of government. This certainly 
is an indictment on the ability of negotiations as it is currently 
practiced to break new ground in this important subject area. 

2. After several decades of evidence that new work systems and 
more flexible arrangements for the deployment of labor are desirable, 
given competitive pressures and the need to enhance long-run 
employment viability in many industries, the transformation process 
continues to move along at a very slow pace. From this perspective 
mutual gains bargaining could play a very positive role in fostering a 
much more vigorous adaptation process. 

Why the Parties Need Help 

It is easier to establish the premise that our IR system has been 
experiencing a sea change than the companion premise that the parties 
cannot make the necessary transition with their own talents and 
reforms. 

The best answer that I can give is the following: traditional 
industrial relations resists pressures for change and the parties might 
make the changeover on their own but help from the outside can 
accelerate this process. 

This brings us to the Level 2 analysis of Heckscher and Hall and 
their persuasive point that training the parties in new concepts and 
procedures for Level 1 negotiations will be fruitless without 
fundamental changes in the structure of labor management relations. 

The question before us, then, is whether MGB, which focuses (at 
least initially) on Level 1, can serve as a powerful intervention along 
the way toward fundamental change at Level 2. I believe the answer 
is affirmative. Let me outline several reasons. 

l. MGB is a "new game in town" and, as such, piques the curiosity 
of lead negotiators. In approaching the parties at Northrop and the 
UA W (a relationship that did not, on the surface, look like it was in 
trouble) ,  we were able to interest the parties in a training program and 
the utilization of these concepts in the follow-on negotiations because 
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they were convinced that there were some new ideas inherent in the 
approach and that they would not be any worse off for the experience. 

2. Given some key dimensions of the new industrial relations, 
including many parties, continuous negotiations, expanded agenda, 
and decentralized forums, negotiations as a process has become 
central to all aspects of collective bargaining and not something that is 
just practiced at three-year intervals when the formal contract is under 
consideration. 1  As will be discussed in a minute, the incorporation of 
more effective negotiation concepts, procedures, and skills would go 
a long way toward enabling the parties to cope with the new 
environment and the many pressures that are present in today's 
industrial relations. 

I l lustrations from the Cases 

The nature of the new industrial relations is amply illustrated from 
the cases at hand. For example, in the negotiations between the 
Clerical Union and Harvard University, over 50 individuals serve on 
the union's negotiating committee; at the University of Cincinnati, 
large numbers of teachers participate through forums such as the 
senate and other meetings that would be, in New England, called 
"town meetings." In the work by Tooredman, all school trustees 
participate in negotiations. In many of the cases, new committees to 
deal with budget matters have been created that operate on a 
continuing basis. 

level 2 Changes Still Needed 

While we have seen considerable movement toward the expansion 
of agendas and continuous negotiations involving all parties of interest, 
the cases also illustrate how negotiations as a generic process has been 
impeded by traditional arrangements. For example: 

1. In the case of Flint, Michigan, the conduct of negotiations on a 
union-by-union basis has meant that decisions are being made in a 
suboptimum fashion. Clearly, the solution is to create a multiunion 
council that brings all of the relevant parties into the same room at the 
same time. 

2. In both the Michigan Bell and Northrop cases, the rank and file 
remained at a distance from the bargaining process, and consequently 
they expected their representatives to behave in a traditional fashion, 
specifically, adversarial collective bargaining. This last-mentioned 
characteristic of the old order is especially resistant to change. Indeed, 
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most union leaders are not excited about approaches that start to 
involve the rank-and-file members in negotiations via subcommittees, 
sensing sessions, and other forums for enhancing involvement. 

The Crisis Facing the Representative Form of Unionism 

Combining the point about a new environment with the essence of 
MGB suggests that new forms of unionism will need to emerge. If I 
had time I think I could show you mathematically why a representa
tive or agent form of negotiations is at variance with the tenets of 
MGB. Briefly, the theory of MGB is that all parties of interest should 
be present and all interests should be brought out in the open. What 
happens in the representative form of negotiations, as we know it, is 
that many items of interest are winnowed from the agenda early on, 
and since the chief negotiator operates at a distance (i.e., behavior 
cannot be directly observed), there is an incentive for the negotiator to 
shape the agenda with items that can be obtained from the other side 
(even though the statement may be made that these particular items 
will be difficult to obtain in order to build up the perceived value of 
success) .  In other words, the bargaining that takes place between the 
chief negotiator and his constituents can ensure that the negotiator will 
be reelected to office and that the constituents feel satisfied, but in any 
objective sense, this form of bargaining does not move the parties to 
the pareto frontier. This can only be done by full involvement of the 
constituents in a much more open process following the ground rules 
of MGB. 

Tlhe Current Gap Between tlhe Demand and Supply for MGIB 

The requirement or  the demand for MGB i s  escalating rapidly. I t  is 
a dynamic that creates its own momentum. This point can be 
illustrated by the experience of the University of Cincinnati (UC) 
where, as a result of MGB, the faculty union came much more into a 
joint process with school administration on matters of budget, or at 
least the expectation for this involvement was created. Consequently, 
when the president unilaterally issued a letter freezing leaves and 
instituting other measures (viewed as draconian) , he received a vote of 
no confidence from the faculty. If the president had gone to the joint 
budget committee and stated the interests of the university and had 
engaged in a dialogue, the crisis that unfolded this fall at UC probably 
would not have occurred. 

The point that I am making is that skilled negotiators have found it 
difficult enough to execute traditional negotiations that are time bound, 
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that are limited to key individuals, and that work with narrow 
agendas. While we specify the dimensions of the new configuration, 
such as multiple unions at Flint, the joint budget committee at the Uni
versity of Cincinnati, and the ideal problem-solving process applied to 
important agenda items such as health care costs, the need for new 
concepts and skills is even more critical. 

The requirement for professionals to operate in these new complex 
environments calls for conference/ collaboration concepts and skills of 
a high order. The question is not as much whether MGB works, but 
how we can experiment and evolve powerful methodologies like MGB 
that will enable us as researchers and educators to supply the 
knowledge and the applications that are very much required by 
today's context. 

Endnote 

1 This perspective on negotiations will be elaborated in a study by Walton, Cutcher
Gershenfeld, and McKersie ( forthcoming). 



IX. P E R S PE CT�VE O N  TH E R � S I N G  

I N EQUALITY O F  WAG E S  I N  TH E U . S .  

Acco u nt i ng for the Rece nt 
D ivergence i n  R eg i ona l 

Wage D i ffere nt i a l s  

RANDALL w. EBERTS 
Federal Reserve Bank of Cleveland 

Convergence of regional income differentials is commonly 
perceived as the natural result of the gradual development and 
maturation of regional economies. Improved transportation and 
communication, enhanced mobility of capital and labor, and the shift 
away from resource-based activities could lead regions and their 
incomes to look more and more alike. Indeed, since the 1880s the 
general trend has been toward convergence of regional per capita 
income in the United States. 

Recently this trend appears to be reversing. Browne ( 1989) shows 
that since around 1980, regional differences in per capita personal 
income have been on the rise. Regional per capita incomes have 
diverged over an extended period of time only once before this recent 
episode-between 1920 and 1940. Easterlin ( 1958) concluded from 
that 20-year reversal in the longer-run trend that " . . .  it is by no means 
certain that convergence of regional income levels is an inevitable 
outcome of the process of development. For while migration and 
trade do appear to exert significant pressure towards convergence, 
they operate within such a rapidly changing environment that 
dynamic factors may possibly offset their influence" (p. 325) . 

Author's Address: Federal Reserve Bank of Cleveland, P.O. Box 6387, Cleveland, OH 
44101. 
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Moreover, Dickie and Gerking ( 1988) contend that differences in 
regional resource endowments, production technologies, markets, and 
fiscal structures can lead to increases in regional wage dispersion. 

The post-1980 spread of regional earnings coincided with increas
ing wage dispersion across different groups of workers, as docu
mented by Juhn, Murphy, and Pierce (forthcoming), among others. 
Levy and Murnane (forthcoming) , in a survey of the expanding liter
ature on the recent wage divergence, point to the shortage of high
skilled workers as a leading explanation of the widening wage gap. At 
the regional level Karoly and Klerman (1991) find that wage inequal
ity differs among regions. 

The purpose of this paper is to examine whether the wage structure 
that caused a particular region to converge toward the national 
average before' 1980 can also account for the divergence in wages in 
that same region after 1980. Two sources of regional wage differentials 
are examined: (1) regional differences in the return on various worker 
attributes and in the wage differentials among industries and 
occupations, and (2) regional differences in the levels of worker 
attributes and in the distributions of workers among industries and 
occupations. 

Accounting for Regional Wage Differentials 

The technique used to account for the two sources of wage 
differentials follows the approach of Oaxaca ( 1973) with modifica
tions made by Sahling and Smith (1983) . Using y for the logarithm of 
wages, which are a function of worker and industry characteristics 
(Xit) and the price of each characteristic (bit) , the log difference of the 
wage in region S and the national average wage (N) at a particular 
time can be written as: 

(1 )  (yst - YNt) = (bst - bNt)XNt + (Xst- XNt)bNt, t = 1, . . .  ,T. 

The first term on the right-hand side accounts for the difference 
in characteristic prices between a region and the national average. 
The second term denotes the difference in levels of worker and in
dustry characteristics between the two regions. A residual term, 
(bst - bNt) (Xst - XNt ) ,  is omitted for simplicity. 

Two approaches are used to address the issue of wage convergence 
and divergence. First, the variance of the total difference between a 
region's wage and the national average wage (left-hand side of 
equation [1 ] )  can be tracked over time. In addition, the relative 
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contribution of each right-hand side component of equation (1 )  can be 
examined by following the variance of each component over time. 
Second, the difference between the regional wage and national 
average wage can be displayed in order to determine which of the 
nine census regions follows the convergence/ divergence pattern and 
to determine which component contributes more to this pattern for 
each region. 

Empirical Results 

Data 

The data used to estimate the wage differentials are obtained for 
various years from the Current Population Surveys (CPS) compiled by 
the U.S .  Department of Labor, Bureau of Labor Statistics. Following 
the human capital specification of Hanoch (1967) and Mincer ( 1974), 
individual wages (expressed in logarithms) are specified as a function 
of various workers attributes, including education level (entered as a 
quadratic) ,  potential experience (age, minus years of education, minus 
six, also entered as a quadratic) ,  and the interaction between 
experience and female. Dummy variables indicating race, gender, full
time work status, occupation, industry, and Standard Metropolitan 
Statistical Area resident are also included. Hourly earnings were 
computed by dividing average weekly earnings by average weekly 
hours. 

Comparing changes in regional wages relative to the national 
average partially adjusts for overall nominal wage increases over time. 
However, any deviations of regional price trends from the national 
average will be imbedded in the various components, particularly in 
those related to differences in characteristic prices. Instead of relying 
on the national trends to capture regional price differentials, it would 
be ideal to adjust regional wages for differences in the cost of living. 
Unfortunately, regional indexes are available only for metropolitan 
areas and, even then, there are no indexes that can be used to compare 
cost-of-living differences across metropolitan areas. 

Patterns of Regional Wage Differentials 

Variances of regional wages (relative to the national average wage), 
computed each year from 1973 throgh 1990, reveal a convergence of 
regional wages to the national average until 1980 followed by a diver
gence of regional wages. To summarize these trends, percentage 
changes in variances over two periods are displayed in Table 1 .  
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Cross-region wage variances fell 33.1 percent from 1973 through 1980, 
and then increased 142.2 percent from 1980 through 1990. 

TABLE I 

Percentage Change in Variances of Regional Wages Relative to the National Average 

Wage Difference 

Total 

Prices 

Mean 

1973-1980 

-33.1 

-9.8 

11 .0 

Characteristic Categories (total wage difference) 

Occupation -100.4 

Worker attributes 

Industry 

-43.7 

-55.7 

Time Period 

Source: Current Population Survey and author's calculations. 

1980-1990 

142.2 

200.2 

-63.3 

1718.5 

-4.7 

20.9 

The change in variances of regional wages over time results from 
the relative wage gains and losses across the nine regions. Examining 
the regional-national wage difference for each region reveals that 
wages for six of the nine census regions converged and then diverged 
for the three representative sets of years displayed in Table 2. For 
example, as shown in the last column of Table 2, wages in the Middle 
Atlantic region averaged 9.04 percent above the national average in 
1973-75. By 1979-81 the difference had narrowed to 3.27 percent above 
the national average, but by 1985-87 the spread had increased to 7.58 
percent. As evident from Table 2, most regions that exhibited the 
convergence-divergence pattern started below the national average in 
1973-75. Two regions, West North Cent.-al and Mountain, lost ground 
during the 15-year period. Although converging toward the national 
average before 1980, these two regions were further below the 
national average in 1985-87 than in 1973-75. 

Components of Regional Wage Differentials 

The question of which of the two components in equation ( 1 )  
contributes more to  the switch from convergence to  divergence can be  
addressed by computing the variances of  the components and by 
examining the relative magnitudes of the components for each region. 
Table 1 displays t�e percentage change in the variances of the two 
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TABLE 2 

Components of Regional Wages Relative to the National Average 

( 1 )  (2) (3) 
Actual 

Census Wage 
Region Year (bR - bN)XN (XR - XN)bN Difference 

New England 1973-75 - .0064 -.0096" -.9208 
1979-81 -.0469" -.0123 -.0592 
1985-87 .0198" .0138 .0305 

Middle 1973-75 .0547" .0429 .0904 
Atlantic 1979-81 -.0005 -.0363" .0327 

1985-87 .0221 .0504" .0758 

East North 1973-75 .0453 .0064 " .0490 
Central 1979-81 .0117 .0133" .0337 

1985-87 -.0010" .0007 .0025 

West North 1973-75 -.0289 -.0461 "  -.0861 
Central 1979-81 -.0137 -.0483" -.0699 

1985-87 -.0447 -.0605" -.1089 

South 1973-75 -.0332° -.0303 -.0622 
Atlantic 1979-81 -.0459" -.0027 -.0448 

1985-87 -.0396" -.0076 -.0463 
East South 1973-75 -.0861" -.0695 -. 1589 

Central 1979-81 -.0714" -.0264 -.1011  
1985-87 -.1047" -.0544 -.1524 

West South 1973-75 -.0915" -.0176 -.1078 
Central 1979-81 -.0496" -.0006 -.0502 

1985-87 -.0471" -.0020 -.0524 

Mountain 1973-75 -.0316" -.0021 -.0270 
1979-81 .0101 -.0220° .0106 
1985-87 -.0158 -.0446° -.0436 

Pacific 1973-75 .0782" .0495 .1063 
1979-81 .1280" .0256 . 1326 
1985-87 .1253" .0333 . 1427 

Note: Column 1 is the effect of differences in characteristic price between the region 
and the nation; column 2 is the effect of differences in characteristic levels between the 
region and the nation. Columns 1 and 2 do not add up to column 3 because of a residual 
component not shown in the table. Asterisks denote the dominant component for each 
time period and region. 

Source: Author's calculations. 

wage components. Variances of differences in characteristic prices 
follow the same pattern as variances of total regional wage 
differences, whereas variances of differences in characteristic levels 
display an opposite pattern. Furthermore, when the variables used to 
estimate wages were divided into three groups-occupation 
distribution, worker characteristics, and industry composition-the 
convergence-divergence pattern appeared to be strongest for the 
occupation variables, as shown in Table 1. 
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Cross-sectional estimates of the two components, shown in Table 
2, are consistent with the results using variances but are not as strong. 
For the six regions that followed the convergence-divergence pattern, 
changes in characi.eristic prices dominated the regional-national wage 
differential for three regions for all three periods, changes in 
characteristic levels dominated one region, and the effects were split 
for the remaining two regions. 

Conclusion 

After converging for most of the century, nominal regional wages 
have diverged since 1980. This paper attempts to identify the source of 
this directional shift as either a change in the market prices for worker 
attributes or a change in the levels of worker attributes. Results using 
individual worker wages and characteristics from the CPS show that 
differences in characteristic prices are largely responsible for the 
recent divergence in regional wages relative to the national average. 
Furthermore, much of the change is found in the occupation 
coefficients. 
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Wage I neq u a l i ty a nd Fa m i ly 
La bor S u pp ly 
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Between 1970 and 1989 there was an enormous increase in wage 
inequality among men in the U.S .  labor market. While real wages for 
men in the top quintile rose by about ten percent, real wages for men 
in the bottom quintile declined by about 25 to 30 percent. Weeks 
worked per year also declined dramatically for men in the bottom 
quintile generating an ever larger decline in real annual earnings for 
these men. Over this same time period, time worked and annual 
earnings of married women increased dramatically. In this paper we 
ask to what extent these changes in female labor supply are linked to 
the labor market outcomes of husbands. Are women working more 
today because their husbands are earning less? 

We use data from the 1968-1990 March Current Population Survey 
(CPS) and examine how changes in annual hours worked, hourly 
wages, and annual earnings of wives are related to the husband's wage. 
While hours worked increased for all married women, we find that the 
increases in earnings and time worked have been most dramatic for 
the wives of middle and high wage men and not for the wives of low 
wage men who have experienced the largest declines in earnings . The 
large hours increase among those wives whose husbands have done 
well in the labor market suggests that factors more directly related to 
the characteristics of these women have played the major role in 
raising female participation. For example, since wives of high wage 
men tend to be highly educated women, the increase in labor supply 
we observe among these women at least to some extent reflects the 
changing behavior among highly educated married women in general. 

One of the most striking trends in the U.S. labor market in the last 
two decades has been the enormous rise in wage inequality among 

Juhn's Address: Department of Eeonomics, University of Houston, Houston, TX 
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men. Researchers have documented this increase along a variety of 
dimensions . 1  Figure 1 illustrates what is now a familiar story. Using 
CPS March data the figure shows the change in real hourly wages of 
men at the bottom, the middle and the top quintile of the hourly wage 
distribution from 1967 to 1989. The figure shows that while real wages 
of men in the top quintile have increased 20 to 25 percent since 1967, 
wages of men in the bottom quintile have declined about 15 percent 
since 1967, and as much as 30 percent since 1970.2 

FIGURE 1 

Hourly Wages of Men by Wage Percentile (1967 = 100) 
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A less well known but equally dramatic development has been 
declining employment of men in the lower wage categories. As Figure 
2 shows, while the employment rate (measured as employed weeks 
divided by total weeks per year) of the top quintile remained 
essentially unchanged from 1967 to 1989, employment of the bottom 
quintile declined as much as 16 percentage points. Since these men in 
the bottom wage categories abo suffered the largest wage declines, 
this translates into enormous losses in annual earnings for these low 
wage men.3 

While male employment rates have declined, employment of 
married women increased enormously over this period. In our sample 
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FIGURE 2 

Employment of Men by Wage Percentile 
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of married women, hours worked rose from 693 hours per year in 1967 
to 1270 hours per year in 1989, an increase of about 83 percent. In 1967, 
these women were employed 37 percent of the weeks in a year. By 
1989, they were employed over 66 percent of the year. Can any of this 
increase be attributed to the decline in employment and earnings of 
husbands? Figures 3-6 and Table 1 explore this question by 
documenting changes in wife's annual hours, hourly wage, and annual 
earnings by husband's wage decile. Since we are primarily interested 
in the effect of husbands' earnings on hours and earnings of married 
women, we focus our attention exclusively on a sample of matched 
husband-wife pairs from the CPS. We also concentrate on a relatively 
young sample by only including couples where the husband has 
between one and 30 years of potential labor market experience.� 
Under the presumption that an increase in husband's earnings reduces 
hours worked by the wife, we would expect the largest increase in 
hours to occur among wives of low wage men since these are the men 
who have suffered the largest earnings losses. 

As Figure 3 shows, this is not in fact what we observed in the data. 
Figure 3 presents average annual hours worked by wives of men in the 
indicated wage decile for 1967-69 and 1987-89. Column (1)  of Table 1 
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FIGURE 3 

Wife's Annual Hours Worked by Husband's Wage Decile 
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presents the corresponding numbers. Figure 3 shows that hours 
worked increased among all married women but, in fact, increased the 
most for wives of men in the middle and the top wage deciles. This 
non-neutral increase has led to a dramatic change in the distribution of 
wife's time worked by husband's wage. In 1967-1969 (darkly shaded 
bars) there was a clear negative relationship between the husband's 
wage and wife's annual hours. That is, the higher the husband's wage, 
the less the wife worked. However, by 1987-1989 (shown with lightly 
shaded bars) this relationship had changed with wives in the middle of 
the distribution working the most. By far the largest increases in hours 
worked have occurred among wives of middle and high wage men. As 
shown in column (1)  of Table 1, wives of men in the bottom wage 
quintile increased their labor supply by 316 hours from 1967-1969 to 
1987-1989. Annual hours worked in the middle and top quintiles 
increased twice as much, by 635 and 634 hours respectively. 

Figure 4 shows the distribution of wife's hourly wage by husband's 
wage decile again for 1967-1969 and 1987-1989. Hourly wage of the 
wife is the average wage of all working wives married to men in the 
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TABLE 1 

Hours Worked, Wages, and Earnings of Married Women 
by Husband's Wage Percentile 

Annual Hourly Annual 
Year Hours Wage ($) Earnings 

Wage Percentile (1)  (2) (3) 

1-20: 1967-69 850 4.36 3,703 
1977-79 983 5.02 4,935 
1987-89 1,165 5.20 6,056 

Change 316 
� Change 19.3 63.5 

41-60: 1967-69 740 5.58 4,133 
1977-79 1,032 6.12 6,311 
1987-89 1,375 6.80 9,349 

Change 635 
� Change 21.8 126.2 

81-100: 1967-69 496 6.66 3,304 
1977-79 808 7.37 5,956 
1987-89 1,130 9.29 10,503 

Change 634 
� Change 39.5 217.9 

1-100: 1967-69 704 5.48 3,859 
1977-79 958 6.15 5,886 
1987-89 1,259 7.07 8,904 

Change 555 
� Change 29.0 130.7 

Annual 
Earnings 

(Fixed Wage) 
(4) 

3,703 
4,285 
5,078 

37.2 

4,133 
5,762 
7,677 

85.8 

3,304 
5,382 
7,527 

127.9 

3,859 
5,253 
6,903 

78.9 

Source: March Current Population Surveys 1968-1990. The sample includes all 
matched husband-wife pairs (or cohabitants) where the husband had 1�'30 years of 
potential labor market experience, where neither spouse lived in roup quarters, where 
neither spouse was in school or the military during the survey wee or worked only part 
of the previous year due to school or military service. 

Note: "Hourly Wage" of the wife is the average wage of all working wives in the 
indicated wage percentile of the husband. The average was calculated as the sum of 
total annual earnings of all wives in the category divided by total annual hours worked 
by wives in the category. 

Earnings are deflated using the personal consumption expenditure deflator. 

Column (4) reports annual earnings of the wife holding fixed the hourly wage at its 
1967-1969 value. 

indicated wage decile. The average was calculated as the sum of total 
annual earnings of all wives in the category divided by total annual 
hours worked by wives in the category. Unlike hours worked in Figure 
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FIGURE 4 

Wife's Hourly Wage by Husband's Wage Decile 
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3 where there was a clearly negative relationship with respect to the 
husband's wage in the beginning period, wages of spouses appear to 
have been always positively related. That is, even in 1967-1969 high 
wage men tended to be married to high wage women. As shown in 
column (2) of Table 1, wives of men in the bottom quintile earned 
$4.36 per hour in 1967-1969 while wives of men in the top quintile 
earned $6.66 per hour. Since that period, however, the relationship 
between the husband and the wife's wage has become increasingly 
more positive as the wives of men in the top quintile gained approxi
mately 40 percent in real wages from 1967-1969 to 1987-1989 while 
wives of the lowest quintile men gained about 19 percent. While it is 
possible that the underlying sorting pattern has changed so that men 
and women are now more positively sorted than before, it is more 
li�ely that these differential wage gains reflect a more general pattern 
of high skilled women gaining on less skilled women. For example, if 
we take the same sample of women and compare across education 
categories rather than the husband's wage, we find that wages of 
college-educated women rose from an average of $8.25 in 1967-1969 to 
$9.86 in 1987-1989 (a gain of almost 20 percent), while wages of high 
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school dropout women rose approximately eight percent and wages of 
high school graduate women rose about ten percent. 

If the differential wage gains between wives of high wage and low 
wage men are indeed due to skill differences between the wives, this 
suggests that at least a portion of the differential increase in labor 
supply may be explained by a change in market opportunities favoring 
more skilled women. 

Incorporating the changes in both wages and hours worked, Figure 
5 and column (3) of Table 1 describe the change in annual earnings by 
husband's wage decile. As Figure 5 shows, the wife's annual earnings 
was almost neutral across the husband's wage decile in 1967-1969. 
While wives of high wage men worked less hours, they were paid 
more per hour. In contrast, by 1987-1989 there is a clearly positive 
relationship between husband's wage and wife's earnings. Once again, 
the largest increases in earnings have occurred for wives of men in the 
top deciles. As shown in column (3) of Table 1, annual earnings of 
wives in the bottom quintile rose by $2353, an increase of about 64 
percent. Annual earnings of wives in the top quintile rose by $7199, an 
increase well over 200 percent. By the end of our data, wives of high 

FIGURE 5 

Wife's Annual Earnings by Husband's Wage Decile 
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wage men worked almost as many hours, but earned significantly 
more per hour, than wives of low wage men. 

What percent of the increase in a wife's annual earnings was due to 
hours and what percent due to wages? The final column of Table 1 
reports annual earnings of wives holding their wages fixed at the 1967-
1969 value. Thus the column summarizes how much annual earnings of 
the wife increased due to increase in hours worked alone. For wives of 
men in the bottom quintile, increase in hours worked alone increased 
their earnings by $1375, accounting for approximately 58 percent of 
the total increase in annual earnings. For the middle quintile, increase 
in hours accounted for 68 percent and for the top quintile, 58 percent 
of the increase in annual earnings. Thus, it appears that both the 
increase in hours worked and the increase in the hourly wage 
contributed significantly to the rise in annual earnings of married 
women with the increase in hours playing a slightly larger role 
particularly for women in the middle. 

Finally, Figure 6 illustrates the change in family earnings due to 
changes in the earnings of each spouse. Again we use as a point of 
reference the wage decile of the husband and report average family 
earnings (sum of husband's and wife's earnings) in each category. The 
medium and darkly shaded bars represent actual family earnings in 
1967-1969 and 1987-1989 respectively. The lightly shaded bars show 
what family earnings in 1987-1989 would be if we held the earnings of 
the wife constant at their 1967 -1969 level. Thus the difference between 
the first two bars illustrates the changes in family earnings due to the 
changes in the earnings of the husband. The difference between the 
middle and the third bar illustrates how the earnings of the wife have 
reinforced (or offset) the earnings gains (or losses) of the husband. In 
the bottom wage deciles, the earnings of the wife has just about offset 
the earnings loss of the husband. In the middle deciles, family earnings 
increased solely due to the increase in earnings of the wife. In the very 
top decile, husbands and wives contributed about equally to the 
increase in family earnings. 

It is somewhat difficult to summarize the contribution of women to 
family earnings inequality. On the one hand, the increase in earnings of 
women married to low wage men tended to offset the inequality 
generated by their husbands. On the other hand, the much larger 
earnings increase among wives of high wage men tended to reinforce 
the earnings inequality generated by the increase in the earnings of 
these men. Changes in the earnings of husbands and wives in the 
bottom percentiles appear to be consistent with the hypothesis that 
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FIGURE 6 

Change in Family Earnings Due to Husband's and Wife's Earnings 

65000 --
55000 -
45000 

35000 

25000 

15000 -
5000 

0 

• Actual Earnings 1967-69 
• Actual Earnings 1987-89 

f-
f--

" 
f-

0 E arnings 1987-89 (Wife's Earnings 
Constant) 

r-
r-

r-

1 2 3 4 5 6 7 8 9 10 
Husband's Wage Decile 

women have come into the labor force to offset the earnings losses 
suffered by their husbands. However, the even larger increase in 
earnings of the wives in the top deciles remains a puzzle and is 
problematic for a simple hypothesis that women have increased their 
labor supply to offset the bad labor market outcomes of their 
husbands. While husbands' earnings may have played some role 
(particularly for the wives of low wage men),  the examination of 
wife's labor supply behavior by husband's wage clearly shows that it  
could not have been the only, or even the primary, factor leading to 
the increase in labor supply of married women. 

So far we have described the simple bivariate relationships be
tween the wife's labor market variables and the husband's wage. For 
both annual hours and earnings, the clear negative relationship be
tween the wife's hours (earnings) and the husband's wage has disap
peared, while the relationship between the wife's wage and the hus
band's wage has become more positive over time. The most logical 
next step would be to estimate the empirical relationship between the 
wife's annual hours and earnings of the husband, holding constant the 
wife's own wage and other characteristics such as age and education. 
One could then apply these estimates to the actual time series changes 
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in the wife's annual hours and changes in the husband's earnings to 
predict changes in female labor supply due exclusively to changes in 
husband's earnings. Our preliminary summaries of the data here sug
gest that the husband's earnings played a minimal role for women mar
ried to high wage men. The exact magnitude of the impact of declin
ing husband's earnings on women married to low wage men still re
mains to be determined. 
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Endnotes 

1 For a comprehensive analysis of the recent changes in U.S. wage structure see Katz 
and Murphy ( 1992). For reviews of the recent literature see Karoly (1990) and Levy and 
Murnane ( 1992). 

2 Wages were imputed for nonworkers from the full distribution of wages among 
those who worked 1-13 weeks and these imputed wages were included in the 
calculations. Comparison of educational attainment of the nonworkers and the 1-13 
group suggests that this may overstate potential wages of nonworkers. For further 
details see j uhn ( 1992) or Juhn, Murphy, and Topel ( 1991 ) .  

3 The employment measure used here i s  derived using the retrospective weeks 
worked last year question on the March CPS. One can also interpret this measure as the 
average employment to population ratio over the year. One reaches a similar conclusion 
when one compares employment across schooling categories. While the employment of 
college-educated men hardly declined, employment among high school dropout men 
has declined precipitously. See Juhn ( 1992) and Juhn, Murphy and Topel ( 1991) .  

4 There has been a decline in  overall marriage rates over the sample period we 
examine. It is possible that by focusing on a sample of married couples, we are looking 
at a group that is becoming increasingly selected over time. There is some evidence that 
the decline in marriage rates and the delay of marriage among the educated men has led 
to an improvement in the quality of the single population. It is less clear how the quality 
of the married population is changing over time. Our preliminary findings suggest that 
declines in marriage rates have been neutral across education and wage percentile 
categories, which would tend to leave the quality of the married population unchanged. 
However, further investigation on this question is certainly warranted. 
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H R M  Po l i cy a n d  I ncrea s i n g  I n eq u a l ity 
i n  a Sa la ry S u rvey 

ERICA L. GROSHEN 
Federal Reserve Bank of Cleveland 

Wage inequality reported in the Bureau of Labor Statistics' Current 
Population Survey (CPS) grew over the last three decades (see Levy 
and Murnane, forthcoming) .  This rise is apparently at the root of much 
of the recent increase in the inequality of family income and has fueled 
a debate about the shrinking middle class. 

Have changes in human resource management (HRM) caused the 
recent increase in wage dispersion, and what challenges will rising 
disparity pose for human resource managers? This paper discusses the 
implications for HRM policy of the rising wage dispersion found in a 
salary survey conducted by the Federal Reserve Bank of Cleveland 
(FRBC) (Grosh en, 199lb ) .  These data allow the first examination of 
the role of occupational distinctions and employer compensation 
practices in the recent rise in wage dispersion. 

Analysis of the FRBC data reveals that the wages of two 
hypothetical nonproduction workers who differed both in occupation 
and employer would have pulled apart in the past three decades, even 
if neither changed occupation or employer. The analysis then explores 
which aspect of their jobs mattered most in the growing wage gap: 
occupations, employers, or individual differences. 

The FIRBC Salary Survey 

Few data sets provide information on wages and employers, and 
no public survey offers occupational and employer detail for a 
longitudinal sample. The data set studied here has these desired 
features. It was gathered from an annual private salary survey 
conducted in Cleveland, Cincinnati, and Pittsburgh by the FRBC 
personnel department for 33 years. 

The number of participating firms has grown over time and aver
ages 83 per year. Cincinnati companies usually make up one-quarter 

Author's Address: Federal Reserve Bank of Cleveland, P.O. Box 6387, Cleveland, 
Ohio 44101.  
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of the sample, with Cleveland and Pittsburgh evenly represented in 
the balance. The discussion below uses "employer" to mean the em
ploying firm, establishment, division, or collection of local establish
ments for which wages are reported. Since a participant's choice of the 
entities to include presumably reflects those for which wage policies 
are actually administered jointly, the ambiguity here is not particular
ly troublesome. The employers surveyed are generally large and 
include government agencies, banks, manufacturers, trade companies, 
utilities, universities, hospitals, and insurance firms. 

The number of occupations surveyed each year ranges from 43 to 
100. Each employer reports wages for an average 27 occupations per 
year. The jobs surveyed are mostly nonproduction jobs that can be 
found in all industries, and many are divided into grade levels. The 
complete data set has over 75,000 observations, each giving a year's 
mean or median salary for the people working in a surveyed 
occupation for a participating employer. Cash bonuses are included as 
part of the salary, but fringe benefits are not. From 1980 through 1990, 
individual salaries within job cell are also available. 

Technique 

The FRBC data allow the effect of employer wage policies to be 
examined through study of the variations within and between two 
well-identified characteristics of employment: occupation and 
employer, neither of which is well identified in household data such as 
the CPS. Within a salary survey framework, the group of workers in a 
specific occupation (e.g., job i) within an employer (e.g., firm j) is said 
to belong to "job cell ij."  The mean wage for job cell ij can be 
described as the sum of four components: 

(1 )  Wij = jJ. + /3i  + O!j + '}'ij, 

where Wii = log mean (or median) wage of employees in job cell ij; 
p. = mean log wage for the entire sample; /3i = occupation i 
differential; ai = employer j differential; and 'Yii = internal labor 
market (ILM) differential for job cell ij. 

Occupation differentials estimate the average wage difference 
(over the mean wage in the city) paid to the occupation. Since even 
fairly broad occupation categories capture much of the variation 
picked up by standard measures of human capital (Groshen, 1991a) ,  
narrowly defined occupation can proxy well for human capital. Thus, 
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estimated occupation differentials reflect the product of the average 
human capital in the occupation times the return to human capital. 
Similarly, the establishment differential is the wage premium paid to 
the average occupation by that employer, and it estimates the 
establishment's level of wage-relevant attributes (such as size and 
industry) multiplied by the return to those attributes. An ILM 
differential is compensation paid by an employer to a particular 
occupation, that falls above (or below) the average differential paid 
by the employer. Essentially, ILM differentials pick up idiosyncratic 
internal wage ratios. 

Salary surveys are not random samples of the population; nor do 
entry and exit from the sample necessarily reflect market forces. Thus, 
these surveys are best suited to exploration of changes in wages rather 
than in the distribution of jobs. Since a simple time path of the 
standard deviation of wages among cells in the FRBC data does not 
control for the possibility that the survey now includes more diverse 
occupations and firms than it did before, Groshen ( 1991b) uses "rolling 
samples" to control for such sample changes. Between any two years, 
the change in variation is measured only for the subsample of job cells 
present in both years. These changes in variance are then added to the 
cumulative sum of previous changes plus the initial variance to obtain 
the total variance for a hypothetical, unchanged sample. 

When the composition of jobs is held constant over time, a change 
in wage variance will be due to changes in wage structure or in the 
attributes of occupations and employers over time. In this context, if 
occupations are not equally represented within each employer, the 
variance of wages is as follows: 

Changes in the variance of wages among constant job cells are 
composed of changes in one or more of these terms. To obtain total 
wage dispersion, a fifth term for within-cell, or individual, dispersion 
must be added to the between-cell components listed in equation (2) . 
This final component of total wage variation can only be examined 
during the 1980s in the FRBC sample. 

Summary of Results 

Table 1 summarizes the results for standard deviations after 
controlling for compositional changes. Distributional changes are 
omitted by measuring the dispersion of the medians (or means) of job 
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TABLE 1 
Average Annual Rate of Change of the Standard Deviation of Log Wages 

in the FRBC Salary Survey of Cleveland, Cincinnati, and Pittsburgh 

Total 
Between-Cell Components 

Between Cells Occupation Employer ILM Covariance 

1961-1970 .002 .001 .000 .002 .000 
1971-1980 .005 .003 .006 .003 .000 

1981-1990 .003 .003 -.001 .000 .000 

Source: FRBC Salary Survey, Groshen ( 1991b). 

Within 
Cells 

n.a. 

n.a. 

.000 

cells, with a weight of one per job cell, and by using rolling samples. 
The first column of Table 1 shows that wage variation increases 
substantially in these cities in each of the three decades covered, most 
rapidly in the late 1970s. 

During the 1960s, inequality rose primarily as a result of increasing 
occupation differentials and ILM variations. Widening ILM premia 
suggest that employers loosened their adherence to external market 
differentials over the decade. In the 1970s, occupational and ILM 
differentials continued to diverge. In addition, wage premia paid by 
employers underwent a large, apparently permanent increase in 
dispersion, reflecting a large increase in the union wage differential, or 
in differentials between utility, government, and durable manufactur
ing employers on the one hand, and financial industry employers on 
the other. During the 1980s, the only evident source of increasing 
inequality was the widening of occupational wage differentials, which 
can be linked to increased returns to general education. Employer and 
ILM differentials show little change during the decade. 

Two other components of wage dispersion have not contributed to 
the rising inequality. First, no trend was obvious in the small 
component that results from the covariance between occupation and 
employer. Second, wage dispersion among workers within job-cell in 
the 1980s (the only period during which it can be measured) is very 
small and shows no increase. 

These findings are generally consistent with those of Davis and 
Haltiwanger ( 1991) ,  who conclude that within-plant wage dispersion 
accounts for most of the growth in wage inequality among 
nonproduction manufacturing workers from 1963 to 1986. For 
production workers, the role of between-plant wage dispersion and its 
growth is much stronger. 
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Did H R M  Policy Changes Cause Rising Inequality? 

HRM and Non-HRM Explanations for Increased Wage Dispersion 

Perhaps the most frequently cited hypothesis for the rising wage 
inequality during the 1980s is "deindustrialization," the net creation of 
disproportionately low- and high-wage employers or occupations over 
the period. This is not essentially an HRM explanation. Other non
HRM candidates are increased returns to skills or training (due to tech
nological change or international competition) and rising inequality of 
training. 

The HRM hypotheses are linked to two major trends in the labor 
market. First, unionization has declined dramatically during the past 
three decades. Since unionized establishments and industries have 
lower wage dispersion than their nonunion counterparts (Freeman, 
1980), declining unionism is a natural suspect in the search for causes 
of rising inequality. Historically, unions have sought low wage 
dispersion within and among their employers in order to enhance the 
cohesion of their bargaining units, to reduce labor-cost competition 
among employers, and to narrow supervisors' scope for adjusting 
wages in an unfair or arbitrary manner. 

Second, coincident with declining unionization, employers have 
implemented a variety of "new human resources" personnel strategies 
in the past two or three decades. In contrast to the union model, the 
new human resources practices include the institution of clear internal 
productivity-related incentives for workers, such as individual or 
group bonuses, merit-based raises, or gain-sharing plans, any of which 
could raise wage dispersion directly. In addition, the absence of 
unionization may allow employers to use internal wage level as a 
competitive strategy, which could raise interfirm wage variation, 
perhaps mostly in the short run. 

Industrial Restructuring: Total Wage Variation 

The results obtained in this study allow rejection of a central non
HRM hypothesis as the sole source of rising wage dispersion. Since 
increases in wage variation over the past three decades can be seen 
even when occupations and employers are held constant, they are not 
solely a direct effect of deindustrialization. This finding is consistent 
with findings reported in Leonard and Jacobson ( 1990) .  Even if two 
workers had not changed jobs over the whole period, if they started in 
different jobs, their wages would have diverged markedly over the 
last three decades. Thus, something was taking place within existing 
firms and occupations. 
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Rising Returns to Training and Skills: Variation Among Occupations 

On the basis of previous research (such as Bound and Johnson, 
1992) , the occupation term is expected to rise over the 1980s, reflecting 
the increase in returns to education during that decade. When FRBC 
occupation differentials are regressed on the level of specific 
vocational preparation (SVP) and general educational development 
(GED) for the occupation in each year, returns to SVP are fairly flat 
over the period, with the exception of a jump in the mid-1970s. In 
contrast, the coefficient on GED rises consistently over the period 
except for a strong dip in the mid-1970s, which is followed by a rapid 
recovery over the 1980s. The results from the FRBC survey suggest 
that rising returns to general education are a strong component of 
rising inequality, while returns to vocational preparation are essentially 
unchanged. 

HRM policy has either accommodated a technologically driven 
increase in demand for educated labor or has fueled the increase in 
demand through its reorganization of the workplace. If the latter 
holds, the growing inequality is due in some part to changes in the 
HRM policies of employers. 

HRM Wage-Level Strategies: Variation Among Employers 

Employer wage differentials account for a large part of total wage 
variation (Groshen, 1991a) . Although they have been linked to 
observable employer characteristics (such as industry, size, method of 
pay, etc.) ,  no single theoretical source for these differentials has gained 
a consensus. Increased variation in this term could arise either from a 
decrease in unions' ability to remove wages from competition, or from 
changes in compensating differentials, in the degree of sorting of 
employees, in efficiency wages, or in implicit profit-sharing premia 
paid by employers. 

The bulk of the increase in the dispersion of employer differentials 
occurred in the second half of the 1970s. Among the five employers 
showing large declines in their premia from 1974 to 1980 and an 
increased distance from the mean, all are nonunion. Four are banks 
and one is an insurer. In contrast, among the 19 employers with large 
wage increases that moved farther from the mean, 14 are at least partly 
unionized. This result is consistent with the high inflation and loose 
labor markets of the 1970s and the higher prevalence of cost-of-living 
indexing under unionization. Nine of these employers manufacture 
durable goods, six are utility or telephone companies, three are 
government agencies, and one is a nondurable-goods manufacturer. 
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Thus, large increases in employer wage differentials in the late 
1970s are largely due to a widening of the union wage differential or 
of the differentials paid by durable goods manufacturers and utilities, 
and perhaps to the effects of deregulation in the banking industry and 
unionization of federal jobs. Among the many unanswered questions 
about this result is why the increase in variance in the 1970s appears to 
be so long lived. This result also suggests that the decline of union 
power is not responsible for the increase in variance among 
employers, since presumably, declining union power would have 
reduced-not raised-union wages. 

Market Insulation: ILM Variations in Pay Ratios 

The variation of ILM differentials across firms measures the lack of 
uniformity of internal pay relationships among the firms. This 
component would have grown if workers' quest for job security in the 
high unemployment periods of the late 1970s and early 1980s had 
insulated employers' internal labor markets from external pressures. 
Then, internal pay relationships could have deviated substantially 
from overall market averages and would increase wage variation due 
to the ILM component. Alternatively, rapid technological change 
during these years could have created a temporary period of uncer
tainty when relative pay relationships varied substantially among 
companies. Third, increases in employer wage differentials may buy a 
degree of insulation from external market pay ratios, allowing corre
sponding increases in ILM variation. 

The pattern found in the FRBC sample suggests that the latter 
explanation is not true. The increased idiosyncrasy of internal wage 
relationships during the 1960s and 1970s preceded the increase in wage 
variation by employer. Instead, growth in this component may reflect 
an increase in uncertainty about the market pay ratios, varying lags in 
adjustment to external changes, or greater insulation from the market 
due to workers' desire for job security. 

Biased Wage Changes: Employer-Occupation Covariance 

Positive covariance indicates that companies with high wages also 
tend to employ workers in high wage occupations. If this term grows 
while the distribution of jobs is held constant, it implies that firms with 
high or growing wages also employ more than their share of 
occupations with high or increasing wages. Such a shift might occur if 
the use of efficiency wages has grown among employers with high 
skill occupations, or if competitive pressures lowered wages mostly 
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for low skill workers in low wage firms. Table 1 shows that the 
covariance term (which is small and positive) exhibits no trend over 
the period; it is not a source of increasing inequality. 

Merit Pay: Wage Variation Within Job Cell 

The increased use of merit raises (as opposed to uniform cost-of
living adjustments or promotions) might widen the range of wages 
paid by employers within occupation. The full distribution of wages 
within job cells, which is available for the 1980s, can be used to capture 
this effect, since about 80 percent of the employers in the sample 
report that they implemented or strengthened their form of pay-for
performance and merit raises in that decade. Nevertheless, the last 
column of Table 1 shows that wage variation within job cells was 
unchanged during the 1980s. Furthermore, since the standard 
deviation of wages within job cell is very low, even if this component 
was nonexistent in 1957, its appearance sometime before 1980 would 
not have increased total variation by much. This finding does not rule 
out the possibility that merit pay affects individuals' wages 
substantially. It merely suggests that merit pay systems are probably 
not associated with higher wage inequality than are seniority-based 
systems. 

Conclusion and S peculations for the futii.Jlre of H R M  

All in all, HRM policy changes d o  not seem strongly implicated in 
the rise of wage inequality. Increases in performance-based raises and 
a decline in the union wage premium can be ruled out as causes, as can 
total reliance on the non-HRM hypothesis of deindustrialization. 
Rising occupational differentials are also not obviously a result of 
HRM policy, although widening ILM premia suggest some role for 
HRM in the 1960s and 1970s. 

Nevertheless, rising income disparity is likely to affect HRM. In 
particular, the dramatic widening of occupational wage differentials 
may well put pressure on HRM policy. Workplaces will house 
employees with more disparate incomes than they did in the recent 
past. The change to more within-house inequality, if not the wider 
disparities themselves, may pose challenges to employers with highly 
bureaucratic or very flat wage structures. 

Employers may react to these pressures by fighting to maintain 
desired internal ratios. This strategy could be costly in terms of 
turnover or in terms of the overall wage differential necessary to avoid 
turnover. Alternatively, companies may choose (or may have already 
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chosen) to spin off some top or bottom employees through contracting 
out for their services, or by breaking up the company into smaller, 
more-uniform subsidiaries or establishments. Perhaps some of the 
shrinkage of establishments and/ or the growth in contracting out in 
the 1980s is a response to these pressures. 

Finally, of course, employers may choose to adopt the new 
differentials and redesign their personnel practices to accommodate 
the new ratios. If so, these inherently less cohesive wage structures 
may require renewed emphasis on mobility enhancing programs, such 
as in-house training. 

It also remains to be seen whether the growth of overall wage 
dispersion signals that HRM policymakers will have more freedom 
now to design and adjust compensation policies. Alternatively, rising 
inequality may imply less scope for HRM compensation policy as 
wages become more strongly determined by occupational labor 
markets and employers become more like the "price-takers" that 
economists always assumed them to be. 
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DISCUSSION 

LYNN A. KAROLY 
The RAND Corporation 

This paper by Randy Eberts fits into the growing literature 
focusing on changes in the U.S.  wage structure during the last two 
decades. In the last few years, there has been a virtual landslide of 
studies that have focused on the changing U.S.  wage structure. 
Researchers have studied the overall rise in wage inequality, as well as 
changing wage differentials between different groups of workers 
defined by their characteristics such as gender, years of schooling, and 
experience. In this analysis, Eberts focuses on wage differentials 
between geographic regions of the United States. The starting point 
for this analysis is the expectation, drawn from trade theory, that 
regional wage differentials should be converging over time. Regional 
wage convergence has been documented by a number of researchers. 
Most recently, census data analyzed by Grubb and Wilson ( 1989) 
showed this to be the case, at least through the 1980s. S ince 1979, 
however, the overall rise in wage inequality documented by other 
researchers appears to have also been accompanied by rising wage 
differentials between regions. Accounting for this regional divergence 
in the 1980s is the aim of Eberts' paper. 

Overall, I think this is a strong paper which makes an important 
contribution to our growing understanding of the changing U.S. wage 
structure. Eberts takes advantage of a relatively unused source of 
Current Population Survey (CPS) wage data, a data set that I have also 
used to study regional patterns in the distribution of wages. The larger 
sample sizes available in the Outgoing Rotation Groups samples of the 
monthly CPSs facilitates the kind of disaggregated analyses under
taken here. The data also serve to extend previous analyses that have 
focused on regional wage patterns only through the 1970s. Another im
provement over previous work is the disaggregation of the analysis for 
all nine census regions, rather than more aggregated groups of states. 

Author's Address: RAND, 1700 Main St., P.O. Box 2138, Santa Monica, CA 90407-
2138. 
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In presenting my comments today, I want to focus on issues related to 
the empirical work. 

One data related issue that is not discussed in the paper concerns 
the topcoding of the CPS wage data. In the May and monthly CPSs, 
reported weekly wages have been topcoded at $999 through 1988. 
This constant nominal top code means a differential fraction of the 
upper tail of the distribution is truncated over time. In the late 1980s, 
more than five percent of the sample has their wages truncated at the 
top code. In other work using these data, we have found that the top 
code on weekly wages dampens the rise in inequality in calculated 
hourly wages, the wage measure used in this analysis (Karoly and 
Klerman, 1991) .  I expect that accounting for the top code, if it has not 
already been done, is likely to further accentuate the regional 
divergence documented in the paper. 

A second empirical issue concerns the sensitivity of the regression 
decomposition to the specification of the regression equation. For 
example, I was curious to know why an experience-sex interaction 
term was included in the regression but no other coefficients were 
allowed to vary by sex. Other specification choices include the 
number of occupation and industry dummies. Other work has shown 
that simple decomposition analyses are sensitive to the number of 
partitions used for variables such as industry and occupation (Formby, 
Seaks, and Smith, 1989) .  Clearly, there are sufficient degrees of 
freedom in the regression equation to allow more regressors. I would 
be interested in knowing whether any sensitivity analysis was 
undertaken. Results regarding the fraction of wage divergence 
accounted for by different classes of regressors could be affected by 
these specification decisions. 

One final concern I have about the analysis is the use of nominal 
wage data. As Eberts notes, the lack of regional price indexes 
precludes any effort to examine patterns in real wages across regions. 
This is unfortunate since the use of nominal wage data may bias 
estimates of the prices of worker characteristics if there is substantial 
regional variation in prices for other goods. One obvious source of 
regional price variation is differential changes in housing prices, a 
phenomena accentuated during the regional booms and busts of the 
1980s. One way to explore this issue would be to examine whether the 
divergence pattern is consistent with differential movements in 
housing prices across regions. 

One potential extension for the present analysis is to further 
disaggregate the data into smaller geographic units such as states or 
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even SMSAs. If the proper theoretical construct is the local labor 
market, the grouping of states into census regions will often combine 
very different labor markets. Consider the Pacific group of states 
which includes Alaska, California, Hawaii, Oregon, and Washington. 
Wage movements in the last two decades are likely to vary 
substantially across these states. One advantage of the CPS wage data 
used in this analysis is the sample sizes should permit further 
disaggregation. One limitation, however, is the fact that the CPS did 
not identify every state on the public use files until 1977. Nonetheless, 
further disaggregation would serve two purposes. First, it will be 
useful to document the extent of wage divergence in the 1980s across 
more disaggregated regions. Second, further disaggregation, by better 
isolating local labor markets, may help to distinguish among the two 
hypotheses of wage divergence due to price changes versus changes in 
the distribution of workers' characteristics. 

I noted at the outset that this work fits into the growing literature 
examining the rise in wage inequality during the 1980s. In conclusion, 
it is worth pointing out, however, that the rise in inequality between 
regions of the U.S. ,  as documented in Eberts' analysis, only accounts 
for a small fraction of the overall rise in inequality. Between 1979 and 
1988, a decomposition analysis shows that at most five percent of the 
rise in wage inequality among all workers is attributable to an increase 
in inequality between the nine census regions. I make this point not to 
diminish the value of research that improves our understanding of 
factors contributing to the changes in wage levels between geographic 
regions. Instead, it highlights the need for research, which also delin
eates the reasons for the rise in inequality within regions. 
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DISCUSSION 

RICHARD J .  MuRNANE 
Harvard University 

My comments focus on the question of how this paper informs 
understanding of the trends in wage inequality that have been 
identified using the Current Population Survey (CPS) ,  a data set that 
has the advantages of national coverage and information on the 
educational attainments of individual workers, but the disadvantage of 
not identifying individual employers. Groshen's Federal Reserve Bank 
of Cleveland (FRBC) data set has the limitation of including only 
employers in three cities, but the advantages of identifying employers, 
and including more fine-grained occupational categories than the CPS 
has. 

An initial question to ask is whether the trends in wage inequality 
in the FRBC data match the trends in the CPS. The answer is, not 
exactly. The CPS shows a more rapid increase in wage inequality in 
the 1980s than in the 1970s. The FRBC data show the most rapid 
increase in inequality taking place in the mid-to-late 1970s. At least 
part of the explanation is the FRBC sample from a single geographical 
area does not have the increase in inequality of wages among regions 
in the 1980s that Randy Eberts' paper shows to be an aspect of the 
national trend. 

Turning to components of trends in inequality, CPS data show a 
decline in wage premiums associated with education during the 
1970s-a response to the well-educated baby boom cohorts reaching 
the labor market. In the 1980s, the CPS shows wage differentials 
associated with education growing very rapidly. 

While the FRBC data do not include educational attainments of 
individual workers, Groshen finds that the fine-grained occupational 
categories in the FRBC data provide good measures of human capital. 
To be more exact, the coefficients on occupational indicators reflect 
differences between occupations in the amounts of human capital held 
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by workers in different occupations and the wage premiums associ
ated with amounts of human capital. If there were no changes over 
time in the amounts of human capital required for entry into specific 
occupations, then one would expect the pattern in occupation-specif
ic wage inequality in the FRBC data to follow the trends in the pre
mium associated with formal education in CPS data. However, this is 
not the pattern in the FRBC data. Instead of declining in the 1970s, the 
FRBC data show occupation-specific inequality increasing slowly but 
steadily during this decade. One possible explanation is that during the 
1970s the amount of education required for entry into relatively high 
paying occupations increased. This would reconcile the CPS pattern 
of declining wage premiums associated with educational attainment 
with the pattern in the FRBC data of increasing occupation-specific 
wage differentials. The obvious place to look for evidence to support 
this hypothesis is the Dictionary of Occupational Titles, which pro
vides information on the educational requirements in different occu
pations. Unfortunately, the last time the DOT was updated was 1977. 
However, it would be possible to compare changes in occupation-spe
cific educational requirements between the 1960s version of the DOT 
and the 1977 version. 

One other difference between the CPS patterns and FRBC pat
terns concerns the 1980s. The CPS shows rapid growth in education
specific wage premiums beginning about 1980. Groshen finds occupa
tion-specific wage premiums in the FRBC data to be stable between 
1980 and 1985 and increasing rapidly in the second half of the decade. 
This difference in timing is puzzling. 

Turning to employer-specific wage differences, Groshen finds 
rapid growth in the late 1970s, and stability through other periods. At 
first I thought that the explanation might have to do with the effects of 
inflation. The inflation rate in the last years of the 1970s and the first 
years of the 1980s was quite high and workers protected by COLA 
provisions in collective bargaining agreements would gain relative to 
workers without such contracts. But the timing does not seem to 
support this explanation because Groshen finds the increase in 
employer-specific wage differentials taking place between 1975 and 
1978, while the high inflation years begin in 1979. 

Finally, turning to the compensation policies of individual firms, 
Groshen finds no growth in inequality during the 1980s in the wages of 
workers in the same occupation working for the same employer, 
despite the fact that her survey of employers indicated an increase in 
the use of merit pay, or pay for performance. This does not surprise 
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me in that merit pay is popular as a symbol of toughness, so it was in 
vogue to report its use. However, it is difficult to use, especially for 
nonproduction workers (the only workers in the FRBC data), and 
consequently its use is often only symbolic, and does not lead to large 
wage differentials among people doing the same job. To the extent 
that firms did pay more attention to the productivity of individual 
nonproduction workers in the 1980s than in the 1970s, the common 
actions were to base promotions more on merit than in the past. My 
guess is that one consequence of the fine-grained occupational 
categories in the FRBC data is that many promotions resulted in an 
individual moving to a different occupational category. If this is true, 
then a decision to base promotions more on performance would not 
show up in Groshen's analysis as widening wage differentials among 
workers in the same occupation working for the same employer. 

A final question concerns interaction effects. While there may be 
no increase in wage inequality among workers in specific occupations 
working for the same employer in the economy at large, there could 
be increases in specific parts of the economy, such as the financial 
sector. I suggest that Groshen explore this. Similarly, I would suggest 
deleting all of the observations related to government workers and 
seeing whether the trends in inequality stay the same. I suggest this 
because wage setting in government tends to follow a different 
process than private sector wage setting, with legislative action often 
needed to adjust wages. Thus, the inclusion of government workers 
could mask trends in wages in the private sector. 

These comments are all ideas for extending a very interesting line 
of research. 



DISCUSSION 

FRANK LEVY 
University of Maryland 

This early draft shows the promise of being quite interesting. 
Because it is preliminary, I restrict my comments to clarifying some 
points and to suggesting some directions for future research. 

Previous work has established that wives' earnings equalize the 
distribution of husband-wife incomes through two mechanisms. First, 
the wives of low-earning husbands are relatively more likely to work. 
Second, working-wives' earnings are typically more equal than their 
husbands' earnings. 1 

Juhn and Murphy report that both of these equalizing mechanisms 
have weakened over time. The biggest recent gains in wives' labor 
force participation come from the wives of high-earning husbands. 
And earnings inequality between the working wives of high-earning 
and low-earning husbands has grown. 

But if wives' earnings are not as equalizing as they used to be, the 
net effect is still equalizing. In 1967-69, the ratio of husbands' earnings 
in the top of the distribution (81-100 percent) to the bottom of the dis
tribution ( 1-20 percent) was 3.80.2 If we look instead at the sum of hus
bands' and wives' earnings for the same families, the ratio falls from 
3.80 to 2.93. In 1987-89, the comparable ratio for husbands' earnings 
only is 6.22 and for husbands' plus wives' earnings is 4.03. As Professor 
J uhn notes, wives' earnings have not been able to offset the big in
crease in earnings inequality among husbands. But that is a very strong 
test and wives' earnings still perform an equalizing role, albeit less 
equalizing than it used to be. 

Increased earnings among the wives of high-earning husbands 
raises an obvious question: Is associative mating on the rise? The 
question involves more than husband and wife earnings correlations. 
Consider a husband and wife with high school educations and a 
second husband and wife with college educations. Juhn and Murphy's 
tabulations show that the college-educated wife may now work even 
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though she didn't work 15 years ago. Beyond this, the earnings gap 
between the two wives will be wider today than it would have been 15 
years ago due to the rising return to schooling that has affected both 
women and women's earnings over the last decade (Levy and 
Murnane, 1992) . For both reasons, the correlation of husbands and 
wives will grow over time (suggesting more associative mating) even 
though we are looking at the same two couples. 

Beyond this, associative mating today means something more than 
spouses' earnings (or potential earnings) .  There are the growing 
number of people who live outside of families-i.e., people who don't 
mate in the first place but who are somehow part of this picture. (The 
fact that such people won't show up in husband-wife samples means 
that comparisons of husband-wife samples over time may be biased. )  
And in a decade of low birth rates, there is  the overlapping question of 
who is having children-both inside and outside of marriage. 

I believe the authors can deal with this by expanding upon a 
technique they developed in earlier work with their colleague Robert 
Topel. In that work, the authors built up the wage distribution of 
prime age men including estimated wages for men who did not work 
during the year (i.e., the wages such men would have earned had they 
worked) . For the current paper, it would be useful to extend that 
technique to construct a similar estimated wage distribution for 
women. It would then be possible to index each man and woman in a 
particular year by their percentile in the respected wage distribution. 
With these indices, one could look at a variety of questions: 

l. Associative mating could be examined by looking at the associ
ation across families between the husbands' and wives' percentiles in 
the men's and women's wage distributions, respectively. A growing as
sociation over time would suggest more associative mating. (Note that 
this method bypasses the problem of wives who could, for example, 
earn a high wage but earn nothing because they choose not to work.)  

2 .  One could get a clear picture of the position in the wage distri
butions of men and women who chose not to get married. 

3. In a similar way, one could get a clear picture of the position in 
the wage distribution of women who were having children, both in 
and out of wedlock. 

Juhn and Murphy inform me that developing an estimated wage 
for women is, in fact, substantially more difficult than developing the 
corresponding distribution for men. (The men's distribution relies on 
the assumption that the wages of men who work very little during the 
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year are a good proxie for the wages of men (with similar character
istics) who don't work at all. The data for women may lack such a 
good proxie.) If the estimation proves possible, however, the 
approach I have sketched would lead to a more complete picture of 
the recent economic aspects in family formation (and nonformation) ,  
the question on which Juhn and Murphy have made a very good start. 

Endnotes 

1 See Frank Levy, Dollars and Dreams: The Changing American Income 
Distribution (W. W. Norton, 1988), Chapter 8. While wives' earnings equalize the 
husband-wife income distribution, they can still increase income inequality among all 
families. In raising the family incomes of low-earning husbands, they may increase the 
gap between all husband-wife families and female-headed families. 

2 Calculations are based on Juhn and Murphy's Table lA. The 3.8 ratio means that 
the average husband in the top 20 percent of the distribution earned $3.80 for every 
$1.00 earned by the average husband in the bottom 20 percent of the distribution. 

Reference 

Levy, Frank, and Richard J. Murnane. "U.S. Earnin�s Levels and Earnings Inequality: 
A Review of Recent Trends and Explanations. ' Journal of Economic Literature 
(forthcoming, September 1992) . 



X. TH E FUTU R E  O F  I R  AS A 

f � IE lD OF STU DY AN D ITS 

� M PUCAT�O N S  FO R TH E i R RA 

M a i nta i n i ng Vita � ity a nd R e � eva nce : 
� ncorporat i ng B a s i c  Theory i nto � R  
R esea rch ,  C u rr ic u l a ,  a nd Pract i ce 

JoHN A. FossuM 
University of Minnesota 

The IRRA has a history of sessions at its annual meetings that 
explore the development and future of the industrial relations (IR) 
field. Periodically its luminaries have published essays and treatises to 
define the domain of subjects within IR and the manner in which they 
interact (Dunlop, 1958; Somers, 1969) . Without actually looking I feel 
certain the percentage of pages devoted to papers and sessions on the 
direction and/ or survival of the field is far fewer in the annual 
American Economic Review proceedings issue. Also, without fear of 
being proven wrong in the future, I suspect this will not be the last 
session devoted to the future of IR and the IRRA. 

The difference in the focus in sessions between these two bodies 
should not be a cause for alarm, but should rather increase our 
recognition that IR is not a discipline, but rather the study of a 
particular form of social exchange: employment. IR will continue as a 
vital field of study as long as the employment relationship exists, and 
its usefulness will wax and wane to the extent it recognizes and 
understands problems and creates solutions that enhance the outcomes 
of the parties involved in the employment relationship. 
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IR, as an academic field, is in many ways similar to medicine. A 
brief excursion through practice and research in medicine helps to un
derstand the role of IR. Consider the medical treatment options for 
circulatory problems. Symptoms must be isolated and correlated to 
causal factors. Optimal treatment must be devised. 

Surgery is one technique used to deal with circulatory problems. 
Open heart surgery to repair congenital defects and replace valves has 
become commonplace; coronary bypass surgery could almost be 
considered a standard industrial classification. But alternatives are 
being developed, including angioplasty and arterial reaming. 
Additionally, pharmaceuticals and altered lifestyles have indicated 
promise in reducing coronary artery blockages. Surgical techniques 
have also changed with lasers being used increasingly. All of these 
constitute different and improving remedies for circulatory problems. 
To the extent that one is wed to a particular solution as a field of study 
or practice, obsolescence is a danger. So too does IR (and by extension 
the IRRA) risk its continuing relevance if it studies or practices only 
one form of the employment exchange. 

As in medicine, IR researchers focus on broad changes in correlates 
found to be related to outcomes affecting practitioners (patients ) .  
Curricula are adapted to  incorporate a recognition of  these changes 
and enhance the diagnosis of problems at the individual and 
establishment levels. New knowledge is also developed in IR as a 
result of practitioners identifying consistent changes in the employ
ment relationship, with quasi-epidemiological work establishing the 
new correlates of an altered relationship. Ultimately, researchers de
velop new theories to explain the phenomenon under examination, 
and curricula develop new diagnostic and preventive procedures. 

Medicine also benefits from research in basic disciplines. Research 
in a variety of sciences helps identify the underlying genetic causes or 
risk factors in disease processes. This knowledge is used to design the 
optimum delivery method for curative and palliative agents. Medicine 
is not the only beneficiary of these theories and empirical findings, but 
their application has enhanced medical efficacy substantially. So too 
has IR benefited from basic and applied theory and research in 
economics and psychology, and to a lesser extent from sociology, 
political science, history, and law. 

l ncorpo�ration of New Theory and Metlhodls 

At Minnesota, we divide IR into five areas of study: staffing, 
training, and development; organization theory; compensation and 
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reward; labor market analysis; and collective bargaining. Each of 
these has benefited substantially from the incorporation of new theory 
flowing from basic disciplines. 

Staffing, Training, and Development 

The area of staffing, training, and development has been materially 
enriched by several theoretical and methodological improvements. 
Staffing involves the identification of the "best" candidate for a given 
position or the "optimal" allocation of available candidates to open 
positions. Theories developed in the study of individual differences 
strongly suggest work performance is influenced by the possession of 
specific abilities, levels of particular aptitudes, and personality charac
teristics. Empirical studies often failed to support the theories. In fact, 
contrary to the theories, relationships between measures of abilities, 
aptitudes, and personality characteristics seemed to be related to per
formance in a situationally specific manner, and interacted with non
hypothesized individual characteristics such as gender and race. With 
the development of meta-analysis techniques that allow the aggrega
tion of empirical studies and eliminating artifactual sources of varia
tion, the inherent low power problems of small sample sizes and the 
inability to generalize from single setting studies have been overcome. 
General mental ability (Hunter and Hunter, 1984) has been found to be 
a strong predictor of job performance, regardless of the level of the 
job or the configuration of required tasks, duties, and responsibilities. 

Training and development has benefited from advances on several 
fronts. Beginning with Rosenbaum's 1984 study of career mobility in 
organizations and progressing with the development of implicit 
contract theories (Rosen, 1985) and tournament models (Lazear and 
Rosen, 1981) ,  the long-run behavior of individuals in internal labor 
markets can be more realistically studied. Before these studies and 
theories were published, promotions were seen as essentially involving 
the choice of multiple positions from a pool of candidates. Precision in 
measuring differences among candidates was deemed to be impor
tant. Rank order tournaments change the focus toward how one is se
lected into the pool, rather than who is selected from it; and away 
from measurement precision, since only the top individual needs to be 
identified. Reliability in measurement remains important since unreli
ability serves as a demotivating influence in the tournament. 

Work in behavioral modeling (Bandura, 1977) served as the basis 
for new applied work in self-efficacy training. Behavioral modeling 
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suggests behavior of attractive persons in organizations is emulated by 
others, even in the absence of formal training. Additionally, training 
from a person who is seen as attractive may enable the person to 
duplicate the trained behavior without necessarily practicing it. These 
findings have a great deal of applicability in situations in which 
employing organizations are being restructured and employees find 
their decision-making roles substantially expanded. 

Organization Theory 

This is the area that has responded the most rapidly to changes in 
theory during the past decade, and will likely be the area in which 
there are the most changes in the 1990s. Changes taking place 
throughout the world in government, commerce, and employment 
will continue to lead to major organizational changes, and will require 
the use of theories and new empirical research to explain them. The 
development of macro-organizational theory approaches has shifted 
from the behavioral and managerial areas to economics. The most 
important inclusions have involved transaction cost analysis 
(Williamson, 1975), agency theory (Jensen and Meckling, 1976), and 
the continuing development of the theory of the firm (Coase, 1937) . 

As organizations reduce levels of management, agency theory and 
transaction cost analysis are particularly informative. Management 
layers can be eliminated because information no longer needs analysis 
or interpretation. The methods and procedures that middle 
management supplied earlier have now been captured in spreadsheets 
and other information-processing software. Additionally, employees 
are increasingly trained in statistical process control, creating their 
own information on which they can act. 

Agency theory is very helpful in diagnosing where organizational 
boundary levels exist-either between functions or between levels. 
Where there is a difference between what is desired and what is 
known about how to obtain an end, agency theory has an ·ability to 
explain how organizational units interact and reward structures should 
be created. 

Team concepts have been introduced in a variety of environments, 
typically with the elimination or restructuring of first-line supervision. 
Team approaches usually include different methods of employee 
compensation. First, team members are compensated on the basis of 
their individual skills. The ability to do more of the tasks required of 
the team increases individual compensation. Second, teams are 
evaluated on their collective outputs. Some defined measure over 
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which the team has major influence or control is used, and all of the 
team members share in compensation associated with its accomplish
ment. Increasingly, organizations are identifying the levels at which 
they can meaningfully aggregate outcomes associated with group per
formance (Eisenhardt, 1988), and tying rewards to those outputs and 
to that aggregation of employees. Thus, for the group, free rider prob
lems and the group's ability to monitor individuals have become in
creasingly important. 

Compensation and Reward 

The 1980s saw increased changes in employee compensation pro
grams. The 1990s promises more of the same with increasing empha
sis on employee benefits and perhaps some regulation or taxation of 
executive and higher level pay as income has become increasingly un
equally distributed. 

A variety of new theoretical and empirical works were published in 
economic journals to try to explain why organizations pay the way 
they do (cf., Groshen, 1991 ) .  None has particularly altered practice, 
but they help to explain practice or more closely relate practice to 
theory. One of the most important is efficiency wage theory (Yellen, 
1984) .  For IR curricula and practitioners, efficiency wage theory 
should help to explain why primary sector organizations experience 
lower turnover rates, what the role of monitoring is in organizations, 
and how wage levels can interact with performance management 
systems to enhance overall performance. 

Both psychologists (Adams, 1965) and economists have been 
concerned with equity and fairness, or the relationship between 
contributions and pay. Behavioral scientists have shifted their 
approach toward examining the roles of procedural and distributive 
justice as influencing reactions to pay (Folger and Konovsky, 1989; 
Greenberg, 1987), while economists have begun to explain differences 
between pay and the value of an individual's marginal product through 
positive and negative prestige accruing as the result of performance 
(Frank, 1984) .  

Agency theory worked its way into compensation practice as a 
result of finance and accounting advocacy. Jensen and Meckling ( 1976) 
summarized the bases and research surrounding agency theory and its 
role in compensating executives. Advocates of agency approaches 
have argued that firms should put more pay at risk for employees. In 
a study of upper level managers across a large number of firms, Ger
hart and Milkovich ( 1990) found that firms with higher proportions of 
pay at risk performed better. 



THE FUTURE OF IR AND IRRA 239 

Economic theory assumes employees are risk averse. If they are, 
what risks do they primarily seek to avoid? Fluctuating income occurs 
when some proportion of pay 

·
is at risk. Simple median voter models 

(White, 1982) suggest that pay risks would be avoided until relatively 
large numbers of employees in a bargaining unit are affected, while 
job security risks would be avoided if the entire bargaining unit were 
at risk. If employees face increased risks-to the level they would 
encounter as owners-as owners seek to shift risks from themselves
we should expect changes in both compensation and contracting for 
employees. Employees might expect a wage premium for exposing 
themselves to employment risk, or explicit term contracts together 
with assuming their own responsibilities for training and development. 
Internal labor markets and specific training would be diminished. 

Labor Market Analysis 

One of the most interesting developments in labor market analysis 
has its foundations in basic research in the psychological study of 
individual differences. There has been a long-running debate in 
psychology about the degree to which nature (genetics [Galton, 1869] ) 
or nurture (environment [Watson, 1924 ] )  determines individual 
behavior. While most do not subscribe to an either/or explanation, 
only recently have some highly controlled studies provided more 
information on the actual effects on human resource outcomes and 
employment attitudes. Two studies involving twins, one examining 
differences in work attitudes between identical (monozygotic) and 
fraternal ( d yzygotic} twins reared apart, the other examining 
differences in returns to education among identical twins; held 
environment constant in the first case and genetics constant in the 
second case to obtain a more unconfounded test of the effects of 
genetics and environment on individual outcomes. 

On its face, work attitudes would seem to be a particularly 
individual characteristic, formed by one's experience in employment, 
and through the vicarious knowledge of others' experiences. Twins 
reared apart have participated in different experience environments 
during their formative years. If nurture were the only element 
influencing behavior, then identical twins should not agree more 
closely on work attitudes than fraternal twins. Yet evidence uncovered 
in the study by Arvey, Bouchard, Segal, and Abraham (1989) indicates 
that similarity in work attitudes was about twice as strong among 
identical twins than fraternal twins. This is consistent with a genetic 
explanation since identical twins share common genetic material while 
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fraternal twins share about 50 percent of the same genetic material. 
Additionally, genetic similarity accounted for about 30 percent of the 
reliable variance in work attitudes. 

Another study (Ashenfelter, 1991) polled identical twins at an annu
al convention of twins in Twinsburg, Ohio, asking them for informa
tion on their educational background and earnings levels. Since these 
individuals shared similar genetic material, substantially greater simi
larity in aptitudes should be present as compared to the general pop
ulation. Further, they were exactly the same age, thus opportunity 
would not confound the results. The study found that where dissimi
larities existed between educational levels of the twins, the rates of re
turn to education were about 10 percent per additional year of educa
tion consistent with the results of other studies that have introduced 
careful controls (Angrist, 1990).  

Collective Bargaining 

Three applications, in particular, intrigue me in collective 
bargaining. The first concerns the role of the full-time business agent 
or career unionist and bargaining to an impasse, especially in public 
sector negotiations. If the business agent is responsible for negotiating 
and administering several contracts, how can the rank and file in each 
unit be sure they're getting the agent's best efforts? To avoid principal
agent problems, the agent may go to impasse even though the ultimate 
contract is not better than what the agent might have expected to 
negotiate (McCall, 1990) . 

The second is the increasing recognition of grievance and 
complaint procedures as part of the production function of the 
organization. Prior to lchniowski's 1986 work, grievances had been 
looked at as indicators of work force dissatisfaction rather than 
economic influences on firm performance. Kleiner, Nickelsburg, and 
Pilarski ( 1988) subsequently showed that the optimal rate of 
grievances, from the firm performance perspective, was probably not 
zero. Grievances result from monitoring management activity that 
bargaining unit members feel violates the contract. Combining the 
two streams of work here, might unions confer an "efficiency 
employee relations" atmosphere to get employers to self-monitor, 
while taking advantage of the situation resulting in working to rules? 

The third area explores the involvement of unions in political 
action (Delaney, Fiorito, and Masters, 1988) . A willingness and interest 
in being involved in union activities expresses confidence among 
members that collective voice is likely to enhance outcomes. It could 
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be expected that unions with more involvement in political activity 
would also be more militant in the workplace. There should be lower 
differentials between pay for union officers (agents) and the employ
ment pay of members because of a closer connection between princi
pals and agents. 

Relevance and Theory in the Future 

In its role as an applied field, IR needs to recognize continually and 
understand patterns of changes occurring in the employment 
relationship. It also needs to help practitioners apply new ideas 
generated through theory construction and empirical testing. In this 
regard, the field faces an exciting and daunting era-one that may lead 
to its eventual demise. 

During the 1980s, most organizations changed the title of the top 
official responsible for employee relations activities from vice presi
dent, personnel; or vice president, industrial relations; to vice presi
dent, human resources. While some of these changes may have been 
made for euphemistic reasons, I believe that in most organizations, the 
role and viewpoint of the occupant of the position has changed mark
edly. Incumbents in positions in which titles changed first saw the 
change as a recognition of the importance of employees to the success 
of the organization. Inclusion of "human resources" (HR) in the title 
recognized the service aspect of the function to employees and indi
cated its contribution to the organization through enhancing the qual
ity of the workplace. 

However, that role has changed in the late 1980s and early 1990s to 
one in which the VP-HR is seen primarily as a member of the organi
zation's management team, responsible for the acquisition, most effi
cient utilization, and least expensive divestment of human resources 
for the organization. The HR manager's responsibilities may essential
ly involve the creation and maintenance of a "just-in-time" work force 
with responsibilities for maintaining its quality externalized to the em
ployees. In fact, the HR role may involve the design and negotiation of 
individual and group contracts with what were formerly employees. 
Organizations may increasingly be relatively loose collections of con
tracts operated by a small cadre of managers compensated by contin
gent incentives from owners (ironically the pension funds of "em
ployees") . 

If employees are risk averse, and if organizations essentially rid 
themselves of long-term employees, the role of unions, if they are to 
survive, must move much more toward an agency role for individuals. 
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The surviving model may be much closer to the associate membership 
arrangements suggested in the 1980s or the building trades or maritime 
model. With risk aversion, one could expect more deferred compensa
tion, or, if risks are permanently shifted to employees, more entrepre
neurial behavior on their parts. 

For the IR field, and for the HR manager, what may be most 
important in the future use of theory, is to understand whether a 
profit-seeking organization can be most efficient when constructed 
with a set of contingent contracts based solely on measurable out
comes; or whether employment with its inevitable implicit contracts, 
norms, values, and traditions will enable an organization to best adapt 
in an increasingly changing environment. 
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The I R RA as a Profess i o n a �  
Assoc iat i o n  

NoAH M .  MELTZ 
University of Tor onto 

As its name implies, the Industrial Relations Research Association 
was founded in 1947 to promote research in the field of industrial 
relations. The original and present purposes of the association are 
(IRRA, 1990, p. ix) : ( 1 )  the encouragement of research in all aspects of 
the field of labor-social, political, economic, legal, and psychologi
cal-including employer and employee organization, labor relations, 
personnel administration, social security, and labor legislation; (2) the 
promotion of full discussion and exchange of ideas regarding the 
planning and conduct of research in this field; (3) the dissemination of 
the significant results of such research; and (4) the improvement of the 
materials and methods of instruction in the field of labor. 

The purposes of the IRRA have focused on encouraging, promot
ing, and disseminating research in all aspects of labor because it was 
believed that industrial relations was a multidisciplinary field involv
ing the interface of a number of disciplines. What was required was a 
multidisciplinary association. In their 1988 exaiPination of the IRRA, 
Kerr and Dunlop reaffirmed the role of the IRRA as a multidiscipli
nary association. 

The IRRA is the professional association for academics interested 
in the broad field of industrial relations and for practitioners who are 
not specialized in such activities as dispute resolution (Society for 
Professionals in Dispute Resolution). Academics who approach the 
field of industrial relations from a particular discipline base will find 
sections of their disciplinary associations that focus on labor issues. 

The Changing Composition of the Membership of the I R RA 

Exhibits 1 and 2 show the changing composition of membership in 
the national IRRA and the local chapters as between academics and 
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practitioners and by discipline backgrotmd of the academics in the 
national IRRA. 

The first observation is that the local chapters have far outstripped 
the national membership. In 1966, the national membership was 
slightly greater than the local chapters. In 1990, the local chapters had 
almost double the national membership (8,900 vs. 4,780). What is even 
more significant is the changed composition of both components of 
the IRRA. Academics are fading from the local chapters in absolute 
and percentage terms. As Exhibit 1 shows, the number of academics in 
local chapters has been declining since 1984, and in 1990, was less than 
the number in 1979. In proportionate tenns their share had declined to 
eight percent from 15 percent. The greatest growth at the local level 
was in the group of arbitrators, legal and consultants. There was also 
growth in membership from unions. The share of government and, 
recently, business members has declined. 

Similar changes have taken place in the composition of member
ship of the national IRRA: the academic share has declined from a high 
point of 44 percent in 1960, to 31 percent in 1990. The share of govern
ment and business members also declined. These were offset by arbi
trators, legal and consultants whose share has grown the most to 22 
percent. While these shifts have implications for the role of the IRRA 
as a professional association, the change in the composition of the aca
demic members may have the greatest implications. 

Exhibits 1 and 2 show the virtual disappearance from the associa
tion of members specializing in political science, psychology and soci
ology (see also Adams, 1992) . These three groups represented almost 
a fifth of the academic membership in 1949. In 1990 they were esti
mated at two to three percent. Membership from the discipline of law 
has fluctuated but seems to be on the decline to its present four per
cent. What remains is a concentration of academic membership in in
dustrial relations, labor economics, and human resource management, 
with smaller numbers in business administration and organization be
havior. At the local chapter level the association has also focused on 
those practicing industrial relations, but only more so now. The impli
cation is that the primacy of the objective of the IRRA as a multidis
ciplinary association should be reexamined. Kerr and Dunlop (1988) in 
their report refer to " . . .  the resurgence of academic interest in our 
field . . .  but much of it has been occurring within various traditional 
disciplines . . .  " (p. 4 ) .  They also refer to the growth of human re
source management and the 2000 members in the Personnel/Human 
Resource Management Division of the Academy of Management. 



EXHIBIT 1 

National IRRA and Local Chapter Membership, 1949-1990, Selected Years, 
Number of Members by Occupational Classification 

; 
1949 1954 1980 1966 1972 1979 1984d 1987d 1990d ::>:1 

;.. 

LOCAL CHAPTERS 2,.359 4,420 6,619 8,557 9,236 8,900 :!: ..., 
Academic 343 533 705 899 813 691 ;J: 
Student 132 196 292 276 327 294 ;.. 
Government 399 490 1 ,000 1 ,004 959 969 z z Arb., Legal, Consult 388 754 1,138 1,631 1 ,986 2,257 c 
Business 720 1 ,498 1 ,922 2,536 2,434 2,259 ;.. 
Union 377 949 1,562 1 ,866 1 ,901 2,106 r 
Other 345 811 324 "' 

::>:1 
c c 0 

NATIONAL IRRA 1,281 1,645 1 ,344 2,636 3,426 4,669 4,124 4,810 4,780 n t'1 
Academic 452 614 596 1 ,003 1 ,379 1 ,669 1 ,346 1 ,436 1 ,502 t'1 0 
Student a a a 168 142 381 299 312 330 z Government 150 196 162 390 487 554 360 437 411  0 Arb., Legal, Consult 213 237 152 303 421 688 815 1 ,044 1 ,054 (J) 
Business 374 489 348 494 625 817 797 951 839 
Union 92 109 76 154 214 325 344 455 494 
Other 10 124 158 235 163 175 150 



EXHIBIT !-(Continued) 

National IRRA and Local Chapter Membership, 1949-1990, Selected Years, 
Number of M embers by Occupational Classification 

1949 1954 

NAT'L ACAD. BY DISCIP. 452 614 

lR a 131 
HR a a 
Econ. {253 {319 
Bus. Admin. { { 
Admin. a a 
Law 34 23 
Org. Beh./Pers. a a 
Pol. Sc. 19 1 1  
Psych. '.Y3 26 
Soc. 31 23 
Other 79 81 

SOURCES AND NOTES TO EXHIBITS I AND 2 

Source: IRRA Membership Directories: 1966; 1987; 1990. 

NOTES 

1000 1966 

596 1,003 

194 193 
a a 

{273 {587 
{ { 

a 26 
14 28 
a a 

13 9 
14 20 
15 66 
73 74 

a. Indicates that the category was not listed separately in the Directory. 
b. These categories included in "Other." 

1972 1979 

1 ,379 1,669 

'.YJ7 617 
a a 

410 394 
215 176 
152 130 
45 100 

a 94 
14 13 
25 23 
52 '.Y3 
99 86 

1984d 

1 ,346 

469 
a 

298 
116 
104 
89 

1 17 
11  
8 

27 
107 

1987d 1990d 

1,436 1 ,502 

475 452 
a 146 

319 334 
164 120 
106 131 
91 67 

126 88 
b b 
b b 
b b 

155 154 

c. There are significant differences between the group figures for 1979 and 1984 shown for the National IRRA in the tables on pages 399 
and 405 of the 1990 Directory. We have used the figures on page 399 because of the greater detail. However, the sum of the individual items 
on page 399 is 4669, not 4665. Similarly for 1984 there are differences between the two tables. For 1984 as well we used the figures on page 
399. 
d. Member statistics for 1984, 1987 and 1990 do not include several categories that were included in previous years, such as local IRRA 
Chapters, institutions receiving complimentary publications and members who are not current in dues payments. 



EXHIBIT 2 

National IRRA and Local Chapter Membership, 1949-1990, Selected Years, 
Percentage Distribution by Occupational Classification 

1949 1954 1980 1966 1972 1979 1984d 1987d 1990d 
;; 
::c 
:> 

LOCAL CHAPTERS 100 100 100 100 100 100 :1: 
Academic 15 12 1 1  1 1  9 8 

>-l 
::t 

Student 6 5 4 3 4 3 :> 
Government 17 1 1  15 12 10 1 1  z 
Arb., Legal, Consult 16 17 17 19 21 25 z 
Business 30 33 29 30 26 25 c 
Union 16 22 24 22 21 24 :> 

L' 
Other 4 9 4 '"C:l 

::c 

NATIONAL IRRA 100 100 100 100 100 100 100 100 100 
0 n 

c c trl 
Academic 35 37 44 38 40 36 33 30 31 trl 0 
Student a a a 6 4 8 7 6 7 z Government 12 12 12 15 14 12 9 9 9 0 
Arb., Legal, Consult 17 14 11 1 1  13 15 20 22 22 C/J 
Business 29 30 26 19 18 17 19 20 18 
Union 7 7 6 6 6 7 8 9 10 
Other a a 1 5 5 5 4 4 3 



EXHIBIT 2-(Continued) 

National IRRA and Local Chapter Membership, 1949-1990, Selected Years, ...., 
Percentage Distribution by Occupational Classification :r: 1:'1 

1949 1954 1960 1966 1972 1979 1984d 1987d 1990d ..., c::: ...., 
NATL ACAD. BY DISCIP. 100 100 100 100 100 100 100 100 100 c::: ::0 

IR a 21 33 19 27 Jl 35 33 30 1:'1 

HR a a a a a a a a 10 0 
Econ. {56 {52 {46 {59 30 24 22 22 22 ..., 
Bus. Admin. { { { { 16 1 1  9 1 1  9 ;; 
Admin. a a a 3 1 1  8 8 7 8 ;> 
Law 8 4 2 3 3 6 7 6 4 z 
Org. Beh./Pers. a a a a a 6 9 9 6 0 
Pol. Sc. 4 2 2 1 1 1 1 b b ;; Psych. 8 4 2 2 2 1 1 b b ::0 
Soc. 7 4 3 7 4 2 2 b b ;> 
Other 17 13 12 7 7 5 8 1 1  10 
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These developments suggest that the IRRA should consider adding 
purposes that focus directly on industrial relations as a profession as 
well as viewing industrial relations as a multidisciplinary field. What is 
clearly occurring is that the field of industrial relations is dividing into 
research conducted by various persons within their own disciplines, 
and research as well as practice by those who consider themselves to 
be primarily in industrial relations and human resource management. 
From the perspective of universities and colleges, such a focus would 
be consistent with academic units that combine industrial relations and 
human resource management, as well as organization behavior in 
some cases. (Meltz, 1992) . 

A shift in the emphasis of the national IRRA from a multidisci
plinary approach to a more concentrated focus on industrial relations 
along with human resource management would also be consistent with 
what is happening in the local chapters and in the national IRRA 
outside of the academic component. In both these sectors the fastest 
growing areas are those relating to the practice of industrial relations. 
Such a shift in emphasis may also be timely in view of the recent 
decline in membership in the national IRRA and in view of the local 
chapters. 

The human resource management field seems to still be expanding. 
In 1990 there were 1502 academic members of the national lRRA, of 
whom 146 indicated their primary academic base was human 
resources. In 1991 the Academy of Management had 2224 members in 
their Personnel and Human Resource division. A majority of these are 
professors but students and practitioners are also included. The 
American Management Association, which is a practitioner organiza
tion, has an estimated 75,000 members of whom perhaps the largest 
group are in human resource management. The Society for Human 
Resource Management has a membership of approximately 45,000. 

Kaufman (1991)  has documented that in the early years of growth 
in the industrial relations field, personnel practitioners considered 
themselves part of industrial relations. However, within a decade after 
the founding of the IRRA and with the publication of Dunlop's 
Industrial Relations Systems (1958), the personnel area was viewed by 
industrial relationists as being outside their field. Dunlop's (1958) 
model of industrial relations does not include personnel management. 
The time may be right for industrial relations to rethink its relationship 
with human resource management. With the decline of other disci
plines within the IRRA and an increasing concentration of academic 
and practitioner membership on industrial relations along with human 
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resources and labor market economics, it would seem entirely appro
priate to reconsider whether its purposes should only include being a 
broad-based multidisciplinary association. An alternative would be for 
the IRRA to place increasing emphasis on being a professional associ
ation. 

The Activities of Professional Associations and the I IR RA 

There are many varieties of professional associations. Some are in 
professions that are licensed and others operate more informally. Most 
professions are concerned with the standards for obtaining profession
al competency, the maintenance and upgrading of the competency of 
those in the profession, the mechanisms to deal with members who are 
not performing competently, the supply and demand for persons 
trained in the professions, the rates of remuneration for the profession, 
and mutual benefits and pensions. Licensed professionals may be 
directly involved in controlling supply by regulating entry into the 
profession or by having an important voice along with government 
agencies in determining the supply (for example, physicians, dentists) .  
Most academic professions d o  not directly control certification but are 
involved in peer review for accreditation of graduate academic de
partments in universities. A few academic professions such as psychol
ogy have formal accreditation processes. Exhibit 3 summarizes the 
major functions performed by professional associations. 

Academic professional associations perform most of these func
tions except for fee setting and, in general, except for directly setting 
standards. The earnings of persons in the profession may be a subject 

EXHIBIT 3 

Major Functions Performed by Professional Associations 

L Setting standards for the profession. 
2. Accrediting institutions which train the professionals. 
3. Controlling the supply (entrants and/or graduations from professional programs) . 
4. Monitoring and perhaps even influencing the demand for the professionals. 
5. Assisting in marketing graduates (bringing supply and demand together) . 
6. Maintenance of enforcement of standards of competency for those working in the 

profession. 
7. Upgrading persons in the profession, including assisting in the learning of new 

techniques, approaches, developments. 
8. Developing standards for fees to be charged for various professional sources, 

possibly including the enforcement of fee structures. 
9. Providing vehicles for communication among members including annual meetings, 

journals, other publications of new developments, special training sessions, etc. 
10. Mutual protection and benefits including insurance (and malpractice insurance), 

pensions, etc. 
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of discussion but it is usually not a focus of action. This is left to unions 
in universities that have collective agreements and where the rates are 
set by rank although occasionally certain groups of professors may 
have separate bargaining units, such as law school professors or 
business school professors. 

The major activities of the IRRA are faithful to its mandate. The 
IRRA organizes an annual winter meeting and an annual spring 
meeting to provide a forum for the discussion and dissemination of the 
results of research on industrial relations subjects. The proceedings of 
the winter and spring meetings are published by the association. The 
IRRA also commissions research volumes to examine specific subjects. 
Recent topics for research volumes include the volumes: The State of 
the Unions (1991) and New Developments in Worker Training: A 
Legacy for the 1990s (1990) .  The IRRA does not have its own journal, 
although Cornell University's Industrial and Labour Relations Review 
might informally be considered the association's journal. 

A major component of the IRRA is the local chapters which 
function semiautonomously from the national association. These 
chapters have a much higher proportion of practitioners than the 
national association. The chapters have regular meetings to discuss 
issues of concern to IR practitioners and, for the most part, do not 
publish papers or the results of their discussions. Members of local 
chapters are not required to belong to the national IRRA.  

The IRRA also operates an employment market for jobs at  the 
annual winter meetings. The association recently instituted a doctoral 
consortium as well as poster sessions that provide opportunities for 
doctoral students to present their research in progress. In addition, the 
subject of the teaching of industrial relations is, on occasion, included 
in the annual winter meetings. Comprehensive review committees on 
the activities of the IRRA have reported in 1977 (Lester) and 1988 
(Kerr and Dunlop) .  The bulk of these reports has focused on the 
relationship between practitioners and academics in general, and their 
respective roles in the winter and spring meetings in p:; rticular. The 
other main topic concerns research publications. In 1978 the IRRA 
established a standing committee on the market for the services of 
trained personnel in the industrial relations field, but there was no 
subsequent reference to this committee, and it does not appear in the 
list of current standing committees. 

The annual winter meetings are the primary gathering place of 
national IRRA members who are academics. The proceedings are a 
good record of the research in progress in the field. The research 
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volumes are detailed probings of research in specialized subjects 
within industrial relations. 

If we compare the activities of the national IRRA with the func
tions of professional associations as summarized in Exhibit 3, certain 
activities play a greater role than others. Of the functions that are 
identified, four relate to the mandate the IRRA has set for itself: 
encouraging research and disseminating the results. These functions 
are item 9, providing vehicles for communication; item 7, some 
upgrading of persons by means of disseminating research; item 5, 
some assisting of marketing of graduates; and a little activity that 
could be said to be directed toward item 6, the maintenance (but not 
the enforcement) of standards of competency through discussing the 
teaching of industrial relations. 

The purposes that the IRRA has set for itself seem to narrow the 
range of focus of its activities as a professional association. The 
question we will ask is whether the IRRA should expand its purposes 
and thereby broaden the range of its activities as a profession. 

Should the iRIRA Add to its !Purposes Activities More !Focused 
on Industrial Relations as a Profession? 

The question of whether the IRRA should add to its purposes 
activities more focused on industrial relations as a profession is closely 
connected with the question of whether industrial relations is a 
discipline and/or a profession or whether it is simply a multidiscipli
nary field of study. The question of what IR is has been the subject of 
debate for more than three decades. In 1958, Dunlop published 
Industrial Relations Systems with the intention and the prescription to 
make industrial relations a discipline in its own right " . . .  on the same 
logical plane as an economic system . ." (p. 4-5) . In 1969 Heneman 
said that IR was on its way to becoming a discipline and he indicated 
what was needed to make it a full discipline. In 1974 Laffer said that 
IR was almost a discipline and he coined the term "industrial 
relationist." However, Bar bash ( 1984), and Hebert, Jain and Meltz 
(1989) , refer to industrial relations as both a field of study and a 
discipline. 

As a field of study, the objectives of the IRRA may be adequate in 
promoting research and encouraging its dissemination. As a discipline 
or profession the objectives seem overly limited particularly for the 
almost 500 academics whose primary identification is with industrial 
relations. By discipline I mean academic units based on scholarship 
and teaching in industrial relations as I have discussed elsewhere 
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(Meltz, 1992) . Even for practitioners in business, government and 
unions, as well as arbitrators, legal and consultants, there should be 
some benefits for the field/ discipline as a whole, as well as self
interest, in increasing the range of professional activities at the national 
level. To begin with this would mean adding to its goals the 
enhancement of industrial relations as a profession for those who are 
teaching, conducting research, and practicing in the field. Considera
tion might also be given to including human resource management 
along with industrial relations. The addition of a profession-centred 
goal would imply dropping the word research from the title. The new 
title of the association could be the American Industrial Relations 
Association or the American Industrial Relations and Human Resource 
Association. An appropriate alternative would be the American 
Employment Relations Association. 

A greater focus on industrial relations and human resource 
management as a profession will clearly require discussion within the 
association. 

IPossib�a Additional Activities for il:lhe iiRIR!A 

I f  the IRRA is to  enhance the industrial relations profession there 
are a number of additional activities that the IRRA should consider. 
These activities would include an ongoing committee to examine the 
standards of training and practice in industrial relations, a committee 
to explore the relationship between the fields of industrial relations 
and human resource management, and a committee to monitor trends 
in demand and supply for persons trained in industrial relations (to 
implement what the 1978 committee doesn't seem to have done) .  Ex
isting committees should explore the provision of additional vehicles 
for communication among members and local chapters and should 
consider methods for mutual protection and career enhancement of 
persons employed in industrial relations. 

The American Economic Association (AEA) undertakes most of 
these activities for a membership approximately 60 percent larger than 
the combined total of the national IRRA and the local chapters. If only 
the national memberships are considered then the AEA's 21,578 
membership is 4.5 times the IRRA. Considering the huge number of 
persons employed in industrial relations and human resource 
management, it seems appropriate to have a professional association 
for industrial relationists since there are several for human resource 
managers and officials. In 1980 in the United States 625,000 persons 
were employed as personnel and industrial relations managers and 
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officers. There were 93,500 economists. The comparable employment 
figures for IR/HR people in Canada in 1986 were 68,305 along with 
14,785 economists (Meltz, 1992) . 

Standards of Training 

The directors of IR academic units meet at the same time at the 
IRRA meetings. Should this group, in conjunction with the IRRA, have 
a regular committee to explore and report on the standards of training 
and practice of industrial relations? Such a committee would highlight 
the importance of training and its link with practice in the field. This 
is particularly important given the large number of persons working in 
industrial relations. 

The Relationship between IR and HR 

Along with the examination of the standards of training and 
practice in industrial relations there should be an exploration of the 
relationship between the training and practice of persons employed in 
industrial relations and in human resource management. Traditionally 
industrial relations specialists have dealt with employees organized by 
trade unions while personnel (now generally referred to as human 
resource) specialists dealt with nonunionized personnel. Not only has 
the unionized sector shrunk in the United States (Meltz, 1985; 1990) ,  
but the range of  activities and interests of human resource specialists 
has expanded (Stone and Meltz, 1988). The division between the two 
approaches to employment relations may be responsible along with 
some other factors (Keenoy, 1982; Kaufman, 1991; and Meltz, 1992), 
for the limited number of formal academic programs for the training 
of persons in IR/HR. 

Whatever the cause of the limited extent of formal university 
training opportunities in IR, an important step in increasing the extent 
of university training must begin with the development of formal links 
between industrial relations and human resource management either 
within the IRRA or through links between the IRRA and those associ
ations that have significant numbers of human resource specialists, 
such as the Academy of Management, the American Management As
sociation and the Society for Human Resource Management. 

Monitoring Trends in Demand and Supply 

Most members of a profession are interested in what is happening 
to their profession, both in terms of employment and earnings as well 
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as the outlook for the future. The IRRA should do what was implied 
by the 1978 proposal for a standing committee on the market for the 
services of trained personnel in the industrial relations field. The 
American Economic Association has a Director of Job Openings for 
Economists and a Committee on Economic Education. 

Vehicles for Communication by and Among IRRA Members 

At present the IRRA publishes high level research volumes on 
subjects of interest to persons in the field of industrial relations along 
with the proceedings of the annual winter and spring meetings. While 
these publications are very worthwhile, aside from the periodic IRRA 
bulletins, the vehicles for communication are already existing journals. 
I understand the subject of an IRRA journal has been explored in the 
past but perhaps it is appropriate to consider a different type of 
journal for the IRRA. The association may want to consider 
developing a regular journal that would include professional activities 
and developments along with research reports. S ince over 60 percent 
of the national IRRA members are nonacademics or students, and 
almost 90 percent of the local chapter members are nonacademics 
or students, perhaps a different type of communication vehicle should 
be considered to advance the professional nature of industrial rela
tions. 

Additional vehicles for formal communication would include 
representation of the IRRA on statistical, research and other relevant 
associations that can contribute to the professional advancement of 
IRRA members. The American Economic Association is represented 
on a number of councils that are relevant to the IRRA as a profession
al association such as the American Association for the Advancement 
of Science, the National Bureau of Economic Research and Social 
Science Research Council. 

Career Advancement 

In addition to the above suggestions there could be other activities 
that advance careers of persons in IR. Such activities could include 
professional designations and advanced training for persons employed 
in IR. In the province of Ontario the legislature has just granted the 
formal designation of Human Resource Professional. The Ontario 
designation includes training in industrial relations. Whether the IRRA 
promoted a purely IR designation or one in conjunction with human 
resources, such an approach should be explored. 
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Concluding Comments 

As its name implies, the Industrial Relation's Research Association 
has largely focused its national activities on research. At the local 
chapter level discussion of practitioner-oriented issues has been the 
norm. Membership at the local chapter level has far outstripped the 
national level. Research is conducted primarily by academics yet the 
proportion of academics in the national membership has declined to 
less than one-third, while at the local chapter level it is less than one
tenth. 

The composition of academic membership has also changed. 
Although the stated purposes of the association are the encouragement 
of research in all aspects of the field of labor, multidisciplinary 
membership has declined to a fraction with the virtual disappearance 
of members from political science, psychology and sociology and the 
rapid decline in the number from law. Instead, the academic members 
are increasingly concentrated in industrial relations, labor market 
economics and human resource management. 

These developments suggest that the association consider giving 
more weight to industrial relations as a profession, possibly practiced 
in combination with human resource management. This would mean 
that the association add to its stated purposes the goal of enhancing 
industrial relations as a profession for those who are teaching, 
conducting research, and practicing in the field. It may also mean 
changing the name of IRRA to indicate that industrial relations is a 
profession and not just a field of study. The profession may be called 
employment relations. 
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i nd u str i a !  Re l at ions is  Al i ve a nd We n 
( B ut Cha ng i ng )  

F .  DoNAL O'BRIEN 
Metropolitan Water Reclamation District of Greater Chicago 

Bruce Kaufman's charge to this panel was to consider questions 
regarding the future of industrial relations as a vocational practice and 
field of study and the implications of the answers to those questions 
for the future of IRRA. Related questions we were to examine include 
(1)  Is industrial relations the same as human resources? and (2) If union 
numbers decline, will industrial relations go the way of the cigar
makers' and cordwainers' unions? We were also to offer our thoughts 
on the Kerr-Dunlop Report and to discuss the choices IRRA should 
make to stay vital. 

I speak from the perspective of the public sector practitioner and 
local chapter and national member. My contentions, therefore, will be 
bolstered largely by anecdotal evidence and personal experience, plus 
the reflections of some of our learned members from the IRRA's 
various constituencies. Since I served on the Kerr-Dunlop Committee, 
I will offer some ruminations on its 1988 report and its implications for 
the association's future. 

My central thesis is that industrial relations in the U.S.  isn't going 
away, nor is it going to be the same as it has been. The decline in U.S.  
manufacturing volume and the accompanying reductions in work 
force have been well documented, as has the associated decline in 
union membership. The public sector, however, has seen a steady 
increase in union organizing and collective bargaining. My view is that 
employment is shifting to other sectors of the economy, and wherever 
there is an increase in employment, ultimately we will see a resurgence 
of unions there. We are seeing activity in local chapters of the !RRA 
that reflect this (for example, public sector-related memberships have 
increased in some chapters) .  I submit that these phenomena have 
implications for the IRRA; specifically that the IRRA continue to 
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extend both chapters' activities and scholarly review into these areas to 
attract and retain members from all these communities. 

Let's examine the changing composition of the U.S .  work force. 
The 1991 Research Volume of IRRA (edited by George Strauss, Daniel 
Gallagher and Jack Fiorito) explores the state of the unions in 
considerable detail. In addition to several in-depth treatments of the 
structures, composition, and history of American organized labor, this 
volume peers into the future. Tom Kochan and Kirsten Wever ( 1991)  
examine the vital role played by organized labor as  a voice in national 
policy-making, especially during times of significant political 
upheaval. Michael Piore (1991)  argues that new forms of unionism, 
e.g. ,  community-based unions, as well as traditional company-based 
and craft unions, will provide the response needed by employees for 
representation with new or changed employers. He also looks to the 
gains of public sector unions as a model for success in organizing and 
growth. In commenting on the Kochan-Wever and Piore pieces, 
Douglas Fraser (1991 )  notes that the success of the AFSCME 
organizing effort at Harvard University demonstrates that new and 
different situations require targeted, or tailored tactics, and that labor 
can and must rise to this challenge. He also predicts increasing 
politicization of the U.S .  labor movement. 

From my less lofty perspective, it appears that more of our local 
chapter members are public sector union officials and public sector 
management people . Although our national office membership 
statistics do not break out public sector labor or management as 
discrete groups, an unscientific sampling, and indeed the composition 
of the Chapter Advisory Committee, suggest that this segment of local 
chapters is strong and growing. The Chicago Chapter, for example, 
has approximately two hundred members, of whom 30 are clearly 
public sector. Other urban chapters reflect similar patterns. Kay 
Hutchison of the national office agrees; and says that, while the 
"government" category of national membership has remained more or 
less constant, her impression is that local membership of public sector 
people has grown. The implication is clear: this is an area where the 
IRRA needs to recruit and where our scholars need to train their lenses 
to give practitioners the benefit of their analysis. We also need to 
market the benefits of national association membership to those local 
chapter members who are not yet national members. 

Following what Pion' and others have suggested, I believe that 
new forms of unionism and the growth of unions in other parts of the 
economy will provide new areas to study and new members to bring 
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to our discussion forums. I share the contrarian view expressed by 
Tom Geohegan (1991)  that organized labor will rebound from its 
current membership slump: 

Well, to sum up all this old history: Labor boomed in the 
1880's, went bust in the 1890's, then boomed in the 1900's, and 
went bust in the 192l.l's. Or something like that. Then it really 
went bust-flat, dead bust-in the 1920's. I mean even deader 
than now. Which is, of course, what gives people like me so 
much hope. 

So with the expected upturn in union membership, there will be an 
upturn in interest in the field and increased discussion. That is the meat 
and potatoes of this association. Meanwhile, there are plenty of other 
aspects of the employee-employer relationship to probe. This 
organization will be the keeper of the flame through the low and high 
membership phases of organized labor's life cycles. 

Turning to the human resources/industrial relations issue, my view 
is that regardless of the label, we are studying the behavior of groups 
of people in the workplace. I don't particularly care for either term, 
"industrial relations" or "human resources." I understand that human 
resources has taken on a "nonunion" or "antiunion" cachet for some, 
and a more "managerial decision-making element" flavor for others. 
But I think this is baggage that has been added to the terms rather than 
concepts that are inherent in them. If we can continue to emphasize 
that industrial relations, human resources, or employee relations are 
concerned with how people in groups organize or are gathered to a 
common purpose at work and to further emphasize that our academic 
study concentrates on all aspects of these relationships-legal, 
economic, psychological, sociological, ethical, and historical-then the 
IRRA as an organization will continue to serve a purpose and serve as 
a useful forum for its members. 

That provides me with a segue to the Kerr-Dunlop Committee's 
deliberations and report. As the IRRA approached its 40th anniversary 
this special committee reexamined the several original purposes of the 
association: (1 )  to provide a bridge between academics and practition
ers; (2) to provide a meeting ground for management, labor, and gov
ernment representatives, in a nonadversarial setting; (3) to draw to
gether scholars from many disciplines that study industrial relations; 
(4) to encourage interchange with and study of the Canadian systems 
of industrial relations; and (5) to provide a bridge between the nation
al association and local chapters of the association. 
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It went on to report on "problems, challenges, and bridging tasks," 
and to recommend the creation of groups to examine and propose 
concrete actions in the areas of improving local chapter relations, 
strengthening spring and winter meetings, and maintaining the high 
quality of the association's scholarly publications. Following that, 
other working groups and an ad hoc committee were created to 
implement the recommendations developed. 

Having participated in the discussions preceding the creation of 
that report, I believe that the Kerr-Dunlop efforts provided a valuable 
review of where we've come from and useful guidance on how to 
proceed into the last decade of the century. They reexamined the 
vision of this organization as academically multidisciplinary, and as a 
roof under which the many practitioner communities and scholars can 
come together. This continues to be the main attraction for scholars 
and practitioners, from new as well as long-established schools and 
employment communities. The association should continue to 
advertise these assets as the distinguishing features of IRRA. The 
competition, especially the Academy of Management, appeals to 
narrow segments of our potential members; and the various labor or 
management associations are obviously dedicated to purposes other 
than the fair, open exchange of ideas in nonadversarial settings that 
this organization fosters. 

So I conclude that the IRRA still has, and will continue to have, 
something unique to offer to a dynamic marketplace. N ew workers, 
new worker organizations, new scholars, and new managers will join 
with union leaders, employers' representatives, and established 
teachers in studying and learning how people work together in a 
changing, global economy. The IRRA provides the house for us all to 
gather in, and I believe it will grow if we continue to let our colleagues 
know of its value. 
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Strateg ic  C h o i ces Fac i n g  I R  
a nd t h e  I R RA 

BRUCE E. KAUFMAN 
Georgia State University 

Kochan, Katz, and McKersie ( 1986) have made a persuasive case 
that the industrial relations system in the United States is in the throes 
of a fundamental transformation. Less discussed, but no less real, is the 
similar transformation that is taking place in the academic field of 
industrial relations (IR) .  In particular, it is  the thesis of this paper that 
academic IR in the United States is experiencing a serious decline in its 
organizational and intellectual vitality, and that this decline threatens 
the continued viability of IR academic programs, the Industrial 
Relations Research Association (IRRA), and IR as a field of study. In 
this paper I endeavor to document this transformation, identify its root 
causes, and describe a strategy that has the potential for reversing the 
field's declining fortunes. 

iiR in Dec�iiTie 

A palpable sense exists among IR academics that the field is in 
danger of marginalization, if not extinction. Indicative of this 
sentiment is the statement by Arnold Weber (1987, p. 9) : "Will 
industrial relations institutes and the study of industrial relations go the 
way of home economics?", by George Strauss ( 1989, p. 257) that: 
"Short of an unexpected resurgence of union victories academic IR 
will have to make major readjustments. Otherwise, it may follow the 
example of the Cigarmakers and the Sleeping Car Porters, both 
leaders of their times," and by James Begin ( 1987, p. 473) : "The IR 
label will die hard at many institutions, but one scenario is that in time 
it will disappear as a disciplinary label if collective bargaining as an 
employee decision-making mechanism does not stabilize or recover." 

Is this doom and gloom justified, or does it represent an exagger
ated sense of alarm? The evidence suggests that there are indeed 
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good reasons for concern. The two major institutions of IR as an 
academic field of study are the industrial relations academic programs 
and the IRRA, the field's major professional association. Both 
institutions weakened noticeably over the 1980s. Consider first the IR 
academic programs. 

The cornerstone of academic IR in the United States is the roughly 
two dozen industrial relations schools, institutes, and centers. The 
leading examples are at Cornell, Illinois, Minnesota, Wisconsin, 
Rutgers, Berkeley and UCLA. These units are the heart and soul of 
academic IR in that they offer degree programs in industrial relations 
(UCLA and Berkeley excepted), train many of the new Ph.D.s for the 
field, provide an organizational home for faculty interested in research 
and teaching in industrial relations, contain many of the most 
influential IR scholars, and provide a publishing outlet for IR research 
through sponsored journals and monograph series. 

The good news in the 1980s is that the top tier IR programs 
weathered the decade intact and actually experienced a modest 
increase in enrollments. The bad news is that the remainder of the 
population of IR programs suffered significant attrition. To the best of 
my knowledge no new degree granting, autonomous IR-labelled units 
were established in the 1980s. The number of existing IR programs, on 
the other hand, declined significantly. Some units (e.g., Chicago, 
Columbia, Pace) were disbanded, others (e .g. ,  Massachusetts, 
Michigan) suffered a substantial cutback in funding and/or faculty, 
while others (e.g., Purdue, Iowa, Georgia State) dropped the IR label 
and shifted their focus from industrial relations to human resources . 
Should these trends continue, as I predict they will, not even the top 
tier IR programs will be safe in the 1990s. 

A review of the evidence also indicates that the IRRA suffered a 
net erosion of strength during the 1980s. One dimension is the decline 
in the number of academic members that belong to the organization 
and in the breadth of their disciplinary representation. From 1979 to 
1990, academic membership of the national IRRA declined 6 percent 
(from 1 ,590 to 1,499), while at the same time (1981-1990) academic 
membership in the organizational behavior (OB) and personnel/ 
human resource management (HRM) tracks of the Academy of 
Management grew 42 percent (from 3,580 to 5,078) . The disciplinary 
breadth of the IRRA membership also diminished, particularly among 
faculty from the behavioral sciences. In 1990, for example, IRRA 
members who listed their specialty area of study as human resources, 
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organizational behavior, sociology or psychology comprised only 15 
percent of academics affiliated with the organization. 

A second dimension of decline is the growing thinness of 
intellectual talent attracted to the IRRA. The calibre of intellect in an 
organization is difficult to measure, but I believe that anyone familiar 
with the IRRA recognizes that it no longer attracts as many of the best 
and the brightest scholars to participate in its activities. I have 
assembled two admittedly circumstantial pieces of evidence to back 
up this claim. Many labor economists, for example, would consider the 
meetings of the Labor Studies group of the National Bureau of 
Economic Research (NBER) to be the leading forum for state of the 
art economics research on employment relations issues. It is telling, 
therefore, that only 28 percent of the members of this group belong to 
the IRRA (and a much smaller fraction are active and committed 
participants) .  The second piece of evidence pertains to researchers in 
human resources management. Of the 30 people on the editorial board 
of Human Resource Management Review, only 9 (30 percent) are 
IRRA members. 

The third dimension of decline is the growing gap and lack of 
interaction between the academic and practitioner wings of the IRRA. 
One of the fundamental goals of the founders of the IRRA was to 
promote a cross-fertilization of ideas and perspectives between 
academics and practitioners, enriching both the study and practice of 
industrial relations. Over time, however, the two sides have grown 
apart until they largely inhabit separate worlds. The domain of the 
academics is the winter meeting of the IRRA, an event that attracts 
mainly professors and graduate students who present and discuss 
academic research that increasingly has little input from or relevance 
to practitioners. The domain of the practitioners, on the other hand, is 
the local IRRA chapter meetings, events sparsely attended by 
academics and to which they usually contribute little. 

Roots of Decline: The Field 

The decline in academic IR is a direct consequence of the 
narrowing and hollowing-out of the field that took place after the 
"golden age" period of the 1950s. As I have documented elsewhere 
(Kaufman, 1993), from the founding of the field in the 1920s to the late 
1950s industrial relations was composed of two "wings" or schools of 
thought. One was what I have labelled the institutional labor 
economics (ILE) school, the other the personnel management (PM) 
school. The fundamental dividing line between the two is in their 
approach to improving efficiency, equity, and human well-being in 
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the workplace, a goal that I claim is the essence of the study and 
practice of industrial relations. 

Briefly stated, the members of the PM school held that labor 
problems such as strikes, low work effort and arbitrary discipline are 
largely due to defective management practices and that the best 
approach to resolve these problems (i.e., to achieve improved 
industrial r�lations) is through more scientific and humane manage
ment methods, most particularly through the practice of human 
relations and a nonunion form of employee representation. The goal of 
the�e improved management methods is to create a congruence of 
interests between managers and workers, thus providing employees 
with incentives for efficiency and eliminating the causes of  
adversarialism and conflict .  The PM school originated with 
management practitioners and consultants in the early 1920s (persons 
such as Clarence J. Hicks and Ordway Tead),  entered academe 
through Elton Mayo and the Hawthorne experiments in the 1930s, and 
by the late 1950s had grown to include the fields of human relations 
(later organizational behavior) ,  industrial psychology, personnel 
management, and a portion of industrial sociology. 

The ILE school of industrial relations was born out of the writings 
of various institutional labor economists in the 1910s and 1920s, most 
notably John R. Commons. By the 1950s the ILE school had expanded 
to include not only the institutionalists of the Wisconsin school but also 
the "neoinstitutionalists" (e.g., John Dunlop, Clark Kerr, Richard 
Lester) and a number of scholars from law, history, political science 
and a portion of industrial sociology. The proponents of the ILE 
school maintained that labor problems originate from three 
"peculiarities" in the market system: the first is substandard wages and 
working conditions due to labor's inequality of bargaining power; the 
second is employment and income insecurity due to the boom and 
bust pattern of the business cycle, the occurrence of industrial 
accidents, and lack of protection against arbitrary dismissal; and the 
third is the authoritarian nature of the traditional master/servant 
relationship in industry and the consequent lack of due process and 
protection from capricious or unjust management decisions. These 
peculiarities, and the labor problems they create, are best resolved in 
the ILE view through several institutional interventions, including the 
promotion of trade unionism and collective bargaining, passage of 
protective labor legislation and social insurance laws (e.g., minimum 
wage, unemployment insurance) ,  and full employment monetary 
policies by the Federal Reserve. 
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In the early 1950s it was widely accepted that industrial relations 
subsumed within its intellectual boundaries both the PM and ILE 
schools of thought and, in particular, the subjects of personnel 
management (later HRM/OB) and labor-management relations. As a 
field of study, therefore, IR had a legitimate claim to cover the entire 
employment relationship, for research and teaching in IR covered 
both the management and union side and did so from a behavioral and 
nonbehavioral perspective (Willensky, 1954). Given the wide range of 
subjects and disciplines included in ffi, and the great public and 
academic interest in industrial relations due to the tumultuous nature 
of labor-management relations at the time, the field attracted a large 
number of influential scholars who generated numerous highly 
acclaimed works of research. 

Thirty years later, IR as a field of study was much more narrowly 
constituted and had suffered a significant hollowing-out of intellectual 
talent. The narrowing and hollowing-out of IR was manifest in two 
developments. 

One was that the PM school split off from industrial relations and 
gradually metamorphosized into a rival approach to the study of 
employment relations under the "HR" (human resources) label. Thus, 
where IR had once been a confederation of the management/ 
behavioral science-oriented PM school and the union/ economics
oriented ILE school, after 1960 the fields of personnel management/ 
HRM, organizational behavior, industrial sociology and industrial 
psychology largely went their own way, leaving IR as only one-half of 
its former self ( the ILE school) . This meant that IR gradually acquired 
the intellectual persona of the ILE school and, most particularly, an 
association with the study of trade unionism and labor-management 
relations and a value system that supported the New Deal system of 
employment relations. 

The second development was the gradual estrangement that 
developed between labor economics and industrial relations. During 
the 1950s a close relationship existed between the two fields because 
the neoinstitutional labor economists of the period were receptive to a 
multidisciplinary, social science approach to the study of labor 
markets, an orientation that made industrial relations a natural intel
lectual complement. After 1960, however, labor economics came 
under the sway of neoclassical economists of the Chicago school, such 
as Friedman, Stigler, Lewis, and Becker. Theoretically, the perspec
tive of the Chicago school was antithetical to a close relationship with 
industrial relations because of the former's eschewal of an inclusive, 
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multidisciplinary approach to the analysis of labor markets in favor of 
a narrowly focused application of competitive price theory to any and 
all employment issues. On a policy level the Chicago school also 
parted ways with industrial relations because of the former's hostile 
regard for labor unions and government regulation of employment 
conditions-institutional interventions that formed the core of the ILE 
policy program. 

The result was that by the late 1970s the field of industrial relations 
had shrunk to a considerably reduced intellectual base. The core 
subject area of IR was now perceived to be trade unionism and 
collective bargaining; the committed members of the field were 
comprised largely of institutionally-oriented labor economists and 
academics from other fields who had an interest in some aspect of 
labor-management relations, and the ideology of industrial relations 
was "pro-union" in that the leading scholars were committed to the 
preservation of the institution of collective bargaining and the policy 
program underlying the New Deal industrial relations system. 

This intellectual foundation proved, unfortunately, to be quite 
weak in the face of the events of the 1980s. As is well known, 
organized labor suffered its most serious loss of membership and 
bargaining power since the 1920s, with little prospect for an end to the 
slide in its fortunes. Political support for the New Deal industrial 

relations system also diminished considerably, as revealed by the 
election of Ronald Reagan and George Bush and the lack of public 
outcry over various antilabor actions, such as the firing of the air traffic 
controllers and the widespread use of striker replacements by 
companies. A third adverse development was the continued decline 
and near death of institutionalism in labor economics, a body of 
thought and approach to research that provided the closest thing to a 
theoretical base that industrial relations had. Finally, industrial 
relations was hurt by the continued decline in academic interest in 
interdisciplinary research, given that the original purpose of the field 
was to serve as a bridge between the disciplines for research on the 
employment relationship. The net result of these developments was a 
significant loss of support and interest in academic IR on the part of 
students, academic researchers, university administrators, employers 
in industry, and public officials. From this loss of support flowed the 
decline in the IR academic programs documented earlier, and the 
widespread perception that IR as a field of study is on the endangered 
species list. 
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Roots of Decline: the IRRA 

The IRRA, as the major professional association for the field of 
industrial relations, also suffered a significant loss of support during 
the 1980s. Like IR as a field of study, the origins of this decline date 
several decades earlier. 

The initial impetus for the creation of the IRRA came from a group 
of neoinstitutional or "social science" labor economists. (Richard 
Lester was the prime mover.) They had dual motives in founding the 
organization. One was a geniune interest in industrial relations per se 
(i .e. ,  the multidisciplinary study of the employment relationship) . The 
second motive was to provide an alternative home to the American 
Economics Association (AEA) for more institutionally-oriented labor 
economists who felt that their efforts to broaden labor market theory 
and make it more realistic were rejected or ignored by the "theorists" 
who dominated the AEA. Thus, the first motive was reflected in the 
statement in the IRRA's constitution that one of its purposes was: "the 
encouragement of research in all aspects of the field of labor-social, 
political, economic, legal, and psychological-including employer and 
employee organizations, labor relations, personnel administration, 
social security, and labor legislation." This motive was also reflected in 
the program of the first winter meeting of the IRRA in which a session 
was devoted to papers exploring the contributions of various social 
science disciplines (e.g., psychology, sociology) to IR research. The 
second motive was also manifest in the program and activities of the 
IRRA, however. Examples include the disproportionate number of 
sessions devoted to economics-related topics and the corresonding 
dearth of sessions on human relations/personnel/industrial psychology 
subjects, and the near monopoly on the office of IRRA president 
exercised by economists. 

Although largely unintentional, the policies and practices adopted 
by the IRRA in its early years facilitated and reinforced the narrowing 
and hollowing-out of industrial relations as a field of study. This 
occurrence arose from a contradiction between the two motives noted 
above. While the IRRA and the labor economists who controlled it 
were committed in principle to an inclusivity of viewpoints on the 
subject of employer-employee relations, in practice the organization 
served the research and policy interests of the ILE school and 
promoted its institutional economics/collective bargaining viewpoint, 
while it largely ignored or was hostile toward the management/ 
behavioral science/nonunion viewpoint of the PM school. Because the 
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members of the PM school (most particularly academics associated 
with the Elton Mayo and human relations) were given less than an 
equal political voice in the IRRA and were underrepresented in its 
programs, they largely ceased active involvement in the organization 
by the mid-1960s and gravitated to other organizations, such as the 
Academy of Management. As a result, the academy became the locus 
for academics interested in HRM/OB and metamorphosized into the 
home base for the "HR" approach to employment relations. The 
IRRA, in turn, became the professional organization devoted to the 
study of "IR," where IR was now narrowly construed to mean the ILE 
approach to employment relations. 

The IRRA, like the field of industrial relations and the IR academic 
programs, was seriously hurt by the events of the 1980s. The decline in 
the union movement, the loss of public and political support for the 
New Deal industrial relations system, the demise of institutionalism, 
the shrinkage in IR academic programs and the number of academics 
interested in IR, and the shift in academic job market activities from 
the IRRA to the Academy of Management all reduced professional 
interest in the organization and its raison d' etre for existence. The 
outcome, as documented above, was a significant decline in its 
membership and organizational vitality. 

Strategy for Survival and Growth 

One strategic choice for IR as a field of study and the IRRA as its 
major professional association is maintenance of the status quo. This 
means continuing its traditional focus on trade unionism and collective 
bargaining and its support of the New Deal industrial relations system. 
This option might prove viable if trade unionism and collective 
bargaining stage a rebound in the 1990s, if not in terms of membership 
and bargaining power then at least in terms of perceived utility as a 
device for dealing with today's numerous employment problems. 
While such a rebound is possible, the odds do not favor it. Rather, the 
more likely scenario is that both unions and the traditional collective 
bargaining system will continue to decline in membership, influence, 
and political support. Maintenance of the status quo by IR and the 
IRRA in this environment is likely to doom both institutions to a 
distinctly second class status in the academic world. To prevent this 
outcome, a different strategy is required. The main points of such a 
strategy are outlined below. 

The first task is to broaden and reposition the perceived content 
area of IR as a field of study. I advocate an intermediate position 
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between the current focus (the study of labor-management relations) 
and the fields' original conceptualization ( the study of all aspects of 
the employment relationship)". The former is deficient, I believe, 
because it ties the field's existence to the fortunes of one particular 
institution (the trade union movement), while the latter is too all 
inclusive to provide an effective community of research interests. 
Instead, industrial relations should attempt to position itself as the 
intellectual bridge between the external environment studied in labor 
economics, labor law, and macro sociology and the internal practices, 
behaviors, and outcomes of individual organizations that are the 
province of HRM/OB. IR scholars, then, become the "externalists," 
while HR scholars are the "internalists" (a distinction made by Somers, 
1969) . 

A possible organizing concept for the field, given this orientation, 
is that of "employment systems," where employment systems are 
alternative ways of organizing and managing work (see Osterman, 
1987; Begin, 1991) .  The major topics of discussion in IR shift, 
accordingly, from those related to the practice and outcomes of 
collective bargaining to those dealing with alternative models of 
organizing work, the strategic and tactical considerations that lead 
organizations to adopt one type of work model over another, 
alternative methods of governance used in employment systems, and 
the performance outcomes of these alternative models. Industrial 
relations, with its historic emphasis on the external environment and 
the adaptation of institutions to that environment, is far better 
positioned to examine these issues than are the more psychologically
oriented fields of HRM/OB. The focus on employment systems would 
also help to reintegrate IR with the fields of OB/HRM and labor 
economics, in the first instance because employment systems provide 
a larger role for the consideration of management and management 
practices than does the current focus on labor relations and in the 
second because it provides a more natural entree for labor economists 
interested in the economics of the firm and human resource practices. 

The second tact is for IR and the IRRA to undertake a fundamental 
reexamination of the theoretical and value premises underlying the 
field of industrial relations. The field is currently wedded to the 
theories and values developed by the early institutionalists in support 
of the New Deal-era industrial relations system. Abundant evidence 
suggests, however, that these theories and values, and the legislation 
and institutions they support, are no longer able to adequately deal 
with and resolve the many pressing employment problems affecting 
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both companies and workers. Hence, the field needs to start with a 
clean slate and take a critical, forthright look at what are the major 
employment problems that need attention in the 1990s and then 
identify the best legal and institutional response to resolve those 
problems. The outcome of this reexamination is uncertain; it may be 
concluded, for example, that trade unions and collective bargaining 
remain the best approach and that the nation's labor laws need to be 
strengthened to make these institutions more effective, that a different 
type of employee representation is needed (e.g., European style works 
councils) ,  or that some form of nonunion, participatory management 
style of employer-employee relations is best. In some respects the 
specific answer is less important for academic IR than the fact that 
scholars go through the process, for only by doing so can IR transform 
itself from a reactive, backward-looking field of study to a proactive, 
progressive field. 

A third step of the strategy must be to increase the interaction 
between the academic world of IR and the world of IR practice. It is 
idle to think that IR scholars can successfully identify both the causes 
and solutions to leading employment problems if they have little 
practical knowledge of workplace organization, practices, and 
behaviors. Increasing academic-practitioner interaction is extremely 
difficult to achieve, however, given that the financial and social 
incentives in academe push scholars away from consideration of the 
big questions in IR and from contact with the real world of practice 
toward a style of research that is narrowly focused on issues primarily 
of interest to fellow academics and that is obsessed with ever greater 
theoretical and methodological sophistication. Several actions can 
materially improve the situation, however. The IRRA and IR journals, 
for example, could dedicate space in their publications to case study, 
problem-solving research and actively solicit such research. The IRRA 
could also dedicate the annual spring meeting to practitioner relevant 
research and upgrade the proceedings of that meeting so that it 
attracts top name academics. Finally, unions could advance their cause 
and simultaneously strengthen academic-practitioner links by 
encouraging academics to do case study research of topics such as 
management strategy and tactics in organizing campaigns, collective 
bargaining negotiations, and strikes. 

The fourth part of the strategy concerns various actions that need 
to be taken to strengthen the IRRA as an organization. Suggestions 
include the following: dropping the name "industrial relations" in 
favor of some more topically inclusive, ideologically neutral term; 
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establishing official "tracks" (e.g., labor economics, collective bargain

ing, HRM, etc.) such as is done in the Academy of Management in 
order to promote breadth of membership and session topics; signifi
cantly expanding the number of program sessions and annual research 
volumes dedicated to HR topics or to integrative IR/HR research; 

more aggressively using the IRRA as a home base for the development 
of an institutionally-oriented theory of labor economics (thus building 
on the ILE tradition of industrial relations) ;  giving balanced weight 

and perspective in all association meetings and publications to the 

practice of union and nonunion employment relations; providing 
equal political representation and access to high office to academics 
from the ILE and HR wings and executives/practitioners from non

union companies; and substantially increasing the "quality" of IRRA 
publications so that a greater number of top-flight academic research
ers are motivated to participate in the meetings of the association. 

Conclusion 

The strategic choices facing industrial relations and its major 
professional association, the IRRA, are clear: opt for change and 
revitalization or maintain the status quo and the slide to second class 

status. The strategy of change advocated here is to broaden and up
date the field so that it is again a vital force for progressivism and 
reform in employment relations. Just as the nature of employment 
problems evolves over time, so must the solutions to these problems. 
The failure of IR and the IRRA is that they have become wedded to 
the solutions of the past; the challenge and opportunity awaiting both 
is to take what remains valid from the old and graft to it new theories, 
practices, and policies that can meet the needs of employers and 
workers for increased efficiency, equity, and personal growth in the 
workplace. The future of IR and the IRRA is thus dim or bright 
depending on which strategy is chosen. 
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DISCUSSION 

HoYT N. WHEELER 
University of South Carolina 

What unites these papers is a common opinion that IR as a field of 
study and practice is undergoing sea changes. Their prescriptions for 
dealing with the problems and opportunities created by these changes 
range from emphasizing the development of the IRRA as a 
professional association (Meltz),  to broadening the academic field of 
study and reflecting this in the IRRA (Kaufman),  to being optimistic 
about the outlook for traditional collective bargaining and recognizing 
the changes in the field created by the increased importance of the 
public sector (O'Brien) ,  to pointing out and urging the incorporation 
of basic theory into our work (Fossum). 

Meltz' paper looks at the IRRA for the purpose of evaluating it and 
suggesting changes in it as a professional association. One of his more 
interesting points is the tension between the IRRA's functions of 
serving both the academic field of study and the profession. He urges 
moving in the direction of being a more traditional professional 
organization. 

I agree that we should improve our effectiveness as a professional 
organization. If we are to be successful in this, it seems to me that some 
thought must be given to defining what the profession is. One good 
way to do this is to look to the composition of our local chapters, and 
to be guided by them in deciding how to define ourselves and our 
activities. Where I would tend to disagree with what I perceive to be 
a major thrust of Meltz' argument is that I would also favor reviving 
the academic side of the IRRA enterprise. 

Kaufman's paper looks to the academic side of IR. My basic 
response is that I agree with him. What I find most interesting and 
challenging in his paper is the call to broaden the focus of IR as a field 
of study as it is currently operationalized in the IRRA and the journals. 
I suggest that we move to include, along with human resources, labor 

Author's Address: Dept. of Management, University of South Carolina, Columbia, sc 29208. 

275 



276 IRRA 44TH ANNUAL PROCEEDINGS 

studies, history, and law while we are at it. I agree that the subject of 
concern is the employment relationship and everything that 
proximately affects or is affected by it. However, as I believe the 
Fossum paper shows, it is not contradictory to argue for more 
theoretical development and more attention to practice. Theory 
without practice is useless and practice without theory is rudderless. 

We are extremely fortunate, I believe, to be able to claim 
jurisdiction over the study of the employment relationship at a point in 
history when new attention is being paid to it. This fundamental 

relationship may, as the economists argue, be usefully seen as dealing 
with a commodity called labor. But this is a very peculiar commodity 
indeed. Unlike any other, its sale is consummated only within the 
bounds of a social relationship called employment. This calls for 
understanding of human nature, social relations, social hierarchies, 
markets, power and dominance relations, social roles, and a number of 
other ideas that cut across traditional disciplines. 

O'Brien's paper makes two special contributions to this topic. First, 
he takes a more optimistic view of the future of the labor movement, 
with which I happen to agree, and concludes that the future will be 
better for the historic core area of concern for the IRRA. Second, he 
directs our attention to the changing nature of our field as manufactur
ing declines and services and government employment grow. In a 
sense, his advice is similar to mine in that we both believe that how we 
define our organization should to some degree follow the actual mem
bership that we already have, particularly in our local chapters. Also, 
his optimistic tone is good to hear. 

Fossum agrees with Kaufman that the focus of the field is 
"employment" and that we should not limit ourselves to any one 
model of it. He rather convincingly argues for the relevance of theory 
to the various areas of industrial relations, although I would be inclined 
toward other particular theoretical perspectives in the area of 
collective bargaining. What strikes me as most perceptive in his 
analysis, however, has to do with the underlying reality with which the 
theory must deal. As he notes, the emphasis on "human resources" of 
the 1980s is giving way to employment relations management as an 
integral part of the management of the firm. If we are not to focus 
upon archaic problems we must direct our attention to this and the 
part-time, contracted-out temporary work force of the 1990s. For 
unions, for example, this might mean renewed attention to old craft 
union methods, such as hiring halls and apprenticeship and licensing. 
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All of these papers raise interesting issues and argue for the value of 
such discussions. As Fossum notes, such discussions do not take place 
in some other fields. They are, in my judgment, the poorer for this. 



X I . D I STI N G U I S H E D  PAN E l: S U PR E M E  

C O U RT P H I LO S O PHY O N  LA B O R  

A N D E M P LOYM E NT I S S U ES 

S u pre me Co u rt P h i � osop hy o n  
La bor a nd E m p i oym e nt issu es 

THEODORE J.  ST. ANTOINE 
University of Michigan 

It would not take a confirmed cynic to suggest that the title of this 
paper amounts to an oxymoron. That soft-hearted but tough-minded 
commentator, Florian Bartosic, and his collaborator, Gary Minda, 
came close to putting it in so many words: " [T]he Supreme Court lacks 
a consistent and coherent theory of labor law" (1982) . My own view is 
somewhat different. First, lack of a consistent judicial philosophy is 
not all bad; at least it is better than a consistently wrong philosophy. 
Second, the vacillating theories of the Supreme Court tend to reflect 
the divergent attitudes of American society toward labor over the 
years. These are expressed, for example, in the variegated writings of 
such scholars as Atleson ( 1983), Bok and Dunlop ( 1970) , Cox (1960),  
Northrup ( 1964), Tomlins ( 1985), and Wellington (1968), as well as in 
the quite dissimilar policy pronouncements of Congress in the Wagner 
(1935) and Taft-Hartley (1947) Acts. Finally, and here I most nearly 
agree with Bartosic and Minda, the Supreme Court has at times 
exhibited a profound misconception of the values of organized labor 
and the lives of ordinary working people, minorities and women in 
particular. But in fairness, those instances must be balanced against 
others in which the Court has displayed an almost startling insight into 
the realities of industrial relationships. 
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It is not enough for our highest appellate tribunal to reach even 
right results in individual cases. Principled decision making is essential 
for the guidance of the lower courts and the administrative agencies. 
Sometimes that will mean overriding collective or union values, but at 
least those values deserve to be understood. My aim in this paper is to 
examine several illustrative decisions to demonstrate what I believe is 
a distressing confusion about basic principles and values. I shall first 
look at cases dealing with union-management relations and then at 
those dealing with employment discrimination and affirmative action. 

Union-Management Relations 

Strikes, Picketing, and Boycotts 

Three years ago, in TWA v. Flight Attendants ( 1989), the Supreme 
Court ruled that at the end of an economic strike, an employer could 
retain employees who worked during the strike and not replace them 
with striking employees who had greater seniority, just as it could hire 
new "permanent replacements" from outside. In so holding the Court 
placed American labor law at odds with the law or practice of Western 
Europe and with the International Labor Organization's latest 
interpretation of its guarantee of Freedom of Association (1991 ) .  Yet 
the TWA decision is but a modest and not illogical extension of the 50-
year-old precedent of Mackay Radio ( 1938), which first established an 
employer's right of permanent replacement. Mackay and TWA can be 
seen as trampling over incumbent employees' hard-earned equity in 
their jobs, and as dismissing union people's long-standing, deep-seated 
aversion to strikebreakers, or "scabs." But what could be more in the 
American grain than the individualistic belief that the employer is 
entitled to enlist anyone's aid-and promise permanent employment 
as an inducement-to keep its operations running? In thus elevating 
individual over collective values, the Court was arguably right in tune 
with the mind set of the 1980s. 

To ask someone to make a lawful, independent, and totally 
uncoerced decision not to patronize a particular business would 
appear unexceptionable, and constitutionally protected as well. But if 
that self-same message, the better to be seen, is placed on a large sign 
and carried around, as is the working person's wont, it is no longer an 
appeal to "reason" but instead a "signal" calling for an "automatic 
response" and hence subject to prohibition. So declared the best 
reasoned of several opinions supporting the majority position in 
Safeco (1980) .  The holding was that a union violated the secondary 
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boycott provisions of Taft-Hartley by picketing to urge consumers not 
to buy a particular primary product that constituted the major sales 
item of a neutral distributor. The badly flawed opinion of the Court 
did no more to meet First Amendment objections than to cite earlier 
decisions dealing with picketing addressed to union members. Wholly 
ignored was the important distinction between an appeal to a group, 
acting in accordance with group loyalties and even group discipline, 
and an appeal to individual members of the consuming public, acting 
in accordance with their own individual lights. 

As if to underscore its downgrading of picketing as a means of 
communication, the Supreme Court was prepared in DeBartolo II 
(1988) to engage in some strained statutory construction in order to 
avoid constitutional questions and sustain the legality of handbilling 
asking customers not to shop at any of the stores in a mall where a 
nonunion builder was operating. Apparently picketing, organized 
labor's traditional mode of appeal and protest, falls into an entirely 
different category from handbilling and other methods of communi
cating. Regardless of its peacefulness, its location, or the lawfulness of 
its message if conveyed by another means, picketing may be treated as 
coercive per se and lose the First Amendment protections afforded 
other forms of speech. 

Just when one is beginning to wonder whether the Court disdains 
the values most prized by the labor movement, along comes a line of 
decisions that looks very much in the opposite direction. In the 
National Woodwork ( 1967) and Longshoremen ( 1985) cases, the Court 
overrode the literal boycott language of Taft-Hartley and upheld work 
preservation clauses even though they seriously impaired technologi
cal innovation and productive efficiency in the construction and 
maritime industries. At the forefront of the Court's analysis was the 
primacy accorded free, voluntary collective bargaining, which has 
long occupied an honored place in the Court's pantheon. Perhaps it is 
that "free, voluntary" aspect of union-management negotiations which 
makes collective bargaining so attractive to a number of Justices. As 
we shall see next, however, even this relatively favored institution has 
its definite limitations. 

Collective Bargaining 

Over the past three decades, the most controversial issue regarding 
the scope of the duty to bargain has been the extent to which 
employers must negotiate about managerial decisions that result in a 
shrinkage of employee job opportunities. Under the Kennedy Labor 
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Board a wide range of managerial decisions were reclassified as 
mandatory subjects of bargaining. The Warren Court's Fibreboard 
decision ( 1964) , dealing with the in-plant subcontracting o f  
maintenance work, gave qualified approval to  this development. But 
the Burger Court took a different tack in First National Maintenance 
( 1981 ) .  Although the peculiar facts of FNM could narrow the 
significance of its holding, the case was described by the Court as 
involving "an economically motivated decision to shut down part of a 
business." The Court held, with only Justices Brennan and Marshall 
dissenting, that the employer did not have to negotiate with the union 
about that determination. 

In FNM the Court first declared that a proposed subject must be 
"amenable to resolution" through collective bargaining. Then came a 
balancing test. Bargaining over a managerial decision would be 
required only if the "benefit, for labor-management relations . . . 

outweighs the burden placed on the conduct of the business." As the 
dissenters rightly objected, this supposed balancing tilted the scales 
against legitimate employee interests. It also ignored the increasing 
body of empirical data that union and employee input may greatly 
enhance the quality of management decision making. FNM was 
plainly a retrogressive movement in the Supreme Court's labor 
philosophy. 

If FNM was a backward step, Connell (1975) was a headlong 
retreat. The Supreme Court held that a union lost its federal antitrust 
immunity when it sought and obtained an agreement from a general 
contractor that the latter would subcontract mechanical work only to 
firms that had a current contract with the union. For my purposes, the 
most significant aspect of the Court's decision was its characterization 
of the union's action as an attempted exclusion of potential business 
competitors from the subcontracting field, a matter of product market 
and antitrust concern. Surely most industrial relations experts would 
see the union's action as an effort to organize nonunion firms, a matter 
of labor market and labor law concern. Fortunately, in the subsequent 
Woelke & Romero case ( 1982) , the Court limited Connell and held 
that a union was entitled to get a union-only subcontracting clause as 
long as it had a regular collective bargaining relationship with the 
employer. Connell remains important, however, in showing how 
critical rna y be the lens through which the Justices view a problem: is 
it a labor issue, or something else? 

One aspect of collective bargaining has always been held in high 
esteem by the Supreme Court, namely, the provision for final and 
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binding arbitration of disputes between unions and employers. In part 
the explanation may be that arbitration implements one of the Courfs 
most fervently espoused values, industrial peace. In part the 
explanation may be that arbitration saves the federal judiciary from 
what could be the crushing burden of adjudicating claims under more 
than 100,000 collective bargaining agreements across the country. At 
any rate, the Court in the Misco case (1987) did not even stop short of 
enforcing an arbitral award reinstating a discharged employee, despite 
the employer's contention that the award violated public policy by 
putting back on a dangerous paper-cutting machine a worker who had 
been fired for smoking marijuana. 

Race and Sex Discrimination 

The Concept of "Discrimination" 

Title VII of the 1964 Civil Rights Act forbids an employer or a 
union to "discriminate" in employment because of an "individual's 
race, color, religion, sex, or national origin." The legislative history 
made clear that Congress was out to eliminate the classic form of 
discrimination-intentional, malicious, malign disparate treatment 
excluding minorities and women from desirable positions and equal 
benefits in the work force. In Griggs v. Duke Power Co. ( 1971) ,  a 
unanimous Court spoke through Chief Justice Burger and added a 
whole new dimension to the concept of discrimination. An employer 
had excluded a substantially larger percentage of blacks than whites 
from certain jobs because the blacks lacked high school diplomas and 
scored lower on standardized tests. The Court held that, regardless of 
the employer's intent, the use of a job qualification would violate Title 
VII if it had a disproportionately adverse impact on a protected group 
and could not be shown to be a business necessity in its relation to 
performance of the job in question. 

Later, in the Manhart case ( 1978) ,  the Court stressed that Title VII 
focused on "fairness to individuals rather than fairness to classes." The 
Court went on to hold that female employees could not be required to 
pay more than male employees to help fund a retirement annuity 
providing equal benefits for males and females, even though women 
on the average live longer than men and it thus costs more to provide 
benefits for them. Many individual women, the Court pointed out, will 
not live as long as the average man. But this emphasis on the individual 
as a critical element in defining discrimination, helpful as it was in 
resolving the Manhart issue, would reveal some distinct deficiencies in 
other contexts, as the Court soon discovered. 
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Affirmative Action 

The most sensitive and difficult problem in employment discrimi
nation is that of affirmative action, or conscious race and gender 
preferences in hiring, promotions, layoffs, and other job determina
tions. The theory, of course, is compensation for past discrimination. 
The rub is that the individual beneficiary is often not an identifiable 
victim of that past discrimination, and the individual displaced is often 
innocent of any participation in the discrimination as well. 
Nonetheless, in the Weber case (1979) , a 5-to-2 majority of the Court 
sustained under Title Vll a private, voluntary on-the-job training 
program that reserved 50 percent of the openings for blacks until the 
percentage of black craftspersons in a plant approximated the 
percentage of black workers in the local area. The Court observed that 
the plan was adopted to eliminate persistent patterns of racially 
segregated jobs. Accordingly, the plan was in keeping with the very 
purpose of Title Vll, and it would be "ironic" if it were outlawed by 
"a law triggered by a nation's concern over centuries of racial 
injustice." 

While Justice Brennan emphasized on behalf of the Weber 
majority that the evident purpose of Title Vll was to improve the lot 
of those formerly excluded from the mainstream of American 
employment, he said nothing about the abundance of legislative 
history indicating that the means chosen by Congress to achieve this 
objective was "color blindness." Similarly, there was no reference to 
Manhart's insistence that Title Vll protects individual rights rather 
than group rights. White complainant Brian Weber, who had greater 
seniority than some of the black employees selected for the training 
program, could fairly claim that he as an individual was being 
deprived of a place because of his race. The Court was not above 
manipulating concepts of group versus individual justice to reach 
desired results. Finally, and most significantly, there was no attempt 
by the Weber majority to come to grips with the crucial statutory term, 
"discriminate." 

This is not to say that Weber was wrongly decided. It is to suggest 
that the majority could not agree upon a coherent, convincing 
rationale of the sort that united the Warren Court in Brown v. Board 
( 1954) ,  the landmark school desegregation decision. I sympathize with 
Justice Brennan's tactical problems in fashioning his fragile majority in 
Weber. I still believe, however, that more could have been done to 
bolster the intellectual appeal of the opinion. For example, the 
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meaning of "discriminate" has evolved, so that it now connotes, not 
simple line drawing, but malign line drawing to someone's detriment 
or disadvantage. More important as a practical matter, the 15 years of 
exerience following the passage of Title VII in 1964 had demonstrated 
the naivete of some of its assumptions. "Color blindness" was not 
going to produce equality or even equal opportunity for groups long 
subject to deprivation and degradation. The socioeconomic reality of 
the position of minorities in our society, and in certain key respects of 
women as well, cried out for more positive steps. Finally, the Weber 
majority did not even mention that the U.S.  Senate, in adopting the 
comprehensive revision of Title VII contained in the Equal 
Employment Opportunity Act of 1972, twice rejected by 2-1 margins 
proposed amendments that would have express ly forbidden 
affirmative action by both government and private parties. 

The departure of Justices Brennan and Marshall leaves the future 
of affirmative action in considerable doubt. The Supreme Court's last 
major endorsement of preferential treatment, this time on the basis of 
sex, was I ohnson v. Santa Clara (1987) ,  decided 6-to-3 under Title VII. 
Justices Scalia, Rehnquist, and White dissented, with all three calling 
for the overruling of Weber. In the Croson case (1989) ,  which struck 
down an extreme form of city-mandated affirmative action as a 
violation of equal protection under the Constitution, Justice Kennedy 
joined the majority in applying the "strict scrutiny" test on the grounds 
that race is a suspect classification even if used for a "benign" purpose. 
Newly appointed Justice Thomas has been an announced foe of 
affirmative action in the past. It is therefore possible that five votes are 
now available to overrule Weber, regardless of how Justice Souter 
might go. But precedents as significant as Weber are not lightly 
overturned, and the Court has generally seemed more tolerant of 
private affirmative action, subject only to Title VII, as distinguished 
from public plans, subject also to the Constitution. 

Conclusion 

The Supreme Court's labor philosophy is a crazy quilt. It often 
downplays cherished worker values, like collective action, and modes 
of expression, like picketing. At the same time it embraces other union 
priorities, such as work preservation and dispute settlement through 
binding arbitration. Similarly, the Court has wavered irresolutely in 
sorting out the various worthy but competing interests at stake in 
affirmative action programs. To an extent this ambivalence may 
simply reflect the pragmatic approach of most American problem 
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solving. There may also be a healthy attentiveness to factual 
differences in particular situations. In certain areas, however, with 
affirmative action the paramount example, one can only conclude 
sadly that there has been a dearth of moral leadership. At its best, as in 
Brown v. Board, the Supreme Court serves as the conscience of the 
nation, and we are the less when it shirks that function. 
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DISCUSSION 

BRIAN W. BuLGER 
Partner, Katten, Muchin and Zavis, Chicago 

As an active labor and employment practitioner, I am pleased to 
hear Professor St. Antoine say, even if facetiously, that a lack of a labor 
"philosophy" on the Supreme Court may not be all bad. Frankly, I 
don't really want justices to philosophize, I want them to judge. The 
Supreme Court after all does not initiate the issues before it but, under 
Article III of our Constitut�on, is limited only to deciding the particular 
"case or controversy" presented to it. To me, saying the Court has a 
particular philosophy means only that you can predict in advance 
whose ox is likely to be gored. In other words, that it is tilted one way 
or the other. 

Where I truly differ with St. Antoine is in perspective. For me a 
case that hurts organized labor or makes an employment case more 
difficult for an employee to win hardly demonstrates a "profound 
misconception" of the values of organized labor or working people. 
Rather, such decisions may demonstrate good common sense in 
allowing American businesses to operate competitively and to manage 
their human resources in a complicated and difficult economic 
environment. In any event, who says the Court must or should espouse 
the "values" of labor or of business? I come back to a results-oriented 
approach. While various Supreme Court decisions can be argued, as 
St. Antoine notes, as falling both on the pro- and antiemployee and 
labor sides of the ledger, this is a beneficial result that demonstrates 
what I believe to be the Court's overriding goal-the striving for 
balance between management and labor. 

But just as in a pendulum or seesaw the point of balance may 
change, so too does the Court react. Whenever labor or management 
gains ascendancy over the other, you can expect to see the Court shift 
the balance point to reach a rough equality. And when the Court fails 
to act, Congress does, and this all adds up to an environment in which 
balance generally is maintained. 

Author's Address: Katten, Muchin, Zavis, 525 W. Monroe St., Suite 1600, Chicago, IL 
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However, I do understand why advocates of employees often 
maintain the Court is hostile to their aims. In part, I believe that this is 
because the Supreme Court and federal judges generally are tired, 
tired, tired of listening to employment disputes. We are just about the 
only industrialized country with a large amount of court-based 
employment litigation. Our competitors, for that is how we should 
look at them, in other nations handle employment matters with boards 
and tribunals, and without juries, punitive damages, and the inherent 
costs and inefficiencies of our out-of-control litigation system. The 
Court knows this and views many, if not all, of the employment cases 
it sees as a waste of limited docket space. It's really the GOMCH ("Get 
out of my courthouse!") approach at work. With that thesis in mind, 
let's turn to some recent decisions. 

Arbitration 

St. Antoine recognizes the unswerving support the Court has given 
to arbitration as a means of resolving labor/management differences, 
going back to the Steelworkers Trilogy of 1960. The recent decision in 
Gilmer v. Interstate/Johnson Lane Corp. (1991) expands this support. 
In Gilmer the Court held that a broker who had agreed to arbitrate "all 
disputes arising out of employment" Wlder NYSE rules could be 
required to arbitrate rather than to pursue a claim of age discrimina
tion in court. I submit this exemplifies both the Court's long-standing 
support for arbitration and is as clear a statement of GOMCH as could 
be found. Given the specific language of the Civil Rights Act of 1991 
calling for parties to consider alternative dispute resolution (ADR) and 
arbitration to resolve discrimination cases, it takes no great leap of 
faith to see the Court continuing to steer discrimination cases away 
from the courts and into ADR whenever possible; and I predict this 
will happen. 

Picketing and Private Property 

This area provides a good example of the Court's attempts to 
balance the important competing rights of union organizational 
activities and private property. In NLRB v. Babcock and Wilcox Co. 
(1956) and Hudgens v. NLRB (1976), the Court closely analyzed the 
competing interests at stake, holding in Babcock that an employer 
could refuse to permit union organizers on company property where 
the union could reach employees through other means of communica
tion; and in Hudgens that there was no First Amendment right to 
picket a shopping center, but that NLRA Section 7 rights and private 
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property rights must be accommodated "with as little destruction of 
one as is consistent with maintenance of the other." The result is that 
a party will prevail in this area if, on balance, its interests clearly 
predominate over the other party's interests . 

The Court is now considering, in Lechmere v. N LRB a further 
refinement of that balancing test. Specifically, it will consider whether 
union representatives seeking to organize workers of a retail store will 
be permitted in the store's parking lot to distribute literature. A 
primary focus will be on whether "effective alternative means" of 
communicating with the Lechmere employees exist. I will take the risk 
of prediction here even though a decision may issue shortly. I think the 
Court will permit access because the alternative means, such as 
advertising in local papers, are ineffective. I know this is not the 
outcome hoped for by my brethren of the management bar, but it is 
the right decision to maintain the balance between the property rights 
of Lechmere, which is open to the public, and of the employees who 
are asserting a core right, organizing, protected by the NLRA. We will 
see whether the outcome will support my thesis of balance. 

Affirmative Action 

This is an area in which I believe the Court's decisions have been 
remarkably consistent and far more supportive of affirmative action 
than publicity suggests. One needs only to go back to Regents v. Bakke 
(1978) and Justice Powell's opinion joined by shifting majorities to 
discern the outlines of the reasoning followed in every subsequent 
affirmative action decision. The Bakke decision was a great victory for 
supporters of the concept.  Although it struck down the admissions 
plan at issue, it held that race-conscious decision making could pass 
constitutional muster provided there was sufficient evidence of past 
discrimination to permit remedial action and that such action was 
narrowly tailored to fit its predicate. The Bakke admissions plan could 
not pass muster primarily because U. Cal . at Davis was a new school 
without a history of discrimination. 

From a practitioner's standpoint, all you really need to know about 
affirmative action is set out in Steelworkers v. Weber (1979) . In 
approving a 50/50 ratio between whites and blacks admitted to a 
training program in a southern plant, the Court set out its criteria for 
lawful affirmative action: (a) a traditional and conspicuous racial 
imbalance in the positions at issue; (b) 2 voluntary (despite OFCCP 
requirements) and temporary plan-it would end when the imbalance 
ended; (c) no absolute bar of whites from advancement-50% of the 
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slots went to whites; and (d) no layoffs or discharges of white work
ers-therefore, no undue trammelling of their interests. 

Significantly, the case also struck an important balance by holding 
that the employer need not admit discrimination in order to take 
affirmative action. Needless to say, a requirement of an admission to 
establish a predicate for affirmative action would have doomed most 
existing and subsequent programs. By allowing a lesser standard, such 
as "traditional and conspicuous imbalance," to serve as the predicate, 
the Court preserved the ability of employers to take affirmative action 
without excess fear either of discrimination or "reverse" discrimination 
lawsuits. Another example of the GOMCH principle. I must confess 
here that I agree with St. Antoine about the questionable intellectual 
underpinnings of Weber. I have always thought Justice Rehnquist' s 
dissent the only true legal analysis in the case. However, as a practical 
decision to maintain balance, Weber is faultless. 

All subsequent affirmative action decisions can be analyzed in light 
of Weber and the results confidently predicted. For example, Wygant 
v. Jackson Board of Education ( 1986), a case striking down a plan to 
retain less senior black teachers over more senior white teachers in the 
event of layoffs. The Court found, in an opinion written by Justice 
Powell, that although a prior finding of discrimination was not 
necessary, "generalized societal discrimination" was an insufficient 
predicate for the plan. The absence of any strong evidentiary basis for 
remedial action thus doomed the plan. So, too, in Firefighters v. Stotts 
( 1984) , where a consent decree which never mentioned layoffs could 
not provide a predicate for a court under its inherent powers to order 
racial preference in layoffs. The decision went on to note that there 
was no showing that any of the blacks protected from layoff had been 
a "victim" of discrimination. Stotts turned out to be much ado about 
nothing, being little more than a case of contract or consent decree 
interpretation, the "victim" language notwithstanding. A critical 
feature of both decisions was that whites actually lost jobs under the 
plans at issue. Harking back to the language of Weber, this could have 
been foreseen as an undue trammelling of the rights of white 
employees. 

In contrast, numerous other decisions, Local 28 v. EEOC (1986) , 
Firefighters Local 93 v. City of Cleveland ( 1986), U.S. v. Paradise 
( 1987) , uphold affirmative action. In each case there was a strong 
predicate for remedial action, that action was tailored to the predicate, 
and no whites lost jobs, just hiring, promotional or training 
opportunities. These decisions culminated with I ohnson v. Santa Clara 
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County (1987), extending the Weber rationale to gender-conscious 
affirmative action, again in a promotional context. 

Yes, it is true that various members of the Court have questioned 
the validity of affirmative action. Yet, as St. Antoine notes, precedents 
like Weber are not lightly overruled, and I view these judicial 
comments as so much NATO (no action, talk only) .  Some may argue 
that Richmond v. ].A. Croson Co. (1989) ,  constitutes a decision against 
affirmative action, but I disagree. As St. Antoine notes, the set-aside 
ordinance at issue was an "extreme" form of affirmative action-it 
provided a preference in awarding Richmond, Virginia, contracts to 
Aleuts! The proponents of the statute hoped that the Court would find 
that the Richmond City Council would be held to have some form of 
"special competence" in affirmative action that would remove the 
ordinance from a "strict scrutiny" analysis. The Court had previously 
held that the U.S. Congress did have such special competence in 
Fullilove v. Klutznick, because of its constitutional role as a coequal 
branch of government. States and municipalities play no such role and 
are not entitled to similar deference. 

The Croson decision was written by Justice O'Connor, who had 
been critical of affirmative action in, among other cases, Paradise and 
] ohnson. Yet she went out of her way to place the decision firmly 
within the analytical framework developed by Justice Powell in Bakke 
and Fullilove. She also strove mightily to guide local governments in 
how to draft lawful set-aside programs in the future. Many localities, 
including my own Chicago, have utiltized that guidance to establish, 
through detailed hearings, a sufficient predicate for set-aside 
programs and narrowly tailored remedial actions. 

In short, the Court's affirmative action decisions are a fine example 
of balance, balance of the competing interests of minorities and 
women locked out from equal employment opportunity, o f  
majoritarian employees who have done no  wrong save receive the 
general benefits of our society, and of companies and unions who may 
want to do right, but cannot and need not admit they have done wrong 
in order to take affirmative action. When one considers comments 
from each of these groups, none is satisfied . African Americans resent 
the lack of protection against layoff in seniority-based systems which 
have traditionally operated to their disadvantage. Whites and men 
resent what they view as "preferential treatment" given to women and 
minorities for hiring and promotions. And businesses and unions resent 
governmental agencies looking over their shoulders to see if they are 
meeting affirmative action goals .  If the definition of a compromise as 
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being a solution with which everyone is dissatisfied is correct, the Court's 
decisions on affirmative action are a perfect, balanced compromise. 

NliR B and E EOC 

As a final point, examination of the Supreme Court's treatment of 
the NLRB and EEOC may be useful. While by no means unsuccessful, 
the EEOC has, on a number of occasions, been treated with a marked 
lack of deference by the Court. Look back to General Electric v. 
Gilbert ( 1976) ,  and to EEOC v. Arabian American Oil (1991 )  just last 
year for examples of rejection of EEOC opinions interpreting Title 
VII. In contrast, while not always successful, the Court does show 
great deference to the NLRB. It deferred to the Board's refusal to 
apply a presumption on the union sentiments of strike replacements in 
NLRB v. Curtin Matheson (1989) and upheld hospital bargaining unit 
rules in American Hospital Association v. NLRB ( 1991) .  I was the lead 
counsel in the successful attempt by AHA to obtain a permanent 
injunction against the rules, so perhaps I can be forgiven for 
disagreeing with the ultimate result here. However, I think the 
deference shown to NLRB is a good, final example of GOMCH. Quite 
simply, I think the Court defers to the NLRB because, unlike the 
EEOC, it is an adjudicatory agency. By acting both as a trier of fact 
and as a policy-making (and now a rule-making) agency, the Board 
keeps many employment cases out of the courts. The EEOC can only 
resort to the courts to carry out its policies, and the Supreme Court 
may be trying to act as a brake on its activities which, coincidentally, 
may also reduce litigation. 

Conclusion 

Of course, I have had to select a relatively few cases to 
demonstrate my themes of balance and GOMCH. I can certainly agree 
with St. Antoine that the Court is at its best when it serves as the 
conscience of the nation, but what if your conscience and mine have 
different values? Thus, I question whether, in most cases, the Court 
needs or should serve as a conscience-stricken, super human resources 
manager. I think we are well served by the Court's practical, results
oriented approach and to its attention to different factual settings in 
the employment area. 
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XI I .  STR AT E G i C  EVA LUATI O N S O F  

U N I O N  PO LITI CAl ACTIVITI E S  

Labor 's Leg i s l at ive I n i t iat ives 
to Restr ict Perma n e nt ly 

R ep l ac i ng Str i kers 

CYNTHIA L. GRAMM 
University of Alabama in Huntsville 

The National Labor Relations Act (NLRA) guarantees employees 
the right to engage in strike action in support of their collective 
bargaining objectives. Specifically, Section 7 grants employees the 
right to participate in "concerted activities" which encompasses the 
right to strike in support of bargaining demands during the negotiation 
of a collective bargaining agreement. Section 8(1)  makes it an unfair 
labor practice for employers "to interfere with, restrain, or coerce" 
employees for exercising their Section 7 rights. And finally, Section 13 
provides that "Nothing in this Act, except as specifically provided for 
herein, shall be construed so as either to interfere with or impede or 
diminish in anyway the right to strike or to affect limitations or 
qualifications on that right." 

The Supreme Court, however, in a decision upholding the National 
Labor Relations Board's (NLRB) decision that the Mackay Radio 
Company committed an unfair labor practice when it discriminated 
against strike leaders in rehiring employees following a stoppage, has 
held that Section 13 of the NLRA does not deny an employer, 

. . .  the right to protect and continue his business by 
supplying places left vacant by strikers. And he is not bound 
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to discharge those hired to fill the places of strikers, upon the 
election of the latter to resume their employment, in order to 
create places for them. NLRB v. Mackay Radio & Telegraph 
Co., 304 U.S. 333, 345-346 ( 1938) . 

The Supreme Court's dictum asserting an employer's right to hire 
permanent replacements for striking workers during an economic 
strike, known as the Mackay doctrine, has become increasingly 
controversial in recent years. There are two major reasons for the 
emergence of this controversy. First, many observers believe that the 
incidence of the use of permanent replacements for strikers increased 
dramatically in the 1980s . Second, in many highly visible strikes, the 
use of permanent replacements was followed by the destruction of the 
bargaining relationship (Gramm, 1991a). In response, the AFL-CIO 
resolved, 

. . .  to educate the general public and the Congress to the 
evils of permitting employers to permanently replace striking 
employees; to seek federal legislation barring the hiring of 
permanent replacements for striking employees; and, 
pending such legislation to lend all possible aid and assistance 
to striking employees whose employer seeks to hire 
permanent replacements. ( As cited in Bureau of National 
Affairs, 1985.) 

Initiatives to reverse the Mackay doctrine began during the IOOth 
Congress, when Representative Joseph E .  Brennan of  Maine 
introduced a bill (H.R. 4552) that would have made it an unfair labor 
practice for an employer to hire or threaten to hire permanent 
replacements for striking workers during the first ten weeks of a strike. 
Those efforts continued-both the l01st and the 102d Congresses have 
deliberated over bills designed to overturn the Mackay doctrine. The 
current version of the proposed legislation (hereafter referred to as the 
Striker Replacement Bill) would amend both the NLRA and the 
Railway Labor Act (RLA) to prohibit the hiring of permanent 
replacements for economic strikers throughout a strike. 

Most observers seem to concur that the prospects are dim for 
enacting the Striker Replacement Bill during the 102d Congress. 
Although the House of Representatives voted to pass the bill, backers 
concede that it will be more difficult to muster majority support in the 
Senate. Moreover, in her testimony before hearings on the bill held by 
the House Subcommittee on Labor-Management Relations, Secretary 
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of Labor Lynn Martin stated unequivocally that the Bush administra
tion opposes passage of such legislation "and if the bill were presented 
to the President, his senior advisors would recommend a veto" (U.S.  
Congress, 1991, p. 4) . Thus, even if proponents succeed in passing the 
bill in the Senate, the repeated failure of the l02d Congress to override 
presidential vetoes suggests that the likelihood of generating enough 
support to overturn a probable presidential veto is small. Nevertheless, 
the controversy surrounding the Mackay doctrine and legislative 
efforts to overturn it are unlikely to disappear with the end of this 
Congress. 

What then must labor do to enhance the chances that the Striker 
Replacement Bill will be passed in the future? Obviously, the election 
of a president and Congress more sympathetic to labor's views would 
facilitate the enactment of this and other labor legislative initiatives. 
Although the right of employers to hire permanent replacements 
originated in a Supreme Court dictum, the Mackay doctrine has been 
the law for over 50 years. Because they seek to reverse the status quo, 
proponents of the Striker Replacement Bill will bear a heavy burden 
of persuasion regardless of who the policymakers are. 

This burden of persuasion is complicated by nature of the 
arguments being made for and against the bill and how they are 
framed. In general, both opponents and proponents of the bill have 
relied primarily on two types of argument. I will refer to the first type 
of argument as "value-based," because it is based on the relative 
valuation given by the arguer to one construct, ideal, or outcome 
compared to another. The second type of argument is essentially an 
empirical prediction regarding the likely effects of passing or failing to 
pass the proposed legislation. My discussion will focus primarily on 
arguments made by opponents of the bill because their effective use of 
each type of argument poses special challenges for those seeking 
enactment of such legislation. 

Vaiue-lbased Argumen�s 
Opponents of the Striker Replacement Bill have succeeded in 

representing their arguments in terms of simple but catchy terms that 
appeal to popularly held values. An example is the "right to work" 
argument sometimes made by opponents of the Striker Replacement 
Bill, which asserts that passage of the bill would deny prospective 
replacement workers the "right" to accept an offer of employment 
with a struck employer (e.g., Baird, 1988). The value judgment 
underlying the right to work argument is that the interest of a 
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replacement worker in obtaining a job with the struck employer 
outweighs the interest of a striking worker to return to his or her job 
after the strike has ended. Such value judgments, however, are often 
unstated. And the average individual who is unfamiliar with the pros 
and cons of the bill will tend to concur with the simple assertion that 
a policy that interferes in some fashion with people's "right to work" is 
bad. 

In contrast, proponents of the bill tend to make more esoteric 
arguments and have been less adept at coining slogans with broad 
general appeal to represent those arguments. For example, proponents 
of the bill contend that the NLRA's guarantee of the right to strike is 
perverted if management is allowed to permanently replace striking 
workers. As Lane Kirkland stated, 

The notion that the law should recognize a fundamental 
difference between an employer's decision to discharge a 
striker and an employer's decision to "permanently replace" a 
striker ignores practical reality; in both instances the 
employee suffers loss of his job because he dared to exercise 
his statutory right to strike. (U.S .  Congress, 1991, pp. 67-68.) 

The average individual, including political candidates and office 
holders, is unlikely to know much about labor law and may not attend 
to lengthy arguments based on legal or economic logic. When the goal 
is to persuade such individuals to act in accordance with your point of 
view, it helps to be able to distill your arguments to simple phrases that 
tend automatically to invoke a sympathetic reaction. 

Using the above examples, someone who is not well informed on 
the subject is probably going to be swayed more by the unelaborated 
right to work argument than by the right to strike argument. Although 
it is my impression that the initiation of the effort to seek change in this 
particular aspect of our nation's labor laws took those who support 
retaining the Mackay doctrine by surprise, by last summer opponents 
of the Striker Replacement Bill had achieved considerable success in 
articulating their point of view to the public. Both in editorials and 
letters to the editor appearing in local newspapers and in testimony 
before Congressional committees, opponents of the Striker Replace
ment Bill have gained a public relations advantage by using slogans 
and catch words that appeal to widely held values/beliefs to pitch 
their point of view. Right to work is only one of the slogans used by 
opponents of the bill to frame their arguments. They also have 
represented their arguments in terms of business competitiveness and 
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balance of bargaining power. In order to recover their momentum, 
proponents of the bill must frame their message in a more concise and 
more widely appealing manner and must find a way to deliver that 
message more broadly. 

"Predictive" Arguments 

Both proponents and opponents have made numerous arguments 
that are predictive in nature supporting their objective. Due to space 
constraints, my discussion will focus on arguments made by opponents 
of the bill. 

The major predictive arguments made by opponents of the Striker 
Replacement Bill (Hearings, 1991) include (1 )  passage of the Striker 
Replacement Bill will increase the incidence of strikes; (2) passage of 
the Striker Replacement Bill will increase labor's bargaining power 
relative to management's, leading to more costly collective bargaining 
settlements; (3) passage of the Striker Replacement Bill will make it 
more difficult and, in some cases, impossible for firms to exercise their 
right to operate during strikes, which in turn will have the following 
effects: (a) profit losses attributable to strikes will increase, (b) the 
incidence of businesses that are put out of business as a result of strikes 
will increase, and (c) jobs will be lost due to shutdowns or loss of 
business attributable to strikes; (4) the adverse effects hypothesized in 
(3) will be more prevalent in small firms than in large firms; and (5) the 
adverse effects hypothesized in (3) will be more prevalent in firms 
operating in highly competitive product markets than in firms in less 
competitive markets. 

Although these arguments typically are stated as facts, in reality 
they are predictions or hypotheses. To date, there is little evidence to 
either support or refute these arguments. Gramm (1991a) has reviewed 
what little evidence has been generated relating to arguments made by 
both proponents and opponents of the Striker Replacement Bill. For 
additional evidence pertaining to effects of the use of permanent 
replacements, see Gramm (1991b) and Olson ( 1991 ) .  

The availability of concrete evidence contradicting some or all o f  
the above arguments would facilitate labor's legislative efforts to 
restrict the hiring of permanent replacements. Social scientists can 
play a role by conducting research designed to test these hypotheses. 
There is, of course, no guarantee that the results will support a 
particular point of view. It is impossible to directly test the above 
hypotheses because we cannot perform an experiment in which 
bargaining pairs are randomly assigned to two alternative policy 



298 IRRA 44TH ANNUAL PROCEEDINGS 

environments-one in which the use of permanent replacements is 
permitted and one in which the use of permanent replacements is 
banned. However, two types of data are potentially available that 
could be used to examine these hypotheses. 

First, public policy regarding the use of permanent replacements 
for strikers has varied both across provinces and over time in Canada. 
Consequently, microlevel data on strikes in Canada and their 
consequences could potentially be used to examine many of the 
aforementioned hypotheses. In one such study, Gunderson and Melina 
( 1990) found that strikes were more frequent and longer in Quebec 
following its 1977 passage of a law banning the use of permanent 
replacements. However, because the law was passed following a 
major change in Quebec's government, it is impossible to infer that the 
increase in strike activity was attributable to the replacement 
legislation. Second, microlevel data on strikes in the United States in 
which employers vary in their use of permanent replacements could 
also be used. Gramm ( 1990a) has demonstrated the feasibility of 
gathering such data through surveys of firms and unions who were 
party to recent strikes. However, the small size of the sample used in 
her pilot study limits her ability to perform formal hypothesis tests. 

Summary and Conclusions 

In summary, although the Striker Replacement Bill is unlikely to be 
passed by the current Congress due to the difficulty of mustering 
enough votes to override a likely presidential veto, initiatives to pass 
the bill are likely to continue. In addition to working for the election of 
more sympathetic presidential and legislative candidates, proponents 
of the bill could enhance the chances of passing future initiatives by 
improving the relative persuasiveness of their arguments. I have 
suggested two ways of doing this. First, proponents need to frame 
their key arguments in favor of the bill in a more concise and more 
broadly appealing manner and to increase efforts to convey that 
message to the public and to current and prospective policymakers. 
Second, strong evidence refuting arguments made by opponents of 
the bill regarding its alleged potential adverse consequences would 
strengthen the case for enactment. 
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It was a difficult year for the labor movement in the political arena 
in 1991 .  Labor was unable to attract enough supporters in either house 
of Congress for the simple majority required to deny President Bush 
"fast track" authorization to negotiate a free trade pact with Mexico. 
Although the House passed a bill banning the hiring of permanent 
replacement workers during strikes, the margin of victory was 
insufficient to override an inevitable presidential veto. Support for the 
legislation also appears to be lukewarm in the Senate, with concern 
that there may not be the 60 votes required to stop a filibuster when 
the bill comes to the floor early in 1992. These are the two highest 
visibility issues of interest to organized labor, but similar obstacles 
have confronted other priorities, including family leave legislation and 
health care reform. 

The legislative logjam has caused many labor leaders to reevaluate 
their political strategy. Several options have been promulgated. Some 
have suggested making fast track and/or permanent replacements 
litmus test issues and withdrawing labor support from all opponents. 
Others have made a more general call for ending "blind support" for 
Democrats. To most this means being more selective in deciding 
which Democrats to support, although for a few unions increased 
support for Republicans who have been cooperative on selected 
narrow issues appears likely. Some labor leaders have gone so far as to 
suggest that unions find their own candidates, or even consider 
forming a Labor Party. 

Hurd's Address: 208 ILR Conference Center, Cornell University, Ithaca, NY 14851-
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The purpose of this paper is to explore labor's strategic options in 
the 1992 elections. We will focus on House races because the diversity 
in political strategies among unions is most apparent there. However, 
our conclusions will have broader implications for union activity in 
elections at all levels of government. In evaluating the situation we will 
consider the impact of redistricting on labor's alternatives. We should 
note that recent developments have made many union political 
operatives more optimistic. The upset victory by populist Democrat 
Harris Wofford in the special Senate election in Pennsyvlania, the 
eventual compromises on civil rights legislation and extended 
unemployment benefits, and President Bush's decline in popularity all 
increase the stakes as the labor movement searches for the appropriate 
tactical approach to the pending campaigns. 

Diverse Political Strategies of Labor PACs 

As a framework for analysis we will rely on a taxonomy of labor 
Political Action Committees (PACs) that we have developed in 
research on the 1984 and 1986 House elections (Hurd and Soh!, 1992) . 
In that research, we use principal component analysis to uncover 
underlying diversity in union political contribution patterns, and then 
employ cluster analysis to group PACs of individual unions with others 
that display similar patterns. 

Table 1 summarizes the results. To facilitate interpretation, we 
report the patterns for only the 40 unions with the largest PAC 
donation totals. Unions toward the left side of the table follow an 
"electoral" approach, supporting candidates generally sympathetic to 
labor's agenda who are involved in closely contested elections. Unions 
toward the right side of the table pursue "access," concentrating their 
efforts on incumbents who either have proven themselves by their 
voting records to be friends of labor, or hold key positions in the 
House. Accordingly, the proportion of PAC donations going to 
incumbents increases from as low as 30 percent for unions on the left 
hand of the table to above 90 percent for some unions on the right 
hand of the table. 

The marginal list referred to on the table is a list of races selected 
by the AFL-CIO's House Marginal Committee. The marginal 
committee meets regularly during each election year and chooses a 
limited number of races (45 in 1990) that deserve special attention 
from the labor movement. To be considered for inclusion, a candidate 
must be endorsed by the Committee on Political Education (COPE) 
(usually at a special convention held in each state), and be involved in 



TABLE 1 

Union PAC Contribution Strategies 

Electoral 

Marginal Marginal 
List List Balanced Support for 

Allegiance Advocacy Approach Friends 

AFL-CIO ANA BSOIW AFGE ACTWU BRAC 
URW CWA IUE AFSCME BBF HERE 

lAM AFT CJA IUOE 
IBEW APWU ILGWU NTE 
PAT ATU LIUNA RLCA 
SMW NALC UMW 
UFCW NEA 
USA PPF 

SEIU 
UAW 

Notes: Strategic categories based on Hurd and Soh! ( 1992) and additional unpublished research. 
Standard abbreviations as indexed in Gifford (1990). 

Access 

IBT 
UTU 

Transportation 
Access 

ALPA 
BLE 
ILA 
MEBA 
SIU 
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a close race from which he/she has a reasonable chance of emerging 
victorious. Most unions listed on Table 1 are represented on the House 
Marginal Committee. 

As used on the table, "Support for Friends" refers to unions that 
donate a large proportion of their funds to incumbents with high 
COPE scores, whether or not they are involved in close elections. 
"Balanced Approach" refers to those unions who attempt to lend 
support both to marginal list candidates and to friendly incumbents. 

The unions in the two right hand columns all have a primary 
membership base in transportation. For these unions narrow 
regulatory issues are key legislative concerns. Their PAC contributions 
reflect this, with almost all of their support going to incumbents, and 
special attention given to members of selected House committees 
(especially Public Works and Transportation, and Merchant Marines) 
regardless of political party or ideology. 

Strategic Altematives for 1 992 
In an apparent break from past practices, a number of labor 

leaders have become quite vocal about specific litmus test issues. 
Some have chosen to focus on fast track authorization, including 
William Bywater, President of the IUE, and William Holayter, 
political director of the lAM. Others have suggested that permanent 
replacements should be a litmus test issue, including Morton Bahr, 
President of the CW A. 

Implications of applying these litmus test issues can be drawn from 
Table 2. Fast track authorization won by a large margin in the House, 
with labor succeeding in attracting only 34.1 percent of the vote (on a 
related vote for fast track extension labor improved its support to 45.3 
percent) . The results were not much better among House members 
whose campaigns received donations from labor PACs in 1990. Even 
among those with 1990 COPE endorsements only a bare majority 
voted with their union friends. Unions that choose to use fast track as 
a litmus test will be denying funds to many candidates who have been 
allies on most issues. 

Labor fared much better in the House on the vote to ban perma
nent replacements for strikers. Although a substantial minority of those 
who received some labor financial support in 1990 voted "wrong," 
every House member who was on the 1990 marginal list and almost all 
of those who benefited from COPE endorsements supported the 
union position. Using permanent replacements as a litmus test would 
be less limiting and therefore acceptable to more unions. 
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TABLE 2 

1991 House Votes on Key Labor Issues 

Permanent 
Replacement 

Fast Track of Strikers Family Leave 

Total House 148-274 247-182 253-177 
Percent Right 34.1 57.6 58.8 

1990 Labor PAC $ 144-238 238-140 242-135 
Percent Right 37.7 63.0 64.2 

1990 COPE 
Endorsement 122-114 218-20 203-36 

Percent Right 51.7 91.6 84.9 

1990 Marginal List 21-13 34-0 30-4 
Percent Right 61.8 100.0 88.2 

Percent of Wrong 
Voters with 
COPE > 70% 34.4 1.5 4.1 

Notes: Votes as reported in AFL-C10 b and c (1991) and Kraus (1991 ) .  

Information on 1990 marginal list provided by David (1991 ) .  

Information on 1990 COPE endorsements provided by Ingrayo (1991) .  

Data on  labor PAC contributions reported in  Federal Election Commission 
(1991 ) .  

Key political operatives in the labor movement are skeptical about 
using any litmus test issue. Rick Diegel of the IBEW, who chairs the 
Senate Marginal Committee, calls the idea "ridiculous," adding that 
"narrow criteria would be the kiss of death . . .  [because] we survive 
on coalitions" (Diegel, 1991) .  Marta David of COPE, who chairs the 
House Marginal Committee, concurs, although she admits that 
"specific votes will be more important this cycle than in the past," and 
notes that some candidates are likely to be denied spots on the 
marginal list as a result (David, 1991) .  Joe Standa of the NEA states 
simply, "We are not a single issue union" (Standa, 1991)  and most labor 
political officials would probably echo this position. 

The impact of redistricting raises further questions about the 
advisability of applying a litmus test in 1992. As Table 3 reveals, states 
that are gaining House seats are less friendly to unions than those that 
are losing seats. The differences are greater on fast track and 
permanent replacements than on the broader agenda. A focus on 
either of these issues would severely limit the influence of unions in the 
states whose House delegations are growing. 



COPE Scores 
Democrat 
Republican 
Total 
Adjusted 

Fast Track 
Democrat 
Republican 
Total 
Adjusted 
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TABLE 3 
Impact of House Redistricting on Support for Labor Issues 

States Gaining Seats States Losing Seats 
Percent Right Percent Right 

76.2 86.9 
12.2 26.9 
48.7 63.4 
40.1 71.4 

33.9 62.1 
9.7 14.2 

23.4 42.3 
17.7 50.0 

Net Change in 
Right Votes 

-2.8 
-5.9 

-3.6 
-6.1 

Permanent Replacements 
Democrat 91.9 97.4 
Republican 0.0 18.6 
Total 45.2 64.7 -3.7 
Adjusted 33.4 76.6 -8.2 

Notes: Right votes and COPE scores as reported by the AFL-CIO ( 1991 a,b,c). 

305 

All data are weighted by the number of seats gained or lost by each state. 

Adjusted data are based on gains or losses by party in each state as forecast 
by Gersh ( 1991 )  and Cohen ( 1991 ) .  

Although the idea of a specific litmus test issue is  unlikely to prove 
fruitful, the heightened awareness of unions to their legislative 
difficulties may prompt them to be more selective in their campaign 
contributions in 1992. By denying support to those incumbents who 
have not voted with labor on some narrow range of key issues, it may 
be possible to utilize limited funds more effectively. The third key 
vote included in Table 2 (family leave) was selected to represent 
broader social issues which receive legislative priority from labor. 
When taken together, the three issues should offer a concise and 
reasonable measure of a House member's 1991 labor voting record. 

In 1990 labor PACs donated $854,965 to winning candidates who 
subsequently voted wrong all three issues. An additional $385,640 was 
donated to candidates who voted right on family leave, but wrong on 
both fast track and permanent replacements (Federal Election 
Commission, 1991) .  Included in this group were 14 House members 
who were endorsed by COPE in 1990. Segundo Mercado-Lorens, 
Director of Government Affairs for the UFCW, although resistant to 
the idea of a specific litmus test issue, concedes that it would be 
difficult to defend contributions to incumbents who voted wrong on 
both fast track and replacements, and inconceivable for those voting 
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wrong on all three issues (Mercado-Lorenz, 1991 ) .  In this spirit, 
withholding COPE endorsements and PAC donations from unreliable 
incumbents would be a modest signal that standards are tightening. 

Not all unions will be responsive of course. As noted above, unions 
in the transportation sector pursue a rather narrow access strategy 
designed to secure legitimate regulatory objectives to benefit their 
members. As reflected in Table 4, this approach often results in 
significant contributions to conservatives. As Jerry Baker of ALPA 
explained it, "We have narrow issues, and we have to demonstrate to 
our members that PAC contributions are useful in getting our job 
done . . .  We need Republicans to pass legislation" (Baker, 1991 ) .  Of 
the 19 conservative House members for whom detailed donations 
were calculated in the middle column of Table 3 (based on receipt of 
at least $10,000 from labor PACs in 1990) , 12 serve on a key 
transportation committee and six others held key positions on other 
powerful committees (Ways and Means, Appropriations, or Rules) .  

TABLE 4 
Labor PAC Support for Conservatives 

( 1 )  (2) (3) 
Donations to Candi-

Percent of PAC Donations to House dates Supported 
Funds Donated to Members With Wrong by National Right 

Conservatives Votes on Key Issues To Work Committee 

MEBA 39.5 MEBA $78,200 MEBA $66,500 
ILA 30.0 IBT 54,500 ALPA 19,750 
SIU 24.9 ALPA 52,300 IBT 13,250 
RLCA 22.0 SIU 34,500 SIU 12,850 
ALPA 20.1 NALC 31 ,400 ILA 9,050 
BLE 19.5 UTU 15,900 NALC 8,500 
UTU 16.7 !LA 14,050 . LIUNA 4,350 
IBT 13.7 CJA 12,817 UTU 4,050 
IUOE 12.1 IUOE 9,500 NEA 3,977 
UMW 1 1 . 1  NEA 9,150 AFSCME 3,500 

Notes: Data from 1986 Federal Election Commission Tapes for 1986 (column 1) and 
1988 (columns 2 and 3). 
Column (2) refers to House members voting wrong on all three votes 
designated in Table 2. 
Standard union abbreviations as indexed in Gifford ( 1990) .  

Although transportation unions may have a reasonable rationale for 
supporting conservatives, there should be room to persuade them to 
increase their contributions to open races and challengers without 
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abandoning their own bipartisan allies in Congress. Furthermore, they 
are not the only unions that donate to conservatives as Table 3 reveals. 
In fact in 1988 ( the last year for which detailed data by PAC are 
available), 29 different unions donated money to campaigns that were 
also financially supported by the National Right to Work Committee. 
Increased diligence could redirect financial support from these 
opponents of labor's broad agenda to more deserving candidates. 

A strategic option which has been promoted by some friends of 
labor is to break from the past and pursue a more progressive agenda. 
Rich Trumka, President of the UMW, and Edward Carlough, 
President of the SMW, endorse this view. Tony Mazzocchi of OCA W 
has gone one step further, calling for a labor party and creating Labor 
Party Advocates to promote the idea. The wishes of labor progressives 
notwithstanding, a dramatic shift in the union movement's political 
agenda is unlikely. In our research using 1986 FEC data, we were 
unable to detect any unions that pursue a political strategy that can be 
distinguished from other unions as notably more left wing. It is 
unlikely that 1992 will prove to be any different on this score. 

Perhaps the most positive way to channel discontent with 
incumbents among unions would be to promote increased adherence 
to the marginal list. As reflected in Table 2, members of Congress who 
benefited from being included on the 1990 marginal list have excellent 
labor voting records. A review of total 1990 labor PAC contributions to 
specific candidates helps explain why. Of the 29 current House 
members who received $150,000 or more in labor PAC donations in 
1990, 22 were on the marginal list, including the eight with the highest 
totals and 15 of the top 16. Furthermore, marginal list candidates were 
successful in 34 of 45 races. This included a win record of 11-5 in open 
seats, with an impressive 5-5 record where the former incumbent was 
a Republican. Additionally, in the eight races where a Democratic 
challenger of a Republican incumbent was included on the marginal 
list, the challenger won four. 

Because of redistricting, Marta David of COPE expects a 
substantial increase in the number of races which legitimately could be 
included on the marginal list. If unions that in the past have placed 
their financial support indiscriminately with incumbents could be 
persuaded to redirect funds to marginal list candidates, the list could 
be expanded without diluting financial benefits and election success. 
In fact, in the 1992 House elections, the most promising strategic 
alternative for unions is an expanded marginal list accompanied by 
increased commitment to marginal list candidates. 
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La bor's Leg i s l at ive Age nda 
i n  the 1 990s 
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In the nineties organized labor faces many challenges in the U.S. Its 
traditional manufacturing bases of membership continue to decline 
because of the undaunting pressures of competitiveness. The public 
sector, a recent source of union strength, has encountered budgetary 
deficits, which necessitate layoffs and make expansion in membership 
more difficult. At the same time, union penetration of the service 
sector remains difficult. 

A new politics seems to be emerging in response to the economic 
forces of competitiveness and debt. It coexists with the old politics, 
which focuses on time-honored, countercyclical fiscal and monetary 
policy responses to recessions. While not yet in clear form, the new 
politics represents a laundry list of public policy solutions to restore 
economic competitiveness. Organized labor, as well as other major 
institutions, therefore operates in a political environment that lacks 
public policy consensus. 

Many argue that major political or economic events will or must 
precede organized labor's revival. If this is at least partially true, it is 
useful to look at labor's political support within Congress. Labor 
depends on this institution to secure favorable public policies. This 
paper examines organized labor's political support on two critical 
votes taken in the U.S. Senate during the first session of the l02d 
Congress. These votes concern "fast-track" legislation for free trade 
negotiations and the override of President Bush's veto of legislation to 
extend benefits to the unemployed. 

Fast-Track and Unemployment Benefits legislation 

Fast-Track Legislation 

The Bush administration seeks to reduce barriers to trade on a 
global scale, thereby arguably fostering economic efficiency and 
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growth. (Much of the descriptive information on the legislative issues 
was obtained from the Democratic Study Group, U.S.  House of 
Representatives.) In the Western Hemisphere the administration seeks 
a North American Free Trade Agreement stretching "from the Yukon 
to Yucatan." The immediate objective is to extend a free trading zone 
to Mexico like the one recently negotiated with Canada. 

To facilitate this process President Bush supports a fast-track 
legislative device. A trade agreement normally requires congressional 
approval through the standard legislative process, subject to amend
ments and partisan attack. Fast-track obviates this by requiring a 
strictly up-or-down vote in the House and Senate within 60 days of the 
submission of a trade agreement. 

In March 1991 this fast-track procedure expired and President Bush 
requested a two-year extension. The extension covered pending 
negotiations in regard to the General Agreement on Tariffs and Trade 
(GATT) and the U.S.-Mexico component of the North American Free 
Trade Agreement (NAFT A) . Both the U.S .  House of Representatives 
and the Senate considered resolutions to disapprove of the fast-track 
extension. On May 23, 1991, the House rejected a resolution of 
disapproval by a 192-231 vote. On May 24, 1991,  the Senate similarly 
rejected the disapproval resolution by a 36-50 vote. 

Unemployment Benefits 

The U.S.  economy entered a prolonged recession in summer 1990. 
Historically, unemployment benefits have served a countercyclical 
purpose, cushioning income losses. In the present recession a record 
number of unemployed have not received benefits because of either 
tightened rules of eligibility or the exhaustion of benefits due to 
prolonged job loss. During the first seven months of 1991, 1 .6 million 
unemployed workers' benefits expired; 350,000 jobless Americans' 
benefits expired in J u1y alone. 

To ameliorate this situation, Congress passed legislation to extend 
unemployment benefits for the long-term unemployed in August 1991.  
Benefits would have been triggered automatically upon the declara
tion of an economic emergency by President Bush. The President re
fused to declare such an emergency, contending that the extended 
benefits legislation was a budget buster. 

Congress responded by enacting another extended unemployment 
benefits bill that provided up to 20 weeks of additional benefits and 
eliminated the need for a presidential declaration. President Bush 
vetoed this legislation. The U.S .  Senate took up the override on 
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October 16, but failed (65-35) to produce the two-thirds required 
majority. 

These two legislative issues deserve special attention for several 
reasons. First, they were a salient part of labor's agenda in the first 
session of the 102d Congress. Second, they captured elements of the 
old and new politics. The unemployment legislation involved a 
traditional countercyclical program considered in the midst of chronic 
budget deficits that make antirecessionary packages less appealing. 
The fast-track legislation may be part of the new politics of economic 
competitiveness, which emphasizes the elimination of trade barriers 
on a global scale. In addition, concerns about the economic and 
political stability of Mexico entered the debate, with proponents of 
fast-track arguing that it was in the long-term interests of the U .S.  and 
Mexico to promote free trade. Finally, the two issues pitted interesting 
combinations of groups against each other. Opponents of fast-track 
included various labor groups (e.g., AFL-CIO, USWA, U A W) and 
environmental groups concerned about the absence of EPA-type laws 
in Mexico. Proponents included business organizations such as the 
Chamber of Commerce and the National Association of Manufactur
ers, plus the National Governors' Association, Consumers for World 
Trade, and the Mexican American Legal Defense Fund. Business and 
labor were similarly divided on unemployment benefits, but the oppo
nents of extension also argued on behalf of the already overburdened 
taxpayers as a class. 

Senate Votes 

Table 1 reports a breakdown of the two votes along political party 
and ideological lines ( the latter measured in terms of the senators' 
ratings by the liberal-oriented Americans for Democratic Action) .  The 
data show some interesting differences across votes. In terms of strict 
partisanship, party differences were clearly less apparent in the fast
track vote. Thirty-one Democrats voted to disapprove the fast-track 
procedure, but 24 supported the procedure. Republicans displayed 
more discipline. Interestingly, the so-called liberal Democrats (i .e. ,  
Democrats with highly favorable ADA ratings) split relatively evenly 
(19-15) on the resolution of disapproval. 

Party differences emerged more clearly in the veto override. All 
but two Democrats voted to override, including each of the ADA 
liberals. Most Republicans voted to sustain the veto, but the three 
liberals voted to override. 
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TABLE 1 
Senate Vote on "Fast-Track" and 
Override of Unemployment Veto' 

Fast-Track Override 

ADA Range Yea Nay Yea Nay 

0-33 3 2 4 1 
Democratic 34-66 7 7 13 1 

67- 100 1 9  15 37 0 

0-33 2 27 2 29 
Republican 34-66 2 4 3 3 

67-100 1 2 3 0 

Notes: 

' On both pieces of legislation, a "yea" vote is pro-labor. The table excludes senators 
for whom an ADA rating is unavailable. Including those senators, the vote to disapprove 
fast track was 36-59 (31 Democrats Yea; 24 Democrats Nay).  

Table 2 breaks down the number of pro-labor votes cast by 
senators in terms of party and ideology. The extremes become 
apparent. Democrats were much more likely to be consistently pro
labor; Republicans antilabor. Conservative Republicans were the most 
consistently antilabor; liberal Democrats the most consistently pro
labor. But only 29 Democrats voted consistently pro-labor; the 
addition of three similarly pro-labor Republicans raised the rock
bottom level of support to 32 U .S. senators. 

Logit Analysis 

The basic hypothesis is that there is a common set of variables 
indicating senators who are consistently pro-labor. This pattern 

TABLE 2 
Composite Senate Vote on "Fast-Track" 

and Override of Unemployment Vote 

Number of "Pro-labor" Votes 

ADA Range 0 2 

0-33 28 4 0 
Republican 34-66 3 1 2 

67-100 0 2 1 

0-33 1 1 3 
Democratic 34-66 1 6 7 

67-100 0 18 19 
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emerges in Table 3, column 3. Party (Democratic) and ADA ratings 
(more liberal) are both significant predictors of voting consistently 
pro-labor (versus voting consistently antilabor) . Columns 1 and 2 of 
Table 3 also show some evidence of unique vote-by-vote effects; for 
the unemployment veto override there is a weak effect due to state 
unionization (p < .10) and for the fast-track resolution there is a 
moderate regional effect (p < .05). For none of the votes is PAC 
percentage significant. 

TABLE 3 
Analysis of Senate Votes on "Fast-Track," 

Override of Unemployment Extension Vote, 
and Consistent Pro-labor' 

Dependent Variable [Coefficient (SE)) 

Predictors 

Democratic 
Party 

ADA 
State 

Unionization 
Region 
PAC� 
Constant 

0 p < . 10  
0 0 p < .05 
0 0 0 p < .01 

Fast
Track 

2.2277( .8783) 0 0  
.00l l ( .0133) 

.0202(.371) 
1.4944( .7742) 0 
1.1525(.7696) 

-1.8609( 1 .2367) 

Veto 
Override 

3.4553( 1.2954) 0 0 0 
.0948( .0296) 0 0 0 

. 1413(.0848) 0 
-.0997(1 .4939) 
-.3277(3.1681) 

-3.5949(2.552) 

Consistent 
Pro-labor 

4.1912( 1.8321) 0 0 
.1221 ( .0548) 0 0 

. 1555(. 1408) 
-.0922(2. 1645) 
2.2710(4.4851) 

-6.3096( 4. 1737) 

' This is admittedly a preliminary, "first-pass" predictive model. The predictors are 
( 1 )  Democratic-part) affiliation (1 = Democrat; 0 = Republican); (2) ADA rating, the 
proportion of Iibera votes cast among selected issues in the previous Congress; (3) a 
state's rate of unionization; (4) a region variable equal to 1 if a senator resides in a state 
adjacent to Mexico or a state adjacent to such a state; and (5) the ratio between PAC 
receipts and campaign expenditures in a senator's most recent elections. The dependent 
measures are dichotomous variables which equal 1 if the Senator voted pro-labor. 

Conclusion and I mplication 

This study is limited by its focus on only two issues in the U.S .  
Senate. Based on these two key votes, however, the principal conclu
sion of this study is that labor's political support is limited even with
in a Democratic-controlled legislative body. On some issues, liberal 
Democrats may defect. This implies that labor needs to broaden its 
bases of appeal. A public policy economic agenda needs to be formed 
that will attract support from other segments of the populace. 



DISCUSSION 

MICHAEL BELZER 
Cornell University 

Hurd and Sohl address an important question in this paper. While 
unions have large Political Action Committees (PACs),  they remain 
unable to achieve the broad legislative and administrative agenda they 
seek. Unions' inability to achieve labor law reform during the Carter 
administration is emblematic of that failure. Despite success on plant 
closing legislation, this frustration has continued unabated under the 
Reagan and Bush administrations. Administrative reverses are even 
more significant. For example, the National Labor Relations Board 
came under the control of management consultants with an avowed 
union-avoidance track record, radically changing the direction of 
NLRB policy. 

By implication, Hurd and Sohl pose an important question: Why 
don't unions get their money's worth? Are they too easy on 
incumbents? Do unions contribute to candidates who later vote 
against worker and union interests? Are unions expecting too little of 
the politicians they support? Although this is not a criticism of Hurd 
and Sohl, the more important question may be: Is there something 
wrong with a political system in which one must either buy influence 
or have none? Perhaps I am naive, but I am not convinced that a 
bidding war for political influence serves the public good. 

Such caveats aside, unions need to support someone if they are to 
participate in the process. To be effective they cannot just opt out of 
an election. Assuming Republicans are less likely to support unions, 
unions' ability to threaten Democrats who vote against them is limited. 
The threat to support an incumbent's Republican opponent will be an 
empty threat if, as expected, the Republican challenger is more hostile 
to unions than is the Democratic incumbent. 

The solution is suggested in Hurd and Sohl's paper, but needs 
emphasis. Unions must engage the political process at all stages and at 
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all levels. Whether or not unions support incumbents, they must get 
involved in the candidate development and selection process. This 
means organized labor must get involved in the primaries. To make 
their threat real, unions must have someone else to support before 
election day. Democratic politicans must not think that they can count 
on labor's support merely because they are better alternatives than the 
Republicans. However, to achieve this, labor does not need to find 
narrow labor candidates or establish a labor party. Labor does need to 
see its political involvement as a total process, one which requires grass 
roots effort. 

My second comment is more technical. In Table 1, Hurd and Sohl 
define a continuum between "electoral" and "access" objectives. 
Principle components and cluster analysis may tell us that groupings 
exist, but these methods do not tell us what they mean. I would suggest 
different labels for these groupings: "broad social interests" and 
"narrow parochial interests." In both dimensions, unions are providing 
electoral support for candidates. However, support turns on different 
issues in each cluster. Contributions on the left side of the chart cluster 
support for broad issues that affect all workers. For example, universal 
health care affects a broad range of workers at all strata. It also affects 
all employers because the private health care system in the United 
States, virtually alone in the industrialized world, adds a large 
overhead cost that contributes to a lack of competitiveness in the 
world market. Labor law reform is also a broad social issue, as it 
affects all workers eligible to join unions. 

Union PACs clustered on the right side of the scale support narrow 
issues that affect only some workers: they are industry issues. While 
support for industry issues may equally benefit labor and manage
ment, it benefits only those in the affected industry. So while "labor" 
is not a special interest, "airline pilots" are a special interest. Since a 
legislator's votes for a special industry interest and against permanent 
replacement legislation are not inconsistent, it is not surprising that 
labor ends up supporting antilabor candidates. Perhaps the best 
example of this phenomenon would be Teamster support of Ronald 
Reagan, whose administration filed the RICO lawsuit that put the 
union under court supervision. 

Finally, surveys repeatedly have shown that people feel that labor 
is most effective in its support for broad issues that affect a wide range 
of people. Labor gains popular support for its advocacy of broad, 
social interest legislation. Labor's preferred strategy would follow. 
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First, support broad issues with wide appeal, and use PAC money to 
support politicians who support that agenda. Second, labor should 
hold accountable politicians it supports. If politicians vote against 
workers' interests, labor must develop or support alternative 
candidates. 



XI I I .  I NTERN A L  LA BOR M ARKETS AN D 

WORK ARRA N GEMENTS : BEYO N D  

THE I N D U STRIA L M O DEL 

Cores, Per i ph e r i es, a nd More a nd 
Less : An Exa m i n at ion of M ixes of 

La bor Re lat i o ns h i ps i n  F i r m s  

PETER D .  SHERER AND KYUNGMOOK LEE 
University of Pennsylvania 

An organization can have a mix or portfolio of human resources. So 
far the dominant and almost singular expression of this point has been 
to suggest that organizations are using a core-periphery strategy. A 
core, composed of key and highly attached labor, is mixed with a 
periphery, composed of less critical human resources who are only 
marginally integrated into the organization. 

Certain assumptions underlie this portfolio characterization, many 
of them stemming from dual labor market theory (Cain, 1976) .  One is 
that a core involves rigidities or fixed labor costs. This necessitates a 
periphery that provides flexibility or variable costs. Second, the core 
and the periphery are assumed to have very distinct boundaries inside 
the organization, with little movement across these lines. Major 
barriers exist for "moving up" from the periphery to the core; cores 
only infrequently "drop down" into the periphery. These assumptions 
lead to the view that the raison d' etre for the periphery is to act as a 
buffer, absorbing the environmental uncertainty or shocks that would 
otherwise fall on the core. Given this line of reasoning, it is not hard to 
see the unstated yet implicit corollary that cores can only exist when 
there is a periphery (and perhaps vice versa) . 
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The above core-periphery strategy offers one image of how 
organizations mix their human resources, yet there are many other 
mixes. If we are to understand how firms take a portfolio approach to 
human resources, we need to identify the range of mixes that exist or 
are possible. We therefore discuss a more general framework (Sherer, 
1992) that suggests three distinct relationships an organization can 
have with labor and how these relationships can be mixed. We then 
empirically assess different portfolios. 

Human Resource Portfolios: Core, Periphery, and More and Less 

Several authors have addressed human resource portfolios, largely 
in the context of the core-periphery strategy (see, Abraham, 1990; 
Belous, 1989; Christiansen, 1991; Osterman, 1987, 1988; and Pfeffer 
and Baron, 1988) . While there is not altogether agreement on what a 
core is (see Piore, 1991) ,  there are recurring themes. Core human 
resources are seen as having a say in managerial control, sharing in risk, 
being integral and dedicated to the firm, and possessing firm- or asset
specific skills that are embodied in teams. Osterman (1987, 1988), for 
example, suggests that cores are in a salaried internal labor market 
where jobs are broad, deployment is relatively loose, compensation is 
personalistic or contingent, and employment continuity is assured. 

The periphery has been described with something of a consensus. 
Abraham (1990) suggests that peripheries involve external market
mediated arrangements, such as part-time and temporary work. 
Belous (1989) and Christiansen ( 1991) focus on the periphery as a 
contingent work force, composed of part-timers, temporaries, and 
others with only limited firm attachments. Pfeffer and Baron (1988) 
suggest that firms create peripheries by externalizing several aspects 
of work: the duration of work through part-time work or limited term 
contracts, the place of work through telecommuting, and administra
tive control through the use of temps, for example. Osterman (1987) 
suggests that peripheries are in secondary labor markets. Peripheral 
labor is treated as if it is readily fungible to labor in the external market 
and there is little concern over losing such labor. Mangum, Mayall, and 
Nelson (1985) agree with the prior descriptions of the periphery as 
involving high mobility workers, but they find evidence that such 
peripheries include professionals/technicals and other occupations, 
jobs usually seen as being in the primary labor market. 

These views imply that the core is deeply inside the firm and those 
in the periphery are virtual outsiders. We can more generally discuss 
mixes by looking at the degree to which labor is inside or outside of 



INTERNAL LABOR MARKETS 319 

firms (Sherer, 1991, 1992) . By examining the variation in the "inside
ness" of labor relationships, we can generate and empirically test for 
portfolios of human resources. 

The employment relationship, the image most commonly held of 
how a firm and labor relate, usually involves some job security, some 
training, some monitoring of the work process, and some voice. An 
hourly wage rate or salary is typically the means by which an 
employee is paid. Employees work on a fixed schedule, full-time, full
year, and in a central work facility. Labor is "inside" the firm to some 
degree in employment relationships. 

Organizations and labor also have contracting relationships. The 
firm neither monitors nor trains labor. The main emphasis is on results 
and specified output; labor receives its income from results rather than 
from a guaranteed salary or hourly wage from the firm. Labor is 
"outside" of the firm in contracting relationships. 

Organizations and labor also have partnership relationships. Labor 
owns the firm or at least a part of it and it thus may be difficult to 
differentiate labor from who controls the firm (Fama and Jensen, 
1983) .  Moreover, the productivity of labor is often indivisible, 
embodied in teams (Williamson, 1985). Partners have ownership and 
voice in the organization. Labor is the residual claimant and thus takes 
shares or draws on profits (Fama and Jensen, 1983) . Labor is deeply 
"inside" the firm in partnership relationships. 

The above characterizations are ideal types and within each of 
these three relationships is a variety of ways of dealing with labor. 
Labor may only have partial ownership rights-there may only be 
some ownership, profit sharing, control, and the like. Employment 
relationships can be part-time or modified in other ways. Contracting 
relationships can involve parties with long-term attachments in which 
the contracted party has insider knowledge about the organization. 

The question then is: How is the core-periphery strategy character
ized in terms of these three relationships? One view would be that the 
core involves a partnership relationship and the periphery involves a 
contracting relationship. A second view would see the core as a partner
ship relationship too but would suggest that the periphery involves 
modified employment relationships. Since the core-periphery strategy 
can be thought of as both of the above views though, we suggest that the 
term does not sufficiently describe what firms can do with these labor 
relationships. There is a real difference between a core-periphery strat
egy that involves contract workers and a core-periphery strategy that 
involves modified employment relationships, however marginalized 
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these employees might be. In labor law, employment relationships and 
contracting relationships have very different meanings, coverage, and 
protections (see, U.S .  Department of Labor, Wage and Hour Division, 
1985). 

In sum, the core-periphery strategy has been a vivid way of dem
onstrating the way in which firms mix human resources. However, the 
term "core-periphery" is not inclusive of many mixes of labor relation
ships and it masks the range of human resource portfolios. We 
empirically demonstrate a variety of mixes. 

Analyses 

We made use of a fairly large data set on firms (N = 853) that was 
based on a survey conducted by Towers Perrin, a major human 
resource consulting firm. The objective of this survey was to assess 
changes in the demographics of human resources and the status of 
trends in human resource practices. We made use of 18 survey 
questions that assessed the status in firms of core, modified 
employment, and contracting practices. 

We first analyzed the 18 survey questions with principal compo
nents analysis. (The results of the factor analysis are available from the 
authors. )  As we expected, the eigenvalue pattern indicated three fac
tors, reflecting the three sets of practices. We then did a varimax rota
tion of the factors in order to improve their interpretability. We found 
a strong approximation to a simple structure: items load primarily on 
their primary factor and that cross loadings are all below .20. Thus, the 
factors provide us with meaningful dimensions. 

The results of the factor analysis are important because they tell us 
that the survey questions load together to form dimensions that have 
meaning beyond the individual items. Thus, we can assess the items in 
a factor as interrelated practices. The first factor captures core prac
tices. The survey questions reflect the use of contingent compensation, 
participation or voice in the firm, and team structures, the more gen
eral theme being that of "empowering" the work force. 

The second factor refers to modified employment practices. The 
practices that load highly on this factor include part-time work, 
flexible hours, and the externalization of work through having it done 
at home or satellite facility. These practices together reflect the 
growing number of ways that employers modify the employment 
relationship. A number of the items relate more specifically to how 
firms modify the employment relationship. 
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The third factor refers to the use of contract workers. This factor 
largely reflects the use of retirees as prior employees who are now 
independent contractors. Such contract workers may ensure firms of 
quality workers, something firms are not always sure of when they 
transact with contract workers who are further outside of the firm 
(Christiansen, 1991) .  

The factor analysis tells u s  that these variables interrelate and form 
factors; it does not tell us how firms cluster on these dimensions. The 
composite scores derived from the factor analysis (based on unit 
weights of the variables in a factor) indicate that the correlation 
between CORE and MOD is r = .26; the correlation between CORE 
and CON is r = .28. These correlations indicate that these latter two 
practices are complementary to the core strategy. MOD and CON 
correlate at r = .32, again indicating that to some degree these 
practices, too, are complementary. 

We used the composite scores in a cluster analysis to examine how 
firms cluster or group on these factors. Cluster analysis groups the 
firms in clusters based on the similarity of their scores on the three 
factors. Cluster analysis unfortunately has no elegant solution on how 
many clusters to derive (Aldenfelder and Blashfield, 1985). If we take 
a high score on each of the three factors to indicate the presence of a 
relationship and a low score to indicate the absence of a relationship, 
then a permutation with replacement results in eight combinations. We 
therefore expected at most eight clusters. 

We examined 2-8 cluster solutions using Ward's Method (Alden
felder and Blashfield, 1985) and found that the seven-cluster solution 
highlighted substantive differences between clusters. We focus on this 
seven-cluster solution. For each of the three factors, we obtained 
means on the seven clusters; we also calculated the grand mean for 
each factor, which was simply the average of the means on these clus
ters. For each factor we evaluated whether a cluster had a factor score 
that was above (high), at roughly the same level (medium), or below 
(low) the grand mean. We assume a high score for these analyses to 
indicate the presence of the relationship. Table l shows the seven 
clusters and the scoring of them on each of the three factors. 

This scoring reveals that there are numerous mixes reflecting the 
different labor relationships. Cluster 1 reveals that firms have cores 
with modified employment and contracting relationships. Clusters 2 
and 3 indicate that firms can have a portfolio from inside or outside by 
using a modified employment relationship or contracting relationship. 
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CLUSTER # 

CLUSTER 1 
CLUSTER 2 
CLUSTER 3 
CLUSTER 4 
CLUSTER 5 
CLUSTER 6 
CLUSTER 7 

lRRA 44TH ANNUAL PROCEEDINGS 

N 

58 
114 
59 
61 

102 
154 
305 

TABLE 1 
Cluster Analysis of Core, Modified 

Employment, and Contracting Practices 

CORE MOD CON STRATEGY: 

H H H HI CORE/PRTL/CON 
H H L HI CORE/PRTL 
H L H HI CORE/CON 
L H L HI CORE 
M H L HI PRTL 
M L H HI CON 
L L L TRADITIONAL 

SCORING: L = LOW; M = MEDIUM; H = HIGH 

Cluster 4 indicates that firms can make use of a core-alone strategy, as 
the other scores are quite low. Clusters 5 and 6 make it clear that 
contracting or modified employment can be the key or vanguard 
practice. In both clusters, there is moderate use of core practices. 
These clusters may reflect unique strategies or they may reflect an 
evolution toward having a full-blown core. Our last cluster, seven, is 
for the largest group of firms. These firms report that they are not 
making use of core, modified employment, or contracting relation
ships. Many of these firms appear to use a standard employment 
relationship almost monolithically. Some of them, however, may be 
engaging in core, modified employment, and contracting practices 
that were not covered in the survey. 

There was not a cluster for HI MOD/CON. This may reflect 
modified employment and contracting relationships being substitutes 
when there is not a core. Or it may reflect the survey not containing the 
full range of contracting practices. 

We subsequently examined these strategies relative to three 
organizational characteristics: percentage of the work force in a firm 
that is female, percentage of the work force in a firm that is minority, 
and firm size. The percent female is highest in those firms that use a HI 
MOD strategy; women represented almost 58 percent of the work 
force in those firms. The percent minority is highest for firms that use 
the HI CORE/MOD/CON strategy. Finally, firms with more 
employees are more likely to mix the three relationships. 

Condusio1111 

Firms have a wide variety of options for mixing the relationships 
they hold with labor. Our ability to see the range in the mixes of these 
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different labor relationships will encourage us to think beyond the 
assumptions built into the literature, which has vestiges of dual labor 
market theory and its limitations (Cain, 1976) . 

One assumption is that there is a core and it lives off a periphery 
that exists only to buffer the core. That is, the core needs the 
periphery, and the relationship between the two is at best symbiotic 
and at worst parasitic on the part of the core. Yet in our analyses we 
find cores "living" without a periphery. Moreover, while organizations 
can make use of buffering (Thompson, 1967), it is only one of several 
strategies a firm can use with labor. For example, firms can make use 
of rivaling-having human resources in different labor relationships 
compete for the same work. In fact, there are numerous examples 
where employees compete with contract labor for work. 

A second assumption is that cores cause firms rigidities that can 
only be remedied by the use of buffers. Yet if the core is a very small 
part of the human resources in a firm or if, as we saw in our data, the 
core has contingent compensation related to firm performance, it is 
hard to see how a priori a core involves a great deal of rigidity. 

A third assumption is that there are clear historic and contemporary 
lines over who is core and not, and these lines of demarcation reflect 
status and influence in firms. As our analysis suggests, there are 
contractors who were insiders in firms and now have views from 
outside. Boundaries may be more permeable and fluid in ways that are 
not immediately obvious. And being outside of the firm may not 
always indicate status. 

The internal labor market (ILM) literature provided us with 
important insights into how organizations handled human resources 
for particular occupational groups in firms (Sherer, 1992). And dual 
labor market theory (Doeringer and Piore, 1971)  and the core
periphery strategy sensitized us to the mixing of ILMs and secondary 
labor markets within firms. However, a further understanding of 
human resources in organizations will come through seeing more 
generally that organizations have human resource portfolios. The core
periphery strategy', while colorful, does not generate as much 
variegation as this sometimes more, sometimes less, portfolio view of 
human resources in organizations. 
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The Manag e m e nt of Contract 
Workers and the R isks of 

Acc idents:  Evidence from t h e  
Petrochem i cal I nd u stry 

JAMES B. REBITZER AND THOMAS A. KocHAN 
Massachusetts Institute of Technology 

On October 23, 1989, an explosion occurred at a Phillips 66 
chemical complex in Pasadena, Texas. Twenty-three workers were 
killed and 232 others were injured. 

The explosion at Phillips brought to a head a long-standing debate 
over the use of contract workers in the petrochemical industry. 
Contract workers are an important part of the work force in petro
chemical plants, accounting for approximately 30 percent of work 
hours during periods of normal operation at a typical plant. Labor 
unions in the petrochemical industry contend that companies use low
wage contract workers as a means of evading high-wage permanent 
employees. These contract workers pose a safety risk because they 
have low levels of education, training, and on-site work experience. 
Industry representatives respond that contract workers are a 
legitimate means of coping with natural fluctuations in labor demand. 
They argue that management in the petrochemical industry has a 
strong commitment to work-place safety and one of the best 
occupational injury rates of any manufacturing industry. 

The Phillips explosion moved Congress and the Occupational 
Health and Safety Administration (OSHA) to fund a study of the 
safety issues raised by the use of contract employees in the petro
chemical industry. OSHA convened a steering committee composed 
of all interested parties-representatives of union and nonunion 
contracting firms, representatives of the major oil and chemical 
companies, and representatives of the major production and building 
trades unions. The John Gray Institute was chosen by OSHA to 
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conduct a comprehensive study of safety issues relating to contract 
workers. The study had many parts including case studies of safety 
practices at nine petrochemical plants, a national survey of managers 
of petrochemical plants, a survey of contractors supplying labor to 
these plants, and a national survey of contract and direct hire 
employees in the petrochemical industry. 

The purpose of this paper is to discuss the implications of our 
analysis of the determinants of contract and direct-hire accident rates 
in petrochemical plants. Readers wishing more detail on this portion of 
the research can consult Rebitzer (1991) .  For a comprehensive study 
of issues relating to the management of contract labor in the U .S.  
petrochemical industry see Wells, Kochan and Smith ( 1991 ) .  

Contract Workers and Safety Management 

Petrochemical plants are large, complex operations and the 
knowledge required for safely functioning in these plants is often site 
specific. Direct-hire employees acquire site-specific safety informa
tion informally through experience on the job and formally through 
regular safety training programs run by host employers. These 
avenues for learning job-related safety practices are often not open to 
contract employees. The short, on-site tenure of most contract 
employees makes informal on-the-job learning problematic. In 
addition it is not clear whether the contractors supplying contract 
workers have sufficient knowledge of plant practices to offer 
adequate safety training or supervision. (Throughout this paper we use 
the term contractor to refer to firms that supply contract employees to 
petrochemical plants. The plants are, in turn, referred to as host 
employers. )  

If contractors do not  provide adequate safety training and 
supervision, host employers can, in principle, fill the gap by providing 
additional training and supervision. Case studies and surveys of plant 
managers and contractors indicate that tills typically does not happen. 
Instead we find that host employers often do not keep reliable records 
of the accident experience of contract employees on site and they 
often engage in little or no direct safety supervision of contract 
employees. Through interviews we learned that plant managers 
generally seek to maintain an arm's-length relationship with contract 
employees. This hands-off policy does not arise from technical 
considerations. Rather managers are motivated by the rules workers' 
compensation systems use to assign liability for the costs of work-place 
accidents. 
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Although details vary from state to state, most workers' compensa
tion systems make the contractor liable for the premiums of contract 
employees and the host employer liable for the premiums of direct
hire employees. However, if host employers get closely involved in the 
training and supervision of contract employees, they risk becoming li
able for the workers' compensation premia of contract employees. 
This method of assigning liability for work-place hazards creates two 
disincentives towards optimal work-place safety. First, unsafe host 
employers may profit by contracting out hazardous jobs and shifting 
the costs of these hazards onto contract employees. Second, safety
conscious host employers may be inhibited from closely monitoring 
the safety training and supervision provided by contractors because 
this could increase their workers' compensation premiums. 

Empirical findings 

The preceding section outlined a number of safety management 
problems that emerged from case studies of petrochemical plants, 
surveys of employers, and surveys of the literature on workers' 
compensation systems. In order to assess whether these problems 
significantly influence safety outcomes we surveyed individual em
ployees and collected information on their recent accident experience, 
relevant safety training and the intensity of safety supervision. Three 
fundamental empirical results emerged from the survey. For a com
plete presentation of these results see Rebitzer ( 1991) .  

First, contract workers in  petrochemical p lants experience 
significantly higher accident rates than do permanent employees. 
These differences in accident rates appear to result from the fact that 
contract workers are employed in more dangerous jobs than 
permanent employees. Second, the determinants of  accident rates are 
quite different for contract employees than permanent employees. We 
found that contractors are given primary responsibility for the safety 
training of contract employees. However, the safety training provided 
by contractors appears to have no effect on the accident rates of 
contract employees. In contrast, the safety training provided to direct
hire employees by host plants dramatically reduces the accident rates 
of direct-hire employees. Similarly, experience with the employer 
dramatically reduces direct-hire accident rates but not contract 
employee accident rates. Third, accident rates among contract 
employees are significantly reduced if the host employer uses high or 
moderate levels of safety supervision, but approximately 35 percent of  
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the contract employees interviewed reported only low levels of safety 
supervision. 

These three results indicate that the safety-management problems 
outlined above have a significant effect on workplace safety. The 
finding that contractor safety training and work experience has no 
effect on contract employee accident rates suggests that much of the 
important information needed for working safely in a petrochemical 
plant is not available to contractors. The finding that safety 
supervision by the host employer dramatically reduces contractor 
accident rates supports the notion that involving the host employer in 
the management of contract labor is crucial for ensuring their safety. 

Policy Impl ications 

Workers' Compensation: Case studies and interviews with plant 
managers in the petrochemical industry indicate that features of the 
workers' compensation system encourage an arm's length relationship 
between host employers and contract employees. Analysis of survey 
data suggests that this arm's-length relationship increases accident 
rates among contract employees. It follows then that safety in the 
petrochemical industry could be improved by altering the manner in 
which the workers' compensation system assigns liability for the costs 
of workplace injuries. 

A number of reforms to the workers' compensation system flow 
naturally from our analysis. States could encourage the flow of 
information about job hazards by requiring that host employers collect 
and disseminate data on the accident experience of contract and 
direct-hire employees on a site-by-site basis. Disincentives for host 
supervision of contractor safety could be eliminated altogether if host 
employers were made liable for the workers' compensation costs of 
contract employees working on site. Although responsibility for 
workers' compensation lies primarily with the states, OSHA could 
encourage changes along these lines by holding host employers liable 
for safety violations relating to contract employees. 

Industrial Relations: The future of American industrial relations 
hinges on the ability of unions and employers to transform traditional 
practices when they become dysfunctional (Kochan, Katz, and 
McKersie, 1986). The governance of employment relations involving 
contract workers and safety is a microcosm of the broader problems 
associated with transforming industrial relations systems. Maintaining 
traditional attitudes towards contract work in the petrochemical 
industry will lead to continued tensions between labor unions and 
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management, continued decl ines in union membership, and 
unnecessarily high rates of accidents at petrochemical plants. An 
alternative approach (outlined in Wells, Kochan and Smith) is to 
involve all the stakeholders in a process of continuous improvement of 
safety conditions. This process would require that management and 
labor together make decisions about what work to contract out and 
what training and supervision be given to contract employees. 

Moving to this alternative model of industrial relations will require 
a fundamental change in the behavior of organized labor, manage
ment, and the federal government, a change that was certainly not 
evident in the operation of the steering committee set up to oversee 
this research. The industry representatives, for example, approached 
the steering committee as if it were a mechanism that the unions and 
government were using to exploit public fears about safety in the 
petrochemical industry. As a result the industry adopted an extremely 
defensive posture. They worked actively to limit the scope of the data 
collection and to discredit the findings and the researchers involved. 

The unions adopted a tactical approach to their participation on 
the steering committee. Once they saw that the industry was taking 
steps to thwart or control the research process and that the preliminary 
results of the research were nevertheless consistent with some of their 
claims, they chose to resign from the committee in protest. By doing so 
they maintained their freedom to criticize the industry and OSHA in 
the event the research was abandoned or the results suppressed, 
ignored, or watered down. 

The Occupational Safety and Health Administration was in a 
position to take a leadership role on this issue by persuading labor and 
management to adopt more constructive postures or by initiating new 
safety regulations relating to contract employees. However OSHA's 
freedom to act was severely limited by political appointees overseeing 
the process from the Office of Management and Budget and the Labor 
Department. 

The trench battles between labor and management together with 
the political limitations imposed on OSHA continue to prevent 
responsible labor, management, and government officials from 
working together to address the serious safety problems uncovered by 
the John Gray Institute study. Perhaps the safety and health of 
employees in the petrochemical industry should be added to the list of 
social costs resulting from the failure of management, unions and the 
government to transform the American system of industrial relations. 
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Implications for ihe Study of Short-Term Employees 

The use of short-term employees has increased dramatically in the 
United States in recent years (see Abraham, 1990) .  The studies 
summarized here offer the first empirical analysis of the consequences 
of short-term employment relationships on labor market outcomes. 
(For a theoretical analysis of the consequences of short-term 
employees see Rebitzer and Taylor, 1991 . )  We found that, at least in 
one industry where they are an important part of the work force, 
short-term employees experience higher levels of job risks than do 
permanent employees. These accident differentials result in part from 
the difficulties of training and supervising short-term employees. We 
also found markedly lower wages for contract than direct-hire 
employees. These wage differentials persisted even after controlling 
for occupation, years of schooling, training, union status, plant size, 
race, and location (see Rebitzer, 1991).  

The problems of training and supervising short-term employees 
are not unique to the petrochemical industry. Indeed, they are likely to 
appear whenever contract and temporary employees are used. In the 
absence of important externalities or information failures, the 
management problems created by short-term employees would be of 
little economic consequence. Analysts could reasonably suppose that 
the forces of market competition compel employers to choose an 
"optimal" mix of short-term and long-term employees. However, the 
lesson of this research project is that when information failures are 
important, a less sanguine approach to short-term employees may be 
warranted. 

In the petrochemical industry, job hazards are complex and 
difficult for contract employees to monitor. This information failure, 
in the context of a flawed workers' compensation system, creates 
incentives for firms to employ too many, poorly trained contract 
employees for hazardous jobs. Some industries that rely heavily upon 
contract and temporary employees (notably health care) produce a 
product that is complex and difficult for the producer and customer to 
monitor. This sort of information failure may also lead employers to 
use "too many" and "inadequately trained" short-term employees. Our 
findings for the petrochemical industry underscore the need for 
further research into the labor market consequences of short-term 
employment relationships in other industries and other institutional 
settings. 
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Staff i ng Strateg ies :  
O rga n i zati o n a l  Differences 

i n  t h e  Use of Tem pora ry E mp l oyment 

PHILIP K. WAY 
University of Cincinnati 

Temporary employment is an important component of what have 
been termed the "employment arrangements" of the organization, that 
is the totality of internal labor markets in the organization (Sherer, 
1991) .  A Bureau of National Affairs (BNA) survey (1986, p. 10) found 
that in 1986 nearly all organizations used temporary help. 

Interpretations of the use of temporary help have hitherto been 
limited. First, there has been a plethora of surveys of organizations 
that have revealed the proximate reasons for employing temporaries , 
such as the need to cover for absent and vacationing workers and to 
staff special projects among other things. However, they have done 
little to expose the underlying staffing strategies (see, for example, 
Simonetti and Nykodym, 1988).  Second, even where temporary em
ployment has been related, often convincingly, to a broader staffing 
strategy, especially the need to create a contingent work force (Belous, 
1989) , other strategic considerations that are necessary elements in a 
complete explanation of temporary employment have been excluded. 

Further, although important theoretical and/ or empirical advances 
have been made in specifying the determinants of interorganizational 
differences in staffing strategies (Abraham, 1987; Mangum, Mayall, 
and Nelson, 1985; Osterman, 1987 and 1988; Sherer, 1991),  most 
authors have not considered the determinants of temporary employ
ment in isolation, instead treating temporaries as part of a broader 
group of flexible staff. In addition, the highlighted causes have been 
relatively selective. 

In recognition of these lacunae, this paper seeks to distinguish the 
various types of staffing strategies underlying the use of temporary 
employees. It also analyzes the causes of organizational differences in 
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the strategic role accorded temporary help, guided by a broad 
conceptual framework. The qualitative data on which the paper is 
based were gathered in the late 1980s in a series of 50 case studies of 
organizations from a variety of industries in the Midwest. A semi
structured questionnaire was administered in each case. 

Staffing Strategies Involving Temporary Employees 

Staffing strategies are generally designed to achieve one or more 
staffing objectives. First, a desire to recruit and retain sufficient 
workers to meet the output objectives of the organization is likely. 
Second, particular productivity goals that can be fostered through 
staffing may be established. Third, staffing strategies may have to 
contribute to cost control. Fourth, the organization may seek to treat 
staff equitably in terms of their employment conditions. Finally, 
staffing objectives would probably include the need to comply with 
relevant legislation. The first three objectives are likely to be the most 
significant determinants of different types of staffing strategies 
involving temporaries. The comparative treatment of temporary and 
regular employees and the extent of legal compliance are likely to be 
relatively undifferentiated among users of temporaries. 

The recruitment and retention, productivity, and cost control objec
tives may be formulated in different ways, giving rise to different 
staffing strategies. Figure 1 shows that varying emphases in the state
ment of the three objectives by firms in the sample generated three 
broad types of strategies involving the employment of temporaries. 
These should be regarded as ideal-typical constructs (in the Weberian 

FIGURE 1 
The Relationship Between Staffing Objectives and Strategies 

Staffing Objectives and Emphases 
Recruitment and 

Strategy Retention Productivity Cost Control 

Core-Periphery Retention of Flexibility Staffing 
regular employees adjustments 

Optimal-Mix Recruitment Maximization Compensation 
of regular or Staffing 
temporary adjustments 
employees 

Constrained- Recruitment of Continuity Disruption of 
Choice regular employees production or 

service 
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sense) :  deviations from the "pure" form of the strategies described oc
curred in practice. It is also important to note that these strategies were 
not mutually exclusive. Some employers had staffing objectives that 
were multifaceted and therefore employed multiple staffing strategies . 
Further, there were changes in strategy over time in some organizations. 

The first strategy can be termed the "core-periphery" strategy. It 
was motivated in part by a wish to retain regular workers with 
desirable characteristics, for example nonunion status or essential 
skills. Since retention was not automatic, it had to be bought. The price 
included greater, although not necessarily guaranteed, job security. 
Thus, a cadre of valuable employees with relative job security-the 
core-was established. The remainder comprised the periphery. 

The core-periphery strategy was also encouraged by a goal of 
flexibility which was believed to permit the maintenance of  
productivity in  the face of changing numerical and functional 
demands. Numerical flexibility could be achieved relatively easily 
through changing the number of peripheral employees. Functional 
flexibility could obviously be effected by varying the tasks performed 
by employees in general, but the existence of a periphery with 
relatively less job security facilitated the substitution of workers with 
different skills. Temporary employees were one component of the 
periphery that provided both numerical and functional flexibility. 

Finally, the core-periphery approach tended to be associated with 
a preoccupation with the control of the costs of adjusting the size of 
the work force, such as recruitment, hiring, training, and separation 
costs. Peripheral employees, particularly temporaries, could be hired 
and terminated relatively cheaply. 

To illustrate, one hospital studied pursued a core-periphery strat
egy in order to retain its superior-quality nurses while significant peri
odic layoffs demanded numerical flexibility at minimum cost. Oster
man ( 1988) also found in some firms that peripheral workers acted as 
a buffer against environmental pressures in order to enhance the job 
security, and hence the commitment and flexibility, of core workers. 

The second strategy can be called the "optimal-mix" staffing 
strategy. It was facilitated in part by a nonconstraining staffing 
objective of recruiting sufficient workers, regardless of whether they 
were regular or temporary. There was no mandate to protect a core 
group of employees, nor to have a buffer of peripheral employees. 

The strategy also tended to reflect a general desire to maximize per 
capita labor productivity, given the organization's output objective 
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and given relative compensation costs. Thus, everything else being 
equal, temporaries were hired to the extent that they were more 
productive than regular employees. 

In terms of cost control, the objective was usually to minimize 
staffing costs, both compensation and the costs of adjusting the size of 
the work force, holding productivity levels constant. Temporaries 
were preferred, everything else being equal, when the fee paid for 
their services (or the compensation paid to, and the cost of engaging, 
in-house temporaries) was less than the compensation of regular 
employees and their recruitment, hiring, training, and separation costs. 

By way of example, one case study manufacturing firm employed 
the optimal-mix strategy, hiring both regular and in-house temporary 
employees. The temporary workers were called in during periods of 
peak production to remove the need for incurring the costs of hiring 
and firing regular employees. It was felt that productivity remained 
high because the in-house temporaries were experienced. The 
company also found temporary employment to be an economical 
method of screening employees prior to being hired on a regular basis. 
The strategy was distinct from the core-periphery approach in that 
there was no intent to protect regular employees. 

There is other evidence in support of the existence of the optimal
mix strategy. A review of the advantages and disadvantages of 
temporary employment emphasized the gains made by companies in 
cost savings and productivity improvements (Nye, 1988) .  Mangum, 
Mayall, and Nelson (1985) found that organizations with high benefits 
relative to payroll used temporaries more extensively. It should also be 
noted that the optimal-mix strategy underlies much of the normative 
literature on temporary employment to be found in professional 
human resource management magazines. 

The third strategy is termed the "constrained-choice" strategy. The 
recruitment objective of firms pursuing this strategy was to hire 
regular workers except where constrained by supply and demand 
forces. Supply constraints occurred when it was difficult to hire a 
regular employee at existing compensation levels. Demand constraints 
occurred when it was imperative to hire someone. The essence of this 
strategy was that the employer felt constrained, compared to the other 
strategies where the employer was at least willing and perhaps anxious 
to employ temporaries. 

The constrained-choice strategy was also associated with a 
productivity objective that emphasized continuity of production. Thus 
temporaries were ,employed to maintain output rather than to 
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maximize production or enhance flexibility. The emphasis in cost 
control was on minimizing the costs of disruption. Given alternative 
staffing means were unavailable, temporaries were employed to the 
extent that the costs of disrupted production or service outweighed the 
costs of temporary help. 

A case study example of an organization favoring the constrained
choice strategy was a nursing home that preferred to hire only regular 
employees in order to provide continuous quality care to the residents. 
However, the home was forced to employ temporaries because of an 
unyielding demand for care from the patients, in conjunction with 
absenteeism and short periods of leave by regular employees. A 
shortage of care providers reinforced the constraint on the employer. 
Turning residents away would have been a more costly alternative, 
and would have prevented residents from receiving continuity of care. 
Most surveys of the reasons for temporary employment show that this 
strategy is common: supply constraints, such as absenteeism and 
interim vacancies while regular employees are hired, combined with 
an implicit need to maintain output, frequently necessitate temporary 
help ( for example, BNA, 1986) .  

Determinants of Differences in Staffing Strategies 

Conceptually, the organization's strategy is derived from its 
staffing objectives and ultimately from its business objectives, which 
in turn are fashioned by the internal and external environment, 
although there may be room for strategic choice. Of importance 
externally may be product and labor market pressures, as well as 
political, legal, and social influences. Internally, technology, unions, 
employees, organizational structure, and organizational culture may 
play a role. 

The case study evidence indicates that the core-periphery strategy 
was found predominantly in organizations facing potential layoffs 
caused by the product markets in which they operated. In the main, 
seasonal fluctuations in product demand, although in some cases 
cyclical changes, short product cycles, and special projects, were 
responsible. In a more limited number of organizations, uncertainty 
concerning the durability of demand due to intensifying competition 
and the fear of greater cyclical variability played a role. Where layoffs 
had been experienced in the past, organizations tended to be more 
anxious to adopt a core-periphery strategy. The product market is not 
a sufficient explanation, however, because it does not explain why it 
was wished to retain regular employees. 
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Three different supplementary influences were at work in the 
sample studied. First, and most important in the sample, was a strong 
organizational philosophy that there should be no layoffs. This was 
predominantly rooted in a belief that employment stability would help 
avoid successful union organizing campaigns-a cause that has tended 
to be neglected in previous research. Paternalistic attitudes, a concern 
for a good corporate image and employee morale, and Japanese 
ownership also influenced management philosophy. Second, where 
there were employees who were very productive or who had been 
highly trained by the employer, there was an incentive to protect them 
from layoffs. Third, where technical change was occurring, it was 
believed that the employees would be more flexible if they felt their 
employment was secure. 

Facilitating the core-periphery strategy was the availability of an 
adequate supply of temporaries who were able to fill the peripheral 
positions. A nonunion environment also made the employment of 
temporaries easier. 

The optimal-mix strategy was seen where there were pressures on 
the organization from the product market or from politicians and their 
bureaucracies to minimize costs. Competition and uncertain or volatile 
demand which had required or might potentially have caused layoffs 
was sometimes also associated with this strategy. Distinctively, 
however, the incentive to avoid layoffs through employing temporar
ies was motivated by the need to reduce separation costs rather than to 
protect core employees. 

Alternatively, employing temporaries as part of an optimal-mix 
strategy was frequently triggered by a shortage of regular employees 
or high turnover rates which raised the costs of hiring regular 
employees such that temporaries became more economical. Less 
commonly in the sample, the relatively high compensation of regular 
employees gave an inducement to engage temporaries. 

The productivity of temporaries was rarely a primary reason for 
their employment. However, their use was facilitated where their 
productivity levels were close to those of regular employees. This 
tended to occur when the job involved general skills, routine duties, or 
a short learning curve, or the employee had prior training or experience. 

Nonunion status facilitated the optimal-mix strategy so long as there 
was no threat of an organizing attempt. In the unionized sector, the same 
effect was achieved where the union recognized that temporaries 
provided a degree of security to regular employees, even if that was not 
the objective of their employment. 
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The constrained-choice strategy tended to be adopted where the 
product market necessitated a particular level of production or service 
provision, and therefore a certain level of staffing. This occurred, for 
example, where competitive forces obliged a swift delivery to the 
customer, or where round-the-clock service was offered. Similarly, 
production technologies requiring specific numbers of personnel were 
a cause. 

At the same time, the labor market was characteristically unable to 
supply sufficient regular employees to meet the demands of the 
product market or technology, often because of short notice. 
Frequently, the current regular employees of the organization were 
absent, sick, or on vacation, or quit, creating gaps in staffing. In other 
cases the lack of regular employees was caused by headcount ceilings, 
budget limits, or lags in the process of position approval. 

Organizations were sometimes restricted to this strategic use of 
temporaries because of institutional pressures to minimize the extent 
of peripheral employment. In the public sector, governmental units 
typically had hiring procedures or specific laws limiting the conditions 
under which temporaries could be hired. A common view of unions, 
often embodied in contract language, was that temporaries should 
only be employed if necessary. 

Conclusion 

This paper has probed beneath the superficial reasons for using 
temporary workers and has identified multiple strategies. A wide 
variety of factors has been found to explain differences in organiza
tional strategy. Future research should use survey data to test the sig
nificance of these explanatory factors. Attention should also be fo
cused on the separate research questions not addressed here of 
whether the differences in strategy translate into differences in em
ployment conditions, and of the strategic reasons for the choice of 
temporaries over other forms of flexible staffing. 
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DISCUSSION 

KATHARINE G. ABRAHAM 
University of Maryland 

The now familiar core-periphery model of employment systems 
serves as the starting point for the paper by Peter Sherer and 
Kyungmook Lee. Sherer and Lee are troubled by that model's implicit 
assumption that workers must be either "inside" the firm (core) or 
"outside" the firm (peripheral) ,  and propose a categorization of 
employment types that allows, in addition, for an intermediate, 
partially attached group. Allowing for a greater variety of employ
ment types naturally generates a greater number of ways in which 
these may be combined. Human resource strategies certainly exhibit 
far greater diversity than is captured by the core/periphery frame
work, and I am intrigued by Sherer and Lee's approach to studying 
that diversity. While there are problems with the specific analysis 
reported in their paper, some of which I outline in the following com
ments, there are also ideas there worth pursuing. 

The first empirical task that Sherer and Lee set for themselves is to 
assess whether there are groups of human resource practices that tend 
to occur jointly and that are indicative of a firm employing a "core," 
"partially attached" or "wholly unattached" work force. Unfortu
nately, the survey questionnaire from which their data are derived 
asked respondents about a rather limited set of specific practices. 

A priori, one might expect core employees to receive substantial 
training, enjoy attractive promotion prospects, perform a wide set of 
tasks, part icipate actively in important decisions facing the 
organization and perhaps have some financial stake in the enterprise. 
Partially attached employees might be expected to receive less 
training, have more limited access to promotion ladders, perform a 
more circumscribed set of tasks, perhaps to work away from the 
employers' premises, and often to work part-time or part-year. 
Finally, wholly unattached workers might include persons employed 
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in a variety of statuses, including agency temporaries, short-term hires, 
and outside contractors. 

Sherer and Lee have no data pertaining to training, to the firm's 
promotion or job rotation practices, or to the breadth of the tasks that 
various groups of employees are expected to perform, and only very 
limited data pertaining to the employment of workers in various 
statuses. In essence, positive responses to several questions concerning 
different types of worker participation are taken to indicate the 
presence of a "core" work force; reported use of nonstandard work 
schedules serves as an indicator of "partially attached" employment 
relationships; and reported use of retirees as temporary workers is 
taken to indicate the presence of "wholly unattached" workers. In each 
case, there is a significant discrepancy between the kinds of 
information on which one might have liked to base these determina
tions and the information actually available. 

The fact that one observes certain sets of practices bundled 
together, rather than occurring independently, is of interest. For 
example, it is noteworthy that firms that have set up self-managed 
work groups and employee involvement teams also tend to have 
established productivity incentives and gain sharing schemes. I am 
nonetheless troubled by the rather weak linkage between the "core," 
"partially attached" and "periphery" constructs and the information 
available in the authors' data set. This, in turn, makes me skeptical of 
the ensuing description of the different ways in which these 
employment arrangements are clustered. 

A further limitation of the present analysis is the lack of attention to 
�he impoitant question of why particular firms make use of a 
particular mix of employment relationships. Additional information on 
organizational and environmental characteristics would have been 
useful for addressing this issue. For example, the authors are at a loss 
to explain why some firms apparently choose to employ only core 
employees, with no surrounding periphery. One hypothesis is that low 
volatility of demand together with a rapid rate of technical change 
make this an attractive choice, but testing this hypothesis would have 
required information on the demand for output and the pace of 
technical change at responding firms. 

Like Sherer and Lee, Philip Way is dissatisfied with the core
periphery model. Way focuses on agency temporaries and proceeds 
by cataloguing reasons for their use in addition to the buffering 
function emphasized in the core-periphery literature. Based on his 
interviews with employers, Way points to potential cost savings 
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associated with lower wage and benefit costs and to regular employee 
absences as additional reasons for using temporary workers. While 
both may be quantitatively important, the former seems more apt than 
the latter to reflect a deliberate plan and thus to be more appropriately 
labeled a staffing strategy. 

An important question not addressed in the paper is why firms 
should ever be able to hire temporary workers at a lower wage than 
would be paid to regular employees of comparable productivity. One 
can, I think, tell an appealing story about how this might come about 
(Abraham, 1990). Efficiency wage models suggest that paying high 
wages may be a sensible way of reducing supervision costs, reducing 
turnover costs or fostering organizational commitment among the 
firm's "core" work force. There is, however, little obvious return to 
paying high wages to persons performing tasks less central to the 
organization's mission. This suggests that high wage firms may find it 
attractive to have certain tasks performed by "outsiders," perhaps 
including agency temporaries. This conclusion follows, however, only 
if the firm does not have the option of paying core workers above
market wages and simply meeting the market for other workers on its 
payroll. Is it reasonable to assume that firms cannot do this? I believe 
it may be. Even in the nonunion sector, internal equity considerations 
may well place significant constraints on workers' relative wages, such 
that if some groups of workers are highly paid all must be highly paid. 
The use of temporary workers who are viewed by other employees as 
outsiders may then offer a way to evade these constraints on relative 
wages. 

A potentially important reason for using agency temporaries that 
Way does not discuss is the desire to take advantage of special 
expertise possessed by the temporary. In other work, I have found 
some evidence that this is an important reason for making use of 
various categories of "outsiders" (Abraham, 1988, 1990) and would 
have been interested in knowing whether those interviewed men
tioned this as a motivation for reliance on temporary help agencies. 

One somewhat disappointing feature of the Way paper is the lack 
of any quantitative analysis. At a minimum, it would have been useful 
to provide some sense of the relative importance of each of the 
different reasons for using agency temporaries catalogued. I also 
suspect that more could have been done to document the relationship 
between firms' stated reasons for using agency temporaries and their 
observable characteristics. 
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The paper by James Rebitzer and Thomas Kochan, which focuses 
on safety problems associated with the use of contract workers in the 
petrochemical industry, addresses a rather different set of issues than 
the other two papers. Even in their paper, however, the core
periphery model raises its head. In this case, it appears in the form of 
the petrochemical industry's argument that the use of contract workers 
is a legitimate response to natural fluctuations in demand. While 
somewhat apart from the main thrust of Rebitzer and Kochan's 
investigation, it would have been of considerable interest to know 
whether there is a defensible basis for the industry's claim. Are the 
tasks performed by contract workers inherently such as to require a 
surge in staffing levels during the period they are carried out, or could 
they feasibly be handled by a regular work force of fixed size? If 
uneven labor requirements create a strong economic motivation for 
using outside contractors, the workers' compensation reforms that 
Rebitzer and Kochan propose might have relatively little effect on 
firms' staffing arrangements. I would agree, however, that their 
proposed reforms could only help to make contract workers' jobs 
safer. 
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A voluminous literature on Japanese management practices, espe
cially human resource management (HRM) practices, has emerged in 
recent years (Yang, 1991) .  From one perspective, Japanese firms 
practice a form of "high-commitment-type" work-employment sys
tems featuring job stability, flexible job design, work teams, relative
ly flat pay structures, substantial variable compensation, and on-the
job training, among other characteristics (Lawler, 1986; Taira, 1988) . 
Some researchers have concluded that this high-commitment or "sala
ried-worker" model has been successfully transported across national 
boundaries, including to the U.S .  (Shimada and MacDuffie, 1987) .  
Other researchers emphasize the limitations of such HRM cross-na
tional transferability (Yang, 1991) ,  and still others emphasize the con
vergence of U.S. and Japanese HRM policies and practices (Jacoby, 
1991) .  
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This paper addresses the question of whether there is in fact a 
single (high-commitment/salaried-worker or other) model of Japa
nese HRM practices in the U.S . ,  and does so by analyzing two survey
based data sets recently obtained from samples of Japanese and U.S.  
firms operating in the U.S .  (Yang, 1991; Delaney, Lewin, and lchniow
ski, 1989) . To preview the main findings and conclusions of this re
search, it appears that there is not a single model of HRM practices op
erating in the U.S. ,  either among Japanese or U.S. firms. Rather, the 
data support the conclusion that dual (and perhaps multiple) systems 
of HRM practices are prevalent in the U.S. ,  both among Japanese and 
U.S.  firms. Some characteristics of these systems and some of their de
terminants are identified below. The paper also briefly considers the 
relationships between HRM practices and firm performance. 

H R M  Policies of Japanese and U .S .  Firms 

For this research we rely on data obtained through special surveys 
of samples of Japanese and U.S .  firms operating in the U.S. These 
surveys were conducted in 1989 and 1987, respectively, and the reader 
is referred to Yang (1991) and Delaney, Lewin, and lchniowski (1989) 
for further details about research designs, sampling methods, 
questionnaire content, response rates, and variable construction. These 
surveys yielded HRM data for 107 Japanese-owned firms and 438 
U.S .-owned firms operating in the U.S. during the late 1980s. 

Nine specific areas of HRM policy and practice are listed in Table 
1, together with the percentage of Japanese and U.S.  firms reporting 
that they followed these policies and practices. In each case, Japanese 
firms were more likely than U.S .  firms to have the specific policy or 
practice in place. Further, and with one exception (flexible work 
rules) ,  a majority of Japanese firms had each HRM policy/practice in 
place, while in only five of nine cases did a majority of U.S. firms have 
the specific HRM policy or practice in place. Thus, at first glance, 
Japanese firms operating in the U.S. seem more likely than U .S. firms 
operating in the U.S. to follow HRM policies and practices associated 
with high-commitment-type work-employment systems. 

However, the primary economic sector in which a firm operates 
apparently is an important determinant of both Japanese and U.S.  
firms' adherence to a high-commitment-type work system. In particu
lar, and as also shown in Table 1, firms in the manufacturing sector are 
more likely than firms in the service sector to have written human 
resource plans, employee training programs, formal job analysis 
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TABLE 1 
Incidence of Selected HRM PoliciPs in JapanesP and 

U .S.  Firms Operating in the U.S., Total and by Sector (�) 

HRM 
Japanese Firms U.S. Firms 

Policy Total Mfg. Service Total Mfg. Service 

Written Human 
Resource Plan 58.8 61 .4a 48.5a 51.4 60.9c 40.2c 

Employee 
Training 
Program 62.6 76.2b 43.2b 41 .2 51 .4d 34.7d 

Formal Job 
Analysis 
Program 74.5 83.6b 56.1b 56.4 61 .3 51.2 

Flexible 
Work Rules 46.5 56.2b 31 .8b 1 1 . 1  12.3 9.7 

Nonfinancial 
Participation 
Program 59.0 71.9b 39.3b 38.3 46.8c 29.6c 

Information 
Sharing 
Program 80.8 90.2a 67.5a 57.8 68.4d 45.5d 

Performance 
Appraisal 
System 94.2 90.5 99.9 76.5 68.2c 71.4c 

Financial 
Participation 
Program 52.1 67.4b 38.3b 41.2 52.3d 31.6d 

Grievance/ 
Complaint 
Procedure 64.6 7l .la 55.7a 61.6 78.7d 47.1d 

(n =) (107) (63) (44) (438) (230) (208) 

a = significant difference at p = < .05 according to a chi-square test 
b = significant difference at p = < .01 according to a chi-square test 
c = significant difference at p = < .05 according to a chi-square test 
d = significant difference at p = < .05 according to a chi-square test 

programs, flexible work rules, nonfinancial participation programs, in
formation-sharing programs, financial participation programs, and 
grievance/complaint procedures; in most cases, these differences are 
statistically significant. Only in the area of performance appraisal are 
service firms more likely than manufacturing firms to have adopted 
formal systems. 
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Determinants of H R M  Policy and Practice 

To more systematically identify the determinants of HRM policies 
and practices in Japanese and U.S.  firms operating in the U.S. ,  a series 
of logistic regression analyses were performed in which each of the 
nine human resource policies and practices listed in Table I served as 
the respective dependent variables, and the following served as 
independent variables : firm size (measured by assets), firm age 
(measured by years since founding), unionization (measured by a 
dummy union present-union absent variable) , region (measured by a 
four-category dummy variable), industry (measured by an eight
category dummy variable), and HRM values (measured by a three
item continuous variable based on scaled questions about manage
ment's prioritization of human resource issues in the firm, manage
ment's valuation of human resources in relation to financial resources, 
and management's beliefs about the contribution of HRM policies and 
practices to firm performance) . To conserve space, the detailed 
regression results are not presented here, but are available on request 
from the authors. 

The findings suggest that firm size is positively associated with the 
presence of written human resource plans, employee training pro
grams, formal job analysis programs, information-sharing programs, 
formal performance appraisal systems, and grievance/complaint pro
cedures among both Japanese firms and U.S .  firms operating in the 
U.S .  Younger (newer) firms are more likely than older firms to have 
written human resource plans, formal job analysis programs, nonfinan
cial participation programs, and information-sharing programs. In 
both Japanese and U.S. firms operating in the U.S . ,  employee union
ism is negatively associated with the presence of employee training 
programs, formal job analysis programs, and performance appraisal 
systems, and positively associated with the presence of information
sharing programs and grievance/complaint procedures. 

Few significant regional differences with respect to firm-level 
HRM policies and practices are evident from the findings, although 
firms located in the northern region of the U.S .  are somewhat more 
likely than firms located elsewhere to follow high-commitment-type 
HRM policies and practices. Manufacturing firms are considerably 
more likely than firms in other major industries to follow high
commitment-type HRM policies and practices, although there are 
occasional other positive and negative industry effects on the 
incidence of such policies and practices. Perhaps most notable, human 
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resource values of senior executives in Japanese and U.S.  firms 
operating in the U.S. are significantly positively associated with the 
presence of written human resource plans, employee training 
programs, flexible work rules, and nonfinancial and financial 
participation programs. 

H R M  Policy-Practice and Firm Performance 

The extent to which high-commitment (and other) types of HRM 
policies and practices contribute to the performance of the firm is an 
issue that has recently attracted the attention of scholars from several 
disciplines (Mitchell, Lewin, and Lawler, 1990; Ichniowski, 1990) . 
Certain popular writings as well as some academic works unequivo
cally claim that firm performance is enhanced through the use of high
commitment-type HRM policies and practices (Peters and Waterman, 
1982; Lawler, 1986), and there is little doubt that senior human re
source executives are increasingly being held to account for the contri
butions of HRM to firm performance (Freedman, 1990). Moreover, 
certain well-documented case or "best practice" examples, the most 
notable of which is NUMMI (the General Motors-Toyota joint ven
ture), strongly underscore the contribution of high-commitment-type 
HRM policies and practices to firm performance (Childs, 1989). 

To shed more light on this issue, we performed a series of OLS 
regression analyses in which respondents' perceptions of product 
quality and productivity improvement during the late 1980s served as 
dependent variables in the case of Japanese firms, and changes in 
reported return on investment and productivity (measured by revenue 
per employee) during the mid-1980s served as dependent variables in 
the case of U.S. firms. (Further details about the methods used to 
construct these dependent variables are available from the authors. )  
Selected results of these regression tests are presented in Table 2 .  

Generally speaking, few individual HRM-type independent 
variables are significantly related to measures of firm performance 
(and changes in firm performance) in Japanese and U.S.  firms 
operating in the U.S.-although notably, the siins on most of these 
variables are positive. Observe, however, that (the presence of) both 
employee financial and nonfinancial participation programs were 
significantly positively related to productivity (revenue per employee) 
changes in U.S .  firms during the mid-1980s. As to the control variables, 
firm age and location within the manufacturing sector are consistently 
negatively associated with the performance of Japanese and U.S.  
firms. Unionization is significantly negatively associated with 
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TABLE 2 
Selected OLS Regression Results for Japanese 

and U.S. Firms Operating in the U.S. 
(t-values in parentheses) 

Dependent Variable 

Japanese Firms U.S. Firms 

Independent Product Return on 
Variable Quality Productivity Investment Productivity 

Intercept 3.13 5.96 3.61 4.07 
(4.35) • •  (3.57 )00  (2.96)" " (2.75) • •  

Employee 
Training +0.06 -0.16 -0.12 +0.26 
Program (+0.26) (-0.82) (-0.31) (+0.43) 

Flexible +0.09 -0.06 +0.13 +0.41 
Work Rules (+0.47) (-0.70) (+0.28) (+1.27) 

Nonfinancial 
Participation +0.08 -0.11  +0.37 +0.43 
Program (NFP) (+0.31) (-1.32) (+0.69) (+1 .99) 0 

Financial 
Participation +0.42 +0.31 +0.28 +0.37 
Program (FP) (+0.73) (+0.69) (+0.58) (+2.06)0 

HRM Values -0.16 -0.02 +0.04 +0.10 
(-1 .09) (-0.07) (+0.11 )  (+0.17) 

Firm -0.04 +0.67 -0.32 -0.35 
Size (-0.19) (+ 1 .47) (-1.55) (-1.64) 

Firm -0.32 -0.89 -0.46 -0.41 
Age (-1.92) . (-2.20) 0 0 (-1.98)0 (-2.06) " 

Union -0.58 -1 .27 -0.52 +0.43 
(2.45) 0 • (-2.76)0 0 (-2.05) 0 (+2.02) " 

Manufacturing -1.09 -6.24 +0.38 +0.26 
(-1 .22) (-3.1 1 ) " "  (+1.04) (+0.86) 

Manufacturing +0.52 +0.40 +0.43 +0.39 
X Training (+2.01) "  (+1.98) " (+1.61) (+2.02) 

Manufacturing +0.62 +0.21 +0.36 +0.34 
X NFP (+1.97) 0 (+2.01 )0  (+1 .43) (+2.07)"  

Manufacturing +0.38 +0.31 +0.57 +0.46 
X FP (+2.02) " (+2.03) " (+2.17) 0 (+2.13)"  

Manufacturing +0. 10 +1 .17 +0.17 +0.27 
X HRM values (+2.04) " (+2.63) 0 0  (+0.81) (+1 .62) 

Rz 0.36 0.48 0.31 0.42 

(N =) (73) (73) (416) (416) 

0 = significant at p = < .05 
• 0 = significant at p = < .01 
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perceived product quality and productivity improvement among 
Japanese firms and with (changes in) return on investment among U.S .  
firms, but is significantly positively associated with (changes in) 
productivity among U.S. firms. These differential effects of unionism 
on productivity may be due in part to the use of a perceptual measure 
of productivity for Japanese firms, in contrast to the use of a 
behavioral measure of productivity for U.S. firms. 

To explore more fully these statistical relationships, several 
interaction variables were constructed and included in the regression 
analyses. The findings, also reported in Table 2, indicate that the 
interaction of the manufacturing sector with several HRM-type 
vari2.bles-training, employee nonfinancial participation, employee 
financial participation, and senior executive HRM values-are 
significantly positively associated with business performance and 
change-in-performance measures among Japanese and U.S. firms 
operating in the U.S. ,  with the results being relatively more consistent 
for Japanese firms than for U.S. firms. These findings may be 
interpreted to support the notion that high-commitment-type work
employment systems can contribute to firm performance, but also that 
other often exogenous factors also influence firm performance. 
Additionally, these findings underscore the potential importance of 
further research on the determinants of  HRM policy and practice 
"packages," and on the relationships between firms' choices of HRM 
packages and firm performance (Ichniowski, 1990).  

Conclusions 

Survey evidence obtained from samples of Japanese and U.S .  
firms operating in the U.S .  during the late 1980s suggests that the 
former do not follow a single high-commitment/salaried-worker 
model of HRM policies and practices that distinguish them from the 
latter. While Japanese firms operating in the U.S .  are more likely than 
U.S .  firms operating in the U.S. to have written human resource plans, 
employee training programs, job analysis programs, flexible work 
rules, employee financial and nonfinancial participation programs, 
information-sharing programs, performance appraisal systems, and 
grievance/complaint systems, the incidence of these practices is signif
icantly moderated by certain exogenous variables, for example, indus
try and unionization, and by certain endogenous variables, for exam
ple, firm size, firm age, and the HRM values of the firm's senior exec
utives. Concerning industry effects on firm-level HRM policies and 
practices, Japanese and U.S. manufacturing firms are considerably 
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more likely than Japanese and U.S. service firms to adhere to a so
called high-commitment/salaried-worker model. 

With respect to the effects of HRM policies and practices on firm 
performance, and controlling for such variables as firm size, firm age, 
industry, and unionization, it does appear that certain high-commit
ment-type policies and practices are positively associated with prod
uct quality, (changes in) productivity, and, to a lesser extent, (changes 
in) return on investment. These policies and practices include training 
programs, financial participation programs, and nonfinancial partici
pation programs. But also of (statistical) importance here is the "value" 
that senior executives place on HRM, and senior executives of Japa
nese firms operating in the U.S.  appear to place a higher value on 
HRM than senior executives of U.S. firms operating in the U.S.  The 
validity of this conclusion and the identification of factors that deter
mine senior executive valuation of HRM, both in Japanese and U.S.  
firms, merit further theoretical and empirical research. 
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The rapidly emerging economies of East and Southeast Asia now 
enjoy sustained annual rates of real economic growth approaching, 
and sometimes reaching, double-digit levels. (These countries include 
Korea, Taiwan, Hong Kong, and Singapore and, in recent years, 
Thailand, Malaysia, and Indonesia. China also falls into this category 
but, given its unique political situation, is not part of this discussion . )  
This paper examines the role of labor unions in this vital region, with 
special attention to their impact on various human resource manage
ment (HRM) practices within firms operating in Thailand. Other 
factors are also investigated, including a firm's national origin, profes
sionalism in the HRM function, and contextual influences. 

Union Effects on H R M  Practices in Thailand: 
An Empirical Analysis 

A study, conducted in Thailand over the period 1985-1989, 
generated in-depth interviews with personnel managers for 91 firms. 
These data are used here to assess union effects in comparison to other 
factors. Given space limitations, we only report here the results of a 
larger study, which examines both conceptual and empirical issues in 
much greater detail.1 

The firms used in this study are "modern sector" enterprises 
operating in the Bangkok area. The cases were randomly drawn from 
a listing of about 2000 of Thailand's largest companies. The sample 
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includes both Thai-owned firms and subsidiaries of American, 
Japanese, and European multinational corporations (MNCs) .  The 
managers interviewed in our study were asked to evaluate the 
importance of a wide range of HRM policies in their firms, as 
indicated in Table 1. Because of the sensitivity of the issue, we were 
not able to obtain accurate wage data and are only able to examine 
very general policies (e.g. , use of formal job evaluation systems, 
formal training methods, seniority-based pay) .  

TABLE 1 

Dependent Variables Used in Analysis 

WRITTEN JOB EVALUATIONS 
Use of job evaluation in setting pay structures 
( 1  = extensive use; 0 = little or no use) 

JOB DESCRIPTIONS 
Use of written job descriptions by the firm 
( I  = extensive use; 0 = little or no use) 

INTERNAL PROMOTION 
Reliance on promotion from within for staffing positions 
(1 = all or most positions above entry level are filled by internal promotion; 

0 = positions are often filled externally) 

SENIORITY -BASED COMPENSATION 
Extent to which compensation decisions are based primarily on seniority versus perfor-

mance 
(1 = extensive; 0 = limited) 

WRITTEN PERFORMANCE EVALUATIONS 
Firm's reliance on formal, written job evaluations 
(1 = extensive; 0 = limited) 

QUALITY CONTROL CIRCLES 
Firm's utilization of quality control circles 
( 1  = used; 0 = not used) 

SUCCESSION PLANNING 
Firm utilization of a formal succession planning system in staffing 
( 1  = used; 0 = not used) 

PROFIT SHARING 
Firm's utilization of a formal profit-sharing or gain-sharing system for employees 
(1 = used; 0 = not used) 

EMPLOYEE STOCK OWNERSHIP PROGRAM 
Firm has a formal system by which at least some employees may acquire shares in the 

firm as a fringe benefit 
(1 = yes; 0 = no) 

EXTERNAL TRAINING ( MANAGEMENT) 
Firm's reliance on external sources of training for managerial employees 
(1 = extensive; 0 = limited) 

EXTERNAL TRAINING (PRODUCTION) 
Firm's reliance on external sources of training for production workers 
(1 = extensive; 0 = limited) 
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In Western countries, unionism is known to impact many HRM 
policies in a firm. Whether that is the case in Thailand is an open 
question. Our preceding discussion suggests that union effects are 
likely to be weak. In addition, if unionism does impact HRM practices, 
it is more apt to affect HRM practices most closely linked to the 
workers represented by a union. 

As management systems may be influenced by national culture, we 
might anticipate that HRM practices within a particular country, such 
as Thailand, will depend on the national origin of the firm. That this is 
the case is not self-evident, since MNCs might range from ethnocentric 
firms (where subsidiaries apply the management systems of parent 
companies with little regard to local conditions) to polycentric firms 
(where subsidiaries adopt local management systems) .  Systematic 
differences in HRM functions related to a firm's national origin can be 
taken as evidence that ethnocentricism dominates over polycentrism. 
This study compares the relative impact of unionism and national 
origin (culture) in shaping HRM practices. However, should HRM 
policies not differ by national origin, this could also be the conse
quence of firms utilizing some emerging global management system. 

Another factor that might impact HRM practices is the extent to 
which the HRM firm is professionalized. "Professionalization" is taken 
to mean the extent to which human resource managers at the 
subsidiary level have had specialized training in systematic personnel 
practices. In American firms, the presence of personnel or HRM 
professionals within the subsidiary is apt to increase the reliance of the 
firm on formalized procedures that conform to externally-defined 
professional standards (Cohen and Pfeffer, 1986) .  As professionaliza
tion may also be related to unionization (since firms utilize HRM 
professionals to respond to unions) ,  it is important to include this 
variable in the analysis. 

Finally, one might argue that culture, unionism, and even HRM 
professionalism are not direct causes of HRM practices in firms. 
Rather, firms possess only limited "strategic" discretion and are really 
shaped by contextual factors, such as technology, organizational size, 
and market conditions. The basis for this argument is really quite 
simple: in the long run, firms that are not properly adapted to 
contextual conditions will fail because of competitive pressure. Hence, 
a limited number of contextual factors are included in this study as 
control variables. 

Depending on the variable, responses to questions regarding HRM 
practices were recorded using either a multiple-category scale (usually 
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a semantic differential) or dichotomous (yes-no) scale. The multiple
category scales were converted to dichotomous variables (see Table 1 )  
and logit analysis was used to  differentiate between firms relying at 
least to some extent on a particular HRM method and those not 
utilizing the method (or utilizing it to only a limited extent). 

As for the explanatory variables, union status is measured by a 
dummy variable indicating the presence or absence of union 
representation (for at least some workers) in the firm. HRM 
professionalism is  a subjective scale based on such factors as the 
backgrounds of HR managers and the relative size and structural 
complexity of the HR subunit. The original scale (a five-point Likert 
item) has been recoded to a dummy variable (differentiating between 
firms of moderate and high HRM professionalism and those with low 
or very low HRM professionalism). National origin of the firm is 
measured by means of dummy variables (differentiating among Thai, 
Japanese, American, and European firms) .  In the case of joint 
ventures, the firm is categorized according to the national origin of the 
dominant firm (usually majority owner). Control variables include size 
of the firm, capital assets per employee, and industrial sector. These 
variables (or similar ones) have been identified by other authors as 
related to HRM practices (Cohen and Pfeffer, 1986; Jackson, Schuler, 
and Rivero, 1989). 

Results 
We only report the significance levels for various groups of 

independent variables for each of the HRM practices that were 
analyzed (Table 2). (Tables in the larger study report parameter 
estimates for all equations summarized in Table l here.) In addition, 
we report a summary of the results for logit analyses of union status 
and HRM professionalism. For logit analysis, significance tests are 
performed using the change in the log-likelihood ratio resulting from 
the inclusion of the variable or set of variables defining a given factor 
in the logit equation. (These tests are analogous to F-tests in regression 
analysis . )  

Overall Analysis of HRM Practices 

Table 2 summarizes the results for logit analyses for ten HRM 
practices (all but one at the .05 level or better) . The contextual 
conditions included as control variables were also significant (as a 
group) in most of these equations. It would seem as though factors 
such as organizational size and industrial sector generally do play a 
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TABLE 2 
Summary of Results for Logit Analyses1 

Dependent Total Union Country HRM Control 
Variable Effect2 Effect3 Effects' ProfS Variables6 

Job Evaluation .001 . 10(-) .01 ns(+) .05 
Job Descriptions .05 ns(-) ns .10(+) ns 
Internal Promotion .10 ns(-) .10 ns(+) ns 
Seniority-based 

Compensation .01 . 10(+) .01 ns(+) ns 
Written Perform-

ance Evaluations .001 ns(+) .10 .05(+) .001 
Quality Control 

Circles .05 .05(+) .05 ns(+) .01 
Succession 

Planning .001 ns(-) ns ns(+) .001 
Profit Sharing .001 ns(-) .05 ns(+) .001 
Employee Stock 

Ownership .05 . 10(-) ns ns(-) .05 
External Training 

(management) .001 ns(+) ns ns (+) .001 
External Training 

(production) .01 ns(-) ns .05 (+) .001 

1 Suf!lmariz�s si�nificanc� levels in lo�it equations for i�dicat�d factors based on the 
chan�e m the hkeh ood ratiO for equatiOn as a whole usmg chi-square test (ns = not 
signi icant; '-' indicates factor not in equation. 

2 Significance level for equation as a whole. 

3 Significance level of union status dummy variable (sign in parentheses indicates 
direction of estimated effect, regardless of significance). 

4 Significance of change in likelihood ratio for set of dummy variables representing 
country of origin using Chi-square test. 

5 Significance level of HRM professionalism dummy variable (sign in parentheses 
indicates direction of estimated effect, regardless of significance) . 

6 Significance level of set of control variables (firm size, capital assets per employee, 
indus trial sector). 

major role in shaping a firm's HRM practices independently of 
unionization, national culture, and HRM professionalism. 

Impact of Unionism 

Our major focus has been the impact of unionization on HRM 
practices. The results indicate that such practices are, in certain 
instances, affected by a union's presence in Thai firms . Not 
surprisingly, the unionization variable was found to be insignificant in 
the case of HRM practices rather removed from workers represented 
by unions (e.g . ,  succession planning and training systems for 
managers) .  However, significant effects were found in the case of 
factors of more immediate interest to union workers, such as the firm's 
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reliance on job evaluation, seniority-based compensation, and employ
ee stock ownership. Moreover, the signs of the effects are consistent 
with what might be expected. That is, unionism reduces use of formal 
job evaluation methods, increases reliance on seniority-based compen
sation, and reduces employee stock ownership programs. It also signif
icantly impacts use of quality control circles. Of course, unions are 
often divided on the issue of participative management programs; in 
the case of Thailand, it would appear that presence of a union serves 
to increase such systems. There are some areas usually of concern to 
workers in which unions in Thailand have not had much of an effect. 
Reliance on internal promotion as a staffing technique is not signifi
cantly related to union presence (and the estimated effect is negative, 
counter to expectation) .  However, the rapidly growing economy may 
make job security an issue of limited concern. 

Impact of National Origin 

The set of dummy variables indicating national origin was found to 
be statistically significant in six of the ten equations. And in some of 
the cases in which national origin factor is not significant as a whole, 
one or two of the component dummy variables is significant. The 
hypotheses relating to the impact of national origin on HRM practices 
are quite complex and vary depending upon the issue in question. As 
one might suspect, Japanese firms are most prone to use quality circles 
and Asian firms (Thai and Japanese) rely more extensively on senior
ity-based compensation. Conversely, Western (especially American) 
firms utilize formal job evaluation systems more extensively than 
Asian firms. These effects are discussed more thoroughly in the larger 
study and are not so relevant here given our focus on union effects. 

Impact of HRM Professionalism 

The HRM professionalism variable was found to be significant in 
only three cases; of course, if professionalism had no impact on HRM 
practices, the variable might still be significant due to change in a few 
equations out of the ten estimated. However, the signs of the 
professionalism coefficients are consistent with what might be 
expected in most of these equations, whether significant or not. 
Professionalism appears to be related positively to utilization of job 
evaluations, job descriptions, written performance evaluations, quality 
circles, and extensive training systems. Given the relatively small 
sample size and overall significance of the equations, the absence of 
statistical significance might be a statistical artifact. 
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Conclusions 

This study has examined determinants of HRM practices in a 
sample of large companies operating in Thailand. Our major concern 
has been the impact of unionization on the firm's HRM system. 
Overall, our analysis does a very good job in explaining variations in a 
wide range of HRM procedures and methods. Surprisingly, given the 
environment typical of developing Asian economies, we found that 
unionism did have significant and theoretically reasonable effects on 
HRM practices particularly relevant to unionized workers. We also 
found exogenous contextual influences to be quite strong in most cases 
and observed significant variations in HRM practices associated with 
a firm's national origin. However, the professionalization of the HRM 
function was not found to impact HRM practices independently of 
these other factors. 

While unions have been relatively weak throughout most of this 
region, our analysis suggests that the fledgling labor movement in 
Thailand has had some meaningful impact on worker welfare. This 
may well be the consequence of the rapid economic development in 
the area, a condition which generally enhances union power. Of 
course, unionism only operates at the margins of the economy, so as 
always is the case in the assessment of union effects, we cannot be sure 
that these results are not the consequence of sample selection bias. 
Unfortunately, we do not have the data necessary to correct for that 
influence. 

Endnote 

1 Interested readers are invited to request a copy of the larger study from John 
Lawler, ILIR, University of Illinois, 504 E. Armory, Champaign, IL 61820. 
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In recent years the management of hwnan resources in Japanese 
enterprises has attracted widespread attention abroad. Their employ
ment system is considered to be one of the key factors in achieving 
international economic competitiveness and in improving productivity 
and the quality of goods and services they produce. As a result, the 
transferability of the key elements of Japanese human resource man
agement (HRM) practices has become a subject of considerable inter
est to scholars and practitioners in North America and abroad (Ouchi, 
1981 ; Pascale and Athos, 1981) .  In fact, Taira (1991) has gone so far as 
to suggest that human resource management in many U.S. firms at 
present resembles the Japanese employment system. Other scholars 
have criticized both the Japanese HRM system and its exportability 
(Sethi, Namiki, and Swanson, 1984; Pucik, 1984) .  

This paper is  divided into five parts. The first examines the tradi
tional Japanese HRM philosophy. The second part examines the extent 
to which the HRM practices of eight Japanese parent companies ad
here to this philosophy. Part three compares the practices of Japanese 
subsidiaries or joint ventures in Singapore, Malaysia, and India with 
those of locally-owned firms in the same sector or industry. The fourth 
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part examines the HRM practices of domestic-owned companies rela
tive to selected multinational companies (MNCs) in India.1 In the final 
part we consider some of the broader implications of these findings 
for developing countries. In this paper the word "subsidiaries" includes 
joint ventures and the term HRM also includes industrial relations 
(IR). 

Japanese Management Philosophy 

The traditional philosophy of Japanese HRM emphasizes em
ployee identification with the company through lifetime employment, 
participation, quality control (QC) circles, extensive benefits, consen
sus decision making, bottom-up communications (ringi system), on
the-job training, and others (Whitehill and Takezawa, 1968; Ouchi and 
Jaeger, 1978; Cole, 1979). 

The main purpose of this paper is to identify and discuss the HRM/ 
IR practices of Japanese firms, their overseas subsidiaries, and 
indigenous firms. The paper is based on several studies undertaken by 
the authors during the last eight years (1983-1990). Due to their 
exploratory nature and small sample sizes, they provide qualitative 
rather than quantitative analysis. These studies include a study of eight 
large parent companies (four in manufacturing and four in services) in 
Japan in 1983 and a study of the subsidiaries of the same eight 
Japanese firms located in Singapore, Malaysia, and India in 1985. In 
each of these countries data were also collected on locally-owned 
firms engaged in the same line of business. In-depth interviews were 
held with key informants in eight firms. Key informants included not 
only top and middle managers but also union officials. A comparative 
study of selected MNCs, and local firms in India in 1985 and 1990 was 
also conducted. Four M NCs and 27 indigenous firms (private and 
public sector) were included. 

H R M  Practices of Japanese Parent Companies 

An analysis of the data collected in the eight case studies in Japan 
suggests that the Japanese parent companies have internal promotion 
policies, a great many benefits, bottom-up communications, QC 
circles, and joint labor-management committees that engage in 
consultation beyond production and management questions, and 
include HRM matters such as recruitment, transfer, placement, work 
schedules, discipline, training, and retraining. 
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Japanese Subsidiaries and locally-Owned Counterparts in  
Singapore, Malaysia, and India 

A comparison of human resource management practices of the 
Japanese subsidiaries and their locally-owned counterparts in 
Singapore, Malaysia, and India reveals a number of similarities and 
differences (Table I ) .  As the table shows, there are more similarities in 
Singapore than there are in Malaysia or India. 

In the case of Malaysia and India the evidence from our case 
studies suggest that, while some human resource management 
practices such as employee representation, hiring, promotion, and 
layoffs are identical in the Japanese firms and their local counterparts, 
there are major differences in such areas as training, the decision
making process, labor-management relations, and work ethics. These 
will be discussed below. 

Training. Employee training is usually emphasized less in Malay
sian and Indian companies than in Japanese subsidiaries. For instance, 
there are fewer in-house training programs in Indian and Malaysian 
firms. In both countries local firms encourage their employees to im
prove their skills through self-study. Most Indian companies prefer to 
hire skilled personnel from the local labor market than to provide 
training themselves. 

QC Circles. Most companies in Malaysia do not have QC circles. 

Decision making. The social and cultural environment in India and 
Malaysia is not conducive to consensus decision making, which is 
considered to be the sole prerogative of management. Japanese-style 
consensus decision making is not usually practiced by Japanese subsid
iaries either, but they rarely make any important policy decisions with
out first consulting people at various levels of management. Before 
adopting operational decisions managers usually consult their subordi
nates. This is in sharp contrast to the practice in comparable locally
owned firms. 

Labor relations. There are major differences between the Japanese 
industrial relations system and those existing in India and Malaysia. 
The Japanese firms in the two countries abide by the local system. As 
far as dispute settlement is concerned, however, the subsidiaries share 
their parent company's management philosophy. They make every 
possible attempt to resolve disputes through negotiations and discus
sions. In contrast, most Indian and Malaysian employers follow the 



TABLE 1 
f$ "" 

HRM Practices of Japanese Subsidiaries and Locally-Owned Counterparts in 
Singapore, M alaysia, and India: Summary Table of Findings1 

Singapore Malaysia India 

Japanese Locally-owned Japanese Locally-owned Japanese Locally-owned 

Employee Industry-wide Industry-wide Industry-wide Industry-wide Industry-wide Same ;; 
representation and company and mixed unions or no and mixed unions or no , 

unions; or no unions (house union unions; all union >-
union unions coexisting possess negotia- .... .... 

with industry- tion rights ,..., 
wide unions ::c 

>-
Hiring Most have no No clear patterns Mixed hiring Mixed hiring; Mixed hiring Local labor 

z z 
preference practices; most most practices eactices, i.e. market c:: 

give preference depend on the ocal labour >-
to fresh gradu- tositions to be market or fresh r' 

ates illed graduates; pref- "' , 
erence given to 0 
relatives of em- (") 
ployees trl trl 

0 
Promotion Most try to pro- Most try to fill Promotion from Preference given Promotion from Promotion from z 

mote from high-level posi- within as far as to promotion within as far as within but occa- C"l 
within tions from within possible from within possible sionally from out- (/) 

side to brin� in 
"new blood ' 

Layoffs No written pol- Fewer than half No firm policy, No specific pol- No clear-cut pol- In most cases 
icy, but have have a clear pol- but have never icy; retrench- icy but have cannot lay off 
never laid off icy not to lay off, laid off so far ment used as a never laid off without govern-

but none has laid last resort ment permission 
off 



Training All emphasize Most em�hasize All provide on- Technical train- Specialized train- Hire skilled 
on-the-job train- on-the-jo and the-job traininf; ing emphasized ing for managers workers from 
ing; none prac- formal classroom fewer than hal less than in Japa- (comhany phi- labour market; 
tices job rotation training; none practice job nese subsidiaries; losop y and on-the-job train-

practices job rotation; some on-the-job train- technical train- ing for lower-
rotation provide formal ing; self-study ing); on-the-job level employees; 

classroom train- encouraged training and self- self-study encour-
ing stut encour- aged Cl 

age 0 a::: 
Consensus None; policy None; senior Bottom-up com- None practices None; informal All key decisions 

., 
> 

decision decisions are management munications bottom-up consultation by made by senior :::0 
making �enera�y made makes policy de- �racticed; regu- communications; senior manage- management; in > ...., 

y semor man- cisions; regular ar labour-man- decision making ment with mid- many cases strict < agement; most consultations be- agement consul- i� the rreroga- die and lower secrecy surrounds trl 
hold regular con- tween labour tation meetin3,s; tive o manage- management de- decision making ;:r:: sultations be- and manage- decisions rna e ment; no regular cisions made by :::0 
tween labour ment; bottom-up solely by senior labour manage- senior manage- a::: 
and manage- communications management ment consulta- ment 6 ment; bottom-up tion meetings 
communications r 

Cl 
Quali�r Slightly fewer Slightly more Majority of Same None None tii 
contro than half have than half have companies have rJ) 

circles (QCCs) QCCs; voluntary QCCs; voluntary none > 
z participation in participation in 0 

most all ., 
:::0 

Conflict and Settled by nego- Same Mostly settled Most have for- Disputes settled Formal proce- > 
Cl grievances tiation and dis- through negotia- mal grievance through discus- dures prescribed ...., 

cussion; griev- tion and discus- procedures in- sion and negotia- by law Cl 
ance procedure sion; formal co)G:orated in tion; no formal trl 
in unionized ruev�nce proce- col ective agree- ruevance proce- rJ) 
firms re m umon- ments res except 

ized firms where/re-
scribe by law 

1 The data for Singapore and Malaftsia refer to five Japanese subsidiaries in each country and five comparable Singaporean and five w 
Malaysian firms. The data for India re er to two Japanese subsidiaries and two locally-owned counterparts. 0> w 

\ 
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formal dispute settlement procedures prescribed by law and/or by 
collective agreement, which are not very conducive to harmonious la
bor relations. 

Work ethics. There appears to be a conflict between the expecta
tions of Japanese managers and those of Indian and Malaysian em
ployees with regard to the latter's loyalty to and identification with the 
company. 

Union officials in India and Malaysia claim that Japanese managers 
themselves work long hours, attach greater importance to their work 
and to their company than to their family and friends, and expect 
others to do the same. This is resented by the local employees of the 
Japanese subsidiaries and the locally-owned counterparts, who do not 
feel that company loyalty should mean that they are expected to 
sacrifice their private (family) lives. 

Foreign and Domestic-Owned Firms in I ndia 

The limited evidence from 27 public and private enterprises and 
four MNC case studies suggests that while some HRM practices are 
similar in all these sectors, the pattern of adaptations and accommoda
tions to the Indian ethos can be clearly seen in others. The four MNCs 
consisted of one U .S .  pharmaceuticals company, one German 
machinery manufacturing company, one Japanese banking firm, and 
one Canadian metals manufacturing organization. In the Indian
owned organizations, 15 public-sector companies consisted of heavy 
power equipment, some state-owned electricity boards, and service 
firms including banks, while the 12 private-sector organizations in
cluded mostly manufacturing and service companies. 

Recruitment. For recruiting managerial and professional employ
ees, M NCs put greater emphasis on college recruitment, advertise
ments in English-language newspapers, English language proficiency, 
and job experience in another country. Public-sector firms rely more 
heavily on advertisements in native language newspapers but also 
advertise in English language newspapers (Table 2) . However, in 
several state public-sector organizations, the selection interview is 
merely an exercise in verifying the certificates of academic qualifica
tions, age, and caste. There is no screening to assess job-related skills 
(see Murthy and Ratnam, September 1991) .  

Selection. In the public-sector organizations, internal interference 
on formal selection procedures results, in many cases, in the selection 
of people of the same caste, community, and regional affiliation. 
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In the private sector, particularly in family-owned firms, a number 
of people at the top level are not fully qualified. In selection of people 
at all levels, nepotism based on family ties, personal relationship, and 
loyalty is practiced. 

The multinationals in India, though subject to some of the same 
influences and pressures described above, have been able to filter and 
discard them to a large extent because of pressures on them to remain 
profitable and efficient. 

Layoff policies. Lack of effective and efficient manpower plan
ning more often than not results in overstaffing in public-sector orga
nizations. The imposing role of politicized unions and the resultant 
perceived power of the union leaders and the government policy to 
maximize employment in the public sector leave no room for layoffs. 
In the private sector, because of the government regulation, documen
tation, and the power of the union, layoffs are avoided. 

Compensation and promotion. The basis of compensation and 
promotion in both the public- and private-sector organizations seems 
to be seniority. In multinationals it is generally accepted that rewards 
such as promotions and special increments should be awarded on 
merit. 

Training. None of the organizations in the public and private sector 
had any mechanism to determine the training needs of their employ
ees. Blue collar workers were trained on the job. Managerial employ
ees and office cadre were sent for training to outside courses and sem
inars organized by professional organizations. Training is accorded an 
important place among the priorities of multinationals. A Canadian 
and a U.S. subsidiary in India offered training and development pro
grams for all levels of employees in its plants. The Japanese and Ger
man multinationals sent a number of their managerial employees to 
their head office for extended training. The focus of the training was 
on company philosophy and the development of technical expertise. 
In general, multinationals invested heavily in the training of their per
sonnel, while very little investment went into training and develop
ment for nonmanagerial and worker cadres in public-sector organiza
tions. 

Performance appraisals. Formal appraisal systems existed in all 
organizations except one. However, employees in the public-sector 
organizations feel that their system is ineffective. It meets the quotas 
and achieves objectives initially laid down. In the private sector 



TABLE 2 

HRM Practices of Multinationals and Indigenous Companies in India 

Public Sector 

Recruitment College recruitment, ads in 
native and English language 
newspapers and tests. 

Selection Selection formal but ineffective. 

Layoff policies Do not lay off, companies 
comply with government 
directives. 

Compensation and promotion Compensation and promotion 
are based on caste, age, and 
seniority. 

Training On-the-job training for lower
level employees. Outside 
courses and training for 
managerial and office cadre 
only. 

Private Sector 

Informal methods; occasional 
newspaper ads. 

Informal hiring and selection 
based on nepotism, personal 
relationships, family ties. 

Avoid layoff whenever 
possible. Procedure to lay off 
too cumbersome. 

Preference is given sometimes 
to hire outsiders to "infuse new 
blood." Age and seniority is the 
basis for compensation. 

No in-house training. Trained 
skilled people hired from labour 
market. 

Multinationals 

College recruitment, ads in 
English language newspapers, 
English language proficiency 
(in 3 of 4) and job experience in 
another country. 

Formal: Competent people 
hired after job interviews, refer
ence checks and other selection 
criteria. Japanese MNC gave 
preference to employee rela
tives for junior (clerical and 
secretarial) positions. 

Will lay off if employee not 
found competent. Japanese 
multinational has a policy of no 
lay off. 

Merit and suitability for in-house 
available positions is the basis 
for promotion. Special incre
ments and bonuses are awarded 
on merit and good performance. 

Heavy investment in training for 
all levels of employees. Multi
nationals send managerial staff 
to home office for training in 
company philosophy and tech
nical matters. 



Performance appraisal 

Decision making and manage
ment style 

Participative mechanisms and 
group work 

Union-management relations 

Grievances 

Formal system exists but usually 
ineffective. Effective only in 
terms of meeting formal quotas 
and objectives. 

Bureaucratic style, some infor
mal consultation with middle 
and senior management. Final 
decisions are made by senior 
management. Hierarchical or
ganization structure. 

Number of formal participative 
mechanisms but perceived to be 
ineffective by employees. 

Multi-union representation. 
Rivalry among unions. Unions 
confrontational and political in 
nature. Top management 
strategy to appease unions. 

Company follows formal proce
dures prescribed by the law or 
laid down in collective agree
ments. 

No formal system in most 
companies. Some have formal 
system but considered 
ineffective. 

Paternalistic style. Organiza
tional structure centralized. Se
crecy surrounds decision mak
ing. 

No participative mechanisms 
existed. 

Union leaders all too powerful 
and controlling. 

Workers in nonunionized com
pany have a tendency to 
approach the head of the orga
nization to resolve grievances. 

Formalized performance 
appraisal carried out 
systematically. 

Participative style. Organiza
tional structure decentralized. 
"Open-door policy" towards 
employees. Key decisions made 
by top management in consulta
tion with senior and middle 
management. 

Formal participative mecha
nisms only in two of the organi
zations. Effectiveness depends 
upon the labour relations cli
mate in each company. 

Union-management relations 
"accommodative." MNC man
agement particularly (Japanese) 
develop a closer rapport with 
unions for the common good of 
the organization. 

In unionized companies 
grievances settled through 
formal procedures prescribed 
by law. In nonunionized com
panies settled by negotiations 
and discussions. 
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several firms did have a formalized appraisal system but it was 
considered perfunctory. The employees in general did not have much 
faith in it due to patronage and a halo effect that creeps in at the time 
of employee evaluation. Multinationals place greater faith in employee 
performance appraisals. The training and development program of an 
individual is directly connected with a formal appraisal system. 

Decision making and management styles. In all organizations 
except two multinationals, it was found that management philosophy 
and its predisposition were paternalistic in nature. Paternalism seems 
to be the cornerstone of both Indian and Japanese organizations. 

Union-management relations. The employees of public-sector cor
porations were represented by a number of unions that were affiliated 
with various political parties. lnterunion rivalry and the dominance of 
the union affiliated with the ruling party created an adversarial labor 
relations climate. 

Employee grievances in the multinationals are often settled 
amicably through negotiations and discussions. In both public- and 
private-sector organizations, management follows procedures pre
scribed by law or through grievance procedures laid down in the col
lective agreement. In the non unionized companies workers have a ten
dency to approach the leaders of the company to resolve grievances. 

Conclusions andl lessons 

As far as  the transferability of traditional Japanese human resource 
management practices to firms in developing countries is concerned, 
the limited evidence from our case studies suggests that government 
policy and cultural factors play an important role. For example, the 
Japanese work ethics, such as expectations of loyalty to and iden
tification with the firm, are central to a worker's life in Japan but 
would be unacceptable to most workers in developing countries. This 
does not necessarily mean that local (non-Japanese) employees of 
Japanese subsidiaries in developing countries or employees of locally
owned counterparts are not loyal to the companies they work for, but 
it does imply that their priorities are different from those of Japanese 
nationals. 

QC circles are another example of the importance of cultural 
factors. In India and Malaysia and even in Japanese subsidiaries QC 
circles are not very popular because, among other reasons, the general 
level of education is not as high as in Japan, and workers are not 
always able to achieve the same results. Another crucial factor is that 
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workers in India and Malaysia expect cash awards for the efforts they 
make to improve the quality of products and to raise productivity 
through QC circles. 

In countries like India, where the work force in most organizations 
is composed of different castes, and in Malaysia, where Chinese and 
Malays have to work side by side, ethnic and religious tensions mean 
that incompatibilities inevitably surface from time to time, resulting in 
lower productivity, poorer quality of goods and services, and a 
decrease in the satisfaction that workers derive from their jobs. 

Implications for H R M  in India 

India has two management systems operating side by side. The 
philosophy is paternalistic but the organization structure is bureaucrat
ic and hierarchical in nature. 

In India both collective bargaining and participative management 
seem to be functioning in all unionized organizations. Though 
participative structure existed on paper, both management and 
employees' nominees did not perceive them to be effective for 
different reasons. One of the main reasons for lack of enthusiasm was 
that the scheme of participation was entirely government initiated 
without the preliminary process of tripartite consultation and 
consensus building. Collective bargaining in practice is ineffective 
because of several factors: ( 1 )  dependence of workers on outside 
leaders, (2) politicization of trade unions, and (3) interunion rivalry 
and mistrust of management. 

Trade union leaders look for help from politicians, government, 
and third parties to settle union-management conflict. This state of 
affairs is hardly conducive to developing a healthy relationship 
between the parties in an industrial relations system. 

Endnote 

1 Until 1991, the government of India's Foreign Exchange Regulation Act (FERA) of 
1973 required that all foreign equity holdings be diluted to 40 percent, unless the firm is 
operating in the "priority sector" designated from time to time by the government, and/ 
or the firm is exporting at least 65 percent of its production. Similar regulations apply in 
Malaysia (Negandhi and Baliga, 1979; Gupta, 1989). 
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DISCUSSION 

DANIEL J .B. MITCHELL 
UCLA 

Comparative analyses of HRM-IR practices have a long history. 
But their popularity among academics has gone in cycles. During the 
expansion of American multinationals in the 1950s and 1960s, 
comparative studies boomed. Part of the impetus was a desire to 
explore the linkage-if any-between HRM-IR approaches abroad 
and the degree of national economic success. The struggle between 
capitalism and communism was also a factor in the comparative 
interest. Was the world converging toward a common model of 
industrialism which would ultimately transcend ideology, or was the 
dichotomy in economic systems permanent? How much did culture 
and institutions matter? 

After the 1960s, there was a drop-off of comparative research, 
perhaps the result of a turning inward of interest in the U.S.  and its 
money-granting foundations to domestic concerns. But the 1980s saw 
a revival. The reasons for the renewed interest are not hard to find. 

Within the U.S. ,  the challenge of foreign competition became 
sharp enough to cause a questioning of all American management 
practices, not just HRM-IR. Moreover, the defining elements of the 
American system seemed to be coming unglued. Union representation 
fell to a small fraction of the private work force. And the very notion 
of an employer-employee relationship was eroded under the pressure 
of corporate restructuring, use of contingent workers, and a so-called 
"white-collar" recession. Such periods of uncertainty raise interest in 
other models, especially when the alternatives are as different as the 
Japanese approach and the "Social Europe" model. 

A longstanding theme in comparative research is the degree to 
which foreign models of HRM-IR can be exported, especially through 
the mechanism of subsidiaries of multinational firms. Do foreigners 
end up adapting to local practice because of the dominance of local 
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culture in the workplace? Or do the locals adapt to the foreigners? A 
standard approach is to compare samples of locally-owned and 
foreign-owned enterprises. 

The Jain, Jain and Ratnam paper falls squarely into this line of 
research. Jain, Jain and Ratnam have actually written two papers 
under a single cover; one deals with multinationals and locals just in 
India while the other deals with multinationals and locals in Singapore, 
Malaysia, and India. Both would stand alone quite well. But together 
under one cover it is difficult to find central themes. Indeed, there are 
separate conclusions for each part, reinforcing the division. 

I have four principal reactions to the Jain, Jain and Ratnam paper. 
First, I would suggest a softening of their assumption that the Japanese 
model is immutable and unchanging because it is locked in Japanese 
culture. Given recent world events, in which seemingly immutable 
societies have undergone dramatic changes, it is more useful to look 
for sources of future change rather than assume change is unlikely. 
Certainly, American management practice has varied significantly 
over the past century, ranging from nonunion Taylorism at the 
beginning to "mature" adversarial unionism in the middle, and to who
knows-what at the end. 

Second, although the influence of government is mentioned 
tangentially by Jain, Jain and Ratnam, it seems to be underplayed in 
their paper. The cooperative union approach in Singapore, for 
example, is a largely government creation (as Lawler and Zaidi note in 
their paper) ;  at one time Singapore had radical and uncooperative 
unions. There is also repeated reference to antilayoff regulations in 
India, suggesting that managerial approaches to layoffs are not 
entirely a matter of private discretion. 

Third, there is not a clear distinction made in the paper between 
layoffs for cause and economic layoffs. Nor is voluntary turnover 
(quitting) analyzed. Certainly, in economies with very tight labor 
markets (as in Singapore) job changing is a possibility and one which 
potentially conflicts with company loyalty. 

Fourth, the economic success stories of the past couple of decades 
among developing countries seem to have involved three key ele
ments. One is the presence of a work force which has a solid basic edu
cation. Then there is a government policy oriented toward export-led 
growth. And finally-and this is the only characteristic linked to com
pany-level HRM-IR-there is a cultural respect for authority (although 
expectations of what that authority owes to subordinates varies) .  In 
analyzing trends in Singapore, Malaysia, and India, Jain, Jain, and 
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Ratnam might want to focus on these factors more centrally and pay 
less attention to the nitty-gritty of HRM-IR practices, e.g., perform
ance appraisal. 

The Lewin and Yang paper is similar to the Indian portion of Jain, 
Jain, and Ratnam in that it looks at foreigners and locals in a single, 
national market. Lewin and Yang note that the degree to which 
Japanese firms operating in the U.S.  follow the Japanese HRM-IR 
model varies with circumstances such as industrial sector. That is a 
good point which is documented in the paper. However, even 
controlling for sector, the Japanese firms do seem to tilt more toward 
a participative and flexible model. Thus, in Lewin and Yang's logistic 
regressions, it would be nice to see coefficients for Japanese vs. 
American ownership. 

It is unfortunate that they are unable to obtain truly comparable 
firm performance measures for the Japanese and American data sets. 
Japanese firm measures are based on the impressions of managers 
regarding quality and productivity. (And since the variables are 
impressionistic, one wonders whether the quality and productivity 
indexes are really distinct.) American firm measures are based on 
actual profitability and sales per worker. Case studies reporting 
success under Japanese management of previously poorly-performing 
American plants-especially the famed Toyota-GM NUMMI opera
tion-often are open to criticism due to the lack of bottom-line data. 
Still, Lewin and Yang do not find a striking dissimilarity of results on 
firm performance across the American and Japanese companies. 

One exception is the union variable. Previous American research 
suggests that unions are associated with higher productivity but an 
offsetting increase in costs which (net) cuts into profits. Lewin and 
Yang find precisely that for their American sample. But in the 
Japanese sample, the productivity effect of unions is negative (and 
there is no profit variable) .  Another exception is the HRM values 
variable. It does not seem to matter for American firms but does seem 
significant (in manufacturing) for Japanese firms. 

As in the Lewin and Yang paper, Lawler and Zaidi concentrate on 
comparing foreign and local firms in a single country, in this case 
Thailand. However, they situate Thailand within an Asian context of 
paternalism and top-down management. Again, the question needs to 
be asked: How much is culture, how much is stage of development, 
and how much is political climate? 

When the U.S.  was at an earlier stage of development and had a 
mainly unskilled work force it too had such a managerial ideology. 
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And, of course, aggressive managerial campaigns to remain nonunion 
and strikes in which unionists are fired are not unknown in the U.S.  
Moreover, Lawler and Zaidi's statistical results regarding the impact of 
unionization are in line with U.S.  findings. For example, the notion 
that unions are associated with seniority-based pay is not surprising 
from an American perspective. 

In summary, all three papers are part of a new thrust in 
comparative research. It is certainly a good thing that the IRRA has 
chosen to devote a session to this work. As for the ultimate question of 
the impact of national culture, we need to be content with limited 
answers. It is a little like the "nature-versus-nurture" debate in child 
development. Everything matters (somewhat) .  
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I NTE R EST A R B I TRATI O N  

Strateg ic  Behavi o r  i n  N egot iat ions 
a nd the U se of  Arb itrat ion 

LINDA C. BABCOCK 
Carnegie Mellon University 

This paper investigates why parties involved in contract negotia
tions use binding arbitration as a means of settling contract disputes. I 
estimate the relationship between the probability of using arbitration 
and characteristics of the bargainers. My goal is to evaluate empirical
ly the hypotheses that stem from theoretical models of arbitration 
usage. 

The industrial relations literature (Farber and Katz, 1979; Farber, 
1980; Bloom, 1981) has focused on the factors that affect the contract 
zone (the set of potential settlements that both parties prefer to 
arbitration) .  Risk aversion, beliefs about arbitrator preferences, and 
the relative costs to arbitration versus negotiation are shown to 
influence the contract zone. Interest in the determinants of the 
contract zone stems from the belief that the probability of impasse is 
decreasing in the size of the contract zone. However, this research 
does not explicitly justify the relationship between the size of the 
contract zone and the probability of impasse. Crawford (1981 , p. 209) 
contends that "the view that the probability of impasse is directly 
determined by the size of the contract zone is a serious oversimplifica
tion, one which may be misleading." 

Theoretical models developed by Crawford ( 1982) ,  McCall (1990),  
and Babcock ( 1991) attempt to illustrate how the negotiations process 
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could be altered by the existence of arbitration and to link this change 
to arbitration usage. These models explicitly focus on the interaction 
between strategic behavior in negotiations and the use of arbitration. 
In Crawford's model, impasses occur if bargainers make irreversible 
commitments to incompatible bargaining positions. Commitments are 
made in negotiations because, even though they increase the likelihood 
that an impasse occurs, they increase the expected value of the 
settlement. This suggests that factors that increase the benefit to cost 
ratio of commitment will increase the likelihood that such commit
ments occur, leading to more impasses. 

McCall ( 1990) examines principal-agent relationships in contract 
negotiations under arbitration. His model characterizes a form of 
information asymmetry under which the principal ( i .e . ,  union 
membership) may not perfectly distinguish between poor negotiated 
outcomes resulting from unfavorable bargaining environments and 
those resulting from agent (union negotiator) shirking. These circum
stances create incentives for the agent to prefer arbitrated outcomes to 
negotiated ones when the bargaining environment is unfavorable. 

In an earlier paper (Babcock, 1991) I focus on the effect of 
uncertainty on the negotiations process. This theory employs two 
types of uncertainty: 1) uncertainty about arbitrator preferences, and 
2) uncertainty about the opponent's expectations about arbitration. I 
show that the first type of uncertainty is not sufficient to generate 
impasses. When there is a contract zone, impasses only occur if there 
is also uncertainty about what the opponent expects from arbitration. 
I use a model of bargaining similar to Rubinstein ( 1985) to 
demonstrate this result. The basic idea underlying this model is that 
when bargainers are uncertain about the reservation value of their 
opponent (due to the uncertainty about their expectations about 
arbitration) ,  they will negotiate strategically, leading to occasional 
impasses. This model implies that increases in uncertainty can increase 
the probability of impasse. This contrasts with models that assume a 
negative relationship between the size of the contract zone and the 
probability of impasse, which would predict that increases in 
uncertainty decrease the probability of impasse due to increases in risk 
costs. 

In this paper, I present an empirical model of the use of arbitration 
in teacher contract negotiations using data from Wisconsin. The 
purpose of this model is to examine empirically the relationships 
suggested by the theoretical literature. In the following section, I 
summarize the arbitration procedure used in Wisconsin. I then discuss 
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the data to be used in the empirical analysis, provide some descriptive 
statistics, and present the empirical model and results. 

final-Offer Arbitration in the Wisconsin Public School System 

In 1978, Wisconsin adopted a collective bargaining statute which 
specified final-offer arbitration as the procedure for resolving contract 
disputes. During bargaining, if the union or the school board believe 
they have reached an impasse, they notify the Wisconsin Employment 
Relations Commission (WERC) .  The WERC assigns an investigator to 
try to mediate the dispute. In the majority of cases, the only 
unresolved issue is wages, and parties bargain over wage increases 
rather than wage levels. If mediation is unsuccessful, the investigator 
initiates the process that results in the final offers. Each bargainer 
makes an initial final offer to the opponent, who is then allowed to 
modify their offer. Modifications continue until each party declines to 
revise its offer after reviewing the offer of the other party. The 
bargainers then select an arbitrator by alternately striking names from 
a list provided by the WERC. Research indicates that even at this point 
much uncertainty exists on the part of both bargainers as to the 
preferences of the arbitrator (Olson, Jarley, and Dell'Omo, 1989; 
Dell'Omo, 1987) . 

At this stage, the parties may bring about a settlement via a 
negotiated agreement or a "consent award." A consent award is a 
settlement reached by the parties that the arbitrator formally draws up 
as an award. These awards occur in 3.8 percent of all negotiations and 
their use suggests an agency problem. Because consent awards are 
binding on the negotiators, they are requested to bypass the need for 
ratification by the union membership or school district officials. If 
neither a negotiated settlement nor a consent award is reached, the 
arbitrator resolves the dispute by choosing one of the parties' final 
offers as the settlement. 

In Wisconsin, both parties are represented by centralized 
organizations-the Wisconsin Association of School Boards (W ASB) 
and the Wisconsin Education Association Council (WEAC). Both the 
WEAC and the W ASB keep files on all arbitrators involved in previous 
arbitration cases. In 1984, WEAC began setting "wage targets," in an 
attempt to increase the wages of teachers throughout the state. That 
particular year it "advised" the unions to negotiate at least a 6.5 percent 
wage increase or proceed to arbitration. This strategy, an example of 
the general strategies discussed in Crawford (1982) , allows the union 
negotiator to credibly commit to a bargaining position. 
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Once arbitration is invoked, an average of nine months is required 
to reach an arbitration award. The arbitration procedure imposes 
substantial costs to each party. Cost related to delays, risk, and out-of
pocket expenses (i .e. ,  professional fees) can be formidable. However, 
in some respects the arbitration procedure may be less costly for the 
parties than negotiating a contract. The bargaining parties are 
composed of elected officials, who are held accountable for any 
negotiated outcomes. The fact that the impasse can be resolved by a 
third party (an arbitrator) frees the bargainers from responsibility over 
the final contract. Kochan ( 1980, p. 291)  remarks that "parties faced 
with difficult internal conflicts and political pressures may prefer to 
pass the buck to the factfinder or arbitrator and let themselves off the 
hook." 

Data and Empirical M odel 

The data were collected from Wisconsin teacher contract 
negotiations from school year 1978-1979 to 1984-1985. There are 431 
school districts and the average district negotiated six contracts in the 
seven-year time period. 

Due to the structure of the negotiations process, the process is 
empirically modelled in two stages-the bargaining stage and the 
arbitration stage. The figure below outlines this process. 

Settle 
reach contract 

Stage l 
Bargaining Stage 

Settle 
dismiss case 

consent award 

Disagree 
invoke arbitration 

Stage 2 
Arbitration Stage 
final offers made 

arbitrator is selected 

Disagree 
final offer award 

Bargaining rounds are divided into three groups: 1) agreement in 
stage one-contract is reached without invoking the arbitration 
procedure (79.2 percent) ;  2) disagreement in stage one, but agreement 
in stage two-contract is reached after invoking arbitration ( 10.2 
percent) ( this group also includes contracts reached through consent 
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awards) ;  and 3) disagreement in stage two-contracts reached by a 
final-offer award (10.6 percent) . 

The percent of cases invoking arbitration and receiving final-offer 
awards each year is given in Table 1. Arbitration usage has been 
increasing, with many districts using arbitration in 1982-1983 and 1984-
1985. The latter number may be explained by the imposition of 
WEAC's 1984 program of wage "targeting" described earlier. Table 2 
summarizes the dependence on arbitration. During the seven-year 
period, 53. 1  percent of the districts never received an arbitration 
award and 34.6 percent received only one arbitration award. It is 
apparent that heavy reliance on arbitration is not a concern in 
Wisconsin as it is in other states. For example, 18.3 percent of New 
York State police bargaining units went to impasse seven times during 
a seven-year period (Kochan and Baderschneider, 1978), whereas in 
Wisconsin, only 2.1 percent of the districts ever received more than 
two arbitration awards in a seven-year period. 

I978-I979 
I979-I980 
I980-I98I 
I98I-I982 
I982-I983 
I983-I984 
I984-I985 

Total 

TABLE I 

Arbitration Usage I978-I005 

Invoked 
Arbitration 

I2.08� 
12.43� 
I6.07� 
22.64� 
41 .27� 
I3.47� 
25.63� 

20.80� 

Received Final
Offer Award 

6.18� 
7.51� 
9.82� 

1 1 .59� 
20.63� 

6.02� 
1 1 .70� 

10.62� 

Using the Wisconsin data, the probability of impasse is estimated in 
each of the two stages of negotiations. The purpose of this model is to 

TABLE 2 

District Dependence on Arbitration 1978- I985 

0 2 3 4 5 6 

Invoked 30.m 37. I� I9.5� I0.2$ 2.8� -� .2$ = 100� 
arbitration I29 160 84 44 I 2  1 I = 43I 

Received 53.1� 34.6� 10.2� 1.9� .2� 0� 0� = IOO� 
final-offer 229 I49 44 8 1 0 0 = 43I 
award 
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examine empirically the relationships that the theoretical models have 
suggested. Table 3 presents the results for the probability of impasse 
in the stages separately, and Table 4 presents the stages estimated 
jointly. Joint estimation of the two stages allows the correlation of the 
error terms across the two stages. However, Table 4 shows that this 
correlation is insignificantly different from zero. Since the results are 
quite similar, I will discuss them together. 

The theories that suggest a negative relationship between the size 
of the contract zone and the probability of impasse (Farber and Katz, 
1979; Farber, 1980) predict that increasing the costs to delay and risk 
decreases the probability of impasse. Larger districts, measured by 
enrollment, have smaller costs of using arbitration because the fixed 
costs of using arbitration as a percentage of the total wage bill are 

TABLE 3 

Probability of Impasse-Univariate Probit Model 

Bargaining Stage Arbitration Stage 

Constant -.9146 -.9649 
(-4.600) (-1 .855) 

Enrollment .0012 .0001 
( 1 .990) ( .091) 

Variance of wages -.0005 -.0035 
in conference (-.236) (-.692) 

Relative position .0015 -.0006 
( 1 .703) (-.352) 

01984 .4165 -.1262 
(3.659) (-.579) 

Property -.0849 .3898 
value (-2.447) (3. 195) 

Per capita -.1 182 .0132 
income (-4.029) ( . 195) 

Increase in .0435 -.0169 
funding (2.572) (-.384) 

Wage increase .0483 -.0192 
last con tract (4 .973) (-.883) 

Cost of living .2704 .6170 
increase (2.074) (2.348) 

New settlement -.01 14 
(-1.412) 

-Log L = 1235.37 -Log L = 319.50 

Note: Asymptotic t-ratios are in parentheses. Equation for the arbitration stage 
contains a set of 24 arbitrator dummy variables. The sample size for bargaining stage is 
2495; 519 for the arbitration stage. 
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TABLE 4 

Probability of Impasse-Bivariate Pro bit Model 

Bargaining Stage 

-.9160 
(-4.3204) 

.0012 
(2.0266) 

-.0005 
(-.2474) 

. 1447 
(1 .6473) 

.4172 
(3.4304) 

-.0848 
(-1.9547) 

-.1 181 
(-3.8579) 

.0434 
(2.3419) 

.0482 
(5.0034) 

.2717 
( 1.9397) 

.1329 
(.0745) 

Arbitration Stage 

-1.1367 
(-.4961) 

.0002 
( . 1096) 

-.0035 
(-.6335) 
-.0436 

(-.1594) 

-.0926 
(-.1789) 

.3792 
( 1 .6176) 

-.0004 
( .0002) 

-.0122 
(-.1530) 

-.0137 
(-.1727) 

.6276 
(2.3528) 

-.0114 
(-1.2077) 
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Note: Asymptotic t-ratios are in parentheses. The results include a set of 24 arbitrator 
dummy variables. The sample size is 2495, and the log likelihood is -1554.86. 

smaller. The positive sign on enrollment supports this prediction. The 
positive effect of size of the bargaining unit on the probability of 
impasse is also found in other empirical work (Currie, 1989; Kochan 
and Baderschneider, 1978) . 

To test the theory in my earlier paper, variables are needed that 
reflect uncertainty about arbitration. In Wisconsin, the arbitrators 
consider districts within an athletic conference as the appropriate 
standard by which to determine "comparable" districts. The use of this 
standard makes it easier to identify negotiation outcomes in other 
districts that are likely to affect the parties' expectations about 
arbitration (since they affect arbitrator preferences) as well as 
uncertainty about arbitration. Therefore, uncertainty is measured by 
using the variance of wages in the athletic conference and the relative 
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position of the district in the conference (the absolute difference from 
the mean) .  If the district is either far above or below the mean wage 
in the conference, there may be greater uncertainty as to whether the 
arbitrator would maintain this position or bring the district closer to 
the average. In the bargaining stage, the sign on the district's relative 
position is positive, suggesting support for my model. In the 
arbitration stage, the coefficients on both measures of uncertainty are 
insignificantly different from zero. 

The use of commitment strategies can increase the use of 
arbitration (Crawford, 1982) . The union's strategy of wage targeting, 
which began in 1984, is one indication of the bargainers' willingness to 
use these types of strategies. A dummy variable, D1984, is included in 
the analysis to capture the use of strategic behavior, and is positive as 
expected in the bargaining stage. 

Commitment strategies may be more likely to occur in poorer 
districts than in wealthier districts. In poor districts, if union 
negotiators attempt to extract wage increases similar to other districts 
in their conference, yet school boards insist that their district is unable 
to keep up with other, possibly wealthier districts in their conference, 
poorer districts will be more likely to use arbitration. Both parties may 
prefer to use arbitration to be freed from the responsibility of 
negotiating an unfavorable settlement. Therefore, the parties may 
stake out bargaining positions that will ensure impasse, consistent with 
the theories of Crawford and McCall. The variables, property value 
and per capita income, reflect interdistrict differences in wealth. 
During the sample time frame, the state aid formula changed to give 
larger funding increases to poorer districts. Therefore, the variable, 
increase in funding, also captures wealth differentials. The signs on the 
wealth variables in the bargaining stage suggest support for the 
hypothesis that poorer districts have higher probabilities of invoking 
arbitration. In the arbitration stage, however, the coefficients on 
increase in funding and per capita income are insignificantly different 
from zero, and the sign on property value is positive and thus reversed 
from the bargaining stage. Therefore, conditional on invoking 
arbitration, wealthier districts receive final-offer awards, while poorer 
districts voluntarily settle or use consent awards. 

The wage increase received last year may be linked to commit
ment strategies this year. If teachers received a large wage increase in 
the previous year, the board may commit publicly to keeping wages 
down. The union officials may prefer to let the arbitrator award an 
increase that caused the district to move toward the mean wage, rather 
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than creating a politically unfavorable situation for themselves by 
voluntarily agreeing to such a contract. The positive sign on lag wage 
increase in the bargaining stage is consistent with this notion. 

The variable, lag cost of living, measures increases in the consumer 
price index in the previous year. Large increases in inflation may have 
caused real wages to drop in the previous contract. The union may 
push heavily for large wage increases in the current contract to make 
up for previous losses, and the board may resist these demands. The 
positive sign on this coefficient in both stages is consistent with this 
characterization. 

The variable, new settlement, measures the extent to which new 
settlements (resulting from agreement in stage two) , that occur in the 
district's athletic conference after arbitration has been invoked differ 
from the conference average. It is expected that these new settlements 
cause the parties to update their expectations about arbitration if these 
settlements are far (in absolute value) from the average. The sign on 
this variable is negative, which suggests that when these settlements 
are very different from the average, expectations are updated or 
uncertainty is changed in a way that makes settlement more likely. 

The estimates for the probability of impasse in the arbitration stage 
include a set of 24 arbitrator dummy variables. The null hypothesis 
that the set of dummy variables is equal to zero is rejected. There are 
several potential reasons why the identity of the arbitrator may affect 
the probability the bargaining pairs receive a final offer award, 
conditional on invoking arbitration. First, there may be differences 
across arbitrators in their predictability or in their perceived bias 
towards one side. If these characteristics affect the contract zone, it 
may affect whether a voluntary agreement is possible. Second, the 
arbitrators vary in their skills as mediators. Particularly successful 
mediators will be able to bring about voluntary settlements. 

Summalr'l of findings 
The empirical analysis provides support for theoretical models that 

highlight the interaction between strategic behavior and arbitration 
usage. First, consistent with Crawford's framework, the use of com
mitment strategies increase the likelihood of invoking arbitration. Sec
ond, the use of consent awards is compatible with McCall's theory of 
agency relationships in contract negotiations. Third, the results suggest 
that more uncertainty is associated with a higher probability of im
passe-a result consistent with my theoretical model (Babcock, 1991) . 
This result is also found in Tracy's ( 1987) analysis of the effect of 
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uncertainty on strike incidence and duration. In total, these findings 
suggest the need for more investigation of the role that strategic fac
tors play in the negotiations process. 
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Ba rga i n i ng I ntens ity a nd 
I nterest Arb itrat ion 

J .  JosEPH LoEWENBERG 
Temple University 

When arbitration is available to resolve collective bargaining 
impasses, how seriously do parties bargain? A common perception is 
that parties may be discouraged from bargaining if they believe 
negotiations may end in arbitration. The lack of incentive is 
presumably exacerbated in the case of conventional interest 
arbitration because any substantive movement in negotiations will 
reduce the area within which arbitrators will determine the outcome. 

Previous studies of bargaining and interest arbitration have focused 
on the incidence of arbitration, the chilling effect of arbitration on 
negotiations, and the narcotic effect of utilizing the arbitration 
mechanism on future negotiation (e.g., Chelius and Extejt, 1985; 
Farber and Katz, 1979; Lester, 1984; Olson, 1988; Stern, 1975; 
Subbarao, 1978) . As far as can be determined, no one has yet looked 
at the parties' effort to reach settlement, regardless of whether or not 
they were able to do so ultimately. 

This study looks at the negotiations activity of Pennsylvania 
municipalities and police over a ten-year period. The measure of 
intensity of bargaining effort is the number of negotiating sessions 
reported by parties during each round of bargaining. That measure 
can be related to the bargaining processes involved in achieving the 
collective bargaining agreement. The hypothesis tested is that parties 
who receive an arbitration award to resolve a bargaining impasse are 
less likely to engage in extensive negotiations than those who achieve 
a settlement by themselves. 

Scope of the Study 

Act 1 1 1  of 1968 authorizes collective bargaining between Pennsyl
vania police and professional firefighters and their employers. The act 
provides for compulsory binding interest arbitration in the event of a 
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bargaining impasse. The form of arbitration is conventional arbitra
tion, that is, a tripartite panel of arbitrators has discretion to render a 
binding award on outstanding issues. The statute mandates that collec
tive bargaining negotiations start at least six months before the begin
ning of the employer's fiscal year and that either party may initiate 
arbitration proceedings if settlement is not reached within 30 days but 
no later than 100 days prior to the beginning of the fiscal year. 

A questionnaire was mailed in 1988 to the police chief in each of the 
1138 municipalities listed by the Pennsylvania Department o f  
Community Affairs as having a police department. The purpose of the 
survey was to find out the collective bargaining experience in the 
second decade of Act 111 ,  1978-87. Of the 643 responses, 377 reported 
a collective bargaining relationship between the municipality and its 
police. During the decade, these 377 parties experienced a total of 1689 
rounds of bargaining. 

One survey question asked how many negotiating sessions 
occurred before settlement or issuance of an arbitration award in each 
bargaining round. The respondent had four choices: 0 or 1 session, 2 to 
4 sessions, 5 to 9 sessions, 10 or more sessions. Another question asked 
about the process used to arrive at the outcome of each bargaining 
round. Three choices were offered: the parties negotiated a settlement 
on all terms without invoking arbitration, the parties negotiated a 
settlement after applying for arbitration but before an award was 
issued, the parties applied for arbitration and subsequently received 
an arbitration award. Answers to these two questions provided the 
data for this study. Since not all respondents provided information on 
the number of negotiating sessions for each round of bargaining, the 
data are limited to 1407 rounds of bargaining. The proportion of the 
1407 bargaining rounds ending in an arbitration award in the data 
available for this study was identical to that of the 1689 bargaining 
rounds of the total survey (Loewenberg and Kleintop, 1992) . It was 
therefore assumed that the unreported information on number of 
bargaining sessions would not affect the results of this study. 

The data may pose two other concerns. First, the data are self
reported by parties. Since the survey covered ten years of bargaining, 
there could be a question about the accuracy of information provided 
on the number of sessions for each round of bargaining. Second, the 
categories for number of negotiating sessions may be considered too 
broad. Ideally one would like to know the precise number of negoti
ating sessions in each round. Different meanings could be attached 
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to two or four bargaining sessions in a bargaining round. The mail 
survey instrument was designed to facilitate responses; I felt that 
categories would yield a higher response rate and more accurate 
responses than requesting the absolute number of negotiating sessions 
in each round. 

R esults 

Table 1 presents the number of negotiating sessions by type of 
bargaining process to achieve the final result. Over 70 percent of 
negotiations resulted in a settlement without the parties invoking 
arbitration; settlements were reached in 11 percent of negotiations 
after the arbitration procedure had been initiated; and in 19 percent of 
negotiations the parties received an arbitration award. Relatively few 
rounds involved less than two negotiating sessions or more than nine 
negotiating sessions. 

TABLE 1 

Number of Negotiating Sessions by 
Process and Outcome o f  Bargaining Round 

Number of Negotiating Sessions 

Process and Outcome 0 or l 2 to 4 5 to 9 10 or more Total 

Negotiated settlement 
without invoking 
arbitration 63 474 397 62 996 

Negotiated settlement 
after applying for 
arbitration 0 31 104 26 161 

Applied for arbitra-
tion and received 
arbitration award 4 77 117 52 250 

Total rounds of 
bargaining 67 582 618 140 1407 

Table 2 provides a percentage breakdown of the number of 
negotiating sessions within each type of bargaining outcome. Of 
particular interest is the result that almost 21 percent of bargaining 
rounds ending in an arbitration award involved ten or more nego
tiating sessions compared to six percent of bargaining rounds in which 
parties negotiated a settlement directly and 16 percent in which they 
negotiated a settlement after filing for arbitration. Conversely, 54 
percent of the bargaining rounds which ended in a settlement without 
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TABLE 2 

Percentage Distribution of Process and Outcome of 
Bargaining Round by Number of Negotiating Sessions 

Number of Negotiating Sessions 

Process and Outcome O or 1  2 to 4 5 to 9 10 or more Total 

Negotiated settlement 
without invoking 
arbitration 6.3:t 47.6� 39.9:t 6.2:t 100:t 

Negotiated settlement 
after applying for 
arbitration 0$ 19.2$ 64.6:t 16.1$ 100$ 

Applied for arbitra-
tion and received 
arbitration award 1.6$ 30.8$ 46.8:t 20.8$ 100$ 

Total rounds of  
bargaining 4.8$ 41 .8$ 43.9:t 10.0$ 100$ 

resort to arbitration achieved that objective with less than five 
negotiating sessions, whereas only 32 percent of bargaining rounds 
that ended in an arbitration award involved less than five negotiating 
sessions. 

Table 3 arranges the percentage data by negotiating sessions. 
Although relatively little difference appears in the case of ten or more 
negotiating sessions between negotiated settlements without invoking 
arbitration and negotiations ending in an arbitration award, substantial 
differences appear in all other categories. The significance of this 

TABLE 3 

Percentage Distribution of Number of Negotiating 
Sessions by Process and Outcome of Bargaining Round 

Number of Negotiating Sessions 

Process and Outcome 0 or 1 2 to 4 5 to 9 10 or more Total 

Negotiated settlement 
without invoking 
arbitration 94$ 81 .4:t 64.2$ 44.2$ 70.8$ 

Negotiated settlement 
after applying for 
arbitration O:l; 5.3:t 16.9$ 18.6$ 1 1 .4$ 

Applied for arbitra-
tion and received 
arbitration award 6$ 13.3:t 18.9$ 37. 1$  17.1$ 

Total rounds of 
bargaining 100$ 100.0$ 100.0$ 100.0$ 100.0:t 
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analysis is reduced by the heavy preponderance of bargaining rounds 
that result in settlement without the invocation of arbitration. 

To see if the observed frequencies differ significantly from those 
that could be expected to occur randomly, a chi-square test of the data 
was performed. The resulting chi-square of 122.7 indicated that the 
null hypothesis could be rejected at the .001 level. Hence, there 
appears to be a relationship between the process and outcome of 
negotiations and the number of negotiating sessions in that round of 
bargaining. 

Discussion 

The hypothesis for this study was based on the perception that 
parties who had conventional interest arbitration as an impasse
resolution mechanism would be unwilling to engage in serious 
bargaining if they believed that direct negotiations would not result in 
a settlement. Instead, such parties would meet perfunctorily, quickly 
initiate arbitration proceedings, and wait for the commencement of 
the arbitration hearings. On the other hand, parties who believed that 
negotiations would yield a settlement would bargain long and hard to 
achieve that result. The data do not support the hypothesis. Indeed, 
the data show that parties who initiated arbitration proceedings 
engaged in a greater number of negotiating sessions than parties who 
negotiated a settlement without resort to arbitration and that parties 
who eventually received an arbitration award had the highest 
incidence of engaging in ten or more negotiating sessions. 

Perhaps not too much should be made of the fact that parties who 
negotiated a settlement without applying for arbitration were able to 
do so in the majority of cases with four or fewer negotiating sessions. 
Parties may achieve a settlement with relatively few meetings because 
of available patterns of other settlements, a spirit of cooperation, 
modest proposals, overriding economic or political constraints, or 
determination to avoid arbitration. 

The distribution of number of negotiating sessions is skewed much 
more in the case of parties who applied for arbitration and either 
eventually reached a settlement directly or received an arbitration 
award. Over 80 percent of bargaining rounds in which parties applied 
for arbitration but reached a settlement by themselves involved five or 
more negotiating sessions. In some of these cases applying for 
arbitration may have been a pro forma procedural step required by 
the statutory timetable. In other cases, however, parties facing an 
arbitration deadline who wanted to avoid arbitration would have 
scheduled additional negotiating sessions. 
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A similar argument could be advanced in the case of parties who 
applied for arbitration but received an arbitration award. The only 
difference is that the additional negotiating sessions did not produce 
an agreement or stay the arbitration proceedings. The fact that a 
higher proportion of bargaining rounds ending in an arbitration award 
involved ten or more negotiating sessions than either of the other two 
categories supports this argument. The argument is contrary to the 
hypothesis and conventional wisdom. If parties who received an 
arbitration award were disinterested in attempting to reach a 
settlement by themselves, they would have little reason to bargain 
prior to the arbitration proceedings. Yet two-thirds of the bargaining 
rounds that resulted in an arbitration award involved at least five 
negotiating sessions between the parties. The data thus suggest that in 
general parties who received an arbitration award had arrived at a 
genuine bargaining impasse prior to arbitration rather than merely 
going through a quick ritual meeting in order to declare an impasse 
and proceed to arbitration. 

Conclusions 

This study has shown that bargaining intensity, as measured by 
number of negotiation sessions in a round of bargaining, deepens 
when parties apply for interest arbitration. The highest proportion of 
bargaining rounds with ten or more bargaining sessions occurred in 
cases where the parties eventually received an arbitration award. 
Moreover, two-thirds of all bargaining rounds which ended in an 
arbitration award involved five or more negotiating sessions. The 
hypothesis that parties who receive an arbitration award to resolve a 
bargaining impasse are disinterested in negotiating is not supported. 

When viewed in a broader perspective, the results of this study 
suggest that even conventional interest arbitration serves the purpose 
for which it was designed. In cases where an economic strike is not 
deemed to be a feasible feature of the collective bargaining process, 
arbitration becomes a substitute mechanism. The availability of 
arbitration encourages bargaining, provides a deadline for direct 
negotiations, and raises for both parties uncertainty about the results of 
the impasse procedure. The results of this study suggest a sincere and 
serious effort by most of those parties to negotiate and settle their 
differences without proceeding to arbitration. 

The research suggests two directions for additional research. First, 
the measure of bargaining intensity needs to be investigated further. 
The measure utilized in this study may have limitations. Number of 
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negotiating sessions does not, for instance, indicate differences in the 
length of sessions or the seriousness of bargaining efforts. Nor do the 
available data permit relating the timing of negotiating sessions to 
invocation of arbitration. Case studies may be necessary to determine 
if other factors need to be added to the measure. Second, research in 
other jurisdictions would be useful to see if their experience is similar 
to that in Pennsylvania. Hopefully this study will stimulate interest in 
the concept of bargaining intensity and its relationship to collective 
bargaining. 
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Arbitrator Dec i s i on M a k i n g  i n  
M u lt i - I ss u e  D i sp utes 

CRAIG A. OLSON 
University of Wisconsin-Madison 

A significant share of the interest arbitration research over the last 
decade has focused on the decision process of arbitrators (Ashenfelter 
and Bloom, 1984; Farber and Bazerman, 1985; Bloom, 1985; Olson and 
Jarley, 1991 ) .  This attention by scholars reflects the influence 
arbitrator decision making is thought to have on the behavior of the 
parties that negotiate under the threat of arbitration (Farber and Katz, 
1979; Farber, 1980) .  Virtually all of the research on this topic is based 
on a simple model where the wage rate is the only disputed issue. In 
this model the arbitrator's belief about the "fair" wage (W A) depends 
on a set of exogenous characteristics of the bargaining pair and 
environment observed by labor and management (Xs) and an 
unobserved component, f :  

( 1 )  w A =  XB + f . 

In final-offer arbitration each side presents their final wage offer 
and the arbitrator selects the offer closest to W A· If W u equals the 
union's final offer and WE is the employer's final offer, the probability 
the union's final offer is chosen is 

(2) Pr(Union win) = (Wu - WA < WA - WE) .  

Assuming f is normally distributed, the probability of a union win is 

(3) Pr(Union win) = 1 - <I>{[ (Wu + WE) /2 - X/1] /a}. 

<I>( . )  is the CDF for a standard, normal random variable. /3, af and their 
standard errors are estimated using a slight modification of the 
standard probit model where the dependent variable is the offer 
chosen by the arbitrator. 
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Provided all of the X variables observed by labor and management 

are also observed by the researcher, the probit estimates provide infor
mation on the weight placed on the X variables by arbitrators when 
determining the fair wage outcome and the parties' uncertainty about 
the fair wage beliefs of arbitrators. This conclusion assumes the wage 

rate is the only disputed issue. In disputes where the final offers of the 
parties include more than simply the wage rate, the single issue model 
is appropriate only if arbitrators completely ignore the nonwage 

issue(s) when reaching a decision. 
The single-issue model was appropriately used in the previous 

experimental research because the wage rate was the only disputed 
issue in the scenarios presented to arbitrators (Farber and Bazerman, 
1986; Bloom, 1986; Dell'Omo, 1989). It also appears to have been 
appropriate in the Ashenfelter and Bloom ( 1984) study of the early 

New Jersey experience, perhaps because the only issues subject to 
arbitration under the New Jersey statute are "economic" issues. As 
Olson and Jarley (1991) discuss, this model does not appear to be 
appropriate in many of the teacher disputes under Wisconsin's final 
offer by package procedure. 

If arbitrators give some weight to the nonwage issue(s) when 

making decisions in multi-issue disputes, then the appropriate model 
of arbitrator decision making must reflect their multidimensional 
character. In this paper I elaborate on Olson and Jarley (1991) and 
show the single issue model is not appropriate in multi-issue disputes 
under a final offer by package regime. I then empirically explore the 
decisions of arbitrators in multi-issue disputes. 

M ulti- Issue Final- Offer Disputes 

For the nine school years beginning with 1977-78, data were 
collected on 230 final-offer decisions in k-12 school districts where at 
least one of the disputed issues was wages. This sample is similar to the 
sample in Olson and J arley except for the exclusion of a small number 
of awards in k-8 and 9-12 districts. Additional details regarding the 

statute and data can be found in Olson and Jarley. In 49 percent of 
these disputes the only disputed issue is the wage rate. A wage dispute 
is defined as a dispute over adjustments to the salaries in the salary 
grid, changes in the structure of the salary grid (e.g., number of lanes 
or steps) or proposals for lump-sum payments. The distribution of 
awards by the number of issues is :  
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Characteristics of the Case 

Wages only 
Wages + 1 other issue 
Wages + 2 other issues 
Wages + 3 other issues 
Wages + 4 other issues 
Wages + 5 other issues 
Wages + 6 other issues 
Wages + > 6 other issues 

No. of Cases 

112 
3.1 
25 
22 
16 
8 
7 
7 

There is also substantial variation in the type of nonwage issues in 
the multi-issue cases. The seven most common issues in the sample are: 

Issue 

Extra-curricular or extra-duty pay 
Health insurance (typically cost sharing propos-

als) 
Dental insurance (typically introduction of) 
Union security 
Contract duration 
Long-term disability (typically introduction of) 
Layoff language 

No. of cases where at 
least one party submitted 

an offer on this issue 

20 

19 
1 1  
9 
6 
5 

l l  

These two tables show a majority of the awards settled both the 
salaries for teachers and at least one other issue. 

The single issue wage model of arbitrator decision making is 
inappropriate in the multi-issue disputes only if arbitrators give some 
consideration to the nonwage issue(s) when making their final-offer 
decision; if the nonwage issues are ignored by the arbitrator then a 
model that also ignores these issues is correctly specified. A natural 
way to test whether-or not arbitrators consider the non wage issues is to 
estimate the single issue wage model separately for the wage-only 
disputes and the multi-issue disputes. If the two samples provide 
different estimates, then the nonwage issues are important when 
arbitrators make their final-offer selections. The estimates for the two 
samples are shown in columns ( 1 )  and (2) of Table 1. The variables 
included in the model are: (a) the percentage change in consumer 
prices during the first year of the contract (mean = 4.9, SD = 3.8), (b) 
an index of the MA maximum point on the salary schedule in the 
district relative to the average MA maximum salary in the district's 
athletic conference for the previous year (mean = 100.1 ,  SD = 5.9), 
and (c) the average percentage increase for the MA maximum salary 
cell for contracts settled earlier in the current school year (mean = 7.6, 



TABLE 1 

Estimates of Fair Wage Beliefs of Arbitrators 

Dependent Variable 

Final-Offer Final-Offer Final-Offer Final-Offer Stated Position Final-Offer 
Decision Decision Decision Decision On Wages Offers Decision 

Variable (1 )  (2) (3) (4) (5) (6) 

Constant 20.082 14.560 24.306 17.362 1 1 .006 16.970 
(7.427) (6.450) (17.197) (6.145) (25.623) (5.834) 

z Inflation .376 .303 .491 .379 .704 .376 
( .128) ( .157) (.289) ( . 124) (.449) ( .121)  ...., trl 

Wage Increase in the Ath. .500 .292 .728 .344 1 .043 .359 ::0 trl 
Conference (.208) (.150) ( .488) ( .150) (.820) ( .133) t/) ...., 

Wage Level relative to the -.186 -.108 -.245 -.142 -.109 -.139 ;> 
Ath. Confer, t-1 ( .070) (.064) ( .164) (.060) ( .233) (.058) ::0 

5.027 2.380 8.044 10.264 2.434 t:l:l 
Ot ::J ( 1 .063) ( .762) (3.555) (5.365) ( .732) ::0 
o for wage only cases 2.613 ;> ...., 

( .872) 5 
o for the multi-issue cases 7.239 z 

(2.485) 
a .554 

( .173) 
A .473 

( .124) 
- Log L 146.343 65.976 76.876 144.032 64.847 142.995 
Sample Size 230 112 1 18 230 109 230 
Description of the Sample Wage & Multi- Wage Issue Multi-Issue Multi-Issue & Multi-Issue Wage & Multi-

Issue Cases Only Cases Only Wage Cases Only Issue Cases 
"" 

Standard errors in parentheses. � 
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SD = 2.0) . This average is computed over negotiated settlements in 
the district's athletic conference. Final offers are measured as the 
percentage increase in the MA maximum point on the salary schedule 
for the first year of the contract (mean = 7.4, SD = 2.6) . 

A likelihood ratio test of the null hypothesis that the parameters are 
the same in the multi-issue and wage-only decisions is constructed by 
comparing the results from columns ( I )  and (2) with the constrained 
model reported in column (3) .  The data do not reject (x2s ct.r. = 6.982, 

p = .222) the hypothesis that the models are the same in the single
issue and multi-issue cases. A model that allows af to vary across the 
two sets of cases is shown in column (4). This model is preferred to the 
model in column (I) which constrains af to be the same in each 
subsample ( ;x21 ct.r. = 4.662, p = .032). Moreover, the model in column 
(4) is not significantly different from the less constrained model that 
permits both af and the f3s to vary across the two types of cases 
( ;x23 ct.r. = 2.36, p = .50I ) .  These results show the weight arbitrators 
apply to the facts of the case when determining the fair wage outcome 
is the same in single-issue and multi-issue disputes. However, the 
uncertainty around W A is greater in multi-issue cases because of the 
weight given to the nonwage issues. 

The consequences of ignoring the distinction between single-issue 
and multi-issue disputes and estimating the single-issue model on the 
pooled data is apparent from a comparison of the results in columns 
( I )  and (3) .  The estimated standard deviation of E is five percent in the 
pooled sample. The difference between the final offers of the parties 
should be about seven percent if the true value of af is 5.4 percent and 
the parties are risk neutral (Farber, I980; Gibbons, I988) .  Since the 
observed difference between the final wage offers is much lower 
(mean = 2.99, SD = 2.98) than seven percent, the estimates from the 
pooled sample imply an implausible level of uncertainty about the fair 
wage beliefs of arbitrators. The biased estimate of aE obtained from 
the entire sample produces biased estimates of the f3s because the 
estimates of the f3s are proportional to aE. The magnitude of this bias 
can be seen by comparing the estimates in columns ( I )  and (2) .  For 
example, the pooled estimates in column (I )  imply a one percent 

increase in negotiated settlements in the surrounding school districts 
increases the fair wage beliefs of arbitrators by .5 percent. In the 
single-issue cases, the estimated effect of this variable is .29 or 40 
percent smaller than the pooled sample estimate. 



INTEREST ARBITRATION 397 

Stated Versus Revealed Preferences 

A content analysis of the written awards in the multi-issue cases 
reveals an interesting pattern. Although arbitrators in Wisconsin are 
constrained to select the entire final-offer package of one side, in a 
majority of the multi-issue awards arbitrators discuss each issue and 
indicate in the written award their preferred offer on each issue. 
Frequently, this discussion also includes the weight the arbitrator said 
was given to an issue when reaching a decision on the two sets of 
offers. 

The preference information in the written decisions is a potentially 
rich data source for studying multi-issue decisions. This information 
could be used to estimate a model where an arbitrator evaluates the 
parties' positions on each issue and then forms a weighted average of 
the parties' positions over all the issues when deciding between the 
two packages. A natural first step in developing such a model is to 
investigate whether or not the stated positions of arbitrators on a single 
issue in the multi-issue disputes correspond to the decisions the 
arbitrators would have made if the single issue had been the only 
disputed item. The Wisconsin data are sufficient to analyze the stated 
wage preferences of arbitrators in multi-issue cases. 

The fifth column of Table 1 reports the probit estimates that try to 
predict the stated position of the arbitrator on the wage issue for the 
sample of multi-issue wage cases. A small number of cases are omitted 
from the analysis because the arbitrator said he or she was indifferent 
between the two wage offers. These results contrast sharply with the 
estimates in column (2) for the subsample of wage-only cases. The 
parameter estimates shown in column (5) are individually and jointly 
(i4 d.r. = 7. 14, p = . 13) not different from zero at conventional levels 
of significance. Thus, none of the variables that predict arbitrator 
decisions in wage cases are useful in predicting the stated wage 
position of arbitrators in multi-issue awards. 

The results in column (5) have several interesting implications. 
First, school boards, the state teachers' union (WEAC) and their agents 
spend substantial resources analyzing the written decisions of 
arbitrators in an attempt to reduce the uncertainty of the arbitration 
process and improve their ability to predict how arbitrators will make 
decisions. Since most final offer cases in Wisconsin involve wages, 
much of this effort is devoted to an analysis of the wage positions of 
arbitrators. These results suggest some of this effort is wasted because 
the stated wage preferences of arbitrators in multi-issue disputes are 
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not use, ul in predicting the actual decisions of arbitrators in wage 
disputes. 

The intriguing question is why the stated preferences of arbitrators 
do not match their decisions. Insight into this question is provided in 
Table 2 which gives a breakdown between the preferred wage offer, 
the final-offer award and the predicted wage decision. In this table 
each case is divided into one of two categories based on whether or 
not the predicted probability the arbitrator prefers the union's wage 
offer is greater or less than .5. This classification is based on the 
parameter estimates in column 2 of Table 1, and provides an estimate 
of the wage offer an arbitrator would most likely select if the case only 
involved wages. 

TABLE 2 

Preferred Wage Offer, Predicted Preferred Wage Offer 
and Final-Offer Selection 

Preferred Wage Offer 

Employer Union 
I I 
I I Predicted Pr( Union Wage 

< .5 I 
I :::: .5 < .5 I :::: .5 Offer is Preferred) I 

16 I 17 5 I 10 Employer is FOA Winner I I 

1 I 
I 1 19 I 40 Union is FOA Winner I 

There are two important results in this table. First, there is a very 
strong relationship between the winning package and the wage offer 
preferred by the arbitrator. Arbitrators express a preference for the 
union's wage offer in 97 percent (19+40/61 )  of the cases where the 
union's final offer is chosen. Overall, the final-offer decisions match 
the preferred wage offer in 84 percent ( 16+ 17 + 19+40/ 109) of the 
cases. Second, this correlation between the stated wage preference 
and the final offer award is caused by the divergence between the 
stated wage preference and the predicted wage decision. In 39 percent 
(17+1+5+19/109) of the cases the stated position of the arbitrator on 
wages is different from the predicted wage offer the arbitrator would 
select if wage is the only issue. As the numbers in the two shaded cells 
show, most of this inconsistency occurs because of the cases where the 
predicted wage decisions are different from both the preferred wage 
offer and the FOA decision. This suggests arbitrators give more 
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weight to the nonwage issue(s) in multi-issues disputes than they are 
willing to reveal in their written decisions. 

This finding could be because many of the nonwage issues are 
"lumpy" issues and have only a discrete number of outcomes. For 
example, some of the multi-issue cases are disputes where the 
employer paid 100 percent of the cost of health insurance and 
proposed that teachers share in the cost of insurance under the new 
contract. In these disputes the union views a change from 100 percent 
employer-paid coverage as a major concession. There is little 
uncertainty about the arbitrator's position on health insurance if a 
decision is based on this issue and this fact is revealed in the written 
award. Regardless of the arbitrator's position on the issue, the 
probability the arbitrator will be selected in a future dispute of this 
type is reduced because one party will likely strike the arbitrator's 
name from future panels. 

The Relative Importance of Wage and Nonwage Issues 

Since the stated position of arbitrators on individual issues in multi
issue disputes appears to be of limited use in modelling arbitrator 
decisions in these cases, in this section I pursue a slightly different 
approach. I assume the probability the union's package is selected is a 
weighted average of the probability the arbitrator prefers the union's 
final wage offer and the probability the arbitrator prefers the union's 
position(s) on the nonwage issues. If a equals the weight given to the 
wage issue, the probability the union's offer is chosen equals 

Pr(union package is selected) = a  Pr(Wu - W A <  W A - WE) + 
(1 - a) Pr(nonwage offer(s) of the union is preferred) .  

Ideally, I'd like to parameterize the last term in this equation using the 
final offers of the parties on the nonwage issues and a matrix of 
exogenous factors that determine the fair outcome belief of the 
arbitrator. Such an approach is not feasible because of the small 
number and the tremendous variety of nonwage issues. Instead, I 
simply estimate the average probability the nonwage offer of the 
union is preferred by replacing the last term in the equation with a 
constant, A. If E is assumed to be normally distributed, then {3, a, a and 
A is estimated over the pooled sample of wage and multi-issue wage 
disputes. If U = 1 if the union's package is selected and S = 1 if the 
dispute is a single issue wage dispute, the likelihood function for this 
model is 
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(4) L = II Pr(Wu - W A <  W A - WE) 
U=l " = I  

II [1 - Pr(Wu - WA < WA - W E ) ]  
U=O,S=l 

II [a Pr(Wu - WA < W A - WE) + ( 1 - a) A] 
U= l ,S=O 

II {1 - [a Pr(Wu - W A <  W A - WE) + ( 1 - a) A] } 
U=O,S=O 

The parameter estimates for this model are shown in the last 
column of Table l. This model fits the data substantially better than 
the simple pooled model which sets a equal to zero and the fit is 
similar to the model shown in column (4) . The estimates of a and A are 
different from zero and neither are significantly different from .5. This 
suggests arbitrators prefer the position of the union about half the time 
on the nonwage issues in multi-issue disputes. This result is very close 
to the union win rate in wage-only cases, suggesting that on both wage 
and nonwage issues the parties present final offers that are, on 
average, equidistant from the fair outcome belief of the arbitrator. 
Since a is also not different from .5, these estimates suggest arbitrators 
give equal weight to the wage and nonwage items when deciding 
which package to select. Finally, the estimates of f3 and a are very 
similar to the estimates obtained on the wage-only subsample. 

Conclusion 

I draw three conclusions from this study. First, under a final offer 
by package law the simple, single-issue model of arbitrator behavior is 
not an appropriate model for disputes where there is more than a 
single issue. Second, the written arbitration awards which include 
statements about the preferred positions of the arbitrators on the 
individual issues do not resemble the decisions the arbitrators would 
make if the cases involved only the single issue. Third, the results 
suggest the written awards understate the weight given to nonwage 
issues in multi-issue disputes. On average, arbitrators give equal 
weight to wage and the nonwage issue(s) in multi-issue disputes. 
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I s  Arbitrat i o n  Add i ct ive? 
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Compulsory arbitration has become an important method for 
resolving collective bargaining disputes in the public sector. However, 
many industrial relations scholars have expressed concern that the use 
of arbitration is associated with growing dependence on arbitral 
intervention and a breakdown in the ability of bargaining parties to 
negotiate a settlement. (See Anderson [1979] for a survey of this liter
ature. )  This problem has been dubbed the "narcotic" or "addictive" 
effect of arbitration. 

Attempts to measure this addictive effect have produced contra
dictory results. For example, Kochan and Baderschneider (1978) find 
evidence of positive state dependence (an addictive effect of arbitra
tion) in a sample of police and firefighters in New York state. Using 
the same data, however, Butler and Ehrenberg ( 1981 )  show that if per
manent bargaining-pair-specific "fixed effects" are controlled for, bar
gaining pairs who used arbitration in the last round of negotiations 
were less likely to use arbitration in the current round (negative state 
dependence) . Hence, bargaining pairs who had used arbitration in the 
past appeared to be "hung-over" rather than addicted. More recently 
Currie ( 1989) uses 35 years of information about annual teachers' nego
tiations in the Canadian province of British Columbia to demonstrate 
that there can be an addictive effect of arbitration even when fixed 
effects are accounted for. 

These studies beg the question of why one might expect to see 
positive or negative state dependence in arbitration data. Clearly this 
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question must be answered before any normative judgment can be 
made about whether the discovery of state dependence in arbitration 
data should be interpreted as evidence that arbitration is an 
undesirable way of resolving disputes. 

In this paper we test for the presence of state dependence using 
data generated by a bargaining experiment. The value of running an 
experiment is that we can focus on particular aspects of the arbitration 
process and abstract from others. Specifically, we abstract from many 
of the institutional aspects of interest arbitration and focus on the 
hypothesis that the use of arbitration per se causes state dependence. 

There are at least three reasons why the use of interest arbitration 
might lead to state dependence: 1 )  The use of interest arbitration could 
reduce uncertainty about arbitration, thereby reducing the cost to the 
parties of using the process (Farber and Katz, 1979) ; 2) Failing to 
negotiate a settlement might create antagonism between the parties, 
leading to further disagreements in the future; or alternatively 3) Fail
ing to negotiate a settlement might demonstrate to both parties that 
their opposition is "tough" and lead them to be more compromising in 
future negotiations. The first two reasons lead to positive state 
dependence while the third leads to negative state dependence. 

The Data 

The experiments consisted of a series of repeated pie-splitting 
games. Each subject negotiated with the same opponent for 20 rounds 
over the division of a fixed quantity. One hundred thirty-one subject 
pairs first bargained ten rounds without an arbitration system followed 
by ten rounds with an arbitration system that determined the split of 
the pie in the event of disagreement. The experimental treatments 
consisted of randomly assigning pairs into five groups, each with a 
different type of arbitration system. 

Initial experiments with five bargaining pairs per treatment were 
conducted in 1984, and further experiments with approximately 20 
pairs per treatment took place in 1988. All experiments were 
conducted using Plato software at the University of Arizona's 
laboratory for experimental economics using University of Arizona 
students. Upon arrival at the laboratory, a subject was seated at a 
computer terminal and given the instructions necessary to send, 
receive, and accept offers. Subjects did not know the identity of their 
opponents, who were seated at different computer terminals some 
distance away. They did know that they would be bargaining with the 
same opponent for all 20 rounds. 
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The bargaining protocol in each round was unstructured, as is 
naturally the case in the field. Each party's last offer was posted on 
their screen and on their opponent's screen at all times, and parties 
were free to revise their offers at any time. An offer consisted of a 
number between 100 and 500. A schedule translated these numbers 
into cash payoffs. Each round was limited to five and one-half 
minutes. At the end of that time, if the parties had not agreed on a 
division they were deemed to be in dispute. 

In rounds without arbitration, disputing parties forfeited the entire 
pie. In rounds with arbitration, a division was imposed by the 
"arbitrator." In all cases, the arbitrator was modeled as a random draw 
from a normal distribution. For further details about the experimental 
design, see Ashenfelter et al. (1991 ) .  

In order to compare the results obtained from our experiment to 
information about the operation of arbitration in the field, we 
reanalyze the British Columbia teacher data previously analyzed by 
Currie ( 1989) .  These data consist of information on 35 annual contract 
negotiations between 75 school boards in British Columbia and their 
teachers . The data span the years 1947 to 1981. For further 
information, see Currie (1989) .  

A Nonparametric Test for State Dependence 

A simple test for state dependence involves dividing bargaining 
pairs into categories defined by the number of disputes they had. 
Under the null hypothesis of no state dependence, all permutations of 
dispute histories that sum to a given total number of disputes would be 
equally likely, and this is the basis of our test. For example, suppose 
that we observe three negotiations per pair. There are eight patterns 
that can occur: { (000), (100) ,  (010), (001) ,  (1 10) , ( 101) ,  (01 1 ) ,  (111)  }. It 
is, of course, true that these eight patterns are not equally likely even 
with no state dependence, but no state dependence does imply that 
each pattern with the same total number of disputes would occur with 
the same frequency. 

It should be clear that we cannot learn anything about state 
dependence by looking at bargaining pairs with either zero or three 
disputes in three rounds, but we can learn about state dependence 
from pairs with one or two disputes. Consider bargaining pairs with 
two disputes in three rounds. Our test is based on the prediction that 
if there is no state dependence then each of the three possible patterns 
{ (011 ) ,  ( 110) , (101) } is equally likely. On the other hand, if there is 
positive state dependence then the first pattern (011 )  should be most 
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likely and the last pattern (101) least likely. Intuitively, this is because 
the first pattern has only disputes once a dispute occurs while the third 
pattern has disputes only following no dispute (implicitly assuming no 
dispute in the zeroth round) . Analogously, if there is negative state 
dependence, the third pattern (101) should be most likely and the first 
pattern least likely (011 ) .  

While there is substantial interpair heterogeneity in how dispute
prone pairs are (Ashenfelter et al. ,  1991),  it is important to recognize 
that this heterogeneity does not affect our test. The intuition for this 
can be illustrated using our example of three negotiations per pair. 
Suppose there are equal numbers of two types of bargaining pairs: 
highly dispute-prone (type A with a dispute probability of 2/3) and 
less dispute-prone (type B with a dispute probability of 113) .  Type A 
pairs will have a higher dispute rate than type B pairs so that the two
dispute category will be disproportionately composed of type A pairs. 
If there is no state dependence and we looked only at the type A pairs, 
we would expect to find that each of the three patterns with two 
disputes in three rounds is equally likely (each occurs with a probabil
ity of 113) .  The same argument applies for the type B pairs. If we then 
pool all observations on types A and B pairs who have two disputes in 
three rounds, each of the three patterns is still expected to occur 113 of 
the time if there is no state dependence. The fact that we cannot 
identify which pairs are type A and which pairs are type B has no 
bearing on the test. 

The first ten rounds of the experiment provide a benchmark where 
the entire pie is lost in the event of a dispute (similar to a strike) . In 
contrast, the arbitration mechanisms in the last ten rounds provide an 
arbitrary division of the pie in the event of a dispute. None of the pie 
is lost directly, but part of the pie may be lost due to bargainers' risk 
aversion and the uncertainty about what the division will be. On 
balance, arbitration offers a lower cost of disputing than does the 
strike-like mechanism of the first ten rounds. Currie and McConnell 
(1991) present field evidence that disputes occur with higher 
frequency where arbitration is the dispute settlement mechanism than 
where strikes are used to settle disputes. 

If the use of arbitration leads to state dependence relative to the no
arbitration case, then we expect that the extent of state dependence 
will differ between the first ten rounds of the experiment and the last 
ten. For example, if experience with arbitration reduces uncertainty 
about future awards thereby lowering the costs of disputes, then we 
will see positive state dependence in the last ten rounds but not in the 
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first ten. If hostility toward a recalcitrant opponent leads to state 
dependence, then we expect to see more positive state dependence in 
the last ten rounds than in the first ten since each party can "punish" 
their opponent at lower cost when arbitration is provided than when it 
is not. Alternatively, parties might be less afraid of their "tough" 
opponent when disputes are less costly. In this case, we would expect 
more negative state dependence in the first ten rounds than in the last 
ten. 

These considerations suggest that the most natural way to carry out 
our test for state dependence in our experimental data would be to 
first divide the data into the ten rounds negotiated with arbitration and 
the ten negotiated without arbitration. This is, in fact, the first test that 
we carried out. However, since there are many possible patterns of 
disputes in ten rounds, we have chosen to present results based on the 
pattern of disputes in groups of five rounds. Our conclusions are not 
affected by this decision, but the exposition is considerably simplified. 

We divided the data into four groups: rounds 1 to 5, 6 to 10, 11 to 
15, and 16 to 20. We then pooled the data from the first two groups and 
the data from the last two groups. To give an example, suppose a pair 
had two disputes in the first five rounds, three disputes in the next five 
rounds, three disputes in the next five rounds, and three disputes in the 
last five rounds. The pair would contribute one observation to the two
disputes without-arbitration category, one observation to the three
disputes without-arbitration group, and two observations to the three
disputes with-arbitration category. The 35 years of British Columbia 
data were also divided into seven groups of five negotiations each: 
1947 to 1951, 1952 to 1956, and so on, and these groups were pooled. 

Results 

The frequency distributions of patterns of disputes for each 
category of total number of disputes (from one through four) are 
contained in Table 1. If there was no state dependence, then one 
would expect to see an equal number of observations of each pattern 
within each category: thus the expected number of observations of 
each pattern is equal to the total number of observations in the 
number-of-disputes category divided by the number of possible 
patterns. By comparing the actual number of observations of each 
pattern with the expected number, we can test whether the null 
hypothesis of no state dependence fits the data. 

Casual examination of Table 1 shows that, within number-of
dispute categories, the differences between the actual and expected 
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TABLE 1 

Actual vs. Expected Number of Observations of Each Possible 
Pattern of Five-Negotiation Outcomes 

by Total Number of Disputes 

One Dispute Total Two Dispute Total 

Ex per Ex per Field Ex per Ex per 
1-10 l l -20 B.C. 1-10 l l -20 

Expected # in Expected # in 
Each Pattern: 15.6 9.6 23.6 Each Pattern: 2.9 3.8 

Actual # in Actual # in 
Each Pattern: Each Pattern: 

00001 16 12 24 0001 1  3 5 
00010 7 9 33 00101 2 5 
00100 19 7 31 00110 4 2 
01000 17 13 1 1  01001 1 2 
10000 19 7 19 01010 4 3 

OllOO 5 3 

Three Dispute Total 10001 3 4 
10010 3 3 
10100 2 6 

Exper Ex per Field 1 1000 2 5 
1-10 11-20 B.C. 

Expected # in Four Dispute Total 

Each Pattern: .4 3.8 8.1 

Actual # in 
Exper Ex per 

Each Pattern: 
1-10 l l -20 

001 1 1  0 4 14 Expected # in 
01011 0 4 4 Each Pattern: .4 6.2 
01 101 0 1 9 Actual # in 01110 0 4 1 1  
100ll 0 4 2 Each Pattern: 

10101 2 7 13 01 1 l l  1 9 
10110 0 3 6 10l l 1  0 8 
1 1001 1 2 7 1101 1 0 3 
11010 0 5 9 11 101 0 6 
l l lOO 1 4 6 l l l lO 1 5 

407 

Field 
B.C. 

1 1 .4 

14 
5 

24 
8 

12 
9 

16 
9 

16 
1 

Field 
B.C. 

9.0 

7 
7 
3 

19 
9 

number of each pattern are larger for the field data than for the 
experimental data. We cannot reject the null hypothesis of no state 
dependence in the experimental data. The chi-squared test statistic for 
the first ten rounds of the experiment is 24.8 with 26 degrees of 
freedom (p-value = 0.53), and the chi-squared statistic for the last ten 
rounds of the experiment is 17.8 also with 26 degrees of freedom (p
value = 0.88) .  In contrast, the chi-squared test statistic for the field 
data is 79.5, again with 26 degrees of freedom (p-value = 2.5e-7) ,  
which indicates that the null hypothesis of  no  state dependence can be 
rejected with a high degree of confidence in the B.C. field data. 
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Table 1 also shows that in the experiment disputes became more 
frequent once arbitration was available. See Ashenfelter et a!. ( 1991)  
for an extensive discussion of this phenomenon in these data. 

Unfortunately, it is difficult to determine from Table 1 whether 
state dependence in the field is positive or negative. In order to get at 
this question, we compared the number of times that disputes 
occurred together (one dispute following another) in the field data to 
what would be expected if there were no state dependence. If disputes 
are contiguous more often than one would predict under the null 
hypothesis of no state dependence, then this is evidence of positive 
state dependence and vice versa. This comparison is shown in Table 2. 
Overall, disputes occur contiguously at approximately the rate 
expected by independence (263 observed contiguous pairs vs. 250.8 
expected) .  There are more than the expected number of observations 
with contiguous pairs in the two-dispute category suggesting positive 
state dependence. However, there is no clear pattern in the three- or 
four-dispute categories. Thus, while we reject independence in the 
field data, we find only weak evidence of positive state dependence. 

TABLE 2 

Observed and Expected Number of Contiguous Pairs of Disputes 
British Columbia Data 

II of Contiguous Pairs 

0 I 2 3 

II of Disputes 
Category 

2 Expected 68.4 45.6 
Observed 56 58 

3 Expected 8.1  48.6 24.3 
Observed 13 37 31 

4 Expected 27 18 
Observed 29 16 

All Expected 76.5 94.2 51.3 18 
Observed 69 95 60 16 

Total 

45.6 
58 

97.2 
99 

108 
106 

250.8 
263 

Note: The expected number of contiguous pairs is computed within each category as 
the number of observations in the category multiplied by the expected fraction of times 
that number of contiguous pairs will show up in five trials. The expected fraction is 
computed conditional on the total number of disputes in the category assuming inde
pendence (no state dependence) . For example, there are 10 possible configurations of 
two disputes in five rounds. Six of these ten configurations have no contiguous pairs 
while four of the ten have one contiguous pair. There are 1 14 cases with two disputes 
in the B.C. data, so that the expected number of cases with no contiguous disputes 
is 0.6 · 1 14 = 68.4 and the expected number of cases with one contiguous pair is 
0.4 . 1 14 = 48.6. 
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Discussion and Conclusions 

We began by stating that the advantage of using experimental data 
was that we could abstract from some aspects of the arbitration 
process as it occurs in the field and focus on others. Our experiment 
captured the facts that employers and unions engage in repeated 
negotiations, that actual negotiations are unstructured, and that there 
are losses associated with breakdowns in the collective bargaining 
process. In addition, we believe that we have incorporated the 
uncertainty and the reduction in dispute costs associated with the 
institution of an arbitration system in a realistic way. 

We find no evidence of state dependence in the experimental data. 
Hence our hypotheses that the use of arbitration per se leads to state 
dependence, either through reducing uncertainty about the arbitral 
process or through changing the bargaining parties' perceptions about 
their opponents, are rejected. These results suggest that an explanation 
for any positive state dependence in the British Columbia field data 
may lie in aspects of the arbitration process that are not captured by 
our experimental design. 

It may be important to allow for face-to-face negotiations, or for 
possible principal-agent problems between the bargaining parties and 
the agents that represent them. If these factors were behind a finding 
of state dependence, policymakers might well be concerned about the 
use of arbitration as a dispute-resolution procedure. 

Alternatively, apparent state dependence might be caused by 
unobserved characteristics of bargaining units that change slowly over 
time and hence are not captured by our analysis. This sort of spurious 
state dependence should not be a cause for concern, and it could be 
the cause of the weak positive state dependence in the field data. 
While we used rather short runs (5 rounds) ,  our analysis did not control 
for observable time-varying factors that could be captured in a more 
complex model which accounted for year effects and other time
varying observable characteristics of bargaining pairs in the field 
(Currie, 1989) . 

We believe that experiments along the lines of the one discussed 
here may prove useful in isolating the causes of state dependence in 
arbitration data. Further work could start with our "bare-bones" 
framework and add key institutional features. At the least we have 
demonstrated that bargaining experiments of this kind can be used to 
rule out hypotheses with a definiteness that is not usually possible 
using field data alone. 



410 IRRA 44TH ANNUAL PROCEEDINGS 

Acknowledgments 

The authors acknowledge the assistance of Matthew Spiegel, Orley 
Ashenfelter, Vernon Smith, and Shawn LeMaster. Janet Currie 
acknowledges the support of the Social Science and Humanities 
Research Council of Canada and of the Alfred P. Sloan Foundation. 
Henry Farber acknowledges the support of the National Science 
Foundation. The data used in this study will be available through the 
Inter-University Consortium for Political and Social Research at the 
University of Michigan. 

References 

Anderson, John C. "The Impact of Arbitration: A Methodological Assessment." 
Industrial Relations 20, no. 2 (Spring 1981} ,  pp. 129-48. 

Ashenfelter, Orley, Janet Currie, Henry Farber, and Matthew Spiegel. "An 
Experimental Comparison of Dispute Rates in Alternative Arbitration Systems." 
National Bureau of Economic Research Working Paper #3417, Cambridge, MA, 
August 1990, revised September 1991. 

Butler, Richard J., and Ronald G. Ehrenberg. "Estimating the Narcotic Effect of Public 
Sector Impasse Procedures." Industrial and Labor Relations Review 35, no. 1 
(October 1981}, pp. 3-20. 

Currie, Janet. "Who Uses Interest Arbitration? The Case of British Columbia's Teachers, 
1947-1981." Industrial and Labor Relations Review 42, no. 3 (April 1989), pp. 363-
379. 

Currie, Janet, and Sheena McConnell. "Collective Bargaining in the Public Sector: The 
Effect of Legal Structure on Dispute Costs and Wages." American Economic 
Review 81 (September 1991}, pp. 693-718. 

Farber, Henry, and Harry Katz. "Interest Arbitration, Outcomes, and the Incentive to 
Bargain.' Industrial and Labor Relations Review 33, no. 1 (October 1979}, pp. 55-
63. 

Kochan, Thomas, and Jean Baderschneider. "Dependence on Impasse Procedures: 
Police and Firefighters in New York State.'' Industrial and Labor Relations Review 
31, no. 4 (July 1978), pp. 431-449. 



DISCUSSION 
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During the past 15 years there has been a strong and continuing 
interest in the use, outcomes, and impacts of interest arbitration. In 
particular, researchers have tried to explain why some union
management pairs arbitrate rather than settle directly, and others have 
tried to explain how or why arbitrators make decisions. The four 
informative papers in this session provide useful information in one or 
the other of these categories. These papers also demonstrate that both 
laboratory and field studies can yield interesting findings. 

Regarding the use of arbitration, three papers present different 
findings. Babcock's analysis of Wisconsin school district/teacher union 
arbitration use indicates that arbitration is more likely to be invoked in 
larger and poorer districts, in districts that received a large wage 
increase in the previous year, during periods of high inflation, and 
during periods when local unions are pursuing a statewide wage 
targeting ("commitment") strategy. All of these results are intuitively 
plausible, and they indicate that the use of arbitration is hardly 
random. Advocates and arbitrators will be particularly intrigued by 
her finding that once arbitration is invoked, the identity of the 
arbitrator has an influence on whether an award is issued or the parties 
settle. This finding suggests that the parties behave rationally when 
they invest in arbitrator search costs. Also, her differentiation between 
invoking the arbitration procedure and receiving an arbitration award 
is an extremely useful reminder that a great deal of bargaining 
continues to occur after the disputing parties enter the arbitration 
pipeline. 

Loewenberg does not specify the characteristics that differentiate 
the Pennsylvania cities and police unions who arbitrate from those 
who settle. However, he does find that most arbitration users try 
diligently to settle, as measured by the number of negotiating sessions. 
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His results refute claims that Pennsylvania conventional arbitration 
users merely go through the motions of bargaining in order to dump 
their dispute in an arbitrator's lap. However, his data do not show how 
seriously the arbitrating parties attempted to resolve their differences 
in these lengthy negotiations, which is a much more difficult 
phenomenon to measure. Consequently, it is not clear why the 
arbitrating parties were unable to reach agreement in spite of their 
considerable time at the negotiating table. His results also confirm 
Babcock's finding that many negotiated settlements occur after the 
arbitration procedure has been invoked. 

Focusing on the single characteristic of prior arbiration use, Currie 
and Farber find that in British Columbia school districts prior 
arbitration use ("positive state dependence") is a guide to future 
arbitration use. However, no such finding emerges from laboratory 
studies using students as negotiators. Currie and Farber rightly note 
that there is nothing about arbitration use per se which would cause 
future use. However, they also note that the "pure" versions of 
arbitration used in the laboratory omit many of the elements of the 
"messy" versions of arbitration used in the field. A crucial arbitration 
use element suggested by their study and by Babcock's research is the 
dynamics of the principal-agent relationship. It is not clear if agents 
contribute to more or less use of arbitration, but it would be very 
useful to find out. This subject may be difficult to research in the field, 
but laboratory studies could yield some insightful findings. 

Turning to the deepest recesses of the interior of the arbitral black 
box, Olson's study usefully indicates that researchers err when they 
ignore the nonwage issues in multi-issue arbitrations. His admonition is 
long overdue, but the measurement difficulties associated with nonwage 
issues suggest that we should have modest expectations about the 
extent to which his clarion call for research accuracy will be heeded. 

Equally useful is Olson's finding that there may be a divergence 
between the outcomes arbitrators say they prefer and the outcomes 
they actually prefer. When that finding is coupled with his finding that 
arbitrators decide wage and nonwage issues for each side about half 
the time, the "fair outcome beliefs" of arbitrators that has been the 
premise of much recent arbitration research might be more usefully 
conceptualized as their "career enhancement beliefs." His research 
suggests that a fascinating study would be a comparison of arbitrator 
decisions in jurisdictions where the disputing parties control the 
selection and compensation of arbitrators versus jurisdictions where 
arbitrators work under conditions equivalent to judicial tenure and 
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compensation (if any such jurisdictions can be found) . Practically all 
studies of arbitrator decision making are built upon the explicit or 
implicit premise that arbitrator livelihoods are directly controlled by 
the arbitrating parties. The relaxation of that premise might yield some 
extremely informative results about how arbitrators respond to the 
facts of the dispute as well as to the number of disputed issues. 

Together these papers help push back the interest arbitration 
frontier of understanding. These analyses help us better understand 
why some negotiating parties arbitrate while others settle, and they 
help us understand arbitrator behavior. However, we have a long way 
to go before we can say that we have comprehensive models that 
enable us to predict arbitration use and arbitrator decisions. As 
indicated in these four papers, most arbitration studies are based on 
data from a single jurisdiction. As a result, the results may or may not 
be applicable to other jurisdictions with different arbitration rules, 
particularly regarding how arbitrator decisions will be made. 
Consequently, there is still plenty of mystery inside the arbitral black 
box awaiting further research. 
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It is paradoxical that American unions, dedicated to upgrading and 
policing the personnel practices of the organizations for whom their 
members work, have devoted so little attention to these practices in 
relation to their own employees. In 1970, Derek Bok and John Dunlop 
pointed out that "judged by contemporary standards of administra
tion" (p. 168) , the performance of American unions in this area was 
generally below par. This was particularly the case in the areas of 
personnel selection, training, and motivation. 

Twenty years later, Dunlop ( 1990) revisited this issue and 
concluded that while substantial improvement had occurred in the 
administration and management of American unions, nonetheless, "the 
political process [still] leaves its mark" (p. 7) . He observed that the 
system constrains union leaders in their efforts to choose union 
administrators chiefly on their managerial talents and limits the time 
and resources they can devote to attacking the problems of internal 
union administration. 

With the increasing centralization of union government (Ulman, 
1955; Craft, 1991) ,  has come an increase in the number of staff em
ployed by national unions. A recent study by Clark (1992) provides evi
dence that the number of employees on the payrolls of many American 
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unions increased steadily, relative to membership levels, over a 24-
year period beginning in 1961. While this study focused exclusively on 
professional employees, there is evidence that there has been a con
comitant increase in the number of support staff, including clerical 
and technical employees. 

This trend suggests that human resource management is central to, 
and growing in importance for, the administration of American unions 
just as it is for business, government, and nonprofit organizations. 
However, unlike these types of organizations, labor unions have been 
slow to develop policies with respect to the recruitment, selection, 
training, and promotion of their staff. For example, in contrast to 
business and government groups, which base employee selection on 
specified criteria and objective tests, unions generally rely on informal 
hiring processes which reward political loyalty (Joseph, 1959; Stamm, 
1969). Other components of human resource management, such as 
performance appraisal, systematic compensation programs, and 
employee involvement in work decisions are largely unknown within 
the union context (Gray, 1975) . 

This paper will present and analyze a part of the data collected in 
a survey of national union presidents who were asked to provide 
information concerning the current administrative practices of their 
organizations. Among the issues this exploratory survey focused on 
was the internal human resource management practices within these 
unions. This paper will analyze the responses to survey questions 
concerning these practices and their implications for understanding 
the current state of human resource management in unions. 

Unions as Employers 

The phenomenon of unions as employers has for years placed labor 
organizations in an unfamiliar and uncomfortable position. National 
union leaders who achieve office on the basis of their political skills 
and ability to effectively represent the interests of their member
employees to employers, suddenly find themselves filling the role of 
administrator of a sometimes large and complex organization. Among 
their leadership responsibilities is the management of large numbers of 
paid employees. 

The personnel practices of unions have historically been tremen
dously varied and diverse (Belfer, 1952; Gordon, 1986) .  These 
practices have generally been a function of many different factors, 
including the politics of the organization, the union's structure, and the 
personality and style of the leadership in power. 
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It is somewhat paradoxical that, while one of the main objectives of 
unions over the years has been to formalize personnel practices 
through written contracts, personnel policies within many unions have 
remained informal, unwritten, and nonuniform (Heckscher, 1988) .  In 
a significant number of labor organizations this contradiction has been 
at least partly responsible for the unionization of professional and 
support staff employed by those unions. This situation has forced 
union leaders into the awkward position of having to sit on the 
management side of the negotiating table across from their own 
employees (Clark, 1986) . 

Union personnel practices have not been examined or discussed in 
any detail in the literature on union administration (Barbash, 1967; 
Adams, 1977; Estey, 1981; Wallihan, 1985) .  What has been written on 
this issue has tended to be impressionistic and anecdotal (Belfer, 1952; 
Gordon, 1986) .  The data presented here are, as far as the authors can 
ascertain, the first systematic effort to gather empirical evidence about 
how unions deal on a day-to-day basis with their work force. 

The Survey and Results 

Data Collection 

The information gathered concerning union personnel practices 
was part of a larger survey focusing on the more general issue of union 
administrative practices. Questionnaires were mailed to the presidents 
of 110 national and international unions. Forty-eight completed survey 
forms were returned for a response rate of 44 percent. In addition to 
the questions asking for very specific information contained in the 
questionnaire, the respondents were given several opportunities to 
elaborate in an open-ended fashion on the issues raised in the survey. 
Many of the respondents provided useful background information in 
this fashion. 

The survey gathered information on personnel administration in 
unions, the extent that unions employ formal personnel policies, union 
recruitment and hiring practices, and the use of outside consultants by 
unions. Unions were also asked to provide information as to whether 
administrative practices in these areas had changed in recent years. 

Administration of Personnel Policies and Practices 

Major personnel decisions in most labor organizations have, 
historically, been made by the national officers and implemented by 
top administrative staff (Stamm, 1969) .  Most unions have not 
designated specialized staff to assist in the making or implementation 
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of these decisions. However, as the payrolls of many unions have 
grown, and as the complexity of personnel matters has increased 
(affirmative action requirements, complex pension plans, staff unions, 
etc. ) ,  some unions are turning over the day-to-day personnel functions 
to a personnel or human resources director or department. The results 
of this survey indicate that 44 percent of the responding unions 
currently handle personnel administration in this manner. While no 
baseline data exist to compare this figure with past practices, 
interviews with union administrators indicate that, in their view, this is 
a change from the way unions handled these matters in the past. 

A breakdown of the survey results by union size also indicates that 
the creation of staff positions solely to handle personnel administration 
is positively related to the size of a union's membership. As Table 1 
indicates, 87.5 percent of unions with over 500,000 members employ 
human resource professionals, while only 25.9 percent of unions with 
less than 100,000 members employ such staff. 

Surprisingly, unions that are growing in membership size are less 
likely to employ personnel managers than those that are losing mem
bers. Classified by sector, government and building trades unions, 
compared to industrial/manufacturing, transportation, or service 
unions, are most likely to have an individual designated as a personnel 
or human resources director. 

Formal Personnel Policies 

As suggested earlier, while unions have long fought to formalize 
personnel practices through written contracts, these same practices 

TABLE I 
Human Resource Practices of Unions by Membership Size 

Total N = 48 Unions 

Membership Size 

More than Less than 
500,000 499,999-100,000 99,999 

Employ 
Personnel Director 87.5� 53.8� 25.� 

Hired Headquarters 
Staff Who Worked 
for Other Unions 100.0� 100.� 69.2% 

Hired Field 
Staff Who Worked 
for Other Unions 75.0� 33.3� 59.1% 

Have Employed 
Outside Consultants 62.5� 46.2� 32.� 
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within unions have remained largely informal, unwritten, and 
nonuniform. The unions surveyed were asked to address this issue by 
indicating whether or not they had formal, written policies in any of 
several personnel areas for two major groups of employees
professional staff at the union's headquarters and professional staff in 
the field. 

In only one area (discipline and discharge) for only one group of 
workers (headquarters or professionals) did a majority of the unions 
responding have formal, written policies (54 percent). In all of the 
other areas-affirmative action, hiring, salary review, performance 
appraisal, and promotion, for both groups of employees, significantly 
less than 50 percent of the unions surveyed had formal policies. Of the 
areas included in the survey, the human resources functions of 
performance appraisal and promotion were the areas in which unions 
were least likely to employ formal policies. 

Recruitment and Hiring Practices 

Observers of unions have pointed out that as unions are political 
organizations, hiring decisions are often influenced by political 
considerations (Joseph, 1959). In an effort to get a more current 
picture of union recruitment and hiring practices, the survey asked 
union presidents several questions concerning their organization's 
practices in this area. 

While only 44 percent of the unions responding indicated they had 
formal policies concerning hiring, 75 percent stated that "specific 
qualifications" were required for appointment to the headquarters 
staff of the union. Of the unions requiring "specific qualifications" the 
two most commonly identified qualifications were specific degrees or 
training (46 percent) and current membership in the union (37 
percent) . The least common requirements were prior election to union 
office within the union (2 percent) and prior employment by another 
union (0 percent). The respondents also indicated that in most of these 
unions (72 percent), qualifications varied by function. 

The survey also attempted to gather information on the issue of 
whether or not unions were moving away from the traditional practice 
of hiring from within toward hiring professional staff who had 
previously worked for another labor organization. The responses 
suggested that this was a much more prevalent practice for 
headquarters staff than for field staff. Twenty-two percent of the 
respondents indicated that they frequently hired employees who had 
worked for other unions for headquarters jobs and 61 percent reported 
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they hired these types of employees "on a few occasions" for these 
positions. Only eight percent indicated they hired such individuals for 
field assignments on numerous occasions, while 44 percent stated they 
hired them for field jobs "on a few occasions." 

The data also suggested this practice was more common in larger 
unions. When broken down by size, the results indicated that 100 
percent of unions with more than 500,000 members hired these 
"outsiders" for headquarters jobs, while only 69 percent of unions with 
less than 100,000 members indicated they hired such individuals. For 
field positions, 75 percent of the largest unions reported hiring 
individuals who had worked for other unions; 59 percent of the union 
respondents with less than 100,000 members stated they hired these 
types of individuals (see Table 1 ) .  

Also of  interest in this regard is that 75 percent of the largest unions 
indicated their policies in this area had changed in the last 10-15 years, 
either somewhat or significantly. Sixty-seven percent of unions with 
memberships between 499,999 and 100,000 indicated similar changes, 
while only 22 percent of the unions under 100,000 members indicated 
that their hiring practices had changed regarding this issue. Unions 
representing service, building trades, and government workers 
reported changes in hiring practices to a greater degree than unions in 
the industrial/manufacturing or transportation sectors. 

Use of Outside Consultants 

The fourth area concerning union personnel practices examined by 
the survey involved the issue of the employment of outside consultants 
by labor organizations. Preliminary information gathered in preparing 
the survey identified eight types of services for which at least some 
unions had employed outside consultants. 

Sixty-nine percent of the unions responding to the survey indicated 
they employed consultants in the area of computer services. This was 
the area most frequently cited in the survey. The second most 
prevalent areas, with just under 50 percent of the unions surveyed 
employing consultants, were the areas of public relations and health 
and welfare benefits. A relatively small percentage of unions indicated 
the use of outside consultants in the human resource areas of training 
(34 percent) and personnel recruitment ( 11  percent) .  It is also 
significant to point out that where a union did employ these 
consultants, the union was satisfied with the performance of the 
consultant in nine out of ten instances. And, as we have seen in some 
of the other areas examined in this study, larger unions tend to employ 



420 IRRA 44TH ANNUAL PROCEEDINGS 

outside consultants at a greater rate than smaller unions (62.5 percent 
of unions over 500,000 members as compared to 32 percent for unions 
with members under 100,000 members-see Table 1 ) .  

Again, even though the percentage of  unions employing consul
tants in most of the areas surveyed is small and no baseline data exist 
to compare union practices in this area in the past, discussions with 
union leaders suggest that this is a relatively new, and growing, trend 
within labor organizations. 

Impl ications and Discussion 

The results of the survey identify a number of interesting practices 
and developments in the area of human resource administration in 
national unions. One emerging trend is suggested by the fact that a 
significant number of unions, particularly larger unions, currently 
employ a personnel or human resources director. 

The survey responses, and follow-up discussions with union 
administrators, raised an important issue related to this phenomenon. 
Informed sources inside and outside the labor movement report that in 
the absence of a personnel or human resources director, the personnel 
function has traditionally been performed by the national union 
president (often acting through an executive assistant) or by the 
secretary-treasurer. While many unions apparently are moving toward 
assigning responsibility for personnel administration to a personnel 
director or department, there is some evidence that the individuals 
hired to perform these duties may not have the requisite knowledge 
and background to be effective in these positions. In some cases, these 
positions are being assigned to union staff from other departments 
who have no expertise in this area. 

It would seem that if unions desire to professionalize their human 
resources practices, not only must they create positions to administer 
these programs and policies, but they must fill them with individuals 
who are qualified to carry out these responsibilities. One example of a 
union that is moving in this direction is the Service Employees 
International Union (SEIU) .  In recent years, SEIU has hired outside 
specialists to fill the positions of human resources director and 
affirmative action officer. 

In the area of recruitment and selection, unions have apparently 
been hiring an increasingly large number of their professionals, 
particularly headquarters staff, from outside the union. This is a clear 
shift from the "hire from within" policy that was the predominant 
philosophy employed by unions for many years. Not only are more 
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outsiders, often highly skilled and educated professionals, being hired 
from outside the union, the survey results suggest that larger unions are 
hiring professionals who have previously worked for other unions. 
This phenomenon of outsiders being hired to perform professional 
functions for unions and, in many cases, taking those skills to other 
unions, suggests that for some, union employment has become a 
"profession." One concrete example of this is the AFL-CIO Organiz
ing Institute. The Institute recruits and trains individuals for careers in 
organizing. In addition to recruiting union members from the work 
force, the Institute also has actively recruited on college campuses in 
an effort to provide "professional" organizers for the labor movement. 

Related to this issue is the manner in which unions recruit pro
fessional staff. Although the survey results indicate that only a small 
number of national unions currently use their services, a number of 
consultants and consulting firms have made themselves available to 
unions in search of qualified individuals to fill important positions. 
These "headhunters" publicize positions, screen and interview appli
cants, and in some cases, make recommendations about hiring. A few 
unions now advertise staff openings in The New York Times and other 
publications, again moving away from the insider network. These 
practices are consistent with the idea of a profession of "union staffers" 
who can move across unions in the same way that executives move 
across corporations. 

Many of the trends toward more systematic and professional 
human resource practices and policies identified in the survey and 
mentioned above, appear to be much more prevalent in larger unions. 
This phenomenon could be a function of a number of factors. First, 
larger unions have greater needs for systematic record keeping and 
formalized policies as they employ larger numbers of employees. 
Secondly, these unions often have more resources to devote to human 
resource management. Thirdly, it may be that as unions grow larger, 
both in terms of members and staff, a gradual depoliticalization takes 
place as at least a certain portion of the union's staff becomes a part of  
a professional "bureaucracy." These individuals are hired for their 
skills in a specific area and not as a result of demonstrated political 
loyalty. And while not completely removed from the politics of the 
organization, they are somewhat insulated from that aspect of the 
organization's life. 

The results of the survey generally suggest that while union per
sonnel practices are changing, the change is slow and unevenly dis
tributed across the labor movement. Some unions have clearly 
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recognized that the professionalization of their human resource poli
cies is a positive step in improving the administration of their organi
zation. The Communications Workers of America's (CWA) Commit
tee on the Future, for example, has called for the adoption of "a more 
professional approach to managing CWA staff, working with them to 
upgrade their morale, motivation and performance" ( 1983). In many 
other unions, however, very little has changed in this area over the last 
30 years. 

The data gathered in the course of this exploratory study and 
discussed in this paper have just scratched the surface of an area long 
neglected by students of the American labor movement. There are 
numerous human resource issues that are not addressed here. Staff 
training, for example, is an area in which significant changes have 
taken place in recent years. Deviating from the union tradition of only 
providing on-the-job training, most unions now provide some type of 
formal training for their staff. In some cases, staff training is linked to 
needs assessment and planned professional development as is the case 
in most major corporations (Gray and Kornbluh, 1989) . This level of 
attention to a human resource need is, unfortunately, the exception 
and not the rule in most unions. 

Another issue not addressed is the important area of compensation. 
While some information on what union staff are paid can be found in 
LM-2 reports, little effort has been made to analyze this information or 
compare it within or across unions. How salaries and salary increases 
are determined is another aspect of compensation that has not been 
systematically examined. 

And while this survey focused exclusively on practices at the 
national level, the structure of some unions creates large, semi
autonomous regional and local bodies, both of which may employ 
significant numbers of employees. Anecdotal evidence suggests that 
personnel practices at this level are even less formalized than at the 
national level (Clark, 1989) .  Given the important role that staff at all 
levels play in meeting the many challenges unions face, the 
management of these human resources merits further study. 
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North American corporations have demonstrated an increasing 
interest in planning strategically for their human resources over the 
past 15 years. The corporate world has realized that linking organiza
tional goals and strategies to human resource planning is a key deter
minant of gaining a competitive advantage (Ulrich, 1986) .  Conse
quently, more focus is being directed toward strategic human resource 
planning (SHRP). 

Because SHRP is a concept still in its infancy, no definition has 
been universally accepted by academics or practitioners (Craft, 1981) .  
Therefore, for the purpose of this article, SHRP is defined as a means 
of linking organizational goals and strategies to human resource 
objectives and programs (Nkomo, 1988) .  

While i t  seems that more firms are embracing the notion of  SHRP, 
little is known as to whether or not unions are adopting parallel 
practices for their human resources, i.e., hired staff members. This 
paper, however, proceeds from the conviction that SHRP can be 
beneficial to unions. A union's success, much as a corporation's 
success, may hinge upon the quality of its human resources, as even the 
best union strategy has little hope of success if the right people are not 
in the right place at the right time. 

The objective of this paper is twofold: ( 1 )  to outline how SHRP can 
be of benefit to union management, and (2) to describe the results of 
a research project investigating the current state of union SHRP. 

Strategic H uman Resource Planning and the 
Management of Unions 

Just as top executives agree that the human resource function is 
critical to business success (Rhodes, 1988) , it would seem that unions 
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must have effective human resources if they are to optimize their 
potential. Consequently, the objective of SHRP for unions should be 
to build initiatives that link human resource planning to their 
organizational strategy. 

Today, unions must formulate strategies to cope with a plethora of 
environmental and workplace challenges such as rapidly changing 
technology, complex legislation, and increasing globalization. In 
conjunction with this operational strategy making, unions must 
determine which human resources are requisite to ensure the success 
of their plans. In other words, unions need to incorporate human 
resource considerations in their planning, as they need personnel who 
can understand and implement whatever strategies they formulate. 

Furthermore, most unions require expertise in areas such as 
economic analysis, technology, global issues, public policy, and 
marketing, as well as in the traditional union activities of organizing, 
negotiating, grievance handling, and education if they are to be 
effective. For example, responding to the introduction of new 
technology in contract negotiations may require union personnel who 
are well-versed in such technical developments; or, the recent trend of 
protecting the environment may require staff who are knowledgeable 
about "green" issues. Some unions are also attempting to form 
alliances or coalitions with various interest groups. To accomplish this, 
a union requires personnel who are knowledgeable about, and 
sympathetic to the interest groups' causes. Through implementing 
SHRP, unions may be able to identify the people requirements needed 
to best achieve their own organizational strategies and goals. 

A comprehensive review of the industrial relations literature 
revealed no references specifically linking strategic planning (SP)  by 
labor unions with human resource planning activities. The review did 
yield some research pertinent to SP and! or to the management of 
unions, however. For example, Dunlop's (1990) recently published 
book on the management of labor unions includes a chapter on SP. 
Within this, however, he does not mention human resource planning. 
Clark and Gray (1991}, in a review of union administration research, 
examined union personnel practices, including characteristics of union 
executives, and issues such as selection and compensation of staff. No 
attempt was made, however, to link their findings to union strategy. 
Rather, in terms of human resources and staffing, they observed that: 
(I)  many staff are hired based on political loyalty, as well as dem
onstrated leadership ability; and (2) while the majority of staff are 
hired from within the union, there has been a growth of union 
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professionals who come from outside the union. These conclusions are 
derived from survey research, however, and the data lack somewhat 
in terms of the depth and richness a qualitative methodology can 
provide. 

To gain insight into what unions are presently doing in terms of 
linking strategy with human resource planning for hired staff, a 
qualitative research project was conducted. Following are some of the 
preliminary results of this project, based primarily on Canadian data. 

Empirical Evidence of the Current State of S H R P  

Methodology and Sample 

The major activity of the research has been to interview both 
officers and staff of a diverse sample of unions. To date, 22 in-depth 
interviews (19 in person and three over the telephone) have been 
conducted with selected union personnel from 13 different organiza
tions. The sample included six individuals from the local level, seven 
from regional or provincial offices, five from (inter)national offices, 
and four from umbrella bodies such as the Canadian Labour Congress 
or provincial federations. In terms of role, nine of the interviewees 
were top officers (either president, vice-president or secretary
treasurer) and 13 were hired staff members, e.g., executive assistants 
or research directors. The unions selected represented a mix of pri
vate/public sectors and manufacturing/service sectors. Table 1 pre
sents interview participant demographics. 

The 13 organizations varied in terms of size, typical membership 
characteristics (e.g., education level) and structure (centralized vs. 
decentralized) . The sample diversity was deliberate as one goal was to 
determine if any patterns, or themes exist based on union differences. 

Following Miles and Huberman (1984) ,  the data gathering was 
bounded through the development of an interview guide. The primary 
purpose of this was to gather consistent information across 
participants in order to allow for comparative analysis, thus providing 
a means for establishing the generality of a fact. Further, replications 
are the best means for validating facts (Glaser and Strauss, 1967) .  
Importantly, following the methods of inductive research, participants 
were also encouraged to discuss other aspects of SHRP which may not 
have been included in the interview guide. 

To heighten reliability and validity, as well as to decrease research
er bias throughout the interview process, each session was tape-recorded 
with the consent of the interviewee. After being transcribed, each 
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Local 

Public 1 officer 

Private 3 officers 

2 staff 

Manufacturing 3 officers 

2 staff 

Service 1 officer 

TABLE 1 

Interview Participants 

( N  = 22) 

Regional/ 
Provincial (Inter)national 

2 officers 

2 staff 

2 officers l officer 

l staff 4 staff 

2 officers 4 staff 

1 staff 

2 officers l officer 

2 staff 

Umbrella 

l officer 

3 staff 

l officer 

3 staff 

interview was then analyzed by two individuals involved in the 
project. 

Results: General Patterns 

One phase of qualitative research involves pattern formation, 
whereby various generalities can be discovered based on the data 
collected (Miles and Huberman, 1984). Following are some patterns, 
or themes which emerged as a result of the data analysis. 

Strategic Planning is Emergent 

Strategic human resource planning involves linking an organiza
tion's strategy with human resource objectives; therefore the existence 
of union strategy is a precondition for SHRP. The first pattern to 
emerge was that all unions had strategies, but most were implicit or 
had been formulated on a reactionary basis. Many of the interviewees 
indicated that they were either planning to start, or had just started 
formal SP, i.e., an explicit process of generating objectives designed to 
achieve long-term goals within constraints, and then formulating 
action plans to achieve these objectives (Reshef and Stratton-Devine, 
1991) .  Further, the data analysis contrasting public to private and 
service to manufacturing unions revealed no differences on this, or any 
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other issue. Prior to gathering the data, it was believed that 
manufacturing and/or private sector unions might engage in more SP 
because they have been subject to more change and external 
challenges, thus heightening the need to plan. This, however, did not 
hold true. Instead, it seemed planning hinged on the leaders of a union, 
and whether or not they viewed it as a priority item. 

Union Level Effect 

Another pattern was that any semblance of SP became more 
evident in higher levels of the union. In other words, individuals on the 
local level had given virtually no thought to formal SP, or of linking 
such action to human resources, while regional and (inter)national 
level interviewees were more cognizant of the need to plan. According 
to the participants, this union level effect is partly a function of size, 
and partly a function of role. Local level union personnel are too busy 
looking after operational details and "fire fighting," while the regional, 
national and umbrella bodies have more time and resources, as well as 
a broader scope and range of responsibility to allow them the ability 
to plan. Further, few of the locals hire paid staff members, but instead 
rely on volunteers or assistance from higher up in the union should 
they need it. Finally, one national staff member stated his union did 
attempt to look into the future, predict likely issues, and then create 
positions so that individuals with expertise in these areas could be 
hired. Interestingly, of the umbrella bodies, only one of the 
interviewees said that any human resource planning took place. The 
other two responded by saying "no . . .  " and "very little . . .  " 

Trickle Down Effect 

Regional level unions were more likely to conduct SP when 
planning also occurred at the national level. Most participants agreed 
that there is a trickle down effect, whereby lower levels of the union 
will only engage in planning if such activities also occur at higher 
levels. Thus, the key role played by (inter)national level leaders was 
again highlighted. 

"By the Seat of Our Pants" 

Another distinct pattern was that the majority of unions do not 
explicitly conduct SHRP activities. While some of the interviewees on 
the regional/provincial and national level indicated they do plan for 
future staffing requirements, not one stated that they formally link 
human resource planning to the strategy of the union. Furthermore, 
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three of the participants mentioned in some way that they mainly act 
"by the seat of our pants," or merely react with no systematic planning. 
For example, one staff member from a provincial umbrella federation 
stated "we very much fly by the seat of our pants . . .  in a lot of unions, 
the people doing the work are volunteer, part-time people who aren't 
even being coordinated by anybody who knows anything about 
volunteer coordination." Similar to most corporations, it seems unions 
view human resources as a short-term implementation issue rather 
than a driving force in the formulation of strategic plans (Nkomo, 
1988}, and, as stated by a regional staff person, their staffing is "more 
artistic than scientific." 

Union Members Only Need Apply 

On all levels, local, regional, national, and umbrella, most staff 
members were recruited from inside the union. The main exceptions 
to this were found only when no one within the union had the expertise 
required to perform various technical functions, e.g., legal affairs or 
research, and individuals from outside the union were hired. The 
majority of interviewees stated, however, that they prefer to hire 
individuals from within the union before going outside to find 
personnel. One exception to this was a provincial level union which 
consciously attempts to achieve an equal split of hiring from both 
inside and outside the union. 

Political Overtones 

Many individuals mentioned that the political nature of unions 
affected their human resources. For example, one staff representative 
of a provincial umbrella body stated that many unions hire certain 
individuals because they supported a leader who was elected. 
According to him, "[t]hat's not being cynical-that's the way it 
happens, and that's probably the way it should happen." Another said 
the human resource planning is distorted as people from the 
opposition were hired in order to "buy them off." He went on to say 
that whether or not those individuals are capable of performing the 
requisite duties is questionable. In fact, his advice was that unions 
should create an arm's length distance between politics and staffing by 
creating some type of hiring body. Finally, most stated that hiring for 
technical positions was based on expertise and ability, with staff 
typically drawn from nonunion candidates. As such, there is little 
dependence on politics for these jobs. 
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Reliance on Volunteers 

Another theme from the regional, (inter)national and umbrella 
level organizations was that �any people are groomed as part of the 
union development process, i.e., those individuals who volunteered to 
take part in the unions' education programs. According to one 
interviewee, however, they do not actively search for talent. Further, 
he felt that perhaps the most talented people aren't available because 
of other demands or priorities "which becomes particularly the key 
when it comes to women whose responsibilities include childbearing 
and families." Further, the president of a provincial federation stated 
that "people who could be leaders don't have the opportunity. We 
have to provide opportunities for trade unionists to be involved other 
than in their own local." 

Conclusion 

Perusal of the above findings implicitly suggests that most unions 
do not perceive strategic human resource planning as critical to their 
operation, and are relying on past practices, thus supporting Craft's 
(1991, p. 402) observation that "[u]nions are unique bureaucracies 
with characteristics that tend to inhibit change and encourage 
maintenance of the status quo." It may be time for unions to critically 
evaluate their processes and personnel, and ask questions such as: 
What new roles will be required within the union to implement our 
strategies successfully? What new knowledge, skills and abilities will 
we need in the coming years? Are we really getting the best people, or 
may we be losing talented people through lack of an integrated 
strategic human resource plan? Furthermore, issues such as the 
identification of high potential personnel, management development, 
and succession planning are all salient to union strategic planning, and 
should be included within the planning process. 

In sum, as unions continually face more challenges, and formulate 
new strategies, it would seem that instituting SHRP might assist them 
in obtaining success. Overall, SHRP can ensure that appropriate 
personnel are available to provide necessary expertise and leadership. 
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An Eva l u at i o n  of Stewa rd Tra i n i n g  

JAMES W. THACKER 
Wayne State University 

MITCHELL w. FIELD) 
University of Windsor 

Organizations spend a considerable amount of money on super
visory training, most of this on interpersonal relations skills (Schuler 
and Youngblood, 1986, p. 399) .  This type of training is designed to 
improve relationships between the subordinate and supervisor, which 
in the long run is believed to be beneficial to the organization. 

In a union setting, support from the rank-and-file membership is 
crucial for effective operations. The steward is often the only link the 
rank and file has with the union (Strauss, 1991) .  Similarly, training 
designed to improve the relationship between the steward and rank 
and file should result in a more supportive membership (Thacker and 
Fields, 1987; Fields and Thacker, 1985). All unions of any size conduct 
training, although the level of resources devoted to training varies 
greatly (Clark and Gray, 1991 ) .  The emphasis of union training 
programs is typically on skills that are reactive (how to file a 
grievance, etc. ) .  

This study presents the findings from a comprehensive evaluation 
of a different type of training program aimed at stewards called grass 
roots training (CRT) .  The main objective of CRT is to obtain a "more 
informed" general membership which should be more supportive of 
union activities. 

Evaluation 

Evaluation, according to Kirkpatrick (1975), can be measured at 
four levels of increasing complexity: reaction, learning, behaviour, and 
results. Measuring all four levels helps a trainer assess the level of 
success the training has achieved and determines where improvements 
in the training program are needed. 

Fields' Address: Faculty of Business, University of Windsor, Windsor, Ontario 
N9B 3P4. 

432 



HUMAN RESOURCE MANAGEMENT FOR UNIONS 433 

Training and its evaluation are both valuable human resource 
management functions. A comprehensive evaluation, however, is 
seldom conducted in business organizations, even though more human 
resource people are beginning to realize its advantages (Camp, 
Blanchard, and Huszczo, 1986, p. 175). Unions must also begin to 
realize the advantages of comprehensive evaluations. 

Purpose of the Study 

The purposes of this paper are two-fold: to determine the 
effectiveness of CRT and to demonstrate how the two more complex 
levels of training evaluation are useful in evaluating training. In most 
training evaluations only the first two levels are used; we use the last 
two. Kirkpatrick's four levels of evaluation in order of increasing 
complexity are: 

1. Reaction: a measure of how the trainee feels about training. It is 
important because positive affective reactions, or high interest in 
training, results in the motivation to learn. 

2. Learning: an assessment of whether the trainees actually learned 
the intended skills or knowledge. 

3. Behavior: a measure of the amount of transfer of the skills to the 
job. Positive behavioural change is essential in order to obtain a change 
in results. 

4. Results: an assessment of the extent to which training affected 
some specific organizational objective ( improved relationships, 
reduced scrap, etc. ) .  

Hypotheses 

The reaction and learning components are not discussed in the 
present paper. A more detailed version of the paper is available from 
the second author. A number of hypotheses were tested involving 
behaviour and results of trainees (stewards) and their constituents (the 
rank and file) .  

Stewards 

Stewards who received the CRT will: interact more with the rank 
and file (H1) and will discuss critical issues with the rank and file (H2) 
more often than stewards who do not receive this training. 

Research suggests that socialization causes union loyalty (Gordon 
et al. ,  1980) . As training is a socialization process, steward loyalty to 
the union should improve as a result of training (H3) . 
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Rank and File 

Because the objective of training is to create a more informed 
membership, rank-and-file members whose stewards attended the 
CRT will have a greater understanding of critical issues than rank and 
file whose stewards did not receive this training (H4) . 

Research shows that an increased interaction between stewards 
and the rank-and-file membership has a positive impact on the rank 
and file's loyalty to the union (Fields and Thacker, 1992; Thacker and 
Fields, 1987) .  Therefore, rank-and-file members whose stewards 
received training should be more loyal to the union (H5) . 

Training Content 

The CRT consisted of a one-day workshop for stewards on how 
they should interact with the rank-and-file membership. Small group 
discussions and role playing were employed to develop specific skills. 
These involved keeping the rank-and-file membership informed about 
issues of concern in their industry (deregulation, technology, stress in 
the workplace, etc.) . 

Subjects and Procedure 

Stewards 

All stewards who worked for a large public utility in Eastern 
Canada (whether they had received training or not) were sent a survey 
(N = 405) . The approximate time between training and completing 
the survey for stewards was 17 months. Forty-five percent of all 
surveys (N = 181) were returned, of which 175 were useable. For the 
hypotheses related to stewards, those stewards who indicated they had 
received CRT (37) were compared to those who indicated they had 
not ( 135) . 

Rank and File 

Members of three local unions (not including elected officials) who 
worked for the same utility were sent a survey instrument (N = 2027) .  
Respondents were asked to  place the name of their steward on the 
survey to enable us to send these stewards a questionnaire to 
determine how much and what type of training they had received. 
The approximate time between the steward training and the rank-and
file survey was 20 months. About one week after we mailed the rank
and-file surveys a strike was called. When the education director of the 
union had given the "go ahead" to conduct the survey, he and other 



HUMAN RESOURCE MANAGEMENT FOR UNIONS 435 

union officials believed negotiations would conclude successfully. 
Since the union leadership did not foresee the strike, there is no reason 
to expect rank-and-file responses completed prior to the strike were 
influenced by the strike. The strike did have an influence on the 
response rate, which was 8 percent (153) . Only individuals who 
completed the survey immediately after receipt had mailed them 
before the strike. Once the strike began few surveys were received 
(N = 3) and these were omitted. There is no reason to believe that 
those who completed the survey are different from those who would 
have completed them later if the strike had not occurred. 

The strike lasted four months. Three months after the strike ended, 
the one-page information blank was sent to all stewards (N = 43) who 
had been identified by at least one rank-and-file person in order to 
match the responses from the rank and file to the training background 
of the stewards. They were asked to indicate the length of time they 
had been a steward and to answer yes or no to a number of questions 
regarding any training they received prior to the strike. Twenty-three 
(54X) of these stewards responded, which reduced the useable sample 
of rank-and-file data to 65 (38 whose stewards had received CRT and 
27 whose stewards had not) .  

Measures 
Behaviour 

To assess behaviour change, questions were asked of both the 
stewards and rank and file. These questions pertained to the amount of 
interaction between the steward and the rank and file, and the extent 
to which stewards provide the rank and file with information on issues 
of concern to workers in their industry. 

The first measure for stewards consisted of five questions 
regarding the amount they interact with the rank and file. They asked: 
"How often do you ask members opinions on important issues, etc." 
Responses ranged from !-almost never to 5-almost always. 

The second measure consisted of six questions designed to assess 
the extent to which the stewards believed they provide the rank and 
file with information. These asked: "When was the last time you 
started up a conversation with an individual (or a small group) 
regarding: deregulation, etc." Responses ranged from !-within the last 
two weeks to 5-never started such a conversation. 

Two identical sets of questions were asked of the rank-and-file 
members regarding their steward. These were similar except they 
began: "How often does your steward . . .  ," and "When was the last 
time your steward . . .  " 
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Results 

Rank and File: There were six questions asking how informed the 
rank and file believed they were on specific issues. These questions 
began: "To what degree do you understand why there is a concern 
regarding: deregulation, etc." Responses ranged from 1-do not under
stand the issue at all to 5-completely understand the issue. 

Stewards and Rank and File: Loyalty to the union was measured 
using ten items from the Gordon et al. (1980) union commitment 
measure. It was included on both surveys. 

Statistical Analysis 

The hypothesized impact of CRT could be accounted for by other 
factors (tenure as a steward, other steward training) . To deal with this, 
hierarchical multiple regression analysis was used entering CRT last. 
In this way the variance contributed by tenure and other training was 
controlled for (Cohen and Cohen, 1978, p. 99) .  

A series of hierarchical multiple regressions to test the hypotheses 
were generated. The variables were entered in the following order: (1 )  
tenure as  a steward; (2)  local steward training, Canadian labour 
Congress training, and any national training prior to 1986; (3) two 
training programs offered by the present training director (steward 
training and advanced steward training); and (4) CRT. 

Findings 

Behavioural Change of Stewards 

Ratings of Stewards: The two hypotheses related to the behaviour
al change of stewards involved frequency of interaction (H1) and dis
cussion of issues of concern between the steward and rank-and-file 
membership (H2). No relationship between these self-reported behav
iours and CRT were found. 

Ratings of Rank and File: Regarding "frequency of interaction" 
(HI ) ,  the results in Table 1 indicate that the CRT (Beta = .40, p < .01 ) 
resulted in improved levels of interaction. The rank-and-file results in 
Table 1 also supported H2. They indicate that stewards who received 
CRT discussed issues of concern with the rank and file more often 
than stewards who did not receive this training (Beta = .52, p < .001 ) .  
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TABLE 1 

Rank-and-File Ratings of Steward Behaviour 

Beta weights from the results of hierarchical multiple regression 
(HMR) on the dependent variables. 

Dependent Variables 

Independent Steward Interaction Steward Discussion 

Steward Tenure -.38" -.25 
Local Union 

Stwd Training . 13 .05 

CLC Stwd Training -.07 .19 

National Union 
Stwd Trainin� 
(prior to 1986 .47""  -.05 

Stwd Training 
(after 1986) -.30 -.12 

Advanced Stwd 
Training -.33" -.06 

CRT .40° 0 .52° 0 0  
MULTIPLE R .55 .55 

R2 .30 .30 
ADJUSTED R2 .22 .21 

0 p < .05; 0 0 p < .01; 0 0 0 p < .001 

Results Change 

Rank and File: The main objective of CRT was a more informed 
membership (H4). The CRT was successful (Beta = .38, p < .05) in 
accomplishing this objective. 

Stewards and Rank and File: As hypothesized (H3)  loyalty to the 
union was higher for those stewards who received "grass roots" 
training compared to those who did not (Beta = .21, p < .05) . Loyalty 
did not improve for the rank and file (HS). 

Discussion of Results 

Behaviour 

Contrary to earlier findings, the data gathered from stewards 
indicated no differences as a function of CRT in either the amount of 
interaction (Hl)  or discussion of issues with the rank-and-file 
membership (H2) . Further examination of the data indicate that 
stewards from both the trained and not trained group believed they 
interacted a great deal with the rank and file. This is consistent with 
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Cascio ( 1989, p. 319) who suggests self-report information (on 
performance) has a tendency to be inflated. Nonetheless, taken at face 
value, the hypothesis that CRT influences behaviour is rejected by the 
results using steward data. 

The rank-and-file membership were also surveyed regarding the 
behaviour of their stewards. These results are consistent with the 
hypotheses that the training did influence the extent to which stewards 
interact (H1) and discuss issues of concern with the membership (H2) .  
These findings provide evidence that the CRT resulted in changes in 
behaviour. Although the "learning" level of evaluation was not directly 
assessed in this study, learning can be inferred from the fact that 
changes in behaviour have occurred. Furthermore, now that the 
transfer of training has occurred, the stage has been set for "results" 
change to occur, particularly related to the main objective, a more 
knowledgeable membership. 

Results 

Rank and File: The primary objective of the GR T was to have a 
more informed rank and file. Given the democratic nature of unions, 
it is very crucial for the membership to be aware of and understand 
the union's concerns. The CRT seems to have accomplished this goal. 

Stewards and Rank and File: Stewards who attended CRT were 
more loyal to the union than stewards who did not, but their members 
were no more loyal to the union. Although increased interactions by 
stewards with the rank and file improved member loyalty in other 
research (Fields and Thacker, 1992; Thacker and Fields, 1987) ,  we did 
not find that result. A more positive attitude to the union on the part of 
the membership would be the last link in the process, and just because 
it has not happened, does not mean it will not. In related studies that 
dealt with the interaction of stewards with the rank and file, Fields and 
Thacker (1985) did not find a change in rank-and-file loyalty but 
Thacker and Fields ( 1987) did. The difference in the two studies was 
the time lag between the intervention and data collection. 

Although the findings are generally positive, there are some 
limitations in the study. With respect to the rank-and-file survey there 
was a low response rate and the method of assessment was self-report. 
Stewards were not randomly selected to be trained and so the 
statistical results may be biased. Perhaps the most critical problem is 
that the study was cross-sectional in design. - Although statistical 
methods were used to deal with a cross-sectional design, a longitudinal 
study would be more desirable. 
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The good news is that for most unions who wish to evaluate 
training, these limitations should not pose a problem. This is because 
measuring stewards (and rank and file) on an ongoing basis (or pre
post-training) would not be difficult. Development of survey 
instruments and methodologies to conduct these evaluations are both 
feasible and cost effective. An evaluation can provide union decision 
makers with data to improve training so that in the long run the 
training does become increasingly effective. 
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DISCUSSION 

GEORGE STRAUSS 
University of California, Berkeley 

As one who studied unions years ago I am delighted with the 
renewal of interest in the internal life of the union, and especially in 
union administration. Rather than critique these fine papers I will 
stress a topic which deserves more attention: the role of the paid staff 
representative. There have been numerous studies of elected officers 
and stewards but, with the major exception of Wilensky's Intellectuals 
in Labor Unions and much recent work by Clark and Gray, union staff 
have been largely ignored. Too often they are taken for granted or 
assumed to be just paid help, much like other employees. 

Relevant to this is a story ascribed to the now deceased president 
of a major union. At the behest of an outside trainer-consultant he 
reluctantly agreed to a question-and-answer session with his junior 
staff. "Mr. President," one brave staff member asked, "Why do you 
treat your employees just like [our major employer] does?" To which 
the president answered, "Is there any other way?" 

The point of these papers is that there is another way. But I would 
like to argue that before we prescribe training programs or engage in 
human resource planning, we need to know more about who the staff 
people are-their backgrounds and interests-and the nature of their 
jobs. 

Back in Wilensky's day there was a sharp difference between the 
college-trained intellectuals (who engaged in research, writing, and 
the like) and the field staff who came up from the ranks. Today this 
distinction is less sharp. Many of the staff people who come up from 
the ranks have acquired some education along the way. Further, as 
Clark and Gray point out, there is a growing tendency, especially in 
white-collar unions, for staff people to follow a career pattern of 
moving from one union to another, thus leading perhaps to greater 
identification with the profession of union staff person and less 
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identification with one's union of the moment. Clearly we are seeing a 
variety of career patterns and I hope more research is done on this. 
What has been the influence, for example, of the veterans of the 1960s 
student revolts, now in key positions in some unions? 

But also we need a lot more information as to the nature of the 
union staffers' job and the pressures under which they operate. For 
example, what are their sources of job satisfaction and dissatisfaction? 
What are the tensions between staff people and elected top officers, or 
between staff people and rank-and-file voluntary leadership? To what 
extent are there conflicts between staff people who have roots in the 
unions and those who are recruited from outside? These are some 
questions I've been examining myself recently. 

In studies of union management it is tempting to compare unions 
with companies. But unions might learn more by comparing 
themselves with nonprofit organizations, especially those which 
depend heavily on volunteers, such as the Boy Scouts, Red Cross, 
some churches, and the Sierra Club. Since these organizations have 
much in common with unions, they may even have some lessons for 
unions. Let me suggest five points: 

1. Both unions and nonprofits rely heavily on volunteers. 
2. In both unions and nonprofits staff are recruited originally for 

idealistic reasons, but soon find out that much of the work consists of 
humdrum routine. 

3. More than in profit-making organizations, the rewards in both 
unions and voluntary organizations are heavily psychic; when psychic 
rewards are lacking, motivation drops dramatically, and crusaders 
turn into timeservers. 

4. In both unions and nonprofits, challenges tend to be greater than 
the resources to deal with them, thus contributing to burnout and even 
cynicism. 

5. In both cases, since staff people identify with and work hard for 
the organization's objectives, they believe it only right that they be 
allowed to participate in establishing these objectives, that as 
professionals they should enjoy substantial autonomy. Instead they 
often feel forced to carry out policies they have had little part in 
setting. Put another way, they feel somewhat powerless, squeezed 
between elected officials at the top and rank-and-file members at the 
bottom, both of whom give them orders. Consequently, many staff 
people report feeling isolated and lonely. This is particularly the case 
for those who lack an independent power base within the union. 
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In defense these staff people form their own unions. This helps 
them act as an independent pressure group, somewhat protected by 
their own union from their employer-union's control. Many staff 
people are more militant (especially with regard to women's issues) 
than either the seasoned (and sometimes battle-weary) top leadership 
or the apathetic rank-and-file below. This difference in values may 
make it more difficult for either top union officialdom or the rank
and-file membership to implement their own policies. Thus profes
sionalism has implications for union democracy. 

In short, we need to know much more about how union staff 
people view their world before we start prescribing human resources 
policies for them. And the best way to know how they feel is to talk to 
them. Surveys of their bosses won't do. 



DISCUSSION 

JAMES W ALLIHAN 
Indiana University-Purdue University at Indianapolis 

There is much to be learned from the use of corporate metaphors 
in analyses of nonbusiness organizations and, as the research reported 
here demonstrates, from the study of HRM in unions. But applying 
models anchored in one type of organization to dissimilar organiza
tions can also obscure essential differences, giving rise to issues of 
perspective and emphasis. 

Another source of such issues is investigator orientations to 
different levels of union structure. In labor studies and industrial 
relations are those whose "structural preference" is variously national 
leadership, staff representatives, local union leadership, or rank-and
file members . Bok and Dunlop (1970, p. 199), for example, exhibit 
their "top leadership" orientation when they describe the position of 
the AFL-CIO as "special in that it is twice removed from the rank and 
file" and "better situated to take a longer view of union policies . . . .  " 
The federation, they assert, "is in a superior position to serve as a 
source of new ideas and new knowledge for its member unions." 

A better case can be made for the view that no single level of the 
labor movement monopolizes foresight and innovation and that much 
planning and initiative arise from "lower" levels. The essential point is 
that, regardless of level of organization studied, researchers need to 
avoid the myopia that can result from structural biases and reliance on 
corporate models. Clark and Gray examine the HR functions attaching 
to national unions as employers. Their starting point is the union itself. 
The resulting profile establishes a baseline for future research, but 
their analysis goes beyond simple description to begin the needed 
explanation. One of the more interesting findings-that unions in 
decline are more likely than growing unions to employ personnel 
managers-invites further investigation, with the literature on public 
sector cutback management possibly affording insights . Also 
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noteworthy is the identification of a growing body of union profes
sionals circulating among unions. 

Stratton-Devine's point of departure is the corporation, which 
leads her to ask whether unions adopt "parallel practices" in SHRP. 
Her use of "elite interviews" illustrates the potential value of this 
qualitative methodology both for direct results and for the generation 
of propositions to be tested using other methods (Dexter, 1970) . Local, 
as well as regional and national, bodies are included, which buttresses 
the assertion of a "union level effect." Nevertheless, one wonders how 
much the SHRP reported at higher levels really differed in substance 
from "informal" planning at lower levels. Much can vary according to 
the questions asked and terms used; lower levels often plan, and plan 
strategically, but may call it something else. 

Thacker and Fields look to the management training literature and 
postulate a parallel between supervisor/subordinate and steward/ 
rank-and-file relationships. Their findings are noteworthy on at least 
two counts. First is the effort to measure learning transfer by surveying 
those whom the training is ultimately intended to affect, the rank and 
file. Secondly, the emphasis on interaction with the "silent majority" is 
well placed, although I question whether the activities targeted in the 
grass roots program are inherently more proactive than the "practical 
aspects" of representation. The implications for steward role 
definition are indeed significant, confirming the centrality of the 
representation expectation and, one might argue, militating against 
"loading up" stewards with additional, nonrepresentational, 
responsibilities. The authors recognize some shortcomings of their 
design, including the possibility of selection bias not detected in the 
regression analysis, and the desirability of a longitudinal analysis. 

It would be ironic if the old concern with union bureaucracy as 
antidemocratic emerged now as a call for bureaucratic rationality. 
Whether or not HRM is "for unions too," the three papers presented 
here suggest it can clearly be relevant, if not sufficient. Perhaps we 
need the correction afforded by models anchored in explicitly political 
organizations. 
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DISCUSSION 

ToNY WoHLFARTH 
Canadian Auto Workers-Canada 

I want to begin by commending the Industrial Relations Research 
Association for sponsoring a session on trade union administration. 
Faced with a plethora of topical issues, I'm pleased to see this one giv
en the attention it deserves. 

My perspective on today's session is that of a union bureaucrat for 
the past ten years. My views are therefore anecdotal, having worked 
for two major unions and one central labour organization during that 
time. I am also one of the small number of people who came to work 
for the labour movement as a "hired gun," i.e. , not up from the ranks. 
(For this opportunity, I remain very grateful. Working in the labour 
movement is exhilarating, challenging, and above all satisfying, when 
gains are made that benefit all working people. )  

My comments today will focus on three broad themes: 
1. Unions are fundamentally political organizations. Realizing this 

is essential to any study of how unions operate, and avoids any facile 
comparisons with corporations. 

2. Unions do engage in strategic planning, although most union 
leaders would not recognize this as such, and instead appear to 
function purely in a reactive mode. 

3. The industrial relations literature explains very little of what 
does constitute planning within labour organizations. To cite two 
examples, union mergers and coalition building (on issues like free 
trade) can't be explained by any of the current theories of "what 
unions do." Political theory is much more relevant to this end. 

Unions as Political Organizations 

The notion that unions are political organizations should hardly be 
a surprise to most industrial relations practictioners. Yet this 
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perspective is strangely absent from most of the industrial relations 
textbooks. 

What do I mean by "political" organizations? Far from being a 
pejorative (as, evidently, Dunlop believes) ,  unions as political 
institutions reinforce what we value in society-democracy, account
ability, responsible decision making, compromise, etc. 

Kay Stratton-Devine's paper highlights some of this perspective. 
Unions do recruit staff, in the main, from within the membership of 
the union. This makes perfect sense when outcomes depend, in large 
part, on motivation, loyalty, and commitment of staff, whether it be in 
an organizing drive, contract negotiations, or a political campaign. 

The exceptions to this include not only research, communications, 
and legislative staff, but also support personnel. Here, the union's 
union (the OPEIU) has been able to negotiate top wages, benefits, and 
working conditions which in turn attracts above average skills. In most 
labour organizations, outsiders don't participate in the political 
process, which in part explains Clark and Gray's finding of staff 
mobility between unions. 

What is missing, however, is an analysis of unions as democratic 
institutions. In the CAW -Canada, for example, union officers from 
the local to the national levels are elected every three years. This 
accountability to the members exceeds that which exists for many 
political offices, and this permeates decision making within a union. 

For this reason, I reject Devine's conclusion that unions can learn 
lessons on human resource planning from the corporations. For 
starters, many North American corporations have terrible track 
records when it comes to training, long-range planning, promotion of 
women, visible minorities, etc. Second, her argument fails to take into 
account the democratic nature of union decision making. To 
paraphrase a famous quote, it may have its faults, but like democracy, 
it will continue until we find something better! 

In fact, recruitment of union staff is far from ad hoc. To be 
considered, one must first be elected to successive levels of local union 
office (steward, bargaining committee, local executive, convention 
delegate, etc. ) .  In this capacity, one typically develops an expertise 
(e.g., handling members' U.l. appeals) or has played a key role (e.g., 
led a workplace occupation that resulted in plant closure legislation) .  
Normally, one has participated in all levels of the union's education 
programs. No wonder in our union, at least, the competition is stiff and 
there is an incredible wealth of talent to draw upon. Dare I say, this 
selection process is far more rigorous than many university tenure 
processes! 
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Unions and Strategic Planning 

This brings me to my second theme: unions and strategic planning. 
It is fallacious to conclude that planning doesn't occur in unions, 
because it wasn't identified in a survey. It's the identification of the 
specific function and the terminology that doesn't exist. It would be a 
rare union leader who decided to formalize this process, but one 
shouldn't conclude from this that unions only function in a reactive 
mode. 

I am equally skeptical of the conclusion that "employee involve
ment" is unknown within unions. Except I call it delegating responsi
bility. Here, unions do a marvellous job and have nothing to learn from 
corporations and their multilayered bureaucracies ! 

I offer two examples where unions have adopted a strategic plan, 
by action, not by name. The first is in the area of building the 
membership base. In Canada, at least, it has long been recognized that 
in order to properly service the membership, a certain "critical mass" 
is required in terms of size. Services such as research, education, 
communications, health and safety, organizing, legislative, etc., may 
not be available to members of smaller unions. ( In the case of 
international unions, these services may only exist in the U.S.) Since 
the 1980s, a wave of union mergers has occurred in Canada, impeded 
only, I might add, by parent organizations in the U.S. that fear the loss 
of their Canadian members. 

The CAW -Canada has been involved in five major mergers since 
1985, beginning with CALEA (passenger and reservation agents) ,  
followed by UFCW units in Newfoundland and Nova Scotia 
(fisherman) ,  TCU (also in the airlines) ,  BRAC (railway carmen),  and 
last month CAlMA W (industrial workers in western Canada) . 
Together with an aggressive organizing approach, this has boosted the 
union's membership by 33 percent since the split from the UAW. 

We are also not alone. In December, three Canadian industrial 
unions-the CPU, the CWC, and the ECWU -announced merger 
talks that will lead to a new union of 150,000. All three split from their 
international union prior to 1985. 

Each merger has brought to our union a wealth of talent, new 
perspectives, and new problems to address. The services the new 
organization can provide the members has been the most important 
rationale, with reasons as diverse as a strike fund, leadership 
development programs, and expertise in areas like pension indexing. 
Each merger challenges the conventional wisdom that unions defend 
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the status quo, and resist change. The use of outside consultants, as 
identified by Paul Clark, is an alternative way to gain this expertise, 
though it is not without problems. Interestingly, mergers invariably 
result in too many staff, particularly in leadership positions. 

Continuing on the issue of services provided to union members, I 
have one further comment for future research in this area. The scope 
of union activity today extends well beyond the budget and resources 
of the national (or international) labour organization. Many unions 
operate centres, which offer educational services, both to members 
and to others on a commercial basis. Other unions administer training 
trust funds, pursuant to collective agreements with employers. My 
union, for example, is currently developing a certificate training 
program for production workers in the auto parts sector, together with 
the APMA and the Government of Ontario. Collective agreements also 
contain representation provisions that cover such areas as stewards, 
committeepersons, benefit representatives, health and safety coordi
nators, substance abuse representatives, etc. These services augment 
what is available from the union itself. 

Steward training, as evaluated by James Thacker and Mitchell 
Fields, is one example of this. As their paper suggests, this training is 
most effective when the objectives are general (i .e., developing 
critical, independent thinking) rather than specific (i.e., how to handle 
Step 2 grievances) .  The best union educationals use local union 
instructors (who draw on their own experiences as workers) and apply 
adult education methods. Future research in this area should focus on 
the content of such programs (i.e., what works and what doesn't) .  

My  second example of  strategic planning by unions i s  in the area of 
coalition building, as identified by Kay Stratton-Devine. In response to 
the neoconservative agenda, unions in Canada learned to form new 
alliances with a broad constituency that includes churches, women's 
organizations, the antipoverty movement, farm groups, environmen
talists, etc. This form of political organizing reached its zenith during 
the free trade debate in 1987-1988, but continues today and has 
encompassed such issues as fair taxation and now the national unity 
debate. Interestingly, it was emulated by the U.S. labour movement in 
the NAFT A debate. 

Towards A New Theory Of Unions 

All of this leads me to query whether current industrial relations 
theory is at all relevant to explaining what unions do. The traditional 
collective bargaining paradigm doesn't capture this today (if it ever 
did) .  
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Political theory offers an alternative, and does provide an 
explanation of points as diverse as unions as political organizations, 
and coalition building. It would be interesting to see some cross
disciplinary research in this area. 



XVI I .  D I S S E R TATI O N S  

A Study i n  t h e  Deve l opm e nt of Trade 
U n i o n  B u rea ucra t i zat i on : The Case of 

UAW Loca l 6, 1 94 1 - 1 98 1  

VIcroR G. DEVINATZ 
Illinois State University 

There have been a number of macrotheoretical studies which 
discuss the occurrence of trade union bureaucratization (the removal 
of the rank and file workers' power to decide issues on the shop floor 
and the placing of that power into the union leaders' hands) in 
industrial unions (Michels, 1949; Herberg, 1943; Lester, 1958) . The 
conventional wisdom of this past research, including Michels' ( 1949) 
classic study, is that trade union bureaucratization is an inevitable 
process which occurs, over the long run, in a basically linear fashion. 
However, this study arrives at a different conclusion using a 
microtheoretical approach in contrast to the macrotheoretical 
foundations of the earlier institutional studies. 

According to Michels' ( 1949) "Iron Law of Oligarchy," trade 
unions, in spite of their democratic and antiauthoritarian beginnings, 
are as susceptible as all other organizations to the development of both 
an oligarchy and bureaucratization. The purpose of this dissertation 
was to test Michels' ( 1949) ideas through the development of a 
microtheory of trade union bureaucratization which would then be 
used to study an American industrial union local. 

Thaoreticai framework 

Although the external environment is important in understanding 
the development of trade union bureaucratization, the role of 
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historical agency is also crucial in this process. The institutionalization 
of collective bargaining, which requires that the union focus more on 
contract negotiation and administration as opposed to shop floor
oriented activities, drives trade union bureaucratization and is con
sciously pursued as an organizational strategy by the union leadership. 

The institutionalization of collective bargaining leads to two 
additional theoretical components which contribute to trade union 
bureaucratization. The first is the removal of power from the hands of 
the shop floor representatives, which occurs because the collective 
bargaining agreement now deals with the issues that the shop floor 
representatives used to deal with in the past. In the early years of CIO 
industrial unionism in America, shop stewards not only controlled the 
daily negotiations with management but also developed policy and 
initiated collective action on the shop floor (Peck, 1963; Howe and 
Widick, 1949) .  

The operationalization of this component should be evidenced by 
a decrease in the shop stewards leading a variety of "collective action" 
events on the shop floor such as wildcat strikes, slowdowns, etc. In 
addition, since shop stewards are no longer able to "bargain informal
ly" or to settle grievances on the shop floor, one would expect the shop 
stewards to play an increasingly insignificant role in the grievance 
process. 

The second theoretical component, which results from the institu
tionalization of collective bargaining (as well as from the removal of 
power from the hands of shop floor representatives) , is the control of 
shop floor militance. Industrial militancy can be defined as "any 
method of seeking solutions by means other than negotiation" (Rigg, 
1987) .  Peck (1963) points out that the decline in labor militancy on the 
shop floor is directly related to the decreased power of the shop 
steward. Mills (1948) argues that once collective bargaining becomes 
institutionalized, trade unions begin to adopt functions similar to the 
companies with which they are dealing. This results in the trade union 
becoming involved in the discipline of the rank and file, which in one 
manifestation is the control of shop floor militance. The institutionali
zation of collective bargaining has led to the "incorporation of work
place trade unionism" (Edwards and Heery, 1985), a situation in which 
shop stewards are no longer able to initiate "collective actions" on the 
shop floor but are now responsible for ending them whenever they 
occur. 

This form of control is expressed in two ways. The first occurs 
when trade union leaders attempt to stifle spontaneous shop floor 
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militance (wildcat strikes, etc.) because of their concern that such 
behavior will interfere with the attainment of collective bargaining 
objectives. However, the second occurs at specific times when trade 
union leaders determine that it is necessary to encourage shop floor 
militance as a pressure tactic for the achievement of collective 
bargaining objectives. Gouldner (1954) argues that union leaders may 
actively encourage wildcat strikes (albeit clandestinely) while 
officially declaring that they are opposed to the action. Therefore, in 
order to operationalize this component, one would expect to see less 
militance exhibited on the shop floor, and when it does occur, to be 
explicitly encouraged by trade union officials. 

The Case of UAW Local 6, 1 941 -1 981 
This microtheory was empirically tested using the United Auto 

Workers (UA W) Local 6 as an individual case study from its inception 
in 1941 through 1981. Local 6 was first organized at the Buick Aviation 
plant in Melrose Park, Illinois ( 13 miles west of the Chicago loop) and 
was later reorganized by the local in 1946 after the plant had been sold 
to the International Harvester Corporation (IHC) at the conclusion of 
World War II. 

Although collective bargaining became institutionalized in Local 6 
during the World War II and postwar periods, it occurred under 
different sets of circumstances in Buick Local 6 and Harvester Local 6. 
In the World War II years the institutionalization of collective 
bargaining occurred because of the local leadership's willingness to 
follow the lead of the UA W International in allowing the National War 
Labor Board (NWLB)  to regulate the collective bargaining 
relationship between Local 6 and Buick. In the immediate postwar 
years when NWLB controls were removed, collective bargaining 
became institutionalized in Local 6 because of the commitment of the 
leaders in the ruling caucus to follow the strategy that Walter Reuther 
was developing for the U A W International as a whole. At this time, 
Reuther was committed to establishing a system of collective 
bargaining in which "industrial jurisprudence" issues were to be settled 
through contract negotiation and administration as opposed to being 
handled through militant" shop floor activity (Lichtenstein, 1988). 

During World War ll, this commitment to the institutionalization of 
collective bargaining had a direct effect on the development of the 
local's shop floor unionism. Because the NWLB invoked the mainte
nance of membership clause and the dues check-off in contracts 
between the CIO unions and the large industrial companies, the unions 
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agreed to a no-strike pledge during wartime in exchange for this in
creased organizational security. Although the Local 6 leaders were ve
hemently opposed to the no-strike pledge, the pledge was used by the 
local union's leadership to control shop floor militance. The local lead
ership used the no-strike pledge as a way to oppose the use of wildcat 
strikes in favor of legal strikes. In addition, it was used to channel the 
workers' militant tendencies into changing the U A W International's 
policy concerning the pledge rather than allowing this shop floor mili
tancy to be expressed. Opposition to the pledge served two purposes. 
It allowed the local to appear militant as well as prevented illegal job 
actions from occurring on the shop floor. 

Because of the Local 6 leadership's commitment to the institution
alization of collective bargaining in the postwar period, the local's 
shop floor unionism became subordinated to the mechanisms of col
lective bargaining. Both the grievance and arbitration procedures, as 
outlined in the contract, were viewed as the primary vehicles for solv
ing shop floor problems. Since the contract was viewed as the work
place rule of law (Brody, 1980), the shop stewards and shop commit
teemen attempted to abide by the steps of the grievance and arbitra
tion procedures. Thus, these two procedures removed power from the 
hands of the shop stewards because they restricted the tactics that they 
could use to settle grievances. 

Only when the grievance and arbitration procedures had totally 
broken down was shop floor militancy used. However, this militancy 
was utilized because the union leadership wanted these procedures to 
function more effectively, not because they wanted to permanently 
replace them with different mechanisms. 

When there was an upsurge of shop floor militancy in 1951-52 over 
piecework and occupational classification adjustments, the Local 6 
leadership maintained a tight rein on the actions occurring on the shop 
floor. Job actions in the form of "locker room meetings" and 
"extended lunch hours" were covertly organized by the shop 
committeemen. "Locker room meetings" consisted of the shop 
committee organizing an action in which they would send a 
department's workers to the locker room in order to pressure the 
company into dealing with the workers' most immediate grievances. 
"Extended lunch hours" involved the shop committee instructing a 
department's workers not to return to work after lunch. 

In addition to organizing these actions, wildcat strikes were 
explicitly discouraged as were individual departmental actions that 
were not organized by the shop committee. However, the preferred 
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method for dealing with IHC when the local experienced problems 
with the company was to hold strike authorization votes and legalized 
strikes, two legally sanctioned procedures. 

From 1953-1969, the local leadership's increasing commitment to 
the institutionalization of collective bargaining was reflected through 
the local's shop floor unionism. After lliC implemented more severe 
discipline for work stoppages after 1952, and with the continued 
deterioration of the grievance and arbitration procedures, the amount 
and nature of shop floor militancy changed. Because of the leaders' 
desire to respect the collective bargaining agreement, instead of the 
leadership clandestinely organizing illegal shop floor actions, they 
began to organize actions that were not contract violations, such as 
"work to rule actions" and "overtime strikes." When "overtime strikes" 
became illegal after the signing of the 1967 UAW-Harvester Master 
Agreement, the local union leaders abandoned the organizing of any 
shop floor militancy whatsoever. 

In the years from 1953 to 1959, the conflictual issues that had 
afflicted Local 6 from 1946 to 1952, the slashing of both the piecework 
prices and occupational classifications, continued to generate bushels 
of grievances. Although the U A W International and IHC instituted a 
number of changes in the grievance procedure in the middle to late 
1950s (McKersie and Shropshire, 1962) shifting power from the shop 
floor representatives to the UA W International staff, these mecha
nisms failed to thwart the accumulation of unsettled grievances. 
Throughout this period the Local 6 leadership did not come up with 
any new ideas for handling this situation. In fact, its solution for 
dealing with these problems remained the threat of authorizing strike 
votes as well as the conducting of legal strikes. 

Because of the labor relations problems generated from the 
plethora of unsettled grievances, the "new look" procedure was 
introduced in 1960 (Ozanne, 1967).  The "new look," which involved 
settling all grievances orally on the shop floor, provided an 
opportunity to "debureaucratize" shop floor labor relations as well as 
to act as a potential force against trade union bureaucratization. It also 
offered the opportunity for the shop steward to reemerge as a more 
powerful player in the grievance procedure. 

However, the system did not live up to what it had promised-the 
informal settlement of oral grievances at the point of production. 
Instead, the same thing happened with the handling of the oral 
grievances as had happened to the written grievances several years 
earlier. The oral grievances were not settled on the shop floor but piled 
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up and had to be settled by the top levels of IHC management in 
"Supreme Court" type hearings. 

In 1970, a revolt against trade union bureaucratization had 
commenced within the local. With the hiring of young workers who 
had been influenced by the antiwar and student movements and the 
influx of minority workers caused by the closing of IHC's Tractor 
Works (Chicago), the workers that entered the plant in the early 1970s 
were more committed to developing a militant shop floor unionism 
that was opposed to the institutionalization of collective bargaining. 
With the formation of a new caucus that clearly articulated this 
principle, a revolt against bureaucratization began to take shape 
within the local. This orientation placed the "deinstitutionalizers" in 
direct opposition to the local's leadership that vigorously supported 
the institutionalization of collective bargaining (the "institutionaliz-

") ers . 
The differences between these two groups in approaches to 

collective bargaining, shop floor unionism, and internal union politics 
brought them into immediate conflict. In terms of collective 
bargaining, the "deinstitutionalizers" criticized the local for not 
prosecuting the legal strikes in a vigorous manner and for too easily 
compromising at the bargaining table. 

However, the major area of conflict between these two groups was 
over shop floor unionism. The "deinstitutionalizers" led shop floor 
actions and wildcat strikes throughout the 1970s because of their belief 
that trade unionism should be based on the shop floor in principle as 
opposed to focused around the bargaining table and the grievance and 
arbitration procedures. They believed that this would place more 
power in the hands of shop stewards who now would be responsible 
for the organization of departmental job actions on the shop floor. 
This is, in fact, what occurred. Militant shop stewards organized such 
shop floor actions to empower the workers. 

However, such behavior led to a conflict between these stewards 
and the shop committeemen, who were from the "institutionalizer" 
factions. The shop committee not only discouraged these actions but 
were actively involved in breaking them whenever they occurred. 
Thus, the control of shop floor militance had progressed from the shop 
committeemen actively organizing wildcat strikes and shop floor 
actions in the late 1940s and early 1950s to actually breaking them in 
the 1970s. 

By 1981, with both the defeat of the "deinstitutionalizers" and the 
beginning of an economic recession after the U A W's 172-day 
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chainwide strike against IHC (Friedman, 1989) , the local's workers 
abandoned shop floor militancy. With this movement away from the 
shop floor towards the formal collective bargaining mechanisms, 
power remained in the hands of the leadership rather than in the hands 
of the rank and file workers. Local 6 remained bureaucratized. 

Conclusion 

The evidence from U A W Local 6 indicates that the inevitability of 
trade union bureaucratization as predicted by Michels' ( 1949) 
fundamental thesis (outlined in the "Iron Law of Oligarchy") may not 
be correct. In addition, this microtheoretical study demonstrated that 
although trade union bureaucratization occurred, it did not develop in 
a linear manner. A number of external events (e.g., the introduction of 
the "new look" procedure) and internal events (e.g., the development 
of an opposition shop floor movement) relating to the development of 
Local 6 indicated that bureaucratization did not occur in a smooth 
asymptotic fashion but rather in a manner in which the outcome of 
bureaucratization remained fundamentally undetermined. 

Although collective bargaining had become institutionalized in 
Local 6, the local union had remained essentially democratic, which 
allowed for the development of a movement opposed to the institu
tionalization of collective bargaining. Even though the "deinstitution
alizers" were ultimately defeated both on the shop floor and in local 
union elections, they were successful in organizing a number of effec
tive departmental job actions on the shop floor as well as defeating the 
ruling caucus on a few key union policy votes. Nevertheless, these ac
tions provided the potential for a fundamental "debureaucratization" 
of the local union which would have led to the invalidation of the 
Michelsian (1949) thesis. 
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N on u n io n  G r i eva nce Syste m s :  
Percept ions  of Fa i rn ess 
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This dissertation examines the relationships among fairness 
perceptions and characteristics of nonunion grievance systems, using a 
policy-capturing approach. Subjects are 450 nonunion, nonmanage
ment employees from seven large companies. 

The study asks and provides empirical evidence for the following 
two broad questions: (1 )  Which nonunion grievance system character
istics influence employees' perceptions of fairness? and (2) Which or
ganizational justice component-procedural, distributive, or interac
tional-influences overall organizational justice perceptions most heavily? 

The study of nonunion grievance systems has become increasingly 
popular in the industrial relations literature (Boroff, 1991; Ewing, 1989; 
Ichniowski and Lewin, 1987; McCabe, 1988; Peterson and Lewin, 
1990; Westin and Feliu, 1988). Much of the writing is prescriptive or 
speculative and usually falls into one of three categories: (1 )  reasons 
for the establishment of systems, and hypothesized advantages, or 
outcomes; (2) case studies, or anecdotal evidence about organizations 
with nonunion grievance systems; and (3) speculation and some 
empirical evidence (Boroff, 1991) as to which systems, or system 
characteristics, are most effective. However, there is little evidence, or 
agreement, as to which system characteristics lead to effectiveness .  
This is  where the present study contributes to the literature. 

J ustice Theory 

A logical measure of effectiveness of nonunion grievance systems is 
fairness perceptions. High perceptions of fairness may indirectly lead 
to other effectiveness measures. A system that is not perceived as fair 
may result in a failure to achieve other goals, such as reduced litiga
tion, union avoidance/substitution, and/or increased productivity. 
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It has been suggested that organizational justice is a function of 
three components, or dimensions of justice: distributive justice, 
procedural justice, and interactional justice. Distributive justice is the 
perceived fairness of an outcome (Folger and Greenberg, 1985) and is 
grounded in equity theory (Adams, 1965) . Procedural justice is the 
perceived fairness of the process(es) by which decisions are made or 
outcomes are allocated. Interactional justice is the perceived fairness 
of interpersonal communication in decision-making contexts (Bies and 
Moag, 1986).  

A grievance decision, for instance, can be perceived as fair or un
fair based on the outcome, i.e., "winning" or "losing'' the grievance 
(distributive justice), on the nature of the process used to arrive at the 
decision (procedural justice) , and/or on the nature of the interpersonal 
communication that surrounds the decision (interactional justice) . 

Outcome � Distributive 

Process Characteristics 
Justice 

Overall 
Employee Input Procedural 
Composition of � Justice � Organizational 

Decision Panel 
Employee Assistance Justice 

Interactional 
Communication � Justice 

This study examines the relationships among nonunion grievance 
system characteristics and justice perceptions, as shown in the above 
model: 

H1: Outcome will be the major determinant of distributive 
justice. Distributive justice will mediate the relationship between 
outcome and organizational justice. 

H2: Process characteristics (employee input, decision-making 
independence, and employee assistance) will be major determinants 
of procedural justice. Procedural justice will mediate the relationship 
between process characteristics and organizational justice. 

H3: Communication of the decision will be the major determi
nant of interactional justice. Interactional justice will mediate the 
relationship between communication and organizational justice. 

The literature strongly supports the notion that procedural justice 
"matters" when measuring overall fairness or justice (Folger and 
Greenberg, 1985; Folger and Konovsky, 1989; Greenberg, 1987; Lind 
et al., 1980; Tyler and Caine, 1981) .  Moreover, several studies suggest 
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that procedural justice is likely to have a stronger effect than 
distributive justice on overall fairness judgments (Folger and 
Greenberg, 1985; Tyler, 1984; Tyler and Caine, 1981 ) .  

H4: Organizational justice is a function of distributive, procedu
ral, and interactional justice perceptions. Procedural justice will influ
ence organizational justice more heavily than distributive justice or 
interactional justice. 

Finally, other organizational justice research has suggested that 
procedural justice has a moderating effect on distributive justice 
(Greenberg, 1987; Lind et al. ,  1980) .  

H5: Procedural justice will moderate the relationship between 
outcome and distributive justice. 

Methodology 

A policy-capturing questionnaire was chosen to determine how 
subjects formulate perceptions of fairness. Compared with self
reporting, policy capturing gives a more precise estimate of the 
relative importance of the criteria used in arriving at a judgment. 
Other benefits include the avoidance of socially desirable responses 
(Rynes, Schwab, and Heneman, 1983), the ability to manipulate the 
variables in question, and the ability to rule out (control for) 
competing variables (Rynes, Weber and Milkovich, 1989). 

The questionnaire consisted of 64 scenarios of orthogonal combina
tions of the six manipulated independent variables described in Table 1. 
Data were provided by a sample of 450 nonunion, nonmanagement em
ployees from seven different organizations. (The response rate was 51%. ) 

Scenarios consisted of short "stories" that outlined a grievance sit
uation, including the nature of the offense, the procedures followed, 
the outcome, and the explanation offered to the grievant. The scenar
ios were presented in the third person, for example, "the employee in 
this case . . . .  " All cases involved discharges. Respondents were asked 
to rate the grievance systems described on several seven-point Likert
type scales. For all scales, 1 was "not at all fair" and 7 was "very fair." 
Relevant to this paper are the ratings of distributive, procedural, and 
interactional justices, as well as the overall fairness of the situation. 

Results and D iscussion 

The data were analyzed using OLS regression equations. Since the 
nature of the offense involved in the scenarios was not significant in 
any of the analyses, discussion will focus on the remaining variables. 



EE INPUT 

EE ASSIST 

DISSERTATIONS 

TABLE 1 

Operationalizations of Manipulated Independent Variables 

Multiple opportunities to present argument (coded 1) .  
Given one opportunity to present argument (coded 0) . 

Provided with assistance in preparation (coded 1 ) .  
Not provided with assistance (coded 0) .  

INDEPENDENCE Panel of independent arbitrators (coded 1 ) .  

OUTCOME 

COMMUN. 

OFFENSE 

Panel of top managers (coded 0) . 

Discharge overturned (coded 1 ) .  
Discharge upheld (coded 0) . 

Employee provided with an explanation (coded 1) .  
Employee not provided with an explanation (coded 0). 

Employee accused of drug use (coded 1 ) .  
Employee accused of  theft of co. property (coded 0). 
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The nature of the outcome had the largest effect on distributive 
justice ratings, supporting hypothesis one. These results are in the left
hand column of Table 2. Other data (not shown) show that distributive 
justice mediates the relationship between the nature of the outcome 
and the overall organizational justice rating, as hypothesized. 

Three process characteristics, the opportunity for employee input, 
composition of the grievance panel, and the availability of employee 
assistance, significantly influenced procedural justice, and did so more 
strongly than did the nature of the communication surrounding the 

TABLE 2 

OLS Regression Results for Justice Components (n = 3568) 
Beta Coefficients-(T statistics in parentheses) 

Variables 

Employee input 

Dec. making ind. 

Employee assist. 

Communication 

Outcome 

Adj. R2 

F-value 

0 0 0  p < .0001 

DJ 

.26010 0 0  
(17.55) 

.20020 0 0  
( 13.51) 

.12160 0 0 
(8.21) 

. 14440 0  0 
(9.76) 

.27550 0 0  
( 18.59) 

.2166 

198.327°0 0  

PJ IJ 

.4143° 0 0  .03620 0 0  
(31.51) (4.13) 

.367600  0 .0527° 00  
(27.95) (6.01) 

.24200 0 0  .04190 0 0  
( 18.40) (4.78) 

. 13250 0 0  .84460 0 0  
( 10.08) (96.43) 

.08440 0 0  .07180 0 0  
(6.42) (8.20) 

.3834 .7264 

444.6370 0 0  1895.599° 0 0 
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decision and the nature of the outcome, confirming hypothesis two. 
(The data are in the middle column of Table 2.) These results suggest 
that it is important that nonunion grievance systems allow for 
employee input, as several observers (Ewing, 1989; McCabe, 1988; 
Westin and Feliu, 1988) have suggested. It is also helpful if decision 
makers have independence from management, although this appears 
to be less critical from a procedural justice standpoint than many 
(Aram and Salipante, 1981; Ewing, 1989; McCabe, 1988; Rowe and 
Baker, 1984; Westin and Feliu, 1988) have suggested. As hypothesized, 
procedural justice was found to mediate the effects of process 
characteristics on overall organizational justice ratings. 

The presence or absence of an explanation for the decision reached 
had an overwhelming effect on the rating of interactional justice, 
supporting hypothesis three (as shown in the right-hand column of 
Table 2) . Other data also indicate that interactional justice acts as a 
mediator between the communication variable and overall organiza
tional justice. 

TABLE 3 

OLS Regression Results for Organizational Justice (n = 3568) 

Variable 

Procedural justice 

Interactional justice 

Distributive justice 

Adj. R2 

F-value 

0 0 0  p < .0001 

beta T-stat 

.49000 0 0 (49.48) 

.3416° 0 0  (42.38) 

.3030° 00  (30.37) 

.7925 

4543.989° 00  

Perceptions of procedural justice, distributive justice, and 
interactiona. justice, all contributed positively to the ratings of overall 
justice, supporting hypothesis four. (The analysis is shown in Table 3.) 
Procedural justice had the greatest effect, followed in order by 
interactional justice and distributive justice. While several theorists and 
researchers have hypothesized, speculated, and shown that procedural 
justice is a more important component of organizational justice than is 
distributive justice, the addition of interactional justice to this equation 
provides a new insight. 
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Hypothesis five was also supported; process moderated the 
relationship between the nature of the outcome and perceptions of 
distributive justice. Specifically, unfair outcomes (upheld discharges) 
resulting from objectively fair processes (with an opportunity for 
employee input, use of outside arbitrators, and the availability of 
employee assistance) had higher distributive justice ratings than fair 
outcomes (overturned discharges) resulting from objectively unfair 
processes (with little opportunity for employee input, use of a man
agement panel, and no availability of employee assistance) . The dis
tributive justice ratings were 5.04 and 4.25 (on a 7-point scale) respec
tively (P < .001) .  

Conclusion 

The results of this study suggest that nonunion grievance systems 
can be designed to increase perceptions of fairness. Most important is 
the need to provide employees with multiple opportunities to have 
input into the process. It is also helpful if the ultimate decision maker 
is independent of management and if employees are provided with 
assistance in processing their grievances. Taking time to explain the 
reason for the decision reached also contributes to perceptions of 
fairness. Moreover, both favorable and unfavorable outcomes are 
likely to be seen as more fair if the process is seen as fair. 

Additional research examining the effects of the three justice 
components is necessary. Much of the research to date examines 
procedural justice and distributive justice, but ignores interactional 
justice. Considering the findings of this research, interactional justice is 
an important justice element. Also, additional support for procedural 
justice's moderating effect on the relationship between outcome and 
distributive justice would be beneficial. Using situations where the 
outcome has a more direct impact on the respondents may result in 
findings different from those obtained in the present study. 

Fairness perceptions served as the dependent variables in this 
study. Additional research needs to be conducted to examine the 
effects of nonunion grievance system characteristics on other 
effectiveness measures such as commitment, turnover, absenteeism, 
the avoidance of litigation and unionization. 

The present sample consisted primarily of white-collar, profes
sional employees; perhaps blue-collar or managerial employees would 
respond differently. Also, employees of various types may respond 
differently depending on their organizational experiences. Analyses 
not shown here found few differences across employees of the seven 
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companies studied, but this research was not specifically designed to 
examine such differences. 
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La bor- M a nagement Tr u st :  
I ts  D i m e n s i o n s  a nd Corre l ates 

STEVEN C. CuRRALL 
Temple University 

Industrial relations researchers have identified the level of labor
management trust as one of the crucial institutional characteristics that 
determine which firms have a competitive advantage relative to others 
(Kochan, Katz, and McKersie, 1986). In particular, Jacoby (1990) 
suggested that in firms with high labor-management trust, "employers 
have less need for control devices and cumbersome governance 
structures that are costly and can interfere with their ability to adapt 
quickly to changing market circumstances" (p. 335). One aspect of 
labor-management trust is the level of trust in work relationships be
tween labor and management representatives (Walton and McKersie, 
1965).  Thus drawing on appeals by Lewin and Feuille (1983) and 
Jacoby (1990) for industrial relations research that integrates work 
from other disciplines, the present study used theories and methods 
from organizational behavior and social psychology to investigate the 
role of trust in work relationships between labor and management rep
resentatives. 

Past research on labor-management trust has suffered because it has 
not accorded construct validity the same importance as substantive 
validity. Substantive validity embodies an emphasis on relationships 
among constructs, i.e., relationships among independent variables and 
dependent variables of immediate practical interest, e.g., organiza
tional performance (Schwab, 1980). Construct validity, on the other 
hand, emphasizes empirical investigation of the "correspondence be
tween a construct [conceptual definition of a variable] and the opera
tional procedure used to measure or manipulate that construct" 
(Schwab, 1980, pp. 4-5) .  Schwab urged researchers to sequence their 
research so that construct validity is studied before undertaking sub
stantive research. 

Author's Address: School of Business and Management, Temple University, 
Philadelphia, PA 19122. 
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Because the emphasis in the trust literature has been on substantive 
validity, some critical issues about labor-management trust have yet to 
be addressed. First, is it a unidimensional or multidimensional vari
able? Second, how is it affected by attitudinal, organizational, and 
work climate variables? The purpose of the present study was there
fore to investigate (1) the dimensions of labor-management trust and 
(2) examine the effects of several correlates (i.e. , determinants) of 
trust. 

Conceptual Basis for the Study 

Trust is an individuafs reliance on another person under conditions 
of dependence and risk. Reliance refers to behavior that allows one's 
fate to be determined by the focal person (i.e., the person about whom 
a decision to trust must be made) . Reliance on the focal person always 
involves some degree of risk stemming from the possible consequen
ces of the focal person's untrustworthy behavior. Dependence is a 
property of the social relationship between the individual and the 
focal person; it refers to the degree to which one's consequences are 
linked to the focal person's behavior. Risk is one's subjective 
perception about the degree of loss that would be experienced due to 
the focal person's untrustworthy behavior. Under conditions of 
dependence and risk, one's willingness to put his or her fate in the 
hands of the focal person signifies the level of trust. 

Using literature from organizational behavior and social psychol
ogy, along with a total of 70 preliminary interviews conducted for the 
study, four dimensions of trust between labor and management repre
sentatives were identified. Using public school districts as an organiza
tional context, the present study used two samples, one comprised of 
school district superintendents and the other made up of presidents of 
local teachers' unions. Thus, for illustration, examples of trust items 
asked of superintendents are provided below with the description of 
each dimension. 

1. Communicating openly and honestly with the focal person. 
People who trust the recipient of their communication will reveal a 
greater amount of information, be more accurate when doing so, not 
filter and distort information, and be more willing to disclose impor
tant yet potentially self-damaging information (see O'Reilly and Rob
erts, 1976).  An example of an item from the superintendent survey 
was: "Give the union president all known and relevant information 
about important issues even if there is a possibility that it might jeop
ardize your job as the superintendent." 
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2. Entering an informal agreement with the focal person. The risk 
involved in entering an informal agreement stems from the absence of 
a binding document (e.g., contract) that explicitly states the punitive 
sanctions against an individual who fails to fulfill his or her obligations. 
The absence of a contract can create ambiguity surrounding what is at 
stake for the other party if he or she violates the agreement. An item 
was: "Enter into an agreement with the union president even if his/her 
future obligations concerning the agreement are not explicitly stated." 

3. Relying on the focal person to accomplish a task. Superinten
dents and presidents must often rely on each other to accomplish tasks. 
An example of an item was: "Ask the union president to convince the 
membership of the local teachers' union to give support to a newly 
initiated cooperative program between teachers and school adminis
trators." 

4. Maintaining surveillance over the focal person. The first three 
dimensions dealt with the presence of trusting behavior, whereas the 
surveillance dimension indicates the absence of trusting behavior. To 
the extent one does not trust another person, one will feel the need to 
keep a careful watch over that person (Strickland, 1958) . On the other 
hand, when trust is high, surveillance is unnecessary. An example of a 
surveillance item was: "Check with other people about the activities of 
the union president to make sure he/she is not trying to 'get away' with 
something." 

Figure 1 summarizes the hypothesized relationships between 
willingness to trust and the correlates. Bentler and Speckart's ( 1979) 
version of Ajzen and Fishbein's ( 1980) "theory of reasoned action" was 
the theoretical basis for three of the correlates. This framework posits 
that the primary psychological factors determining an individual's 
behavior are the individual's attitude toward the behavior, the group 
norms acting on the individual, and the consequences of the 
individual's past actions. Thus applied to the present study, trust is 
determined by (1 )  a positive attitude toward trusting the focal person, 
(2) perceived group norms for trusting the focal person, and (3) past 
trustworthiness of the focal person. Two correlates relating to work 
relationship climate were also included. First, when individuals 
possess the necessary technical skills, interpersonal trust is a central 
variable in determining the degree of collaborative problem solving 
(Zand, 1972) . Second, one reason for hostility in a work relationship is 
a history of violated trust (Zand, 1972). Hostility may stem from a 
desire to get even for past injustices, such as violated trust, and may 
result in openly vindictive behavior or withdrawal from the work 
relationship. 
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FIGURE 1 
Hypothesized Relationships Among Trust and Its Correlates 
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Data were gathered through surveys sent to the offices of 500 
public school superintendents and 551 presidents of National 
Education Association (NEA) local teachers' unions in a state in the 
northeastern United States. A total of 305 superintendent surveys (61 
percent response rate) and 289 president surveys (52 percent response 
rate) were returned. 
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Based on preliminary interviews, 20 items were developed that 
measured respondents' willingness to engage in trusting behavior. The 
four hypothesized factors were expected to be comprised of the cor
responding five-item subscales intended to measure each dimension. 
The items asked respondents to indicate how likely they were to en
gage in specific trusting behaviors with the focal person. 

The degree to which a respondent had a positive attitude toward 
trusting was determined by the cross-product of items assessing ( 1 )  
expectations concerning whether the focal person will be  trustworthy 
in the future and (2) the desirability of potential positive consequences 
incurred from the focal person's trustworthy behaviors. Perceived 
group norms was the cross-product of items measuring ( I )  a 
respondent's belief that a salient group (e.g., the school district's board 
of education or members of the teachers' union) thinks the respondent 
should or should not trust the focal person and (2) the respondent's 
motivation to comply with that group. Several items measured the 
frequency with which the focal person had been trustworthy in the 
past. A collaborative problem-solving scale was developed based on 
Zand's (1972) work. A hostility scale was based on Kornhauser's (1975) 
research. Respondents were asked to rate the degree to which items 
tapping these two aspects of work-relationship climate accurately 
described their work relationship with the focal person. 

Results 

Principal factor analysis (principal components analysis with 
squared multiple correlations in the diagonal of the correlation matrix) 
was used to investigate the existence of the four hypothesized 
dimensions of trust. Based on a cutoff of eigenvalues � 1 and loadings 
of ± .30 or greater (Child, 1979), the results for both samples provided 
support for the existence of three of the four hypothesized dimensions. 
For management representatives the eigenvalues for factors 1, 2, and 
3 were: 4.88, 2.04, and 1 .10, respectively. For labor representatives the 
eigenvalues for factors 1, 2, and 3 were: 5.41, 1 .31, and 1.24, 
respectively. For both samples factor 1 was comprised of surveillance 
items, factor 2 of task items, and factor 3 of communication items. 
Items measuring willingness to enter an informal agreement failed to 
load consistently across the two samples. 

The interfactor correlations from an oblique (promax) factor 
rotation provided support for discriminant validity between factor 1 
(which signified the absence of trust) and factors 2 and 3 (which 
signified trust). As expected, these correlations were negative and 
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ranged from -.21 to -.33 for management representatives and -.39 to 
-.55 for labor representatives. Positive interfactor correlations found 
between factors 2 and 3 provided support for the convergent validity 
of the two factors signifying trust. The correlation was .39 for 
management representatives and .31 for labor representatives. 

Based on items from factors 1, 2, and 3 that loaded consistently 
across both samples, an additive 10-item scale of willingness to engage 
in trusting behavior was created. The scale contained four surveillance 
items (reverse scored) ,  four task items, and two communication items. 

Ordinary least squares regression was used to test the effect of 
attitudes, norms, and past trustworthiness of the focal person on the 
10-item measure of willingness to engage in trusting behavior. Respon
dent's sex, age, and the length of time the respondent had worked with 
the focal person were included in the regressions as covariates. 

Table 1 contains descriptive statistics and correlations. Table 2 
contains the main regression analyses. Similar results were found for 
both samples. The regression equation significantly predicted willing
ness to engage in trusting behavior for management representatives 
(F [6, 224] = 38.60, p < .0001) and for labor representatives (F [6, 
251] = 58.70, p < .0001) .  Examination of tolerance values (Darling
ton, 1990) showed no evidence of multicollinearity in either sample. 

Zero-order correlations (see Table 1) provided evidence for the 
association between past trustworthiness of the focal person and the 
climate of the work relationship. Further regression findings showed 
that for both samples collaborative problem solving and hostility also 
significantly predicted willingness to trust. (These regressions are 
available from the author.) These findings provide preliminary sup
port for the past trustworthiness - work climate - willingness to trust 
idea, although longitudinal research would be necessary to conduct a 
full test. 

Discussion 

Factor analytic results supported the view that the measure of 
willingness to engage in trusting behavior was multidimensional. The 
degree of trust among labor and management representatives is appar
ently expressed in terms of both what they are willing to do (commu
nicate openly and accurately; rely on each other to carry out a task) 
and what they need not do (maintain surveillance over each other) .  

Findings concerning the attitude toward trusting showed that both 
labor and management representatives were affected by the combined 



TABLE 1 

Descriptive Statistics and Correlations 

Management representatives Mean SD 1 2 3 4 5 6 

l .  Willinfeess to trust the labor rep. 4.4 .9 (.73) .620 0  .270 0  .620 0  .51 0 0  -.4400  
2. Attitu e toward trusting the labor rep. 1 .6 2.1 (N/A) .330 0  .7oo o  .61 0 0  -.5600  
3. Group norms for trustin� the labor rep. 12.7 3.4 (N/A} .330 0  .200 -.21° S2 4. Past trustworthiness of t e labor rep. 4.1  .8 (.93) .ooo o  -.590 0  Cll 
5. Collaborative problem solving 3.8 .8 (.76) -.460 0  Cll 

1:'1 6. Hostility 1.2 .6 (.73) ::e ...., 
> 

Labor representatives Mean SD 1 2 3 4 5 6 
...., 
5 
z l .  Willinfeess to  trust the management rep. 3.8 1 .0 (.82) .ooo o  .530 0  .730 0  .51 0 0  -.5200  Cll 

2. Attitu e toward trusting the management rep. 1.5 2. 1 (N/A) .470 0  .720 0  .620 0  -.ooo o 
3. Group norms for trustin� the managen.ent rep. 10.4 3.1 (N/A) .570 0  .430 0  -.370 0  
4. Past trustworthiness of t e management rep. 3.6 .8 (.89) .sso o  -.5900  
5. Collaborative problem solving 3.4 .9 ( .83) __ 60o o  
6. Hostility 1 .6 .9 (.83) 

Note. Management representatives: N = 301-305. Labor rftresentatives: N = 285-289, 0p < .001, 0 0p < .0001 .  Coefficient alphas 
( internal consistencies) of scales are in parentheses. N/ A = coef icient alpha is not applicable to variables based on cross-products. 



472 IRRA 44TH ANNUAL PROCEEDINGS 

TABLE 2 
Regression Results with Predictors of Willingness to Engage in Trusting Behavior 

Management representatives b Beta 

Attitude toward trusting the 
labor representative . 16  .35 5.24° 0 

Group norms for trusting the 
labor representative .03 .10 1 .79 

Past trustworthiness of the 
labor representative .46 .37 5.40° 0 

Equation R2 = .51 

Labor representatives b Beta 

Attitude toward trusting the 
management representative . 12 .23 3.97° 0  

Group norms for trusting the 
management representative .04 . 12 2.44° 

Past trustworthiness of the 
management representative .62 .49 7.33° 0 

Equation R2 = .58 

Note. Management representatives: N = 231. Labor representatives: N = 258. 
•p < .05 . 

• •p < .0001 .  

influence of expectations and anticipated consequences when decid
ing whether to trust their counterpart. Whether the focal person had 
been trustworthy in the past was a particularly important variable for 
both samples and especially so for labor representatives. On average, 
labor representatives rated management representatives as less trust
worthy in the past compared to vice versa (see Table 1 ) .  This suggests 
the possibility that the saliency of the variable measuring past trust
worthiness may be increased when past consequences have been rela
tively negative. 

That the group norms variable was weakly associated with 
willingness to trust for both samples may have been due to labor and 
management representatives being in positions of authority. It was 
clear from preliminary interviews that most of these individuals saw 
themselves as decision makers who are not easily swayed by the 
influence attempts of others. Labor representatives, however, are 
elected officials and therefore may be more prone to consider the 
needs and desires of the local union membership. This could explain 
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why the group norms variable reached statistical significance for labor 
representatives. Thus, a qualification may be in order concerning 
Wall's (1975) laboratory bargaining simulation findings on the 
influence of constituents; in real organizations constituents may have a 
substantial effect on their representative only in situations where an 
institutionalized mechanism exists (e.g. ,  union elections) for control 
over the representative. 

As hypothesized, the past trustworthiness variable was significantly 
associated with collaborative problem solving (a positive relationship) 
and hostility (a negative relationship) .  These findings, obtained in an 
organizational setting, corroborated Zand's (1972) laboratory research 
on the connection between trust and work climate. The two work 
climate variables also proved to predict the respondents' willingness to 
trust. These findings supply preliminary empirical support for the 
suggestion made by Kochan, Katz, and McKersie (1986) regarding the 
connection between trust and the climate of labor-management 
relations. 

The approach taken in this study followed Schwab's (1980) 
suggestion that the construct validity of measures be investigated 
before they are used in substantive validity research. The present 
work, therefore, provides the necessary conceptual and empirical 
foundation for future substantive research on labor-management trust 
and organizational effectiveness. 
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DISCUSSION 

PETER CAPPELLI 
University of Pennsylvania 

It is encouraging to see that the new generation of scholars working 
in the industrial relations area is pursuing a wide range of topics that 
span the field of employee relations and focus on emerging topics of 
some fundamental importance. My recommendation for these authors 
is simply to find ways to expand the audience for their work by 
drawing on-and ultimately contributing to-related work being done 
in fields outside of IR. 

I see Victor Devinatz's study of union bureaucratization, for 
example, as part of what I believe will be a growing body of research 
that helps us understand why there is variance in organizational forms. 
In this regard, the appropriate literature to think about is the research 
on "institutionalization" in sociology, which puts forth arguments 
about the tendencies for organizations to develop similar forms. The 
focus here on Robert Michels work may be less relevant; while Michels 
argues that bureaucratization is inevitable, he does not seem to say 
much about changes in the level of bureaucratization once it occurs. 

One component of Devinatz' s story is to show how changes in shop 
floor decision making affect the union as an institution. An interesting 
analogy here would be with the British trade union movement over the 
last few decades where power and bargaining functions have shifted 
from the shop floor (and shop stewards) to plant-level organizations. 
Some brief mention of this development would help make the issue 
appear more general. 

There are also a couple of areas where this work could be 
strengthened. First, the level of bureaucratization of the local union 
studied here is described using developments that are also used to 
document the shop floor developments that drive bureaucratization. 
When independent variables look so very much like the dependent 
variable, the study begins to appear a bit tautological. Some 
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independent measure of bureaucratization, such as the number of full
time officials of the local union, would help make the argument 
clearer. The other area is with the change at the local when its plant 
was transferred from Buick to International Harvester. This change 
represents a natural experiment that can be used to analyze more 
effectively why the extent of bureaucratization can change. 

Donna Blancero's paper on perceptions of the fairness of nonunion 
grievance procedures can be placed in the context of a larger literature 
on justice in business ethics as well as in organizational behavior. It is 
important to remember that perceptions and reality are not necessarily 
the same thing. (People can be convinced to believe that objectively 
unjust arrangements are fair.) Perceptions are nevertheless important, 
especially for practical questions such as whether a given arrangement 
will be accepted by workers. 

I believe that Blancero's finding that the outcomes of a grievance 
system are related to participants' perceptions of the distributive 
justice of that system, a concept that by definition is designed to 
capture outcome-related perceptions, is more a test of the reliability of 
her measures than of any interesting hypothesis. But the fact that 
opportunities to present one's arguments, a process issue, are virtually 
as powerful a predictor of the perceptions of the fairness of outcomes 
as are actual outcomes is a finding of some significance. It suggests, for 
example, that people are just about as satisfied with the outcome of a 
grievance system if they lose, as long as they get to participate, as 
compared to if they win and do not participate. This finding should be 
of importance to the growing literature on participation. 

Steve Currall's paper on trust gets at perhaps the most fundamental 
of the issues raised here. There is a growing understanding, not only in 
human resources but also in other management areas such as strategy, 
that the key issue in understanding the relative performance of firms is 
to look for "distinctive competencies" -things that they do better than 
competitors and that cannot easily be copied by those competitors. 
Trust between employees/unions and management allows organiza
tions (among other things) to reduce monitoring costs, to manage 
change with greater ease and speed, and improve decision making. 
What little we know about trust suggests that it is not something that 
can easily be copied as, for example, a new piece of equipment might 
be. This suggests that trust is among the central factors contributing to 
distinctive competencies across organizations. It is also a crucial factor 
underpinning "high commitment" systems of work organization. 
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Currall's use of public schools as a data source is important because 
it is a sector of the economy where there has been relatively little 
inves tigation (in contrast especially with manufacturing) to 
understand the benefits of improved union-management relations and 
worker attitudes. Having a dual sample of superintendents and local 
union leaders is a great asset and should allow Currall to look at a 
range of interesting issues in matched samples such as situational 
factors that cause high levels of trust in both parties and factors that 
might explain why one side has higher trust than the other. The most 
interesting result in this paper is that group norms predict the level of 
trust of union leaders but not of supervisors, and more discussion as to 
why that might be would be helpful. One factor might be that local 
union leaders are part of common international unions, and the rules 
and norms of the international affect their attitudes and behaviors. 
Supervisors, in contrast, have no affiliations with equivalent influence 
over them. 

Again, these are interesting papers that have something to say 
about bigger issues than are their immediate focus. It would be helpful 
for the authors, and for the field of IR, if they could develop the 
relevance of their work for these larger issues. 



DISCUSSION 

P. B. BEAUMONT 
University of Glasgow 

The paper by Devinatz addresses one of the longstanding themes 
in industrial relations research, that of union democracy. In essence his 
detailed, qualitative study of developments in UA W Local 6 over a 40-
year period suggests that the establishment of formal collective 
bargaining arrangements did not result in a steady, unbroken move
ment towards union bureaucratization. The author's view of collective 
bargaining is essentially similar to that of the "rank and filist" group of 
labour historians in Britain, being held to be a conservative, stabilizing 
force that institutionalizes conflict and lowers rank-and-file expecta
tions by continual reference to what is "realistically negotiable." Simi
larly he appears to view the aims and objectives of shop stewards as 
being relatively close (compared to those of the union hierarchy) to 
those of the rank and file, largely through reasons of physical prox
imity. 

In some ways, however, he appears to exaggerate the basic 
hypothesis that he seeks to test, namely that the bureaucratization 
process (induced by the primacy attached to collective bargaining) 
will dPvelop in an unbroken, linear fashion. I am far from certain that 
the majority of mainstream IR researchers would ever initially hold 
such a view. The point is that periodic challenges to union bureaucrat
ization from both the rank and file and shop stewards are very much 
a feature of the historical and indeed contemporary scene in many 
countries. In Britain, for instance, various attempts to draw union lead
ers into cooperation with national policies of wage restraint in the 
1960s and 1970s resulted in instances of opposition to bureaucratiza
tion. Furthermore, he overwhelmingly views the essence of union 
democracy as the development of an internal faction opposed to the 
formal institutionalization of collective bargaining. In fact, as we all 
know, there are various individual measures of union democracy 
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that do not always intercorrelate closely. Moreover individual mea
sures of union democracy are capable of different interpretations. For 
example, above average attendance by rank-and-file members at a 
union meeting is interpreted by some as a healthy indicator of 
democracy; to other commentators it is more likely to signal 
dissatisfaction with the leadership's failure to deliver "the goods." The 
latter observation helps to make the point that studies of union 
democracy increasingly need to be embedded in a somewhat larger 
framework of analysis than is apparent in the paper, namely the 
effectiveness of the union as a bargaining agent so that one can 
investigate the "utility" or value of democracy as a means to an end, 
rather than purely as an end in itself. Finally I would have welcomed 
more discussion in the paper that provided some feel for the size of the 
opposition movement, and the reasons for its demise by the end of the 
study period. 

Blancero's paper is important in a number of senses. Firstly, it 
signals the need for, not to say desirability, of members of this 
association becoming increasingly involved in studies of nonunion 
firms. And secondly, it takes us considerably beyond some of the 
rather glib, existing discussions of the nature of nonunion grievance 
systems. The paper reviews the organization justice literature, outlines 
a number of a priori hypotheses and tests these on a sample data 
set. The hypotheses are largely supported, with key findings being 
that employee perceptions of the fairness of nonunion grievance 
systems are enhanced by providing an opportunity for employee 
input, decision-making independence, the availability of employee 
assistance, and provision for communication or explanation of 
outcomes. One suspects that few researchers would be surprised by 
such findings. However, the really important question (which still 
remains open) is just how many nonunion grievance systems embody 
such desirable features in practice. The author points to a number of 
issues or areas for further research that will hopefully be pursued in the 
future. This is because many researchers regard the operation of the 
grievance procedure in unionized firms as a key indicator of the 
overall quality of the union-management relationship. However, it has 
become increasingly apparent that various objective and perceptual 
indicators of the workings of the grievance procedure in unionized 
firms do not always intercorrelate well. One suspects that similar 
results will occur in the case of the nonunion sector, although it would 
be nice to have the evidence on this matter. Finally, one of the leading 
themes in the HRM literature is that an individual organization needs 
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to establish a coherent HRM policy mix in which the individual 
components complement and reinforce one another. This perspective 
should caution one against analyzing any one element of the policy 
mix as a discrete, self-contained entity. That is, one needs to recognize 
the possibility (some would say likelihood) that perceptions of the 
fairness of nonunion grievance systems will be influenced by 
perceptions of other elements in the HRM package, such as 
communications and employee involvement arrangements. 

There have been many good features of the changing nature of IR 
research in the 1980s and '90s in a number of countries (e.g., more 
attention to the management actor, nonunion firms, and the strategic 
level of decision making) . This being said, some recent research has 
very much involved a "labelling" phenomenon in which terms like 
"management style" and "high (low) trust" relationships are scattered 
around with little attempt being made to precisely define the terms, 
measure them, identify their determinants, and establish their impact, 
ceteris paribus. The paper by Currall is a useful step in this direction. 
The results obtained from a sample of union and management 
representatives in school districts indicate that the current willingness 
to trust one's bargaining counterpart is heavily influenced by previous 
experience in this regard and by the nature of the work climate. 

The a priori framework of the author is very much an OB and 
social psychological one, although the results obtained are certainly 
not inconsistent with Walton and McKersie's discussion of some of the 
factors that shape the attitudinal structuring process. The social 
psychological approach utilized by Currall may, however, involve 
some limitations for purposes of "generalization." For instance, the 
focus on interpersonal trust between one management representative 
and one union representative, albeit important representatives, may 
give us only limited insight into the degree of trust involved in the 
larger, overall bargaining relationship. As we are all aware, the 
turnover of certain key individuals (from both the management and 
union sides) has frequently undermined the maintenance and longer 
term staying power of various integrative bargaining, joint problem 
solving arrangements. This experience obviously raises the all
important question of how to ensure that "personalized" trust becomes 
"institutionalized" trust in order to survive the test of time. Further
more, this study has been conducted in a public sector industrial rela
tions setting, the natural home of multilateral bargaining where two 
clear-cut management and union groups involved in a process that ex
clusively determines all major industrial relations outcomes rarely 
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exists. Accordingly, one might want to question whether the existence 
of interpersonal trust between two representatives of management 
and unions really matters a lot in a setting where externally imposed 
budget cuts, for example, are likely to be so important in shaping the 
ultimate nature of industrial relations outcomes. 



XVI I I .  D O CTO R A L  C O N SO RTIU M 

The Role of I R  Aca d e m ics i n  
Resea rch,  Teach i ng ,  a nd 

U n ive rs ity Ad m i n i strat ion 

FRANK BoRGERS 
Ohio State University 

The consortium consisted of four presentations on various topics of 
immediate interest to industrial relations Ph.D.s entering the labor 
market. Presentations were made by Kirsten Wever, Northeastern 
University; Craig Olson, Princeton University; Thomas F. Reed, 
University of Calgary; and Teresa Ghilarducci, University of Notre 
Dame. A lively question and answer session followed. 

Wever spoke on "Navigating the Bridges Between Academia and 
Practice," and made four points on doing academic research of 
applied value. These were points she wished "someone had made to 
me before I went off to do my first big research project (my Ph.D. 
thesis) ." First, the bridge between academic and practitioners in the IR 
field depends on the definition and pursuit of common concerns and 
interests. To capture practitioners' attention often requires: (a) 
defining the research questions from their perspective, and (b) 
defining the research question in contemporary public policy terms. 
Second, good research hinges on a clear understanding and 
acknowledgment of the usually different paradigms informing the 
world views of practitioners on both the labor and management sides, 
public officials, and academics of various stripes. 

Third, for those doing primarily qualitative work, storytelling by 
interviewees carries with it great potential benefits, but also costs. The 
benefits include the potential interest and insight of "insider" stories. 
The costs include becoming a captive audience of the interviewee, and 
accumulating information of little use to the research question. Last, 
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the crisis of the industrial relations system in the U.S. deeply affects 
the attitudes and strategies of both practitioners and academics in the 
field, and the researcher needs to compensate for these effects. In 
particular, the researcher needs to be aware that U.S. industrial 
relations practitioners are likely to be initially suspicious of academics. 
Labor is likely to be suspicious of academics based in business schools. 
Management is likely to be suspicious of academics who operate in a 
field (industrial relations) that assumes the legitimacy of unions. 
Wever recommended objectivity and acknowledgment of one's own 
perspective up front as ways to lessen practitioner suspicions. 

Olson addressed "Getting in the Front Door: The Application and 
Interview Process." He presented numerous insights to the application 
and interview process of recent Ph.D.s based on his years of 
experience in reviewing and assessing job applications and interviews. 

Interviewing: The answer to one question, "Does this individual 
possess the potential for future research performance?" largely 
determines the outcome of a job interview. This question is answered 
on the basis of an evaluation of the student's dissertation. A number of 
considerations are important in such an evaluation: ( 1 )  Will the 
dissertation enable the researcher to tell an interesting story? (2) The 
dissertation should be problem driven but simultaneously tied to a 
theoretical framework. (3) Is the dissertation methodologically sound? 
The essence of the answer to this question is that alternate explanations 
have been ruled out. (4) Does the dissertation use a robust and 
appropriate research design? 

Olson recommended that the most interesting dissertations are 
typically based on "naturally occurring experiments." He demon
strated this with recent research on returns to education conducted at 
the Twins Convention in Twinsburg, Ohio. Further, he advised 
writing a dissertation that would quickly yield a publishable article. Of 
course evaluation of the above considerations largely depends on the 
individual's ability to effectively communicate their research potential 
and interests. 

]ob Talk: Olson's experience has been that much of the emphasis 
(possibly too much, he conceded) is based on an applicant's job talk. 
Consequently, it is critical that applicants rehearse their presentations 
before an audience of fellow students and faculty. 

Teaching: Olson recommended the development of as diverse a 
teaching portfolio as possible. Such a portfolio need have little to do 
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with one's personal research interests (as was his own experience) .  
Such diversity can enhance one's teaching and general academic 
experience. 

Reed spoke on "Surviving (and Maybe Even Prospering) in Your 
First Academic Position." He presented a frank and wide-ranging 
checklist of suggestions for prospering and surviving in the academic 
world of IR. Reed argued that IR in the U .S. was in danger of 
becoming an irrelevant discipline. Reed urged emerging Ph.D.s  to 
help develop new models of the employment relation that are more 
relevant to today's environment. Indeed, Reed argued that the 
contemporary U.S. environment offered IR scholars numerous and 
challenging "employment problems" to be studied. 

Reed offered the following advice on how to survive: 

Teaching: ( 1 )  Keep the number of preps to a minimum; this is a 
negotiable outcome. (2) Keep prep time to a minimum. (3) Keep 
student contact to levels you feel comfortable with. An open door 
policy is not always in your best interests. (4) Develop as diverse a 
teaching portfolio as possible. 

Service: ( 1 )  Service is essentially "investment in the organization." 
Reed's view is that your investment should increase as the university's 
investment in you increases. Consequently, you should avoid service in 
the first year of a new job. (2) Perform service that increases your 
human capital and expands contact with critical organizational actors. 
(3) Remember, "no" is a complete sentence when responding to 
service requests. 

Research: ( 1 )  Get your dissertation done ASAP. Divide the 
dissertation so as to publish as much as possible from it. Research is the 
primary criteria in evaluating tenure. (2) Send articles to top journals. 
(3) After completing dissertation related activities, then start new pro
jects. ( 4) Develop a research program. 

Reed also offered the following advice on balance: there are 
diminishing marginal returns in life; balance your life interests with 
your professional interests. Active management of your time will help 
you balance. Remember, "you are not your vita." On spouses/ 
partners: dual career tracks are difficult to manage effectively, but in 
the long run it is better to deal with these issues up front, honestly and 
compassionately. On resources: these are negotiable and should be 
committed by the employer, up front and in writing. 
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Tips for prospering: Develop a clear, focused research program 
that will involve a number of studies. Expand the boundaries of the 
discipline; do not endlessly replicate previous studies. Fill up your 
publishing pipeline early on so that you can experiment with new 
ideas. Develop grant writing skills; this will give you independence for 
exploring ideas your university does not want to support. Develop and 
maintain your network. Decide whether you want to be a "cosmopol
itan" or a "local." If you decide to be a local, you should adopt a 
department focus in your academic life. Attaining tenure is a political 
process. Again, manage your career and hold the institution 
accountable. Leaves of absence are recommended, especially in an 
applied field such as IR. Reed's own experiences have been very 
fulfilling. Be sensitive to colleagues and students. In particular, white 
males should be sensitive in their dealings with women and minorities 
in the classroom and hallways. 

Finally, Reed advised, have fun, this is your life, trust your 
instincts, take chances, and don't let the process grind you down. 

Ghilarducci addressed "Unanticipated Benefits: The Roles of 
Industrial Relations Experts in University Administration."  She 
reported results from her study on whether and why IR academics are 
more likely to be involved in university administration/management 
than other academics. 

Ghilarducci found that of the 25 private universities she surveyed in 
February 1991, three had presidents trained in IR (only history filled as 
many slots as IR). The results from Ghilarducci's telephone survey of 
academic IRRA members are as follows: 

University Governance Involvement of IRRA Members Academically 
Affiliated (Sample Size = 50; Survey Administered October 1991) 

IR Academics involved in administration 

Extent of involvement: 
President, Dean, major post 
Department chair 
Committee position 

li Involved who thought IR training affected 
their involvement 

li Who thought IR experts in general are 
more involved than those in other disciplines 

Count: 

39 

12 
9 

10 

26 

23 

Ghilarducci then summarized respondents' views of the relation
ship between IR scholars and their administrative involvement: Older 
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IR experts or labor economists are more involved in administration 
because they have engaged in practice, as well as scholarly work, as 
War Labor Board administrators, arbitrators, or consultants. IR 
training provides IR academics with special skills and orientations well 
suited to management, especially those related to human skills, 
knowledge of internal labor markets, power, mediation, and labor 
management conflict. IR scholars are more sensitive to their own 
rights than other academics. The causal relationship between IR 
scholars and their administrative involvement seems to be that those 
drawn to administration are drawn to the subject matter of IR. 
However, a small number of respondents saw no connection between 
IR and administration. As one respondent argued: "To rise in a 
university, Machiavelli is probably more helpful than Dunlop." 

Ghilarducci concluded that as the field of IR, and labor economics 
in particular, has become increasingly theoretical, contemporary IR 
academics seem less interested in the institutional concerns of 
university administration. Ghilarducci concluded that: 

IR-trained scholars will participate more in university 
governance if they have a stake in the practice and value of 
their own skills in mediation and administration. But that 
depends on the evolution of our discipline, away from or 
toward, integrating theory and practice. 



XIX. CO NTR I BUTED PAPE R S 

C O LLE CTIVE BAR G A I N I N G  

Dete r m i nants and Conseq u e n ces of a 
M ut ual  Gai n s  O r i entat i o n  i n  P u bl i c

S ector Col lect ive Bargai n i ng 

JOEL CuTCHER-GERSHENFELD, MATTHEW BooAH, 
AND pATTERSON TERRY 

Michigan State University 

There is a growing literature offering practitioners advice on 
mutual gains, "win-win," or interest-based approaches to collective 
bargaining and other types of negotiations (Fisher and Ury, 1981; Ury, 
Brett, and Goldberg, 1988; Susskind and Landry, 1991) .  Most of this 
literature is rooted in practical experience (utilizing case study 
methodology) and normative in tone with an emphasis on improving 
the bargaining processes. The focus of this literature is predominantly 
on private-sector bargaining. At its core is an assumption that a 
problem-solving oriented approach to bargaining can produce 
mutually beneficial outcomes. 

In industrial relations, there is a well-established literature on 
public-sector collective bargaining. Most of this literature is centered 
on bargaining outcomes, impasse resolution procedures, and the con
trasting implications of different public-sector bargaining laws 
(Lewin, Kochan, Feuille, and Delaney, 1987; Aaron, Najita and Stem, 
1988) with relatively little attention to the tone or orientation of the 
bargaining process. 

This paper bridges between these two literatures in a variety of 
ways. First, unlike most of the mutual gains negotiations literature, it 
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presents a formal model that examines the influence of structural, past 
relationship, and current process variables on chief negotiators' 
perceptions of the tone of their most recent collective bargaining 
negotiations. Second, the focus is on police and fire negotiations in the 
public sector, which has not typically been the focus of writing on 
mutual gains negotiations. With this focus it is possible to assess the 
extent to which a mutual gains bargaining tone influences the 
likelihood of settlement prior to third-party intervention. Third, in 
contrast to most of the literature on public-sector negotiations, our 
focus is on the tone of negotiations and elements of the bargaining 
process, which is a level of detail not usually achieved. 

Theoretical Framework 

This research is grounded in the behavioral theory of labor 
negotiations, developed by Walton and McKersie (1965). While the 
behavioral theory has been widely cited in the field, relatively little 
research has been conducted testing elements of the theory (Tracy and 
Peterson, 1986). This paper is centered on the distinction between 
distributive and integrative bargaining. In particular, our focus is on 
one aspect of this distinction, which we refer to as a "win-lose" or 
"mutual gains" tone of negotiations. Note that this incorporates a 
broader range of "mutual gains" behaviors than are associated with 
current initiatives aimed at applying "win-win" principles (Fisher and 
Ury, 1981) to collective bargaining, though our findings do have 
implications for such initiatives. By assessing the determinants of 
alternative bargaining climates and examining intraorganizational 
consensus (which we do) ,  we are testing a portion of the behavioral 
theory. 

In addition to utilizing the behavioral theory to guide our analysis 
of the bargaining process, we have also introduced a range of contex
tual variables. These include structural variables regarding labor and 
management and measures of various aspects of past bargaining rela
tionships. Recent research on private-sector collective bargaining sug
gests the importance of assessing such contextual measures when ex
plaining both mutual gains and contentious extremes in negotiations 
(Cutcher-Gershenfeld, Walton, and McKersie, 1989) .  Both types of 
context variables serve as controls in the analysis that we present. 

Methodology 

A mail survey was employed for this research. Survey question
naires were sent to all known police and fire bargaining units in the 
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state of Michigan. In each case, a survey questionnaire was sent to the 
chief negotiator for the municipality and the local union. This 
represents a total of 652 potential respondents. 

A mix of qualitative methods was used in the development of the 
survey instrument. First, a cross-section of five municipalities were 
identified and in-depth interviews were conducted with union and 
management representatives. The interview protocol included many 
open-ended questions aimed at tracing the full bargaining process 
from preparation through settlement or arbitration. Second, in one 
municipality, both police and fire negotiations were observed from 
the initial exchange of demands through all stages of bargaining. (At 
this time arbitration is pending for the police negotiations.) The 
information gathered from these sources was used in crafting a 
detailed survey questionnaire on bargaining processes for police and 
fire negotiations. This questionnaire was then pretested with chief 
negotiators and revised where appropriate. The questionnaire was 
mailed in spring 1990 and addressed collective bargaining negotiations 
that occurred primarily in 1989 and 1990. The questionnaire also 
included variables on communications networks and other issues not 
addressed in this paper. This paper represents a first report on the 
results from this survey, which is also the baseline data collection point 
for a longitudinal study assessing the impact of computers on public 
sector collective bargaining processes. 

After a mailing and three follow-up contacts, a total of 224 usable 
questionnaires were returned. However, since the unit of analysis in 
this study is individual communities, one of each pair of duplicate 
(union and management) responses from the same community had to 
be eliminated. Following a random selection process 141 question
naires were ultimately used (for a response rate among potential 
communities of 61 percent) . The final sample included 77 question
naires from union chief negotiators and 64 from management chief 
negotiators. (In about 20 percent of the cases the questionnaire was 
completed by the individual who had chief responsibility for the 
negotiations, but who did not have the position of chief negotiator.) 
The distribution of police and fire bargaining units was 102 and 39, 
respectively. 

Table 1 provides profile data on the characteristics of the achieved 
sample population. The majority of the respondents, for example, 
were from cities (84 percent) . While the average municipal budget in 
the sample was $10.4 million, the median budget size was $4.7 million, 
reflecting the large number of smaller municipalities in the state. On 
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TABLE 1 
Profile Characteristics of Sample Population 

Means, (Standard Deviations),  [Medians) and Percentages• 

Type of Municipality 
City 
Township 

Size of General Fund for Municipality 

Percent of General Fund Used 
for Police and Fire Expenditures 

Population 

Total Number of Bargaining Units in 
the Municipality 

Number of Employees in Bargaining Unit 

Union Affiliation: 
Fraternal Order of Police (FOP) 
Police Officers Association of Michigan (POAM) 
International Association of Fire Fighters (IAFF) 
Other Unions, Independent or Not Specified 

Year Local Union Established 

Tenure of Local Union President 

Lead Management Responsibility for Labor Relations: 
City Manager/Township Superintendent 
Personnel/Labor Relations Manager 
Mayor/Township Supervisor 
Other 

Years Experience for Individual with 
Labor Relations Responsibility 

84� 
16� 

$10,357,355 ( 15,636,725) 
[median = $4,704,577] 

36.3� ( 15.9) 

25,678 (30,377) 
[median = 13,710) 

3.6 (1 .8) 
[median = 3.0) 

31 (41) 
[median = 17] 

38� 
� 
15� 
37� 

1969 ( 14 years) 

3.9 (3.7) 
[median = 3.0) 

46� 
33� 
1 1� 
10� 

6.5 (5.9) 
[median = 5.0] 

• Note that the City of Detroit has been excluded from this analysis since it is so 
much larger than other Michigan cities. 

average, these municipalities spent 36.3 percent of their total budget 
on police and fire activities. The average size of the population in the 
municipalities in this sample was 25,678 (though again the median was 
smaller, at 13,210). The typical municipality in this sample bargained 
with just under four different bargaining units, and the average 
number of employees in the police or fire bargaining unit was 31, 
though there was a great deal of variance here. 

Three major unions, the Fraternal Order of Police, the Police 
Officers Association of Michigan, and the International Association of 
Fire Fighters, account for about two-thirds of the survey respondents. 
The balance belonged to other international unions (e.g. ,  the 
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Teamsters and UAW), independent locals, or others not specified. The 
typical local in this sample was established in I969, about four years 
after the first law granting collective bargaining to public employees 
in Michigan was adopted. The average tenure for the local president in 
the bargaining units surveyed was 3.9 years. 

On the management side, the lead responsibility for daily labor 
relations activities was split among city managers/township superin
tendents (46 percent) ,  personnel/labor relations managers (33 per
cent) , mayors/township supervisors (11  percent) , and others (10 per
cent).  The average tenure for these individuals was 6.5 years. 

This profile information is helpful in assessing the generalizability 
of the findings reported. To the extent that public-sector bargaining 
units and municipalities in other states have similar characteristics, the 
generalizability of the findings will be greater. 

Variables and Constructs 

The analysis in this paper centers on our measure of the tone of the 
most recent negotiations involving a given police or fire bargaining 
unit. This measure was constructed as a four-item scale consisting of 
the respondent's perception of the tone on highly salient substantive 
bargaining issues. For each issue, there was a choice among: all or 
mostly win-lose (=I) ;  some win-lose/some mutual gains (=2) , which 
we refer to in this paper as "mixed"; all or mostly mutual gains (=3) ; 
or not applicable_! Together, the items constitute a reliable scale 
(Cronbach's Alpha = .78) with a grand mean and standard deviation 
for four-item scale = 2.0 ( .58) ; n = I39. Further construct validity was 
generated through a confirmatory factor analysis. The distribution of 
responses across three bargaining tone categories was: win-lose = 22, 
mixed = 84, mutual gains = 33. 

A number of other variables have been used in the analysis that 
derive from various aspects of the bargaining process. The first set of 
variables, which are all listed in Table I, have been characterized as 
"structure" variables. These include the distinctions between police 
and fire bargaining units, cities and townships, and union and 
management respondents, all of which have been coded as dummy 
variables. We have also included in the analysis the size of the 
bargaining unit, but we have excluded overall municipal budget size 
and population since these are highly correlated and bargaining unit 
size is most directly relevant. While the total budget figure is not 
included in the analysis, the percentage of the municipal budget used 
for police and fire expenditures is. Finally, the tenure of the union 
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president and the person with lead labor relations responsibility on the 
employer side are included as measures of experience. 

A second set of variables, which we have termed "past relation
ship" variables, are included in the analysis. These include a continu
ous variable for the total number of past instances of collective bar
gaining with a given bargaining unit divided by the age of the relation
ship, 2 the past number of times that negotiations have been settled in 
interest arbitration divided by the number of contracts negotiated 
(producing an average of five percent of negotiations going to interest 
arbitration),3 and the experience with grievance arbitration over the 
past two years (calculated on a per capita basis for cases in arbitration 
or pending arbitration) .  

A third set o f  variables has been termed "current process" 
measures. These include a categorical variable for the number of 
bargaining sessions in the most recent negotiations, 4 a measure of the 
perceived intraorganizational consensus on four key issues prior to 
negotiations, 5 and the respondent's perception of the change in tone of 
collective bargaining (in comparison to the tone of the most recent 
negotiations) . 6 

A final set of variables concerns the actual point at which the most 
recent negotiations were settled. In our sample, 43 percent of the 
negotiations were settled prior to impasse; 29 percent were settled 
during mediation, but prior to arbitration; 11 percent were settled 
during arbitration, but prior to the issuance of an award; and 12 
percent were settled with an interest arbitration award. 

Structural and Process Determinants of Mutual Gains Bargaining 

In order to assess the determinants of mutual gains bargaining in 
the public sector, a set of models was constructed with the tone 
variable as the dependent measure and the structure, relationship, and 
process variables as independent measures. In such a model, a positive 
and significant coefficient would indicate an increased association 
with mutual gains bargaining as perceived by the respondent to the 
survey. 

As Table 2 indicates, some of the structural variables are indeed 
helpful in predicting the tone of the bargaining. First, we find that the 
police bargaining units were more likely to be associated with a 
mutual gains tone. This may reflect the dominance of two competing 
unions representing police in the state of Michigan, in contrast to a 
single dominant union representing fire fighters. Our qualitative 
research suggests that the competition between the two police unions 
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TABLE 2 

Structural and Process Determinants of Mutual Gains Bargaining 
OLS Regression Models 

Dependent variable equals TONE (1 = Win-Lose; 2 = Mixed; 3 = Mutual Gains) for all 
regressions. 

Structure 
Model 

Coefficient 
(S.E.) 

UNION 0.016 
( .129) 

POLICE 0.285° 0 
( .138) 

BARG SIZE -0.003° 0 
(.001) 

PERCENT -0.004 
(.004) 

CITY -0.136 
(.179) 

TENURE -0.007 
UN PRES (.018) 

TENURE -0.009 
LR RESP (.011) 

Past 
Relationship 

Model 

Coefficient 
(S.E.) 

ARB PER -0.245 
CAPITA (.715) 

CONTRACT 0.447° 
FREQ (.234) 

INTEREST -1.355° 
ARB FREQ ( .708) 

Current 
Process 
Model 

Coefficient 
(S.E.) 

CHANGE IN 0.395o o o  
roNE (�m) 

BARG SESSIONS -0.081 o 
(.044) 

PRECONSENSUS 0.007 

CONSTANT 2.252° 0 0  
(.259) 

1 .887°0 0 
( .lll)  

( .082) 

2.957°0 0  
( .208) 

Unrestricted 
Model 

Coefficient 
(S.E.) 

0.053 
( . lll )  
0.232" 
( .131)  

-0.002° 
(.001) 

-.0006 
(.004) 

-0.223 
(. 160) 

-0.009 
(.016) 

-0.006 
(.009) 

-0.084 
( .680) 

0.154 
(.213) 

-0.315 
(.654) 

0.394° 0 0  
(.071) 

-0.024 
( .049) 

0.009 
(.087) 

2.934°0 0  
(.317) 

Adj. R2 = 0.06 Adj. R2 = 0.02 Adj. R2 = 0.28 Adj. R2 = 0.29 
F = 1 .895° F = 1 .606 F = 13.865°0 ° F = 4.224o o o  

N = 95 N = 99 N = 99 N = 89 

Note: The variable for Police/Fire, City/Township, and Union/Management are 
dummy variables with Police, Union, and City equal to 1 .  

0 p < .10; 00 p < .05; 0 0 0  p < .001 
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is manifest in a greater emphasis on service to local bargaining units, 
which might include greater attention to relationships with manage
ment. 

Second, the size of the bargaining unit is significant and negative, 
indicating that the chief negotiator in a larger bargaining unit is less 
likely to report a mutual gains orientation in bargaining. This is in 
keeping with our original expectations since our field research 
indicated that smaller units feature highly interdependent roles and a 
more informal bargaining process. 

Five other structure variables were analyzed, none of which 
achieved statistical significance. The lack of a significant finding on 
the union variable suggests that perceptions of bargaining did not vary 
in systematic ways among union and management respondents. (Also, 
since we used only one survey per community and chose randomly 
among union and management responses where both were returned, 
this finding addresses one potential threat to validity. )  The nonsignifi
cant finding on the percent of budget allocated to public safety may 
suggest that the perceived tone of the bargaining is independent of the 
relative availability of resources. There was no observed difference 
between the city and township respondents, which is not surprising 
since both types of municipalities are diverse in structural characteris
tics. For example, while townships tend to be smaller than cities, there 
are many cities that are smaller than the larger townships. Two differ
ent measures were included for the level of experience at the bargain
ing table, one for management and one for labor. Neither was signifi
cant, which suggests that experience alone is not a determinant of the 
perceived tone of negotiations. 

Table 2 also includes a restricted model with three measures 
concerning the past labor-management relationship, two of which 
achieve significance at this stage in the analysis. This model suggests 
that the greater the number of times in which the parties have engaged 
in past contract negotiations, the more likely they will perceive a 
mutual gains orientation in their most recent negotiations. Not 
surprisingly, the more frequently past negotiations have not been 
resolved until interest arbitration, the less likely there is a perception of 
a mutual gains orientation. These findings confirm two important 
public-sector phenomena-first the validity of the maturity hypothesis 
and secondly the tendency for conflictual patterns to persist. The lack 
of a significant finding for past grievance arbitration is contrary to our 
expectations since we would anticipate a bridge between conflictual 
contract administration and collective bargaining tone. 
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Finally, three process measures concerning the current negotiations 
are included in the third restricted model listed in Table 2. Of these, 
the change in tone has a significant and positive influence. Where a 
negotiation is seen as having more of a mutual gains orientation than 
previous negotiations, then the process is seen as being mutual gains in 
nature (and vice versa). This suggests that negotiators do not have an 
objective standard for negotiations in mind, rather they judge their 
present experiences relative to the most recent past negotiations.7 Also, 
the number of sessions involved in the negotiations is negatively 
associated with mutual gains bargaining. This relationship most likely 
reflects the increased number of sessions associated with post-impasse 
procedures in the public sector (and we will see below that mutual 
gains negotiations are more likely to settle prior to impasse). 8 The mea
sure of intraorganizational consensus represents a partial test of the 
Walton and McKersie ( 1965) theory; however, the lack of significance 
suggests that the perceived tone in negotiations is independent of the 
perceived internal consensus prior to negotiations. 

The final set of regression results on the determinants of mutual 
gains negotiations are presented in Table 2 as the "unrestricted mod
el." The two structural factors continue to help explain the perceived 
tone of negotiations, as does the change in tone relative to past nego
tiations. Interestingly, the two past relationship variables (contract fre
quency and interest arbitration frequency) no longer achieve signifi
cance. We interpret these results as suggesting that the shift from past 
negotiations-more than the actual past experience-is the dominant 
factor in explaining the perceived tone of the present negotiations. 

I mplications of Bargaining Tone for Process Outcomes 

One final question to be addressed concerns the extent to which the 
tone of negotiations and the perceived shift from past negotiations 
influences the point in the bargaining process at which the parties 
settle. That is, does a mutual gains tone or a win-lose tone influence the 
likelihood of settlement prior to third-party intervention (by a 
mediator or arbitrator) . Similarly, how important is a shift in tone 
(relative to the last negotiations) in explaining settlement prior to third
party intervention. 

Two logistic regression models were constructed (see Table 3). 
One included the current bargainng tone and a set of control variables, 
while the other included the change in tone with the same set of 
control variables. 9 The dependent variable in both cases is bivariate, 
with the null category being settlement prior to intervention by a third 
party. 
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TABLE 3 
Implications of Bargaining Process and Change in Tone 

for Point of Settlement 

Logistics Regression Models 
(Dependent Variable 0 = Before/l = After Third-Party Intervention) 

MUTUAL GAINS 

WIN-LOSE 

POLICE 

BARG SIZE 

PERCENT 

CITY 

TENURE UN PRES 

TENURE LR RESP 

ARB PER CAP IT A 

CONTRACT FREQ 

INTEREST ARB FREQ 

CHANGE TO MORE 
MUTUAL GAINS 

CHANGE TO MORE 
WIN-LOSE 

BARG SESSIONS 

PRECONSENSUS 

CONSTANT 

Model X2 
D Statistic 

• p < . 10; •• p < .05; 

Bargaining 
Process 
Model 

Coefficient 
(S.E.) 

-o.323 
(.407) 

-0.123 
(.467) 

-o.073 
(.292) 

-0.005 
(.007) 
0.028 
(.018) 

-o.513 
(.387) 
0.030 
(.077) 

-o.021 
( .042) 

-4.182 
(3.137) 

-O.o78 
(1 . 149) 
2.038 

(4.289) 

0.844 " " "  
(.266) 
0.307 
(.404) 

-3.237 " "  
(1 .274) 
31.75" . 

.24 
N = 102 

• • •  p < .001 

Change in 
Tone 
Model 

Coefficient 
(S.E.) 

-0.026 
(.305) 

-0.006 
(.006) 
0.024 
(.018) 

-0.389 
(.385) 

0.050 
(.082) 

-0.012 
( .044) 

-4.508 
(3.442) 
0.668 

(1 .202) 
3.176 

(4.631) 
-o.835" " 

(.371) 
0.853" " 
(.396) 
0.828" " 
(.277) 
0.070 
(.431) 

-2.970" "  
( 1 .291) 
35.02" " "  

.26 
N = 100 
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The first model indicates that the perceived tone of the current 
negotiations is not a significant predictor of the point of settlement. 
This includes both the cases where the tone was seen as mutual gains 
in orientation and the cases where it was seen as win-lose (suppressing 
the mixed cases) .  The only variable that achieves statistical signifi
cance is the number of sessions, which is not surprising since third
party intervention only occurs at later stages of bargaining.10 Thus, the 
perceived tone of the bargaining, in itself, does not help predict 
whether an agreement will be reached prior to third-party involve
ment. 

The second model is exactly parallel to the first, except that the 
change-in-tone variables have been used instead of the descriptions of 
the current tone. In this case we again see that the number of sessions 
is a significant predictor of third-party involvement. Far more 
interesting, however, is the significant relationships found both where 
the current negotiations are more win-lose in tone and where they are 
more oriented toward mutual gains. As we would predict, those 
negotiations that had shifted to become more oriented toward mutual 
gains were also significantly more likely to settle prior to third-party 
involvement (as is indicated by the negative coefficient) . As well, 
those negotiations that had shifted to become more win-lose in tone 
were significantly more likely to require the involvement of a 
mediator or arbitrator in order to come to a settlement (as is indicated 
by the positive coefficient) .  

Taken together, the two models suggest that the actual tone of a 
negotiations is less important than the contrast between current and 
prior negotiations.U Further, shifts in the tone of negotiations are truly 
pivotal; a positive shift toward a mutual gains orientation can be a 
powerful lever in achieving settlement prior to impasse, while a 
negative shift toward a more win-lose orientation increases the likeli
hood of impasse and third-party involvement. 

Conclusion 

This research represents an initial investigation into the determi
nants and consequences of the tone of public-sector collective bargain
ing. Since it is the first investigation of its kind, the results must be 
interpreted with caution. Many of the measures have been developed 
specially for this survey and the generalizability beyond Michigan 
would need to be assessed on a state-by-state basis. 

Still, our research suggests that a mutual gains tone of the nego
tiations is the product of structural factors such as bargaining unit 
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size and police (rather than fire) negotiations. Moreover, while some 
past patterns (such as the maturity of the relationships and the 
experience with interest arbitration) initially seem to account for a 
mutual gains tone, these factors lose their significance when we take 
into account the degree to which the present negotiations represents a 
shift in tone in comparison to past negotiations. 

In examining the consequences of the tone of negotiations, the 
specific tone is not significant in determining the point of settlement. 
However, shifts in tone prove to be powerful predictors, both in the 
positive sense of predicting settlements prior to third-party involve
ment (if the shift is towards mutual gains) and in the negative sense in 
predicting delays until third parties become involved (if the shift is 
toward a win-lose tone) .  

These exploratory findings highlight the importance of under
standing shifts in the tone of negotiations. Clearly, further longitudinal 
research is called for in order to trace shifts in tone over time. Given 
the reduced cost and speedier results associated with the private 
resolution of disputes prior to third-party involvement, then these 
findings reinforce the importance of promoting movement toward a 
more mutual gains orientation. 
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Endnotes 

1 The wording of the questions for this item (TONE) was: Based on the bargaining 
in the most recent negotiations, how would you characterize the tone or atmosphere of 
the bargaining around the following matters: the wage settlement? (mean = 2.0; 
s.d. = [ .73] n = 139}; health care benefit provisions? (1 .9 [.72] n = 130}; work time 
arrangements (shift assignment, overtime allocation, hours of work, etc.)? (2.1 [.77] 
n = 120}; promotion policies and procedures? (2.1 [.75] n = 107). 

2 The wording of the question for this item was: Approximately how many contracts 
has the local union negotiated with the municipality?-which was then divided by the 
age of the bargaining relationship to produce the variable (CONTRACT FREQ)
Mean (Standard Deviation) = 0.45 (.36). 

3 The wording of the question for this item was: How many times has an impasse in 
negotiations been settled through an arbitration decision?-which was divided by the 
number of contracts negotiated to produce the variable (INTEREST ARB FREQ}
Mean (Standard Deviation) = .05 ( 1 .0). 
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' The wording of the question for this item (BARG SESSIONS) was: During the last 
negotiations, approximately how many official negotiating sessions were there? Scale: 
1 = fewer than 5 (25i), 2 = 6-10 (4li), 3 = 11-15 (18i), 4 = 16-20 (8i), 5 = more than 20 
(8i). 

5 The wording of the question for this item (PRECONSENSUS) was: In going into 
the last negotiations was there strong consensus (=1 ) ,  mostly agreement (=2), mostly 
disagreement (=3) , or deep divisions (=4) among aD the constituents on your side? (The 
same question was asked across the same four issues listed in the measure of the tone of 
negotiations.) The Cronbach's Alpha for this four-item scale was .77 and the overall scale 
mean was 1.81 (.64). 

6 The wording of the question for this item (CHANGE IN TONE) was: How would 
you characterize the bargaining in the most recent negotiations compared to the 
previous couple of negotiations? 1 = more oriented toward win-lose (29.8i), 2 = about 
the same combination of mutual gain and win-lose (42.6i), and 3 = more oriented 
toward mutual gain (25.5i).  

7 Of course, these findings must be interpreted with caution since both variables 
were collected via a single instrument and concern similar constructs. In later analysis, 
however, we will see that the two concepts are distinct. 

8 It is of note, however, that there is a perception among some practitioners that 
mutual gains bargaining involves more sessions in the private sector, an issue that bears 
further investigation. 

9 These two factors were not included in the same model since our prior analysis 
demonstrated that one was a significant predictor of the other-suggesting a high degree 
of collinearity. 

10 This finding is significant in challenging popular notions that parties who 
anticipate settlement under the auspices of a mediator or arbitrator will only engage in 
minimal prior negotiations. 

l l  The fact that "change in tone" is significant, while "tone" is not (in two separate 
models), suggests that they are distinct phenomena, reducing concerns about common 
method bias in our earlier analysis. 
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What Have U n ions Done? 
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The Committee on the Evolution of Work (CEW) was formed by 
the AFL-CIO Executive Council in August 1982 to examine changes in 
the American labor force and to recommend internal union reforms 
that would help invigorate the union movement. The CEW, made up 
of national union leaders and academicians, issued its first report in 
1983. "The Future of Work" (CEW, 1983) reviewed and evaluated 
significant changes in the labor force, technology, and industry. The 
second report, "The Changing Situation of Workers and Their Unions" 
(CEW, 1985) , offered several suggestions for internal union reform. 
This second document has received a great deal of attention within the 
academic community, with numerous articles making references to 
the report's findings and recommendations. Just how widely national 
unions have embraced the CEW report is less clear. This paper sheds 
light on this issue by comparing major CEW recommendations with 
the responses of national union leaders and staff members to a recent 
survey. 

The National Union Survey 

The data for our analysis come from the National Union Survey 
(NUS) . The NUS, undertaken with the support of the AFL-CIO, 
collected national union leaders' and staff members' responses to a 25-
minute telephone survey conducted by the Iowa Social Science 
Institute in July and August of 1990. The survey resulted in 275 
interviews with representatives of Il l national unions. Seventy-four 
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percent of the 150 national unions in the target population completed 
at least one interview, including 86 AFL-CIO affiliates. 

The NUS was designed to measure several attributes of national 
unions including strategies, centralization of decision making, 
administrative structure, environmental scanning, and perceived 
effectiveness. The survey also queried respondents on the degree to 
which they used various methods and techniques in organizing and 
servicing their members. Sixty-eight percent of the responding 
national unions completed multiple interviews. For questions that 
involved opinions or estimates, a union-level response was obtained by 
averaging the responses of individuals from the union in question. For 
other questions, where only one "correct" answer could exist (such as 
the existence of an associate membership program), union-level 
responses were assigned using one of three methods. For about 75 
percent of all union-level "assignments," the multiple respondents all 
agreed or there was only one respondent. Absent consensus, a majority 
rule was used. Roughly 15 percent of all union-level data assignments 
used the majority rule. Finally, in cases of ties, respondent job titles 
and the nature of the question were used to assign the union-level 
response. In general, higher ranking officials' views were given greater 
weight than lower ranking officials' views, although respondent 
expertise was also a factor where respondents were of comparable 
rank. For some items the sole union respondent was unable to provide 
the information requested, resulting in a reduction in the number of 
cases available for analysis. 

It must be stressed that responses to the NUS provide a "snapshot" 
of national unions as of the summer of 1990. Inferences about the 
degree to which national unions have embraced the CEW report are 
made by comparing responses to the NUS with selected CEW 
recommendations. Because some unions may have used such 
techniques prior to the CEW report, examination of the NUS almost 
certainly overstates the report's influence on national union practice. 
Analysis of the NUS does, however, provide evidence on the degree to 
which national unions view the CEW recommendations as consistent 
with good union practice. 

Embracing the CEW Report 

The CEW report made recommendations regarding new methods 
for advancing worker interests, membership participation, relations 
with the media, union organizing, and union structural change. Many 
of the specific recommendations were interrelated and designed to 
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meet multiple objectives. In addition, some of the specific recommen
dations focused on AFL-CIO reform, while others encouraged affili
ates to institute change. It is this latter set of changes that interest us, 
although AFL-CIO reforms designed to encourage national union 
change will also be briefly discussed. We focus on five specific CEW 
proposals that can be addressed using the NUS: (1) establishing new 
membership categories and direct benefits to members, (2) increasing 
the use of corporate campaigns, (3) improving member participation 
in their unions, (4) improving organizing, and (5) union structural 
changes. While not an exhaustive list of CEW proposals for national 
union reform, these topics represent the bulk of the committee's 
recommendations. 

New Membership Categories and Direct Benefits to Members 

Based on responses to the Union Image Survey and early field 
experiments, the CEW report concluded that a significant number of 
nonunion workers desired a form of union representation different 
from the traditional collective bargaining model. To meet this de
mand, the CEW encouraged unions to establish a new membership 
category for workers outside organized bargaining units. It also sug
gested that unions consider creating a vehicle for offering direct 
services to members, both as an economic incentive for workers to join 
the new membership category and as a means of augmenting the 
benefits of traditional membership. 

Both of these recommendations were implemented by the AFL
CIO in 1986 when it established the Union Privilege Benefit Program 
(UPBP) corporation. The UPBP provides national unions with a 
"menu" of benefits to select in fashioning their own programs. UPBP 
offerings may be made available to traditional union members or they 
may serve as the foundation for the establishment of an alternate 
membership form outside the collective bargaining context, generally 
referred to as associate memberships (see J arley and Fiorito, 1990) . It 
is important to stress that although the UPBP provides development 
assistance and benefit administration, decisions concerning the nature 
and scope of any such programs are left up to the nationals. 

Table 1 reports the degree to which the national unions in our 
sample have implemented these recommendations. National unions 
report much more experimentation with direct services to members 
than with associate membership-like programs. Over half (53.1 
percent) of the national unions in our sample responded "frequent" or 
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TABLE 1 
Union Use of Associate Membership Programs and 

Direct Benefits to Members 

Not 
Used Infrequent Some 

U PBP-like Services 13.5Z 12.6Z 20.7Z 
Associate Member-

like Programs 60.6Z 15.6Z 16.5Z 

These new membership categories are used . . .  

a. to retain as members those about to retire or change 
jobs. 

b. to identify firms as potential organizing targets. 
c. to provide union supporters in failed election 

campaigns with a means of maintaining union 
membership on a permanent basis. 

d. to establish employee organizations with the 
expectation that they will evolve into unions. 

e. as a means to permit anyone who wishes to join the 
union the opportunity to do so. 

Frequent Extensive 

45.9Z 7.2Z 

3.7Z 3.7Z 

Percent 
"Yes 

75.6Z 
50.0Z 

60.5Z 

48.8Z 

55.8Z 

N = 1 1 1  

N = 109 

N = 41 
N = 42 

N = 43 

N = 43 

N = 43 

"extensive" when queried on their use of "service offers such as low
cost travel, low-interest credit cards, or buying services to attract and 
retain members." Only 7.4 percent of the national unions in our sample 
gave a similar response when asked, "How frequently has your union 
used nontraditional membership categories such as associate mem
bers?" 

Although 43 unions reported that they had established an associate 
membership-like program, this number is twice that reported by the 
AFL-CIO as operating in conjunction with UPBP ( Union Privilege 
Benefits News, 1989, p. 5). It appears that some nonaffiliates have 
similar programs (e.g., NEA), and that some AFL-CIO unions had 
established similar programs prior to the creation of UPBP (Sherer and 
Leblebici, 1990). 

It is also clear from the survey that unions employing associate 
membership-like programs do so for a variety of reasons. Most com
mon was using such programs as a means of retaining members about 
to retire or change jobs. Least common was using associate member
ships as a mechanism for establishing employee organizations with the 
hope that they would evolve into traditional local unions. It is also 
worth noting that about half of the unions with such a program use it 
rather indiscriminately, allowing anyone to join. 
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Increased Use of Corporate Campaigns 

Encouraged by early successes at J. P. Stevens and Beverly 
Enterprises, the CEW report recommended that unions expand their 
use of the "comprehensive" or "corporate campaign." Unions were 
encouraged to "develop the research and other capabilities needed to 
mount effective corporate campaigns" (p. 21 ) .  The committee 
commented that such campaigns could be used to secure neutrality 
agreements from employers in organizing campaigns and to assure 
good faith bargaining. 

To facilitate union efforts to institute corporate campaigns in 
organizing drives, the AFL-CIO created the Comprehensive 
Organizing Strategies and Tactics (COST) office in 1986 (Bureau of 
National Affairs, 1986). The COST office was relatively short-lived, 
but several AFL-CIO departments, notably the Food and Allied 
Service Trades (FAST) and the Industrial Union Department (IUD) 
provide member unions technical expertise and support, as does the 
AFL-CIO Strategic Approaches Committee. 

Responses to questions on union corporate campaigns are 
summarized in Table 2. It should be stressed that the term corporate 
campaign is notoriously ambiguous and respondents almost certainly 
differ in the meaning they assign to this term. Yet, according to our 
respondents, a considerable degree of corporate campaign activity has 
taken place in the last ten years. About 65 percent of the national 
unions in our sample claim to have initiated at least one corporte 
campaign over this period. As with the items reported in Table 1, 
considerable variation exists across unions, with 32.7 percent of the 
unions in our sample stating they have not engaged in any corporate 
campaign activity, while just over ten percent report more than 15 
campaigns over this period. It is significant to note that only half of all 
unions reporting some corporate campaign activity had developed in
house staff specializing in corporate campaign techniques. This 
suggests that for a significant number of campaigns technical support 
was offered by the AFL-CIO or outside consultants. 

Table 2 also discloses the situations in which unions used corporate 
campaign techniques. Unions that used the technique tended to do so 
in both organizing and bargaining disputes. Sizeable majorities 
reported using the technique in organizing drives, as a complement to 
strike activity or instead of a strike. A considerable minority of the 
unions that used the technique did so in an attempt to settle grievances 
under an existing agreement. It appears that unions see corporate 
campaign techniques as meeting a wide variety of situations. 
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TABLE 2 
Corporate Campaign Use 

How many corpo
rate campaigns 
has your national 
union initiated in 
last ten years? 

None 

32.7� 

1-5 

21 .8� 

Union has used corporate campaigns . . .  

6-10 

22.8� 

a. in an attempt to organize new bargaining units. 

b. after the initiation of a strike or lockout. 

c. during bargaining in the absence of a strike or 
lockout. 

d. in an attempt to settle grievances under an existing 
collective bargaining agreement. 

Does your national union have in-house staff 
specializing in corporate campaign techniques? 

Improved Participation by the Membership 

11-15 

15.8� 

> 15 

10.9� N = 101 

Percent 
"Yes" 

71.0� 
65.2� 

73.5� 

47.8� 

51.5� 

N = 69 
N = 69 

N = 69 

N = 69 

N = 69 

The CEW report stressed that a resurgence of the labor movement 
required greater participation in union affairs by the rank and file. 
After concluding that monthly membership meetings are not enough, 
the CEW report went on to suggest ways to improve rank-and-file 
participation in union affairs including: special labor event days where 
members and leaders could interact, opinion surveys to allow 
members to express their views to leaders, orientation and other 
membership programs, improved training for officers and staff, and 
greater rank-and-file involvement in organizing and political activities. 

Table 3 summarizes responses to the NUS on items related to 
greater membership participation. Considerable differences exist in 
the degree to which the national unions in our sample have used these 
techniques. Clear majorities of the national unions reported "frequent" 
or "extensive" use of rank-and-file members in organizing and in 
helping the union achieve its political goals. Significant minorities of 
the unions in our sample also report frequent or extensive use of 
membership surveys and formal programs to train staff. Few unions, 
however, make frequent or extensive use of education programs for 
members' families that try to describe the role and importance of 
unions in society. 
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TABLE 3 
Techniques Related to Membership Participation 

Rank-and-File 
Involvement 
in Organizing 

Rank-and-File 
Involvement 
in Politics 

Membership 
Surveys 

Programs to 
Train Staff 

Education 
Programs for 
Members' 
Families 

Not 
Used 

8.� 

4.5� 

6.3� 

10.� 

None 

22.� 

Infrequent 

12.7� 

10.9� 

24.3� 

18.� 

Very 
Infrequent 

29.4� 

A Greater Emphasis on Organizing 

Some Frequent 

14.5� 40.9� 

22.7� 40.9� 

29.� 35.1� 

30.9� 31.8� 

In-
frequent Frequent 

31.2� 14.7% 

Extensive 

23.6� N = I l l  

20.9� N = 1 10 

4.5� N = I l l  

9.a N = 110 

Very 
Frequent 

1.8� N = 109 

The start of the 1980s coincided with a marked decline in 
representation election activity. Chaison and Dhavale (1990, p. 369) 
reported that the average number of elections per year and the 
estimated net increase in union members as a result of election activity 
declined by more than 50 percent for 1982-87 relative to the 1975-81 
base period. The CEW report emphasized the need to reverse this 
trend and made several suggestions to expand and improve organizing 
activity. The committee stressed the importance of carefully 
identifying both organizing sites and organizers. It also encouraged 
experimentation with new methods including video technology and 
one-on-one organizing. 

The AFL-CIO took a significant step in implementing these 
recommendations when it created the Organizing Institute in May of 
1989 (AFL-CIO Executive Council, 1989, p. 8) .  The institute is 
charged with aiding unions in their attempts to coordinate organizing 
drives and has also embarked on a program to recruit and train 
organizers. Both classroom training and field experience with 
professional organizers is provided. Graduates of the program receive 
jobs with member unions. 
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Despite AFL-CIO encouragement, the number of representation 
elections continued to decline from 1985 to 1990 with only a modest 
increase in the union win rate (Bureau of National Affairs, various 
issues ) .  Furthermore, data from the NUS suggest that organizing still 
takes a back seat to servicing current members for many unions. Table 
4 reports that over two-thirds of the national unions in our sample 
"agree" or "strongly agree" that providing good representation to 
current members is more important than organizing new members. 
Similarly, 53.6 percent agree or strongly agree that their union's main 
concern was collective bargaining and that all other activities such as 
organizing (and political activities) are of secondary importance. 

Although a large percentage of unions still consider bargaining 
their central goal, the national unions in our sample report consider
able experimentation with the new organizing techniques endorsed by 
the CEW report. As reported in Table 1, many unions are offering 
direct services to their current members and such offerings should 
have at least a marginal impact on organizing success. Some unions 
also report using associate memberships as a means of attracting 
(rather than simply retaining) members, and roughly 20 national unions 
report using associate memberships as a means of identifying organizing 
targets. A large percentage of unions using corporate campaigns report 
they have employed them in organizing drives (see Table 2). 

While corporate campaigns and associate membership programs 
have received a great deal of attention in the popular and labor press, 
less talked about methods appear to have received more widespread 
acceptance. Large majorities of unions report extensive or frequent 
use of rank-and-file members in organizing (Table 3) and 
computerized data analysis to aid bargaining or organizing (Table 4) . 
In this latter instance, however, it is not known what percentage of 
unions in the sample use this technique exclusively in bargaining 
activities. A significant minority of unions also report frequent or 
extensive use of video or cassette tapes (see Table 4).  

Union Structural Changes 

The CEW seemed particularly concerned that many small affiliates 
had lost the ability to service their members, but that mergers had not 
always been done in an optimal fashion. To counter these problems, 
the CEW report proposed merger guidelines and encouraged the 
AFL-CIO to provide technical support to affiliates seeking mergers. 
For its part, the AFL-CIO has encourged but not pushed small unions 
to merge (AFL-CIO News, 1985) . Beyond these concerns, the report 
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Computerized data 
analysis to aid 
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TABLE 4 
Organizing Emphasis and Techniques 

Strongly 
Disagree 

0.9� 

4.5� 

Not 

Disagree Agree 

30.� 54.5� 

41 .8� 44.5� 

Strongly 
Agree 

13.6� 

9.U 

Used Infrequent Some Frequent Extensive 

10.� 21.8� 30.� 25.5� 11 .8� 

8.� 12.7� 14.5� 40.� 20.9� 

N = l lO 

N = l lO 

N = l lO 

N = llO 

noted that many national unions had not taken advantage of modern 
management, budget, and planning methods that allow for a more 
efficient allocation of union resources. National unions were 
encouraged to adopt both long-range strategic planning and better 
management techniques. 

Although the NUS did not query national unions on their attitudes 
toward mergers, Chaison's 1985 survey of union leaders in small unions 
(less than 50,000 members) found support for mergers is growing, with 
over half agreeing that mergers benefit small unions. A large number 
of union mergers took place between 1980 and 1984 (Chaison, 1986, 
p. 32) , and since 1985 several mergers involving small unions have 
taken place, including the Molders with the Glass, Pottery, Plastics and 
Allied Workers in 1988, the United Furniture Workers with the IUE in 
1987, and the Upholsterers with the Steelworkers in 1985, to name just 
a few. 

The NUS assessed union structure using a variety of items designed 
to measure internal communication, specialization, departmentaliza
tion, standardization, and formalization. Table 5 reports responses to 
questions relating to strategic planning and internal coordination, two 
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TABLE 5 
Strategic Planning Activities and Internal Coordination 

How accurately do the following statements describe your union? 

Specific efforts to 
anticipate changes 
in this union's en
vironment are un
dertaken on a 
scheduled basis. 

Specific individuals 
in this union are 
assigned responsi
bility for identify
ing environmental 
changes that af
fect this union. 

How well planned 
are the work 
assignments of the 
staff from differ
ent departments 
who work to-

Very 
Inaccurate 

0.0� 

2.n 

Extremely 
Well 

gether? 2.7� 

In this union, how 
well organized are 
the efforts of its 
many groups to
ward providing 
the best possible 
service to mem
bers and potential 

Very 
Perfectly 

members? 0.� 

Mostly Very Mostly 
Inaccurate Accurate Accurate 

30.9� 

2o.n 

Very 
Well 

26.4� 

Fairly 
Well 

29.n 

Fairly 
Well 

56.4� 

Not So 
Well 

55.9� 

56.4� 12.n N = 1 10 

57.n 18.9� N = 1 1 1  

Not S o  Not At 
Well AII Well 

13.6� 

Well 

13.5� 

0.9� N = llO 

Not At 
All Well 

0.0� N = 1 1 1  

union characteristics with obvious relationships to  the CEW report 
The national unions in the sample report a high degree of activity 
associated with strategic planning, although Stratton and Brown's 
(1989) survey suggests that only about 35 percent have formal strategic 
plans with specific goals. National unions tended to give themselves 
lower marks when it comes to coordination of activities- Over 50 
percent of national unions stated that work activities are planned and 
coordinated only fairly well at best 
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Discussion 

Roughly six years after the release of "The Changing Situation of 
Workers and Their Unions," the AFL-CIO has implemented virtually 
all of the CEW's recommendations. National unions (both inside and 
outside of the federation) have had a more uneven record. In general, 
national unions have embraced the CEW recommendations concern
ing member participation in union activities (particularly organizing 
and politics) and the provision of services directly to members. Many 
unions also report using corporate campaign techniques, although only 
half of those engaged in such activities report the development of in
house corporate campaign staff. The CEW recommendations con
cerning associate memberships, emphasis on organizing, and union 
structural changes have enjoyed less widespread support. Associate 
membership-like programs exist in only a minority of unions and even 
fewer appear to use them as a means of attracting new members. In 
addition, while unions report considerable experimentation with new 
organizing techniques, the aggregate level of election activity contin
ues to decline. Finally, although our data on union structural change 
are spotty at best, many national unions seem fairly critical of their 
own planning and coordination activities, and while many scan their 
environment, only about a third have formal strategic plans. Several 
unions have merged, but AFL-CIO per capita payment-based mem
bership figures for 1989 show about 30 AFL-CIO affiliates have less 
than 25,000 members. 

More importantly, there is evidence that national unions tend to 
adopt or ignore all or most CEW recommendations. lnteritem 
correlations between the various techniques reported in Tables 1-5 
range from .2 to .5, and a composite measure of these techniques has 
a Cronbach alpha of .79. Although it may be argued that this degree of 
interitem agreement is simply the result of AFL-CIO unions' desire to 
toe the federation line in telephone surveys, we believe more 
fundamental forces are at work. Our composite measure shows only a 
modest correlation with AFL-CIO affiliation (r = .20, p < .05) and 
seems to be more closely related to union size (r = .48, p < .01 ) and 
the breadth of issues dealt with by the union (r = .44, p < .01 ) .  We 
suspect that several environmental factors influence union adoption of 
CEW recommendations, including the degree of management opposi
tion the union faces and the percentage of its primary jurisdiction that 
is organized. A more comprehensive examination of why unions differ 
in the utilization of techniques endorsed by the CEW report seems 
warranted. In addition, although a growing body of literature has 
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examined the efficacy of some CEW -endorsed methods in achieving 
selected union goals, a more comprehensive examination of the impact 
of the CEW recommendations on union effectiveness is needed. 
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Str i kes a s  Col l ect ive Vo ice :  
Towa rds a n  I nteg rat ive Th eory 

of Str i ke Act ivity 

JoHN GoDARD 
University of Manitoba 

Few would disagree that strikes can have major economic and 
social consequences, not just for the parties directly involved, but also 
for third parties and the public in general. It is thus not surprising that 
strike activity over the years has been of central concern to 
policymakers and academics alike. Yet the literature on strike activity 
remains highly fragmented, characterized by a variety of research 
traditions, models, and hypotheses. This paper attempts to help 
remedy this lacuna as it pertains to the analysis of strike activity at the 
organizational or micro-level, proposing a conceptual framework for 
integrating this literature and, based upon this framework, a collective 
voice approach to the analysis of strikes. 

Three Traditions in Strike Analysis 

Any attempt to identify distinctive traditions in the analysis of 
strike activity is necessarily overstylized. For present purposes, how
ever, three traditions can be considered of importance: ( 1 )  the eco
nomic, (2) the behavioral, and (3) the political-economic. This section 
discusses and assesses these traditions, focusing upon their theoretical 
adequacy for explaining and analyzing variation in strike activity at 
the organizational level. 1 

The Economic Tradition 

Though the economic analysis of strikes includes both neoclassical 
and institutional approaches (see Cohn and Eaton, 1989) , the former 
has become predominant in recent years and is most relevant to the 
organizational level. Hence, it is of primary concern here. 

Author's Address: Faculty of Management, University of Manitoba, Winnipeg, 
Manitoba, Canada R3T 2N2. 
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There are a number of versions of the neoclassical model, but most 
derive from the Hicksian argument that because strikes are costly for 
both labour and management, it is in the interests of both to determine 
what the results of a strike would be if it occurred and then settle 
accordingly without a strike. However, negotiations can involve a 
considerable amount of uncertainty, complexity, and misinformation, 
making it difficult for one or both parties to determine precisely what 
the other's position is or the outcome of a strike will be. To the extent 
that this is the case, a strike is more likely. Thus, for example, Reder 
and Neuman (1980) argue that strikes are more likely in newly 
established relationships where a bargaining protocol has yet to be 
developed, while Cousineau and Lacroix (1986) argue that strikes are 
more likely where large complex units are involved or where there is 
uncertainty about the relative bargaining power of the parties. In turn, 
Tracy ( 1987) ,  Hayes ( 1984),  and McConnell ( 1989) argue that strikes 
provide unions with information about management's ability to grant 
concessions and hence redress information asymmetries about the 
firm's future profitability. Finally, Schnell and Gramm (1987) argue 
that strikes serve as learning experiences and have a "teetotaler effect," 
inducing the parties to be more realistic in subsequent negotiations. 

The neoclassical literature has done a great deal to advance our 
understanding of how both economic and organizational conditions 
affect the strategic interactions of the parties in the negotiating process 
and how this comes to be reflected in the likelihood of a strike 
(Franzosi, 1989). Not only does this literature provide an overarching 
frame of reference for explaining strike activity in general, it has also 
generated a considerable body of research analyzing variation therein. 
Yet, notwithstanding these contributions, the neoclassical model and 
research associated with it also suffers from a number of limitations 
(see Cohn and Eaton, 1989; Franzosi, 1989) . Two are of particular 
relevance to the present task. 

First, despite the theoretical merit of the neoclassical model as one 
general explanation for strikes, it proceeds from an unduly narro\\< 
conception of the rationale of strikes, generally assuming that both 
parties are concerned only with maximizing their econorr�c well
being, either in a single negotiation or over time. As such, it discounts 
the behavioral context within which negotiations occur and the role of 
affective and moral considerations which often lie at the heart of the 
decision to strike. While the parties undoubtedly consider the eco
nomic consequences of a strike, these consequences are by no means 
the only consideration (nor necessarily even the primary one) taken 
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into account when they decide to strike. Of particular importance, for 
example, are the militancy of workers and internal union politics, both 
of which receive short shrift in the neoclassical literature. 2 

Second, in addition to discounting the behavioral context, the 
neoclassical model does not adequately allow for the broader 
institutional context within which negotiations take place in capitalist 
economies. Unlike most other bargaining contexts, the employment 
relation is at law an asymmetrical social relation3 in which workers are 
in a position of subordination to managerial authority (Hyman, 1977, 
pp. 91-97; Godard, 1993b) .  Not only does this have important implica
tions for the affective and moral orientations of workers, it also means 
that the strike serves as a reactive device through which workers 
express discontent. 

The Behavioral Tradition 

As defined here, the behavioral tradition encompasses all those 
analyses that consider strikes to be motivated primarily by affective, 
moral, or micro-political considerations within a particular economic 
and social context. It is possible to identify three general variants 
within this tradition: the human relations or managerial, the micro
organizational/political, 4 and the structural. Human relations 
explanations attribute strikes and ultimately all industrial conflict to 
problems of mistrust and hostility arising primarily out of inappropri
ate managerial policies and practices; if management adopts 
"progressive" policies, more harmonious relations will result and 
strikes will be less likely. In contrast, micro-organizational/political 
explanations focus upon more specific behavioral impediments to 
negotiation of a settlement, attributing strikes to such things as internal 
union politics, inadequate authority among union or management 
negotiators, interpersonal hostility between union and management 
negotiators, and so forth (see Kochan and Katz, 1988, pp. 251-258).  In 
turn, there are essentially two variants of structural explanation. The 
first is associated with the "industrialism thesis" (Kerr et al., 1960), and 
argues that large scale, mass production firms are associated with 
higher levels of conflict and strike activity than are their smaller scale 
batch and process production counterparts, primarily because they 
engender more impersonal workplace relations and a more routine, 
monotonous work process within which workers lack control over 
their work (Woodward, 1965; Blauner, 1968) .5 The second is 
associated with the "dual economy thesis," advanced by structuralist 
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economists, and argues that firms in the monopolistic core sector of 
the economy emphasize stability and certainty over cost containment 
and efficiency, and hence are more prepared than firms in the com
petitive periphery to "buy" labour peace through generous conces
sions in bargaining (Galbraith, 1967). 

Though behavioral explanations often proceed from different 
underlying assumptions, they are by and large complementary, 
enabling us to go beyond the narrow focus of neoclassical models to 
encompass a variety of factors likely to affect the behavioral context 
within which negotiations occur and thus the willingness of either 
workers or management to undergo the costs of strike activity. The 
problem is that these explanations do little to enhance our overall 
understanding of strikes. A further problem (one which behavioral 
perspectives do have in common with neoclassical analysis, though 
perhaps less so), is a failure to adequately consider the broader 
institutional context within which negotiations occur in capitalist 
economies. This context is more fully accounted for by the political
economy tradition. 

The Political-Economy Tradition 

Most generally, the political-economy tradition focuses upon the 
broader sources of power and conflict embodied in political and 
institutional relations within the economy and society as a whole. 
Resource mobilization (Shorter and Tilly, 1974) and political exchange 
( Hibbs, 1978; Korpi and Shalev, 1980) theories of strike activity form 
an important part of this tradition: both proceed from the assumption 
that workers have real and legitimate grievances but engage in strike 
actions only when they have the resources to make such action 
worthwhile (resource mobilization) or when they lad .. direct access to 
political power (political exchange) (see Edwards, 1983; Franzosi, 
1989, pp. 353-356). However both are concerned primarily with 
variation in strike activity at the macro-level, conducting either 
longitudinal or cross-national research. More relevant to the present 
purpose is what can loosely be referred to as the radical perspective 
associated with Marxist and neo-Weberian analyses of work and 
employment relations. 

Radicals generally proceed from the assumption that fundamental 
conflicts underly the relationship between workers and management, 
deriving from the position of subordination within which workers find 
themselves and reflecting broader inequalities and conflicts between 
labour and capital (see Hyman, 1989, pp. 96-119) . For radicals, therefore, 
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the issue is not so much what causes conflict but rather what conditions 
facilitate worker consciousness of underlying conflict and thus cause it 
to surface. Thus, large-sized establishments are associated with 
conflict because they concentrate workers under one roof and 
facilitate a sense of class consciousness (Bibb and Form, 1977); mass 
production homogenizes workers (other things equal, see Edwards 
[1979] ) ,  also facilitating class consciousness; and favourable market 
conditions in the primary sector enable management to coopt or bribe 
workers and their leaders into the status quo-ultimately at the 
expense of secondary-sector workers. In tum, progressive manage
ment practices (if effective) serve to disguise underlying conflicts, 
acting as a means of indirect control (Friedman, 1977) . 

By addressing the broader institutional context within which 
negotiations take place and identifying the importance of underlying 
conflicts, the radical perspective provides a more satisfactory basis for 
strike analysis than either the economic or the behavioral tradition. Yet 
it remains undeveloped as an overarching theoretical model of 
variation in strike activity. At present it provides little more than a 
basis for strike analysis. 

Towards an Integrative Analysis 

Despite their theoretical inadequacies, each of the three traditions 
addressed to this point contributes substantially to the analysis of strike 
activity. Following Korpi (1981),  this section develops a three-tier 
conceptual framework for integrating these traditions and proposes a 
collective voice approach for understanding and analyzing strike 
activity. 

As depicted in Figure 1, the three tiers are: (1) the macro-political! 
institutional, which embodies political-economic explanations for 
strike activity and hence the implications of macro-level political and 
institutional arrangements for underlying conflicts and power 
relations; (2) the relational, which embodies behavioral explanations 
and the implications of managerial, organizational, and structural 
variables for the relations between labour and management; and (3) 
the interactive, which embodies neoclassical explanations and the 
implications of economic and organizational uncertainty for the 
interactions of the parties in negotiations. As also indicated in Figure 1 ,  
each level in the model underlies and feeds into the next. Thus, while 
information uncertainty (interactive tier) may have important a priori 
implications for the interactions of the parties (i.e., negotiations) ,  so do 
the behavioral relations between them, 6 as shaped by managerial, 
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organizational, and structural conditions (relational tier). In turn, 
macro-political and institutional conditions (macro-political/institu
tional tier) have implications for the behavioral context and ultimate
ly for negotiations through their implications for underlying conflicts 
and broader power relations. 

The model depicted in Figure 1 is useful for conceptualizing the 
relationship between macro-political/institutional, relational, and 
interactive considerations, and for integrating the different traditions 
in strike analysis. In essence it suggests that underlying conflicts and 
broader power relations have implications for the behavioral context 
within which negotiations occur, and that this context in turn has 
important implications for the negotiation process and ultimately 
strike activity. As such, any attempt to understand or analyze strikes 
that does not account for all three tiers in the model is at best partial. 

Though of use for integrating the three traditions, the framework 
itself does not provide a theoretical approach for understanding and 
analyzing strikes. To develop such an approach, it is useful to borrow 
the terminology of Freeman and Medoff ( 1986) and Ghilarducci 
( 1988) who view strikes as manifestations of collective voice by 
workers and their agents. There are three reasons for this. 

First, the decision to strike is by and large a unilateral decision by 
workers and their agents (see Cohn and Eaton, 1989, p. 653). Thus any 
analysis of strikes should focus on the determinants of this decision. 

INTERACTIVE 
TIER 

RELATIONAL 
TIER 

POLITICAL
INSTITUTIONAL 
TIER 

FIGURE 1 
An Integrative Framework 

����i���;��----. Negotations---• ��!�:;ty 
u""" .. '"ty 

I 
Managerial, Behavioral 
Organizational, _.... Context 
Sttno!m•l Cd"'· t 
Macro-Political/ Underlying 
Institutional ____. Conflicts, 
Conditions Broader Power Reins. 

This is intended as a conceftual framework for integrating the three traditions, not 
as a representation of empirica relations. As such, it is not meant to account for possible 
feedback loops, nor is it meant to imply a strictly deterministic model. 
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Second, because of the costs and uncertainties involved, virtually 
all strikes involve the mobilization of workers by appealing to their 
conceptions of fairness and legitimacy-not to their economic self
interests alone. As such, strikes are ultimately manifestations of collec
tive discontent, either in general or with management's unwillingness 
to grant concessions workers believe they are entitled to. 

Third, and most important, is the nature of the employment 
relation. As argued earlier, workers are in a position of subordination 
to management-a position which is not altered substantially by the 
right to engage in collective bargaining. As is the case in authoritarian 
states, workers cannot elect or appoint their rulers, and they have little 
or no legal right to participate in the legal governance of the 
organization for which they work. While there may be a number of 
ways to express their discontent, the strike serves as the primary means 
by which they can do so collectively. 

Following from this conception of strikes, it is possible to suggest 
a collective voice approach to strike analysis. Yet in proposing this 
approach, it is also important to recognize the importance of 
fundamental conflicts that underly the employment relation. These 
conflicts reflect broader labour-capital (i .e., investors of capital) 
conflicts endemic to modern capitalist economies. However, due to 
ownership prerogatives institutionalized in the form of property 
rights, these conflicts become internalized in the relationship between 
workers and managers, with the latter acting (more or less) as the 
"agents" of investors (see Godard, 1993b). Coupled with the asymmet
rical nature of the employment relation, this means that trust and 
legitimacy are invariably problematic and that striking (and conflict in 
general) is in effect a natural empirical tendency in capitalist econo
mies.7 In short, it is the institutional context of labour rebtlons in cap
italist economies that gives rise to strike activity, with strikes serving 
primarily as mechanisms of collective voice in reflection of the 
asymmetrical nature of the employment relation a:-:d conflicts 
underlying it. 

Discussion 

The collective voice approach proposed here is clearly within the 
radical political-economy tradition. However, it neither requires a 
Marxian class perspective nor suggests the kinds of radical institutional 
changes often associated with radical analysis. Of course by suggesting 
that conflict in general and the costs associated with it can be 
attributed in whole or in part to the institutional structure of the 
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employment relation, this approach suggests that major reforms to the 
nature of the employment relation (e.g. worker ownership) should be 
more actively considered than otherwise. But even here, whether one 
advocates such reforms or not has little to do with the value of the 
collective voice approach as a conceptual basis for understanding and 
explaining strike activity. 

More important, while this approach is grounded in the radical 
political-economy tradition, it is by no means antithetical to either 
behavioral or neoclassical explanations for strike activity. Because 
striking is an a priori empirical tendency, there is always some 
likelihood of strike activity. But the extent to which this tendency is 
realized is conditioned by and therefore can vary considerably with 
the factors identified in both the behavioral and the neoclassical 
literature. Thus, consistent with the three-tier model proposed above, 
the collective voice approach serves as a foundation for analyzing the 
factors associated with these explanations rather than as a basis for 
rejecting them. Indeed, in a forthcoming analysis (Godard, 1992) , the 
collective voice approach has been extended to develop propositions 
that incorporate both behavioral and economic explanations for strike 
activity. These propositions in turn serve as a basis for the multivariate 
analysis of variation in both the likelihood and duration of strike 
activity, drawing upon a unique data set from a survey of unionized 
Canadian firms. 

Endnotes 

1 The primary purpose of this section is not to provide a comprehensive review and 
assessment of the literature but to establish the basis �or the theoretical model. For 
somewhat more comprehensive reviews see Edwards ( 1983), Franzosi (1989), Kennan 
{1985), Cohn and Eaton (1989), Schnell and Gramm ( 1988), and Kervin (1988). 

2 It is plausible to argue that as the North American system of collective bargaining 
has matured, economic consequences have become increasingly important. But as 
anyone who has actually participated in, observed, or read a study of a strike knows, 
strikes can be highly emotional. So, of course, can the bargaining process. 

3 Contrary to asymmetric information models proposed by Hayes ( 1984), Tracy 
( 1987), and McConnell (1989), concern here is with the asymmetrical nature of the 
employment relation as a social relation and its implications for both the function of 
collective bargaining and the affective and moral positions of workers. 

4 Franzosi ( 1989) employs the term organizational/political to refer to political 
economic models. Thus the prefix "micro" in this paper. 

5 The Kerr and Siegal (1954) study can also be considered here, though they also 
identify some nonstructural explanations (e.g., community integration). 

6 Hostility, for example, can be expected to increase the level of uncertainty in 
negotiations (see Schnell and Gramm, 1987). 

7 This terminology is consistent with a theoretical realist philosophy of science, as 
discussed in Godard (1993a) . 
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DISCUSSION 

KAREN E. BoROFF 
Seton Hall University 

First let me make one brief comment. I thank all of you who 
contributed papers to this competition. Even for those papers that 
were not selected, I was nevertheless enriched by reading them. 
Furthermore, for the most part I have already been able to weave the 
thoughts and ideas that each of you are developing into my own 
classroom. 

Let me first comment on the Cutcher-Gershenfeld, et al. paper. 
The data set that the authors have developed is an excellent one. I 
commend them for the hard work and effort that was expended in 
order to develop a truly useful instrument. The authors' finding 
emphasizes the cumulative effects of the labor relation process, that is, 
that which happens in time "T + 1" is greatly dependent on what 
happened in time "T." 

I have two concerns about the paper. First of all, the authors note 
that they hold that their work is positive and not normative in purpose. 
But what can practitioners really use from this research to become 
more "mutually gains oriented?" We can't alter our bargaining unit size 
nor change our contract frequency. Yet these are the kinds of variables 
that appeared to have been significantly related to a mutual gains 
oriented tone. So, the positive advice that we find here is, in fact, hard 
to implement. 

But put aside this concern for a moment. Even if we could 
implement the kinds of notions that seem to predict a mutual gains 
orientation, the next question is, should we? By this I suggest that tone 
should be an independent variable in a model with the dependent 
variable being the outcomes of negotiations. 

Let me focus briefly on the Jarley, et al. paper. The authors have 
developed another fine data set. They note that the survey at hand is 
a snapshot of behaviors. What do we learn from their paper? Is the 
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labor movement invigorated by the Committee on the Evaluation of 
Work (CEW)? From several of the findings the authors report, it 
appears that labor organizations do not use the CEW tactics to entice 
new members to unions. And while we may be critical of the "agency 
fee rebate" court rulings that have come forth, in this study unions 
themselves separate out collective bargaining activities from all others 
in terms of importance. If unions dichotomize their work in such a 
manner it is natural to see why the judiciary would likewise do so. 

The real question before us is one of activities versus output. Even 
assuming some or full implementation of the CEW, would this, in turn, 
result in a more invigorated labor movement-or perhaps more 
members? We don't know this from the study. The next logical 
question is to investigate the effectiveness of these different programs 
and practices to see whether or not there are differences among labor 
organizations solely attributable to the implementation of the CEW 
recommendations. 

Let me close by commenting on the Godard paper. The author 
categorizes strikes in three different ways. However, his "slicing" of 
strikes caused me to recall Wheeler's earlier work entitled, "Will the 
Real Industrial Conflict Please Stand Up?" In 1982, Moore and Pierce 
also categorized strike models, but they drew different boundaries 
around the existing research. 

The question before us is : Are strikes a manifestation of collective 
voice? Consider this. In 1948, Ross put forth his work where he 
described unions as political institutions. He specifically outlined three 
actors in his model of labor relations: employers, employees, and 
unions. Furthermore, Ashenfelter and Johnson suggested that unions 
may in fact take on strikes to temper employees' wage expectations. 
This coupled with Ross' assertion causes us to question whether or not 
strikes are manifestations of collective voice. 

Let me continue. We read in the literature about how members 
have concerns about big labor. Northrup along with Hurd and Kriesky 
debated the PA TCO strike. One need only look at union constitutions 
to read about fines that are assessed members who do not participate 
in union activities. Do all these collectively suggest that strikes are 
manifestations of collective voice? The author asserts, and rightfully 
so, that the employment relationship is asymmetrical. I would assert 
too, however, that the union leader/member relationship is also 
asymmetrical. 

In examining the propositions that the author puts forth, union 
members have no individual and independent knowledge of 
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Propositions 2 and 3 except what they learn from their leaders. The 
author's Propositions 3 and 5 would be proposed respectively by Rees 
and Hicks. Furthermore, Proposition 4 discusses the more micro 
behavior that may be attributable to why strikes occur, somewhat akin 
to the Cramm/Schnell work on why individuals cross picket lines. If 
we are talking about individual behavior, as he seems to imply with 
Proposition 4, this tends to argue against strikes as manifestation of 
collective behavior. 

The author may not wish to account for all the reasons strikes 
occur, and that is certainly his privilege. However, it makes his theory 
less robust. Also, it seems to me that if the author wants to assert that 
strikes are a manifestation of collective voice, then the propositions 
that he constructs should more tightly flow from a collective voice 
theory. This does not appear to be the case before me. 

In closing I would recommend that this paper, as it is further 
developed, consider which types of strikes represent collective voice 
instead of "collective reaction" to someone else's order or agenda. 



DISCUSSION 

ANTHONY GILES 
University of New Brunswick 

The three papers selected for this session are strikingly different 
from each other. Flowing from three different analytical traditions
behavioralism, institutionalism, and radical political economy-the 
studies focus on three different levels of analysis, bargaining units, 
national unions, and theoretical constructs; use three different 
techniques, regression analysis of mail-in questionnaires, descriptive 
tabulations of phone survey results, and analytical-cum-epistemologi
cal reasoning; and, not very surprisingly, end on three different notes, 
a call for replication, a call for more in-depth study of the phenomena, 
and a call for primary research. 

With only a little oversimplification, the three papers might be 
contrasted in terms of Francis Bacon's portrayal of scientists as ants, 
spiders, and bees: "The men of experiment are like the ant, they only 
collect and use; the reasoners resemble spiders, who make cobwebs 
out of their substance. But the bee takes a middle course: it gathers the 
material from the flowers of the garden and of the field but transforms 
and digests it by a power of its own." Bacon, of course, was poking fun 
at the ants and spiders of science as a way of arguing the merits of his 
hypothetico-deductive bee. Pace Bacon, my comments are geared to 
showing that, just as a well-balanced ecological system needs ants, 
spiders, and bees, so we in the field of industrial relations need the 
methodological diversity which these three papers represent. 

Let's start with the paper by Jarley, Fiorito and Delaney on union 
responses to the report of the Committee on the Evolution of Work 
(CEW), a paper that I think deserves some sort of prize for relevance. 
In fact, it was the relevance of the issues with which the authors 
grapple-their concern with the organizational and strategic response 
of American unions to the fundamental transformations in the political 
economy of work relations in the 1980s-that made it stand out from 
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most of the other papers submitted for the session. Unfortunately, that 
is a sad comment on the drift in industrial relations research. As I look 
over the program of this conference, and over the contents of the main 
journals in our field, I am truly impressed with the sophisticated way 
in which we now wield the tools of empirical research, but at the same 
time I am worried that we are losing sight of the fundamental purpose 
of social scientific research. Instead of being guided by pressing social 
and political problems, especially those facing working people, our 
research is too often being driven by available techniques, accessible 
data sets, and research questions that are of interest only to ourselves. 

So because they have chosen to shed some light on a topic of vital 
importance, this paper is a godsend. That is not to say that it is 
faultless. In view of the avowed purpose of the paper, the authors 
might have actually looked for a linkage between the CEW report and 
union structures and policies (instead of merely inferring a 
relationship) .  I also question whether a telephone survey is the best 
tool to help understand changes in union structures and strategies 
(though as a first step it admittedly provides a breadth that detailed 
case studies cannot provide). Finally, I was a little disappointed by the 
weight of descriptive analysis; true, we are offered some interesting 
speculations at the tail end of the paper, but, like Bacon's ants, the 
authors don't attempt to relate their findings to broader theoretical 
issues of union behaviour. 

So, while Jarley, Fiorito, and Delaney walk off with the prize for 
relevance, the prize for theory must go to John Godard for his 
provocative thoughts on theories of strikes and how they might be 
integrated under the notion of collective voice. Godard's paper also 
floated to the top of the pile, not because of any lack of weight, but 
because it too was so different from all of the others that I read. Not 
only did its single-minded theoretical orientation set it apart, but also 
the fact that it dares to consider a perspective that is outside the 
mainstream of North American industrial relations research-the 
political economy or "radical" paradigm. Moreover, although he 
strives mightily to build bridges between the three different traditions 
of strike analysis, his proposed integration is in fact firmly rooted in 
political economy. And this, frankly, is a breath of fresh air in a 
discipline whose gatekeepers have long been loathe to admit that the 
political economy perspective might have something useful to 
contribute. 

This is not to say that, by being refreshing, Godard is thereby 
always convincing. For instance, although I sympathize with his 
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efforts to move beyond overly narrow theories of strikes, he has not 
spelled out in a clear enough way his criteria for evaluating theories; 
indeed, at times he unfortunately seems to evaluate each in terms of 
the assumptions of one of the others, finding fault in them for not 
doing what in fact they are not intended to do. I would also suggest 
that the integration of very different theoretical traditions is a terribly 
delicate task that must take better account of the ideological and 
methodological differences between the three approaches. Lastly, the 
paper is spider-like in its near complete inattention to empirical 
questions. Such a novel approach needs more than a brief reference to 
the need for first-hand collection of firm-level data. This is not to insist 
on some crude empiricist approach to operationalization of variables 
and quantitative testing; but I would suggest that the web of argument 
that Godard has spun would be strengthened by a more detailed 
consideration of the empirical challenges inherent in his approach. 

This leads to the third paper. Cutcher-Gershenfeld, Bodah, and 
Terry have steered a neat course between theory and empirical 
research and certainly deserve the prize for research design. Indeed, 
their study is a wonderful example of how to derive research questions 
from theory, how to choose a set of methods to explore those 
questions, how to remain sensitive to the qualitative information that 
lurks outside of the statistical data, and how to carry it all off with care 
and modesty. In addition to its intrinsic interest to those studying 
similar phenomena, the paper would serve as a good model in showing 
students how to design and conduct research. 

One of the reasons why this paper would be such a good teaching 
device is because it is a classic example of "normal science" in the 
Kuhnian sense. In other words, the study is founded on a widely 
accepted conceptual base, the behavioral theory of negotiations, and 
within this framework it takes two streams of well-established 
research-mutual gains bargaining and public-sector negotiations
and derives and tests a set of questions that are meant to add to our 
base of knowledge about these issues. 

As I implied earlier, I have no significant criticisms of the paper 
itself; but I am uneasy about its basic purpose. To put it another way, 
like any exercise in normal science, it rests on a set of underlying and 
partially hidden premises, assumptions, and value judgements that are 
given virtually no explicit attention. Take, for example, their principal 
finding that a shift in the tone of negotiations affects the stage at which 
the negotiations are settled. The only hint given in the paper as to why 
this might be consequential to anyone other than academics is a 
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fleeting reference to private resolution of disputes being preferable to 
third-party involvement. Philosophical premises such as this are en
tirely appropriate; indeed, all normal science is ultimately animated by 
such considerations. The trouble is that, having achieved the status of 
an accepted truth, they are rarely subjected to critical scrutiny. In this 
case, might it not be argued that the substantive outcome of 
negotiations is a more important result (and hence a more interesting 
dependent variable) than the stage at which settlement is reached? 

But this quibble should not obscure the high quality of the research 
conducted by Cutcher-Gershenfeld, Bodah, and Terry. Indeed, each 
of the papers in the session should be praised as a well-crafted exercise 
in a particular type of industrial relations research. Moreover, taken 
together they suggest the rich diversity of which our field is capable. 
But to attain that richness we need to strive to remain open-open to 
the concerns of those whom we presume to study, open to the 
experience of other nations, open to methodologies that differ from 
the model of science that now seems to dominate our field, and open 
to ideologically animated debate. Such a commitment to intellectual 
openness, I would argue, is just as important to the task of breathing 
new life into the field as are the organizational and structural 
challenges enumerated by Jim Stern in his presidential address earlier 
today. 



XX . CO NTR I B UTE D PAP E R S 

H U M A N  R E S O U R C E S  

The Dete r m i n a nts of  N o n u n i o n  
G r i eva nce a nd Arb itrat ion 

Proced u res 

JoHN THOMAS DELANEY 
University of Iowa 

PETER FEUILLE 
University of Illinois 

For decades the conventional wisdom emphasized that grievance 
and arbitration procedures were creatures of unionized workplaces 
(Freeman and Medoff, 1984; Slichter, Healy, and Livemash, 1960) . 
However, recent evidence indicates that grievance and arbitration 
procedures have become more widespread among nonunion 
employers than once thought (lchniowski and Lewin, 1988; McCabe, 
1988) . In this analysis we examine several factors which are associated 
with the existence of these procedures in the nonunion private sector. 

One of the articles of faith in American union-management 
relations is the desirability of including grievance and arbitration 
procedures in labor contracts (Slichter, Healy, and Livernash, 1960) .  
This conventional wisdom reflects the fact that for the past 40 years 
these procedures have been almost universal in private sector labor 
contracts (U.S.  Bureau of Labor Statistics, 1951, 1953, 1964, 1981) .  

The nonunion arena, which now encompasses about 87 percent of 
all private sector wage and salary employment (U.S.  Bureau of Labor 
Statistics, 1991) ,  presents a very different picture. In the absence of 
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government compulsion and union pressure to adopt grievance pro
cedures, nonunion private employers are free to offer no such proce
dures to employees. Even after the large-scale emergence of unions in 
the late 1930s and the 1940s, surveys revealed that only small propor
tions of firms had adopted grievance procedures for their nonunion 
employees. For instance, a 1954 survey reported that 22 percent of 284 
firms had established "formal grievance procedures" for their 
nonunion "hourly workers" and only 9 percent of 454 firms had done 
so for their "salaried employees" (National Industrial Conference 
Board, 1954) . 

More than 30 years later this portrait has changed. A 1986-87 survey 
of human resource (HR) policies in American "business lines" (usually 
divisions or subsidiaries of U .S .  corporations) found that about half of 
495 responding firms provided "formal complaint resolution systems" 
for their nonunion employees (ranging from 44 percent coverage for 
managers to 49 percent coverage for clerical employees to 53 percent 
coverage for production employees [Ichniowski and Lewin, 1988)) .  
Further, about 20 percent of the respondents with these procedures 
reported that "binding third-party arbitration" is the last step in the 
procedure, which means that about one-tenth of these respondents 
provide arbitration for at least some of their nonunion employees 
(lchniowski and Lewin, 1988) . 

If these 1954 and 1986-87 surveys are reasonably representative of 
the extent to which nonunion employers granted their employees 
access to formal grievance and arbitration procedures, they suggest 
that these nonunion procedures are more widespread now than three 
or four decades ago. What is less clear, though, is why some nonunion 
employers have adopted these procedures and others have not. 
Accordingly, an examination of the factors associated with the 
existence of these procedures should help explain why they exist in 
some workplaces and not in others. 

Analytical Framework 

Our analytical model is based upon previous research. Specifically, 
we are interested in isolating organization and industry characteristics 
that prior research has suggested may be associated with the existence 
of formal nonunion grievance and arbitration procedures. We are 
particularly interested in examining the belief that nonunion grievance 
procedures are a union avoidance mechanism. 

We group our independent variables into four categories. The first 
category deals with the union avoidance rationale. Previous research 
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and commentary has emphasized that a key reason (sometimes the key 
reason) that nonunion employers adopt grievance procedures is to 
remain nonunion (Berenbeim, 1980; Curtin, 1970; Freeman and 
Medoff, 1984; Scott, 1965) . Accordingly, we include one direct and 
three indirect measures of union avoidance. Our direct measure is the 
employer's response on a five-point scale that ranged from (1) "not 
important" to (5) "very important" to the question: "How important is 
it to your business to maintain the nonunion status of your 
nonunionized employees?" This union avoidance attitude measure 
should be positively associated with the existence of grievance 
procedures if the union avoidance rationale is valid. 

The three indirect measures are (a) the presence/absence of 
unionized employees elsewhere in the firm (many respondents were 
"double-breasted" firms with some unionized employees) , (b) the 
percent unionized in the respondent's industry, and (c) the percent of 
the firm's employees who are managers and professionals. The first 
two of these are proxies for the probability of the respondent's 
nonunion employees becoming unionized, and the third is an inverse 
proxy for the probability of the respondent's nonunion employees 
becoming unionized. If firms install these procedures to keep their 
nonunion employees nonunion, the industry unionization variable 
should be positively associated with these procedures and the percent 
of managers/professionals should be negatively associated with these 
procedures. The association between unionization elsewhere in the 
firm and grievance procedures is more difficult to predict, for the 
union avoidance rationale could lead to a positive or negative correla
tion. On the one hand, a positive association could occur because firms 
with some unionized employees provide complaint systems to their 
nonunion employees to keep them nonunion. A positive association, 
however, could indicate a spillover effect, whereby firms provide 
complaint systems to their nonunion employees because they provide 
grievance procedures to their unionized employees. On the other 
hand, a negative association could indicate that firms with no 
unionized employees adopt grievance procedures in order to remain 
nonunion. 

Our second category deals with firm characteristics. Large 
employers are reputed to be more likely to have grievance procedures 
than small ones (Scott, 1965; Bureau of National Affairs, 1979),  so we 
expect a measure of firm size (the logarithm of the number of 
employees) to be positively associated with these procedures. We also 
include the logarithm of assets per employee to see if capital-intensive 
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firms (controlling for size) are more or less likely to have these 
procedures. This variable permits an approximate test of the idea that 
capital-intensive firms have an incentive to treat fairly their human 
resources who use these capital resources. Similarly, we include the 
average age of the respondent's establishments to test the notion that 
firms with newer facilities may be more likely than older firms to 
make increased investments in their human resource systems (Kochan, 
Katz, and McKersie, 1986) .  

Another firm characteristic deserves special mention. Recent 
research suggests that some firms value their human resources and 
concomitantly the HR (personnel) function more than do others 
(Ewing, 1989; Kochan, Katz, and McKersie, 1986; Peters and 
Waterman, 1982). Nonunion firms that view the HR function as more 
rather than less important also may be more rather than less likely to 
adopt grievance procedures. Accordingly, we include what we call an 
"HR value measure," which consists of the firm's response on a seven
point scale that ranged from (1 )  "never" to (7) "always" to the ques
tion: "Are human resource executives included in the business planning 
process for your business?" This variable should be positively associ
ated with the dependent variables. 

Our third category of variables includes two occupational mea
sures to determine if employers are more likely to implement griev
ance procedures for some occupational groups than others (National 
Industrial Conference Board, 1954) . We include dummy variables rep
resenting production/manufacturing workers and clerical workers. 
Professional employees comprise the reference category for these oc
cupational comparisons. We will examine managers in a separate anal
ysis. 

The final category of independent variables consists of two indus
try characteristics. The first is a dummy variable that measures wheth
er the respondent is a manufacturing firm. One survey found that man
ufacturers were more likely than other types of employers to have a 
formal grievance procedure (Scott, 1965), but another survey found 
that they were less likely (Bureau of National Affairs, 1979) . The sec
ond is a dummy variable that indicates whether the respondent is a 
"high-technology" firm. This variable equals one if the respondent is in 
a manufacturing industry which Bartel and Lichtenberg (1987), using 
the ratio of research and development expenditures to sales, classified 
as high technology. This variable assesses whether high-technology 
firms have been more or less likely than other firms to implement such 
employee-favorable HR policies as formal grievance procedures. 
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The conceptual model examines the existence of formal nonunion 
grievance procedures. In addition, we use the same model to examine 
the existence of arbitration in these nonunion firms. 

Data Collection 

The data analyzed here were collected in the 1986-87 survey of HR 
policies and practices in American "business lines" mentioned earlier. 
Descriptive data about the 495 responding firms have been presented 
elsewhere and will not be repeated here, except to note that 
respondents tended to be large firms (Delaney, Lewin, Ichniowski, 
1989) . The survey form asked respondents various questions about the 
union/nonunion status of their production, clerical, professional, and 
managerial employees, the existence of "formal grievance procedures" 
for their unionized employees and "formal complaint resolution 
systems" for their nonunion employee groups (we call both types 
"grievance procedures"), whether these procedures included "binding 
third-party arbitration," and when any such procedures were 
established. Respondents also were asked about the importance of 
union avoidance and about the importance of the HR function. In 
addition, financial data were collected for each respondent from 
Standard and Poor's Compustat data base. 

Results 

Because the survey form asked respondents to supply grievance 
procedure information for four occupational groups (managers, 
production, clerical, and professional employees) ,  each respondent/ 
occupation is a unit of observation. Because a single firm could supply 
up to four observations, there are more than 495 observations in the 
grievance portion of the analysis . The results for both grievance and 
arbitration procedures are presented in Table l .  

Looking first at the column ( 1 )  coefficients on the existence of 
grievance procedures covering nonmanagerial employees, there are 
mixed results for the idea that nonunion firms adopt these procedures 
primarily for union avoidance reasons. Most noticeably, the union 
avoidance attitude measure is negatively (though nonsignificantly) 
associated with the existence of these procedures. Similarly, increases 
in the percent unionized in the respondent's industry (a measure of the 
threat of being unionized) show no relation to the existence of a 
grievance procedure. Also, increases in the proportion of the firm's 
employees who are managers and professionals (an inverse measure of 
the likelihood of becoming unionized) are positively and significantly 
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TABLE 1 
The Existence of Nonunion Grievance and Arbitration Procedures 

(Logit results) 

Nonunion Employees 

( 1 )  (2) 
Grievance Binding 
Procedure Arbitration 

Constant -3.3714 ° 0 0  2.6398 
(.6939) (1 .7444) 

Union Avoidance -.0316 .2609" 
Attitude (.0658) (.1481) 

Percent Union in .0030 .0142" 
the Industry (.0041) (.0079) 

Some Unionized -1.0271" • •  .4849 
Employees in Firm ( .2384) (.4543) 

Percent of Employees .0102" . -.0010 
who are Managers ( .0044) (.0092) 
and Professionals 

Firm Size (log) .3593" • •  -.553o · · ·  
(.0548) ( .1336) 

Assets �er . 0256 -.2754 • •  
Emp oyee (log) (.0590) ( .1154) 

HR Value Measure .2001" • •  -.0243 
(.0435) (.0964) 

Average Establishment -.0169 .0132 
Age (.0109) (.0243) 

Production Workers .2500 -.0912 
( .2096) (.4300) 

Clerical Workers .0069 .1037 
(. 1874) ( .3883) 

Manufacturing Firm .0196 -.8994° 0  
(.1812) ( .3952) 

High-Technology Firm -1.1160° 0 0  1 .8989 ° 0  
(.4136) (.9448) 

Chi Square 99.2° 0 0  30.1 " • •  
Sample Size 727 228 

Note: Standard errors are in parentheses. 
• • • p  < .01; • • p  < .05; "p < .10 (two-tailed tests) . 

Managers 

(3) 
Grievance 
Procedure 

-3.8299 ° 0 0  
(.9418) 

.0036 
(.0067) 

-1.2183" . 0 

( .3589) 
.0119° 

(.0069) 

.3246° 0 0 
(.0851) 
.0826 

(.0899) 
.2124" • •  

(.0717) 
-.0109 
(.0175) 

-.2137 
(.2958) 

-1.1377 
(.7314) 

42.4· · ·  
292 

associated with the existence of nonunion grievance procedures. 
Moreover, firms that have some unionized employees ("double
breasted" firms) are significantly less likely to have nonunion 
grievance procedures than completely nonunion firms. These four 
coefficients, taken together, offer only limited support for the widely 
accepted notion (Berenbeim, 1980) that firms adopt nonunion 
grievance procedures primarily for union avoidance reasons. 
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Other column (1) results indicate that particular types of firms are 
more likely than others to have these procedures. The firm size 
coefficient indicates that larger firms are more likely than smaller 
firms to have these procedures, a result which confirms prior research 
(Scott, 1965; Bureau of National Affairs, 1979). Perhaps not surprising
ly, firms that place sufficient strategic importance on the HR function 
(HR executives are included in the planning process-the HR value 
measure) are significantly more likely to have nonunion grievance pro
cedures than firms that attach less importance to the HR function. In
terestingly, firms in high-technology industries are significantly less 
likely than nonhigh-technology firms to have formal grievance proce
dures. Also, manufacturing firms are neither more nor less likely than 
other firms to have access to these procedures, and production and 
clerical workers are neither more nor less likely to be covered by these 
procedures than professional employees. 

We turn next to the column (2) results dealing with the existence of 
binding arbitration in the firms that reported having formal grievance 
procedures, again for nonmanagerial employees. Because only a frac
tion of respondents reported having arbitration, the sample size for 
this portion of the analysis is much smaller. The arbitration results are 
not particularly consistent with the grievance procedure results. For 
instance, the existence of arbitration is positively (though weakly) as
sociated with the self-reported importance the firm attaches to union 
avoidance, and arbitration also is positively (again weakly) associated 
with the percent unionized in the industry. These two coefficients sug
gest that the union avoidance rationale may play more of a role in a 
nonunion firm's willingness to adopt arbitration than in its willingness 
to implement grievance procedures. 

Directly contrary to the grievance procedure results, the column 
(2) firm size coefficient suggests that small firms rather than large 
firms are significantly more likely to adopt arbitration. However, it is 
important to keep in mind that the average firm size among all 495 
respondents was about 8,000 employees, so this result says that among 
this sample of large firms it is the relatively smaller ones that are more 
likely to have arbitration for their nonunion employees. Also, other 
results suggest that it is the less capital-intensive firms, manufacturers, 
and high technology firms that are more likely than others to have 
arbitration procedures. 

Taken together, the column (1 )  and column (2) results offer two 
somewhat different profiles of firms with grievance procedures and 
with arbitration procedures. These two columns of results indicate that 
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the nonunion firms that are likely to adopt grievance procedures 
without arbitration may exhibit somewhat different characteristics 
from those that have grievance procedures with arbitration. In this 
vein, it is interesting that firms scoring high on the HR value measure 
are more willing than other firms to adopt grievance procedures, but 
they are not more likely than others to adopt arbitration as the final 
step of those procedures. 

In column (3) we present the results of our analysis of firms which 
reported formal grievance procedures covering managers (too few 
firms reported that arbitration covers managers to estimate a logit 
analysis for arbitration coverage) .  These results tend to mimic those 
for the nonmanagerial employees in column (1 ) .  For instance, firms 
with grievance procedures covering managers are likely to be large 
firms with no unionized employees, firms that place considerable 
importance on the HR function, and firms that have a relatively large 
percentage of their work force in the managerial and professional 
ranks. This similarity between the columns ( 1 )  and (3) findings 
suggests that many firms with nonunion grievance procedures for 
rank-and-file employees may be extending the coverage of those 
procedures to include their managers. 

Summary and Conclusions 

The descriptive data gathered in this survey show that nonunion 
grievance procedures have become a fairly widespread feature of the 
corporate HR landscape, and that nonunion arbitration procedures are 
not as rare as might have been thought earlier ( Ichniowski and Lewin, 
1988). The multivariate analysis performed here shows that the exis
tence of these procedures is associated with particular corporate features. 

Most informatively, our results indicate that nonunion grievance 
procedures cannot be explained primarily as the result of corporate 
motivation to remain nonunion. These procedures are not more likely 
to exist in firms that attach great importance to union avoidance, and 
they are not more likely to exist in firms in highly unionized industries. 
Instead, these procedures are more likely to be found in completely 
nonunion firms than in partly unionized ones, and in firms with a high 
percentage of managers and professionals. Further, the average 
nonunion grievance procedure among these respondents was 
established in 1975, which means that these procedures are a much 
more recent phenomenon than grievance procedures in the union sec
tor (respondents with unionized employees reported that, on average, 
their unionized grievance procedures were established in 1954). 
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This finding about the lesser importance of union avoidance moti
vation is intuitively appealing, for it is consistent with the multi-decade 
downward trend in the probability of a private firm becoming union
ized via an NLRB representation election (Goldfield, 1987), and with 
the more recent establishment of nonunion procedures. If we assume 
that this declining NLRB election probability is a useful proxy for the 
overall likelihood of a private firm becoming unionized in recent years 
compared to the 1940s, private firms in the 1970s and 1980s faced only 
a modest organizing threat. Yet these are the years when these non
union respondents tended to establish their grievance procedures. As a 
result, it makes sense that in recent years nonunion firms would adopt 
grievance procedures for reasons other than avoiding unions. 

The presence of nonunion arbitration procedures is harder to 
explain. As we noted earlier, only a small portion of firms with 
nonunion grievance procedures are willing to impose arbitration on 
themselves. Accordingly, there is room for more investigation to 
discover why some nonunion firms are willing to adopt employee 
voice procedures, especially with arbitration, and others are not. The 
apparent growth of these nonunion procedures offers a bountiful area 
for future research. 
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S u pervisory Respo nses to E m p l oyee 
Abse ntee i s m :  A Study of 

S u pervisors'  Dec i s i o n s  

JOSEPH J .  MARTOCCIDO 
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Employee absenteeism has been widely recognized by practition
ers and researchers as an important organizational issue (Rhodes and 
Steers, 1990) .  Because of the potentially disruptive effects on an 
organization's work flow (Atkin and Goodman, 1984), a substantial 
body of research has emerged that examines the implications of 
various absence control policies on absenteeism levels (see Rhodes and 
Steers, 1990 for a detailed review) .  However, there is no research that 
examines the impact of absence control policies on an employee's 
status within an organization. 

Most absence control policies distinguish between legitimate ver
sus illegitimate reasons for absence occurrences based on supervisory 
judgment (Rhodes and Steers, 1990). If the supervisor determines that 
an absence is not legitimate, a decision is made about whether the em
ployee should be disciplined for the absence occurrence and, if so, the 
extent of such discipline. Although an organizational policy may spec
ify a range of appropriate disciplinary actions, supervisory judgment 
plays a critical role. However, there is a dearth of research on the 
decision process supervisors engage in when responding to employee 
absenteeism (Ballagh, Maxwell, and Perea, 1987) .  

This paper will use policy-capturing methodology to answer 
important questions regarding supervisors' disciplinary decisions in 
response to employee absenteeism: What factors relate to the severity 
of the disciplinary decision? Does a supervisor make decisions 
consistently? 

These questions merit answers for two important reasons. First, 
there is virtually no substantive research that addresses these issues as 
they pertain to employee absence. Second, arbitration precedents that 
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relate to disciplining employees for being absent have set norms that 
employees be treated consistently and fairly (Ballagh et al., 1987; 
Redeker, 1989). Because arbitration precedents are believed to affect 
management practice in both nonunion and union settings (Belohlav, 
1985), it is reasonable to expect that supervisors respond to employee 
incidences of absence in a consistent manner. 

A reasonable absence control policy is based on progressive disci
pline as a way to correct absenteeism problems (Redeker, 1989) . Pro
gressive discipline systems are reasonable because they provide an 
employee with the opportunity to change his/her absence activity. In 
particular, such systems are believed to be effective for reducing 
chronic short-term absences (Ballagh et al. ,  1987) that tend to be dis
ruptive to employers because it is often difficult to arrange replace
ments on frequent and short-term bases. Despite the apparent reason
ableness of progressive discipline systems, it is critical they be used 
consistently and fairly. In situations where the rules of such a system 
have not been applied consistently, arbitrators reinstate employees 
despite the severity of employee absenteeism (Redeker, 1989; 
Rosenthal, 1979). 

The Present Study 

Six possible antecedents of disciplinary action will be examined in 
this study. These factors include: (a) absentee's absence history, (b) 
absentee's job performance, (c) absentee's criticality to his/her work 
department, (d)  absentee's ability to attend work, (e) absentee status, 
and (f) absence approval. Each will be discussed. 

Absence history: Consistent with the notion of a progressive 
discipline system, it is expected that an employee's prior absence 
history will affect a supervisor's disciplinary decision. Specifically, the 
greater the amount of prior absence in an employee's recent history, 
the more likely it is that a supervisor will choose a more severe 
discipline than if there is no absence history. 

Job performance: It is expected that an employee's prior job 
performance will have an impact on the severity of discipline. 
Specifically, the lower the prior level of job performance, the more 
likely a supervisor will choose a more severe discipline than if job 
performance were high. The rationale for this hypothesis stems from 
the belief and findings that frequent short-term absences hinder an 
employer's ability to efficiently meet production objectives (Atkin and 
Goodman, 1984; Moch and Fitzgibbons, 1985) .  More specifically, 
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cumulative evidence indicates that absenteeism from work and em
ployee job performance ( for objective and subjective performance 
measures) are inversely related (Bycio, 1990). 

Absentee criticality: Researchers have argued (Klaas and Wheeler, 
1990) that line managers, through their discretion over the severity of 
a disciplinary sanction, influence the allocation of human resources to 
various factors of production. Specifically, where demand for labor is 
inelastic, they argue that the cost of disciplinary action is likely to 
increase as the severity of the action increases. Based on a study of 
undergraduate students who were enrolled in a psychology course and 
asked to assume the role of a supervisor conducting performance 
appraisals for subordinates, Heerwagen, Beach, and Mitchell ( 1985) 
demonstrated that a supervisor's perception of the costs of disciplinary 
action is inversely related to the managers' willingness to take action. 
Finally, in a field survey of city employees, Boise (1965) found that a 
worker's value to his department influenced supervisory choice of 
penalty for rule violation. Specifically, supervisors were less willing to 
impose penalties on subordinates whose skills were in short supply. 

Ability to attend: Researchers have argued and demonstrated that 
ability to attend, which is directly influenced by family demands or 
kinship responsibilities, is likely to increase employee absenteeism 
from work (Rhodes and Steers, 1990) . However, the evidence 
regarding the impact of family demands as a factor in disciplinary 
decisions is limited. For example, Rosen and J erdee (1974) found that 
disciplinary action was significantly less serious and considered less 
severe for violators who had been experiencing family problems than 
violators without family problems. Klaas and Wheeler (1990) showed 
that a number of personnel managers and line managers imposed less 
severe disciplinary action when an employee had substantial personal 
problems (consistent with the operationalization of family problems 
used in the previously cited research) than when an employee did not 
have substantial personal problems. An explanation for these actions is 
based on attribution theory. Family problems are likely considered as 
a factor that is beyond the control of an employee. Thus, the severity 
of the supervisory response will be lower. 

Absentee status: Newly hired employees of the organization under 
study are designated as probationary status employees for the initial 
period of employment (either six months or 12 months depending 
upon the job classification) . During the probationary period, employee 
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performance is monitored frequently (every two months) .  Aspects of 
performance that are monitored include job-related output based on 
the particular job, tardiness, and absenteeism. Because a probationary 
period is a time when one would expect an employee to put his/her 
"best foot forward," it is likely that a supervisor has high expectations 
of employee performance. Thus, it is reasonable to expect that 
disciplinary action, on average, will be more severe for probationary 
status employees than employees who are beyond the probationary 
period (i .e. ,  full status employees) .  

Absence approval: Absence approval refers to  whether the 
organization's control policy treats a particular absence occurrence as 
legitimate or illegitimate. Intuitively, one would expect there to be no 
discipline in response to an approved absence, and the use of 
discipline in response to an unapproved absence. This expectation is 
consistent with the treatment of unapproved absence as a breach of 
one's duty to report to work (Ballagh et al., 1987) . Consistent with 
absence control policies, absence approval is typically a key factor 
that determines the extent of absence discipline (Ballagh et al. ,  1987; 
Rosenthal, 1979). 

Method 

Sample: A sample of 12 supervisors employed in a large 
midwestern university was used for this study (six females and six 
males were included).  Neither the supervisors nor their employees are 
represented by a union. 

Research design and measures: A within-subjects experimental 
design (Keppel, 1982) was used. The within-subjects design permits 
researchers to infer the relative importance of particular factors that 
are related to an individual's decisions. 

The six within-subjects factors were derived based on a review of 
the literature regarding disciplinary decisions by employers as well as 
on an elicitation study. Professionals from the university's Personnel 
Services Office, who are familiar with the absence control policy and 
deal with employee grievances on the matter of absenteeism, 
generated factors for this study. 

The six within-subjects factors were completely crossed, which 
permits assessment of the independent effects of each factor on the 
disciplinary decisions as well as on the other dependent variables. 
Crossing the factors resulted in 64 scenarios (2 X 2 X 2 X 2 X 2 X 2), 
which contained all possible combinations of the independent 
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variables. The scenarios were presented in the survey in random order 

to equally spread potential order effects. An example of a scenario is 
provided: 

Hill is a probationary status employee whose job 
performance is below average. Hill has common skills that 
are plentiful in your department. Today's absence was an 
approved personal day. Hill has had less than 4 days absent in 
the past five months. Hill has family members who some
times require personal attention during the workday. 

Disciplinary decision was operationalized in the following manner: 
"As this employee's supervisor, please indicate what you would do in 
response by choosing from among nine possible actions." The nine 
alternate responses were listed as follows: (a) take no action; (b) 
monitor this absence activity, but take no remedial action; (c) conduct 
a counseling session with this employee; (d) administer a verbal 
warning to this employee; (e) administer a written warning to this 
employee; (f) suspend this employee without pay for 3 days; (g) 
suspend this employee without pay for 10 days; (h) suspend this 
employee without pay for 30 days; and (i) discharge this employee. 
These choices reflect the actual options available to supervisors in this 
organization, and they are consistent with successive steps in 

progressive discipline programs (Ballagh et al., 19S7; Belohlav, 1985; 
Klaas and Wheeler, 1990).  

Results 

Multiple regression analysis tested the hypotheses. None of the 
interaction effects were statistically significant for any of the subjects. 
This indicates that the relationship between any single factor and 
disciplinary decision is not contingent upon any other factor. Table 1 
shows the results of the regression analyses for each supervisor's 
disciplinary decision. R2 ranged from .06 to .89 (Median = .63) .  The 
percentage of statistically significant coefficients (i.e., p < .05) for 
each variable was as follows: approved absence (83%), absence history 
(75%), prior job performance (42%), probationary status (42%) , ability to 
attend (8%), and employee criticality to the department (0%). 

For the approval variable, all significant coefficients were positive. 

Specifically, discipline in response to absence was more severe for 
employees whose absence was not approved than approved by the 
organization. 
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TABLE 1 
Within-Subject and Pooled Coefficient Estimates 

Prior Job 
Ability Absence Perfor- Absentee Approved/ 

Subject to Attend History mance Status Criticality Not Approved R2 

1 -.159 .741 -.102 .031 -.100 -.159 .61 
2 .023 .292 -.042 -.164 -.054 .700 .63 
3 -.002 .450 -.193 -.419 .016 .453 .65 
4 .002 .008 -.003 -.176 -.171 -.019 .06 
5 -.059 .295 -.215 -.059 .CfJ7 .719 .69 
6 .038 .282 -.043 -.307 -.088 .443 .42 
7 .055 .099 .019 -.045 .036 .931 .89 
8 -.024 .311 -.246 -.545 .094 .354 .61 
9 -.064 -.014 -.604 -.171 .096 .410 .59 

10 .037 .002 -.421 -.114 -.032 .573 .54 
11  -.048 .543 -.094 .041 -.006 .586 .67 
12 .015 .171 .040 -.085 .027 .084 .86 

Pooled 
Sample' .015 .225 -.124 -.141 .002 .468 .32 

Note: Coefficients are standardized. .16 ::; beta ::; .27, p ::; .05; .28 ::; beta ::; .40, 
p ::; .01; beta 2: .41, p ::; .001. 

' N  = 768. 

All the significant coefficients were positive for the absence history 
variable. Specifically, discipline in response to absence was more 
severe for employees who have had four or more days absent in the 
past year than employees who have had less than four days absent in 
the past year. 

For the job performance variable, all the significant coefficients 
were negative. Discipline in response to absence was more severe for 
employees whose performance was below average compared to 
employees whose performance was above average. 

For the status variable, all the significant coefficients were 
negative. Specifically, discipline in response to absence was more 
severe for employees who were currently on probationary status (i.e., 
employed less than six months) than full status employees (i.e., 
employed six months or more) . 

Finally, for the ability to attend variable, the one significant coef
ficient was negative. Specifically, the disciplinary response to absence 
was less severe because an employee has family members who some
times require personal attention during the workday. 

Discussion 

The present study was designed to investigate supervisors' deci
sions about disciplinary action in response to employee absenteeism 
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by addressing two questions: What factors relate to the severity of the 
disciplinary decision? Does a supervisor make decisions consistently? 
The relationships between disciplinary decision and six factors that 
were considered important to making a disciplinary decision were 
examined. The results indicate that approved absence and prior 
absence history emerged consistently as important factors in discipli
nary decisions (based on the high percentage of significant coeffi
cients) .  The other factors were less consistently related. 

Clearly, there were differences in the way supervisors made 
disciplinary decisions with respect to absenteeism. Not only were 
there differences in which factors explained a significant amount of 
variance in disciplinary decision making across subjects, but the 
relative importance of the six factors varied across subjects. 
Furthermore, within-subjects R2s less than 1 .0 indicate that a 
supervisor's decision-making process was less than perfectly 
consistent; however, the R2s were sufficiently high for most subjects 
that, practically speaking, decision-making consistency was not 
compromised. Finally, differences in within:.subjects R2s across 
subjects indicate that the degree of decision-making consistency across 
subjects varied. 

The findings pertaining to approved absence and prior absence 
history as factors in disciplinary decisions make sense in the frame
work of a progressive discipline system. However, what was surpris
ing was the fact that the absentee's criticality to the department was 
not a significant factor for any of the supervisors. This finding is unex
pected in light of recent research (Klaas and Wheeler, 1990), which 
found that employee criticality had a significant impact on both line 
managers' and personnel managers' disciplinary decisions. In the Klaas 
and Wheeler study, managers were responding to scenarios that de
picted employee insubordination whereas employee absenteeism was 
the focus of this study. It is possible that because absenteeism is con
sidered by some as a form of temporary withdrawal from the work
place, the criticality of the absent employee was not import:r t in the 
short term. Insubordination in the workplace, on the other hand, could 
be considered more serious in terms of disrupting work flow and per
haps the safety of others. Thus, when making disciplinary decisions, 
supervisors may not consider absentee criticality when disciplining 
employees for being absent. 

Prior job performance and employee status were significant factors 
among half the subjects. For the prior job performance results, one 
might interpret these findings to suggest that whereas half of the 
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managers consider absenteeism as related to job performance, the 
other half does not. Although there is cumulative evidence which 
indicates that absenteeism and job performance are inversely related, 
some argue that absence may sometimes positively influence job 
performance (Atkin and Goodman, 1984) .  It is possible that those 
managers for whom prior job performance was not a significant factor 
subscribe to the latter belief and are less likely to punish an employee 
because of their beliefs. 

To date, there is no research on the relationship between employee 
status and their treatment by managers in response to absenteeism. 
However, the "experts" indicated that many managers in the sponsor
ing organization consider an employee's status in their disciplinary de
cisions. The results for the employee status variable suggests that man
agers may have high expectations of newly hired employees in terms 
of attendance as evidenced by more severe disciplinary action. 

Finally, an interesting result pertains to the relatively low impor
tance of prior job performance and ability to attend among supervi
sors' disciplinary decisions. In unionized settings, arbiters have 
deemed both excellent prior job performance and family demands as 
mitigating circumstances (Ballagh et al., 1987) . These findings raise 
questions regarding whether in a nonunion environment, prior contri
butions and extenuating circumstances matter. It is possible that the 
bottom-line criterion of minimizing costs to management in the pres
ent are central. Thus instances of absence, regardless of prior excellent 
job performance or extenuating circumstances, may be discounted. 
Future research should examine more closely the antecedents of disci
plinary decisions in union and nonunion settings. 

Although the results obtained in this study shed light on 
supervisors' responses to employee absenteeism, limitations should be 
mentioned. Consistent with other policy-capturing research on 
organizational issues, external validity is a salient issue. Potential 
problems with external validity were minimized in the following way: 
The within-subjects factors were generated from a review of the 
literature and having "experts" from the organization under study 
participate in the development of the factors. 

Finally, one might criticize these findings on the grounds that 
supervisors were asked to make disciplinary decisions in a contrived 
setting rather than in the context in which such decisions are made
the field (Cook and Campbell, 1979). In particular, there was very 
little resemblance between the context in which this study was 
conducted and the context in which a supervisor makes a disciplinary 
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decision (i .e. ,  the subjects took time from their jobs to respond to a 
survey which contained hypothetical, but realistic scenarios versus 
responding to actual cases of employee absenteeism) .  While it is true 
that subjects were asked to make these decisions in a contrived setting, 
the results are generally consistent with the expectations deduced from 
the literature. Therefore, the lack of resemblance between the study's 
context and the context in which disciplinary decisions are typically 
made make generalizations to the "real-life" setting stronger (Mook, 
1983). 

Conclusion 

This study found systematic influences related to a supervisor's 
disciplinary decision in response to employee absenteeism. The 
findings of this research raise important questions that should be 
addressed in future research, especially in light of the concern that 
employees be treated fairly and equitably: What are the implications 
for treating employees fairly given differences in the way supervisors 
respond to identical incidences of absenteeism? Do these differences 
suggest that no-fault absence control policies be adopted rather than 
ones that require supervisory judgment? Or, should supervisors be 
trained to respond to incidences of employee absenteeism consis
tently? 
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Employers and unions alike value committed members. Mathieu 
and Zajac (1990) investigated a number of job outcomes and found 
that three were statistically significant and negatively related to 
organizational commitment: intention to search, intention to leave, and 
turnover. Likewise, the effectiveness of unions in organizing, bargain
ing, retaining membership, and political action depends on the level of 
union commitment (Gallagher and Clark, 1989). Perhaps to capitalize 
on the general good that should accrue from committed members, at
tempts to measure and understand commitment have flourished. But is 
a committed company member a loyal union member too? Or does 
the emphasis on one institution result in a corresponding lack of attach
ment to the other? These questions are particularly timely given inter
est in cooperative labor-management relations (Kochan, Katz and 
McKersie, 1986). However, interest in the relationship between com
pany and union commitment has spanned 40 years. Purcell (1954) is 
credited with defining dual allegiance (cited in Gordon and Ladd, 
1990, p. 49) as "approval of the existence, objectives, and overall poli
cies of both company and union." 

The dual commitment literature has been dominated by single
country studies. Consequently, research on commitment has ignored 
the impact of industrial relations systems. Two exceptions are noted. 
Gallagher et al. (1988) commented on the impact that enterprise 
unionism had on dual commitment in Japan. In the sole cross-national 
study, Jeong (1990) utilized data from Canada and Sweden to 
compare measurement approaches rather than industrial relations 
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systems. Given the available data, comparisons of the effect that 
industrial relations systems have on union and company commitment 
are possible among these countries: Canada, Japan, Sweden and the 
United States. 

Bamber and Lansbury (1983) suggested a typology for compara
tive studies. Drawing upon studies of the impact of technological 
change on industrial relations, they separated countries into two 
classifications: 

Although each of the countries within each group differ in 
many respects, Type I countries share a common inheritance 
of occupationally-based unionism, relatively weak central 
union and employer associations, a less consistent role played 
by governments in industrial relations and adversarial tradi
tions of labour-management relations . . .  By contrast, Type 
II countries tend to have industry-wide unions . . .  , a strong 
central union and employer organizations, and generally a 
more consensual approach to industrial relations (Bamber 
and Lansbury, 1987, p. 2.'3) .  

Canada and the United States are classified as Type I countries while 
Sweden is a Type II country. Japan is classified as a Type II country 
based on the consensual nature of its labor-management relations, 
although its industrial relations system has several unique characteris
tics. These include seniority-based wage and promotion systems, 
enterprise unionism, and lifetime employment (Kuruvilla et al., 1990). 

A core feature of the Bamber and Lansbury (1983) typology is the 
distinction between adversarial and consensual approaches to 
industrial relations. Numerous authors have noted the impact that 
organizational climate, in particular labor-management relations, has 
on workers' commitment to company and union. Gordon and Ladd 
(1990, p. 55) summarized the literature and suggested that "the 
relationship between company allegiance and union allegiance may be 
a function of the tenor of the relationship between union and 
management." 

This study has two purposes: ( 1 )  to summarize the variable and 
sizable number of dual commitment studies done in four countries, 
and (2) to examine the extent to which the industrial relations system 
moderates the relationship between company and union commitment 
in Type I and Type II countries. Meta-analysis will be used to 
accomplish both objectives. Cooper and Rosenthal (1980) note that 
meta-analysis is an especially useful summarizing technique when 
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substantial variation in results render a narrative summary unreconcil
able (Cooper and Rosenthal, 1980). In addition, the process of  
correcting for various types of statistical artifacts and the subsequent 
change in variance explained provides insight into the presence or 
absence of moderator variables. If artifactual corrections account for 
a substantial portion of the variance in results, it is unlikely that other 
explanatory variables would add significantly to one's understanding 
of the relationship between union and company commitment. Given 
the dissimilarities in the industrial relations systems among the 
countries represented in this data set, we hypothesize that a substantial 
amount of variance will remain to be explained. 

If this hypothesis is supported, moderator analysis will be done 
separating studies by country of origin into the Bamber and Lansbury 
( 1983) typology. We hypothesize that the strength of the relationship 
between company and union commitment is greater for Type II 
countries (Japan and Sweden) than Type I countries (Canada and the 
United States),  given that the former represent more consensual 
industrial relations systems and the latter more adversarial systems. 
Further, based on a common history of labor-management relations, 
we hypothesize that there will be no significant difference in the 
company-union commitment relationships found between Canada 
and the United States with their adversarial history and, correspond
ingly, between Sweden and Japan. 

M ethod 

Literature Search and Sample Selection 

The literature search produced 45 studies, 13 of which were 
acceptable for inclusion in this analysis. The remaining 32 studies were 
excluded for the following reasons. (A list of the studies excluded from 
the analysis is available from the authors. )  Eleven studies were 
qualitative. Eight studies focused on measures of company commit
ment or union commitment but did not provide both measures. Seven 
studies were excluded because they provided alternative statistical 
analyses of samples already included in this analysis. Three pre-1961 
studies were excluded because they measured general attitudes, not 
commitment. Single studies were excluded for one of the following 
reasons: one did not include zero-order correlations, one was not ob
tainable, one provided a single sample for one country (Australia) ,  one 
was excluded because it combined data on union and nonunion sub
jects. 
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The final sample of 13 studies collected data for a total of 13,517 
individuals in four countries (Canada, Japan, Sweden, the United 
States) .  Seventy correlations from 66 independent and four dependent 
samples are identified in Table 1. Sample sizes ranged from ten to 
1 ,066 (Mean = 199.9; SD = 221.7). The sample size on which the 
meta-analysis was based totalled 13,993 because two sets of data were 
used from two longitudinal studies. Table 1 also presents the reported 
correlations, the instruments used to measure union commitment and 
company commitment, and the reliabilities for the instruments. 

Analysis 

Hunter meta-analytic techniques (Hunter and Schmidt, 1990; 
Hunter et a!. ,  1982) as elaborated by Whitener ( 1990) were utilized to 
test for the impact of interstudy differences. We wanted not only to 
test for the accuracy of the relationship between company and union 
commitment (using the 95 percent confidence interval) but also to 
understand the extent to which other factors moderate this relationship 
(using the 90 percent credibility interval) . One assumption underlying 
the Hunter procedures ( 1990, 1982) is that samples are independent. As 
was noted above, this assumption is not met. Fields and Thacker 
(1988) and Magenau et a!. ( 1988) provided correlations from the same 
respondents at time 1 and time 2 (involving 476 subjects). Hunter et a!. 
(1982) termed this phenomenon conceptual replication and suggested 
two approaches for data analysis: (1)  treat each correlation as if it were 
obtained from a separate study; or (2) average the correlations within 
a study. The former approach was chosen for several reasons. Aver
aging the correlations in the Fields and Thacker study (1988) would 
likely lead to conceptual ambiguity (Hunter et a!., 1982) because of 
contextual differences due to a quality of work life intervention 
between time 1 and time 2. The correlations from the Magenau et a!. 
study (1988) ,  were treated separately because only 32 percent of the 
union stewards and 43 percent of the rank-and-file subjects in the 
study were included in both time 1 and time 2 correlations. This 
judgment call (Wanous et a!. ,  1989) is tested by conducting two meta
analyses: ( 1 )  one in which the correlations from the two studies are 
treated separately; and (2) one in which the correlations are averaged. 
We found that this judgment did not substantively change the results. 

Moderator analysis preceded accuracy analysis because the 
homogeneity or heterogeneity of the studies needed to be evaluated to 
generate appropriate confidence intervals (Whitener, 1990). First, cor
relations were corrected for unreliability in the commitment measures 



TABLE 1 
Characteristics of Studies Included in the Meta-Analysis 

Author N Measures Used Correlation 

Angle & Perry ( 1986) 1 ,052 Company commitment \alpha = .89) .30 (") 0 
15-item (Mowday et a . , 1979) z 

Union commitment (alhha = .76) ,..., 
4-item scale created y authors ::tl 

; 
Beauvais, Scholl & ( 1 )  146 Company commitment (alpha = .91 )  . 12 c: 

Cooper ( 1991)  15-items ( Mowday et a!., 1979) ,..., trl Union commitment (alpha = .93) t:l 
27-items (Gordon et a!., 1980) '"0 

(2) 121 �cc alpha = .88) .10 ;> 
UC alpha = .93) '"0 trl 

Barling, Wade & Fullagar (1990) 100 Company commitment (alpha = .83) -.25 ::tl Vl 
9-item ( Mowday et a!., 1979) I 

Union commitment (alpha = .87) = 
10-items (Gordon et a!., 1980) c: 

:::: 
Clark (1989) 1,066 Com�any commitment (alpha = .85) .23 ;> 

mu ti-item (Porter et a!., 1974, 1979) z 
Union commitment (alpha = .90) ::tl 

7-item (Gordon et a!., 1980) trl Vl 
Dalton & Todor (1982) 54 Company commitment (�ha = .89°) .08 0 c: 15-item (Porter et a!., 1 4) ::tl 

Union commitment (alpha = .89°) (") 
15-item (Porter et a!., 1974) trl Vl 

Fields & Thacker ( 1988) (AI)  309 Company commitment (alpha = .82) 
9-item (Porter et a!., 1974) 

.20 

Union commitment (alpha = .88) 
8-item (Gordon et a!., 1980) 

(A2) 309 II II II . 19  
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Characteristics of Studies Included in the Meta-Analysis 

Author N Measures Used Correlation 

Fukami & Larson ( 1984) 1 14 Company commitment (alpha = .89) 
1 2-items (Buchanan, 1974; 

.30 

Alutto et al., 1974) 
Union commitment (allha = .79) 

::; 10-item (Gordon et a ., 1980) 
::0 

Galla�her, Fiorito, (29 samples) 7,379 Company commitment (alpha unknown) .23 to .80 ;:.. 
Jar ey, Jeong, & ( 10-656) 14-items ( Mowday et al., 1982) t VVakabayashi ( 1988) Union commitment (alpha unknown) -3 

14-items (Gordon et al., 1980) ::c 
Gallagher & VVetzel (1988) (A) 131 Company commitment (alpha = .85) .18 ;:.. z 9-item (Porter et al., 1974) z 

Union commitment (allha = .82) c 
17-item (Gordon et a . , 1980) ;:.. 

(B) 1 16 " " " " " -.04 r 

(C) 147 .30 .., 
::0 I D) 102 -.18 c 

E) 170 -.17 n trl 
Jeong ( 1990) (21 samples) 1 ,218 Company commitment (alpha = .77) -.41 to .56 trl 

( 17-21 1 )  8-item (Porter et  al., 1974) 0 
Union commitment (allha = .84) z 

1 2-item (Gordon et a ., 1980) ("l [/l 
Magenau, Martin & 

Peterson (1988) 
rank-and-file, 1981 225 Company commitment (alpha = .85) .01 

3-item (Mowday et al., 1982) 
Union commitment (alpha = .89) 

rank-and-file, 1982 
3-item (Gordon et al., 1980) 

104 (CC alpha = .85; UC alpha = .88) .03 
stewards, 1982 218 (CC alpha = .69; UC alpha = .84) . 13 
stewards, 1983 268 (CC alpha = .80; UC alpha = .87) .17 
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Schriesheim & Tsui (1980) 

Thacker & Rosen (1986) 

TABLE 1 (Continued) 
Characteristics of Studies Included in the Meta-Analysis 

N 

75 

569 

M easures Used 

Company attitudes (alpha unknown) 
(Derber et a!., 1960; 1965) 

Union attitudes (alpha unknown) 
(Derber et a!., 1960; 1965) 

Company comrnitment·(alpha = .91) 
9-items (Porter et a!., 1974) 

Union commitment (alpha = .94) 
23-items (Gordon et a!., 1980) 

Correlation 

.77 

.03 
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using reported coefficient alphas or using the Spearman-Brown form

ula (Anastasi, 1982) to compute coefficient alphas. Where computa
tions were made, the coefficient alphas are noted ( 0 ) in Table l. 

An analysis was conducted to determine whether moderators were 
operating. Two methods were used to evaluate the hypothesis that the 
population variance (corrected variance) equals zero. The first 
method of testing for a homogeneous population posits that 
heterogeneous subgroups exist whenever statistical artifacts account 
for less than 75 percent of observed variance of the mean effect size 
(Hunter et a!., 1982).  The second method consists of generating a 
credibility interval using the corrected standard deviation around the 
mean corrected correlation. If this interval is sufficiently large or does 
include zero, several subpopulations comprise the mean corrected 
effect size and moderator analysis is warranted (Whitener, 1990) . 
Because our analysis demonstrated that moderators were in operation 
and that the studies came from heterogeneous subpopulations, a 
confidence interval was generated using the standard error for the 
heterogeneous case (Schmidt et a!., 1988) to measure the accuracy of 
the estimate of the mean of the population parameters. 

The final step contained an examination of potential moderators. 
Credibility intervals were calculated to determine the homogeneity or 

heterogeneity of each subgroup, and confidence intervals (using the 
appropriate standard error formulas) were computed to assess the 
accuracy of the sample-size weighted mean effect. 

Results 

Findings 

The major results of the meta-analysis are presented in Tables 2, 3 
and 4. All tables provide information concerning the number of studies 
(k) ,  sample sizes (N) ,  sample-size weighted mean correlations (r.) , 
sample-size weighted mean correlations corrected for attenuation (rb) ,  
variance due to sampling error, unexplained variance, credibility 
intervals, and confidence intervals. 

Table 2 summarizes the data on union-company commitment and 
indicates that the correlation between union commitment and 
company commitment is approximately .40 after eliminating the 
effects of sampling error, while corrections for error of measurement 
in both union commitment and company commitment elevated the 
mean correlation to .47. Almost five percent of the variance is due to 
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TABLE 2 
Meta-Analysis for Union Commitment-Company Commitment Correlations 

Variance due 90 percent 95 percent 
to sampling Unexplained credibility confidence 

k N r, rb error variance interval interval 

70 13,993 .40 .47 5.26� 94.73� .09 to .84 .38 to .41 

, Sample-size weighted mean correlation 
b Sample-size weighted mean correlation corrected for attenuation on union and 

company commitment measures 

sampling error, thus 95 percent of the variance in sample correlations 
is unexplained. The credibility interval was extremely wide, .09 to .84, 
providing additional support for the existence of moderators (Kemery 
et al. ,  1989; Whitener, 1990). This supports our initial hypothesis. 

Given moderator evidence from the credibility interval, the 
confidence interval was calculated based on the belief that the studies 
came from heterogeneous subpopulations (Whitener, 1990; Schmidt et 
al. ,  1988) . The confidence interval did not contain zero, indicating that 
the sample-size weighted mean correlation is significantly different 
from zero. In addition, the interval of .38 to .41 is relatively narrow. 

The Industrial Relations System as a Moderator of Commitment 

The results of the moderator analysis contrasting Type I and Type 
II countries are shown in Table 3. These results support our second 
hypothesis that the relationship between company and union 
commitment is stronger in Type II countries than Type I countries 

TABLE 3 
Moderator Analysis: Industrial Relations Typologies 

Variance due 90 percent 
to sampling Unexplained credibility 

k N r, rb error variance interval 

Type I Countries (Canada and U .S.)  
20 5,396 .19 .23 13.8� 86.1U .01 to .44 

Type II Countries (Japan and Sweden) 
50 8,597 .53 .62 6.31� 93.� .30 to .93 

, Sample-size weighted mean correlation 

95 percent 
confidence 

interval 

.17 to .22 

.51 to .54 

b Sample-size weighted mean correlation corrected for attenuation on union and 
company commitment measures 
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(rb = .62 > rb = .23; statistically significant) . According to Hunter and 
Schmidt (1990) ,  a moderator effect would be indicated if correlations 
vary from subgroup to subgroup, and the average of the corrected 
variance in the subsets is lower than the corrected variance for the total 
set of studies. In this analysis the corrected correlation between 
company and union commitment is almost three times as large in the 
Type II countries as in the Type I countries. Both confidence intervals 
are quite narrow, confirming the accuracy of these effect sizes. The 
confidence intervals do not overlap, confirming the presence of the 
moderator variable (Hunter and Schmidt, 1990).  The credibility 
intervals for both samples did not include zero but were sufficiently 
wide to warrant additional moderator analysis (Whitener, 1990). 

A second moderator analysis was conducted to assess within group 
differences. Table 4 compares Canada with the United States and also 
compares Japan with Sweden. The results provide partial support for 
our hypothesis regarding within group differences. There is no 
difference between the commitment relationships in Canada and the 
United States (rb = .22 and rb = .23) and the confidence intervals 
overlap. However, there are differences between Japan and Sweden 
(rb = .66 and rb = .21) and the confidence intervals do not overlap. 
The results also suggest that our initial moderator analysis masked 
important differences among these four countries. The moderating 

k N 

14 4,630 

6 766 

21 1,218 

29 7,379 

TABLE 4 
Moderator Analysis: Within Industrial Relations Typologies 

Variance due 
to sampling Unexplained 

r. rb error variance 

United States 
.19 .23 18.85i 81.15i 

Canada 
.19 .22 s.sn 91. 13i 

Sweden 
.17 .21 33.92i 66.08i 

Japan 
.59 .66 14. 17i 85.83i 

90 percent 
credibility 

interval 

.06 to .39 

-.19 to .64 

-.07 to .49 

.51 to .80 

• Sample-size weighted mean correlation 

95 percent 
confidence 

interval 

.17 to .22 

.12 to .26 

. 11  to .22 

.57 to .60 

b Sample-size weighted mean correlation corrected for attenuation on union and 
company commitment measures 
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relationship is confirmed, but two-thirds or more of the variance 
remains unexplained across all countries. Both the credibility intervals 
and the amount of variance unexplained support additional moderator 
analysis. 

Discussion and Conclusions 

In this meta-analysis we found a stable, positive relationship 
between company and union commitment in all countries. Results 
shown in Table 2 support our first hypothesis; almost 95 percent of the 
variance is unexplained. Our second hypothesis was supported when 
Type I and Type II countries were contrasted. The correlation 
between company and union commitment was approximately three 
times as large in the latter as the former. These results highlight the 
salience of the distinction made between the adversarial and 
consensual labor-management relationships suggested by Bamber and 
Lansbury's (1983) typology. 

Results shown in Table 4 provide partial support for our third 
hypothesis. In the comparison between United States and Canada, 
their respective industrial relations systems did not moderate the 
company-union commitment relationship. In contrast, differences 
between Japanese and Swedish systems did moderate the commit
ment relationship. The strength of the company-union commitment 
relationship in Japan accounts for the difference between our Type I 
and Type II countries. The corrected mean correlation (.21}  for the 
Swedish sample parallels those found in the Canadian and U.S. 
samples ( .22 and .23, respectively). This similarity suggests three 
possibilities: (1)  the typology is inaccurate, (2) we have applied the 
typology inappropriately, or (3} a transformation has occurred in the 
Swedish industrial relations system. These results may be explained by 
changes in the Swedish system that shift its classification from a Type 
II to a Type I country. Bamber and Lansbury (1987) assert that 
industrial relations systems are not immutable. Significant changes in 
key features in Sweden's system have been noted: increased conflict 
between employers and unions (Hammarstrom, 1987) and a long-term 
trend towards decentralization (Lash, 1985) .  

Although our results support the utility of Bamber and Lansbury's 
(1983) typology and confirm that the strength of the commitment 
relationship varies with a cooperative versus adversarial industrial 
relations system, what is the practical significance of the effect sizes 
found for each country? Our analysis suggests that in Canada, 
Sweden, and the U.S., neither management nor labor need be particularly 
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concerned (or hopeful) that efforts to create unilateral commitment 
will have an impact, positive or negative, on their workplace partner. 
Given the strength of the commitment relationship in Japan, we would 
suggest that it would be in the best interest of both parties to attend to 
efforts that have an impact on either group's commitment. These 
results are consistent with Angle and Perry's ( 1986, p. 44) contention 
that commitment to both company and union "grow where the 
relationship between systems is cooperative." 
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DISCUSSION 

STEPHEN J. HAVLOVIC 
Simon Fraser University 

The Delaney and Feuille paper provides a good introduction to the 
topic of nonunion grievance and arbitration procedures . The 
independent variables included as determinants of grievance and 
arbitration procedures are well thought out measures of firm, occupa
tion, and industry characteristics. A table showing the correlations 
among these exogenous variables needs to be added to the paper. Re
vealing these relationships would be interesting and helpful to the 
reader. As it stands, the authors do not clarify whether there were any 
signs of multicollinearity among the three indirect measures of "union 
avoidance rationale." The study results reveal that partially unionized 
firms have a significantly lower likelihood of having a grievance pro
cedure at their nonunion facilities compared to completely nonunion 
firms. This finding needs to be discussed further. In particular, the 
authors need to clarify why there is not a spillover effect. Perhaps 
firms using a double-breasting strategy attempt to reduce short-term 
costs by not providing a "voice" mechanism. A discussion on this issue 
would add to an already interesting and well-written paper. 

The Martocchio paper provides a good review of the relevant 
literature and a coherent development of the research hypotheses. The 
within-subjects experimental design is an appropriate design for 
examining the disciplinary decisions of supervisors. The methodology 
is presented in a clear straightforward manner, which will help 
researchers not familiar with this approach to become familiar with 
this type of research design and analysis. The findings reveal 
considerable variance across subjects on the absence approval and 
absence history coefficients which were significant in the pooled 
sample (n = 768). This cross subject variance needs to be discussed 
further and the implications explored. In addition, the author needs to 
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explain how one supervisor could be so inconsistent as to only have six 
percent of the disciplinary decision-making variance explained by a 
within subject regression equation. The author's suggestion for future 
research to explore the antecedents of disciplinary decisions should 
help to answer this question, but the author needs to discuss the 
inconsistencies across supervisors further in the present paper. The 
paper's conclusion needs to be expanded. Further discussion of the 
research findings is needed to provide some closure before moving 
into future research issues. Overall, the paper is quite interesting and 
methodologically sound. 

The Young, McHugh, and Reed paper needs an introductory 
section. As it stands, the topic is not introduced and the reader is thrust 
into the literature review. While the general idea of a cross-national 
study of organizational and union commitment is appealing, I am 
troubled by the basic research design. In particular, I disagree with the 
grouping of Japan with Sweden as a "Type II" country. Japan has a 
decentralized enterprise union approach compared to a highly 
centralized union structure in Sweden. The classification scheme used 
ignores union density differences across the four countries studied 
(U.S., Canada, Japan, and Sweden). Furthermore, variations in legal 
and cultural environments among the countries are not considered. 
Why not develop hypotheses for company and union commitment by 
country? It is not surprising that the authors find within-group 
differences for "Type II" countries for the reasons stated above. What 
is most interesting and somewhat puzzling is the finding that the 
commitment correlation coefficient for Sweden is not different from 
the U.S. or Canada! This requires an explanation and discussion. 



DISCUSSION 

DAVID G. MEYER 
University of Akron 

These three papers are all very good and should, in expanded 
version, be published in some very good journals. I will focus my 
comments on what I would like to see in those expanded versions. 

The Feuille and Delaney paper covers a very important topic and 
does a good job of it. The weak part of this paper is the theoretical 
development. Much more needs to be done to specify why the 
variables would be expected to lead to/not lead to the creation of 
grievance procedures. Furthermore, the material presented regarding 
whether grievance procedures will be extended to cover management 
or whether binding arbitration will be offered should be included. 

The last point is particularly troublesome because the factors un
derlying the offering of grievance procedures are very different from 
the factors underlying offering binding arbitration. In nonunion sys
tems the rights are very limited. The issue here is whether manage
ment maintains control over the outcome. The typical grievance pro
cedure concerns solving issues in-house, providing escape valves to let 
off steam, etc., i.e., issues that can be easily configured into win-win or 
gain-gain processes. Arbitration is an entirely different matter. There 
are both cost and control issues at work. The cost of having an arbitra
tion can be very high. Yet this may not be as high as the expense of 
creating precedent and the loss of control. It is not surprising that some 
of the independent variables signed opposite in these equations. Fac
tors leading to the creation of grievance procedures to resolve prob
lems in-house, i.e., with great flexibility to meet the parties' needs, are 
not the same as those leading to the formalization, expense, and loss of 
control represented by binding arbitration. This theory should be de
veloped and added to this paper. 

Other minor issues are: information as to data distributions/charac
teristics should be provided. You should discuss why the logarithms 
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of firm size and assets/employee were used. Anil Verma (1985) wrote 
a piece regarding capital allocation to union/nonunion plants that may 
add to your discussion. 

We are still left with an unanswerable question: To what extent do 
good, informal problem resolution systems exist? Also, under what 
conditions do they work? Are problems formalized in nonunion 
situations only after the informal system has failed? If anyone answers 
these and similar questions, the value of research in this area will be 
immensely increased. 

The Martocchio paper has well grounded theory, an interesting 
experimental design, and a few intriguing findings. However, there 
are a number of problems with the methodological design and the 
data analysis. 

The conceptualization and operationalization of the independent 
variables as dichotomous pairs is what allows this research design to 
work. The drawback, however, is that one must cut each pair at some 
point along the construct's continuum. The resulting distance 
(psychological or otherwise) along the continuum between the pair is 
then uncontrolled, imprecise, and unmeasured. This is particularly 
problematic when it is necessary to pool responses across individuals. 
The significance of the results is very dependent on the mean, 
variance, and significance, across individuals, of the distance from one 
category to another. The N of 12 then becomes a serious constraint. 
Reviewing Frank Bass' work on pooling cross-sectional data may 
provide guidance here. A MANOVA or categorical model would 
better address this issue as well as the next. 

The construction of the dependent variable represents similar 
problems. As the distance from category to category is not expected to 
be consistent across the response space, ordered probit (or logit) is the 
preferred estimator in a similar design. You may find that some of the 
nine categories are not significantly different and need to be collapsed. 

The unstandardized coefficients and their errors need to be 
included so that readers can draw their own inferences. The variability 
across respondents leads me to the conclusion that moderate support 
is available only for significant impact of absence history and 
approved/not approved. There is too much variation in the other 
variables to support the conclusions found using regression. 

The Young, McHugh and Reed paper makes a marginal contribu
tion to a literature that is already packed. It is a well-written, well-exe
cuted study. The theory is well thought out and highly compelling. 
The data analysis is excellent. This work is very thorough. 
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I have only three suggestions. First, the comments concerning 
Whitener's work on credibility should be expanded. This topic is 
important enough to this study, and the work unfamiliar enough to 
most readers, that more depth would be helpful. Second, and related, 
the process of correction of both the standard deviation and the 
correlation (which determine the credibility statistics) need to be 
specified and expanded. This is a minor point but will also provide 
some insight into the above. Third, and more importantly, 
identification and specification of the moderators are theoretical 
issues. Choices must be made, and tests can be conducted, as to which 
particular moderators better explain the differences in correlation and 
why. The choices of moderators in this study ( aspects of the industrial 
relations systems in particular countries) are solidly based in 
compelling theory. Lack of data to specify other possible moderators 
that may be equally as compelling may lead to slightly misspecified 
moderators. Factors such as type of work, social status of the work, 
employment conditions, the specifics of the HRM processes used by 
the employer, the quality of those processes, education, etc., have all 
been hypothesized and/or empirically supported as affecting dual 
allegiance/commitment. Not including these factors may lead to some 
misspecification. It was good that you expanded upon the Bamber and 
Lansbury typology in your presentation. You should conduct more 
specific tests of those relationships. 

A point you addressed in your presentation was the differences 
between commitment to the union, commitment to the company, and 
commitment to both. There are a variety of factors that affect each of 
these three different constructs. You should include this material in 
your revision. 

In sum these are three very good papers that survived strong 
competition. The authors should be congratulated for their efforts. 
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The process of transition between plan and market has been 
associated with very sharp falls in output. Explanations have pointed 
to the collapse of the CMEA trading bloc and a decline in domestic 
demand associated with significantly reduced real wages (Gomulka, 
1991; Schaffer, 1991) .  Akerlof et al. ( 1991)  have also pointed to the 
"price-cost squeeze" that East German enterprises experienced due to 
monetary union at favourable terms for consumers, but not producers. 
In terms of the labour market, transition will imply increases in 
unemployment, both because of the higher outflow from employment 
and from a decline in inflows to employment as the harsher financial 
climate reduces the ability of even potentially profitable firms to 
recruit new workers. Analysis of the Polish situation (see G6ra and 
Lehmann, 1991) also suggests that labour market transitions will be 
accompanied by moves out of the labour force by certain groups, 
most notably women, associated with changes in the benefits system. 
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Economic transition entails displacement of workers in the 
socialized sector and their ultimate absorption in the private sector. 
The analysis of flows and their determinants is, therefore, particularly 
useful. In the East German case, large amounts are being spent on 
labour market policies for which flow analysis might also be helpful; 
for example, certain subpools of the unemployed characterized by 
low unemployment outflow rates could be identified and targeted. 
Our aim in this paper is to use the first available longitudinal panel on 
workers in transition to quantify and explain the flows between 
various labour market states. The first section describes developments 
in the East German labour market since July 1990, while the second 
section discusses data and estimation procedures. The third section 
presents and interprets the results. The main findings are summarized 
in the final section. 

Developments in the lEast German labour Market 

Since the collapse of the former German Democratic Republic 
(CDR),  employment has fallen from 9.2 million in September 1989 to 
8 million in November 1990 and 7.1 million in July 1991 (see Bosch and 
Knuth, 1991; and Emmerich, 1991) .  This last number excludes 400,000 
employed residents who commute to West Germany. There are no 
certain figures on migration, but there are estimates of about 10,000 
net outward migrants per month in 1991. The true fall in the demand 
for labour is even greater than this. As Table 1 shows there has also 
been widespread use of "short-time work" (Kurzarbeit) . The full-time 
equivalent of unemployment calculated from the stock of "short-time 
workers"1 (FTEUSW in Table 1) has been persistently higher than 
open (registered) unemployment. People on training and job creation 
schemes, i.e. active labour market policy (ALMP) measures, would in 
the absence of these schemes be unemployed. In adding these two 
groups and full-time equivalent unemployment connected with short
time working to open unemployment, we arrive at the stock of total 
unemployment.2 Open unemployment rose gently throughout the 
period, while total unemployment jumped dramatically in August 
1990 (caused by a sharp rise in short-time work) and showed an 
upward trend until June 1991. Until this last date, the gap between the 
two stocks widened and then remained virtually constant for the rest 
of the period. Finally, a widening gap between "additional unemploy
ment'' and total unemployment since April 1991 indicates the rising im
portance of open unemployment in the stock of all unemployed. At 
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TABLE 1 
Vacancy and Unemployment Stocks East German Labour Market: 

July 1990-0ctober 1991 

Month u Short Vac Train JCS FTEUSW AdU TotU0  

In  Thousands 
7/90 272.0 556.3 27.7 242.4 242.4 514.4 
8/90 361.3 1499.9 20.4 653.5 653.5 1014.8 
9/90 444.9 1728.0 24.3 752.9 752.9 1 197.8 

10/90 536.8 1703.8 24.7 755.0 755.0 1291.8 
1 1/90 589.2 1709.9 23.8 15.0 10.0 793.2 818.3 1407.5 
12/90 642.2 1794.0 22.6 29.1 20.0 866.3 915.4 1557.6 

1/91 757.2 1840.6 23.0 67.3 34.4 956.3 1058.0 1815.2 
2/91 788.0 1947.1 20.8 1 12.8 47.0 1061.2 1221.0 2009.0 
3/91 808.4 1989.8 20.9 167.8 62.5 1 104.6 1335.0 2143.4 
4/91 836.9 2018.9 22.9 210.4 84.9 1 1 19.1 1414.4 2251.3 
5/91 842.3 1968.5 25.3 239.0 1 13.6 1 102.0 1454.6 2296.9 
6/91 842.5 1898.9 31.7 272.4 148.2 1078.1 1498.7 2341.2 
7/91 1068.6 1610.8 40.3 313.2 209.9 903.1 1426.2 2494.9 
8/91 1063.2 1448.8 43.6 324.1 261.8 818.7 1404.6 2467.8 
9/91 1028.8 1332.5 43.0 350.5 313.0 758.6 1422.2 2450.9 

10/91 1048.5 1199.5 41 .1  375.0 348.4 671.4 1394.8 2443.3 

0 u Open unemployment; 
Short Short-time workers; 
Vac Vacancies; 
Train Training schemes participants; 
JCS Job creation schemes participants; 
FTEUSW Full-time equivalent of unemployment for short-time working; 
AdU Additional unemployment = train + jcs + fteusw; 
TotU Total unemployment = u + adu; 

Not available. 
Source: Bundesanstalt fiir Arbeit (BA) and own calculations. 
Note: Stock figures are end-of-month data. 

the end of the period the open and the total unemployment rates were 
stabilized at around 12 percent and 28 percent respectively. 

Additional information can be obtained from the aggregate data on 
flow variables in Table 2. Inflows into open unemployment from the 
employment state are almost always higher than outflows. There were 
large temporary increases in inflows. Large layoffs occurred after the 
first all-German elections in January 1991 and in July 1991 when short
time work contracts for many workers expired. Table 2 shows that 
inflows into training schemes are nearly as large as outflows from open 
unemployment. We can conjecture that many of the unemployed 
flowing out of open unemployment move into training schemes. From 
April 1991 the combined inflows into training and job creation 
schemes are larger than outflows from open unemployment. This can 
be explained by the modified regulations governing the application of 
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TABLE 2 
Flow Variables in the East German Labour Market: 

July 1990-0ctober 1991 

Month 1nfl 1nfl/emp Outfl lnVac OutVac Place Train" 

In Thousands 
7/90 132.0 118.3 2.1 8.8 22.3 
8/90 107.0 95.9 17.7 10.4 17.7 
9/90 107.1 102.0 23.5 18.6 14.6 

10/90 121.9 119.3 30.0 24.2 23.7 
1 1/90 94.0 92.1 41 .6 23.3 24.3 
12/90 95.4 93.7 42.4 22.2 23.3 

1/91 174.3 172.1 59.3 31.5 31. 1  25.9 38.2 
2/91 92.8 00.1 63.0 29.6 31.7 26.2 45.5 
3/91 91.2 88.6 69.8 35.6 35.5 29.9 55.0 
4/91 109.4 107.4 80.8 49.4 47.4 42.8 73.0 
5/91 78.7 77.0 73.3 55.3 52.8 47.4 69.5 
6/91 81.8 79.6 81.6 74.1 67.6 61.1 81.3 
7/91 324.9 318.9 98.7 113.1 104.6 95.9 95.6 
8/91 86.8 83.7 92.2 93.1 89.8 82.6 78.1 
9/91 94.5 00.8 129.0 92.6 93.2 86.9 85.7 

10/91 129.4 127.0 109.7 70.6 72.4 66.2 91.9 

• lnfl Inflows into open unemployment; 
lnfl/emp Inflows into open unemployment from employment; 
Outfl Outflows from open unemployment; 
lnVac Inflows of vacancies; 
OutVac Outflows of vacancies; 
Place Job placements by employment offices; 
Train Inflows into training schemes; 

No data available. 
Source: Bundesanstalt fiir Arbeit. 

ALMP in East Germany. In contrast to West Germany, persons need 
not be on the unemployment register to qualify for an ALMP measure. 
We have no way of telling how much of the outflow from open 
unemployment is flow out of the labour force, inflow into employ
ment, and outflow into ALMP measures. This and the low-informa
tional content of the available aggregate flow dafa make it impossible 
to calculate the magnitudes of transitions between states using aggre
gate data. Our panel data set, on the other hand, allows us to estimate 
gross flows between states and to analyze the determinants of labour 
turnover. We undertake this in the next two sections. 

Data and Estimation 

The data are taken from a survey of 10,000 randomly selected 
individuals who were residing in the former German Democratic 
Republic in November 1990. The respondents were reinterviewed 
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four months later, and it is these responses that enable the construction 
of a transition database.3 

The labour market is divided into three sectors: employment (E) ,  
unemployment (U) ,  and outside the labour force (N) . People on 
training measures are combined with the unemployed. Our data set 
does not allow us to distinguish participants of job creation schemes 
and regularly employed people. We follow Marston (1976), Toikka 
(1976), and Clark and Summers ( 1979, 1982a, 1982b), among others, in 
assuming that movements between states are governed by a Markov 
process. Hence the probability of transition depends only on the state 
currently occupied. Three states implies nine potential transitions 
where UEi, for example, represents the probability that an individual 
is observed employed at time t, conditional upon being unemployed at 
time t-1. The gross probability of transition from state i to state j is 
given by 

( 1 )  i ,  j = e ,  u ,  n ,  

where Fii i s  the number of  individuals in state i in November 1990 and 
in state j in March 1991, while Si is the origin stock in November 1990. 
The duration of state occupancy is given by the reciprocal of the 
outflow rate: 

(2) 
1 

� pij 
J 

i ¥= i . 

Individual transition equations are estimated by multinomial logit 
regression. The Markov probability of moving between states of the 
labour market is then a function of place (November 1990). Separate 
equations for men and women are presented since the labour market 
facing the two groups is quite distinct. 

Results 

Table 3 presents gross transition probabilities of various age and 
sex groups into all three states over a four-month period. If the 
transitions were governed by a pure Markov process (homogeneous, 
s tationary rates ) ,  then each individual would face transition 
probabilities given by row l .  The majority of individuals remain in the 
same state over the sample period, as evidenced by the high figures for 
EE, UU and NN. However, a substantial proportion of workers both 
entered and left employment over the same period. The estimated 
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TABLE 3 
Labour Market Transition Probabilities by Sex and Age: 

November 1990-March 1001 

Probability of Transition 

Sex and Age EE EU EN UE uu UN NE NU N N  

1) Total .931 .043 .026 .150 .714 . 136 .059 .023 .918 
2) Male .942 .033 .025 .199 .632 . 169 .o:n .013 .950 
3) Female .921 .052 .027 .116 .771 . 1 13 .069 .027 .904 
Males 
4) 16-24 years .934 .043 .023 .333 .541 . 126 .096 .016 .888 
5) 25-49 years .945 .028 .027 .220 .568 .212 .014 .010 .976 
6) 50-64 years .913 .029 .058 .096 .543 .361 .007 .003 .990 

Females 
7) 16-I9 years .899 .069 .032 . 145 .043 .812 
8) 20-49 years .932 .052 .016 .122 .737 .141 .058 .026 .916 
9) 50-59 years .861 .053 .086 .009 .563 .368 .008 .006 .986 

E = Employment, U = Unemployment, N = Not in Labour Force. Sample sizes: 
E = 3271, U = 202, N = 458 men, E = 3052, U = 293, N = 1025 women. - Indicates 
no transition observed. 

four-month employment outflow rate of 6.9 percent (EU + EN) 
compares with an annual figure of  7.0 percent observed for Great 
Britain (Wadsworth, 1989) during the recession of the early eighties 
and a figure of 5.3 percent for the United States in 1974 (Clark and 
Summers, 1982a) .  Given a rapidly declining stock of employment, 
four-month rates are certainly smaller than annual rates. The 
employment outflows in the former CDR are therefore taking place at 
a far higher rate than in Western economies in recession. Most of these 
outflows are a result of labour shedding, but a small proportion of 
these flows may be voluntary . The existence of severance packages 
financed by the Treuhand may have encouraged early retirement 
among older workers. 

The loss of employment is only partially offset by the creation of 
new jobs, the flows UE and NE. The relative magnitudes of 
employment inflows, the unemployed and out of the labour force 
stocks multiplied by the appropriate inflow probabilities, implies a net 
employment loss of 4.4 percent over four months, again higher than in 
the West. Both higher employment outflows and lower employment 
inflows contribute to this observation. Using equation (2), the average 
completed duration of unemployment is around 10 months. In Britain 
for 1983-84 the comparable figure was 19 months. In Britain the high 
proportion of long-term unemployed,4 who often had very long 
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uninterrupted spells, contributed substantially to this figure. The 
relatively long average completed duration in East Germany at this 
stage of the transformation process is therefore very striking. Further, 
row 1 demonstrates that an unemployment spell is almost equally 
likely to end in a labour force withdrawal as in employment. 

The existence of differential labour market experiences between 
men and women is highlighted by rows 2 and 3. Women are more at 
risk from loss of employment than men. At the same time, their 
chances of obtaining a job, the combined effect of UE and NE, are 
some five percentage points lower. In Britain, unemployed women 
have larger unemployment outflow rates than men, mainly because 
the pattern of job creation, mainly in service industries, favours the 
employment of women. As yet, job creation in the former CDR does 
not mirror this pattern. Women who remain in the labour force face a 
longer potential duration of unemployment than men, 13 rather than 
eight months, though labour force withdrawal is less of a permanent 
state for many women. 

Rows 4 to 9 outline the influence of age on transition probabilities. 
As in the West, prime-age workers enjoy greater employment stability 
and labour force attachment. The duration of unemployment for 
many older workers is shorter due to an increased likelihood of labour 
force exit. Younger workers face preferential hiring rates. 

Table 4 gives transition probabilities with a different disaggrega
tion. The employment state is divided into nine sectors and unemploy
ment and training schemes are shown separately. It is striking how 
small flows are between sectors, i.e., that direct reallocation of labour 
between sectors takes place on a very limited scale. For all sectors, we 
have positive net outflows from employment as employment outflows 
clearly dominate inflows into employment. The estimated four-month 
outflow rates from employment (EU + ES + EN) are highest for 
agriculture and other manufacturing, lowest for transport, finance, 
and metal manufacturing. 

The multinomial logistic regressions underlying Table 5 attempt to 
identify the factors that explain the employment outflows in Table 3. 
It emerges that those workers most at risk from loss of employment 
are the least productive from the firm's outlook, i.e., relatively lower 
paid, on short-time work, and with a below-average level of job 
tenure. Men are most at risk if employed in establishments with over 
1000 workers, while the opposite is observed for women. The greater 
propensity of younger and older workers to leave the labour force 
after losing a job is confirmed. It is striking to note that private 
ownership of the firm or its western control appear to make little 



TABLE 4 

Labour Market Transition Probabilities by Sector: 
November 1990-March 1991 

Destination State: March 91 :;:; 
:::0 
> 

Origin Metal Other Other .... .... 
State Agric Mine man. man. Const Distr Trans Fina serv. Unemp Schem NLF ...., 

::c 
Employment: > 

Agricult .852 .008 .008 .004 .074 .008 .048 z 
Mining .915 .006 .006 .006 .035 .003 .029 z c 
Metal man .001 .955 .004 .002 .002 .019 .003 .015 > 
Other man .891 .008 .003 .072 .004 .023 l' 
Construct .002 .002 .004 .009 .919 .002 .046 .017 '"0 
Distribut .001 .001 .007 .001 .912 .057 .006 .015 :::0 0 
Transport .002 .003 .967 .010 .003 .014 (") 
Finance .966 .022 .Ol l trl 
Other ser .001 .002 .005 .002 .939 .028 .004 .017 trl 0 

Unemployment .009 .002 .017 .012 .012 .007 .709 .076 .156 2 
Schemes .038 .ll5 .038 .154 .654 Ci CJJ 

Not in Labour 
Force .006 .007 .005 .003 .003 .004 .003 .018 .003 .949 

Note: Sample Size = 8920. Scheme incorporates all participants on official training measures. - Indicates no transition observed. 
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TABLE 5 

Marginal Variable Effects from Employment 

Men Women 

Variable 
Sample 
Mean dPeu/dx dPen/dx 

Sample 
Mean dPeu/dx dPen/dx 

Age: 16-19 .02 -0.014 0.040° 0 .02 -0.036 0.010 
20-24 .08 -0.003 0.006 .07 0.007 0.031° 0 
50-64 .26 0.006 0.040° 0 .21 0.006 0.064° 0 

Education: 
Degree .14 0.008 -0.007 .10 -0.048° 0 -0.024 
Semi .05 0.011 -0.012 .04 0.027 -o.027 
Technik .28 -0.007 0.007 .32 -0.023° 0 -D.Ol8° 0 

Single .23 0.020° 0 -0.006 .25 -0.008 0.008 
Dep child .51 0.011 -0.001 .50 0.002 0.005 

Industry: 
Constr. .14 0.010 -0.011 .03 0.007 0.000 
Mine. .08 -0.004 0.002 .03 0.001 0.015 
Distrib. .25 -0.001 0.003 .44 -0.023° 0.004 
Bank .07 0.009 0.009 .18 0.012 -0.002 

Firm Size (# of employees): 
> 1000 .33 0.022° 0 0.017° .23 -0.029° 0 -0.007 
100-1000 .37 -0.007 0.017" .38 -0.015 -0.008 

Private .46 0.001 -0.001 .33 0.003 0.000 
West .09 0.011 -0.009 .07 0.015 -0.001 

Job Tenure: 
< 1 year .15 0.005 0.009 .12 0.023° 0.009 
1-3 yrs .21 0.003 0.010 .26 0.022"" -0.004 
3-10 yrs .08 0.020" 0.003 .09 0.038" "  0.007 

Short-Time .21 0.020""  0.019" " .19 0.047"0 0.002 

Log (Wage) 7.02 -D.006" " -o.oos· · 6.75 -0.007 " "  -0.003 

All regressors, with the exception of Log (Wage), are 0-1 dummy variables. Marginal 
effects given by 

dP/dx, = Pj [bj - !,P,b,), 

where b, are the estimated regression coefficients and the transition probabilities, P,, are 
set at sample mean values given in rows 2 and 3 of Table 3. 

• • Denotes significant at 95� level. 

• Denotes significant at 90'1: level. 

difference to this general pattern. This may be because the sample 
period is insufficiently long to incorporate any behavioral changes 
brought to a firm by a change of ownership. 

Summary of Findings 

Our results confirm that transition in East Germany was associated 
with a sharp rise in unemployment, primarily because of an increase in 
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the flows of workers into the unemployment state. If we take into 
account short-time working and active labour market policies, the 
scale of the emerging unemployment problem is truly enormous and 
provides a worrying signal to countries embarking on the path of 
reform later or more slowly than East Germany. This is particularly so 
when one reflects that, while the exchange rate chosen was 
unfavourable, the East Germans have the advantage, relative to all 
other countries in transition, of direct access to Western capital, 
management, and know-how. The estimated average completed 
duration of unemployment, already quite long at the given stage of the 
transition process, points to the very real danger of a large component 
of long-term unemployment among the unemployed. We also find 
that, contrary to the assertion of those who favour rapid privatization, 
labour market adjustment is not significantly affected by either private 
or foreign (West German) ownership. This could reflect the fact that 
either on average, state firms guided by the Treuhand, are adjusting to 
the new market conditions very rapidly despite state ownership, or 
that the controls and conditions laid down at the point of privatization 
prevent private owners from laying off workers faster than the state 
would have done. In the latter case, a difference in employment 
behaviour could emerge over a longer period. 

Endnotes 

1 In official statistics short-time workers are partitioned into quartiles according to 
the percentage shortfall of full-time work. For example, workers who work between 75 
and 100 percent of 39.5 hours are in the 0 to 25 percent category. Taking the midpoint 
of the proportions in each category and multiplying it with the stock gives us a rough 
estimate of full-time equivalent unemployment associated with each short-time workers 
category. 

2 In Table 1 we call the stock of persons in training and job creation schemes and the 
full-time equivalent unemployment associated with short-time working additional 
unemployment rather than hidden unemployment. The latter term is often used in the 
western economics literature to describe the above type of unemployment (e.g., 
Calmfors and Forslund, 1990}. When discussing transition economies the term hidden 
unemployment is better reserved for the phenomenon of overmanning at the workplace. 

3 There were two further waves, in July and November 1991. The data from these 
reinterviews, once available, will allow us to construct a more elaborate transition data 
base. The sample is not entirely random. Attrition between the two interview dates 
reduced the sample to 8,301 valid responses. The results should therefore be interpreted 
along with the caveat that it has proved difficult to control for any possible bias caused 
by the omission of nonrespondents and migrants. 

4 In 1984, the proportion of long-term unemployment in Britain was 39.8 percent 
(Bellmann and Lehmann, 1991}. 
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The Ch a ng i ng Face of La bor M a rkets 
a nd I nd u str i a l  R e l at ions i n  B u l g a r i a  

DEREK C. JoNES 
Hamilton College 

The sweeping changes in Eastern and Central Europe have 
profoundly affected industrial relations and labor markets. In this 
paper major changes in Bulgaria are reported and evaluated, paying 
particular attention to developments from early 1991 until January 
1992. The next sections discuss the major economic and political 
changes following the demise of the dictator Todor Zhivkov in 
November 1989, with an emphasis on those reforms and outcomes in 
areas for which data are available and which appear to have been most 
extensive, particularly unemployment, earnings, and trade unions. 
Inevitably in such a short paper I can only highlight some major 
themes. Moreover, given the fragmentary nature of the available data, 
some of the discussion necessarily must be tentative. 

Political Changes: The Emergence oi a 
Non-Socialist Government 

The replacement of the dictator Zhivkov (after a bloodless coup in 
November 1989) was followed by the rapid emergence of political 
pluralism, much of which coalesced into the United Democratic Front 
(UDF). However, it was the Bulgarian Socialist Party (the BSP, 
formerly the Communists) that received a mandate in the free 
elections that followed in June 1990. For several months after the 
elections in 1990 the Socialists tried unsuccessfully to form a coalition 
government, and in September the BSP was forced to establish a one
party government. During this time their popular support significantly 
eroded. This culminated in December with the fall of the Socialist 
government. Subsequently a coalition caretaker government headed 
by the UDF under Dimiter Popov emerged. Following new elections 
in October 1991, for the first time a non-Socialist party (the UDF) won 
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most seats in the National Assembly. However, reflecting a polariza
tion of politics, the Socialists gained almost as many seats as the UDF. 
Importantly, the smaller parties (some of whom were formerly 
aligned with the UDF) and including some centrist parties collective
ly polled almost 25 percent. Yet none secured any parliamentary rep
resentation since they each failed to gain the required 4 percent of 
votes cast. Thus the current situation is one in which the UDF, led by 
Prime Minister Filip Dimitrov, heads a minority government, and the 
balance of power is held by the Movement for Rights and Freedoms, 
a party mainly supported by ethnic Turks. Most recently in presiden
tial elections in January 1992 the UDF candidate Zhelu Zhelev was vic
torious, though the BSP candidate received 46 percent of votes cast. 

Macroeconomic Changes: The Emergence of Unemployment 
and Inflation 

In the period since 1988 the official economic indicators point to a 
rapidly worsening situation (Jackson, 1991) .  Thus in 1989 the official 
annual rate of growth in net material product (NMP) was negative for 
the first time, and during 1990 the GDP is estimated to have fallen by 
13.6 percent in real terms. In addition, open inflation and unemploy
ment emerged for the first time. For example, in 1990 inflation rose 
rapidly with some estimates in excess of 50 percent (Planecon, 1991) .  

In  the first half of 1991 the pace of  economic reform had quickened 
with economic ministries led by UDF appointees. Following an agree
ment with the IMF, a program of heterodox (i.e., including an incomes 
policy) macro stabilization was introduced. At the heart of this 
program was the liberalization of most prices. As a result, according to 
preliminary data from the Central Statistical Institute, consumer prices 
are estimated to have risen by Ill percent during February and by 50 
percent during March alone. A second spike in inflation followed 
further price reforms during the summer of 1991. However, in 
between these times, as well as since the summer, inflation seems to 
have moderated and to be running at no more than 2-4 percent per 
month. However, the slump has intensified. Preliminary official 
estimates show GDP falling by about 30 percent during 1991. 

Reflecting an abandonment of a governmental commitment to full 
employment (as well as the reciprocal obligation of all able-bodied 
adults to be available for employment), open unemployment began to 
emerge in late 1990. Monthly data for those officially registered as 
unemployed for the period since July 1990 show a growing rate of 
unemployment and, for the most part, an accelerating rate of growth 
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in unemployment (Jones, 1991) .  Thus, while the volume of unemploy
ment at the end of 1990 was officially estimated at only 65,000 (a rate 
of about 1.5 percent), by March 1991 it had grown to about 3 percent, 
and by December it was estimated to be between 10 and 12 percent. 
Also there is substantial regional variation in the incidence of unem
ployment and the unemployed are disproportionately female. 

Moreover, there is evidence that the official figures understate the 
true rate of unemployment. Many employees are counted as 
employed, even though they are on long-term unpaid leave. Also there 
is much involuntary part-time employment. At the same time there is 
preliminary evidence that many employed individuals have more than 
one source of labor market income and that some of the "unem
ployed" are, to some extent at least, earning income that is not 
reported. 1  On these and similar matters it is clear that much more 
careful survey work is needed to develop a clearer picture of the true 
labor market dynamics. Equally, since as yet there has been so little 
structural change, it seems clear that most unemployment has resulted 
from the implementation of stabilization policies. As budget con
straints on enterprises harden further, much more structural unem
ployment can be expected. The process of structural adjustments lead
ing to labor-shedding can be expected to accelerate once a privatiza
tion law is in place. Consequently, unless the private sector is able to 
grow at a dramatically faster rate than hitherto (see Anachkova, Jones, 
and Parchev, 1992), unemployment rates of more than 20 percent are 
quite possible by the end of 1992. 

Incomes and Payment Systems 

Under the centrally administered system, wages were fixed 
centrally and labor unions did not participate substantively in that 
process. Most employees were paid a predetermined amount that did 
not vary with, for example, enterprise performance. Typically wages 
surprisingly constituted only between 10 and 17 percent of total pro
duction costs. Wage differences, though often larger than commonly 
supposed (Jones, 1991) ,  were typically unrelated to productivity. 
Since the fall of Zhivkov there have been major changes in most of 
these procedures with consequent changes in outcomes. 

Until June 1991, while Bulgaria still was formally characterized by 
a centralized system of wage determination, a "loosening-up" process 
began. While the provisions of the labor code remain unaltered since 
the Zhivkov era, the centrally determined agreements were, in fact, 
being treated only as a general guideline. After this, especially on 
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matters such as working conditions, it was as if there was a second 
round of agreements that were more responsive to local conditions 
and concerns. The emergence of waves of strikes in pursuit of 
economic interests (Jones, 1992) clearly played a part in precipitating 
these institutional changes. 

There were also significant changes at the top level in the way in 
which incomes were fixed. The year 1990 saw the beginning of a form 
of institutionalized tripartitism whereby the union confederations 
formed social partnership arrangements with the government and rep
resentatives of "employers" to hammer out various agreements includ
ing an "incomes policy." But perhaps the change that is likely to have 
the most long-lasting effect was the reswnption of firm-level collective 
bargaining in June 1991. Following a government decree, all firms 
were required (for the first time) to conclude contracts at the enter
prise level on issues relating to the terms and conditions of 
employment. 

On some of these matters, e.g., the nature and content of collective 
contracts, the available data as yet are very fragmentary and the 
outcomes remain unclear. However, while specificity is often lacking, 
in some key respects we see that the economic changes previously 
discussed (in conjunction with these major institutional changes) 
already have had clearly visible implications for real incomes and their 
d:stribution. For example, it is estimated that, on average, since 1989 
real wages have fallen by 50 percent-considerably more than the 30 
percent that was predicted by the signatories of the social partnership. 
Real incomes of pensioners have fallen by a similar or perhaps even a 
greater amount. In tum, this has led to even more of a "leveling effect" 
on incomes for workers in state firms. At the same time and as 
expected, there is evidence of changing wage relativities as the shift to 
a mixed economy continues. Thus in a pilot study of executive 
compensation, evidence was found that chief executives, who under 
the command system seldom were the highest paid, were now 
emerging more and more as the top eamers.2 

The Transformation of Industrial Relations 

The political and economic changes described above have had 
significant effects on the system of industrial relations.3 Even before 
the elections of October 1991 (and the subsequent emergence of a 
UDF minority government), from November 1989 thru June 1990 
there were several crucial developments in the Bulgarian industrial 
relations system, the net upshot of which was to radically transform 
the whole apparatus. 
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A fundamental development was the transformation of the 
erstwhile statist (BTU) unions into a new grouping (CITUB) that 
strives to represent the interests of its members and is independent of 
any political party (Jones, 1992) . As part of this apparently 
unprecedented process, 4 we witness changes such as a marked 
decentralization of the former centralist unions. 

Another key change has been the emergence of trade union 
pluralism. An entirely new federation, Podkrepa (Support), appeared 
in 1989 (Jones, 1992) .  In November 1990 it organized a general strike 
that was instrumental in leading to the collapse of the Lukhanov 
government. While CITUB and Podlcrepa are by far the most 
important, they are not the only organized representatives for 
Bulgarian workers. There exists a handful of unions that do not belong 
to any federation and other federations, notably Edinstvo (Unity) ,  
which has close links with the BSP. 

A third major development was the emergence of tripartite 
structures. The initial development in this process took place in March 
1990 (during the Lukhanov government and the conclusion of a so
called general agreement between the CITUB, the government, and 
the National Union of Economic Managers) .  This was followed by the 
conclusion of an Agreement on Social Peace in January 1991 with 
CITUB, the government, and Podkrepa. This included a no-strike 
pledge and acceptance of wage cuts averaging 30 percent, reflecting 
conditions suggested by international lenders. It has since proved quite 
clear that the existence of this agreement played a crucial role in the 
implementation stage of the economic reforms. In order to implement 
the provisions of the agreement and continue the process of social 
partnership, a standing body, the National Council for the Coordina
tion of Interests, was established. This tripartite institution (with rep
resentatives from organized labor, the government and the employers) 
emerged in April 1990 and has seven subcommittees (e.g., on privati
zation) . Moreover, these social partnership arrangements were subse
quently reaffirmed in June 1991 with the passage of the Agreement on 
the Further Course of Economic Reform and the Preservation of 
Social Peace. 

However, beginning in November 1991 under the Dimitrov gov
ernment, Bulgarian industrial relations entered a new era. The key de
velopment was the decision of the government to confiscate the assets 
of the trade union movement. As such this action represented a 
marked change over activities during the election campaign. Then the 
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UDF vowed to confiscate assets of former communist organizations 
but not those of the trade unions. Moreover, this action was supported 
by Podkrepa. The new government has also introduced measures by 
which it deemphasizes the role played by the tripartite machinery that 
had been evolving since early 1991 . Another important development is 
the splitting of Podkrepa. On January 5, 1992, following unsuccessful 
attempts to force the entrenched leadership to change its allegedly 
undemocratic and overtly political policies, the opposition wing (rep
resenting about one-fifth of total Podkrepa membership) formally 
separated from the main body. 

Assuming that the government continues with these policies, the 
likely net effect will be to seriously weaken the strength of CITUB 
relative to Podkrepa. Another consequence will be to further fragment 
the labor movement-in particular, to heighten tension in already 
strained relationships between Podkrepa and CITUB. However, it is 
less clear what, in the long run, the government expects will be the 
consequences of these actions. At a minimum it seems that the vision 
is one in which organized labor has much less of a central role to play 
than was the case under the previous emerging corporatist arrange
ments. As such this may be at odds with the wishes of the working 
population, the majority of whom arguably wish to see trade unions 
continuing to play an important role in contemporary Bulgaria, espe
cially one in which the political middle ground is weakly represented.5 
The continuing commitment of members to unions is also reflected in 
membership data. After an initial drop in union membership (i.e., 
following the demise of the statist BTU unions which essentially 
enjoyed 100 percent membership levels), the best available evidence 
suggests an overall membership rate of about 70 percent. The bulk of 
these members (2.3 million) are in unions associated with the CITUB 
(compared to about 500,000 in Podkrepa) . 

Conclusions 

While there are important gaps in our knowledge and recognizing 
that the situation in Bulgaria has been and continues to remain very 
volatile, it is apparent that there have already been significant changes 
in Bulgarian labor markets. In some respects the Bulgarian case is 
similar to other experiences in Eastern and Central Europe, for 
example, the shift from economies characterized by labor shortage to 
states of massive labor surplus.6 But the nature and extent of the 
changes in labor relations seems to be qualitatively different than 
elsewhere. In particular, the demonstration, at least by key leaders of 
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the CITUB unions that they have nothing in common with the old 
(BTU) unions and that they can act independently of Socialist parties 
and contribute to broader social reform, seems unparalleled. 

While real change has occurred, it is less clear what the future 
direction of change will be. Concerning the evolution of labor unions 
and industrial relations, much depends on the specific policies of the 
new government. For example, what happens to the assets formerly 
owned by the trade unions will be of great importance to the 
composition and overall strength of organized labor. Both labor unions 
as well as labor markets will be vitally affected by the particulars of 
the law on privatization. For example, Parvulov (1991) argues that a 
privatization law should provide feasible incentives for employees to 
assume significant ownership stakes. If this happens together with 
institutional arrangements that build on previous experiments and 
provide for significant employee participation (Jones and M eurs, 
1991) ,  this could have major implications for the functioning of labor 
markets and the organization of work.7 

But in all of these matters it is clear that our factual knowledge of 
a very dynamic situation leaves much to be desired. It is important 
therefore to develop improved survey methods in order to improve 
our knowledge of what precisely is happening in Bulgarian labor 
markets and in the nature and pattern of institutional changes.8 
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Endnotes 

1 This is based, in part, on work in progress by the author and Bulgarian collabora
tors. 

2 This is based on interviews with executives in 13 firms during June-November 1991. 
The results that form the actual survey of a sample of executives in about 100 enterprises 
are expected to be available in December 1992. 

3 The best account of the system as it was until the late 1980s is Petkov and Thirkell 
(1991) .  

4 Previous attempts at  such reforms from within were always unsuccessful in Eastern 
Europe. For the case of Czechoslovakia in the late 1960s see Windmuller (1971) .  

5 For example, data drawn from diverse attitudinal studies suggest this conclusion. 
6 For example, compare with those country experiences reviewed in the July 1991 

issue of International Labor Review, edited by Standing and Sziraczki. For broader 
comparisons see Sturmthal and Scoville (1973). 

7 See, for example, Blinder ( 1990) . 
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8 To this end the author, in collaboration mainly with Bulgarian social scientists, is 
currently undertaking a series of related surveys on issues such as labor market 
flexibility, transitions in the labor market (especially by following a panel of the 
registered unemployed),  and the changing nature of executive compensation. 
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Recent events in Hungary give us an unprecedented opportunity to 
analyze the strategic choices of a new, freely elected government in a 
country ruled by a Communist party for 42 years. In April 1990, 
Hungary (population 10.5 million) elected the Hungarian New Demo
cratic Forum (NDF), a conservative quasi-paternalistic party. In coali
tion with two small right-wing parties, it declared its determination to 
create a "social" market economy: a market economy with an ade
quate social safety net. At the time of the election, Hungary already 
had private businesses which produced 10 percent of the GOP in 1989 
(Illes, 1990),  a stock exchange, and state-owned commercial banks. 

Hungary, like other Eastern European countries, is now experiencing 
a prolonged recession. It also has the biggest external per capita debt in 
Eastern Europe ($2054 in U.S.  dollars) (Hungarian Statistical Institute, 
1990) . The economic crisis is mainly the product of the old centrally 
planned economy. Two new factors further contributed to the crisis in 
1991: the collapse of the COMECON market (Hungary's principal trad
ing partners) and the recession in world markets (Erdos, 1991) .  

Against this political and economic background, this paper 
examines the transformation of Hungary's industrial relations system. 
Its aim is to facilitate further policy and theoretical analysis by 
providing a concise description of these changes . 

Changes in  H ungarian Unions 

Until 1987 only one national trade union organization existed iil 
Hungary, the Central Trade Union Council (CTUC),  based on the 
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"one company-one union" model. At the company level, workers 
elected shop stewards who in turn elected a company trade union 
committee. Company committees formed district trade union bodies, 
which in turn were represented at the national level by 19 industry 
federations, the members of the CTUC. The CTUC was based on the 
principle of democratic centralism-decisions of higher level organi
zations were binding on lower levels. 

The trade unions' role in Socialist Hungary was both to promote 
production and at the same time defend the interest of workers. 
Company-level unions concluded collective agreements with local 
management. However, the government's extensive regulatory regime 
covering almost every aspect of employment substantially curtailed 
the scope of collective bargaining. Unions were not independent of 
the Communist party. Until the middle of the 1980s the prevailing 
ideology was that unions, the state, and the party had a common 
objective: to build a Socialist society. 

The CTU C participated at the national level in the determination 
of living and working conditions through regular meetings with 
government representatives and as a member of the tripartite Wage 
and Labor Council. The General Secretary of the CTUC also attended 
cabinet meetings in an advisory capacity and had veto power on 
matters affecting labor. In case of disagreement between the 
government and the CTUC the party made a final decision. 

Worsening economic conditions in the mid-1980s drastically 
changed the role of trade unions, most notably in the formation of new 
independent (of the CTUC) unions. The first such union was 
established by scientists and others employed in the field of scientific 
research. Others quickly followed, as many employees felt the 
CTUC's close ties to the Communist party seriously hindered its 
ability to represent their interests. 

These new unions forced the CTUC to abandon its close ties to the 
Communist party and to reorganize itself on a federational basis in 
early 1990. However, its structure at the workplace remained the 
same, leaving the new unions with the problem of how to gain a 
foothold at the company level. Some used a provision of the modified 
Labor Code of 1989 (which granted participatory rights in firms' 
management to employee groups) to legitimize themselves at the 
workplace through the formation of works councils. This alternative 
route was necessary as the code gives the trade union that represents 
the majority of employees (usually still the CTUC union) the right to 
collective bargaining. In other cases, existing sectoral unions severed 
their ties with the cruc and became independent. 
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By September 1991 six new national federations of independent 
trade unions existed with an overall membership of 1,635,000 (Heti 
Vilaggazdasag, 1991) . While membership in these organizations is 
increasing (by about 25 percent since December 1990) it does not 
compensate for the membership loss of the National Coalition of 
Hungarian Trade Unions (successor to the CTUC),  whose member
ship has declined from over four million to just two million. While it 
seems clear that the overall unionization rate has declined from about 
95 percent in 1984 to approximately 80 percent in 1991, there are 
conflicting data about the current rate. Based on the numbers supplied 
by the unions themselves, the current rate would be about 90 percent 
(Toth, 1991 ) .  However, other estimates are as low as 30 to 50 percent. 

The new independent unions gained recognition at the national 
level after the new government took office. All seven trade union 
federations ( including the CTUC's successor) participate in the 
tripartite Conciliation Council set up in August, 1990 (Herzogh, 1991 ) .  
(This is in sharp contrast to its predecessor, the National Council of 
Conciliation, established in 1988, in which the CTUC alone repre
sented labor.) 

One consequence of the change is competition among unions for 
members and influence. Some union leaders allege that feuding 
among union organizations is fomented by the political parties that 
lack the unions' mass support (Hay, 1991 ) .  According to the move
ment's own evaluation, the unions' ability to represent their members' 
interests is weak at both the workplace and the national level, while 
representation at the regional or industrial level barely exists (Hay, 
1991) .  The bargaining position of workers has been deteriorating 
steadily with the rise of unemployment and the accelerating decline of 
real wages (Figyelo, 1991) .  

Changes i n  Employee Participation Structures 

Relatively little change has occurred in nonunion forms of worker 
participation, although important legislation is pending. Most state
owned companies are under the joint control of workers and man
agers, the main form being indirect participation through company 
councils. The councils control all major strategic decisions at the com
pany level. At least 50 percent of council members must be employee 
representatives elected by secret ballot. Managers and professionals 
working for management can also be elected as employee representa
tives. In theory, company councils are supposed to replace impersonal 
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state ownership with the "real owners," workers and managers. In real
ity they do not fulfil this expectation (Lonti, 1989) .  

With respect to companies not under state ownership, the Corpo
rations Act of 1988 stipulates that, in joint-stock companies employing 
200 or more employees, one-third of the supervisory board members 
should be employee representatives. However, the act does not spec
ify the procedures for selecting employee representatives, and we 
have no knowledge of whether employees are exercising their repre
sentation rights. 

Changes to Employer and Management Representation 

Under socialism, workers and management shared substantial 
common interests. Managers, including CEOs, were union members 
along with the workers they supervised. However, companies enjoyed 
an additional avenue of national representation-the Hungarian 
Chamber of Commerce, a voluntary organization having about 750 
affiliated companies in 1984, which is managed by an elective 
committee comprised of CEOs of the largest Hungarian companies. 
The chamber's main functions were to promote trade and exports, dis
seminate information, and represent management in negotiations with 
unions and government. It did not operate at the company level and 
was confined to a consultative role at the national level as a member of 
the Wage and Labor Council and, from 1988, the National Council of 
Conciliation. The chamber's president attended meetings of the cabi
net, but the chamber was not invited to the regular meetings of the 
CTUC and the cabinet. Small entrepreneurs and agricultural, indus
trial, and consumption cooperatives had their own employer organiza
tions which enjoyed the same consultative rights as the chamber of 
commerce. 

The political and economic developments described above brought 
about changes in employer organizations. In 1989 CEOs of state-owned 
companies established an independent section of the Hungarian Cham
ber of Commerce. In 1990 the chamber of commerce reorganized itself 
and became a loose federation of regional, professional, and industrial 
management organizations, ending the direct membership of individual 
companies. The chamber now consists of 30 industrial and nine regional 
organizations, representing approximately 2,000 state-owned and pri
vate companies (Figyelo, 1990). 

The representation of small entrepreneurs also changed. The 
National Federation of Entrepreneurs, established in the mid-1980s, 
has gained increased support with the growth of the private sector. 
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The National Organization of Small Entrepreneurs abolished compul
sory membership and renamed itself the National Association of In
dustrial Organizations. At the same time, new organizations such as the 
Manufacturers' National Association (MNA) have appeared on the 
scene. The MNA claims among its members the CEOs of hundreds of 
major state-owned companies, along with all major entrepreneurs. 

By 1991 nine employer organizations were participating in the 
tripartite Conciliation Council. Some of these organizations are 
competing for the exclusive right to represent employers. However, 
this competition appears to be far less intense than that among unions. 

Government Policies 

Government legislation and policy regarding privatization, 
tripartite consultations with labor and management, and other issues 
pertaining to unions all have implications for Hungarian industrial 
relations. 

Privatization 

The new government announced it intended to privatize 2,180 of 
Hungary's approximately 2,300 state-owned companies (The Econo
mist, 1991) .  It opposes the current joint control of state-owned compa
nies by workers and managers through company councils, and plans to 
revoke these councils by the end of 1992 as part of the privatization 
process. It also ended companies' "spontaneous" privatization, 
alleging that managers profited by transforming their companies to 
joint stock ventures and cutting sweetheart deals with outside 
(sometimes phoney) investors. 

The government decided to carry out privatization in stages, 
aiming to reduce the state sector from 90 percent of GDP in 1990 to 40 
percent by 1995. The government's "Ownership and Privatization" 
program (September, 1990) created three routes for privatization: 
state-initiated privatization of selected companies, self-initiated 
privatization through a competitive process, and third-party-initiated 
privatization. Because of the slow pace of sales of state companies, the 
government is now planning to allow more "self-privatization" and 
encourage more foreign investment. 

Although labor and management were consulted at the national 
level on privatization policies, the government's privatization initia
tives did not provide for direct employee, union, or management par
ticipation in the process. Participation at the workplace level is nonex
istent, except at firrns controlled by company councils. In response to 
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unions' demands for more input, the government's new "Agenda on 
Privatization" of October 1991 promises to examine options for 
information sharing and consultation with local management and 
employees. The draft labor code requires that plant councils be 
consulted on privatization. However, the first councils will not be 
elected before the summer of 1992. 

The government's "Directives on Property Policies" creates an 
alternative avenue to worker ownership by allowing 15 percent of the 
stock of new companies to be sold to employees at 50 percent of the 
market price. Unfortunately, we do not have any information about 
the extent to which employees are aware of this possibility and, if they 
are, whether they are taking advantage of it. In the same vein, the 
"Agenda on Privatization" calls for the development of an Employee 
Stock Ownership Program. 

Tripartite Consultations 

Under the Communists, government was a major player in the 
industrial relations arena. A logical consequence of the political change 
is the gradual reduction of extensive government control of the society 
and the economy, and a redefinition of the "rules" governing industrial 
relations, including the role of the government in tripartite consulta
tions. 

Industrial relations seems a priority for the new government. It 
restored the Ministry of Labor (only a lower-level state office between 
1981 and 1990) . According to its mandate the newly-restored ministry 
must develop, in consultation with the workplace parties, structures 
that would promote the social partnership of these parties and seek 
their input into government policies. As a result, the national-level 
tripartite Conciliation Council was established in August, 1990. (The 
idea is not new; tripartite national-level consultation had been pur
sued, although in different forms, since 1985.) 

The role of this council is to be codified under the new labor code. 
The council, contrary to previous consultation efforts, allows 
employee and employer organizations to decide which organizations 
shall participate. Current membership includes seven trade union 
organizations, nine employer organizations, and the government. The 
council is self-governed; members decide on rules and procedures. 
Each labor or employer member's position is first developed in 
consultation with its own membership, and then in caucus with other 
labor or employer organizations. Any member organization has veto 
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power in its caucus. If labor or employer members cannot reach 
agreement in caucus and the dissenting organization exercises its veto, 
the vote of that group is void, leaving the decision up to the other 
group and the government. 

The purpose of the council is to provide a forum at the national 
level for tripartite consultation on fundamental issues affecting 
employment and industrial relations. The government is required to 
consult the council before introducing new legislation on matters in the 
council's jurisdiction, and to present the council's views to the 
legislature. On some issues the cabinet needs the council's agreement 
before introducing legislation. The council is also to be the forum for 
national wage negotiations. 

In its first year the council discussed company councils, the 
cabinet's three-year economic policy program, the draft of the 
employment act, and other issues related to industrial relations. The 
council was also instrumental in settling a taxi-drivers' strike in the 
autumn of 1990. 

Other Policies 

Three pieces of recent or pending legislation fundamentally alter 
the industrial relations system in Hungary: the legislation on trade 
union assets, on payment of union dues, and the new labor code 
introduced in the autumn of 1991 (Government of Hungary, 1991) .  

According t o  the government, the legislation on trade union assets 
is intended to enumerate those assets and freeze them pending 
equitable redistribution among all trade union organizations. The 
government claims that most of those assets are state owned and were 
only granted for the use of unions; assets acquired with compulsory 
membership dues are illegitimate. The legislation establishes a trustee 
organization for the assets, and contemplates their redistribution based 
on the membership of each union as established by trade union 
elections to take place by July 1992. 

Trade unions are divided on the legislation. One union that would 
benefit under the legislation regards it as intended to end interunion 
rivalry and strengthen the movement (Figyelo, 1991) .  Other unions 
argue that the legislation interferes with the internal affairs of trade 
unions and contravenes the freedom of association rights guaranteed 
in the constitution. 

The union dues legislation requires a union member wishing auto
matic deduction of dues from wages to give a written request to the 
employer, which may then approve or deny the request. The legislation 
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is "voluntary" insofar as neither employee nor employer is forced to 
accept automatic deduction. According to the government, the legisla
tion also promotes equality as it applies to all employers and union 
members. Although compulsory dues checkoff was introduced by the 
CTUC in 1988, the government contends that the practice never had 
a legislative basis. 

The draft labor code proposes less detailed regulation of the 
employment relationship and a system based more on common law 
and equality among the parties. Unlike the previous code it does not 
set out compulsory employment standards but prescribes minimum 
standards that can be enhanced through collective bargaining. 

While the new code guarantees employees' right to form and join 
trade unions, it distinguishes between union representation and 
employee participation in management decisions through plant 
councils. Each structure is to have different rights and areas of 
responsibility. For example, unions would bargain labor adjustment 
measures but information and consultative rights on these matters 
would be granted to plant councils. 

The code grants unions the right to conclude collective agreements 
dealing with most issues related to the employment relationship. It 
requires union approval of occupational health and safety regulations 
at the workplace, gives unions the right to inspect employment 
practices, requires information disclosure on matters related to the 
employment relationship, and gives the union power to veto employer 
actions it considers unlawful. It allows use of the employer's premises 
for union purposes and posting union information. 

The legislation allows one collective agreement for each firm. The 
bargaining agent is either ( 1 )  the trade union representing the majority 
of employees or (2) the combination of unions that together represent 
the majority. Majority representation is established through plant 
council elections. If no union obtains a majority, employees must 
directly ratify any agreement. The code prohibits closed shops and 
bans benefits or entitlements dependent upon union membership. It 
also indicates when a collective agreement can be extended to cover 
an entire industry. 

The code establishes new employee participatory structures called 
plant councils, elected directly by employees' secret ballot. Councils 
are elected for three-year terms; however, the code requires that the 
first plant councils be elected for a one-year term. The same elections 
determine which union(s)  may represent employees (by having their 
candidates elected). 
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Plant councils may conclude "plant agreements" with management 
on issues related to the employment relationship. They are to be 
responsible for the use of social and welfare benefit funds (the amount 
of funds being decided by union-employer collective bargaining) . 
They must be consulted on any measures proposed by the employer 
that would affect a substantial number of workers, including 
privatization. At least every six months management must inform the 
plant council about the financial situation of the company, major 
investment plans, and plans that would substantially change the profile 
of the company. The council can require management to provide 
information on any issue related to the employment relationship. 

Labor disputes can be initiated by individual employees, trade 
unions, or the plant council. Disputes are to be resolved by the courts 
rather than the previous company-level labor arbitration committees. 
As well, the law requires compulsory conciliation of collective 
disputes involving the trade union or plant council. 

Union and employer response to government policy initiatives has 
been mixed. Unions are not opposed to privatization because they see 
it as a last resort for leading the country out of economic crisis and 
saving jobs. However, they are demanding ( l) the right to information 
on company privatization plans, (2) worker representation on the 
board of the State Property Agency which ultimately carries out a 
large proportion of the privatization efforts and sets general rules for 
the process, and (3) the creation of an Employee Stock Ownership 
Program that would allow employees to purchase stock in their 
privatized company (Nepszabadsag, l99la) . 

Like the unions, employer organizations feel that the major policy 
initiatives on privatization, indemnification, and labor market policies 
were carried out without prior consultation of the workplace parties 
(employers, management, unions, and employees) . According to the 
Manufacturers' National Association (MNA), the government, in 
pursuing its own political agenda, is impeding the process of consensus 
building between labor and management. The MN A now suggests 
that employee and employer organizations meet to work out their 
differences without government participation, outside the purview of 
the Conciliation Council (Nepszabadsag, l99lb) .  

As well, unions and employers are not satisfied with the Concilia
tion Council's efficiency, claiming that it is functioning too formally. 
Disputes around the council have focused on its scope; whether it 
should deal only with issues of industrial relations or discuss other 
social and economic policies as well. Relations between the workplace 
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parties and the government are strained in other respects as well. The 
new government did not trust CEOs who were appointed during 
Communist rule. It replaced those at state-controlled companies and 
ordered new CEO elections to be held by company councils. Although 
the councils reelected approximately 80 percent of the CEOs, it is 
esti�ated that in the first six months under the new government 40 
percent of the CEOs were replaced (Meixner, 1990). 
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DISCUSSION 

JAMES G. ScoviLLE 
University of Minnesota 

Tom Weisskopf referred to the evident importance of well
developed labor party and trade union institutions for the develop
ment of democracy in Eastern Europe. I would like to take a very few 
moments to call attention to the importance of studying present 
developments for contributions to the social science/predictive theory 
of the labor movement. 

For more than a century, from the time of John Stuart Mill to at 
least that of Joseph Schumpeter (with Marx, the Webbs, Lenin, 
Perlman and others along the way), observers and theorists had 
attempted to predict or explain the evolution of the roles and functions 
of parties and unions, and of the relationship between the two 
"political'' and "industrial" arms of the labor movement (Scoville, 
1991) .  The present state of play on this subject matter ( itself a subject 
of some undeserved neglect) has two main lines-remembering that 
all normative, hortatory analysis is left aside: ( 1 )  the Sturmthal-Scoville 
analysis, which stresses the long term state of the labor market and the 
initial menu of social and political needs that confronts labor 
(Sturmthal and Scoville, 1973) , and (2) Upset's formulation, which 
focuses on the early vs. late achievement by labor of political citizen
ship and economic citizenship (Lipset, 1983) . It may be that the latter 
formulation is a collapsed version of the former, or that the former 
allows for possible cases that never happened, but this is not the im
portant issue. 

The important point is that all existing theorizing about how the 
labor movement shapes itself and chooses and allocates its functions 
among its parts was aimed at or based upon an evolving (and/or 
collapsing) "capitalist" system. We have little or no theory at all about 
the "second round." What developments do we expect to see when, in 
some senses of the terms, labor's "social and political needs" have been 
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met or "political and economic citizenships" attained for some 40 to 70 
years? Perhaps the "state of the labor market" will turn out to be a 
reliable variable, but the other variables just mentioned will doubtless 
need redefinition for the new historical circumstances. Yet others may 
need to be identified that address the case of the reprivatizing (re
"class"-ifying?) societies of Eastern Europe. If Kervin and Lonti and 
Jones are on track, the "old parties" and the "old unions" will play 
varying roles, as will the "new owners/managers." Today's two case 
studies also suggest that the "responsive/repressive nature of the 
surrounding polity" (a variable common to both Scoville and Lipset) 
will also take on a range of values in the formerly socialist states. But 
other, totally new variables may be critical to understanding the 
redevelopment of the labor movement in a post-capitalist, and post
socialist "social enterprise" system. Thus, the East European revolu
tions of 1989-91 offer us the chance to reexamine the theory of the de
velopment of the labor movement in societies experiencing great 
change under great tension: a situation akin to, but radically different 
from, the process of capitalist evolution which spawned both the ear
lier labor movements and the development of theorizing about those 
movements. 
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DISCUSSION 

HERMAN STAROBIN 
International Ladies' Garment Workers' Union 

A basic theme in the three papers is that, following the political 
upheavals in Eastern Europe, government programs to transform their 
economies have provided the labor movements with a limited, if any, 
role in the decision-making process and its implementation. With 
varying degrees of detail, this theme carries through in the discussions 
on Bulgaria and Hungary and, to a lesser extent, East Germany. It also 
holds for Poland and the Czech and Slovak Federated Republic. 

That the new trade unions have been critical both of their lack of 
participation in the shaping of economic policy and of many of the 
aspects of the transformation processes was stressed in discussions I 
had last year with leaders of the Czech and Slovak Confederation of 
Trade Unions. Many of their observations track union thinking in other 
Eastern Europe countries. I will refer to them in the course of my 
comments. 

The one-time Communist-controlled countries are all beset by 
similar circumstances as they seek to replace the structures of the old 
regimes with more viable ones. Policies that are being put into effect 
without trade union participation, I believe, are making the transfor
mation more difficult and are increasing social tensions as hard deci
sions, good or bad, however defined, are put into effect. 

Despite the early euphoria and the view that a transition could be 
made relatively quickly and enjoy broad popular support, the inability 
to transform the societies in the short term has already created severe 
tensions and pressures in all of the countries. These tensions are 
intensifying as the policies of rapid economic transformation put into 
effect have come under increasing criticism. 

Severe recession, real and anticipated, sharply declining living 
standards, growing unemployment and the threat that it will increase, 
and fear of inflation characterize the economy of each of the countries. 
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At stake, too, are the privatization programs, both "large" and "small," 
and the part the trade unions should play in the process. 

An appraisal of the role of trade unions in economic change in the 
Eastern European nations should also take into account the broader 
political and economic issues. In this context, a significant and 
trenchant comment is that of Janos Kornai (1990) who observed: 

"It is impossible to institute private property by cavalry 
attack. Embourgeoisement is a lengthy historical process . . .  
[E]ven in the event of an acceleration in the process, it may 
take many years before the private sector can provide the 
larger portion of production; possibly a longer period must 
pass before a truly developed, up-to-date mature sector takes 
shape." 

Political change brought with it a substantial change in how 
government relates to society and to the economy. The change was 
enthusiastically received by workers and the population as a whole. 
But it also had aspects of a two-edged sword. 

A leader in the Czech and Slovak Confederation of Trade Unions 
suggested that the greatest single problem facing his nation and its 
labor movement-and perhaps the same was true in the other 
liberated nations as well-is how to transform the way people think. 
Two generations of workers had been guaranteed employment, 
subsidized rent, transportation, food, etc., albeit along with a low 
living standard. The union leader believed that it may take a 
generation before workers will be able to feel comfortable in a 
competitive, if more uncertain, society. 

Trade union leaders also stressed the difficulty in building worker 
confidence in the new unions. Anger over the past and current 
problems of unemployment, inflation and uncertainty, along with a 
lack of experience in how a free labor movement in a free society 
should function, have led to an "anarchistic" view on the part of many 
union members. This, in turn, has resulted in wildcat strikes and a 
general lack of discipline in union ranks. 

Rapid privatization, especially of "large" enterprises, union leaders 
said, increases the fear of layoffs. Many workers see the closing down 
or consolidation of production facilities as a threat to their living 
standards even if these plants cannot produce efficiently. Given the 
disrupted economy, the union leaders believe that the state should 
withdraw its control of manufacturing plants and services slowly in 
order to limit the growth of unemployment. 
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Workers, they feel, should be permitted to participate in the 
purchase of "small" privatized establishments through subsidies or 
loans. There is a deep concern that the beneficiaries of "small" 
privatization are black marketeers and those who amassed huge sums 
of money through close connections with the old regime. 

There is also an underlying concern that the liberated Eastern 
European nations will become low wage suppliers to the west, 
assuming a status similar to that of the Asian LDCs. This concern is 
compounded by a fear that if the economies are not turned around 
soon, skilled workers will move to the west. 

The ability of the unions to play a leading role in transforming their 
societies is also limited by the actuality or the threat of fragmentation. 
The papers point to conflicts over the legitimacy of successor unions in 
Hungary and to disputes in Bulgaria over the role of the old leaders in 
one of the new trade union centrals. 

Integration of East Germany into the Federal Republic raises other 
questions that are in some ways specific to Germany. In Poland, 
growing political uncertainty is increasingly affecting how the trans
formation process is viewed. In the Czech and Slovak Confederation, 
there is the ongoing conflict between Czechs and Slovaks, each main
taining separate unions within the confederation. Discords within the 
labor movements in all of the countries has also contributed to limiting 
trade union influence on eonomic change in Eastern Europe. 
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About every decade or so, the annual research volume of the Industrial 
Relations Research Association (IRRA) is devoted to an assessment 
of research in major topic areas within the field. Typically, these vol
umes have provided lengthy comprehensive research summaries in a 
few topic areas. 

For the 1992 annual research volume, the editors have chosen a some
what different tack, in part because research summaries of specialty 
areas within industrial relations (IR) have been published with increased 
frequency in recent years, and also because new IR topics have drawn 
scholarly attention. This last point is perhaps implied by the title of the 
present volume, which for the first time (in the IRRA research review 
series) includes the phrase "human resources" (HR). 

The 1992 IRRA research volume includes 17 chapters subsumed 
under four major topic headings: ( l ) unions, collective bargaining, and 
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dispute resolution; (2) human resource management; (3) labor market 
research; and (4) the regulation of IR-HR. Of particular note, the 
author(s) of each chapter has been asked to provide (a) a selective sum
mary of recent research in his/her topic area, (b) some new evidence 
about the topic, and (c) an agenda for future research on the topic. It is 
our hope that this collection of research agendas (and the editors' at
tempt to integrate them in the opening chapter of the volume) will be of 
special value to a new generation of IR-HR scholars, who will help to 
shape the field during the 1990s and beyond the year 2000. In this paper 
we preview some of the key ideas, findings, and research agendas 
contained in the 1992 IRRA research volume. 

Unions. Bargaining, and Dispute Resolution 

Collective Bargaining and Industrial Relations Outcomes 

In few areas of industrial relations have recent changes been as 
notable or dramatic as in the area of unions and collective bargaining. 
As is well known, union density declined in most developed nations of 
the world (save Canada) during the 1980s. In the U.S. ,  private sector 
union membership fell from 20.1  to 12.4 percent of the work force 
between 1980 and 1989. Further, collective bargaining during the 
1980s was often characterized by such terms as "concession bargain
ing," "givebacks," "two-tier pay plans," "lump-sum payments," "the 
death of pattern bargaining," and the like. 

These developments are claimed by many to have produced major 
changes in work rules and work practices in unionized workplaces. Yet 
as Harry Katz and Jeffrey Keefe point out, such rules and practices 
have long been diverse. This is particularly true in the U.S. (on which 
Katz and Keefe focus) ,  given its (continuing) traditions of decentral
ized bargaining, the workplace focus o f  bargaining, and the 
importance of local unions. 

But is there more or less diversity in work niles and practices in 
unionized U.S.  workplaces today than previously? Katz and Keefe 
provide answers to this question by systematically examining 
collective bargaining contract provisions that prevailed in 1975 and 
1989 in the U.S. They find that during this period the incidence and 
scope of grievance procedures remained relatively stable, the 
incidence o f  union-management cooperation committees rose 
substantially, and the incidence of quality of working life (QWL) 
initiatives rose slightly. However, they also find significant increases in 
the incidence of lump-sum and two-tier pay provisions, and significant 



RESEARCH FRONTIERS 603 

strengthening of both management's rights clauses and seniority 
provisions between 1975 and 1989. The authors contend that these 
developments are better explained by a "transformation" model than 
by yo-yo, rigidification, maturity, and business cycles models of 
workplace industrial relations. 

Katz and Keefe turn next to the question of how work rules and 
work practices in unionized settings affect industrial relations 
outcomes. Prior to the 1980s, they point out, answers to this question 
came largely in the form of case studies, with their attendant 
limitations on generalizability. The 1980s witnessed the emergence of 
quantitative studies of work rules and practices, which were intended 
to develop more "scientific" answers to this question. This objective 
has perhaps been most notably achieved by research on workplace 
grievance activity, which finds that grievance rates are significantly 
negatively associated with labor productivity and product quality, and 
significantly positively associated with unit production costs. 
Researchers have been less successful, according to Katz and Keefe, in 
measuring the effects of work restructuring, team forms of work 
organization, and other recent employee involvement/participation 
initiatives on industrial relations outcomes. 

In sum and following Katz and Keefe, researchers would do well to 
devote greater effort to measuring the effects of new work rules and 
practices on industrial relations outcomes and firms' economic 
outcomes. In addition, as the authors point out, there is a paucity of 
research on (unionized and nonunion) workers' perceptions of and 
attitudes towards recent changes in work rules and work practices. 
Popular literature presupposes that such changes spur workers to work 
harder and/or smarter, but evidence on this score is scant indeed. 
Thus, Katz and Keefe's proposal that more systematic attention be 
paid to workers' responses to changes in workplace industrial relations 
seems especially well-founded. 

Strike Models and Outcomes 

Paralleling the decline of unionism in the U.S. during the 1980s, and 
not unrelated to it, was the precipitous decline in strike activity. Also 
as with unionism, however, there was a resurgence during the 1980s of 
research on strikes. Bruce Kaufman reviews and assesses this research, 
which ranges across a wide variety of disciplines and fields, and offers 
readers a good news-bad news story. 

The good news comes in the form of theoretical contributions to 
the study of strikes provided by scholars from several disciplines. In 



604 IRRA 44TH ANNUAL PROCEEDINGS 

particular, these include joint cost, asymmetric information and infor
mation uncertainty models developed by economists, expectancy
value theory and cognitive script models developed by psychologists, 
resource mobilization theory developed by organizational studies spe
cialists, and political event models developed by political scientists. 

Additional good news comes in the form of empirical studies of 
strikes, with the most notable feature being the use of comprehensive 
micro-level data at the level of the bargaining unit and firm. These data 
enabled researchers to match individual strike outcomes, including the 
absence or presence of a strike, with various firm, union, and industry
specific characteristics that were previously unexamined. A related 
advantage of this work, notes Kaufman, is that it permits the matching 
of strikes with the expiration of individual bargaining agreements, 
thereby controlling for variation in the opportunity to strike. 

The bad news about the 1980s research on strikes, says Kaufman, 
takes the forms of disciplinary parochialism, remoteness from real
world events, and the perhaps surprising absence of studies of the 
decline in strike activity and the growth of replacement workers for 
strikers. Proceeding from this assessment, Kaufman calls for more 
multidisciplinary research on strikes to enhance and integrate our 
understanding of this social phenomenon, enhanced use of the "go and 
see" case approach to the study of strikes, and a refocusing on the real
world issues of strike declines and replacement workers. 

Grievance Procedures in the Union and Nonunion Sectors 

As was suggested by Katz and Keefe, the grievance procedure is 
the centerpiece of collective bargaining agreements in the U.S. Almost 
all industrial union contracts and a majority of craft union contracts 
contain such a procedure. What appeared to be new in the 1980s was 
the growth of formal grievance (or grievancelike) procedures in 
nonunion firms. Some researchers conclude that such procedures are 
adopted by nonunion firms to forestall unionization, but other 
researchers dispute this conclusion. 

The paper by Richard Peterson assesses recent grievance proce
dure research along several dimensions, in particular, the determi
nants, personal outcomes, and organizational outcomes of grievance 
filing. Prior to the 1980s most grievance procedure research dealt with 
the characteristics of grievance filers and the dynamics of grievance 
settlement. That research featured a plethora of case studies and a 
large literature on grievance arbitration. 

The focus of grievance procedure research shifted during the 1980s 
to emphasize more conceptual and systematic empirical approaches to 
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this form of workplace conflict resolution. These included applications 
of exit-voice theory to unionized grievance procedures, applications of 
contingency theory to the grievance-arbitration process, modeling of 
the grievance procedure within a compensating wage differentials 
framework, and the modeling and measurement of grievance proce
dure effectiveness. 

The systems approach to grievance procedure research utilized by 
Lewin and Peterson (1988) led to the identification of certain determi
nants of grievance filing, settlement, and post-grievance settlement out
comes. Further, many of the recent studies reviewed by Peterson seem 
to support this systems approach. But perhaps most telling about griev
ance procedure research conducted during the 1980s are the results of 
studies that focused on the personal outcomes of grievance filing and 
settlement for grievance filers, both in unionized and nonunion settings. 
This work employed quasi-experimental research designs to match 
within-organization samples of grievance filers and nonfilers prior to, 
during, and following periods of grievance filing. It strongly suggests 
that grievance filers suffer reprisals in the form of lower performance 
ratings and promotion rates and higher voluntary and involuntary turn
over rates than nongrievance filers. Peterson concludes his chapter by 
calling for longitudinal research using larger samples of firms and 
workers to assess the generalizability of these important findings. 

Human Resource Management 

Human Resource Strategy and Choice 

The idea that human resource decisions of firms can be subjected to 
strategic choices seemed to have come of age in the 1980s. Prior to that 
time, research and practice focused on components of the "personnel 
management" process-selection, rewards, appraisal, discipline-and 
was characterized by a short-term, reductionist, and often nonempirical 
orientation. Further and through the 1970s, industrial relations and 
personnel management stood apart from each other as separate fields, 
and scholarly interchange and crossover were rare. But as Peter Cappelli 
and Harbir Singh point out, a view of industrial relations as a "closed" 
field-closed to the behavioral sciences-emerged in some quarters 
during the 1970s, whereas personnel management appeared increasingly 
open to models, concepts, and analytical frameworks applied by 
scholars from several social science disciplines. 

In addition, the 1980s featured a plethora of popular writings 
which claimed that human resources could be used-managed-to 
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achieve competitive advantage for the firm. While scholars may 
discount these writings for their lack of scientific underpinnings, they 
nevertheless reflected the influence of new competitive forces, 
stemming largely from international sources and deregulation, on 
personnel management generally and on the utilization, assessment, 
and motivation of employees in particular. Hence, the short-term, 
quick-fix orientation to personnel management practice appeared 
increasingly to give way to longer-term, strategically driven human 
resource management policies and practices during the 1980s. 

But just how strong is the link between human resource manage
ment and business strategy, either in research or practice? Concep
tually the link should be a strong one, say Cappelli and Singh, in part 
because the field of business strategy increasingly focuses on firm 
characteristics, such as organizational structure, rather than on envi
ronmental characteristics, such as barriers to entry, as sources of com
petitive advantage and differential economic performance. In this re
gard, much of the research reviewed and assessed by Cappelli and 
Singh focuses on the differential human resource characteristics of 
firms, and thus appears to be consonant with the trend of business 
strategy research. Nevertheless, say Cappelli and Singh, even the new, 
more analytically-driven human resource management research falls 
short in identifying the effects of, say, high commitment work systems 
and redesigned jobs on firm performance. Indeed, researchers have not 
been particularly successful to date in explaining why human resource 
and, for that matter, industrial relations practices vary so widely among 
firms, or the extent to which business strategy serves as an antecedent to 
the formulation of human resource policy and practice in the firm. 

In future research Cappelli and Singh propose that researchers 
explicitly frame their human resource management studies within 
strategic choice models developed in the business strategy literature, 
but also that these models incorporate concepts and variables drawn 
from economics, the behavioral sciences, and industrial relations. For 
example, the use of path dependent models from the behavioral 
sciences and tournament models from economics may be especially 
helpful in modeling the process by which firms formulate human 
resource strategy and manage human resources to deal with the 
phenomenon of organizational slack. 

Pay, Participation, and Performance 

The extent to which pay policies and employee participation in 
decision making are related to the economic performance of firms 
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remains uncertain despite the large amount of research on these topics 
conducted during the 1980s. Barry Gerhart, George Milkovich, and 
Brian Murray review and assess this literature, and add some evidence of 
their own. A major theme of their paper is that organizations differ 
markedly in compensation decision making, so that organizations "need 
to be brought back" into compensation research. 

Based on 1980s research, Gerhart, Milkovich, and Murray conclude 
that, within constraints imposed by market pressures, firms have 
considerable discretion in setting pay levels for comparable jobs, but 
that such discretion is not adequately explained by either efficiency 
wage models or organizational strategy models. A more fulsome 
explanation of organizational pay differences, say the authors, will 
likely be derived from ongoing work on contingency models of 
compensation decision making in the firm, particularly in light of 
interfirm differences in pay mix. 

To underscore their point about organizational pay diversity, 
Gerhart, Milkovich, and Murray devised a market sensitivity index and 
tested it against some 78,500 observations on top and middle managers 
in 282 firms, using a combination of base salary and short-term bonus 
as the dependent variable. They found that market sensitivity ranged 
between .62 and .96 (at the 95 percent confidence level), and a 
subsequent analysis of variance reinforced the finding of significant 
organizational pay diversity. While not providing a comparable test of 
fringe benefit diversity, the authors' review of the 1980s research on 
fringe benefits leads them to conclude that there is an even stronger 
case for organizational diversity here than in the pay area. 

In terms of employee participation in decision making, Gerhart, 
Milkovich, and Murray review a large literature on this topic and note 
that positive effects of one or another form of participation on produc
tivity (and other measures of organizational performance) are often 
reported by researchers. A subset of these studies concludes that par
ticipative-type pay plans work "best" when accompanied by employ
ee participation in decision making. Hence, readers are likely to be 
challenged by the authors' judgment that the organizational perfor
mance measures used in employee participation research are often 
narrow and poorly conceived, and as well by their conclusion that pay 
alone can have important effects on productivity, morale, profitabil
ity, and other human resource management/organizational outcomes. 

Among their suggestions for future research, Gerhart, Milkovich, 
and Murray propose that more work be done on formal pay-for
performance programs, work force composition differences across 
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various pay programs, the magnitude of organization differences in 
pay and benefit structures combined, and intraorganizational differ
ences in compensation decision making. 

HR Practices and Productive Labor-Management Relations 

As noted by Gerhart, Milkovich, and Murray, much of the evidence 
about the effects of employee participation in decision making on 
human resource management and organizational outcomes has been 
derived from narrow outcome measures, cross-sectional studies, and 
limited longitudinal studies. These limitations are largely overcome by 
Casey lchniowski, whose paper begins with a detailed account of a 
labor relations transformation in a U.S . paper mill between 1976 and 
1990. 

For the first six years of this period, the paper mill's grievance rates 
and strike frequency were among the highest in the industry, and its 
productivity and return on capital stock were among the lowest in the 
industry. Between 1975 and 1980, manning levels in this mill rose by 
about 27 percent, and between 1975 and 1982 the mill had seven 
different general managers. By 1983, there were only one or two 
workers per each of the mill's 94 job classifications. 

In light of these results, management sought sweeping changes in 
the mill's human resource practices in the 1983 contract negotiations 
with its two United Paperworkers International Union (UPIU) locals. 
Following a two and one-half month strike, the parties signed a collec
tive bargaining agreement, which featured a new "team concept" to 
include broad, flexible jobs; training programs to develop worker 
multiskilling; attitude surveys and manager "listening" sessions with 
workers; and guaranteed job and wage security. 

lchniowski documents the dramatic business performance and 
human resource management performance changes brought about by 
implementation of the team concept in this paper mill. These included 
major increases in productivity (tons of paper produced per day) and 
operating profitability, and major reductions in grievance strikes, 
accident rates, and strike activity (no strikes took place between 1983 
and 1990) . 

In the remainder of his paper, Ichniowski places this case experi
ence in larger perspective and provides a detailed, more generalizable 
analysis of why the well-known free rider problem did not materialize 
in this mill. He concludes that the combination of mulliskilling and 
employment security motivated employees to believe that the results 
of their new efforts would redound to them rather than being withheld 
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from them or distributed only to others (such as shareholders) .  But 
Ichniowski also concludes that psychological and sociological forces 
operated in this mill in such a way as to penalize workers who did not 
offer new ideas or otherwise participate actively in the team concept. 

Thus, Ichniowski in a sense is revivifying the concept of group 
norms, which has held a prominent place in the industrial relations 
literature (at least since the Hawthorne experiments) .  Moreover, in his 
proposed research agenda Ichniowski calls for ethnographic studies of 
workplace norms and culture based on extensive contact with workers 
as perhaps the best way of more fully developing constructs of 
multiskilling, employment security, and performance-based compen
sation, and of gaining a better understanding of the interplay between 
human resource practices and economic performance of the firm. 

Internal Labor Markets 

The types of industrial relations and human resource management 
changes in the paper mill described by Ichniowski are in a sense 
treated more generally by Paul Osterman in his paper on internal labor 
markets. The rise of internal labor markets was spurred by the growth 
of industrial unions as a counter to the foreman-centered "drive" 
system and the American Plan which prevailed earlier in the 20th 
century. The concept of internal labor markets grew out of the work 
of institutional labor economists who studied unionized workplaces 
following World War II, and who focused on the ways in which the 
internal organization of ports of entry and job ladders created 
boundaries between the firm and the external labor market. 

During the 1980s, however, a competing model of internal labor 
markets emerged, which placed much greater emphasis on employers' 
direct communications with workers and on such workplace initiatives 
as team production and quality circles. Clearly, these newer policies 
and practices were motivated in part by the desire of nonunion 
employers to keep unions at bay, but they also characterized 
"progressive" nonunion employers, such as IBM, and they gained 
momentum from the spread of Japanese transplants in the U.S.  
Consequently, the older union-based model of internal labor markets 
has increasingly been cailed into question, and one contribution of 
Osterman's paper is to assess whether or not this traditional model is 
actually declining in importance. 

According to Osterman, evidence against such a decline can be 
found in 1979 and 1988 Current Population Survey data which show 
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that long-term employment relationships retain their centrality for 
men and are of increasing importance for women, and in studies that 
document the existence of multiple clusters of internal labor markets, 
including those of the "traditional" type. By contrast, evidence of the 
decline of traditional internal labor markets can be found in the lower 
average job tenure of middle-aged men, the increased use of 
contingent workers and temporary help agencies, and new initiatives 
in team-based production, flexible work, and broadened job classifi
cations, including in unionized firms in the U .S.  and abroad. 

To inkrpret this "mixed-data" story, Osterman proposes a 
theoretical framework in which performance criteria basically drive 
changes in the structure of internal labor markets. The key variable in 
this framework is the set of customs, norms, and political forces in the 
firm that modify the thrust of market forces. What most distinguishes 
transformed from traditional internal labor markets, says Osterman, is 
the extent to which performance considerations lead to intrafirm 
power shifts such that management gives up some of its control, and 
employees' commitment to the firm and to new internal labor market 
structures is enhanced. 

Such power shifts do not occur everywhere, however, as the 
continued presence of traditional internal labor markets in certain 
firms and industries makes clear, and the evidence of such shifts is far 
more anecdotal than systematic. Thus Osterman proposes that 
researchers collect nationally representative data concerning the 
distribution of and changes in internal labor market structures, and 
more fully model and measure the factors associated with the 
adoption of new internal labor market armngements. 

International Human Resource Studies 

The field of comparative labor/industrial relations research 
suffered a decline in the 1970s but experienced something of a 
resurgence in the 1980s, due in large part to increasing international 
competition. Yet both the older and the newer comparative research 
suffer from the twin afflictions of narrow empiricism and lack of 
theoretical grounding. The paper by Thomas Kochan, Lee Dyer, and 
Rosemary Batt draws on several disciplines and literatures in an 
attempt to advance the development of a theoretical framework for 
international human resource studies. 

In doing so, the authors pose a series of "starting point" questions 
concerning the factors influencing human resources as a source of 
competitive advantage, the policies used by different countries and 
firms to gain competitive advantages from human resources, the 
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effects o f  these policies on  key outcomes of interest to  stakeholders in 
the employment relationship, the rate of diffusion of competitive 
advantage-type human resource policies within a country, and the 
transferability of such policies across national boundaries. Kochan, 
Dyer, and Batt conclude that classical and neoclassical economics 
provide a necessary but not sufficient basis for developing theoreti
cally driven answers to these questions. Rather, economic concepts 
must be placed in a larger analytical framework that incorporates 
concepts of business strategy, strategic human resource management, 
government, political choice, social policy, employee interest, and 
participation. 

An illustration of the applicability of this broad theoretical 
framework to international human resource management studies is in 
the area of training for the purpose of achieving competitive 
advantage. As the authors observe, human capital theory approaches 
this issue by focusing on the incentives for employers to raise the 
marginal product of labor by investing in training, especially firm
specific training, that does not raise labor's marginal product to other 
firms. But as the authors also observe, this theoretical perspective takes 
no account of broader developmental processes featuring career 
ladders and continual learning, and which focus in part on the social 
and psychological experiences of workers in organizational environ
ments. Moreover, human capital theory has nothing to say about other 
human resource policies that should accompany firm-level training in 
order for it to be effective, or about how production must be orga
nized in order to take advantage of training. 

In another example, neoclassical theory argues that if certain 
human resource management practices improve productivity and 
efficiency in the firm, the practice will spread naturally via market 
forces to other firms and across national boundaries. But research on 
European-style corporatist structures, Canadian unionism and tri
partite training institutions, Japanese-style permanent employment, 
and recent industrial relations system reform in Australia suggests that 
societal values, ideologies, institutions, and considerations of power 
and control strongly influence the diffusion of human resource prac
tices within and across countries. 

The extent to which different human resource practices can be 
used to achieve the twin goals of competitiveness and high living stan
dards is a notably key question for future international human resource 
research, according to Kochan, Dyer, and Batt. But so too is the 
"classical" question of whether or not human resource management 
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and industrial relations systems are converging toward an industriali
zation-driven common model. 

Labor Market Research 

Compensation, Productivity, and the New Economics 
of Personnel 

Much labor market research of the 1970s explored the determinants 
of average wage and employment patterns, with a special focus on 
econometric problems arising in the process of measuring and 
estimating these models. While pay and employment continued to be 
the subject of labor market research in the 1980s, a new theme 
pervaded the analysis. Instead of focusing on wage outcomes, 
researchers studied how particular pay and employment contracts are 
structured and their incentive effects on worker and firm behavior. 

Edward Lazear's paper on compensation, productivity, and the 
new economics of personnel offers a summary and synthesis of this 
rich new body of labor market research. The central contribution of 
this literature, according to Lazear, is that certain real-world 
phenomena have been recognized and incorporated in labor market 
models for the first time, in particular, the difficulty of monitoring 
employee output. Because employers often cannot observe employee 
productivity with great precision, they find it profitable to devise 
compensation schemes that motivate workers to put forth effort even 
when monitoring costs make it difficult to tell in the short run whether 
or not the work is getting done. Such pay schemes include piecework 
arrangements, upward-sloping pay profiles, tournament or relative 
performance systems in which only a few can reach the top, and 
profit-sharing plans. Also according to Lazear, efficient compensation 
systems should encourage a worker whose productivity is below target 
to leave the firm in order to ensure continued firm profitability. This 
conceptual framework is offered to explain the existence of pensions, 
severance pay, and private disability schemes which induce exit by 
those who can no longer perform effectively on the job. 

While much remains to be done in explaining links between pay 
and productivity, this literature offers much to intrigue researchers. 
The work has relevance for a wide range of topics, including what 
formerly were called dual labor market structures that have been 
reborn as efficiency wage models, turnover and promotion rules, 
academic tenure, and perhaps most of all, the meaning of a job. What 
is certainly clear, as Lazear points out, is that jobs cannot be defined 
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independently of the effort expended and compensation anticipated 
by workers. The new economics of personnel thus appears to offer a 
conceptual framework that is redefining older economic concepts of 
work and pay. 

Race and Gender Pay Differentials 

The decade of the 1970s featured a plethora of theoretical and 
empirical research on pay differentials by race and sex. During the 
1980s somewhat less attention was devoted to these subgroups of the 
work force, supplanted by more in-depth study of wage structures and 
increasing pay gaps between low- and high-wage workers. Neverthe
less, the motivation for studying race/sex pay differentials remains 
strong, since puzzling and contradictory developments marked pay 
patterns during the 1980s. Thus, black workers' earnings relative to 
whites' fell over the last decade, while in contrast women's pay rates 
relative to men's rose steadily over the last ten years. 

In attempting to explain these trends, Francine Blau and Lawrence 
Kahn show that returns to education and skill increased over the 
decade of the 1980s. This was primarily due to a decline in the demand 
for low-skilled workers and a reduction in unionization. This shift 
apparently reduced many minorities' wages because educational 
quality was low; even more disturbing, there is some evidence that the 
relative quality of schooling may have deteriorated for blacks entering 
the job market during the 1980s as compared to whites. Another factor 
that may explain falling relative wages for blacks is the suggestion in 
the literature reviewed by Blau and Kahn that an increased supply of 
college-educated blacks drove down their relative pay. In contrast, 
relative pay for women rose over the decade because they were 
employed in industries that grew relatively faster, and because they 
had developed more on-the-job experience. 

To further evaluate these findings, the authors present new 
estimates of log wage equations for different race/sex groups using 
Current Population Survey data from 1972, 1982, and 1989. Their 
results confirm the aforementioned finding that changes in industry 
mix had positive effects on women's relative pay. However, these 
industry mix findings do not explain why relative pay for black men 
deteriorated during the 1980s . This is puzzling in light of others' 
conclusions, and is a finding that remains to be explored in future 
research. 

One of the strengths of this chapter is the frequent reference to 
international findings regarding pay differentials by sex and ethnic 
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groups. For example, we learn that the U.S.  wage distribution 
penalizes those with below-average skills more harshly than is the case 
in other industrialized countries. Such insights are central if we are to 
evaluate the long-term consequences of increasing internationalization 
of the labor market. Blau and Kahn also recommend that future 
research on pay differentials be more carefully integrated with recent 
developments, described by Lazear, in labor market theory and the 
new economics of personnel. 

Immigration 

What are the economic costs and benefits from immigration to the 
United States? George Borjas succinctly addresses this question and 
summarizes reasons why economists' view of immigration changed so 
dramatically during the 1980s. While not everyone will agree with 
Borjas' conclusion, and some may disagree with his stress on economic 
factors to the exclusion of social and demographic factors, the chapter 
is a clear and well-arguf!d statement of what has been learned, and 
what remains to be learned, in immigration economics. 

One explanation for the controversy surrounding immigration 
research is the fact that at the end of the 1970s, most saw immigration 
through rose-colored glasses. At that time, notes Borjas, it was 
generally agreed that immigrants lacked skills on arrival to the U.S . ,  
but assimilated quickly and contributed positively to  national well
being. Their children did even better, the story went, overtaking their 
parents and many other groups as well. The facts appear to have 
changed by the end of the 1980s, however, mostly for the worse. 
Borjas reports that skills of recent immigrants fell sharply as compared 
to previous cohorts of immigrants, and their labor-market perfor
mance was much worse. Not only did more recent immigrants fail to 
catch up with native-born Americans, their children are also doing 
worse. Borjas rounds out this disturbing new view of immigration by 
showing that immigrants depend on welfare programs far more than 
in the past, and that recent immigration may have widened pay 
differentials between skilled and unskilled workers. Borjas reaches 
these conclusions in part through his own testing and multiple cross
section and panel data sets harnessed to a migration model which 
posits that recent immigrants are "negatively selected," in contrast to 
the "positive selection" of immigrants from prior cohorts. 

Looking to the future, Borjas' chapter indicates that more needs to 
be understood about women workers' role in migration and about the 
underground economy in which many illegal aliens are found. Further, 
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there has been little linkage of the immigration literature with studies 
of international trade. These are but some of the agenda items which, 
if taken up by researchers, may help to develop better answers to 
questions about how immigrants do in the U.S. economy, their 
impacts on native workers' opportunities, and the benefits and costs of 
immigration to the U.S. 

Work Force Preparedness 

Much has been said about worker quality in the industrial relations 
literature of the last decade, and this is the subject of John Bishop's 
research on work force preparedness. Two questions are central to his 
chapter: (1 )  Does schooling and academic achievement increase 
productivity?, and (2) Are returns to schooling improving over time? 
Bishop answers both questions affirmatively, drawing from an impres
sive and diverse body of literature. 

Focusing initially on the academic-productivity relationship, 
Bishop points out that other researchers have found it difficult to tie 
these together, especially when workers' productivity is represented 
by their earnings. Indeed, he finds no link between pay and demon
strated competence in math, science, or language arts, at least for 
young men, and offers two explanations for this finding. One 
emphasizes employers' inability to detect academic competence and 
tie it to performance on the job, while the other relies on the sort of 
long-term contracts, described by Lazear, in which wage earnings in 
any given period do not necessarily reflect that period's productivity. 
N onetheless, Bishop contends that academic achievement does 
enhance worker productivity, based on the analysis of several data sets 
that measure such productivity in unusually fine detail. 

Turning to trends in returns to schooling over time and lacking 
direct productivity data, Bishop relies on earnings data and, like other 
researchers in this volume, concludes that there is a widening pay gap 
between more and less well-educated U.S. workers. Of particular note 
are high rates of pay among those with technical training, including 
scientists and engineers, computer programr.-,(·rs, and others em
ployed in these fields. Based on this finding, plus the finding that the 
supply of college graduates is dwindling, Bishop concludes that the 
payoff to higher education is not likely to decline in the near future. 

The research agenda that flows from Bishop's work is a rich and 
varied one. He recommends more work to devise improved educa
tional tests, more analyses of how employers use "objective" data in 
setting their recruiting, hiring, training, and turnover targets, and 
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better linkage of schooling achievements to workplace productivity. 
Clearly, researchers from diverse fields will have to cooperate on 
multidisciplinary research during the next decade if further insights in
to these and related aspects of work force preparedness are to be 
obtained. 

Industrial Relations and Human Resource Regulation 

The Role of the State 

The initial paper in this section on regulation deals not with a 
particular topic or subject of regulation, but, instead, with the role of 
the state. Roy Adams examines this role, using a variety of historical 
and contemporary evidence from several developed countries. He 
points out that, during much of the 19th century, the role of the state 
(central government) in advanced economies was largely to outlaw 
restraints of trade so as to spur private market activity. Between the 
late 19th and the mid-20th centuries, most central governments 
undertook measures to support private sector unionism and collective 
bargaining, but often with limitations on strike activity. 

Following World War II, the role of central governments in 
developed nations expanded considerably, with most of them 
undertaking new policy measures to spur economic growth, regulate 
the labor market, and enhance industrial democracy, including (in 
Western Europe) through works councils and codetermination. At 
roughly the same time, notes Adams, most developed nations (except 
the U .S . )  adopted policies of neocorporatism or tripartism to 
formulate and implement incomes policies and, more broadly, to 
define the terms of the social contract. 

By the 1980s much of this had changed, and deregulation pro
ceeded apace in developed countries, with consequent implications 
for industrial relations. According to Adams, deregulation initiatives in 
the United States and Britain during the 1980s substantially under
mined unions and collective bargaining to the point where their future 
viability is called into question. While some readers may disagree with 
this interpretation, they are more likely to concur with Adams' 
proposition that government should properly be viewed as making 
strategic choices with respect to industrial relations. 

Indeed, Adams proceeds from this proposition to distinguish two 
distinct perspectives on the role of government as an actor in the 
industrial relations system (Dunlop, 1958) .  One perspective is 
normative, which views the proper role of the state in economic affairs 
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as looking after the public interest-the state is the agent of the public. 
The other perspective is positive, which appears to mean that there is 
no "proper" role for the state. Instead, the "positive analyst" asks why 
the state does what it does-in the present case, why it does what it 
does with respect to industrial relations. 

Adams proceeds to review and critique pluralism, Marxist and 
quasi-Marxist thought, statist theory, and other political science-based 
theories of the role of the state in industrial relations. He commends 
these theories, which are not well-known in the U.S . ,  to the attention 
of industrial relations scholars, whom he urges to develop a better 
understanding of government as an actor-a positive actor-in the 
industrial relations system. To this end, scholars could well begin with 
the question, "Why does industrial relations regulation come into 
being?" 

Labor-Management Relations 

There is little doubt that, during the past decade or so, the focus of 
U.S.  regulation in the area of labor-management relations shifted away 
from union-management relations and toward employee-employer 
relations. Such issues as wrongful termination, employee drug testing, 
employee AIDS testing, employee polygraph testing, and access to 
personnel file information, among others, have drawn increased 
attention from U.S. courts and state legislatures, if not the federal 
Congress. In fact, the decade of the 1980s was also notable for the shift 
from the federal government to state governments as the locus of most 
major actions insofar as the regulation of the employment relationship 
in the U.S .  is concerned. 

Matthew Finkin not only documents both of these shifts, he shows 
how they were paralleled by developments in labor law scholarship 
during the 1980s. Whereas in the 1960s, labor law scholarship focused 
on collective bargaining, the "issue" of union power, and the 
appropriateness of the Taft-Hartley Act as a national labor policy, by 
the 1980s labor law scholarship had become far more specialized to 
focus on such issues as wrongful termination and particular categories 
of employment discrimination-as examples, age, sex, race, and 
handicapped status. In the area of union-management relations, Finkin 
points out that recent regulatory developments and recent labor law 
research have focused on the issue of substitutes for unionism and 
unionized employees in the forms of employer-initiated employee 
involvement/participation plans, on the one hand, and replacements 
for striking workers on the other hand. 
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But Finkin's paper does far more than this. He analyzes such 
recently emergent areas of labor law scholarship as nontraditional 
legal writing (including in the area of law and economics) ,  critical 
legal studies (CRITS) ,  feminism, critical race theory, and "storytell
ing" (by which is meant the interpretation of law through the narration 
of personal experience) . Finkin's main conclusion about these 
developments in labor law scholarship is that they run a substantial risk 
of being judged as nonscholarship, that is, of advocating personal 
political and intellectual preferences without an adequate basis in law. 
Worse still, the bulk of recent labor law scholarship may be "out of 
touch with real workplace legal problems." To counter these 
developments, says Finkin, future scholarship should develop 
generalizable, testable theories and emphasize careful empirical and 
case research on both labor law and employment law. 

OSHA and Workers' Compensation 

Despite twenty years of federal regulation, the U.S .  workplace 
appears at least as dangerous as it ever was. Industry-specific injury 
rates throughout the 1980s were in many cases higher than in all 
previous years, and the annual number of workdays lost rose by 
almost one-third since the mid-1970s. Why has the record been so 
dismal in making jobs safer? According to Robert Smith, recent 
research offers some answers to this question, though there does not 
yet appear to be a simple explanation readily amenable to policy 
change. 

A central problem plaguing research on workplace safety is the 
lack of good data. Statistics do not exist with which to compare 
injuries prior to and after the 1970 Occupational Safety and Health Act 
(OSHA) .  In addition, the U .S. Department of Labor risk data are quite 
imperfect, capturing fewer than one-third of the trauma-induced, 
work-related deaths reported by other government agencies. Finally, 
the Occupational Safety and Health Administration twice imple
mented policy changes in the 1980s which altered firms' tendencies to 
report injuries. Most important among these changes was the use of 
employer injury logs to target which firms would receive in-depth 
inspections in 1981 (which appears to have induced underreporting),  
and the imposition of new penalities for underreporting injuries in 
1986 (which seems to have decreased underreporting) . 

Numerous empirical studies in the last decade have examined how 
OSHA and Workers' Compensation programs affect risk levels in the 
workplace. Smith reviews the best of the recent studies linking 
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workplace injury rates and the probability of OSHA inspection, and 
concludes that there is no evidence for a powerful "threat" or deterrent 
OSHA effect prior to an inspection. He also finds little evidence of an 
inspection on subsequent years' injury patterns. A large part of the 
explanation for this null finding is that OSHA fines remain quite low, 
averaging less than $300, and most firms have a small chance of being 
inspected. 

If low OSHA fines cannot increase workplace safety, then it might 
be thought that the Workers' Compensation program would do better. 
This is because firms with higher injury rates are generally required to 
pay more under the Workers' Compensation program, thereby 
presumably forcing companies with dangerous jobs to do more to 
make the jobs safer. However, the program is far from perfectly 
experience rated, with changes in risk sometimes taking four years to 
be reflected in premiums. About the only evidence of the Workers' 
Compensation program's effect on "real" safety levels is that higher 
benefit levels are associated with lower medical cost reimbursements. 

In describing what remains to be done in this area, Smith calls for 
better firm-level work injury data, more precisely-measured Workers' 
Compensation premium rates, and firm-specific OSHA inspection 
probabilities. He recommends that researchers seek to disentangle true 
program effects from "reporting" effects in order to determine what 
might improve workplace safety. Finally, Smith cautions that many 
work injuries can be attributed to worker carelessness or transient 
conditions, suggesting that regulatory standards can be expected to 
reduce work injuries by at most 25 percent even in the best of 
situations. 

Social Insurance and Benefits 

Daniel Mitchell reviews developments in the literature on social 
insurance and employee benefits over the last ten years. Because this 
field is so broad, he sensibly limits most of his discussion to the two 
major components of the benefits/social insurance package, namely, 
retirement income and health care insurance. 

One valuable contribution of this paper is its portfolio approach to 
employer-provided benefits and social insurance. Too often research
ers investigate pensions alone or social security payments as a free
standing subject, or focus on the rising costs of health care, without 
paying enough attention to the mix of private versus social benefits 
and the costs and trade-offs among elements of the benefits package. 
Mitchell's historical perspective is quite instructive, tracing the spurts 
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and starts of employer initiatives against the backdrop of federal pro
grams in related areas. His international perspective is also informa
tive, emphasizing that the U.S .  split between public and private pro
vision is by no means the only way to structure benefits, nor is it neces
sarily the most sensible. 

Readers of this chapter may enjoy but also challenge Mitchell's 
interpretation of past research. He condemns much previous research 
as useless because of the tendency to develop untestable complex 
economic models and for the pursuit of what he regards as dead-end 
questions, such as the effects of Social Security on savings rates. He 
also de-emphasizes some of the useful 1980s research evaluating 
alternative health care systems, and overlooks some of the "new 
institutionalism"-type research on efficiency wages and long-term 
contracting in the labor market-issues which are aJdressed by Lazear 
elsewhere in this volume. 

Nevertheless, Mitchell offers some thought-provoking prescrip
tions for what benefits researchers should examine in the years ahead. 
For example, he forecasts that the future of job-linked benefits is grim 
in light of increased employee mobility, corporate restructuring, and 
deregulated competition. Surely this view merits increased research 
attention, particularly in light of the internationalization of the labor 
market. In keeping with the traditions of the IRRA, Mitchell also calls 
for more discussion among policymakers, academic researchers, and 
practitioners insofar as social insurance and benefits are concerned. 
Because members of these respective groups are often not interested 
in the same questions, however, the extent to which they will develop 
closer policy-oriented relationships in the 1990s appears uncertain. 
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Changes in the U.S. economy since the late 1970s have sparked 
renewed debate over the impact of structural change and the costs of 
structural unemployment. One important component of the econ
omy's response to structural change is the ability of displaced workers 
to move to new industries (and/or occupations) .  The pattern of indus
trial mobility following job displacement is expected to reflect 
changes in job opportunities driven by macroeconomic forces as well 
as individual incentives such as investments in specific skills. For some 
workers, the ability to remain in the same industry is likely to be im
portant for the retention of skills acquired before displacement. If in
dustrial mobility is desirable from a policy perspective, it is important 
to understand the responsiveness of individuals to different microeco
nomic and macroeconomic factors. 

The displaced worker literature contains little work on sectoral 
mobility. There are suggestions that mobility is "costly"; the post-dis
placement earnings of individuals who change industry are lower than 
the earnings of otherwise comparable individuals who stay in the same 
industry (see Podgursky and Swaim, 1987; Addison and Portugal, 
1989; and Kletzer, 1991a).  Fallick (1990) considers sectoral mobility in 
an analysis of jobless durations that allows for industry change. 
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This paper examines the pattern of interindustry mobility follow
ing job displacement and reports estimates from a model of the deter
minants of industrial mobility. The econometric analysis uses a model 
of mobility developed in Kletzer ( 1991b). Key variables in the model 
are wage expectations from staying in the same industry versus chang
ing industry, the duration of joblessness, and a measure of occupation
al specificity. 

Pattern of I nterind ustry Mobility: 

Evidence fi'om the Displaced Worlker Surveys 

The first Displaced Worker Survey was conducted in January 1984 
as a supplement to the Current Population Survey (CPS) .  The survey 
was repeated in January of 1986, 1988, and 1990. In each survey, 
individuals in the regular monthly CPS were asked if they had lost a 
job in the five years preceding the January survey date due to " . . .  a 
plant closing, an employer going out of business, a layoff from which 
he/she was not recalled, or other similar reasons." If the answer was 
yes, a series of questions followed concerning the old job and period 
of joblessness. Because the survey is based on the CPS, it yields a large, 
nationally representative sample of displaced workers. This paper uses 
merged data from the first three surveys. 

Because production-related occupations account for a dispropor
tionate share of displaced workers, they are the focus of this paper. 
Individuals aged 20 to 60 at the time of displacement were included in 
the :>ample if they lost full-time, private-sector, nonagricultural jobs in 
a production-related occupation because of a plant closing or reloca
tion, elimination of position or shift, or slack work (layoff without re
call ) . 1  These exclusions produced a sample of 2164 observations, of 
whom 70.5 percent were reemployed at their survey date. 

In the empirical mode!, industrial mobility is defined as a change in 
2-digit SIC industry, pre- to post-displacement. This sample of pro
duction workers exhibits a high degree of industrial mobility: 72.6 
percent of reemployed workers were in a different 2-digit industry, 
post-displacement. Table 1 presents a matrix of transitions from pre
displacement industry group to post-displacement industry group, 
where industry groups, a higher level of aggregation than 2-digit in
dustry, are used for expository reasons.2 Sizeable proportions of the 
sample stay within the same industry group. "Stay" proportions are 
highest in transportation, trade, and services. Most industry change is 
a movement to trade and services industries. There is little movement 
into manufacturing by nonmanufacturing displaced. The incidence 
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TABLE 1 

Employment Transition Matrix 
(rows: pre-displacement industry; columns: post-displacement industry) 

Old/New MIN oc NDC TPU WRT F&S ACR CON PUB 

l. 30.9 11.5 2.1 9.4 10.5 17.3 4.2 12.6 1.6 
MIN 15.0 5.0 0.0 11 .0 15.0 6.0 13.0 4.0 0.0 
N = 191 31.5 30.7 38.7 22.4 33.9 31.3 27.1 37.2 61.0 
.61 .85 .54 .64 .66 .46 .36 . 18 .46 2.30 

2. .5 39.2 8.2 6.2 13.9 18.5 1.6 8.8 3.0 
DC 17.0 11 .0 9.0 9.0 3.0 7.0 6.0 11 .0 15.0 
N = 1093 16.0 31.1 31.4 30.9 29.6 41 .5 51.3 29.4 26.6 
.83 .87 1.0 .84 .79 .63 .67 .50 .75 .95 

3. .7 15.1 36.6 3.2 16.7 18.6 1.2 6.0 1.8 
NDC 25.0 7.0 16.0 6.0 15.0 8.0 0.0 6.0 0.0 
N = 563 8.3 26.9 24.1 26.1 28.3 30.7 40.1 29.2 28.6 
.87 .88 .88 .99 .86 .73 .79 .42 .97 .67 

4. 2.1 5.4 3.3 43.4 14.0 16.1 1.2 9.9 4.5 
TPU 0.0 0.0 25.0 18.0 9.0 8.0 33.0 17.0 36.0 
N = 242 14.4 21.1 28.5 24.9 32.4 41.6 12.0 20.7 31.0 
.75 1.37 .ffl 1 .16 .76 .70 .50 .77 .67 1.17 

5. 1.0 9.1 6.3 7.7 40.8 23.3 1.0 8.7 2.1 
WRT 0.0 35.0 11 .0 14.0 18.0 13.0 33.0 0.0 0.0 
N = 287 32.7 31.3 29.1 15.4 18.2 21.4 21.0 22.0 47.2 
.81 .98 1.11 .89 .93 .75 .73 .72 .81 .95 

6. .6 12.2 7.2 6.1 18.3 43.9 2.2 8.3 1 .1  
F&S 0.0 27.0 8.0 0.0 18.0 14.0 25.0 0.0 0.0 
N = 180 52.0 28.4 33.7 16.1 18.3 20.7 29.3 13.7 16.0 
.81 .86 .81 1 .04 .75 .83 .77 .35 .77 2.60 

Notes: 
MIN = Mining; DC = Durable goods manufacturing; NDC = Nondurable goods 

manufacturing; TPU = Transportation, Utilities and Communications; WRT = Whole-
sale and Retail Trade; F&S = Finance and Services; ACR = Agriculture; CON = Con-
struction; PUB = Public Administration. 

First cell entry: percent of pre-displacement industry group displaced who were 
employed in the post-displacement industry group. 

Second cell entry: percentage in the cell who experience no joblessness following 
displacement. 

Third cell entry: mean weeks of joblessness for those in the cell (conditional on 
experiencing some joblessness). 

Fourth cell entry: mean ratio of post-displacement earnings to pre-displacement 
earnings for those in the cell. 

The numbers under the industry group headin!h in the first column are N, the 
number in the pre-displacement industry group; and t e mean earnings ratio for the pre-
displacement industry group. 

and duration of joblessness tend to be lower for those who remain in 
the same industry group. It appears that weeks without a job increase 
as the pre- and post-displacement industry groups become more 
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dissimilar (this is seen most clearly in manufacturing). Mean jobless 
durations for transitions out of durable goods manufacturing are short
er for movements into mining and nondurable manufacturing, and 
considerably longer for movements into services. 

A Model of Interindustry Mobility 

The model developed in Kletzer ( l99lb) is a variant of the "mover/ 
stayer" model, where the propensity to move (to change 2-digit 
industry post-displacement) or stay (to stay in the same 2-digit 
industry post-displacement) depends on the net wage gain that might 
result from mobility (or the lack of it) . Individuals face two options: 
they can stay in their pre-displacement, 2-digit industry and earn W,, 
or they can change industry and earn W,. Assume they stay in the same 
industry if: 

so = E(W, - W, ) - (C, - C, ) 2 0, 

where C, and C, are search costs involved in staying or changing 
industry. Wages are unknown, so the wage differential is an expected 
value. Assume that search costs are known. 

This simple wage-based model of industry mobility can incorpo
rate several factors. Differences in employment opportunities across 
industries enter through the expectations term. These wage-offer 
probabilities are a function of industry employment growth rates 
(cyclical and structural changes in labor demand), relative industry 
wages .high-wage industries may have queues of job applicants) ,  and 
individual characteristics (workers with some experience in an indus
try may be more likely to receive job offers) .  Specific skills enter 
through the wage differential term as these skills are likely to have 
more value in the same industry than in a different industry. 

The wage differential may be inversely related to the probability 
of receiving an offer. lf there is a positive wage differential, there may 
be a queue for jobs, thus lowering the likelihood of receiving an offer. 
Therefore, the effect of the wage differential may be ambiguous. The 
greater the differential, the less likely a "same" industry wage offer 
will be received (relative to a "change" industry wage offer) .  At the 
same time, as the differential increases, so does the likelihood that a 
"same" industry offer will be accepted. Controlling for the probability 
of receiving a job offer, the expected relationship between the wage 
differential and staying in the same industry is positive. 

An individual is observed to stay in the same industry if: 

(l) S = l if S0 = /3o + /31 (W, - W, ) + /32Yl + /33Y2 + f 2 0, 
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where W, and We are defined as above, Y1 is a vector of pre-job search 
variables measuring search costs, employment opportunities, and 
reservation wages; Y2 is a vector of post-displacement variables 
related to reservation wages (not including W, and We), the f3's are 
coefficients, and E is assumed to be distributed N (O,a�) . The value of 
staying in the same industry, S 0 ,  is not observed; only S, an indicator, 
is observed. S takes the value of zero for industry changers (S 0 < 0) .  

For each individual, only mobility status and a wage (either W, or 
We) are observed. The difference (W, - We) must be estimated. 
Assume that an individual faces the following wage opportunities: 

(2) 

(3) 

In W, = o, ' Z + u, , 

In We = Oe ' Z + Uc , 

where lnW, (lnWe) is the logarithm of the same (change) industry 
wage, Z is a vector of individual, labor market, and pre-displacement 
industry characteristics, the o's are coefficients, and u, and Ue are 
random error terms. Predicted "same" and "change" wage offers can 
be calculated for each individual using estimated coefficients from 
equations (2) and (3). In general, lnW, and lnWc cannot be estimated 
consistently using OLS and observed wages because there may be 
unobserved variables affecting both wages and sectoral mobility . This 
is a standard sample selection problem and its solution follows Lee 
(1978) and Willis and Rosen ( 1979). 

Briefly, the wage equations lnW, and lnWc are substituted into 
equation ( 1 )  to yield a reduced form probit equation for the 
·probability of staying in the same 2-digit industry: 

(4) S 0 = ')'o + ')' 1 ' W + ')'2 ' Y1 + v, 

where W contains variables in Z, Y1 is as defined above, and the y's 
are coefficients.3 Normalizing a� to 1, consistent estimates of the y's 
are obtained. This reduced form probit yields selectivity variables to 
be included in the wage equations estimated on the "same" and 
"change" samples. 

(2 ' )  

(3 ' )  

lnW, = O, ' Z + Gsv ( -f ('l')/F('l') )  + 7]s ,  
lnWe = Oe ' Z  + Gcv ( f ('l')/1 - F('l') )  + 1]e , 

where a,v (acv) is the covariance between the error terms of the "same" 
("change") wage equation and the industry mobility equation; 
'l' = ')'o+ ')' 1  ' W; + ')'2 ' YL ; E(7]s I so 2 0) = 0 and E(7]c I S 0  < 0) = 0; 
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F is the cumulative distribution of a standard normal random variable, 
and f is its density function. Estimated coefficients from the wage 
equations can be used to construct (lnW, - lnWc) for each individual, 
and then the structural equation, ( 1 ), can be estimated.4 

Results 

Results from estimating the reduced form and structural sectoral 
mobility equations are reported in Table 2. Age and tenure are 
positively related to remaining in the same industry (although the 
effect of tenure is small and estimated imprecisely) .  These variables 
may be capturing lower search costs, or higher firm-specific invest
ments. Pre-displacement earnings and the pre-displacement receipt of 
health insurance are positively related to remaining in the same indus
try. These variables may be capturing reservation wages. 

The positive coefficient on the state unemployment rate at the time 
of displacement suggests that individuals are more likely to search for 
(and find) jobs in their old industry when local labor market 
conditions are adverse. Individuals displaced due to plant closing or 
relocation are more likely to stay in the same industry than workers 
displaced by layoff. Receipt of advance notification lowers the 
probability of staying in the same industry. 

Individuals displaced from occupationally specific industries 
(industries with predominantly specific or narrow occupations that are 
only found in a small share of industries) are more likely to stay in the 
same industry. All else the same, the relative return to staying in an 
industry is higher for these individuals, who are likely to have industry
specific skills (because their occupations are not found in many other 
industries) .5 

Weeks of joblessness are negatively related to remaining in the 
same 2-digit industry. 6 This is consistent with the descriptive pattern of 
mobility discussed above. One possible mechanism for this result is 
that some job seekers queue to remain in the same industry. Workers 
who do not get these jobs turn to other, lower wage, "different" jobs 
over time, leading to the finding that those who change industry have 
longer jobless durations because first they seek out jobs that do not 
involve sectoral mobility. 

Contrary to expectations, the effect of the estimated wage 
differential (In W, - In W c) is negative and statistically significant. 7 

Although the mean predicted value of the wage differential is positive, 
indicating positive expected returns to staying in the same industry, 
the differential is larger for industry changers than for industry stayers. 
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TABLE 2 

Variable Means and Industry Mobility Probit Results 
(asymptotic standard errors) 

Mean (std. dev) Mobility Probit 

Reduced 
Variable Same2d Change2d Form Structural 

Age 35.8 33.4 .0125". .0067""  
(10.6) ( 10.5) (.0034) ( .0028) 

Education 12.1 12.3 -.0591" .  -.0181 
(2.2) (2.1)  (.0184) (.0139) 

Tenure 6.9 5.7 .0044 .0046 
(6.7) (6.7) ( .0049) ( .0042) 

Male .784 .739 .1705" .0475 
(.0912) (.0816) 

Married .778 .694 -.0139 .0190 
( .0752) ( .0589) 

Nonwhite .091 . 126 .0224 -.0624 
(.0990) ( .0794) 

Dis�laced by .711 .624 .1483""  .0629 
p ant close (.0599) (.0578) 

Received adv. .506 .585 -.2590 " "  -.1414" " 
notice (.0596) (.0500) 

Old earnings 5.788 5.679 .0683 . 1275""  
(log) (.518) ( .487) (.0734) (.0611) 

Receive health .809 .768 -.0283 .0484 
insure (old) (.0773) ( .0636) 

Occupational . 170 . 154 1.3797" .  1. 1933"" 
specificity (.095) (.080) (.4642) ( .3998) 

State unemploy .084 .082 7.3828" "  2.5249" "  
rate ( 1.9218) ( 1.2497) 

(lnWs - lnW,) 1.945 1.980 -1. 1679""  
(.248) ( .257) ( .4277) 

Weeks do bless 28.27 36.46 -.0032" " 
(pre icted) (35.5) (40.5) ( .0007) 

Industry: 
Mining . 090 .065 .4430" • .8761" • 

( .1679) (.2548) 
Durable goods .349 .469 . 1604 .4266" • 

( .1 192) (.1498) 
Nondurables .249 .226 .3567" "  .5399""  

( .1221) ( .1393) 
TPU .144 .075 .5899" " .7732"" 
(Trade and Services omitted) (.1298) ( .1630) 
Constant -.9197 -.7576 

( .6676) (.5893) 
Log L -1199.0 -1191.1 

� predicted 
correctly 73.1 73.0 

• • Coefficient is significantly different from 0 at 5� level (2-tailed test). 

• Coefficient is significantly different from 0 at 100: level (2-tailed test). 

Models also include controls for region, sample selection, old industry employment 
growth rate, occupation; reduced form includes controls for year of displacement. Full 
set of results available from author. 
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Some insight into the wage differential result can be gleaned from 
Table l .  The last entry in each cell is the mean ratio of post-displace
ment earnings to pre-displacement earnings for individuals in that cell 
(all earnings are adjusted to 1982 dollars using the GNP deflator) . Stay
ing in the same industry group yields the "best" earnings outcome for 
workers displaced from mining, durable goods, and nondurable goods 
manufacturing. However, the proportion of mining and manufactur
ing workers staying in the same industrial group is lower than the pro
portion staying in transportation, communications, and public utilities 
(TPU),  trade, and services, where the "best" earnings outcome is expe
rienced by those making sectoral changes. This means that although 
stayers do better than changers on average, those who had the most to 
gain from staying were more likely to change. 

Conclusions 

These results suggest that a simple wage-driven model of mobility is 
incomplete. Although it might be expected that individuals would be 
more likely to be employed in the same industry as the wage advantage 
to doing so increased, this expectation is not borne out in the structural 
estimates. Even with controls for employment opportunities (by skill 
and by employment growth rates) ,  industry mobility is not consistent 
with a net wage gain (most mobility is not to sectors with positive wage 
differentials) .  It appears that displaced workers with the most to gain 
from staying are the ones most likely to change industry. This result ap
pears to be due to the high degree of mobility amongst displaced min
ing and manufacturing workers, a group who, with respect to post-dis
placement earnings, would be better off staying in their old industry, but 
who move, in sizeable proportions, to the trade and service industries 
where employment opportunities are better. 
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Endnotes 

1 Individuals displaced from the construction industry were excluded because the 
notion of permanent job displacement is not well defined m that industry. As is common 
in the displacement literature, individuals displaced within one year of their survey date 
were excluded, as were individuals self-employed at their survey date. See Kletzer 
(199lc) for a more detailed discussion of the Displaced Worker Surveys. 
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2 Transition matrices can be constructed only for the subsample of reemployed. 
3 Y2 is not included in the reduced form pro bit because its variables are endogenous 

to the model. 
4 The mobility status probits are conditional on observing individuals to be 

employed at their survey date (post-displacement industry and earnings are available 
only for the reemployed). The results reported here account for this sample selectivity, 
using a method discussed in Kletzer ( I99I b). 

5 Construction of the occupational specificity measure is discussed in Kletzer 
( I99Ib). 

6 Jobless weeks are included in the structural probit, but not in the reduced form 
equation, because they are a post-displacement outcome. A predicted duration measure, 
based on a maximum likelihood estimate of a reduced form duration model (reported 
in Kletzer, I99Ib), is used in the structural mobility probit. 

7 Due to space constraints, the results from estimation of "same" and "change" 
earnings functions are not reported (they are available from the author). The reported 
standard errors in the structural probit do not account for the use of predicted 
regressors. 
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Sea rch D u rat i o n  a nd I ntermed iate, 

Tra ns it i o n a l Work 

JULIE L. HoTCHKiss 
Georgia State University 

The purpose of this paper is to explore the effect of transitional 
work on the duration of an individual's search spell. A transitional job 
is one that begins and ends during a reported search spell. While 
transitional employment may lengthen a person's search through a 
reduction in time and energy available for finding a permanent job, 
taking a transitional job may provide the searcher with increased 
employer contacts and allow the searcher to distance him- or herself 
from the stigma of unemployment. 

The theory of search unemployment (Clark and Summers, 1979) 
implies that part of the observed unemployment rate is a result of 
searchers holding out for a desirable job offer; the level of "true" 
unemployment, that which reflects job searchers' inability to find any 
job, is lower than reported unemployment statistics suggest. A 
necessary condition for search unemployment to be consistent with 
rational behavior is that searching for a job while unemployed is 
somehow more efficient than searching while employed. Recent 
research (Blau and Robins, 1990) ,  however, finds that employed 
searchers have a slightly higher probability of finding a job than 
unemployed searchers, suggesting, prima facie, that searchers should 
accept their first job offer and continue to look as employed searchers; 
a suggestion which challenges the validity of search unemployment. 

This paper contends that the typical comparison of search out
comes for individuals who begin searching while unemployed ("un
employed searchers") with the outcomes for individuals who begin 
searching while employed ("employed searchers") , as in Blau and 
Robins ( 1990),  is inappropriate. Searchers in both of these categories 
may be observed with a transitional job sometime during their search 
spell, and it is the impact of this transitional employment, not the initial 
condition of search, that is sought here. 

Author's Address: Policy Research Center, Georgia State University, University 
Plaza, Atlanta, GA 30303. 
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The Duration of Search 

Standard search theory results in four main predictions related to 
the duration of search. These predictions are (see Mortensen, 1986) : 
(a) a reduction of the cost of search (k) increases expected duration; 
(b) an increase of the searcher's time horizon (n) increases expected 
duration; (c) an increase of the searcher's skill level (s) has an ambig
uous effect on duration; and (d) an increase of the searcher's discount 
rate (r) decreases expected duration. These predictions are made hold
ing the demand side of the labor market constant. 

Having a transitional job while searching could affect search 
duration either through the cost (k) or through the (perceived) skill 
level (s) of the searcher. Taking a transitional job increases income 
during the search, thus reducing the monetary cost of search, and 
thereby increasing the expected duration of search. Taking a 
transitional job eliminates the stigma associated with unemployment, 
allows the person to accumulate more experience, and potentially 
increases the number of employer contacts through work, thus 
decreasing the expected duration of search. The net effect on search 
duration of taking a transitional job, therefore, is ambiguous. 

The duration of an individual's search spell is expressed in log
linear form as follows: 

if Xi{3 + Ui < MAXDURi, 

if Xi{3 + Ui 2: MAXDURi, 

where MAXDURi is equal to the number of days between individual 
i's interview date and the day that individual's search spell began. This 
is an individual-specific upper bound on the observed length of a 
search spell. "In" refers to the natural logarithm, D is the duration of 
search in days, X, are explanatory variables (these include the k, n, s, 
and r variables described above, as well as others to control for some 
demand-side influences, such as the unemployment rate), and {3 is a 
vector of parameters to be estimated. Duration spells (Di) are assumed 
to be distributed as a Weibull to allow for straightforward calculation 
and determination of duration dependence. The likelihood function 
for the above specification is: 

Nu 
L(f3,c,a I Di,Xi,MAXDURi) = n f(lnDi I Xi/3) . 

l = 1 

Nc 1 II [1 - F(MAXDURi Xi/3) ] ,  
I =  I 
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where the first term is the contribution to likelihood made by the N u  
individuals who experienced complete search spells, and the second 
term is the contribution made by the Nc individuals whose spells are 
censored. Not accounting for the possibility of right-censored spells 
results in a systematic underestimate of the spell length. 

Data 

The sample used for this analysis is constructed from the 
Employment Opportunity Pilot Project (EOPP) baseline household 
survey. About 30,000 familes from 11 states across the United States 
were interviewed. Surveys were conducted between April and 
October 1980, and contain information on labor market activity dating 
back to January 1979. Unlike more recent surveys, the EOPP asks job 
search questions of both unemployed and employed respondents (see 
Hotchkiss, 1989). 

Monthly state unemployment rates were obtained from various 
issues of Employment and Earnings, a publication produced by the 
Department of Labor. State level unemployment insurance formula 
parameters were obtained from tables published by the Employment 
and Training Administration, made available by UBA legislative 
specialists. 

The sample of individuals to be analyzed are those searching for a 
job. Within this sample, there are those who begin searching while 
unemployed and those who begin searching while employed. Among 
both groups of searchers there are some who take transitional 
employment while searching. A transitional job is one that falls 
completely within a person's spell of searching. About 16 percent of all 
individuals included have two search spells. Estimations performed 
using only the most recent spell of search produce essentially the same 
results. 

In terms of mean demographics, searchers taking a transitional job 
are similar to searchers not taking a transitional job. Those in the 
transitional-employment category, however, have twice the represen
tation of employed searchers (25 percent) than in the no-transitional 
job category (12 percent) .  In addition, employed searchers have more 
education (12.48 years) and more labor market experience (1 1.19 
years) than unemployed searchers ( 1 1 .31 years and 7.91 years, 
respectively) ,  on average, and are twice as likely to take a transitional 
job than unemployed searchers. Employed searchers and those with 
transitional jobs are almost twice as likely than their counterparts to 
have a right-censored search spell. This will be taken into account in 
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specifying an appropriate empirical model. The average recorded 
durations of search of those with transitional jobs last more than twice 
as long (373 days vs. 121 days) as the spells of those who do not 
experience transitional employment. In addition, employed searchers' 
spells last almost two and a half months longer, on average, than 
unemployed searchers' spells. 

Empirical Analysis 

Parameter estimates for a number of specifications of the duration 
equation are found in Table 1. Specification ( 1 )  estimates the duration 
model assuming the work decision is exogenous. Specifications (2) 
through (4) treat the work decision as endogenous by instrumenting 
out the dummy variable. Exogeneity of WORK was rejected via a 
Hausman (1978) test. (The results from the estimated Probit used to 
instrument out WORK are available upon request. ) The estimation 
results are consistent across specifications in sign and magnitude and 
coincide with results reported in other empirical analyses of the 
determinants of search duration (see, for example, Lancaster, 1979; 
Burdett et al. , 1985; and Blau and Robins, 1986) .  

Using the parameter estimates from specification (4) , a person who 
takes a transitional job during search can expect his or her search spell 
to last about five weeks longer than a searcher who did not take a 
transitional job (see Maddala, 1983, for derivation of the conditional 
expectation of a random variable). An employed searcher can also 
expect to have a search spell lasting about five weeks longer than an 
unemployed searcher. If a person is both employed at the beginning of 
his or her search and takes a transitional job sometime during the 
search spell, he or she can expect to be searching about seven weeks 
longer than an unemployed searcher who does not take a transitional 
job. In addition, a person receiving unemployment insurance (UI) will 
experience a search spell less than a month longer than non-Ul 
recipients. 

It is of interest to note that endogenizing the work decision (or 
accounting for correlations between the work decision and the length 
of search duration) has the effect of reducing the impact of taking a 
transitional job on the length of search. This suggests that heterogene
ity between those who take transitional jobs and those who do not 
plays an important role in the measured impact of transitional employ
ment on search duration; accounting for individual decision making 
reduces the direct impact of transitional employment. 
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Variable 

Intercept 

Age 

Education (years) 

Female = 1 

Nonwhite = 1 

Single = 1 

Number of children less 
than 14 

Nonwage income ($000) 

Unemployment rate at 
end of search 

Unemployment 
insurance = 1 

Years of labor market 
experience since age 18 

Driver's license = 1 

Work limiting 
disability = 1 

Number of search 
methods used 

EMP (employed 
searcher) = 1 
(began search with job) 

WORK = 1 
(had a transitional job) 

A 
WORK 

A 
EMP X WORK 

A 
HRS X WORK 

(HRS = hours/week of 
trans job) 

Sigma 
scale parameter 
shape parameter 
Log -likelihood 
No. of observations 

TABLE 1 

Duration Equation Estimates 

Model Specification 

(1)  

2.6442° 00  
(0.1062) 
0.0272° 00  

(0.0026) 
-0.0438° 0 0  
(0.0055) 

-0 .1294° 0 0  
(0.0289) 
0.2053° 0 0  

(0.0282) 
0 .1568° 0 0  

(0.0274) 
0 .0422° 0 0  

(0.0105) 
-0.0228 
(0.0345) 
0.2980° 0 0  

(0.0103) 
0 .2979° 0 0  

(0.0452) 
-0.0145° 0 0  
(0.0030) 

-0 . 1890° 0 0  
(0.0328) 
0.2104 ° 0 0  

(0.0453) 
0.1291 ° 0 0 

(0. 1489) 
0 .8927° 0 0  

(0.0488) 

1 .6718° 0 0 
(0.0772) 

1 .1252° 0 0  
202.02 

0.89 
-13,402 

9,808 

(2) 

3.5543°0 0  
(0.1969) 
0 .0288°0 0  

(0.0028) 
-0.0537°0 0  
(0.0061) 

-0 .0902°0 0  
(0.0325) 
0.20110 0 0  

(0.0300) 
0.1212°0 0 

(0.0302) 
0.0270°0 

(O.Olll) 
0.0452 

(0.0389) 
0.3324°0 0  

(0.0113) 
0.3324°0 0  

(0.4985) 
-0.0171° 0 0  
(0.0032) 

-0 .1637°0 0  
(0.0346) 
0 .2070°0 0  

(0.0481) 
0. 1525°0 0  

(0.0155) 
0.7336°0 0  

(0.0667) 

0 .6166°00  
(0.0960) 

1 .1778°0 0 
210.08 

0.85 
-13,817 

9,808 

(3) 

3.4951 ° 0 0  
(0.1999) 
0.0288° 0 0  

(0.0028) 
-0.0540° 0 0  
(0.0061) 

-0 .0889° 0 0  
(0.0325) 
0 .2018°0 0  

(0.0300) 
0.1212° 0 0  

(0.0302) 
0.0266° 0 
(O.Olll)  
0.0452 

(0.0398) 
0.3321 ° 00  

(0.0113) 
0.3316° 0 0  

(0.0497) 
-0.0171 ° 00  
(0.0032) 

-0 .1643° 0 0  
(0.0346) 
0.2077° 0 0  

(0.0481) 
0.1527° 0 0  

(0.0155) 
1 .4353° 00  

(0.3097) 

0.5760° 0 0  
(0.0983) 

0.6310° 0 
(0.2668) 

1 .1776° 0 0 
210.08 

0.85 
-13,814 

9,808 

(4) 

3.2903° 00  
(0.1918) 
0.0303° 00  

(0.0027) 
-0.0517° 0 0  
(0.0058) 

-0.0715° 0 
(0.0314) 
0.1789° 0 0 

(0.0288) 
0.1358° 0 0 

(0.0287) 
0.0358° 0 0  

(0.0106) 
0.0433 

(0.0385) 
0.2989° 0 0  

(0.0105) 
0.3438° 0 0  

(0.0477) 
-0.0183° 00  
(0.0031) 

-0.1805°0 0  
(0.0330) 
0.2071 0 0 0  

(0.0455) 
0.1340° 0 0 

(0.0150) 
1 .52580 0 0 

(0.2905) 

0.4117° 0 0 
(0.0950) 

0.6990° 0 
(0.2500) 

0 .0320° 0 0  
(0.0015) 

1 .1283° 0 0  
202.02 

0.89 
-13,418 

9,781 

Notes: Standard errors are in parentheses. o o o = > significant at 
level. o 0 = > significant at the 5� level. o = > significant at the 1� level. 

the u; 
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This issue of heterogeneity is an important consideration high
lighted by Blau and Robins (1990) . Once we determine that those with 
transitional jobs have longer search spells than those without transi
tional jobs, we are left with the question of whether that difference is 
a result of the effect of transitional employment itself, or whether the 
measured effect results from the unmeasured heterogeneity of the two 
groups. This issue is common to all multisector models, however de
composition of the difference in expected outcome used to distinguish 
between endowment and treatment effects (Oaxaca, 1973; Blinder, 
1976) is not appropriate for this empirical model specification. The 
significance of the difference in parameter coefficients between sepa
rate duration equation estimations for workers and nonworkers also 
yields insight into the role heterogeneity plays in determining the dif
ferent search spell lengths. The null hypothesis of equal parameter co
efficients across the two regressions is the same as a null hypothesis of 
heterogeneity between the samples; if the mechanism through which 
the explanatory variables affect duration is the same within the two 
groups (identical coefficients ) ,  the observed difference in search 
duration must be driven by differences in the characteristics of the two 
groups (heterogeneity) .  A Wald test statistic of 0.65 corresponding to 
a test of equality between parameter estimates for those with and 
those without transitional jobs does not allow a rejection of the null hy
pothesis of heterogeneity. (The parameter estimates are available up
on request.) This rejection implies that the measured longer search 
duration is more a function of the individual characteristics of those 
who choose transitional employment than it is a function of the impact 
of transitional employment on the way those characteristics affect 
search duration (measured by differences in the coefficients). Conse
quently, there is no evidence that the positive influence of a person's 
education level or labor market experience on reducing search dura
tion will be adversely affected by that person taking a transitional job. 
In addition, transitional employment does not appear to exacerbate 
the negative influence of receiving unemployment insurance or being 
nonwhite on lengthening the search duration. 

Concluding Remarks 

This paper provides the first comprehensive analysis of the impact 
of taking a transitional job on the duration of a person's seare:h spell. A 
log-linear duration model is estimated via maximum likelihood in 
order to account for the censoring of search spells. The results indicate 
that a person who takes a transitional job while searching can expect 
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their search spell to last about five weeks longer than someone not 
taking a transitional job. This suggests that in the interest of keeping 
one's search spell to a minimum, taking a transitional job is not the best 
strategy. However, for those facing transitional employment as a 
financial necessity, the possibility of lengthening their search spell by 
only five weeks, on average, should be somewhat of a relief. 

Separate duration equation estimates for those who do and those 
who do not take a transitional job suggest that heterogeneity plays an 
important role in the measured difference in search spell lengths. In 
other words, while those who take transitional jobs experience moder
ately longer search spells, transitional employment does not affect the 
positive impact labor market experience and education ( for example) 
have on shortening a person's spell. 
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FRANK J. BENNICI 
WEST AT, Inc. 

STEPHEN L. MANGUM 
Ohio State University 

Concern over the failure of our education and training systems to 
adequately prepare noncollege-bound youth for entry into the labor 
force is being met by efforts to more closely link education with the 
workplace. These efforts range from counseling students on the world 
of work to involving them in job-related activities. 

The U.S.  Department of Labor's (DOL) recent Apprenticeship 
2000 Initiative has greatly increased the attention given to apprentice
ship as a method of skill acquisition and employment preparation. 
America's apprenticeship system has successfully prepared many 
individuals for work in skilled trades that provide good pay and steady 
employment. The apprenticeship concept of formal on-the-job 
training linked with related classroom instruction is currently being 
promoted by DOL as a model of work-based learning to help meet the 
increasing demand for semiskilled workers. 

Vocational education seeks to prepare noncollege-bound youth for 
entry into the work force. As such, it might be viewed as an alternative 
to DOL's version of expanding apprenticeship. One might, however, 
suggest a partnership between apprenticeship and vocational 
education in which vocational education programs serve as a feeder 
system of well-prepared and well-informed candidates to apprentice
ship, and as a provider of related instruction. For this partnership to 
form, apprenticeship program sponsors would need to consider 
vocation education programs as competent and credible sources of  
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apprentices and related instruction. This perception has not been 
widely held (Glover, 1980) . 

Empiricial evidence concerning the returns to vocational education 
are mixed. Evaluations of high school vocational education have 
typically found commercial training to have significant positive 
earnings effects for females (in the 16 to 17 percent range) , while 
technical or home economics programs have frequently registered 
zero or even negative earnings impacts (Grasso and Shea, 1979; Meyer, 
1982; Gustman and Steinmeier, 1982). The evidence for males has been 
inconclusive as to whether vocational education graduates earn more 
than similar nonvocational-trained graduates (Campbell et al., 1986; 
Meyer, 1982).  It has been suggested that this ambivalence results from 
not distinguishing whether or not the vocational training is transferred 
to the eventual position of employment. Estimates of the extent of 
training-related placement for vocational education range from 
approximately 25 to 45 percent, depending on occupation (Campbell 
et al., 1987; Rumberger and Daymont, 1982).  

Campbell et al .  (1986) found that when employment matched the 
training received, high school vocational graduates had significantly 
higher labor force participation rates, and 7 to 8 percent higher medi
an earnings than a nonvocational-trained comparison group. In con
trast, no economic benefits were found to accrue in the case that no 
training-related employment was obtained. Findings by Bishop (1982) 
support these conclusions. His study suggested significantly lower on
the-job training time and greater productivity over the first year of 
employment among employees with vocational-relevant high school 
training than among those without such training. Considering the 
Campbell ( 1986) and Bishop (1982) findings, it appears that to serve as 
a feeder system to apprenticeship (to increase the proficiency of enter
ing apprentices and to shorten the time to full proficiency) ,  vocation
al education should be directly related to the work processes of par
ticular apprenticeable crafts. 

The purpose of this paper is to explore the relationship between 
high school and postsecondary vocational education and apprentice
ship. Specifically, does vocational education increase the probability 
of completing an apprenticeship? And are the economic outcomes of 
apprenticeship greater for apprentices with vocational education? 
Evidence of complementarity between apprenticeship and vocational 
education may signal closer alignment between the structures of 
apprenticeship and vocational education. 
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Empirical Analysis 

Can differences in apprenticeship completion rates or in labor 
market outcome measures across well-defined groups of individuals, 
to any significant extent, be attributed to participation in vocational 
education prior to apprenticeship participation? The issues are 
explored here using data from the 1986 National Longitudinal Survey 
of Labor Market Experience, Youth Cohort (NLSY) .  The original 
NLSY contains information on 12,686 young men and women who 
were ages 14 to 21 when first interviewed in 1979. These individuals 
have been surveyed every year since, such that the NLSY contains 
detailed information on the school-to-work transition. The NLSY is 
structured so as to be representative of the U.S. population in this age 
group. 

Within the NLSY data set there are approximately 4000 individuals 
who, as of the 1986 survey, had participated in formal vocational 
training at either the high school or postsecondary school levels. With 
regard to apprenticeship training, 287 individuals had participated in 
apprenticeship. Of these, 147 individuals completed an apprenticeship 
program. 

To explore the issue of prior participation in vocational education 
affecting the completion rate of participants in apprenticeship, the 287 
NLSY apprenticeship participants (of which 124 completed vocational 
education programs and 1 14 did not participate in vocational 
education) were included in a logistic regression equation analysis to 
estimate the relationship between the probability of apprenticeship 
completion ( the dependent variable) and a series of explanatory vari
ables including race, gender, location of residence, educational attain
ment, and prior participation in vocational education, our main vari
able of interest. The analysis was completed using NLSY sampling 
weights to assure the representativeness of the sample to the popula
tion of apprenticeship participants in these age groups. 

A number of alternative specifications of the basic model were 
used. Irrespective of the specification, no statistically significant rela
tionship was documented to exist between participation in vocational 
education and apprenticeship completion. 

To explore the issue of prior participation in vocational education 
affecting the labor market outcomes associated with completion of an 
apprenticeship, empirical analysis was performed on the 147 individ
uals in the NLSY data set who completed apprenticeship training. Of 
the 147 apprenticeship completers, 79 indicated having received 
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formal vocational education in high school or postsecondary programs 
prior to entering apprenticeship. All analyses were completed using 
the NLSY 1986 sampling weights. 

Table 1 compares significant differences between apprenticeship 
completers having received prior vocational education training and 
those who did not. No statistically significant differences were found 
in mean wage and salary income or mean hourly wage rates between 
apprenticeship completers in the sample who had prior participation 
in vocational education at the high school or postsecondary levels and 
for those who had not. Significant differences, however, were discov
ered in measures of work attachment and utilization. Apprenticeship 
completers with prior vocational education, on average, ( 1 )  worked a 

TABLE 1 

Comparison of Means: Apprenticeship Completers with 
and without Prior Vocational Education 

Apprenticeship Completers 

With Voc. Without Voc. 
Variable Education Education 

Si}tificant 
Di ference? 

Past 12 Months 
Wage & Salary 
Income $18,889 

Hourly Rate 
of Pay, 1986 $8.83 

Number of Hours 
Worked, 1986 1 ,979.9 

Number of Weeks 
Worked, 1986 46.7 

Number of Weeks 
Unemployed, 
1986 l . l  

Number of  Weeks 
Out of Labor 
Force, 1986 4.2 

Wages Set By 
Collective 
Bargaining 30.2% 

Years of 
Education 
Completed 12.9 

Number of observations: 147 

Significant at the .10 level 

• • Significant at the .05 level 

• • • Significant at the .01 level 

$18,140 

$9.51 

1,879.1 

42.6 

1 .6 

7.8 

15.9% 

13.4 
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significantly greater number of  weeks, (2) worked significantly more 
hours in 1986, (3) experienced significantly fewer weeks out of the la
bor force, and (4) were significantly more likely to be employed in 
work settings where their wages were set by collective bargaining than 
were apprenticeship completers without vocational education. 

To isolate whether any significant differences in measures of labor 
market outcomes may be attributable to a factor such as previous 
participation in vocational education, a multivariate estimation model 
was constructed. The following labor market outcome measures were 
examined: total wage and salary income in calendar year 1986, total 
wage and salary income in the last 12 months, hourly rate of pay, hours 
worked in 1986, weeks worked in 1986, weeks unemployed in 1986, 
and weeks out of the labor force in 1986. 

Based on a priori expectations of their ability to explain differences 
in labor market outcomes, the explanatory variables serving as 
controls in the analysis included characteristics of respondents: age, 
race, sex, marital status, level of education; and two work environment 
variables: whether or not the individual resides in a Standard 
Metropolitan Statistical Area (SMSA) and whether or not the 
individual's wages are set by collective bargaining. The major variable 
of explanatory interest was whether or not the individual had 
participated in vocational education prior to apprenticeship. 

A priori expectations concerning the control variables were that 
labor market outcomes should be positively associated with age and 
education as reflected in age- or education-to-earnings profiles, with 
residence in a SMSA (representing the higher wage structure of urban 
areas and the wider diversity of employment opportunities),  and with 
having wages set by collective bargaining (proxying the effects of 
collective action). It was expected that membership in a minority 
racial/ethnic group and being female would, on average, be negative
ly associated with measures of labor market reward. Controlling for 
sex, it was expected that being married may proxy for stability, re
sponsibility, and wage and salary income need and, therefore, would 
be associated with higher labor market outcomes. 

Weighted regression equations were run for each of the dependent 
variables specified above. Table 2 provides a summary of significant 
explanatory variables across the different specifications of the basic 
estimation model. Table 2 indicates that previous receipt of vocational 
education had limited impact on the labor market outcomes of 
apprenticeship completers in our sample. The analysis uncovered no 
statistically significant direct relationship between vocational 
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Dependent Variable 

Wage & salary income 
calendar year 1986 

Wage & salary income 
past 12 months 

Hourly rate of pay, 
1986 

Number of hours worked 
in 1986 

Number of weeks worked 
in 1986 

Number of weeks unemployed 
in 1986 

Number of weeks out of the 
labor force in 1986 

Number of observations: 147 

Significant at the .10 level 

• • Significant at the .05 level 

• • • Significant at the .01 level 

TABLE 2 

Summary Findings 

Significant Explanatory Variables 
and Sign of Coefficients 

Black/Hispanic (-) • • 
Female (-) • •  
Wage set by coli. barg. (+) • •  • 
Black/Hispanic (-) • 
Female (-) • •  
Married, spouse present ( + )  • • 
Wage set by coli. barg. (+) • • •  
Age (+) • • •  
Wage set b y  coli. bar g. ( +)  • • • 
Black/Hispanic (-) • 
Female (-) • • •  
Female (-) • •  
Wage set by coli. barg. ( + )  • 
Vocational education (+) • 
Age (+) • • •  
Female (+) • • •  
Married (-) • 
Reside in SMSA (- ) • •  
Vocational education (-) • 
Female (+) • • •  
Wage set b y  coli. barg. (-) • 

education participation and the labor market outcomes of wage and 
salary income level or hourly rate of pay among apprenticeship 
completers. However, vocational education was a significant factor in 
explaining variation in employment stability measures such as weeks 
worked. Apprenticeship completers with vocational education 
training prior to their apprenticeship worked a significantly larger 
average number of weeks in 1986, after controlling for other factors, 
than did apprenticeship completers without previous vocational 
training. Similarly, vocational education completers averaged fewer 
weeks of unemployment in 1986. 

With regard to the control variables, in each case where statistical 
significance was achieved, the direction of the estimated relationship 
conformed to a priori expectations. Having wages set by collective 
bargaining was the most consistently influential control variable. The 
mean hourly wage for individuals in the sample was $9.23. Individuals 



CONTRIBUTED PAPERS-LABOR ECONOMICS 643 

reporting their wages being set by collective bargaining averaged 
$11.13 hourly, while the remainder of the sample averaged $8.52. 

Conclusion 

Apprenticeship participants with prior vocational education were 
found to be no more likely to complete apprenticeship than were 
apprentices without prior vocational education. However, the 
apprenticeship completers with prior vocational education also 
experienced significantly less unemployment and spent less time out 
of the labor force than apprenticeship completers without prior 
vocational education. 

In this analysis, the commonality between occupation of training 
and vocational education courses was ignored. Future research on the 
complementary relationship between vocational education and 
apprenticeship should consider more closely the quality and content of 
the vocational education. The matching may be an important factor 
toward completion of apprenticeship training if the match is strong 
and positive. However, completion is likely to be affected by other 
factors since apprenticeship is a long-term commitment by program 
sponsors and the trainees. 
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Dramatic losses in membership and faltering political power indi
cate that labor unions in both Western Europe and the United States 
need to change if they are to remain viable institutions in advanced 
industrial nations. Everywhere unions face organizational disarray, 
intensified conflict with employers, and strained alliances with previ
ously friendly political parties, interest groups, and governments. 

In this paper, I argue that the current difficulties facing organized 
labor result from a mismatch between nationally dominated industrial 
unions and firm-level changes generated by the current wave of indus
trial reorganization. Contrary to conventional wisdom, labor appears 
to have adapted best to the challenges of the 1980s not in countries 
with "neocorporatist" arrangements, but rather where local union 
structures were able to participate in and negotiate the introduction of 
new technologies and the reorganization of work at the firm level. 

In what follows, I will first develop the argument of this paper and 
contrast it with more traditional explanations. Second, I will review 
recent labor experiences in Western Europe and the United States in 
order to provide some support for my alternative explanation. In the 
third and concluding section I will consider the implications of this 
type of analysis for comparative industrial relations theory. 
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Explaining Labor's Problems 

Much of prevailing industrial relations theory rests on the premise 
that there exist different "national models" of industrial relations. 
Underlying this premise are three distinct but interrelated assump
tions: that national borders are synonymous with the scope of markets, 
that national unions are necessary to cope with challenges generated 
by national markets and the modem corporation, and that certain 
national institutional arrangements are more effective than others at 
adapting to changing political-economic circumstances. 

Yet, the new terms of international competition and technological 
innovation have challenged each of these underlying assumptions. 
Markets have become simultaneously globalized and segmented, and 
new technologies have provided opportunities for individual firms 
and entire industries to experiment with alternative business strategies 
and structures. Together, these developments test or transcend the 
boundaries of traditional industrial relations practices. 

For instance, at a time when national industrial unions have proven 
unwilling, or perhaps unable, to adjust to or even accommodate these 
changes, individual firms have pursued a variety of alternative 
arrangements with labor. This combination of microlevel efferves
cence and macrolevel paralysis has provoked a series of political 
struggles within the union movement over how best to respond to 
individual firm needs for flexibility while also preserving sufficient 
organizational integrity at the national level to enforce standards and 
prevent whipsawing. The outcomes of these intraorganizational 
struggles, in turn, have shaped the ability (or lack thereof) of unions to 
respond to their current challenges. 

Essentially, where organized labor has been able to reconfigure 
itself away from its previous vertical, highly bureaucratic structures 
and given local union structures greater responsibilities and power, it 
has better managed the current transformation of industrial relations. 
To support this argument, the next section will analyze the rise and fall 
of the national union first in abstract terms and then with specific 
reference to several European nations. 

The !Rlise and Fall of the National Union 

National unions arose throughout the West in response to the 
emergence of the modern corporation and the creation of national 
markets ( Ulman, 1955) . These national industrial unions were 
characterized by two basic features: organizational hierarchies in 
which vertical industry structures dominated local and regional bodies 
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and national contracts standardized wages and working conditions 
throughout the industry, and firm-level functionalism in which 
managerial authority was respected and unions merely negotiated the 
impact of managerial decisions or filed grievances in their aftermath. 

These two basic features were mutually reinforcing. For example, in 
response to the growth of national markets, national unions standardized 
wages and working conditions across plants and industrial sectors. These 
practices, in turn, helped sustain the consumer demand that created na
tional markets based on mass production of standardized goods. Simi
larly, as industrial production became centered around large firms em
ploying semiskilled workers to produce standardized commodities 
according to a strict division of labor within the plant, national industri
al unions increasingly focused their organizational strategies around the 
workers in these firms, often at the expense of other segments of the 
working class. Union contracts also sought to regulate rather than 
transform the emergent division of labor within plants. 

The recent transformation of national markets and consequent 
proliferation of diverse business practices not only across but also 
within industries have undermined the organizational rationale for the 
supremacy of national industrial unions. In fact, these vertical 
structures appear unable to adapt to the variety of corporate structures 
and strategies emerging within their sectors. The union's place within 
the firm is also changing. Functional distinctions between different 
kinds of jobs or between labor and management more generally are 
becoming blurred in firms where new technologies require broadly 
skilled workers capable of performing a variety of jobs (Stone, 1988). 

This transformation of work, combined with the increased 
participation of new types of workers (women, youth, and part-time 
workers) in the labor market, has shrunk the traditional power base 
(semiskilled male workers) of most industrial unions. And even these 
traditional workers have become disgruntled with national union 
structures that appear unable to represent, let alone defend, their 
interests. In short, both constituent elements of the postwar industrial 
relations system-the supremacy of national industrial unions and 
firm-level functionalism-have been swept away by the current wave 
of industrial adjustment. 

Of course, this pattern is unfolding in slightly different ways in the 
various countries given their divergent institutional histories . 
Nonetheless, in all advanced industrial nations, regardless of their 
previous degrees of centralization, ideological orientation, and 
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relations with other interest groups and parties, the central role of 
national industry unions is eclipsing and new possibilities for labor's 
renewal at the local level are emerging. Whether or not organized 
labor is able to take advantage of these opportunities and reconstitute 
itself from the bottom up will depend upon: ( 1 )  the organizational 
capacities of local labor structures, and (2) the choices unions make in 
reallocating responsibilities between national and local structures. 
This, in turn, appears to depend upon whether or not local labor 
organizations were able to preserve for themselves (either through 
legislation as in Germany or through organizational arbitrage as in 
Italy) a significant role during the heyday of national unionism or 
whether they were able to (re)acquire (as have certain parts of the 
labor movement in the United States) this role in recent years. The 
corollary point is that where local unions were always weak (France) 
or where during the heyday of national unionism they lost most of 
their organizational autonomy and capacity (i.e., certain sectors in the 
United States, some northern European nations) ,  they will experience 
significant difficulties adjusting to the current environment. A quick 
review of various national experiences will reveal the renewed 
importance of local level labor structures. 

Resurgent Local U nions? Diffarent National Experiences 

Traditionally, national industrial relations systems are categorized by 
their institutional structures and ideological orientations. As a result, 
Italy and France are often lumped together as both representing poorly 
institutionalized, highly politicized, "Mediterranean" systems; the 
United States and the United Kingdom are linked as cases of decentral
ized, pluralist, bread-and-butter unionism; and various central and 
northern European industrial relations systems are viewed together as 
variants of "neocorporatism." However, the analysis advanced in this 
paper cuts across these traditional distinctions and pairs together seem
ingly divergent systems depending on whether or not, and to what ex
tent, local labor structures play a critical role in contemporary industrial 
relations. The following survey reflects this alternative classification. 

Rssurgsnt Localism: Italy and Germany 

In Italy, national industry unions developed quite late and did not 
achieve predominance in the industrial relations system until the 1960s. 
Only then were national industry unions able to use their control over 
the contratti collettivi nazionali di lavoro (CCNLs)-triennial 
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industry-wide master agreements-to standardize wages, work hours, 
and job classification schemes throughout their industries. However, 
as a result of both the "hot autumn" struggles of the late 1960s-early 
1970s, and the massive restructuring of the Italian economy in the 
1980s, national unions quickly lost their leadership role (Locke, 1990) . 
Throughout the 1980s individual firms lamented the need for greater 
"flexibility" in compensation schemes, work hours, and the organiza
tion of work, while local unions demanded greater "responsiveness" to 
local workplace conditions and worker needs. By the end of the 
decade, local unions gained the upper hand in contract negotiations 
and even the largest union confederation (CGIL) began to dismantle 
its industry-wide bargaining structures. 

While German industrial unions enjoyed a longer and more 
institutionalized history than their Italian counterparts, they too have 
experienced major pressures to decentralize (Kern and Sabel, 1991) .  
Nonetheless, they appear t o  have fared better than labor movements 
in just about all other nations. At first, this might appear to contradict 
my argument. But closer analysis reveals that German unions did well 
in the 1980s not because of their degree of centralization or the 
existence of neocorporatist arrangements, but rather because of the 
institutional flexibility provided by Germany's "dual system" of 
industrial relations (Thelan, 1991; Turner, 1991) .  

Within Germany, radically different regionally-based forms of 
industrial organization and industrial relations coexist (Herrigel, 1989) .  
Vocational training programs, union recruitment channels, and the 
organization of interests in general are all organized along regional 
(Lander) lines. Thus, German industrial relations were never as 
uniform and centralized as we have often imagined them to be. 
Moreover, because labor is integrated into firm-level managerial 
decision making through both works councils and participation in 
supervisory boards, unions have played a significant role at the local 
level during this period of major work reorganization. This role is 
backed by law and reinforced (not usurped) by Germany's nco
corporatist arrangements. Thus, as in Italy, the German industrial rela
tions system has also experienced a shift towards the local level. The 
difference, however, is that this reconfiguration has occurred within 
the existing institutional framework (Katzenstein, 1989) .  

Apparent Contradictions: The U nited Kingdom and France 

Nowhere has organized labor suffered as much as in France and 
the United Kingdom. And yet, because these two labor movements 
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appear to be polar opposites: possessing different ideological orienta
tions and organizational structures, and enjoying (or suffering from) 
governments of radically different political persuasions, traditional 
accounts relying on precisely these institutional categories would have 
difficulty explaining their parallel decline. It might appear that these 
two national cases also contradict my own argument. Despite the ab
sence of industrial unionism in the United Kingdom (only now, 
through a series of mergers among financially troubled craft unions, is 
something resembling industrial unionism developing), British unions 
experienced the same setbacks as everyone else. Likewise, in France 
the Auroux Laws (1982, 1986) reinforced unions precisely at the firm 
level. Yet they suffered dramatic reversals all the same. Closer exam
ination of both these cases, however, both supports and helps to refine 
the argument. 

National industrial unions in France share with their Italian 
equivalents many of the same developmental legacies and ideological 
traditions (Lange, Ross, Vannicelli, 1982) . Yet unlike in Italy where the 
pro-labor Partito Democratico della Sinistra (PDS) continues to be 
excluded from government, French unions have enjoyed almost a 
decade of ostensibly pro-labor Socialist rule. Notwithstanding this 
support, French unions have declined more precipitously than any 
other labor movement in the West. Closer examination of the 
unintended consequences of the Auroux Law reforms reveals why. 

Through the Auroux Laws, the Socialist government sought to help 
French unions overcome their traditional weakness at the firm level by 
mandating collective bargaining and workers' participation in all firms 
with more than 50 employees. Not only did this well-intentioned 
reform effort fail-in ways remarkably similar to the failed attempt to 
create union locals (sections syndicales) following the Grenelle 
Accords of 1969-but also it stimulated French employers to develop 
various nonunion, human resource management schemes. Since these 
management-driven, workplace-participation arrangements both 
complied with the new law and enjoyed significant support from 
workers, they consequently routed the unions from organizing at the 
firm level (Howell, 1989) . 

In short, notwithstanding favorable legislation enabling unions to 
develop a strong presence within firms, French unions failed to 
reconstitute themselves at the local level. This was due not just to 
managerial ingenuity but also to a legacy of centralization and state
focused strategies that deprived local unions of significant organiza
tional resources. 
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Similarly, while it is true that in the United Kingdom, workers are 
traditionally organized along craft, and not industrial lines, this should 
in no way be confused with local unionism. In fact, because workers 
in the same firm are organized by competing craft unions, their 
allegiances are directed towards these nationally organized craft 
associations and away from their coworkers in the same plant. As a 
result, British unions were unable to rely on firm-based, cross-craft 
solidarity to protect themselves from Thatcher's antiunion policies. 
Attacks on labor by both the government (through a series of 
legislative "reforms") and employers (through massive rationalization 
and restructuring) were exacerbated by internal divisions and 
defections within the labor movement. Moreover, what latent forms of 
local unionism did exist in Britain, i .e., the shop stewards movement, 
had been singled out and repressed in the 1970s as a threat to the 
development of centralized, quiescent labor relations in Britain. As a 
result, British unions did not possess the organizational resources 
necessary to confront the challenges of the 1980s. 

Out of the present morass of British labor relations, however, local 
unionism may still arise. For instance, the current decentralization of 
collective bargaining may provide shop stewards with new opportuni
ties to reemerge as critical actors in the British system. Another possi
bility rests on the diffusion of firm-level, single unionism currently 
promoted by Britain's new break-off unions (i.e., the EEPTU) and 
found in the Japanese transplants. 

M ixed S ignals: the Ul nited States and Sweden 

In the United States, industrial relations has always been somewhat 
decentralized and fragmented. Yet, because national industry unions 
usurped many local union functions (sometimes even resources) 
during the heyday of their power, the organizational capacity of many 
local unions is quite limited. Much of this depends on the actual 
historical process through which the national union developed in the 
different industries. For instance, in steel and in clothing, where the 
national union was the product of either legal challenges (the United 
Steel Workers used the courts to challenge the independence of many 
established local unions and forced them to affiliate) or, as in apparel, 
organizational mergers, several district structures maintained a fair 
amount of organizational autonomy throughout the postwar period. 
These latent capabilities were reactivated with the breakdown of 
patterned bargaining in both these industries. Elsewhere, in autos for 
example, where much of the postwar period was spent centralizing the 
power of the national union, many local unions remain quite weak. 
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This situation is exacerbated with every turnover of the national 
leadership as loyalists of the old vice-president are systematically 
replaced by followers of the new leaders, leaving locals little 
opportunity to develop long-term leadership or strategy. 

In Sweden the breakdown of centralized bargaining and other 
constitutive elements of the prior neocorporatist system is no longer 
news. Employers are demanding decentralized, firm-level bargaining 
and many industrial federations are delighted to go along with them 
(Swenson, 1989) .  But attempts at rebuilding a new system are slow, 
apparently caught between the seemingly conflicting desires of low 
inflation (often associated with centralized arrangements) and more 
decentralized arrangements that provide firms with increased flexibil
ity. Here too it is unclear whether the unions possess sufficient organi
zational strength and capacity at the local level to manage these con
flicting pressures. The "workshop clubs" and other decentralized 
structures do not appear to be especially well prepared for the job. 
Perhaps, as in the case of several American industry federations, the 
labor organization's prior success at centralizing union policies is 
hindering its ability to develop strong local structures today. 

Ind ustria! !Relations Theory in a Changing � niemationai !Eco111omy 

I have argued that the recent wave of industrial restructuring 
sweeping across all advanced industrial nations has provoked a 
reconfiguration of industrial relations in favor of local unions. Yet, 
because of diverse national and sectoral organizational histories, labor 
unions both across and within these nations appear to possess varying 
abilities to respond to this common challenge. To support this 
argument, I have provided a highly stylized sketch of recent industrial 
relations developments in Western Europe and the United States. Of 
course, to really make the case I need systematic data enabling me to 
compare across national systems as well as within nations, across 
different industrial unions. I also need detailed organizational histories 
and more precise definitions of otherwise highly subjective terms like 
"organizational capacity" and "success." As such, this paper should be 
read more as a set of hypotheses still to be tested than a finished piece 
of research and analysis. 

Yet even the highly sketchy account provided here suggests the 
need for a new approach to comparative industrial relations theory. 
Instead of treating national systems as the basic unit of analysis and 
searching for macroinstitutional features as the key dimensions to use 
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in constructing comparative typologies, this paper has focused on 
microlevel developments and the politics of strategic choice to explain 
variation within nations. While this paper has focused on local unions 
and variation within organized labor, one could extend this analysis to 
other (not necessarily union) types of labor-management relations as 
well. The point here is simply that there is too much variation within 
nations for it all to be passed off as an aberration of otherwise solid 
national models. 

New research in comparative industrial relations theory needs to 
investigate the determinants of these diverse sub national patterns. We 
could begin by comparing seemingly analogous subnational models 
across nations in order to grasp the underlying factors shaping the 
strategic choices implicit within each model. Once we better 
understand the determinants and consequences of each of these 
microlevel patterns, we could then move on and analyze the different 
mixes or distributions of these subnational models across nations. Only 
if one or a particular subset of patterns emerges as dominant in a given 
country should we return to the convention of comparing industrial 
relations systems in terms of national models. If this happens, we will 
be on our way toward reconstructing national models that highlight 
rather than obscure the dynamic relationship that exists between local 
practices and national institutions. If not, we must construct complete
ly new typologies, based perhaps on precisely these more local pat
terns, to guide future research and theorizing. 
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G er m a n U n i o n s  i n  t h e  1 990s : 
B etwee n  U n if i cat i o n  a nd E u rope 

LOWELL TURNER 
Cornell University 

By the late 1980s, the export and domestic market success of West 
German industry had called attention to the stability, flexibility, and 
successful "participatory" quality of German industrial relations. At 
the same time, West German unions, with stable membership density 
and success in the 35-hour work week campaign, emerged in an era of 
widespread union decline with the strongest labor movement among 
the major industrial societies. But just as the success of West German 
industrial relations and unions became most visible and widely recog
nized, unions in Germany have found themselves quite suddenly posed 
and torn between the rather extraordinary and simultaneous new chal
lenges of German unification and European economic integration. 

How German unions cope with these new challenges is an 
important focus for research because in the past decade, while 
organized labor in the United States, Britain, Italy, and France has 
declined in influence under the weight of changing world markets and 
employer and government challenges, unions in Germany have 
retained and expanded influence, especially in the workplace, via the 
institutions of codetermination. British and Italian unions, whose 
leaders once advocated more militant approaches and criticized the 
plodding Germans bogged down in class collaboration, now propose 
their own versions of works councils and expanded participation in 
management. German industrial relations has become something of a 
model, in different ways, for both employers and unionists of other 
industrial societies, especially in Europe. At the same time, as the 
government and employer-led drive toward a single European market 
proceeds, German unions have played a role at the European level, 
attempting to organize cross-national union efforts in the battle for a 
"social dimension." 

Author's Address: New York State School of Industrial and Labor Relations, Cornell 
University, Ithaca, New York 14853-3901. 
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In addition to its immediate relevance for contemporary workers' 
interest representation, the study of German unions and industrial 
relations affords a useful window on both German unification and 
European economic integration. Broadly speaking, this paper, which 
reports on the preliminary findings of an ongoing study, is an 
exploration of the relationship between existing national institutions 
and major market and political transformations underway in 
contemporary Europe. In a period in which many are proclaiming the 
devaluation of national institutions (at the expense of both suprana
tional and local institutions and developments) ,  I see national institu
tions not only as continuing important structures or frameworks for ac
tion but as major explanatory variables determining the shape of fu
ture outcomes. 1  

In particular, I suggest that outcomes for industrial restructuring as 
well as for union and works council influence in eastern Germany (and 
therefore in unified Germany as a whole) remain quite open. This is 
true because while market influences are pushing in one direction 
(high unemployment, for example, is undermining union influence) , 
the spread of western institutions to the East is pushing in another 
direction (German codetermination law, for example, gives unions a 
strong new toehold). 2 In spite of current risks and dangers, there is a 
strong possibility that successful modernization strategies in the new 
eastern states of Germany will include solid union and works council 
influence. This argument runs counter to the position of many scholars 
who argued first that German unions were headed for decline in the 
1970s and 1980s (see, for example, Hohn, 1988) , and now, although the 
earlier analysis may have been wrong, that unions are certainly facing 
a pessimistic scenario in current circumstances (Mahnkopf, 1991) .  
These arguments fail, I think, because they are based either on 
misspecified institutional analysis (the contradictions of  the German 
dual system of industrial relations) or on broad social and economic 
forces that downplay the importance of institutions. The strategy of 
U.S .  firms moving to the South to avoid unionization and thereby 
cor. _ributing to the weakening of the U.S . labor movement cannot be 
reproduced in eastern Germany, I would argue, for particular 
institutional reasons: codetermination backed up by law, and a 
cohesive national structure of industrial unionism and regional 
collective bargaining. 

In the European arena, outcomes may be similarly open, because 
the European Community (EC) is becoming neither Euro-corporatist 
nor neoliberal federalist. Rather, the single European market is 
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developing on the basis of intergovernmental alliance, "subsidiarity" 
(decision making and specific implementation of general policy 
pushed down to the lowest possible level) ,  and the continuing 
importance of national institutions. 3 German unions, for example, 
defend codetermination at home while pursuing cross-national labor 
alliances, both to establish Euro-works councils at particular firms and 
to push for expanded information, consultation, and participation 
rights for all employees in the EC. While the social charter has so far 
been a major disappointment to German and other unions (Silvia, 
1991 ) ,  the battle continues; and Euro-works councils have in fact been 
established at a number of firms (Turner, 1991b). This argument runs 
counter to more common analyses that see spreading marketization 
undermining the relevance of national institutions (see Streeck, 1990 
for a particularly persuasive analysis along such pessimistic lines) .  

Due to space limitations, I will not report here on findings of 
research at the European level, except to say that the above argument 
appears to be supported by empirical evidence available so far. I will, 
however, report on preliminary findings from recent research in 
eastern Germany. 

German Unification 

Formal unification of the two Germanies occurred on October 3, 
1990. But the reality of economic, political, and social unification is an 
ongoing process that began in 1989 and will continue for many years. 
The process has so far included economic collapse and massive 
unemployment in the new states of eastern Germany, considerable 
tension between western and eastern cultures (in and out of the 
workplace) ,  open season for neo-Nazi!skinhead attacks on foreigners, 
and real concern about both continuing internal migration from East 
to West and threatened massive immigration from Eastern Europe and 
the collapsing Soviet Union. But the process has also included, and 
been dominated by, a massive transfer of institutions from West to 
East: codetermination law (the 1972 Works Constitution Act and the 
1976 Codetermination Law) now covers the entire eastern region; 
(West) German firms have moved in to provide the major source of 
new investment; and western unions have moved in rapidly to 
organize the eastern work force. 

I spent the month of June 1991 in Germany, much of it in the new 
eastern states, conducting interviews with newly elected works coun
cillors as well as union representatives and managers at six large east
ern firms. I conducted these interviews in collaboration with Ulrich 
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J iirgens of the Wissenschaftszentrum Berlin and Larissa Klinzing of 
Humboldt Universitlit.4 We picked the firms for a mix in their likeli
hood of success in the new market economy: one firm that had secured 
solid Western investment (through takeover) and appeared well 
poised for future successful production, two firms that had been taken 
over or entered joint ventures and were pushing for more investment 
funding from the Western firm, two firms that were seeking new in
vestment and struggling to survive, and one firm that was going under. 
The firms were in the auto, machinery and electronics sectors; and all 
had been organized by the (West) German Metalworkers Union ( IG 
Metall) . 

We found a very fluid situation in which the contours of future 
outcomes for specific plants, firms and work forces as well as for the 
eastern economy as a whole were very much up for grabs. Given what 
we saw at the manufacturing plants and firms that we visited, we can 
extrapolate two distinct possible future scenarios for the new eastern 
states. First is a polarization scenario in which the eastern region is 
sweated for its cheaper labor costs, with production facilities serving 
the function of extended assembly lines for western-based mass 
production. In this scenario, eastern Germany would emerge at the 
bottom of a nationally segmented labor market, as a permanently less 
developed region (a sort of German Mezzogiorno or southern Italy) .5 
Exploitation of the East could increase growth in the West without 
contributing to rapid development in the East; and German unions 
could be weakened as employers play eastern work forces off against 
their counterparts in the West. This scenario would likely include 
increasing conflict and a potentially serious destabilization of German 
industrial relations. 

The alternative is a modernization scenario, in which firms make 
use of the "advantages of backwardness" (Gerschenkron, 1962) to 
invest in the eastern states as a potential high growth area. In this 
scenario, firms take advantage of eager and flexible work forces and 
work force representatives in the East to bring in the latest 
organizational innovations (such as shop floor teamwork) and new 
technology. Works ouncils and unions are integrated into relations of 
partnership in this drive toward advanced levels of productivity and 
flexibility, spurring new growth for Germany as a whole. Union 
influence could expand in this scenario,  provided unions adapt 
bargaining strategies to the innovations in the East, facilitate transfer 
of lessons in both directions (East-West and West-East), and prevent 
East-West whipsawing strategies by employers. 
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In our plant visits, we have seen each of these scenarios taking 
shape; and we have also seen cases where management has not yet 
worked out its strategy and where employer works council negotia
tions have not yet borne fruit. As to which of these scenarios (or some 
version in between) will be dominant, we think the future is quite 
open. In the complex interplay between markets, institutions, and poli
tics in this new situation, many things are possible; and there is consid
erable scope for actor choice (by government, employers, unions, and 
works councils) .  We see definite potential for the modernization sce
nario, including stable (West) German-style industrial relations and a 
strong influential role for unions and works councils. 

What have western unions accomplished so far in the East? After a 
slow start, a great deal. The old Communist unions have either 
collapsed or been absorbed in parts into the western unions, which 
have effected a rapid organizational spread into the new eastern states 
since the summer of 1990 (Fichter, 1991) .  Eastern workers, driven by 
insecurity and the need for new representation in a market economy, 
have joined the western unions in large numbers. Union membership 
density in the all-German unions is now reported to be higher in 
eastern than in western Germany. IG Metall alone grew by a million 
members, from 2.6 to 3.6 million, in less than a year (from 1990-1991) .  
All the works councillors we interviewed were IG Metall members, 
and this seems to be a common pattern. The unions have set up 
extensive training programs for newly elected works councillors; and 
they have engaged in comprehensive regional-level collective 
bargaining designed to phase in wage parity for eastern workers with 
their counterparts in the West. Unions have also pushed for an 
increasing "social partnership" role, illustrated by their negotiations 
with the Treuhandanstalt (the government-established agency in 
charge of privatizing the assets of the former East German state) for 
the establishment of employment and training societies.6 

The picture, however, is not all rosy for unions in the East. Millions 
of new members in exceedingly insecure employment situations now 
have high expectations of their new unions. And we observed 
considerable tension between western unionists in the East and newly 
elected eastern works councillors (also now union members) . 
Reflecting a broader tension between "W essis" and "Ossis" in 
contemporary Germany, union representatives from the West (who 
run most regional and local union offices in the East, at least for the IG 
Metall) have different attitudes, values, and interests, in many cases, 
than the new works councillors in eastern workplaces. In an example 
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that we heard repeated several times, eastern works councillors and 
work forces, to secure their jobs, were willing to work long hours, 
three shifts, weekends, to show employers that they were worthy of 
western investment. They resented pressure from western unionists 
who evoked successful, decades-long battles in the West against night
shift and weekend work, both of which are disruptive of family life. 

Tensions inherent in the German "dual system" of industrial rela
tions (works councils with bargaining rights in the plant; unions with 
bargaining rights outside the plant) are thus aggravated when the par
ties come from different political and workplace cultures and face 
very different economic situations. But most of those we interviewed 
expressed a basic works council-union solidarity. We see the tension as 
a major challenge for unions and works councils in the East, but not as 
a necessary source of future union decline. On the contrary, legally 
mandated works councils have given the unions a very important toe
hold in a new environment. Employers are negotiating the new terms 
of employment and work organization with newly elected works 
councillors; and employer associations (as in the West) are negotiating 
basic wage levels and framework agreements at the regional level with 
industrial unions. (West) German industrial relations appear well on 
the way to full introduction and establishment throughout eastern Ger
many. 

Impl ications 

In unified Germany as, I would argue, in the single European 
market, industrial relations outcomes at this moment in history are 
quite open. In the complex and ongoing interplay between changing 
markets, politics, and institutional stability and change, events, 
evidence, and outcomes have to be analyzed empirically and quite 
specifically. Facile arguments predicting union decline in the face of 
overwhelming international and domestic market forces are simply 
inadequate. I see no evidence in the German case to indicate inevitable 
union decline or industrial relations destabilization. On the contrary, 
particular German institutions (legally mandated works councils; 
broad, cohesive industrial union structure) give German unions a solid 
base from which to operate both within a unified Germany and in a 
single European market. If this is true, given Germany's predominant 
position within today's European economy, then the many prophets of 
gloom and doom for the future of unions in advanced industrial 
societies may be far too pessimistic. 

Ordinarily, I would end the paper at this point. But paper pre
senters for this IRRA panel have been asked to speculate on the 
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implications of their international and comparative research for labor 
in the U.S. Can such implications be found in this research? Perhaps. 
The British Trades Union Congress in 1991, for the first time, issued a 
call for works council legislation in Britain (arguing that works 
councils are coming everywhere) .7 Italian and Irish labor federations 
have made the establishment of works councils by legislation and/or 
national collective bargaining agreement a top priority. "Euro-works 
councils" have been established at a number of European multina
tional firms, and the promotion of such councils, or information 
committees, is a major priority for both the European Commission 
and the European Trade Union Confederation (Turner, 1991b) .  A 
primary motivation for the new cross-national push for works councils 
in Europe lies in the relative success in the past decade of both German 
industry and German unions. 

Can some American version of works councils be developed for 
future use in the U.S.  economy? Although this may sound like a 
fantasy, all visions begin as dreams. Serious voices have called for 
American works councils of one sort or another (Freeman, 1990; 
Marshall, 1987; Weiler, 1990) . It is perhaps not too soon to begin 
planning and debating the contours of necessary institutional reform 
for industrial relations in the U.S . ,  for some future date when political 
and economic circumstances put such reform squarely on the agenda. 
But just as the British and Italians have to develop nationally specific 
forms that mesh with (at the same time as they reform) existing 
institutions, so must any proposed U.S. version of works councils (or 
consultation committees, employee forums, or however they are 
named) .  What we do not need are further attempts, analogous to some 
employer quick-fix efforts to introduce "team concepts" and "lean 
production," to introduce a foreign model without appropriate 
modification and careful adaptation to domestic circumstances. 

Endnotes 

1 This perspective draws on recent work on the importance of national institutions as 
explanatory variables, including Zysman, 1983; Hall, 1986; and Steinmo, Thelen, and 
Longstreth, forthcoming. 

2 This argument is elaborated in Jurgens, Klinzing, and Turner, 1991 and 
forthcoming. 

3 The EC, therefore, may look more like an "international regime," or set of regimes 
(Keohane and Nye, 1977; Krasner, 1982), than either social-democratic transnational 
corporatism or a single federal state governing a single deregulated market. 

4 For a full reporting of the research findings, see Jurgens, Klinzing, and Turner 
(1991). 
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5 See Katzenstein (1991} for a brief discussion of this possibility and its implications. 

6 The Week in Germany, July 26, 1991, p. 4. 

7 Financial Times, September 3, 1991. 
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XXV .  AN N UAL R E PO RTS 

I R RA EXECUTIVE BOAR D M E ETI N G  M I N UTES 

Apr i l  25,  1 99 1 -7:00 PM 

Pa l me r  House H otel-C h icago, I L  

The meeting was called to order by President James L. Stern. 
Present were: President-Elect Ernest J. Savoie, Past President Robert 
B. McKersie, and Board Members: Richard N. Block, Francis X. 
Burkhardt, Sheldon Friedman, Walter J. Gershenfeld, Michele 
Hoyman, Maggie Jacobsen, Harry Katz, Benton F. Kunnecke, Leon E. 
Lunden, F. Donal O'Brien, Lamont Stallworth, and Hoyt N. Wheeler. 
Also present were: IRRA Secretary-Treasurer David R. Zimmerman, 
Editor-in-Chief John F. Burton, Jr., Newsletter Editors Charles R. 
Schmidt, Jr. and Rachel Grenier, national office Staff Marion Leifer 
and Lynn Case. Board members absent were: Phillip E. Ray and 
Norman Weintraub. 

Guests for the purpose of giving special reports were: Mary Wright 
and Helen Elkiss, representing the host Chicago Chapter, and William 
Schoeberlein and Rita Byrnes Kittle, representing the Rocky Mountain 
Chapter, Denver, Colorado, site of the 1992 IRRA Spring Meeting. 

Following introduction of those in attendance, Mr. Schoeberlein 
outlined the arrangements and proposed program for the next spring 
meeting, May 6-9, at the Radisson Hotel in Denver, CO. Responding 
to the recommendations of the Program Committee and various study 
groups, the program will include an opening plenary session, "how-to
do-it" workshops limited to 30 attendees, and discussion panels. Plans 
also include special activities such as sports and tours of the 
surrounding area. Schoeberlein stated that all sessions still had 
vacancies for participants and facilitators and he asked for 
recommendations from the Executive Board. 

A motion to approve the Washington, D.C. minutes as mailed to 
members was made by Hoyt Wheeler, seconded by Don O'Brien, and 
passed. 
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President Stern reported on the program plans for the winter 
meetings in New Orleans, January 3-5, 1992. He called attention to 
some minor changes in presenters and discussants, but indicated that 
the topics would remain the same. 

John Burton outlined the history of the Editorial Committee, which 
is responsible for overseeing all IRRA publications, including the 
research volume, the Proceedings of the two annual meetings and the 
Newsletter. He reported on the selection by President Stern of new 
committee members who will serve three-year terms, with two terms 
expiring each year. Craig Olson is the new member whose term will 
expire in 1994 and William Bigoness's term has been extended for one 
year to 1994, to facilitate the two-per-year expiration cycle. 
Continuing members are Janice Bellace, Rudy Oswald and Phil Ray. 
Ex-officio members include: the President, President-Elect, Newslet
ter Editor, Managing Editor, and the Secretary-Treasurer. Reporting 
on the 1991 research volume, The State of the Unions, edited by 
George Strauss, Chair Burton indicated that it was now at the printer 
and should be published within two months. The 1992 volume, 
selected at last year's spring meeting is a review of the previous ten 
years of research in the field of industrial relations and is co-edited by 
David Lewin, Olivia Mitchell and Peter Sherer. At the recommenda
tion of the Editorial Committee, a motion was made, seconded, and 
passed, to approve the selection of the volume on employee 
representation, edited by Bruce Kaufman and Morris Kleiner, as the 
1993 research volume. The 1994 volume on collective bargaining is 
being readvertised for submissions in the May IRRA Newsletter. 

Newsletter Co-editor Rachel Grenier reported that the May issue 
with the election ballot will be in the mail soon. 

Chapter Advisory Committee Chair Don O'Brien summarized the 
committee discussions held at the December 1990 meeting in 
Washington, D.C., including the bylaws change which now requires 
all local chapter officers to be members of the national association, 
and all national officers to be members of a local chapter where one is 
geographically available. Other discussions concerned the 1991 spring 
meeting site, the proposed change in chapter fees to the national, 
which will become effective in 1992, and the institution of the Chapter 
Working Paper series to be published and made available through the 
national office. 

Discussion on the change in chapter fees revealed the necessity of 
passing a motion a second time following initial approval at the 
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Washington, D.C. meetings. A motion to change the fee structure as 
follows was made by Chair O'Brien, seconded, and passed: 

Less than 25 members, increase from $35.00 to $50.00 
25-50 chapter members, increase from $75.00 to $90.00 
51-100 chapter members, increase from $100.00 to $150.00 
101-200 chapter members, increase from $125.00 to $175.00 
201 chapter members and over, increase from $150.00 to $225.00 

The incentive for promotion of national membership will be contin
ued, giving a 25� reduction in fees if 26-50� of local members are also 
national members in good standing, a 6� reduction for 51-75� nation
al members, and a 100� rebate for 76� or more national members. 

Hoyt Wheeler reported on the Ad Hoc Committee deliberations 
concerning the structure and location of the national office, as directed 
by the Executive Board at the 1990 Annual Meeting. Committee 
members included Hoyt Wheeler, Chair; John Burton, Walter 
Gershenfeld, Steve Hendrickson, Joan Ilivicky, President Stern, 
President-Elect Savoie, and Past President Robert McKersie. Various 
informational mailings were distributed to the members. The 
committee met briefly in Washington to develop plans. Chair Wheeler 
and Steve Hendrickson met with the IRRA national staff and the 
Industrial Relations Research Institute in Madison in March. The 
committee as a whole met in Chicago on April 10 and proposed the 
following recommendations: 

l. That the IRRA Secretariat consist of: (1 )  a Secretary-Treasurer, 
who will serve without financial compensation; (2) an Administrator 
who will be a full-time professional employee of the IRRA, will have 
primary responsibility for the operation of the national office and its 
functions, such as membership, meetings, etc., and will report to the 
Secretary-Treasurer; (3) one full-time assistant to the Administrator; 
( 4) one half-time administrative employee; and (5) temporary 
employees as needed. 

2. That the IRRA enter into a contract with the University of 
Wisconsin for continuation of the location of the national office at that 
university for a period of four years, 1991-1994, under the present 
arrangements as modified along the lines of the memorandum of April 
9, 1991, from Richard U .  Miller, Director, Industrial Relations 
Research Institute, University of Wisconsin. 

3. That the IRRA establish a Standing Committee on Administra
tion for the purpose of oversight and assistance to the national office. 
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That the Standing Committee be directed to consider the issue of the 
location of the national office during the third year of the contract with 
the University of Wisconsin. 

4. That there be no change at present in the location of the 
Managing Editor function as to IRRA publications, but that this is a 
matter that should be open to change as experience dictates. 

5. That the editorship of the Newsletter be opened for bids for the 
next three-year term, and that indications of interest or proposals for 
this be directed to the Editorial Committee. 

A motion to adopt the recommendations was made by Hoyt 
Wheeler, seconded by Ernest Savoie, and passed. A lengthy discussion 
followed concerning the issues of future location of the national office, 
and selection and advertising procedures and the need for affirmative 
action in the selection of the new Administrator. The board agreed to 
advertise the Administrator position in the Chronicle, a weekly higher 
education publication listing fa,-::ulty and administrative positions, and 
to send a mailing to the IRRA membership. The board also 
recommended that Lynn Case, present IRRA staff member, be given 
strong consideration as one of the Assistants to the Administrator. 

Secretary-Treasurer Zimmerman read a note of thanks from 
Marion and Larry Leifer and he expressed the association's apprecia
tion for their years of service to the IRRA. 

David Zimmerman announced a total IRRA membership of just 
over 4,900 as of April 1991. Of that total, 64 are life memberships, and 
3,400 are paid memberships for 1991. This leaves approximately 1,000 
members who paid in 1990 but have not yet paid for 1991, and 479 
who paid for 1989 but not thereafter. These totals reflect a decrease in 
total membership of 350 from April of last year. 

Reporting on finances, Zimmerman estimated an increase in 
income that reflects the raise in dues from $40 to $45. Accounting for 
that fact, the projected increase is slightly less than one would expect. 
Subscription memberships show a modest increase. Book sales have 
remained low for several years. Meeting income will be reduced this 
calendar year because we do not have an annual meeting. However, 
the IRRA can expect an ASSA refund from the December 1990 
meeting. In terms of  expense items, Zimmerman described 
compensation items that may change once the restructuring takes 
place. As a cost-saving measure concerning publication expenses, he 
recommended that the IRRA consider publishing its Directory every 
four years instead of every three years. A motion was made, seconded, 
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and passed to extend student memberships to a maximum of four 
years instead of the current three years. 

Announcement was made of members appointed to the Finance 
Committee, with Ben Kunnecke to serve as the new chair. Other 
members include Richard Block, John Burton, Walter Gershenfeld, 
Steve Hendrickson, Ernie Savoie, Norm Weintraub and David 
Zimmerman as ex-officio member. 

Secretary-Treasurer Zimmerman reported on the site selection for 
the 1993 IRRA Spring Meeting. Two offers were received from local 
chapters to host this meeting. They are Hudson Valley Chapter in New 
York and the Northwest Chapter in Seattle, Washington. Mention was 
made of the sequence of future meetings as follows: New Orleans 
(ASSA-'92) , Denver (IRRA-'92) , Anaheim (ASSA-'93 ) ,  and 
probably an Eastern site for ASSA-'94. Discussion followed 
concerning the lack of pertinent information for making an informed 
decision, the process by which the decision is made, and the local 
chapter's reaction when it is rejected following their invitation. As a 
result, President Stern appointed a Site Selection Committee 
consisting of Chair Ernie Savoie, and members David Zimmerman, 
Don O'Brien, and local chapter representatives Rachel Grenier, 
Michele Hayman and Maggie Jacobsen to ( 1 )  review and develop 
criteria for selection of the spring meeting sites, and (2) to review the 
1993 meeting site applicants and make a recommendation to the 
Board. George Strauss, president in 1993, is also to be consulted on the 
site of the 1993 meetings. 

A letter and check in the amount of $1,494. 17 was sent to the 
Arizona chapter as reimbursement for expenses incurred in planning 
the 1991 Spring Meeting which was subsequently moved to Chicago. 

Reporting on old business and referring to a letter from the 
University and College Labor Educators Association (UCLEA),  
President Stern agreed in part to meet i ts  request for closer 
cooperation with the Association. He agreed to a joint session 
sponsored by the IRRA and the UCLEA, subject to approval from Lee 
Balliet, President of the UCLEA. President Stern also provided the 
UCLEA with information about how it could achieve representation 
on the IRRA Board through using proper channels. Information about 
the UCLEA wanting to achieve representation on the IRRA Board is to 
be given to the Nominating Committee. 

The Membership Committee was announced: Ernie Savoie to 
serve as Chair, and members to include Frank Burkhardt from the 
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Board, possibly Rudy Oswald and Don Vosburgh, and Roy Adams 
from Canada. This committee is charged with getting 30-40 top 
management and labor people involved in the association, as well as 
increasing membership in other ways. 

Maggie Jacobsen's name has been added to the Chapter Advisory 
committee and Don O'Brien is to seek out other appointees and report 
back to President Stern. It was noted that Mr. O'Brien's term as Chair 
of this committee needs to be reviewed before the Winter Meetings in 
New Orleans, since it was originally authorized for a two-year trial 
period. It was later agreed that the issue would be discussed at the 
upcoming Local Chapter Advisory Committee Meeting. 

Appointments to the Nominating Committee include Chair Gladys 
Gruenberg, Tom Kochan, Frances Bairstow, Bruce Kaufman, Marlene 
Heyser, Walter Franke, and a union person to be named at a later time. 
A motion to approve Stern's committee appointments was made, 
seconded, and passed, with the stipulation that the board will be 
notified of the union appointment when it becomes known. 

Referring to a letter from John Niland, President of the Internation
al Industrial Relations Association, President Stern indicated the IRRA 
office will mail a brochure about the Ninth World Congress to all 
United States members with the November Newsletter. The liRA also 
will be provided space at an information table at the meetings in New 
Orleans, and President Niland will be invited to sit at the head table at 
the presidential luncheon. 

Moving to new business, Michele Hoyman proposed that the 
association examine the feasibility of providing a child care service 
through the hotel to members attending future meetings. A question 
about liability for this service was raised. A motion was made, 
seconded, and passed to appoint a Child Care Facility Committee 
with Michele Hoyman as Chair, to examine this issue. 

There being no further business, the meeting adjourned at 11 :16 
P.M. 

I R RA EXECUTIVE BOA R D  M E ETI N G  M I N UTES 

J a n u a ry 2, 1 99 2-7:00 PM 

F a i rmont Hotel-N ew Or leans 

The meeting was called to order by  President James L .  Stern. 
Present were: President-Elect Ernest J. Savoie, Past President Robert 
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B. McKersie, and Board Members: Richard N. Block, Francis X. 
Burkhardt, Sheldon Friedman, Walter J .  Gershenfeld, Michele 
Hoyman, Maggie Jacobsen, Harry Katz, Benton F. Kunnecke, Leon 
Lunden, F. Donal O'Brien, Phillip E. Ray, Lamont Stallworth, Norman 
Weintraub, and Hoyt Wheeler. Also present were: 1992 President
Elect George Strauss; 1992 Board Members-Elect: Donna Sockell, 
Mark C. Endresen, and Randolph M. Hale; Secretary-Treasurer David 
Zimmerman; IRRA Editor-in-Chief John F. Burton, Jr.; IRRA 
Newsletter Editor Rachel Grenier; IRRA Administrator Kay 
Hutchison; and Lynn Case from the national office. Absent was Board 
Member-Elect Thomas R. Colosi. 

Guests at the meeting for the purpose of giving special reports 
were: Gladys Gruenberg, Chair of the Nominating Committee; Wayne 
Vroman, member of the Statistical Committee; Thomas Kochan, 
representing the liRA; William Schoeberlein and Rita Byrnes Kittle of 
the Denver Chapter and Ben Youtsey of the Seattle Chapter. 

President Stern welcomed the board and asked those present to 
introduce themselves. He reminded the newly elected board members 
that they would not be eligible to vote at this meeting. 

A motion to approve the minutes of the Chicago Spring Meeting 
was made by Walter Gershenfeld, seconded, and passed. 

Bill Schoeberlein reported on the 1992 Spring Meeting to be held in 
Denver, May 6-9 at the Radisson Hotel. The meetings will run 2)� days 
and each day will begin with a plenary session on an important topic 
with noted speakers. Workshops with attendance limited to 30-35 will 
be repeated each day. Special events for vacationers and family 
participation include a reception at the Mt. Vernon Country Club, 
trips to the Air Force Academy, Central City, a Denver pub walking 
tour, and Keystone and Arapahoe Basin for skiing. Registration for the 
Spring Meeting is $170. Registration after the 30-day deadline or on
site will be $195 . Student registration is $85 and a special rate of $125 
per person has been set for organizations sending five or more people. 

Following dinner, Wayne Vroman highlighted the written report of 
the Statistical Committee presented in the absence of Chair Paul 
Weinstein. Noting the impending retirement of the current Commis
sioner of the Bureau of Labor Statistics, Janet Norwood, on December 
31, Chair Weinstein recommends a letter be sent from the board to the 
President and Secretary of Labor urging that "the professional and 
neutral character of the BLS be maintained." Weinstein and Vroman 
will draft the letter for President Savoie's signature. 
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President-Elect Savoie gave the Program Committee report on the 
Anaheim meeting in January 1993. The committee reviewed 24 
proposals indicating 6-7 were well developed with another six being 
asked to provide more information and select a mix of discussants. 
Others were thought to be better presented as contributed papers or 
workshops at the Seattle spring meeting, and another 4-5 were not 
acceptable at this time. A final decision on the program will be made 
at the Denver Spring Meeting. Savoie indicated he would meet with 
California chapter representatives to see what workshops might be 
included in the Anaheim meeting. 

Chair Gladys Gruenberg gave the report of the Nominating 
Committee. The committee recommended that the Executive Board 
give consideration to getting younger people of stature within their 
disciplines, whether it be academia, unions, management etc . ,  
involved in IRRA at  an early stage to  facilitate the selection of 
candidates by the Nominating Committee. In selecting the candidate 
for President-Elect, the committee decided to select a nominee who, 
although well-known in his field, had only been a member of the IRRA 
for two years. Concern was expressed that this might be setting a 
precedent for future nominations. Tom Kochan cited the Kerr-Dunlop 
report which states there should be no formal rotation of disciplines 
for President-Elect candidates, but rather that the association should 
seek nominees of pre-eminent stature, and that all categories should be 
represented at one time or another. Following a lively discussion, a 
ballot vote to accept the Nominating Committee's report with the 
nominees and the alternates did not pass. A second ballot was taken on 
the nominees without regard to the alternates. Lynn Williams of the 
Steelworkers Union was selected as the President-Elect candidate. 
The selection of board nominees passed by a separate vote. (See the 
attached sheet for board nominees and alternates. )  President Stern 
indicated that he would reconvene the Nominating Committee should 
Lynn Williams decline the nomination. 

Tom Kochan gave the report on the liRA Meetings in Sydney, 
Australia in September 1992 and said that Rhodes Travel Agency of 
Madison, WI would give the association a donation for each flight 
booked through them. Kochan said that dates selected for the 1995 
liRA meetings to be held in Washington, D.C. were May 31-June 4. 
Three hotels in the area of the Capitol have been selected. Kochan 
expects a theme to be selected for the conference prior to the Sydney 
meetings. Following some discussion, it was agreed that Kochan 
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would send a letter from the liRA to President Savoie requesting the 
establishment of a working committee within the IRRA. This 
committee would report at the spring meeting in Denver and a 
decision on the association's involvement and financial support for the 
1995 liRA meetings would be made at that time. It was suggested that 
the liRA meetings be held in conjunction with or in lieu of the IRRA 
spring meeting for that year. 

Reporting for the Chapter Advisory Committee, Chair Don 
O'Brien stated that the committee met in Chicago at the 1991 Spring 
Meeting. O'Brien indicated that there was still one vacancy on this 
committee which will be discussed at the Chapter Advisory 
Committee meeting. 

Ernie Savoie, chair of the Membership Committee reported the 
committee's concern for the continuing decline in membership, down 
320 this year. He urged increased efforts to reinforce current 
membership. The committee also proposes a campaign to promote 
both national and local membership beginning this summer. Savoie 
asked members of the board to adopt 4-5 local chapters and to make 
personal contacts to nurture their development and respond to their 
needs. Other targeted areas for the membership drive include ILR 
schools (both directors and students), labor education associations and 
schools, various government groups and associations. The committee 
intends to seek a grant to help defray the cost of this 1-2 year 
campaign. Savoie further appealed to board members, indicating that 
membership promotion was part of their duty as board members. It 
was moved, seconded, and approved that the board would support an 
aggressive membership campaign as outlined by Chair Savoie. 

Secretary-Treasurer David Zimmerman gave the financial report 
for the association. Citing a new $10,000 deficit, he pointed to some of 
the major reasons for the shortfall including a decrease in revenue 
from membership dues somewhat offset by higher book sales. Other 
reasons include a decrease in interest income, increased publication 
costs (particularly for the spring Proceedings),  and increased meeting 
costs due in part to the move from Scottsdale to Chicago. Zimmerman 
also stated there were substantial committee costs associated with the 
hiring of a new IRRA administrator. 

Kay Hutchison, IRRA Administrator, reported that the national 
office had received a letter from the Philadelphia Chapter indicating 
its desire to host the 1994 Spring Meeting. Action is to be taken at the 
spring meeting in Denver. Hutchison also conveyed the newly created 
Louisiana Chapter's request to affiliate with the national association. 
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A motion was made, seconded, and passed to accept the Louisiana 
Chapter as our 60th local chapter. 

Reporting for the Finance Committee, Chair Ben Kunnecke 
expressed concern for the financial integrity of the association. The 
committee proposed two recommendations: 1) to increase regular 
membership dues from $47.00 to $50.00 and 2) to increase chapter 
dues to the national as follows: 

Chapter membership 1991 1992 Proposed 1993 
25 members or less $ 35 $ 50 $ 65 
25-50 members 75 90 105 
51-100 members 100 150 200 
101-200 members 125 175 225 
201 + members 150 225 300 

The current rebate for percentage of chapter members who are also 
national members in good standing would remain the same. (Note: 
local chapter fees are billed in late spring at the conclusion of the local 
chapter's program year. Accordingly, the 1992 local chapter fees will 
not be billed until May or June.) Following some discussion, a motion 
was made by Michele Hoyman, seconded, and passed to increase 
regular dues by $3.00, from $47 to $50, with the condition that 
documentation for this increase be provided at the Spring Meeting. A 
vote on the increased chapter dues was approved, subject to 
discussion and approval by the local chapters and Chapter Advisory 
Committee. Final approval will be given at the spring meeting. 

John F. Burton, Jr. gave the Editorial Committee report, stating 
that the 1992 research volume, a 10-year review of research in 
industrial relations and human resources (edited by D. Lewin, 0. 
Mitchell, and P. Sherer) was behind schedule, but that some editing 
would be done by UCLA. The 1993 volume, selected last year and 
entitled "Employee Representation: Alternatives and Future 
Directions" is being edited by Morris Kleiner and Bruce Kaufman. A 
volume titled "Collective Bargaining in America" edited by Paula 
Voos was recommended by the Editorial Committee at its October 
meeting for approval by the board. This volume would contain an 
introductory chapter by the editor, commentaries from three prac
titioners or scholars, and 14 chapters covering individual industries. 
Following some discussion, a motion was made, seconded, and 
passed to approve the Voos' proposal as the 1994 research volume. 
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Burton indicated that the next Newsletter would carry an article re
questing proposals for the 1995 volume and that they would be 
brought before the board at the Anaheim meeting next January. 

Newsletter Editor Rachel Grenier reported that Marge Lamb of 
the national office would be retiring at the end of January. She has 
been the staff person responsible for the Newsletter's publication. The 
board directed that a letter of thanks and commendation be sent to 
Lamb. 

Chair of the Administrative Oversite Committee Hoyt Wheeler 
reported that his committee is trying to define its role. He expects that 
it will serve as a resource to the national staff and in the third year of 
the association's 4-year contract with the University of Wisconsin, 
report to the board on the location of the national office. 

Ben Youtsey, Seattle Chapter, reported on 1994 Spring Meeting 
plans. His committee suggests that the meetings be held at the Seattle 
Center facility and that the Best Western Motel be used for hotel 
rooms. Another possibility is the Westin Hotel but the cost is double 
that of the motel site. The Seattle Committee will work with the 
President, Secretary-Treasurer and Administrator on final site 
selection. 

Chair of the Child Care Committee, Michele Hayman presented a 
proposal to the board requesting support for the provision of child 
care services at association meetings. The proposal calls for the 
association to arrange for a local vendor to provide child care. Such 
vendor would be required to have liability insurance. All costs 
associated with child care would be borne in full by the parents using 
this service. Following discussion, a motion was made, seconded, and 
passed to endorse the principle of available child care services at 
association meetings. Local chapters in meeting site locations will be 
contacted to assist in such arrangements. 

Walter Gershenfeld spoke as a representative of the Professional 
Organization Liaison Committee. Gershenfeld urged the association to 
meet with other professional organizations to identify common 
ground and preserve the IR identity in undergraduate and graduate 
programs. Gershenfeld will meet with UCIRHRP Directors to enlist 
their support. 

With the two-year trial period of the Chair of the Chapter Advisory 
Committee ending, Don O'Brien requested action of the board. A 
motion was made, seconded, and unanimously passed to make the 
chair of this committee a regular, nonvoting member of the Executive 
Board with a term of two years. 
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John Burton reported that the current term of the editorship of the 
Newsletter expires in May, 1992. The Editorial Committee held a 
discussion on the direction the Newsletter ought to take in the future. 
Suggestions ranged from making it more substantive to beginning a 
new publication geared toward practitioners. The Editorial 
Committee will look further into these ideas and report at the spring 
meeting. President Stern stated that publication of the Newsletter 
would remain as is until a decision has been made. 

Retiring Board members, Leon Lunden, Hoyt Wheeler, Don 
O'Brien, and Norman Weintraub were given a round of applause in 
appreciation for their three years of service. New members, Randolph 
Hale, Mark Endresen and Donna Sockell were welcomed as new 
members of the board. 

The meeting adjourned at 1 1 :25 p.m. 

I R RA AN N UAL M EM B E R S H I P  M E ETI N G  

J a n u a ry 4 ,  1 992 

F a i r mont Hote l-New Or leans 

President James L. Stern called the meeting to order at 4:50 p.m. 
and announced that questions or comments would be accepted from 
the floor. 

Don O'Brien, Chair of the Chapter Advisory Committee 
welcomed the new Louisiana IRRA Chapter as the association's 60th 
chapter. 

John F. Burton, Jr., reporting for the Editorial Committee, 
announced a slightly different procedure for the publication of the 
annual Proceedings for 1991, indicating the addition of an expanded 
review process. He mentioned the continuing publication of the 
Spring Proceedings as part of the Labor Law ] ournal. Burton said the 
1991 research volume, State of the Unions, edited by George Strauss, 
Daniel G. Mitchell and Jack Fiorito, had been adopted as a text for a 
number of courses. The 1992 volume, Research Frontiers in Industrial 
Relations and Human Resources, edited by David Lewin, Olivia 
Mitchell and Peter Sherer, represents a continuation of a review of 
research in the previous decade and a look to the future. "Employee 
Representation: Alternatives and Future Directions," edited by Morris 
Kleiner and Bruce Kauffman has been selected as the 1993 research 
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volume. Following the recommendation of the Editorial Committee, 
the Executive Board adopted a proposal by Paula Voos entitled 
"Collective Bargaining in America" as the 1994 research volume. This 
is also the continuation of a series and includes a number of industry 
studies. The February IRRA Newsletter will call for suggestions for 
the 1995 research volume. The Editorial Committee will decide on the 
topic and solicit proposals from potential volume editors by the fall of 
1992. The committee �ill make a recommendation for adoption to the 
Executive Board at the annual meeting in Anaheim in January 1993. 
Burton announced that the Editorial Committee would be rethinking 
the content and possible expansion of the Newsletter to attract more 
local practitioners to the national association. 

Secretary-Treasurer David Zimmerman reported a 1991 deficit of 
approximately $10,000 for the association. Reasons cited for the deficit 
include lower revenue from dues because of a decrease in member
ship, and increased expenses from the restructuring of the national 
office, as well as increased publication and postage costs. During the 
period 1980-86, the association experienced modest increases in sur
plus revenues for its reserves. Because of continuing deficits over the 
past five years, the reserve is now quite low. As a result, the Finance 
Committee recommended and the Executive Board adopted an in
crease in dues from $47.00 to $50.00 for 1993 [conditional on documen
tation for such an increase being provided at the Spring Executive 
Board Meeting (editor's note) ) .  A change in the dues that local chap
ters pay to the national will be reconsidered by the Executive Board at 
the Denver Spring Meeting in May. Additionally, a Membership Com
mittee has been commissioned to address the problem of declining 
membership in the association. 

Kay Hutchison was introduced as the new IRRA Administrator. 
She announced future IRRA meeting dates and sites as follows: 

Spring Meeting 1992: May 6-9 - Denver, CO 
Annual Winter Meeting (ASSA) :  January 5-7, 1993 - Anaheim, 

CA 
Spring Meeting 1993: 3rd or 4th week of April - Seattle, W A 
Annual Winter Meeting (ASSA) :  January 3-5, 1994 - Boston, MA 
Annual Winter Meeting (ASSA) :  January, 1995 - Washington, 

D.C. 

Hutchison indicated the national office would work with the 
Membership Committee to launch a massive campaign to increase 
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membership. She expressed the need to attract more local chapter 
members to the national association. 

President Stern announced that Lynn Williams of the Steelworkers 
Union had accepted the nomination for President-Elect for 1993. 

Tom Kochan, reporting for the International Industrial Relations 
Association (liRA), announced August 31-September 3, 1992 as the 
dates for the 9th World Congress in Sydney, Australia. Travel may be 
booked through Rhodes Travel in Madison, WI and a contribution to 
the association will be made for each ticket issued. Kochan gave the 
1995 liRA dates as May 31-June 4 in Washington, D.C. 

Considering new business, the floor opened for discussion on the 
membership's reaction to Stern's presidential luncheon speech. 
Responding to a suggestion from Maggie Jacobsen, President Stern 
indicated the national office would send copies of his speech to the 
local chapters to use as a basis for discussion prior to the spring 
meeting. A question from the floor concerned the process by which 
ideas are acted upon. Stern stated that suggestions are taken to various 
IRRA committees and their recommendations are then brought to the 
Executive Board for action. He suggested that any member wanting to 
submit an idea or opinion, should send a letter to incoming President 
Ernie Savoie. Further discussion concerned the suggested change in 
the name of the association and the emphasis and focus of association 
meetings. 

The meeting adjourned at 5:45 p.m. with the gavel being turned 
over to incoming President Ernie Savoie. 

I R RA EXECUTIVE BOA R D  M E ETI N G  

M ay 7, 1 992-8: 40 AM 

Radisson H ote l / Denver, CO 

The meeting was called to order at 8:40 a.m. by President Ernest J .  
Savoie. Present were President-Elect George Strauss, Past President 
James L. Stern, President-Elect Nominee Lynn Williams, and Board 
Members Richard N. Block, Mark Endresen, Walter J. Gershenfeld, 
Randolph M. Hale, Maggie Jacobsen, and Benton F. Kunnecke. Also 
present were Secretary-Treasurer David Zimmerman, Editor-in-Chief 
John F. Burton, Jr. , Newsletter Editor Rachel Grenier, Chapter 
Advisory Chair F. Donal O'Brien and Vice-Chair James Power. IRRA 
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Administrator Kay Hutchison and Lynn Case represented the national 
office. Board members absent were Francis X. Burkhardt, Thomas R. 
Colosi, Sheldon Friedman, Michele Hoyman, Harry Katz, Phillip Ray, 
Donna Sockell, and Lamont Stallworth. Guest at the meeting for the 
purpose of giving a special report was Marlene Heyser, Orange 
County Chapter. 

Minutes of the New Orleans meeting were approved as printed. 
President Savoie reported on the program for the Anaheim 

meeting, stating that one goal was to include as many new people as 
possible. He indicated there were four contributed paper sessions this 
year instead of three. Two workshops will be generated by the Orange 
County Chapter. Marlene Heyser reported that one would be on 
"Faculty Values and Collective Bargaining in California" and the other 
on "Employment Consequences of Rapid Regional Growth." Concern 
was expressed whether the faculty values workshop would be too 
locally oriented and it was suggested to include people from outside 
California and from different educational bargaining units. Heyser 
reported the IRRA meeting site at the Disneyland Hotel is 3-4 blocks 
from the other ASSA hotels. 

George Strauss gave the 1993 spring meeting report. Meetings will 
be held in the Seattle Center, April 29-May 1 with the Executive Inn as 
the host hotel. Several organizations, unions, and companies will 
sponsor speakers. Registration fees will be kept to around $95, in an 
effort to keep the meeting affordable. The IRRA spring meeting will 
be held in conjunction with the chapter's normal spring conference. 
Hotel rates will run about $60 per night. 

Strauss said a number of program proposals for 1994 have been 
received and acknowledged. A proposal from the Philadelphia 
Chapter for the 1994 spring meeting in late April was recommended 
by the Site Selection Committee and accepted. 

The Program Committee has been advised of Tim Keaveny's 
decision to step down as chair of the poster sessions after the Anaheim 
meeting and has concurred with his suggestion that the poster sessions 
be assigned a chair and associate chair for two year terms. He also 
recommended that the associate chair rotate to the chair of the poster 
sessions. Keaveny suggested that Cheryl Maranto, Marquette 
University, be designated associate chair of the poster sessions for the 
January 1993 meetings and assume the chair of the poster sessions for 
the January 1994 and 1995 meetings. The Board approved the Program 
Committee's and Keaveny's recommendations. 
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A lively discussion took place regarding a policy question raised by 
George Strauss on the number of times a person can be on a program 
at a given meeting. It was suggested that the national office develop a 
policy manual in time for the Anaheim meeting regarding past 
Executive Board decisions on this as well as other issues. 

Ben Kunnecke reported on the earlier joint Finance and Member
ship Committee meeting. The committees explored ways of increasing 
membership, improving the products of IRRA, and ways of develop
ing new chapters and helping existing struggling chapters. A proposal 
regarding the development of an institutional IRRA membership will 
be brought before the Anaheim meeting next January. 

Reporting for the Chapter Advisory Committee, Don O'Brien 
stated that following a spirited discussion of the Stern proposals, the 
committee was not in favor of a mandated national membership dues 
structure, and was not in favor of a name change. He expressed 
concern for the perceived value of the national to many local chapter 
people. The committee was receptive to the idea of a per capita 
assessment of $2-$5 by local chapters to the national. O'Brien will 
consult the chapters on this proposal requesting their reply, and report 
at the Anaheim meeting. He also recognized Jim Power as the newly 
appointed Vice-Chair of the Chapter Advisory Committee who will 
assume the chair after the January meeting. Power hopes to expand 
the role of federal mediators in the development of new chapters. 

Kay Hutchison gave the administrator's report expressing concern 
for the downturn in new members. There are 286 new members to 
date in 1992 compared to 542 in 1990. The majority of new members 
come from local chapter mailing lists, still the best source for new 
members. Hutchison asked the Board's cooperation in providing the 
national office with new sources for lists. The administrator expressed 
thanks to all those who gave special contributions to the national. 

Secretary-Treasurer David Zimmerman pointed out some financial 
concerns for the Association. Based on first quarter projections from 
this year, the IRRA can expect a smaller income from dues because of 
the membership decrease, but a slightly higner income from books 
sales. Of note also, is a decrease in interest income. On the expense 
side, office costs are expected to slightly decrease. Looking at total 
regular operating income versus expenses there would be a shortfall of 
$8,500. However, the IRRA has two new sources of income this year: 
special contributions estimated to be approximately $10,000 ($5,000 
from individuals and $5,000 from chapters) ;  and a $15,000 Ford Motor 
Company grant for promotions. Don O'Brien asked that a complete 
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list of chapters, individuals and organizations who have responded to 
the national's call for financial support be incorporated into these 
minutes. The Board approved his request and the list of contributors to 
date appears at the conclusion of the minutes. A proposed dues 
increase from $47 to $50 for 1993 was given final approval. 

John Burton reported on the status of the various research volumes. 
The 1992 volume, "Research Frontiers in Industrial Relations and 
Human Resources" is running behind schedule. Burton will contact the 
editors to expedite the volume. The 1993 volume "Employee 
Representation: Alternatives and Future Directions" edited by Bruce 
Kaufman and Morris Kleiner is scheduled to be submitted for editing 
after Labor Day. The 1994 volume, edited by Paula Voos is titled 
"Collective Bargaining in America" and is also proceeding on 
schedule. The 1995 volume is now in the selection stage. The February 
IRRA Newsletter advertised suggested topics and three have been 
selected for possible further development. The September Newsletter 
will invite specific proposals on either these three preferred topics or 
new suggestions. The three selected topics are: international and 
comparative aspects of industrial relations, frontiers in dispute 
resolution, and individual job rights, both legal and nonlegal aspects. 
Prospective editors will be asked to identify specific chapters, their 
contents and potential authors. The Editorial Committee will screen 
those suggestions and come to the Anaheim meeting with a 
recommended proposal for the 1995 research volume. 

The Editorial Committee is considering changes in the way the 
IRRA publishes and distributes its annual research volume. Of the 
proposals submitted for consideration, one offered by ILR Press at 
Cornell · is being examined further. Publication and distribution to 
IRRA members would continue as in the past, but ILR Press would 
promote and distribute all additional copies sold. A four-year trial 
period has been discussed, with the ILR Press returning a percentage 
of the profits from the sales to the Association. The committee feels 
the arrangement would promote volume sales and give additional 
publicity to the Association. Burton and Hutchison will continue to 
pursue a possible arrangement with ILR Press. 

Burton said the Editorial Committee has decided to publish an 
expanded Newsletter twice a year for a two-year triaJ period 
beginning this fall. This four-page supplement will include chapter 
information and summaries of papers from the research volume and 
the Proceedings that might be of interest to practitioners. Extra copies 
will be sent in bulk to chapters for distribution among their members . 



678 IRRA 44TH ANNUAL PROCEEDINGS 

A membership application form would be included in each 
supplement. Rachel Grenier, the current Newsletter Editor, has agreed 
to work on this project. Grenier said the project has a dual purpose; 
encouraging people to join the national to get a complete volume, and 
imparting some practical information. A motion was made, seconded, 
and passed to accept Rachel Grenier as Newsletter Editor for a three
year term expiring in spring of 1995, following the publication of the 
May Newsletter. 

Walter Gershenfeld reported for the Professional Liaison Commit
tee whose purpose is to promote the field and teaching of Industrial 
Relations. The committee consists of Gershenfeld, Thomas Kochan, 
David Lewin, Bruce Kaufman and Mollie Bowers. They intend to give 
the AACSB, the accrediting body for business schools, specific infor
mation about the committee and its proposals on what should be 
taught in IR programs. The committee is currently requesting course 
guides from major schools to collect and analyze data. The committee 
intends to reach out to other organizations and associations. A sugges
tion was made that the heads of these organizations come together at 
one of our national IRRA meetings. 

President Savoie reported on his selections for the Nominating 
Committee, indicating that Leon Lunden has accepted the chair. Fol
lowing discussion on the suggested names and makeup of the commit
tee, the Board moved, seconded, and passed a motion to empower the 
President to select the members of the Nominating Committee giving 
consideration to the recommendations of the Board. 

It was suggested that a letter be sent on behalf of President Savoie 
and the Association expressing concern for the lack of funding for the 
Bureau of Labor Management Cooperative Programs within the 
Department of Labor. Further discussions suggested that a session on 
public policy and various government agencies be developed for a 
future IRRA meeting. Randy Hale, Walter Gershenfeld and Jim Stern 
will seek to develop a proposal on this topic. 

President Savoie announced that Tom Kochan is working on a 
Sloan Foundation $50,000 development grant for the International 
Meeting (liRA) in Washington, D.C. in late May of 1995. 

Announcement was made of future ASSA meetings as follows: 
January 1993 in Anaheim, January 1994 in Boston, and the possibility 
of January 1995 in Washington, D.C. 

A resolution concerning IRRA cosponsorship of another organiza
tion's conference or workshop was moved, seconded and adopted. 
This resolution reads: 
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WHEREAS, Each year, educational and membership organiza
tions express an interest in having the national IRRA cosponsor or 
endorse a particular conference or workshop without financial 
involvement; and 

WHEREAS, The Industrial Relations Research Association does 
not have an express policy with respect to how such requests are to 
be made and handled; be it therefore 

RESOLVED, That requests for the IRRA to cosponsor or endorse 
another organization's conference or workshop without financial 
involvement should be made to the IRRA Administrator who shall 
exercise good judgment in determining whether the program/ 
workshop is compatible with the interests of the IRRA and grant or 
deny such requests accordingly; be it further 

RESOLVED, That IRRA members, local IRRA chapters, and 
other groups be advised of this policy through the IRRA 
Newsletter and/ or direct mail. 

A list of IRRA cosponsored events will be prepared by the national 
office. Annual events, once approved, will have standing endorse
ment. 

With the 50th anniversary of the IRRA in 1997, President Savoie 
urged members of the Board to begin to think of major events, themes 
and publicity that could be incorporated into a celebration of the 
occasion. Savoie suggested that a 50th Anniversary Committee be 
named at the Anaheim meeting to begin formulating plans. 

Regular business of the Executive Board Meeting concluded at 
11 :00 a.m. An informal discussion then took place on the Presidential 
Survey of IRRA (Jim Stern's "Whither or Wither" Presidential Address 
presented at the New Orleans Meeting, January 1992) . The survey was 
sent to 70 past presidents and past Board members. 

On the topic of unitary membership President Savoie expressed his 
opinion that the local chapters should decide the issue, and noted that 
chapters have voiced strong opposition to the proposal. Chapters did 
endorse the idea of a per capita assessment in the $2 to $5 range to help 
the national financially. Some chapters feel that the products offered 
by the national (meetings and volumes) are too academic and not 
useful to local practitioners. President Savoie pointed out the wide 
disparity between chapters in the percentage of national members, 
from 60 and 89 percent to almost zero. Agreement was reached on 
trying to improve the products the national offers to locals. The issue 
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of a change in the dues structure or an assessment will be discussed in 
the Chapter Advisory and Finance Committees. 

Opinion on the IRRA holding an independent meeting (separate 
from ASSA) was split. Stern's suggestion to rotate the annual meeting 
among other organizations poses several problems including finding a 
suitable time, keeping costs down (particularly negotiated hotel rates ) ,  
and organizing such a meeting, a task ASSA now does for the IRRA. 
Once the IRRA left the ASSA, it is unlikely that they could continue on 
a part-time basis, according to Secretary-Treasurer Zimmerman. 
Suggestions to make the spring meeting more academic and have a 
more national appeal included incorporating more academic paper 
sessions, inviting the UCIRHRP directors to hold their spring meeting 
jointly with the IRRA, and taking a stronger national role in planning. 
It was suggested that low academic attendance at the Denver meeting 
is likely due to budget cuts on many campuses as well as the economic 
situation in general. It is also true that many academics are active in 
more than one association. Zimmerman clarified a question about 
program responsibility with respect to the spring meeting. In recent 
years, the spring meeting program has been developed by the local 
host chapter but then reviewed and revised at the direction of the 
Program Committee. There was some discussion as to whether the 
Association could continue to hold two national meetings per year. It 
was suggested to hold an expanded annual meeting with ASSA 
combining local and national interests. The workshop idea used at 
both the Anaheim and Washington, D.C. meetings has seemed to work 
well. President-Elect Strauss said it was unlikely that the IRRA would 
ever attract practitioners to a national meeting other than from the 
local area. President Savoie asked for three volunteers to work on 
some alternatives for future meetings. Interested people should speak 
to him. 

Regarding the suggested name change, local chapters were against 
the idea and the survey indicated no clear direction. Walt Gershenfeld 
had an alternative suggestion, that of "The Industrial and Employment 
Relations Association," or "The Industrial and Employment Relations 
Research Association." Both would be pronounced the same as 
"IRRA," and would have broad appeal to our constituency. On the 
question of how to test the suggested name, it was decided to send a 
letter of information and explanation to the chapters and request their 
input. In addition, President Savoie would like to ask the. opinion of 
respected individuals within the association. 

The discussion concluded at approximately 12:05 p.m. 
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Contributors to I R R A  Special Fund 
Individuals: 

Benjamin Aaron 
Jack Bar bash 
Solomon Barkin 
Fred Blackwell 
Francine Blau 
Richard Block 
Mario Bognanno 
Clair Brown 
Francis Burkhardt 
John Burton, Jr. 
Thomas Colosi 
Virgil Day 
Mark Endresen 
Peter Feuille 
Lydia Fischer 
Walter Gershenfeld 
Lois Gray 
Harry Gudenberg 
George Hildebrand 
Eileen Hoffman 
Wayne Horvitz 
Maggie Jacobsen 
David B. Johnson 
Mark Kahn 
Harry Katz 
Clark Kerr 
Ben Kunnecke 
Richard Lester 

Local Chapters: 

Atlanta 
Central Ohio 
Washington, D.C. 
Greater Rhode Island 
Chicago 
Philadelphia 
Northwest (Seattle) 
New York City 

Organizations: 

Ford Motor Company 

Leon Lunden 
F. Ray Marshall 
Robert McKersie 
Joyce Miller 
Richard U. Miller 
Daniel Mitchell 
Charles Myers 
Joyce Najita 
F.  Donal O'Brien 
Charles Rehmus 
Jerome Rosow 
Ernest Savoie 
Ted Schmidt 
George Shultz 
James Stern 
Jack Stieber 
George Strauss 
Lloyd Ulman 
William Vaughn 
Paula Voos 
Martin Wagner 
Phyllis Wallace 
Norm Weintraub 
Hoyt Wheeler 
Henry Woodbridge 
Edwin Young 
Arnold Zack 
David Zimmerman 

Wisconsin 
Central New York 

(Syracuse) 
Hudson Valley 

(Poughkeepsie) 
Hamilton and District 
Detroit 

National Association of Manufacturers 
Combined Counties of Police Associations, Barrington, IL 
United Steelworkers of America 
Scariano, Kula, Elich and Himes, Chicago 
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A U DITED FINANCIAL STATEMENTS 
o .. combor 31,  1991 and 1990 

\Ve have audited t h e  balance sheets o f  t h e  Industrial Relations Research As!iol'iation, a s  of Dect•mher 31,  1991 and 
1990, and the related statem<'nts of support and revenue and expenst•s. statt_�nwnts of changt•s in fund halanct.•s, 
statements of changes in financial position, and supporting schedult•s for th<' yt•ars then <'nded. Thest' financial 
statements are the responsibility of th<' Association's management. Our n>sponsihi1ity is to t>xpn•ss an opinion on tht•se 
financial statements based on our audit. 

We conducted our audit in accordanct' with gt'nl'rally accepted auditing standards. Those standards rt'tlnin• that 
we plan and perform the audit to obtain r('asonablt.• assurance about wht>ther tht> finandal statt•mt•nts an• free of 
material misstatement. An audit ineludes t•xamining, on a test basis, evidt•nct• supportinp; tht• amounts and disdosun•s 
in the financial stateml'nts. An audit also includes assessing the accounting prineipll's ust'd and significant t•stimates 
made by management, as well as t.'Yaluating the overall finandal statt'Till'nt pn•spntation. Wt> believt• that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statt•nwnts rdern·d to above prest•nt fairly, in all rnatt•rial n•spects, the financial 
position of the Industrial Relation"' Research Association, as of Doccmbt•r 31 ,  1991 and 1990, and tht• results of its 
operations and the changes in its finandal position for tht:> yf'ars tht•n t>ndl'd, in conformity with gt•nerally at'l'l'pted 
accounting prindplt•s. 

Stollar & Stollar, S.C. 
F �bruary 20, 1992 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wiseonsin 

Currl'nt assets: 
Petty cash 
Cash-checking 
Cash-money markt•t 
Other investJm•nts 
Accounts receivabiC' (Lt•ss allowanct• 

for doubtful accounts) 
Prepaid expcnst•s 
Inventory 

Total currt>nt asst•ts 

Property, plant and <·quipnwnt: 
Equipmt•nt 
Accumulatt>d dt•prC'ciation 

NC't property, plant and <•quipnwnt 

Total Asst•ts 

Balance Sht•ets 
December 3 1 ,  

ASSETS 

/991 

$ 50 
81 ,022 

64,489 

.5,082 
15,599 
20,.130 

$186,572 

$ 21 .649 
13,526 

$ 8, 12:! 

UABIUT/ES AND FUND BALANCE 

Currl'nt liabilities: 
Accounts payable 
Payroll taxes payable 
Dues eolleeted in advam·t· 
Subscriptions eollt•ctt•d in advanet• 

Total Liabilitit>s 

Unrestriett•d fund balanee 

Total Liabilities and Fund Halanet• 

$ 62,1;1;5 
4 

94, 157 
1:!.721 

$!70.767 

{Thl' accompauying noles are Uil integra/ part of tlw .<Jtafl'11ll'Uis) 

1990 

$ 50 
15,027 
22,144 
1!4,597 

10,318 
19,862 
17,659 

$169,657 

$ 21 ,042 
1 1 ,738 

$ 9.304 

$178,96! 

$ 38,404 
!50 

90,968 
14.46.3 

$ 14:!,985 

3-1,976 

$178,961 
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INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wiscoruin 

lncomr 
Income from operations 

Membership dues 
Subscriptions 
Chapter fees 
Book sales, net of refunds 
Royalties 
Newsletter advertising 
MaiJing list rental 
Meetings 
ASSA refunds 
Grant income 

Total operating incoml' 

Expenses 
Compensation 

Salaries 
Payroll taxes 
Contract services 
Officer honorariums 
Editor 

Total compensation expense 
Publications 

Proceedings 
Spring proceedings 
Rest>arch volume 
Newsletter 
Dir<'ctory 

Total publication expcnst' 
Meetings 

General expenses 
Spring 

Meals 
Travel 
Miscellaneous 
Profit reimbursemC'nt 

Total spring meeting 

Annual 
Meals 
Travel 
Miscellaneous 

Total annual meeting 
Total general expenses 

National expenses 
Spring 

General 
Hospitality 

Total spring meeting 

Annual 
General 
Hospitality 

Total annual meeting 

Total national expenses 
Total meetings expense 

Administrative review 
Administrative search 
Membership promotions 

Chapter expenses 
Editorial committee 
Committee expenses 

Income Statements 
For the Years Ended December 31, 

1991 

$157,631 
19,475 
5,535 

13,798 
1,105 
3,084 
6,759 

21,065 
9,506 

___ 0 

$237,958 

$ 71,944 
4,294 
7,933 
7,500 

14,169 

$105,640 

$ 32,.>48 
9,969 

17,825 
13,62.1 
10,397 

$ 64,382 

l l,081 
872 

5,078 
� 
$ 19,211 

0 
0 

410 

410 
$ 19,621 

$ 2,389 

� 
4,640 

1,637 
� 
$ 2,929 
$ 7,569 
$ 27,190 
$ 3,674 
$ 3,891 
$ 3,507 
$ 1,055 
$ 946 

$ 538 
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1990 

$149,262 
17,154 
5,317 
4,120 
1,641 
3,305 
6,930 

29,538 
7,387 

500 
$225,154 

$ 75,088 
6,204 
1 ,240 
7,500 

11,108 

$101,140 

$ 32,906 
8,761 

19,445 
12,622 
1 1,548 

$ 85,282 

6,490 
1,316 
8,066 

0 

$ 15,872 

$ 4,856 
1,765 

427 
$ 7,048 
$ 22,920 

$ 3,131 

� 
4,355 

4,492 

� 
$ 8,691 

$ 13,046 
$ 35,966 
$ 1,442 

0 
3,629 

445 
$ 0 

$ 521 
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Office and general ex£cnses 
Computer and Ia el costs 1,631 
Office supplies 1 ,627 
Posta1e and freight 5,495 
Tclep one 768 
Accounting and auditing 2,433 
Bank charges 216 
Insurance 949 
Depreciation 1,788 
Duplicating 4,741 
Miscellaneous 1 ,279 
Storage 300 
Donations 1,000 
Dues � 

Total office and general expense $ 23,595 
Total expenses $254,500 

Loss from operations $ (16,638) 

Other income 
Interest income $ 5,425 
Gain on securities 165 

Total other income 5,590 

Net income (loss} $(1 1,048) 

(The accompanying notes are an integral part of the statements) 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wisconsin 

Unrestricted fund balance, beginning balancl' 
Release of restricted fund 
Prior period adjustment 
Net income (loss) 

Unrestricted fund balance, ending balance 

1991 

$ 34,976 
0 
0 

(11 ,048) 

$ 23,928 

(The accompanying notes are an integral part of the ... tatements) 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wisconsin 

Statem£'nts of Changes in Financial Position 
For thl• Y£"ars Endl•d Dl'Cemher 31, 

Financial resources provided by: 

Operations: 
Item not affecting cash and short t£"rm 

investments: Depreciation 
Decrease in prepaid expenses 
Increase in subscriptions co11ected in 

advance 
Increase in dues paid in advanc£' 
Increase in accounts payahl£' 
Decrease in accounts receivable 

Total funds providl•d 

1991 

1,788 
4,26.1 

0 
3,189 

24,335 
.5,2.16 

38,81 1 

750 
1,312 
6,202 

875 
2,230 

515 
968 

2,445 
6,011 
1,218 

480 1 ,246 
828 

$ 25,599 
$253,503 

$ (28,349) 

$ 9,038 
0 

9,038 

$(19,31 1 )  

1990 

$ 44.287 
5,000 
5,000 

� 
$ 34,976 

1990 

2.445 
0 

843 
0 

21 ,200 
0 

$ 24,584 



Uses of Funds: 
Net loss 
Increase in accounts receivable 
Increase in prepaid expenses 
Increase in inventory 
Purchase of equipment 
Decrease in dues paid in advance 
Decrease in subscriptions 

co1lected in advance 

Total uses of funds 

IRRA ANNUAL REPORTS 

I J ,048 
0 
0 

2,671 
007 

0 

� 
15,068 

Increase (Decrease) in cash and short tC'rm 
investments 23,743 

Cash and short term investments 

Beginning of year 

End of year 

$ 121,818 

$ 145,561 

(The accompanying notes are an integral part of the statements) 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison. Wisconsin 

Notes to Financial Statements 

NOTE I-SUMMARY OF SIGNIFICANT ACCOUNTING POLIOES 

19,31 1 
1,809 

11,152 
8,767 
3,046 

10,298 

0 

$ 54,3&3 

$ (  29,799) 

$!51,617 

$121,818 

685 

The summary of significant accounting policies of the Industrial Relations Research Association is 
presented to assist in understanding the Association's financial statements. 

Organization 
The Association is a not·for-profit organi7.ation. Its purpose is to provide publications and SC'rvices to its 
members in the professional field of industrial relations. 

The Association is exempt from income tax under Section 50I{c)(3) of the lntC'rnal R(•venue Cod(•. 
However, net income from the sale of membership mailing lists is unrelated business in<.-ome, and is 
taxable as such. 

Investments 
Investments include balances heki in the Kemper Government Socurities Fund and the Kemper MonC'y 
Market account. Shares in the Government Securities Fund were traded at 9.46 per share at year end. 
Funds are stated at lower of cost or market. 

Inventory 
The Association's inventory of research volumes, proceedings. and prior newsletters is carried at the lower 
of cost or market value. 

Property, Plant and Equipment 
Property, plant and equipment are carried at cost. Depreciation is provided using the straight line method 
over an estimated five to seven year useful life. 

Membership Dues-Advance Subscriptions Collected 
Membership dues and subscriptions are assessed on a calendar year basis and are recognized on an accrual 
basis. Funds received for the upcoming 1992 and 1991 calendar years are reflected as deferred income on 
the balance shet•t. 



S U BJ ECT I N D EX O F  CONTRIBUTIONS 
LABOR-MANAGEMENT CONFLICT /CONFLICT RESOLUTION 

Alternative Dispute Resolution Strategies, Employee Involvement 
Programs, by David Pincus 

Dispute Resolution, New Concepts, by Earle D. Schwieger 
Dispute Resolution, Targeting a New Dimension, by Donald F. Power 
Dispute Resolution and the Transformation of U.S. Industrial Relations: 

A Negotiations Perspective, by Joel Cutcher-Gershenfeld, Robert 
McKersie, and Richard Walton 

Dispute Resolution in the Public Sector, by Craig A. Olson 
Industrial Conflict and Human Behavior, Social versus Biological 

Interpretations, by W. Graham Astley 
Industrial Conflict from a Natural Science Perspective, by Hoyt N. 

Wheeler 
Industrial Conflict from a Social Psychological Perspective, by James E. 

Martin 

Grievance Procedures 

1986S 
1986S 
1986S 

1989S 
1988R 

1987A 

1987A 

1987A 

520 
515 
524 

475 
160 

383 

369 

377 

Grievance Mediation: AT&Ts Experience, by Nancy C. House 1992S 491 
Grievance Procedures and Firm Performance, by Casey Ichniowski and 

David Lewin 1987R 159 

Key to Volumes: 
1986S - Proceedings of the Spring Meeting, Atlanta 
1987RR - Working Women, Past, Present, Future 
1986A - Proceedings of the 39th Annual Meetin� New Orleans 
1987S - P�oceedings of the Spring Meeting, Boston 
1987R - Human Resources and the Performance of the Firm 
1987 A - Proceedings of the 40th Annual Meetin� Chicago 
1988S - Proceedings of the Spring Meeting, Cincinnati 
1988R - Public-Sector Bargaining 
1988A - Proceedings of the 41st Meeting, New York 
1989S - Proceedings of the Spring Meeting, Anaheim 
1988RR - The Older Worker 
1989A - Proceedings of the 42nd Annual Meeting, Atlanta 
1990S - Proceedings of the Spring Meeting, Buffalo 
1990R - New Developments in Worker Training: A Legacy for the 1990s 
1990A - Proceedings of the 43rd Annual Meetin� Washington 
1991S - Proceedings of the Spring Meeting, Chicago 
1991R - The State of the Unions 
1992A • - Proceedings of the 44th Annual Meetin� New Orleans 
19925 - Proceedings of the Spring Meeting, Denver 

• Because the Annual Meeting date was changed from December, 1991 to January, 
1992 there is no "1991A" volume. 
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SUBJECT INDEX OF CONTRIBUTIONS 

Grievance Procedures: Characteristics: Evidence from Nonunion, 
Union, and Double-Breasted Businesses, by Casey Ichniowski and 
David Lewin 

Grievance Procedures, Discussion, by Thomas R. Knight 
Grievance Procedure Effectiveness, Multiple-Measure Test of, by 

Richard B. Peterson 
Grievance Procedures, Membership Perceptions of the Value and Effect, 

by Paul F. Clark and Daniel G. Gallagher 
Grievance Processing in the Non-Union Setting-Peer Review Systems 

and Internal Corporate Tribunals, by Douglas M. McCabe 
Grievance Systems and Workplace Justice: Tests of Behavioral 

Propositions, by Michael E. Gordon 
Grievances and Plant Performance: Is Zero Optimal? by Morris M. 

Kleiner, Gerald Nickels burg and Adam M. Pilarski 
Nonunion Complaint Procedures, Public Sector: Current Research, by 

George W. Bohlander and Ken Behringer 
Nonunion Grievance and Arbitration Procedures, The Determinants of, 

by John T. Delaney and Peter Feuille 
Nonunion Grievance Procedures, Corporate: Open Door Policies-A 

Procedural Analysis, by Douglas M. McCabe 
Nonunion Grievance Procedures: Union Avoidance Technique or Union 

Organizing Opportunity? by Mark J. Keppler 
Nonunion Grievance Systems: Perceptions of Fairness, by Donna 

Blancero 

Arbitration 

Arbitrating Discrimination Grievances: An Empirical Model for Decision 
Standards, by Vern E. Hauck and John C. South 

Arbitration, Is It Addictive? Evidence from the Laboratory and Field, by 
Janet Currie and Henry S. Farber 

Arbitration, Recent Trends in Substance Abuse Grievances, by Helen 
Elkiss and Joseph Yaney 

Arbitration, Strategic Behavior in Negotiations and the Use of, by Linda 
C. Babcock 

Arbitration, What Happens When It Is Not the End of the Road? by 
Peter Feuille, Timothy Chandler, and Michael LeRoy 

Arbitration Review Board, Rise and Fall of, by Steve Bourne 
Arbitrator Decision Making in Multi-Issue Disputes, by Craig A. Olson 
Grievance Arbitration: Accommodating an Increasingly Diversified 

Work Force, by Martin H. Malin and Lamont E. Stallworth 
Individual Rights Explosion: Is There a Role for an Arbitrator, by 

William Levin 
Interest Arbitration, Bargaining Intensity and, by J. Joseph Loewenberg 
Interest Arbitration, Discussion, by Peter Feuille 
Remedies and Arbitration Decision Making: Responses to Change, by 

Anthony V. Sinicropi 
Sexual Harassment, Hostile Environment, From What Perspective 

Should Arbitrators Judge? by Dirk K. Thomas and Donald S. 
McPherson 

Mediation 

Labor Mediators, What Makes Them Effective, by Steven Briggs and 
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1987A 415 
1987A 425 

1987A 398 

1987A 406 

1988S 496 

1987A 390 

1988A 172 

1990S 563 

1992A 529 

1990S 551 

1990S 557 

1992A 458 

1986A 239 

1992A 402 

1991S 556 

1992A 375 

1990A 406 
1988S 470 
1992A 392 

1991S 551 

1989S 461 
1992A 385 
1992A 411 

1991S 546 

1989A 492 

Daniel J. Koys 1989S 517 
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Strikes 

Eastern Air Lines Strike: Collective Bargaining Implications, by Mark L. 
Kahn 

Eastern Air Lines Strike, Discussion, by James L. Linsey 
Discussion, by Michael H. Campbell 

Eastern Air Lines Strike: Legal Implications, by Martha S. West 
Government Transfer Payments and Strike Activity: Reforming Public 

Policy, by Robert Stern, David Lipsky, and Robert Hutchens 
Strikes and Interest Arbitration in the Public Sector, Trends in, by Robert 

E. Doherty 
Strikes, Economy, Union Growth and Public Policy During the 1930s, by 

Michael Goldfield 
Strikes as Collective Voice: Towards an Integrative Theory of Strike 

Activity, by John Godard 

LABOR-MANAGEMENT COOPERATION 

Capacity for Cooperation in an Age of Reform, School Management and 
Teacher Unions, by Samuel B. Bacharach, Joseph B. Shedd, and 
Sharon C. Conley 

Collective Governance of Industrial Relations, by Joel Cutcher
Gershenfeld 

Cooperative Labor Relations, Practices Consonant with, by Paula B. 
Voos 

Educational Reform, Educational Policy Trust Agreement and the 
Process, by Charles Taylor Kerchner 

Integrative Labor-Management Behavior, Employee-Assistance Pro
grams, Vehicle for, by Scott Lyman and Jerald F. Robinson 

Labor and Management Cooperation in Restructuring Steel Firms, by 
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