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PREFACE 
The Industrial Relations Research Association convened its 47th 

Annual Meeting in Washington, D.C.,  January 6-8, 1995. Approximately 
400 persons attended a record number of IRRA sessions and also enjoyed 
the numerous cultural activities available in the U.S .  Capitol. 

The meeting offered a wide range of workshops of interest to practi
tioners and academics alike. Nine workshops were held over the course of 
the three-day meeting and included well-attended sessions on labor stan
dards in the global workplace, public sector issues, the glass ceiling, and 
union organizing. Many of the meeting sessions dealt with the topic of 
labor law reform in anticipation of the release of the final report of the 
Commission on the Future of Worker-Management Relations, commonly 
referred to as the Dunlop Commission. Topics ranged from the revitaliza
tion of employment law to the relevancy of the Canadian experience to the 
current debate. Other sessions considered international workplace democ
racy, high-performance workplaces, retirement trends, and health and 
safety reforms. More than forty abstracts were entered in the ever-popular 
poster sessions on the first day of the meetings. Authors and attendees 
informally discussed posted papers as they shared ideas and developed new 
contacts. 

William Gould IV, chairman of the National Labor Relations Board, 
received an enthusiastic welcome when he addressed issues facing the 
board and current challenges to labor and management. In his presidential 
address, Lynn R. Williams noted that the IRRA is "reflective of the uncer
tainties, conflicts, confusions, and changes in which both labor relations 
and our society, more generally, are immersed." He urged the Association 
to rededicate itself to its founding principle and purpose and to appreciate 
that its quality is more important than its growth. 

Meeting attendees enjoyed the hospitality of the Washington, D.C. 
IRRA Chapter; AFL-CIO, National Education Association; National Asso
ciation of Manufacturers; Airline Industrial Relations Conference; Bureau 
of National Affairs; and National IRRA at a jointly sponsored reception in 
the impressive lobby of the AFL-CIO. On the afternoon preceding the 
meetings, early arrivers were invited to attend a ceremony and reception at 
the Department of Labor on the occasion of the induction of George W. 
Taylor, noted academic, arbitrator, and third president of the IRRA, into 
the Labor Hall of Fame. 

iii 
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We again offer our thanks to the many individuals who contribute to 
the publication of the Annual Meeting Proceedings. We especially thank 
Jeanette Zimmerman for her excellent work as IRRA copy editor and the 
authors who contributed their work. 

The next annual meeting of the Association will be held in San Fran
cisco, January 6-8, 1996. We hope you will join us there to share a unique 
and diverse opportunity to learn from one another. 

Kay B. Hutchison 
Administrator and Managing Editor 

Paula B. Voos 
Editor-in-Chief 
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I. P RESIDENTIAL ADDRESS 

The lARA i n  P ri nciple and Pu rpose: 
Past and Present 

LYNN R. WILLIAMS 
United Steelworkers of America 

I should like to express at the outset of these remarks what a privilege it 
has been to be President of the IRRA during these past twelve months. It 
has enabled me to gain new insight into the broader world of union-man
agement relationships at a particularly challenging moment of change, of 
instability and uncertainty, of confusions and contradictions, of doubts and 
fears, but also of new initiatives of unprecedented creativity and promise. 

As the leader of an active and involved union, one is, of course, 
unavoidably aware of the broader currents of change but simultaneously 
and, with even more forceful compulsion, required to confront and man
age the immediate demands of the new realities without, in many 
instances, the opportunity for the time and study which one might prefer. 
Therefore, not much of either the scholarship or the practical exchange, 
which the IRRA at its best represents, had been as significant an element 
in my working life experience as I would have wished. This year of IRRA 
responsibility has not only provided significant opportunities for exposure 
to a wider range of knowledge but also induced an element of regret that I 
had not earlier availed myself to a greater extent of the array of potential 
information, knowledge, and understanding which the IRRA provides. 

As I perceive our present circumstances, the IRRA is itself reflective 
of the uncertainties, conflicts, confusions, and changes in which both labor 
relations and our society, more generally, are immersed. Thus we are 
pushed in one direction and pulled in another and have been involved in a 

Author's Address: United Steelworkers of America, 5 Gateway Center, Pittsburgh, PA 
15222. 



2 IRRA 47TH ANNUAL PROCEEDINGS 

series of evaluations, proposals, and presidential addresses calling for 
reform. In this regard, we are in the mainstream, if it's any comfort. There 
is not any institution of which I have knowledge-certainly not the labor 
movement, certainly not industrial America, certainly not the Congress
that has or will escape the reality that we live at a moment of considerable 
turbulence-driven by globalization, by technology, by financial power, by 
poverty, by the apparent failures of old systems and the lack of consensus 
about new to mention but a few of the underlying factors. How then do we 
react to or preferably attack these circumstances? 

There are many means, theories, and structures by which to analyze 
our situation; indeed, our leaders and members are engaged in a number 
of them, as it's appropriate that they should be. I should like to offer a 
modest framework as a basis for determining our future direction. 

There are fundamentally, it seems to me, three critical levels of deci
sion making involved in establishing the foundation for our continuing exis
tence and viability-questions of principle and purpose, of strategy and of 
tactics, all of which become intermingled when we discuss what we wish to 
accomplish but about which there may be some benefit in disentangle
ment, at least for purposes of examination. 

I appreciate that principle and purpose are very old-fashioned words, 
but more modem variants with the same intended meaning do not occur to 
me. A set of understood and accepted principles provide the very core of 
an organization's existence without which it may easily become embroiled 
in frustratingly ineffective efforts at survival by whatever means and lose 
sight, at its peril, of its fundamental strengths and objectives. 

The core founding principle of the IRRA was, I believe, quite clear: 
the creation of an association around the practice of free collective bargain
ing as it was developed in the United States and Canada which would 
encourage and facilitate the development of a recognized academic disci
pline in that regard but would involve, as well, all of the practitioner com
munities-management, unions, arbitrators, mediators-that become par
ticipants in and contributors to the bargaining process. 

Events as significant as the creation of the IRRA do not, of course, 
occur in a vacuum, but in a context; in this case in the context of the Wag
ner Act, the rush to unionization across industrial America, and the conse
quent rise in the practice of collective bargaining. By the time of the IRRA, 
this context embraced a number of other factors as well, including the ide
alism about and profound appreciation for democratic values which was so 
much a part of the legacy of the defeat of fascism in World War II. 

The fundamental question, therefore, is whether or not in today's dra
matically different circumstances this core principle remains an appropriate 
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foundation upon which to continue to build our Association. Not surpris
ingly, I answer this question with a resounding YES, for more reasons than I 
can share during these few minutes, but permit me to share a few. 

Let me first acknowledge the obvious, that there has been a decline in 
the practice of free collective bargaining in America, which has undoubtedly 
resulted in a lower level of demand for many of those who teach or practice 
in this field, just as this decline itself has resulted, to a major degree, from a 
lesser demand for steelworkers, auto workers, textile workers, and other tra
ditional collective bargaining participants. These developments, however, do 
not in themselves suggest that collective bargaining is any less valid, any less 
an essential expression of democratic values, or any less critical to the quality 
of national life than it was in 1947 or has been at any time since. 

While the decline of collective bargaining certainly relates mathemati
cally to the enormous loss of jobs in America's industrial base, it relates 
more profoundly to the powerful impediments that have blocked access to 
union membership and collective bargaining for hundreds of thousands of 
America's working people. 

The first fact-finding report of the Dunlop Commission attested to 
both these circumstances. It provided a review of the impact on employees 
and employment of radically changing economic realities. It described in 
detail the unconscionable extent to which employers' proven illegal inter
ference with the right of employees to organize has escalated over the 
years: not to mention all the inhibiting and intimidating procedures that 
are routinely invoked which skirt or are permitted by the law, although in 
obvious violation of its original intent. 

The early results of Freeman and Rogers' Worker Representation and 
Participation Survey are most interesting with regard to the attitudes of 
American workers on this question of representation in the current socioe
conomic environment, as best this can be determined by survey and focus 
group analysis. It is apparent from their analysis that the overwhelming 
majority (90%) of union members engaged in collective bargaining want to 
continue in that situation-a degree of "customer satisfaction," if you will, 
that is a compelling affirmation of the validity of how our collectively bar
gained labor relations system is perceived (when permitted to function) by 
those most directly concerned. Nor is a positive view restricted to the 
workers. Nearly 70% of managers, it is reported, view their top manage
ment as accepting "the union as a partner in workplace decisions." 

The survey also emphasizes the overwhelming desire of all workers in 
America, nonunion as well as union, to have an effective voice at their 
workplace, both with regard to their own circumstances and to the operat
ing decisions of their enterprises, on which they believe they can have a 
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most constructive impact. Most see this as requiring the selection of em
ployee representatives independently from their employer but wish to 
exercise their involvement within a cooperative atmosphere. 

These findings are as one would expect. I've not met many workers 
who have not preferred cooperative employers. And in an atmosphere as 
poisoned by hostile and destructive antiunion behavior as ours has become, 
it's not surprising that many workers may envision a stronger, more inde
pendent, and more empowering role as a dubious, indeed dangerous, 
objective. However, even in the face of this perception, a very strong 
minority, without benefit for the most part of hands-on experience, opt for 
union membership and collective bargaining as the method of choice. 

There is a simple resolution to these dilemmas, if such they be. Let 
our society provide workers an opportunity to access union membership 
and collective bargaining without intimidation, coercion, and all the other 
impediments in every case in which they seek it-I think employers know 
what the results would be; I think we all know too. 

From an IRRA perspective, important as the most fundamental right 
of freedom to join a union is and must be, much more is involved. Collec
tive bargaining is engaged in by millions of workers in the United States 
and Canada in almost as wide a variety of settings as one could imagine. 
Despite all the current challenges, the American labor movement remains 
the largest free labor movement in the world. The movement's outreach 
beyond its traditional base, while not as universal as it must and will be, 
encompasses many dramatic developments, such as the growth of public
and service-sector unions, or the fact that public and high school teachers 
are one of the most highly unionized groups in the country. Given the 
numbers involved and the multiplicity of bargaining units that the Wagner 
Act model creates, there exists an infinite variety of substance for creative 
research and analysis. 

From my own point of view, collective bargaining has achieved a num
ber of unparalleled successes from both employer and worker perspectives 
during this most difficult past 10 to 15 years. This audience is familiar with 
them-many of you have studied them, many of you have contributed to 
them-in factories and mines, in schools and government, in large enter
prises and small: the valuable contribution of union/worker/management 
collectively bargained partnerships is being demonstrated over and over 
again. Rich experience, all of it, to be examined, studied, and shared
exactly what the IRRA does best! 

I don't mean to be introducing a note of complacency, that the future 
is unfolding as it should, if that's how these comments appear. There is 
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obviously nothing about which to be complacent. There are, for example, a 
number of categories of employees such as contingent workers, many of 
whom are by most standards very much in need of representation, for 
whom the traditional Wagner Act model serves so clumsy as to make the 
achievement of meaningful representation almost impossible. There are, as 
well, areas of employment in newer industries, which would seem to be 
appropriate for traditional bargaining in which workers, when they have 
attempted organization, have largely failed. There is the unprecedented 
development of employee ownership, frequently as a collectively bargained 
enterprise survival option, with intriguing and challenging implications for 
the role of the union and of bargaining as the enterprises move forward. I 
am aware, of course, that research and innovative thinking is being applied 
to a host of issues such as these. To support and encourage such efforts and 
provide a means for their dissemination, as the IRRA does, is surely action 
based squarely upon our founding principle. 

Recent political upheaval is being explained as reflecting the unease of 
the middle class at their declining fortunes and increasing insecurities, 
despite the advent of freer trade and increased productivity. It's not simply 
personal political disappointment that suggests to me that these concerns 
should be taken seriously. They go directly to the decline in collective bar
gaining and, therefore, of the checks and balances so essential in a system of 
private economic power relationships such as our own. A polarized, mean
spirited society can become dangerously destabilized. Collective bargaining 
is the only mechanism that provides workers the opportunity to be truly 
empowered, to achieve upward mobility and personal economic growth for 
themselves, and to make the most effective participatory contribution to the 
enterprises in which they are employed as well as to the society at large. 

In our economic system, collective bargaining is also the most certain 
method for assuring that productivity and other gains are reflected in 
improved living standards and in increasing purchasing power. Despite the 
not inappropriate emphasis we hear on the need for savings and invest
ment, it is fascinating to note the detail with which buying trends are moni
tored each Christmas season with a view to determining the level of eco
nomic activity that they have engendered. There's not much value in 
investing in the manufacture of a product if there's nobody out there who 
can buy it! 

There are, of course, a host of complex and critically important socioe
conomic issues in our society that require the application of the principle, 
commitment, and talent which the IRRA brings together. What really are 
we to do about managing in socially useful ways developments such as the 
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continuing impact of more and more rapid technological change or the 
increasing power of international corporate and financial players in a glob
alized economy? Should we not, for example, be examining shorter hours 
of work as a means of sharing in the benefits of productivity improvement, 
which could have some impact in reducing the "cut back syndrome," in 
assisting in the provision of quality family time in an era in which both par
ents work, and, of course, in reducing the length of working hours in 
America as compared to most other advanced countries? Should we not 
also be examining, in increasing depth, prospects for the development of 
truly international collective bargaining, particularly as it becomes more of 
a reality within the framework of the E. U.? 

Earlier I made reference to the creative successes of collective bar
gaining during the last decade and more of crisis. It is no less significant 
that there have been some titanic struggles during this same period, some 
of which (for example, Pittston and Ravenswood) the labor movement has 
won, some of which (for example, Eastern) resulted in the total destruction 
of all concerned, and some of which (for example, Caterpillar and Bridge
stone or the hockey and baseball leagues, for that matter) are in full battle 
array as we meet. What they all represent, whether perceived as wins or 
losses, is an enormously wasteful and destructive way-wasteful and 
destructive of people and of resources-of conducting our affairs. The con
tradiction between our best practice and our worst is dramatic. The con
trast between our approach to these situations and that of most other 
advanced industrial democracies, particularly our principal competitors, is 
equally stark. There is, in these comparisons alone, a major challenge for 
all who care about collective bargaining and its future development. 

Well, I hope I have not belabored the point unduly. I have been 
intending with all of this to say simply that the fundamental principle on 
which the IRRA was founded, despite all the change and dissonance in 
which we are currently immersed, is as valid (if not more valid today in 
many ways because of these very circumstances) as it ever was. 

Concurrent with affirming such confidence in our fundamental princi
ple of association, one must acknowledge some continuing difficulties. The 
membership continues to decline, not precipitously but steadily, both in 
the national/international body and in the chapters. The leadership has a 
responsibility to face and deal with this reality. From my perspective today, 
I am suggesting that the answers lie not in the area of fundamental princi
ple and mission but in our strategic and tactical approaches to our circum
stances. Unfortunately, I've had considerable experience with an organiza
tion whose membership is declining. There are two obvious approaches: 
(l) to live within your means as effectively as you can, and ( 2) to reach out 
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in ways designed to reverse the decline. The organization has been press
ing both such goals. Our administrator, Kay Hutchison, deserves unstinting 
credit for managing our affairs most efficiently. Ernie Savoie embarked 
upon and put much effort into establishing institutional memberships 
which have been most helpful. George Strauss encouraged and practiced 
reaching out to younger academics and to a broader variety of specialties 
that touch on our subjects of concern. 

The particular uniqueness of our organization is in the cohabitation of 
academics and practitioners within one house and the need, therefore, to be 
responsive to the special needs of each as well as to build upon common 
ground. The Board, committee chairs, and activists have attempted to utilize 
all of these approaches in the plans we have developed throughout the year 
and in this year's meeting. There have been more workshops here as a re
sponse to the needs of chapter participants. Publication procedures are being 
revised to permit more effective exposure for academic papers. The Chapter 
Advisory Committee is making a very significant contribution in bringing 
chapter representatives together to share needs and experience and to liaise 
more effectively with the national office and leadership. A number of officers 
and Board members, including myself, have accepted chapter speaking invi
tations in order to make more real the ties across the Association. 

Our circumstances, it seems to me, call for continuing down all of 
these paths with as much vigor and resourcefulness as possible. As I have 
said throughout this past year, I am most impressed with the number of 
younger scholars who are demonstrating an interest in this field and pursu
ing a wide variety of research efforts. It makes sense, it seems to me, to 
continue the initiatives toward a variety of disciplines, to encourage partici
pation across as wide a spectrum as possible. The chapters and the involve
ment of practitioners represent an additional "value added" to our Associa
tion as contrasted with those that are purely academic in nature. We must 
continue to nourish and build upon this "comparative advantage." 

This raises an issue that has always been with us, which was addressed 
specifically by Jim Stern in his 1992 presidential address: the idea that 
there should be a unitary membership in the Association, that chapter 
members automatically be national members as well, and that all pay the 
same fee. Such a step, which Jim Stern suggested could be phased in by 
devices such as grandfathering existing members, would require the Asso
ciation to concern itself even more with assuring that membership was a 
meaningful experience, an obligation which could only be helpful in our 
achieving the best results. 

One element in pursuing this approach might be to use the additional 
resources that should accrue and/or shift some present resources to develop 
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an even more substantive communications effort among all the members 
with, for example, a more frequent Dialogues as a more content-oriented 
newsletter. There is also a current initiative by a small committee headed 
up by Roy Adams to develop an Internet system. These ideas would be 
designed to contribute to the Association becoming a more regular and a 
more meaningful presence in the lives of its members. 

I must confess I do not have a crystal-clear idea of what a realistic 
potential membership for the Association might be, but as is demonstrated 
in so many situations in organizational life (as in the Portland IRRA Chap
ter), when a group of activists commit themselves to growth and develop
ment, the results can sometimes be quite astounding. 

More important than growth, however, is quality. If it is inevitable, 
given current circumstances, that our Association be somewhat smaller for 
a time, that does not prevent its being committed to quality in all its activi
ties-national meetings, chapter meetings, publications. The issues with 
which it is engaged are so important for the future of our society that if it 
becomes, of necessity, leaner but retains and enhances its commitment to 
quality, it will make a most constructive and critically relevant contribution 
to the understanding and resolution of some of the most challenging issues 
of our time. 

It does not seem reasonable to conclude these remarks without some 
mention of the name of the Association. As you all know, chapters have 
been polled during this past year with regard to their views. Most who have 
responded have indicated a preference for leaving the name as it is. The 
Executive Board remains seized with the issue. My own view is that all of 
these other qualitative inputs with which the Association has been involved 
are much more important than the name, that to pursue them effectively
to broaden our membership, to encourage the development of our field, to 
increase the internal communication efforts-will bring about, in due 
course, an appropriate solution to the issue of the name. 

What remains vital is that there be no confusion about the principle on 
which the Association is based and its mission. Historically, workers have 
been released from bondage by collective bargaining. In today's circum
stances, workers and employers together have pursued dramatic new initia
tives toward increasing quality and productivity and toward improving the 
quality of life both at and away from the workplace as a result of the voice, 
the power, and the creative dynamic which collective bargaining can pro
vide. Never has it been more necessary; never has the potential for accom
plishment been greater. The IRRA is positioned to make a unique contri
bution to the creation of the future because it brings together those 
participants from all sectors who are involved and who care. 
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It had been our expectation, as everyone knows, that the Dunlop 
Commission report would have been completed prior to the annual meet
ing and been a key element in our discussions. It is not difficult to under
stand that given the challenge of the Commission's change, some further 
time was required. Obviously, it is not for me to predict what the report 
will contain, although I have heard many predictions. It is also my hope 
that it will attempt to rectify the enormous injustice that is being perpe
trated upon American workers, in particular, but also upon American 
enterprise and America itself by the effective denial of free collective bar
gaining rights to the millions of American workers who desire them. My 
hope has been that it will affirm the importance of freedom in this regard 
as well as the necessity of workers to remain free to control and direct their 
own organizations and to choose their own representatives by their own 
decision-making processes. 

In any event, whatever the Dunlop recommendations, whatever leg
islative results may or may not come to pass, the role of the IRRA will be of 
substantial consequence. We must, with intellectual integrity and shared 
commitment, continue our best efforts to accomplish its mission. 



II. REFEREED PAPERS: HUMAN 

RESOURCE MANAGEMENT AND 

EMPLOYEE INVOLVEMENT 

Job Bu rnout and Satisfaction i n  
I nformation Services: Antecedents 

and Consequences 

BEVERLY J. DEMARR 
Davenport College of Business 

Job burnout commonly refers to a state of emotional exhaustion caused 
by excessive psychological and emotional demands made on people helping 
people (Jackson, Schwab, and Schuler 1986). Burnout is characterized by 
high levels of emotional exhaustion and depersonalization and diminished 
feelings of personal accomplishment. When employees are burned out, 
organizations often experience increased absenteeism, turnover, reduced 
productivity, and human considerations (Leiter and Maslach 1988), and a 
lack of communication, trust, positive feedback, respect for clients and 
coworkers, and openness to new ideas (Spanoil and Caputo 1979). Clearly, 
burnout has the potential to have a very negative impact on many diverse 
areas within organizations as employees withdraw. Today more and more 
organizations are utilizing team-based approaches and increasingly want 
employees to become ever more involved and committed to the organiza
tion. At the same time, high levels of involvement and working in teams 
may actually foster some of the known burnout antecedents (e.g., role con
flict) and subsequently burnout. It follows that employees who are experi
encing higher levels of burnout will be less likely to be involved and com
mitted at work. 

Author's Address: Davenport College of Business, 415 E. Fulton Street, Grand Rapids 
M I  49503. 
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In a 1993 review of the literature on burnout, Cordes and Dougherty 
note that the study of burnout has unnecessarily been limited to the "help
ing professions," even though burnout is experienced by a variety of other 
occupational groups. The lack of interest in job burnout outside the human 
service professions could be related to the notion of burnout occurring in 
"people helping people." It seems fair to say that most people do not per
ceive individuals working in business and industry as fitting this definition. 
Many businesses today, however, have a strong focus on total quality man
agement (TQM), where everyone in an organization is viewed as providing 
a service to their "customers." In this environment it seems that everyone 
could be viewed as "helping" others. 

To better understand the burnout phenomenon, this study first exam
ined the extent to which the concept of job burnout can be generalized to 
people in a technical field within private-sector industry, specifically informa
tion services (IS). Since IS is not normally viewed as a "helping profession," 
this study responds to Cordes and Dougherty's ( 1993) call for research. Sec
ond, the study assessed whether antecedent conditions can be used to predict 
burnout and job satisfaction, and if they, in turn, can subsequently predict 
consequential withdrawal behaviors such as turnover and absenteeism. 

Model of Burnout 

The model of job burnout used in this study is illustrated in Figure 1 
and is an adaptation of the model presented by Schwab, Jackson, and 
Schuler (1986). The major change in this model is the inclusion of job sat
isfaction as a separate psychological reaction. This was done as a result of 
the persistence of Maslach and Jackson's ( 1986) argument that while 
burnout and job satisfaction are related, they are in fact separate con
structs. Including them in the model allows the impact of the antecedent 
conditions to be evaluated for both. In addition,  the predictive value of sat
isfaction and burnout can be assessed as they relate to intention to leave, 
job search behaviors, and absenteeism. 

Antecedents 

Research has supported the idea that role conflict and large case loads 
can lead to emotional exhaustion (Jackson et al. 1986). Role conflict occurs 
when different and conflicting demands are made on a person, such that 
satisfying one demand results in an inability to satisfy the other. Typical 
examples of role conflict include incompatible demands or expectations 
from two or more supervisors, receiving assignments without the resources 
to complete them, and having to buck rules or policies (Rizzo, House, and 
Lirtzman 1970). 



12 IRRA 4TI'H ANNUAL PROCEEDINGS 

FIGURE 1 

Model of Inf(mnation Services Professional Burnout Used in This Study. 
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Work 

Several personal and professional background variables have also been 
included in some of the recent burnout studies (for a review see Cordes 
and Dougherty 1993) .  Studies that consider the effect of gender on 
burnout often report mixed results (cf. Pretty, McCarthy, and Catano 
1992). Most studies that have considered the effects of age have found that 
y ounger individuals report higher levels of burnout (Cordes and 
Dougherty 1993). In general, research on the effect of personal and profes
sional variables is still in the early stages. 

Consequences 

Most studies of job burnout have focused on burnout antecedents. Of 
the few studies that have analy-.t:ed outcomes, most have focused on some 
aspect of intent to change jobs. In a study of teachers, Jackson et al. ( 1986) 
found that job burnout scores significantly predicted the respondents' pre
ferred job statuses and subsequent thoughts about leaving their jobs. 
Jayaratne and Chess (1984) found similarities in levels of job satisfaction, 
burnout and intent to change jobs among child welfare, community mental 
health, and family service workers. Schwab et al. (1986) found that teach
ers who were experiencing high levels of emotional exhaustion were more 
likely to leave teaching and be absent from work 

Hypotheses 

Hypothesis 1. Emotional exhaustion will be associated with job condi
tions that increase the amount of emotional and physical energy needed to 
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perform the job, specifically role conflict and work load. This hypothesis 
follows from the basic concept of burnout: that involving work and emo
tional involvement lead to emotional exhaustion. 

Hypothesis 2. Feelings of depersonalization will be associated with job 
conditions that place heavy demands on employees emotionally, specifi
cally role conflict and work load. This follows from Maslach and Jackson's 
(1984) argument that depersonalization develops as a coping response to 
work overload. 

Hypothesis 3. Feelings of low personal accomplishment will be associ
ated with job conditions that imply that one's efforts are ineffective, such as 
large amounts of overtime and role conflict. 

Hypothesis 4. Total burnout will be positively associated with role con
flict, heavy work loads, and higher job classification. 

Hypothesis 5. Job satisfaction will be negatively related to role conflict 
and high work loads. This follows from the idea that role conflict and high 
work loads can lead to both high levels of burnout and low levels of satis
faction. 

Hypothesis 6. Burnout will be positively related and job satisfaction 
will be negatively related to a desire to change jobs. This flows from the 
argument that burnout leads to withdrawal behaviors. 

Hypothesis 7. Burnout will be positively related and job satisfaction 
will be negatively related to job search behaviors. 

Hypothesis 8. Burnout will be positively related and job satisfaction 
will be negatively related to absence. 

Method 

This study involved IS professionals working in an applications devel
opment and support capacity. Data were collected from members of a 
regional computer system users' group in the Midwest. These individuals 
are employed by a variety of organizations primarily in private-sec
tor industry, most of which were small- to medium-sized. 

Role stress was measured by the Role Questionnaire (RQ) developed 
by Rizzo et a!. (1970) which has subscales for both role conflict (alpha = 
.84) and role ambiguity (alpha= .85). Although there has been some recent 
criticism of this instrument (ligen and Hollenbeck 1992), it was used in 
this study since it is currently the most widely used measure of role stress. 
Job satisfaction was assessed with the 20-item short form of the Minnesota 
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Satisfaction Questionnaire (MSQ) which is a well-regarded measure of job 
satisfaction (alpha = .88). 

Job burnout was measured with the Maslach Burnout Inventory (MBI) 
(Maslach and Jackson 1986), which has subscales for emotional exhaustion 
(alpha = .87) ,  depersonalization (alpha =.80) ,  and feelings of personal 
accomplishment (alpha = .79). A slight modification was made to clarify the 
questions in an information services setting. Higher scores on the emotional 
exhaustion and depersonalization subscales and lower scores on the per
sonal accomplishment subscale indicate higher levels of burnout (Maslach 
and Jackson, 1986). The questions dealing with personal accomplishment 
were reverse coded to allow the three subscales to be combined for an 
analysis of total burnout and to provide continuity in reporting results. 

Work absence was measured using employees' self-reports of days of 
work missed in the last 12 months. While self-report data are generally con
sidered to be less desirable than company absence records, it is believed 
that since this study also investigated turnover intentions and behaviors, any 
link between employee responses and company records might affect the 
participation rate and accuracy of the responses of the employees. 

Analyses 

A recursive two-equation ordinary least squares regression model (cf. 
Pindyck and Rubenfeld 1981) was used to examine the interrelationships 
between the three subscales of the MBI, job satisfaction, and the hypothe
sized consequences of burnout. The original plan was to also include an 
analysis of total burnout using a composite score from the three subscales. 
Early analysis indicated, however, that the three subscales of the MBI did 
not produce an acceptable alpha reliability (.50) for this group of respon
dents. Thus the three subscales were not combined and instead were used 
separately throughout the analysis. 

The first group of equations utilized the RQ subscales and the 
employee demographic and professional characteristics as independent 
variables. The dependent variables in these equations were each a subscale 
of the MBI and job satisfaction. The predicted values for each were saved 
for use as independent variables for the second series of equations where 
the dependent variables were employee intentions to leave, job search 
behaviors, absence, and tardiness. 

Results 

A total of 71 fully completed questionnaires were returned for a 
response rate of 68%. Of the respondents, 54.9% were male and the mean 
age was 36. On average, the respondents had been in their present position 
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for 3.9 years, with their present employer for 6.2 years, and in the field of 
information services for 1 1.0 years. A majority (69.0%) reported they were 
always assigned to work on more than one project at a time. Over 40% of 
the respondents reported they worked more than 40 hours per week, 
almost every week. A vast majority of the respondents indicated they would 
like to remain in their field. Because the responses to this question were 
highly skewed toward remaining in the field, this question was not used in 
further analysis. While a majority of the respondents also indicated they 
wanted to remain with their present employer, the percentages were not as 
overwhelming and were, thus, included in the analysis. 

Antecedents 

Hypotheses 1 through 5 deal with conditions believed to foster bum
out and low levels of job satisfaction. Due to the low alpha reliability of the 
total MBI score noted earlier, no additional testing was done for Hypothe
sis 4 which dealt with total burnout. The results of these equations are 
shown in Table 1 .  

Hypothesis 1 was tested in the first regression equation, which was 
highly significant (p < .0001) and predicted 39% of the variance in emotional 
exhaustion (F = 5.65) .  Of the variables, frequency of overtime and role con
flict were the most important determinants of emotional exhaustion. 
Respondents who regularly worked more than 40 hours per week and expe
rienced more role conflict were more likely to be emotionally exhausted. 

Hypothesis 2 was tested in a second regression equation, which was 
also highly significant (p < .0001) and predicted 44% of the variance in 
depersonalization (F = 7.10). Again, the most important predictors were 
frequency of overtime and role conflict. In addition, higher level job titles 
were associated with higher levels of depersonalization. While age also 
emerged as a significant predictor in the equation, its impact was very 
small. 

Hypothesis 3 was tested in the third regression equation with the per
sonal accomplishment subscale as the dependent variable; however, this 
equation was not significant (F = 1.41, p = .22). The only variable in this 
equation that proved to be significant was frequency of overtime. Keeping 
in mind that the questions dealing with personal accomplishment were 
reverse coded, the results indicate that persons who more frequently work 
overtime also experience higher levels of personal accomplishment. It may 
be that overtime is required to keep up with a heavy work load and, thus, 
help people to feel like they are getting the job done. 

Hypothesis 5 also produced significant results (p = .0012) and predicted 
31% of the variance in job satisfaction (F = 3.97). The most important 
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TABLE 1 
Regression of the Relationship between Employee Variables and Emotional Exhaustion, 

Depersonalization, Personal Accomplishment and Job Satisfaction 

Coefficient 
Equation of Coe!Hcient Estimate SE 

Emotional Exhaustion 
Overtime frequency .28 .08 3.30" " 
Role conflict .31 . 1 1  2.92"" 
Role ambiguity - . 13 .09 -1 .40 
Multiple projects -.09 . 1 8  -.50 
Job title -.04 .07 -.56 
Age -.02 .02 -1 .47 
Gender . 18  .24 . 74 
Constant 2.70 1.01 2.68"" 

M odel F = 5.65, p < .0001, Multiple R = .62, R' = .39 

Depersonalization 
Overtime frequency .28 .09 3.25° 0 

Role conflict .36 . 1 1  3.30"" 
Role ambiguity .07 .09 . 72 
Multiple projects -.04 .18 -.25 
Job title . 16 .07 2.37" 
Age -.03 .02 -2. 18" 
Gender -.28 .25 -1 .13 
Constant .84 1.03 .82 

M odel F = 7.10, p < .0001, Multiple R = .66, R' = .44 

Personal Accomplishment 
Overtime frequency -.23 .08 -2.81 " .  
Role conflict .06 .10 .56 
Role ambiguity -.05 .09 -.53 
Multiple projects .03 . 1 7  . 15 
Job title . 10  .06 1.64 
Age -4.71 .01 -.32 
Gender .06 .24 .25 
Constant 3.39 .98 3.47• • •  

M odel F = 1 . 4 1 ,  p = . 2 1 ,  M ultiple R = .37, R '  = . 1 4  

Job Satisfaction 
Overtime frequency -.06 .05 -1 . 16 
Role conflict .21 .06 3.59"""  
Role ambiguity -.08 .05 -1 .56 
Multiple projects .09 . 10 .86 
Job title -.02 .04 -.65 
Age -4.75 8.63 -.55 
Gender .21 . 1 4  1.55 
Constant 1 .78 .57 3.14" " 

M odel F = 3.97, p = .0012, M ultiple R = .55, R' = .31 
• p < .05, • •  p < .01, • • •  p < .001 
The table shows unstandardized regression coe!Ticients. 
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predictor in this equation was role conflict, such that respondents who 
experienced higher levels of role conflict were also more dissatisfied with 
their jobs. 

Consequences 

Hypotheses 6 through 8 specified potential consequences of job 
burnout and satisfaction. These hypotheses were tested using a second set 
of least squares regression equations. The predicted values for emotional 
exhaustion, depersonalization, personal accomplishment, and job satisfac
tion from the first set of equations were used as the independent variables. 
The dependent variables for these hypotheses were turnover desire, job 
search behaviors, and absence, respectively. Because none of these equa
tions proved to be significant (and due to space limitations), the specific 
results of the second stage of the regressions will not be presented here. 

Discussion 

Overall, the results of this study are mixed. Organizational, personal, 
and professional variables do appear to work well together to predict emo
tional exhaustion, depersonalization, and job satisfaction. The most impor
tant of these independent variables seems to be overtime frequency and 
role conflict. These results provide support for at least a partial extension 
of traditional burnout theory to professions outside of human services. 

The one dependent variable that the independent variables did not pre
dict well was personal accomplishment. Closer inspection of the correlation 
coefficients revealed that personal accomplishment did not correlate well 
with emotional exhaustion and depersonalization. This also helps to explain 
the low alpha reliability for the total MBI.  It seems that feelings of personal 
accomplishment may be experienced differently for individuals in IS and 
perhaps even for people working outside of human services in general. 

The second group of equations that considered whether predicted 
emotional exhaustion, depersonalization, personal accomplishment, and 
job satisfaction predict a person's desire to change jobs, engage in job 
search behaviors, and absenteeism did not fare well in the analysis, as none 
of these produced significant results. These results may be due to the size 
of the sample, or it may be related to the respondents' perceptions of the 
job market. It may be that given the economy was in a recession at the 
time of the survey, survey participants may have believed they did not have 
many employment options, regardless of their level of unhappiness with 
their current position. This may be compounded by the fact that nearly 
half of the respondents were women. Women may be more reluctant to 
consider changing jobs, especially if a new job would require their spouse 
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to relocate. Clearly, more work in this area is needed to clarify the relation
ships. 

The last equation in this group used predicted emotional exhaustion, 
depersonalization, personal accomplishment, and job satisfaction to predict 
absenteeism. While the results for this equation were nonsignificant, they 
did approach a low level of significance (F = 2.20, p = .0785). The differ
ence in the results may be due to the fact that absenteeism is unrelated to 
an individual's perceptions of other employment opportunities. While non
significant results in general can be disappointing, given that the total MBI 
and especially the personal accomplishment scale did not hold up well, the 
results were not a complete surprise. 

Implications 

While the results of this study were not overwhelming, they do indi
cate that IS professionals who regularly work overtime and experience high 
levels of role conflict are at risk of becoming burned out. While more work 
is certainly needed to better understand the phenomenon 0f job burnout in 
other than human service professions, the results should raise a warning 
flag in organizations. Managers need to become more aware of conditions 
in their organizations and departments that have the potential of stimulat
ing burnout, particularly the frequency and duration of additional hours 
being worked as well as conflicting demands faced by individuals. 

This is especially true in environments where individuals are working 
closely together in teams. A study of role structure as it relates to burnout 
in human services by Leiter and Meechan (1986) found that the more a 
person's social contacts were concentrated within any given work area, the 
more likely that person is to report high levels of emotional exhaustion. It 
follows that as organizations increasingly move toward team-based 
approaches, the group members' interactions will primarily be with other 
members of their team, which, in tum, will likely lead to greater levels of 
emotional exhaustion. 

In addition, teams generally strive for members to share the leadership 
role, resulting in members filling both leader and member roles. Filling mul
tiple roles often leads to increased role conflict and, subsequently, burnout. 
Role conflict is also likely to be higher when employees are faced with con
flicting work and family obligations. This is especially true today as more and 
more employees have dependent care responsibilities, both child and elder. 

With the potential for job burnout seemingly on the rise in organiza
tions, management should become more aware of the situations faced by 
their employees and more proactive with burnout prevention programs. 
Activities such as exercise programs, engaging in hobbies, improved time 



HRM AND EI 19 

management, counseling and personal growth labs are but some of the 
interventions that can be used to reduce burnout (Glogow 1986). Whether 
an employer opts for a full- blown wellness program, sponsors dependent 
care assistance programs, offers time-management training, or simply 
sponsors a softball team, employer awareness and involvement is important 
as organizations look to their employees for increased levels of commit
me:qt and involvement. 

While this study does begin to shed some light on the burnout phe
nomenon outside the human service professions, additional research with 
larger, more diverse populations is needed. Future research should be con
ducted with a variety of professions and team formats. More work is also 
needed to better understand the role of demographic and organizational 
characteristics. Ideally, a longitudinal study that viewed burnout both 
before and after the introduction of teams would be done to more specifi
cally assess the impact of teams on job burnout. 
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Employees' P rocedu ral Justice 
Perceptions of Pay Raise Decisions 

JAMES DULEBOHN AND JOSEPH J. MARTOCCHIO 
University of Illinois 

The promotion of procedural justice or fairness in the workplace is rec
ognized as an integral characteristic of effectively run organizations (Green
berg 1990). Certain organizational activities (e.g., grievance resolution) 
often provide the parties involved with an opportunity to present input that 
is relevant to the decision process. This accommodation has been referred 
to as "voice" (Lind and Tyler 1988) or "process control" (Thibaut and 
Walker 1978). The voice effect has been found to significantly influence 
perceptions of the fairness of the procedures used to decide outcomes and 
satisfaction with the outcomes themselves (Lind and Tyler 1988). 

Procedural justice research has been restrictive in the organization 
activities it has examined. Researchers have concentrated on organizational 
functions that permit input or voice by parties in the procedures utilized to 
reach decisions made on their behalf. As a result of this focus, the voice 
effect "is probably the best documented phenomenon in procedural justice 
research" (Lind, Kanfer, and Earley 1990:952). In contrast, researchers 
have given far less attention to organizational functions that do not allow 
voice. 

Pay represents one of the most important exchange relationships in 
organizations. Perceptions of injustice can occur in any organizational 
exchange relationship and such perceptions are expected to negatively 
affect an employees attitude toward the exchange relationship, the task 
s/he is asked to perform, and toward the person who is responsible for the 
inequitable allocation of rewards (Ajzen 1982). Although employees typi
cally do not have voice in the pay raise decision process, it is logical to 
assume they do make evaluative judgments regarding the fairness of the 
factors considered in the decision process and that these judgments affect 
their attitudes. 
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The study's objective was to examine how employees evaluate the fair
ness of the pay raise decision process-an organizational function where 
they have no voice. The focus of this study was on the factors considered in 
the pay raise decision process itself and not on procedural justice rules 
such as those identified by Leventhal ( 1980) which may or may not charac
terize a particular procedure. Using a policy-capturing approach, the study 
provided a within-subjects assessment of employees' evaluations and judg
ment policy of the fairness of factors used in making a pay raise decision. 
This study was guided partly by prior theory and empirical evidence and 
was exploratory in nature since there has been relatively little research on 
this topic. Moreover, we examined whether there are individual differences 
between employees in their perceptions of procedural justice based on 
characteristics believed to be theoretically relevant. 

Background 

Researchers have identified the factors that superiors generally use in 
making pay raise decisions affecting their subordinates. Sherer, Schwab, 
and Heneman (1987) looked at performance level, tenure, current salary, 
performance consistency, and external job offer and found that perfor
mance level accounted for the largest percentage of variance. Fossum and 
Fitch ( 1985) identified five pay increase decision criteria. Based on their 
results, they ranked the factors in significance as performance level, educa
tion and training, personal need for money, occupational marketability, and 
responsibility. 

While factors typically employed in making pay raise decisions have 
been identified, research has not examined employees' evaluative judg
ments of the fairness of the use of the factors in the pay raise decision 
process. Because of the absence of research and the exploratory nature of 
this study, no specific hypotheses were formulated. Variables were exam
ined that influence perceptions of procedural justice and are likely to differ 
within and between individuals. We selected the within-subjects indepen
dent variables from those factors that researchers have identified supervi
sors as considering when making pay increase decisions. Our criteria in 
selecting the factors was their salience (as indicated by the research) and 
relevance to our organization. The variables selected were performance 
level, effort, responsibility, and need. 

Between-subject variables were selected on the assumption that 
employees will differ in their perceptions of factors on the basis of demo
graphic and attributional characteristics. Procedural justice research has 
examined the influence of perceptions of procedural justice in organizations 
on personal outcomes such as pay satisfaction, organizational commitment 
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(Folger and Konovsky 1989; McFarlin and Sweeney 1992), and job satisfac
tion (McFarlin and Sweeney 1992). These studies have shown that proce
dural justice is strongly related to job satisfaction and organizational com
mitment, while distributive justice is related to pay satisfaction. Thus we 
included these as between-subject factors. 

A fourth factor selected was fairness orientation. The work value of 
fairness, or being impartial and doing what is equitable for all concerned 
(Ravlin and Meglino 1987), may explain differences between employees in 
their perceptions of justice. Instrumental employees are guided less by val
ues such as fairness and more by self-interest (England 1967). Conse
quently, these employees may tend to view the pay raise decision processes 
as less fair because others stand to benefit from the procedures of alloca
tion. 

Finally, the between-subject variables age, gender, and education were 
selected as control variables on the basis of prior research. Prior research 
has noted that men tend to see more procedural justice than women, and 
older employees tend to see more procedural justice than younger employ
ees (McFarlin and Sweeney 1992). Also, we posited that the better edu
cated, because of their typically higher occupational status with increased 
personal control, would be inclined to have higher judgments of proce
dural justice than the less educated. 

Method 

Setting, Subjects, and Procedure 

Surveys were administered to a stratified random sample of employees 
of a large university located in the Midwest. Subjects occupied a wide 
range of service jobs in the university, ranging from clerical to construction 
to supervisory. Average age of respondents was 43.4 years (SD = 9.9), and 
75% were married. Sixty-four percent of respondents were female. Whites 
constituted 95% of the respondents. Respondents' income contributed, on 
average, 67% to the total income of their households. Twenty-eight percent 
of respondents had a high school diploma, 47% had completed an associ
ate's degree or some college, and 21% had at least an undergraduate 
degree. 

Surveys were mailed to employees through campus mail. Participants 
were told in a cover letter that individual responses were completely confi
dential, and they were promised entry into a lottery for cash prizes of $20 
or $100 in return for completing the survey by a specified date. Subjects 
also were asked to sign an informed consent form. Subjects were sampled 
from all departments within the university. The sample consisted of 266 
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respondents who returned completed surveys by the deadline, represent
ing a response rate of 32%. 

Research Design 

A mixed experimental design was used, incorporating both within-sub
jects and between-subjects components (Keppel 1982). The factors we 
manipulated were performance level, effort, responsibility, and need. Each 
factor contained two levels (i .e . ,  it was either considered as part of the 
process of determining a pay raise or it was not considered). The four 
within-subjects independent variables were completely crossed, which per
mitted assessment of the independent effects of each factor on perceptions 
of procedural justice. Crossing the factors resulted in 16 (2 x 2 x 2 X 2) sce
narios which contained all possible combinations of the independent vari
ables, producing orthogonal factors. To assess reliability of the dependent 
variable, two scenarios were replicated. In order to minimize order effects, 
the scenarios were presented in random order. 

Each participant ( i .e . ,  rater) was asked to rate the fairness of the 
process used by Hill's (the employee depicted in the scenarios) supervisor 
in deciding Hill's pay raise. An example of a scenario is provided below: 

Hill's supervisor either included or excluded the following when 
deciding Hill's pay raise. The supervisor took into account the 
amount of effort Hill put forth on the job. The supervisor consid
ered the responsibilities of Hill's job. The supervisor included the 
level of Hill 's performance during the year. The supervisor 
ignored whether Hill's current salary was adequate for Hill's 
household expenses. 

Measures 

Perceptions of procedural justice. Belief about whether the process 
used in deciding Hill's pay raise was fair was operationalized in the follow
ing manner: "How would you rate the fairness of the process used by the 
supervisor in deciding Hill's pay raise?" A six-point Likert-type scale was 
used, and it was anchored by "very unfair" to "very fair." Reliability of the 
dependent variable was calculated by computing reliability coefficients for 
each of the two replicated scenarios and then averaging the two reliability 
coefficients. The reliability estimate of this measure was . 73. 

Organizational commitment. Organizational commitment was mea
sured by the 15-item Organizational Commitment Questionnaire (Mow
day, Steers, and Porter 1979). Reliability for our study was .85. 
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Job satisfaction. Job satisfaction was measured by the 20-item Min
nesota Satisfaction Questionnaire (Weiss, Dawis, England, and Lofquist 
1967). Reliability for our study was .86. 

Pay satisfaction. Pay satisfaction was measured by the 18-item Pay Sat
isfaction Questionnaire (Heneman and Schwab 1985). Reliability for our 
study was .91. 

Fairness orientation. Fairness orientation was assessed by the Compar
ative Emphasis Scale (CES), a survey developed and tested by Ravlin and 
Meglino ( 1987). 

Demographic variables. Information such as organization tenure, age, 
gender, and education were collected from specific questions on the sur
vey. 

Analyses 

The data set used for the analysis was constructed by duplicating indi
vidual difference variables and then appending these to the four within
subject manipulations and corresponding ratings of fairness (18 for each 
individual). Conceptually, duplicating between-subject factors is appropri
ate because a between-subject factor can affect the respondent's reaction 
to each scenario. Statistically, this is appropriate because each reaction to a 
scenario is an independent event, and each event becomes a dependent 
variable (Hays 1988). Since each of the 266 respondents reacted to 18 sce
narios, the sample size used for the analysis was 4,788 ( 18 x 266, less cases 
deleted due to missing values). The problem created when duplicating 
variables is that observations are no longer independent from one another. 
This means that there will likely be a positive correlation between error 
terms (autocorrelation), violating an assumption of ordinary least squares 
(OLS) regression (Kennedy 1985) .  Therefore generalized least squares 
(GLS) was used. GLS produces unbiased estimates of regression parame
ters and error terms and, thus, is well-suited to deal with autocorrelated 
errors (Hanushek and Jackson 1977). 

Results 

Table 1 displays the GLS results for the pooled sample. With the 
exception of effort, the factors of responsibility, performance level, and 
need influenced perceptions about procedural justice. As expected, the 
attitudinal factors job satisfaction, pay satisfaction, organizational commit
ment, and fairness orientation explained a significant amount of variance in 
perceptions of procedural justice. Among the demographic factors, only 
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TABLE 1 

Analysis of Covariance Results (Generalized Least Squares Estimates) 

Source 

Between-Su0ect Factors 

Education 
Age 
Sex 
Pay satisfaction 
Job satisfaction 
Organizational commitment 
Fairness orientation 

Within-Suqect Factors 

Effort 
Responsibility 
Job performance 
Need 
Explained 
Residual 
Total 

Sum of 
Squares 

2.01 
12.23 

1.04 
36.57 

7.73 
6.27 

26.31 

1.63 
1423.47 
2155.34 
1106.25 
5231.76 
4674.77 
9936.53 

• p < .05; • •  p < .001; • • •  p < .0001 

DF 

1 
1 
1 
1 
1 
1 

1 
1 
1 

1 1  
4546 
4557 

F 

1.96 
1 1 .90""  

1 .01 
35.56"" "  

7.52" 
6.10" 

25.5s· · · 

1.59 
1384.25"" "  
2095.97"""  
1075.78" " .  
465. 17" " "  

Ome�a 
Squared 

0.0030 
0.0025 
0 
0.0017 
0 
0.0031 
0.001 1 

0 
0.1414 
0.2151 
0.1094 
0.5276 

age significantly influenced perceptions of procedural justice. Specifically, 
older employees were significantly more likely to judge that the procedures 
used to make pay raise decisions were fair. To the contrary, there was not a 
significant difference in justice perceptions based on either education or 
sex. 

Table 1 also shows omega squared codficients, which indicate the rela
tive strength of the effects (Keppel 1982). While the coefficients appear 
small, several points should be kept in mind. First, omega squared coeffi
cients do not have a comparable interpretation to r, and, in fact, are always 
less than r2 (Keppel 1982). Second, since the distributions of omega 
squared coefficients are unknown, it is impossible to make a conclusive 
judgment of how big or small each coefficient is. The interpretation of each 
coefficient is bound to the sample from which it was derived. Third, the 
coefficients are best used to compare the relative strength of effects within 
a sample. Cohen ( 1977) suggests that a "small" effect in the behavioral and 
social sciences is a value of .01, a "medium" effect is .06, and a "large" effect 
is .15. To that end, it is clear that perfonnance level exceeds the convention 
for "large" effects, and both responsibility and need exceed the convention 
for "medium" effects. The omega squared coefficients for all the between
subjects factors fell short of the convention for "small effects." 
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Discussion 

This study examined how employees evaluate the fairness of factors 
used in the pay raise decision process. The results of the analysis on per
ceptions of the procedural fairness of pay raise decisions were consistent 
with past research. As noted, performance level, responsibility, need, pay 
satisfaction, job satisfaction, fairness orientation, and age were all signifi
cant in explaining variance in the model. Among the significant effects, 
performance level, responsibility, and need exerted the most noteworthy 
influence on perceptions of procedural justice. The relatively stronger 
effect of pay satisfaction as compared to organizational commitment dif
fered from prior expectations and evidence (Folger and Konovsky 1989). 
The results also revealed that fairness orientation explained perceptions of 
procedural justice. This finding represents a contribution since fairness ori
entation has not been examined in employees' perceptions of procedural 
justice. 

The results indicate that employees differ in their valuations of the 
procedural justice of the factors used in the pay raise decision process. Sci
entifically, this is an important finding in that previous procedural justice 
research has focused on the antecedents and the effects of procedural jus
tice rather than on whether individuals differ in their perceptions of proce
dural justice (Lind and Tyler 1988). This finding provides the rationale for 
further investigation into what between-subject factors distinguish groups 
of individuals in their perceptions of procedural justice. 

Practically, the significance of the between-subjects factors indicates 
differences that should be recognized by union leaders and managers in 
their dealings with employees. For instance, since age is related to percep
tions of procedural justice, younger employees (more so than older employ
ees) may need to receive fuller explanations of procedures used. Research 
has shown that judgments of procedural justice are affected by the ade
quacy with which formal decision-making procedures are explained and 
that adequate explanations of the basis for the decisions have been found to 
enhance perceptions of the fairness of the procedures (Greenberg 1990). 
Second, the results indicate the strong effect of pay satisfaction on percep
tions of procedural justice. Consequently, employees who are dissatisfied 
with their pay are more likely to view the pay raise decision process as being 
unfair, possibly even in the event of objectively fair pay procedures. 

The preponderance of significant results in this exploratory study sup
ports the need for further research in perceptions of fairness in procedures 
where employees have no voice. While the factors examined in this 
research accounted for a significant proportion of variance in procedural 
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justice perceptions (omega squared = .5276), these results also indicate 
that other factors exist that contribute to procedural justice perceptions. 
Accordingly, we encourage researchers first to develop viable alternative 
nomological nets for the construct of procedural justice. Then research 
should test these theories. 

In conclusion, the present study identified both within- and between
subject factors that contribute to judgments about the procedural justice of 
pay raise decisions-an organizational function in which employees have 
no voice. Several within- and between-subject influences were found to 
contribute to the judgment of procedural justice. The large main effects 
found in this exploratory study support the need for further research. 
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Col lective Voice and Employee 
Absenteeism : A Review 

ANDREW A. LUCHAK 
Merrwrial University of Newfoundland 

IAN R. GELLATLY 
The University of Lethbridge 

One of the most influential accounts of collective bargaining as a 
method of dispute resolution in North American industrial relations during 
the 1980s was the exit-voice framework (Freeman and Medoff 1984) .  
Adapted from the initial work of Hirschman (1970) , this framework argues 
that there are two principal methods by which employees resolve employ
ment disputes. First, there is the method of "exit-and-entry" by which 
employees leave less desirable for more desirable jobs. Second, there is the 
method of "voice" by which employees, individually or collectively, attempt 
to resolve an employment dispute through direct communication with the 
employer. Individual voice may be exercised through such actions as speak
ing up or complaining. One of the more notable vehicles for the expression 
of collective voice in modem society is collective bargaining. Voice through 
collective rather than individual bargaining is argued to be more effective 
at resolving employment disputes, because formal organization, backed by 
the force of law, provides employees with an important source of power 
that permits them to ( 1 )  express discontent without fear of reprisal, (2) 
establish more favorable work conditions, and (3) challenge violations of 
established rights (Freeman and Medoff 1984:8-11) .  

Employees may respond to employment disputes in ways other than 
by quitting or voicing their concerns. Absenteeism as a form of withdrawal 
behavior is one potential response. If the exit-voice framework is generaliz
able as a theory of dispute resolution, employees having access to collective 
voice should make relatively less use of absenteeism as a form of temporary 
withdrawal because the collective voice mechanism should better address 
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those sources of workplace discontent that might otherwise find expression 
through absenteeism behavior. Freeman and Medoff (1984) never applied 
the exit-voice framework to acts of employee absenteeism; however, subse
quent studies have examined the effects of unions and/or collective bar
gaining processes on absenteeism in related (Allen 1984; Leigh 1984; 
Markham and Scott 1985; Wilson and Peel 1991) or other contexts (Allen 
1981a, 1981b; Leigh 1981, 1986). This research has generally failed to pro
vide the negative relation predicted by the exit-voice framework. Rather, 
unionized workers have been found to have significantly higher (Allen 
1984) or not significantly different (Leigh 1984; Markham and Scott 1985; 
Wilson and Peel 1991) levels of absenteeism or absence rates in compari
son to their nonunion counterparts. It is the thesis of this paper that this 
lack of support in the absenteeism literature can be attributed to important 
theoretical and empirical limitations in the application of the exit-voice 
framework to this topic. These limitations make any generalizations about 
the relationship of collective voice to acts of employee absenteeism of 
doubtful validity. This paper identifies these limitations and makes recom
mendations for stronger tests of the collective voice hypothesis through an 
integrative analysis of behavioral theory and research on employee 
responses to dissatisfaction on the job. 

Theoretical Problems 

There are two important theoretical limitations in the application of 
the exit-voice framework to the study of employee absenteeism. First, 
absenteeism cannot easily be classified as a form of either exit or voice. 
Second, the exit-voice framework devotes limited attention to the condi
tions under which voice mechanisms might not work and the consequences 
of such failings for employee behavior. 

Absence as Exit or Voice? 

Exit refers to a direct attempt to permanently withdraw from an unde
sirable work environment, whereas voice is a direct and constructive 
attempt to change a dissatisfying work situation from within. A close exami
nation of the concept of absenteeism, however, reveals that this concept 
cannot easily be classified as a pure form of either exit or voice (Allen 1984). 
What is unclear is the extent to which personal, work, and nonwork factors 
underlie the absenteeism decision. This ambiguity in the literature leads to 
problems in classifying absenteeism as exit or voice. On the one hand, 
absenteeism is like exit in that it represents an attempt to avoid an unpleas
ant work situation, but it is unlike exit in that it offers no immediate solution 
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to the employee's problem. On the other hand, absenteeism is like voice in 
that it communicates information to the employer, but it is unlike voice in 
that the form of communication provided is indirect and hard to discern 
given the many things that absence can mean. The failure to properly clas
sify absenteeism reduces the predictive power of the exit-voice framework. 

When Collective Voice Fails: Determinants and Consequences 

The argument that collective voice is more effective than individual 
voice is rooted in the assumption that collective voice institutions safeguard 
dissenting employees from the fear of job loss (Freeman and Medoff 1984:9). 
But while unions provide employees with important substantive and proce
dural safeguards against fear of job loss, such protections are by no means 
absolute. For example, the well-entrenched model of residual management 
rights vests in management the right to act unilaterally, except as specifically 
limited by a collective agreement (Brown and Beatty 1992). Also, there is a 
growing body of research on the consequences of use of grievance proce
dures which shows that both union (Klaas and Di Nisi 1989; Lewin and 
Peterson 1988) and nonunion (Lewin 1987) employees who file grievances 
face retaliatory action from immediate supervisors in the form of lower per
formance ratings and promotion rates. These examples suggest paths by 
which collective voice institutions might fail to perform their dispute resolu
tion functions effectively. But the exit-voice framework does not speak to 
these issues. Rather, if collective voice fails, unsatisfied employees are 
assumed to eventually exit the firm. Exit, however, may not always be a viable 
option for disgruntled employees with little or no meaningful opportunities 
to exercise effective voice, particularly where few good alternative jobs exist. 

Empirical Problems 

The uneasy application of the exit-voice framework to the study of 
employee absenteeism is compounded by the empirical literature on this 
same topic. Most notable in this regard are the limitations relating to the 
operationalization of absenteeism and collective voice criteria. 

Methodological Problems with Absenteeism Criteria 

Empirical studies that have examined the effects of collective voice on 
employee absenteeism have generally failed to, first, maintain a distinction 
between voluntary and involuntary absenteeism and, second, to recognize 
that absenteeism is but one behavioral response to undesirable work condi
tions. 

With respect to the first point, while the literature generally recognizes 
that it is absenteeism as a form of temporary withdrawal that the exit-voice 
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framework is attempting to predict, this dimension of voluntary absen
teeism has rarely been measured as such. Rather, exit-voice studies of 
absence repeatedly use definitions of absence that intermingle or are 
unable to dissociate voluntary from involuntary forms of absence (Allen 
1984; Leigh 1984; Markham and Scott 1985; Wilson and Peel 1991). For 
example, absence has been measured in terms of (1)  a dichotomous mea
sure indicating whether absent or not (Leigh 1984), (2) absence duration 
(Leigh 1981, 1986; Wilson and Peel 1991), and (3) absence rates (Allen 
1981a, 1981b, 1984; Markham and Scott 1985). This limitation in the liter
ature is important because while collective voice institutions may be 
expected to reduce absenteeism due to temporary withdrawal, they may 
have an opposite effect on other forms of voluntary absence, as well as 
involuntary absences (Allen 1981a, 1981b; Leigh 1981, 1986). 

With respect to the second point, the exit-voice literature has generally 
failed to operationalize other behavioral responses to perceived inequity at 
work. These other employee responses to dissatisfaction might include 
lateness, shirking, or sabotage (Farrell and Rusbult 1992; Rusbult and 
Lowery 1985; Rusbult, Farrell, Manious and Rogers 1988). This limitation 
in the literature is important because each of these behaviors are, to vary
ing degrees, substitutable responses to sources of inequity in the work
place. A failure to control for these alternatives will attenuate the variance 
explained by any collective voice-absence relationship. 

Methodological Problems with Collective Voice Criteria 

Most studies examining the effects of collective voice on absenteeism 
operationalize collective voice through a union status measure (Allen 1984; 
Leigh 1984; Markham and Scott 1985; Wilson and Peel 1991). However, 
union or collective agreement status measures of collective voice fail to 
capture the many alternative ways in which unionization and collective bar
gaining can influence workplace absenteeism (Allen 1984; Leigh 1981 ,  
1984, 1986). First, unions may be expected to respond to the preferences 
of older, less mobile workers who may be less likely absent because of the 
higher opportunity costs of discharge at older age. Second, unions can in
crease or decrease absence through the offsetting income and substitution 
effects that accompany the well-known union impact on wages. Third, 
unions may influence absenteeism through their impact on fringe benefits. 
For example, sick-leave benefits may be expected to increase absenteeism 
by reducing the opportunity costs of this same behavior. Fourth, unioniza
tion may reduce managerial flexibility in scheduling work, thus increasing 
the likelihood that absence is used as a substitute for individual preferences 
for more flexible work hours. Fifth, unionization may be associated with 
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greater absenteeism if management response effects to unionization such as 
the substitution of capital or non unionized personnel for unionized labor, is 
perceived as a violation of the wage-effort bargain. Sixth, the greater due 
process and substantive rights of unionized employees in the area of disci
pline and discharge may increase absence behavior in unionized firms if 
these greater rights increase the difficulty of dismissing employees who, 
among other things, are habitually absent. Finally, unions may use absen
teeism as a tactic of dispute resolution where the costs of absence as such 
are low relative to available alternatives. These alternative mechanisms by 
which unions can influence absenteeism introduce too much measurement 
error in estimates of collective voice effects on employee absenteeism. 

Integration with Behavioral Research 

Behavioral research on the cognitive and behavioral reactions of 
employees to dissatisfaction at work can usefully be integrated into the 
exit-voice research on absenteeism in order to address some of the above
noted limitations in the literature. 

First, the behavioral literature has recognized the unique character of 
absenteeism as a response to dissatisfaction at work by treating it as a sepa
rate response to exit and voice behaviors (Farrell 1983; Farrell and Rusbult 
1992; Rusbult and Lowery 1985; Rusbult, Farrell, Manious and Rogers 
1988; Withey and Cooper 1989). In this literature, absenteeism forms part 
of the broader construct of neglect, which reflects a set of behaviors 
directed at restoring equity to the wage-effort bargain through activities 
generally unsupportive of the employment relationship such as reduced 
effort. This is an important source of integration for traditional exit-voice 
analysis because it makes explicit a route through which voice institutions 
might fail or perform their functions ineffectively. In particular, the neglect 
concept offers the potential of moving traditional exit-voice analyses away 
from the assumption that unsatisfied voicers will eventually leave the firm 
and opens up the possibility that such employees may choose neglectful 
options, particularly where both exit and voice costs are high. 

Second, while recognizing the limitations in present research's ability to 
measure voluntary forms of absence, the behavioral literature cogently 
argues that it is the pattern of such absences that may be the most relevant 
indicator of this form of absence. Specifically, this literature concludes that 
measures of absence frequency (e.g., separate incidents) best reflect volun
tary or culpable absence (Chadwick-Jones, Brown, Nicholson, and Sheppard 
1971; Hackett and Guion 1985; Hammer and Landau 1981 ;  Muchinsky 
1977), whereas measures of absence duration (e.g. , total days) best re
flect involuntary or nonculpable absences (e.g., Chadwick-Jones, Nicholson, 
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and Brown 1982; Hackett and Guion 1985). In the absence of more discrim
inating measures of voluntary and involuntary absence, future exit-voice 
studies should use frequency measures as the best approximation of volun
tary absence. 

Third, the behavioral literature recognizes the potential threats to the 
individual of engaging in alternative responses, including collective voice 
by explicitly modeling employee's instrumentality perceptions of exit, voice, 
and other response mechanisms {Farrell and Rusbult 1992; Rusbult and 
Lowery 1985; Rusbult, Farrell, Manious and Rogers 1988; Withey and 
Cooper 1989). Thus, for example, employees who face high exit costs or 
risk an adverse response from supervisors for using a formal complaint pro
cedure are much less likely to use exit and voice responses, respectively 
(Withey and Cooper 1989). Where existing mechanisms are considered 
ineffective or the perceived costs of using same are high, employees are 
more likely to respond to frustration in the employment exchange by 
reducing effort through neglect. The behavioral research has modeled 
these types of effects in terms of voice costs (Withey and Cooper 1989), 
employee attitudes toward the instrumentality of their grievance procedure 
(Allen and Keaveny 1985), and the approachability of their supervisor 
{Saunders, Sheppard, Knight, and Roth 1992) .  Generally, the research 
finds the expected negative relation between the instrumentality of the 
voice mechanism used and absenteeism or neglectful behavior. Again, this 
approach provides an improvement over traditional exit-voice analysis 
because rather than assuming away the issue, attention is focused on 
whether in fact voice provides an effective remedy to a workplace dispute. 

Conclusions 

Applications of the exit-voice framework to the study of employee 
absenteeism do not generally support the hypothesis that collective voice 
institutions reduce the use of absenteeism as a form of temporary with
drawal behavior. This lack of empirical support has much to do with a 
number of important theoretical and empirical limitations in the concep
tion and operationalization of the exit-voice framework itself. These short
comings in the literature can be overco.me by adopting a broader exit
voice-neglect framework which better accounts for the range of collective 
and individual employee behavioral responses that may emerge in response 
to workplace problems. 

References 

Allen, Robert E. ,  and Timothy J. Keaveny. 1985. "Factors Dillerentiating Grievants and 
Non-Grievant�." Hurrum Relations, Vol. 38, no. 6, pp. 519-34. 



36 IRRA 47TH ANNUAL PROCEEDINGS 

Allen, Steven G. 1981a. "An Empirical Model of Work Attendance." Review of Econom
ics and Statistics, Vol. 63, no. 1 (February), pp. 77-87. 

----:-· 1981b. "Compensation, Safety, and Absenteeism: Evidence from the Paper 
Industry." Industrial and Labor Relations Review, Vol. 34, no. 2 (January), pp. 207-
218. 

----.,--· 1984. "Trade Unions, Absenteeism, and Exit Voice." Industrial and Labor 
Relations Review, Vol. 37, no. 3 (April), pp. 331-345. 

Brown, Donald J. ,  and David M. Beatty. 1992. Canadian Labour Arbitration. 3rd ed. 
Aurora: Canada Law Book. 

Chadwick-Jones, J .K. ,  C.A. Brown, N. Nicholson, and C. Sheppard. 1971. "Absence 
Measures: Their Reliability and Stability in an Industrial Setting." Personnel Psy
chology, Vol. 24, pp. 463-70. 

Chadwick-Jones, J.K., N .  Nicholson, and C.A. Brown. 1982. Social Psychology of Absen
teeism. New York: Praeger Publishers. 

Farrell, Dan. 1983. "Exit, Voice, Loyalty, and Neglect as Responses to Job Dissatisfac
tion: A Multidimensional Scaling Study." Academy of Management Journal, Vol. 26, 
pp. 596-607. 

Farrell, Dan, and Caryl E. Rusbult. 1992. "Exploring the Exit, Voice, Loyalty, and 
Neglect Typology: The Influence of Job Satisfaction, Quality of Alternatives, and 
Investment Size." Employee Rights and Responsibilities Journal, Vol. 5, no. 3, pp. 
201-18. 

Freeman, Richard B., and James L. Medoff. 1984. What Do Unions Dor New York: 
Basic Books. 

Hackett, R.D., and R.M .  Guion. 1985. "A Reevaluation of the Absenteeism-Job Satisfac
tion Relationship." Organizational Behaviour and Hmrum Decision Processes, Vol. 
.'35, pp. 340-81 . 

Hammer, Tove H. ,  and Jacqueline C. Landau. 1981 .  "Methodological Issues in the Use 
of Absence Data." journal of Applied Psychology. Vol. 66, pp. 574-81.  

Hammer, Tove H. ,  Jacqueline C. Landau, and Robert N .  Stern. 1981.  "Absenteeism 
When \Vorkers Have a Voice: The Case of Employee Ownership." Journal of 
Applied Psychology, Vol. 66, pp. 561-73. 

Hirschman, Albert 0. 1970. Exit, Voice, and Loyalty. Cambridge: Harvard University 
Press. 

Klaas, Brian S., and Angelo De Nisi. 1989. "Managerial Reaction to Employee Dissent: 
The Impact of Grievance Activity on Performance Ratings." Academy of Manage
ment Journal, Vol. 32 (December), pp. 705-17. 

Leigh, J. Paul. 1981. "The Effects of Union Membership on Absence from Work Due to 
Illness." Journal of Labor Research, Vol. 2, no. 2 (Fall), pp. 329-.'36. 

____ . 1984. "Unionization and Absenteeism." Applied Economics, Vol. 16, no. 1, 
pp. 147-57. 

____ . 1986. "Correlates of Absence from Work Due to Illness." Hunum Relations, 
Vol. .'39, no. 1 ,  pp. 81-100. 

Lewin, David. 1987. "Dispute Resolution in the Non-union Firm: A Theoretical and 
Empirical Analysis." Journal of Conflict Resolution, Vol. 31 (September), pp. 465-
502. 

Lewin, David, and Richard B. Peterson. 1988. The Modem Grievance Procedure in the 
United States. \\1estport, CT: Quorum Books. 

Markham, Steve, and K. Dow Scott. 1985. "Controlling Absenteeism: Union and Non
union Differences." Personnel Administrator, Vol. 30, no. 2 (February), pp. 87-102. 



HRM AND EI 37 

Muchinsky, P.M.  1 977. " Employee Absenteeism: A Review of the Literature." journal of 
Vocational Behavirmr, Vol. 10, pp. 316-40. 

Rusbult, Caryl E . ,  Dan Farrell, A.G. Manious III ,  and G. Rogers. 1988. "Impact of 
Exchange Variables on Exit, Voice, Loyalty, and Neglect: An Integrative Model of 
Responses to Declining Job Satisfaction." Academy of Management Journal, Vol. 31,  
no. 3, pp. 599-627. 

Rusbult, Caryl E . ,  and David Lowery. 1985. "When Bureaucrats Get the Blues: 
Responses to Dissatisfaction among Federal Employees."  Jortrnal of Applied Social 
Psychology, Vol. 15, pp. 80-103. 

Saunders, David M . ,  Blair H. Sheppard, Virginia Knight and Jonelle Roth. 1 992. 
"Employee Voice to Supervisors." Employee Rights and Responsibilities Journal, 
Vol. 5, no. 3, pp. 241-59. 

Withey, Michael J., and William H. Cooper. 1989. "Predicting Exit, Voice, Loyalty and 
Neglect." Administrative Science Quarterly, Vol. 34, pp. 521-39. 

Wilson, Nicholas, and Michael J. Peel. 1991 . 'The Impact on Absenteeism and Quits of 
Profit-Sharing and Other Forms of Employee Participation." Industrial and Labor 
Relations Review, Vol. 44, no. 3 (April), pp. 454-468. 



D ISCUSS ION 

DEBRA J. COHEN 
George Washington University 

Human resource management and employee involvement is a fairly 
broad topic. In reviewing the three papers for this session, a more descrip
tive and narrow theme than the session title was sought. The exit, voice, 
loyalty, and neglect framework seems to be the best common denominator 
for all three papers. The exit, voice, and loyalty concept was first discussed 
by Hirschman in 1970, and the concept of neglect appears to have been 
introduced about 15 years later and described in a study by Farrell and 
Rusbult (1985). This categorization can be summed up clearly by visualiz
ing a 2 x 2 matrix of the variables. 

According to Farrell and Rusbult ( 1985), behaviors can be either con
structive or destructive, and the concepts of voice and loyalty fall in line 
with being constructive, while exit and neglect can be more destructive. In 
addition, these responses can be viewed as either active or passive-with 
voice and exit viewed as active, and loyalty and neglect viewed as passive. 
These categorizations make sense when one thinks of the definitions of the 
terms. Neglect has to do with reduced contact and interest in the job, 
while loyalty has to do with one's intentions to stay in the organization. Exit 
can be viewed as individuals leaving the organization, and voice occurs 
when individuals articulate problems or concerns in hopes of changing var
ious consequences or outcomes. Using these four concepts but primarily 
that of voice, it is now possible to discuss each of the three papers. 

Luchak and Gellatly present a nice discussion of absenteeism but could 
perhaps take the discussion a bit further. In presenting their initial frame
work, they concentrate on the exit-voice categorization and then treat neglect 
almost as a new concept. Since neglect has been in the literature since at 
least 1985 (Farrell and Rusbult 1985), this is perhaps a bit misleading. 

To begin with, Luchak and Gellatly may wish to incorporate a more 
thorough discussion of absenteeism and its consequences to organizations. 
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First, some statistics regarding the costs and high incidence of absenteeism 
may help strengthen the paper. For example, Rhodes and Steers ( 1990) 
have quoted absenteeism figures of $40 billion in costs to U.S. business 
and $12 billion to Canadian businesses. Other statistics show that the aver
age estimate of absenteeism in the U.S. was 4.7%. While many causes of 
absenteeism are justifiable, these figures imply tremendous disruption and 
costs to organizations. A discussion of some of the costs and subsequent 
consequences to organizations might help frame the need to investigate 
absenteeism. 

Second, the paper may also benefit from a discussion of the relationship 
between absenteeism rates and an organization's absenteeism policy. In 
other words, how an organization addresses absenteeism with respect to 
overall policies and benefits may have an impact on how employees respond. 
For example, a 1991 study by Dalton and Mesch found that there was a rela
tionship between how much absenteeism the organization experienced and 
their policy regarding absenteeism. Other issu55 such as correlations 
between age and absenteeism may also be beneficial to explore. A general 
discussion of absenteeism without connecting it to the larger organization or 
to other organization factors, such as changing demographics, does not con
vince the reader that absenteeism is an important topic to be explored. 

In the conclusion of the paper, the authors suggest a stronger integra
tion with behavioral research. This is an excellent suggestion, but they 
need to take this idea much further. There is additional literature that 
could be cited and additional concepts which could be explored. A few 
additional suggestions: First, a straightforward model might be offered to 
put their discussion of absenteeism in a stronger framework. Second, 
testable hypotheses might be presented as well as some ways to opera
tionalize a study to test their ideas. 

Luchak and Gellatly are entirely correct when they say that absen
teeism is not easily classified as either exit or voice, but why not consider it 
to be both? Absenteeism can be both constructive and in some ways 
destructive. In addition, it may be both an active and a passive response. It 
is also entirely possible that such things as "voice" may actually be a cause 
of absenteeism, not just a partial way of explaining it. 

The paper by DeMarr can also be fit, to some extent, in the exit, voice, 
loyalty, and neglect framework. Burnout may cause all of these responses 
in individuals. Moreover, burnout may be categorized as being both con
structive and destructive. The negative or destructive consequences of 
burnout (and stress) are widely known, but it may be that burnout itself 
causes constructive behaviors to occur (both in the individual and organiza
tion) in order to address the consequences of burnout. In addition, it may 
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be possible to use the concept of "voice" in a positive way in organizations, 
such that burnout is avoided or minimized. 

Beyond the connection of burnout and satisfaction concepts to the 
exit, voice, loyalty, and neglect framework, there are several other points to 
be made about this paper. First, what is the connection between stress and 
burnout? While burnout may be a severe form of stress, DeMarr may wish 
to put a clear distinction in the body of the paper. Since the antecedents, 
psychological reactions, and many of the consequences appear to be the 
same from the stress literature, this very literature may be used to 
strengthen the beginning of the paper. In fact, the conclusions drawn by 
DeMarr about "reducing stress" almost seem contradictory when the stress 
literature is absent at the beginning of the paper. 

Second, the conclusion of the study-that overtime and role conflict 
cause burnout-seems almost too basic. As a result, the "so what" question 
emerges. Yes, this is a different sample of individuals than may have been 
previously used, but how is the IS professional distinguished from any 
other professional group, such as managers or air traffic controllers, who 
have had extensive studies performed and analyzed in the stress literature? 
An additional distinction that may add to the discussion here covers the lit
erature of Type A and Type B personalities. The primary question that 
needs to be answered is, What does this study add to what is known? 

DeMarr could approach this question in two ways. First, she makes a 
very good point when she discusses the issue of teams. She could take this 
discussion further and explore the impact that team evaluation or work 
teams might have on individual stress and subsequent burnout. In other 
words, the concept of teams as it relates to burnout (perhaps with the IS 
professional or others) may be the "hook" that is needed to set this 
research apart and add a new dimension to the literature. 

A second way to reframe the discussion may be to bring in the dimen
sion of voice, which was mentioned earlier. If role conflict and role ambi
guity are two of the major causes of burnout, then perhaps it is possible 
through voice to avoid some of the conflict and ambiguity. This may be an 
interesting dimension to test or at least an interesting concept to use as an 
explanation for why burnout is different for IS professionals, or how what 
is learned from them can be applied elsewhere. 

The final paper of the session, presented by Dulebohn and Martoc
chio, also fits nicely into the "voice" categorization. Although they draw on 
a different literature to discuss their premise that voice impacts percep
tions of fairness with regard to pay, the concept of voice-that people artic
ulate their views to have an impact in their organization-fits nonetheless. 
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Dulebohn and Martocchio state that no voice in the procedure has a 
negative impact on the perception of fairness. The same may be true of 
collective voice, as in the Luchak and Gellatly paper, with regard to other 
policy issues such as absenteeism. This may be an extension of the idea that 
collective voice will represent the preferred perception of employees for 
certain issues. For example, while an organized union may bargain for 
wages and benefits, employee participation practices such as asking for 
input from employees about how pay raises should be implemented may 
represent similar "voice" concepts. 

It is certainly true that even with no voice, employees may have differ
ent perceptions (both positive and negative) of issues such as procedural 
justice, but the presence or absence of input opportunities will surely have 
an impact. It might be interesting for the authors to explore both the con
structive and destructive behaviors that could result from employee per
ceptions of procedural fairness, as the exit, voice, loyalty, and neglect litera
ture suggests. Moreover, both active and passive responses to perceived 
procedural fairness in pay raise decisions may also be identified. 

The exit, voice, loyalty, and neglect framework can be used to explore 
or explain a variety of human resource and industrial relations issues. 
Absenteeism, burnout, and perceived procedural justice regarding pay 
raises are but three issues that may benefit from such a discussion. 
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DISCUSSION 
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The paper by Dulebohn and Martocchio makes a useful contribution 
to the study of employee reactions to pay systems. It provides preliminary 
insights into which factors affect how employees judge the fairness of crite
ria used to determine pay raises. In my view, the most interesting aspect of 
this study, which I would have liked the authors to discuss in more detail, is 
finding that none of the omega squared statistics for individual differences 
(between-subject) factors exceeded 0.005! This result suggests the possibil
ity of some "universal" values (at least in their sample) that employees use 
to judge the fairness of pay raise criteria. Moreover, in contrast with the 
meritocratic culture promoted by most American organizations, this study 
suggests that employees think financial need is a legitimate criterion, in 
addition to performance and responsibility, when deciding pay raises. 

I have three suggestions for this paper. First, the authors should 
explain why they think subjects will recognize "effort," "performance," and 
"responsibility" as distinct, independent criteria that enter into pay raise 
decisions. Second, the authors could acknowledge the difference between 
statistical and practical significance. This is particularly important given the 
large sample size (N = 4788) in their synthetic data set. Statistics that mea
sure the amount of variance explained, such as the omega squared indices 
they report, depend on the sample variance in the dependent variable. 
These statistics may not indicate the "effect" of independent variables on 
the dependent variable. To better describe the practical significance of 
each independent variable, the authors may consider analyzing "effect 
sizes" defined as the difference in predicted values for the dependent vari
able which is associated with the range of scores for each explanatory vari
able (cf. Champoux and Peters 1987). Third, I would like to see stronger 
evidence for the lack of individual differences in fairness policy (assuming 
that is the case). I suggest the authors expand their model to include some 
cross-product terms representing the interaction between individual differ
ences (between-subject variables) and pay raise criteria (within-subject 
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variables). Such interactions would allow this study to examine whether job 
satisfaction (pay satisfaction, organizational commitment, ancl!or fairness 
orientation) moderates how fair employees think it is to use "performance" 
(or "need") as a criterion when deciding pay raises. 

The paper by DeMarr exemplifies two areas with potential value for 
future research. First, the paper examines whether the construct of job 
burnout applies outside the human service (helping) professions. Second, it 
reminds us of the importance of studying individuals with a common pro
fession-information technology in this case. However, the paper's topic 
should be adjusted because it only reports statistical results concerning the 
antecedents of job burnout. By focusing solely on the antecedents of 
burnout, the author could better develop the text. I would like to see the 
introduction ancl!or theory sections revised to provide explicit rationales for 
key considerations and hypotheses. Among other issues, the author could 
explain in more detail how the three facets (subscales) of the job burnout 
construct, especially the one labeled "depersonalization," apply to profes
sions outside human services, such as the information technology people 
she studies. The revised theoretical section could also include a detailed 
rationale for using role ambiguity, in addition to role conflict, as an 
antecedent for job burnout. Moreover, the theoretical part of the paper 
should also explain the nature of the variable termed "job classification" 
and the mechanism through which it affects job burnout. I would also like 
to see an operational definition for each variable in the model including 
"overtime frequency," "multiple projects," and "job title." 

DeMarr's paper is based on a multivariate model. Figure l describes 
the concurrent effect of the same set of antecedent factors on job satisfac
tion and on each of three facets of job burnout. Therefore the paper should 
analyze the covariance structure for all the variables included in the model. 
I would like to see a revised results section that includes a table with corre
lations among all variables measured in the study. Such correlations would 
support the discriminant validity of job burnout relative to job satisfaction. 
Moreover, to better test the model portrayed in Figure 1, the paper should 
apply some multivariate technique, such as path analysis or multivariate 
regression analysis, which recognizes that job satisfaction and the three 
burnout facets are correlated and respond to the same set of independent 
variables. 

References 

Champoux, J. E. ,  and W S. Peters. 1987. "Form, Effect Size, and Power in Moderated 
Regression Analysis." journal iifOccupational Psychology, Vol. 60, pp. 243-55. 



I l l .  RETI REMENT TRENDS AND 

P ROSPECTS IN TH E N EXT CENTURY 

Older U nion and Nonunion Workers 
and thei r Jobs i n  the Health and 

Reti rement Su rvey 

ALAN L. GUSTMAN 
Dartmouth College and NBER 

OLIVIA S. MITCHELL 
University of Pennsylvania 

THOMAS L. STEINMEIER 
Texas Tech University 

Researchers from a consortium of government and academic institu
tions across the country recently collaborated to mount the first wave of a 
unique, new longitudinal survey of older Americans known as the Health 
and Retirement Survey (HRS). This study, which focuses on people age 51-
61 years old in 1992 and follows them through time, supplies a host of new 
insights into older workers' labor market successes and failures and the 
rewards and problems they face on the job. It also provides information of 
interest to industrial relations researchers on the benefits and job character
istics of union and nonunion workers who are approaching retirement age. 

This paper uses data from Wave 1 of the HRS to describe some early 
findings about the labor market activities and jobs of this cohort of older 
workers. Summary data are offered on work and retirement, benefits (pen
sions and health insurance), and information on job characteristics shaping 
older workers' employment outlook. 1 
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A central aim of the paper is to compare outcomes of those who are 
covered by a union on their job and those who are not. The decline in 
unionization has been well documented.2 But members of the HRS are 
among the cohorts that have the greatest seniority and, thus, should be 
subject to the strongest protection by unions. In view of the weakening of 
unions in recent decades, just how strong is that protection? How impor
tant is it to take account of the role of unions in trying to understand the 
retirement behavior and forces shaping retirement among the cohorts who 
are just approaching retirement age? 

Work and Retirement in the HRS 

Before examining the union status and employment conditions of those 
who have jobs, it is appropriate to consider the pattern of labor force par
ticipation by members of the HRS cohort. 

Looking first at labor market attachment data (Table 1) ,  the figures show 
that a majority of people age 51-61 worked for pay. Almost four-fifths of the 
men (79%) and three-fifths of the women (60%) were employed at the time 
of the survey. Among the employed respondents, 23% were covered by a 

TABLE 1 
\Vork and Retirement Patterns in the Health and Retirement Survey 

Men Women 
All White Black Hispanic All White Black Hispanic 

Current Employment Status (%) 

No current job 21 19 33 29 40 39 40 54 
Have job 79 8 1  67 71 60 61 60 46 

of which: % union 25 23 37 28 19 17 .'34 21 

Alternative Definitions of Retirement (o/o) 

Self-reported retired 15 14 25 19 28 28 29 .'38 
Some work < 25 hours/ 

week 5 4 4 2 10 10 9 8 
Some work < 1000 hours/ 

year 4 4 4 3 7 7 8 7 

Left 10+ year job after 
age 45 16 17 11 12 8 8 9 4 

Left 20+ year job after 
age 45 9 9 5 2 2 2 2 0 

Number of observations 4533 3634 674 225 5145 3945 952 248 

Note: Percentages in all tables are calculated using survey weights and include age
eligible HRS respondents (age 51-61 in 1992) from the HRS Beta Release tape. Num
bers of observations are approximate for self-reported retired and work < 25 hours/week 
and exact for the other rows. 



46 IRRA 4ITH ANNUAL PROCEEDINGS 

union contract, a figure well above the contract coverage rate in 1988 of 
18.8% for the employed labor force (see Curme et a!. 1990). However, per
haps more striking are the percentages who are not employed. Among HRS 
men, 21% had no job, and the nonemployment rate for blacks and Hispanics 
was closer to a third. Nonemployment rates for women were double those of 
men; however, a higher proportion of black and Hispanic women reported 
having a job than white women. 

Further investigation into HRS respondents' work status indicates that 
a substantial minority considered itself retired-15% of the men, and 28% 
of the women-despite the relatively young age of the group. More of the 
nonwhite respondents reported themselves retired, as compared to their 
white counterparts. These high self-reported retirement rates are surpris
ing because the sample was too young to receive social security benefits 
(which for most would be available at age 62, at the earliest), and few 
reported receiving pension benefits. 

The next panel of Table 1 offers an alternative (and in some ways more 
objectively quantified) yardstick to measure labor market attachment. One 
such measure focuses only on hours of work and asks employed persons if 
they worked fewer than 25 hours per week or fewer than 1 ,000 hours per 
year. It is interesting that the fraction of the group in these "partial" retire
ment jobs did not differ by ethnic group, though women were more than 
twice as likely to be partially retired than men. The HRS also asked about 
recent changes in employment. Sixteen percent of the men claimed to 
have left a job after age 45 that had lasted 10 or more years, with 9% hav
ing spent 20 or more years on that job. Thus even in this relatively young 
cohort (most of whom were not yet eligible for pensions) ,  many had 
already experienced a major job change. Half as many women as men (8%) 
said they had left a long-time ( 10+ year) job since the age of 4.5, and only 
one-quarter as many women had worked 20+ years at one job. Clearly 
there remain persistent sex differences in job duration and labor market 
transitions near the end of the worklife, and the HRS makes it possible to 
study many of these. 

In addition to exploring peoples' actual current and past work status, 
the HRS also asked respondents about their retirement plans. The data in 
Table 2 summarize workers' expectations with regard to future retirement 
behavior. Not surprisingly, based on past trends, most people expect to 
retire early. More than one-quarter of the sample indicated that they did 
not plan to work after age 62 (with more women and blacks falling in this 
group), and union members were 10% more likely to indicate they would 
not be working after age 62 than nonunion workers. One-half the workers 
indicated that they were certain to retire by age 65. Union members 
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TABLE 2 
Retirement Plans and Expectations of Workers in the Health and Retirement Study 

Sex Ethnicity Union Status 
Non-

All Men Women White Black Hispanic Union union 

% Plan to work after age 62 

N o  chance 28 25 32 27 36 28 36 26 
Certain to work 22 25 19  22 20 24 16 24 

% Plan to work after age 65 

No chance 50 46 54 49 51  44 63 46 
Certain to work 8 lO 7 8 9 1 1  5 9 

% Expect to lose job next year 

No chance 55 54 55 55 55 57 60 55 
Certain to lose 2 2 2 2 2 2 2 2 

% Expect to find another job 
if laid off 

N o  chance 26 28 25 26 28 27 38 22 
Certain to find 16 16 15 16 20 21 12 17 

% Expect that health will limit 
activity in the next decade 

N o  chance 18 18  18  18 16 22 19 17 
Ce1tain to limit 5 5 5 4 7 6 4 5 

Note: Percentages include age-eligible HRS working respondents (age 51-61 in 1992) 
from the HRS Beta Release tape. Union status refers to whether the job is covered by a 
union contract. 

reported an almost two-thirds probability of leaving employment by then, 
while the probability for nonunion workers is less than half. All in all, the 
HRS cohort planned not to work very much longer, and a relatively large 
group was quite certain about this forecast. Conversely, very few were con
fident about working well into their 60s: only 22% of the respondents 
stated they would certainly be on the job after age 62, and only 8% agreed 
that they were certain to work after age 65, with union workers expecting 
to retire earlier with much greater certainty. 

It might be thought that so many HRS respondents in a group still rela
tively young for retirement felt that they would not be working into their 
mid-60s because they were afraid of losing their jobs, perhaps due to the 
national trend in layoffs experienced over last decade. However, this possi
bility seemed fairly unlikely to the HRS respondents: more than half of the 
respondents reported that there was no chance at all of losing their jobs in 
the next year, irrespective of sex, union status, and ethnic grouping. This 
confidence regarding job security must be tempered by the report that few 
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of the workers (16%) felt they could find a new job if their current one dis
appeared. Union members were slightly more secure in their outlook on 
retaining their current job than nonunion members and substantially less 
confident of finding a new job if they lost their old one. Further circum
scribing the job outlook for this cohort is the fact that only 18% of the sam
ple were confident that health problems would not limit their activities 
within the next decade. 

While the idea that union workers are constrained to work more hours 
than they would like has received some currency, at least in 1992 the con
straints seemed to be in the opposite direction. Thus, for example, 18% of 
male union members reported that they would like to work more hours (in 
results not tabulated here), while 13% of nonunion workers reported that 
they would like to work more hours. 

Compensation and Benefits in the HRS 

Compensation data collected for HRS respondents includes information 
on current pay, health insurance coverage and pension status, as well as 
information on benefit continuation expected after retirement.3 Focusing on 
self-reported pay, in earlier work we noted that full-time employed men had 
hourly wages that were 45% higher than their part-time counterparts, while 
on an annual basis, full-time male workers earned more than three times as 
much. Among women, full-timers earned about a third more on an hourly 
basis and over three times more per year (Gustman et al. forthcoming). 

For men, union members had slightly lower wage earnings in 1991 
($35,000) than did nonunion members ($37,500). However, these statistics 
do not control for other differences such as schooling. Even so, wage earn
ings in 1991 among female union members were $24,400, substantially in 
excess of the wage earnings of nonunion members at $17,700. Much of 
that difference is due to the greater prevalence of part-time work among 
those women without union coverage. 

To provide a comparison with union effects estimates in multivariate 
equations, we also ran standard earnings equations with the natural log of 
the hourly wage as the dependent variable and a dummy variable indicat
ing union coverage on the right hand side, along with sets of dummy vari
ables to standardize for schooling, marital status, race, and age. The coeffi
cients on the union coverage variable are .20 for men and .27 for women, 
with t-statistics of 6.32 and 8.04, respectively.< 

HRS respondents in Wave 1 were asked if they were covered by a pri
vate pension plan and what type of plan it was if they had one. Table 3 
shows that among workers age 51-61 (excluding the self-employed), two
thirds reported having pension coverage. Consistent with earlier surveys, 
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TABLE 3 
Pension and Health Benefits of Workers in the Health and Retirement Study 

All Union Status Firm Size Industry 
Union Nonunion Large Small Mfg. Nonmfg. 

Employee Pension Coverage and Plan Type (%) 

Has Pension 67 89 59 81 43 77 64 
Of those with pension: 

DB only 42 58 33 43 38 .'37 44 
DB & DC 1.'3 14 12 15 6 13 13 
DB & 401 (k) 1 1  9 1 1  1 2  3 15 9 
DB, DC & 401(k) 2 1 3 3 1 4 2 
Anyform ofDB 68 82 59 73 48 69 68 

DC only 15 9 19 11 27 1 1  1 7  
40l(k) only 12 6 16 11 18 14 12 
DC & 401(k) 3 1 4 3 4 .'3 3 

Employee Health lns11mnce Coverage (%) 

Has health insurance 87 97 83 93 81  92 85 

Of those with health insurance: 
Coverage from 

current job 79 88 76 84 71 89 76 
Coverage after retirement: 

Yes 69 79 64 73 54 71 68 
Don't know 17 13 1 8  14 21 16 17 

Note: Percentages include aae-eligible HRS employed respondents (age 51-61 in 
1992) who were not self-employe from the HRS Beta Release tj;e. DB = defined bene-
Ht pension; DC = defined contribution pension: large Hrms are eHned to be those with 
at least 100 employees. 

the data show that union workers are much more likely to have a pension 
(89%) than nonunion workers (59%), as are workers in large firms (81 %) 
compared to workers in small firms (43%), as well as those in the manufac
turing industry. In other words, the HRS data clearly demonstrate that the 
majority of older workers rely on employer-supplied pensions for retire
ment income, and this is overwhelmingly so in the union sector. 

Table 3 also contains information on the type of plan covering HRS 
workers with pensions. The evidence shows that defined benefit plans are 
by far the most common plan type for this segment of the working popula
tion.5 More than two-fifths of those with a pension had only a defined ben
efit (DB) plan, and in the union sector, coverage by DB alone went as high 
as 58%, while in the nonunion sector it is only 33%. Union workers are 
much less likely to have defined contribution or 40l (k) plans. Two-tier or 
more complex plan offerings were also quite widespread, with a quarter of 
the workers having a DB plan in combination with some other offering. 
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In overview, two-thirds of the HRS workers held DB plans as part of 
their retirement portfolio, and 82% of the union members had them. This 
is important because pensions of the defined benefit variety often subsidize 
early retirement, while other plan types such as defined contribution or 
401(k) plans treat working another year more neutrally ( Mitchell 1992; 
Gustman and Steinmeier 1989). Another interesting point is that 28% of 
these workers had 401(k) plans alone or in combination with other plan 
types, underscoring the growth in popularity of these plans in the U.S. over 
the last decade, but this trend is less important for union workers. 

Turning to the second panel of Table 3, it is clear that this cohort of 
older employees has high levels of health insurance coverage, reaching 87% 
overall (and 97% among union employees, versus 83% among nonunion 
workers) . A portion of this coverage (about 10%) was attributable to cover
age through other family members, leaving about four-fifths of the HRS 
workers receiving employer-provided health insurance. Somewhat fewer, 
69%, reported that they were assured of post-retirement health insurance 
from their current employer, with rates higher for workers covered by a 
union contract. Interestingly, many workers with current coverage ( 17%) 
did not know if retiree coverage would be provided, which is a strikingly 
high figure given that many of these workers were very close to retirement, 
but union workers were better informed than nonunion workers. 

Quality of Employment in the HRS 

Finally, each HRS worker was asked to describe his or her job's 
demands and working conditions. This information is of direct interest to 
researchers examining such things as work and pay satisfaction and also to 
those seeking to explore links between attitudinal and behavioral outcomes. 

Table 4 summarizes what full-time HRS workers said about their jobs' 
attributes. Focusing first on the top panel, the data indicate that older 
workers' jobs are quite physically demanding along many dimensions. For 
example, 49% of the men and 39% of the women report that their jobs 
required physical effort, and at least half reported stress, pressure to keep 
up the pace, and repetitious work. Not surprisingly, good eyesight was 
deemed to be central to almost everyone's job, with 87% of the men and 
93% of the women reporting needing to see well for the work. In almost 
every category, union members reported that the physical demands of their 
jobs exceeded those of nonunion members. 

Intellectual and emotional demands were also high on the list of factors 
that workers mentioned about their jobs . For example, almost everyone 
reported that concentration was essential, as was having a good memory. 
Fewer worked in jobs where they had freedom to decide what to do on the 
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TABLE 4 
Quality of Employment for Workers in the Health and Retirement Study 

Sex Men Women 
Men Women Union Nonunion Union Nonunion 

% of Respondents reporting 'iVTTWst alliTTWst of the time" 
Job Demands and Characteristics 
Physical Demands 

Good eyesight 87 93 90 86 93 92 
Involves stress 64 68 60 66 73 67 
E ffort 49 39 49 38 50 35 
Repetitive work 57 70 64 55 73 69 
Keep up pace 50 61 51 48 65 60 
Heavy lifting 19 14 24 18 18  13  
Stooping 30 24 34 27 31 22 

Mental Demands 
Concentration 84 87 84 84 88 89 
N eed good memory 93 92 92 93 92 93 
Freedom to decide 75 69 64 81 63 71 
Analyze information 44 42 33 48 49 44 

People Demands 
Dealing with people 84 90 78 87 91 90 
Friendly work environment 88 90 85 89 87 90 

Skill Demands 
Learn new things 52 53 45 55 56 52 
Need training 48 44 50 47 50 44 
Job more difficult 45 53 57 54 59 51 
Computers 23 39 20 25 37 40 

Attitudes Toward Work Environment 
Pay is fillr 80 72 86 77 74 71 
Worker influences pay 42 34 24 51 16 39 

Boss likes youth 18 15 19 18 19 14 
Pressure to retire 17 14 27 13 23 1 1  
Can partially retire 34 33 24 39 21  37 

Don't work lor money 37 38 53 72 60 70 
Would retire if lost job 29 32 40 24 48 29 
Want joint retirement 58 53 56 58 50 55 

Note: Percentages include age-eligible HRS full-time working respondents (age 51-
61 in 1992) from the HRS Beta Release tape. The Hrst panel includes the sell�employed, 
and the second panel excludes them. 

job, and about 44% said they needed to use analytic skills on the job. Almost 
half claimed a need for additional training, and almost as many found their 
jobs to be more difficult than they had been before. Most jobs required 
workers to deal with people (85%-90%); such interactions were generally 
regarded as positive, with most reporting a friendly work environment. 
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Despite these positives, 17% of the workers (and 27% of the union employ
ees) felt some pressure to retire, and the same overall proportion believed 
their employers preferred younger to older workers. All in all, older workers 
saw numerous challenges on their jobs despite many sources of satisfaction. 

Conclusions and Further Developments 

Despite the well publicized decline in union coverage and the elimina
tion of opportunities in the union sector, the situation for union members 
approaching retirement looks similar to the situation in the years when 
unions were much stronger. Union membership among the cohorts ap
proaching retirement is still 25% for males and almost 20% for women. The 
union members have much higher coverage by pensions and health insur
ance. The pension plans covering union members are much more likely to 
be of the defined benefit type and, thus, are much more likely to encourage 
earlier retirement. And as a result, union members are more likely to expect 
to retire earlier. Moreover, union members are more secure in their jobs, 
although they are less optimistic about finding another job if they should 
lose their current one. All in all, despite the decline in union status, those 
with long tenure continue to enjoy traditional union benefits. As a result, 
anyone who wishes to understand the behavior of the cohorts that are 
within a decade or so of retirement must consider the special environment 
and incentives facing the union workers who are members of those cohorts." 
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Endnotes 

1 The data in this paper are from the Wave 1 HRS Beta release tape which contains 
all survey respondents; tabulations use weighted data to retain population representa
tiveness. For additional discussion of the H RS, see Brown (forthcoming), Gustman et a!. 
(forthcoming), Hurd and M cGarry (forthcoming), Juster and Smith (forthcoming), 
Moon et a!. (forthcoming), and Smith (forthcoming). 

2 For example, see Curme, Hirsch, and M acpherson ( 1990). 

·1 Because the H RS is not a nationally representative survey of employers or their 
employment practices, the data set cannot be used to directly address the question of 
why specific companies offer particular combinations of compensation and employment 
offerings; see Gustman, M itchell, and Steinmeier ( 1994). 

4 Adjusted R-squares are . 148 in the equation for men and .208 in the equation for 
women. 
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5 Few pension-covered HRS workers in this age bracket ( <3%) could not classify 
their plan type; in the 1983 Survey of Consumer Finances, by contrast, 19% of pension
covered respondents could not identify their plan type ( Mitchell 1988). 

6 Additional questions that can be addressed using the HRS on older workers' retire
ment, compensation and benefits, and health status are outlined in Gustman et a!. 
( forthcoming); here it suffices to note that persons wishing to obtain the data for 
research purposes should contact the University of Michigan's Survey Research Center 
(SRC) directly. Public-use files will be released soon, including social security earnings 
summary measures as well as imputed social security and pension values at retirement. 
Researchers wishing to suggest new questions that might be added to future waves of 
the survey should contact the SRC, noting how their proposed questions contribute to 
the understanding of the health and retirement of older American workers. 
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Policymakers in many nations have begun to perceive the need to 
reform pension structures in order to meet the retirement income needs of 
the world's aging population. One way to prepare for these costs is by 
designing better functioning pension plan structures, in particular by 
improving public pension plan funding performance. Pension funding 
deserves our attention because well-funded plans stand a better chance of 
having assets on hand to pay promised benefits and tend to reduce the dis
tortion caused by resource misallocation between generations. 

This paper examines the determinants of public pension funding in the 
United States. Though this issue has been the subject of analysis for at least 
two decades, most previous studies have focused on how funding responds 
to factors outside of pension policymakers' purview, such as fiscal stress 
and earnings of covered employees. This paper differs from other work in 
how pension governance affects funding-and governance structures are to 
a very large degree controllable by policymakers. 

We begin by describing how state and local pension plans are struc
tured in the United States and then go on to present evidence on funding 
patterns of these plans. A model of the determinants of pension funding is 
then described, and concluding remarks end the paper. 

Overview of State and Local Pension Governance Features1 

Most public sector workers have retirement plans: for instance, in 
1990, 96% of full-time employees in state and local governments had a 
pension (Employee Benefits 1992). In the public sector as in the private 
sector, there are two main kinds of pensions: defined benefit (DB) and 
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defined contribution (DC) plans. In a DB pension plan the employer 
establishes a specified formula defining the retirement income to be paid 
to each worker. The formula usually depends on the worker's retirement 
age, final average salary, and years of service. In a DC pension plan, by 
contrast, the employer establishes an account for each worker and con
tributes a specified amount each year into the account. In the DC account 
the worker's retirement benefits are determined by the invested value of 
these contributions. Because most public sector workers have DB plans 
(90% of full-time state and local employees in 1990 [Employee Benefits 
1992]) ,  our discussion of pensions for state and local workers focuses on 
DB pension plans. 

The data set used for this study is drawn from the 1992 PENDAT data 
file, a cross-section survey of 325 public employee retirement systems 
(PERS) that together administer 476 state and local pension plans (Zorn 
1993). In 1992 these public retirement systems held $791 billion in assets 
and covered 10.6 million active members, representing 86% of total state 
and local pension assets and 83% of active state and local pension mem
bers? 

This data set shows that state and local pension plans are administered 
within public employee retirement systems (PERS) which are typically gov
erned by a board of trustees (or "pension board"). The number of trustees 
ranges from 3 to 14 across plans, with an average of 8 people per plan. 
These trustees are either elected by pension members, are appointed to 
their positions (often by the state governor), or serve ex officio (e.g., the 
state treasurer, the superintendent of schools, and so forth) .  The composi
tion of the pension board differs between locally and state-administered 
PERS: trustees elected by pension members constitute more than one-third 
of the board in locally administered PERS, whereas they represent less than 
one-quarter of the board in state-administered PERS. Across the whole set 
of PENDAT plans, typically one-third of trustees were elected by pension 
members. The share of appointed trustees in a pension board averaged 
about one-half, while ex officio trustees constituted the remaining one-sixth. 

In addition to governing day-to-day administration, pension boards 
have a variety of other tasks. In the PENDAT file, almost all (90%) public 
pension boards were granted authority over pension investment policy and 
about three-quarters (73%) were granted authority to parameterize bene
fits. These patterns did not differ by the type of plan. Most boards (85%) 
were granted authority over actuarial assumptions, though here there were 
some differences by plan type: pension boards of state-administered PERS 
were more likely to have authority to choose actuarial assumptions than 
locally administered pension boards. 
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A common responsibility of a pension trustee board is to hire an execu
tive director, who in turn directs an administrative staff that operates the 
retirement system. In addition to having an in-house administrative staff, 
most PERS also hire external professionals such as actuaries, lawyers, and 
money managers to provide expert services. The number of in-house 
administrative staff varies widely across different systems: in state-adminis
tered PERS there were 2.6 staff per 100 active members and only 1.4 per 
100 in locally administered PERS. This difference is probably due to the 
fact that state-administered PERS were more likely to use in-house, full
time administrative staff, while smaller, locally administered PERS might 
prefer using external or part-time administrative staff. 

Pension boards in the public sector differ in other ways as well, includ
ing pension management and reporting practices. In our data set, two
fifths of state and local pension plans required trustees to carry liability 
insurance, an institutional structure which could be expected to impose 
funding stringencies on pension boards. Pension financial reporting prac
tices varied widely: in two-thirds of the sampled plans, separate plan 
reports were issued, while the reports of other plans were integrated with 
other state and local budgets. More than three-quarters of the PENDAT 
pension plans conducted actuarial valuations every year, and the remaining 
plans did so less often: every two or more years. 

Pension Funding and Actuarial Assumptions 

One measure often used by researchers examining public pension plans 
funding status is the flow funding ratio, or the fraction of the employer's 
actual annual pension contributions to the actuarially required pension 
contributions. This measure indicates current funding practices and should 
be distinguished from a second funding measure oftentimes reported as 
the stock funding ratio, which is the ratio of the market value of accumu
lated pension assets to the pension benefit obligation (PBO). This latter 
measure reflects a pension plan's long-term funding pattern. 

The distribution of state and local pension plans funding ratios is pre
sented in Figure 1. While the average funding ratio using the flow funding 
measure is around 100%, this is a deceptive statistic because it conceals 
wide variation in funding practices. About one-third of the PEND AT state 
and local pension plans appear to be underfunded on an annual basis, with 
some 7% of pension plans having flow funding ratios below 50%. Stock 
funding ratios also vary a great deal across state and local pension plans. 
More than two-thirds of pension plans had accumulated assets less than 
their pension benefits obligations, and about 10% had less than half the 
assets needed to meet long-term pension obligations. 
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FIGURE l 
Flow and Stock Funding Ratios of State and Local Pension Plans in 1992 
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It is possible that the data sketched in Figure 1 are overly optimistic, 
since employers' own reported funding ratios are suspected to be sensitive 
to actuarial assumptions chosen by the pension plans themselves when cal
culating pension liabilities. Projections of benefit flows into the future 
require a variety of assumptions concerning rates of return on investment, 
future salary growth rates, employee turnover, disability rates, and mortal
ity rates. Of these, the assumptions regarding investment returns and salary 
increases are especially critical, because even small changes in these two 
assumptions can result in large changes in computed pension liabilities. 
Previous work showed that small changes in interest rate assumption can 
greatly alter projected funding problems. For instance, a 2% change in the 
interest rate around a 7% baseline may cause pension liabilities to increase 
more than 60% or fall by almost 40% (VanDerhei 1994). Therefore, differ
ences in actuarial assumptions employed by pension plans must be taken 
into account when assessing the extent to which pensions are well or poorly 
funded. 

We can assess whether pension managers are strategically selecting 
actuarial assumptions using PENDAT information. In this data file, rates of 
return assumed by state and local pension plans averaged 7.7% in 1992 
with a standard deviation of about 0.7%.3 These figures are virtually identi
cal to the interest rate figures reported in a survey on a smaller set of pub
lic pension plans five years before (Zorn 1990). A second datum that con
cerns us is the spread rate, which is defined as the difference between a 
public plan's assumed interest rate and its assumed salary growth rate. In 
1992 the spread rate averaged 2.1 %, which also resembled closely the fig
ures reported five years earlier. However, the range of spread rates has 
grown over time: in 1992 the lowest spre:1d rate was -2.5% and the maxi
mum was 14.5%, whereas five years before, the rate ranged only from -2.0% 
to 4%. Does the increasing variation in assumed spread rates imply that 
actuarial assumptions have been strategically chosen by public employers 
to alter their funding targets? This question is analyzed in the next section. 

Governance and Public Pension Plan Funding 

The effects on pension funding of board composition authority as well 
as pension management and reporting practice were discussed in Mitchell 
and Hsin ( 1994) and are summarized as follows: ( 1 )  Public pensions may 
be better funded when participants are more represented on pension 
boards because they play a "watchdog role." Elected trustees may be more 
concerned about benefit security than appointed and ex officio trustees and 
may be less likely to be exposed to political pressures to manipulate pen
sion funding patterns. (2) Given pension board composition, boards with 
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authority over benefit amounts and actuarial assumptions may produce 
higher funding outcomes. This is because greater board authority may 
reduce public sector employers' ability to offer benefit increases and select 
actuarial assumptions that reduce pension contributions. (3) Pension fund
ing may be improved when trustees have liability insurance, since the pri
vate insurance market can impose limits on public employers' pension 
underfunding. ( 4) Pension plans that issue their own financial reports or 
conduct frequent actuarial evaluations can make it easier to monitor public 
plan contribution and benefit patterns, which in turn may improve pension 
funding. 

Some of these hypotheses have been examined in previous work For 
example, Mitchell and Hsin (1994) used 1990 public pension data and 
found that pension board composition and reporting practice had no signif
icant effect on flow funding ratios. On the other hand, flow funding ratios 
appeared to be higher when pension boards had authority over actuarial 
assumptions but lower when the public board trustees were not required 
to carry liability insurance. For stock funding ratios, the authors found that 
public pensions were less well funded when participants were more repre
sented in pension boards but better funded when board trustees had liabil
ity insurance.< 

The present study extends our prior work by using more recent data 
(the 1992 PENDAT) and investigating the choice of actuarial assumptions 
assumed exogenous in Mitchell and Hsin ( 1994) .  In particular, we are 
interested in whether actuarial assumptions appear to be strategically cho
sen so as to curtail required pension contributions. Mitchell and Smith 
(1994) used an earlier and much smaller data set of public pension plans 
surveyed in 1988-89 and found few statistical links between the plans' 
assumed interest rates and wage growth rates. Nevertheless, that relation
ship might be stronger in the current economic environment and, hence, 
worthy of investigation. 

Two multivariate regression models are used to explore the determi
nants of public pension actuarial assumptions. We first examine the deter
minants of state/local pension plans' assumed interest rate and next exam
ine the correlates of the public plans' assumed spread rate. Explanatory 
variables in both models are the same, including pension governance fea
tures, fiscal stress,5 union status, and the type of pension plan examined. · 

Estimated effects of pension governance and fiscal stress on pension 
assumptions appear in the first two columns of Table l. We find here that 
fiscal stress and pension board composition do seem to play a role in influ
encing plan actuarial assumptions in the PENDAT file. Specifically, an 
increase in local unemployment of 1% above the long-run level would be 



TABLE 1 
Multivariate Analysis of Actuarial Assumptions 

( OLS, estimated s.e. in paren. )  

Explanatory Variables Assumed Interest Rate Assumed Spread Rate 

REQCO:\T 

Fiscal Stress 
U:"'E�PD 

ADJSTOCK 

Governance Stntcture 
BDELMEM 

BDELME� • U:'\D1PD 

L!AB!:'\S 

REPSOLO 

FREQVAL 

0.10• • 
(0.04) 
-o.oo5··  
(0.001) 

-0.003"" 
(0.001) 
-0.001 
(0.001) 
0.08 

(0.07) 
0.07 

(0.07) 
-0.01 
(0.16) 

" "Indicates significance at the 0.05 level and • at the 0 .10 level. 
Notes: 

0. 1 1 ° 0  
(0.05) 
-0.004"" 
(0.001) 

-0.002" 
(0.001) 
-0.003"" 
(0.001) 
0.07 

(0.08) 
-0.02 
(0.08) 
0. 1 1  

(0.18) 

Actual Contributions 
(% of payroll) 

o.n · ·  
(0.05) 

-0.83 
(0.60) 
-0.02 
(0.01) 

0.004 
(0.02) 
0.01 

(0.01 )  
1 . 18  

(0.99) 
0.60 

( 1 .04) 
-8.56"" 
(2.46) 

Actual Contributions 
(% of payroll) 

-1 .14" 
(0.63) 
-o.o5· ·  
(0.02) 

o.oo·· 
(0.02) 
o.o5··  

(0.02) 
1.78 

( 1 .36) 
1 .13 

( 1.42) 
-12.37"" 

(3.35) 

1 .  REQCO:'\T is the employer's annual actuarially required contribution as a percentage of payroll; U:'\EMPD is the deviation of unemploy
ment rate from the average of previous five years; ADJSTOCK is the ratio of reportd pension assets to adjusted PBO; BDEL�1E�1 is the fraction 
of pension Board elected by pension participants; L!ABI:'\S is equal to one, if the Board is covered by liability insurance; REPSOLO is equal to 
one if the plan issues own financial report; FREQVAL is frequency of independent performance evaluation. 
2. Additional controls include a constant term and variables indicating the rate of return on pension investment, union status, type of plans, 
and the ability to carry over deficits. 
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associated with a 0. 1% rise in the public pension plan's assumed interest 
rate and spread rate. Adding a participant-trustee on the pension board is 
associated with a 0.04% decline in the assumed interest rate and a smaller 
negative 0.02% decline in the spread rate. Though these appear to be small 
response elasticities, it must be understood that pension liabilities are quite 
sensitive to even tiny interest/spread rate changes. Few other factors are 
consistently significant across pension management and reporting practice 
variables. In particular, assumed interest and spread rates do not seem to 
be systematically related to whether the board trustees had liability insur
ance, whether they were valued more frequently, and whether the reports 
were jointly or separately issued. 

Our next concern is to analyze the influences of pension governance on 
funding outcomes. This is complex because public employers' annual actual 
relative to required pension contributions depend directly on the key actuar
ial assumptions just discovered to be endogenous. Hence these are expected 
to be influenced by pension board composition and fiscal stress, implying 
that regressing funding ratios on board composition probably produces 
biased results. This hypothesis can be tested by comparing two models of 
actual pension contribution, one which includes the required contribution as 
an exogenous explanatory variable, while the other model does not. 

Our test of this hypothesis appears in the final two columns of Table 1 .  
Here we report the estimated influences of pension governance and fiscal 
stress on public employers' actual pension contributions and find that the 
effects of pension board composition appear to be underestimated if the 
strategic selection of actuarial assumptions is not taken into account. When 
required pension contributions are included as an explanatory variable, the 
estimated effect of board composition in the actual contribution equation 
are not significant. When required pension contributions are excluded in 
the spirit of a reduced form model, the governance effects become positive 
and significant. Coefficients of other explanatory variables are not signifi
cantly different between two models. 

Conclusions 

This paper investigates the influence of pension governance on public 
pension plan funding behavior. Public plan underfunding is of considerable 
concern because it may threaten retirees' income security and distort 
resource allocation between generations. Our analysis of state and local 
pension plans in the U.S. suggests that pension board composition is influ
ential in determining public pension funding. Specifically, having more 
participants on pension boards seems to produce more conservative actuar
ial assumptions. 
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A general conclusion from this study, as well as prior research on public 
pension funding, is that fiscal and governance factors have probably 
affected public pension funding patterns for many years. Nevertheless, the 
ways in which public sector employers have responded to these influences 
appear to have changed over time. Evidence from the late 1980s indicated 
that employers adjusted their actual contributions as the pension environ
ment changed, while in the 1990s they appear to have taken a different 
tack: namely, altering actuarial assumptions and required contribution tar
gets to meet changing situations. As government officials confront increas
ingly tight budgets and pension participants seek to become more involved 
in managing their pension plans, it will become increasingly important to 
select defined benefit actuarial assumptions carefully. 

Endnotes 

1 This discussion describes only the pension governance features that are influential 
in determining pension funding. For a more comprehensive description of pension gov
ernance see Hsin (1994). 

2 Although the public employee retirement systems covered in the PENDAT data file 
represent the vast majority of state and local pension participants, they are not necessar
ily representative of all public employee retirement systems. In fact, they are among the 
largest in the nation and probably better managed than many smaller systems; as a con
sequence, interpretation of results of this study must bear this caveat in mind. 

3 Assumed interest rates appear comparable between public and private sectors. In 
1987, the median interest rate assumption used for all private pension plans with 100 or 
more participants was 8.0% (Applebaum 1992). 

4 In addition to pension governance, the authors also examined the influences of 
other variables. One important finding is that stock funding ratios were lower when 
states experienced Hscal stress. 

·' Pension plans' external fiscal stress is proxied by deviations in local unemployment 
rate; the internal fiscal stress is proxied by the stock funding ratios adjusted hy a com
mon interest rate and a common wage grmvth rate. 
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Averting the Old Age Crisis 

ESTELLE JAMES 
World Bank 

Systems providing financial security for the old are under increasing 
strain throughout the world. Rising life expectancy and declining fertility 
mean that the proportion of old people in the general population is grow
ing rapidly. On the one hand, this signals a success of development, but on 
the other hand, it creates new social and economic problems. Extended 
families and other traditional ways of supporting the old are weakening. 
M eanwhile, formal systems, such as government-backed pensions, have 
proved both unsustainable and difficult to reform. In some developing 
countries these systems are nearing collapse. In others, governments are 
on the verge of adopting the same programs that are spinning out of con
trol in middle- and high-income countries. The result is a looming crisis 
that threatens the old and, even more, their children and grandchildren, 
who must shoulder much of the increasingly heavy burden of providing for 
the aged. 

For these reasons, the World Bank three years ago initiated a critical 
study of old age security arrangements around the world. In this paper I 
summarize our major findings and recommendations. 1 The report draws 
together evidence from over 100 countries, analyzes policy alternatives, 
and provides a framework for identifYing the policy mix most appropriate 
to a given country's needs. While the emphasis is on problems in develop
ing and transitional economies, there are strong implications for industrial
ized countries as well. 

Scope of the Problem 

Today as the world's population ages, old age security systems are in 
trouble worldwide. Consider these facts: 

Worldwide derrwgraphic change. In 1990 almost half a billion people, 
about 9% of the world's population, were over 60 years old. By 2030, 16% 

Author's Address: The World Bank, 1818 H Street NW, Room N, Washington DC 
20433. 
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will be over age 60. Every region is aging. While industrialized countries 
have the oldest populations now, most of this growth will take place in 
developing countries, over half of it in Asia. By 2030 more than a quarter 
of the world's old people will live in China alone.2 

Accelerated aging. Because of the broad diffusion of medical knowl
edge and declining fertility, developing countries are aging much faster 
than industrial countries did. In France and Belgium it took more than 100 
years for the share of the old population to double from 9% to 18% per
cent. In China that transition will take only 34 years, and in Venezuela, 22. 
Developing countries will thus have "old" demographic profiles at much 
lower levels of per capita income than the industrial nations. 

Increased health and pension spending. The demand for health services 
increases as countries grow older, since health problems and costly medical 
technologies are concentrated among the old. Because health and pension 
spending rise together, pressures on a country's resources and government 
budgets increase exponentially as populations age. 

Contribution rates that are high and rising. Payroll taxes for pensions 
are already over 25% in Egypt, Hungary, Russia, Kyrgyzstan, Brazil, and 
Italy. As populations age, contribution rates in almost all regions will have 
to double or treble over the next 30 years, in order to maintain current 
benefit formulas if pay-as-you-go systems are retained. 

Evasion. In many Latin American countries over 40% of the labor force 
works in the informal sector, partly in order to avoid high payroll taxes, and 
the informal sector is growing rapidly in Eastern Europe. Evasion under
mines the system's ability to pay pensions, and it hurts the economy since 
people who work in the informal sector are often less productive. 

Early retirement. In Hungary more than a quarter of the population 
are pensioners, the average retirement age is 54, and the payroll tax for 
pensions alone is 31%. In Turkey many people retire with a generous pen
sion below the age of 50 or even 40. Labor force participation rates among 
the old have fallen in most countries over the past 20 years, in part due to 
public pension plans. Early retirees stop making contributions and they 
begin drawing benefits, thus doubly hurting the scheme financially-while 
also depriving the economy of their experience. 

Lost opportunity to increase savings. Many countries believe they have 
inadequate national saving which hampers growth, but they have not used 
their old age systems as a way to induce people to save more, and some 
economists believe existing systems have induced people to save less. 
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Perverse redistributions to upper income groups. Despite seemingly 
progressive benefit formulas in the public pension plans of the Nether
lands, Sweden, the United Kingdom, and the United States, studies have 
not found much redistribution from lifetime rich to lifetime poor in these 
countries. This is partly because the rich live longer than the poor and 
therefore collect benefits for more years. 

Positive lifetime transfers to early cohorts and losses to their children. 
Generally, people who retire in the first 20-30 years of a scheme get posi
tive lifetime income transfers, but their children and grandchildren get 
back less than they have paid in and lower rates of return than they could 
have earned elsewhere. In many countries the largest lifetime income 
transfers within the first generations have gone to the highest wage earners 
while the lowest income groups are not even covered. 

Old age systems in serious financial trouble and burden the general 
treasury. The implicit public pension debt (the present value of amounts 
owed to current retirees and workers) far exceeds the explicit conventional 
debt in most OECD countries and sometimes exceeds 200% of GNP. Cur
rent payroll tax rates are much less than needed to pay off this debt, and 
most countries will have a hard time raising them enough to close the gap. 
As a result, pension benefits or other public goods will have to be cut in the 
future. 

Inflation without indexation . Many developing countries have already 
reneged on their promises by allowing inflation to take place without 
indexing benefits. In Venezuela the real value of public pensions fell 60% 
during the 1980s due to inflation. In OECD countries where pensions are 
usually indexed, benefit cuts will have to be more explicit. 

Limited coverage, funding, and portability in private pension plans. In 
most countries privately managed plans are voluntary, they cover a minor
ity of workers, mainly from high-income groups, they are only partially 
funded, their benefits are not fully portable, and the tax expenditures 
involved are large. 

Thus public pension plans have not always protected the old, they espe
cially have not protected the old who are poor or people who will be old in 
the future, and they have also hindered economic growth. In addition, the 
systems are not sustainable in their present form. And most existing private 
pension systems are limited in scope and real value, especially when unreg
ulated. Although the degree and details vary from country to country, 
depending on their institutional structures and capacities, the broad pat
terns are surprisingly similar around the world. To understand how we got 
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here and where we should go next, the report analyzes the reasons for gov
ernment involvement in old age security, describes the experience we have 
had with different systems, and proposes policy alternatives that we believe 
will do better. 

The Government and Old Age Security 

About two-thirds of the world's old people rely exclusively on informal 
and traditional arrangements for income security. They receive food, shel
ter, and care from close relatives or extended family and often provide ser
vices or resources to the household in return. Economic development 
weakens these informal arrangements. While family-provided assistance 
continues to play an important role in all societies, in more industrial soci
eties people are likely to withdraw from productive work, to live alone, and 
to depend on nonfamily sources of income in their old age. 

Why Should Governments Get Involved? 

When traditional, informal arrangements break down in other spheres 
of the economy, they are replaced by formal market arrangements. Why 
doesn't that happen for old age subsistence? Why do governments every
where in the industrial world and increasingly in developing countries 
intervene so extensively in this area? 

Depending purely on voluntary actions by individuals to provide for 
their own old age security leaves several problems: shortsightedness-some 
people may not be farsighted enough to save for their old age and may later 
become charges on the rest of society; inadequate savings instruments
capita! markets are undeveloped and macroeconomic conditions unstable 
in many countries; insurance market failures-adverse selection, moral 
hazard, and correlations among individuals make private insurance against 
many risks (such as the risks of disability, investment, inflation and de
pression) unavailable; information gaps-people may be unable to assess 
the long-term solvency of private savings and insurance companies or the 
productivity of alternative investment programs and cannot reverse their 
choices when large mistakes are discovered late in life; long-term poverty
some people do not earn enough during their working lives to save for their 
old age, so redistribution is needed to keep them out of poverty. 

So government interventions are usually justified on grounds that pri
vate capital and insurance markets are inadequate and redistribution to the 
poor is needed. All too often, however, these interventions have introduced 
inefficiencies and inequities of their own, and the commonality of these 
problems suggests that systematic forces rather than random errors are 
involved. 
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What Can Governments Do? 

Public pension spending as a proportion of GDP has increased closely 
with per capita income and even more closely with the share of the popula
tion that is old. If the relationship between demography and spending con
tinues, public spending on old age security will escalate sharply in all 
regions over the next 50 years. But government intervention can take and 
has taken many other forms besides taxes and spending. The government 
may regulate private pension funds, mandate saving, guarantee benefits, 
offer tax incentives, create a legal system for reliable financial institutions, 
dampen inflation to encourage voluntary saving, and so forth. So the 
important policy questions are not, Should spending on the old increase? 
And should the public sector be involved? They are, How should the pub
lic sector be involved? Are public taxes and transfers the best alternative, 
or are other types of public interventions and old age arrangements better? 

Formal arrangements also differ in ways that go beyond the type and 
degree of government involvement. Pension funds may have either redis
tribution or saving and insurance as important objectives. They may specify 
either their benefits or their contributions in advance-defined benefits 
versus defined contributions. And they may be financed on a pay-as-you-go 
basis-current pensions are financed by taxes on current workers-or on a 
largely funded basis-current pensions are financed by prior savings, and 
liabilities don't exceed accumulated reserves. 

For these reasons, it does not make sense to focus on simple public/pri
vate distinctions. Instead, it is necessary to open the lens to five sets of 
questions that distinguish among alternative old age policies and determine 
their effects: Should the system be voluntary or compulsory (and at what 
levels)? What should be the relative emphasis on saving versus redistribu
tion and should these functions be combined or provided through separate 
financing and managerial arrangements? Who should bear the risk of unex
pected outcomes-pensioners or others in society? Should the system be 
fully funded or pay as you go? Should it be managed centrally or decen
trally and competitively? 

Alternative Financing and Managerial Arrangements 

These questions can be answered in many different ways, but three 
institutional arrangements sum up the most important sets of answers: 
public pay-as-you-go programs, employer-sponsored plans, and personal 
saving and annuity plans. 

Public pay-as-you-go plans. These are by far the most common formal 
plans. Mandatory coverage is almost universal in high-income countries 
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and widespread in middle-income countries. As the name suggests, gov
ernment mandates, finances, manages, and insures public pensions. These 
schemes offer defined benefits that are not actuarially tied to contributions 
and usually finance them out of a payroll tax (sometimes supplemented 
from general government revenues) on a pay-as-you-go basis. And they 
redistribute real income, both across and within generations. 

Occupational plans. These are privately managed pensions offered by 
employers to attract and retain workers. Often facilitated by tax conces
sions and (increasingly) regulated by governments, these plans tended to 
be defined benefit and partially funded in the past. But the number of 
defined contribution plans (in which benefits depend on contributions plus 
investment returns) and the degree of funding have been increasing in 
recent years, and these have quite different effects. More than half of all 
workers are covered by occupational schemes in Australia, Germany, the 
Netherlands, Switzerland, the United Kingdom, and the United States, but 
far fewer are covered in developing countries. In Australia and Switzerland 
occupational plans have recently become mandatory; in Denmark and the 
Netherlands they are quasi-mandatory as a result of collective bargaining. 

Personal saving and annuity plans. These are fully funded, defined 
contribution plans. Workers save when young to support themselves when 
they are old. Since benefits are not defined in advance, workers and 
retirees bear the investment risk on their savings. Voluntary personal saving 
is found in every country (often encouraged by tax incentives), but some 
countries have made it mandatory. A key distinction is between mandatory 
saving plans managed by the government (as in Malaysia, Singapore, and 
several African countries) and those managed by multiple private compa
nies on a competitive basis (as in Chile and soon in Argentina, Colombia, 
and Peru). 

Government policies that mandate, encourage, or regulate largely 
determine the relative roles of these three arrangements; and most govern
ments have delegated the lion's share of responsibility to public pay-as-you
go plans. 

Criteria for Policy Choice 

How are we to evaluate alternative policies? The effects of government 
policies depend on individual responses such as evasion and offsetting 
actions that reduce other saving, transfers, and work. As a result, each 
arrangement has broad implications for the operation of labor and capital 
markets, for the government's fiscal balance, and for the income distribu
tion in society. . 
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We argue that old age security programs should be both an instrument 
of growth and a social safety net. They should help the old by facilitating 
people's efforts to shift some of their income from their active working years 
to old age, by saving or other means; by redistributing additional income to 
the old who are lifetime poor but avoiding perverse intragenerational redis
tributions and unintended intergenerational redistributions; and by provid
ing insurance against the many risks to which the old are especially vulnera
ble. They should help the broader economy by minimizing hidden costs that 
impede growth, such as reduced labor employment or productivity, reduced 
saving, excessive fiscal burdens, misallocated capital, and heavy administra
tive expenses; by being sustainable, based on long-term planning that takes 
account of expected changes in economic and demographic conditions, 
some of which may be induced by the old age system itself; by being trans
parent, to enable workers, citizens, and policymakers to make informed 
choices, and being insulated from political manipulations that lead to poor 
economic outcomes. Few programs fulfill these criteria. 

Toward a Multipillar System 

One of the prime policy issues in the design of old age security pro
grams is the relative importance of the saving, redistribution, and insur
ance functions and the role of government in each. Saving involves income 
smoothing or postponed consumption over a person's lifetime. Redistribu
tion involves shifting expected lifetime income from one person or group 
to another. Insurance involves protection against the probability that reces
sion or bad investments will wipe out savings, that inflation will erode their 
real value, that people will outlive their own savings, or that public pro
grams will fail. 

A major shortcoming of existing systems is that governments have tried 
to provide all three functions through a single, earnings-related, payroll-tax 
financed, publicly managed system. This leads to a complex nontransparent 
system in which contribution rates are not closely linked to benefits, laying 
the groundwork for evasion, labor market distortions, political manipula
tion, and perverse redistribution. The pay-as-you-go method of finance 
hides the true size of pension obligations and thus gets systems into finan
cial trouble, it fails to encourage saving, it leads to sharply rising contribu
tion rates as populations age and systems mature, and it produces large 
intergenerational transfers. 

Separating the Saving and Redistribution Functions 

A central recommendation of the report is that countries should sepa
rate the saving function from the redistributive function and place them 
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under different financing and managerial arrangements in two different 
mandatory pillars-one publicly managed and tax-financed on a pay-as
you-go basis, the other privately managed and fully funded-supple
mented by a voluntary pillar for those who want more. 

The public pillar would have the limited objective of alleviating old age 
poverty and coinsuring against the risks associated with old age. Backed by 
the government's power of taxation, this pillar has the unique ability to pay 
benefits to people growing old shortly after the plan is introduced, to redis
tribute income toward those with low lifetime incomes, and to coinsure 
against long spells of low investment returns, recession, and inflation. 

The public pillar could take one of four alternative forms that are con
sistent with this limited objective. It could be part of a means-tested pro
gram for the poor of all ages, with eligibility criteria taking into account the 
diminished ability of the old to work and benefit levels taking into account 
age-linked needs. Alternatively, it could offer a minimum pension guaran
tee to a mandatory saving pillar. As two other alternatives, it could pay a 
universal or an employment-related flat benefit that coinsures a broader 
group. The important point is that it should provide a social safety net 
rather than higher benefits to higher income groups. Having an unambigu
ous and limited objective for the public pillar helps to keep benefits mod
est and tax rates low, thereby minimizing evasion, misallocated labor, and 
perverse intra- and intergenerational transfers, while allowing space for the 
development of other pillars. 

A second mandatory pillar would be fully funded, would link benefits 
actuarially to costs, and would carry out the income-smoothing or saving 
function. This direct link should enable it to avoid some of the economic 
and political distortions to which the public pillar is prone. Full funding 
should boost capital accumulation and financial market development. The 
economic growth this induces should make it easier to finance the public 
pillar. But a successful second pillar should reduce the demands on the 
first pillar. 

The second mandatory pillar c.ould take two alternative forms: personal 
saving accounts or occupational plans. The important point here is that it 
should be privately and competitively managed to produce the best alloca
tion of capital and the best return on savings. The experience of many coun
tries indicates that publicly managed pension funds are likely to earn far less 
than privately managed funds. Many lost money throughout the decade of 
the 1980s because they were required to be invested in government securi
ties or loans to failing state enterprises at low nominal interest rates that 
became negative during inflationary periods . Publicly managed funded 
plans can become a hidden source of general revenues for government, 
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which may lead governments to borrow more or spend more wastefully 
than a more transparent source of revenue would with no market test of 
productivity and no political accountability. Private decentralized manage
ment helps to avoid these problems. But there are three caveats: countries 
must have at least rudimentary capital markets or the capacity to develop 
them quickly; careful government regulation is needed to avoid investments 
that are overly risky or managers who are fraudulent; and the public pillar is 
needed to fall back on in case investments fail. 

Voluntary occupational or personal saving plans would be the third pil
lar, providing additional protection for people who want more income and 
insurance in their old age. 

Although the redistribution and saving functions would be separated, 
the insurance function (insurance against inflation, disability, death bene
fits for survivors, and protection against investment and political risk) 
would be provided jointly by all three pillars, since broad diversification is 
the best way to insure in a very uncertain world. 

To give a rough idea of the magnitudes involved: A mature system with 
a stable population that has already aged would probably require a 20% 
payroll tax or contribution (or the equivalent in other taxes) ,  of which 5 to 
lO percentage points would be used for the public pillar (depending on the 
form it takes) and at least 10 percentage points would be used for the 
mandatory funded pillar (given the transactions costs involved and the 
crowding out of voluntary saving; less than 10% will not be sufficient in 
steady state, although this amount could be phased in gradually). Variations 
on this system are now being tried in Chile (which has a mandatory per
sonal saving plan with a minimum pension guarantee), Argentina (whose 
privately managed mandatory saving plan is accompanied by a flat benefit 
and a minimum guarantee in the public pillar), Australia (which has a 
mandatory occupational plan together with a means and asset-tested public 
pillar), and Denmark (where the occupational plan is virtually mandatory 
as a result of collective bargaining). 

Changing Circumstances in OECD Countries 

Although the report focuses on developing countries, in this paper I 
comment on the relevance to OECD countries. Many OECD countries 
adopted their current systems before World War II, at a time when private 
financial markets were undeveloped or in disrepute. These systems were 
expanded sharply in the 1950s and 1960s, at a time when real wages and 
population were both growing rapidly. Under these conditions it seemed na
tural to rely heavily on a publicly managed, payroll-tax-financed, pay-as-you
go system. Seemingly, everyone would come out ahead under this system. 
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However, the world has changed dramatically over the past 50 years. 
Real wage growth has slowed down and population growth has come to a 
halt in OECD countries, so that tax rates will have to go up sharply if the 
current system remains unchanged. It has become increasingly important 
to minimize work disincentives and to increase labor productivity through 
capital accumulation, which the public pillar is not well suited to do. Finan
cial markets are better developed than they were before and are global in 
nature, allowing funded plans to seek out the highest returns in a capital
scarce world and to benefit from international diversification. Under these 
changed conditions, shifting increased responsibility to privately managed 
funded plans that tie benefits to contributions is likely to enhance eco
nomic growth and provide higher pensions than continued reliance on a 
payroll-tax-financed, pay-as-you-go system. 

An additional concern is that old age poverty may reappear in the 
future, unless the public pillar is redesigned. In the past, poverty among 
the old was reduced without much lifetime redistribution from rich to 
poor, largely because the entire retired generation benefited from a posi
tive income transfer through the old age security system. But that positive 
transfer has now come to an end and is about to turn negative. At the same 
time, we observe a growing polarization of wages among workers in many 
OECD countries. Unless the public pillar becomes more targeted toward 
low-income groups, we may well see a resurgence of poverty among the 
old who were at the low end of the earnings distribution when young, did 
not save, and did not get a positive transfer upon retirement. If middle
and high-income workers receive a large part of their pension income 
through the mandatory funded pillar, this will allow the public pillar to 
focus more sharply on basic income needs which will keep these low-wage 
earners out of poverty when they grow old. And all income groups will 
benefit from diversification-getting their retirement income from more 
than one source, since one source can always fail. 

How to Get There 

How should countries establish a multipillar system? Although the ulti
mate goals are similar for all, the paths and time frame depend on country 
circumstances. In this paper I focus on older countries that already have 
substantial public programs with widespread coverage, whose costs will 
soar \vith rising dependency rates over the next three decades. Rather than 
relying on an ever-more costly public pillar to do it all, the time is ripe for 
these countries to make the transition to a mandatory multipillar system. 

But how can they do so, given the large implicit public pension debt 
that they have accumulated? The first step is to reform the public pillar by 
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raising the retirement age--continuously, as longevity increases, eliminat
ing rewards for early retirement and penalties for late retirement, reducing 
the benefit rate relative to wages (perhaps by holding the average real pen
sion constant as real wages increase), and making the benefit structure flat
ter (to emphasize the poverty reduction function), the tax rate lower, and 
the tax base broader. 

The second step is to launch the mandatory second pillar by setting up 
the appropriate contribution and regulatory structures. The transition can be 
accomplished by (1 )  allocating the savings from the downsized public pillar 
and the fruits of future productivity gains, together with additional contribu
tions, in some cases, to the second pillar (the gradual transition); or (2) rec
ognizing accrued entitlements under the old system and agreeing to pay 
them off while starting a completely new system right away. This involves 
designing the new system, calculating the implicit social security debt that is 
owed under the old system, and figuring out how to finance it all in a way 
that is both politically and economically acceptable (the radical transition). 

Several Latin American countries have already introduced the radical 
transition. For OECD countries the gradual transition seems more plausi
ble. In some cases the measures just described would free up enough re
sources to gradually phase in a second pillar over a 10- to 20-year time 
period. In most cases, given the aging demography, an increased contribu
tion rate or higher ceiling on taxable income will be needed as well-but 
hopefully this will be smaller, less distortionary, and more politically 
acceptable than under an unreformed system. 

Conclusion 

The right mix of pillars is not the same at all times and places. It 
depends on a country's objectives, history, and current circumstances, par
ticularly the relative strength of its redistributive and saving goals, its finan
cial markets, and its taxing and regulatory capability. The kind of reform 
needed and the pace at which a mandatory multipillar system should be 
introduced will also vary-from quick in middle- and high-income coun
tries whose systems are in serious trouble to very slow in low-income coun
tries, which should avoid these same mistakes. But one recommendation is 
clear: all countries should begin planning and educating the public now. 

Endnotes 
1 For much great detail and extensive bibliographical references, see World Bank 

1994. 

'For expositional simplicity, people over age 60 are referred to in this paper as "old." 
Qualitatively similar observations would hold if "old" referred to age 65 or 70. More 
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realistically, the concept of "old" means very different things in developed and develop
ing countries. 
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Changing the I nvestment Pol icies 
of Social Security 

JOYCE MANCHESTER 
U. S. Congressional Budget Office 

Many people are now worried about how best to prepare for paying 
benefits to the large cohort of baby boomers that will retire after 2010, in 
part because the Social Security trust funds are expected to be exhausted 
in 2029. In response to these concerns, some policymakers would like to 
allow the Social Security trust funds to invest in private securities, while 
others favor introducing individual retirement savings accounts to replace 
part of the Social Security system. By law, reserves in the Social Security 
trust funds currently must be invested in special U.S. Treasury securities 
("special issues"). But some critics argue that the future of the trust funds 
and the nation's economic prospects could be improved if this investment 
policy was changed. 

Could Revising the Social Security Trust Funds' Investment 
Policies Provide More Resources for the Retirement of the 
Baby Boomers? 

Unless policymakers wish to augment transfers from young to old, the 
only way to expand resources available to future retirees is through faster 
economic growth. Indeed, expanding the size of the economic pie would 
raise living standards for all ages. Faster growth can most reliably be 
attained through increased national saving to spur investment and raise 
productivity. Faster growth in productivity leads to faster economic growth 
by expanding the production of goods and services that can be distributed 
among the population. Not only would the elderly enjoy some of this 
bounty, but the working people who must contribute to the Social Security 
system to pay for the benefits of retirees would gain as well. 

Although faster economic growth would help to finance the retirement 
of the baby boomers indirectly by making more resources available to all, it 

Author's Address: Congressional Budget Office, U.S.  Congress, Washington DC 
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does not solve all the problems of retirement funding. For example, more 
rapid growth does not make funding much easier for either Social Security 
or private pension plans of the defined benefit type in which benefits are 
tied to the growth of real wages. As real wages rise, so, too, do benefits, 
meaning that the flow of revenues into the system approximately keeps 
pace with the flow of benefits going out of the system. If revenues and 
benefits do not match, higher growth does little to correct the problem. 

Approaches That Claim to Encourage Economic Growth 

Some approaches to changing the investment policy of the trust funds 
would require investing in securities that in turn finance investments in 
sectors thought to foster economic growth. For example, in the past, advo
cates have urged that the trust funds invest in state or municipal govern
ment securities, an education-loan bank, or community-loan funds to pro
vide more public infrastructure, education, or training opportunities. 

However, switching the form in which assets of the Social Security trust 
funds are held would offer little or no improvement in the outlook for the 
wider economy or even for specific sectors of the economy. Using less 
Social Security money to help finance the deficit in other federal accounts 
would mean only that private saving, which now is invested in nonfederal 
securities, would have to finance that part of the Treasury's borrowing. 
Hence redirecting money from Social Security to investments other than 
Treasury debt could not expand nonfederal investment as a whole. 

Having the trust funds invest in particular nonfederal sectors would 
probably not even significantly expand funds available to those sectors or 
significantly reduce the cost of borrowing. Private investors readily shift 
their funds among different assets in search of the highest returns. If a sig
nificant flow of Social Security money into a particular security depressed 
the return of that security just a b it relative to others in the market, 
investors would take their funds out of those assets in search of others with 
higher returns. As a result, borrowing costs and the total supply of funds 
would change little. Small markets in certain securities could, however, 
provide exceptions to this rule. 

Approaches That Claim to Improve the Investment Perfomwnce of the 
Social Security Trust Funds 

Another approach to revamping Social Security is to enhance the 
investment performance of the trust funds, perhaps with an eye toward 
expanding benefits or reducing the financing burden. Under this approach 
the trust funds could hold high-yielding corporate securities rather than 
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special Treasury securities that earn relatively low yields. Even if higher 
returns were achieved, however, the cost of the Social Security system 
would remain unchanged-at least as measured by the benefits it pays , 
which have to come out of the goods and services produced by workers. 
And better investment performance of the trust funds would reduce 
income earned by other investors, in precise proportion to the amount that 
it increased returns to the funds. 

At the same time, changing the portfolio mix implies that the trust 
funds would have to take on the increased risks that in the private market 
justify high returns for corporate equities or corporate bonds. Businesses 
can fail, dividends can be cut, and stock prices can fall. High rates of infla
tion would batter the value of the special Treasury securities that the trust 
funds now hold, but none of these other risks apply to the special securi
ties. 

Approaches That Attempt to Give Individuals More Control over Their 
Social Security Funds 

Approaches that would allow individuals to choose how to invest part of 
their Social Security contributions would enhance private control over 
retirement funds and presumably reduce the financing burden on the 
economy. These approaches would establish mandatory defined-contribu
tion pension plans-called individual retirement savings accounts (IRSAs) 
for the purposes of this analysis-and would divert at least a portion of the 
Social Security payroll tax to such accounts. 

Such approaches raise a number of thorny issues, including how the 
accounts could be integrated with the current system, whether such ac
counts would meet expectations for their rate of return, and whether they 
would undermine the redistributive goals of the current system. A further 
question is whether saving by individuals for retirement outside of Social 
Security would be raised or lowered if payroll tax revenues were shifted to 
IRS As. 

Giving individuals more control over their Social Security contributions 
could either increase or decrease overall private saving. If baby boomers, 
who have expressed some skepticism about the Social Security system, 
became more confident that retirement benefits from Social Security or 
IRSAs would be available, discretionary saving for retirement could 
decline. If early withdrawals were allowed, as is true for individual retire
ment accounts now, retirement saving could decline even further. How
ever, individuals might take a greater interest in providing for their retire
ment if they were constantly reminded of the need to save for retirement. 
In that case, individual saving for retirement might rise. 
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Is Partially Privatizing the Social Security System Feasible 
without Further Changes? 

79 

If some of the money currently going to the Social Security trust funds 
were transferred to individual retirement savings accounts, something 
would have to be done to maintain the long-run financial integrity of the 
Social Security system. It clearly could not maintain the same levels of ben
efits with lower income for a long period of time. Although the offsetting 
changes in revenues or benefits are not spelled out in some of the 
approaches, the options are clear: benefits might be reduced to match the 
lower cash flow, payroll taxes might be increased (thus undermining one of 
the major arguments for privatization), or the system might get subsidies 
from general revenues. 

One country-Chile-that has already taken the step of privatizing a 
segment of its social security system illustrates the choices that must be 
made. Chile has privatized pensions for new employees as well as for more 
than 90% of existing employees who chose to join the new system. The 
remaining existing employees continue to pay into the state system and 
receive benefits under it, with some slight adjustments in the structure of 
benefits. Because the Chilean system, like the U.S. system, was not fully 
funded but had a large pay-as-you-go element, the end of contributions has 
left the system with substantial shortfalls that must be met with subsidies 
from general revenues. A considerable amount of government debt will 
also be created in the future to meet the deficits of the old system, provide 
minimum benefits, and redeem the bonds that were issued to existing 
employees for prior service when they joined the new system. 

Similarly, changes that would partially privatize the U.S. Social Security 
system raise the question of how benefits for current and soon-to-be 
retirees would be financed. Increasing payroll taxes is not likely to be 
acceptable, since one of the main reasons for changing the current system 
is concern over current levels of the tax. In fact, since the inception of the 
system, policy has been aimed at maintaining the appearance that Social 
Security pays its own way. Thus subsidies would be likely to attract consid
erable oppositiqn as well. Approaches that privatize a part of the system, 
therefore, would probably require a reduction in benefits paid out by 
Social Security. 

Could People Manage Their Own Funds Better Than the Social 
Security System? 

If individuals could choose how to invest IRSAs, policymakers would 
need to know whether workers could manage their retirement funds as 
well as or better than the Social Security system. 
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Investments in private securities, either corporate bonds or equities, do 
offer relatively high returns. Whether such high returns would be realized 
on average would depend on how much risk workers would be willing to 
assume in their IRSAs, how diversified their portfolios would be, and 
whether future asset returns follow their historical patterns. And unless 
national saving is higher than it otherwise would be, incomes would simply 
be shifted from one group of people to another without raising the level of 
resources available to all. 

The issue is further complicated, since the Social Security system com
putes benefits in a complex way that provides substantially different 
returns to different participants in the system. Thus some individuals might 
benefit and others could lose from any privatization of the system. 

Investment Choices by Individuals 

Many people tend to invest conservatively in low-risk, low-return in
vestments when they control their own retirement funds. Three existing 
vehicles for retirement investment-40l(k) plans and the self-directed 
retirement funds for federal workers and for teachers and professors
tend to be heavily invested in fixed-income securities such as bonds and 
guaranteed investment contracts (GICs) that invest in a fixed-interest con
tract with an insurance company. Higher return but higher risk invest
ments such as equities or stock mutual funds draw only 35% to 50% of the 
amount invested. 

If this preference for low-risk, low-return investments also pertains to 
IRSA holders, individual choice is unlikely to increase the resources avail
able to baby boomers in retirement as long as national saving does not 
change much. Assets in IRSAs, if conservatively invested, would probably 
not earn much higher returns than currently accrue to the trust funds, and 
some individuals might find that their market rate of return was in fact 
below what they had expected and planned for. 

Historical Returns on Investment Portfolios 

Between 1926 and 1987 stocks were by far the best long-term invest
ment on average. Common stocks earned a compound average return of 
9.9% a year in nominal terms over that period, while the compound annual 
return for long-term corporate bonds was only half as. high. Inflation aver
aged 3%. Among government securities the average return on long-term 
government bonds lay somewhat below that of long-term corporate bonds, 
and U.S. Treasury bills with maturities of less than one year showed an 
even lower average return that beat inflation by only a small margin. 
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The riskiness of each of these broad categories of investments, how
ever, varies with the average compound rate of return. In other words, cat
egories with higher average total returns are more likely to show rates of 
return in any one year that are substantially above or below the average for 
the period. Investors obtain more reliable-though lower-rates of return 
when they invest in short-term securities of the federal government than 
when they invest in common stocks. 

Risks associated with holding particular securities can be reduced by 
diversification. To illustrate the possible range of returns for individual 
investors who invest in common stocks through mutual funds, CBO calcu
lated compound total returns on the top 10% and the bottom 10% of mu
tual funds that invested in common stocks over the 1984-1993 period. 1 A 
lucky investor, who earned an average annual return of 18.4%, would have 
seen an initial $1 ,000 investment burgeon to $5,414. An unlucky investor, 
who earned just 5.2% a year on average, would have had an initial $1 ,000 
investment grow to only $ 1 ,660. Moreover, the unlucky investor would 
have had a much greater probability of negative returns in any one month. 

The outcomes for some could be even worse than the weakest experi
ence described here, since the mutual funds that had the worst perfor
mance over the past ten years probably went out of business and are, thus, 
not even reflected in the data. Workers who purchase securities directly 
will be exposed to yet greater risk. 

Other Types of Risk Associated with Individual Retirement Savings Accounts 

Benefits received from an individual retirement savings account would 
depend not only on the rate of return earned on the account but also on 
the value of the annuity that could be purchased at the time of retirement 
and on the administrative costs associated with maintaining the accounts. 

Unlucky market timing at the point that the IRSA is converted into a 
stream of payments could present additional risk. If the market for stocks 
suffered a setback at the time of a person's retirement, for example, a sig
nificant share of the gains earned over many years could be lost. Careful 
management, together with rules allowing partial conversion of the IRSA 
into an annuity over a period of time, could ameliorate the risk from 
unlucky market setbacks. And administrative burdens could be severe, 
especially for the smallest accounts. 

Would Individual Retirement Savings Accounts Be Inconsistent 
with Some of the Goals of the Social Security System? 

A major concern raised by opponents of approaches that include IRS As is 
that individual accounts could undermine the progressive benefit structure 
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of the Social Security system. Benefits under the Social Security system are 
determined by a complex system that seeks a balance between equity and 
ensuring an adequate level of benefits even to the poorest recipients. Moving 
to IRSAs would alter this balance. The amount of retirement income derived 
from funds invested in an IRSA would be determined by the amount 
invested and the rate of return on that investment. That payout scheme 
would be equivalent to moving to a defined contribution plan instead of a 
defined benefit plan. 

If IRSAs were implemented, the impact on the distribution of benefits 
would depend on the percentage of benefits based on assets in the IRSA. 
If the current benefit structure was simply replaced with one in which 
retirement benefits were determined by the amount of money in one's 
IRSA, then its progressive character would be eliminated. All else being 
equal, a retired worker who consistently earned one-half of the earnings of 
the average worker would expect to receive half of the average benefit.2 By 
comparison, under current law, that low-wage worker receives roughly 
65% of the average benefit. Similarly, a retired worker who�e lifetime earn
ings were 50% higher than those of the average worker could expect to 
receive 50% more than the average benefit under a pure defined contribu
tion plan rather than about 30% above the average benefit under the cur
rent system. Deviations would occur if the rates of return on investments 
differed. 

However, the goal of redistribution need not be abandoned if IRSAs 
were adopted. Other federal programs, such as the Supplemental Security 
Income program, used in conjunction with Social Security benefits based 
strictly on the value of IRSAs could achieve minimum levels of income or 
redistributional objectives. Alternatively, a progressive benefit structure 
could be maintained by using a mixed strategy in which only a portion of 
the payroll tax would go to the I RSA. If the benefit structure for the 
remainder was left in place, then the overall system would still be progres
sive, albeit somewhat less so. One way of doing this would be to lower the 
replacement rates within each of the three brackets in the benefit formula 
proportionately, while setting the bend points as under current law. 
Another approach (which could be combined with the mixed strategy) 
would be to adjust either the Social Security benefits that would be paid or 
the percentage of earnings put into an IRSA for individual workers to pre
serve the current degree of progressivity. 

Other aspects of the Social Security system would be more difficult to 
preserve. For example, the specific treatment of benefits for disabled 
workers and for survivors and spouses of workers in the present benefit 
structure might not be easily replicated in a defined contribution plan. And 
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the indexed annuity feature of the current Social Security system, which 
ensures that benefits are indexed to keep pace with inflation and are paid 
as long as a person lives, might not be available in private markets. If 
IRSAs were paid out as lump-sum distributions at the time of retirement, 
people who did not invest wisely or who lived unexpectedly long lives 
might find themselves without sufficient financial resources toward the end 
of their lives. 

In sum, moving to a system in which a portion of one's Social Security 
benefits was based on investments in an IRSA would require decisions to 
be made about which elements of the current benefit structure should be 
preserved, modified, or eliminated. Mechanisms could probably be devised 
that would preserve the long-established principle of providing higher 
earnings replacement rates for retired workers with low lifetime earnings. 
But maintaining the myriad other features of the system would be much 
more of a challenge. 
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DISCUSSION 

EMILY S .  ANDREWS 
The World Bank 

The papers presented in this session exemplifY the broader perspective 
of recent research investigating the economic impacts of public and private 
pension plans. From a relatively compartmentalized focus several years 
ago, researchers and policy analysts have branched out in their considera
tion of the economic impacts of public and private pension systems within 
and across nations. The two papers I am discussing, Gustman, Mitchell, 
and Steinmeier and Hsin and Mitchell, fit into a pattern of greater integra
tion, innovation, and breadth by expanding the boundaries of our research 
interests. 

The Gustman et al. paper, based on the new Health and Retirement 
Survey (HRS),  uses the initial wave of individuals approaching retirement 
age to describe the cohort's labor market status at the beginning of their 
transition to retirement. The HRS, funded by the National Institute on 
Aging, will provide the first longitudinal data on the process of retirement 
since the well-researched Retirement History Survey (RHS). The ques
tions asked offer some of the same information as the RHS but also include 
a number of new questions. These were developed, in part, to strengthen 
some of the weaknesses of the earlier survey. Gustman et al. examine some 
of the new variables. Both the freshness of the data and the authors' 
broader approach placed the paper within the new school of pension and 
retirement research described above. 

Hsin and Mitchell use data based on 325 state and local retirement sys
tems to consider a topic that used to be the stepchild of pension research
state and local pension plans. In the past, attention was focused on private 
pension plans or the social security system. While it was acknowledged that 
state and local plans were not necessarily fully funded, there was less inter
est in their financial status, assuming that government's capacity for 
increased taxation backed by the power of strong employee unions would 
ensure that any shortfall would be covered. With greater sophistication 

· about the financial implications of underfunding and under the political 
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pressure of a potential tax revolt, such a sanguine outcome can no longer be 
assumed. Hsin and Mitchell are among the first researchers to analyze pub
lic sector plans, in part, because of the difficulties in obtaining comparable 
data. Beyond this factor, however, Hsin and Mitchell have been willing to 
address an area that other researchers have neglected. 

In my discussion of the Gustman et a!. and Hsin and Mitchell papers, I 
will highlight those findings I consider most interesting, point to some 
issues for future consideration, and suggest some research implications 
within a broader policy perspective. 

Older Union and Nonunion Workers 

In their paper Gustman et a!. present some of the first findings from 
the new HRS. They consider the initial work and retirement status of the 
population, they investigate patterns of compensation among current work
ers, and they address issues related to the quality of employment. Within 
their presentation, they consider differences between union and nonunion 
workers. 

The most interesting finding related to current employment is that 21% 
of all men in the 51 to 61 age group are not working at all. Gustman et al. 
also present figures on the self-reported retired. Overall, 15% of all men in 
this age group consider themselves retired. The difference between the 
percentages of men who are not at work and retirees is 6%. I suspect that a 
relatively small percentage of this residual is unemployed and a larger per
centage has a disability that precludes their work. A finer breakdown by 
age would also be interesting. Finally, I am curious about the sources of 
income supporting preretirement-age men who are out of the labor force. 
While this is not the focus of the paper, I find the rate of nonworking men 
extremely high and believe we need more information on preretirement 
labor force exiters, particularly in view of the steady decline in labor force 
participation of older men over the past 20-30 years. 

One of the most innovative parts of the HRS is the compilation of atti
tudinal questions. I found responses to the "quality of employment" ques
tions of more immediate interest. In particular, several union/nonunion dif
ferences suggest that nonunion jobs have positive attributes not found in 
union jobs. A greater percentage of nonunion workers consider that they 
have the freedom to make decisions on the job, that they have an influence 
on their pay, that they can partially retire. A greater percentage of non
union workers do not consider that they work for money and would not 
retire if they lost their job. In other words, these workers have greater 
autonomy and are able to exercise greater flexibility in their work life. 
Since nonunion jobs appear to be the wave of the future, research could 
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benefit by focusing on nonunion workers who may earn less but have more 
flexible attitudes as well as 40l (k) plans. 

Public Sector Pensions: Can They Meet the Challenge? 

The paper by Hsin and Mitchell is part of a broader program of research 
on state and local pension plans in which the authors incrementally nibble 
away at our ignorance on the topic. The authors investigate the impact of 
state and local pension governance on pension funding and actuarial 
assumptions and find that the proportion of pension fund board members 
elected by plan participants is negatively related to the assumed actuarial 
interest rate and the assumed spread rate. In addition, through these 
assumptions, actual contributions to the fund are higher. These assumptions 
are also affected by the unemployment rate and by funding status. 

My interpretation of these findings is that the impact of pension plan 
participants on the financial health of the plan is a tendency toward fiscal 
conservatism. But the research leads me to believe that I am only seeing 
part of the elephant. How else does fiscal conservatism translate itself? For 
example, do pension fund boards with greater participant influence invest 
more conservatively? Do such investments mean that rates of return are 
too low and that contributions are unnecessarily high? Hsin and Mitchell 
also find that contributions are a smaller percentage of payroll in plans in 
which independent performance evaluations are more frequent. This sug
gests that pension plans with greater participant influence are overly con
servative. 
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The Effects of Ownership on 
Relative Wages 

SUSAN C. SASSALOS 
University of California, Riverside 

There is reason to believe that employer wage policies may be con
tributing to the current income inequality in this country (Rynes and 
Milkovich 1986). Wage surveys indicate that even among firms within the 
same industry and region, wide variations exist in the pay offered for the 
same type of work. These interfirm wage differentials may not be entirely 
the result of differences in worker ability or working conditions, as the 
competitive market model would suggest, but from differences in the fac
tors that govern the allocation of organizational rents among the firm's 
stakeholders, where labor is one of several claimants. 

Differences in the governance and control structure of the firm have 
been used to explain some of the variation in top management pay and per
formance. These differences might also explain some of the variation in 
firm wage policy. Shareholders with a large stake in the firm can force 
management to profit maximize. In firms where ownership is held by such 
a large number of small shareholders that their power to control the firm is 
diluted, labor may be able to extract higher wages. This study investigates 
the sources behind employer wage differentials by examining the relation
ship between the firm's ownership structure and the wages it pays. 

Author's Address: The A. Gary Anderson Graduate School of M anagement, University 
of California, Riverside, CA 92521 .  
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Theories of Wage Determination 

Observations of the labor market have consistently revealed a large 
variance in the wages earned by workers in the same occupation, industry, 
and location. Explaining the source of this variation has proved to be a 
challenging puzzle. Adding to the complexity is evidence in some sectors of 
the existence of firm wage differentials, defined as persistent variations in 
the wages paid by an employer which are consistent across all occupations 
(Groshen 1991) .  Both efficiency wage and rent-sharing models have been 
employed to explain firm wage differentials. 

One variant of the efficiency wage model suggests that equity considera
tions, or employees' perceptions of fairness, may affect their productivity 
(Akerlof 1984). Employees' perceptions of the fairness of their wages are not 
only based on comparisons with the external market but also on internal 
comparisons with other workers in the firm. Tradition and custom are 
believed to play a role in legitimizing and establishing norms with regard to 
pay comparisons. These norms of fairness are expected to affect the distribu
tion of economic rents within the organization (Doeringer and Piore 1971 ). 

Rent-sharing models offer a similar explanation for wage variation. 
These models propose that trilateral bargaining occurs between manage
ment, employees, and the owners or shareholders of the firm over organi
zational rents (Aoki 1984). Tests of the rent-sharing model generally sup
port the idea that wage premiums are associated with the ability of the firm 
or industry to generate rents (Kruger and Summers 1987; Dickens and 
Katz 1987) .  Additional studies have found that the bargaining power of 
workers is a significant negative determinant of industry profit rates (Free
man and Medoff 1984). 

The Relationship between Ownership and Wages 

The rent-sharing model also suggests that the ownership structure of 
the firm should affect wages. The structure of ownership affects the power 
of shareholders to ensure that the firm is run so as to maximize returns on 
their investment. If  the distribution of rents is determined by bargaining 
between management, employees, and shareholders, then ownership 
structures that give shareholders greater control should increase their bar
gaining power and their ability to claim rents. 

Ownership appears to affect executive compensation in ways that are 
consistent with a rent-sharing model. Several studies have already estab
lished that a relationship between ownership structure and executive com
pensation exists where ownership concentration influences the level of 
executive pay and its relationship to firm performance. When ownership is 
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concentrated, shareholders can force management to maximize firm value. 
OtheiWise, it is proposed that managers will maximize their own utility. 

There are several reasons to believe that in addition to increasing their 
own pay, executives may also have a preference for increasing the pay of 
their subordinates. First, Hicks ( 1935) has hypothesized that executives 
may overpay their subordinates in order to buy themselves a "quiet life." 
Employees who are paid well above their reservation wage might be easier 
to supervise and generally more submissive. Also, the high wages paid to 
employees in regulated industries with rate-of-return pricing have been 
attributed to management having no incentive to reduce labor costs and, 
therefore, "buying" labor peace (Ehrenberg 1979). 

Second, highly paid subordinates may legitimize high levels of execu
tive pay. Simon ( 1957) proposes that salaries are determined by require
ments of internal consistency within the hierarchy of the organization and 
by norms of proportionality between salaries of executives and their subor
dinates. This suggests that a supervisor's pay will be a function of the wages 
of his or her subordinates. Several organizations have recently adopted 
policies that constrain the CEO's base salary to a multiple of the average 
worker's salary. 

Finally, equity norms may prevent executives from raising their own 
pay without subsequently raising the pay of their subordinates. A particu
larly effective bargaining tactic employed by unions is to focus public 
attention on top management's pay and bonuses when the firm has 
demanded cutbacks or wage concessions. The level of management com
pensation, because it is public information, may signal to workers the firm's 
ability to pay. Cowherd and Levine ( 1992) find a positive relationship 
between interclass pay equity (the pay of lower-level employees relative to 
that of top management) and product quality. This suggests that unless 
executive pay increases are accompanied by high firm wage premiums, 
they may result in morale problems and low productivity. 

Ownership may have direct effects on firm wages, irrespective of its 
effect on executive compensation. Gokhale, Groshen, and Neumark ( 1992) 
find that although paying wage premiums does not appear to make a firm a 
takeover target, wage premiums are reduced after hostile takeovers. Alterna
tively, Lichtenberg and Siegel ( 1989) find no evidence that takeovers are as
sociated with declines in average wages, while Brown and Medoff ( 1988) 
find only a slight decrease in average wages after mergers. Rosett ( 1990) ex
amines the relationship between takeovers and subsequent union wage con
cessions. He finds that only a small fraction of the premiums which share
holders receive after a takeover can be explained by union wage concessions, 
and for hostile takeovers, unions actually experience wealth increases. 
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Carter and Stover ( 1991 )  find a nonlinear relationship between man
agement ownership and total compensation. Although examining total 
compensation costs tells us nothing about the wage premiums offered for 
individual jobs, their results could indicate that at low levels of manage
ment ownership, shareholders have enough control to expropriate rents. As 
management's control increases, they collude with employees to capture 
rents in the form of compensation. At high levels of ownership, the inter
ests of managers and shareholders converge, which ensures a division of 
rents more favorable to shareholders. Of course, if the increase in compen
sation costs is the result of increased employment rather than increases in 
wages, then workers would appear to be unable to expropriate rents. 

Hypotheses 

This study examines the effect of variations in ownership structure on 
the firm wage differential. Three characteristics of the ownership structure 
are expected to effect firm wage differentials: ownership concentration, 
institutional ownership, and insider ownership. 

Ownership concentration is expected to be negatively correlated with 
the firm wage differential because concentration increases shareholder 
power. For shareholders with a small stake in the firm, the costs of obtain
ing information on whether management is acting in their interest may 
outweigh the benefits they receive. Because large blockholders have a 
greater investment at stake and can capture a larger portion of the gains, 
they should expend the resources necessary to overcome information 
asymmetries. Their coordinated voting power allows them to exercise influ
ence over organizational outcomes. Also, the potential takeover threat that 
they pose may induce management to pur�ue profit-maximizing strategies. 

Similarly, the proportion of shares held by institutional investors may 
be negatively related to the firm wage differential. Institutional investors 
have greater expertise and can monitor management at a lower cost than 
individual shareholders. 

The effect of insider ownership on the firm wage differential is theoret
ically indeterminate. On the one hand, as Carter and Stover's work sug
gests, high levels of management ownership may align management's inter
ests with those of the shareholders. Because ownership binds the 
manager's personal wealth to firm performance and profitability, we would 
expect to find an inverse relationship. On the other hand, high levels of 
insider ownership can insulate management from discipline from the mar
ket or the firm's board of directors, allowing managers to pursue their own 
interests at the expense of the other shareholders. Management may 
receive all of the benefits of working with highly paid subordinates, while 
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sharing the costs with the other stockholders. If so, we would expect man
agement ownership to be positively related to firm wage differentials. 

In addition to ownership, several other variables which are expected to 
affect firm wage differentials are also examined. Although the CEO's abil
ity to keep labor costs down may be rewarded by the shareholders, there 
are reasons to believe that CEO pay will be positively related to firm wage 
differentials. CEO compensation may act as a proxy for management bar
gaining power (relative to the shareholders). If the level of CEO pay is high 
relative to other firms in the industry, it may be indicative of management's 
ability to expropriate rents. CEO compensation may also signal the firm's 
ability to pay. Above-market pay for executives may motivate workers to 
demand pay increases or fight wage cuts. Consequently, CEO pay is 
expected to be positively correlated with the firm wage differential. 

Both rent sharing and efficiency wage theories predict that the skill 
composition of the firm will affect the firm wage differential and predict 
that firms with a higher percentage of highly skilled or white-collar workers 
will pay all occupations, even low-skilled ones, a premium. This contradicts 
the competitive model which predicts that workers should earn the market 
wage, irrespective of the skills mix at the firm in which they are employed. 
Inept workers who shirk and waste the time of their highly skilled cowork
ers impose a greater cost on the firm when the proportion of skilled work
ers is high, while increases in effort can result in larger potential gains for 
the firm. Equity theory also predicts that in firms with high proportions of 
skilled workers, low-skilled workers will interact with them frequently and 
will tend to use them as referents for pay comparisons. 

Consequently, rent sharing predicts ( l )  ownership concentration and 
institutional ownership will have an inverse relationship with the firm wage 
differential, (2 )  insider ownership will influence wage differentials 
(although the direction of the effect is indeterminate), and (3) CEO com
pensation and the proportion of skilled workers will have a positive effect 
on the wage differentials. In order to test the model, each of these vari
ables will be regressed on the firm fixed effects on wages, with controls 
added for unionization, firm size, income, and subsidiary status. 

Data and Methods 

The wage data used in this study were obtained from the California 
Benchmark Survey, a compensation survey conducted by William M. Mer
cer, Inc., in March of 1991.  The survey contains information submitted by 
262 organizations representing 465 reporting locations and 88,232 incum
bents. The data contain information on 170 positions from "clerk" to "chief 
financial officer." Of the 262 firms that responded to the survey, 170 firms 
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reported data for at least 10 positions. Firms report information on an 
average of 58 positions. 

Of these 262 firms, the average number of employees was 2,763. Forty
five percent of the firms had less than 500 employees and 37% had over 
1 ,000 employees. Twenty percent of the firms reported some union repre
sentation of employees. While Groshen's ( 1991 )  survey primarily sampled 
manufacturing firms, only 20% of the firms in this survey are in manufactur
ing; 25% of the firms are in the areas of finance, insurance, and real estate. 

Following the method used by Groshen (1989) and Leonard (1989), the 
log of the average wage for each position is regressed upon a set of occupa
tion and firm dummies and controls for industry and labor market. These 
dummies control for 160 positions, 170 firms, 23 industries, and 12 labor 
markets (within the state of California). The coefficient on each firm dummy 
represents the firm fixed effects on wages averaged across all occupations. 

Next, the firm fixed effects are regressed upon ownership variables, the 
CEO's base pay, and the firm's percentage of exempt workers. Firm size, 
profitability, unionization, and industry are added to the model as controls. 
Total assets, net income, CEO base pay, and ownership information (the 
number of shares held by insiders, by institutions, and by owners holding at 
least a 5% stake) for 75 of the 262 firms were obtained from the Compact 
Disclosure data base. 

Results 

Occupation, industry, and labor market alone account for 85% of the vari
ance in wages. Firm effects account for at least 3% and at most 13% of the 
variance. An F-test supports the hypothesis of jointly significant employer 
effects at the .Ol level. The standard deviation of the firm effects is 0.14. 

Firm fixed effects were also calculated separately for clericals, middle 
managers, and top executives. The wages that the firm pays its top execu
tives are significantly correlated with those of middle managers, and the 
wages received by middle management are highly correlated with those of 
clerical workers. 

Table 1 displays the variable means and correlations on 75 firms in the 
California Benchmark Survey for which some ownership data could be 
obtained. The firm fixed effects are not significantly correlated with any of 
the ownership variables but are significantly and positively correlated with 
CEO pay. 

The first column in Table 2 presents the results of a regression of the 
firm fixed effects on firm characteristics. Of the three ownership variables, 
only insider ownership is significantly related to the firm wage differential. 
Increasing the percentage of insider ownership by one standard deviation 



TABLE l 
Means and Correlations (p-values) 

Means 
Variables N (Std. De'".) 2 3 4 5 6 7 8 9 10 1 1  

1 .  Finn wage 75 -0. 1 1  
differentials (0.12) 

2. % Insider 75 16.45 0.14 
mmership (20.85) (0.23) 

3. % Institutional 75 45.02 -0.08 -0.35 
ownership (22.98) (0.49) (0.001)  

4 .  % Five percent 75 13.80 0.003 -0. 17 0.25 5: 
owners ( 15.38) (0.98) (0. 13) (0.03) o:l 

0 
5. Log CEO 70 13.53 0.23 -0.23 0.18 -0.04 ::0 

compensation (0.64) (0.06) (0.05) (0.14) (0.73) t:rl 
n 

6. Firms with union 75 0.14 0.32 0.06 0.04 -0.14 0.05 0 
representation (0.35) (0.005) (0.62) (0.72) (0.21) (0.67) z 

0 
7. % Exempt 71 50.10 0.16 0.07 -0.06 -0.04 -0.24 -0.16 :::: 

n employees (20.72) (0.20) (0.56) (0.61) (0.77) (0.05) (0.16) CJJ 
8. Age of firm 71 56.83 -0.07 -0.24 0.09 0.16 0.40 0.09 -0.37 

(35.43) (0.56) (0.04) (0.44) (0.17) (0.001) (0.45) (0.003) 
9. Subsidiary 75 0.46 -0.10 -0.49 0.20 0.03 0.28 0.03 -0.23 0.42 

status (0.50) (0.41 )  (0.001 )  (0.09) (0.78) (0.02) (0.79) (0.06) (0.0002) 
10. Log total 75 6.77 0.25 -0.12 0. 11  0.04 0.29 0.19 -0.43 0.12 0.16 

employees (1 .35) (0.03) (0.31) (0.33) (0.71) (0.01 )  (0.08) (0.0002) (0.32) (0.17) 
11. Log total assets 75 14.60 0.13 -0.50 0.20 -0.05 0.59 0.09 -0.25 0.41 0.54 0.36 

(2.14) (0.29) (0.0001 )  (0.08) (0.65) (0.001) (0.43) (0.04) (0.0004) (0.0001)  (0.001 )  
12. Net income 75 162.73 0.04 -0.16 0.17 -0.07 0.23 0.31 -0.05 0.24 0.33 0.26 0.35 

( 10,000) (447.07) (0.72) (0. 16) (0.14) (0.54) (0.05) (0.01) (0.69) (0.04) (0.004) (0.02) (0.002) "' w 
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TABLE 2 

Regression of Firm Wage Differential on Ownership Structure (Standard Errors);'. 

1 2 3 

l. Intercept -0.929 " " .  -0.935" • •  -Ui71 • • •  

(0.193) (0.202) (0.396) 

2. % Insider 0.002" 0.001 0.001 

ownership ( 0.0009) (O.(Xl09) (0.()009) 

3. % Institutional -0.0001 -0.0004 -0.0007 

ownership (0.0007) (0.0008) (0.0009) 

4. % Five percent 0.002 0.002" 0.002" 

owners (0.001) (0.001) (0.001)  

5. Log CEO 0.072 " "  

compensation (0.0.'33) 

6. Union 0.144" " 0  0. 141\ " " "  0.153" • •  

dummy (0.307) (0.049) (0.049) 

7. % Exempt 0.307" • •  0.300" ""  0.280" " "  

employees (0.087) (0.095) (0.103) 

8. Age -0.0001 -0.0002 

(0.0006) (0.0006) 

9. Subsidiary -0.038 -0.042 -0.049 

status (0.040) (0.045) (0.049) 

10. Log total 0.045 ° 0 0  0.042 · · ·  0.()45" • •  

employees (0.013) (0.014) (().()15) 

1 1 .  Log assets 0.02 1 " "  0.024 " 0 0  0.008 

(0.010) (0.010) (0.012) 

12. Net income -0.00005 -0.00004 -0.00003 

(0. (Xl004) (0.00004) (0.00004) 

13. Service 0.027 0.021 0.020 

(0.050) (0.05 1 )  (0.052) 

14. Manufacturing 0.087 0.091 0.081 

(0.055) (0.0.'56) (0.057) 

15. Trade -0.011 -0.005 -().()18 

(0.066) (0.067) (0.087) 

R2 0.44 0.46 0.52 

Adjusted R2 0.32 0.32 0.36 

" • • •  p < 0.01; • •  p < 0.05; . p < 0.10 

(from a mean of 18% to 40%) is associated with a 4% increase in the firm 
wage premium. 

Firms with high levels of insider ownership may be younger, and new 
firms may have to pay wage premiums to attract workers. To see if the rela
tionship is affected by the age of the firm, column 2 controls for age. In 
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this model, the coefficient on insider ownership becomes insignificant, but 
surprisingly, the coefficient on 5% ownership becomes significant and posi
tive. Increasing the level of 5% ownership by one standard deviation (from 
a mean of 13% to 27%) is associated with a 3% increase in the firm wage 
premium. 

Column 3 adds the log of CEO compensation to the model. This vari
able has a significant and positive impact on the firm wage differential. A 
one-standard-deviation increase in CEO pay is associated with a 5% 
increase in the firm wage premium. 

In all of the models tested here, the percentage of exempt workers in 
the firm's workforce has a particularly large positive affect on the firm wage 
differential. A one-standard-deviation increase in the percentage of exempt 
workers (from 51% to 72%) is associated with a 28% increase in the firm 
wage premium. 

Discussion 

The results offer mixed support for the rent-sharing hypothesis. The 
hypothesis predicts a negative relationship between ownership concentra
tion and relative wages. The results, however, indicate that this relationship 
is positive, although the effects are quite small. It is difficult to explain why 
firms with concentrated ownership tend to pay slightly higher wages. One 
possibility is that concentrated ownership may serve to deter hostile 
takeover bids. This would allow management to make implicit contracts 
with employees and adopt relatively steep age-earnings profiles. Another 
prospect is that these firms may have recently experienced growth and 
needed to expand their workforce. Also, it may be that the wages paid are 
ultimately profit-maximizing, as the efficiency wage and rent-extraction 
models suggest. 

Although the effect is small, the s ignificant positive relationship 
between CEO compensation and firm fixed effects offers some support for 
the idea of collusion between management and labor. If CEO pay approxi
mates managemynt bargaining power with respect to the shareholders, 
then the results could be interpreted to indicate that when management is 
able to expropriate rents, they increase the pay of their subordinates. 

The composition of the workforce has a large, significant effect on firm 
fixed effects. Firms with a large proportion of exempt employees tend to 
pay their nonexempt employees much better than average. The idea that 
wage premiums tend to spill over from one group to another is also sup
ported by the high correlations between wage premiums paid to execu
tives, managers, and clericals. Equity considerations appear to play an 
important part in wage determination, but to a much greater extent than 
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equity theory would predict. This research indicates large spillover effects 
between broad occupational groups. 

Conclusions 

This paper has examined the influence of shareholders' bargaining 
power on firm wages. Wages may be determined through trilateral bargain
ing between owners, managers, and labor; however, changes in sharehold
ers' bargaining power seem to have very little effect on worker's ability to 
claim rents. 

Overall, the results indicate that large increases in shareholder concen
tration are not associated with a decline in firm wage premiums. This sug
gests that shareholder gains from policies aimed at increasing their power 
may not come at the expense of reductions in employees' wages. The 
results indicate that the composition of the workforce has a large influence 
on firm fixed effects and that norms of equity appear to play an important 
part in explaining wage differentials. 
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White-Col lar  Job Displacement, 
1 983-1 99 1  

LORI G. KLETZER 

University of California 

Over the 1970s and 1980s, good-producing industries and production 
employment bore the brunt of structural and cyclical changes in the econ
omy. As a consequence, displacement research has concentrated on blue
collar job loss. It is now well established that for blue-collar workers, aver
age jobless durations are long and earnings losses sizeable (see Jacobson, 
LaLonde, and Sullivan 1993; Topel 1993) . Traditionally, white-collar 
employment has been relatively secure and not very sensitive to cyclical 
downturns and structural changes in the economy. Events of the past few 
years have shaken that presumption of white-collar job security. My goal in 
this paper is to examine the incidence and consequences of permanent job 
loss among white-collar workers since the early 1980s. The data sources are 
the biennial Displaced Worker Surveys (DWS) that have been supple
ments to the Current Population Survey (CPS) since January 1984. 

White-Collar Job Loss in the 1 980s and 1990s 

In the late 1970s and early to mid-1980s, changes in technology, 
changes in demand, increasing international competition, and the tradi
tional sensitivity to production levels all contributed to large-scale blue-col
lar job loss. Historically, white-collar jobs have been much less sensitive to 
variations in production levels. Particularly in the executive and managerial 
ranks, workers operated under the implicit understanding that loyalty and 
acceptable performance meant job security. 

A number of recent papers are informative about increasing white-col
lar job loss. Groshen and Williams (1992) find that the media perception is. 
false that white-collar workers were disproportionately affected by the 
1990-91 recession. Using aggregate data from the Bureau of Labor Statis
tics for the period since 1960, they find that the latest recession fits the 
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pattern of recessions in the last 30 years in that the blue-collar labor mar
ket was weaker and deteriorated more than the white-collar labor market. 
At the same time however, the 1990-91 recession had a greater impact on 
white-collar workers than previous recessions, and the recovery for white
collar workers was slow (but not unusually slow). 

Using data from the Displaced Worker Surveys augmented by data on 
nondisplaced workers from the regular CPS, Farber (1993) investigates the 
incidence and costs of job loss since 1982. He finds that older and more 
educated workers suffered substantially more job loss in the most recent 
recession than in the earlier (1982-83) recession. Specifically, college grad
uates were about 15% more likely to lose jobs in the 1990-91 period than 
in 1982-83, all things equal. Workers who were not college graduates fared 
about the same in the two recessions. Farber notes that at the same time, 
the cyclical nature of job loss is concentrated among younger and less edu
cated workers. 

The 1990-91 recession affected trade, finance, services, and computers 
more than in previous recessions, and these industries employ a large pro
portion of white-collar workers . Podgursky (1992) reports a trend away 
from manufacturing and toward service-producing industries in the inci
dence of job displacement using the DWS. This occurred not just because 
of the shift in employment from manufacturing to services but because of 
higher relative rates of displacement in expanding industries .  Gardner 
( 1993) addresses the same theme as Podgursky in her analysis of the 1984 
through 1992 Displaced Worker Surveys. She reports that the greatest 
increase in the risk of displacement between January 1990 and January 
1992 surveys was among executives and managers, technicians, mechanics, 
and construction workers. At the same time, blue-collar workers had the 
highest proportion displaced. 

These papers establish fairly clearly that white-collar job loss, both 
cyclical and structural, increased in the late 1980s and early 1990s over ear
lier periods. Two aspects of this increase in white-collar job loss warrant 
further examination. The first concerns the increase in cyclical unemploy
ment experienced by white-collar workers. As discussed by Groshen and 
Williams (1992), white-collar workers bore a larger share of job losses in 
the last recess ion than in earlier recessions. This may have occurred 
because the industries that employ these workers, such as finance and ser
vices, experienced an increasing share of total job loss. This increasing 
white-collar job loss may also indicate operational or structural changes in 
the way firms manage their white- (and blue-) collar employees. Firms may 
be reconsidering the implicit understanding of white-collar job security in 
exchange for acceptable performance and loyalty. 
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There is a second, related aspect of increasing white-collar job loss. The 
business practice called "downsizing" is frequently mentioned in discus
sions of white-collar job loss. "Downsizing" is a catchall word for reduc
tions in employment achieved through attrition, early retirements, or lay
offs. Firms justify these employment cutbacks by pointing to structural 
changes in the economy. The changes in organizational structure that 
result from downsizing (or "restructuring" or "rightsizing") are expected to 
be permanent. 

Downsizing may be to white-collar workers what changes in technology 
and increasing international competition were to blue-collar workers over 
the 1980s: causes of job loss that make prospects for similar reemployment 
dim. For blue-collar workers, job losses starting in the late 1970s resulted 
from contraction of many industries due to overcapacity, changes in 
demand, and changes in international competition. For these workers, 
losses of firm-specific and sector-specific human capital and industry rents 
made the earnings losses upon reemployment large ( see Jacobson , 
LaLonde, and Sullivan 1993; Topel 1993). For those white-collar workers 
affected by downsizing, job losses occur as a result of the contraction of the 
firm and their occupation. This appears to be happening across many indus
tries, whereas much blue-collar job loss was concentrated in manufacturing. 
Occupational groups with high levels of firm-specific human capital, such as 
managers, may face prospects not unlike those of blue-collar workers. 
Losses may be large not only from the loss of firm-specific skills but also 
because most cutbacks are occurring at large companies where compensa
tion is higher and reemployment is occurring at smaller companies. 

Measuring the Burden of Job Loss 

It is commonly assumed that displacement occurs without prejudice; 
that is, terminations are independent of job performance. However, it is 
conceivable that when firms decide to eliminate several positions, they can 
transfer high-performing workers into other jobs and dismiss only the 
weaker performers. Firms have more of this discretion with their (non
union) white-collar workers than with their (union) blue-collar workers. 1  In 
future research, use of a control group of nondisplaced workers with simi
lar individual and labor market characteristics will help address this issue. 

Data 

Starting in January 1984 (and continuing biennially in 1986, 1988, 1990, 
and 1992),  a supplement to the Current Population Survey (CPS) has 
sought to identify characteristics of displaced workers. In each survey, indi
viduals in the regular monthly CPS were asked if they had lost a job in the 
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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 fol
lowed concerning the old job and period of joblessness. If more than one 
job was lost during the reference period, survey questions refer to the lost 
job held the longest. 

This analysis uses the 1988, 1990, and 1992 surveys, covering displace
ments in the years 1983-91. The three surveys overlap in years covered. 
The 1988 survey covers displacements in 1983-87; the 1990 survey, 
1985-89; and the 1992 survey, 1987-91! Individuals aged 20 to 60 at the 
time of displacement were included in the sample if they had lost full-time, 
private-sector, nonagricultural jobs because of a plant closing or relocation, 
elimination of position or shift, or slack work (layoff without recall):' Infor
mation on labor force status (employed, unemployed, out of labor force) 
can be determined only for the survey date, using information from the 
regular part of the CPS. Individuals self-employed at the survey date were 
excluded from the analysis reported here due to missing information on 
postdisplacement earnings. The resulting sample has 2817 blue-collar 
observations and 3081 white-collar observations.' 

White-collar workers have become more vulnerable to permanent job 
loss as displacement has broadened away from manufacturing toward ser
vice-producing industries. In addition, the occupational distribution of job 
loss has changed within industrial sectors. Managerial shares of displace
ment rose in all industrial sectors, with the exception of nonprofessional 
services. The increases are sizeable. Managerial employment is high in 
finance, insurance, and real estate, and an increase in this sector's displace
ments was combined with an increase in the share of managerial displace
ment within the sector. In manufacturing, managerial displacements 
increased, while the other white-collar displacements remained fairly con
stant. This evidence is consistent with the view that managers are overrep
resented within the group of white-collar workers in their share of dis
placements. These descriptive statistics on managerial job loss are also 
consistent with findings from a more analytical model in Cappelli (1992). 
At the same time, it is clearly the case that the burden of displacement falls 
on blue-collar workers. In manufacturing, the relative shares of white-col
lar to blue-collar displacement fell over the period.' 

Costs of Job Displacement 

This section examines two key postdisplacement outcomes for white-collar 
workers: the probability of reemployment and earnings losses. Table l con
tains estimates of a simple logit model of the probability of reemployment. 
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TABLE 1 
Lo�it Estimates of the Probability of Reemployment: White-Collar Workers 

Female Male 
Variable Means ( l )  Means (2) 

Nonwhite . 107 -.4475°0 .083 - .1710 
( . 1381 )  ( . 1841) 

Education < 12 yrs. .047 -.5039°0  .044 -.2711 
( . 1985) ( .251 1) 

Education 13-15 yrs. .312 .3093° 0  .289 .2561° 
( . 1063) ( . 1431) 

Education ;?; 16 yrs. .227 .5980°0 .414 .. '3219° 0 
( . 1341)  ( . 1411)  

Age 20-.'30 yrs. .426 .0235 .345 -.0820 
( . 1073) ( . 1389) 

A�e 41-50 yrs. . 184 .0607 .207 -.3601 ° 0 
( . 1.'335) ( . 1513) 

A�e 51-60 yrs. .08.5 -.. '3707°0  . 124 -.6585° 0 
( . 1707) ( . 1789) 

Tenure 4.319 -.0124° 5.702 -.0072 
( .0074) ( .0083) 

ProfessionaVtechnical . 140 -.. '3312°0 .304 .0027 
( .1659) ( . 1449) 

Sales . 184 -.5301°0  .271 .. '3698"0  
( . 1524) ( . 1683) 

Admin. support .45.'3 -.29().'3 . 142 -.2277 
( . 1247) ( . 1681)  

Minin� .016 -.6685 .027 .486.'3 
( .. '3508) ( .. '3850) 

Transport, utilities, .064 .0021 .074 - .1 173 
communications ( .2130) ( .2124) 

Wholesale & retail .288 -.2617° .292 -.0618 
trade ( . 1467) ( . 1708) 

Finance, insurance, . 148 -.2995° .084 .0887 
real estate ( . 1589) ( .2207) 

SeiVices .304 - . 1664 .239 - .0143 
( . 1410) ( . 150.'3) 

Advance notice: 
1nformal .341 .. '3069°0  . .  '3.'39 .4486°0 

( . 1007) ( . 1222) 
Written, < 1 mnth. .047 .0897 .049 . 1442 

( .2100) ( .2379) 
V.7ritten, > 1 mnth. . 130 . 1 809 . 103 .2166 

( . 1417 ( . 1830) 
Constant 1.000 1 .8390°0 1 .000 2.0760°0  

( .2471) ( .2840) 
Sample size 2664 2401 
Log likelihood -1508.89 -11 18.07 

Notes: Asymptotic standard errors in parentheses. oo ( 0 )  statistically significant at the 
5% ( 10%) level (two-tailed test). Controls h>r year of displacement and state unemploy
ment rate are also included. 
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Separate estimates are presented by gender. Turning to the results, for both 
men and women the probabilities of reemployment rise with educational 
attainment, and the effect of education is quite strong for women. Some col
lege schooling raises the probability of reemployment by 6.2% over the high 
school baseline for women, and having at least a college degree increases the 
reemployment probability by 1 1 .9%. For men, the effect of some college 
schooling is smaller ( +4.3% over the high school baseline), as is the effect of 
having at least a college degree ( +5.4% over the high school baseline)." For 
men, the probability of reemployment falls with age; for men aged 41-50 at 
displacement, the probability of reemployment is 6.0% lower than for similar 
men aged 31-40 at displacement. For men aged 51-60, the probability is 
11 . 1% lower than the 31-40 baseline. For women, the only statistically signifi
cant effect is found for ages 51-60 where the probability is 7.4% lower. The 
probability of reemployment falls with job tenure; the effect is small for 
women, where each year of tenure lowers the reemployment probability by 
.2%. For men, the effect of job tenure is small and not statistically significant. 

For women, displaced managers are more likely to be reemployed than 
all the other occupational groups. Displaced sales workers are the least 
likely to be reemployed with a differential of -10.6% from the managerial 
baseline (the differentials are -6.6% for professionalltechnicals and -5.8% 
for administrative support workers) .  The results are different for men: dis
placed sales workers are more likely to be reemployed (+6.2% over man
agers ) . Administrative support workers are less likely to be reemployed 
among men, but the estimate is only marginally significant. 

Earlier work on displacement has examined the efficacy of advance 
notification. The results here are quite consistent with that work. Informal 
notice raises the probability of reemployment by 7.5% over the no-notice 
baseline for men, and the effect is +6 . 1  o/o for women. Formal written 
notice has a positive but.not statistically significant effect for both groups.' 

Table 2 presents estimates from an analysis of earnings changes. The 
dependent variable is the difference between the logs of postdisplacement 
weekly earnings and predisplacement weekly earnings. Earnings are mea
sured in constant dollars, using the personal consumption expenditures 
deflator ( 1987=100). Using the logit estimation of the probability of reem
ployment reported in Table 1, the regressions for earnings changes are 
adjusted for the sample selection that results from having observed postdis
placement earnings only for the sample of reemployed. Earnings changes 
are separately analyzed by gender (the mean of the dependent variable for 
women is -0.212; the mean of the dependent variable for men is -0.203). 

Earnings changes decrease with age for both men and women. For 
men, being over forty increases earnings losses 9% to 10% over the 31-40 
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TABLE 2 
Correlates of Earnings Change: White-Collar Workers 

Female Male 
Variable (1 )  (2) (l )  (2) 

Nonwhite .074 -.094 -.06.'3 - .05H 
(.063) (.063) ( .043) ( .043) 

Education < 12 yrs. -. 102 -.OH3 -.057 -.050 
(.095) ( .096) ( .064) ( .064) 

Education 13-15 yrs. .001 .0004 -.052 -.049 
(.043) (.043) (.034) ( .034) 

Education � 16 yrs. -.021 -.030 .002 -.003 
(.063) ( .063) (.035) ( .035) 

Age 20-30 yrs. .04.'3 .049 .032 .041 
(.033) ( .033) ( .02El) ( .02H) 

Age 41-50 yrs. -.046 -.04H -.095"" - .091 " .  
(.042) ( .042) (.03H) (.03H) 

Age 51-60 yrs -.093 - .096 . 106" -. 109" 
(.066) (.067) (.059) ( .05H) 

Tenure -.005 -.005" -.016"" -.015" " 
(.003) (.003) (.002) (.002) 

ProfessionaVtechnical . 141 " "  . 107"" .070""  .051"  
(.054) (.055) (.031 )  (.031 )  

Sales . 134" "  . 125" .006 .002 
(.065) (.066) (.040) ( .039) 

Aumin. support . 144" "  . 143" "  .041 .049 
( .043) (.043) ( .042) (.042) 

Mining - .166 -.152 -.237"" - .224 • •  
(. 137) ( . 13H) (.073) (.073) 

Transport, utilities, 
communications -. 172" . - . 1H6" " -.039 -.044 

(.062) (.062) (.048) (.04H) 
Wholesale & retail tratie .073 .06H .041 .044 

(.050) (.050) (.037) (.037) 
Finance, insurance, 

real estate -.004 -.027 .004 -.Olli 
(.054) (.055) (.045) ( .045) 

Services .035 .022 .062" .060" 
(.044) (.045) ( .03.'3) ( .032) 

ChangeJ 3-iligit occupation -.099""  -.09H""  
(.025) (.026) 

ChangeJ 3-Jigit inti us try -.OH7"" -.061 • •  
( .028) ( .027) 

Constant -.007 . 152 -.09H .013 
( .121)  ( . 125) (.091)  (.093) 

LambJa -.561" -.574" -.042 -.051 
(.296) (.299) (.257) ( .255) 

R' .060 .077 .094 . 109 

Notes: Dependent variable: (Log real �ostJisplacement weekly earnings)-(Log real 
prt?Jisplacement weekly earnin�s). S tan arti errors in pare.ntheses. ".( " ) statistical y sig-
nificant at the 5% ( 10%) level two-taileJ test). Controls for year of displacement anti 
receipt of advance notice are also incluJeJ. Sample size equals 1Ell l for females anti 
1755 for males. 
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baseline. For women, the age coefficient estimates are not statistically sig
nificant. Job tenure on the predisplacement job is significantly related to 
earnings changes, with more senior workers, particularly men, having 
larger earnings losses. Similar to results reported in Farber (1993) ,  each 
year of previous tenure is related to a 1 .5% larger negative earnings 
change. For women, each year of tenure is related to a .5% larger negative 
earnings change. There are differences in earnings losses by displacement 
sector, with smaller losses for workers displaced from services (significant 
only for men) and wholesale and retail trade (positive �oefficients but 
imprecisely estimated). 

For both groups, earnings changes are larger for professionals and 
technicals, sales, and administrative support than for managers (the omit
ted group). For women, earnings changes are 13% to 14% larger for these 
groups (and the estimates are statistically significant). For men, the occu
pational differences are smaller, but qualitatively similar. 

The tenure and occupational estimates are suggestive of the roles 
played by job-, firm-, and sector-specific human capital. With sector-spe
cific skills, earnings losses will increase with changes in occupation and 
industry. Column 2 of Table 2 adds indicator variables for changes in 
3-digit occupation and industry. Larger negative earnings changes, on the 
order of 6% to 9%, are associated with changes in both occupation and 
industry. Comparing columns 1 and 2 reveals that the measured occupa
tional effects discussed above are sensitive to the controls for industry and 
occupational change. 

Conclusions 

The work described in this paper is just the beginning of a detailed 
analysis of the costs and consequences of white-collar job displacement. 
The analysis of the costs of job loss will be extended in a number of ways 
using the DWS. Earnings changes upon reemployment are just one com
ponent of potential income losses resulting from job displacement; unem
ployment following job loss can produce sizeable income losses. To a lim
ited extent, the Displaced Worker Surveys allow extensions to other 
consequences, such as a comparison of pre- and postdisplacement jobs 
across characteristics other than earnings, such as hours worked (full-time 
vs. part-time) and receipt of health insurance benefits. 

'�'hile the analysis presented here is preliminary, it does suggest that 
managers experience larger earnings losses than otherwise equivalent 
white-collar workers. These larger losses are consistent with a sizeable com
ponent of finn-specific skills in managerial human capital. Judgments of 
finn-specific (and nontransferable) skills or general (and transferable) skills 
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depend on conceptions of management's role in firms' organization. Man
agement's responsibilities and skills for analyzing and dispersing information 
and decision making may indeed be firm specific, yet in the abstract, these 
skills seem quite general. In addition, there is some evidence of limited 
managerial mobility across firms, which is consistent with both firm-specific 
skills and the influence of internal labor markets." Managers may constitute 
an interesting case study of specific skills and job displacement. 

Measurements of the costs of white-collar job displacement will add to 
our understanding of the consequences of permanent job loss. In an era of 
scarce resources, studies like this one may help direct resources to those 
most disadvantaged by structural economic change. 

Endnotes 
1There is evidence from the Displaced Worker Surveys that the postdisplacement 

earnings of laid-off workers are lower and the postdisplacement jobless spells lon!-\er 
than the earning and jobless spells of workers displaced by plant dosin!-\s (Gibbons and 
Katz 1991) .  In their model of asymmetric information about workers' abilities, this evi
dence is consistent with the market inferring that laid-off workers are "low" ability work
ers. 

2Recall hia� is an important issue in the DWS: there may he underestimation of both 
the incidence and consequences of job loss occurring long before the survey data (see 
Topel l990). Future work will use non overlapping samples by year of displacement. 

�The analysis sample excludes individual displaced from the construction industry 
and those displaced durin!-\ the survey month. 

4Formally, the Bureau of Labor Statistics classifies occupations into six broad groups: 
( 1 )  managerial and professional specialty; (2) technical, sales, and administrative support 
(including clerical); (3) service occupations; (4) precision production, craft, and repair; 
(5) operators, fabricators, and laborers; and (6) farming, f(Jrestry, and fishing. The first 
two categories are dearly "white collar"; categories (4) and (5) "blue collar." 

s-rhis descriptive information is reported in tables available from the author. 
r'The derivative of the probability of reemployment in the logit model is P( 1-P)�. For 

women, the sample average value for P is .704 (P(1-P)-.20). For men, the sample aver
age value fiJr P is .71S5 (P(1-P)=. 161S). All else the same, women are 6.7% less likely to be 
reemployed than men. 

7See Ruhm ( 1992) for a discussion of the efHcacy of advance notice. 
RWith internal labor markets, managers will be promoted from within and Hnd little 

outside market for their skills (see Pfeffer and Cohen 191S4). In this ca�e. the losses from 
displacement will he large. 
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The Decision to Accept a 
Separation Bonus :  

The Case of M i l itary Personnel  

STEPHEN L. MEHAY 
Naval Postgraduate School 

Separation bonuses increasingly have been used by firms that need to 
reduce mid-career personnel but wish to avoid involuntary separations. 
The U.S. armed forces found itself in this position with the post-Cold War 
downsizing that began in the late 1980s. Although the armed forces have 
been reduced many times in the past, the current personnel drawdown is 
the first to occur since the beginning of the all-volunteer era in 1973. Prior 
to the drawdown, volunteers served under an implicit contract that virtu
ally guaranteed those with six or more years of service ("careerists") a 
retirement annuity. To avoid involuntary reductions in force (RIFs), innov
ative policies were needed to accomplish the current force drawdown. 

The least disruptive method to reduce manpower would have been sim
ply to freeze hiring (accessions) and allow normal attrition to shrink the 
work force. Unfortunately, use of this option was severely constrained 
because the military, unlike private firms that hire laterally to fill vacancies, 
hires only at the entry level and develops skilled manpower internally. If 
accessions had been cut drastically, normal "aging" of the force would have 
created distortions in personnel inventories in various dimensions (grade, 
seniority, and skill level, for example), causing promotion opportunities to 
stagnate and personnel costs to rise. The large scale of the military's planned 
downsizing, which involved eliminating 604,000 (28%) of all active duty 
positions by 1997, meant that some nonvested careerists, who otherwise 
would have been eligible to serve until retirement, would have faced invol
untary layoff. Resorting to layoffs not only would have broken the implicit 
long-term contract with career personnel, it also would have imposed signif
icant losses of pension wealth, damaged the military's reputation as an 
employer, and created future recruitment and retention problems. 

Author's Address: Department of Systems Management, Naval Postgraduate School, 
Monterey CA 93943-5000. 
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To avoid these problems, the Defense Department implemented a 
series of policies, the goal of which was to achieve balanced manpower 
reductions across pay grades, experience levels, and skills, while relying on 
voluntary separations. The most innovative policy was a separation bonus 
aimed at inducing selected careerists to voluntarily resign prior to becom
ing retirement eligible. The magnitude of the bonus was structured in part 
to compensate for the loss in pension wealth (Beland 1992). The program 
offered two options: the Special Separation Benefit (SSB) and the Volun
tary Separation Incentive (VSI). SSB provided a lump-sum payment equal 
to 15% of annual base pay multiplied by years of service, whereas VSI pro
vided an annual payment equal to 2.5% of annual base pay multiplied by 
years of service. The annuity would continue for twice the number of years 
of service (U.S. General Accounting Office 1993). 

The literature on separation incentives consists mostly of case studies of 
private firms (Koszlowski et a!. 1991) .  The few empirical studies in this 
area have concentrated on the effect of early retirement bonuses on sepa
ration behavior (Hogarth 1988). Few, if any, empirical studies have ana
lyzed the effect of separation bonuses, either in the military or private sec
tor, on nonretirement- eligible, mid-career personnel. To fill thi� gap, this 
paper examines the decisions of military personnel to voluntarily leave in 
response to the bonus. The paper focuses on the effect of separation incen
tives on enlisted Air Force personnel during 1992, the first year of the pro
gram. In addition, the paper estimates the effect of the threat of involun
tary layoff on the decision to accept a bonus by comparing the acceptance 
decisions of personnel in two different environments-one in which the 
threat of future RIF was high versus one in which it was absent altogether. 

Background 

Although research on separation bonuses has been scant, a large body 
of research has analyzed military reenlistment decisions .  S ince the 
VSI/SS B  program was targeted largely at mid-career personnel with 
between 9 and 19 years of service, the decision to reenlist for the second 
term (normally at 8 years of service) and the third term (at 12 years of ser
vice) involves some of the same considerations that would have influenced 
those eligible for the separation bonus. For example, compensation-related 
variables (such as reenlistment bonuses and tenure) and the expected 
probability of promotion have been found to affect the decision to stay in 
the military for those with 6 to 14 years of service. Also, pay elasticities 
appear to decline in magnitude at the later reenlistment points as the 
retirement annuity begins to dominate decision making (Hiller 1982; Gold
berg 1982). Compared to private-sector workers, military careerists have a 
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higher proportion of total compensation in the form of pension benefits; 
because of cliff vesting at 20 years of service, they also face a high cost of 
quitting due to large pension capital losses. 

The individual decision to leave the military and return to the civilian 
work force generally is assumed to depend on the present values of the 
expected income streams from each alternative-the cost of leaving 
(Warner and Goldberg 1984). Individuals stay if the maximum cost of leav
ing over the relevant time horizon exceeds the relative nonpecuniary bene
fit of civilian over military life. Since the value of the nonpecuniary returns 
to military and civilian life cannot be observed, they are assumed to be a 
function of individual characteristics and an error term. 

Efforts to empirically implement the cost-of-leaving model have been 
forced to confront the problems of accurately predicting the life cycle earn
ings of military personnel (who tend to be relatively young) in their hypo
thetical civilian and military alternatives (Buddin et a!. 1992). The potential 
errors in these estimates are magnified in a downsizing environment in 
which historical promotion rates are no longer reliable guides to future pro
motion rates and pay levels, and the probability of reaching retirement is 
changing rapidly. An alternative approach is to specify the acceptance model 
as a reduced form that includes factors that directly determine, or that serve 
as proxies for, the separate components of the cost of leaving-projected 
military pay and promotion, civilian earnings forecasts, and the separation 
bonus-and factors that reflect the nonpecuniary benefits of civilian and 
military life. This approach is adopted in the empirical analysis below. 

Empirical Analysis 

For the statistical analysis a data set was created by combining informa
tion on the population of 103,489 Air Force enlisted personnel who were 
eligible for the VSI/SSB program in 1992 with information on individuals 
who separated under one of the incentive programs. All data files were 
provided by the Defense Manpower Data Center. Missing data for some 
variables reduced the final data set for analysis to 88,349 observations, of 
whom 12,819 ( 14.1 %) accepted a separation bonus. 

The behavioral model incorporates a dummy variable for those in the 
higher pay grades (GRADE) eligible for the bonus, and a continuous variable 
for tenure (YOS) .  The predicted signs of these variables are ambiguous 
because they determine both the military pay stream and the separation 
bonus, which have opposite effects on the cost of leaving. It is unlikely, 
however, that the variables have symmetrical effects on the two pay 
streams. Rather, a one-unit increase in one of these variables, on balance, 
will tend to increase the military pay stream more than it increases the 



LABOR ECONOMICS 1 1 1  

bonus, because each variable increases military pay prior to retirement, the 
probability of reaching retirement, and retirement pay conditional on being 
vested. Hence, on balance, increments in GRADE and YOS will increase the 
cost of leaving and reduce the probability of accepting the bonus. 

Civilian labor market conditions are an important determinant of the 
cost of leaving because they affect the certainty and size of the civilian 
income stream. The probability of finding a civilian job is captured by a 
dummy variable for military occupations that receive extensive technical 
training and that are more transferable to the civilian labor market 
(HITECH). A variable for the unemployment rate in the service member's 
home state (UNRATE) also is included to reflect local area employment con
ditions (U.S. Department of Labor 1992). The model also controls for per
sonal characteristics that affect one's civilian earnings prospects. These 
include marital status (MARRIED=1) ,  sex (MALE=1), race/ethnic background 
(MINORITY=1) ,  the number of children (CHILDREN), and having a military 
spouse (MILSPOUS). Other controls are entered for years of education (EDUC) 
and enlistment test score (AFQT) in an attempt to determine whether more 
able personnel are more likely to leave the military under the bonus pro
gram. Table 1 provides variable definitions and descriptive statistics. 

Table 2 presents the results of the binary logit model of the acceptance 
(ACCEPT) decision. Column 2 of Table 2 presents the logit coefficients and 
column 3 presents the marginal effect of each explanatory variable. The 

TABLE 1 

Variable Descriptions and Means or Proportions 

Variable Description 

Dependent Variables: 
ACCEIT = 1 if accept separation bonus 

Independent Variables: 
YOS Years of service ( 10-17) 
M INOHITY = 1 if ethnic or racial minority 
M A il R I E D  = 1 if married 
CHI LDilEN Number of children 
M I LSPOUS = l if spouse in military 
I IITECH = 1 if rating highly technical 
MALE = l if male 
ArQT AFQT score (0- 100) 
EDUC Years of education 
GHADE = 1 if paygrade � E-6 
U N  HATE Home state unemployment rate 

Note: Air Force sample; N = 88,349 

Means or 
Proportions 

0. 141  

13.021 
0.239 
0.823 
0.841 
0. 109 
0.277 
0.878 

57.570 
12.730 

.395 
7 .. 3 15 
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Independent 
Variables 

M I N ORITY 

A�'QT 

MALE 

YOS 

C: RADE 

MARI\ I E D  

C I ! ILDHEN 

M I J.Sl'OUS 

UN HATE 

EDUC 

I l !TECI! 

USAF 

Constant 
Chi-square 
(likelihood ratio test) 
Concordance ratio' 
Sample Size 
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TABLE 2 

Logit Coefflcients and Marginal Effects 
(Standard errors in parentheses) 

Air Force Sample 

Logit Marginal 
Coefficients Effects 

-0.434° 0 0  -0.054 
(0.026) 
-0.0040 0 0  -0.001 
(0.001) 
-0.235° 0 0  -0.029 
(().()33) 
-0.17.'3° 0 0  -0.022 
(0.004) 
-1 .217° 0 0  -0.152 
(0.036) 
-0.287° 0 0 -0.035 
(0.034) 
0.262° 0 0  0.032 

(0.036) 
o.089° o 0.011 

(0.040) 
-0.!)12 -0.002 
(0.007) 
-0.317° 0 0 -0.039 
(0.012) 
0. 107° 0 0 0.013 

(0.022) 

6.140 

6.'352.5 

0.704 
88349 

Pooled Air Force and 
Navy Sample 

Logit 
Coeflicients 

-0.483°0 0  

(0.022) 
-o.oo2o o o  

(!>.000) 
-0.284°0 0 

(0.027) 
-0.137°0 0 
(!l.003) 
-1 .298"0 0  

(0.035) 
-0.249°0 0  

(0.028) 
0.201 0 0 0 

(0.0.'30) 
0.063° 

(0.034) 
-0.023°0 0  

(0.006) 
-0.281 " 0 0  

(0.010) 
0.095°0 0 

(0.019) 
0 .. '350" 0 0 

(0.021) 
5.043 

6245.5 

0.668 
124757 

Note: ' Concordance ratio is a mea�ure of predictive ability of the model 
0 0 0 p :::; .01 ; 0 0 p :::; .05; 0 p :::; . 10  

coefficients in column 2 are generally in the expected direction and indi
cate that differences in expected compensation in the civilian and military 
alternatives significantly affect the individual's decision to accept the 
bonus. Members with more years of service (Yos) are less likely to voluntar
ily separate, suggesting that for a given personal discount rate, the present 
value of (and the probability of receiving) retirement pay is greater for 
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those with longer tenure. Similarly, those in the higher pay grades (GRADE) 

eligible for the bonus are far less likely to separate. Higher unemployment 
rates in an individual's home state weaken prospects for civilian employ
ment, increase the cost of leaving, and reduce the incentive to leave the 
military. Those in highly technical ratings are more likely to leave, owing 
perhaps to better civilian opportunities for those skills. On the other hand, 
those with more education and higher AFQT scores are less likely to leave. 
This may reflect the fact that better educated and more able personnel 
tend to be better performers in the military and thus face better pay and 
promotion prospects if they stay. Nonetheless, this result allays some con
cerns of policy makers that the program would provide an avenue for the 
most productive service members to leave. 

Minorities are about 4% less likely to voluntarily separate, a finding that 
is consistent with prior evidence that minorities are more likely to reenlist, 
clue perhaps to the military's favorable climate for equal opportunity and 
generally higher unemployment in the civilian sector. The effects of family 
status point in opposite directions: married personnel are less likely to vol
untarily separate, but those with larger families are more likely to leave. 
One explanation for this result is that the frequent separation associated 
with active duty may be more disruptive to families with children. Another 
noteworthy result is that women are more likely than men to leave. The 
cause of this difference is not clear and the result is at odds with some evi
dence that women have higher reenlistment rates than men (Smith et a!. 
1991). It is also interesting that a spouse in a dual-military couple is more 
likely to separate, perhaps owing to the difficulties of maintaining a normal 
lifestyle when both spouses are on active duty. 

An attempt is made to estimate the effect of the threat of involuntary lay
off on individuals' decisions to separate. This analysis involves merging the 
data on bonus-eligible Air Force personnel with similar Navy personnel. The 
Navy file contains 36,408 enlisted personnel who were offered the VSI/SSB 
in 1992. These two service branches were chosen because of the vast differ
ence in the RIF threat between them. The Air Force faced much larger per
sonnel cuts than the Navy in 1992 and announced that RIFs would be used 
if voluntary separations were insufficient to meet end strength targets; the 
Navy, in contrast, faced much smaller personnel cuts and announced that 
RIFs would not be used. In column 3 of Table 2 the merged data set is used 
to reestimate the ACCEPT model after including a dummy variable for Air 
Force personnel (USAF=1 ) to capture the differential RIF threat. 

The coefficient of USAF indicates that Air Force personnel, who faced 
an explicit threat of RIF, were more likely to accept the separation bonus. 
The probability of separation was only a modest 4.1% higher for Air Force 
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personnel (based on evaluating the logit coefficients at their mean values). 
By way of comparison, Hogarth (1988) found that New York State civil ser
vants were about 15% more likely to accept an early retirement bonus 
when the perceived threat of layoff was high. One possible explanation for 
the smaller effect found here is that the perceived RIF threat in the two 
services may not have differed as much as the true (or announced) threat. 
The general climate of downsizing, budget cuts, and personnel turbulence 
may have been more important in conditioning perceptions than formal 
announcements. In addition, the Navy VSI/SSB program was offered to a 
much smaller population, mostly to people in overstrength occupations 
that were also experiencing low promotion rates. Although the overall RIF 
threat was low in the Navy, there was a lower cost of leaving to individuals 
in the targeted occupations due to below-average promotion expectations. 
Finally, it should be noted that anyone who is involuntarily separated 
receives severance pay. Although severance pay is smaller than VSI/SSB, it 
nevertheless increases the cost of leaving and reduces the probability of 
taking the bonus, even in a situation where the potential for RIF is high. 

This research represents a first step in understanding voluntary separa
tion behavior in response to bonuses in an organization undergoing a sig
nificant downsizing. Although the VSI/SSB program represented an 
unprecedented experiment for military policymakers, it appears that the 
program met all of its objectives. Service members who prior to the down
sizing had planned for a 20-year retirement were compensated for the 
unexpected loss of pension wealth and the change in the implicit long-term 
contract under which they had previously served; the armed forces avoided 
the need to drastically reduce accessions with the attendant disruptions in 
the flow of personnel through the hierarchical structure; and the individual 
services were able to shrink occupations that were experiencing the most 
serious overstaffing. Most important of all, the military was able to dramati
cally reduce its total manpower inventory without resorting to involuntary 
layoffs; in 1992, 409,000 personnel left the military, but only 244 left under 
a RIF action (U.S. General Accounting Office 1993). 
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DISCUSSION 

ELAINE SORENSON 
The Urban Institute 

Mehay's paper examines the decision of military personnel to voluntar
ily leave their military service in response to a separation bonus program 
offered by the U.S. Air Force and Navy in 1992. He finds that the program 
was highly successful. Let me first commend him for writing a very clear 
and concise paper. My comments will initially address the broader policy 
implications of his work, and then I will turn to a few technical questions. 

General lessons on downsizing? Many companies have undergone per
sonnel downsizing during the past few years, and more are expected to 
undergo this process in the future. It is commonly believed that "downsiz
ing" is a dreadful event; yet the military appears to have undertaken it 
without any negative consequences. Given the apparent success of this 
program, are there any general lessons that could be learned from the mili
tary's efforts in this area? As Mehay notes, very few involuntary separations 
were required to meet the military's downsizing requirements. Is the posi
tive view of the military's downsizing entirely a result of this fact? What is 
the cost of downsizing? A more general description of the military's down
sizing program would be helpful. Were the separation bonuses the only 
feature of the downsizing program? 

According to Mehay, 400,00 personnel left the military in 1992. Why is 
this number so much larger than the 12,819 military personnel who 
accepted the separation bonus that year? How do these data fit into the 
larger picture of the military personnel? Additional information about the 
military, its pay system, and the data set would be helpful. 

The impact of pay grade, education, and age on accepting a separation 
bonus. Pay grade is the strongest predictor in Mehay's analysis of a person's 
probability of accepting the separation bonus. If I read Table 2 correctly, 
persons in higher pay grades are 15% less likely to voluntarily separate than 
those in lower pay grades; yet there is no explanation of the military pay 
grade system in the paper. According to Table 1, a higher pay grade is any 
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grade above E-5. It would be helpful to know what an E-5 is and how it 
compares to the federal classification system. Given the importance of this 
variable in the analysis, it is unclear why it is specified as a dummy variable 
that equals 1 if a person is in the higher pay grades instead of a continuous 
variable that would reflect the full variation in the pay grade system. Are 
there only two pay grades in the military? 

One of the most interesting findings is that individuals with higher lev
els of education are less likely to accept the separation bonus than those 
with lower levels of education. It is suggested that education is correlated 
with job performance, suggesting that those who are performing better in 
the military are less likely to leave. If this is true, it suggests that better per
formers are less likely to accept separation bonuses, which is an important 
finding for other firms that are considering downsizing. Do the data 
include measures of job performance so that this issue can be more 
directly examined? For example, is it known whether an individual has 
received the expected bonuses and promotions that military personnel gen
erally receive for that person's years of service? 

Why is age not included as an explanatory variable? One of the fears 
about downsizing is that it disproportionately affects older workers. Was 
age a factor in the decision to accept a separation bonus within the mili
tary? 

Marginal effects. Two marginal effects are cited in the paper, one for 
the minority variable and one for the U.S. Air Force variable, neither of 
which is in Table 2 where the marginal effects are reported. First, Mehay 
reports that minorities are 4% less likely to voluntarily separate than non
minorities, but the marginal effect in Table 2 is .054. Second, he indicates 
that the probability of separation is 4% higher for Air Force personnel than 
for Navy personnel, yet this variable is not reported in Table 2. The author 
may want to check his figures in the text with those in Table 2 for consis
tency. In addition, he may want to add the marginal effects of the second 
logit equation to Table 2 since he mentioned at least one in the paper. 

Two other marginal effects reported in Table 2-for the education and 
unemployment rate variables-have different signs than the logit coeffi
cients, which is unexpected. Again, the author may want to check the accu
racy of his figures in Table 2. If the signs are correct as reported, then a 
footnote is needed to explain this anomaly. 



DISCUSS ION 

ERICA GROSHEN 
Federal Reserve Bank of New York 

I enjoyed reading the Sassalos paper, which is very much a study after 
my own heart. Sassalos has contributed to the growing new literature that 
uses firm-level data to advance our understanding of the labor market. 

Many of these studies address a major question answered in empirical 
economics: What is the source of the unexplained wage variation in house
hold data? Work done by me and others suggests that employer wage dif
ferentials account for a substantial portion of the unexplained variation, but 
that still begs the questions of why wages vary among employers. The 
explanations that have been advanced for employer wage differentials can 
be summarized into five broad categories: sorting by human capital, com
pensating differentials, errors by employers, efficiency wages, and rent 
sharing. 

Sassalos investigates the potential contribution of the latter two expla
nations, while trying to control for the possible impact of the first two. She 
uses a private wage and salary survey for her investigation: the standard 
aggregate and household survey data cannot distinguish among these theo
ries because it lacks adequate firm-level information and resolution. Only 
firm-level data stand a chance of explaining why wages vary among 
employers. 

Unfortunately, economists have been able to tap only a few sources of 
employer-level data. Thus far, most studies have exploited government data 
gathered for other purposes, such as the Longitudinal Research Data Base 
and the Unemployment Insurance Establishment Data Base. These 
sources, however, are aggregated at the establishment level and contain no 
occupation, human capital, or individual wage information. 

Employer salary surveys constitute a viable alternative source of data 
because they gather wage information from employers by detailed occupa
tion. The U.S.  Department of Labor has now discontinued its Industry and 
Area Wage Survey programs, which collected such data for various cities 
and industries and formed the basis for some previous research. However, 
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as this study demonstrates, private wage and salary surveys constitute a 
potentially richer source of employer wage data. The barriers to their use 
include a lack of centralized information about them, difficulties gaining 
access, concerns about unrepresentative samples, and the challenge of 
preparing the data for analysis. As this study demonstrates, the payoff 
comes in being able to mine new sources for evidence not obtainable else
where. 

The paper begins with a discussion of the literature to motivate the 
study. Sassalos shows that previous studies suggest that CEO salaries are 
linked to ownership structure and equity holdings and to workers' earnings, 
and she discusses theories for why we might expect these relationships. 
Next, she describes the data: the 1991 California Benchmark Survey, which 
features an unusual wealth of detail on firm ownership. In the first step of 
the analysis, she regresses individuals' wages on employer and occupation 
dummy variables to obtain an ANOVA and to estimate firm fixed effects. 
Her results are comfortingly similar to those found in previous studies. In 
the second step, Sassalos regressed the firm fixed effects on owner charac
teristics. Her results suggest no strong, simple correlation (particularly in 
the predicted direction) between owner type and wages. 

Overall, this paper represents an interesting first stab at identifYing the 
relationship between wages and firm ownership. My comments should be 
understood as suggestions for further extensions and probes of the ambigu
ous results she gets with her fascinating data set. 

Literature review. Since this paper is part of a growing body of literature 
based on firm-level data, I recommend that in further extensions of this 
work, Sassalos compare and contrast her results with those obtained by vari
ous people working on related topics, such as Abowd and Kremers, Troske, 
and Bronars. Their data, techniques, and interpretations of their results are 
different, so it is important to interpret these findings relative to theirs. 

Data evaluation. Since the data analyzed are from an idiosyncratic sur
vey, Sassalos has an important obligation to compare the composition of 
her data to appropriate other sources. In addition, she should try to repli
cate the results from other studies, both as a check on their results and on 
the comparability of her source to theirs. Potential influences on these 
results include the deep California recession in 1991 ,  the sample-selection 
rules used by the company conducting the survey, and the restrictions Sas
salos imposes. 

Composition of workers' share of rents. The amount of rents workers 
ultimately receive depends both on their share and the size of the rent 
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"pie." Sassalos' regressions provide unbiased estimates of the influence of 
ownership characteristics on rent shares only if the amount of rents avail
able for distribution is uncorrelated with theses factors. Most of the owner
ship variables tested (especially the various proxies for owner monitoring) 
could plausibly be argued to raise the rents to the firm, which could raise 
the rents received by workers even if their share were somewhat smaller. 
Indeed, the presence of these biases is as compelling an explanation for her 
results as the hypothesis of no impact. Thus further work will be needed to 
disentangle these influences. 



V. DISSERTATIONS 

Cooperation ,  Conci l iation , and 
Conti nu ity:  The Evolution of a Modern 
G rievance P rocedu re in the Columbus 
Typograph ical U n ion No. 5 ,  1 859-1 959 

HOWARD R. STANGER 
Buffalo State College 

Writing in 1983, historian Robert Zieger noted that although labor his
tory and industrial relations have much in common, scholars in the two 
fields rarely pay attention to the other. This problem has become acute 
since 1950, especially with the passing of Selig Perlman and Sumner 
Slichter. Before mid-century, Zjeger argues, the two groups shared in the 
liberal academic consensus that saw the New Deal and the rise of indus
trial unions as capping a long history of progressive development. He fur
ther contends that while historians today are utilizing the works of indus
trial relations researchers, the reverse is not true. 

In 1989 the historian David Brody issued yet another call for cross-fer
tilization, asking, "What can labor history contribute to an understanding of 
industrial relations (and vice versa)?" After tracing how industrial relations 
and labor history jointly developed and later separated, Brody concludes 
optimistically that the two currently disparate fields will again inform each 
other. This dissertation speaks to these calls for cross-fertilization. Specifi
cally, it traces the evolution of a modern grievance procedure using the 
rich records of the Columbus Typographical Union No. 5 from 1859-1959, 

a period of industry and union growth and stability. 
When historians have studied grievance procedures, they have done so 

only as part of union formation, as part of larger industrial relations, as a 
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consequence of WW II government intervention, and over a short span of 
time. Industrial relations scholars began studying grievance procedures 
along with the rise of industrial unionism during the late 1930s. While IR 
researchers have advanced our understanding of contemporary grievance 
procedures, the typical quantitative, cross-sectional study overlooks how 
grievance systems developed. In Lewin and Peterson's ( 1988) book on the 
modem grievance procedure, they devote merely two sparse pages to its 
history. Peterson ( 1992) recognized both the dearth and importance of the 
historical treatment of grievance procedures in his recent review of the 
grievance literature. He encourages others to 

go even further in identifying the environmental and internal 
forces over the period studied that may have influenced the oper
ation of the union grievance process in firm(s) studied. The griev
ance process fits into a broad framework of workplace relations at 
a given point of time in the history of a given society (p. 155). 

Writing about the development of constitutional law in American industry 
in 1922, William Leiserson ( 1922) notes: 

Little effort has been made to collect (decisions of joint arbitra
tion committees and impartial boards of arbitration) or to digest 
and analyze them for the development of the law that they might 
show. This is a work to which graduate students might very prof
itably devote their doctors dissertations (p. 67). 

This study answers the calls of Zieger ( 1983) ,  Brody ( 1989) ,  Peterson 
( 1992), and Leiserson ( 1922), and is the first of its kind to examine in depth 
the resolution of workplace disputes at the local level over a long stretch of 
time. Its uniqueness includes not only its approach but also its focus on a 
craft union before and after the New Deal. 

Unlike two other early and famous cases of formal grievance proce
dures-the anthracite coal ( 1903) and the clothing (ca. 1910) industries
severe labor unrest and outside public interference did not precede the 
rise of grievance procedures in the printing industry. From its rebirth in 
1859, the Columbus Typographical Union No.5 affiliated with the Interna
tional Typographical Union (ITU). Until the ITU merged with the Com
munications Workers of America in 1987, it was the oldest, continuous 
labor organization in the United States. Founded in 1852, the National 
Typographical Union changed its name to the ITU in 1869 after admitting 
a Canadian local to membership. 

The ITU has been the subject of much scholarship. For example, Bar
nett ( 1909) wrote the first general history of the union; Perlman ( 1928) 
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described the ITU as the epitome of "job conscious" unionism as part of 
his general theory of the labor movement; Loft (1944) examined the print
ing trades between 1899-1939, paying close attention to labor relations; 
Porter ( 1954) studied closely the ITU's system of job property (seniority or 
"priority") rights codified in the union's general laws; and Lipset, Trow and 
Coleman (1956) elaborated upon the union's unique two-party internal 
government structure and its chapel form of self-government.1 All stressed 
that in order to implement its policies effectively, the ITU required fore
men to be union members. Foremen members, in addition to the closed 
shop and its general laws governing the workplace, assured the ITU institu
tional security. The above works are invaluable for understanding the ITU. 
Nonetheless, most scholars of the ITU treated grievance processing in a 
secondary manner, although there are exceptions. 

For example, Perlman ( 1928), Feller (1973), and Jacoby (1986) note 
the existence of a dual grievance procedure. Because foremen were also 
ITU members, the union considered shopfloor grievances as disputes 
between union members to be settled by internal union procedures. When 
collective bargaining developed in the industry during the 1880s (1902 in 
Columbus) ,  a more typical "external" grievance procedure complemented 
the internal one. While these scholars are correct to point out the existence 
of two grievance processes, they fail to show how it operated day to day 
over time. In the local studies conducted on the ITU (see, for example, 
Fagan [1930], Lipset et al. [1956], and Zerker [1982] ) ,  locals in large urban 
centers were the focus. This dissertation explores an ITU local in a smaller 
midwestern city and makes use of a rich collection of local union records 
absent in most studies of the ITU. 

Historically, the printing industry was divided into two branches
newspaper and commercial (or job) printing. The ITU organized parts of 
both branches, although they were more fully organized in newspapers. 
The size of the plants and investment required to run a paper were greater 
than that of most commercial plants. In addition, the market for daily 
newspapers was more local and less competitive, and the perishability of 
the newspaper itself placed a premium on uninterrupted production and 
stable labor relations. In the commercial branch, by contrast, shop size was 
smaller, and the financial requirements for start-up appreciably less; as a 
result, intense competition pervaded the industry. Commercial employers 
found it imperative to minimize labor costs (Brown 1942; Loft 1944) .  
These conditions created a more accepting role for unions in newspapers 
and a more precarious one in commercial shops. 

Differences between the two branches affected the local's grievance 
procedure in terms of both the nature of issues and means of adjudication. 
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In general, the newspaper branch experienced labor relations innovations 
before the commercial branch, including advances in grievance administra
tion and arbitration proceedings. 

Findings 

The evolution of the Columbus union's grievance procedure is studied 
in three periods. In the first period, 1859 to 1902, when employers recog
nized the union, they also agreed to be governed by union-determined 
laws. A variety of temporary ad hoc bodies adjusted grievances. The first 
permanent local body, a standing committee of three, formed around 1870. 
But it was not until the Executive Committee formed in 1885 that a signifi
cant change in grievance processing occurred. Until the 1890s, however, 
both temporary and permanent bodies coexisted. 

The local Executive Committee was one of the most important bodies 
in grievance resolution, but the union had not yet established a structured 
grievance procedure. For example, if the chapel (i.e, each member present 
at the chapel meeting) failed to settle a dispute, the Executive Committee2 
voted on the matter. From there, outstanding cases traveled to the local 
union for a vote of members present. Sometimes, however, the local heard 
the case first before dispatching it to the Executive Committee. What 
made the ITU's grievance procedure unique was its system of democratic 
voting and peer review, a form of industrial democracy at the workplace. 
Overall, in the period before 1902, the grievance procedure had not yet 
solidified. Given the longstanding industry tradition of mutual interests 
benveen owners and the union, a high degree of informality existed. 

The consolidation of the ITU after 1885 affected the manner in which 
the local union processed grievances. After 1886 the ITU became an insti
tutional part of the local's grievance procedure, either via mail correspon
dence or personal visits. Union administration and collective bargaining 
relationships with national employer associations from both branches also 
caused the ITU to become more involved in local union affairs. However, 
this dissertation illustrates how the local (and later jointly with employers) 
worked to shield itself from external influences. Consequently, in most 
cases the parties adjusted grievances without the involvement of ITU offi
cers. 

Although not a primary focus here, grievance issues during this period 
centered on wages, hours, reproduction of matrices, the measurement of 
printed matter by hand compositors, and apprenticeship regulations. In 
general, I could not discern differences bet\"'een branches because the 
industry had not yet split into t\"'o separate wings. This changed in the next 
period under investigation. 
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In the second period, 1902-1939, collective bargaining took hold in 
Columbus. Local 5 signed labor agreements with employer associations 
from both branches. Not surprisingly, collective bargaining affected the 
grievance procedure, but it was just one factor. From 1901-1922 the lTD 
and the American Newspaper Publishers' Association signed five interna
tional arbitration agreements affecting all locals.3 Newspaper contracts now 
included arbitration clauses. The parties also added contract language 
related to the joint settlement of certain disputes through the operation of 
joint standing committees from each branch. In practice, however, the 
union adjusted most grievances without employer involvement. This was 
another tradition held over from an earlier period. When the parties acti
vated joint committees (only in newspaper disputes) they rarely wrote for
mal decisions. Instead, conciliation and deference to the union's internal 
grievance procedure ruled. 

The local parties preferred cooperation and conciliation to formal arbi
tration procedures and rigid grievance systems based on arm's-length rela
tionships. Quite often, in all three periods, the local union bent lTD laws 
to assist employers caught in a temporary bind. From time to time, exter
nal events tested the strength of the cooperative relationship. For example, 
the lTD maintained an internal, two-party political system• that divided a 
militant progressive party from a conservative and conciliatory one. 
Debates within the lTD often led to changes in the contours of a local's 
grievance procedure. For example, the formation of arbitration procedures 
and the proper steps for handling discharge grievances came from the 
lTD's conservative party. In practice, local procedures varied. In Columbus 
the parties worked to maintain traditional ways.5 In the few jointly invoked 
local arbitration proceedings before 1920, the parties never employed the 
services of a third party. Moreover, although some bitter strikes took place 
in some cities during the lTD's push for shorter hours in the commercial 
branch between 1898 through the early 1920s, the Local 5 and its union
ized employers managed to avoid labor unrest-additional proof that the 
parties sought a cooperative, conciliatory approach to industrial relations. 

As part of the internal grievance procedure, the local union could send 
unsettled grievances to the lTD Executive Council for resolution. The first 
such case took place in 1904 and was related to discharge and priority
printers' parlance for seniority-two of the most enduring grievance topiCs. 
After 1902 the nature of the issues changed as well. Columbus printers 
recorded disputes related to priority, discharge, lTD overtime law,6 and 
wages and hours with greater frequency. Priority and exchange of matrices 
grievances plagued the newspaper branch, while wage and hour violations 
were more problematic in the competitive commercial branch. Discharges 
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cut across branches. ITU Executive Council cases related to priority, dis
charge, and ITU overtime law arose exclusively within the newspaper 
branch. The ITU published decisions in the Bulletin (established in 1913) 

and distributed issues to all local unions. Council decisions helped to cre
ate a common law of the workplace. ITU members often referred to prior 
council rulings to resolve grievances at all levels. In Columbus, ITU mem
bers made use of prior council rulings almost exclusively for priority cases. 

In summary, between 1903-1939 a dual grievance procedure emerged, 
sparked by national industrial relations and ITU events. In practice, how
ever, the Columbus relationship adhered closely to the traditional, precol
lective bargaining, internal grievance procedure. When the employer 
became involved, cooperative and conciliatory approaches dominated. 
After 1940, forces tested the resiliency of this cooperative relationship on a 
number of occasions. Despite the local parties' efforts, external forces 
began to erode local traditions. 

In the final period, 1940-1959, I detected changes in the tenor of local 
labor relations from a group of incidents beginning in 1940. The first 
event, involving a typical discharge case in a newspaper shop, related to the 
employer's participation in process. Heretofore, the employer virtually 
abdicated its role in resolving discharge cases. Throughout ITU jurisdiction 
there were variations in procedures related to discharges, such that by 
1940 it was not uncommon for employers to request a joint conference. 
The ITU in this case, when solicited by the local for an opinion, sided with 
the employer and agreed that after the chapel, Executive Committee, and 
local union heard appeals, the employer could appeal to the Joint Standing 
Committee. This was a major change in practice although the local con
tract granted the employer a voice in discharge disputes beginning in 1937. 

A second sign of changed relations involved greater Joint Standing 
Committee activities including cases involving commercial printers. Before 
1941 neither the Joint Standing Committee nor the ITU entertained com
mercial cases. In 1941 commercial owners, acting as plaintiffs, sent two 
appeals to the ITU Executive Council. Finally, in 1957 for the first time, a 
neutral third party decided a local arbitration case; the few arbitrations 
held between 1905 and 1912 ended with conciliation. Moreover, between 
1913 and 1957 no arbitrations took place. In sum, while the union contin
ued to bend rules to aid employers and overall the parties worked together 
to resolve problems short of strikes and unrest, after 1941 there were signs 
that the relationship in Columbus was changing. The change represented a 
shift toward a more adversarial, formal system, much like that of the larger 
industrial unions and those in anthracite coal mining. 
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It is difficult to attribute causes to these changes, but one can make 
some inferences. Locally, industrial unions emerged on the scene in 1941 
after the federal government built the Curtiss-Wright aircraft plant. No 
longer was ITU # 5 the most important union in town. A related issue 
included the influence of the industrial relations practices of large indus
trial unions and their employers. It is likely that printing employers spoke 
with industrial employers and paid close attention to New Deal and World 
War II-era labor policies that affected important sectors of the American 
economy. 

At the national level, the passage of the 1947 Taft-Hartley Act had the 
potential to affect the ITU in a tremendous way, especially its closed shop 
and foreman clauses. But I could not detect any significant impact of the law 
on the local relationship. However, the new law, together with internal union 
debates and controversies with employers, led to standardization of labor 
practices across the ITU's jurisdiction. For many years these practices were 
alien to Columbus. Priority and discharge cases were the most common 
issues grieved between 1940 and 1959, followed by wage and hour and ITU 
overtime violations. Cases related to priority, discharge, and ITU overtime 
highlight the importance of the job-a "job consciousness"-to ITU mem
bers. Increasingly after 1920, good, stable jobs became scarce in the newspa
per branch, while commercial shops experienced too much flux to guarantee 
union printers stable positions (Maradie 1984). Differences between the 
branches showed up again in the nature of grievances. For example, disputes 
related to priority, discharge, exchange of matrices, transfers, vacations, and 
ITU overtime violations were more common in newspaper shops. The com
mercial branch witnessed more cases involving sanitation violations and 
jurisdictional claims. Only transfer disputes fell exclusively within the news
paper branch, while sanitation problems arose only at the commercial shop 
of F. J. Heer Company, the largest in Columbus. Cases heard by the ITU 
Executive Council were similar to those of the period before 1939. Priority, 
discharge, and ITU overtime violations comprised about 70% of the cases, 
while newer issues such as vacation and call-backs emerged. 

Conclusion 

This dissertation, the first of its kind, traces the evolution of a modern 
grievance procedure in a local typographical craft union from 1859-1959. 
Three distinct periods marked the evolution of the grievance process. 
However, a cooperative and conciliatory approach transcended the rela
tionship over time. This spirit of cooperation can be traced to the 19th cen
tury printers' work culture which stressed the mutuality of interests between 
masters and journeymen. 
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Collective bargaining and contract language related to the joint resolu
tion of grievances including arbitration became part of local industrial rela
tions practice as a result of events taking place outside Columbus. While the 
effects of these and other external events (e.g. , ITU political infighting, labor 
laws, etc.) did not end longstanding practices of harmonious, cooperative 
labor relations, over time they had the combined effect of altering the con
tours of the grievance procedure. These changes became more salient after 
1940, although ITU involvement in local matters began as early as 1886. 

Grievance issues varied over the years and between branches of the 
trade. After 1900, as reflected in the number of grievances filed and the 
cases heard by the ITU Executive Council, a core group of grievances came 
to dominate. Chief among these issues were priority, discharge, and ITU 
overtime law. Combined, these issues indicate an enduring quest by ITU 
members to preserve individual job rights. Whereas wage-related griev
ances mattered more in anthracite coal and clothing, "job consciousness" 
was of paramount importance to ITU members. This finding supports Perl
man's ( 1928) argument of the nature of the ITU (at least in Columbus). 

One of the more interesting findings to emerge from this study is the 
process by which chapel and then union members voted on grievance out
comes. Peer review, combined with the right of appeal to higher levels in 
the grievance process, afforded ITU members a high degree of industrial 
democracy. Local democracy came to mirror ITU democratic practices. 
Historically, such democratic practices make Local S's grievance procedure 
an anomaly in American industrial relations. 

The manner in which the Columbus local adjusted grievances may have 
some relevance today. Although the relationship in the printing industry 
may be unique, empirical studies indicate that a smooth-functioning griev
ance procedure can have beneficial outcomes for organizations (Mishel and 
Voos 1992) . Training supervisors and stewards to facilitate a more coopera
tive and problem-solving approach may be useful. Moreover, peer review 
may not be so unpalatable to employers, especially where they organize 
work by teams. In fact, peer review of grievances, coupled with employer 
involvement at higher levels in the process, can work to ensure fairness to all 
parties, while granting some degree of industrial democracy to employees. 

As unions and employers struggle to redefine each other's roles in the 
workplace of the future, a history lesson may be a practical guide. 

Endnotes 

1 ITU members referred to their workplace as a chapel, its roots extending to 
Europe many centuries ago. Each printing office had its own chapel. The chapel com
plemented the democratic internal union system. Chapel members voted inclividually on 
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many issues affecting them, including the resolution of grievances. This is one of the 
most unique and important features of the ITU's grievance process. 

2 Depending on the time period, this committee had either three or five members. 

� Actual and feared labor unrest brought about by the introduction of mechanical 
typesetting machines led the ITU and the American Newspaper Publishers' Association 
to devise an arbitration agreement. Typesetting machines were introduced in Columbus 
in 1894, later than in the larger cities. No strikes or unrest resulted in Columbus. Some 
larger cities experienced unrest. 

4 Formally developed by 1912. 

5 The Columbus union was not necessarily comprised of members and oflicers favor
ing the conservative party. Union records indicate, more often than not, support for the 
incumbent party. This can be explained by its reliance on the ITU lor bargaining and 
other assistance. 

6 This law re1,>ulated the maximum number of days in a week printers could work 
without giving out overtime to substitutes. Until the 1930s, the "six-day" law prevailed. 
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Organizational Fu nction and 
M anagerial Compensation : An 

I nvestigation of I nterfi rm and 
l ntrafi rm Differentials 

BARBARA L.  RAu 
Rutgers University 

With the notable exception of studies that have investigated relation
ships between executive compensation and firm performance little is 
known about how managerial pay systems differ. One fairly consistent 
observation by several sources is that pay differences exist for managers of 
various functions (e.g., marketing, finance, personnel, and manufacturing). 
To the extent that function describes unique competencies of managerial 
jobs, understanding their pay determinants is important to understanding 
how firms value managerial contributions. This study attempts to deter
mine whether the differences are uniquely determined by organizations 
and their environments. 

Human capital theory suggests one explanation for managerial pay dif
ferences by function is they have distinct distributions of individual charac
teristics associated with pay. Similarly, distributions of job and organizational 
characteristics associated with pay may create differences. However, at least 
two institutional views suggest external pay structure may differ by function 
even after accounting for these variables. Thurow's ( 1975) job competition 
model suggests the training and hiring process influences the supply and 
demand of labor to each function and creates entry-level wage differences. 
Functions also conform to characteristics of job clusters as defined by Dun
lop ( 1957) in that technology, firm administrative organization, and social 
custom link jobs within a function. These links may perpetuate and magnify 
entry-level pay differences as pay decisions have similar impacts on jobs 
within a cluster. It was therefore hypothesized that pay differences would 
exist across firms even after controlling for factors associated with pay. 

Author's Address: School of Management and Labor Relations, Rutgers University, 
Rm. 206 Levin Building, Rockafeller Road, P.O. Box 5062, New Brunswick NJ 08903-
5062. 
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With regard to the internal pay structure of organizations, several theo
ries suggest organizations reward functions depending on their relative 
value to the organization. Value may arise from their ability to further orga
nizational goals (functional stratification, Davis and Moore 1945), imple
ment organizational strategies ( Milkovich 1988) , contribute to organiza
tional success (strategic contingency, Hickson et al. 1971 ) , or control 
critical resources (resource dependence, Salancik and Pfeffer 1974). To the 
extent that organizational characteristics influence the bases of power and 
contribution, they should also play an important role in determining the 
pay differentials between functions. 

Drawing on these theories, hypotheses were formulated regarding the 
effects of some commonly studied organizational characteristics. Increasing 
firm size as measured by total employees may result in an increase of the 
personnel function's power because it is important for furthering goals and 
controls a major resource or source of uncertainty-namely, human 
resources. To the extent that this translates into greater compensation, it 
was expected that wages of jobs serving the personnel function relative to 
jobs serving other functions will be positively associated with total employ
ees in an organization, all else equal. Similar rationale implies marketing is 
in the best position to control resources or uncertainty regarding sales, and 
it was expected that wages of jobs serving the sales and marketing function 
relative to jobs serving other functions will be positively associated with 
organizational sales volume. In the absence of theory or empirical evidence 
about which function is most important to firm performance, a nondirec
tional hypothesis was stated regarding its effect on relative salaries. 

Much has been written about which functions best serve various diversi
fication strategies (e.g., Snow and Hrebiniak 1980; Fligstein 1987) . A firm's 
competitive position in pursuing a single product and vertically integrated 
strategy (where a single product or production technology generates most 
of a firm's sales) is generally argued to rely on maximization of manufactur
ing efficiency. Since manufacturing is in the best position to provide knowl
edge toward this goal, wages of jobs serving the manufacturing function rel
ative to jobs serving other functions were expected to be highest in 
organizations following a single product and vertically integrated strategy. 
Firms diversifying into related products or businesses are argued to com
pete by differentiating their products from competitors' and entering new 
markets . Marketing is argued to be most important to firms emphasizing 
this strategy, so it was expected wages of jobs serving the marketing func
tion relative to jobs serving other functions will be highest in firms following 
a product-related strategy. Personnel is argued to be most important in con
glomerate firms, since it plays an important role in retaining and motivating 
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valued personnel in the acquired firms (Pitts 1976). This suggested wages of 
jobs serving the personnel function relative to jobs serving other functions 
will be highest in organizations following a conglomerate strategy. However, 
it is also argued that the finance function is most important as it provides a 
measure of individual business unit performance and controls corporate 
funds distribution (e.g., Rumelt 1974) . Thus a competing hypothesis was 
formulated stating wages of jobs serving the finance function relative to jobs 
serving other functions will be highest in these firms. The importance of the 
finance function (indicated by the likelihood a firm is headed by someone 
from finance) has also been positively associated with merger and acquisi
tion activity (Fligstein 1987), suggesting it will be positively associated with 
the wages of jobs serving the finance function relative to jobs serving other 
functions. Finally, high industry wages may reflect labor shortages, monitor
ing problems, or unionization. Since maximizing returns to labor is more 
difficult under these conditions, it was expected that wages of jobs serving 
the personnel function will be higher relative to jobs serving other functions 
in industries with higher wages. 

To test the hypotheses, data were taken from a sample of 255 publicly 
owned firms that participated in a compensation survey. The dependent 
variable, base salary, was taken from the survey as were the individual and 
job characteristics described in Table l. Most organizational characteristics 

Variable 

LNllASE 

EDUC 
EX I' Ell 

JOBTEN 

ORGTEN 
LEVEL 

llESPON 

llHDMllH 
RANGE 
LNTEES 

LNSALES 

HOE 

TSH 
DIVEHS 

MGACTV 
HENTS 

TABLE 1 

Description of Measures 

Source 

Survey 
Survey 
Survey 
Survey 
Survey 
Survey 
Survey 
Survey 
SUJvey 
Survey 
COMPUSTAT 
COMPUSTAT 
COMPUSTAT 
COMPUSTAT 

Mergers & Acquisitions 
Krueger & Summers" 

Description 

Natural log of base salary as of March 1, 1985 
Total completed years of full-time schooling 
Age less five less number of years education 
Years in present job 
Years with company 
Levels between position and Board of Directors 
Managerial levels supervised by incumbent 
Coded 1 if served on Board of Directors 
Coded 1 if job belonged to a salary range 
Natural log of total employees in the organization 
Natural log of net sales 
Net income/Average common stock equity 
(Dividends + capital gains)/( Common stock) 
1-:EP,', where P, = (Sales from the firms' ith 
business line)/Company's total sales) 
1983-84 mergers/acquisitions worth $! million + 
Industry wage of firm relative to all industries 

" Krueger, Alan B. ,  and Summers, Lawrence H. 1988. "Efficiency Wages and the Inter
industry Wage Stru'cture." Econometrica, Vol. 56, pp. 259-293. 
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were taken from Compustat (see Table 1 ). Means and standard deviations 
for the total sample and by functional subgroup are reported in Table 2. 
The average number of employees and total sales of these firms was about 
1,500 and $150 million (respectively) more than the average Fortune 500 

company in 1984. Mean diversification was .44, suggesting, on average, 
moderate levels of diversification. 

TABLE 2 

Descriptive Statistics for Individual and Job Variables" 

Variable Finance Manufacturing Marketing Personnel Total 
(N = 3,631)  (N = 2,503) (N = 2,917) (N = 2,273) (N = 1 1,324) 

BASE 81,4 1 1 .55 64,465. 14 74,919. 1 1  70,829.94 73,869.00 
(41,509.79) (26,892.94) (32,71 1 .20) (29,551. 17) (.34,682.76) 

EDUC 16.83 15.35 16.02 16.58 16.24 
( 1 .40) ( 1 .97) ( 1 .62) ( 1 .62) (1 .73) 

EXPEl\ 22.98 27.41 24.83 25.07 24.85 
(8.92) (8.75) (8.75) (8.67) (8.94) 

JOBTEN 4.38 4.5.3 .3.54 4.6.3 4.25 
(4. 15) (4.00) (3.56) (4.23) (4.01 ) 

ORGTEN 12.95 16.52 1.3.95 12.68 13.94 
(9.26) (10.47) (9.99) (9.50) (9.88) 

LEVEL 4.18 5.30 4.87 4.33 4.64 
( 1 . 15) ( 1 .42) ( 1 .21) (1 . 18) ( 1 .31 )  

HESPON 1 .72 2.20 1.60 1.09 1.67 
( 1 .44) ( 1 .65) ( 1 .44) ( 1 . 19) ( 1 .49) 

!lANGE 0.86 0.90 0.87 0.87 0.87 
131\DM il H  0. 19 0.03 0.05 0.08 0. 10 
TEES 30,192.61 

(.37,387.33) 
SALES .3,670.70 

(million $) (7,438.08) 
HOE 0. 1 1  

(0.73) 
TSH -0.06 

(0.26) 
DIVEilS 0.44 

(0.28) 
�·1 GACTV 1.43 

(2.39) 
llENTS 0. 15 

(0. 14) 

· •  Standard deviations are in parentheses. 

The first hypothesis stated that wage differences across firms were 
expected among functions even after adding control variables. Table 3, 
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Model 1, shows results from a regression estimating the simple average 
wage differences between functional areas. Transforming these coefficients 
into dollars, the salary premiums over manufacturing (the omitted cate
gory) for personnel, finance, and marketing were about $6,400, $ 14,700, 
and $ 10,200, respectively. The results in Model 2 show the premiums over 
manufacturing declined to approximately $ 1 ,900, $9,600, and $4,500 when 
control variables were added. A comparison of Model 2 with Model 3 indi
cates that function explains 2% of the variance in wages (p< .05) over and 
above that explained with controls alone. 

TABLE 3 

Regressions of Ln(Salary)" for Across Finn Analysis 

Variable Model l Model 2 Model 3 

Finance" .210"" .068" "  no 
( .0102) (.0066) 

M arketing . 1so·· . 144" "  no 
(.0107) (.0062) 

Personnel .096" " .028" " no 
( .0 1 14)  (.0072) 

Individual Characteristics no yes yes 
Joh Characteristics no yes yes 
Organizational Characteristics no yes yes 
Industry Dummies' no yes yes 
Adjusted R' .038"" .7os· · .69 1 " "  

• ]1 < .05 • •  ]1 < .01 

· '  Standard errors are in parentheses. 
" Manufacturing function was omitted. 
' Includes fifteen industry dummies with services as omitted category. 

Internal pay hypotheses were tested by comparing the effects of organi
zational characteristics for each pair of functions. For example, the hypoth
esis that total employees increases personnel pay relative to others is sup
ported if the coefficient on LNTEES is significantly greater for personnel 
than for other functions. To calculate effect differences between functions, 
regression models incorporating interactions between functions and vari
ables were estimated. The effects of firm characteristics on marketing, 
finance, and personnel salaries did not differ significantly, so the interfirm 
hypotheses were not supported. However, the analysis revealed a general 
pattern of differences in effects between each function and manufacturing. 
Table 4 presents results from the comparison of each function with manu
facturing. Column 1 gives the coefficients for the main effects of all vari
ables on manufacturing. Columns 2-4 show the coefficients on interaction 
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TABLE 4 

Regression of Ln(Base Salary) for Within Firm Analysis"1' 

Main Effect Effect Diflerence Compared Manufacturing 

Variable Manufacturing Finance Marketing Personnel 

LNTEES .065" "  -.026"0 -.023• -.015 
(.OOIH)  ( .0099) ( .0108) (.Ol l 1 )  

I .NSALES .049" 0 .030"" .022 .027• 
(.0088) ( .0108) (.Ol l6) (.0121)  

HOE -.021° -.012 -.022 .001 
(.0089) (.Oll4) (.0120) (.01.36) 

TSH . 015 -.024 -.050 -.067° 
(.0231) ( .0295) (.0327) ( .0.332) 

MGACTV .014° 0 -.01.3° 0 -.01G- • -.012" •  
(.0028) ( .00.32) ( .0036) (.OD.3.5) 

DIVEHS .079 .248" 0 . 173· .212" 
( .0629) ( .0806) (.0863) (.0897) 

DIVEHS2 -.24w · -. 196 -.204 -.HJ8 
(.0791 )  ( . 1018) ( .l lOl) ( . 1 130) 

HENTS .074 - .187•• -.302""  -. 156" 
(.0536) ( .0660) (.0716) (.0751) 

• p < .05; c o  p < .01 

" Standard errors are in parentheses. 
" Includes all individual, joh and industry controls with services industry omitted. 

terms for organizational characteristics with the finance, marketing, and 
personnel, respectively. These coefficients represent the difference in the 
effect of each variable on base salary of that function compared to manu
facturing. Thus the main effect of .065 (p< .05) indicates that, on average, 
base salary of manufacturing managers increases .65% for a one percent
age point increase in total employees. The increases for finance, marketing, 
and personnel are .26, .23 and . 15 (p< .05 for each) percentage points 
lower, respectively. Firms with more employees and in higher wage indus
tries paid manufacturing more (p < .05) relative to other managers than 
firms with fewer employees or in lower wage industries. By contrast, firms 
with high sales paid manufacturing less (p< .05) relative to other managers 
than firms with low sales. The salary differential between other functions 
and manufacturing was highest for firms with moderate levels of diversifi
cation. Firm performance had little or no effect on relative salaries. 

These results indicate that internal and external managerial pay struc
tures vary by function. Differences in external structure cannot be entirely 
attributed to the distribution of wage determining factors. Differences in 
the internal structure suggest the relative pay of functions differs depend
ing on the organization's characteristics, but differences do not appear to 
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be based on a function's intraorganizational power, importance, or strategic 
fit. Explanations for these findings are considered, including poor con
struct measurement, model misspecification, and theoretical deficiencies. 
It is speculated that differential treatment of manufacturing salaries arises 
from the greater likelihood that they are recruited from an internal labor 
market. Managers in other functions may tend to compete in external mar
kets. The results emphasize the need for more research and theoretical 
development on managerial salary structures focused on pay determination 
and the influence of various labor markets. 
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MICHAEL BYUNGNAM LEE 
Georgia State University and 
The Lucky-Goldstar Group, Korea 

This year, we have very interesting dissertations. Without reading the 
entire dissertations, however, my discussions are bound to be limited in 
scope. 

Stanger's historical analysis of the Columbus Typographic Union No. 5 
is indeed a proper response to the call for cross-fertilization between labor 
history and industrial relations by David Brody and others. He studied the 
evolution of the grievance procedure of the local union by examining inter
nal union documents for a 100-year time period: 1859-1959. The author 
divided the process of grievance procedure evolution into three periods: 
1859-1902, 1903-1939, and 1940-1959. In the first period, because fore
men were also the members of the International Typographical Union, the 
union considered shopfloor grievances as disputes between union mem
bers to be settled by internal union procedures, and the local provided a 
system of democratic voting and peer review in the grievance procedure. 
Even after the consolidation of the ITU and involvement of ITU organizers 
in local grievance cases, the local worked to shield itself from external 
influences. In the second period, while collective bargaining tended to for
malize the grievance procedure and arbitration was instituted, the local still 
adjusted most grievances without employer involvement. The local parties 
(both union and employer) preferred cooperation and conciliation to for
mal arbitration procedures and rigid grievance systems based on arm's
length relationships. In the third period, while the local parties worked 
together to resolve problems short of strikes and unrest, after 1941 the 
relationship changed toward a more adversarial, formal system, much like 
that of the larger industrial unions. Grievance issues varied over the years. 
After 1902 a core group of grievances centered around "job conscious
ness"-priority, discharge, and ITU overtime law. 

Author's Address: Lucky-Goldstar Education Center, San 35, Haeweol-Ri, Majang
Myun, Ichun-Gun, Kyunggi-DO, 467-810, South Korea. 
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The author makes a very interesting argument in that the peer review 
aspect of the local's grievance procedure may have relevance in today's 
effort for team-based work organization. He further suggests that peer 
review coupled with employer involvement at higher levels will ensure fair
ness to all parties. This may actually fit the current trend of decentraliza
tion of industrial relations. However, as we see in the case of the relation
ship between the UAW International and Local l853 at Saturn, this type of 
arrangement may lead to intraunion rivalries and conflicts. 

Barbara Rau conducted a very interesting study by examining salaries 
of 1 1 ,324 top and middle managers serving in finance, manufacturing, 
marketing/sales, and personnel functions. The data seem to be a conve
nient sample from a consulting firm. Drawing from literature in labor eco
nomics, strategic management, compensation, and organizational theory, 
the author proposed ten hypotheses regarding the wage effect of manager
ial functions, strategy, and other organizational characteristics. While these 
are very interesting hypotheses, the variable measures and empirical tests 
results are somewhat confusing. Model 1 in Table 3 is not really meaning
ful because it does not include any control variables. Model 2 is really the 
most interesting one, but the author did not report either the individual 
regression coefficient estimates or F -statistics for each group of variables. 
Thus it is very difficult to interpret the empirical results. Further, it is not 
clear what the author means by saying, "Pay among functions was statisti
cally significant . . . .  Comparison to Model 3 shows that half the explana
tory power of function was retained after adding control variables." In 
Table 4 the author presents the so-called interaction model, but again the 
results are hard to understand. Even though the page limits of this session 
put enormous pressure on the author, a better presentation of the empiri
cal results could make the paper much more interesting. 

Again, all these comments are based on the abstracts and short papers 
that the authors sent to me, not on the entire dissertation. 
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MARIANNE KOCH 
University of Oregon 

Let me start by saying that all the dissertations represent an extraordi
nary amount of work and each is well executed. In addition, each of these 
dissertations deals with issues of importance to researchers to which I will 
turn as I address each one. 

In her dissertation Barbara Rau poses the following research question: 
Do job, organization, and individual characteristics explain why there are 
differences in managerial base pay across functional areas? She constructs 
a data set consisting of 255 firms from several sources, including a compen
sation survey, Compustat, and several others. 

In her results, Rau finds stronger support for her first model, which 
looks across firms, than for her second model, which considers intrafirm 
differences. I am left wondering why the hypotheses regarding these 
intrafirm differences weren't supported in her study? I wonder if it has 
something to do with the measures she used to capture the constructs out
lined in her study. Also, could the nature of the sample be driving the 
results? That is, her sample contains firms that are larger and have greater 
sales than the average Fortune 500 company. Is there something about 
these large companies that would deny support for her hypotheses? I'd like 
to have had her speculate about the reasons. 

I'd also suggest that she speculate on what it means that differences in 
base salary by functional area are not related to the level of power that 
each holds and their importance to the organization's goals or strategy. This 
is an important finding, if true, that contradicts much current research in 
the strategic HRM area. 

Howard Stanger studied the evolution of modern grievance procedures 
over one hundred years in a printers' local union (ITU) in Columbus, Ohio. 
Stanger rightfully points out how seldom we in IR incorporate the work of 
historians. This is an opportunity missed, I believe. 

Author's Address: Department of Management, University of Oregon, Eugene OR 
97403- 1208. 
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This work painstakingly reviews trends and level of incidence of the 
types of grievances and the mechanisms by which they were settled. The 
result is the emergence of three relatively distinct periods in grievance 
management. 

An important lesson from this historical review is the influence of 
exogenous factors on the grievance process. Perhaps Stanger could, based 
on his findings, suggest which conditions encourage a formalizing of the 
grievance process or which conditions are needed for a more informal and 
democratic process. This would be relevant for unions and firms today. 

A point of interest to me that I believe could also be of interest to those 
establishing grievance procedures in their own organizations is the peer 
review system in the ITU and the democratic and open way in which the 
resolution of grievances was approached. I was especially interested in the 
practice of publishing decisions and distributing them to all locals. It seems 
to me that if used regularly, this practice of sharing information should 
reduce grievances. 

I think the author would do a service to managers and union leaders 
today by enumerating very plainly and specifically how this union's internal 
grievance procedure worked. Perhaps some "old tricks" could be taught to 
"new dogs" with good results. 



VI.  COMPARI N G  ORGANIZATIONAL 

PRACTICES: METH ODOLO GICAL 

ISSUES 

Methodolog ical Issues i n  Panel 
Su rveys of Organizations 

MARYELLEN R. KELLEY 
Massachusetts Institute of Technology 

Of particular interest to industrial relations researchers are questions 
concerning the extent of change in human resources management prac
tices and in the organization of work (as a result of new technology or new 
approaches to job design) .  Claims about how rapidly or widely one or 
another practice is being adopted by employers cannot be assessed without 
collecting systematic information about these organizational practices over 
two or more time periods. A panel survey of organizations can be used to 
directly measure these changes; this method always involves the collection 
of the same information from the same organizations and the same respon
dents (wherever possible) for at least two different time periods. 1  

Timing of Panels and the Selection of Informed Respondents 

Special methodological issues arise in conducting a panel survey of 
organizations. These include considerations in setting the appropriate time 
interval between waves and the criteria for selecting individual respon
dents that are knowledgeable about specific organizational practices. 

Time interval between panels. A researcher has to decide how long a 
time interval to wait between waves of data collection. The key considera
tion is that the time period between waves should be sufficiently long to 
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allow for the type of changes that you want to study to have a reasonable 
chance of actually occurring. Some practices, such as turnover or hiring, 
occur frequently enough that a survey repeated each year can capture 
change in these practices. Other changes, such as the introduction of new 
technologies and associated changes in the organization of work, take a 
much longer period to manifest themselves. Even when a new technology 
is widely known and acknowledged to be an important source of productiv
ity improvements, it will not be immediately adopted by all potential orga
nizational users. In many instances, years may elapse without any installa
tion of new technology (or any purchases of new equipment) at an 
establishment. Moreover, the initial installation and implementation stage 
for a new technology can take a long time to complete (Tyre and Haupt
man 1992) . In one company I studied, for example, before a new (large) 
piece of equipment could be installed, a special flooring had to be built to 
prevent the vibrations of the new equipment from interfering with the 
operations of other machines in the factory. Six months elapsed before the 
construction project and the installation of the new machinery was com
pleted. 

In my longitudinal study of the introduction of new programmable 
machine tools, I surveyed the same sample organizations in 1991, four 
years after the first wave. In 1987 the results of the first wave showed that 
47% of the 1,363 plants had adopted at least one computer programmable 
machine. By 1991 the use of the new technology had spread to 58% of the 
plants. That change represents a 23% increase in the overall adoption rate 
of this technology over the four years, or a per annum change of only 
5.75%. Obviously, if I had conducted a survey only one year after the 1987 
study, I would have observed little change in the diffusion of this new tech
nology among the sample plants in such a short period of time. 

Choosing a replacement for a respondent. A second issue in the design 
of panel surveys of organizations concerns the problem of choosing an 
appropriate respondent and deciding when a replacement is necessary. In 
the simplest cas�, when the organization is the unit of analysis (rather than 
the individual or groups of individuals within an organization), the survey 
researcher selects a particular respondent who is employed at the organiza
tion and who is especially knowledgeable about the subjects being investi
gated through the questions on the survey. In my study, the main subjects 
are the organization of work, the use of technology, and other factors 
affecting productivity in the performance of a particular set of manufactur
ing "tasks": precision-machining operations whereby metal is cut and 
shaped. In preparing for the first survey, I decided to select the manager or 
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engineer who was the most knowledgeable about the machining process at 
the plant. Each plant manager was asked to give the name and title of the 
individual who fit this description.' Generally, the respondents identified 
through this process were either production managers supervising these 
operations or engineers responsible for implementing new technology at 
the plant. The questionnaire, reminder post cards, and all subsequent fol
low-up contact were directed to the named individual. 

Preserving consistency in data collection procedures from one wave to 
the next is a consideration in selecting replacements for individual respon
dents. Whenever possible, in subsequent panels the researcher will want to 
interview the same respondent. For a panel that takes place several years 
after the first wave, the researcher should expect to replace at least some of 
the initial respondents. The person interviewed in the first wave may no 
longer be employed at the establishment, or if the individual is still 
employed, he/she may not hold the same position. For both these situa
tions, a replacement respondent is necessary. For my 1991 survey, CSR 
interviewers conducted the survey with the same person if he/she held the 
same position at the plant. Otherwise, the interview was conducted with a 
substitute who had replaced our initial respondent in the same role/func
tion at the plant. The main issue in selecting replacement respondents is to 
do so consistently. Whatever procedure you decide on should allow the 
interviewer to easily identify the appropriate person who can report on 
organizational practices from the same vantage point as the first respon
dent. 

Plant Closings and Other "Losses" to the Sample 

The generalizability of results from a panel survey to a population 
depends, in part, on the extent of unexplained loss from the sample that 
occurs from one period to the next. There are a number of sources of 
potential loss from the original sample of organizations that need to be 
considered in designing and implementing a panel survey. These include 
plant closings and business failures, changes in location, changes in task, 
and changes in ownership (or organizational identity). Some of these 
changes unavoidably reduce the sample of potential responr:lents. An 
important factor affecting the completeness of responses arise from a fail
ure to distinguish between refusals and unavoidable losses to the sample 
due to plant closings and other changes that reduce the eligible sample. 
Table 1 illustrates how key changes in the status of sample plants between 
1987 and 1991 affected the eligible sample size for my 1991 survey and the 
calculation of the overall response rate. 
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TABLE 1 

Follow-up Selection Procedures for Second Wave of Panel Survey 
on Establishments Engaged in Machining Tasks 

14.5 

No. of Plants 

Completed Responses Resulting fi-om First Wave, 1987 Survey• 

Effective response rate 

1990 Follow-Up Confirmation of Establishment Status 
(conducted by Kelley and the Center for Survey Research) 

Confirmed plant closings or companies out of business 

Presumed plant closings or business failures 
(no phone, no listing in local directory, 
unknown to local chamber of commerce) 

Total no. of closed plants 

Potential 1991 Sample 

1991 Screening for Task/Process Continuity 
(conducted by CSR) 

Plants that no longer perform any machining tasks 

Potential 1991 Sample of Machining Establishments 

1991 Second Wave of Panel Survey 
(conducted by CSR) 

Refusals•• 

No. of plants with completed surveys•••  

Effective response rate (97.'3/1, 164) 

Notes: 

1 ,363 

R9.4% 

R9 

45 

134 

1,229 

65 

1 ,164 

191 

973 

R3.6% 

• See Appendix for details on sampling procedures and calculation of response rates 
for the first wave of the panel completed in 1987. 

• • Refusals include respondents that refused to participate at all in the second wave 
(n= l l 7) and cases where repeated follow-up efforts failed to yield a completed sur
vey (n=74). 

• ••  Five of these cases have missing information on machining status in 19R7. 

Plant closings and business failures. For a survey in which the establish
ment is the orgapizational unit of analysis, a plant that closes or a single plant 
firm that goes out of business is clearly no longer available to respond. For 
my 1991 survey, I designed a procedure to identify potential plant closings 
and business failures. In 1990, CSR interviewers attempted to call all 1 ,363 
plants that had responded to the 1987 survey, using the telephone numbers 
and addresses compiled during the conduct of the first wave. There were 
over 400 cases that involved name and address changes, incorrect telephone 
numbers, or other difficulties that required further investigation to deter
mine if the organizational unit was still eligible to be interviewed. 
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In a four-month long research project involving two graduate students, I 
completed an investigation of all of the cases where there was an ambiguity 
about the organizations status as an ongoing business. That investigation 
yielded 134 instances of closed plants. The rest of the cases involving ambigu
ous name and address changes were resolved as instances of plant reloca
tions, changes in ownership, or were determined to be only minor name and 
address changes that did not signify a major organizational change. 

Confirmed closings were determined by interviews with the following 
sources: the headquarters of multiplant firms, respondents to my 1987 sur
vey who still lived in the city or town where the closed plant was located, 
other former managers identified by a security guard or some other person 
answering the phone at a particular site, local Chambers of Commerce, or 
state agencies responsible for keeping track of plant closings. The 45 cases 
classified as presumed closings are cases where the plant (or anyone affili
ated with it) could not be located despite numerous attempts. Since the 
search for information on the status of these plants included the local Cham
ber of Commerce, local telephone directories and directory J.ssistance, bank
ruptcy attorneys, and the offices of state governments responsible for keep
ing track of plant closings, I am quite confident that these business are not 
still functioning. Moreover, in 7 of the 45 cases, the establishments phone 
was no longer in service, directory assistance had no other telephone num
ber, and other methods of contacting an informant knowledgeable about the 
plants status were unsuccessful.' 

Changes in tasks. One way to classify an organization is by the kinds of 
tasks that are performed in a unit (Van de Ven and Delbecq 1974) . An 
organization that radically alters the kinds of tasks it performs from one 
survey period to the next may be considered a new entity. A manufacturing 
plant that ceases to perform any manufacturing tasks and turns the facility 
into a distribution center for products made by other companies has 
undergone a radical change in its tasks that will require different skills and 
technologies. Because my research focused on the centrality of machining 
tasks in the plant, I treated a plant that no longer performed any machining 
operation as a radical change in the organizations task set. Such plants 
were considered to be ineligible for the main 1991 survey. 

All of the 1987 cohort were engaged in machining, and those that did 
not perform any machining were not eligible for the survey. Similarly, in 
1991 the interviewer asked questions designed to screen out plants that no 
longer performed any machining tasks.' Fortunately, since machining is a 
central production process of the plants in the sample, there were only 65 

plants that no longer performed any machining at the time of the 1991 
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survey. Obviously, in such cases the topics of central interest to the sur
vey-machine tool technology, work practices, and the types of products 
manufactured through that process-were no longer relevant. As with the 
1987 sample, such plants were treated as ineligible and excluded from the 
potential sample of machining establishments. 

Changes in location. For some purposes, an organization that moves its 
operations from one site to another may be considered a "new" entity. 
However, companies may move to a new facility for reasons that reflect the 
continuation of the same organization at the initial location, as in the case 
of an expansion. I considered two features of a move to be important in 
determining whether the change in location signaled a continuation of the 
same organization at the original location. For an establishment that 
reported a change in address that implied a new site, the two criteria were 
(1 )  the plant still performed machining operations at the new location, and 
(2) at least half of the production workforce also moved. There were 63 
cases of such moves. All are included in the eligible sample of 1991 organi
zations. Another l l  cases of apparent relocations are included in the count 
of plant closings. In each of these, even though equipment was moved to 
the new site, a substantial share of the production workforce did not (or by 
company policy was not allowed to) relocate to the new site. 

Changes in ownership . With regard to classifying an organizational unit 
as a continuation of an existing entity, changes in ownership present the 
most difficult problem. Ownership changes include everything from the 
passage of a small privately held company to a new generation of owners 
within the same family, to corporate acquisitions and mergers. For some 
purposes, such as ecological studies of industries, mergers are often treated 
as a type of "death" of an organization, akin to a plant closing (Carroll 1984; 
Freeman et a!. 1983) .  However, at the establishment level of analysis, a 
change in ownership may simply mean the replacement of one corporate 
headquarters with another. I identified 170 instances where the plant 
changed owners and the location and the process remained the same. 
Another 12 plants changed owners and also moved to a new location, but a 
substantial share of the production workforce also went to the new site. 
For the purposes of my research, only if the plant closed or the plant no 
longer performed machining was a change in ownership associated with an 
organizational "death." 

Implications for Designing and Planning Panel Surveys 

The timing of the panel, respondent continuity and replacement, orga
nizational "deaths" or radical transformations of organizational units are all 
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issues that need to be addressed in planning and designing any panel study 
of organizations. The way in which these issues will be addressed will 
surely vary with the type of study and the subjects of the survey. What is · 

most important is to establish a consistent set of procedures about how you 
plan to handle these issues before going out in the field with the final sur
vey instrument. One of the side benefits from setting up a systematic 
method (i .e. , screening questions that are asked of all organizations about 
relocations and ownership changes or a procedure for determining plant 
closings and business failures) is that at the end of that process you will 
have data to address new questions about organizational change. In my 
cases these procedures yielded data that allow me to investigate how 
important labor relations practices and investment in new technology at an 
earlier period affect the likelihood of a plant closing or the departure of the 
enterprise from a particular kind of manufacturing. 



APPENDIX 
1987 Sampling Procedures and Calculation of Response Rates 

Stratum 1 Stratum 2 Stratum 3 Stratum 4 Stratum 5 Total 
No. of Employees in Plant (<20) (20-49) (50-99) ( 100-249) (250+ )  Sample 

Randomly selected sample 
within size stratum from 
Dun and Bradstreet listing 450 450 450 450 450 2,250 

Sample stratum weifht 
(recitrocal of proba ilitv 

0 of se ection into sample) 170 28.6 14.2 1 1 .4 1 1  ::c 
Eligible to receive mail 0 

> 
questionnaire based on , z 
screening (plant open & � does machining) 396 428 405 413 422 2,064 
No. of mail surveys 0 

z 
received prior to 2nd stage > 
telephone interview 154 206 179 236 225 1 ,000 

r 
"tt ::c 

Valid nonre:Eonses > 
(NOT inclu ·ng refusals 

() ..., 
or closings) 254 200 210 162 176 1 ,002 f) 
50% random sample of 

t"l Vl 
nonrespondents selected 
for telephone survey 127 100 105 81 88 501 

Sample wei�ht for tel. responses 
reciprocal o the pro b. of selection = 

2 x sample stratum weight 340 57.2 28.2 22.8 22 

Screened out: 
no lon�er in machining or 
plant c osed 14 3 5 2 1 25 ...... ""' "' 



APPENDIX (Continued) 
1987 Sampling Procedures and Calculation of Response Rates 

Stratum 1 Stratum 2 Stratum 3 Stratum 4 Stratum 5 Total 
No. of Employees in Plant (<20) (20-49) (50-99) ( 100-249) (250+ )  Sample 

El:fble to undergo 
2n stage tel. survey 113 97 100 79 87 476 
Completed tel. surveys• 100 72 72 62 67 373 

Mail questionnaires 
received from respondents 
to 2nd stage 5 2 3 2 3 15 

U nweighted response rate ( 154+5)/396 
to 1st stage mail survey 40.2% 48.6% 44.9% 57.6% 54.0% 49.2% 

Weighted 1st stage ( 154+2°5 )/( 154+2 ° 1 13) 
response rate• • 43.2% 52.0% 48.8% 60.9% 57.9% 52.8% 

Unweighted response rate 
to 2nd stage 100/1 13= 
telephone survey 88.5% 74.2% 72.0% 78.5% 77.0% 78.4% 

Combined stages 1 & 2 ( 154+2. 100)/ 
effective response rate ( 154+2° 1 13) = 
(weighted) 93.2% 87.5% 85.2% 91.4% 90.0% 89.4% 

Notes: 
•Ten cases were dropped from the final sample due to incomplete information needed to determine status of machining activity at plant. 
Hence, a total of 1 ,363 machining establishments completed surveys in 1987. Of these, 1,015 completed the longer mail survey instrument. 
• •The computation of the weighted response rate for the first stage treats a questionnaire mailed in by a telephone respondent as a case 
resulting from a two-stage sample selection procedure. Within a stratum, all plants selected for the second stage have an equal chance of 
selection (with probability = .5). Hence compared to those selected only in the first stage, a telephone respondent has double the chance of 
being selected for an interview. 

...... CJl 0 
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Endnotes 

1 See Kelley et a!. ( 1994) for an illustration of the use of panel survey data to assess 
how widespread and institutionalized the practice of labor-management problem-solving 
committees has become as a form of employee participation among U.S. manufacturers 
in certain durable goods industries. 

2 For details on the sampling procedure used in the first wave, see the Appendix. For 
a comparison of Dun and Bradstreet's listings to other organizational sampling frames, 
see Kalleberg et a!. ( 1990). 

'1 In 1992, I also requested information from Dun and Bradstreet (from whose list
ings the ori),rinal cohort of establishments was drawn). D&B was able to locate 4 of the 
45 plants in the presumed dead category. That D&B had observations on these plants 
should not be taken as indicating that any of the four are actually viable enterprises as of 
the 1991 survey, since D&B does not exclude plants from its list immediately after a 
dosing or business failure. Several years may elapse before this change is recorded. 
Moreover, D&B identified 7 of the 78 cases of plants as still open in 1992 that our inter
view procedures had confirmed as plant closings in 1990. Note that 1 1  cases of con
firmed plant closings are instances of a company moving equipment to a new location, 
but not a substantial share of the production workforce. 

4 However, the plant manager was also asked a number of questions about the orga
nizational characteristics, the kinds of tasks that were performed at the plant, and the 
reasons for no longer performing machining. 
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How Do You Su rvey Fi rms? 

LARRY W. HUNTER AND FRITS K. PIL 
University of Pennsylvania 

Recent industrial relations and human resource (IRJHR) research has 
applied advances in multivariate statistical analysis and other quantitative 
techniques to the comparison of IRIHR practices across organizations, 
industries, and nations. Over the past decade a number of studies have 
drawn upon survey-based comparisons of organizations to examine the 
causes of variation in IRIHR practice and the effects of differences. This 
work has proceeded in the conspicuous absence of a coherent methodol
ogy. While there is a voluminous methodological literature on conducting 
surveys, nearly all of this literature discusses the surveying of individuals 
(see Rea and Parker 1992). For this paper, we examine survey research as 
it is presented in recent literature and take preliminary steps toward a 
methodology of surveying organizations. As a basis for the heuristics we 
suggest, we reviewed more than 30 surveys (Appendix) used to study the 
role of IR/HR in organizations. We consider three categories of decisions 
that survey researchers must make if they are to use survey data to examine 
the determinants or the effects of IRIHR practices. 

Levels and Units of Analysis 

Most of the research we have reviewed invokes an explicitly macro- or 
meso-level (Cappelli and Sherer 1991)  approach to IRIHR research ques
tions. As such, it represents something of a backlash against the micro-level 
focus that dominated American journals in the 1970s and 1980s and a 
return to more institutionally directed research that was characteristic of 
earlier periods. The focus on micro-level data combined advances in quan
titative techniques for testing hypotheses with easily accessible public 
information. Large-sample data sets at the macro-level (such as the sort 
that characterizes research in competitive strategy or organizational ecol
ogy) have rarely contained enough information on IRIHR practices to be 
useful. Yet it has become clear that data sets comparing practices are quite 
helpful in developing and testing theory to answer questions about the 
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determinants and effects of variation in IR/HR practices. As the Appendix 
demonstrates, researchers have turned to proprietary surveys to compile 
data sets with which they can compare practices across organizations. More 
recently, efforts such as the National Organizations Study (NOS) indicate 
the emergence of public support for the collection of such data. 

Some of these surveys explicitly target the broader organization: the 
corporate holding company, or stock market entity. Respondents and sub
jects at this level are easy to identify, and survey findings, particularly for 
publicly traded firms, may be matched up against market data and other 
information such as that contained in the Compustat database. We find this 
focus troubling: the diversity of jobs, technologies, and institutional envi
ronments faced by different establishments in many large corporations lim
its the usefulness of corporate-level surveys of IR/HR practices. Establish
ments within one company can exhibit radically different IR/HR practices. 
For example, a corporate survey that measures IR/HR practices at General 
Motors would not distinguish between a traditional plant, the influences of 
Toyota on NUMMI, the new IR environment at Saturn, and the overseas 
operations of GM, let alone activities on the non-manufacturing side in 
marketing, design, and finance. Without a clear notion of how this diversity 
is aggregated, data gathered at the corporate level is difficult to interpret. 
Further, distant corporate-level perceptions of IR/HR practices may be 
only weakly related to actual practices in the workplace. 

If the intent is to study general corporate policies toward IR/HR or top 
management's impressions of IR/HR practices, this approach may be 
acceptable. However, data that reflect implemented practices accurately 
are also necessary if we are to further develop our understanding of IR/HR 
variation, its causes and effects. Surveys at the establishment level avoid 
the difficulties of corporate-level data. It is easier to focus on a few core 
groups of employees. Informed respondents at the level of the establish
ment typically have accurate knowledge of current practices. 

The measurement of practices at the establishment level is also consis
tent with theory that links IR/HR and performance. This meso-level theory 
presumes that establishment-level actions affect individual and group-level 
behaviors, attitudes, and outcomes. True meso-level research designs, how
ever, require a large sample of organizations, and a sampling of individuals 
within those organizations. Such designs are difficult to implement, and 
such studies have rarely been undertaken. Cappelli did so in a study of 
public utilities; the matching of the NOS and General Social Survey also 
enables testing of some meso-level theory; and the Economic Policy Insti
tute is currently engaged in such a survey. 



154 IRRA 47fH ANNUAL PROCEEDINGS 

One alternative approach to meso-level questions is to survey individu
als, measuring micro-level behaviors and attitudes, and asking respondents 
about the practices of the establishment where they work. While interest
ing, this raises many questions related to single-respondent bias (see 
below); without multiple respondents from common establishments or 
other reliability checks on respondents, it is difficult to make the case for 
this as a comparison of organizations. Further, it provides few guides as to 
the aggregation of micro-level responses to answer questions at the organi
zational level. 

Many of the surveys we examined take a second approach, seeking 
establishment-level indicators of performance (such as quality or labor pro
ductivity) that might be linked to characteristics such as skill, commitment, 
motivation, and teamwork. Researchers examine the impact of organiza
tion-level practices on these outcomes, controlling for other possible influ
ences (such as technology in use). An alternative is to use broader indica
tors of micro-level outcomes to impute the effect of organization-level 
practices (e.g. , through rates of unplanned absenteeism or turnover). 

Although establishment-level surveys yield more useful and accurate 
data, such surveys present their own problems. For example, in perfor
mance-oriented studies it is hard to connect establishment-level data to 
measures of financial performance. Differences in cost accounting systems 
and respondents' reluctance to share confidential data make these compar
isons difficult. There are many less than perfect ways to attack these prob
lems, and we have tried several ourselves. Pi! (with Cappelli) is using varia
tion across establishments within large companies to impute financial 
performance data. Kalleberg and Moody (1994) use self-reported estimates 
of performance in various categories. Hur,ter chose to sample an industry 
where regulatory agencies of the government collect extensive information. 
Many single-industry studies create detailed measures of performance spe
cific to the establishment or set of establishments in question. Such mea
sures are difficult to generalize, but if researchers measure performance in 
focused, clearly conceptualized categories (e.g., labor productivity, quality, 
cycle time, customer service, and the like) ,  the studies may guide us to pat
terns of results. 

What Kinds of Questions Ought to Be Asked? 

Few of the surveys in our review ask questions related to traditional 
industrial relations issues. This is true of both outcome-oriented questions 
such as the number of days lost to strikes and practice-oriented questions 
such as how grievances get handled. Some questionnaires do not ask for 
the percentage of the work force that is unionized. Where the sampling 
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frame is chiefly nonunion (as a random cross-industry sample in the U.S. 
would be), the inclusion of questions about grievances or strikes may seem 
to have small benefit, and it may be difficult to find measures of conflict or 
disputes in nonunion settings that can be interpreted easily. However, 
information on voice and information sharing has relevance in nonunion
ized settings as well as traditional unionized settings, and questions related 
to information sharing or dispute resolution mechanisms also receive little 
emphasis. 

The surveys also feature few questions in traditional areas of personnel 
(such as staffing and selection) where human resource managers spend a 
large portion of their time. Most of the surveys we reviewed collect basic 
demographic information, including information on age, education levels, 
and sex. However, the level of detail in this area varies widely, and racial 
distribution is rarely addressed. Few surveys examine the management of 
diversity, affirmative action, or equal employment opportunity programs. 
Also receiving little attention in most surveys are nontraditional approaches 
to time spent at work such as work-share arrangements and telecommut
ing. 

One might expect connections between these IRIHR practices and 
both firm strategies and outcomes, yet these remain the domain of 
researchers operating at micro rather than higher levels. Researchers may 
be avoiding many industrial relations questions, questions about the racial 
or gender composition of the work force or job categories, or questions 
about the management of diversity because they correctly believe such 
questions will deter firms from participation in the survey. Our experience 
leads us to suspect that unless organizational representatives know and 
trust the researcher, researchers should include these questions with cau
tion. Respondents may fear, for example, that researchers or others will use 
the data to make inferences about their organization's compliance with the 
National Labor Relations Act or with equal employment opportunity laws. 
However, researchers can do more to craft questions relating to employee 
voice, information sharing, and alternative work arrangements so as not to 
suggest these problems while still providing useful information. 

If little attention is paid to many core industrial relations and personnel 
issues, what is being studied? The studies of the past five or six years typi
cally examine "high performance" or "high involvement" work systems (see 
Appelbaum and Batt 1994) . Virtually every characterization of high perfor
mance work systems includes several key human resource practices, and 
questions related to these practices are found in almost every survey we 
reviewed: ( 1 ) To what extent are there teams and team work at the 
"shopfloor" level within the organization? (2) Is there gain sharing? Pay for 
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performance? Small- or large-group incentive systems? (3) Are there qual
ity circles? ( 4) Are firms investing in skill formation through on- and off
the-job training? (5) Do firms offer employment security such as protec
tions against layoffs? 

Many of these surveys feature precise measures of IR/HR practices 
rather than perceptual questions. The most accurate measures of practices 
and conditions often reflect industry-specific situations. Generalization 
remains difficult, however, for the disparate measures of practices and out
comes, the choices of which practices to measure, the analytical tools, and 
the resulting constructs vary dramatically. As future questionnaires draw on 
existing ones, we hope to see increased replication of questions across time 
and across industries. By providing greater comparability, surveys and 
resultant findings will be less idiosyncratic. 

Studies based on these surveys point in similar directions: transformed 
workplaces seem to be associated with a production strategy deriving com
petitive advantage from quality rather than from low labor costs, for exam
ple. Another consistent empirical finding is that bundles or groups of prac
tices are associated with superior performance (Ichniowski, Shaw, and 
Prennushi 1994; MacDuffie 1995) . This increases the required complexity 
of a survey markedly, for it means that one cannot simply focus on the 
measurement of training practices, the organization of work, or compensa
tion systems in isolation from one another. 

Breadth, specificity, and replication of questions seem critical to under
standing the causes and effects of IR/HR variation. The obvious implica
tion is richer, more detailed questionnaires. This in turns raises challenges 
in gaining commitment from respondents . Where researchers face 
resource constraints that prohibit them from accurately measuring bundles 
of practices across a sufficiently large sample, they might be better served 
by other research methods. Smaller samples, matched pairs, and case stud
ies can address important questions. Focused longitudinal studies of the 
adoption of new practices and of the effects of changes in practices will 
also contribute to our understanding. 

Potential Problems in Establishment-Level Surveys: 
Gathering Facts 

Once researchers select appropriate units of analysis and have consid
ered the array of questions they wish to use, they must actually write ques
tions to gather the information. Our survey collection suggests many gar
den-variety questionnaire problems such as leading questions, questions 
with unclear terminology, and double-barreled questions. These problems 
are addressed well in the micro-methodological literature. This literature, 
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however, focuses chiefly on how to survey individuals with respect to sub
jective data. While a few surveys we reviewed focused on general percep
tions, policies, or approaches to IR/HR issues, r1ost sought sets of objective 
facts about actual practices. We therefore address here three types of prob
lems with particular relevance in establishment-level surveys that relate 
directly to researchers' preference for developing objective data. These 
include problems of respondent reliability, frame of reference problems, 
and reliance on closed-ended questions. 

Respondent Reliability 

Surveys typically involve a single respondent because this yields higher 
response rates than surveys that require participation by more than one 
person. Such surveys are simpler logistically, and it is easier to get coopera
tion from one person in an organization than from several. Single respon
dents are not ideal for organizational-level studies, however, because re
spondents' own position or experience may bias their responses. This is less 
true with questions that are more objectively grounded and where re
searchers can identifY the "most informed respondent" (Huber and Power 
1985) . Even where questions focus on objective information, however, a 
single respondent in all but the smallest establishment may not be the best 
respondent for all the sorts of questions a researcher would like to ask. 

Single respondent problems are heightened when a survey respondent 
is asked questions relating to multiple activities of the organization but 
does not possess background or information on all areas. Where respon
dents do not have accurate information on everything, they provide only 
perceptions of what they believe to be the correct answers. Although these 
perceptions are interesting, they are not actual practices, and good studies 
of organizational perceptions require multiple respondents as reliability 
checks. 

Single respondent problems are a particular concern in telephone 
interviews. Telephone surveys place single respondents under still more 
pressure and are more likely to yield perceptions rather than practices. 
Although response rates to telephone surveys are often 50% to 100% 
higher than responses to mailed surveys, researchers need to take care that 
the questionnaire is focused and that respondents are knowledgeable about 
the topic under consideration. Telephone respondents will not be able to 
seek out answers to questions; rather, they will respond with best guesses. 

The same problems facing those doing telephone surveys may face 
those doing written surveys. Lengthy questionnaires may daunt respon
dents, particularly where questions cover topics with which the respon
dents are unfamiliar. Single respondents may be insufficient for studies 
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linking human resource practices to other organizational practices of inter
est, for example. Solutions to this problem exist but are costly. Arthur 
( 1992) , for example, used two separate surveys in his research on mini
mills--one dealing with industrial relations issues and another dealing with 
business strategy. MacDuffie and Pil (1994) took another approach in their 
study of auto assembly plants. They separated questions by topic in their 
survey and requested that a single contact person distribute each section to 
the person most knowledgeable about that topic. This allows for the collec
tion of more in-depth and accurate information on a broad range of issues. 

Either the multiple survey or single survey/multiple-respondent 
approaches help ensure that questions are being answered by those most 
likely to respond accurately, yet each approach has drawbacks. Lack of over
lap in response to multiple surveys can reduce the usable sample dramati
cally. In Arthur's case, 29 of 54 mini-mills returned both surveys, though 40 
out of the 54 questionnaires on plant strategy had been returned. Mac
Duffie and Pil found that it requires extensive up-front effort to identify an 
appropriate and cooperative contact person in each organization and con
siderable follow-up with the contact to ensure responses. 

It is conceptually appealing to gather longitudinal data in one survey 
for empirical relationships identified in cross-sectional studies admit many 
plausible hypotheses, even where findings are strong. Unfortunately, retro
spective data is particularly unreliable. Even seemingly simple records 
(compensation, turnover rates, number of employees) may be remarkably 
difficult to access; organizational memories are short. Answers to more 
detailed questions around work organization are even more dubious. Lack 
of reliability also stems from managerial rotation. New managers may not 
have easy access to accurate retrospective data, and further problems arise 
because nonrespondents can introduce significant biases into the analysis. 
Where researchers require time-series data, actually collecting such data in 
real-time panels is much more time consuming, but far more accurate and 
reliable. 

Frame of Reference Problems 

Frame of reference problems arise when a concept does not have a 
clear, universally understood meaning. Take, for example, the concept of 
teams and teamwork. One survey measures teamwork by asking, "Are your 
employees involved in self-directed work teams? When did you start a pro
gram for self-directed work teams? What percent of the current work force 
is involved in such teams?" These types of questions presume that respon
dents have a good understanding of self-directed work teams and their use 
in the organization. They further assume that the surveyor's understanding 
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of such terminology matches that of the survey respondent. Asking a few 
more key questions to assess distinctions that are important theoretically 
will allow the researcher to determine whether establishments use teams, 
and what type of teams they are. Such distinctions include whether team 
leaders are elected, the size of the teams, and the functions of the team. 
The original question can be matched against these more detailed ques
tions to provide insights into perceptions; that is, how practitioners view 
and describe teams. 

Surveys should take care to establish baselines where necessary. Take, 
for example, the following question, "Please tell me which category best 
describes the current educational level of your workers as it relates to their 
ability to perform their jobs adequately: Machine operators-(!)  too little 
education, (2) sufficient education, (3) too much education." Although this 
provides some information, its usefulness is enhanced significantly when 
the researcher has detailed information on the education the machine 
operators actually have. 

It is critical to anchor respondents' frames of reference with definitions 
and attention to detail. Many of the surveys we examined do this well; how
ever, the anchors are often quite industry- and technology-specific. Such 
anchoring may result in differences in constructs, analysis, and results. 
Future work might use questions that are both anchored and can be inter
preted consistently across industries. Retrospective data poses its own 
anchoring problems. For example, questions should have baseline refer
ence. One example of a question we found, "Would you say [a specific job) 
has become (A) more complex or skilled, (B) less complex or skilled, or (C) 
is it equally complex and skilled but requiring different types of skills?" 
Without knowledge of what the complexity or skill level of the job was sev
eral years ago, the information provided by this question is of limited use in 
comparing across organizations. 

Closed-ended Questions 

Questions and question structure vary dramatically from survey to sur
vey. The question structure reflects conscious choices by researchers on the 
type and depth of information they are looking to collect. Let us consider 
one distinction-that between open- versus closed-ended questions. Most 
of the surveys place great reliance on closed-ended questions. Although 
these are shorter and useful in guiding respondents, such questions can 
reduce the level of useful information from the survey. The very thing that 
makes closed-ended questions desirable weakens them: it is easier for a 
respondent to provide an answer. The trouble is that an answer may be 
given even where the respondent has little idea what the actual answer is. 
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Furthermore, care needs to be taken that categories encompass all possible 
answers, and this may require considerable knowledge of context. 

Where time and resources permit, open-ended questions are useful as 
reliability checks. When respondents give unusual or surprising answers, 
these responses can be followed up to see whether or not they represent 
organizational reality. Situations where organizational reality differs mark
edly from the norm may be of particular interest to researchers. Further
more, open-ended questions relating to concrete information reduce an
other source of bias. Respondents may answer all closed-ended questions 
in a particular fashion (e.g., always at the high end of the scale or at the low 
end of the scale). 

Conclusions 

We have argued for a focus on the establishment level in IRIHR sur
veys. We have not mentioned sampling issues at this level, but Osterman 
( 1994) and Marsden, Cook, and Knoke ( 1994) deal with those effectively. 
We have offered an overview of the topics traditionally covered in HRIIR 
surveys. Despite emphasis in the literature on HR systems and bundles, 
these are often not measured, or measured inconsistently. Lastly, we have 
introduced problems common to establishment-level research that are not 
found in research at the micro level. It is our hope that this will provide a 
base for the development of greater research on the methodological and 
theoretical issues surrounding establishment-level surveys. 

APPENDIX 

This table provides a partial list of smveys collected by Frits Pi!. If you would like exam
ples of different types of smveys or need examples of particular types of questions, write 
to him. Similarly, if you have done a survey in industrial relations or human resources 
and are willing to share it with the academic community, please send a copy to Frits Pi!, 
Department of Management, 2000 Steinberg Dietrich Hall, Wharton Business School, 
University of Pennsylvania, Philadelphia, PA 19104. 

M IT Work Innovations Survey 
Rose Batt, Sloan School M IT 

Survey of Employee Experience of Orga
nizational Transformation and Workplace 
Innovation 
Eileen Appelbaum, Economic Policy Institute 

1994 Survey of Japanese-Affiliated Manu
facturers in the U.S. and their Suppliers 
Richard Florida, Carnegie Mellon Univer
sity 

Wharton Financial Institutions Survey 
Chip Hunter, Wharton School 

Inter-Firm Linkage and the Diflusion of 
Programmable Automation (U.S.  M etal
working Sector) 
Maryellen Kelley, Carnegie Mellon Uni
versity 

M IT Long-Term Care HRM Question
naire 
Chip Hunter, Wharton School 
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Textile and Apparel Industry Survey 
Tom Bailey and Donna Merritt, Columbia 
University 

Organization of Work in America 
Paul Osterman, MIT Sloan School 

International Assembly Plant Study, Inter
national Motor Vehicle Program 
John Paul MacDufHe and Frits K. Pi!, 
Wharton School 

Electronics Industries Association Study 
Frits Pi! and Peter Cappelli, Wharton 
School 

Competitive Semiconductor Manuft!Ctur
ing Study-Interview Guide, Employ
ment and H R  Survey: Rob Leachman and 
Sara Beckman, U.C.-Berkeley 

Public Utilities Survey 
Peter Cappelli, Wharton Business School 

Working with Technology (Parts I & II)  
Economic Council of Canada 

Worker Questionnaire and Personnel 
Manager Interview 
Guide, Lincoln and Kalleberg 

Human Resource Practices Survey 1993 
Gordon Betcherman, Queen's-Univer
sity of Ottawa Economic Projects 

NTT Personnel Manager Survey, from C. 
Brown, M .  Recoh, and D. Stern, U.C.
Berkeley 

Worker Training and Work Organization 
Survey, Oregon, Offlce of Educational 
Policy and Planning 

Acknowledgments 

Project on Regional Industrial Economics 
Defense Survey, Jonathan Feldman, Rut
gers University 

Electronics Firms Skill Assessment 
D. Thoma�, Penn State 

National Organizations Study, University 
of Illinois 

Training Expenditures Survey 
Australian Bureau of Statistics 

Mass. Metal Working Industry, U. Mass
Boston 

Needle Trades Questionnaire, NTAP Inc., 
Fall River, MA 

General Social Survey: Work Organization 
Module, Employee Satisfaction Module, 
New Work Org. Module 

United States General Accounting Ofllce 
Survey of Federal Organizations. Focus 
on Quality Management ( 1992) 

ESOP Survey, Northeast Ohio Employee 
Ownership Center (Kent State Univer
sity). John Logue and Heather Cross 
(1992-93) 

Survey of Employee Participaton in Safety 
and Health, National Safety Council (Oct. 
1993) 

Development Dimensions International, 
Survey on Self� Directed \Vork Teams 
(1990) 

The authors thank all those who made their surveys available to the 
academic community and the Sloan Foundation for its support through the 
Human Resource Network. An extended version of the paper is available 
from either author. 
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Su rveying U n ions: Lessons from 
Stud ies of U n ion Strategy 

and Plann i ng 

KAY STRATTON DEVINE 
University of Alberta 

A carelessly planned project takes three times longer to complete 
than expected; a carefully planned project takes only twice as 
long! 

Careful planning is critical to union survey research. The suggestions 
offered in this piece all commence with careful planning, which is the 
"number one lesson" for conducting union surveys. The first step in this 
planning is to determine whether the research question of interest is best 
answered through survey research. 

Survey Research Frequency 

A review of industrial relations journal articles over the past two years 
reveals that published survey research is not common. For example, in the 
Industrial and Labor Relations Review (ILRR), out of 79 articles, only 19 
utilized some sort of survey methodology. Of those 19, only 4 actually 
involved unions. Likewise, in the Journal of Labor Research (]LR), only 3 
of 52 total studies involved survey research. Why the propensity to use sur
vey research is low is uncertain, but there are a number of speculative 
explanations. One reason may be that both designing and administering 
surveys are time-consuming and expensive activities with no guarantee of 
obtaining a representative sample or a reasonable response rate. Addition
ally, even given a reasonable response rate, perceptual data are hard to vali
date. Referees/editors are therefore critical, especially in terms of making 
the attitude/behavioral link. A final reason could be that researchers have 
not believed survey methodology to be the best way to gather data relevant 
to their research questions. 

Author's Address: Department of Organizational Analysis, Faculty of Business, Uni
versity of Alberta, Edmonton, Alberta, Canada T6G 2R6. 
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Survey Research Applicability 

Surveys are appropriate when a researcher desires to determine the 
characteristics of whole populations of people or organizations (Kerlinger 
1986). Survey data are also useful if the goal is to support or modify theory 
developed in a laboratory setting (Hippler, Schwarz, and Sudman 1987), 
and offer a way to ensure standardized measurement and probability sam
pling (Fowler 1984) . Most importantly, however, survey research can col
lect data (e.g., perceptual or attitudinal) that are not available from any 
other source. Further, the data are usually collected under conditions of 
voluntary cooperation, anonymity, and confidentiality. Because of these 
conditions, accuracy and credibility are heightened. 

Sample Determination and Access Issues 

Another step in the planning process is to determine the sample popula
tion. Is the appropriate level of analysis the individual or the organization? If 
it is the organization, should it be the international office, regional office, or 
local? Again, this depends on the research question. For example, in con
ducting research on union democracy, I chose an individual level of analysis 
because I was interested in union member perceptions of democracy in the 
International Typographical Union (ITU). My strategic planning research 
projects, however, use an organizational level of analysis since I am inter
ested in organizational processes. The question dictated the level of analysis. 

Another important consideration is accessibility. The union (organiza
tion) is often more accessible than (individual) rank-and-file union mem
bers. International, regional, and local union names, officers, addresses, and 
phone numbers are available from various publications. Therefore basic 
information needed to contact the sample population is readily available. 

Beyond locating names in a publicly available document, there are 
other means of gaining access. For one study I volunteered my time for a 
summer to work at the local office in Seattle of the Service Employees 
International Union. As a result, the local president referred me to the 
international officers with whom I needed to speak in Washington, D.C. 
An extra benefit to this approach was that I was more knowledgeable about 
the union. Other times I have arranged meetings with local union presi
dents to explain my research, and if they felt it could be of benefit to their 
union, they referred me to their national!international offices. In contrast, 
another individual who conducts union surveys initiates contact with the 
national!international office first and then gains access to the local level. 
Both approaches seem to work! 

If the desired sample population is individual union members, how
ever, the researcher must somehow gain permission from the union to 
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access these individuals. This can be difficult unless the researcher can 
demonstrate how the study might benefit the union or has spent consider
able time developing a rapport with the union officers. In my research I 
have used an individual level of analysis on two occasions: once to survey 
ITU members (Stratton 1989) and once to measure why individual Energy 
and Chemical Worker Union (ECWU) members planned to vote for or 
against a merger. To gain access to the membership of ITU, I approached 
the ITU local president, whom I had worked with previously on a different 
project. Because of this established, positive relationship and association 
with him, he trusted my motivation for conducting the research and was 
extremely helpful in distributing surveys to all of the members of the local 
union. In terms of the ECWU, I had come to know the national president 
through my union strategic planning research, and again, he cooperated 
due to the establishment of a relationship of trust. In return for his assis
tance, I was able to provide him with information about member percep
tions in return for gaining access to the members. 

Response Rate and Survey Design 

A third step in planning is to design a survey in such a way that you can 
achieve the highest response rate possible. Union response rates for writ
ten or mail surveys are notoriously low. Over the past two years the 
response rates listed in the ILRR and JLR have ranged from 18.5% to 
68.7%, with a mean of 36.8%. Telephone surveys or in-person interview 
survey response rates ranged from 31% to 85. 7%, with a mean of 65.2%, 

thus generating a higher response rate than mail surveys. Consequently, if 
you have the time and resources to conduct personal contact surveys, it 
seems the return rate is improved substantially. A low response rate is 
problematic since it is a major source of survey error, and the quality of 
data depends on the proportion of a sample from whom data are collected 
(Fowler 1984). 

Three reasons have been cited by Fowler ( 1984) as to why a response 
rate may be low. First, the data collection procedures may never reach the 
respondents. Second, those asked to respond may refuse to do so. Third, it 
may be that those asked to respond are unable to do so for some reason 
(e.g., illness, or reading, writing, and/or language problems) .  A fourth rea
son may be the length and format of the survey. If the survey appears to be 
quite long, crowded together, or difficult to complete, it is likely the 
response rate will be lessened. In sum, getting the response rate to a rea
sonable level depends on the nature of the sample, the nature of the study, 
how motivated people are, and how easy the task is to complete. 
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An informal poll by an Angus Reid researcher of why union individuals 
did not respond to surveys revealed four different beliefs: ( 1 ) contacts 
knew the researcher had already interviewed the leadership, and they felt 
they had nothing new to say; (2) the individuals were not sure why they 
were contacted to answer questions for the union; (3) there was a suspicion 
that the survey was a TQM effort; and (4) there was concern about who 
would have access to the information. In other words, who were the clients 
for this survey? Academics should have higher credibility in terms that they 
are not selling the information but instead are using it to further knowl
edge. It is possible, however, that potential respondents may still be wary 
in terms of how information will be used. 

Various ideas to reduce nonresponse have been put forth in basic 
research texts. For example, it has been suggested that researchers should 
send an informative letter in advance, present the purposes of the project, 
make sure respondents will not be threatened by the task, and ensure 
anonymity and confidentiality. Other suggestions include making sure the 
task is clear, designing an attractive, easy-to-read, uncluttered, short ques
tionnaire, and making the response task easy (e.g., check a box or circle the 
number). Finally, follow-up mailings can be sent in hopes that people who 
did not receive or complete the first questionnaire will do so if provided 
with another chance. 

The above are generic to any survey research. Other suggestions are 
especially relevant to union studies. The target audience can make a differ
ence, e.g. ,  union executive leadership, support staff, lesser officials, or 
union members. Union executive leaders seem to respond best face to face 
or gathering survey data via interviews. Support staff (e.g. , research direc
tors and administrative assistants) are more likely to respond to mail sur
veys and, in fact, are often delegated the job of responding. Therefore, 
while you may want the union presidents views and send a survey directly 
to him/her, don't expect it to be completed by the top executive. Also perti
nent to a respondents level within a union, it seems the degree of suspicion 
about a project becomes greater the further people are from the top. 
Therefore, if you plan to survey individual union members or union local 
organizations, it is good to obtain endorsement for the project from the top 
of the union. If possible, have the national office send letters to members 
or local presidents encouraging them to participate in the research. Or, 
alternatively, in a mail survey, include a letter of endorsement in the initial 
packet. 

Another critical aspect in terms of increasing response rate is to use 
union terminology and symbols. For instance, make sure that the survey is 
produced or printed in a union shop and that the union "bug" is on it. 
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'Vhen writing the cover letter, address it to "Dear Brother" or "Dear Sis
ter," and close with "Yours in solidarity." Union terminology includes using 
wording such as "the worker" instead of "the employee," or "management," 
instead of "the employer." There is a voice of labor, and that includes vari
ous union buzz words. 

Another step in the planning of survey research is to conduct interviews 
of knowledgeable union personnel prior to designing a survey. A review of 
the literature is not adequate. While it seems that after reading all of the 
literature on your topic of interest everything relevant has been included in 
your research question and survey design, there may be virgin concepts or 
processes that past research has neglected. By definition, when you are 
investigating the unknown, you do not know what you will find! Therefore, 
to make sure you are not missing important data relevant to your topic, it is 
suggested that you talk with a number of different individuals from the 
union movement, including local and national officers, staff, and rank-and
file members prior to designing the survey. 

Once the cover letter, endorsement letter, and survey are designed, 
pilot test them with a small group of unionists-officers, support staff, and 
rank and file-if appropriate. Develop a cadre of union contacts who might 
be willing to help on tasks such as this. Ask them to keep track of how long 
it takes to complete the survey, to comment on the length, and to write 
down questions or instructions that are not clear. 

Finally, offer to share results with the respondents in return for their 
participation. If possible, arrange presentation sessions where you can pre
sent the research personally. If the sample is dispersed, summarize the 
results and their implications in a one- or two-page document and mail it 
to them. 

Ethics 

As with any research involving human subjects, it is absolutely essential 
to follow strict ethical guidelines. Again, participation must be voluntary
you should inform respondents how the data are to be used and ensure 
confidentiality and anonymity. Participants should sign a written consent 
form declaring that they have agreed to take part in the study. 

When dealing with only one union (e.g., a survey of its membership), it 
is also wise to share anything you write about the union ·with the officers 
before submitting it for publication for two reasons. First, they should 
determine whether or not they want their union to be specifically named in 
the research. It might be that the information could be damaging to their 
union in upcoming negotiations, or there may be some internal union poli
tics or reputation issues involved whereby the union does not want to be 
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specified. Second, union officers might provide alternative explanations for 
conclusions, or they might concur with your implications. If there are alter
native explanations, this can only improve your analysis; while if they con
cur, it can increase your confidence in the validity of the study. Third, shar
ing the results of a well-done study with the union may also increase their 
willingness to participate in future surveys. 

Inadequacies 

With survey research, as with all research methodologies, there are 
inadequacies which can lead to survey error. If using a written question
naire, the reliability and validity of the measures may be questioned. Better 
questionnaire design, such as asking the same question in a number of dif
ferent ways, can increase researcher confidence in reliability and validity. 
Comparing characteristics of the respondents to the entire population can 
help offset the problem of low response rate if the characteristics are rep
resentative of the general population. It is important for external validity 
and generalizability of the findings to determine how representative the 
respondents are of the general union population. 
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Methodological Issues i n  Com parative 
I ndustrial Relations and H u man 

Resou rce Management 
Su rvey Research 
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The enduring interest in cross-national and comparative research in 
industrial relations (IR) is a logical extension of this field's traditional con
cern with theory construction and the applied problems emerging from the 
employment relationship (Kochan 1992; Kaufman 1993) . Whether theory 
development is seen as testing the universality of general propositions 
(Kerr, Dunlop, Harbison, and Myers 1960) or achieving a deeper under
standing of the relationship between institutional factors and industrial 
relations outcomes (Dore 1973; Maurice, Sellier, and Silvestre 1986; Oster
man 1988; Turner 1991), theoretical questions will continue to pique our 
interest in cross-national and comparative work. At the same time, the 
globalization of economic affairs is producing a myriad of questions for IR 
and human resource practitioners that are best addressed in a comparative 
framework. 

Though many of the forces driving comparative IR research are not 
new, the substantive topics of this research are. In contrast to the decided 
concern with grand theory in the first decades after World War II ,  most 
contemporary IR research has again focused on testing relatively special
ized theories applicable to limited ranges of data. This renewed interest in 
the middle range, combined with methodological advances in adjacent 
fields, has led to complementary changes in both the units of analysis and 
the methods of IR research. Individual and firm-level surveys are now part 
of the standard tool kit of most IR researchers, and we are likely to see an 
increased use of survey methods in cross-national and comparative IR 
research. As we move forward to use surveys in extending our domestic 
research, it is worthwhile to pause a moment to consider how we might 
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regauge our instruments so they are suitable for a foreign environment. To 
this end, the aim of this essay is to provide a momentary respite to high
light the specific threats to validity that arise in comparative survey 
research and to consider some heuristics that may help us address these 
particular hazards. 

Before proceeding with this discussion, it may be helpful to distinguish 
among cross-national and comparative research. Though these terms are 
used loosely and sometimes interchangeably, there are differences between 
them that are related to methodological considerations. For the purposes 
of this paper, I define cross-national studies as research where there are 
national differences between the researcher and her paradigm and the tar
get country of study. In cross-national research, comparison between the 
home and target country are implicit and inevitable, even though no direct 
attempt is made to analyze data from firms and/or individuals in more than 
one country. In many social science disciplines, cross-national research falls 
under the general rubric of area studies. I define comparative studies, on 
the other hand, as research that explicitly compares patterns of firm
and/or individual-level data from more than one country, regardless of the 
home country of the researcher. 

Threats to Validity in Cross-national and Comparative 

Survey Research 

Construct Validity 

A fundamental concern of all quasi-experimental research is that the 
operations intended to represent a particular theoretical construct do, in 
actuality, represent that construct. This ability to approximate generaliza
tions about higher-order constructs from research operations is referred to 
as construct validity. Though there are numerous threats to construct valid
ity, the problems of achieving identity between theoretical constructs and 
research operations can be broadly understood as a problem of either "con
struct underrepresentation" or "surplus construct irrelevancy" (Cook and 
Campbell 1979) . Construct underrepresentation refers to a situation when 
research operations fail to incorporate all dimensions of the construct. Sur
plus construct irrelevancy, on the other hand, is a problem when a particu
lar operation unintentionally measures constructs that are not part of the 
target construct. 

The problem of construct underrepresentation is an important issue in 
both cross-national and comparative IR research and is not infrequently 
related to national trends in the host country of the researcher. If, for 
instance, we would like to investigate whether recent shifts in human 
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resource practices in the United States are paralleled in Western Europe, 
we would have to be particularly cautious in how we operationalize "orga
nizational transformation." While there is considerable theoretical and 
empirical work suggesting that the presence of innovative practices such as 
team work, job rotation, total quality management, and quality circles 
might be good indicators of organizational transformation in U.S .  firms 
(Kochan, Katz, and McKersie 1986; Appelbaum and Batt 1994; Osterman, 
1994) , these same practices may not capture conceptually comparable 
shifts in European economies (cf. Brewser and Tyson 1991 ) . In other 
words, if we rely on a set of U.S. practices to operationalize organizational 
transformations in our target country, then we risk underrepresenting work 
practices that might be indicative of broader organizational changes. 

·whereas construct underrepresentation would appear to be an equally 
important factor in both cross-national and comparative research and is 
often easy to identify, surplus construct irrelevancy is more nettlesome, 
particularly in the comparison of cognitive data of respondents from differ
ent national cultures. This became evident to Adler, Campbell, and Lau
rent ( 1989) when they administered a questionnaire, whose statistical prop
erties were well documented, to three groups of managers in the People's 
Republic of China. The first problem Adler et a!. encountered were empir
ical anomalies between survey results and the descriptions that Chinese 
managers had provided them about their respective organizations. During 
debriefing sessions, Chinese managers clarified the discrepancy by explain
ing that they had answered the survey questions by stating how they 
thought firms in the Peoples Republic of China should be managed rather 
than stating how these firms were actually managed. Based on this infor
mation, Adler et a!. then provided explicit instructions for respondents to 
answer questions based on the real rather than the idealized situation of 
Chinese firms. 

Subsequent data analysis and further debriefs, however, indicated addi
tional problems that brought into question the validity of numerous con
struct operationalizations. For instance, in asking respondents to express 
their attitude toward the statement "It is important for a manager to have at 
hand precise answers to most of the questions that his subordinates may 
raise about their work," Adler et a!. intended to measure the perceived na
ture of managerial tasks. Numerous administrations of this question to 
nationally diverse groups of managers led the research team to conclude 
that this operationalization did indeed measure national differences in the 
perceived role of managers (Laurent 1983). Swedish managers who agreed 
the least frequently among ten national groups ( 10%) justified their 
responses in debrief sessions by pointing out that they perceived themselves 



172 IRRA 47TH ANNUAL PROCEEDINGS 

primarily as problem solvers. Along the same lines, Italian managers, who 
agreed most frequently with the aforementioned statem ent (66% ) , 
explained that their responses were consistent with their function as experts 
in the organization. This is in contrast to the way Asian managers inter
preted the statement and formulated their responses. Although Indonesian, 
Chinese, and Japanese managers agreed with this statement more fre
quently than any group of Western managers (73%, 74%, and 78%, respec
tively), their justification for these responses was not premised on their per
ceived functional roles. Rather, the Asian managers referenced the answer 
in social terms by suggesting that it was both impolitic and impolite to ask a 
superior a question that he could not answer. As one Japanese manager 
stated, "A Japanese [employee] would never ask his boss a question he [the 
boss ] could not answer" (Adler, Campbell, and Laurent 1989:70) . As a 
result of Asian managers responding to the social implications of this ques
tion, this operationalization measured a construct surplus to the functional 
role of managers. 

Riordan and Vandenberg ( 1994) provide further evidence that the 
problem of establishing construct validity across cultures is related to the 
different reference frames of distinct cultural groups. In a study notable for 
its research design and innovative utilization covariance structure analysis, 
Riordan and Vandenberg demonstrated that Korean and U.S .  managers 
employ different frames of reference which prove problematic in establish
ing an identity of conceptual constructs across the two countries. By ana
lyzing responses of Korean and U.S. managers on three types of instru
ments that measure differing aspects of work related matters, Riordan and 
Vandenberg find that bridging the collectivist frame of reference of Korean 
managers and the individualist frame of reference of U.S. managers is only 
achieved when the survey instrument explicitly establishes the organization 
as the center of the respondents psychological field. Further, they found 
that in questionnaires in which the frame of reference is indeterminate, 
respondents imputed different frames of reference in answering questions. 

The extent to which construct underrepresentation and surplus con
struct irrelevancies confound cross-cultural research depends, in part, on 
whether the research is cross-national or comparative in scope. For exam
ple, although Riordan and Vandenberg found that the Organization-based 
Self-esteem Scale (Pierce, Gardner, Cummings, and Dunham 1989) , and 
the Satisfaction with my Supervisor Scale (Vandenberg and Scarpello 1990) 

prompted different frames of reference from Korean and U.S .  respon
dents, there may still be good reason to use these instruments in cross
national research. Of course, researchers who believe that instruments 
developed in one country may provide important insights into organizations 
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in another country must still confirm exactly what constructs are being 
measured. Though Adler, Campbell, and Laurent ( 1989) express obvious 
disappointment with their inability to compare the responses of Chinese 
managers directly to those of managers from other countries, they may still 
find the instrument useful in analyzing variation in the Peoples Republic of 
China. Moreover, subsequent work with this instrument may even justify 
its use in comparisons of managerial attitudes across Asian nations. 

An additional problem that is common in domestic IR research but is 
particularly difficult in cross-national and comparative research is response 
bias. For example, in my own study of human resource practices in Poland, 
the response rate of state-owned firms was 84% (Weinstein 1994). Though 
I was initially delighted with this high response rate, my enthusiasm was 
somewhat tempered when subsequent field research indicated that some 
managers thought they were obligated to participate in interviews con
ducted by the state-owned survey company I had contracted to collect the 
data. The concern is that this perceived coercion may increase the proba
bility of managers providing data they believe are consistent with expecta
tions of the data collection firm. More common, however, are problems 
that can lower response rates, such as poorly translated or culturally inap
propriate cover letters and suspicions about the intent of foreign research 
organizations. 

Finally, no discussion of construct validity in cross-national and com
parative research is complete without at least passing mention to the 
potential of both construct underrepresentation and surplus construct 
irrelevancies resulting from faulty translation. Everyone who has done 
cross-national or comparative research has their own favorite mistransla
tion, and unlike most other mistakes that occur in our work, mistranslations 
(especially when they are identified prior to the final administration of the 
instrument) at least can provide some often needed comic relief. Fortu
nately, the translation/reverse translation procedure described by Brislin 
( 1980) allows researchers to catch the most egregious errors. Nonetheless, 
as with the case in survey construction in our native languages and cul
tures, careful reworking and piloting of questions is the only way to achieve 
the most accurate operationalization of constructs. 

Statistical Conclusion Validity 

Statistical conclusion validity is generally concerned with issues that 
might confound our ability to draw conclusions about covariation (Cook 
and Campbell 1979). There are numerous factors that can undermine the 
statistical integrity of survey analyses, but of particular interest here are the 
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threats to statistical conclusion validity that are latent in domestic research 
but become salient in cross-national and comparative projects. Specifically, 
measurement reliability and the assumptions underlying specific statistical 
tests can pose special challenges in cross-national and comparative re
search. 

Measurement reliability refers to the problem of having true value 
measures of operationalized constructs. The lack of stability in these mea
sures effectively inflates standard errors that, in turn, confound statistical 
inference. Though measure reliability is an obvious concern in all research, 
there is a unique and difficult set of problems that arise in cross-national 
and comparative work. In these areas there is considerable anecdotal and 
formal evidence that culturally embedded norms systematically influence 
the use of Likert-type agreement scales. For instance, in some cultures a 
"five" on a five-point scale may indicate stronger agreement than in other 
cultures. Similarly, a "three" on the same scale might imply "no opinion" in 
some cultures, whereas in others it might represent "mild agreement." 
There is also the likelihood that between cultural!national groups there are 
respective differences in the central tendency of how groups calibrate the 
intervals anchoring measurement on a continuum (Riordan and Vanden
berg 1994) .  This suggests that while systematic within-culture variation 
may be accurately measured, cross-cultural comparisons might be prob
lematic, unless researchers go to great lengths to assess the true score 
equivalence of their instruments across cultural boundaries. 

Nonetheless, even with regard to single country, cross-national studies, 
the use of instruments devised in one country to study variation within 
another country can surface issues about statistical conclusion validity. 
Again, the research experiences of Adler, Campbell, and Laurent ( 1989) 
provide important insights. They found that on 31 of the 56 questions 
administered (55%),  Chinese managers provided answers with bimodal 
distributions (defined as at least 20% of respondents agreeing and at least 
20% disagreeing with less than 13% neutral). Concerned with assuring the 
anonymity of respondents, Adler et al. did not collect demographic data 
and, therefore, are unable to ascertain whether divergent views among 
Chinese managers can be attributed to age, gender, education, or tenure 
with firm. Furthermore, factor analysis of data from North American and 
European managers revealed four factors; the same analysis of data pro
vided by Chinese respondents revealed 20 factors, none of which explained 
more than 30% of the variance. This leaves open the possibility that the 
nonnormal distributions in the responses of Chinese managers resulted not 
from systematic variation among respondents but from the lack of corre
spondence between Western and Chinese conceptions of management. 
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Heuristics for Cross-national and Comparative IR/HR Research 

As in all research, there are no hard and fast rules in cross-national and 
comparative research as to how we should make specific trade-offs 
between rigor and research design. What I offer instead are three recom
mendations-immersion, internationalization, and accommodation-that 
are intended to preempt particular threats to validity without compromis
ing the theoretical and empirical importance of the work we do. 

The most important guideline is perhaps the most obvious and too 
often the most neglected. A crucial component of all good cross-national 
and comparative research is our immersion in the study of the markets, 
institutions, and the culture of the target countries that host the organiza
tions of our studies. Ultimately, researchers are responsible for assessing 
the extent to which the research questions they address, the surveys they 
employ, and scales they use are appropriate given the target countries of 
their research. In this sense we would be advised to become national 
experts through cross-national research prior to making the forage into 
cross-national comparisons. The increased demand for management edu
cation in transition and developing economies will continue to provide 
ample opportunities for U.S.  researchers to interact with practitioners in 
other countries, and I would hazard to guess that many such interactions 
generate some attempt to survey participants. Data collected during such 
opportunities seldom yield sensible comparative analysis and only too 
rarely do thoughtful methodological discussions (Adler, Campbell, and 
Laurent 1989) emerge from such "failed" experiments. 

One means to ensure that cross-national and comparative research not 
only takes into account local conditions but also benefits from these condi
tions is to internationalize the research endeavor. Rather than confining 
ourselves to research questions that emerge from the U.S. experience, we 
should use our understanding of organizations in target countries to con
sider inductively the direction of our research. In the same way that rele
vant research questions can be formulated organically, we should try, 
where possible, to formulate the operationalizations of constructs organi
cally. Often the , best way to do this is through collaboration with local 
researchers. While the reverse translation methodology described by Bris
lin ( 1980) is appropriate for the use of existing instruments in comparative 
research, an ideal situation exists when a researcher with a good command 
of the target language works with native speakers of the target language 
through all development phases of the instrument. 

With detailed knowledge of the target nations of cross-national and 
comparative studies, researchers can make more informed decisions about 
the inevitable accommodations that need to be made in the research design 
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of studies. Whereas most textbooks will typically call for standard treat
ments across control and experimental groups, the realities of infrastruc
ture support may make it self-evident that where telephone surveys might 
be the best approach to interview individuals in one country, face-to-face 
interviews may be the only alternative in a second country. Another accom
modation might be to control for the national origins of respondents where 
this does not compromise the research design of the study. For instance, 
when collecting data from foreign-owned and domestic firms in Poland, I 
requested that all respondents be native to Poland. Though this carried the 
risk that the person most knowledgeable about human resource practices 
in the organization might not always be the person providing data, my 
experience indicated that the different frames of reference of Polish and 
expatriate managers posed a greater threat to construct validity than ran
dom errors from less knowledgeable respondents. 

While supplemental threats to construct and statistical conclusion valid
ity in cross-national and comparative research should increase our sensitiv
ity to methodological issues, it should not make us wary of such research. 
The potential insights from cross-national research far outweigh the liabili
ties of such work. Nonetheless, the added value of cross-national and com
parative research depends, in large part, on our special attention to the 
methodological challenges that this work poses. 
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DISCUSSION 
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The panelists reviewed issues that require the attention of researchers 
who hope to collect reliable and valid data from samples of organizations. 
An issue not treated by the panelists, however, was systematic pre-survey 
question evaluation. 

Current survey practice goes well beyond the traditional field pretest. 
The typical pretest has consisted of senior interviewers conducting inter
views with a nearly final version of a survey instrument, then reporting 
back to investigators about problems they identified, such as typographical 
errors and unclear instructions. They may also identify questions that are 
difficult to ask or hard for respondents to understand or answer. However, 
interviewers almost certainly do not use consistent criteria to decide which 
questions are problems; it is impossible to quantify the extent of any prob
lem, and problems of respondent comprehension are not always apparent 
under field interviewing conditions. The pretest places far too much 
responsibility on the interviewers to serve as question evaluators. 

At least five additional methods have emerged to meet the need for 
thorough, systematic evaluation of survey questions, while reducing our 
reliance on interviewers to gather information about question problems. 
These methods are used to discern problems before the questions are 
given to interviewers to administer in a standard field setting. They may 
also be adapted to the development of self-administered questionnaires. 

Focus groups are controlled discussions among five to nine participants, 
usually lasting about 1.5 hours. A moderator, usually a researcher or senior 
interviewer with training in cognitive skills, poses questions or topics for 
discussion. The moderator ensures that everyone is involved and keeps the 
discussion from veering into side issues. The participants are selected 
either at random or because they have experience or knowledge of the sur
vey topics. Focus groups have long been used in survey research primarily 
to explore how people think about the subject matter to be covered in a 
survey. But focus groups also provide an opportunity to talk to potential 
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respondents about what different terms or words mean to them and about 
the events or activities that will be measured in a survey. This new use of 
focus groups is a first step toward designing clear, unambiguous questions 
or discovering potential problems with off-the-shelf questions. In establish
ment surveys they provide an opportunity to learn about the completeness 
and accessibility of records and to identify knowledgeable respondents. 

Cognitive or laboratory interviews are intensive interviews with a single 
respondent. The interviewer may be a cognitive psychologist or a person 
with training in cognitive skills. The respondent is asked to "think aloud" 
while formulating an answer to each survey question and then is asked fol
low-up questions to probe further how the respondent understood the 
question and developed an answer. Problems with comprehension or diffi
culty in formulating a response are quickly revealed, and the interviewer 
may be allowed to experiment with different question wordings to see if 
these may be reduced. 

Standardized question-rating forms are completed by each interviewer 
after completing traditional field pretest interviews but before a debriefing 
session. The interviewer systematically records whether they thought a 
question was difficult to read or hard for a respondent to answer, and the 
researcher receives written documentation about interviewer judgments. 

Behavior coding of tape-recorded field pretest interviews is a process in 
which trained coders listen to the recorded interviewer-respondent interac
tion for each question: Do the interviewers read the question as worded? 
Do the interviewers need to probe to get an answer? Does the respondent 
ask for clarification? Does the respondent interrupt the reading of the 
question? Although these are the types of problems interviewers try to 
observe, the behavior coding process allows for a systematic evaluation of 
the extent to which these events occur. 

Respondent debriefing questions asked at the end of an interview 
gather more information about a response given during the interview. 
Debriefing questions probe for more specific detail than the original ques
tion required or ask for elaboration of the answer. The answers inform 
researchers whether they are obtaining the type of responses they 
expected. 

The five procedures together add structure and scientific process to the 
question evaluation task. Their implementation adds little to the costs of a 
large-scale survey project while the benefits derived are huge and essential. 
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The current debate on labor law reform has, to date, narrowly focused 
on specific  processes, interpretations,  and provisions of the NLRA 
(National Labor Relations Act 1988). Should Section 8(a)(2), the prohibi
tion on employer domination of or assistance to labor organizations, be 
modified or repealed? Should election procedures be changed to allow for 
card check certification of bargaining units? Should Section 8(d) be  
amended to require bargaining on  a broad range of subjects and to elimi
nate the distinction between mandatory and permissive issues (U .S .  
Department of Labor 1995)? 

These questions and others raised by almost 60 years of experience 
under the NLRA are critical, and debate must and will continue. While 
this debate is necessary, however, it is not sufficient to effect fundamental 
change in the U.S. system of labor-management relations. A sea change in 
the U.S. economy, the employment relationship, and patterns of organiza
tion of the firm requires a broad review of the law affecting work generally, 
rather than a narrow effort at reform of labor-management relations law 
alone. We believe a modern law of work lies just beneath the surface of the 
debate on labor law reform and beneath the wrangling over who is an 
"employee." 
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The Wagner Act ( 1935)' provided a framework for industrial relations 
in an American economy driven by mass production. The Act's central pur
pose and triumph were to provide a system of dispute settlement in which 
concentrated corporate interests could be brought to collective bargaining 
by workers organized in "appropriate" bargaining units, often described by 
miles of conveyors and rows of machinery on shopfloors throughout Amer
ica. \Vorkers were to be free to choose or not to choose representatives in 
government-conducted elections. NLRB agents fanned out across factories 
during work days and collected ballots in mass numbers in stable work
places owned by well-established corporate interests, many of which had 
been founded decades earlier to supply a world market (Brody 1993). 

Today in important sectors of the American economy, the stable corpo
ration is losing ground to short-term joint ventures, multinational enter
prises, and the "virtual corporation." Not only is the notion of the firm 
changing, so is the nature of work, from employment to the looser ties of 
homework, labor brokering, and tentative employment stripped of security 
and private systems of social insurance. In a number of sectors and occupa
tions the employment contract has shifted to contingency, to independent 
contractualism, and to the ebb and flow of a part-time work force (Mishel 
and Bernstein 1991:203-34). 

This panel examines a series of related problems in labor law reform 
that center around the change in the nature of the American enterprise; 
namely, the erosion of the stable firm and the long-term, full-time employ
ment relationship. How do we facilitate worker representation in an econ
omy in which work is unstable and the marketplace increasingly resembles 
a bazaar? These changes raise issues related to the individual contract of 
employment, to antitrust and common law restraints on collective action 
against itinerant contractors, homework, and the mass of low-wage workers 
who are connected only by the communities, the geographic regions, or the 
occupations in which they work. To examine what type of law reform in the 
broadest sense is necessary to deal with changed circumstances, the nature 
of our inquiry is broad, reflective of an " . .  .industrial relations framework 
encompass[ing] the diverse participants, their complex labor and product
market interactions, and the tangle of legal and regulatory problems 
involved" (Dunlop 1992:35-36) .  

A framework that encompasses this diversity and complexity requires 
us to break open the currently limited paradigm of labor law and to recon
ceptualize the issues under the rubric of the law of work. What do we 
mean by the law of work? Larger than labor law or employment law, it 
deals with work in a manner in which work is and will be organized and 
conducted in today's world and the work world of the future. The Wagner 



182 IRRA 4TfH ANNUAL PROCEEDINGS 

Act itself embodies conception of employment in the broadest terms, and 
judicial interpretations contemporary with its enactment appreciated the 
comprehensive intent of the legislature. Over time the constriction of the 
Act's purposes through a misreading of the term of "employee" has domi
nated the development of labor law and has made it irrelevant, at best, and 
often disfunctional and pernicious. This constrained view of work as solely 
enterprise- or facility-based, combined with continuing changes in work, 
can easily lead to a point where entrepreneurs can structure entire sets of 
employment relationships so that no legal protections attach ( Fierman 
1994:30-38) .  

The scope of work and the legitimate interests in that work are, in real
ity, significantly broader than the constrained view much of American labor 
and employment law now takes of "employment" and broader than many 
recent interpretations of federal labor law indicate. There should be no 
doubt among students of labor law in the United States that in the absence 
of express Congressional intent, the courts will quickly revert to the law of 
master and servant in describing the employment relationship. See Atleson 
( 1983); Nationwide Mutual Ins. Co. v. Darden.2 There should also be no 
doubt that the importation of concepts of "master" and "servant" is a mat
ter of substance rather than quaint judicial style. For example, it means 
that an employee has duties based upon status rather than agreement or 
consent, which will require, in the jurisdiction of the U.S. Court of Appeals 
for the Eighth (NLRB v. Town & Country Electric, Inc. ),3 Fourth (Zachary 
v. NLRB),• and Sixth (NLRB v. Elias Big Boy, Inc. )5 Circuits, that an 
employee is an agent of the employer and must act solely for the 
employer's benefit to the exclusion of the employee's union. In other 
words, because common law agency rules that a person may be in the ser
vice of "two masters at one time only if service to one does not involve 
abandonment of or conflict with service to the other" (Town & Country 
Electric) ," it follows for the Eighth Circuit that an employee who also 
receives payment from the union for organizing activities may be fired for 
split loyalty. 

The tendency of the courts to revert to master and servant doctrine 
(well documented by Atleson) is plainly no mere lapse in between Con
gressional enactments to the contrary. It is rather a distinct feature of 
Anglo-American common law which has led labor movements in both Eng
land and the United States first to attempt to strip the courts of jurisdiction 
entirely and, later in the United States, to attempt to preempt the body of 
state and federal common law through a comprehensive administrative sys
tem. In 1932 the Norris-LaGuardia Act" at Section 13, subsection (c) ,  
defined the term "labor dispute as" including "any controversy concerning 
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terms or conditions of employment . . .  regardless of whether or not the 
disputants stand in the proximate relations employer and employee." 
When Norris-LaGuardia was fresh before the Supreme Court, the Court 
applied the Act's limitations to federal courts' jurisdiction to protect peace
ful communications and a boycott by the New Negro Alliance in a racial 
dispute relating to employment practices of a grocery company. The Court 
held that in enacting Norris-LaGuardia, Congress intended to protect and 
"embrace controversies other than those between employers and employ
ees, between labor unions seeking to represent employees and employers, 
and between persons seeking employment and employers"(New Negro 
Alliance v. Sanitary Grocery, pp. 594-95.)8 

Not long after the enactment of the Wagner Act, the Supreme Court 
had occasion to determine whether the protection against discrimination 
for union affiliation extended to workers not yet in the employ of an 
employer. The Court held that Congress intended the broadest scope to 
the definition of "employee." Justice Frankfurter, one of the drafters of the 
Railway Labor Act ( 1926)" which preceded the Wagner Act ( 1935), deliv
ered the opinion of the Court and reasoned: 

The policy which it expressed defining "employee" both affirma
tively and negatively, as it did in Sec. 2(3), had behind it impor
tant practical and judicial experience. "The term employee," the 
section reads, "shall include any employee, and shall not be lim
ited to the employees of a particular employer unless the Act 
explicitly states otherwise . . . .  " This was not fortuitous phrasing. 
It had reference to the controversies engendered by construc
tions placed upon the Clayton Act and kindred state legislation in 
relation to the functions of workers' organizations and the desire 
not to repeat those controversies (cf. New Negro Alliance v. Gro
cery Co.) 10 The broad definition of "employee," unless the Act 
explicitly states otherwise, as well as the definition of "labor dis
pute" in Sec. 2(9), expressed the conviction of Congress "that dis
putes may arise regardless of whether the disputants stand in the 
proximate relations of employer and employee and that self-orga
nization of employees may extend beyond a single plant or 
employer."1 1.12 

What is remarkable in reported cases like Phelps Dodge is the way in which 
the term "employee" and "worker" and "workman" are used interchange
ably. Yet the Court and the Congress wrestle endlessly with the unintended 
linguistic limitation imposed by "employee." For, to some, employment 
implies a current relationship between an employee and an employer. 
"Worker" does not carry that implication, since work can be performed 



184 IRRA 4ITH ANNUAL PROCEEDINGS 

outside a current employment relationship; more particularly, in our lan
guage and in our culture, work and workers can carry on their tasks free of 
older master and servant contexts. A worker may perform tasks for an 
owner of goods or capital outside the mass employment contexts that pre
vailed in the 1930s. Yet it is clear that Congress in 1935 had in mind some
thing far broader, as we have seen, than an employee in a current work 
relationship with a particular employer. Most definitely, Congress had in 
mind a class of workers for hire that moved from workplace to workplace, 
yet who were to be protected in their broad organizational activities. The 
scope of the protection was not to be limited to a single enterprise but was 
to be carried with the worker at least sectorally. 

The NLRB, in its pending petition for certiorari from the decision of 
the Eighth Circuit in NLRB v. Town and Country Electric, Inc./' explores 
the intention of Congress in enacting Section 2(3): 

The history of that provision indicates that Congress used the 
term "employee" to embrace generally the class of "workers, "  
"wage earners," and "workmen" who comprise the work forces of 
"employers."14 

The Act's definition of "employee," at Section 2(3) 29 U.S .  Code Section 
152 (3), is, and was intended to be, comprehensive. The U.S .  Supreme 
Court has stated that "the breadth of Section 2(3)'s definition is striking: 
the Act squarely applies to any employee, and the only limitations are spe
cific exemptions" in the Act. (Sure-Tan, Inc. v. NLRB, p. 891). 1' 

The Supreme Court, fairly early, faced the question whether common 
law standards of construction would be used to determine who was an 
employee. In NLRB v. Hearst Publications, Inc. ,16 the Court considered 
whether newsboys were employees or independent contractors. The Court, 
finding the newspaper sellers (who not incidentally were mature men, sell
ing from fixed locations) were employees, refrained from applying common 
law definitions advanced by the respondents. The Court reasoned: 

Unless the common-law tests are to be imported and made exclu
sively controlling, \vithout regard to the statute's purposes, it can
not be irrelevant that the particular workers in these cases are 
subject, as a matter of economic fact, to the evils the statute was 
designed to eradicate and that the remedies it affords are appro
priate for preventing them or curing their harmful effects in the 
special situation. 1' 

In 1947 Congress amended Section 2(3) to exclude independent contrac
tors and expressly rejected the Supreme Court's decision in Hear.st. 1' 
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Today, the Supreme Court adheres to common law principles to con
strue the term "employee" unless the legislature "clearly indicates other
wise."1" (Nationwide Mutual Insurance Co. v. Darden, p. 1349, 1992). In 
the light of the Supreme Court's construction of Section 2(3) of the Act, it 
is essential to determine the range apart from specific exemptions of Con
gress's express definition of employee. Otherwise, we are left to the com
mon law. 

The breadth of Section 2(3)'s definition, as the Court commented in 
Sure-Tan, is "striking." The first few lines are definite in their inclusiveness: 
"The term 'employee' shall include any employee, and shall not be limited 
to the employees of a particular employer" (emphasis added). It is the sec
ond italicized phrase, "and shall not be limited to the employees of a par
ticular employer," that has particular resonance today as the economy shifts 
back to smaller profit centers; fractioned bargaining units; temporary, part
time, and contingent work. Although industrial organization quickly domi
nated public attention in the years following the Wagner Act, the dominant 
form of organization for many decades before its enactment was occupa
tional, and at the time the legislation was under debate, Congress observed 
a mix of occupational and industrial unionism. Congress expressly chose 
not to make employment with a particular employer the crucial jurisdic
tional fact. In Senate Report No. 573 on S 1958, (the immediate precursor 
of the bill enacted as the Wagner Act), the Senate explained: 

The term "employee" is not limited to the employees of a partic
ular employer. Their reasons for this are as follows: Under mod
ern conditions employees at times organize along craft or indus
trial lines and from labor organizations that extend beyond the 
limits of a single-employer unit. These organizations at times 
make agreements or bargain collectively with employers, or with 
an association of employers. Through such business dealing, 
employees are at times brought into an economic relationship 
with employers who are not their employers. In the course of this 
relationship, controversies involving unfair labor practices may 
arise. If this bill did not permit the Government to exercise com
plete jurisdiction over such controversies (arising from unfair 
labor practices) ,  the government would be rendered partially 
powerless and could not act to promote peace in those very wide
spread controversies where the establishment of peace is most 
essential to the public welfare (NLRB 1948:2305). 

In explaining the companion bill, HR 7978, the House, in Report No. 
969, makes similar comment on Section 2, subsection 3, in which the Com
mittee states it wishes "to emphasize the need for the recognition . . .  that 
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disputes may arise regardless of whether the disputants stand in the proxi
mate relation of employer and employee, and that self organi:t.ation of 
employees may extend beyond a single plant or employer. This is so plain 
as to require no great elaboration." The Committee cites approvingly from 
Chief Justice Taft's opinion in American Steel Foundries v. Tri-City Central 
Trad.es Council:20 "To render this combination at all effective, employees 
must make their combination extend beyond one shop." The Committee 
reasoned that: 

This statement is a sufficient answer to those who, with question
able disinterestedness, proclaim that rugged individualism is the 
great boon of the American workman; or that there is something 
"unAmerican" in a movement by workers to pool their economic 
strength in a type of labor organization most effective in approxi
mating the economic power of their employers, namely, in so
called "outside unions," thereby establishing that "equality of 
position between the parties in which liberty of contract begins." 
While the bill does not require organi:t.ation along such lines and 
indeed makes no distinction between such organizations and oth
ers limited by the free choice of the workers to the boundaries of 
a particular plant or employer, it is imperative that employees be 
permitted so to organi:t.e, and unfair labor practices taking in 
workers and labor organizations beyond the scope of a single plant 
be regarded as within the purview of the bill (NLRB 1949:2918). 

The language in Section 2(3) remains pristine. Its broad purpose con
tinues to be striking notwithstanding exemptions, which the Court explains 
are to be restricted to their express terms. It is this language and this clear 
purpose that must be broadly applied in r.. revisioning of protections to be 
afforded workers when they enter property open to other employees for an 
organizing purpose; or when they seek work for the express purpose of 
organizing the employees in the industry in which they work; or when they 
seek to carry their lawful employment disputes to coemployers, alter egos, 
successors. In few words, they remain employees when so engaged, fully 
protected by the Act, whether or not they are employed by the particular 
employer that coerces or discriminates against them. 

For purposes of discussion, imagine the world of labor and employment 
law in the United States had Congress, in the Norris LaGuardia Act of 1932 
and the Wagner Act of 1935, taken a different course. Protections for asso
ciational and collective bargaining activity would extend only to the limits of 
the employer's enterprise or, more narrowly, to the place of employment. 
Applicants for employment and strikers would surely be excluded, but so 
would those workers who were generally employed in an industry and who, 
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though without current employment, were activists and organizers. Unions 
and organizers would be strangers, "trespassers." Indeed, the form of labor 
relations, if it tracked this constrained legal system, would be enterprise
based-more Japanese than American, more legalistic than organic. The 
system could not accommodate itinerant and so-called contingent workers, 
nor would it have room for the part- time work force of the expanding cate
gory of "leased" employees provided by private employment services or 
agencies. Nurses and academics who exercised discipline over their occupa
tion or who provided leadership to other workers would be excluded from 
the industrial relations system. It would be a rigid system based upon cur
rent jobs and conditions of status, with particular employers as masters 
rather than a dynamic system based on work. 

Unfortunately, this never-never land, expressly rejected by the Con
gress, is precisely the one we have inherited from the activities of the 
courts in nullifying the "striking" breadth of the Congressional enactment 
(Lechmere v. NLRB) .21 It is for that reason that the law of labor and 
employment should be reframed in terms of "work and workers," rather 
than employees, and owners, rather than employers. There is no question 
that Congress's use of the term "employee" was unfortunate. Justice Frank
furter's comment that the Congress had more in mind (the mischief of the 
Clayton Act [ 1914] and similar state enactments) is of little solace today in 
the face of decisions like Town and Country that resurrect all the law of 
master and servant. Yet given the clarity of Congressional intent, a series of 
powerfully reasoned NLRB decisions that reworked the law of work could 
begin the process of revisioning labor law in America. That ideal, to us, 
would not be one of "constituting" employee committees to replace the 
unions which necessarily extend worker interest beyond the enterprise. 
Rather, to allow the flexibility sought by many workers and entrepreneurs 
alike in a dynamic economy, it would comprehensively preempt the law of 
master and servant, a direction similar to that taken by state courts over the 
last two decades as they moved to abrogate the employment-at-will rule. 
Such decisions, in harmony with a broadly conceived framework of the law 
of work-and well within the intent of Norris-LaGuardia and the NLRA
would permit the free growth and legitimate activity of worker associations 
in keeping with a society that values and protects the creative organization 
and conduct of human enterprise. 
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Confront ing Judicial Val ues: Rewriti ng 
the Law of Work in  a Common Law 

System 

JAMES B.  ATLESON 
State University of New York at Buffalo 

The need to reform the federal law of labor relations has been a staple 
of discussion for many years, but the current debate on the wisdom and 
possible types of change is more thorough and sustained than at any time 
in recent memory. A good deal of discussion has centered on the types of 
substantive or procedural changes that would make the promises of the 
National Labor Relations Act more of a reality. Thus many valuable pro
posals have been presented, for instance, concerning streamlining the rep
resentation process and strengthening the power of the Board to remedy 
violations of the statute. 

My task today is to discuss whether, assuming labor law reform sup
portive to workers and unions does occur, drafters can avoid the judicial 
assertion of a quite different set of values. Those who propose changes 
assume, as they must, that the values or goals of such enactments will not 
be subverted by a hostile or indifferent judiciary or National Labor Rela
tions Board. These suggestions also make certain assumptions about the 
effectiveness of law in effectuating change and, more commonly, in 
strengthening and invigorating unions. Yet in this area where feelings are 
strong and deep-seated, all issues are contentious. After all, the labor area 
is unique in that it is the only important human relationship where (espe
cially for individual workers) concepts of fairness and equity are not 
deemed inherent. Moreover, the labor law field is littered with judicial 
decisions that seem inconsistent with the language and purposes of the 
National Labor Relations Act. 

The issue is more complex than inherent bias, for there are real differ
ences of opinion affecting every conceivable question in the field. Apart 
from bias or differences of value, we bring different assumptions to each 
issue. As I tell my students, each decision maker looks at the situation 
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through the lens of experience, one which refracts light in different ways. 
To seek to avoid decisions that are based upon values which are inconsis
tent with specific legislation requires, in addition to good lawyering, a 
recognition of the importance of economic power as well as the power of 
ideas. The former means that both the likelihood of legal reform as well as 
the future responsiveness of the courts will be strongly affected by the 
amount of union power. The latter, relating to our conception of the 
employment relationship, suggests the need to reconceptualize the way we 
view that relationship. 

A focus on judicial values means I can avoid discussing two serious 
issues. First, there must be considerable doubt whether supportive legal 
change of any kind can occur in the present political climate, especially in 
the absence of strong or at least troublesome unions (Atleson 1989-90) .  
Changes in  the law of union-employer relations have occurred only rarely, 
generally because of special circumstances. Moreover, except for perhaps 
the Norris-LaGuardia Act, passed during the Hoover administration, the 
Wagner Act of 1935 remains the sole U.S. example in the 20th century of 
an exclusively union-supportive, federal legislative enactment. The passage 
of the statute turned on unique historical circumstances, and surely the 
most significant cause was the degree of turbulence in labor-management 
relations. 

A second question involves the type of changes we might expect if 
amendments to the NLRA did occur. If all or even most of the suggested 
proposals were indeed enacted, the U.S .  might have the labor law of 
Ontario. Many American scholars look longingly at the legal systems of cer
tain Canadian provinces, believing that legal rules are the primary cause 
and explanation of union strength. The reverse possibility is rarely consid
ered-that is, that legal rules are the result and not merely the cause of 
strong unions (Atleson 1994). The problematic relationship of legal rules to 
satisfactory social outcomes is too little discussed. In any event, although 
union density in Canada has historically been considerably higher than that 
of the United States, density in Canada is falling, suggesting the impor
tance of factors other than substantive law (Kumar 1993). 

As a lawyer, however, I have been trained to believe that law can be an 
engine for change. The writings of Janice Bellace and Roy Adams, among 
others, convince me that state policy has real effects (Adams 1994; Bellace 
1994a, 1994b). Certainly legal rules affect the outcome of particular dis
putes, and law can affect the way in which employees and employers envi
sion possibilities and restraints (Forbath 1991 ;  Hattam 1993; Tomlins 
1985). But if labor law reform of some kind does occur, how can drafters 
guarantee that its supportive goals will not be derailed or finessed by a 
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quite different set of cultural values that often (although not always) has 
motivated the judiciary? 

Many scholars have recognized that certain labor law decisions do not 
seem to be consistent with the principles of statutory interpretation; that is, 
some rulings are seemingly not based upon the statutory language, the leg
islative history, or the statute's professed goals. In Values and Assumptions 
in American Labor Law I noted that the seeming incoherence of a good 
deal of American labor law can be explained by a quite coherent set of judi
cially held values which resonated from or paralleled those expressed in 
19th century opinions (Atleson 1983). Those values tended to deal with the 
presumed limited status of employees and the prerogatives of owners, but 
the list could easily be expanded to include a more abstract set of beliefs. 
Thus some decisions seem to reflect the view that collective representation 
and action is inconsistent with individualism; that collective bargaining con
flicts with the value of individual effort, initiative, and evaluation; and that 
the proper focus should be the individual employee-employer relationship, 
meaning that the union is an "outsider" to the relationship. Last but not 
least, the fear of class solidarity and conflict might explain the early injunc
tions against picketing as well as the traditional opposition to the secondary 
boycott and, especially, the sympathetic boycott. 

Lawyers might say that the primary means of restraining the judiciary is 
careful draftsmanship. Perhaps the best example of effective drafting is the 
Norris-LaGuardia Act, which has generally been conscientiously followed 
by the lower courts, despite its purpose to restrict the most significant judi
cial power, the power to enjoin behavior. Even here, however, judicial 
respect for legislative intent might be due to causes independent of Felix 
Frankfurter's careful drafting. In any event, this statute has been finessed 
when it conflicted with values the Supreme Court believed more impor
tant. For instance, a strike arguably in breach of a contractual no-strike 
c lause is c learly a "labor dispute" within section 14 of the Norris
LaGuardia Act. Yet the Supreme Court in its 1970 Boys Markets' decision 
was able to approve injunctions against such strikes under NLRA section 
301 by "accommodating" that statute to the developing law of collective 
agreements, a body of rules ironically created by the Court itself without 
significant legislative guidance (Atleson 1985). 

The problem with the NLRA is not that it was carelessly drafted, 
although it certainly is an open-textured statute permitting and often 
requiring a common law type of interpretation. In addition, drafters cannot 
foresee many of the problems that would arise. The problem is not simply 
one of unclear legislative guidance but that many cases tend to present 
conflicts of values. The judicial application of values quite different than 
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those which motivated the drafters long precedes the Reagan administra
tion. The disillusionment with the administration of the statute in the 
1980s led some unions to call for the repeal of the statute, but the return to 
the "glorious days of yesteryear" would hardly seem to be helpful, at least 
without a labor movement that relied less upon law than on organization 
and collective action. 

Moreover, conflicts occur within the various levels of the federal judi
ciary. There are, for instance, examples of long-term guerrilla warfare by 
appellate courts, even in the face of clear Supreme Court directives. The 
phrase "guerrilla warfare" comes directly from a dissent of Judge Gibbons 
in NLRB v. K & K Gourmet Meats2 explaining that the Fourth Circuit's 
refusal to approve Board orders directing employers to bargain under the 
Supreme Court's GisseP decision was based on a disagreement with that 
decision. My students are aware, for another example, that appellate courts 
routinely review the records of NLRB cases, often differing with the Board 
on questions of fact as well as law, despite the Supreme Court's clear 
admonition to the lower courts in the Universal Camera• decision to 
respect the findings of the Board, a case that ironically involved the Board. 

Another obvious suggestion might be to make the stated purposes and 
goals of the new amendments so clear that even lawyers would have diffi
culty finding them porous or ambiguous. This possibility, however, over
looks the creativity of lawyers and the historical level of judicial resistance 
to certain values. In any event, the stated values of the Wagner Act were 
relatively clear. In addition to the goal of reducing industrial conflict, often 
treated as the exclusive purpose, those policies included the encourage
ment of collective representation and, admittedly vaguely, the values of 
worker participation and industrial democracy. Yet two good examples of 
judicial creativity come quickly to mind. First, when organized professional 
workers at the College of Osteopathic Medicine and Surgery'-via collec
tive bargaining-gained significant participation rights in their workplace, 
the Board treated them as "managerial employees," no longer covered 
"employees" within the NLRA. The professionals had seriously used col
lective bargaining to gain a measure of participation in their workplace, 
securing a measure of "industrial democracy," but their very success 
removed them from the coverage of the statute. 

This outcome, based upon fairly recent Supreme Court decisions, also 
reflects the importance of the courts' perception of union power. In the 
1944 Hearst" decision, for example, the Supreme Court upheld a broad 
definition of statutory "employee" so as to include within the Act all those 
who needed its protection, no matter whether they would be treated as 
"employees" or "independent contractors" under traditional common law 
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rules. The Court stressed that the act should be read broadly so that it 
could "bring industrial peace by substituting . . .  the rights of workers to 
self organization and collective bargaining for the industrial strife which 
prevails where these rights are not effectively established." The stress on 
"industrial peace" clearly reflected the Court's understanding that the 
NLRA, passed in the midst of a turbulent labor period, could not fulfill its 
goals without a liberal, inclusive interpretation. Such a message was espe
cially clear during wartime when the need to institutionalize labor relations 
within an administrative system seemed eminently reasonable. 

Recently, however, in Bell Aerospace, Division of Textron 7 and Yeshiva 
University," the Court, without any supportive legislative history or statu
tory language, excluded from the act perhaps hundreds of thousands of 
employees deemed to be "managerial," workers who are in a position to 
"formulate and effectuate managerial policies . "  There is no mention in 
these opinions of a need to contain "industrial strife" or to institutionalize 
labor conflict within the beneficial embrace of the statute. It is, of course, 
possible that the Court does not believe that workers who can be deemed 
"managerial" are likely to be disruptive. It seems more likely, though, that 
the Court no longer sees a need to read the act broadly because it no 
longer fears the "industrial strife which prevails where these rights are not 
effectively established." 

A second and related example deals with the scope of mandatory bar
gaining. The Court has historically stressed the statutory policy favoring the 
reduction of "industrial strife" as if it was the only purpose of the act. N ev
ertheless, the concern was used at times to justify a fairly liberal interpreta
tion of the NLRA. In 1979, for instance, the Court upheld a NLRB ruling 
holding that the prices of Ford Motor Company's in-plant food service was 
a subject of mandatory bargaining." The employees had boycotted the food 
service, and the Court referred to that mild action as an example of the 
kind of "labor strife" that might occur if the scope of bargaining was not 
interpreted in an expansive fashion. Yet only two years later in First 
National Maintenance,10 the Court held that a partial closing of the enter
prise, obviously much more critical to workers than cafeteria food prices, 
was not within the scope of mandatory bargaining. 

These decisions indicate that the Court no longer feels a need to read 
the act broadly so as to institutionalize labor conflict or even to protect 
worker concerns which seem encompassed within the statute. Thus it is 
reasonable to assume that the likely responses of the courts will be related 
to the perception of weakened union power. Courts, as well as Congress, are 
affected by what is happening in bargaining rooms, the workplace, and in 
the streets. Current decisions not only embody certain values that resonate 
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throughout American legal history, but the state of the law also reflects the 
perceived relative strength of unions just as much as the hostility or indif
ference of any presidential administration. In a period of reduced labor 
conflict and weakened unions, what will induce courts (or Congress) to 
more effectively protect workers? 

Aside from draftsmanship, another possibility is to change the makeup 
of the courts, but the likelihood of this occurring seems too remote. As the 
1980s made clear, it is difficult enough to assure a responsive National 
Labor Relations Board. Ultimately, the problem is not the courts alone. It 
is true that legislatures, state and federal, often reflected a more supportive 
view of workers and unions, only to be thwarted by judicial obstruction 
based upon particular views of the Constitution or upon statutory interpre
tation. It may also be true, however, that many legislative efforts may have 
been over advertised as significant or even radical change. State legislative 
attempts to restrict conspiracy convictions or to limit the courts' injunctive 
power in the 19th century, for instance, or even the Clayton Antitrust Act 
in this century may have been oversold to pacifY constituents (Lovell l994). 
As the current state of many areas of law suggests, however, vigorous 
enforcement needs the eternal vigilance and constant prodding of a strong 
pressure group. 

The current emphasis upon "competitiveness," found sprinkled through
out the Dunlop Commission's fact-finding report, ignores a commitment to 
democratic values in the workplace. Those principles still involve the 
securing of industrial democracy, full freedom of association, actual free
dom of contract, and citizenship rights in the place where people spend the 
lion's share of their lives. Comparativists regularly view the U .S. as an 
exception to the notion commonly found in other Western nations that 
workers are an organic and important part of the enterprise (Summers 
1984). The goal must be to reassert the idea that industrial democracy is a 
vital part of the rights of individuals. As Robert Wagner stressed, the firm
ness of the commitment to political democracy depends in large part on 
the democratic quality of workplace life. Wagner's fears were expressed at a 
time when hope was being extinguished in Europe and he perceived real 
threats to democracy at home, a period not comparable to our own. Yet at a 

, time when Americans express great skepticism concerning the viability of 
existing political institutions to act in responsive ways, we should remem
ber Wagner's concerns 

It might be time to change not only the rules we apply but also the 
ideas we express, to alter the way we think about the role of workers in the 
enterprise (Klare 1988). If we do not, we will still be faced with the rights 
of workers, perceived to have limited abilities and, thus, limited rights to 
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involvement in the workplace, challenging what is thought to be the 
greater wisdom and the "property" rights of employers. The goal should be 
to develop a vocabulary that treats workers as a valuable, organic part of 
the enterprise, as long-term participants with a valuable investment and 
citizenship stake in the operation. 

It is with considerable trepidation that I suggest a return to something 
similar to the 19th century's labor theory of value, a once widely held view 
neatly rejected by the notion, formally stated in the 1880s, that the worker 
had no property rights in his or her labor. Instead, the worker was "at will," 
free to leave and to be discharged at any time for any reason. Occasionally, 
echoes of this concept can be heard in particular labor disputes. Some 
years ago the Screen Actors G uild suggested, during a dispute over 
whether actors should be compensated when films were sold to cable com
panies, that their labor made films valuable. Even baseball players, trying 
to secure public support despite their salaries, have argued that they create 
the wealth in the game, although the expression is often followed by a 
romanticization of the free market. The only place where this value is still 
seriously recognized is in the realm of artistic creation where, now sup
ported by the recent Visual Artists' Rights Act, the artist-creator has the 
right to control the product of his or her labor, even after its sale. 

In an atmosphere where "free enterprise" notions, reminiscent of the 
19th century meaning of the phrase, affect everything from international 
trade to the neighborhood school, such thoughts, even from a professor, 
might seem overly fanciful. Yet the very currency of these views suggest 
that ideas can change and that ideas have power. The "market," after all, 
which is used to define the scope of employer freedom, is a legal, social, 
and political entity, defined by law itself. Moreover, the recent period 
where it was suggested that taxes can be reduced while military investment 
can be dramatically increased and where tomato catsup could be called a 
vegetable, suggest that the way we think about the world of work could also 
change. 

One of the hallmark changes of the 20th century was the notion, now 
under attack and often simply ignored, that the costs of enterprise consist 
not only of the price of labor and materials but also the social, environmen
tal, and economic effects of that enterprise. One of the costs of our current 
system is that democratic representation at the workplace has become 
highly problematic 60 years after the passage of the Wagner Act. The value 
at stake is that of industrial citizenship, as important now as it was in 
Robert Wagner's time. The value of participation and protection in the 
workplace should be seen as a human right, not just as a means to greater 
productivity or reduced conflict. 
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Progressive Goals, Confl icting 
Pu rposes: Labor and Antitrust Law 

KATHY L. KRIEGER 
United Brotherhood of Carpenters and 

Joiners of America 

Undoubtedly in the past capital has underestimated the strength, 
unanimity, resourcefulness and stamina of Labor, just as Labor 
has underestimated the same quality of capital. . . .  The fact re
mains, however, that capital, being the most timid of the two, has 
rushed into court seeking relief in thousands of cases, where 
Labor never asked for anything from the courts but to "keep 
hands off' (Carson 1919) . '  

Where does the supposed labor/antitrust dichotomy fit in  a review of 
contemporary labor law problems? Certainly, tensions persist between 
antitrust law and labor activity; the Sherman Act categorically outlawed 
combinations "in restraint of trade or commerce," while such combinations 
exemplify unions and the weapons of labor struggle. But it's not clear that 
antitrust law presents a major obstacle to empowerment of workers today 
or that antitrust reform deserves a high priority in our discussion. We 
might more usefully ask what the perverse history of antitrust and labor law 
can teach us about "revitalizing" the law of work 

By "perverse" I mean that in some respects antitrust and labor law 
evolved in opposite directions, effectively swapping their original stances 
toward labor. While the Sherman Act initially served as yet another antiu
nion injunction weapon, subsequent amendments and judicial construction 
eventually shielded a broadly defined universe of labor disputes and self
help activity-including strikes, picketing, and boycotts .2 Our NLRA 
regime, in contrast, began with the Wagner Act's grant of affirmative rights 
and culminated in the proscription of nearly every truly effective form of 
union activity. Comparing the two outcomes, a trade union advocate might 
conclude that labor law has taken us a step backwards from the 1890s 
antitrust regime-for example, the law now mandates in even stronger 
terms the government's resort to injunctions against unions. 

Author's Address: United Brotherhood of Carpenters and Joiners of America, 101 
Constitution Ave., NW, Washington, DC 20001.  
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If we ignore, for the moment, our "positive" federal labor law, we might 
think seriously and creatively about what Atleson ironically termed "the 
glorious days of yesteryear." In particular, the antitrust/labor law saga sug
gests that we once again take as our model "a labor movement that relie[s] 
less upon law than on organization and collective action," and envisage 
what law regime would give that movement room to function. For that 
kind of movement is more than an historical curiosity. It survives in sectors 
of organized labor that benefited little if at all from the Wagner Act and in 
some industries characterized by fragmented or "contingent" work struc
tures. 3  And it's still the only meaningful response to conditions that do not 
readily fit current labor relations norms. 

Federal law could support an activist labor movement most significant
ly by a clear "defensive" rule: noninterference with workers' peaceful exer
cise of their constitutional rights of association, expression, petition and lib
erty, in their self-defined interests , whether those interests are labelled 
economic, political, or social. Under such a regime, for example, the courts 
would not enjoin workers from trying to affect commerce by (collectively 
or individually) providing or withholding labor and services, engaging in or 
refraining from commercial transactions, petitioning for legal or legislative 
redress, and inducing or persuading others to do the same. The concepts of 
"primary dispute" and "secondary boycott" would become immaterial; 
circumscribed and "appropriate" collective bargaining would not define the 
object or scope of permitted activity; and legal rights would not depend on 
an "employer-employee" or "master-servant" relationship. The arena for 
contest or cooperation and the nonproscribed means at workers' disposal 
would be at least as far-reaching, flexible, and creative as the way in which 
commercial enterprise, trade, and work are organized and financed in our 
changing economy. 

We cannot approximate that vision by concentrating solely on improved 
representation election procedures, expanded NLRA coverage, stronger 
remedies for employer misconduct, and workplace democracy in the citi
zenship mold of current political institutions. At the very least, meaningful 
reform requires addressing important structural elements, such as who 
exercises decision-making authority in labor disputes, in light of what expe
rience tells us-that our best course is to take the judiciary (and its 
administrative counterparts) out of the labor relations system to the great
est extent possible. 

The Norris-LaGuardia Act removed the fetters upon trade union 
activities . . . .  Congress in the Norris-LaGuardia Act has ex
pressed the public policy of the United States and defined its 
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conception of a "labor dispute" in terms that no longer leave 
room for doubt. . . .  Such legislation must not be read in a spirit 
of mutilating narrowness.' 

201 

Here the historical intersection of antitrust and labor provides some 
useful guidance. In particular, Norris-LaGuardia's radical promise of a 
"hands-off' stance toward broadly defined "labor disputes" stands out as a 
high point in legislative defense of labor activism. As a stimulus to rethink
ing the law of work, the Norris-LaGuardia framework offers flexibility to 
address a variety of evolving work structures and relationships. And where 
current antitrust law remains troublesome, Norris-LaGuardia could pro
vide a rational point of departure for further legislative proposals. 

Shifting our focus from the Wagner Act/NLRA model makes sense for 
many reasons, including the persistence of regressive values noted by Atle
son. We should not omit, however, some equally relevant considerations. 
The Wagner Act, for example, discriminatorily excluded "agricultural" and 
"domestic" classifications in which blacks and other minorities worked to 
preserve that exploited pool of labor.5 And as witnesses recently reminded 
the Dunlop Commission, the NLRA as applied still discriminates against 
women and minority workers who make up a disproportionate percentage 
of excluded classifications and the "contingent" work force." 

More generally, the NLRA system assumes a model of employment and 
economic relations that seems unrepresentative, if not outdated. The condi
tions on collective bargaining-for example, majority vote, appropriate unit, 
mandatory subjects, primary employer-have even less to do with real needs 
today than they did half a century ago. While the NLRA, unlike the "employ
ee representation" systems pushed by business 70 years ago, requires firms 
to deal with union agents from outside the shop, the "single-plant" and "sin
gle-employer" unit presumptions can still confine workers' bargaining 
power.' And given the current emphasis on high-performance workplaces , 
the idea that professionals and nonprofessionals could risk their "employee" 
status and legal rights by exercising intelligence, discretion, and indepen
dence on the job speaks for itself." In short, working with the NLRA's pecu
liar design today can seem as pointless as focusing labor and social policy 
reforms on a presumed two-parent, one-wage-earner nuclear family. 

Despite its strengths, however, the alternative Norris-LaGuardia model 
falls short in many respects. For example, removing the threat of immedi
ate injunctions to suppress labor activity at its inception does nothing to 
counteract the equally important tactical role of litigation against unions 
and workers. The risks and severe burdens of defending a major lawsuit 
today, even if the union ultimately prevails, can derail and deter activism as 
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successfully as a restraining order. Even the strongest unions and grass
roots movements are not organized to raise the amounts of capital needed 
to self-insure or defend against a concentrated legal campaign. And any 
such efforts only divert energy and resources from labor activity. 

Moreover, the reliability of a federal "statutory" labor exemption" from 
antitrust liability remains uncertain when it comes to concerted activity 
among those who do not fit statutory and common law definitions of 
"employee." The expansive Norris-LaGuardia definition of "labor dispute" 
and the recognition in some cases of independent contractors as a "labor 
group" within the statutory antitrust exemption would argue strongly for a 
defense of organizing in nontraditional sectors . 10 Yet adverse results in 
other cases-including the Supreme Court's views on a concerted services 
strike by nonemployee lawyers-suggest a narrow understanding or bias 
about who belongs under labor's banner. 1 1  

Antitrust law can pose equally significant challenges to collective bar
gaining arrangements, whether "mainstream" or innovative. The "nonstatu
tory" exemption for labor-management combinations over wages, hours, 
and working conditions provides no greater security than any other judicial 
construct; the shortcomings in that defense, moreover, derive not simply 
from common law notions but also from deficiencies in the exemption's 
NLRA reference point. That linkage can only hurt as the scope of positive 
NLRA bargaining rights is whittled away or simply fails to keep pace with 
industrial reality. 12 

In short, if it makes any sense to discuss legislative reform, we should 
consider strengthening the Clayton Act/Norris-LaGuardia shield to exempt 
labor agreements and workers' economic action, defined in the broadest 
terms and without regard to NLRA criteria. At the same time, to be truly 
useful, that shield would also need to address a wider range of attacks on 
labor agreements, including the NLRB's own campaign to prevent unions 
and workers from achieving, through peaceful collective bargaining, more 
than the act's limited bargaining duty demands. 

Favorable change through legislation, however, appears unlikely. As a 
practical matter, the labor relations arena remains so polarized and ideo
logical that legislative reform is a kind of "black hole"-it endlessly absorbs 
efforts and energy with no visible result. Minor adjustments favorable to 
labor require heroic efforts, and even a major change may have little impact 
given the minimal status quo. At best our current law grants affirmative 
rights to only a portion of the American work force. Those favored few 
enjoy a weak right, bestowed only after debilitating legal and procedural 
contests: the right to nag their bosses into relinquishing a share of control 
over a narrow range of matters that affect employees' work. And protected 
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employees are allowed only the most limited self-help and legal measures 
to back up their requests. Should workers or their representatives step 
beyond those bounds, both antitrust and labor law marshall potent 
economic and punitive sanctions, including the full force of the federal 
government. 

And while academics debate labor law reforms, RICO has opened an 
even more threatening third front in the war against unions . ' '  With its con
tent judicially elaborated and largely unaffected by either labor or antitrust 
policy, that statute fosters extensive governmental intrusion into unions as 
organizations, while making routine labor disputes potential treble dam
ages cases in federal courts. By the end of this century, the most significant 
"revitalization" in our governing law may prove to be RICO's invitation to 
revive a "conspiracy" approach to labor activity. 

The entire strength of the nation may be used to enforce in any 
part of the land the full and free exercise of all national powers 
and the security of all rights entrusted by the Constitution to its 
care. The strong arm of the national government may be put 
forth to brush away all obstructions to the freedom of interstate 
commerce . . . .  14  

The pairing of labor with antitrust law defines a fertile but artificially 
narrow area for discussion. It also suggests an ultimately false opposition 
between antitrust and labor laws. Whatever their points of origin, the two 
systems intersect or converge on a large common ground. 

Perhaps more importantly, both legal structures derive their legitimacy 
and mission from the constitutional authority of the United States to con
trol and assure the free flow of "commerce" in its broadest sense. As all 
commerce depends on workplace labor and marketplace acts, both anti
trust and labor law treat workers' concerted control of their own labor and 
influence of others' economic behavior as direct or indirect obstruction of 
commerce-that is, as an evil to be proscribed or at least strictly confined. 
Restrictions on labor activity and promotion of collective bargaining as a 
means and end-the fist and the velvet glove-serve the common purpose 
of protecting trade against disruption. And that purpose predictably out
weighs other constitutional rights and values when citizens act in their 
worker and union capacity. 

Against that background, it seems remarkable that federal antitrust law 
still provides a statutory bulwark for traditional labor activities. Even more 
notable is that the antitrust arena now gives labor's "nontraditional" 
weapons perhaps their most significant legal shield-that is, the Noerr
Pennington doctrine protecting petition for redress in the courts, in the 
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legislatures and before government bodies. 1" Ironically, the First Amend
ment defenses that federal courts readily extend to concerted activity are 
either resisted or ignored altogether at workers' O\Vll agency, the NLRB.1" 
Examining why and how we came to that point might be the next impor
tant step in thinking about law reform. 
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that may have exceeded the scope of the "statutory" labor exemption); Brown & Root, 
Inc. v. Louisiana AFL-CIO, 10 F.3d 316 (5th Cir. 1993)(doctrine protected lobbying 
activity from LMRA Section 303/8(b)(4) liability). 

1 6  The NLRB General Counsel prosecutes unions under Section H(b)(4)(B) f(>r the 
same First Amendment activity that the courts find exempt under Noerr-Pennington, 
and without regard to the Supreme Court's admonition that "restrain or coerce" is to be 
read narrowly to avoid Constitutional conflict. Edward ]. DeBartolo v. Florida Gulf 
Coast Bldg. & Constr. Trades, 485 U.S. 568, 654-65H ( l98H). See, for example, the GC 
Advice Memorandum in Tame T l. C. & United Association (TIC-The Industrial Com
pany), Ca�es Nos. 27-CC-826, etc. (January 27, 1993), which dismisses the Noerr-Pen
nington doctrine <L� inapplicable and completely ignores DeBartolo . 
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The transformation of the workplace is not as inviting a prospect as 
some of the more optimistic writing would have us believe. That writing, at 
least implicitly, has faith that the leading industrial powers will transform 
themselves voluntarily into postindustrial societies whose workers live only 
on one side of the industrial divide, a population educated and retrained to 
become self-directed, continually adaptive work teams (Piore and Sabel 
1984). 

To achieve this utopia, many seem prepared to concede that labor law 
and labor unions must change radically and that the labor movement must 
reconceive itself, among other things, as a facilitator of independent com
pany unions and individual workers' rights (Edwards 1993; O'Connor 1993; 
Weiler 1990; Bluestone and Bluestone 1992). For notwithstanding the 
older foundations of labor law and organizing, which were adversarial and 
taught distrust, the new forms of work require considerable trust in work
place relations. 

We are concerned that this writing sends the wrong signals, that the 
optimism is misplaced. Our question is not how to facilitate management
labor cooperation but how to articulate workers' collective interests broadly 
and envision ways to organize around those interests effectively. Unless 
workers organize in opposition to current free-market trends and corporate 
policies, the U.S .  will continue to degenerate into a two-tier society of 
haves and have-nots far more rapidly than any other industrialized society. 

While the organizing and maintenance of an effective opposing voice in 
the U.S.  requires numerous kinds of engagements, our point of departure 
here is the erosion of the central concept in U.S. labor law; namely, the 
"employee." The rise of more sophisticated, flexible production networks 
has, at the election of corporate managements, been driving workers who 
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were once employees of large vertically and horizontally integrated firms in 
several potentially contradictory directions. 

First, there are adaptive, cooperative postindustrial employees who are 
encouraged to take on traditionally managerial functions, only to lose their 
rights to join with other workers against managerial exploitation. Second, 
there are "core" employees whose self-representation is compromised by 
an interest in their firm's success and the dominance of management ideas 
about workplace cooperation. Third, there are contingent workers-some 
directly employed in permanent part-time or temporary jobs, others as 
independent contractors-who lack the capacity to organize and are fre
quently deprived of employment status for purposes of legal protections. 
Fourth, there are employees in networks of, in effect, subcontracting firms: 
these employees have no representation in the governance of the network 
and have little capacity to act collectively with employees in the network's 
other firms, some of which are competing suppliers or distributors, to 
influence the principal decision makers' policies. 

Law reform and the labor movement must resist these contradictory 
trends and find grounds on which to unify workers' diverging interests. 
Rather than recommend specific changes in the law here, we seek to iden
tify areas in which law reform and broadening the bases for worker collec
tive action may converge. 

Optimism Unwarranted 

Our first point is that the writers are focused on only a small part of the 
workforce in drawing their optimistic conclusions about the future of work
place cooperation, trust, and flexible production. As Paul Osterman's 
recent survey of U.S. plants indicates, only 35% of workplaces even claim 
to be transforming themselves in line with the new production systems 
(Osterman 1994). And he surveys only production work, not the larger sec
tor of service industries, which in 1992 occupied over 80% of the nonagri
cultural workforce (U.S.  Bureau of Census 1995; Sweeney and Nussbaum 
1989). 

Meanwhile, we are left with workplaces in which Taylorism and prole
tarianization are taken to its extremes: work segmented and routinized; and 
workers deskilled by their lowest common denominator, overseen by 
unflinching authorities, and pressured by a worldwide reserve pool of 
replacement workers (Horwitz 1994; Appelbaum 1987; Kern and Schu
mann 1984). In this realm the term flexible production means merely man
agerial convenience, part-time and seasonal work, contracting out, plant 
relocation, and egregious union-busting tactics ( Belous 1989; Linder 
1992a, 1992b; Storper and Scott 1990). 
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Workers who are in fact related by their work on common products and 
who might in previous decades have been working for a single, vertically 
and horizontally integrated corporation now find themselves disassociated 
from one another and working instead for an amorphous and market-adap
tive network of contractors and subcontractors ( Best 1992; Williamson 
1985). 

Accordingly, the optimistic view, which sees reorientation of labor law 
and organizing movements as central to achieving trust and cooperation, 
seems misdirected. It tends to overlook these "other" workers, mired as 
they are on the other side of the divide, even though they remain in our 
backyards and constitute a majority of the workforce (Block 1990:1 10) .  
Indeed, the appeal of this postindustrial utopia is undeniable: work as com
munity, democracy, cooperation, and individuation. So, too, is law reform 
to secure high wages and participatory rights for an important but smaller 
group of workers. But the optimism of this writing also suggests a quiet 
despair about those other workers and the impossibility of securing their 
welfare in a competitive world environment driven by self-interest and 
incredibly powerful technologies, political as well as economic (Weiler 
1990). 

Our second point is that the writers are overlooking profound changes 
in corporate management that have come about over the past thirty years. 
The changes are closely tied to the movement for investor collective action. 
Notwithstanding their ongoing claims to the contrary, managers are neither 
autonomous stewards of the corporation nor promoters of broadly defined 
corporate responsibility. Nor are they amenable, as they used to claim, to 
trust relationships with stakeholders other than investors. 

In the conventional analysis of gainsharing, investors and workers join 
their resources to create quasi rents-that is, residual profits over and 
above the typical operating expenses of firms in the industry. These quasi 
rents are then the subject of bargaining between the investors, the man
agers, and the workers. In some models, managers function as mediators or 
judges in reconciling worker and investor demands; in others, managers 
are merely self-interested, seeking a share of themselves, but held account
able by their reliance on investors or workers (Aoki 1982; Williamson 
1985). 

A central feature of postindustrial utopianism is the idea that managers 
will become increasingly accountable to worker interests once they come 
to rely on worker cooperation and participation to create quasi rents. In 
other words, once managers understand that flexible and cooperative work 
arrangements which motivate employees and deliver productive efficien
cies can give them a competitive edge, they will commit to such systems, 
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even to the point of condoning company unions or other forms of worker 
collective action. 

Notwithstanding this hope, however, the role of management has been 
moving sharply away from accountability to workers. Although optimism 
may be appropriate at the level of the shopfloor, where production man
agers and their immediate supervisors faced with worker resistance might 
well remain committed to the transformation, at the higher levels of corpo
rate management, these plant-level commitments are not likely to with
stand short-term cost-cutting initiatives or "denominator management." 

The role of top-level corporate management has been reshaped over 
the past three decades (Kaufman, Zacharias, and Karson forthcoming). 
Since the early 1960s, when managerial capitalism reached its peak in the 
United States, there has been a series of ideological and practical pressures 
on top management to realign its interests. The principal beneficiaries of 
the change were investors, the principal losers were workers and commu
nities that had become dependent on a corporate presence. A series of 
financial and legal changes over twenty years gave impetl's to aggregating 
shareholder interests, rendered the "market for corporate control" increas
ingly active, and so put new· pressures on ostensibly poorly performing 
managements. More recently, refinements in the compensation schemes of 
top managements have realigned managerial interests with those of share
holders. 

In short, managerial capitalism is no longer headed by autonomous 
managers but by financial agents whose vision day to day is confined by the 
financial markets, the competition for their corporations' control, and self
interest in maximizing their own wealth through stock ownership and prof
its. In large part, this shift has come about because shareholders are far 
easier to organize into collective actors than any other class of corporate 
stakeholders, and this tendency has been further eased by regulations 
encouraging institutional investment, by computers, and by cheap telecom
munications. Managers will not only seek to enhance the gains of investors 
(including themselves) but also to further the capacity of investors to domi
nate gainsharing procedures by continuously fragmenting broad-based 
worker attempts to organize themselves. 

Workers' Interests in Interfirm and Extrafirm Collective Action 

There will be continuing pressure to disaggregate firms and employ
ment, both to exploit the industrial divide and to fragment workers' collec
tive interests. No doubt, there will be a small core of "strategic employees" 
who will enjoy the potential benefits of flexible production systems.  
Beyond that core, however, top management can be expected to engage in 



THE LAW OF WORK 2 1 1  

continual cycles of downsizing, subcontracting, and worker replacement to 
keep workers at a disadvantage in bargaining. As we noted, the capacity of 
investors to become organized in the face of any threat to their wealth will 
pressure managements to act against any broad-based worker interests 
(Sabel 1982). The problem then is to resist this tendency-how to articu
late workers' collective interests broadly and envision ways to organize 
around those interests effectively. 

One focus of recent law reform writing has been on nurturing 
autonomous company unions (Barenberg 1994). Without more, this focus 
has a deeply divisive potential. Accordingly, we would insist on broadening 
earlier firm-oriented perspectives in labor and employment law. For exam
ple, managers make choices about designing technologies: new technolo
gies can facilitate worker cooperation on a broad scale or they can subdi
vide the workforce into core and contingent workers. If workers believe 
they will inevitably be among the core workers, they will tend to go along 
with management's prerogative. In contrast, if workers see management's 
prerogative as a potential limitation on their own career prospects, then 
they may organize to have a say in the introduction of new technologies, 
even if such voice has to be won at some expense. In developing this 
awareness of a shared interest among workers, it is essential that represen
tation be kept as open as possible. That is to say, who is to be considered an 
"employee" for purposes of representation must include everyone poten
tially affected by technological decisions, including quasi-managerial work
ers, workers related through a network of contracts and contingent work
ers . To the extent that the NLRA's prohibition on secondary boycotts 
precludes workers in one firm from placing pressures on another firm's 
production policies, a push for reform would focus attention on the 
broader issue of technology and its control. 

Another opportunity for developing broader shared interests is in the 
realm of corporate governance itself As we noted above, investors can hold 
managers accountable because they can ultimately replace them through 
direct boardroom actions or indirectly through tender offers and the mar
ket for corporate control. While workers do not own shares directly, they 
are represented in pension funds, ESOPs, and so forth. Indeed, Masahiko 
Aoki has suggested that the managers, in mediating the competing 
demands of institutional investors and union representatives, are in effect 
seeking to strike a proper balance between the workers' longer-term inter
ests in saving for retirement, etc., against their shorter-term interests in 
consumption. In any case, there may be instances when it is clear to worker 
representatives that managers are performing poorly in striking that bal
ance or in deploying labor itself. To the extent worker representatives 
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become expert in these realms and can second-guess management persua
sively, they may also be able to hold managers more accountable and even 
move managerial ideology itself in more favorable directions (i.e., restoring 
management's role as an effective nongovernmental mediator). 

At still a broader level, the overarching problem is inequality and the 
polarization of interests among workers on either side of the industrial 
divide (Harrison and Bluestone 1988). Inequality is endemic to the labor 
markets, especially in the U.S., with its geographic differences, historical 
variety, and relative antipathy to regulation. 

Even the most centralized systems of wage administration cannot rec
oncile these inequalities completely; nevertheless, it appears that maintain
ing or raising incomes in a less skewed fashion has been lost in policy dis
cussions. At one time, for instance, progressive taxation served to even out 
the differences somewhat, but such redistributions have lost favor. Mean
while, we confront misguided arguments about the social efficiencies of a 
flat tax-that everyone, rich and poor, should pay at the same rate for pub
lic goods-as well as proposals to deflect tax pressures on the federal gov
ernment to the states where tax rates are even flatter. 

Perhaps the most regressive aspect of polarization is the gradual ero
sion of the social wage. Contingent workers are frequently excluded from 
participation in social insurance programs or penalized when they seek to 
join. This is the result of employer discretion in designating workers as 
benefited and federally entitled employees or as independent contractors 
or as not benefited employees (Linder 1989, 1992a, 1992b). 

The tendency of flexible production systems to rely on efficient sup
plier networks and contracting, rather than older, single-firm mass produc
tion systems may speed recognition of shared interests among workers in 
different circumstances. Under the old framework, workers may have been 
induced to submit to relatively large employers who controlled their 
careers to take advantage of certain transaction cost efficiencies (Linder 
and Zacharias 1993). The simple argument is that a large pool of workers, 
even if they are organized solely by the employer, can buy into a variety of 
insurance pools more efficiently than individual contractors or smaller 
groups of employees. In effect, market changes are now converting work
ers in the pool-that is, those designated "employees" under federal labor 
and employment laws-into contingent and non-employees and are forcing 
those workers to manage their own insurances and bear the higher transac
tion costs of doing so. This is an ironic twist on the meaning of resourceful
ness, a quality for which flexible production is being touted. At the same 
time, these changes provide an opportunity for renewed discussions about 
the social wage, how to pay for it, and how to make it equally accessible. 
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Leanings 

Flexibility, cooperation, and decentralization may provide new opportu
nities for some core workers. However, for the majority of the workforce, 
corporate downsizing and new "network" production and service com
plexes, with their pressure for flexible work contracts, are likely to diminish 
living and working conditions. 

Given the financial incentives and alliances governing these restruc
tured systems, employers in a postindustrial era are no more likely to vol
unteer to restructure jobs to benefit the majority of workers than were 
those in power at the tum of the last century. Without collective action by 
workers to oppose absolute financial control, management will have little 
interest in sharing power and developing multiskilled jobs for large groups 
of workers. To the extent self-directed, cooperative, multiskilled work 
teams offer firms competitive advantages, employers can be expected to 
reserve such teams for a minority of core workers and segregate those 
teams from a supportive labor infrastructure comprising multiple employ
ers in dynamic networks and relying increasingly on contract and contin
gent workers. 

U.S. collective bargaining laws, meanwhile, are at best irrelevant and at 
worst obstacles to providing legal protections and support for workers' col
lective efforts to influence the direction and content of work transforma
tions. Incremental reforms of the NLRA to address concerns regarding 
potential management domination of company unions in cases of multi
skilled, cooperative teams ignore the much more fundamental problems. 

To fit the restructured work world and today's industries, labor law 
reforms would have to provide protections for workers organizing across 
employers and give collective voice to workers engaged in common pro
duction systems. Protection of worker's rights to collective action would 
have to recognize that large corporations have given way to contract net
works reaching across firm-specific and worksite-specific boundaries. In 
this context, law reform can focus attention on certain broadly shared 
interests and so underscore organizing efforts. These include interests in 
decisions about technological innovation and organizational change, corpo
rate governance and management's public values, and discussions about 
income distribution that reflect the social wage and worker access to public 
goods. 

Insofar as workers do not have sufficient bargaining power to begin 
curbing industrial segmentation and polarization directly, labor market reg
ulations, such as minimum hours, wages, and benefits, provide a means for 
limiting the managerial practice of privileging some workers through 
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meaningful jobs, while relegating the larger group of workers to narrowly 
defined tasks and contingent status. In other words, by setting wage and 
working condition floors at higher levels, managements will be pressured 
to take into account workers' potential capacities rather than their minimal 
competencies and might adopt policies that develop workers (i .e., to justifY 
their expense and fulfill their potential) .  

Such changes in labor laws are unlikely to come about voluntarily. An 
optimistic vision is clearly necessary to motivate change, but optimism 
must be placed on realistic foundations. Taken down one road, the brave 
new world of a postindustrial society may indeed have the potential of 
enriched work life and a healthier economy and society. But the experience 
of the last twenty years teaches us that left to "free" market forces, the 
transformation might well replace the old social pyramid and its broad 
middle with a new geometric shape that has a small head, no middle, and a 
broad base. 

By acknowledging the fundamental lack of fit between the laws we 
have and the collective action and workplace we envision, perhaps aca
demic and public policy debates will be able to reach out to a broader audi
ence and revitalize the demand for change. 
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DISCUSSION 

CHRISTOPHER L. TOMLINS 
American Bar Foundation 

The Association's injunction that comments be kept brief might be 
thought restrictive by a stranger, but it can be liberating. In this case the 
requirement impels me down a track I feel inclined to follow in any case, 
one of unsubtle bluntness. 

This panel addresses the continuing drawn-out death march for unions 
and working people that passes for labor relations law in this country and 
gropes heroically for a means-new language, new substance, new con
cepts-to "revitalize" labor law. I do not in any sense at all question the sin
cerity of the effort, and I applaud the inventiveness participants have 
shown. I am particularly taken, for example, by Pleasure and Greenfield's 
decision to focus their paper on the possibilities for innovation that exist at 
the intersection of law and work, rather than on reform of the law of labor 
organization. This parallels a tendency that has been gathering steam 
among labor law historians for several years now, to shift attention some
what away from exclusive concentration on the law of collective action to 
the legal construction of employment relations. In my own case, for exam
ple, I am trying now to figure out what work's legal culture is and how that 
legal culture changes over the very long term. 

But scholarship always occurs in the shadow of present trends. Our 
particular present is one that relativizes with a vengeance projects of purely 
historical inquiry such as mine, while, also and more importantly, making it 
well-nigh impossible for the range of opinion represented on this panel 
actually to enjoy any realistic chance of appropriating the course of labor 
law revitalization to its recommended agenda. For as all the papers note in 
one way or another, a revitalization is ongoing already. The salient point 
about the revitalization, however, is that it is one distinctly unpalatable to 
liberal academics and to those protagonists within the world of work with 
whom they are prone to identify. For this is a revitalization being led by the 
courts, not the liberal academy. And what the courts are revitalizing is the 
common law of master and servant. 
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In fact, it doesn't require too much effort to revitalize master and ser
vant law, because it never went away very far. For 200 years in this country, 
as in the other anglophone legal cultures, master/servant has been the tem
plate-the active or at worst the default option--of the social structure of 
work and employment. But master/servant's increased liveliness of late 
seems to me to make even more utopian than usual the prescriptions, wish 
lists, practical suggestions for rewriting, and other impedimenta that get 
developed in the course of scholarly participation in law reform. Both be
cause of where revitalization is occurring and because of its substance, it 
seems to me unlikely that such debates as ours can have much impact upon 
it. 

As several authors here represented argue in their paper, Town & 
Country Electric, Inc. v NLRB, 34 F.3d 625 (1993) stands as but the latest 
expression, though perhaps one of the clearest, of the gathering return to 
the common law of master and servant law as the generic discourse of the 
employment relation. In work that I completed two years ago, I attempted 
to track the reception and development of that discourse in this country 
during the first half of the nineteenth century (Tomlins 1993). Years before 
that, when the bloom was still on the postwar pluralist consensus, Selznick 
(1969) had argued that the American story was one of master and servant's 
twentieth century eclipse. Somewhat later, Atleson ( 1983) drew to our 
attention evidence of its subterranean survival. Atleson can no doubt feel 
vindicated, though I'm sure he takes no pleasure in it; but in any case, the 
larger point is how we should understand this revival. I don't think 
master/servant should be thought of as the legal equivalent of TB-seem
ingly eradicated, but now making a comeback. I don't think it ever went 
away. That is because it is imbricated in the structure of all productive 
activity. The legal relation of master and servant is, after all, a discom:se 
that attributes and distributes authority and subordination in the perfor
mance of work. It is both the description of a fact situation held to be the 
norm of work performance-that efficient performance requires someone 
to command in detail another's performance of a task-and the ideological 
legitimation of command. It provides the default description of work as a 
social process-namely, that it is performed in hierarchies-and an official 
inscription of authority on work. And it is very adaptable. As the American 
treatise writer Timothy Walker ( 1837:243) put it, it exists "wherever civi
lization furnishes work to be done." 

In this century working people have fought very hard indeed for collec
tive organization, a struggle generally regarded as bearing one of its most im
pressive fruits in the passage of the National Labor Relations (Wagner) Act 
in 1935. Yet even at this undoubted high point, the organizational projects 
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that the Wagner Act legitimated were allowed to make only very limited 
inroads on the set of social and economic and legal processes that consti
tuted the legal culture of work. As Krieger points out, whole sectors of 
work-agricultural, domestic, household-were closed off from the begin
ning. And in those sectors where the Act did operate, wherever legislated 
rights rubbed up against work's disciplinary hierarchies it was the latter that 
proved the more resilient (Barenberg 1993; Tomlins 1985). 

In my utopian moments I can be persuaded to allow that maybe in its 
original conception the Act was indeed intended to encourage, as ends for 
their own sake, what Atleson describes in his paper as the values of worker 
participation and industrial democracy. But frankly I don't have many 
utopian moments. And so for the most part, I see little practical point in 
analyses of labor law history that strive to recover smidgens of imagined 
lost possibilities in order to build them into current might-bes. I worry that 
this popular historical trope-of lost alternatives, of tantalizing incipient 
possibilities, of so-called usable pasts-actually turns into a well-inten
tioned collaboration in the deceiving of those for whose assistance, ostensi
bly, the usable past is recovered. Imagining possibility, we end up elevating 
it above reality in a way that actually assists in the perpetuation of obfusca
tion (Meranze 1993)-in our particular case, obfuscation of how and why 
the labor movement became mired in the very grave situation it faces in 
this country and of just how much concrete effort it will take to do any
thing about it. Pleasure and Greenfield's description of this situation as the 
outcome, in part, of juridical nullification of an original broad legislative 
intent, I feel, is an example. First, the breadth of congressional intent, 
given the original exclusion of all agricultural and domestic and household 
labor, is debatable. Second, Taft-Hartley further eroded NLRA jurisdiction 
by explicitly underlining the exclusion of independent contractors and 
supervisors. But third, and accepting for the sake of argument the premise 
of original broad intent, given a legal culture that especially in recent years 
has consistently followed a trajectory of harassment and limitation of labor 
law's breadth of application, just how realistic is it to hold out to the uncov
ered the prospect that that same legal culture can now become the site of a 
reenvisioning of the law of work; that it is now going to give them what so 
many of its denizens have worked so assiduously for so long to make sure 
they don't get? 

At bottom, stripping sophistication, the point that I always feel myself 
impelled to emphasize is just how greatly, historically, the odds have been 
stacked against working people in America, how huge fights have been 
necessary to grind out little victories, Offhand, I can think of no other area 
of social and le�al contestation, perhaps outside civil rights, quite like it. As 



THE LAW OF WORK 219 

Krieger observes, labor law is indeed a black hole that effortlessly absorbs 
resources with no result. Scholars must explain why this is, rather than 
spend their time endlessly optimistically ramming more reform proposals 
into the hole in the hope that someone will finally throw a bone. Rather 
than searching out usable pasts and attempting to make them foundations 
for useful presents, I think we need to explain very carefully why that black 
hole exists and has persisted and in the process learn to hedge our reliance 
on what has taken so much from labor and given so little in return. 

Perhaps this rather sardonic appraisal reflects my position as a histo
rian, for as such I surely have to be more accepting of my limited relevance 
to public debate than the lawyer who, Atleson tells us in his paper, has 
been "trained to believe that law can be an engine for [implicitly progres
sive] change." (Or perhaps it reflects my inclination, as a particular kind of 
historian, to be skeptical of the existence of a plurality of possibilities 
immanent in the law that I study. ) I do not find much reason to see much 
of American labor law as an expression of what the late E. P. Thompson 
(1977:266) called "an unqualified human good," by which he meant the 
ideal of the rule of law. Be the reason what it may, at this particular histori
cal moment I feel myself at a remove from those who pursue a scholarship 
or reform-of solutions or possibilities or patches, as it were. I think that to 
offer solutions when you don't have the initiative is to whistle in the wind. 
The only scholarship with which I can feel comfortable at the moment is 
one of exposure and opposition; an unillusioned scholarship whose saving 
grace is that possibly its exposes can be of some instrumental assistance to 
those who in their daily lives are required to confront what is fast becoming 
one of the most reactionary systems of labor law in the developed world. 
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DISCUSSION 

JONATHAN P. HIATT 
Service Employees International Union 

All four of the papers echo the theme that the Service Employees 
International Union and certain others offered in their Dunlop Commis
sion testimony that fine-tuning the NLRA with an eye toward a "more level 
playing field" is not sufficient to address the basic ill fit that now exists 
between our labor relations system, which was developed in the 1930s, and 
today's economic structure, in which employees barely know who their 
employer is; that even when they do know, the employer is typically not 
one who possesses any true control over their employees' actual economic 
conditions; and that a basic overhaul of our labor law system is necessary. 
Each of these papers in its own way makes a valuable contribution to an 
understanding of why this is so. 

Jim Atleson, in describing or suggesting the evolution of a perversion of 
values intended by the Wagner Act, warns that any attempt to refit our 
legal system to today's economic realities may be futile-particularly if we 
are not strong enough to stare down the legislative drafters, agencies, and 
judiciary-because we will simply witness the same perversion of any new 
law's intent, given the deep-seated, innately hostile, culturally predominant 
values. 

His point is well taken that we must stop thinking we can convince 
employers to voluntarily embrace unions in the name of competitiveness, 
productivity, and quality. There is little evidence so far that employers see 
labor as having much to offer in this regard-at least not to the point that it 
has become a trade-off for recognizing unions or other truly independent 
forms of worker representation, collective bargaining, or general improve
ment of industry standards. Rather, the only time employers offer us any
thing in exchange for cooperation is where the threat of noncooperation is 
a price they don't wish to pay or don't wish to keep paying. But once Jim 
Atleson concludes that our goal should instead focus on participation as a 
democratic or human right, I am not sure where that leaves us. In today's 
political and cultural climate, how do we get there? 

Author's Address: Service Employees International Union, 1313 L Street, NW, Wash
ington, DC 20005. 
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Kathy Krieger's paper also presents a convincing case for the proposi
tion that the main components of today's labor regulatory scheme are more 
harmful than helpful and that labor has been powerless to protect against a 
net worsening of labor protections, when you weigh the costs and benefits 
of the NLRA and antitrust and throw in RICO for good measure. 

Her discussion on the experience in the construction industry where 
the basic ill fit has existed since long before people started talking about 
"contingent workers" is instructive. And those of us who personally spent 
many hours over the past two years attempting-obviously without much 
success-to influence the Dunlop Commission's appreciation of the ill fit 
and need for a more fundamental type of labor law reform can certainly 
identifY with what Krieger describes as the legislative reform "black hole" 
into which efforts and energy are endlessly absorbed due to the extreme 
polarization in the labor relations arena. 

But again, I found myself uncertain about the final conclusion. Is it 
really realistic to think that we are better off ignoring this arena or deregu
lating this arena? For look what can happen, as Pleasure and Greenfield 
point out, when the employment laws do not sufficiently guarantee even 
the meager protections we think we have. As the Darden case shows, the 
lack of precise statutory standard doesn't necessarily mean no standards 
with rrwre freedom in which to operate; rather, it can signify a resort to 
comrrwn law standards which often are worse. 

I found the Pleasure and Greenfield paper fascinating in its discussion 
of the evolution of the definitions of "employee" and "employer. " It 
reminded me of an SEIU hospital local I used to represent, which spent 
endless hours insisting at the bargaining table on substituting "worker/ 
boss" language in place of all of the "employee/employer" references. This 
was a strong local that did pretty well on getting the term "worker" into its 
contracts, but I 'm not sure they ever got an agreement over the use of 
"boss." 

Clearly, we'd be better off under the originally intended definition of 
employee. M uch of SEIU's focus in its Dunlop Commission testimony and 
before the Metzenbaum Committee on the proposed Contingent Workers 
Protection Act last year was on how the definition of employee under the 
various employment statutes needs to be based on today's economic reali
ties. And there are some models for this: the FLSA is better than some 
others, the California Agricultural Labor Reform Act and, perhaps most 
impressive, state workers compensation laws, where employers have, of 
course, successfully lobbied to get a very broad, inclusive definition of 
"employer." 
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Interestingly, §7 of the NLRA has-at least for now-maintained a 
broad all-employee application, not limited to employees of a particular 
employer, and I will suggest in a moment some potential that this may 
offer in terms of opportunities for collective worker action. 

Finally, the Zacharias and Schoen article was also fascinating: tracing 
the changing nature of the interrelations between financiers, managers, 
shareholders, and so-called core employees' respective interests and power 
as another way of illustrating why we have to stop thinking of how to tie 
rights of employees vis-a-vis their so-called employers and instead focus on 
how to expand the rights of workers generally and how we have gotten 
from a social pyramid to a social upside-down ice-cream cone. 

But even these last two papers leave us asking what this means pro
grammatically. And here I would offer a few suggestions that seem to flow 
from the thrust of all four papers as a whole-suggestions that combine the 
need for more militant, direct action by workers with a continuing effort to 
obtain meaningful labor law reform (or "economic opportunity" reform). 

First, there is a need and ability in many industries for workers and 
unions generally to avoid NLRA recognition and formal collective bargain
ing procedures and instead direct secondary campaigns targeting a whole 
industry or a whole market, with the combined goals from the outset of 
organizing and raising industry standards. The focus must not be on a sin
gle employer or a single workplace collective bargaining agreement nor 
even a single secondary entity, but rather on a grouping of key secondary 
entities that typically control the work standards of the industry in the par
ticular market. 

This has been the basis of the Services Employees International 
Union's Justice for Janitors campaigns in a number of cities around the 
country-where the large building owner corporate entities, who at the 
start protest having no control over their contractors' employees, ultimately 
are made to realize, as rational business people, that the costs of finding 
("noncooperation") become greater than the costs of dealing ("coopera
tion") with the union. 

Second, we must remember that NLRA §7 rights are not limited to em
ployees of a particular employer or even of any employer. Unemployed job 
applicants, for example, are protected. If we stop thinking of §7 rights as 
solely a means toward a narrow end of organizing for an election or bargain
ing a contract after winning a majority vote, unions might consider making 
greater use of minority representation status. The IBEW in Texas has been 
quite successful in referring unemployed workers to jobs at various work
sites where, after their overt "salting" (thus no Town and Country Electric, 
Inc. definition of"employee" issue), they have successfully organized on the 
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inside, protesting the nonunion wage rates, often getting themselves fired 
but then litigating for backpay and ultimately winning exclusive representa
tive status for the union. 

But direct action is not enough. We can't afford to ignore the need for 
meaningful labor law or workers rights reform, a kind of reform that takes 
into account the changing nature of the employer-employee relationship 
that these speakers have addressed. This must include the following: 

l. We have to get away from the employer-based wage and seek instead 
direct state guarantees and socially-based entitlements, as is so much more 
prevalent in virtually every other industrialized country. National health 
insurance would have been a big step in the right direction. Representative 
Patricia Schroeder and Senator Howard Metzenbaum have introduced 
bills containing portability of pensions and vacation benefits and guaran
teed prorating of part-time benefits. These may not be achieved this year 
on the federal level, but states are not preempted in establishing minimum 
labor standards and, thus, should be urged to do the same. 

2. We need to legislate forced groupings of employers, such as mecha
nisms to facilitate multiemployer bargaining, and look for other ways to 
break down the artificial distinctions between employers: a reevaluation of 
the definition of joint employer, single employer, and "neutral" employer is 
required. Much of this could arguably be done under existing law without 
the need for statutory change. 

3. Finally, we need to alter the laws that encourage the problem of frag
mentation of the work force-laws that permit double-breasting and anti
quated successorship law restrictions. We need to get right-of-first-refusal 
(preferential rehiring) laws passed, as was done last year in the District of 
Columbia, governing employees of building service and health care con
tractors, and on the federal level in Executive Order 12933, covering the 
building service employees of Service Contract Act contractors. 

Ultimately, direct action and labor law reform are vitally connected at 
both the workplace level and in society at large. Without workplace or 
social strife, there is no perception that anything needs fixing. But the 
corollary is also true: with enough militancy even Newt Gingrich can be 
made to realize that a high price will be exacted for ignoring deep-rooted 
social problems. 
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Russian Labor-Management 
Relations: Some P rel im inary 

Lessons from Newly P rivatized 
Ente rprises 

JOSEPH R. BLASI 
Rutgers University 

What are the implications of recent developments in the privatization 
of Russian firms for labor- man agement relations? I n  1992 Russia 
embarked on the most extensive privatization program in world history. 
From November 1992 until July 1994, approximately 15,000 medium and 
large Russian state-owned enterprises were privatized. These firms had an 
initial employment base of 14 million workers. In the summer of 1992, the 
Supreme Soviet signed into law a privatization program which required the 
privatization of all enterprises in industries that were not defined as having 
military or strategic or special cultural importance. The details of imple
mentation were designed from June until November 1992. 

The privatization program design was decentralized. First, firms had to 
corporatize; namely, adopt a corporate charter, calculate the book value of 
their assets, and compute how many shares they had based on an initial 
nominal value per share. Corporatized firms got a board of directors con
sisting of the general director (who had two votes), an employee represen
tative, a representative of the local government administration, and a rep
resentative of the local office of the federal privatization authorities. 

Author's Address: School of Management and Labor Relations, Rutgers University, 
New Brunswick, NJ Oll903. 
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Second, all employees had to choose one of three options. Option 1 allowed 
workers to purchase 40% of the shares at various significant discounts and 
at a preinflation book value of assets, with 60% reserved for auction to 
additional buyers. Option 2 allowed workers to purchase majority control 
or 51% of shares at a higher price. And Option 3 allowed a buyout group to 
takeover the company under certain conditions. Each citizen was given a 
tradable voucher to purchase 10,000 rubles worth of stock at preinflation 
prices in voucher auctions .  Subsequently, these auctions were held to sell 
most of the 40% under Option 1 and the 60% under Option 2 which the 
workers did not initially buy. In general, the typical plan was for the state to 
hold back 10%-20% which would be sold later to a strategic investor. The 
reasoning behind this design was to provide incentives to each interest 
group to participate in privatization without the need to use extensive coer
cive state authority. Indeed, most of Russia's 88 provinces or oblasts carried 
out the program by the summer of 1994. The program has been described 
in detail by several authors (Blasi 1994a, 1994b; Boycko, Shleifer, and 
Vishny 1993, forthcoming). 

Initial Findings: Employee Ownership and Employee Board 
Representation 

Since 1992 interviews have been conducted in a sample of 200 large 
firms in 44 of the Russian Federation's 88 states to determine national 
trends in the behavior of the larger enterprises in the program . This 
national sample has served as the basis for ongoing policy advice to the 
Russian government. The third and most recent set of interviews were con
ducted at 61 postprivatized enterprises in 19 oblasts from May 1994 to 
December 1994. This paper will examine some of the initial data from that 
survey, which is ongoing. Before turning to that survey, however, a baseline 
can be established by looking at the results of the interviews at the end of 
1993. At that time newly privatized enterprises had completed corporatiza
tion, their choice of options, and most of their auctions. Table 1 summa
rizes the median and average ownership percentages for different groups 
of new private shareholders. 

At the outset of privatization, 91% of the firms were majority employee
owned. As indicated above, at the median, insiders owned 60% of the 
stock. An initial analysis of the privatization program in 1993 showed that 
over 60% of the firms chose Option 2 (majority employee ownership) 
(Boycko, Shleifer, and Vishny 1993). This survey indicated that in most of 
those firms where workers were originally capable of only buying a minor
ity stake under Option 1, workers became majority owners by purchasing 
additional shares through voucher auctions and investment tenders and in 
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TABLE 1 
Distribution of Equity-Holdings in Privatized Enterprises 

in the Russian Federation, December 1993. 

Average Median 

All insiders (employees/management) 
Top management only 
All outsiders (excluding state) 
State 

Note: Sample: 141 enterprises in 32 oblasts 

65% 
8.6% 

21.5% 
12.9% 

60% 
5% 

20% 
12% 

Employment average: 2776; median: 1200. 
% majority-employee-owned: 91 %; % minority employee-owned: 9% 
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Source: Russian Privatization Research Project, joint research of Joseph Blasi, Rutgers 
University, and Andrei Schleifer, Harvard University, 1994. 

the over-the-counter market. Thus in general, majority employee owner
ship was the initial outcome of the entire privatization program. According 
to this first survey, only 9% of firms did not obtain majority employee own
ership through these various methods combined. 

The senior managers obtained a situation where insiders dominated 
equity ownership on average at the median and, in fact, in most companies, 
but senior management control was the norm. They were indeed deter
mined to operate their boards of directors at the end of 1993, according to 
the maxim that "majority holder elects the entire board." Almost all the 
boards of directors were comprised of senior managers. A striking finding 
was that most of the employee representatives-who had been added to 
the board during corporatization-had now dropped off the board in the 
period after the completion of privatization. We also noted that trade union 
power was insignificant in most of the firms: the senior managers reported 
that formal collective bargaining agreements were not being concluded 
and that they were setting wage rates. Outside ownership was expected to 
rise as investors bought into firms. 

December 1 994: Employee Ownership and Board Representation 

By December 1994 the ownership structure of the firms had changed 
(Table 2) somewhat. Employee ownership had fallen slightly, the number 
of majority employee-owned firms had fallen significantly, outside owner
ship had increased, and state ownership had decreased significantly. As 
Table 3 indicates, rank-and-file employee board representation continued 
to be almost nonexistent. There was no evidence that the role of the trade 
unions had improved or changed. Employee passivity continued to be the 
norm, and there was widespread evidence of managers holding back 
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salaries for months. Managers claimed they had no funds, but state com
mittees disagreed. 

According to Table 3, 76% of firms have some outsider (nonstate) 
board representation. One might expect that the openness of management 
to outside board representatives might also indicate an openness to 

TABLE 2 
The Structure of Ownership in Privatized Enterprises in 

the Russian Federation, December 1994. 

General Ownership Structure Average 

All employees 59% 
All outsiders 29% 
State 10% 

The Structure of Insider Ownership Average 
Nonmgmt. employees 42% 
All managers 17% 

Of that: 
Top managers 9% 
General director 3% 
Middle managers• 8% 

• Estimated from data shown. Median cannot be estimated. 

Median 

58% 
30% 

0% 

Median 
43% 
15% 

6% 
1% 

NA 

Note: Sample: 61 enterprises, 19 ohlasts, average employees; 2360, median employees: 1321. 
Finns majority employee-owned: about one-third (a drop from 91% in the 1993 
sample) 

Source: Russian Privatization Research Project, joint research of Joseph Blasi, Rutgers 
University, Andrei Schleifer, Harvard University, 1994. 

TABLE 3 
Board Membership in Postprivatized Enterprises 

in Russia, December 1994 

Board Representation: Average 

Total # of hoard members 6.7 
# of managers 3 
# of nonmanagement 
employee representatives .2 
# of nonstate outsiders 1 .2 
# of state representatives 1 

Median 

6 
4 

() 
1 
1 

Note: Sample: 61 enterprises, 19 ohlasts, average employees: 2360, median employees: 1.321. 
Finns with outsider hoard members: 76%; firms with no outsider hoard members: 
24%. 

Source: Russian Privatization Research Project, joint research of Joseph Blasi, Rutgers 
University, Andrei Schleifer, Harvard University, 1994. 
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employee representatives. This was not found to be true. The average 
board membership is 6. 7 members, with 6 at the median. The typical 
board has 1 outsider, 1 state representative, and 4 insiders. In alrrwst all 
cases the insiders are the general director and direct reports to the general 
director. We became suspicious about earlier reports of employee repre
sentatives on boards by the senior managers who are the subjects of the 
interviews. There were increasing indications that the general directors are 
quite self-conscious about reporting boards made up entirely of their 
immediate direct reports and top deputies. As a precaution, the research 
assistants were instructed to review board members person by person in 
great detail. They have now observed that managers often attempt to pre
sent other top management members who serve on the board as rank-and
file board representatives. The method of interviewing attempts to correct 
for this misallocation. Nevertheless, it is possible that every attempt to do 
this has not been identified. 

Thus since privatization, the labor-management relationship in these 
enterprises has changed in two key ways. First, there is still rank-and-file 
employee ownership. Second, postprivatization saw a clear decline in 
rank-and-fi le employee board representation, average rank-and-file 
employee ownership, and the number of majority employee-owned firms. 
As Table 4 indicates, the main sellers of shares are employees. It is not pos
sible to foretell with certainty how the sale of employee shares will evolve. 
Three main trajectories are possible. One could expect constant sale of 
employee shares until employee ownership is insignificant. One could 

TABLE 4 
Sales of Shares from Privatized Enterprises in Russia and 

Their Main Buyers in the Last Year, December 1994 

Average Median 

Sales of Shares: 
Sold by employees 4% 0% 
Sold by voucher funds 1% 0% 

Main Bllyers as a % of All Buyers Mentioned: 
Insiders: 25% 

Top managers 12.5% 
Other workers 12.5% 

Outsiders: 75% 
Firms and investors 50% 
Voucher funds �% 

Source: Russian Privatization Research Project, joint research of Joseph Blasi, Rutgers 
University, and Andrei Schleifer, Harvard University, 1994. 
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expect that Russian employee ownership would be similar to U.S. public 
market employee ownership with 15% of large stock market companies 
having an average of 12% employee ownership. (See measurements by 
Blasi and Kruse [ 1992] . )  One could expect that some Russian firms would 
retain majority employee ownership if they can find the capital necessary to 
develop from profits. This last set of firms might have stable employee own
ership because they do not need to dilute their stakes to attract investment 
capital. But employee shareholder rights are not expected in all scenarios. 

The Role of Trade Unions 

While employee shareholders have little formal power, their trade 
union organizations also seem to lack power. These data do not establish 
definitively whether the employee passivity and lack of power of the trade 
unions was caused by privatization or was merely a continuation of an ear
lier phenomenon. The surveys are based on interviews with senior man
agers. They may be biased in reporting on union-related issues. However, 
my tentative view is that the reported passivity is indicative of reality and 
does reflect the lack of autonomy of communist unions. The reasons for 
this position are as follows: First, senior managers are nearly unanimous in 
reporting this passivity throughout the country, and it covers several sectors 
of labor activity such as board activism and collective bargaining. Second, 
some managers have reported that the combination of falling employment 
(an average of 20% since 1991)  and inflation have made the remaining 
workers more compliant. Third, there are some preliminary indications 
that privatization has undercut trade union power because managers have 
moved to switch the ownership and payment for social benefits such as 
kindergartens and housing from the firm itself to workers or municipalities. 
Since some trade union power was drawn from control over the distribu
tion of these assets, this may be attenuating their power. Fourth, commu
nist trade u nions were state organizations that were appendages to 
state-owned firms. They mainly served as social service organizations which 
helped to distribute social benefits. They were "company unions" in the 
worst sense of the term. They had little independent power except for the 
brief period where they were allowed to elect the general director under 
Gorbachev. (The power to elect the general director is officially invested in 
the shareholder meeting under current Russian joint stock company laws. )  

Further Measures of  Employee Shareholder Rights 

What do we know about the way employee shareholders exercise their 
shareholder rights at the shareholder meeting aside from their relationship to 
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the board of directors? Shareholder meeting behaviors have been measured 
in detail and provide an excellent window on the employee role as sharehold
ers. Can measures of employee shareholder rights help clarify the situation of 
labor in these companies? Table 5 summarizes these data. 

TABLE 5 

Employee Shareholder Rights, December 1994. 

Employees Present at the Shareholder Meeting 
Method of Voting Shares at the Meeting 

Public 
Hand-raising in public 
Written with names 

Secret 

Average 

28% 

66% 

34% 

The Use of Special Registrar to Record and Register Sales of Shares 
y� �% 
No 42% 

If Trusts or Other Entities Exist to Collect Employee Shares 
In operation now 4% 
None exist 96% 

Median 

12.5% 

.35% 
31% 

The Person Who Votes Trust Stock Senior Manager 
If managers plan to establish a trust 3% 
Managers are thinking of establishing a trust 14% 
The managers that have no plans for trusts 83% 

How DifHcult it Would Be to Establish a Trust in the Opinion of Managers 

Very ea�y 17% 
Very difficult 32% 
Possible with effort 51% 

Proxy Voting hy Employees Average Median 
% of employees that gave proxies 
to others for the last shareholder mtg. SR% 62% 

The identity of the representatives which were chosen hy employees 
to cast votes using proxies at the last shareholder meeting: 

A manager 65% 
An employee 15% 
Unclear 20% 

Which manager was given the power to vote the proxies? 
General director 16% 
Other top manager 20% 
Other manager 29% 

Source: Russian Privatization Research Project, joint research of Joseph Blasi, Rutgers 
University, and Andrei Schleifer, Harvard University, 1994. 
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A close examination of the details of the shareholder meeting indicates 
that each and every component reflects tight management control of the 
process. Management restricts the presence of employee shareholders at 
the shareholder meetings using the manipulative methods in many compa
nies which are discussed below. Even if employees attend the meetings, 
they must vote their shares publicly. This works to prevent opposition to 
management since a subordinate would have to go against a manager pub
licly on an issue. If employees buy or sell shares, they must register these 
transactions in an official share register which is held by the general direc
tor. This is in violation of a government regulation that requires firms with 
more than 1000 shareholders to give this function to an independent share 
registry. Thus employees cannot confidentially buy and sell shares. Man
agement uses employee trusts whose votes they control to short-circuit 
employee voting rights in some companies. But surprisingly, they do not 
use this in most companies because it is not necessary. As the table shows, 
managers have succeeded in controlling the proxy voting process so that 
employees give proxies to management representatives to take to the 
shareholder meeting. 

Managerial control of shareholder mechanisms seems to be carefully 
constructed. The average 28% employee attendance (only 12.5% at the 
median) at the shareholder meeting noted is not simply a result of general 
employee passivity. It is the result of a careful plan in many firms. Many 
managers report that they stage-managed the meetings beforehand with 
the following "messages": 

• Top managers spread the word that it will be inconvenient to 
find a room big enough for all employees and shareholders. 
• Top managers instruct middle managers to organize "bush 
meetings" in their departments throughout the plant to "predis
cuss" issues at the shareholder meeting, elect delegates, and sign 
up proxies. 
• Top managers refuse to mail the government-required individ
ual shareholder information to individual employees but make 
one copy available on a bulletin board or in an office. 
• Managers take employee proxies to the meetings and stand up 
and vote in front of their boss. 

Originally, in 1992 many managers spoke about creating employee 
stock ownership trusts or other entities which would allow them to group 
and dominate the employee vote. I had predicted that employee trusts 
would emerge as sure formats of management entrenchment. That was 
wrong. It is partly to be explained by the failure to legislate such trusts. 
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Indeed, the general director-dominated employee trust was a central fea
ture-although it was hidden in the small print-of the two most threaten
ing legal challenges against the privatization program by insiders. Both 
attempts had a chance of succeeding. The first was the failed Option 4 ini
tiative in the winter of 1993. The second was Supreme Soviet Speaker 
Khasbulatov's failed employee ownership initiative in fall 1993. Both initia
tives attempted to legislate near total employee ownership as the dominant 
privatization method with an employee share trust whose voting rights 
were controlled by managers. (Details are discussed in Blasi 1994b. )  The 
research evidence indicates that employee trusts are not prevalent now. 
And most directors do not plan to set up trusts themselves. 

Why this apparent contradiction between the reality of management 
domination of employee ownership through informal control of proxies and 
their choice not to formalize the control through trusts they would set up 
themselves? (Remember, if legislated, the trusts would have been created 
at the state initiative, not their own.)  Top managers seem to believe that it 
is one thing to dominate employee shareholding through the subtle and 
not-so-subtle authority of the employer-employee relationship and the 
proxy, but it is quite another thing to formally go to each and every 
employee and compel them to put their shares in a legal trust controlled by 
the general director. This might provoke a backlash and make the general 
director a target of accusations of wanton and obvious domination. The 
control of proxies makes trusts unnecessary. 

Conclusions 

There is little evidence that majority worker ownership has resulted in 
rank-and-fi le worker control in these companies or any significant 
employee board representation. There is little evidence of the traditional 
influence of labor organizations, and there is no evidence that Russian 
trade unions are making any progress in organizing the extensive employee 
ownership in order to express employee shareholder rights. This last find
ing is probably a further indication of the lack of power and authority of 
labor organizations. For example, U.S .  unions such as the Airline Pilots 
Association, the United Steelworkers of America, and the Teamsters 
moved to quickly establish board representation and strong shareholder 
rights when they achieved significant employee ownership in companies 
where they had members. "Capital strategies" by unions are now a com
mon phenomenon in the U.S .  Certainly, many of these firms will restruc
ture and the ownership and governance will continue to change. The major 
question is what shape the industrial relations system of Russia will take. 
These findings serve as a preliminary indication. 
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Employee Participation i n  
Transitional Economies :  Evidence 

from Bu lgarian Managers 

DEREK C. JONES 
Hamilton College 

In the former communist economies both the extent of employee par
ticipation and the role that economic democracy might play in the new 
industrial relations are hotly debated. Some suggest that the typical firm is 
worker-controlled. 1 Since the dominant conventional wisdom is that worker 
participation in control has significant adverse economic effects (e .g. ,  
Hinds 1990; Frydman et  a!. 1993), i t  i s  a short step to attribute at least 
some of the usually poor economic performance of the postcommunist 
societies to the alleged consequences of these new patterns of corporate 
governance. By contrast, in part because of theoretical and empirical 
developments which find that democratic firms can sustain high levels of 
efficiency (e.g. ,  Ben-Ner and Jones forthcoming; Blinder 1990; Bonin, 
Jones, and Putterman 1993), more favorable assessments of the potential 
of democratic firms have also appeared (e.g. , Ben-Ner 1993). However, the 
available evidence on these issues is quite limited, often based on case 
studies or derived from small samples of firms that are not representative.2 

By using a large new enterprise-level data set, which spans the last year 
of the communist era as well as early transition and is representative of the 
underlying population of Bulgarian industrial state-owned enterprises 
(SOEs), this paper contributes to those debates. We focus on two issues. 
Our first concern is to develop ways of measuring differences and changes 
in employee participation (corporate governance) that are appropriate to 
an environment where formal ownership changes have been slight but 
where many believe that patterns of corporate control have changed con
siderably. Second, we examine whether there is any logic to the incidence 
of these patterns of employee participation across firms.  We continue, 
however, by first noting some of the important features of the relevant 
institutional framework.3 

Author's Address: Dept. of Economics. Hamilton College. 198 College Hill Road. 
Clinton. NY 13323. 
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Institutional Framework' 

In the former communist countries, all SOEs were viewed as operating 
within a command economy, and managers were the agents of the princi
pals of the Communist party. Another feature of this centrally administered 
model (usually enshrined in a labor code) was that employees had very lit
tle independent influence over decision making, though in principle there 
were two channels through which this might take place. 

The first avenue was through individual membership in trade unions 
and union-based bodies such as production committees . During the Zhiv
kov era ( i .e . ,  until November 1989), however, in practice the exercise of 
union "voice" through such machinery was quite limited. Unions had dual
istic functions, and union officials saw as their main task to act as a "trans
mission belt" for the policies formulated by the Communist party. Until 
1989 at least, attempts to modify the role of unions by, for example, pro
moting member involvement in achieving production targets did not pro
duce basic changes in employee participation (Petkov and Thirkell l988). 

However, the sweeping changes that began in Bulgaria in November 
1989 have triggered profound changes in labor markets and associated in
stitutional arrangements. Thus following the abandonment of the commu
nist union model, a plural union movement has emerged, and the former 
official unions have been transformed into new unions that are indepen
dent of the state (Jones 1992). In Bulgaria and elsewhere, the unions that 
have succeeded the official unions have often played important roles in 
shaping national policy (especially through various tripartite mechanisms) 
and have also begun to participate at company-level collective bargaining. 
It is conceivable, therefore, that in the changed situation, the influence of 
unions and union-based bodies has changed at the enterprise level. 

Provisions for a second channel of potential employee influence were 
contained in the Labor Code of 1986 which introduced firm-level struc
tures for worker participation. However, at least through the years preced
ing the collapse of the Zhivkov regime, this system of "worker self-manage
ment , "  in  practice ,  provided for quite modest degrees of worker 
involvement (Jones and Meurs 1991) .  Moreover, some of the provisions 
introduced in 1988 as part of Decree 56 contradicted elements of the labor 
code and reduced the degree of formal worker participation in manage
ment. 

These formal arrangements essentially continued in place during the 
balance of the period under study-i.e., through the end of 1992. As such 
and like other features of the transforming system of industrial relations in 
Bulgaria, the structures for and practices of worker participation contain a 
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curious mixture of some characteristics of the old system and some com
pletely new departures. While until 1989 it seems unlikely that such struc
tures did not provide for significant de facto worker influence at the enter
prise level, conceivably after the fall of Zhivkov and in the fundamentally 
new economic and political context, this might have changed. Indeed, 
some argue that today the de facto situation is such that the typical firm is 
worker-controlled (e .g . ,  Beleva and Jackman 1993. )  Moreover, similar 
views exist for other economies in transition (e.g., for Russia see Burawoy 
and Krotov 1992). 

Patterns of Employee Participation 

To measure the extent of employee influence in corporate governance 
in our unusual survey of firms5 and how this has changed during the period 
from 1989-1992, we asked respondents (top managers) to assess their per
ceptions of the influence of employees over diverse issues annually during 
this period. A six-point scale was used, with a 'T' representing a situation 
in which management decides alone (without any employee input); values 
of "2, 3, and 4" represent situations where management decides, though 
there was some small input from employees (e.g., by machinery for consul
tation or provision of information); a "5" represents a situation in which 
there is joint decision making; and a "6" indicates that workers are believed 
to decide the issue alone (there is no independent role for management). 
Our findings are reported in Tables 1 and 2. 

Section A of Table 1 indicates that throughout the period there has 
been a heterogeneous pattern of employee participation. There have 
always been firms that are perceived as having substantial worker influence 
(hereafter LMFs-codetermined of labor-managed firms with respondents 
answering "5" or "6"). Even in 1989 during the latter days of the command 
economic system (though the labor code formally provided for "workers' 
self-management"), about one in seven firms was a LMF. By 1992 this had 
increased to almost one in five. Equally there have always been firms in 
which managers perceive that employees have no influence (hereafter 
MCs, managerially controlled firms with respondents answering 'T')
about one in five throughout the period. But in most firms there was a 
modest degree of influence (hereafter Wis, respondents answered "2", "3" 
or "4")-some form of consultation or information sharing existed in about 
six in ten firms during 1989-1992. 

Table 1, section B, shows that patterns of employee participation were 
remarkably constant during 1989-1992. In more than 80% of cases, firms 
("stayers") did not switch their form of corporate governance during 1989-
1992. For those 19.6% of firms that did switch regimes ("movers"), in 
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TABLE 1 
Employee Participation in Bulgaria 1989- 1992 

1992 1989 

Levels of Worker Influence 

Labor managed firm (LMF) 19.9 15. 1 
Some worker influence (WI) 60.2 64.8 
Totally managerially controlled (MC) 19.9 20.0 

Sta�ers Movers 
Transition 

Always labor managed 1 1 .6 1 1 .6 
LMF-7Some WI 2.4 2.4 
LMF-7MC 1..'3 1 .3 
Always some worker influence 54.5 54.5 
WI-7LMF 6.4 6.4 
\Vl-7MC 4.3 4 . .  '3 
Always managerially controlled 14 .. '3 14.3 
MC-7Wl 3.6 3.6 
MC-7LMF 1 .5 1 .5 

Total 100.0 80.4 19.6 

1 1 .5% of all cases (i .e. , for 59% of movers), this was in the direction of an 
increase in the average degree of perceived participation in decision mak
ing by employees. But there are examples of transitions in all possible 
directions. 

Table 2 lists the incidence of different types of corporate governance by 
key characteristics with section A reporting findings by industrial sector. 
For the most part the findings mirror those for the whole sample. In all 
sectors the typical firm was one in which workers had moderate influence. 
This was the case in both 1989 and in 1992. But in all sectors during 1989 
and 1992, in at least one in ten cases decision making was perceived as 
being substantially influenced if not determined by the wishes of employ
ees. In 1992 the variation in the incidence of "labor management" was not 
high, with the biggest concentration of such firms in textiles, where a little 
over one in four firms was judged to be a LMF. Also in 1992, in all sectors 
there were MCs, usually about one in five firms. 

More surprising, perhaps, are the findings on levels of trade unionism 
(trade union density, TUD = number of union members/labor force) and 
types of corporate governance. According to Table 2, section B, there are 
no obvious associations between types of corporate governance and the 
extent of unionism (union membership/labor force). For 20% of firms clas
sified as LMFs in 1992, for example, trade union density was quite low 
(less than 40%). 



TABLE 2 
Worker Influence and Other Formal Characteristics: 1989-1992 

1992 1989 
Row Row 

LMF \VI M C  Total (#) LMF \VI M C  Total (#) 

Levels of Worker Influence by Industry: (Row o/o) z 
Food 23.3 53.4 23.3 15.5 ( 73) 22.2 58.3 19.4 15.4 ( 72) ..., 1:'1 
Textiles 27.9 50.8 21.3 13.0 ( 61) 23.3 53.3 23.3 12.8 ( 60) :;Ij 

z 
Wood/Paper 23. 1 53.8 23.1 8.3 ( 39) 23.7 68.4 7.9 8 .1  ( 38) � 
Engineering 10.9 69.5 19.5 27.2 ( 128) 14.2 74.8 1 1 .0 27.1 ( 127) 0 
Electronics 20.0 62.0 18.0 10.6 ( 50) 12.0 68.0 20.0 10.7 ( 50) z 

> 
Chemical 23.1 53.8 23.1 5.5 ( 26) 26.9 57.7 15.4 5.6 ( 26) r 
Nonmetal 27.8 50.0 22.2 3.8 ( 18)  44.4 44.4 l l . l  3.8 ( 18 )  ::2 
Mining 26.7 66.7 6.7 3.2 ( 15) 13.3 86.7 0.0 3.2 ( 15) 0 

:;Ij 
Other 19.7 63.9 16.4 13.0 ( 61 )  22.6 61 .3 16. 1 13.2 ( 62) :>": '"" 
Column Total(#) 20.0 60.1 20.0 100.0 20. 1  64.7 15.2 100.0 f;: 

(94) (283) (94) (471 ) (94) (303) (71 ) (468) () 1:'1 
1992 1989-1992 0 

Row Always Always Always Row 
1:'1 
3::: 

M C  MODERATE LM F Total (#) M C  Moderate LMF Total (#) 0 () 
:;Ij 

Worker Influence and Trade Union Density (Row o/o) > () 
Trade union density 21 .5 58.5 20.2 26.9 ( 139) 19.6 65.4 15.0 30. 1  ( 107) -< 

< 40 
40 < TUD < 80 17.1 64.5 18.4 35.0 ( 158) 13.8 74.8 1 1 .4 34.0 ( 123) 
80 < TUD 22.2 57.0 20.9 35.0 ( 158) 20.6 62.7 16.7 35.4 ( 126) 
Column total (#) 20.2 60.1 19.7 451 18.0 67.7 14.3 356 

(91 ) (271) (89) (64) (241 )  (51) L<> w <C 
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The Determinants of Types of Employee Participation 

While the rapid growth of various forms of employee participation and 
employee ownership around the world has been accompanied by much 
empirical work, in general, the reasons for the differences in employee par
ticipation have been examined only incidentally-for example, in studies 
primarily of the effects of employee participation on economic and indus
trial relations outcomes (e.g., see the reviews in Blinder 1990). In transi
tional economies it may be especially important to try to understand the 
factors that affect the extent of employee influence. Arguably, considera
tions of "institutional inertia" (e.g. ,  Murrell l991), mean that there will be a 
close correspondence between the extent of employee influence that infor
mally exists in firms before privatization and the initial extent of worker/ 
manager ownership that is initially adopted after the emergence of large
scale privatization. 

In considering whether there is any logic to the incidence of particular 
types of employee participation during the early stages of transition, we 
hypothesize that several factors, including the prospect of future privatiza
tion, potentially have affected decisions by both managers and workers as to 
which types of corporate governance to permit to flourish. One view is that 
LMFs are most likely to emerge in firms that are the most inefficient and 
have the most to fear from restructuring, including the gradual tightening 
of the effects of changes in the environment--e.g., the effects of demonop
olization policy. Workers will exert the most power when it is most impor
tant to insure against future layoffs. This "inefficiency" or greater vulnera
bility argument might be revealed in a number of ways including the degree 
of overmanning, poor and old quality of capital equipment, enterprise per
formance, the extent of product market competition, and the level of enter
prise debt. However, an alternative view argues that in potentially profitable 
enterprises well-informed employees might be expected to behave entre
preneurially. Realizing the future profit potential of their enterprise, they 
do their best to gain control of governance prior to privatization when they 
would also hope to assume large ownership stakes too. That is, in efficient 
or well positioned firms, LMFs are as likely to emerge as are MCs. 

In these preliminary exercises we test these hypotheses of the potential 
impact of current enterprise performance and future vulnerability for the 
choice of corporate governance by including variables for the current prof
itability of enterprises (two dummy variables for varying levels of profitabil
ity: DPERFl for whether or not gross profitability < 0 and DPEHF2 for 
whether or not net profitability > 0), the industrial sector (8 dummy vari
ables), product market concentration (the number of domestic competitors 
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(coMPET), the extent to which the labor force declined between 1989 and 
199 1  (oECLF) , the size of the finn (measured as the logarithm of the labor 
force, lnL), form of ownership (dummy variables for state or state-joint 
stock ownership [osjs] and independent cooperative ownership [ococll']) ,  
region (4 dummies), and trade union density (the number of trade union 
members over the labor force, Tuo) .  

To take advantage of the ordered nature of the discrete choices of the 
three different forms of corporate governance in 1992 ( LMF, moderate 
worker influence and MC) we estimate an ordered probit model (rather than, 
for example, multinomial logit models). While the ordered probit coeffi
cients are not easily interpretable, they can be used to compute the esti
mated effect of a unit change in an explanatory variable on the probability of 
being in each of the three types of employee participation. However, the 
sign of an estimated coefficient indicates the direction that the probabilities 
of being in each of the two "extreme" categories (no participation and sub
stantial worker influence) change when the independent variable increases. 
More precisely, a positive (negative) coefficient implies that the effect on the 
probability of a firm being classed as "worker controlled" varies directly 
( inversely) with the independent variable, while the probability of being 
classified as "no participation" is the opposite of the direction for worker 
controlled. Our preliminary evidence on these issues is reported in Table 3. 

These show that the extent of the decline in labor force (DECLF) has no 
significant effect on the type of influence that employees exerted in differ
ent firms in 1992. Also, at conventional levels of statistical significance, the 
kind of corporate governance does not appear to be affected by economic 
performance as measured by profitability (orERF1 , DPEHF2) or by trade 
union density (Tuo). 

The positive and statistically significant coefficient on the number of 
domestic competitors indicates that in more competitive situations there is 
a greater probability of firms choosing LMFs and a lower probability of 
firms choosing MCFs. This could be interpreted as providing support for 
the hypothesis that LMFs are more likely to be adopted in situations that 
are more vulnerable-i.e., future profitability is more likely to be eroded in 
situations where markets are less protected. 

Concerning the relationship between the form of ownership and the 
form of governance, the positive and statistically significant coefficient on 
the dummy for cooperative form of ownership indicates, unsurprisingly, that 
more democratic fonns of decision making are more likely to emerge than in 
cases in which firms are still state-owned (the omitted ownership case.) Also, 
the insignificance of the coefficient on DSJS indicates that corporatization of 
state-owned firms has no implications for the choice of governance. 
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TABLE 3 

Ordered Prohit CoefHcient Estimates for Types of Employee Participation 

TUD 0.0016 
(0.0027) 

LnL -0.1558 
(0. 1 12)•• • •  

DSJS -0. 1 737 
(0.259) 

COOP 0.735 
(0.400)" ••  

COM PET 0.0065 
(0.0035) • • •  

DECLF -0.0011 
(0.0020) 

DPERFl 0.1498 
(0.248) 

DPERF2 -0.0271 
(0.1735) 

Industry dummies y 

Regional dummies y 

Constant y 

Notes: Coefficient significant at 10% 
• • • • Coefficient significant at 15% 

The positive coefficient on size (lnL) also supports the hypothesis that 
LMF-type arrangements are more likely to emerge in smaller firms. How
ever, since the significance level is only 15%, the result must be treated 
with caution. 

Finally, a likelihood ratio test indicates that when considered as sets, 
neither industry nor regional dummy variables have significant effects on 
the choice of form of governance. However, sometimes there are individual 
industries that are significant. Thus our estimates indicate that relative to 
the omitted case of "other industry," in engineering there is a greater proba
bility of choosing LMF and a lower probability of choosing an MCF regime. 

Conclusions and Implications 

By using a large new probabilisitic enterprise-level data set, we report 
preliminary evidence on the nature and determinants of employee partici
pation in an economy in transition. Specifically, we report evidence for 
large Bulgarian industrial enterprises during the period from 1989-1992, a 
period when major economic and political changes were underway but for
mal privatization of large enterprises had barely begun. While for a variety 
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of reasons our results (especially the multivariate analysis) must be consid
ered as preliminary, our findings are as follows. 

On types of corporate governance we find that during the period 1989-
1992 employees in the bulk of firms have some, though a modest degree, 
of influence. As such, it seems that there is little support for the claim that 
SOEs in Bulgaria (and perhaps more generally in other former communist 
countries) typically are worker-controlled. Equally it is clear that there is 
substantial variation in types of employee participation (corporate gover
nance). There have been and continue to be firms in which employees are 
perceived to exercise the greatest influence and firms that are managerially 
controlled. In most firms, patterns of corporate governance have not 
changed much during the early stages of transition. For others change is 
evident, usually in the direction of a slight increase in employee influence. 
In the main these findings are similar to those based primarily on data for 
individual employees (rather than managers) and which sometimes use 
somewhat different measures. (Jones 1995). 

The second question we examine is the reason for differences in 
employee participation across firms. This issue has not been examined 
much for either transitional or nontransitional economies. For the former 
communist economies it may be especially important to try to understand 
the factors that account for variation in the extent of employee influence. 
The "institutional rigidities" that have been observed to date in patterns of 
employee participation might mean that after privatization the informal 
patterns of employee influence will simply be formalized. To examine the 
determinants of key types of employee participation (corporate gover
nance) across firms, exploratory ordered probit models were estimated. 
Some support for hypotheses that predict effects based on form of owner
ship, size, and the extent of competition was found. However, overall our 
findings do not provide much backing for the view that for individual firms, 
types of employee participation have systematic economic determinants." 
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Endnotes 

1 For example, for Bulgaria see Beleva and Jackman (1993) and for Russia, see Bura
woy and Krotov ( 1992). 

2 Studies that are mainly case studies include Burawoy and Krotov (1992) and Estrin and 
Richet (1993). Small sample studies include many undertaken by authors a!Hliated with the 
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World Bank, e.g., Commander et a\.(1993). One exception for the brmer communist eoun
tries is Jones ( 1993). In an econometric study of Polish industrial cooperatives, diverse 
forms of employee ownership are consistently found to have large productivity effects. 

·1 For information on the Bulgarian economy during the last years of the former com
mand economy and early transition, see Jones ( 1991) ,  AECD (1993), World Bank (1990-
91 ), Jones and Rock (1994), Bulgarian National Bank (1994) and Wyzan (1993). 

4 For more extended discussions of the these issues see Jones ( 1992) and I.L.O. 
( 1993). 

" Our data set is unusual both insofar as it is large and also because it is a probabil
isitic survey. The data were gathered using several instruments devised by the author in 
collaboration with Charles Rock and colleagues in Sofia. Information derived from two 
instruments is mainly used in this study: ( 1 )  the Bulgarian Economic Survey (BES) ,  
which collected standard economic data (wages, sales etc.); (2)  the Bulgarian Managers 
Survey (BM S), which gathered data from the managers of these firms (e.g., on their per
ceptions of patterns of enterprise governance). For more details on the data see Jones 
( 1995) and Jones and Ilayperuma (1994). 

6 As such, these results differ from a similar exercise, though one that uses richer 
data for perceived differences in influence across individual employees. See Jones and 
Ilayperuma ( 1994). 
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DISCUSS ION 

GEORGE STRAUSS 
University of California, Berkeley 

Here we have four very different papers, each drawing on a rich data 
bank. Blasi's is especially rich, a continuing panel study of the impact of pri
vatization in Russia. Of all of the East European countries, plant-level 
changes may have been most thoroughly studied in Bulgaria, and Jones has 
been involved in this project for some time. There has been no lack of Nor
wegian research, but the data base with which Hammer and her colleagues 
have been working is unrivaled in its comprehensiveness; there is no equiv
alent in the U.S.  Finally, Turner's ongoing studies of East German factories 
yield subtle insights that quantitative data alone might have missed. 

Perhaps the one thing these studies have in common is that they illus
trate the strength of systems. In Norway, management made fundamental 
changes, but without worker resistance. In Bulgaria there was a new politi
cal system, but in most cases management still ran the show. In Russia both 
political system and ownership were changed, but here, too, management 
still ran the show. The East German cases illustrate the possibility of trans
ferring an elaborate system of workplace governance, despite major 
changes in ownership, political system, and nationality. 

For advocates of participation these studies are not especially encour
aging. Only in Germany did participation make much difference. Perhaps 
most surprisingly, the highly developed participation system in Norway had 
little impact: the extent of participation was not related to the program suc
cess, and only a few workers were involved. Somehow this leaves me won
dering. Is there something missing here? Is the vaunted Norwegian form 
of participation only window dressing? 

The Bulgarian system of participation was not terribly well developed. 
Apparently, workers had substantial influence in only a few companies, and 
here they had some effect on wage levels and job security. Although the 
relationship between Russian management and their workers was appar
ently unchanged, these managers were freed from ministry and party con
trol. How was this handled? What difference did this make? 

Author's Address: Institute of Industrial Relations, University of California-Berkeley, 
Berkeley, CA 94720. 
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I have a few questions as to methodology. In  the Bulgarian case, top 
managers were asked "their perceptions of the influence of employees over 
diverse issues." Was this one question or several? Did managers differ as to 
their perceptions, depending on the issue? By "worker influence" did 
respondents mean individual workers, unions, or the various representative 
participation structure provided by law? Apparently, there was a single 
respondent per enterprise, in each case a top manager. These may well 
have been biased. Possibly, they deluded themselves that they still retained 
power or at least were unwilling to admit their loss of power to outside 
social scientists. Alternatively, in some contexts participation is viewed as 
socially desirable-something a good manager should practice. In these 
circumstances managers may exaggerate the extent of worker influence. 

In a companion paper to the one presented here, Jones reports on 
employee responses. There are some substantial differences in perception 
between employees in this second study and managers in the first. Further, 
workers' perceptions seemed to differ considerably among themselves. 
And these differences seem to be correlated more closely with demo
graphic variables such as age and education than with plant organizational 
variables. The Norwegian study asked questions of both management and 
labor. Here, too, there were considerable differences in perception. The 
correlations between managers and worker representatives average .3, not 
very high. 

In short, the answer to the question-a rather fuzzy question-"how 
much influence do you have?" depends on both what's in the real world 
and what's in the respondent's mind. What kind of impression is the 
respondent trying to make? What is the respondent's point of comparison? 

All this is to stress the limitations of survey questionnaires, especially 
those administered at one organizational level. Studies based on survey 
findings alone leave out much that is interesting. Multiple case studies 
such as Turner's illustrate dynamics and subtleties which surveys often 
miss. But case studies have weaknesses of their own. A combination of 
methods is often best. 



IX. CREATIN G H IGH-PERFORMANCE 

WORKPLACES 

Applyi ng Lessons from the 
German Apprenticesh ip System 

i n  Austi n ,  Texas 

ROBERT W. GLOVER 
University of Texas at Austin 

The German apprenticeship system has attracted the attention of 
American policy makers because it has demonstrated the ability to produce 
high skills in a majority of German youth while conferring recognition and 
status to a wide array of occupations not requiring university training. Fully 
two-thirds of all young people completing secondary education in Germany 
enter apprenticeships. About 90% of them will complete training, pass 
their comprehensive examinations, and obtain credentials. High propor
tions of German firms offer apprenticeships, and the ratio of youth to adult 
unemployment in Germany is among the lowest of any nation in the world. 
Apprentices must find their own training slots, with information and coun
seling assistance provided through occupational information centers 
(Berufsinformationszentrum) operated by the public employment service 
(Arbeitsamt) .  Training is offered in about 375 apprenticeable occupations 
under standards agreed to nationally by industry. These standards outline 
the scope and duration of training, the duties and tasks of the occupation, 
and provide a curriculum outline and a common framework for the assess
ment of skills in examinations. 

Officially entitled the Dual System, German apprenticeship derives its 
name from the fact that training is provided in two locations-in firms that 
provide practical instruction and in vocational schools (Berufsschulen) 
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which offer related theoretical instruction. Apprentices usually spend one 
or two days in the vocational school and the remainder of the week with 
their firms. A portion of the time with the firm may be spent in interfirm 
workshops. These special industry facilities, most of which were built with 
federal subsidies, are operated by the German Chambers. Instruction at 
the interfirm training centers is especially helpful for smaller firms that are 
unable to offer the full range of the required training in a given occupation 
at the worksite. 

Many Americans have made study trips to examine European ap
proaches to occupational training for youth. Several of these trips have pro
duced thoughtful reports, and a growing body of competent publications is 
available in English regarding the German dual system (e.g., Munch 1994; 
Partee 1991;  and Hamilton 1990). 

In its community partnership to implement a school-to-work system, 
Austin, Texas, is moving beyond the study trips and reports to incorporate 
lessons from Europe by developing more continuous and meaningful con
tact with our European partners through establishing training exchanges 
and making direct use of the training expertise and advice of experienced 
European training officials. We also have invited European professionals to 
advise us and to work with us in developing the system. In spring 1995, a 
Swiss apprenticeship expert who works with Zurich banks will move to 
Austin to work with us. 

Gleaning Lessons from Abroad 

At the outset, I should point out Austin does not aim to replicate the 
German education and training system. Clearly the United States cannot 
adopt the German approach wholesale, nor should it want to. Germany's 
education and training system is embedded in a set of cultural practices 
that will not transfer  well to American soil. In perhaps the most widely 
cited example, Germany uses a three-track system in lower secondary 
schools that most Americans find unacceptable because it forces youths to 
make a choice about their future even before they become teenagers. 
Rather than trying to replicate the German system, a better approach is to 
identifY essentials that underlie the German approach and to find appro
priate ways to adapt them to practices in the United States. 

One of the key principles on which Austin reached early agreement was 
to learn from the experience of others. The Mayor's Task Force on Appren
ticeships and Career Pathway Programs for Austin Youth especially recom
mended making good use of Austin's sister city relationship with Koblenz. 
Biannually since 1989, Austin has sent a delegation of elected officials, edu
cators, and representatives from industry and the community to Koblenz, 
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Germany. These one-week visits have often included a stop at the facilities 
of the Chamber of Small and Medium-Sized Firms and Crafts (Handwerk
skammer-Koblenz). The 1994 delegation of 33 persons-the largest sent to 
date-focused its tour on the dual system, visiting schools, training facili
ties, and firms. 

A primary focus of our sister city relationship has been on creating 
youth exchanges. Several educational exchanges have blossomed between 
schools in the two cities, ranging from a double-degree program between 
the Graduate School of Business at the University of Texas at Austin and 
the School of Corporate Management in Koblenz to visits between primary 
school students and educators at the Schenkendorf Primary School in 
Koblenz and Austin's Summitt Elementary School, as well as increasing 
electronic connections through the Internet. Presently we are building on 
the sister city relationship between Austin and Koblenz to offer German 
apprenticeships for Austin teenagers in collaboration with the Chamber of 
Small and Medium-Sized Firms and Crafts (Handwerkskammer-Koblen;:;). 

In addition, with funding from the German Marshall Fund of the 
United States through the Center for Learning and Competitiveness, the 
Greater Austin Chamber of Commerce sponsored a Comparative Learning 
Team sent to Switzerland, Germany, and Denmark to examine governance 
and finance of apprenticeship. The team found most impressive the large 
scale of European apprenticeship, its systemic approach, and the responsi
bility that industry widely assumes jointly with schools for the professional 
development of youth (Center for Learning and Competitiveness 1994). 
European planners start by calculating need and assemble resources to 
meet that need; in contrast, Americans typically begin by examining avail
able resources and calculate how many can be served with these limited 
resources. Whereas Europeans develop systems to serve all people, Ameri
cans design limited programs to serve special populations whose needs were 
used to justify the expenditure of public funds in the first place. Americans 
attempt to conserve public funds by reserving eligibility for services only to 
"deserving" individuals who can demonstrate the need for them. As a result, 
American programs often are stigmatized and balkanized into numerous, 
inflexible, overlapping, duplicative, narrow efforts for separate populations, 
which have uneven coverage and inadequate overall resources available and 
serve neither the needs of trainees nor employers very well. 

In another effort to understand essentials, we have asked our German 
colleagues to identify the key components of their system for us. The 
results have been thoughtful and challenging. Karl-Jiirgen Wilbert, Execu
tive Director of the Koblenz Chamber of Small and Medium-Sized Firms 
and Crafts, emphasized that the provision of knowledge and skills is linked 
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to required job experience; the vocational training is proximate to the 
worksite; the on-the-job training is provided with state-of-the-art equip
ment and under real life conditions; access to the dual system of vocational 
training is open to all; upon completion of the vocational training, the 
young person is a certified skilled worker and can enter the workforce 
immediately; and the contents and requirements of the training are geared 
to subsequent vocational mobility and a willingness to undergo further 
training (Wilbert 1993) .  Wilfried Prewo, Executive Director of the 
Hanover Chamber of Industry and Commerce, emphasized three themes 
in his response: 

First, you must have a private-public partnership with clear-cut 
responsibilities: the training companies must be in the driver's 
seat and be willing to lead. The government should have its hands 
off the steering wheel; it should pave the way by setting national 
standards and grease the wheels with tax credits and, on the state 
and local level, provide vocational schools. Chambers of com
merce or other forms of private-industry councils should act as 
catalysts, organizing the joint effort of companies and mediating 
between the private and public sector. Second, the system must 
be work-based: in the mix of school-based and work-based learn
ing, two-thirds of the apprentices' time should be spent in the 
workplace. Lacking workplaces, you must simulate them per
fectly. Trainees must be treated as employees, not students. Third, 
you must build a system: aim for a system and not for just another 
program. And bring it up to scale fast with a highly generous tax 
credit for companies that start training (Prewo 1994:18). 

Origin and Purpose of Austin's School-to-Work System 

Austin's efforts to improve school-to-work opportunities trace back to 
1991 with various waves of activities, beginning with pilot programs under
taken by the Greater Austin Chamber of Commerce through its School-to
Work Transition Committee. In May 1992, the Austin Project, initiated by 
Walt and Elspeth Rostow, was launched to mobilize the Austin community 
to eliminate poverty through strategies of investing in families and youth. 
Developing paths into work and professional life is an essential component 
of the project's ambitious effort to invest in youth on a continuous basis 
from the prenatal period through the entrance into work at a scale that 
meets the needs, emphasizes prevention, and engages the participation of 
the neighborhoods involved. 

Greater impetus for learning from our German partners came in a third 
wave of initiatives stemming from the efforts of Austin Mayor Bruce Todd in 

. 
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March 1993. Todd had just returned from an exchange visit to Koblenz, 
where he reviewed the work-force development system, especially its initial 
training system for youth found in the dual system. What he observed 
impressed him deeply, and he resolved to use his influence to establish an 
Austin equivalent to the German apprenticeship system. Todd made improv
ing school-to-work transition one of his three priority goals for the new city 
council beginning in June 1993, and he called on the Greater Austin Cham
ber of Commerce to work together with the city to implement a system of 
school-to-work opportunities in Austin. In collaboration with chamber offi
cials, he convened the Mayor's Task Force on Apprenticeships and Career 
Pathways for Austin Youth, chaired by Sharon Knotts Green of Motorola. 

Over the following year, the task force interviewed students and busi
ness leaders and investigated practices in other localities across America 
and in other nations in order to gain a better understanding of the issues. 
Both the executive director and the deputy director of Handwerkskammer
Koblenz made visits to Austin to observe representative programs and com
panies, to review existing school-to-work pilot activities, and to offer 
advice. By the time the new city council was in place, the task force had 
produced an interim report which outlined agreement on a dozen princi
ples and raised several questions for subsequent study. The mayor and the 
city council responded by allocating $200,000 in seed monies under the 
Opportunities for Youth Program in the 1993-94 city budget. 

By spring 1994, the task force, working closely with the Greater Austin 
Chamber of Commerce, reached consensus to form a new industry-led, 
self-governing, nonprofit corporation entitled the Capital Area Training 
Foundation (Mayor's Task Force on Apprenticeships and Career Pathway 
Programs for Austin Youth 1994). The mission of the Capital Area Training 
Foundation is to promote regional workforce development and to guide 
and support the establishment of a school-to-work opportunities system 
across the capital area. To foster industry-level collaboration, the training 
foundation has affiliated steering committees organized in each of Austin's 
major industry sectors. Small amounts of monies are made available to the 
steering committees to help them to put their ideas into action. 

The city of Austin has important roles in this endeavor. The Austin City 
Council provided the initial seed money to begin the Capital Area Training 
Foundation as an independent entity. Secondly, the city has a voting repre
sentative on the board of directors to help ensure that public interests are 
served. Thirdly, as an entity with ten thousand employees of its own, the city 
of Austin is an important participating employer itself. Finally, the mayor has 
convened several of the industry groups. We have been pragmatic and oppor
tunistic about organizing the steering committees, recognizing that there is 
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no "one best way." Generally, industry steering committees have been orga
nized through the chief executive officers or local managers whose support is 
vital to success. Steering committees are composed of small executive-level 
groups concerned primarily with strategic issues. Depending on the needs 
and preferences of the industry, various subcommittees and temporary spe
cial purpose task forces have been formed to accomplish specific tasks. 

The design of the Capital Area Training Foundation and the region's 
school-to-work system have several unique features and advantages. By 
establishing a self-governing, industry-led institution concerned with the 
preparation of entry-level workers, the foundation aims to mobilize indus
try to become an active partner with schools in the formation of future 
employees. After all, those who know most about an industry's needs-rep
resentatives of the firms and workers themselves-are in the best position 
to make decisions regarding initial preparation of the industry's work force. 
The training foundation and its steering committees offer considerable 
advantages over traditional approaches to involving industry in vocational 
education, especially voluntary advisory committees. 

Most of all, this initiative eventually aims to improve the preparation of 
a majority of Austin's youth by engaging them in learning, connecting 
learning in school with applications in the real world, and providing incen
tives to motivate students who are weary of conventional approaches to 
instruction-through communicating more clearly what is required for 
success in the modern workplace; building hope for youth who see no 
attractive futures for themselves; and making these hopes real by creating 
clear, direct, and immediate paths into work and further learning. 

Global Learning through International Training Exchanges 

As an integral part of its school-to-work initiative, Austin is developing 
international training exchanges for its youth. The idea for Austin's initia
tive in this arena began with a generous and ingenious offer made in June 
1994 by Karl-Jurgen Wilbert, Executive Director of Handwerkskammer
Koblenz, to place Austin youth into regular German apprenticeships 
preparing to work in occupations of their choice. The Austin youths will 
serve in accelerated apprenticeships lasting from two to two-and-a-half 
years. They will be employed by German employers as regular apprentices 
and take related instruction in schools and interfirm workshops with Ger
man apprentices. They will take the regular final comprehensive examina
tions, and those who pass will receive full German credentials. 

In August 1994, the Mayor's Task Force on Apprenticeships and Career 
Pathway Programs for Youth began recruiting interested high school gradu
ates who were no older than 20 years of age. Applicants and their parents 
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were interviewed by a screening panel of representatives from the Austin 
business community, the school district, and the Austin-Koblenz sister cities 
program. The initial group of Austin youths selected began their apprentice
ships in January 1995 in a variety of occupations, including machine builder, 
steel fabricator, electrical installer, automobile mechanic, automobile electri
cal technician, baker, cabinet maker, and carpenter. Special arrangements 
for language training and any other needed tutoring will be made by the 
Handwerkskammer-Koblenz. A monthly fee of 100 OM per apprentice for 
administering and monitoring training contracts, normally paid by German 
employers sponsoring apprentices, will be funded by Austin. 

Arranging for living accommodations has presented a more significant 
challenge than placing the youths as apprentices with German employers. 
If the costs of room and board are paid in cash rather than contributed, the 
expenses may run as high as $7,000 per year per apprentice. The cost of 
housing and food are above most apprentice-training stipends. Indeed, this 
is why most German apprentices live with their parents or relatives. 

What benefits does such an apprentice exchange offer Austin? First, it 
provides Austin teenagers access to serious occupational training as well as 
all the benefits of studying internationally. Second, it offers rich opportuni
ties for comparative learning. The program provides Austin with a direct 
window to view the day-to-day operations of the German dual system 
through the eyes of our youth. We plan to organize a campaign to raise 
funds and contributed frequent flyer mileage to bring back our apprentices 
once a year during their holiday periods or summer break. In return for 
these airline tickets, the apprentices have agreed to make presentations 
about their experiences in Koblenz and the training they are receiving. 
Third, this unusual high-profile initiative provides opportunities to educate 
Austin employers, parents, students, teachers, the media, and the general 
public about the approach that the Germans take to professional formation 
of their youth. We are organizing teams of Austin employers in each of the 
chosen trades to review and monitor the training to help ensure its rele
vance to the Austin labor market so that the youths will have job opportu
nities in their fields on their return to Austin. This arrangement offers 
important side benefits in getting Austin employers acquainted with the 
German approach to the professional formation of youth. Fourth, it 
strengthens motivation for language learning. Youths who never performed 
well in school in English courses are now excelling in foreign language 
training, and we have found new allies for our school-to-work endeavors 
among Austin's foreign language teachers. Finally, our global learning ini
tiatives will raise the status of our new vocational-technical training and 
help distinguish it from traditional efforts. 
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Conclusion: Implementing German Apprenticeship with a Texas 
Accent 

American schools will require significant improvements to keep up 
with the challenges of global competition, but we must not wait for schools 
to improve before building and strengthening work-based learning. Ameri
can employers tend to demand that schools perform before they will hire 
youth. This approach contrasts markedly with employer attitudes in other 
nations where the professional development of youth is viewed as a joint 
responsibility. As much as schools need to improve, American firms like
wise need to adopt high-performance practices to keep up with the de
mands of international competition. The move to high performance neces
sarily involves an increased focus on learning and training generally. In  
short, American learning systems at school and at work need to be im
proved simultaneously and meaningfully linked. 

Building a meaningful school-to-work system is a long-term endeavor, 
for it implies significant changes both in school instructional practices and 
in hiring and training practices of youth. It is also an incremental process. 
We should not tackle more than we can accomplish well; maintaining qual
ity and making continuous improvements are key considerations. We need 
to work at · it, being alert to new opportunities and points of leverage for 
exten�ing and improving structured work-based learning. In  this process 
no single model can be imposed on all industries and all youths. A better 
strategy is to offer industry a menu of options for providing structured 
work-based learning to students and educators in various forms. Options 
include short-term projects devised collaboratively by industry profession
als, teachers, and students that emphasize group learning processes, inter
disciplinary learning, and the application of academic knowledge acquired 
in school. Other useful options include learning-rich summer jobs and 
other work-based learning, community service learning opportunities, as 
well as designs and devices to integrate school and work that have not yet 
even been invented. Career academies, school-based enterprises, and tech 
prep programs can provide platforms to connect schools with industry and 
to develop pathways into careers. Most of all, as the Germans have shown 
us, we need to develop training options for youth that bring them to full 
qualification to work in an industry. 

Austin wants to install the essentials of the German apprenticeship sys
tem without its rigidities. We will emphasize ( 1 )  work-based learning and 
its integration with school-based learning, (2) acceptance by industry and 
schools of joint responsibility for the professional development of youth, 
(3) providing teenagers with access to serious occupational training, and ( 4) 
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continuous funding for the system from local sources based on the key 
principle underlying the financing of German chambers; namely, use the 
authority of government to raise the funds but maintain decisions in pri
vate hands. 
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Through much of the last decade workers and firms in the U.S. have ex
perienced the sometimes wrenching trauma of integrating into the global 
economy. Amidst these far-reaching transformations, a central challenge 
has been to define the route to a high-skill, high-wage economy (Krugman 
1994; Mishel and Voos 1992; Reich 1991) .  Much debate has centered on 
the comparative advantage of U.S. manufacturing, in general, and the qual
ifications of U.S. workers, in particular, with a focus on new ways of orga
nizing work ( Brown, Reich and Stern 1993; Marshall and Tucker 1992). 

This paper looks at two examples of what are often referred to as 
high-performance workplaces (HPWs) in the auto industry: the Saturn 
complex on the outskirts of Nashville, Tennessee, and the Chrysler Jeffer
son North plant on the east side of Detroit. Although the plants are new, 
both rely on older, experienced workers in a unionized setting. The average 
age of the Saturn workers-all recruited from GM plants-was 40, while 
the average age of the initial Chrysler workers-veterans of a now demol
ished plant on the same site-was 54. As a result, the plants faced the com
bined challenge of a start-up operation and retraining a highly seasoned 
workforce. 

While on the surface these plants employ aspects of "lean production," 
industrial practices inspired by Japanese manufacturing firms, their actual 
operation departs from the lean production model (Womack, Jones, and 
Ross 1990; Parker and Slaughter 1988). For one thing, almost all Japa
nese-owned auto plants built in the U.S. in the 1980s-often referred to as 
"transplants"-sought a young, nonunion workforce without previous auto 
industry experience. For another, even a unionized transplant such as New 
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United Motor Manufacturing, Inc. (NUMMI) in Fremont, California, re
lies on tighter supervision and control such as "great discipline in the defi
nition and implementation of detailed work procedures" (Adler and Cole 
1993:85) .  

The study probes a number of questions of central relevance to the 
transformation of U.S. manufacturing: What new approaches to organizing 
work effectively utilize the talents of an experienced workforce? What are 
the conflicts inherent in new ways of organizing work? What is the role of 
the union? How do workers feel about these workplace innovations? Our 
preliminary findings pointed to three interrelated themes that contributed 
to the plants' success: 

l. Experienced workers . High levels of existing skill and experience 
proved instrumental in debugging a new product and complex production 
process. The notion that older workers are a barrier to change proved more 
stereotypical than accurate. 

2. Autonomy. The ability for workers to participate effectively on the 
shopfloor was aided by increased worker autonomy compared to conven
tional or lean production plants. Neither Chrysler nor Saturn have tradi
tional first line supervisors and both have elected team leaders. 

3. Unionized status. The effective exercise of autonomy was strongly 
dependent on the presence of a union, although the model was different in 
both settings. At Saturn the union was integrated into the operation of the 
plant, at Chrysler a more traditional union followed a participative route. 

Two additional themes are worth pointing out. First, job security is piv
otal to the changes taking place. At Saturn it is explicitly guaranteed in all 
but extreme circumstances; at Chrysler it is implied by a hot-selling and 
highly profitable vehicle. Second, a more participative approach does not 
mean the absence of conflict. At Saturn considerable conflict exists over 
future directions , and at both plants tensions are apparent over the 
demanding nature of auto assembly work. Moreover, the experience of 
these two plants underscores the flaws in using a checklist approach to 
evaluating new forms of work organization. While the presence or absence 
of new organizational forms such as teams may be important, the ways in 
which the teams actually function and a production system operates in 
practice is central to evaluating the content of new approaches to organiz
ing work. 

Background 

A team of three to four researchers visited each site twice: for two days 
in May and seven to nine days in July and September 1994. We had excel
lent access in both plants and spent much of our time talking to shopfloor 
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managers, union representatives, and workers, as well as attending produc
tion meetings and observing operations on the shopfloor. At Saturn we 
spent two and a half days working on the line in the body shop and final 
assembly, talking to people during breaks, attending team meetings and, 
not incidentally, welding center pillars. We formally interviewed about 60 
workers in each plant for about 45 minutes each. 

The sprawling Saturn complex, a $3.5 billion investment producing 
engines, transmissions, plastic parts, steel stampings, and assembling the 
final vehicle, began producing cars in mid-1990. Despite its decidedly rural 
location, thirty miles south of Nashville, all the 6,000 or so United Automo
bile Worker (UAW) members are GM veterans, many from urban plants in 
the North. The plant hired its first several thousand workers after an exten
sive selection process from a pool of all GM workers; since late 1990 Sat
urn has recruited from a narrower pool of laid-off G M workers and, for a 
period, G M workers whose plants had permanently closed. About 27% are 
African American or Latino and 22% are women. The plant was scheduled 
to build about 300,000 cars in 1994. 

The Chrysler Jefferson North Plant anchors Detroit's shattered east 
side, where commercial and industrial activity virtually has ceased to exist. 
Chrysler built the plant on the site of the 80-year-old Jefferson plant which 
closed in 1990. To ensure the new plant was built in Detroit, the union ac
cepted a Modern Operating Agreement (MOA) emphasizing managerial 
flexibility and employee input. The new plant opened in 1992, staffed by 
workers from the old plant who had an average age of 54 and 26 years 
seniority. Since many of these workers are now approaching retirement-
85% will have 30 years of service by 1996--the plant has a workforce in 
transition: a highly experienced group of workers as well as new hires with 
no auto experience at all. In May 1994, over 70% of production workers 
were minorities, mostly African American, and about 8% were women. 
The plant expects to build about 270,000 Jeep Grand Cherokees in 1994. 

At the time of the study the two plants faced different prospects. Sat
urn was under considerable pressure both from General Motors and the 
International UAW. GM,  experiencing severe financial problems with its 
North American operations, was pressing hard to increase profits and seek
ing to integrate Saturn into its other small car operations, a perspective 
Saturn partisans felt threatened the unique character of the enterprise. 
The International UAW felt that in its present form, Saturn came danger
ously close to enterprise unionism. Moreover, critics both in the interna
tional and in the local were seeking to renegotiate the Saturn contract both 
for Saturn's sake and to avoid undermining the national agreement. In 
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contrast, Jefferson was a source of considerable revenue for Chrysler on a 
high-profit, hot-selling product. 

The quality at both plants is high. Saturn scored fifth on J.D. Power and 
Associates Initial Quality Survey for new cars in mid-1994; by a different 
measure-"conditions" per vehicle-Chrysler approaches the segment 
leader in sport utility vehicles, the Toyota 4-runner, according to the Jeffer
son North quality manager. The productivity issue is more complex for Sat
urn. By some measures it takes 27 hours to assemble a Saturn compared to 
20 or so hours for a Honda Civic, a major gap in the hotly competitive small 
car segment. Important elements of this difference, however, reflect factors 
beyond the plant's control rather than the efficiency of the production 
process itself. Saturn, for example, has an unusually complex design-plas
tic panels on a steel "space-frame"-which adds about 4 hours to assembly 
time, yet provides an important competitive advantage. Productivity on the 
Jeep Grand Cherokee is considered good for its segment. 

The Structure of Work 

Saturn has arguably the most extensive worker and union involvement 
in production decisions of any major firm in the U.S. in what both the com
pany and union refer to as "the partnership." Three principal channels exist 
for this input: the joint partnership arrangement itself, a work training cen
ter that includes the participation of workers in the design process, and the 
teams on the shopfloor. 

As part of the partnership at Saturn, the union sits on the Strategic 
Action Council (SAC), where long-range decisions are made, as well as on 
the Manufacturing Action Council (MAC), where more immediate produc
tion questions are decided. Beyond this participation, most line managers 
as well as many support staff-a total of close to 400 people-are paired 
with a union counterpart. The exact division of duties varies according to 
area and the individuals involved, but in all the cases we observed, it was 
rare for either person to make a major decision without the input of their 
counterpart. The union-appointed rep, often an elected union official in a 
previous plant, generally sought to include input from the shopfloor in 
manufacturing decisions. Moreover, union-appointed reps are present at 
virtually all planning and operational meetings throughout the plant. Some 
people we spoke with complained about seemingly endless rounds of 
meetings, and the emphasis on consensus at Saturn clearly slows decision 
making. The benefit of the process, however, is stronger and more in
formed support for decisions once they are made, thus speeding imple
mentation. 
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The second major avenue for worker input is the Work Development 
Center, a facility adjacent to the plant which concentrates on improving the 
production process through training and worker involvement. Consider 
door assembly. Saturn has two hourly workers from this area permanently 
stationed at its engineering center in Michigan to provide continuing input 
on future model changes. While we were at the plant, 30 workers-termed 
"future model champions"-from all the teams in the door area spent two 
days in Michigan designing the process for building the 1996 doors, a 
major design change. Finally, 45 minutes of overtime had been authorized 
for all 300 or so people in the door area to provide input at the center on 
changes to the assembly process. This input is based on extensive produc
tion experience as well as ongoing training. All Saturn workers devote 
about 5% of their annual hours or 92 hours to training. 

At Chrysler the formal organizational structure is more conventional. 
The major difference with a traditional plant is that the union is included 
in key meetings and informed, before the fact, about production decisions. 
"We kind of lead, they kind of follow," according to the plant manager, "but 
at least they are open-minded about it." Moreover, union representatives 
participate on a number of advanced planning committees for future mod
els. The Chrysler model is also built on extensive initial training, although 
far less on-going training than Saturn. 

Integrating Skill and Experience on the Shopfloor 

Both Saturn and Chrysler organize production into work teams with 
few classifications and a number of other important similarities. Underly
ing team performance is a strong quality ethos among the workers, many of 
whom have experienced some of the worst economic ravages in the auto 
industry's history. The teams at Saturn include from 12 to 15 workers; at 
Jefferson they are somewhat larger with 20 to 25 members. The elected 
team leader serves a three-year term at Saturn and a one-year term at 
Chrysler and is recallable when necessary. Elections define the relationship 
with team members in a much different way than if the position were 
appointed, as it is at almost all the transplants. "If a guy becomes too 
aggressive, too strong, getting the people to follow the rules too tight, [the 
team] can vote him out on the next Wednesday's meeting and he's gone," 
according to the assembly center manager at Jefferson North. The body 
center manager added, however, that "I couldn't handpick my team coordi
nators better than the hourly people did." Teams at both plants also carry 
out many managerial functions such as overtime equalization. 

Saturn has eliminated the position of first line supervisor and Chrysler 
is moving in that direction, unlike the transplants which place a heavy 
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emphasis on the role of the first line supervisor. At Saturn, for example, the 
first level of management is the operations module advisor, where a man
ager and a UAW-appointed counterpart are responsible for about 150 peo
ple. At Chrysler the first level of supervision is an area coordinator, compa
rable to a general forem an in a conventional plant (Jefferson retains 
"facilitators" who have some of the duties of a foreman but without discipli
nary powers) .  The elimination of first line supervisors is popular both at 
Saturn and Jefferson North. "Workers are able to work with more free
dom," according to the shop chairman at Jefferson. "In the old plant you'd 
have supervisors constantly standing over you watching you every second." 
Instead of going to a foreman, a worker at Chrysler maintained "we can talk 
to a person within our group--{)ur team coordinator-it makes a big differ
ence." As a result, many functions are pushed down to the team or team 
leader because an intermediate authority such as a first line supervisor does 
not exist. In contrast, Nissan has a supervisor for about every 20 workers, 
and NUMMI has one for every 18 (Rubinstein, Bennett, Kochan 1993). 

Beyond these similarities, important differences exist between Saturn 
and Chrysler. While both plants push decision making closer to the 
shopfloor, the Saturn teams are more autonomous and have greater 
responsibilities in areas such as budgeting; the Chrysler teams operate 
more informally with a greater emphasis on personal interactions than for
mal problem solving. At Saturn the team itself works through many prob
lems as a group, effectively utilizing a weekly 47-minute team meeting (a 
practice temporarily discontinued recently to increase production). At 
Chrysler there is a 15-minute weekly team meeting and more decision
making responsibility tends to fall to the team leader rather than the team 
itself. 

At Chrysler much of the success of the plant is related to a good com
pany-union relation and the value of an experienced workforce, rather than 
the formal functioning of the teams themselves. "The relationship we have 
here is very, very positive and very open," according to the plant manager. 
Plant-level union leaders echoed that assessment. The skill and experience 
of the workforce proved pivotal in launching the new model, a complex 
vehicle that Chrysler had a lot riding on. "I know it tremendously impacted 
the plant when we launched," according to the assembly center manager. 
"There's a lot of tweaking you do in any car plant, and if you don't know the 
tricks of the trade, the short cuts, it makes life very tough." 

The length of the team meeting is itself a limit on much activity beyond 
sharing information and announcements. "Fifteen minutes doesn't give 
them a lot of time to problem solve," according to the body center man
ager. He maintains, however, that "their interactions through the day is 
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really what's positive, the on-floor time." The teams build on the coopera
tion of informal work groups, in some cases soliciting considerable informal 
input. In many other cases, however, the input is clearly more limited 
among older workers, particularly those nearing retirement. Many of these 
workers are committed to doing a good job but not anxious to participate in 
formal problem solving or team activities. As a result, a wider range in the 
effectiveness of teams exists than at Saturn. 

Other important differences exist between the teams' operations. At 
Saturn extensive rotation among jobs takes place, and the teams them
selves decide the pattern. At Chrysler little formal rotation takes place, and 
seniority generally determines job assignment. In addition, skilled trades 
workers at Saturn have their own teams, having opted out of the produc
tion teams, while at Chrysler, skilled trades do not participate in teams at 
all. 

The high level of skill and experience in both plants leads to much less 
reliance on formal, programmed work sheets, which some observers have 
argued is at the heart of the lean production model. Instead, workers are 
given more latitude to make informed judgments based on their experi
ence, preferences, and an understanding of basic procedures that must be 
adhered to. In some ways, the pattern may be more similar to what Japa
nese firms do in Japan than in their U.S.  plants. Automotive News observed 
that the Toyota Georgetown, Kentucky, plant relied "heavily on written, 
standardized work procedures that told new workers how to do each func
tion and inspect for quality" (1994: 19) . Fujio Cho, former chief executive 
officer of Toyota's U.S. operations, maintains that this formal standardiza
tion does not exist in Japan. Instead, Automotive News summarizes his 
views by stating that "work procedures in Japan are taught by experienced 
workers who have done the same job for years" (Ibid. ) .  

Conflict and Worker Response 

Much of the literature concerning high-performance workplaces pre
sents an idyllic picture of new ways of organizing work which glosses over 
the fact that auto assembly plants are tough, demanding places to work 
under almost any circumstances. All the tensions of building cars-repeti
tion, bad parts, favoritism, boredom, and the work pace itself-still come 
to the surface no matter how work is organized. Moreover, a strong empha
sis on "continuous improvement" tends to exacerbate these tensions. These 
two plants are no exception. 

At Saturn considerable friction exists between the international UAW 
and the leadership of the local union, which, in turn, is challenged by a 
strong opposition group within the local. Although the in-plant opposition 
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stresses more traditional seniority and grievance procedures, their overall 
goal does not appear to be to structure Saturn as a conventional car plant. 
Some deeply divisive issues such as Saturn's 10-hour, 4-day-week shift rota
tion or absenteeism policy are not directly linked to Saturn's overall labor 
agreement or approach. One key issue, however, is directly related to the 
plant's organizational structure: whether or not to have a more indepen
dent, traditional grievance structure. Under the current system, when a 
worker has a problem, he or she is supposed to take it to the team for reso
lution. If this doesn't work, the next step is the first level of union-manage
ment partners. Only in the very last resort is a grievance written. Oppo
nents argue that either elected rather than appointed union "partners" or a 
traditional grievance structure or both are necessary to ensure fairness, 
particularly as production pressures increase. 

The debate over representation raises another key issue for Saturn. The 
relation of the union and the company is so intertwined that many workers 
begin to perceive the union partners as simply one more face of manage
ment. Union and management partners admit to many strong confronta
tions, but these inevitably take place privately as differing perspectives are 
worked out. As a result, even one strong supporter of the partnership com
mented that since he was paying union dues he wanted to see the union 
fighting for him, something he claimed to rarely actually experience. 

At Chrysler the union plays a more traditional role in ensuring that pro
duction pressures do not lead to either an excessive work pace or an overly 
stressed work environment. In particular, on the issue of safety the teams 
and the union often work together when they feel production pressures 
conflict with a safe work environment. When we visited the plant, produc
tion managers sought to add an element to a job that workers thought was 
already overloaded. The team analyzed the job and called in both the 
union and the union-management safety committee. The result was a 
reevaluation by the company of adding the work to this location. This type 
of involvement is an important contributor to the plant achieving the low
est incident, workman's compensation, and cumulative trauma rate of any 
of Chrysler's seven assembly plants, despite the age of the workforce. On 
cumulative trauma disorders (CTD) Jefferson North had less than one
third the rate of the number seven ranked plant. 

To better understand worker attitudes, we interviewed about 60 work
ers in each plant, a random sample selected from the body shop and final 
assembly areas that reflected the racial and gender makeup of the two 
sites . Overall, workers ranked the plants highly. When asked how they 
would rate working at the plant on a scale of l to 5, with 5 the best, Saturn 
workers ranked their plant 4.3, while Chrysler workers ranked Jefferson 
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North at 3.9. Asked the same question about the previous plant they 
worked at, Saturn workers rated their former plant 2. 75, while Chrysler 
workers rated the old Jefferson plant 2.25. Despite the fact that the teams 
at Saturn had considerably more responsibility than the teams at Jefferson 
North, 20% of Saturn respondents said that the teams did not have enough 
responsibility compared to 15% at Chrysler. 

Conclusion 

In an increasingly integrated global economy effectively utilizing the 
skill and experience of a workforce is an important source of comparative 
advantage. In this study we sought to analyze the ways in which worker 
skill and experience are effectively included in the production process. At 
both Chrysler and Saturn, veteran workers were responsible for two com
plex launches of new vehicles and production processes. At Saturn the 
workforce combined the experience of many plants and was, at least ini
tially, the product of a tough selection process; at Chrysler an existing 
workforce faced the rigors of adapting to a new situation. The different 
approaches of both these plants indicate a greater diversity of alternatives 
for structuring work that many lean production advocates often argue. 
These plants have in common significant worker input on the shopfloor, 
fewer lines of direct supervision, and the presence of a union. As Eaton 
and Voos observe, "unions bring both protections for workers and an orga
nized collective voice to the workplace that are necessary to ensure the 
genuine participation of workers in decision making" (1992: 174). An exam
ination of the experience of plants like these is central for understanding 
what high-performance work systems mean in practice. 
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DISCUSSION 

STEPHEN M.  MITCHELL 
National Alliance of Business 

I have been asked to focus my remarks on Harley Shaiken's paper, 
although I will say a few words about the other papers. All three papers 
share a common theme: how to promote and support a company's transi
tion to a high performance workplace. 

Shaiken basically presents a description of work practices at two auto
mobile plants. Not having been to these plants, it is hard to find fault with 
the description. It does, however, raise four interesting issues that deserve 
further attention. First, it is a mistake to overlook the fact that these are 
both new plants. A significant part of the challenge in adopting high per
formance work practices is the change that these practices represent. New 
start-ups sidestep part of this challenge, although they undoubtedly face 
different challenges. 

I think that the two plants highlight an important lesson about em
ployee attitudes. Employees' attitudes toward their present situation are 
determined by an implicit comparison to the past or to an envisioned 
future. My gut sense is that Chrysler employees are comparing their pre
sent situation to their tumultuous past and saying that the present looks 
pretty good. In contrast, the Saturn employees are comparing their present 
situation to the expectations generated by the Saturn start-up and saying 
that the company still has a ways to go before those expectations are ful
filled. Still, I think that the way Saturn g�nerated those expectations holds 
a number of valuable lessons in how to manage change. Saturn went to 
extraordinary effort to enable its employees to experience success. That 
experience accounts for the "can do" attitude noted in Shaiken's descrip
tion. 

One of the dangers in a new site is what happens when the honeymoon 
period is over. Can the plan survive production demands? The elimination 
of the extended team meetings at Saturn suggest this is problematic. Can 
the plant avoid organizational drift? Will the ideals on which the plant was 

Author's Address: National Alliance of Business, 1201 New York Ave., NW, Washing
ton, DC 20005-2917. 
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started disappear over time? The maintenance of high performance work 
practices in these plants over time deserves continued scrutiny. 

Second, the paper argues for and, I think, presents an interaction effect 
between employee skill and organizational structure. Shaiken rebuts the 
myth of old workers as a barrier to change by demonstrating that experi
enced workers enable the team approach in these plants to work. (A similar 
interaction is also apparent in Tom Bailey's paper. ) The question is what 
happens to this system when new workers are brought on line? Chrysler is 
closest to this event and bears watching. What are the best mechanisms to 
ensure a smooth transition? Are detailed work sheets, closer supervision, 
and career ladders-as seen in the Japanese transplants-viable methods 
for bringing new workers on line? Is an apprenticeship system like Bob 
Glover discusses a better approach? 

Third, the paper hints at (but never really addresses) the role of the 
union in a high performance workplace. The union plays a critical role in 
both of these plants, but the differences between the two plants suggests 
that there may be a continuum of labor-management relationships. That 
continuum is anchored at one end by traditional labor-management rela
tionships as seen in Chrysler. The middle of the continuum manifests a 
blending of labor and management as seen in Saturn. The opposite end of 
the continuum is anchored by nonunion plants. Shaiken provides no data 
on what these plants might look like. 

The fourth issue deals with methodology. The paper demonstrates the 
inherent flaw and danger in using a checklist approach to studying high 
performance work practices . The details of how these practices are 
adopted are critical to an understanding of these organizations: for exam
ple, the differences in the plants between the use of formal versus informal 
methods of employee participation. Consideration of the details of imple
mentation highlight the role of choice in change management. Business 
and union leaders need help in identifying the appropriate bundles of high 
performance work practices that will enable their organization to succeed. 

The importance of change management brings me to a few comments 
on the Bailey and Glover papers. First, Bailey highlights the importance of 
financial and management resources in the adoption of high performance 
work practices. This is also apparent in Shaiken's paper: while the training 
numbers he cites need to be clarified, the commitment of resources and 
expertise in both plants is incredible. How do we promote and support the 
adoption of high performance work practices in small and mid-sized busi
nesses that do not have this level of resources available to them? 

Finally, I think that Bob Glover suggests one answer to the resource 
dilemma confronting small and mid-sized businesses. We should not look 
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at individual firms independent of the community in which these firms 
exist. For small and mid-sized businesses, community partnerships to pool 
resources and talent represent an exciting way to support and facilitate 
change. 



DISCUS SION 

DANIEL MARSCHALL 
AFL-CIO Human Resources Development Institute 

I will focus my remarks on the paper by Robert Glover on applying the 
lessons of the German apprenticeship system to Austin, Texas. Glover pro
vides a description of a relatively new, very interesting attempt to develop a 
youth apprenticeship system on the German model in a single local labor 
market. The significance of this pilot project should be viewed in the con
text of many years of research on the German dual system of apprentice
ship training, largely fueled by hundreds of visits to Germany by acade
mics, industry representatives, union leaders, public officials, and others. 
The most rigorous overview of the German system that I have seen was 
done in 1992 by Kenneth Edwards of the International Brotherhood of 
Electrical Workers (IBEW); it includes detail on the most popular appren
ticeable occupations and trainee wage rates. 1  I participated in a September 
1994 visit which was sponsored by the National Coalition for Advanced 
Manufacturing; a special report is available? 

Although these visits have exposed American decision makers to Ger
man culture and one of the world's most sophisticated systems of training 
young people in technical skills, too often they result in reports that sit on 
shelves with little practical impact. This is the first thing to note about the 
Austin project: it is a very tangible, down-to-earth attempt to extract the 
lessons of the German experience and apply them to a single labor market 
region. This in itself is highly commendable. The overall approach of the 
project is right on target: to identify essential elements of the German 
model and find ways to adapt the practices to American conditions. 

Glover's paper points to the critical leadership role that can be played by 
local elected officials (in this case the mayor of Austin) in the process of de
veloping school-to-work (STW) transition efforts, especially when those of
ficials understand the need to leverage support from industry representa
tives and create ongoing organizational structures. It is this support from 
business and labor, along with organizations that institutionalize a public-pri
vate partnership, that will give local and state programs long-term viability. 

Author's Address: AFL-CIO Human Resources Development Institute, 8 15 Sixteenth 
St., NW, Washington, DC 20006. 
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Considering the latest rhetoric emerging from Washington on the devolution 
of federal training programs to the state level, these local experiments will 
gain importance in the years ahead. It would be worthwhile for Glover to 
expand on this federaVstate!Iocal aspect of the Austin program as he tracks it 
in the future. 

Let me touch on three challenges that this and other STW transition 
efforts will face in the future. First is identifying and motivating young peo
ple to enroll in programs that will likely involve manufacturing, construc
tion, and other occupational areas fraught with stereotypes of angry, alien
ated, blue-collar workers who get their hands dirty laboring on greasy old 
machines. These sorts of images need to be counteracted if the STW tran
sition movement is ever to attain its full potential. The Austin program 
includes international training exchanges for young people in which they 
have the chance to enroll in actual German apprenticeship programs-a 
benefit that will expose American teenagers to companies that are very 
advanced technically. The paper describes a number of spin-offs of this 
aspect, including the "rich opportunities for comparative learning" and 
greater motivation for learning a new language. I wonder whether the 
Austin program is working with high-school counselors to educate them 
about the fact that there are many highly skilled, well-paying jobs in indus
try in which young people will work with very advanced, computer-based 
machinery. 

A second challenge involves obtaining the long-term commitment of 
employers to provide meaningful training to young people while respecting 
the rights and experience of older, currently employed workers. I under
stand that the Austin program currently has 18  apprentices working in the 
metalworking field and that the program was first offered to incumbent 
workers. This is a very wise and responsible move because it indicates that 
the company values the many years of commitment made by currently
employed workers. By giving them the first shot at new work-based learn
ing programs, you build some ownership and sense of involvement from 
the outset. Shaiken's paper on new work systems at Saturn and Jefferson 
North auto plants clearly demonstrates that high-seniority workers are 
receptive to ongoing training related to quality, design of production 
processes, and new technologies. When it comes to serving as mentors for 
apprentices, the involvement by incumbent, experienced workers is 
absolutely essential because they must be motivated to eventually transfer 
their knowledge to trainees. It would be helpful if the paper would cover 
this dynamic in an explicit manner. 

A third challenge, especially in a predominantly nonunion area such as 
Texas, is how to involve unions in these efforts, or in a broader sense, how 
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to ensure that the entire project is informed by the views of workers and 
reflects their hands-on knowledge of how work is really performed on the 
job. If my interpretation is accurate here, $200,000 in public funds was 
devoted to get this project started. Clearly, the intent is for this effort to 
serve the entire community, and that means individual firms as well as stu
dents, workers, and families. It is essential to have unions represented on 
governing bodies for the project to ensure that the views of workers are 
represented in all deliberations and that necessary protections of working 
conditions for young people are put into place. I understand that the Capi
tal Area Training Foundation will include one or more union representa
tives as members. Unions can play a positive and supportive role here of 
"bringing these systems to scale" by using their contacts and understanding 
of workplace realities to extend the programs into a greater number of 
workplaces. 

Since the beginning of widespread discussion of so-called "youth 
apprentices hip," unions have expressed support for greater linkages 
between schools and the world of work, while voicing concerns that train
ing for young people at the workplace not be conducted at the expense of 
skill upgrading for those currently employed.3 

Endnotes 

1 Contact Edwards at 202/833-7000 for a copy of Background lnformntion on the 
Dual System of Training in Gernwny, June 1992. 

2 National Coalition for Advance Manufacturing. 1994. NACFAM Leads U.S. Delega
tion to Germnny. Copies available from NACAM at 202/662-8960. 

'1 For more detail on labor's views, I would refer those interested to a 1992 HRDI 
report by Carol Shenon on Union Perspective on New Work-based Youth Apprenticeship 
Initiatives. It is available from the HRDI Publications Dept., 815 Sixteenth Street, 
N.W., Washington, D.C. 20006, 202/638-3912. 



X. REFORMIN G SAFETY AND H EALTH 

REGULATION :  PROSPECTS 

AND PITFALLS 

M andating Safety and Health 
Com m ittees: Lessons from 

the States 

DAVID WEIL 
Boston University 

Requiring employers to create safety and health committees has be
come an increasingly common feature of efforts to reform safety and 
health policy in the United States. Mandating committees in workplaces 
with 1 1  or more employees is a principal feature of recent Congressional 
efforts to amend the Occupational Safety and Health Act (OSHA) . At the 
same time that reform at the federal level has been considered, a growing 
number of states have amended their state-administered OSHA programs 
to require safety and health committees. 

Mandating safety and health committees in all states not already cov
ered by mandates would affect about 93.5 million employees working in 
6.2 million establishments in the private sector. A study completed by the 
Occupational Safety and Health Administration ( 1 994) estimated the 
annual costs associated with such a mandate at $1 .245 billion. Not surpris
ingly then, committee mandates represent one of the most controversial 
elements of OSHA reform. 

The notion underlying committee mandates ,  however, is that the 
resulting social benefits far exceed the above costs. Safety and health com
mittees potentially create in-house capacities to monitor and improve 

Author's Address: School of Management, Boston University, 704 Commonwealth 
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safety and health outcomes. At the same time, committees could augment 
the existing system of regulation provided by OSHA's system of standards, 
inspections, and penalties by serving as an agent to ensure compliance with 
promulgated standards. 

This paper reviews the limited experience of mandated committees in 
the U . S . ,  with an emphasis on the impacts of committees on OSHA 
enforcement. The latter effect of safety and health committees can be 
directly examined by evaluating the experience of the Oregon OSHA pro
gram in establishing committee mandates in 1990. 

The Oregon reform represents an important case for study since its 
requirements closely parallel those proposed under federal OSHA reform 
legislation (the Comprehensive Occupational Safety and Health Reform 
Act-COSHRA), safety and health legislation and regulations adopted at 
the state level and in three Canadian provinces (U.S. GAO 1993). This arti
cle seeks to take advantage of Oregon's experience in order to draw more 
general lessons on reforming safety and health policies. 

Potential Impacts of Committee Mandates 

A small number of states have required workplace safety and health 
committees in the United States for a significant period of time. Washing
ton State has regulations requiring joint safety and health committees that 
date back to 1945, predating passage of OSHA itself. Alaska initiated com
mittee requirements for employees in pulp, paper, and paperboard mill 
industries in 1973 (U.S. GAO 1992). More recently, the number of states 
mandating some form of employee involvement in safety and health has 
risen dramatically. As of January 1994, 17 OSHA state-administered pro
grams had legislation or promulgated regulations requiring some type of 
employee involvement in safety and health (Meridian Research 1994) .  

The ultimate effects of committees on injury and illness outcomes 
depends on their ability to affect workplace practices. Safety and health 
committees can improve injury and illness outcomes in two ways. First, 
committees provide an ongoing forum for the identification, discussion, 
and correction of safety and health problems. As a result, effective commit
tees should promote injury prevention efforts, provide training, increase 
worker and management awareness of risks, and induce quality improve
ment and production innovation. 

Second, committees can affect safety and health by augmenting OSHA 
in its safety and health regulatory role. Given its resource constraints, 
OSHA has limited ability to adequately monitor the millions of workplaces 
under its purview, either by relying on the direct impacts of inspections or 
the deterrence provided by the threat of inspection. Instead, it must rely 
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on the exercise of key rights by members of the workforce. These rights 
granted by the act itself provide employees a means of initiating and partic
ipating in key aspects of enforcement efforts. 

Previous research has shown that unionization. is a key determinant of 
enforcement activity because of the impact of unions on the exercise of 
these key rights (Wei! 1991, 1992). Unions support employee exercise of 
rights via the provision of key information on both job-based risks and on 
employee rights under the law. They also provide recourse in the event of 
unjust dismissal arising from exercise of these same rights. 

Conceivably, safety and health committees play a similar role in sup
porting use of rights. Committees provide information on job risks as well 
as OSHA rights that workers more commonly receive in unionized estab
lishments. In addition, safety and health committees could act as agents for 
individual employees at several critical phases of OSHA enforcement 
processes. For example, the committees could serve as the designated 
"employee representatives" to accompany OSHA inspectors during the 
course of workplace inspections. Alternatively, the committee might pro
vide a protective shield for individual workers who might be more inclined 
to report problems before, during, or after inspections than often occurs in 
the absence of such committees (see U.S. GAO 1989 for a recent analysis 
of this problem).  Mandated safety and health committees should therefore 
increase enforcement activity as a result of their impacts on exercise of 
employee rights. 

Committees and Enforcement: Evidence from Oregon 

In 1989 the Oregon legislature passed the Oregon Safe Employment 
Act requiring every public or private employer of more than ten workers to 
establish and operate a safety and health committee. The law and regula
tions promulgated by Oregon OSHA specifically delineate the structure 
and responsibilities of committees and represent one of the most compre
hensive set of requirements of any of the states that require some form of 
employee involvement (Oregon OSHA 1993, Hecker 1994). The case of 
Oregon can therefore be used to estimate the second impact of committee 
requirements described in the previous section: for a given type of work
place, the level of OSHA enforcement in the period after imposition of 
committee requirements should be greater than found in the time period 
before imposition of the standards. 

Data and Methodology 

The OSHA Integrated Management Information System (IMIS) con
tains information on all inspections conducted by OSHA programs. The 
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data base provides information on workplaces inspected by OSHA (e.g., 
establishment and company size, location, union status, SIC classification) ,  
characteristics of the inspection (e.g. , length, extensiveness),  penalty and 
violation outcomes, and other administrative data. In order to study the 
impact of safety and health committees, data were extracted from IMIS for 
the state of Oregon for two time periods: 1988-89 (the years preceding 
committee mandates) and 1992-93 (the first two complete years of man
dated safety and health committees). 

The independent impact of committee mandates on eight enforcement 
outcomes are estimated by using logit and OLS regression procedures. For 
each outcome, the impact of committees is measured via a dummy variable 
equal to 1 if the inspection was conducted in the post-mandate (1992-93) 
period. Other potential determinants of enforcement are held constant 
through the use of variables controlling for establishment and company 
size, union status, a vector of variables related to OSHA enforcement poli
cies, and a series of industry dummies. 

Empirical Results 

Table 1 presents the estimated impacts of safety and health commit
tees on eight aspects of OSHA enforcement. For each enforcement out
come, the table presents the mean level of the outcome for the sample as a 
whole, the estimated impact of mandated committees (holding constant 
other potentially confounding factors described above), and the percentage 
change this impact represents over the reported mean level of enforce
ment activity. 

Table 1 supports the primary hypothesis concerning the impact of man
dated safety and health committees: enforcement activity in Oregon has 
increased between the two time periods, even after controlling for poten
tially confounding variables. For example, the probability of employee ini
tiated Ccomplaint") inspections increased by 7% as a result of mandated 
committees, while the probability that a fatality inspection was conducted 
increased by 37%. The latter result is particularly striking given that the 
overall rate of fatalities in Oregon declined during the study period (Pom
pei 1992). 

The committee mandates also increased the probability that workers 
participated in OSHA inspection activities by 16% over mean levels. In fact, 
the largest increases in worker participation in inspection occurred among 
workers in large, nonunion workplaces where participation rose from 18% 
of all inspections in 1988-89 to 33% in 1992-93. This result is particularly 
important since one of the potential impacts of mandated committees is to 
improve employee exercise of OSHA rights in nonunion workplaces. 
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TABLE 1 

Impact of Safety and Health Mandates: 
Regression Estimates1 

M eans Est. Impact of 
Enforcement Outcome (S.D.) Mandate (S.E.) 

( 1 )  Probability of 
complaint inspection2 .14 .Oloo  

(2)  Probability of fatality 
inspection2 .019 .0070 0  

(3) Probability o f  worker 
participation in 
OSHA inspection2 .26 .040 0  

(4) Hours/ 30.1 1.800 ° 
inspection·1 (53.9) (.68) 

(5) Violations/ 2.4 .240 0  

inspection3 (3.9) (.OS) 
( 6) Serious violation! .7 .400 0  

inspection3 (2.0) (.03) 
(7) Average penalties/ 87.4 22.75° 0 

violation (1988$)3 (454.48) (6.10) 
(8) Serious penalty/ 1 19.14 28.68° 0 

violation (1988$)3 (497.30) (6.65) 

Soitrce: OSHA Integrated Management Information System. 
1 Full regression results are available from the author. 

% Change 
from Mean 

7. 1% 

36.8 

16.2 
6.0 

10.0 

54.0 

26.0 

24. 1  

2 Derived from pre/post-committee mandate pammter estimated from logit model. 

'1 Parameter estimate for pre/post-committee mandate. 
o Significant at the .05 level. 

o o Significant at the .01 level. 
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The higher levels of worker-initiated inspection activity also appears to 
have led to longer inspections (about 2 hours longer per inspection all else 
equal) and higher levels of detection of violations during inspections (particu
larly serious violations, where the number detected per inspection increased 
by .4 per inspection, representing a 54% increase). Finally, penalties assessed 
per violation also increased appreciably after passage of the committee man
dates. Because of changes in federal OSHA penalty policy over the study 
period, however, these results must be interpreted more cautiously. 

Unionization and Safety and Health Committees 

Safety and health committees are far more common in unionized estab
lishments, even in states where there is no regulatory requirement to form 
them. Planek and Kolosh (1993) report that 72% of organizations with 
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some level of unionization had committees at their worksites versus 46% 
among nonunion respondents of a survey of private sector workplaces. This 
implies that union establishments were more likely to have had a commit
tee in Oregon prior to passage of the 1990 reforms. Further, even if a par
ticular workplace did not have a viable committee present, union experi
ence in other plants could expedite their formation once committee 
mandates were enacted. Union/nonunion differentials might therefore 
arise from the enhanced ability of unionized workplaces to establish effec
tive safety and health committees more rapidly in the relatively brief 
period following passage of mandates. 

Committee mandates have had far larger impacts on enforcement out
comes in unionized workplaces, as demonstrated by Table 2 which presents 
estimates of the union effect on inspection activity in 1988-89 and in 1992-
93. The results suggest that the size of the union effect on enforcement 
grew following the committee mandates, in most cases more than doubling 
in magnitude. This would suggest that in the period immediately following 
imposition of mandates, committees in unionized workplaces more actively 
engaged in OSHA-related activities than committees in nonunion settings. 

TABLE 2 

Impact of Unionization on Oregon OSHA Enforcement 
1988-89 Versus 1992-93 

Estimated Union Coefficient1 

( 1 )  (2) 
Enforcement Outcome 1988-89 1992-93 

Hours/inspection 8.197"" 16.oo· · 
(1 .108) ( 1 .352) 

Violations/inspection -.058 . 103"" 
(.084) (.095) 

Serious violations/ .003 .216"" 
inspection (.0.'34) (.056) 

Average penalties/ 13.85 38.768""  
violation ( 1988$) (9.42) (12.823) 

Serious penalties/ 10.604 33.575""  
violation (1988$) (9.702) ( 13.848) 

Sample size 11389 12046 

Source: OSHA Integrated Management Information System. 

1 The results are based on regressions conducted for each of the five enforcement out
come dependent variables for separate 1988-89 and 1992-93 samples. Full regression 
results are available from the author. 

• Significant at the .05 level. 
• • Significant at the .01 level. 
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Evidence from the Canadian experience with mandated safety and 
health committees suggests that this union effect persists over considerable 
periods of time (Advisory Council on Occupational Safety and Health 
1986; Tuohy and Simard 1993). Mandated committees therefore are not a 
simple panacea to asymmetries in the degree of enforcement between 
union and nonunion establishments. They may in fact reinforce them. 

Conclusions and Implications 

Mandated safety and health committees have had a significant impact 
on the level and intensity of OSHA enforcement in Oregon, even given the 
relatively short period of time that committees have been mandated. Pas
sage of committee requirements in Oregon is associated with increases in 
the frequency of employee-initiated inspections, greater worker participa
tion in inspection activities, higher number of violations found in the 
course of the inspection, and increases in the magnitude of penalties for 
violations of standards. Several implications follow from these findings to 
the more general question of how committees improve occupational safety 
and health: 

1. Safety and health committees are relatively common in the private 
sector, even in states where they are not explicitly mandated (Planek and 
Kolosh 1993). This fact has been cited in the debate on COSH RA as a rea
son for continued reliance on voluntary approaches to promotion of com
mittees. The Oregon experience suggests that the extent of employee 
involvement and its impact on enforcement increased as a result of man
dated rather than voluntary committees. 

2. A key role for committees once established is to act as internal regu
latory forces in the workplace. The enhanced threat of external interven
tion can provide powerful incentives for better internal resolution of safety 
and health issues. In fact, increased enforcement pressure has fostered 
greater attention to workplace resolution of safety and health problems in 
many union settings. For example, in the years following passage of OSHA, 
the number of collective bargaining contracts that included provisions 
dealing with safety and health issues rose dramatically. 

One might predict s imilar developments over time among larger 
nonunion firms where the presence of committees raised the external pres
sure on those firms. Specifically, the increased presence of OSHA may 
increase the incentives for these firms to expand existing safety and health 
programs, involv� employees more fully in programs, or use committees as 
a forum for resolving disputes over workplace hazards in lieu of outside 
intervention. 
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3. There remains the important question of the determinants of com
mittee effectiveness and the use of alternative forms of participation. It is 
not clear that the specific safety and health committee structures mandated 
in Oregon (e.g. ,  equal representation, establishment based) represent the 
optimal form of employee involvement in all workplaces. More generally, it 
also follows that no single committee model elicits equally effective non
OSHA-related safety and health activities in all settings. As a result, differ
ent types of workplaces may benefit from a more diverse range of solutions 
than the committee model mandated in Oregon. This raises the need for 
systematic analyses of how different types of committees or employee 
involvement forums impact intermediate outcomes like OSHA enforce
ment or internal safety and health program performance. 

4. Did the Oregon reforms reduce workplace injuries and illnesses? 
The results sum.marized above only measure the impact of committees on 
an important intermediate rather than final safety and health outcome. 
While one might conclude that the evidence is consistent with the decrease 
in injury rates that Oregon has continued to experience since 1991 ,  the 
final verdict on Oregon's program cannot be drawn from the enforcement 
outcomes alone. 

Nonetheless, the results provide a more clear vehicle to explain exactly 
how such committee requirements may ultimately lead to improved safety 
and health outcomes. Gray and Scholz ( 1989) have shown in a sample of 
manufacturing firms that a 10% increase in inspections with penalties led to 
a 2% reduction in accidents. The large increases in multiple dimensions of 
enforcement would therefore suggest some direct improvements in injury 
performance. More importantly, if increased enforcement engenders more 
comprehensive changes in internal company policies as described above, the 
potential size of long-term impacts of committee mandates grows further. 
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Creati ng Economic I ncentives : 
Lessons from Workers' 

Com pensation Systems 

LESLIE I .  BODEN 
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It is a canon of workers' compensation that it acts as an incentive for 
employers to improve workplace safety. Yet most empirical studies can find 
no beneficial effect at all. Taken as a whole, studies suggest that workers' 
compensation leads to, at best, small improvements in workplace injuries 
and illnesses (see Boden forthcoming). 

This, in part, reflects the attenuated relationship between workers' 
compensation premiums and the costs of injuries and illnesses. Even 
where workers' compensation costs closely reflect injury and illness costs, 
employers may attempt to reduce their costs by transferring the burden to 
workers , to other employers, and to taxpayers. Such activities include 
avoiding employment of workers believed to be at risk, concealing evi
dence of workplace risks from workers, contesting more workers' compen
sation claims, and generally pressuring workers to refrain from reporting 
injuries and filing claims. In these ways, the safety incentive function of 
workers' compensation conflicts with its compensation function. Given its 
limited safety impact, this implies that workers' compensation premiums 
should not be used to improve workplace safety. 

Workers' compensation laws and regulations can have an important 
role in promoting safety. Insurers can more effectively provide information 
and technical assistance to employers. Workers' compensation laws can 
mandate or foster safety programs. These activities focus on workplaces 
rather than individual workers. 

Safety and Health Incentives in Theory and Practice 

In theory, workers' compensation can provide safety incentives to 
employers if it requires them to pay substantial benefits to injured workers. 

Author's Address: Boston University School of Public Health, 80 E. Concord St . ,  
Boston, MA 021 18. 
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Because injuries and illnesses are more expensive with workers' compensa
tion than without, employers benefit more from safety activities and, in the
ory, invest more in hazard reduction, decreasing the number of occupational 
injuries and illnesses. The extent of these impacts depends on the elasticity 
of employer payments with respect to injury costs. This, in tum, can be 
affected by the degree of experience rating, the impact of workers' compen
sation on hazard wages, and the probability and timing of compensation. 

Russell (1974) pointed out that insurance arrangements can attenuate 
the relationship between benefit payments and the employer's costs, dilut
ing safety incentives. Premiums of very large employers closely reflect 
recent injury costs through self-insurance (where employers directly pay 
benefits) or, when they purchase insurance, experience rating or retrospec
tive rating (Victor 1972; Chelius and Smith 1987). Yet the sensitivity of pre
miums to injury costs declines with size, and the smallest employers pay a 
fixed premium that depends only on their industry. Because their costs are 
insensitive to benefit payments, workers' compensation provides minimal 
safety incentives to smaller employers (Russell 1974)-where most workers 
work and where most injuries occur. 

Where they are present, hazard wages provide incentives to employers 
to improve workplace safety. If employers improve safety, they can pay 
lower hazard wages, offsetting safety costs. 

But in some situations, the interaction of hazard wages and workers' 
compensation coverage could reduce workplace safety (Smith 1993). With
out workers' compensation insurance, employers in dangerous industries 
might pay substantial hazard wages providing incentives to improve safety. 
Workers' compensation covers much of workers' out-of-pocket injury costs, 
reducing their demand for hazard wages and making the employer's wage 
costs less responsive to injury rates (Victor 1982; Viscusi and Moore 1987). 
Workers' compensation premiums of smaller employers are insensitive to 
injury rates, so their incentive to invest in safety declines. 

If workers' compensation is to provide financial incentives to eliminate 
hazards, employers must pay benefits when workers become sick or injured. 
Even for fatal injuries, 40% to 70% go unreported to workers' compensa
tion (Stout and Bell 1991) .  A much smaller proportion of chronic occupa
tional diseases are compensated (Discher et al. 1975; Boden and Jones 
1987). When compensation is paid, it is long after exposure, and the respon
sible managers are unlikely to be held accountable (Eads and Reuter 1983). 

Evidence about Safety Impacts of Workers' Compensation 

As benefit levels rise, workers' compensation payments per injury rise. 
Employers' costs become more responsive to injury rates, providing an 
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additional incentive to improve safety conditions. Most of the sixteen stud
ies reviewed here found that reported injuries increased or remained 
unchanged when benefit levels rose (Chelius 1982, 1983; Butler 1983; But
ler and Worrall 1983; Chelius and Smith 1983, 1993; Robertson and Keeve 
1983; Bartel and Thomas 1985; Leigh 1985; Ruser 1985, 1991 ,  1993; Che
lius and Kavanaugh 1988; Worrall and Butler 1988; Moore and Viscusi 
1990; Krueger 1990). These studies focus on injury rates, not days lost 
from work, as the measure of safety. 

Only two of these studies showed evidence of an inverse relationship 
between injury rates and benefit levels (Moore and Viscusi 1990; Ruser 
1993). The other studies generally found that injury rates rose when bene
fits increased. 

Because these studies rely on reported injuries, we cannot draw the 
firm conclusion that higher benefits lead to less safe working conditions. 
This is because benefit levels affect injury reporting. When benefit levels 
rise and paying benefits becomes more expensive, we expect employers to 
discourage the filing of workers' compensation claims more frequently and 
to require earlier return to work (Chelius and Kavanaugh 1988; Smith 
1993) . At the same time, workers lose less income if they miss work, so 
they may report more injuries and stay off work longer (Gardner 1989; 
Fortin and Lanoie 1992). Even if injury rates fell as benefits rose, reported 
injury rates might rise. 

Experience Rating, Self-Insurance, and Safety 

Recognizing this ambiguity, researchers have looked for ways to reduce 
the impact of reporting on injury rates. One method looks for an "experi
ence-rating" effect. The impact of benefit changes on workers' incentives 
to report injuries should be similar in smaller and larger firms. Differences 
in the response of small and large firms to benefit changes thus should 
reflect the impact of benefits on injury rates for large firms, since small 
firms are not experience rated and thus lack incentives to improve safety 
when benefits rise. As benefits rise, we expect to find that injury rates in 
large firms decline compared with those in small firms. 

Two studies by Chelius and Smith (1983, 1993) did not find an experi
ence-rating effect. On the other hand, studies by Worrall and Butler 
( 1988), Moore and Viscusi (1990), and Ruser (1985, 1991)  found experi
ence-ratings effects. As benefits rose, injury rates in large firms fell com
pared with those in small firms. The results of Ruser's most recent study 
(1993) varied depending on the severity of the class of injuries he exam
ined. 
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Evidence from "Objective" Injuries 

Some studies focus on injury types that are less likely to be subject to 
systematic reporting bias. Robertson and Keeve ( 1983) compared the 
impact of benefit levels on sprains and strains to the impact on more 
"objective" injuries like lacerations and fractures. They found, in both 
cases, that reported injuries increased with increasing benefits, although 
the effect was stronger for sprains and strains. 

Other researchers have used a similar approach, focusing on fatal 
injuries, where malingering and exaggeration are highly unlikely. Butler 
(1983) estimated benefit impacts on fatal injury rates and found that bene
fit increases were associated with higher fatality rates. On the other hand, 
Moore and Viscusi (1990) and Ruser (1993) concluded that increases in 
workers' compensation benefits reduced fatality rates. Yet, Moore and Vis
cusi used a measure of injury rates only at a very aggregated industry level. 
Also, in Ruser's study the estimated impact on fatalities did not decline 
with employment size. This is inconsistent with experience rating and self
insurance as mechanisms that presumably generate safety incentives. 

Overall, research on the safety impacts has not provided a clear answer 
to whether workers' compensation improves workplace safety. In theory, 
workers' compensation increases the costs to employers of injuries and so 
provides incentives for improving safety. Yet taken as a whole, research 
does not provide convincing evidence that workers' compensation reduces 
injury rates. 

Employer Alternatives to Hazard Reduction 

High workers' compensation costs can motivate employers to take 
actions other than improving workplace conditions .  These actions, 
designed to avoid paying workers' compensation costs, may impose addi
tional social costs and transfer the burden of these costs to workers, to 
other employers, and to taxpayers. 

Denying, Litigating, and Discouraging Claims 

Part of the job of claims examiners is to ensure that benefits are paid 
only for covered injuries and only in appropriate amounts. Other things 
equal, claims examiners will question compensability more frequently for 
expensive claims than for low-cost claims. This is because the costs of con
troversion do not rise in proportion to benefit costs. As benefit costs rise, 
employers and insurers will contest more claims. This will reduce the num
ber of workers who receive benefits, create more friction costs, and 
increase delays in paying injured workers. 
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One study showed that two community colleges more aggressively chal
lenged the compensability of claims after switching to self-insurance (Che
lius and Kavanaugh 1988). Self-insurance tied workers' compensation costs 
more closely to injury costs, leading employers to report fewer injuries. Sim
ilarly, when benefits rise, experience-rated employers may. discourage claim 
filing and reject more workers' compensation claims. Spieler ( 1994) notes 
that if employers initiate aggressive loss-control programs, injured workers 
may fear retaliation and avoid filing injury claims. Rising costs also may lead 
employers to institute safety contests with group rewards for injury-free 
periods. Pressure from fellow workers then may decrease reporting by 
injured workers (Spieler 1994). Studies outside workers' compensation also 
have found that financial incentives affect employer reporting of injuries 
(Ruser and Smith 1988) and hazardous conditions (Boden and Gold 1984). 

Seeking to place blame for rising costs, some insurers and politicians 
have focused on detecting and deterring fraudulent claims.  While some 
have asserted that 25% or more are fraudulent, there is no credible evi
dence to support this. I frequently get calls from the media asking me for 
such statistics. They are disappointed when I tell them such statistics do 
not exist; but this does not prevent them from reporting on the issue. 

Employment Policies 

High workers' compensation costs also provide incentives to hire 
healthy workers and deny employment to workers seen as "injury prone. "  
These efforts have led to the widespread use of preemployment low-back 
X-rays and supported development of the "index" business, which provided 
workers' compensation claim histories to prospective employers. Preem
ployment back X-rays have exposed hundreds of thousands of workers 
annually to radiation, and studies have shown them to be valueless as a pre
dictor of future back problems (Himmelstein and Andersson 1988). 

Such policies are unlikely to reduce the number of workplace injuries 
and illnesses. Sometimes they allow employers to avoid paying medical and 
disability benefits (Boden and Cabral 1995).  Still, when these workers 
become injured or sick, somebody will foot the bill. That "somebody" may 
be the workers and their families, other employers, or taxpayers. The 
Americans with Disabilities Act (ADA) constrains the use of medical exams 
before offering employment. Despite this, I expect that such practices will 
continue-possibly within the letter of the law, if not its spirit. 

Mandating Safety Programs through Workers' Compensation 

Perhaps in response to these limitations, we have seen an expansion of 
novel efforts to improve safety through workers' compensation. More than 
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a dozen states mandate premium discounts for employers with safety pro
grams. In some, the safety programs must meet defined criteria or must be 
certified by the state. Nine states mandate safety committees through 
workers' compensation statutes and regulations and through state safety 
codes. Oregon and Washington, for example, require all employers with 
more than ten workers to maintain safety committees. Fifteen states 
require workers' compensation insurers to provide safety services. For 
example, in California, insurers must submit to the workers' compensation 
agency safety plans targeting high-hazard employers and must provide cer
tified safety services to all employers. Other states, including Connecticut, 
Michigan, and New York, have assessed surcharges on workers' compensa
tion premiums to fund occupational safety and health training. Still, we 
know little about the effectiveness of these methods. 

Conclusion 

From the existing body of research, we cannot conclude that workers' 
compensation premiums provide effective incentives to reduce workplace 
hazards. Moreover, where workers' compensation costs are high, employ
ers may engage in loss prevention activities that limit the availability of 
compensation for injured workers, distort employment policies, and lead to 
socially inefficient expenditures to identify "accident-prone" workers and 
fraudulent claims. I conclude that increasing the responsiveness of work
ers' compensation premiums to injury incidence is policy whose risks out
weigh its potential benefits. 
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DISCUSS ION 

JANE S. ROEMER 
National Safety Council 

First, let me note that in commenting on this subject, I'm speaking for 
myself rather than for the 17,000-plus members of the National Safety 
Council. To begin with, I agree with Les Boden's premise that workers' 
compensation premiums have not proved to be an effective tool for 
improving workplace safety and health. It may be better to look at it the 
other way around: The way to reduce workers' compensation costs is to 
improve workplace safety and health. 

I also agree with David Weil and Joseph Main that safety and health 
committees appear to have a positive effect on workplace safety and health 
performance. The National Safety Council's own survey results suggest the 
same thing. 

There are a number of other tools besides safety and health commit
tees that also have a beneficial effect on workplace safety and health. And 
although you'd never know it from the bitter fight over OSHA reform leg
islation, there is a great deal of agreement on all sides over what does work. 

Some of the tools that are generally agreed upon as useful include com
prehensive safety and health training, better data on workplace illnesses 
and injuries, and having in place an effective safety and health program. 
Certainly, as Nick Ashford said, technological advances are another promis
ing avenue for preventing workplace illness and injury. 

The problem, of course, is how to tum our knowledge into policy and 
practice . Obviously, the current antiregulatory, antigovernment mood 
would not seem to bode well for enacting new safety and health require
ments, especially at the federal level. I would make the modest proposal, 
however, that progress is possible if people on all sides of the debate who 
really care about safety and health in the workplace will participate in good 
faith. 

Particularly now, when employer interests will have greater influence 
on Capitol Hill, those employers who are doing the right thing in safety 
and health can play an important and constructive role in determining 
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whether workplace safety and health takes a leap forward or a step back in 
the next few years. The National Safety Council's own experience on the 
issue of OSHA reform suggests that agreement on workplace safety and 
health policies is possible because our own labor and management repre
sentatives were able to reach consensus on some important issues before 
getting caught in the cross fire of the larger political battle going on around 
them. 

Early in the discussion over OSHA reform-in fact, soon after the first 
Kennedy-Ford bills were introduced in 1991-members of the council's 
volunteer divisions wanted to get on record with their position on the bill. 
So in accordance with our standard procedures for formulating a policy 
position, representatives of both our labor union and employer members 
got together to try to come up with a consensus National Safety Council 
position on OSHA reform. 

They reached agreement in support of a number of key provisions of 
the OSHA reform bill, while agreeing to disagree on other provisions: for 
example, they supported requiring joint safety and health committees, 
requiring written safety and health plans, and extending coverage of the 
OSHA Act to public employees; and they also supported expanded whistle
blower protection. 

The volunteers around our table were mostly health and safety profes
sionals with hands-on, practical experience, who were negotiating in good 
faith. When we announced our consensus position in June of 1992 in the 
trade press and entered it in the written record of Congressional hearings, 
there was no negative outcry from our employer members and some sup
port. 

But just one year later, when we recited the very same positions before 
a House subcommittee, it was a different story. An employer trade group 
"faxed" our testimony to its members around the country, a number of 
whom also belonged to the National Safety Council. We received quite a 
few angry calls and letters from employers who were very unhappy with 
the council's position endorsing some of the elements in the reform bill. 

The cause of particular displeasure, of course, was our support for 
safety and health committees. In the process, we actually lost a few mem
ber companies who resigned in disagreement over the position we took. 

What had happened was that as the OSHA reform debate wore on, 
opposition to the Democratic bill became more organized and more in
tense. At the same time, I believe, opportunities for labor and for the new 
Clinton administration to forge a compromise were squandered. Instead of 
a serious discussion of how to improve a 20-year-old law, there was a very 
polarized struggle that ended up serving the status quo and little else. 
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As was said here earlier, the fight over that particular version of OSHA 
reform is probably over for the foreseeable future. The challenge now is 
whether those from all sides who truly want to improve workplace safety 
and health can put aside their differences to try to reach the common 
ground which we know from our experience exists. 



DISCUS S ION 

NICHOLAS A.  ASHFORD 
Massachusetts Institute of Technology 

Once again we come together to discuss the prospects for reform of 
occupational safety and health regulation; only now we are addressing this 
issue in a disruptive and antiprogressive political climate. Protection of 
workers seems to be at a low point on the political agenda. The contributed 
papers in this session identify barriers to progress and possibly effective 
avenues within the current climate. 

In the federal context there seems little hope for OSHA legislative 
reform. In early January President Clinton's OMB eliminated for funding 
the Chemical Safety and Hazard Investigation Board, mandated by section 
l l2(r) of the 1990 Clean Air Act, even though both industry and labor sup
ported it. This does not bode well for things to come. The one area of fed
eral activity that may hold promise for worker health and safety is the 
ongoing transformation in environmental management from end-of-pipe 
pollution control to pollution prevention, requiring changes in the inputs, 
final products, and process technology in manufacturing and production. 
These technological changes are seen as win-win strategies by management 
and will hopefully benefit workers as well. Care must be taken, however, 
that less toxic but more flammable and explosive substances are not substi
tuted for more toxic ones. Generally, accident and pollution prevention 
activities are not well coordinated either within the regulatory agencies or 
within the firm. Safety is the concern of OSHA, MSHA, and the EPA 
Office of Chemical Preparedness and Emergency Response, while EPA's 
pollution prevention activities are found primarily in the Office of Pollution 
Prevention and Toxics. Safety and health responsibilities are often likewise 
separated in the firm. 

Since federal prospects for mandating health and safety programs and 
committees are dim, it is at the state level (especially in those states that 
have strong labor and/or environmental constituencies) that we can expect 
adoption of these reforms which originally had both management and 
labor support. However, it is also likely that these efforts would have to be 

Author's Address: School of Management, Boston University, 704 Commonwealth 
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supplemented by private sector activities involving labor, management, and 
professional association and organizations, such as the American Industrial 
Hygiene Association, the America Society of Safety Engineers, and the 
National Safety Council. Labor might seize the opportunity to engage in 
"technology bargaining" to influence the technology the firm will alter or 
adopt in the future (Ashford and Ayers 1987). In negotiating technological 
change, a unique opportunity may be seized to change production tech
nologies and work practices to achieve improvements in both safety and 
health, i .e . ,  engage in both accident and pollution prevention (Ashford 
1993). The existence of joint health and safety committees, whether man
dated as such or spin-offs from labor-management committees, could serve 
as a vehicle to increase technical literacy in the firm concerning superior 
technological options for production (Ashford 1995). 

Finally, it is imperative that in the current political climate, where both 
labor and environmental constituencies are weakened, stronger linkages 
and coordination occurs among them in order to secure both voluntary 
commitments and enforcement of existing regulation and legislation. Such 
coordination is occurring in attempts to reverse the decision of the Clinton 
administration not to fund the Chemical Safety and Hazard Investigation 
Board. Other initiatives will be needed as well if worker protection is to be 
advanced. 
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The Determinants of Publ ic Employee 
U nions' Pol itical Activities 

TIMOTHY D. CHANDLER 
Louisiana State University 

RAFAEL GELY 
Texas A&M University 

Political activities are an important part of public sector labor relations. 
As voters, municipal employees represent a large, cohesive, and powerful 
interest group in local elections due in part to their high voting participation 
rates (Bennett and Orzechowski 1983). Public employee unions can exploit 
this political power by supporting candidates for public office who are sym
pathetic to unions' concerns and by engaging in political activities to influ
ence the behavior of government officials in the policymaking process. 

Public employee unions' participation in political activities is not surpris
ing given the positive effects of union political activities on wages and em
ployment (O'Brien 1992; Chandler and Gely 1995), as well as on municipal 
and departmental budgets (Trejo 1991; Gely and Chandler 1995). Despite 
the benefits public employee unions derive from their political activities, 
there is significant variation in the level of political involvement across 
unions as well as in the types of political activities engaged in by public 
employee unions (Anderson and Delaney 1990). Although numerous studies 
have been conducted on the political activities of private sector unions (for a 
review, see Masters and Delaney [1987] ), there has been a lack of research 
examining determinants of public employee unions' decisions to engage in 
political activities. In this paper we attempt to fill that void in the literature. 
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Theory 

The capture theory of regulation posits that interest groups engage in 
political activities to obtain benefits from government (Stigler 1971) .  Vote
maximizing politicians are receptive to interest groups' political pressures 
because they can trade government actions for political support (Downs 
1957). Assuming municipal officials are vote maximizers, public employee 
unions should engage in political activities when doing so enables them to 
obtain benefits from government (i.e., when public employee unions have 
political power). Following Delaney et al. ( 1988) and Anderson and 
Delaney (1990), the likelihood that a public employee union engages in 
various political activities is specified to be a function of the political, eco
nomic, and legal environments in which unions operate, as well as institu
tional factors pertaining to the public sector labor relations process and 
various municipal characteristics. 

Political Factors 

The favorableness or unfavorableness of the political environment will 
affect the propensity of a public employee union to engage in political 
activities, but the nature of the effect is ambiguous. Unions facing a favor
able political environment might be more politically active if their involve
ment reinforces the otherwise prolabor nature of the political environ
ment. In contrast, public employee unions confronting a favorable political 
environment may have less need to engage in political activities, because 
government officials may be receptive to their demands independently of 
their political activities. 

Institutional Factors 

Political activities can be a complement to or a substitute for collective 
bargaining. A public employee union may rely on political activities in 
order to achieve goals it cannot achieve through collective bargaining. In 
contrast, a public employee union might attempt to enhance its bargaining 
power by engaging in political activities to keep in office or influence those 
officials who currently sit across the bargaining table. Thus union bargain
ing power should affect the likelihood of a union engaging in political activ
ities, but the nature of the effect is ambiguous. 

The "quality" of union-management relations might also affect the like
lihood of a union engaging in political activities. According to Delaney et 
al. ( 1988), unions that operate in a more hostile labor relations environ
ment should be concerned with protecting the immediate needs of their 
members through political action and, thus, should be more likely to par
ticipate in political activities. 
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Legal Factors 

Public employee unions have more bargaining power in states that have 
legislation protecting the unionization and collective bargaining rights of 
public employees. How a state's collective bargaining law affects the likeli
hood of public employee unions' political involvement depends on whether 
political activities are a substitute for or a complement to collective bar
gaining. If the two are complementary, unions that bargain with a munici
pality in states with more favorable bargaining laws may want to engage in 
political activities to enhance their power. If, however, they are substitutes, 
the favorableness of a state's collective bargaining law toward protective 
service employees will negatively affect unions' involvement in political 
activities . 

Characteristics of the Municipality 

If municipal residents share the same concerns and expectations as 
public employee union members, they will be more receptive to the politi
cal activities of public employee unions. Public employee unions may 
exploit this by engaging in political activities. In contrast, where commu
nity support for unionization is strong, public employee unions may be able 
to achieve their goals without expending organizational resources on politi
cal activities. Thus the level of community support for unions should affect 
the likelihood of a public employee union engaging in political activities, 
but the nature of the effect is ambiguous. 

The city's form of government should impact interest group political 
activities. Participation in political activities should be lower in cities having 
a city manager form of government, because city managers are nonelected 
government officials and, thus, are less susceptible to political pressure. 
Also, "a city manager may restrict the channels of political influence by 
centralizing the administration of city affairs in a single office" (Anderson 
and Delaney 1990:365) .  

Finally, economic conditions in the municipality are likely to influence 
collective bargaining outcomes, but the nature of their effects is ambigu
ous. Due to the greater scrutiny given to collective bargaining outcomes 
when the city faces severe financial constraints, city officials may be under 
greater pressure to "hold the line" in contract negotiations with public 
employees. Facing greater opposition at the bargaining table and a more 
politically active community, public employee unions may either decide to 
engage in political activities to overcome the political opposition of tax
payer interest groups or decide not to expend organizational resources on 
political activities. 
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Data 

Protective service unions (police and firefighters ) are recognized for 
their active participation in local politics (Stieber 1973) and, thus, are use
ful subjects for a study of public employee unions political involvement. 
Accordingly, data were collected on a national sample of police and fire
fighters unions in 816 cities having populations of 10,000 or greater. Union 
political activities data were obtained from the International City Manage
ment Association's (ICMA) "Labor-Management Relations-1988" survey, 
and financial and sociodemographic data were obtained from various gov
ernment publications. 

Respondents to the 1988 ICMA survey were asked the union status of 
police and firefighters and whether unions representing these workers had 
engaged in specific political activities since 1 July 1978. These data do not 
permit identification of the exact years in which unions engaged in specific 
political activities, nor do they provide information on the extent of union 
political involvement. Thus the occurrence and level of political activity is 
assumed to be constant over the 1978-88 period. 

Empirical Model and Results 

Dependent Variables 

Three dependent variables were used in the analyses. The variable 
l'OLACTIV is a dichotomous variable measuring whether the protective ser
vice union engaged in one or more of the following political activities: can
didate endorsements, candidate financial contributions, manpower or in
kind contributions, mismanagement disclosure threats, publicity campaigns, 
ancVor taking issues to referendum. The variable E LECTOIIAL is a dichoto
mous variable measuring whether or not the protective service union 
engaged in one or more of the following electoral political activities: candi
date endorsements, candidate financial contributions, and/or manpower or 
in-kind contributions. Finally, the variable LEGISLATE is a dichotomous vari
able measuring whether the protective service union engaged in one or 
more of the following legislative political activities: mismanagement disclo
sure threats, publicity campaigns, ancVor taking issues to referendum. 

Independent Variables 

Unions are generally associated with more liberal policies, and unsur
prisingly, they tend to support democratic candidates for elected office. 
Therefore, control of local politics by the Republican party should lead to a 
less favorable political environment for public employee unions. Unfortu
nately, adequate measures of this political dimension at the local level do 
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not exist. We can, however, use as a proxy the percentage of state represen
tatives who are Republicans ( PcrHEPUB). For reasons indicated, the effect 
of PCTH EPUB on union political involvement is ambiguous. 

The presence of a collective bargaining agreement between the munic
ipality and the protective service union (CBA) and a previous strike by the 
protective service union (sTRIKE) represent institutional characteristics of 
the labor-management relationship that might affect union political activi
ties. If political activities are a complement to collective bargaining, CBA 
should be positively associated with the likelihood of a union engaging in 
political activities. If collective bargaining and political activities are largely 
substitutes for one another, CBA should negatively affect the likelihood of 
union political activities. A previous strike by the protective service union 
(sTHI K E ) ,  which measures labor-management hostility, should positively 
affect the likelihood of union political activities. 

Given that more favorable bargaining laws increase union bargaining 
power, the ultimate effect of a state's collective bargaining law (LAw) on 
union political involvement v.rill depend on whether collective bargaining 
and political activities are complements or substitutes. If they are substi
tutes, LAW should negatively affect the likelihood of unions engaging in 
political activities. If they are complements, the effect of LAW on union 
political involvement should be positive. In addition, because union bar
gaining power is enhanced by a favorable legal environment, the effect of a 
collective bargaining agreement on the likelihood of union political 
involvement may depend on the favorableness of the state's law towards 
collective bargaining. To test this, an interaction term ( LAW°CBA) is included 
in the estimating equation. 

The percentage of the local labor force employed in manufacturing 
( rcrM FG), and the percentage of state residents who are unionized (PCTU

NION), both should positively affect the receptiveness of the local commu
nity and government officials to union concerns. The percentage of munic
ipal revenues comprised of intergovernmental grants ( PCTGHANT) and 
municipal per capita tax revenues (TAXBASE) represent economic factors 
that might influence union political involvement. The effects of PCTMFG, 

PCT U N I O N ,  Pcn : HA NT, and TAX BASE on union political involvement are 
ambiguous. A city manager form of government (cnYMGH) should nega
tively affect union political involvement. 

Finally, several additional variables are included which might affect the 
likelihood of a union engaging in political activities. These are municipal 
population ( roP, POP2) and dummy variables representing the geographic 
region in which the city is located ( M I DWEST, NEAST, WEST; SOUTH is the refer
ence category). Also, a dummy variable, FI R E ,  is included to examine 
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whether a firefighters' union is significantly more or less likely to engage in 
political activities than a police union. Since firefighter unions are believed 
to be more politically active and more politically effective than police 
unions (Stieber 1973), FIHE should be positively associated with the likeli
hood of protective service union involvement in political activities. Thus 
the estimating equations can be written as: 

I'OLACTIV, ELECTOHAL, 
LECISLATE 

(l'CTHEI'Uil, CllA, STHIKE, LAW, LAW'CBA, l'CTMFC:, I'C :T
UNION, CITYMCH, I'CTCHANT, TAXBASE, 1'01', 1'0!'2, MID
WEST, N EAST, WEST, FI HE) + e. 

Because the dependent variables are dichotomous, we use logit analysis 
to estimate the equations (Hanushek and Jackson 1977). 

Protective Service Union Political Activities 

Column 2 of Table l shows the estimates for the I'OLAC:Tiv equation. 
According to the results, a collective bargaining agreement between a pro
tective service union and a city positively and significantly affects the likeli
hood of a union engaging in political activities. Moreover, the effect of a 
collective bargaining agreement on union political involvement is signifi
cantly greater in states having more favorable collective bargaining laws 
toward protective service employees (LAW'C:BA) . 

The favorableness of a state's collective bargaining law toward protec
tive service employees has nonsignificant effects on the likelihood of union 
political activities for nonbargaining unions. However, the favorableness of 
a state's collective bargaining law significantly increases the likelihood of 
union political activities where there is a collective bargaining agreement 
between the union and the municipality (b= .235; s.e.= .093). The effects 
of a collective bargaining agreement and the legal environment on union 
political activities suggest that political activities are a complement to, 
rather than a substitute for, collective bargaining. 

Electoral vs. Legislative Political Activity 

Results in Columns 3 and 4 of Table 1 show estimates of the regression 
parameters when protective service union involvement in electoral ( ELEC· 
TORAL) and legislative ( LEGISLATE ) politics are the dependent variables, 
respectively. 

Electoral political activities. Protective service union electoral political 
activity is significantly more likely if there is a collective bargaining agree
ment between the city and the union (CBA), and the effect is significantly 
greater the more favorable the state's collective bargaining law toward pro
tective service employees (LAW"CBA) . Interestingly, the favorableness of a 
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TABLE 1 

Determinants of Union Political Involvement 
Logit Estimates (N = 1,1 12) 

Descn}tives l'OLACTIV ELECTORAL LEGISLATE 
-(2_) _ (3) (4) 

Means Coeff Coeff. Coefi 
(S.D.) (S.D.) (S.D.) (S.D.) 

Dependent Voriables 
l'OI ACTIV .456 

(.498) 
ELECTORAL .379 

(.485) 
LEGIS LATE .258 

(.438) 

Independent Voriables 
l'CTHEPUB 40.298 -.010 .012 -.009 

( 1 1 .860) { .007) (.008) (.009) 
CBA .849 .506° 0 .885°0 0 . 1.36 

( .358) ( .230) (.257) (.235) 
STHIKE' .014 . 177 .204 1 .313° 0 

( . 1 19) { .602) (.580) (.556) 
l AW" 0.00 -.215 -.283° -.040 

(1 .00) { . 143) (. 156) ( . 155) 
IA\\'°CBA . 106 .450° 0 0  .549° 0 0  . 1 77 

(.824) (.168) (.181 ) ( .187) 
I'CTMI'G 22.992 .004 .012 -.015° 

(10. 182) (.007) (.008) (.008) 
l'CTUNION 22.971 -.004 .020 -.0370 0  

(6.858) (.014) (.016) (.016) 
CITYMGH" .603 .109 -.218 .464" 0 

(.489) (.153) ( .167) ( . 175) 
I'CTGHANT 27.247 .007 .007 .003 

(13.879) (.005) ( .006) (.006) 
TAXBASE 106.04 -.822E-3 -.0020 0  0 -.201E-.3 

(169.334) (-.822E-3) (.681E-.3) (.554E-3) 
1'01' 55.945 .01 1 0 0 0  .011 0 0 0  .0030 0 0  

(155.316) (.002) (.002) (.001) 
1'01'2 -.345E-5 o o o  -.324E-5 • "  

-.675E-6 
(.787E-6) ( .729E-6) ( .475E-6) 

NEAST .266 - 1 .323° 0 0  -1.8530 0 0  -.465 
(.442) (.363) (.396) ( .. 393) 

M ID \ITST .348 -.8240 0  -1.001 0 0  -.. 327 
(.476) (.372) (.397) (.410) 

\\'EST .229 .001 -.037 -.267 
(.420) (.330) (.344) ( .. 357) 

FIHE' .435 . 141 . 150 . 156 
(.496) ( . 134) (. 141 ) ( .146) 

Intercept -.333 - 1 .179 -.016 
(.462) (.503) (.SOl) 

- 2 Log likelihood Ratio 205.4720 0 " 259. 14.3° 0 0  1 12.080° 0 0  

0 • o (• • , o ) Significant at the . 0 1  (.05, .10) level. 
" One-tail test; all other tests are two tail. 
h LAW was created using the NBER's Public Sector Collective Bargaining Law Data Set. 
See Valletta and Freeman ( 1 988). 
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state's collective bargaining law toward protective service employees (LAw) 
has significant negative effects on the likelihood of a protective service 
union engaging in electoral politics if a union does not have a collective 
bargaining agreement with the city and has significant positive effects if a 
union has a collective bargaining agreement with a city (b= .266; s .e . =  
.096) .  These results strongly suggest that public employee unions view 
electoral political activities as a complement to collective bargaining. This 
is not surprising because public employee unions' electoral political 
involvement can help determine who their bargaining opponent will be, 
thereby affecting local government's receptiveness to union bargaining 
demands. 

The negative and significant effect of per capita tax revenues (TAXBASE) 
indicates that public sector unions operating in municipalities facing finan
cial constraints are less likely to engage in electoral political activities. Per
haps opposition to union favorable-candidates by other interest groups 
makes it too risky for labor organizations to commit resources to electoral 
politics. 

Legislative political activities. Of the factors that s ignificantly affect 
whether or not a protective service union engages in electoral political 
activities, only municipal population ( PoP) has a significant (positive) effect 
on the likelihood of union involvement in legislative politics. The results in 
Column 4 indicate that a prior protective service union strike (sTHIKE) sig
nificantly and positively affects the likelihood of a union engaging in leg
islative political activity. Strike activity by protective service unions is 
designed to pressure government officials to grant concessions desired by 
unions. To this extent, strikes represent a union pressure tactic similar to 
mismanagement disclosure threats and publicity campaigns, both of which 
are included as legislative political activities. The results also indicate that 
unions operating in municipalities with a city manager form of government 
(ciTYMGH ) are significantly more likely to engage in legislative political 
activities. Given the nonelected nature of city managers, they cannot be 
easily influenced through electoral political involvement. Consequently, 
public employee unions must emphasize legislative political activities. 

In contrast, the percentage of local residents employed in manufactur
ing (rcrMFG) and the percentage of state residents who are unionized 
(rcrUNION) both significantly and negatively affect the likelihood of a pro
tective service union engaging in legislative politics. Cities in which a high 
percentage of local residents are employed in manufacturing and that are 
located in more highly unionized states provide a more favorable environ
ment for unions to engage in political pressure tactics. Apparently, public 
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employee unions are less likely to engage in legislative activities in munici
palities that are otherwise receptive to prolabor issues. Where public sup
port for unionization is strong, public employee unions may be able to 
achieve their goals without expending resources on political activities. 

Discussion and Conclusion 

In addition to general characteristics of cities such as population and 
regional location, this study suggests that various political, economic, legal, 
and institutional characteristics of the labor-management relationship are 
important determinants of protective service union political activities. Sev
eral important findings emerge from the analysis. First, differences exist 
between the types of factors that determine protective service union 
involvement in electoral political activities and those that determine leg
islative political involvement. While public employee unions' participation 
in electoral activities appears to be mainly a function of institutional and 
legal factors, participation in legislative activities is basically a function of 
various municipal characteristics. 

Second, there appears to be strong support for the proposition that 
public employee unions' involvement in political activities, particularly 
electoral political activities, is complementary to their bargaining function. 
Unions in our sample are more likely to engage in political activities when 
they have a collective bargaining agreement, especially when they are cov
ered by favorable bargaining laws. Political activities are not a substitute for 
the unions' primary function, i . e . ,  collective bargaining, but a way of 
strengthening their advocacy and representational function. 
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U nfai r  Labor P ractice Charges Fi led in  
Exist ing Bargain i ng Relationships

Bi lateral Bargain i ng? 

KAREN E. BOROFF 
Seton Hall University 

Are unfair labor practices (ULPs) filed under the National Labor Rela
tions Act (NLRA) charged by unionists or management as tactics in a larger 
set of negotiations between labor organizations and management? The 
question, posed by Delaney, Lewin, and Sockell ( 1985) in their review of 
research on the NLRA, has been only partially answered. Without a doubt, 
there is a stream of research that suggests that certain firms are more prone 
to commit ULPs. Furthermore, this research informs us that managers 
knowingly violate the NLRA in order to chill labor organizing efforts or 
obstruct a newly appointed certified bargaining agent from securing a first 
contract (Cooke 1985; Greer and Martin 1978; and Kleiner 1984). At the 
same time, there is also research to suggest that unionists may use the 
NLRA as a tool to win organizing elections (Boroff 1991) .  This collective 
research has tended to center on the use of the agency at the inception of 
the bargaining relationship when unions seek to be recognized. However, 
there is no research that explores the extent to which management or 
unions in ongoing relationships are motivated to use the agency to increase 
their respective bargaining power. This is surprising. While the majority of 
all ULPs filed in a given year are estimated to be generated from unionists 
and management in the course of organizing activities, 1  ULPs are nonethe
less generated in established and ongoing relationships too. In fact, it is esti
mated that the bulk of ULPs centered on the refusal to furnish information, 
either by management or unions, are initiated in established units! Do 
these filings occur in a quest to preserve Section 7 rights under the act or as 
extensions of contract or grievance negotiations? What conclusions can be 
drawn about the efficacy of the act and the agency that administers it from 
the perspective of those in ongoing bargaining relationships? Certainly, 
while interest in ensuring that individuals' rights to organize under the act 
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are protected is important, insights on how the act works for others not fac
ing organizing elections is necessary if scholars wish to put forth a compre
hensive evaluation of the NLRA. This is especially relevant now as Presi
dent Clinton's Commission on the Future of Worker/M anagement 
Relations seeks to determine if labor law reform is warranted. 

The purpose of this paper is to examine, via a case study, the motiva
tions behind the filing of a series of ULPs. These ULPs were filed by a 
labor organization that was the exclusive bargaining agent in a bargaining 
relationship of more than forty years. This design is chosen for two reasons. 
First, a qualitative case study design is chosen, as opposed to a larger quan
titative methodology, as a first step to inform us of the usefulness of subse
quent research . Of course one example does not establish a trend. 
Nonetheless, if one can find evidence that individuals are motivated to use 
the board to "enlarge" the bargaining table, then a researcher can next 
investigate the pervasiveness of that behavior. Second, union-generated 
ULPs are studied, as opposed to management ones, since the majority of 
ULPs filed are those originated by labor organizations and individuals 
alleging employers' violations of the act.3 So again as an initial step in 
exploring why ULPs are filed in existing relationships, it makes sense to 
focus first on the behaviors of "heavy users" of the act. The actors involved 
in this study are the American Telephone and Telegraph Company-Long 
Lines Department (AT&T Long Lines or the "company") and the Commu
nications Workers of America ( CWA) . The time period under study is from 
1977 through 1981 .  

The Setting for the Charges 

In 1977 the former Bell System companies and their unions, the Com
munications Workers of America, the International Brotherhood of Elec
trical Workers, and the Telephone Independent Union, negotiated a new 
three-year contract. As was the custom in the Bell System, bargaining pro
ceeded at two levels. At the national level, systemwide wages and benefits 
were bargained. At the second level, local-level bargaining, terms and con
ditions of employment specific to the needs of the employees and manage
ment of the subsidiaries and departments of the Bell System were negoti
ated. One of these departments was AT&T Long Lines, whose nationwide 
bargaining unit of 26,000 employees was represented by the CWA. This 
unit was established shortly after the passage of the Wagner Act in 1935 
but was one of several units of a loose confederation of worker organiza
tions . The CWA came into existence from these federated groups.' 

At the time the issue of this study first arose in 1977, there were 
approximately 45 CWA locals within the AT&T Long Lines bargaining 
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unit. These locals, headed by elected local presidents, reported to the 
national director for the Long Lines unit. The national director was also 
elected by delegates from the respective locals within the unit. The 
national director and his assistant, as well as five "at-large" elected dele
gates, formed the CW/\s local-level bargaining team in 1977. Typically, 
these bargaining team delegates were local union presidents. The CWA 
bargained across the table from a management team headed by AT&T 
Long Lines' labor relations manager.5 

One of the CWA local bargaining demands at the 1977 table was that 
the union be provided "exact cop(ies) of all pertinent local grievance infor
mation upon request."• This demand was put on the table on June 8, 1977, 
and it reflected the union's attempt to oblige AT&T Long Lines contractu
ally to provide grievance documentation in the form of photocopies. 
Heretofore, the company permitted the union to examine relevant griev
ance information. However, if the union wanted to have copies of that 
material, it was required to hand-copy it.7 In some cases when the material 
was voluminous, the provisioning of photocopies may have been consid
ered. This, however, was the exception. By and large, grievance material 
had to be hand-copied by stewards handling the grievance. It was this prac
tice that the union was seeking to change during the 1977 negotiations. It 
is important to note that the CWA was not protesting the company's failure 
to provide information; rather, it was the intent of the demand to obtain 
the information in the form that the CWA wanted. 

On June 20th and July 7th the demand was further discussed." The 
company indicated that it would be "receptive to discussing [the demand]" 
if the union was willing to talk about the company's desire to secure a no
strike clause. The union responded by indicating that it was not ready to tie 
anything together just yet in negotiations. Formal and informal discussions 
on all demands continued." Finally, on August 13, 1977, the parties reached 
agreement on a new contract, but the company specifically rejected the 
union's "photocopy" proposai. 1 "  This new contract was eventually ratified 
by the membership approximately two months later. 1 1  

The Unfair Labor Practice Charges 

On July 25, 1977, some seven weeks after the union put forth its "pho
tocopy" demand, a ULP was filed with Region 13 (Chicago) of the NLRB, 
13-CA-16695. The individual responsible for filing the charge was the 
Chicago area local president at the time, Joseph Devito.12 Devito also was 
one of the elected "at large" delegates to the CWA's bargaining team. The 
charge alleged a refusal to provide information by the company, an 8(a)(5) 
violation, because the company failed to provide photocopies of personnel 
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material to the union for its grievance handling. This documentary material 
was made available to the union for its hand-copying, but not in the form 
of photocopies. After reviewing the case, the regional director dismissed it 
on August 22, 1977. He reasoned that the information was made available 
to the union and requiring the union to hand copy the relevant material, 
excerpts from 1 16 pages of personnel files, did not unduly burden the 
grievance process. The local requested that the regional director's decision 
be reviewed by the Office of the General Counsel of the NLRB, then 
headed by John S .  Irving, on September 28, 1977. Two days later, Devito 
filed a second ULP, 13-CA-16905 (involving excerpting from 40-60 pages 
of material) again alleging an 8(a)(5) violation because of Long Lines' fail
ure to provide material in the form of photocopies. This charge was also 
dismissed by the region, on November 3, 1977, for the same reasons as 
Devito's first charge. Like the former ULP, the local also requested a 
review by the general counsel. On December 15, 1977 and December 30, 
1977, respectively, the Office of the General Counsel dismissed the two 
cases on the basis that the hand-copying rule was not burdensome nor did 
it impede the union's ability to process grievances. 

About six months later on June 6, 1978, a ULP was filed in Region 1 
( Boston) of the NLRB,  1 -CA- 14610.  The charge was filed by Brian 
McDougall, the local union president of the northern New England area 
for AT&T Long Lines emp}oyees. Like Devito, McDougall was also a 
member of the 1977 CWA local bargaining teamY Like Devito's charge, 
McDougall was also alleging an 8(a)(5) violation of the NLRA by the com
pany's refusal to provide grievance material in the form of photocopies. 
Unlike his counterpart in Chicago, however, the Boston regional director 
decided to issue a complaint on McDougall's ULP. This was done on 
December 14, 1978. The reason for this decision was that now the hand
copying was deemed unduly burdensome to the grievance process, ostensi
bly because it involved excerpting material from 71 pages of documenta
tion. Curiously, however, this complaint was not issued until after the 
Boston region had requested and received advice from the general counsel 
on this matterY Four months later, McDougall filed another ULP, 1-CA-
15940, alleging again an 8(a)(5) violation stemming from Long Lines' fail
ure to provide information in the form of photocopies to the CWA. This 
ULP involved four additional grievances, collectively involving approxi
mately 60 pages of documentation. 15 

The two ULPs were consolidated; the hearing before the administra
tive law judge (ALJ) took place in June,end July 1979. The ALJ ruled in 
favor of the CWA, deciding that the failure to provide the union photo
copies did violate the NLRA and ordered the company to provide them.1" 
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This decision was eventually upheld, 2-1 ,  by the NLRB the following June 
1980.17 At that time, the company and the union had just commenced labor 
negotiations for a new three-year contract. Both Devito and McDougall 
were again on CWA's local bargaining team.'" When the company received 
the NLRB's decision, it decided to appeal it to the U.S.  First Circuit Court 
in Boston, based on the dismissal of the similar charge filed in the Chicago 
region and the dissent of NLRB M ember Penello, who had expressed con
cern about the sweeping nature of the majority's opinion. However, in 
M arch 1981, the court ruled 3-0 in favor of the CWA.'" Subsequently, the 
company decided not to appeal the case further. From there, as ordered by 
the First Circuit Court, the parties negotiated over the per-page cost of the 
photocopies that the company would charge the union for its future re
quest for grievance material in the form of photocopies.2" 

Debriefing the Case Study 

At this juncture the reader may be wondering why the company 
refused to provide photocopies to the CWA. Was it a form of "harassment" 
with the CWA? Perhaps so, but this can well be material for another case 
study. Here, however, the purpose of the study is to examine the motiva
tions for filing charges-specifically whether a party's use of the NLRA was 
an extension of the bargaining table in an existing relationship. Given the 
facts of the case study, I now tum to this question. 

Is There Evidence of Bilateral Bargaining? 

There is no doubt that the 1977 bargaining demand preceded the 
ULPs that were subsequently filed. Furthermore, it cannot be disputed 
that two members of the union's bargaining team were also the same indi
viduals who filed the ULPs. Were these events coincidental? The odds of 
Devito and McDougall both being elected to the bargaining team from a 
field of 45 are slim. Of course one may argue that not all local union presi
dents in the Long Lines bargaining unit were created equal nor had the 
political resources to ensure their victory in union elections. For the sake 
of argument, then, discount three-fourths of the local presidents and the 
odds improved for both Devito and McDougall. 

What is the likelihood, however, that these same two individuals would 
also be the ones to file ULPs on a failed bargaining demand? According to 
Devito,"' it was customary for the CWA to hold periodic "local presidents" 
meetings. There the presidents would share with one another their prob
lems and techniques in dealing with workplace issues. Devito recalls that at 
one such meeting prior to the 1977 negotiations he urged local presidents 
to work to obtain grievance materials in the form of photocopies from the 
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company. He noted to the group that he had been successful on occasion 
to obtain these. However, given the frequent changes in line managers, 
what he could informally secure from one manager he might not be so suc
cessful with the next. From that discussion the local presidents decided to 
place this issue as a bargaining demand in 1977 negotiations. Conceivably 
then, all local presidents were alerted to the photocopy issue and could 
equally have pursued a ULP charge on it. Only two did-the same two 
who were on the bargaining team. 

While the numbers seem to rule out coincidence, the motivations 
behind the filings are conclusive, Devito explains why he filed the ULPs: 

Working with management is like building a castle in the sand. 
You have to guard the castle on all fronts, or else the ocean will 
wash away what you've built. That's why we made the bargaining 
demand and filed the charges-! had to build the fronts. I got 
photocopies from some managers, but then other managers 
would deny me. So we demanded it at bargaining, but if I got the 
law to make management give photocopies to me, I could make 
the rule stick better?2 

How was it that McDougall filed the ULPs in Boston? Devito offers his 
recollections: 

I lost my NLRB charges so I said that we should try elsewhere. 
McDougall was interested. So, I did all the work and McDougall 
got all the kudos. I sent him three inches of material for him to file 
his ULPs. He won his. It tock us three years, but we finally won.23 

From both the circumstantial data as well as the insights from Devito, 
then, the use of the agency to secure objectives that the union was also 
attempting to secure at the bargaining table did occur here. 

Did the Agency Contribute to the Bilateral Bargaining? 

Was the agency more than a neutral player in this set of "negotiations"? 
From the evidence at hand, it does appear that the agency did contribute 
to the attractiveness of a union's "end around" the bargaining table. This 
was done in two ways. First, the agency's policy on the "zipper clause" of 
the collective bargaining agreement left open the degree to which subjects 
surfacing at the bargaining table could also become grist for the ULP mill. 
Second, the agency's wavering on what constituted a ULP in this instance, 
for all practical purposes, allowed the union to shop for a "winning" forum 
and the company to become hardened in its position. Let me discuss each 
of these factors. 
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The zipper clause. A zipper clause is a provision in a collective bargain
ing agreement that severely limits the right of either parties to the agree
ment to raise issues covered under 8(d) of the NLRA during the life of the 
newly executed labor contract.24 In essence, the terms and conditions of 
the labor contract are "zippered" or sealed for the contract's duration. In 
this way, both management and unions hope to stabilize the employment 
relationship for the life of the agreement. 

The collective bargaining agreement between AT&T Long Lines and 
the CWA contained a zipper clause. It read, in part: 

(T)he Contract is in final settlement for its duration of all de
mands and proposals made by either party during negotiations and 
constitutes the entire understanding between the parties . . . .  25 

The company argued that the provisioning of photocopies was de
manded and denied at the 1977 bargaining table. In fact, on August 13, 
1977, when the contract was finalized, the company denied the photocopy 
demand as follows: 

Let me respond to Union Demands 22, 22a, 17, 20, 23, 28 [the 
photocopy demand], 31, 32, 34, and 36, not by just saying "no," 
but by saying "hell no." We plan no movement and I'm sure you 
are not surprised.26 

So, the company reasoned that since the CWA had bargained the issue but 
for whatever reasons had opted not to pursue the demand, the company 
was no longer obliged, during the life of the contract, to entertain negotia
tions on the provisioning of photocopies. But not only had the company felt 
its belief was reasonable; its conclusion had been grounded in a pr!or 
NLRB decision. 

Where, as here, the parties have themselves decided the issue at 
the bargaining table, the issue has been taken away from the 
board and there is no need for it to interfere. To hold otherwise is 
to encourage one party to a bargaining agreement to resort to the 
board's processes to upset the terms of a contract which the other 
party to the agreement had every good reason to believe had 
been stabilized for a definite period.27 

Nonetheless, the NLRB found the company's position on the zipper 
clause unpersuasive. It did so because were the CWA to waive its right to 
obtain information in the form of photocopies, its waiver had to be "clear 
and unmistakable," as articulated in another board case that was ultimately 
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decided by the circuit court.28 It would be hard to argue here that the com
pany's denial of the CWA's demand was anything but clear and unmistak
able. Of course, this does not automatically translate to a union's awareness 
of the waiver of its rights. Nonetheless, the CWA never rejoined the com
pany's denial of its demand. The NLRB left vague exactly what an expressly 
denied demand at the bargaining table meant in terms of understanding 
the scope of a zipper clause. Practically speaking, any negotiator from 
either side would be well advised to remain silent in response to a denial of 
a demand. In this way, from the NLRB policy at hand, it would be difficult 
for the other side to mount a "clear and unmistakable" waiver of an issue. 

Beyond the zipper clause. Even if one is not convinced that the han
dling of the "zipper argument" contributed to the union's ability to negoti
ate the issue in more than one arena, the agency's policy on precedents cre
ated unpredictability on the legality of the company's actions. First, the 
regional director of Chicago and ultimately the general counsel on review 
of the Chicago ULPs decided that the law was not violated. Nevertheless, 
rulings from one region are not binding on other regions of the board. As 
argued by Attorney Feaster, one of the attorneys representing the NLRB 
in the hearing before the ALJ in the combined Boston ULPs, 

the decisions of another regional office under the National Labor 
Relations Board do not have precedential value with respect to 
any other cases involving any other regions . . .  that it has no par
ticular relevance to this particular matter?" 

However, even the general counsel's advice memorandum to the Boston 
Regional Director did not effectively rationalize the Chicago decisions. 
Apparently, according to the advice memorandum, what differentiated the 
Chicago cases from the Boston ones was, in part, the fact that in Chicago 
"the union did not initially protest the manner in which the Employer pro
vided the information . . . .  "·'" Of course, this reasoning is flawed, given that 
the union did file a ULP on this issue indicating, minimally, some level of 
protest. This, coupled with the fact that it was the sarae general counsel 
who dismissed the Chicago cases, bolstered what AT&T believed to be a 
good case from its perspective.11 Furthermore, from a pure "pages of docu
mentation" standard, there was no violation at 116 or 40-60 pages per 
grievance in Chicago. Since the Boston cases fell within these ranges (71 
pages for one complaint or at an average of 15 pages per grievance for the 
second complaint) ,  the company felt it made a (reasonable) assumption 
that its actions were not proscribed by the law. 
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Not only did the agency's policy on regional decisions contribute to the 
ease with which a party may shop for a sympathetic bargaining table, the 
board's policy on precedents was also (and, again, continues to be) impractical, 
especially for the parties involved in this case. The CWA's bargaining unit with 
AT&T was a nationwide one. It would be unrealistic from both the company's 
and the union's perspectives to maintain a "no photocopy rule" in Chicago and 
a "give photocopy rule" in Boston. In order to avoid this two-tier rule, AT&T 
Long Lines had the option to adopt the "Boston" decision as policy nationwide 
throughout the company, something, ironically, the agency did not (and still 
does not) impose on itself. In all, the agency's vacillation contributed to the 
CWA's ease to look for multiple bargaining tables and the company's resolve to 
litigate the Boston case, simply because it felt the union was attempting to get 
from the agency that which it did not get at the bargaining table. 

Conclusions 

This case study has provided insights into the likelihood that the agency 
might well be used as a negotiating tool in established bargaining relation
ships. Recognizing the limits of generalizability of case studies, this study 
nonetheless places before us several questions relevant for labor law 
reform. First, the degr�e to which region decisions ought to reflect legal 
precedents should be examined anew. Even if the agency wanted not to be 
bound by regional decisions, in situations where the general counsel was 
requested to review a region's decision, perhaps some greater deference 
should be given to that regional decision than is presently accorded. If the 
agency still wanted unfettered freedom in changing regional decisions, the 
agency should then be obliged to develop a policy that maintains proce
dural and distributive fairness for the parties caught in the cross-fire of 
changing agency policy. In any case though, if the regional decisions can 
continue to vary, parties will most likely find it continually useful to litigate 
issues on the chance that a favorable ruling will come forth in another 
venue. Furthermore, a generous interpretation of "clear and unmistakable" 
in zipper clause issues may tend to foster bilateral negotiations. 

Given that this study represents only one picture, how might one design a 
study to measure the degree to which individuals are motivated to file ULPs 
to engage in bilateral bargaining in ongoing relationships? Since motivations 
behind filing ULPs are important (as with the case of Devito), surveying 
users on why they filed ULPs is a first step. Besides the charging party, how
ever, it would be useful to obtain insights from those parties required to 
respond to ULPs as well as from NLRB officials. They will be able to cast the 
filings into a larger relationship, thereby informing on the degree to which 
ULPs represent a tactical weapon in the parties' day-to-day bargaining. 
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Assuming that ULPs are filed in existing relationships to enlarge the 
bargaining table, is there anything that labor law reform can do to prevent 
such from happening? This researcher is not optimistic that a solution can 
be devised. Unlike the fable where the little boy cried "wolf' once too 
often, even though a party filed strategic ULPs in the past, the next filing 
might represent an actual violation of the act that needs attention. So, it 
seems unfeasible to limit the number of ULPs a party might file or to shift 
the costs of case handling to the filing party. Furthermore, one would not 
want to tamper with the parties' ability to settle ULP cases informally, set
tlements that may embody issues beyond the scope of what appeared to 
have been the "face value" of the ULP. In any case, students of reform may 
wish to explore this issue further. 

In summary, this paper explored a novel but important issue in the 
domain of labor law reform. From it a useful research agenda is suggested 
which will assist in comprehensively evaluating the efficacy of the NLRA. 
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Although unions gained members in 1993, the gains were modest and 
insufficient to dispel the general perception that the U.S. labor movement 
is an institution in crisis. Explanations for union decline over the last forty 
years cite various culprits including unions themselves (Fiorito and Ma
ranto 1987). Although factors such as employer opposition may be more 
decisive, the effectiveness of unions, or their functioning as organizations, 
should be examined. Our purpose is to explore the "cognitive maps" that 
national union leaders use to assess their organizations' effectiveness. 
Given the important role that national unions play in the U.S. labor move
ment and the important role that top leaders play in guiding national 
unions, national leaders' perceptions of whether and why their organiza
tions are effective deserve study. 

Previous Research and the Role of Union Leaders 

Lower-level union leadership has been studied extensively (see Barling, 
Fullagar, and Kelloway 1992: 125-149). Research on high-level union lead
ership is more sparse. Famous leaders such as Campers, Lewis, Reuther, 
and Hoffa have been the subject of numerous biographies. At the extensive 
margin, Quaglieri ( 1 988, 1989) provides brief sketches of forty-some 
national union leaders and compares their backgrounds with those of ear
lier leaders. Importantly, while it is possible to draw some inferences on 
leadership in particular contexts from some of this work, for the most part 
it addresses leaders rather than leadership. 

Fiorito's Address: College of Business, Florida State University, Tallahassee, FL 
32306-1042. 
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Some studies examine union leaders' views of the aggregate labor move
ment. Heshizer and Graham's ( 1984) comparison survey of national union 
officials from 1983 and 1963 reveals a perceived weakening of unions, with 
51% of their 1983 respondents agreeing that there was a crisis in the labor 
movement. In both surveys respondents tended to attribute labor's prob
lems to external forces such as employer hostility, market forces, and gov
ernment policies, although a large percentage (47%) cited union structure 
and administrative policies, and a small percentage ( 1 1%)  cited union lead
ership as problems. 

In a similar aggregate assessment by various levels of union leadership, 
a more recent survey by LeRoy ( 1992) asked union officials to assess the 
labor movement and to rank order 25 factors affecting it. LeRoy's respon
dents gave their movement a mediocre assessment: "[T]he general assess
ment is that the labor movement is in somewhat poor to fair condition" 
( 1992:374) ,  with mean ratings on a single-item seven-point scale falling 
below the midpoint (3 .59 to 3.68; 3="somewhat poor" and 4 ="fair") .  
LeRoy also reports an emphasis on external factors (e.g., bargaining rights, 
the Supreme Court, and the NLRB) ,  but his respondents also ranked 
membership solidarity and union leadership among the five most impor
tant influences. Interestingly, rankings of leadership influence showed 
essentially no impact on respondents' assessments of the labor movement. 
As Reed ( 1991:306) notes, Quaglieri's ( 1989) biographical sketches reveal 
that "most of the leaders attribute blame to external causes . .  , . It is the 
rare union official . . .  who attributes a meaningful and realistic portion of 
the blame for the union movement's current predicament to the strategies 
and policies pursued by organized labor itself." 

National union leaders' decisions are particularly significant in North 
America with traditions of national union autonomy, for national unions 
occupy a key position of power in the the labor movement. National unions 
are the "sovereign bodies," or "kingpins," and exert considerable influence 
on bargaining, organizing, and political activity. Substantial authority for 
such m atters is often explicitly assigned to the national and particular 
national union officials in union constitutions. 

Conceptual Model 

As Cameron and Whetten ( 1983:2) note, organizational effectiveness is 
the ultimate dependent variable in organization studies. Few studies of or
ganizational effectiveness have examined unions until recently (Fiorito, Jar
ley, and Delaney 1993). Given the influence of national leaders and the im
portance of organizational effectiveness, we pose two questions: ( 1 ) How do 
top national union leaders rate the effectiveness of their own organizations? 
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(2) What do they see as the critical determinants of national union effective
ness? The first question is essentially one of description, while the second is 
more analytical. It implies an exploration of the cognitive maps or mental 
organizing frameworks (Lord 1985) used by national union leaders to order 
information and make causal attributions. 

Specifically, we will examine how leaders' perceptions compare with a 
model of union effectiveness. Recognizing the similarities of national 
unions and other organizational forms and at the same time their unique 
goals and democratic nature, Fiorito et al. ( 1993) draw from organizational 
science and industrial relations to propose a model of national union effec
tiveness. We summarize that model here. 

Organizational Determinants 

Innovation. It can be argued that unions have been ineffective to the 
extent they have failed to implement reforms constituting effective re
sponses to environmental change (Craft 1991) .  As Heckscher ( 1988:23) 
argues, the hope for unions is not so much a matter of doing more of what 
they already do, only better, but to do different things, and Shostak ( 1991 :  
57-66) cites several instances where unions have used new tactics to achieve 
success. This suggests that unions with higher levels of innovation are more 
effective. 

Bureaucracy. Warner ( 1975) suggests that in unions, like businesses, 
bureaucracy entails two distinct constructs. These are centralization, which 
refers to locus of decision making, and structuring, which includes formal
ization, specialization, standardization, and configuration. Warner's "struc
turing" is essentially Barbash's ( 1969) "rationalization." Since "structure" is 
used to connote several other meanings, we use Barbash's rationalization 
term. 

Craft ( 1991) explores the notion of insufficient change and excessive 
conservatism in unions. Craft notes that centralization may facilitate 
prompt action but also argues that centralization can inhibit communica
tion and may limit leader awareness of problems and solutions. This is, of 
course, a longstanding and fundamental problem for unions, which 
Heckscher expresses in terms of unions as "associations trying to act like 
organizations" ( 1988:26, emphasis in original). As Kochan ( 1980: 157-158) 
argues, centralization may be required for effectiveness in particular situa
tions, but over the long haul it can erode the membership support so vital 
for union long-term effectiveness. On balance, the negatives associated 
with centralized decision making seem to dominate, and thus it is proposed 
that unions that are more centralized are likely to be less effective. 
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The notion that unions need to balance democratic and ideological ten
dencies with administrative imperatives has long been recognized (e.g., 
Barbash 1969). The essence of this notion is that there are systematic and 
logical ways of rationalizing (or structuring) the organization that enhance 
effectiveness. Echoing earlier writers such as Barbash, Clark and Gray's 
more recent assessment concludes that unions desperately need "organiza
tional engineering" ( 1991: 198). Thus it is anticipated that greater rational
ization will be associated with higher levels of effectiveness. 

Democratic structure. In national unions, formal structures must be 
provided for member influence (Strauss 1991:218-33). Strauss reviews sev
eral reasons underlying his conclusion that democracy enhances union 
effectiveness (pp. 204-5). Thus we expect that unions with more demo
cratic structures are more effective. 

Union strategies. In contrast to the study of businesses, analysis of 
union strategies is still in its infancy. There is no generally accepted typol
ogy for union strategies in the contemporary context. Our analysis deals 
with two very broad dimensions of strategy. One dimension concerns the 
breadth of issues that the union addresses. A union may be narrow in the 
sense that it focuses exclusively on "bread and butter" issues, i.e ., the mem
ber's paycheck. At the other extreme, it may concern itself with all aspects 
of its members' lives, including political issues, social issues, etc. Liberal 
critics have long chastised unions for an excessively narrow focus, and 
indeed there is some evidence that workers have broadened their views of 
what unions should do (e.g., Jarley and Fiorito 1991). Thus unions taking a 
broader approach in terms of issues they address should be more effective. 
A second dimension concerns the scope of methods used by the union. In 
North America, collective bargaining has been the central method used to 
advance member interests. Given the extensive role of government in con
temporary economies, it is not surprising that unions are often extensively 
involved in the political sphere. Also, some unions feel they have tapped a 
neglected potential in providing direct services to members. These alterna
tive methods are suggestive of the breadth of strategies unions can pursue. 
The foregoing leads to the expectation that unions using a broader scope of 
methods will be more effective. 

Environmental Determinants 

Employment growth. Growing employment tends to imply increases in 
membership via union security clauses; low membership attrition due to 
layoffs and plant closings; prosperity for members which may facilitate 
organizing, community service, and political initiatives; relatively low risk 
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of job loss in organizing campaigns; and favorable bargaining conditions via 
financially healthy employers and high costs of striker replacement. While 
employment growth is an imperfect indicator, it is nonetheless a proxy for 
"union-friendly" market conditions and thus should be associated with 
greater union effectiveness. 

Employer opposition. Many observers attribute U.S. union decline prin
cipally to employer opposition (Fiorito and Maranto 1987). There is fairly 
strong evidence suggesting a significant role for employer opposition. Thus 
higher levels of employer opposition should reduce union effectiveness. 

Data and Measures 

The principal data source for this study is the National Union Survey 
( N US)  conducted during the summer of 1990. The NUS involved an 
extensive structured telephone interview with top officials of U.S.  unions. 
Interviews were completed \vith 275 officials from 1 1 1  unions, represent
ing a broad sampling of top national union leaders, including presidents 
(n=45), secretary-treasurers (n=43), and directors of research (n=40), orga
nizing (n= 19) ,  legal affairs (n =31 ) ,  and public relations (n =26). These 
unions represent more than 95% of all U.S. union members. Space limita
tions prevent a detailed description of measures, but most are based on 
multi-item Likert-style scales from the NUS, with the exceptions of our 
democratic structure measure (based on union constitutions), employment 
growth (based on Census data), and employer opposition (based on NLRB 
data). 

Results and Discussion 

Leaders' ratings of their union's success in several dimensions are pre
sented in Table 1. The figures reveal that leaders tend to rate their own 
unions highly, with a mean score on the summary composite over 4.0 on a 
five-point scale. Some variation is also evident: The mean score for organiz
ing effectiveness is noticeably lower and the mean score for bargaining is 
noticeably higher than the summary score. These own-union ratings contrast 
with the gloomier assessments of the aggregate labor movement by union 
leaders reported by Graham and Heshizer (1984) and LeRoy ( 1992). These 
own-union assessments no doubt entail some self-serving bias. Thus in com
parison to aggregate assessments, these results also suggest a perception that 
other unions ("not mine") are seen as the problem. But the relatively low 
own-union ratings for organizing effectiveness suggest a strong element of 
candor, and evidence comparing the organizing rating with independent 
information also suggests substantial validity in these ratings (Fiorito, Jarley, 
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TABLE 1 
Descriptive Statistics and Regression Results 

Variables Mean S.D. a 

Effectiveness Ratings 
Organizing 3.59 1 .06 
Service to members 4.46 .60 
Bargaining for members 4.40 .67 
Politics & legislation 3.78 1 .07 
All workers' interests 3.78 .96 
Overall 4 .14 .88 

Composite scale score 4.03 .56 .69 

Hypothesized Influences 
Innovation 3 . 13 .67 .76 
Centralized control 3.64 .99 . 71 
Rationalization 3.07 .52 .66 
Democratic structures 4.65 2.28 .68 
Scope of issues 3.21 .45 .64 
Scope of methods 1 .22 .33 .60 
Employment growth .81 2.27 
Employer opposition 4.06 2.69 

Summary Statistics 
R-Squared 
Adj. R-Squared 
F-Ratio 
N > 162 

. . .  : p < .01, one-tailed tests for regression coefHcients 

Standardized Regression 
Coefllcients for: 

Overall Eflectiveness 
Eflectiveness 

Rating 

.23""" 
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257 

Composite 
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.22" " "  
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and Delaney forthcoming). More generally, as Dollinger and Golden ( 1992: 
705) note: "Although there is always some doubt cast upon self-reported and 
perceptual indicators of performance, there is evidence of a high correlation 
between perceptual and objective measures" at the organization level. 

Table 1 also shows regression results for two specifications with differ
ent dependent variables. In the first, the dependent variable is the leader's 
overall rating of union effectiveness, and the right-hand variables are the 
ratings in specific dimensions. In a sense this equation reveals the relative 
weights union leaders attach to performance in specific areas (e.g. , organiz
ing, bargaining). The results reveal that the greatest weight is attached to 
bargaining on behalf of current members, with a significantly lower weight 
(p< .05) attached to organizing. Given the political nature of unions, this 
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result may reflect the fact that only current members vote, and this inter
pretation jibes with the low weight for advancing all-worker interests. 
Alternatively, this result's more benign interpretation is that it simply 
underscores the importance of bargaining effectiveness for U.S. unions, as 
noted by Barbash ( 1984:54). 

The second equation shows results for a composite scale of union effec
tiveness which combines all the variables from the first equation, and the 
right-hand variables represent the factors proposed as causal influences on 
union effectiveness perceptions. The results from this specification reveal 
support for five of the eight hypotheses, and the overall model accounts for 
52% of the variance in the composite scale. (Due to case-wise deletions for 
missing data, many cases drop out. In a specification not shown where 
missing values were replaced with means, results were very similar.) Con
sistent with the model of national union effectiveness and the hypotheses, 
leaders see union effectiveness as enhanced by innovation, rationalization, 
and addressing a broad scope of issues. Also consistent with predictions are 
the negative effects of centralized control and employer opposition. No 
support is found for the hypothesized effects of using a broad scope of 
methods, democratic structure, or employment change. 

Our investigation of the cognitive maps used by national union leaders, 
or more properly, whether the average cognitive map of national union 
leaders is consistent with a model of national union effectiveness based on 
industrial relations and organizational science literatures, is clearly 
exploratory. The results appear to offer some support for this approach. 
The results show that there appears to be some consensus among national 
leaders on the importance of various performance dimensions and also as 
to the factors that influence overall national union effectiveness. 

Innovation is obviously necessary in a constantly changing environment 
where "tried and true" methods become stale and new approaches are 
needed to appeal to new generations of workers. Employer sophistication 
in opposing unions continues to grow, and unions must strive to counter it 
through new organizing techniques, bargaining approaches, and more effi
cient internal processes (e .g. , computerized data analysis and survey 
research to support bargaining and organizing efforts). 

Similarly, rationalization-in essence, conducting the union's "business" 
in a rational and systematic manner rather than through trial and error, 
habit, and ideology-has intuitive appeal. It seems that union leaders rec
ognize the merit of calls for greater rationalization in unions. 

The result for centralized control, that centralization diminishes effec
tiveness, is more controversial. In  varying terms, observers of the labor 
movement have noted that a union must be both an "army" and a "town 
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meeting." National union leaders appear to agree implicitly with Kochan's 
( 1980) argument that while short term effectiveness may be served by cen
tralization, longer term effectiveness requires maintaining member support 
and involvement. These in tum may be ill-served by centralized control. 

The result for the scope of issues the union addresses is also more con
troversial than some others. As noted earlier, for many years "liberal critics" 
have charged unions with focusing too narrowly on workplace issues or 
even more narrowly on "economic" issues. Our results suggest that union 
leaders see union effectiveness enhanced by addressing a broader scope of 
issues. This would seem to add some support to the view that the "narrow
ness" sometimes attributed to unions may stem from their democratic 
nature rather than leader preferences. For leaders, this underscores the 
importance of member education efforts. 

In view of extensive literature citing the role of employer opposition as 
a factor weakening unions, the adverse effect for our measure on union 
effectiveness perceptions is unsurprising. We should emphasize, however, 
that this measure is not a leader perception but rather is based on NLRB 
data. Thus while this result speaks only indirectly to leaders' cognitive 
maps, it is all the more interesting in the sense that it cannot be dismissed 
as "whining" on the part of union leaders. That is, while some leaders may 
in part wrongly (and in part rightly) attribute their union's poor perfor
mance to employer hostility, our result in conjunction with evidence on the 
validity of national union leaders' perceptions of their union's performance 
(at least in organizing-see Fiorito et a!. [forthcoming] ) suggests an objec
tive basis for this attribution. 

The results that fail to support hypotheses are by definition surprising. 
Our hypotheses concerning the positive effects of using a broader scope of 
methods to advance worker interests, democratic structures, and employ
ment change were not supported. Apparently union leaders do not (on 
average) see particular advantage in giving more stress to politics, direct 
service, and other nonbargaining mechanisms for advancing worker inter
ests. Similar statements could be made concerning democratic structures 
and employment change, but here our inferences are limited by the fact 
that these measures were not based directly on leader perceptions. We has
ten to add that one should not view the result for democratic structure as 
indicating a cynicism about democracy among union leaders for this reason. 
Also, the strong result for centralized control, which may overlap inversely 
with democracy, suggests that leaders see value in decentralization. 

Our main goal was to test a model of national union effectiveness 
against data representing views of natiomil union leaders. Despite limita
tions, this effort provides some insights on the cognitive maps used by 
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union leaders. In particular, our findings suggest that national leaders see 
internal factors as critical influences on union effectiveness, in contrast to 
suggestions in some previous writings. This is encouraging in suggesting 
further that internal reforms can be implemented to achieve greater effec
tiveness. 
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XII.  EMPLOYEE VOICE IN TH E 

WORKPLACE 

Employee Voice i n  Train i ng and 
Career Development 
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University of California, Berkeley 

Current policy perspectives suggest that high-performance workplaces 
(HPWs) require innovative forms of employee voice: employee and union 
involvement (EI)  in problem-solving, continuous improvement and other 
elements of workplace decision making. Enhanced employee security and 
ongoing worker training are said to be important for enhancing EI and the 
longevity of HPWs (Brown, Reich and Stem 1993). We address here a diffi
cult aspect of this policy perspective: the conflict between employee voice 
and pay systems in traditional U.S. workplaces and the training and voice 
systems for incumbent workers that are needed to create and sustain HPWs. 

We first discuss inefficiencies in U.S. training systems and then analyze 
the relations among voice, training, and compensation in HR systems. We 
review briefly how these systems work in the U.S. ,  Japan, and Germany 
and propose an innovative approach to training, based partly on the Japa
nese emphasis upon career paths and the German emphasis upon worker 
voice, which involves workers and managers directly in a structured train
ing and career development system. This approach reorganizes the consid
erable training, both formal and on-the-job (OJT), that already charact�rize 
U.S.  workplaces. Making firm-based training more effective would gener
ate increased worker productivity, longer career ladders, and higher pay for 
front-line workers without relying upon employment security or massive 
increases in firm or government expenditures. 

Brown's Address: National Center for the Workplace, Institute of Industrial Relations, 
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Training in the U.S. Underprovided or Ineffective? 

Standard economic analysis argues that firm-based training in the U.S. 
is underprovided because high worker mobility and weak employer com
mitments to job security are inconsistent with the provision of training. 
Empirical evidence supports this view. Only 4% of the non-college gradu
ates in the NLSY (workers aged 16-25) received formal training of at least 
four weeks duration (Lynch 1993), and over half of all U.S. establishments 
did not provide any formal job skills training in 1993 ( BLS 1994). Many 
discussions emphasize how the Japanese practice of career employment in 
a single company eliminates the free rider problem associated with general 
skills training by allowing a long period to recoup investments in specific 
skill development, thereby increasing the rewards to employer-provided 
training. Mincer and Higuchi ( 1988), for example, argue that the higher 
return to and associated greater incidence of training in Japan generates 
steeper age-productivity profiles and, therefore, steeper age-earnings pro
files. Unflattering comparisons of training incidence in the U.S.  relative to 
Japan and Europe (Lynch 1993) support the underprovision view. 

New evidence from the 1994 BLS Survey of Employer-Provided Train
ing challenges the free rider argument. Losing trained workers to other 
employers was not a fear to the respondents in over half of all surveyed 
establishments and over three-fourths of large establishments (250 employ
ees or more) that provide formal job skills training. They train in order to 
retain their valued employees and do not distinguish general and specific 
skills in their training programs. Conversely, when the 51 .4% of establish
ments that do not provide any formal training programs are asked why, 
only 3.1% respond: "fear of losing newly-trained employees to other firms" 
(BLS 1994). 

Comparative studies of training have focused primarily upon formal 
training and have neglected informal training. In the U.S. ,  formal training 
means off-the-job training, and informal training refers to OJT, supervised 
either by coworkers or supervisors. In Japan, formal training refers to both 
off-the-job training and OJT, and OJT comprises by far the largest compo
nent of the Japanese training system. Surveys of U.S.  employers and work
ers consistently report that OJT constitutes the most important means by 
which workers learn the skills needed for their jobs ( Bishop 1994). Of U.S.  
establishments that do not provide formal training, two-thirds report that 
OJT is sufficient for their needs ( BLS 1994). Recent employer surveys that 
contain data on the hours spent on training indicate that OJT exceeds, by 
multiples of eight to twelve, the hours that recent hires spend in formal 
training (Holzer 1990; Bishop 1994), indicating that data on formal training 
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alone substantially underestimate the total quantity of firm-based training 
in the U.S .  Claims about inadequate U.S.  training may need to be recast to 
reflect not the quantity but the efficiency of the U.S. training system. 

We share the concern that U.S.  training systems need reform. But to 
understand the weakness of company-based training, OJT and its current 
ineffectiveness must be added to considerations such as employee mobility. 
By its very nature, OJT is integrated into a firm's HR system, especially the 
voice and compensation elements of that system. To understand the signifi
cance of OJT and how both off-job training and OJT are organized 
requires situating these in an analysis of the HR system as a whole. 

Voice, Training, and Compensation Systems 

The component parts of an employment system, to which voice, train
ing, and compensation belong, must be internally consistent. Since skills 
are developed partially through job experience and each job requires some 
initial on-the-job training, training and job assignment are interrelated. 
Over time, job assignments translate into an earnings profile and a career 
path for the individual, even if such career paths are not planned or regu
larized by management. 

Employee voice can take many forms in the employment system, from 
a unionized setting with a bargained contract and grievance procedure to a 
nonunion setting where exit provides the main form for dissent. In most 
workplaces, a set of rules constrains a manager's job assignment and pro
motion or upgrade decisions. These rules usually include a skill require
ment (before training) and the role of seniority in ranking equally qualified 
candidates. 

The compensation scheme affects the functioning of voice and the for
mation of career paths through its incentive effects. The elements of the 
pay system can be based upon skill, age or seniority, individual perfor
mance, or group performance. Performance may also be rewarded through 
job assignment or promotion decisions. To analyze how these components 
operate within an employment system, we review briefly the U.S. ,  Japa
nese, and German cases. 

U.S. Systems: Union and Nonunion 

In unionized companies, traditional U.S. voice systems have led to wide
spread seniority rules for job assignment, employee transfers and promo
tions, and layoff criteria. In addition to these important roles for seniority, 
unions have been able to obtain compressed pay increments with seniority 
in order to protect member solidarity. Unions have also successfully 
obtained narrow job classifications and reduction of the role of supervisory 
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appraisals in determining employee pay increases or job promotions in 
order to protect members against arbitrary supervisor power. 

In a traditional union-management system, employee and union voice 
generally play a very limited direct role in firm-based training. There are 
some important exceptions concerning health and safety issues, structured 
apprenticeship programs, and the recent development of joint union-man
agement training programs. Yet the traditional model remains one in which 
management structures workers' training and unions focus on increasing 
the proportion of training programs that are accessible to union members. 

The traditional voice system does affect training indirectly by creating 
some employer and employee incentives for employee training and career 
development. The rewards of greater seniority, including small increments 
of pay and working conditions, induce employees to remain with the firm 
and to acquire skills. Seniority-based-protections against layoffs induce 
senior workers to train their juniors, knowing that their own jobs are not 
being put at risk. The relatively flat age-earnings profile reinforces this 
incentive, because employers are then less likely to want to replace senior 
workers with junior workers who receive relatively similar pay. 

In the much larger nonunion sector, the weakness of employee voice 
and the contrast with the union sector still holds, but the differences are 
not as great as two decades ago. With respect to incentives for training, it is 
the similarities rather than the differences between the union and non
union sectors that are most notable. Both union and nonunion sectors ( 1 )  
exhibit relatively flat age-earnings profiles for front-line workers, (2) very 
often use job evaluation schemes that attach pay to jobs rather than to indi
viduals, (3) often use post-and-bid systems to fill job vacancies internally 
and permit employees to transfer within the company, ( 4) generally use 
narrow job classifications with a small number of well-defined tasks and 
separate production jobs from craft jobs, and (5) only sometimes use 
employee involvement programs that might stimulate training (Brown et 
al. 1995). These five characteristics create inadequate training incentives in 
both the union and nonunion sectors, and they especially inhibit long-term 
skill deepening and broadening. 

Our fieldwork on OJT in Japan and the U.S. indicates that the extensive 
amount of OJT in the U.S. is too informal and not organized efficiently. In 
the U.S. the HR system emphasizes employees' preferences in job assign
ment. A post-and-bid system with seniority is used as the basis for assign
ing jobs fairly among those workers. The result is a hodge-podge of possi
ble career paths, which reflect improved working conditions or overtime 
availability as well as idiosyncratic preferences for such things as supervi
sors or teammates. Although each job requires some on-the-job training, 
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there is no overall connection between job assignments and skill develop
ment, and the pay differences between production job classifications are 
small. Few production workers have the opportunity to learn skilled or 
craft tasks. However, restructuring OJT presents the challenge of how to 
establish an integrated and fair system of career ladders that objectively 
assign workers, measures and rewards employees' skill, and provides super
visors with information on the skill levels of employees. 

The Japanese System 

Of all foreign examples, the Japanese case stands out for the amount of 
ongoing training received by incumbent workers. Our own field work and 
those of previous observers (Dore 1973; Koike and Inoki 1990) find that 
the Japanese training systems provide very little off-job or classroom train
ing for incumbent workers. Most off-job training occurs at the time of ini
tial hire, and subsequent training typically consists of only a day or two per 
worker per year. The impressive component of training in Japan occurs on
the-job, and every supervisor and manager is responsible to do this train
ing. This training is usually highly job-related, and it permits gradual 
mobility for production workers into what in the U.S. are considered craft 
and technician positions. 

OJT in Japan is heavily structured to deepen and broaden all workers' 
skills and to facilitate flexibility in job assignment within a work team. For 
example, in many plants skill charts for each worker indicate with a four
quadrant circle the level of mastery at each station in a work section. The 
mastery levels include knowing what the tasks are and being able to do 
them first under supervision and then without supervision; conducting rou
tine maintenance and minor repairs, solving nonroutine problems, and 
contributing to continuous improvement programs; and finally to training 
new workers. Often charts also indicate the training plan for that employee 
for the next year, as well as any industrywide or national certifications that 
the employee has obtained. The mastery of skills is reflected in both the 
age-based pay, which reflects expected increases in skills, and perfor
mance-based pay, which reflects above-average achievements. 

Since pay is attached to the individual through experience, Japanese 
firms maintain strategic control over individual careers. Longer-term job 
assignments are organized around a career development plan. lntraplant 
and interplant transfers are determined by management. Although job 
classifications are very broad, transfers of workers reflect the training plan 
as well as job demands. Supervisors and workers discuss each worker's pro
gression through a career path, with an emphasis on skill deepening and 
broadening over the long term. 
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Employees and unions have little if any voice on these issues today, but 
elaborate fairness safeguards ensure that the personnel process retains 
legitimacy. These are especially salient in the appraisal process and in the 
structures of employer-provided training. Workers and their unions play no 
direct role in the process of career development through job assignment. 

In contrast to the typical U.S. practice, which differentiates between 
formal and informal training, in Japan all training is structured and formal. 
OJT is as carefully planned, mapped, recorded, and rewarded as company
provided classroom training. The key feature is not the amount of training 
but the highly structured and organized character of the training system. 

The German System 

The German case is most noted for its apprenticeship system for new 
workers. Unions are involved at every level of the apprenticeship training 
system, from the selection process and helping to maintain modern curric
ula to monitoring training guality and protecting young workers from being 
used simply as low-wage labor without receiving adeguate training as com
pensation (Marsden and Ryan 1991) .  

Training beyond the apprenticeship stage, or "further training," is  not 
as well organized. Such training is mainly oriented to achieving the "mas
ter" level in the same occupation, which entitles the worker to a higher pay 
rate, with a few workers advancing further to technician and professional 
levels. Employers are reguired to consult with works councils on the gen
eral plan for such further training and to obtain their agreement regarding 
its implementation. vVorks councils provide some voice in ensuring fair
ness. 

German unions thus far have not played as large a role in further train
ing as they have in apprenticeship training. However, some recent innova
tive efforts by unions in the metal-working and chemical industries have 
begun to extend union voice into this area (Mahnkopf 1991 ). The height
ened interest of German employers and unions in the Japanese system of 
work organization suggests that further training will be a growing issue. 

In the German system an apprenticeship program is run by companies, 
overseen by unions, and jointly implemented by supervisors and works 
councils at the plant level. Skill upgrading is not emphasized or regular
ized, and job assignment reflects one's craft, worker desires, and firm 
needs. Although there are further pay steps (master, technician, engineer), 
neither job assignment nor pay explicitly recognize experience and the 
problem-solving skills it develops. In this respect, the German system is 
similar to the American system for experienced craft workers. 
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Combining Voice and Training: An Alternative Model 

Based in part on the Japanese and German examples, we propose here 
an alternative system for the U.S. ,  with longer job ladders, steeper age
earnings profiles and more rational career development than is currently 
practiced. Employee voice plays a new role, substituting to some extent for 
the role of supervisors and for traditional grievance systems. In this pro
posed system, employees trade individual control (through seniority) over 
job assignment and the division between craft and production workers for 
increasing pay schedules. Firms trade flat pay schedules for increased con
trol over the skill and career development of workers. 

In this model it is important that employee movement from one job to 
another builds upon the workers' existing skills. Consequently, many com
panies and unions will need to rethink how jobs are assigned presently. The 
formal recognition of informal training and the long-run planning of skill 
acquisition, coupled with an integration of production and craft skills, will 
result in training that is more efficiently provided and more effectively 
used and can accordingly be rewarded with higher pay. 

Annual employee skill evaluations for the past year and career develop
ment plans for the next year would document the extensive informal but 
undocumented training that currently occurs at many workplaces. The 
evaluation and plan might be done jointly by a team of employees and 
supervisors. The estimated hours spent by the employee learning the skill, 
as well as the coworkers or supervisors who were teaching the skill, could 
be recorded to document the company's costs of informal training. 

This system requires that the skill acquisition process for each em
ployee is carefully planned and integrated into a career or job path by a 
supervisor with the employees' input. Employee voice is necessary to 
ensure that the career paths, skill standards, and training plans are rational 
and achievable; the selection, appraisal, and assignment process is adminis
tered equitably; and that the quality of training meets designated stan
dards. The employee involvement component, which constitutes the only 
alternative to an unwieldy bureaucratic system, could take several forms. 
One possibility would be career development committees, consisting of 
employees, to work with supervisors and higher management levels to 
oversee the skill development process. 

Elements of this alternative model already exist in a variety of U.S. work
places. For example, in the Wisconsin Regional Training Partnership, man
agement and labor jointly administer in-plant training for incumbent work
ers and work together to relate training curricula to industry benchmarks 
(Parker and Rogers 1994). Companies that have shifted from a job-based to 
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skill-based pay system find that it deepens employee career development 
and training and that steeper incentives substitute for seniority as a means of 
increasing workers' pay (Mericle and Kim 1994). Based upon their manage
ment consulting work with numerous companies, Rothwell and Kazanis 
( 1994) have developed off-the-shelf tools for companies to structure on-the
job training. 

Conclusions 

The model we propose combines the formal training and career path 
system from the Japanese system with worker voice from the German sys
tem. The emphasis on management's flexibility and worker's input that is 
valued in the American system is retained, although it takes a new form. 
Job assignment is jointly determined by workers and supervisors who are 
constrained by the need to form rational career paths in which training is 
transferable and, therefore, developed along the path. Pay increases as the 
worker moves along the planned career path as productivity and skills 
increase. 

Compared to the current U.S .  system, the proposed model replaces 
some worker control over job assignment with a career path and rising 
wage profiles. It gives management more input into career and training 
paths in return for a pay system that reflects increasing skill and productiv
ity. Experience matters and is rewarded in the model, putting a new mean
ing into seniority. 

The proposed system contains similarities to two programs that are 
already widespread: upgrade programs (promotion from within) and 
employee development programs. The proposed system would make these 
programs more effective for both workers and management. In traditional 
upgrade programs a worker's targeted job classification is often unrelated 
to their current or past jobs. If promotion from within for vacancies would 
be extended to upgrade workers' skills, job ladders would be longer and 
more interconnected. 

In traditional employee development programs, employers pay tuition 
for a variety of classes, including degree-granting programs, job-related 
skills, personal interest, and new careers. In most cases, these programs are 
not related to the employees' career development at the company, and the 
employees choose their own courses and level of participation. In the pro
posed system, continuing education would be related to skill development 
(including basic education where needed) and job paths. The manager and 
the worker would jointly decide what courses would be useful to take and 
how they relate to the person's overall career development, including 
preparing for a job outside the company. 
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The proposed system would facilitate flexibility and would not depend 
upon lifelong jobs. Since skill development is recognized, recorded, and 
rewarded, the system would be compatible with management needs to 
adjust the workforce and with worker needs to change jobs for personal 
reasons or better job opportunities. Firms would be able to plan, fully uti
lize, and reward the skill development of their workforce, while workers 
would take more responsibility in their career planning and better under
stand their skill development and its relationship to pay. 
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This is a summary report of initial findings of the Worker Representation 
and Participation Survey (WRPS), a year-long national study of American 
employees that began in early 1994, directed by the authors and conducted 
by Princeton Survey Research Associates. The WRPS gauges employee atti
tudes toward such matters as current personnel practices, modes of repre
sentation and participation programs, existing workplace rights, alternative 
dispute resolution as applied to workplace disputes, and worker-based regu
latory committees. 

While the WRPS has several parts,1 the present report concentrates on 
the results of a telephone survey of 2408 employees conducted in Septem
ber and October 1994. The sample draws from the population of nonsuper
visory personnel and low- and mid-level managers in private sector estab
lishments of 25 or more employees, a population equal to approximately 
70% of the employed private sector workforce, or about 60 million workers. 

Part one of this report ('WRPS Purpose and Design") provides back
ground on the WRPS. Part two ('Three Big Questions and Their Answers") 
identifies the major questions that focus the effort and reports the answers 
to them that this telephone survey provides. 

WRPS Purpose and Design 

The purpose of the Worker Representation and Participation Survey is 
to provide an in-depth survey of employee attitudes toward current work 
organization and human resource practices and toward different forms of 
workplace participation and representation. 
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Understanding what employees want is vital to fashioning effective 
labor policies in an era when new technologies and forms of work organiza
tion demand change from both workers and managers, and national labor 
institutions are themselves changing. If such change motivates a reconsid
eration of our national labor policies, it also underscores the need to hear 
directly from American workers how they think the current system is per
forming. 

The Clinton administration's 1993 appointment of the Commission on 
the Future of Worker-Management Relations provided an impetus for the 
WRPS, but the WRPS is wholly independent of the commission.2 As part 
of the study, we sought and received the advice of business and labor lead
ers and academic and public opinion experts. Their input greatly improved 
the study, but they are not responsible for the results given here. 

Considerable effort went into ensuring the authority of the WRPS, 
making it qualitatively different from standard opinion polls. Extensive 
focus group testing preceded the design of the telephone survey. The sam
ple size was roughly double the standard national opinion survey; for those 
questions also asked on the omnibus instrument, it was three times the 
usual size. The length of the survey (26 minutes) pressed the outer bounds 
of conventional telephone surveys. The wording of questions and the 
sequence in which they were asked were varied to minimize possible biases 
due to wording or question placement. The survey instrument was 
pretested several times among a large group of respondents, resulting in 
extensive changes in question wording and placement. The ongoing feed
back and counsel of our business, labor, and outside survey research 
experts contributed to making the survey as balanced and accurate as pos
sible. As reported above, a detailed follow-up survey of about half the 
respondents will permit further probing of initial responses. In addition, 
we have already subjected some of our questions to additional testing on 
the robustness of the scaling used and other aspects. 

There have been other studies of some of the issues examined in the 
WRPS. What distinguishes this survey from them is its comprehensive 
focus on representation and participation issues, its extensive effort to test 
alternative wording and sequencing on responses, its use of a separate 
management module to get managerial perspectives on representation and 
participation issues, and its detailed probing of the different dimensions of 
employee attitudes. 

Three Big Questions and Their Answers 

While the WRPS is designed to gather information on a wide range of 
issues in present employment relations, at its core it seeks answers to three 
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big questions: Do employees want greater participation and representation 
at their workplaces than are currently provided? What do employees see as 
essential to attaining their desired level of participation and representa
tion? What solutions do employees favor to resolve any gap between their 
desired participation/representation and what they currently have? 

Before reporting the answers to these questions provided by responses 
to the telephone survey, we present some background findings of the sur
vey regarding the general position of workers and their attitudes toward 
their work situation. 

First, despite popular discussion of the end of long-term jobs and ca
reers, the vast majority of employees are sufficiently tied and loyal to their 
firm to have reasons to want to participate in workplace decisions. Our sur
vey shows that employees stay many years with the same firm-on average, 
about eight years. Some 60% of our respondents described their job as 
either "long term" (40%) or allowing "an opportunity for advancement" in 
the same company (20%). Only 23% of employees described their job as 
one they would "probably leave that is not part of a career." Fifty-three 
percent of nonmanagerial employees describe themselves as having "a lot 
of loyalty" to their company, with only 14% saying they have "only a little 
loyalty" or "no loyalty at all." 

At the same time, many employees are concerned about the quality of 
labor-management relations at their firm or organization and their job situ
ation and are not confident they can trust management. One-third of 
respondents (32%) rated "relations between employees and management" 
at their company "only fair" or "poor," compared to 18% rating them 
"excellent." While 66% of respondents report that they usually "look for
ward" to going to work, 34% do not. One-fourth (25%) report that they 
"wish [they] didn't have to go"; another 9% "don't care one way or the 
other" about their job. The share of those lacking job satisfaction ("don't 
look forward to going" and "don't care one way or the other") is 39% 
among the workers making between $200 and $599 a week and is 42% 
among black workers and those in manufacturing. 

While a majority of employees report "a lot" of loyalty to their com
pany, only 38% have a lot of "trust [that their] company [will] keep its 
promises to [them] and other employees." Among nonmanagerial employ
ees, 36% report having "a lot" of trust in company promises; 42% trust 
their company only "somewhat"; 21% trust it "only a little" or "not at all." 

Many employees prefer dealing with management as a group. Some 
57% of one panel of respondents agreed with the statement 'Td feel more 
comfortable raising workplace problems through an employee association, 
rather than as an individual"; 43% of another panel reported that in dealing 
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with workplace problems they "feel more comfortable having a group of 
. . .  fellow employees help . . .  deal with management" than "dealing 
directly with management" themselves. 

In short, American employees are committed to their firms, which 
gives them a stake in how those firms operate. But they have problems 
with job satisfaction and do not entirely trust their employers; many feel a 
need to deal with management as a group. Now, to answer the questions. 

Do employees want greater participation and representation at their 
workplaces than are currently provided? Yes, employees want greater par
ticipation and representation at their workplaces than they now have. For 
all age, sex, race, occupation, education, and earnings groups, there is a 
representation/participation gap between what employees believe they can 
contribute at the workplace and what current work organizations allow 
them to do. 

Some 63% of employees report, generally, that they would "like to have 
more influence" in workplace decisions; only 1% want less influence; 35% 
would keep things as they are. Among manufacturing workers, the percent
age wanting more influence rises to 72%. Asked before considering specific 
sorts of decisions about their general satisfaction with their influence on 
company decisions that "affect [their] job or work life," 28% of respon
dents reported being "very satisfied"; 51%-53% reported being only "some
what satisfied"; 18%-20% were dissatisfied ("not too satisfied" or "not satis
fied at all") .3 Asked the same question after consideration of specific 
decision areas-including work organization, scheduling, and compensa
tion, training, technology use, safety, and the setting of work goals-the 
percent "very satisfied" dropped to 19%-22%; "somewhat satisfied" ranged 
from 48%-59%; the dissatisfied share rose to 22%-29%. Averaging across 
responses in particular decision areas, the share of employees reporting 
that it was "very important to have a lot of influence on these decisions" 
(55%) was twice the share reporting "a lot of direct involvement" in them 
at present (28%). Some 76% of employees believe that if "more decisions 
about production and operations were made by employees instead of by 
managers," their company would be "stronger against its competitors"; 
79% believe that the "quality of products or services" would improve; 87% 
report that "employees would enjoy their jobs more." 

Most employees welcome the adoption of "employee involvement" 
(EI) programs4 and other policies emphasizing employee "empowerment" 
and management accessibility to employee voice. But they do not believe 
these programs have gone far enough to encourage worker participation 
and think their effectiveness would improve with more of it. Some 31% of 
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respondents report personal involvement in EI programs-systems that 
are somewhat more prevalent among union workers (33%) than nonunion 
workers (28%); of those nonunion workers participating in an EI program, 
27% report that it addresses wage and benefit issues as well as production 
issues. Some 79% of nonmanagerial, nonunion participants in EI programs 
report having "personally benefited from [their] involvement in the pro
gram by getting more influence on how [their] job is done." Among those 
without EI programs, 64% "would like to have a program like this" at their 
company. 

But only 31% of nonunion nonmanagerial EI  participants rate the pro
grams as "very effective" in "improving productivity or quality"; most (55%) 
viewed them as only "somewhat effective," with 11% finding them ineffec
tive. Overwhelmingly (82% among nonunion employees, 91% among union 
members), nonmanagerial EI participants believe such programs would be 
"more effective if employees, as a group, had more say in how these pro
grams are run." 

Similarly, employees welcome widespread adoption of modern human 
resource policies and techniques to deal with individual employee prob
lems at work, but most view them as only somewhat effective and think the 
antidote is more employee influence in their operation. Some 68% of 
respondents reported their firm having a "personnel or human resources 
department"; 85% said it had an "open-door policy so employees can tell 
upper management about problems with their immediate supervisors," and 
32% reported their firm's having a grievance procedure using "an outside 
referee or arbitrator to settle disputes between an employee and manage
ment." 

Asked to rate the overall effectiveness of their company's "system for 
resolving the problems individual employees have at work," however, only 
about a quarter (28%) rate their present system "very effective"; 70% rate 
it "somewhat effective" (49%) or "not too effective" or "not effective at all" 
(21 %). Some 76% of employees thought that "if employees, as a group, had 
more say in how the workplace problems of individuals are solved at [their] 
company," the present system would be more effective; 16% thought it 
would become less effective; 4% thought increased employee involvement, 
as a group, would make no difference. 

As with systems for resolving individual problems, so too with those 
designed to resolve group problems and concerns. There is evidence of 
wide diffusion of relatively modem human resource policies. Some 48% of 
nonmanagerial employees in nonunion companies reported their firm hav
ing regular "town meetings" called by management to discuss workplace 
concerns; 63% reported an "open-door" policy for groups of employees to 
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raise concerns to upper management; 32% reported having a "committee 
of employees that discusses problems with management on a regular 
basis." 

But no more than a third of such employees thought any of these prac
tices was "very effective." Town meetings were rated "very effective" by 
24%, employee committees by 29%, open-door policies by 33%. 

Nonunion workers without committees want them as an additional 
mechanism for employee voice. Depending on question wording, 69%-
76% of such workers thought establishment of a committee to meet with 
management to "discuss the problems employees have as a group" would 
be a more effective way to resolve concern than their present system; only 
19%-25% thought such a committee would reduce the effectiveness of 
their present system. 

Nonunion workers with committees do not want management to select 
employee representatives to it. At present, in 26% of the cases, committee 
members are chosen by management; members volunteer in another 43% 
of the cases; employees elect representatives in only 17%. Asked how they 
would like committee members selected, nonunion workers overwhelm
ingly (86%-9%) chose against management selection, with a plurality (50%) 
favoring employee election of committee members over self-selection by 
volunteers (36% ). 

In short, most employees want more say in how their companies are 
run and how key decisions affecting them are made. They want more indi
vidual say and more say as a group and believe greater worker involvement 
in firm decision making is good for the company as well as for them. 

What do employees see as essential to attaining their desired level of 
participation and representation? Employees see management acceptance 
and cooperation as the key to the success of the employee organizations and 
workplace practices needed to close the representation/participation gap. 

Employee sensitivity to the importance of management acceptance and 
cooperation is expressed in a number of ways. Asked "Do you think em
ployee organizations can be effective even if management does not cooper
ate with them, or do you think they can only be effective if management 
cooperates?" 73% of respondents declared employee organizations could 
"only be effective with management cooperation"; only 17% thought man
agement cooperation was not required. Asked to choose between two 
hypothetical employee organizations, "one that management cooperated 
with in discussing issues but had no power to make decisions" and "one 
that had more power but management opposed," nonmanagerial employ
ees chose the weak organization over the stronger one by 3-1 (63%-22%).5 
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Unionized employees, who might be expected to show less concern 
about managerial attitudes, show the same concern as other employees . 
The percentage of current union members believing employee organiza
tions can be effective without management cooperation is the same as for 
nonunion workers ( 17% ); the share that prefers a weak organization with 
cooperation to a stronger one without is slightly higher (65%). 

A minority of employees, though enough to swing most NLRB elec
tions, report that their support for unions depends on management atti
tudes. Some 12% of nonunion employees who think management opposes 
unions and who say they would vote against one also report that they would 
switch their vote if they learned that management did not oppose it. Recip
rocally, 8% of those who would vote prounion believing that management 
would not oppose a union would switch on learning that management did. 

At the same time, employees and managers alike note management 
reluctance to embrace the changes many employees think are needed. 
Given "the ways things are set up now" in their company, 56% of those 
wanting more influence in workplace decisions believe that it unlikely ("not 
too likely" or "not likely at all") that they can get the influence they want 
even "if [they] tried"; only 10% thought it "very likely." One quarter (24%) 
of respondents reported having worked at a company or organization "at a 
time when employees were trying to form a union." Of these, 5% reported 
that management "welcomed" the effort; 66% reported management oppo
sition ranging from information campaigns ( 43%) to "threatening or harass
ing . . .  union supporters" (23%)." 

In nonunion companies, 66% of nonmanagerial workers believe man
agement would oppose a union drive either through information cam
paigns (51%) or harassment and threats ( 15%); 3% thought management 
would welcome the effort. Among senior (those with ten or more years 
with the firm) nonunion managers, 69% report that they would "oppose" 
any unionization effort at their firm; 34% report that it would "hurt [their] 
advancement in the company" if the employees they managed formed a 
union; 22% report that it would hurt their career "a lot." 

What solutions do employees favor to resolve any gap between their 
desired participation/representation and what they currently have? To deal 
with workplace issues and give employees greater say in enterprise deci
sion making, most employees want cooperative joint committees with some 
independent standing inside their companies, and many want unions or 
union-like organizations. 

Our third question is the most difficult to answer ( l )  because it asks 
respondents to assess potential new workplace arrangements which they 
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have not directly experienced, (2) because of the importance of expecta
tions about management stances to expectations about the effectiveness of 
arrangements, and (3) because the wide diversity in employees and work
places implies that the same nominal program or policy will have different 
connotations to different employees. 

We tried in several ways to navigate these difficulties in determining 
the attributes of the organizations or programs that employees would like. 
With regard to unionization, we asked how employees would vote in a 
union election today-a question that has been asked in several other sur
veys-to which we added a second question about whether they thought 
50% or more of the workers at their workplace favored a union. With re
gard to workplace organizations in general, we asked employees to specify 
the attributes of an employee organization to deal with workplace prob
lems "if it was your decision alone to make, and everybody went along with 
it." We also asked employees which one of three ways they preferred to in
crease employees' say and make sure employees are treated fairly at work
places: laws/ joint employee management committees to discuss problems, 
and employee organizations or unions to negotiate or bargain over issues. 

From all of these different approaches, we believe, an answer does 
emerge. As we have seen, most employees believe that giving employees, 
as a group, more say in workplace functions and programs would increase 
their job satisfaction and improve the effectiveness, fairness, and overall 
performance of their firm. With respect to unions, a substantial minority of 
employees-several times the current level of union membership-want to 
join them. Consistent with many other polls, nearly a third (32%) of non
union nonmanagerial employees would vote for a union "if an election 
were held today to decide whether employees like [them] should be repre
sented by a union"; in addition, 33% of all nonunion nonmanagers and 
82% of those who would themselves vote for a union believe that more 
than half their fellow employees would do the same. Among current union 
members, 90% would vote to keep their union if a new election were held 
today; 85% of all union members and 94% of those who would themselves 
vote to renew the union believe that a majority of their colleagues would 
do the same. Overall, then, 40% of respondents reported that they would 
vote union in an election, and 40% reported that most workers at their 
workplace would vote union-about three times the rate ( 14%) of union 
membership reported in our sample." 

Given a choice between "laws that protect the rights of individual 
employees," "joint employee and management committees that discuss 
problems," and "unions" or "employee organizations that negotiate or bar
gain with management over issues" and asked to choose which one they 
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thought would most effectively "increase employees' say in the workplace 
and make sure they are treated fairly," the majority of employees prefer 
joint committees; unions or union-like organizations came in second place, 
with more legal protections third. 

In a question format offering laws, joint committees, or "unions that 
negotiate or bargain with management over issues," 63% chose joint com
mittees, 20% chose unions, and 15% chose laws. In a question format 
offering laws, joint committees, or "employee organizations that negotiate 
or bargain with management over issues," 56% favored joint committees, 
29% employee organizations, and 13% chose strengthened laws. 

Asked to consider "any kind of employee organization, not just unions," 
on the assumption that "it was [their] decision alone to make, and every
body went along with it," nonmanagerial employees prefer an organization 
"run jointly" by employees and management (85%) to run one by "employ
ees" alone ( 10%); one in which, in cases of conflict, final decisions are 
made by an outside arbitrator (59%) to an organization in which manage
ment makes final decisions (34%); one with access to confidential company 
information (47%) to one relying on public records (39%); one in which 
employee representatives are elected (59%) to one in which they are vol
unteers (25%) or management selected (10%); one composed of similarly 
situated workers (55%) rather than including everyone except upper man
agement (31%); and one drawing on company budget and staff (52%) to 
one relying only on its own budget and staff (34%). 

Conclusion 

In a nutshell, the WRPS shows that most American employees want 
more involvement and greater say in their jobs. Many-sometimes a clear 
majority, sometimes a large minority-also want some form of workplace 
organization or policy that provides them with group as well as individual 
voice. Employees wish such organization or policy to give them indepen
dent input into workplace decisions. A sizeable minority want union or 
union-like organizations; the majority, favoring joint consultative commit
tees, want to be able to select their representatives to such committees. At 
the same time, virtually all employees-including union members and 
those interested in joining unions-strongly prefer cooperative relations 
with management to conflictual ones and are acutely sensitive to the need 
for management acceptance of representation and participation organiza
tions or policies if those are to work. And they do not think that coopera
tion and acceptance, at least on terms anywhere near the organizations 
they desire, are currently forthcoming from American management. 
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Endnotes 

1 This survey was preceded in February 1994 by occupationally stratified focus 
groups of ( 1 )  low-wage service workers in small firms and (2) larger firms, (3) manufac
turing workers, (4) clerical workers, (5) "knowledge" workers, and (6) middle managers. 
A summary of the findings is available as 'WcJrker Representation and Participation Sur
vey: Foms Group Report (April 1994). In November 1994, an omnibus survey of an 
additional l lOO workers extended the reach of the initial telephone survey and tested 
the scales used in questioning there. Results from a follow-up survey of 800 participants 
in the original telephone survey, designed to probe some responses to it and to see how 
respondents assess additional information on workplace relations and policies, will be 
reported later in 1995. 

2 The WRPS is privately funded hy grants from the Joyce, Sloan, and Russell Sage 
foundations. 

� Responses are reported in a range due to procedures used, viz. a four-way split. 
Two panels of employees were asked questions about two sets of decision areas--one 
area per panel. Half of each panel was asked the general question before consideration 
of these issues, half wa� a� ked after that consideration, yielding two "before" responses 
and two "after" ones. In the text, the "before" part of both panels yielded identical 
shares of "very satisfied" respondents and marginally different shares of dissatisfied 
ones. 

4 In the text we use the term as shorthand. In the survey we asked about "things like 
self-directed work teams, total quality management, quality circle, or other employee 
involvement programs." 

" The response should not he taken to suggest a worker preference for weak organi
zations over stronger ones; everything else we know from the survey suggests the oppo
site-all else being equal. Nor should it he read to imply anything about the conditions 
antecedent to getting management cooperation, which might reasonably be thought to 
include organization or laws sufHciently strong to punish noncooperative behavior. What 
it does suggest is that management behavior dominates employee choice among repre
sentative forms. 

6 This figure is consistent with estimates, based on NLRB election reports, that. in 
about one quarter of elections workers are illegally discriminated against for union activ
ity. 

7 This question did not hit respondents unawares; it was preceded by a series of 
questions about current workplace rights and regulations. Results of this portion of the 
questionnaire will he reported after completion of our follow-up survey, which in part 
focuses on alternative means of resolving disputes about such rights. 

8 This is our calculation. The first 40% is the sum of the share of the unionized labor 
force, as a share of the total labor force in our sample, that would vote union themselves 
(.9 x . 14 = . 126) plus the share of the nonunionized labor force, as a share of the total 
labor force, that would vote union (.33 x 86. = .275). The second is the sum of the 
unionized and nonunionized labor forces, as a share of the total labor force, believing 
that a majority of their colleagues would vote union, or . ll9 (.85 x . 14) plus .283 (.33 x 
86). 
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Between the mid-1960s and early 1970s, union membership among 
state and local employees in the United States fairly exploded and was 
accompanied by the widespread passage of state laws regulating collective 
bargaining in government. These developments stimulated numerous stud
ies examining the causes of membership growth and the adoption of public 
sector bargaining policies. Most studies looking at membership growth 
concluded that state "laws were a major factor in the growth of public sec
tor unionization" (Freeman 1986:48; see also Moore 1977, 1978; Dalton 
1982; Saltzman 1985, 1988; Ichniowski 1988; Piskulich 1992). Studies look
ing at bargaining policies found prounion laws to be positively associated 
with public employee unionism, urbanism, and legislative innovativeness 
and negatively associated with conservatism (Kochan 1973; Moore and 
Newman 1975; Saltzman 1985; Piskulich 1992). 

As political sociologists, we believe the processes of unionization and 
collective bargaining regulation are inseparable. Unfortunately, except for 
those by Saltzman ( 1985, 1988), previous studies fail to examine both devel
opments simultaneously or to analyze them from a consistent theoretical 
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framework. In what follows, we use multivariate techniques to analyze both 
processes. 

Theoretical Overview 

Researchers with various theoretical orientations use different termi
nology but agree that conflict is inherent in the workplace (marxists 
include Marx [1867] 1967; Hyman 1975; pluralists include Kornhauser, 
Dubin, and Ross 1954, Moore 1954; Coleman 1990; Dunlop [ 1958] 1993). 1  
Humans' inherent desires for creative labor, warm social relationships, and 
material comforts are necessarily frustrated under capitalism because man
agement and labor "are primarily engaged in sharing between themselves 
what is . . .  a largely given amount of income and power" (Kerr 1954:231) .  

More specifically, employers in the private sector are motivated to hold 
down wages to enhance profits; in the public sector, they are motivated to 
"act 'efficiently' and responsibly with tax monies" in order to maintain an 
environment favorable to private sector profit making (Robinson 1982:57). 
In addition, in the public sector, wages are set through legislation, a slow 
process that works to the disadvantage of civil servants in economic periods 
of persistent inflation (Wellington and Winter 1971) .  Big bureaucracy 
depersonalizes the employment relationship, contributes to feelings of iso
lation and powerlessness, and leads to faulty communications and disputes. 
Mechanization and specialization cause a "reduction in skill, variety, and 
spontaneity" with "resulting losses in psychological satisfaction" (Katz 
1954:90). These technological constraints on workers are undergirded by 
employers' commitment to management rights and scientific management 
(Coleman 1990). 

Workers' discontent naturally gives rise to collective action. Unioniza
tion reduces or eliminates competition for jobs, preventing employers from 
playing workers off each other. In addition, public employees are com
pelled to use collective action because in politics, organization begets 
power. Unions can negotiate with public management over the immediate 
conditions of employment, lobby lawmakers for larger appropriations, 
build public support for government programs, and strike to exert the max
imum pressure on elected officials (Johnston 1982). 

Many factors influence the process of unionization. Extensive urbaniza
tion masses employees and enhances communication (Marx [1867] 1967; 
Giddens 1973) ,  while a high demand for labor encourages employers to 
compromise with unions (Bain and Elsheikh 1976). When public employ
ees organize, they should be supported by the wider labor movement and 
opposed by business interests (Miller and Canak 1988). New members 
expand the labor movement's organizational resources and enhance its 



348 IRRA 47fH ANNUAL PROCEEDINGS 

struggle for political influence. Business lobbies against the organization of 
public employees to prevent an overall increase in the strength of the labor 
movement, as well as a rise in public sector wages, spending, and taxes. 
Perhaps most important for state and local employees are laws regulating 
collective bargaining, because in the absence of positive laws, public 
employers regularly claim they have no authority to recognize unions 
(Spero 1948; Nesbitt 1976; Miller with Canak 1995). 

The state's central role in regulating economic conditions naturally 
encourages unions and employers to campaign for state support. Political 
success depends upon a number of characteristics. Industrialization leads 
to increased economic specialization, social complexity, and labor strife 
(Wilensky 1975). The state, as a consequence, takes a more active role in 
economic planning and "has a strong motive to ensure that its plans are not 
frustrated" (Ross and Hartman 1960:50). It tends to institutionalize collec
tive bargaining to control industrial strife and preserve social order (Kerr 
1954; Flanders 1970; Clegg 1976). Popular sovereignty allows all interest 
groups to influence party incumbency. Once in office, labor-supported par
ties, such as the Democrats outside the South, often encourage the further 
expansion of labor organization (Greenstone 1977). In the United States, 
which lacks real party discipline, party cohesion is increased by high levels 
of interparty competition (Lipset 1960). When interparty competition is 
high, all parties must campaign vigorously for the support of major interest 
groups to gain office, then maintain ranks to preserve legislative control. 
Finally, the professionalization of the state bureaucracy encourages law
makers to adopt new policies to enhance their reputations and build sup
port with targeted constituencies (Orloff and Skocpol 1984; Amenta and 
Carruthers 1988). 

In summary, the unionization of public employees begins with the 
inherent conflict between labor and management but then involves, simul
taneously, public employees' attempts to organize unions, win recognition, 
and establish collective bargaining, and the labor movements' ongoing 
struggle to influence state policies that regulate collective bargaining. 
Undoubtedly, many of the factors that effect unionization also effect policy 
regulation. In both processes, public employees and the labor movement 
are frequently opposed by public employers and the business community. 

Data and Methods 

A full understanding of unionization and policy regulation, given the 
limited number of cases (50 states), should be based both on statistical and 
comparative historical methods. Space limitations restrict us to statistical 
methods. The units of analysis are the American states over two observation 
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periods, 1953-1966 and 1967-1979.2 Because of simultaneity, the dependent 
variables are measured following an approximate five-year lag, that is, in 
1970 and 1984. The end-dates, 1970 and 1984, represent, respectively, an 
early period of movement mobilization and policy innovation and a later 
period of policy diffusion and organizational success. In addition, 1984 is 
the last date for which published data on state collective bargaining laws are 
readily available. 

One dependent variable is an index of state laws regulating collective 
bargaining for state and local employees, police, firefighters, and teachers. 
The index (bargaining laws) measures the extent to which state laws 
encourage union recognition and mandate employers to bargain in good 
faith (Valetta and Freeman 1988; Pisculich 1992). The other dependent 
variable measures the percentage of public employees who are members of 
labor unions or employee associations (public sector unionism). The inde
pendent variables include the causes of conflict (relative pay, government 
size), factors that influence unionization (unemployment, urbanism), the 
organizational strength and militancy of the labor movement and business 
community (union strength, private sector new organizing, public sector 
strikes, business strength, NLRB unfair labor practices), political system 
characteristics (legislative professionalization, interparty competition, 
Democratic incumbency), and state laws regulating union security agree
ments (right-to-work law).3 

Bargaining laws and public sector unionism are analyzed using ordinary 
least squares (OLS) and time series with cross sections generalized least 
squares (GLS). The results are displayed in Table 1. In the discussion that 
follows, space limitations force us to concentrate on the GLS results. 

Results 

State Public Sector Collective Bargaining Laws 

Case studies of legislative developments in various states document that 
the major proponents of collective bargaining laws included AFL-CIO affil
iates and independent public employee associations, while the major oppo
nents included affiliates of the National Association of Manufacturers, 
Chamber of Commerce of the United States, National League of Cities, 
N a tiona! Association of Counties, and National School Boards Association 
(Staudohar 1973; Wanamaker 1977; Crouch 1978; Saltzman 1985, 1988; 
Donovan 1990; Miller and Canak 1991 ). The GLS results indicate union 
strength (density) is positively and significantly associated with favorable 
laws, while somewhat surprisingly, union militancy (private sector new orga
nizing and public sector strikes) is negatively and significantly associated 
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TABLE 1 
Determinants of Public Sector Bargaining Laws and Unionism, 1970 and 19H4 

Bargaining Laws 

TSCS 
1970 19H4 GLS 

Variable a b c 

Relative pay 96.582" -.956 H.960 
.279 .002 .506 

Government size -16.076°0 H.l06 -9.226 
-.503 . 174 - . 141 

Unemployment 

Urbanism 

Economic development l.H03 - .67H 1.354 
.170 - .038 .091 

Union strength (t-10) 1 . 122 2.094° .H27o 

.36H .405 . 19H 
Private sector new -H.211  -44.430 -25.93H" 

organizing -.093 -.256 -.203 
Public sector strikes -2.873 -2.693° -1.741" 

-.262 -.285 -.230 
Business strength 3.310 -.943 2.194 

.20H -.043 .087 
NLRB unfair labor .021 -.345° 0 - .151° 

practices .025 -.3SH -.216 
Legislative 3.994' -4.377 1.7S4 

professionalization .317 .243 . 1 12 
Interparty competition .306 1 .2Hl o • .759" 

.262 .571 .450 
Democratic incumbency 1 .095 3.094" 2.39H" 0 

.292 .482 .456 
Democratic incumbency -1 . 109 -2.203° 0 -l .45H 

x West -.252 -.373 -.269 
Democratic incumbency -.419 -1 .004 -1 .046 

x South -. 162 -.242 -.297 
Bargaining laws 

Right-to-work law 

R Square .642 .699 
Adjusted R Square .505 .584 
F 4.685 6.078 
Probability of F .000 .000 

Significance levels: o = .05, o o = .01 

Unionism 

TSCS 
1970 19H4 GLS 

d e f 

39.333"" 39.354°0  1 .172 
.379 

-2. 120 
-.221 
- .060 
-.OOH 
.215" 
.350 

.359° 

.392 
-2.697 

- .102 
-.Sill 
-.177 
1 .332" 

.2H8 
-.049 
-. 190 

.062 

. 177 
.372 
.332 

-.461°  
-.352 
-. 153 
-. 198 
.003 
.005 

-1 .520 
-.082 
.793 
.696 

H. l59 
.000 

.236 .139 
-1.944 -3.0H6 

- .09H -.160 
.3H4 -.262 
.022 -.200 
.2sso o .351 ° 0 

.224 .282 

.6H9° 0 .326 

.310 . 165 
3.H51 . 174 

. 052 .003 
- .057 -.397 
-.014 - . 1 11  
.553 2.5Hl o 

.OSS .216 
-. 121 oo - .os3oo 

-.31H -.250 

.046 . 101 

.(J47 .126 

.634° .H63' 0 

.230 .346 
-.612° 0 - 1 .000" . 
-.241 -.3H3 
-.619"0 -.H23o o  

-.34H -.493 
. wso • . uw o 

.244 .245 
-1 .969 -3.062 

-.053 -.OHl 
.924 
.8HH 

25.H53 
.000 
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with such laws. Together, these results suggest that well-organized labor 
movements, through bargaining, campaign, and lobbying activities, estab
lish themselves as substantial players in legislative deliberations. Militant 
tactics stem from a lack of political clout or create an antiunion backlash 
among policymakers or both. They do not produce favorable legislative 
results like more legitimate lobbying activities. 

Business opposition to unions in the private · sector rapidly accelerated 
during the late 1960s and throughout the 1970s. The statistical evidence 
indicates that these antiunion activities paid off. Unions and public employ
ees were significantly less successful lobbying for favorable laws where pri
vate sector firms frequently committed unfair labor practices during new 
organizing campaigns (NLRB unfair labor practices) .  Fighting new organiz
ing and running campaigns to eliminate unionized shops in the private sec
tor destabilized the labor movement. Both probably were accompanied by 
electoral support for conservative politicians, as well as by lobbying cam
paigns about the needs of business in an era of stagflation. Together, these 
activities increased policymakers' skepticism toward unions. 

Democratic party control of the legislature and governorship in the Man
ufacturing Belt (Northeast and Midwest) is positively and significantly as
sociated with the passage of favorable laws. Democratic incumbency in the 
South and West (Plains, Mountain, and West Coast) is not as strongly as
sociated with such laws. The coefficients for the South are somewhat mis
leading because there is virtually no variation in the extent of Democratic 
control--conservative Democrats controlled virtually all of the executive and 
legislative offices in these states throughout both periods. By 1984 many 
Southern legislatures recognized the right of some public employees to 
unionize, but only Florida passed comprehensive legislation, and only then 
by court order (Miller and Canak 1991). Arkansas, North Carolina, Texas, 
and Virginia still banned collective bargaining for some or all workers. 

Interparty competition is positively correlated (results not shown) in 
both periods with the strength of labor and business, indicating that as the 
balance of power between organized interest groups approaches equality, 
political competition increases. The level of interparty competition is, in 
turn, positively and significantly linked to the passage of favorable laws. As 
interparty competition increased, the political influence of unions and pub
lic employees increased, and policymakers responded to this increased 
influence with laws more favorable to collective bargaining. 

In summary, the passage of state laws favorable to full collective bar
gaining is supported by the presence of strong statewide labor movements, 
the long-term incumbency of especially labor-oriented Democrats in the 
Manufacturing Belt, and high levels of interparty competition. The passage 
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of favorable laws is hindered by the active opposition of the business com
munity, as well as the long-term incumbency of Republicans and Southern 
Democrats. Other variables explored in the analysis are inconsistent across 
periods or fail to reach significance. 

State and Local Union Density 

The level of union membership among state and local employees is 
positively and significantly associated with urbanism. The increase in social 
density associated with urbanism makes the job of organizing easier. Under 
such conditions, many employees can get together, discuss their common 
grievances, and join in concerted action. Although the concentration of 
public employment in large bureaucracies is positively correlated with 
urbanism (results not shown), government size is negatively and signifi
cantly associated with density. Although urbanism increases communica
tion, communication probably is further enhanced in smaller work settings 
where more employees know each other or share friendships. 

As in the analysis of labor laws, public sector union density is positively 
linked to the strength of the labor movement, though the relationship is 
not significant in the GLS model. Density also is negatively and signifi
cantly linked with business' violations of federal labor law. That it is busi
ness' ideological commitment to antiunionism that is important to under
mining public employee unionism is underscored by the coefficients for 
business strength, which are positive and significant. Public employees 
unionized successfully where business is strong, measured by corporate 
assets and headquarters, but not where business actively opposed new 
organizing. 

The role of Democratic incumbency also is important. Union density is 
positively and significantly tied to Democratic control in the Manufactur-

. 
ing Belt, while Democratic control in the West and South is significantly 
less favorable than control in the North. Greenstone (1977) asserts that the 
Democratic party has functioned as a partial equivalent to a European 
labor party. Through the 1960s and 1970s liberal Democrats in the North
east and Midwest were supported by strong industrial unions and func
tioned as a partial equivalent to a labor party, encouraging public sector 
collective bargaining through favorable state labor laws. 

Finally, state laws supportive of collective bargaining are positively and 
significantly associated with the level of unionism, especially in the second 
period. This influence, however, is difficult to separate from party control. 
Elected officials and public administrators obviously have considerable lati
tude in observing laws. In the absence of a firm philosophical commitment 
to collective bargaining or a strong statewide labor movement, they, like 
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private sector employe�s ,  can vigorously contest certification elections or 
drag out negotiations. Thus by 1984 bargaining laws and the three party 
control variables together explain 76% of the variance in unionism. Alone 
bargaining laws explain 56%, while the party control variables explain 62%. 
In other words, when entered into the regression equation first, both labor 
law and party control explain similar levels of variance. Party control medi
ates the effects of laws, a fact missed in those previous studies that failed to 
control for political system characteristics. 

To summarize, higher levels of union membership among state and 
local public employees are significantly encouraged by collective bargain
ing laws requiring public employers to recognize unions and negotiate in 
good faith. High levels of union membership also are directly and substan
tively helped by high social density associated with urbanism, the strength 
of the labor movement, and the stable incumbency of Northern Democ
rats. Public employee unionism is undermined by employer hostility. Other 
variables explored in the analysis failed to reach significance. 

Discussion 

The multivariate analyses support our belief, suggested above, that the 
processes of unionization and collective bargaining regulation are insepara
ble. Both are tied to the strength of labor, the active opposition of business, 
and party incumbency. Critics might raise two objections. First, not enough 
cases and too many independent variables undermine confidence in the 
results, which might be seriously affected by model specification, extreme 
cases, or multicollinearity. We have found the results to be robust with 
alternative model specifications, somewhat different indicators for the 
dependent variables, and various observation dates (Miller and Canak 
1988; Miller 1994). 

More important, the results are supported by historical evidence. For 
example, case studies (cited above) of legislative developments in Califor
nia, Florida, Hawaii, Illinois, Louisiana, New York, Ohio, and Wisconsin 
document that (1 )  unions and employee associations lobbied for state laws 
supportive of collective bargaining, while employer associations were the 
major opponents, (2) liberal Democrats supported, while Republicans and 
conservative Southern Democrats fought, collective bargaining, and (3) in 
the absence of a strong labor movement (high union density) or political 
control by liberal Democrats or high interparty competition, unions and 
employee associations were unlikely to win passage of favorable laws. In 
short, the statistical and comparative historical findings agree. 

Second, despite the temporal lags used in the analyses, critics might 
argue with Burton and Thomason (1988:27): "the evidence does not clearly 
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support the view that the main direction of causation is from laws to union 
growth." Here again, we believe only historical evidence, not better statisti
cal methods, can address this question. Historical evidence suggests that 
poor wages, mistreatment by employers, and the social turmoil of the 
1960s, among other causes, encouraged state and local employees to 
unionize in the 1960s (Spero and Capozolla 1973; Nesbitt 1976; Lichten 
1986). They frequently were opposed by public employers who claimed 
they had no legal authority to recognize unions or engage in collective bar
gaining. Consequently, unions and public employees were forced to lobby 
local and state governments for positive laws granting collective bargaining 
rights and requiring employers to bargain in good faith. Where they were 
passed, such laws undermined public employers' anti unionism, legitimized 
public employee unions, and institutionalized collective bargaining. This 
interpretation is supported by the coefficient for bargaining laws, which is 
inconsequential in 1970 but positive and significant in 1984. 

Most state governments considered the issues and adopted collective 
bargaining policies by the mid-1970s. Using Ot!r index of state laws for 
1975, we categorized the states into five groups (roughly equal to quintiles) 
based on how favorable these policies were for unionism and collective 
bargaining. Table 2 indicates that the average level of state and local union
ism between 1976 and 1987 increased as the laws became more supportive 
of collective bargaining. By 1987, states in the most favorable category had 
an average density of nearly 60%, those in the least favorable category, 
under 28%. 

TABLE 2 

Relationships between Public Sector Collective Bargaining 
Laws and State and Local U nanism 

Number of Percent Unionized 
Favorable Laws States 1976 1978 1980 1982 

High 13 59.9 62.3 63.1 61.6 
Medium high 7 53.2 54.2 54.7 55.4 
Medium 3 47.6 44.2 44.8 42.2 
Medium low 15 37.8 43. 1  33.9 31.4 
Low 12  34.3 31 .2 32.0 28.8 

1987 

59.8 
53.9 
43.3 
33.1 
27.8 

Favorable laws also protected unions after employers, encouraged by 
stagflation and declining government revenues in the late 1970s and 1980s, 
developed more sophisticated techniques to undermine union power or 
resist new organizing (Miller with Canak 1995). Table 2 documents that 
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between 1976 and 1987, on a percentage basis, the erosion of union mem
bership was highest in the least favorable category and lowest in the most 
favorable category. The actual percentages, respectively, are low, -18.7; 
medium low, -12.4; medium, -9.0; medium high, +1.3; and high, -.2. 

The historical evidence indicates, in conclusion, that state public sector 
collective bargaining laws did not cause employee militancy in the 1960s 
and early 1970s; they reflected that militancy. The actual nature of the 
laws, favorable or unfavorable to collective bargaining, reflected mainly the 
relative strengths and militancy of labor and business as well as party 
incumbency. Once on the books, state laws helped institutionalize public 
employee unionism and collective bargaining and later protected both 
from growing employer opposition in the 1970s and 1980s. 

Endnotes 

1 More complete summaries of the different theoretical approaches in labor relations 
and public policy are provided in Miller and Canak (1988) and Miller ( 1994). 

2 The data are part of a large set containing observations on both private and public 
sector unionization at four points in time: 1939, 1953, 1966, and 1979. See Miller and 
Canak ( 1988) for a full description. 
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Special Relations:  Publ ic Sector 
U n ion ism,  I ndustrial Relations, 

and the Law 

PAUL JOHNSTON 
Yale University 

The state as workplace is an island, so to speak, in a sea of capitalist 
enterprise. So the study of these institutions is a two-stage task: first, clari
fying the peculiarities of the public workplace as the context for labor rela
tions; second, locating a particular public workplace in its larger structural 
and historical context. This strategy can help us untangle two sources of 
institutional structure in public sector labor relations: first, relationships 
which are emergent, so to speak, in public organization; second, those 
which enact what might be termed the transplanted institutional frame
work of private sector bargaining. 

My analysis is sociological, in that it treats legal and political institutions 
both as distinctive social relations and as reflections of their larger societal 
context. This approach is part of a movement in the field of state theory 
beyond the dichotomy that has haunted it for decades: between the auton
omy of the state, on the one hand, and the effects on the legal and political 
order of other societal institutions and social movements, on the other. 1 

The final part of this paper turns to the role of industrial relations (IR), 
emphasizing its special relationship to labor law. IR is what sociologists term 
a professionalized carrier of these institutions; it plays a special role in the dif
fusion and legitimization of models associated with its own project. So I treat 
IR as an artifact of the setting that it studies, rather than a conceptual refer
ent for this analysis. And so my analysis concerns not only IR's theoretical 
adequacy but also its historical role. In particular, I am concerned with the 
consequences of IR's interventions for the quality of public life in the U.S. 

Labor Relations in Public Organization 

Everything I have to say about these issues follows from the observa
tion that the public workplace is part of a peculiar ensemble of institutions: 

Author's Address: Dept. of Sociology, Yale University, P.O. Box 208265, New Haven, 
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defined by its relationship to a particular polity, producing what are politi
cally defined as public interests, and regulated by public law. Though rife 
with political processes, the private workplace is, by contrast, part of an 
organizational field defined by its relationship to a particular market, pro
ducing commodities, and regulated by private property or civil law. 

I define public organization as the political solution to the problem of 
collective action through a monopoly over "the public interest." It is a self
reproducing ensemble of three distinct but mutually interdependent types 
of institutions: (1) at least nominally democratic structures of governance; 
(2) public work; and (3) society itself, organized as the consumer or the tar
get of public work. A variety of societal interests are constituted as political 
interests in the realm of governance, among them public workers them
selves. Their movements represent the appearance of public workers as 
collective political actors. 

Power in public organization is always associated with a governing 
coalition of particular interests, organized around a hegemonic conception 
of "the public interest" for some polity within a defined jurisdiction. The 
status and very existence of public workers depend on their relationship to 
that governing policy coalition and the mission and structure it imposes on 
the agency or to the agency's governing regime. 

Public agencies and public agendas are always framed in a peculiar 
form: as collective interests and as administrable. These norms are as pow
erful in public organization-and as defining for the organization of work 
and labor relations-as are private property and exchange relations in the 
firm. As both Max Weber (1956) and Robert Michels (1964) argued, these 
two core principles of public organization-democracy and bureaucracy
are in tension with one another. Each needs the other, presupposes and 
promotes the other, and yet they undermine one another. So the "public
ness" of public organization is chronically subverted not only by the exter
nal social inequalities papered over with its proclamation of formal equality 
but also by the iron law of oligarchy inside political organization itself. It is 
always tenuous , in perpetual need of what I 'll term "reconstitution" 
through processes of political participation, which reaffirm and redefine 
shared societal needs and redecide how they shall be met. In my view, 
political participation by public employees can help to reconstitute and 
sustain the publicness of public organization. 

This view of public organization suggests that some familiar labor rela
tions institutions are native, so to speak, to its institutional structure. I am 
referring to the coalitional politics of political decision making, the ubiqui
tous participation of public workers along with other "special interests" in 
the bounded political universe that surrounds every public agency, and to 
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the relatively nonadversarial tone of labor-management relations in sec
tions of the work force associated with the agency's governing regime; also 
to the merit system with its promise of formal rationality and procedural 
justice; and to guarantees of freedom of association and speech, the right 
to freely chosen representation, and to voice in employment-related deci
sions. 

This view of public organization also suggests that the bases for adver
sarial relations are very different from the private sector. They lie not in an 
endemic drive for profit but in the shifting constellation of conflict and 
coalition building in public life. It also suggests a far more expansive ter
rain of collective action and conflict than the narrow arena of collective 
bargaining, including electoral action, policy setting, and budget making. It 
suggests that the decisive coalitions for union power run at right angles, so 
to speak, to those so central to economic bargaining: not solidarity in a rela
tively homogenous labor market, but solidarity among coalition partners in 
a differentiated political bureaucracy. 

In this differentiated realm, public workers like other political actors 
inevitably face a gap between their private interests and the broader agen
das which build viable coalitions. So they f�ce a coalitional imperative: to 
bridge this gap, to align public workers with viable governance or viable 
regime change; failure to do so invites political marginalization and defeat. 

There are no guarantees in this model of public sector labor relations, 
though there do appear to be some definite choices, pitfalls, and possibili
ties. The contradictory core of public organization suggests that labor rela
tions institutions can reinforce both bureaucratizing or democratizing ten
dencies and that no matter how much they might emphasize one of these, 
they are always haunted by the other. There is no assurance that opportuni
ties for coalitional power will be similar across different groups or in differ
ent historical circumstances, or that a given group of public workers will 
respond to its opportunities for coalitional power. We can imagine other 
kinds of governing coalitions empowering various segments of the work 
force: construction and development functions, law and order functions, or 
(is it possible?) childcare and education. For better or for worse, though, 
political conflict over such alternative agendas are the processes that con
stitute and reconstitute the publicness of public organization. 

This suggests some new and perhaps unintended consequences of 
labor relations institutions that seek either to remove labor relations from 
the coalitional public realm or to isolate public workers within that realm. 
Tracing the evolution and implications of such institutions in the American 
public workplace, though, requires that we locate them in their larger 
structural and historical context. 
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At the Center of the Storm 

The political-bureaucratic world of public work is embedded in the 
larger capitalist political economy upon which public work is performed 
and within which it is governed.2 State theorists have traced the fiscal and 
political ties that bind political regimes to capitalist interests,3 and urban 
scholars have similarly stressed the centrality of progrowth policies for 
urban political regimes.< Though these scholars differ on the manner and 
degree to which state policy is directly determined, there is general con
sensus that governing coalitions are deeply constrained by the imperatives 
of governance in capitalist society. While there may be no guarantees that a 
ruling coalition will enact a progrowth agenda of some kind, there are 
inevitable sanctions against one which does not, and no one has yet been 
able to devise a viable regime that fails to do so. 

This means that the drama of public employee relations is played out in 
an arena structured in good part by progrowth agendas and the response to 
them. The loosely coupled structure of local, state, and federal government 
is at the center of an ongoing societywide political storm, driven in good 
part by the consequences of economic growth, crisis, and restructuring. 
The result is repeated upheaval and political realignment, changing pat
terns of labor relations in ways that repeatedly catch both scholars and par
ticipants by surprise. The political coalitions and countercoalitions that 
form in this context are major fault lines in political life, determining which 
groups of public workers are "in," which are "out," when and where and 
within and between which parts of the work force and levels of govern
ment conflict appears, and why it disappears. 

The expansive fiscal environment of the early postwar decades was 
filled with political opportunities, especially at the local level. Construction 
and development-related functions had been "in" during the glory days of 
urban development and redevelopment. By the 1960s and 1970s, though, 
the urban political regimes organized around redevelopment or residential 
development had summoned up their own opposition in neighborhoods 
affected by development and in human service systems expanding in tan
dem with urban renewal and with new neighborhood development. Both 
producer and consumer interests in the growing social consumption func
tions-empowered by neighborhood-based revolts against the growth 
machine-began to flex their muscles. Now both the "ins" and the "outs" 
among local government workers mobilized-some to sustain their threat
ened status, some to overcome their exclusion and devaluation. This tur
moil, compounded by the racialized upheaval in urban political life in the 
1960s and 1970s, destabilized established labor relations. Formerly placid 
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employee associations, or parts of employee associations, began to demand 
a place at the table. 

Participants in the newly adversarial labor relations of those years 
required a new strategic frame, or what Charles Tilly (1992) would term a 
new "repertoire of contention." The collective bargaining model of union
ism came conveniently to hand, as AFSCME and other public unions 
evolved from association-like to adversarial entities, while private sector 
unions hunted easy dues dollars by offering their resources (and their pro
tection against raids) to increasingly militant associations. 

Local government officials seeking to manage these turbulent polities 
scrambled to preserve or to reconstruct business-centered policy coalitions, 
often in the face of deindustrialization, while also trying to sustain political 
coalitions broad enough to ensure their electability. For the Democrats 
who dominated this scene, this posed the delicate task of securing the sup
port of African Americans without losing white Southern or urban ethnic 
votes. Small wonder then their interest in limiting the voice and coalitional 
power of the upstart public service unions, which threatened (in occasional 
alliance with both white middle-class and minority neighborhood move
ments) to disrupt that increasingly tenuous (and now, it finally seems, 
doomed) project. 

In this era of contentious local labor relations, novices on both sides of 
the table struck poses, tried to learn the ropes, and generally groped their 
way through a time of uncertainty. Uncertainty, of course, is an invitation to 
expertise, the more prestigious the better. And the experts, of course, were 
ready: industrial relations scholars, sponsors as well as beneficiaries of the 
bargaining model rooted in the institutional logic of private employment. 
They helped to guide the adoption of a great variety of labor laws in public 
jurisdictions over the subsequent years. These laws were influenced by the 
interests and political strength of the organizations involved but were 
mainly modeled on (or took as their starting point) a collective bargaining 
model which appeared to be entrenched now in the private sector. They 
were also influenced, however, by fears (discussed below) that collective 
bargaining might give public workers too much power. 

But to everyone's surprise, the new militancy of local government 
unions eventually proved far less potent than feared. As local government 
officials like Dianne Feinstein proved in San Francisco by the mid-l970s, 
capable politicians can outflank any public sector union that fails to align its 
agenda with some politically viable definition of the public interest. Public 
officials learned, that is, that when public sector unions press their claims 
in the terms of private interest and with the weapons of the economic 
strike, they leave themselves wide open to devastating political attack. That 
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attack paved the way for the passage of Proposition 13 in California and all 
that followed and continues to follow, including the new beasts slouching 
today toward Washington out of southern California and the "New New 
South." 

Some public unionists also learned from these experiences and began 
to test a model of public service unionism that framed its claims in terms of 
public interests, appealed to the norms of administrative justice, and relied 
on political coalitions. But local officials had little time to deploy their new 
innovation, and public unionists little time to grope for innovations of their 
own. Political upheaval continued apace, and sudden realignment again 
completely restructured public sector labor relations by the early 1980s. 

Perversely, while the PATCO debacle set the tone for more adversarial 
private sector bargaining and underscored the beleaguered status of public 
workers, it marked a transition to far less adversarial relations in state and 
local government. During the following decade, the main threat to state 
and especially local government officials would no longer come from urban 
revolts and upstart public workers but rather from the combined political 
effects of economic restructuring and the crisis of the welfare state: 
endemic fiscal crisis, tax revolt from below, and the Republican-led assault 
from above. Except in those agencies where Reaganite politicians held 
sway, the new fiscal austerity and political adversity of the 1980s brought 
labor-management conflict to a halt. 

Now state and local government have become a bastion of defensive
ness as former adversaries, beleaguered together, joined in urgent coali
tions to protect their common budget. Public employees and their organi
zations emerged as the strongest grassroots bloc in the Democratic 
party-today's progressive counterpart to the Christian Coalition-and as 
primary advocates and key coalition builders on behalf of the social welfare 
state. Immediately after the drop-off in strikes around 1980, a great wave 
of public worker movements surfaced in defense of public services, usually 
targeting state government, ballot measures, or budget choices. (Because 
they proceeded outside the channels modeled on collective bargaining, 
however, these movements did not appear on the IR radar screen. )  As the 
Reagan recession of 1981-82 drew to a close, these mobilizations subsided, 
and labor relations centered on political coalition building, intergovern
mental lobbying, and budget deals. Over time, despite increasing recourse 
to contracting out public services, new labor-management coalitions 
rearranged labor relations behavior once again, in a pattern more similar in 
some ways to the "association-ate" relations of the 1950s than to the union
ate relations of the 1960s and 1970s. Agency shop provisions multiplied, 
along with union revenues. 
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Ironically, it appears that the 1980s brought unprecedented organiza
tional security for public employee unions, while the same years decimated 
their private sector counterparts. Unions which only a decade earlier had 
chafed under the imposition of salary formulas now thanked their stars for 
strike bans, salary surveys, and arbitration procedures which relieved them 
of the burden of adversarial behavior, while Wellington-Winter-inspired 
public officials who had imposed these mechanisms now gnashed their 
teeth, wishing for the strikes of the good old days. 

As this overview suggests, actually existing labor relations institutions in 
the public sector have followed a roller-coaster pattern of change. The 
adversarial relations that surfaced in the 1960s or early 1970s and subsided 
by the early 1980s reflected not conventional capitalist labor wars but the 
urban upheavals of the 1960s and 1970s. Though they did trigger the adop
tion of variations on collective bargaining law, subsequent patterns of labor 
relations bore little relation to that model. Rather, they changed (and con
tinue to change) with bewildering rapidity in response to a seemingly end
less series of political upheavals in public life. 

Fear of Public Union Power 

In a longer version of this paper I discuss more fully two IR paradigms, 
"Wellington-Winter" and "multilateral bargaining." I argue that both are 
associated with efforts to insulate public sector labor relations from politi
cal processes and have helped to set up public workers for the pitfalls and 
political ambushes of recent decades. In place of the bureaucratic mecha
nisms and/or bargaining rituals associated with these two paradigms, I 
endorse a "polity model" of labor relations. Such a model would seek to 
harness public employee interests to strengthen the publicness of public 
organization. Public unions would be required to come to terms with their 
potential adversaries in the public arena, and public officials would be 
encouraged to develop and deploy their own virtuoso coalition building 
and agenda-setting skills rather than seeking to choke off communication 
and contain participation. 

Endnotes 

1 For a useful introduction to state theory from the standpoint of industrial sociology, 
see Adams ( 1992). See also the promising convergence of ideas in state theory (Jessop 
1990), the new institutionalism in organizational analysis (e.g., Friedland and Alford 
1991), and autopoetic legal theory (Teubner 1983). 

2 Along with that economy it is embedded as well in a changing gender regime, 
which 1 neglect here hut elsewhere examine (Johnston 1994). 

3 For a synthetic overview of this literature, see Alford and Friedland ( 1985). 
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4 Key recent paradigm statements are Molotch ( 1993), Stone (1993), and Swanstrom 
( 1993). 
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DISCUSS ION 

HOLLY J. MCCAMMON 
Vanderbilt University 

In very different ways, all of the papers presented in this session con
sider the impact that labor laws have had on the U.S. labor movement in 
both the public and private sectors. The conclusions of the papers, how
ever, are not in agreement: Paul Johnston argues that public sector policy 
has hampered unionization among public sector workers, particularly the 
political effectiveness of these unions. Berkeley Miller and William Canak, 
on the other hand, find from an empirical analysis that laws regulating bar
gaining have boosted unionization in the public sector. Finally, according to 
Michael Wallace and Chris Papaleonardos, lab�r laws have hindered some 
forms of strike activity among workers in the private sector. What overall 
message should we draw from these papers? Clearly, the effects of labor 
law on the labor movement are complex, and there is no simple answer to 
the question of whether the law has aided or constrained the labor move
ment. I will turn to each paper separately and make some specific com
ments and then return with a few more general comments in considering 
the question of how the law has affected the labor movement. 

Johnston's paper offers an innovative contribution to understanding 
labor relations in the public sector. From his theoretical model of public 
sector bargaining, he concludes that there are steps that public sector 
unionists might take to strengthen their movement. In particular, unionists 
must recognize that in formulating their goals, they must appeal to the 
public interest, because as public employees their employment and, thus, 
union strength depend on public support. Also, public sector unionists 
must seek out political partners with whom they can form coalitions, 
because bargaining in the public sector is a political process, and from 
political coalitions comes greater power. 

There is one way in particular, however, that Johnston could strengthen 
his paper. In its current form , the paper does not supply empirically 
grounded evidence that indeed these steps have proven useful to the public 
sector union movement. A series of case studies which illustrate the successes 
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and failures of public sector unions that have or have not relied on these 
strategies would demonstrate the utility of the strategies. It would also 
offer concrete ideas to public sector unionists about how to frame goals in 
terms of the public interest and how and where to seek out political part
ners. 

Miller and Canak provide an empirical model of the factors influencing 
public sector unionization in state and local governments. One of the 
important contributions of their paper is that they find that laws have 
helped to build public union strength in the 1980s, net of a number of 
other factors, such as private sector organizing, employer organizing, and 
various economic and political circumstances. 

Perhaps due to a lack of space, the authors did not provide detail on the 
kinds of laws that are included in their bargaining law measure. They state 
that the measure includes laws regulating public sector bargaining. Some 
of these laws, however, are likely to be quite restrictive in nature. Organiz
ing among state and local employees in some areas stands on shaky legal 
grounds. For instance, in judicial law not all of the circuit courts of appeals 
have affirmed the right of state and local employees to organize. A disag
gregation of the laws included in their measures, perhaps even a crude cat
egorization of proorganizing and antiorganizing laws, may reveal that in 
some cases the law facilitated public sector unionization and in others it set 
up hurdles. Such a step might also explain why the law variable is not sta
tistically significant in the 1970 model. 

In an analysis of the impact of labor law on strikes, Wallace and Papale
onardos show that the law has developed to restrict only certain types of 
strikes-those over control-related issues, not those over wage-related 
issues. One of the most important contributions of this paper, in addition to 
its substantive findings, is that the analyses demonstrate that the law mat
ters for industrial conflict. As the authors state, there is a large body of liter
ature on the factors influencing strikes. Very few of these studies consider 
the role of labor law. These authors show that in the future, researchers 
studying workplace conflict will have to take into account the role of labor 
law. 

A couple of issues I would like to raise concerning this paper are first, 
given that in all likelihood the bulk of the laws that went into the construc
tion of the authors' labor law index are laws pertaining to the private sector 
and that a number of the other measures concern the National Labor Rela
tions Board (NLRB), which deals specifically with segments of the private 
sector, it seems important that public sector strikes are taken out of the 
strike series so that the authors are analyzing only private sector strike 
action. 
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Secondly, one of the legal measures they use is the number of unfair 
labor practice cases filed with the NLRB. Such cases do not in actuality 
present an alternative to striking which the authors suggest is the case in 
the paper. Many strikes, in fact, occur over unfair labor practices where a 
complaint is also filed with the board. Also, workers striking over unfair 
labor practices cannot be permanently replaced, as can workers involved in 
"economic" or non-unfair labor practice strikes. That fact should help to 
make it more likely that workers will strike over unfair labor practices. In 
short, this measure may not be appropriate for the analysis. 

Turning back to the general question of the impact that labor law has 
had on the labor movement, these papers, taken together, provide evi
dence of legal effects that both facilitate and constrain the labor move
ment. I believe that future work in this area would benefit from being 
grounded in a growing body of sociological theory concerning the state and 
its policies. Labor law clearly is a state policy, and in order to understand 
the impact that this policy has on the labor movement, a theory of the state 
and why its policies take the forms that they do should prove useful. For 
instance, class-based theories of the state argue that members of the 
employer class will be able to influence policy to suit their interests. The 
papers here suggest evidence of this. Polity-centered theories of the state, 
on the other hand, hold that state actors have their own unique institu
tional agendas. Greater theorizing of the impact of the law on the labor 
movement could prove a useful avenue for future research. 



DISCUSSION 

SAMUEL COHN 
Texas A&M University 

This panel is a somewhat historic occasion, the first session of the IRRA 
meetings that have been narrowly dedicated to contributions from the soci
ology of labor. I hope this will be the first of what will be many sessions to 
follow. As a member of the guild of sociologists and surrounded, at least at 
the table, by fellow members, I am beholden to praise my coworkers and 
depict their glorious accomplishments, particularly as they contrast with 
supposedly inferior work being done by industrial relations specialists. The 
sociologists are supposed to be masters of both quantitative and qualitative 
methods and at the same time should bring to the table a vast knowledge 
of macrosocial and organizational theory that can inform otherwise sterile 
and empty historicist descriptions. At the same time, these are the I R  
meetings, I am a former member o f  an IR department, and IR specialists 
are rightly fussy that good work should speak to important problems in 
industrial relations with data grounded in a knowledge of the institutional, 
organizational, and political context of management-union negotiations. 
We have one paper that is unacceptable either as sociology or industrial 
relations. We have another that empirically tests one of the great untested 
claims in industrial relations theory which was ignored by most I R  scholars. 
The paper is limited by a lack of grounding in the administrative context of 
I R  institutions that is the stock in trade of the IR professional. We also 
have one paper that makes a brilliant contribution to IR theory by import
ing a broad range of ideas from political science and Marxist urban theory. 
Thus the panel ranges from failure to potential to dazzling success. 

The weakest paper is from Miller and Canak. IR specialists have seen 
all this before. The title is, in fact, a rehash of a famous (cited) article, "Bar
gaining Laws as a Cause and Consequence of the Growth of Teacher 
Unionism," published in 1985 by Gregory Saltzman. Both the dependent 
variables and the independent variables appear in all the standard analyses. 
The twist here is the attempt to combine bargaining laws and unionism 
into a multiequation model. 
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The actual findings have no credibility. Because the unit of analysis is 
state, the N for the OLS analyses is 50. In the panel analyses, it is 100. The 
authors then run a model with 16 independent variables. The problems of 
data attrition are severe for 16 variables on 50 cases. If each variable was 
dichotomous and this analysis were done as a tabular analysis, a 16-predic
tor equation represents a table with 217 or 131,072 cells. In the 100-case 
analysis, if each variable were in its own cell, this would leave 130,972 
empty cells, and this does not allow for any estimation of the period effect. 
In such an analysis, single observations can have enormous influence on 
the final results. Trivial measurement errors can turn gargantuan. Modest 
collinearities can go wild, an issue which is especially problematic if the 
same variable appears three times (as Democratic incumbency does: once 
by itself and twice as an interaction. )  

Furthermore, in  a multivariate model, i f  A causes B which causes C, 
including A with B will lead to an insignificant A coefficient if there is no 
direct A-B path. The absence of a direct path hardly implies theoretical or 
substantive unimportance. The number of possible A-B pairs in these data 
are enormous:  economic development-government s ize and union 
strength-new organizing are only two. In both of these, the first variable in 
some equations is insignificant, but what does this mean? 

My recommendations are the following: cut some variables; add some 
cases, more years, and more detail within states as to which public sector 
workers are organizing and which are not. Or better yet, do some detailed 
histories of public organizing in various states and see if historically one 
sees a connection between these variables and union growth. 

Technically, the Wallace and Papaleonardos paper should have all the 
same problems. After all, Miller and Canak had 50 cases in their smallest 
equations. Wallace and Papaleonardos only have 32. Single time series 
models have been a staple of quantitative studies in the sociology of union
ism, but they have been on the decline since Griffith and Isaacs' ( 1989) 
devastating and well-conceived critique of the method. Case attrition only 
magnifies the problems of Griffith and Isaacs. 

However, Wallace and Papaleonardos are probably on to something 
and possibly something big. The question they are asking is the classic 
question of the Dunlopian institutionalists: Is it possible to eliminate or 
reduce overt labor conflict by the implementation of societal-level conflict 
adjudication mechanisms? The Dunlopians absolutely emphasized the role 
of national political interventions, as Parsonsian theories of institutional 
specialization suggested they should have. Furthermore, although much 
has been written about the Great Labor Peace of 1948-68, very little actual 
quantitative testing has established the relative roles of industrial relations 
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conciliation machinery (as opposed to Keynesian expansionism, the provi
sion of a welfare state, the bureaucratization of the labor movement, or the 
professionalization of negotiating arrangements on the shopfloor) as the 
factor that produced this peace. A hard finding that national labor relations 
machinery has a clear effect in lowering strikes would be a key contribution 
to this debate. 

This paper provides only soft evidence. The glimmers of hope come 
from the fact that most of the measures of legal institutionalization act the 
same way. Furthermore, since NLRB enforcement is concentrated in large 
firms, the fact that these variables work for large firms and not for small is 
a very tidy pattern. Furthermore, arbitration is a relatively clean measure 
of the institutionalization of negotiations, and this variable behaves as the 
authors predict it should. 

The doubts come from the multiple interpretations associated with the 
other measures of legal intervention. The number of laws variable is 
bizarre because it is a measure of flow, not stock. In this model, if a prola
bor law is passed, it has an effect for two years and then has no further 
effect on strikes. Did the National Industrial Recovery Act lose its impact 
in 1937? 

Union organizational effort is an important variable, but is it a measure 
of legal environment? Diane Poland's work on union organizing suggests 
that there is enormous variance in union leaders willing to organize and 
that parallel unions in different workplaces can either organize extensively 
or not at all depending on the radicalism of district offers. Piven and 
Cloward would argue that union nonorganizing has less to do with state 
repression and more to do with union officers being reluctant to add new 
members who could destabilize political coalitions within the union itself. 

NLRB complaints reflect two opposite factors: (1) the aggressiveness 
of the NLRB in clamping down on unfair labor practices and (2) the num
ber of unfair labor practices being committed by management in the first 
place. If this prevents strikes, is it because the NLRB is more aggressively 
enforcing workers' rights, eliminating the need to strike for basic organiz
ing privileges, or is it because meaner, nastier employers are simply more 
aggressively pursuing unionists? Kochan, Katz, and McKersie definitely 
suggest a rising tide of employer aggressiveness in the 1970s and '80s. 
Strike reduction may have been a function of increasing capitalist antiu
nionism once the union-pay differential began to exceed the union produc
tivity effect. In fact, I will go so far as to say that given the enormous body 
of evidence Kochan, Katz, and McKersie present on this point, strikes 
were almost certainly reduced by new managerial strategies, and the 
impact of this needs to be assessed independently. The fact that the law 
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index survives a crude dummy for "Reagan Years" suggests that Wallace 
and Papaleonardos' model may be to able to survive such a direct test of 
Kochan, Katz, and McKersie. If this were to be done, this paper would 
obtain classic status. 

The paper that remains is practically a classic now-the Johnston 
paper. This is a theoretical summary of the main argument of a soon-to-be 
published book by Johnston. The book contains all of the empirical evi
dence, which was skimpy in today's presentation. The evidence only 
involves California, but it is very detailed and very convincing. The theoret
ical exposition given here, however, is much tighter than anything in the 
book, and the paper deserves stand-on-its-own publication. 

What Johnston has done is introduce something truly original to bar
gaining theory. He notes that the logic of private sector unionism is com
pletely different from that of public sector unionism. This seemingly dry 
observation obtains punch when one considers, as Miller and Canak would 
surely attest, that both in the United States and in most foreign countries 
the public sector is in the vanguard of the national labor movement and 
often grows while the rest of the movement recedes. 

Public sector unionism is not driven by "economic strength"; it is dri
ven by politics. Politics are driven by coalitions. Public sector unions can 
rarely ally with growth coalitions, since capitalists are generally antiunion. 
They can survive only if they can ally with other members of an antigrowth 
coalition in an economy that permits the granting of concessions without 
endangering capitalist growth. This means public unions have to ally with a 
broad left coalition in times of robust economic growth. Failing this, they 
can survive if they ally with other members of the state to defend the state's 
share of regional output. Such a coalition can ensure union existence but 
runs the risk of weakening the organization's capacity to aggressively con
front employers on expensive or fundamental issues. That said, half a loaf is 
often better than none, and the unions who make themselves political 
necessities for the defense of budgets do deliver benefits to their con
stituents. 

The model is elegant, reasonable, consistent with a broad range of writ
ing in macro and Marxist sociology, and wholly absent from preexisting IR 
writings on unions and the state. It is an example of the best cross-fertiliza
tion possible between sociology and IR. Johnston does not just follow the 
traditional I R  route of immersing in the vivid details of contemporary 
industrial relations, making oneself up to date on the news but unread in 
other developments in social science. Johnston does not just follow the 
useful sociological practice of reading widely, finding some quantitative 
data on unions, crunching it cleverly, and showing its relevance to Shorter 
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and Tilly. He combines the merits of both approaches. He immerses him
self in the narrative stuff of contemporary labor relations. Knowing all of 
the contemporary stories cold, he reads broadly in conflict sociology and 
links a disparate literature to his findings. And in work not presented here, 
he even thinks about the quantitative implications of what he is saying and 
runs it through a computer to see if it checks. 

If we all were this good, both conflict sociology and industrial relations 
would be the hottest disciplines in social science. 



XIV. UNIVERSITY-BASED TRAININ G 

FOR EXPANDED EMPLOYEE 

INVOLVEMENT 

Train ing for Labor-Management 
Programs in  the Health 

Care I ndustry 

JILL KRIESKY 
University of Oregon 

Since it was founded in 1977, the Labor Education and Research Cen
ter (LERC) at the University of Oregon has provided educational, 
research, and consultation services to organized workers on subjects con
tributing to the improved operation of the industrial relations system. Over 
time, it has moved from responding to labor's requests for training on 
workplace topics to promoting union education and involvement on such 
issues vital to their survival in today's rapidly changing economy. During 
the same period, the issues on which joint labor-management (LM) com
mittees focus have become more diverse. LERC's past, current, and future 
roles in the development and training of joint LM programs have been 
shaped by its changing mission, the widening spectrum of joint LM issues, 
and two other factors: the research and teaching interests of its faculty and 
financial considerations. 

To understand how LERC has defined and developed its involvement 
over time requires first a review of the history of LERC's program delivery 
on joint LM programs, then analysis of the changes and influences it 
reflects. Because LERC's activities in this area have included interaction 
with a wide variety of local and international unions on diverse aspects of 
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employee involvement and LM programs and because space here is lim
ited, this paper focuses primarily on its work in Oregon's health care indus
try. Activities here are fairly representative of LERC's role in other indus
trial settings. 

LERC Training on and in Joint LM Programs since the 1 980s 

Initial Joint LM Training 

As unions ventured into a variety of joint LM programs in the early 
1980s, LERC's faculty observed union locals struggle with their implemen
tation. At the same time, Federal Mediation and Conciliation Service 
(FMCS) Commissioner Paul Stuckenschneider sought to promote under
standing of potential advantages of properly implemented joint LM pro
grams to a broad range of union and management representatives. In 1983, 
LERC Director Emory Via and Stuckenschneider agreed to coproduce 
training. They secured sponsorship of the Department of Labor (DOL) 
Bureau of Joint Labor Management Programs for a three-day conference 
open to both labor and management. The agenda included separate ses
sions for labor and management in which they were able to discuss their 
expectations about LM programs, to air concerns about barriers to true 
worker participation, and to plan steps for implementation for the joint 
programs. These sessions were followed by joint sessions in which facilita
tors highlighted the common and divergent areas of concern. 

Following that conference, representatives of Oregon health care 
unions and management agreed to the need for an industry-specific pro
gram which might help the parties jointly address problems, particularly 
the difficulties brought on by rising health care costs and new cost contain
ment measures. Again LERC and the FMCS secured DOL funding for the 
training. This time, the initial two-day session, held in October 1985, was 
followed by a one-day update in July 1986. Each of these conferences was 
planned by committees including both union and employer representa
tives. As in the earlier conference, FMCS served as an advocate for joint 
LM program development, and LERC provided education on both the 
advantages and obstacles facing the participants in the programs. 

At the same time it was educating some Oregon unionists in confer
ences with management counterparts, LERC developed courses exclu
sively for labor participants which included discussion of LM programs and 
other employee involvement activities. In the mid- to late-1980s, courses 
like "Workplace Democracy" and "Quality-of-Work-Life Programs" sup
plied union leaders and members information on the establishment, scope, 
and outcomes of joint committee activity. Reflecting the growing use of 
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cooperative activities throughout the economy, these multiple-week classes 
were eagerly attended by unionists from a variety of unions. 

Request for Joint Committee Training 

In the early 1990s, LERC faced new requests for training integral to 
developing labor-management programs. Health care unions for which 
LERC had long provided basic union skills classes made these requests. In 
resolving a strike by SEIU 49 against Kaiser Permanente (Kaiser) in 1988, 
contract language was crafted to establish a joint labor-management steer
ing committee. FMCS Commissioner Connie Weimer worked with the 
committee first to defme its structure and goals, then to develop training to 
accomplish them. By 1990 the committee had determined that the multi
ple workplaces in the Kaiser system needed a strong non-precedent-setting 
first step in its grievance procedure. To prepare stewards and supervisors 
to solve grievances at this step, the committee and Weimer asked LERC to 
conduct joint labor-management contact administration courses. 

Later, the steering committee developed the concept of joint worksite 
committees. These groups consist of equal numbers of management and 
SEIU representatives, including one steward and top unit administrator. 
The primary assignments for these committees was to share information on 
topics of mutual concern and to solve problems jointly on worksite topics 
such as paper work routing, appointment scheduling, handling high-vol
ume periods, and other issues likely to evolve into grievances. First pilot 
committees, then committees in work sites throughout the Kaiser system 
attended one-day training sessions on communications and group problem
solving methods. Oregon Federation of Nurses (OFN), Oregon Nurses 
Association, United Food and Commercial Workers, and International 
Union of Operating Engineers locals representing other bargaining units in 
the Kaiser system have undertaken limited joint labor-management activi
ties and have also employed LERC to teach joint contract administration 
and conflict management. LERC continued responding to these requests 
through 1994. 

In 1990 management and the American Federation of State, County, 
and Municipal Employees (AFSCME) Council 75 at Oregon Health Sci
ences University, the major medical education institution in Oregon, initi
ated labor-management committee activity with the facilitation of FMCS 
Commissioner Weimer. In the first years of the cooperative relationship, 
the parties negotiated new contract language incorporating problem solving 
and a grievance adjustment board into the grievance procedure. To help 
establish the new approach to dispute resolution it was advocating for em
ployees, the joint steering committee developed the concept of facilitator 
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pairs. The assignment to the labor and management pairs was to intervene 
temporarily to facilitate worksite problem solving on day-to-day issues. In 
1992 the committee designed a four-day training session and four follow
up sessions to teach facilitation, communication, and group dynamics and 
decision-making skills. While much of this was conducted by FMCS and a 
state conciliator of the Public Employees Relations Board, LERC faculty 
taught the communications segments in the four-day training in consecu
tive years. 

Current Joint LM Activities 

Over the last two years, LERC has expanded its activities to include 
direct consultation with joint labor-management committees and more 
intensive classes for unions about them. At OHSU, LERC has established 
its first consultant relationship with a joint labor-management committee. 
Because Oregon has designated workforce quality as a major component of 
its economic development plan, LERC undertook efforts, beginning in 
1992, to ensure that new public policy and workforce training programs are 
worker-centered. In 1993, LERC Director Margaret Hallock received a 
Oregon Economic Development Department grant to help unions develop 
educational programs for members. Under this grant, Hallock and adjunct 
faculty member Lee Schore worked with the Joint Committee on Educa
tion and Training at OHSU (AFSCME Local 328) to consider future activi
ties. 

Schore assisted the committee in evaluating its current work practices 
and education programs and in surveying more than 3800 bargaining unit 
and management employees to determine the education and training 
needs at OHSU in preparation for ongoing work reorganization. The com
mittee has identified two broad areas of needs: technological upgrading on 
personal computer use-specific software applications and network capa
bilities-and decision-making skills for independent and group problem 
solving. With Schore's assistance the committee will prepare curriculum for 
these courses and will work with instructors in its implementation. Based 
on this and a second (non-health care industry) case, LERC is writing a 
manual for unions on how worksite committees can establish work-based 
education and training programs. 

LERC's teaching about joint labor-management programs has evolved 
as well .  It continues to sponsor conferences to establish a network of 
unions and their employers involved in LM programs and to promote dia
logue between the parties about changes in labor-management relations in 
recent years, about causes of success and failures, and about new strategies 
and topics for joint committees. Together with FMCS, DOL, and state 
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agencies, LERC sponsored the first and second Governor's Conferences 
on Joint Labor-Management Initiatives in 1989 and 1993. It will again be a 
sponsor for the third such conference scheduled for fall 1995. 

In addition, LERC has increased in number and depth the courses 
available exclusively for trade unionists. In 1994, LERC twice offered 
"Unions and Joint Labor Management Programs," a multiple-session 
course designed to equip leaders and members to develop union goals and 
strategies for their participation in LM programs, to prepare contract lan
guage consistent with the goals, and to participate effectively in committee 
meetings. Both classes and a recent one-evening follow-up drew partici
pants from diverse industrial and service sector unions, including health 
care locals. LERC has provided similar instruction in other formats to 
postal workers, paper workers, state employees, and office and professional 
employees since 1993. 

In the future, LERC is likely to develop its consulting and teaching 
roles further. It may participate in grant development with the OHSU
AFSCME Joint Education Committee for Department of Education 
Workplace Literacy funding to continue their worker-centered education 
programs. There is also a potential role for LERC in delivering some of the 
training on specific communications and problem-solving skills recom
mended by the committee's survey results. 

Another future possibility for LERC's involvement in joint labor-man
agement committee activity again involves Kaiser and its OFN local. In 
their 1993 contract, the parties negotiated language on injury prevention 
and the establishment of a joint ergonomics committee for dental hygien
ists. At this date, LERC faculty members Steve Deutsch and Steve Hecker 
are preparing a grant proposal to Oregon OSHA for training of joint labor
management safety committees. They propose to facilitate training for the 
joint committee on ergonomics; to work with a small group in the work 
force to develop an ergonomics curriculum for hygienists and nurses; and 
finally, to help with implementation throughout the workforce. 

Finally, LERC intends to continue its programming to assist locals' 
preparation for participation in joint labor-management programs. In addi
tion to repeating and refining its "open enrollment" course, the center is 
considering requests for more comprehensive, long-term training for locals 
with a single employer interested in joint committee activity. Through its 
new "Internal Organizing/Solidarity Building" ( IOSB) program, LERC is 
also exploring a teaching/consulting arrangement with a health care local at 
OHSU in which developing union responses and strategies around joint 
committee activity would be an important component of an internal orga
nizing campaign. 
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Analysis 

LERC's education on and involvement in joint labor-management pro
grams reflect its fulfillment of an expanding mission, its recognition of the 
evolution of joint LM programs' role in a changing economy, the faculty's 
teaching and research capabilities, and the financial impact on center oper
ations. It also highlights the problems and opportunities facing labor edu
cation centers entering the arena of participative programs regarding rela
tionships with labor leaders and management. 

In the early 1980s, LERC recognized that employer interest in joint 
LM and other EI programs was growing. While labor unions and labor 
centers had long been wary of the co-optive and/or union-busting potential 
of these activities, union interest and participation was increasing. LERC's 
mission statement declared that it would 

provide educational, research, and consultation services to work
ers and their organizations in Oregon at modest cost. . . . The 
educational offerings are in a broad range of subject areas con
tributing to a better functioning of the industrial relations system 
and toward improved citizenship education. Research comes 
from requests by labor organizations and faculty initiative and is 
largely focused on employment related issues [emphasis added] . 1  

Thus it was evident that training, which might increase the chances for 
positive rather than negative outcomes for unions, was consistent with 
LERC's goals. 

But unlike most subjects addressed by LERC training, the emphasis of 
joint LM programs was cooperative interaction with management to 
achieve joint goals. LERC Director Via was convinced that the center 
should pursue an alternative educational format on the topic. He felt that 
exploring issues surrounding joint LM programs in both "labor only" and 
mixed labor and management groups might enhance unions' understand
ing of the potential advantages and pitfalls. 

The structure through which LERC delivered this training was impor
tant in satisfying three other concerns it faced in choosing to address the 
new topic. First, securing DOL funding for the conferences assured that 
the "experiments" would not have a negative financial impact on LERC if 
they should fail. Second, because FMCS was identified as an advocate of 
joint LM programs, LERC was able to fashion its role as one of a neutral 
educator. This satisfied the need to assist those unionists enthusiastic about 
participation while still acknowledging the potential problems.2 

Third, because its role was as an information provider, not as a consul
tant, LERC obviated the need to address a series of questions facing labor 
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centers establishing a role in LM programs: How committed are the par
ties to the joint activities? Is this important for the center to evaluate? Shall 
LERC serve as union advisors while providing joint training? What role 
will LERC play if the joint efforts threaten to break down? What are the 
consequences for LERC if jointness fails? 

As committees in the health care industry became established, LERC 
received requests for involvement in joint com mittee training. Its 
responses to them continued to be consistent with its mission, the current 
status of joint LM programs, the faculty's capabilities, and financial consid
erations . H owever, by this point ( in the late 1980s) ,  there had been 
changes in each of these factors. 

In 1988 under Hallock's direction, LERC revised its mission statement 
to include 

[fostering] creative and critical thinking among labor leaders by 
providing relevant information, new knowledge, and training in 
skills necessary for success in a changing economy and work
place. LERC offers research, education and training in a broad 
range of subject areas that contribute to a better functioning 
industrial relations system [emphasis added V 

SEIU 49 and other Kaiser-based locals and AFSCME Council 75 were 
long-time participants in LERC programs. Their requests for skills training 
for participants in joint committee activities were clear evidence of 
advances in the development of LM programs and a major change in the 
health care workplace. The request appeared consistent with the new 
LERC mission. In addition, LERC had new capacity to respond to these 
requests. Bill Fritz, who joined the faculty in 1988, specialized in commu
nications and group decision-making process training and was enthusiastic 
about the opportunity to instruct in these areas. Finally, the Kaiser/SEIU 
program in particular promised to be a long-term commitment that could 
provide the center with a considerable source of funds for its budget. 

LERC also recognized the need to define clearly its role if it chose to 
operate within a joint program. Central to the discussion of that role were 
the same questions regarding the parties' commitment, the center's role as 
advisor, and its responsibility to the process of joint activity. The LERC fac
ulty answered these questions by defining its role narrowly. It agreed that if 
unions initiated the requests for training in our areas of expertise for their 
joint committees, LERC would provide it. The faculty would not take on 
the responsibilities of facilitating joint committee meetings or serving as 
committee advisors. Further, the faculty believed that separate meetings/ 
classes with the union leadership to consider union goals and strategy in 
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joint LM programs should be a prerequisite to joint classes. It would then 
be the union's responsibility to assess management's commitment and to 
foster or inhibit the process of joint decision making. 

Efforts to follow these guidelines proved problematic. LERC's state
wide reputation as a resource on workplace issues brought requests for 
education from employers seeking to initiate joint LM activity. Because the 
LERC instructors taught facilitation skills and were acquainted with the 
programs and its participants, parties including Kaiser and SEIU 49 
enlisted their help in resolving joint committee problems. Attempts to set 
up strategy-building classes with SEIU 49 failed, and the joint training pro
ceeded. Likewise, the AFSCME leadership, who had attended various 
training on joint programs, did not participate in such training. 

The developments in LERC's relation to and training on joint LM com
mittees in the last two years primarily reflect LERC's growing recognition 
that, on many issues important to workers in the changing economy and 
workplace, LM programs have evolved into the vehicle for taking action; 
and it's intensified commitment to promoting labor's action on such issues. 
Faculty skills and institutional needs still influence LERC's activities as 
well. These same considerations guide short-term plans for the future. 

LERC recognizes that with technological change and increasing com
petitiveness within industries, the areas in which unions can promote joint 
LM activities to benefit their members have broadened beyond workplace 
problem solving. They include worker education and training along with 
health and safety and work restructuring, all topics critical to the future of 
union workers on which LERC faculty has expertise. Equally important is 
the increased emphasis LERC has put on its mission of "[fostering} cre
ative and critical thinking anwng labor lead.ers" [emphasis added] ,  which 
has moved faculty to encourage union participation on joint committees 
addressing workplace change issues. Lastly, state and federal agencies have 
increased their support for innovative joint LM programs which offers 
LERC the possibility of funding for expanded activity. OEDD funding has 
allowed LERC to employ the expertise of Hallock and Schore in fostering 
union activism in a joint committee on the topic of worker education and 
training. An Oregon OSHA grant could allow for similar involvement by 
Deutsch and Hecker in health and safety. 

In these cases, LERC places itself in the role of consultant to the joint 
committee. Because both issues being addressed by joint committees are 
critical to union members' secure future in the workplace and because 
their roles are largely defined by their expertise on the substantive issues 
which the committees are examining, LERC has actively pursued involve
ment. Still, the fundamental questions of the parties' commitment, LERC's 
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role as advisor, and its responsibility to the process of joint activity remain 
unresolved. Given the difficulties in abiding by the earlier, narrowly-drawn 
policy and the more immediate contact with the committees, satisfactorily 
answering these questions is important to LERC's ability to define and 
pursue successful consultation with joint committees. 

As in the past, LERC's current and future directions in training for 
local unions on joint LM activities appear more firmly rooted in its lifelong 
mission of providing unionists with the education, consultation, and 
research necessary to achieve "better functioning of the industrial relations 
system." As LERC intensifies efforts to "foster creative and critical think
ing . . .  for success in a changing economy and workplace," its more sub
stantive and more frequent courses for individual unions and multiple 
union groups will better prepare unionists for more effective use of joint 
programs. Through IOSB and longer-term relationships on this topic, 
LERC hopes to further fulfill this mission. 

The present and future programming envisioned will undoubtedly 
return the center to the same questions about its potentially conflicting 
relationship with joint committees. If LERC is to play a central vole in 
unions' decision to develop strategies and to participate in joint LM pro
grams, it must recognize that both labor and management will want to con
sult with this important influence on the process. Because the center is 
dedicated to fostering union action on crucial topics now handled by joint 
committees, it will undoubtedly continue to debate, experiment, and revise 
its relationship with them to forge satisfactory answers to those questions . 

Endnotes 

1 Labor Education and Research Center; University of Oregon, 1 977-1987; Special 
Tenth Anniversary Edition, 1 986-87 Report, p. l.  

2 LERC was also providing some "union only" training on the joint LM programs in 
the 1980s. This was an important factor in the Center's determination that it was 
addressing a su!Bciently wide range of unionists' needs on the topic. 

3 LERC 1 988-89 Annual Report, p. 2. 



Educating for AT&T, CWA, and I SEW's 
Workplace of the Future 

ADRIENNE E. EATON 
Rutgers University 

In fall of 1992, AT&T, the Communication Workers of America (CWA), 
and the International Brotherhood of Electrical Workers ( IBEW) bar
gained a remarkable agreement designed to increase both union and 
worker participation in business decision making. This agreement called 
for the creation of the Work Place of the Future (WPOF) based on a brief 
set of principles and four structures or "components" to provide worker 
and union input at different levels. Although training is mentioned in the 
contract language only as one of several items over which the unions and 
management must reach agreement, the parties recognized that training 
would be an integral part of the implementation of the contract language. 
Thus in early 1993 the parties jointly selected the Labor Education 
Department at Rutgers University as educational consultants to develop 
and aid in the delivery of education or training programs that would sup
port the new joint efforts. 1 

Workplace of the Future 

As described above, WPOF created four sets of structures operating at 
different levels. At the highest level is the Human Resources Board 
(HRB), which includes the top leadership of CWA and the IBEW; several 
AT&T executives; and a member of the board of directors. The HRB deals 
with strategic HR issues; at the time of this writing, the board has met 
three times. 

At the next level are the various Business Unit Planning Councils 
(BUPCs).2 Members of BUPCs include the top executives and representa
tive line managers from the business unit, presidents of local unions repre
senting significant numbers of workers in that business unit, as well as repre
sentatives of the national unions. In terms of function and activities, BUPCs 
are the primary forum for proactive union input into business decisions . 

Author's Address: Labor Education Dept. ,  IMLR, Rutgers University, Ryders Lane & 
Clifton Ave., New Brunswick, NJ 08903. 
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They also provide support for WPOF activities at the workplace. Thus far, 
the Rutgers team has worked most extensively with these groups, helping to 
develop WPOF implementation strategy and to design the education and 
training initiative that will support the change process. 

At the lowest but certainly not least important level are the "workplace 
models." These are probably the least defined element in terms of the con
tract language. They are to be joint labor-management efforts aimed at 
transforming the workplace. The contract lists some possible examples of 
models ( including "employee participation initiatives," self-managed teams, 
continuous quality improvement efforts) but makes clear that these are 
merely possible examples. Additionally, the models are to be "focused on 
quality, customer satisfaction, quality of work life, and competitiveness in 
the marketplace." Work teams (which, in fact, range from natural work 
groups to national-level task forces working on particular process problems) 
are the ultimate audience for the education program Rutgers has helped to 
develop. The program has been delivered to a number of these groups in 
the one business unit that is the furthest along in the WPOF process. 

The final structure is known as the Constructive Relationships Council 
(CRC). The CRC represents an attempt by the parties to deal with the 
problem of integrating collective bargaining and the new, joint participative 
processes. (For a discussion of the importance of such integration, see 
Kochan, Katz, and Mower [ 1984] and Eaton [ 1994] ). Representatives to the 
CRC are the principal bargainers from both sides of the table. Any pro
gram, policy, or practice proposed at either the workplace or BUPC level 
that collides with the current contract is to be brought before the CRC, 
which is authorized to establish temporary "shelter agreements" that allow 
the new practice to exist alongside the contract. The parties appear to agree 
that the ultimate goal is for the CRC to be the mechanism by which the 
contract becomes a living document, subject to continual revision as needed 
without totally decentralizing or fractionali7Jng the bargaining process. 

The Curriculum 

It is important to be clear that although a standard curriculum has been 
developed, that curriculum is intended to be adapted to the needs of each 
business unit. While theoretically that could result in the delivery of a sub
stantially different program within different BUs, in practice that is unlikely. 
First, the unions are quite adamant about basic consistency across units. 
And as a practical matter, all new BUPCs use the preexisting curriculum 
and materials as a starting point in developing their education program. 

The standard curriculum, then, is a three-and-a-half-day programY The 
process of delivery shifts back and forth from short instructor presentations 
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to small group activities. A guiding principle of the program is that it must 
model the behaviors and principles of WPOF. These include the valuation 
of every participant's knowledge and the centrality of "interactivity." In 
practice, interactivity has meant dialogue (or multilogue) across a number 
of traditional demarcations of authority and communication: between bar
gaining-unit members and management, within the management hierar
chy, within the union hierarchy and where appropriate, between the two 
unions. Thus small group activities are typically designed to include a maxi
mum mix of individuals representing different occupations and hierarchical 
levels. This design element, which we view as absolutely essential, has also 
been the most difficult for our codesigners (see section on the design 
process below) and the participants to assimilate. 

In terms of content, the underlying framework and explicit organizing 
principle of the program is a stakeholder model. That is, WPOF is pre
sented as a program that seeks to recognize, value, and balance the needs 
of the three primary stakeholders in the business: the shareholders (repre
sented by management), employees (with their unions), and customers. 
The parties to WPOF, at whatever level they are operating, must seek to 
maximize outcomes for each of these stakeholders as measured in the lan
guage of AT&T as economic value added (EVA), people value added 
(PVA), and customer value added (CVA). This is both the framework for 
understanding WPOF itself and for the curriculum as a whole. Thus the 
first day introduces participants to this framework. 

In addition, the first day includes an introduction to systems thinking 
and the notion of interactivity. Participants also review the contract lan
guage and discuss why the parties bargained this language and what each 
hopes to gain through WPOF. Typically, the business unit's "ideal future" is 
presented briefly at this point. The ideal future represents a set of shared 
"targets" in areas such as "business focus, customer focus, employment 
security, empowerment, planning and information, and workplace spirit" 
that are intended to be practically obtainable. It has been one of the pri
mary mechanisms for implementing WPOF at the BUPC level. 

At this point, the program turns to one of the more difficult-to-manage 
portions, an examination of obstacles to implementing WPOF. This is 
accomplished through dividing the participants into management and bar
gaining-unit groups and then having them meet separately to discuss what 
they as a group must do in order for WPOF to work effectively and what 
the other group must do. While there is often some resistance to dividing 
up in this way, we have learned the hard way that the parties need time to 
ventilate about the past. Further, conceptually, WPOF is not a "one-big
happy-family" program. Rather, it and the training involve recognizing and 



386 IRRA 47fH ANNUAL PROCEEDINGS 

respecting different interests. There are also several positive outcomes of 
these sessions: underlying issues are surfaced and dealt with in the open, 
diffusing some nascent tension, and participants are often pleasantly sur
prised that the lists generated have much in common. 

The second day is designed to enmesh the participants in the stake
holder framework The morning focuses on the shareholders interests and 
the business environment in which those interests as well as the other 
interests are being met. Although the bulk of this section involves small 
groups in analyzing data regarding AT&T's financial performance, its busi
ness strategy, and competitors, the day begins with an explanation of EVA.' 

The second half of the day turns to the employees and union as stake
holders. This was in many ways the most difficult piece of the program to 
develop, at least in part because we felt that it needed to serve many 
potentially contradictory purposes simultaneously: to think through the 
interests of all employees including managers; to educate as deeply as pos
sible about the structure, philosophy, goals, and tactics of trade unionism in 
the United St:;ttes and of CWA and the IBEW specifically; to educate about 
the current industrial relations system in the U.S .  and the nature and 
sources of its limitations; to sell the audience, particularly the managers, on 
the potential value that the union adds to its members, to the firm, and the 
economy as a whole; and to help the audience think through the intricacies 
of developing the union's role in business decision making. 

Early on in the developmental and piloting process ,  it became clear that 
we were alienating some managers. We were seen as being very critical of 
the company in the "business" segment of the program and not critical at all 
of the unions and, hence, were labeled as "too prounion." Whether or not 
this was accurate or "fair," we recognized it as a problem. We also had some 
conceptual difficulty with this piece as focusing on both employees and the 
unions, recognizing that this was an important distinction, though one that 
unions don't always care to acknowledge. The segment, as it has evolved, 
deals with most of these issues and is, we believe, quite powerful. 

The segment now begins with an exercise in which individual partici
pants first list what they want out of their work (e.g., good pay, opportuni
ties for advancement, satisfaction), and then small groups develop consen
sus rankings of the most important rewards of work or, to keep our 
language parallel, interests workers have in the employment relationship. 
This provides an opportunity to discuss both the commonalities and differ
ences across occupational groups and the process of intraorganizational 
bargaining among interest groups, which is a primary and difficult union 
function. This latter discussion provides a bridge to the next section which 
is a "lecturette" on trade unionism. 
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This section consists of an instructor-focused presentation on the phi
losophy, goals, values, and strategies of independent trade unionism as an 
international phenomenon. We attempt to sharpen distinctions between 
the overall goals of trade unionism, to which most people can subscribe, 
and the current means or tactics and behaviors of any particular union 
organization. We discuss, as we do with the corporation, how union strat
egy, tactics, and structure flow in part from the environment in which the 
union finds itself and how that environment is under pressure. Finally, 
after a brief presentation on CWA and the IBEW, the small groups go back 
to work examining a particular worker interest, the success of traditional 
union tactics in meeting that interest, and potential alternative strategies 
and tactics for meeting that interest. This final exercise enables participants 
to critique current union approaches to meeting goals but asks them, as 
they must also do when looking at the business, to put themselves in the 
shoes of union leaders and develop alternatives to those approaches. 

The third day flows directly out of the second. In tb_e morning the 
theme returns to employees and PYA, and small groups br-dlilstorm poten
tial measures of PYA based on specific interests of employee groups. Next, 
the program turns to the customer and CYA. This piece is one that must be 
designed by the particular business unit. Its essential thrust is the same as 
the employee piece immediately preceding it-that is, identifying specific 
customer interests and thinking through their measurement. However, 
these tasks must interrelate with a business unit's preexisting customer 
focus as structured through its quality management system. This segment 
also becomes an opportunity for discussion of the relationship between 
that system and WPOF. 

All of the preceding themes and issues are then tied together through 
the presentation of and small group work on a case study of Eastern Air
lines as presented in the film "Collision Course." Among other things, the 
case makes real many of the issues that up to this point had been largely 
theoretical. 

To close out the program, participants are introduced to some tools for 
working together in the future and then begin work with their actual 
WPOF teams. Specifically, through a brief instructor presentation, a "win
win problem-solving" approach is introduced that emphasizes the clear 
identification of stakeholders (to the team and/or its mission), the stake
holders interests, and options for maximizing those interests. Participants 
then practice using a case developed for this segment. Teams then set to 
work on predetermined tasks such as developing their own norms and 
expectations or ideal future and interactive action plan. 
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The Development Process 

From the beginning we have tried to reflect the principles and struc
tures of WPOF in the program development process and to ensure that 
that process contributed and at times drove the overall organizational 
change process. This strategy reflects our commitment to an educational 
philosophy that includes not only participative instructional methods but 
participatory design. (See Schurman, Silverstein and Richards [1994] for 
further elaboration of the underlying philosophy and theory.) Thus at all 
times we have attempted to codesign the program as much as possible. In 
the beginning the Rutgers group met frequently with a joint union-man
agement advisory group that crossed business units. Fairly quickly the 
development process moved down to the BUPC level. Here one Rutgers 
staff person has typically worked with a joint union-management BUPC 
education subcommittee. In most cases a somewhat abbreviated program 
has been presented to the BUPC itself. The Rutgers group has than moved 
on to working directly with the joint trainers who will actually deliver the 
bulk of the program to refine the curriculum. This has involved some 
intensive train-the-trainer sessions and pilots with the target audience. 

The codesign process has greatly enhanced the contribution of the edu
cation program to the overall change process. For example, in working on 
the content of thP "customer" section with at least one business unit, it 
became clear that little thought had been given to reconciling and integrat
ing WPOF with the quality management system. Considerable attention 
has now been given to those issues, and the union (CWA in the case of this 
business unit) has been gradually integrated into the QMS structures. At a 
more mundane level, the simple scheduling of pilot workshops was also an 
important impetus for the parties to appoint bargaining-unit members to 
national reengineering teams. However, this process has been far from 
easy. Both management and the unions are accustomed to a very different 
model of curriculum development, one in which the "experts" go off to 
their cubicle somewhere and come back sometime later with finished par
ticipant and instructor binders. 

Delivery 

From the beginning there were essentially three competing models for 
the delivery of the massive amount of education and training: Rutgers 
would teach it all (which would probably have required us to double our 
staff); the teaching would be contracted out to labor education centers or 
other academic institutions as was GM/UAW PEL; or AT&T and the 
unions would teach it themselves. The latter model has been adopted with 
Rutgers delivering an occasional local program, principally as a pilot. 
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This means that each BUPC will have had to identify management and 
union trainers. Most of the BUs have large training staffs with a lot of 
teaching experience but typically very little experience facilitating the type 
of interactive program we have developed. However, some have chosen to 
use line managers instead. The unions are confronted with a more difficult 
problem. WPOF has stretched them thin in supplying representatives to 
the various councils and teams at the different levels. In many business 
units the training will take the instructors on the road for substantial 
amounts of time, making it unattractive to unionists holding elected posts. 

Conclusion 

The implementation of the contractual language establishing the Work
place of the Future has been extremely complex, reflecting the current 
organization of the business into multiple units and the involvement of two 
quite different unions. Implementation, therefore, has been slow but 
steady. This complexity has been reflected in the curriculum of the training 
and education that supports this implementation and the design and the 
delivery of the training. It is probably too early to evaluate the impact of 
the training, though it is clear that the development process has aided the 
organizational change effort in many business units. The true test of 
WPOF and, to some extent, the Rutgers role within it may soon be upon 
us, as the parties prepare for the next round of negotiations with contract 
deadlines in fall 1995. 

This effort has been consistent with our department's view of its mis
sion, which includes the fostering of workplace democracy as well as the 
more traditional strengthening of worker organizations. It is also consistent 
with the research interests of the faculty members involved. Our difficul
ties have been due more to the sheer complexity and size of our task rather 
than any deeper philosophical concerns. In particular, because of the scope 
of the program, it has been difficult for us to avoid getting caught in the 
many cross-fires: union-management, CWA-IBEW, intramanagement and, 
particularly, intraunion. Given the continuing disagreement within most 
unions about the wisdom of joint activities, intraunion conflict may create 
the biggest challenge for labor centers doing joint work, particularly of this 
scope. 

Endnotes 
1 In addition to the author, the Rutgers team includes Charles Heckscher, Sue 

Schunnan, and J efl' Keefe; Heckscher and Schurman are the project leaders. 

2 Like most corporations in the early 1990s, AT&T is seeking to decentralize its cor
porate structure. As such, it has divided itself into more than twenty business units, each 
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of which operates in a different business segment and has a degree of management 
autonomy. The unions representing AT&T's workers essentially oppose this strategy for a 
number of reasons. Not necessarily in order of importance, they fear it will eventually 
lead to a push for decentralized bargaining by business unit; they see business units 
actually competing against each other for business, often to the detriment of the work
force; they (the unions) are not structured to provide representation along business unit 
lines, and at some level, they view it as an artificial division with overall corporate goals 
still driving management decision making. 

'1 Again, the three-and-a-half-day program is designed for workplace teams. Most 
business units have designed and some have delivered a shorter one-day orientation to 
union leaders (local officers, chief stewards, and stewards) and managers that closely 
resembles the first day of the longer training. In addition, it is recognized that any par
ticular team may also need additional training in particular skills depending on its mis
sion. 

4 From the beginning, it has been difficult to decide what pieces of the business to 
focus this segment on. There is a tension between the need to discuss AT&T's overall 
performance and strategy with a need to focus on the fortunes and problems of the par
ticular BU. Indeed, the BUs are best suited to present information on their particular 
business, and such presentations are typically made early on in the BUPCs themselves. 
For this reason, the standard curriculum concentrates AT&T-wide; this will likely be 
adjusted through the planning and piloting process within each business unit. 
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Negotiating a "Modern Operati ng 
Agreement" at Ford's Dearborn 

Assem bly Plant: A New Role 
for Labor Education? 

SUSAN J .  SCHURMAN 
Rutgers University 

After the institutionalization of the New Deal industrial relations frame
work, the task of workers'/labor education in the U.S. became narrowly 
focused on preparing workers for leadership in labor unions. This contrasts 
sharply with earlier periods in the U.S. as well as with workers' education 
in other countries today, where the mission was more broadly understood 
to include preparing workers-both individually and as members of worker 
organizations-to exercise the full rights and responsibilities of citizenship 
in all spheres of a democratic society.1 By 1955 when Barbash prepared a 
report describing the first Interuniversity Labor Education Committee (a 
forerunner to the University and College Labor Education Association), 
"workers' education" was defined as "any planned educational activity 
which a union undertakes . . .  or by any agency other than a union where a 
major objective is build more effective union citizenship" (p. 3). In Rogin 
and Rachlin's (1968) definitive statement, the term "labor education" had 
supplanted "workers' education" and was defined as 

the branch of adult education that attempts to meet workers' 
educational needs and interests as these arise out of participation 
in unions. It is education directed toward action. Its programs are 
intended to enable workers to function more effectively as trade 
unionists, to help them understand society and fulfill their obliga
tions as citizens, and to promote individual development. It does 
not include training in job skills for the labor market commonly 
known as vocational education. 

With the great benefit of hindsight, it is now clear that the New Deal la
bor education curriculum, like the New Deal industrial relations framework 

Author's Address: Dept. of Labor Studies and Employment Relations, Rutgers Uni
versity, Ryders Lane & Clifton Ave., New Brunswick, NJ 08903. 
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in general, rested on the assumptions, definitions, and structures-both 
micro and macro-of the American mass production, economic, and orga
nizational system. As the New Deal framework continues to unravel in the 
face of new developments in global economic and political spheres, Ameri
can unions face a new set of problems that lie outside the scope of the New 
Deal labor education curriculum. Over the past decade, labor educators 
working in union education departments, university labor education depart
ments, and other types of institutions have found themselves faced with 
demands for providing education and training programs in domains that 
their own education and training typically has not prepared them. 

These demands fall in several broad areas (see Gray and Kornbluh 
[ 1990] for fuller discussion). One centers on strengthening labor's tradi
tional source of relative power in the economy-the ability to remove 
"labor costs" from competition. Labor educators have been a major 
resource for concepts, research, and education and training on approaches 
to organizing unorganized workers, mobilizing members, engaging in con
certed job and community actions, and applying political influence in the 
electoral sphere. Another deals with new constituencies (e.g., higher-level 
union officials, women, and minorities) .  The second involves help in 
responding to new employer initiatives for reorganizing production. Both 
of these areas have challenged the present generation of labor educators to 
develop new competencies, approaches, and structures in order to provide 
effective education and training initiatives. 

This paper describes one case in which several labor education institu
tions, along with a management consulting firm, formed an educational 
consortium to assist a large UAW local and the plant management of a 
large Ford Motor Company facility who were engaged in reorganizing the 
production system of one of the world's oldest automobile assembly plants. 
It was an ambitious undertaking, is still in progress, and has no clear, long
term happy ending. Indeed, the story contains most of the short-term diffi
culties that have accompanied the majority of such initiatives and, thus, 
raises many of the education and training issues confronted by unions and 
by labor educators as they consider how to respond to the challenge of 
designing "new work systems." 

Background and Context 

The Dearborn Assembly Plant (DAP) was the centerpiece of Henry 
Ford's vast "reinvention of automobile production"-the legendary Rouge 
Works. A monument to the concept of vertical integration, the Rouge 
Complex was, at its inception in 1917, a completely self-contained indus
trial metropolis created just in time to produce the Eagle antisubmarine 
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boat for the U.S.  Navy in World War I .  Within a decade, 75,000 autowork
ers in three shifts tended the new machines that transformed limestone, 
coal, and other raw materials unloaded at the great docks on the Rouge 
River into finished Model Ts and As-along with the "Fordson" tractor-in 
the span of 33 hours! (Babson 1984; McNeil 1990). At its peak production 
cranking out jeeps, armored plating, and aircraft engines during WWII ,  
over 100,000 autoworkers were on the Rouge payroll. After the war the 
workforce stabilized at 50-60,000, building the dream car of the '50s, the 
Thunderbird. In 1964 Ford assigned production of its new Mustang to 
DAP at the same time that the company began to decentralize its opera
tions and create smaller production facilities. By the late 1970s, employ
ment at the Rouge had fallen to 25,000. During the auto recession of the 
1980s, employment fell dramatically to its present level of 16,500. 

Since 1941,  production and skilled trades workers at the Rouge have 
been members of Local 600, UAW. Its large size and history of militant 
progressive strategy made Local 600 a powerful force within the UAW, 
Ford, and the community, and this concentration of worker power was cer
tainly a factor in Ford's decision to relocate production outside the local's 
jurisdiction. Today at 17,000 active and 16,000 retired (but particularly 
active) members, the local remains a powerful force in the UAW and 
within the Ford system. In addition to its 12,500 Rouge members, Local 
600 also represents 3,000 Ford workers outside the Rouge Complex and 
over 1 ,000 non-autoworkers (primarily in health care) as a result of local 
organizing initiatives in the mid-1980s. An amalgamated local, 600 is com
posed of 28 autonomous bargaining units organized on the basis of job 
classification, geographical location, or employer. Each bargaining unit has 
a similar structure of elected officials: president and officers, bargaining 
committee, and district committee representatives (equivalent to shop 
stewards) allocated by contract on a 1 : 175 worker ratio. Local officers 
(president, two vice presidents, financial and recording secretaries, and 
trustees) are elected in localwide elections and, together with the presi
dents of each bargaining unit, form the executive council of the local. 

This structure makes Local 600 the embodiment of "job control union
ism"-one of the most democratic and, at the same time, most bureau
cratic institutions imaginable. Shopfloor workers organized strictly accord
ing to mass production division-of-labor lines jealously guard their rights 
against any encroachment by their brothers and sisters in other classifica
tions and punish any leader who fails to follow suit. While diversification 
outside the Rouge complex has added new members, it has also added sub
stantial demands for service and increased the political complexity of the 
local's governance structure. The local's political culture is a microcosm of 
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electoral politics. Full-time union positions bring enormous power, influ
ence, and excellent compensation. Consequently, since the onset of indus
try restructuring and Ford's competitive strategy in the '80s, political com
petition, always contentious, has become especially fierce.2 There is a 
well-developed caucus tradition in the local, and individuals running for 
office outside the caucus structure typically do not fare very well. The 
union's composition also reflects Ford's hiring history regarding minorities 
and women. In 1994 the 2,032 hourly workers in DAP were 61% minority 
and 8% female, with an average age of 46 and average seniority of 22 years. 
In the local as a whole, white males are concentrated in the skilled trades 
units, while African American males dominate the production units. Local 
600 has long been a center of African American political power within the 
UAW.3 

A Strategy to Save the Rouge 

In 1984 rumors began to circulate that Ford would discontinue the 
aging Mustang and close its oldest surviving assembly plant. This implied 
that rather than commit the capital investment required to renovate the 
existing outmoded plant, equipment, (and people) for new products, the 
entire Rouge complex would be abandoned. Local 600 responded to the 
crisis by developing a multipronged strategy aimed at keeping work at the 
Rouge, on one hand, by raising Ford's "exit costs" and, on the other, by 
helping the company improve the competitive position of Rouge opera
tions. The strategy included member mobilization, working in coalition 
with community and church groups from the municipalities surrounding 
the complex and organizing new units to join the amalgamated local. It also 
included participating in the newly created joint labor-management struc
tures developed during the bargaining cycle of 1982. 

Early in this process, Local 600 leaders requested assistance from the 
Labor Studies Centers at the University of Michigan and Wayne State Uni
versity, both of which had provided labor education services to the local for 
decades. In 1985 the two labor centers collaborated to provide a two-day 
strategic planning session for Local 600 officers and staff. This program 
formalized the local's commitment to strategic decision making and initi
ated a planning process that has continued through several changes in local 
leadership. (See Schurman [ 1992] and Schurman and Stack [ 1994] for a 
description of the general strategic planning approach used.) 

Fortunately for Local 600, the Mus tang, despite predictions of declining 
sales, continued to sell at 200,000 units a year throughout the 80s, causing 
Ford executives to postpone its discontinuation. However, during the 1990-
1993 recession, sales dropped sharply; DAP was closed for 22 week-long 
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shutdowns in 1991 alone to reduce production. Meanwhile, in 1990 Ford 
authorized $700 million to redesign and retool the Mustang but made no 
commitment to build it at DAP. Project SN95 would not only introduce the 
first Mustang makeover in fifteen years, it would incorporate Ford's accu
mulating experience at implementing Toyota's "lean production" system. 
(See Womack et al. [ 1990] for a description of Ford's adoption of lean pro
duction. )  

A New Product in Exchange for a New Process 

In 1990 as part of local bargaining, Local 600 initiated a joint study 
committee to explore attracting a new product to DAP. In 1991 Ford man
agement indicated that production of the SN95 was contingent on the 
union's willingness to renegotiate the local contract to adopt a "modem 
operating agreement" that incorporated the basic work organization ele
ments of "lean production" (e.g. , cross-training, job rotation, team produc
tion). Many of these elements had already been initiated in other Rouge 
facilitates and several other assembly plants (e.g. , Wayne and Avon Lake) .  
In November 1991 the union signed a "modem operating concept" docu
ment pledging commitment to redesign the production process to incorpo
rate such features as team production, job rotation, and pay for knowledge, 
the details of which would be negotiated later. 

In 1984 Lou Calloway became the plant manager at Dearborn Assem
bly. As Calloway tells the story, he was sent to Dearborn to close the assem
bly plant but decided to defy the odds and see if it would be possible to 
win a new product line to replace the Mustang when its model run ended. 
Approaching retirement, he said, 'What have I got to lose?" Famous for his 
integrity and directness, Calloway quickly earned the respect of the work
force and formed a constructive working relationship with the assembly 
unit UAW officials. Calloway and several of his key managers began to 
work with union officials on a joint approach to winning a new product. 
They juxtaposed formal bargaining on the MOA with joint planning on the 
broader issues related to winning the SN95 and redesigning production. By 
the summer of July 1993, as the educational intervention described below 
commenced, and with less than three months until the launch of the new 
M ustang, the MOA had still not been completed. The reasons are 
addressed in the concluding section of the paper. 

Creating an Educational Consortium 

In 1992, despite the fact that there was no actual MOA-just the con
ceptual agreement-the parties created a joint training committee chaired 
by a labor relations manager and union committeeman. The committee 
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was charged with the responsibility to develop a training plan for imple
menting the MOA. The committee decided to retain external consultants 
to help them with the final design of the production system that would be 
incorporated in the MOA as well as with the education and training pro
grams that would accompany the implementation of the agreement. They 
solicited bids from a number of management consulting and training firms. 
At the request of Local 600, the University of Michigan, Wayne State Uni
versity, and Rutgers University labor education programs formed a consor
tium and submitted a proposal. The training committee was divided (not 
on union/management lines) about which proposal to accept. Eventually a 
compromise was reached in which the committee asked the labor educa
tion consortium to work cooperatively with one of the management con
sulting firms, Dannemiller-Tyson Associates, (DTA) to provide technical 
assistance, education, and training to the MOA process. DTA has pio
neered in the use of "large-scale" education and training interventions to 
support organi:t.ational transformation. In their proposal, DT proposed to 
conduct a large-scale interactive education event in which the entire 2,200 
employees of Dearborn Assembly would participate in redesigning the pro
duction system. Labor educators from each university, together with DTA, 
formed an "external design team." This team worked with the joint training 
committee to plan the overall redesign effort. The strategy that evolved 
included the following elements: 

l. Separate two-day strategy meetings for union and management offi
cials during which each party clarified its goals, principles and values, and 
desired outcomes from the redesign effort, and the external educational 
consultants provided conceptual inputs on the process of organizational 
transformation, alternative approaches to designing a team-based produc
tion system, etc. 

2. A joint labor-management two-day meeting, in which the parties 
shared the results of their separate strategy meetings, identified areas of 
conflicting and congruent goals and jointly developed an approach to pro
duction redesign that they agreed satisfied their interests at least suffi
ciently. 

3. The appointment of a special representative design group to work 
with the educational consultants and the training committee to plan the 
large-scale education event. This group was appointed by the parties and 
included a broad cross-section of the DAP workforce. 

4. A three-day, large-scale, interactive educational event aimed at giving 
all DAP employees a clear understanding of the new product they would 
build, management's and the union's rational for the work redesign effort 
and the MOA, and the opportunity to influence the redesign effort. 
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5. Extensive follow-up training, commencing immediately after the 
large-scale event to include team training, leadership training, technical 
training etc. This training was to be aimed at all employee groups and tai
lored to the particular skill gaps that the new production system would 
likely pose. The joint training committee was given the responsibility for 
needs analysis. 

Implementing the Design 

The obstacles facing the parties became evident in the separate strategy 
meetings. On the union's side, tension existed between production repre
sentatives who had lived through the 22 weeks of idle time in 1991 ,  
believed the company was serious about relocating production, and had 
come to believe that many elements of the MOA would benefit their mem
bers in the form of increased pay and influence on production. Skilled 
trades representatives knew that their members were extremely unhappy 
about many of the provisions that threatened traditional geographic and 
trade lines of demarcation. Nor was there complete harmony in the man
agement group as managers and supervisors wrestled with the potential 
loss of power and new skill demands implied by the MOA concept. When 
the parties came together, it was clear that despite obvious areas for mutual 
gains, reaching final agreement would be difficult. In particular, differ
ences over the question of whether team leaders would be elected by the 
team or selected by management loomed as a major sticking point. By the 
end of the joint strategy meeting, the parties had planned the large-scale 
intervention and decided to go ahead with it despite the fact that they 
almost certainly would not reach a final MOA agreement prior to the 
event. They decided to frame the purpose of the three-day program not as 
educating people about the MOA, as initially intended, but as educating 
them about the MOA concept and inviting employee input to the MOA. 

In September 1993, nearly all 2,200 DAP employees convened at Coho 
Hall, Detroit's downtown civic center. Four large halls each seating 500 
people at tables of 1 1  were the primary meeting rooms, while general ses
sions were either held in a large hall accommodating all 2,200 or broadcast 
simultaneously in each room on closed-circuit megascree� TV. Each room 
was led by a team of three facilitators (two from DTA and one labor educa
tor) who conducted all the interactive exercises and facilitated open 
forums, introduced speakers, and managed question-and-answer sessions. 
Each facilitation team was assisted by a team of 10-12 volunteer "logistics" 
staff who distributed handouts to "in-baskets" located on each table, posted 
flipcharts on the wall as they were produced at the tables, moved around 
the room with hand-held microphones during the open forums, and in 
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general handled all the logistics required in order to allow 500 people to 
participate in small-group activities followed by large-group interaction. 
Logistics staff in each room were coordinated through wireless headphones 
by a "logistics czar" from DTA with experience in other large-scale 
events-though this was by far the largest that the firm had attempted. 

The curriculum for the three days was aimed at providing each em
ployee with information about each of the major stakeholders groups who 
would be affected by their efforts: owners and investors represented by top 
Ford executives; customers represented by Ford marketing executives; the 
UAW represented by the Ford Department Vice President, the Regional 
Director, along with Local 600 and DAP unit officers. In addition, several 
conceptual segments were included concerning issues related to new pro
duction systems. Following these inputs, which took up the first day and a 
half, the remaining time was devoted to the employees generating their 
concerns and ideas for successfully converting to a new product and 
process. 

Strict rules were imposed on all presenters. No presentation was permit
ted to exceed 45 minutes in length. All presentations were followed by "open 
forums" in which participants at their tables discussed their reactions to the 
presentation and generated questions to ask the presenters. Given the large 
size of the groups, it was impossible to address every question on each table's 
lis t .  Using a prepared "Q and A" plan, facilitators were able to call on 
roughly a third to half of the tables in each open forum, which meant that 
over the course of the three days, every table got to participate more than 
once, and since many questions overlapped, most questions got answered. 
Each open forum ended with "burning questions that have to be answered 
in order for you to be able to move forward." Each of the stakeholder groups 
traveled to each of the four rooms to present their views and to interact with 
employee/members in open forums (except for a couple that were delivered 
in general session). At the end of each day the external and internal design 
teams and the joint training committee met to review the daily evaluations, 
summarize the themes, and decide whether to modify the next day's plan in 
light of the feedback. At the beginning of each day a summary of the evalua
tions was presented in each room by a member of the team. 

The event was judged a complete success by participants and sponsors. 
Both daily evaluations and the final evaluations suggested that expectations 
had been exceeded and that people were anxious to get on with the busi
ness of redesigning the process and building the new Mustang. Orders for 
the new model were already committed through the 1994 model year 
based on anticipated production of 140,000 units a year. People were also 
anxious to get started with the next phase of training. 
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The Larger System Intervenes 

In October 1993, 35 months after authorization of the SN95 program, 
the first new-model Mustang rolled off the DAP assembly line-a record 
in U . S .  automotive history. That same month bargaining broke down 
between Ford and Local 600 over key issues in the MOA: job rotation, 
election of team leaders, and pay for knowledge. In each case the union 
wanted more and the company less. As it turned out, while local Ford man
agers were negotiating with Local 600, executives in the Body and Assem
bly Division were rethinking their approach to lean production. According 
to Local 600 and DAP representatives, after taking a close look at their 
experience in other assembly plants, division executives found that their 
M OA plants were more expensive and less productive than they had 
hoped, while one of their traditional non-MOA plants was the most effi
cient and productive in the system. Bargaining for the DAP/600 MOA was 
basically taken out of the hands of local negotiators and has been taking 
place between the divis ion and the Ford department of the UAW. 
Recently, local officials have been told that agreement on a new MOA 
framework acceptable to Ford and the UAW is nearing completion and 
that it will be consistent with the local's position. At the time of this vvriting, 
no official document is yet available confirming this information. 

Lessons for Labor Educators 

Demand for education and technical assistance related to new work sys
tems will grow. As this case makes clear, the question for labor educators is 
no longer whether to provide education and training in the area of work 
restructuring but rather what should the content of such programs be and 
what kind of delivery systems will be most effective. Unions are deeply en
gaged in the process of workplace change and will turn to other providers if 
labor education programs do not develop the necessary expertise. The publi
cation (Feb. 1993) of the second AFL-CIO evolution of work report, The 
New American Workplace: A Labor Perspective, with further reports antici
pated in the near future, signals that American unions intend to be major 
actors in the "post-mass-production world." New educational initiatives sup
porting this historic policy directive are now under way at the George Meany 
Center for Labor Studies and in individual unions. The skills and resources 
of labor education programs in both research and education are vital to the 
organized labor movement's capacity to implement its policy directives. 

Educational consortia can promote professional development while re
ducing risks. The archetypal labor educator in the New Deal system-like 
the union organizer and field staffer-is a lone wolf who either knows 
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everything or knows people who do and creates individual relationships 
with the leaders of unions he or she services. Until recently, most labor 
educators have had little experience with collaborating either with col
leagues in their own programs or in other labor education programs, let 
alone with colleagues from other professional fields. Working in partner
ship to design and deliver educational programs in emerging complex areas 
can be an effective means of learning new competencies, while at the same 
time improving the quality of the programs offered. (See Schurman, 
Hugentobler, and Stack [ 1991]; Schurman, Silverstein, and Richards [ 1994] 
and Schurman and Israel [forthcoming] for examples of other educational 
partnerships. )  While the nature and economics of the labor education busi
ness will no doubt continue to require most of us to continue our solitary 
efforts, involvement in these kinds of partnerships can be an effective 
means of professional development so we can continue our traditional role 
of making new knowledge available to unions and workers. These new rela
tionships do not happen without difficulty, however. In the DAP/600 case 
we labor educators learned a tremendous amount from DTA and they from 
us, but the process was often conflictual as professionals from two quite 
different fields struggled to understand each other's different values, con
cepts, and expertise. 

Partnerships and consortia can also serve to distribute the potential 
risks to any particular institution for its involvement in what are often high
risk initiatives where failures far outnumber successes. Transforming large 
unionized organizations is a highly complex task that requires substantial 
organizational commitment not simply from the union and employer 
undergoing the change process but also from those organizations that pro
vide assistance. To that end a number of educational partnerships and con
sortia are springing up involving labor education centers, various unions 
separately or in partnership with other unions or with employers, private 
nonprofit research centers, and so forth. For example, the University and 
College Labor Education Association is working with the Industrial Union 
Department of the AFL-CIO to develop educational materials and a 
"train-the-trainer" strategy for union participation in workplace transfor
mation, intended for use by labor educators and unionists around the 
country. In addition, a number of university labor education programs have 
formed consortia to work with individual unions or consortia of several 
unions to develop research and education strategies related to industry and 
firm restructuring and workplace transformation. 

Labor educators must prepare to participate in designing education 
programs at the strategic levels of companies and unions. The Local 
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600/DAP case underscores once again how the best efforts by local man
agement and union officials can be affected by the actions of the strategic 
decision makers higher up in both their organizations. Labor education has 
historically been a "bottom-up" activity, and thus far, most labor educators' 
experience with work reorganization has been with local unions at the facil
ity or single small-firm level. As major unions begin to demand and obtain 
influence at the strategic level, as they must if they intend to have any real 
effect on the outcomes they care about, labor educators can expect to be 
called on to participate in designing educational interventions for the 
entire firm encompassing subjects far beyond our traditional base of exper
tise. (See, e.g., Eaton's paper in this volume about the ATI/CWNIBEW 
Workplace of the Future initiative.) I know of few labor education pro
grams (and very few consulting firms for that matter) today that are pre
pared to meet the demands of this type of request. Here again, consortia 
and partnerships can be an effective mechanism. 

None of these remarks should be taken to imply that there is no longer 
a need for the "nuts and bolts" content of the traditional labor education 
curriculum. Classes in grievance handling, arbitration, collective bargain
ing, parliamentary procedure, and so forth in fact appear to be undergoing 
renewed demand as unions seek to rebuild their institutional base. These 
will remain essential to building effective union institutions and developing 
capable union leaders. But workers in the future will need much more. 
Worker and labor educators have a long tradition of developing new educa
tional approaches and methods to assist workers in responding to changes 
in the economy and in the society. The emergence of "new work systems" 
presents an opportunity to greatly expand workers' individual and collec
tive voice in industrial governance. For labor educators it presents an 
opportunity to recover some of the finest traditions of our occupational 
heritage. 
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Endnotes 

1 For an excellent recent discussion of the transformation of workers' education in 
the U.S. from the mid-19th century to the New Deal see Schied ( 1993: 147-80). 

2 In September 1994 a former member of the skilled trades shop committee opened 
fire on members of the existing committee, killing two and injuring two others (Detroit 
Free Press, September 12, 1994, pp. 1A, 6A). 
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� For the historic reasons leading to the concentration of African Americans in the 
Rouge as well as the demographic characteristics of the Rouge labor force see Babson 
( 1984). 
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XV: N EW DIRECTIONS FOR LABOR 

LAW REFORM: THE WORKPLACE 

AND BEYOND 

Labor Law Reform:  Taking a Lesson 
from the Trucking I ndustry 

MICHAEL H. BELZER 
Cornell University 

Economic deregulation has transformed the trucking industry over the 
past fifteen years. Once a stable regulated utility, the trucking industry has 
become a highly competitive component of the logistics function of the 
production and distribution process. The industry has split into several dis
tinct markets, divided according to hauling characteristics such as length of 
haul, weight of shipment, and type of product hauled. While all of these 
distinctions existed before economic deregulation, the Interstate Com
merce Commission (ICC), relying on rate bureaus, assigned common carri
ers the responsibility of hauling the freight for which they had authority. 
All carriers now are free to haul what they choose where they choose and 
discriminate on the basis of commodity type, commodity size, shipment 
size, and the shipper's volume of freight. 

The discrimination according to shipment size affected industry struc
ture. The handling of small shipments ("less-than-truckload" [LTL] ,  
defined as less than 10,000 pounds) requires a large, complex system of 
pickup and delivery and sorting operations. Special designated trucks make 
many pickups in a confined geographic area and return those shipments to 
a central terminal. The carrier sorts these shipments by destination and 
puts them on intercity trucks that haul shipments to distant terminals. At 
the destination terminal, the carrier sorts these shipments and loads them 

Author's Address: School of Industrial and Labor Relations, Cornell University, 
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403 



404 IRRA 47fH ANNUAL PROCEEDINGS 

on trucks that deliver them to consignees within that geographic area. This 
simplified strategy requires a large and specialized workforce as well as 
specialized equipment to handle each small shipment. The carrier must 
employ multiple trucks, terminals, and freight docks, and many employees 
must handle each shipment. They therefore must handle many shipments 
at once to operate efficiently. 

Large shipments ("truckload" [TL] ,  defined as more than 10,000 
pounds) allow a more simplified operation. A trucking company dispatches 
a single all-purpose truck to a shipper, who normally loads a single shipment 
going to a single consignee. The driver takes the load to the consignee, 
unloads, and calls his company (or a broker) for another dispatch. LTL 
requires complex marketing operations, dispatching operations, shipment
sorting and tracking operations, and a dense network of customers in every 
service area. While TL carriers may benefit from such sophisticated opera
tions and from dense customer networks, they may function without them. 

The Trucking Labor Market 

For reasons that are not altogether clear, each type of operation func
tions within a different labor market. While competition is strong in all 
markets, the sophisticated and capital-intensive LTL operation can pass 
along higher labor costs to its customers. Wages are significantly higher 
and conditions significantly better in LTL than in TL, even controlling for 
union effects (Belzer 1995). The Teamsters Union retains its most credible 
clout in the LTL market, while it has lost much of its punch in TL, the 
biggest growth market (Belzer 1994a, 1994b). 

The labor market institutions that once sufficed to ensure some mea
sure of equity and efficiency have proved to be inadequate. Wages have 
fallen and conditions have deteriorated. The TL sector of the industry 
claims to face a labor shortage so severe that they want the right to hire 
workers from other countries to drive trucks in the United States (Machal
aba 1993; McNamara 1994). Trucking formerly was an occupation with 
above-average wages and reasonable working conditions, enough to pro
duce a stable and relatively skilled workforce. What produced this reversal 
in a mere fifteen years? 

Labor Market Institutions 

Most of us take the Fair Labor Standards Act of 1938 (FLSA) for 
granted. While the act originally covered only one-fourth of all private sec
tor workers, Congress has amended the act several times. Minimum wage 
standards now apply to 92% of all nonsupervisory employees (for a history 
and rationale, see Minimum Wage Study Commission [MWSC] 1981 :1-5). 
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Employees who work for interstate trucking companies always have 
been excluded from maximum hour standards, as specified in Section 
13(b) (1 )  of the act. When the MWSC looked at the trucking industry and 
found that 80% of trucking employees were Teamsters, it elected to leave 
them out of reform recommendations. "Most employees in the transporta
tion sector are represented by labor organizations and over 90% of the 
approximately 2.2 million transportation workers with exempt status from 
FLSA overtime pay provisions are employed in the interstate transport of 
passengers or goods by rail, truck, air, or water. The four major interstate 
transportation sectors (rail, truck, air, and water) have a long history of 
determining wages,  h ours, and working conditions through formal 
labor/management collective bargaining procedures" (Fritsch 1981: 151). 
However, the MWSC also found that while 90% of mechanics and loaders 
work under collective bargaining contracts providing for time and a half 
after 40 hours, all of those not earning overtime premia were in the non
union sector (Fritsch 1981: 154). Since this nonunion sector has exploded 
since deregulation, unpaid time has grown also (Belzer 1995). 

According to the MWSC, Section 16(b)(1) of the FLSA exempts truck
ing because the Department of Transportation (DOT) has the authority to 
limit hours. This power to regulate hours of service, even though it has 
never been exercised for anyone but drivers and helpers, has provided a ra
tionale to continue the exemption. The FLSA exemption, however, extends 
to all employees, including loaders and mechanics as well as white-collar 
support staff, because the Secretary of Transportation's unexercised power 
to regulate blocks the Department of Labor from acting. While arguably 
there is a substantive difference between the Labor Department's interest 
in regulating the labor market and the DOT's interest in safety, substantial 
unionization in trucking appeared to provide satisfactory private regulation. 

Unfortunately, the commission based this recommendation on old data. 
Economic deregulation, begun administratively in 1977, became law in 
1980, just before the MWSC issued its report. The massive industry 
restructuring after 1980, bankrupting hundreds of common carriers and 
creating a new and turbulent truckload general freight sector, reduced 
unionization dramatically (Perry 1986; Hirsch 1993:287; Belzer 1994a:43). 
The market also became supercompetitive, putting extreme pressure on 
driver hours and wages. 

Labor Market Conditions 

Many scholars have linked the reduction in unionizfltion to the reduc
tion of wages, and the linkage seems accurate (Rose 1985; Rose 1987; 
Hirsch 1988; Belzer l994a:50-58) .  However, were the lost wages rents or 
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compensating wage differentials (Hirsch 1993)? If they are the latter, 
trucking employers would not be able to recruit and hire the same quality 
of employee that they could before wages dropped. 

How far have wages dropped, and how far down the queue may truck
ers have to go to hire drivers? An uneven decline in wages in an industry 
with limited FLSA regulation may allow some wages to drop below the 
minimum wage, especially in view of the extra long hours worked. If the 
effective hourly wage in TL general freight is near or below the minimum 
wage, then wages certainly have dropped below the effective reservation 
wage of desirable employees. This especially is likely if one compares 80 
hours of work per week in an FLSA-covered industry (100 hours of pay) to 
80 hours of work in TL trucking (80 hours of pay maximum, but probably 
more likely 60 hours since 60 hours is the DOT-regulated maximum). 

Within the trucking industry, TL wages are significantly lower than 
LTL wages. Drivers for national TL carriers (all nonunion) earn a mileage
based wage rate some 43% lower than that earned by the average national 
LTL driver (all union, if one excludes Overnite, which operates more like a 
network of regional carriers [Belzer 1995]). While the Teamsters represent 
most LTL drivers, representation is not universal, and the average non
union LTL carrier pays a wage that is at least 25% less than paid by the 
average union LTL carrier (Belzer 1994a:51) .  

Unpaid work time contributes significantly to low effective wages. Non
union TL drivers are significantly less likely to earn wages for all work 
time, contributing to low hourly earnings (Belzer 1993, 1995). While little 
research exists on this phenomenon, nonunion TL drivers certainly work 
many unpaid hours per week. Much, perhaps most, of that time goes unre
ported and does not show up in anyone's data, since drivers do not log 
unpaid time. 

In 1987 the average nonunion (predominantly TL) trucking employee 
earned $ 13,741 annually in 1982 dollars (Belzer 1994a:57). Assuming a 60-
hour work week (probably a significant understatement since 70 to 90 
hours is common; see Ouellet [1994:28] ), that amounts to $4.38 per hour. 
If the FLSA overtime-pay provision applied to interstate drivers, that 
would drive effective pay down to $3.92 per hour. Assuming the more real
istic 80 hours suggested by Ouellet and myself, the average driver may 
have made $3.29 per hour in 1982 dollars, or $2.63 per hour if one assumes 
the FLSA standard overtime pay. 1 Compared with an average hourly rate 
of $8.54 (1982 dollars) for manufacturing workers in 1987, we can guess 
that most industrial workers can choose more lucrative occupations. 

In Table 1 I present several hypothetical scenarios to estimate hourly 
wage rates, using 1990 data from Form M submitted by Class I and Class 



TABLE 1 
1990 Average Annual Earnings of Class I General Freight Drivers, Converted to Hourly Wage Estimates in Current Dollars 

(Alternative Scenarios with and \\ithout Section 13(b) ( 1 )  Exemption.) 

Average road driver $33,352 
TL road drivers $24,796 N =83 carriers 

Hours per Annual FLSA hourlv 
Hours per straight-time overtime work FLSA overtime Annual work FLSA annual Straight-time rate adjusted 

week year hours paid hours hours paid hours hourly rate for overtime 

60 2090 1045.0 1567.50 3135.5 3657.50 $7.91 $6.78 
70 2090 1567.5 2351.25 3657.5 4441.25 $6.78 $5.58 
80 2090 2090.0 3135.00 4180.0 5225.00 $5.93 $4.75 � 
90 2090 2612.5 3918.75 4702.5 6008.75 $5.27 $4.13 to 

0 ::0 
LTL road driver $45,209 N = 85 carriers 1:"" 

50 2090 522.5 783.75 2612.5 2873.75 $17.30 $15.73 � 
60 2090 1045.0 1567.50 3135.5 3657.50 $14.42 $12.36 ::0 

t'l '"'l 
Average local driver $31,653 0 ::0 
TL local driver $23,590 N =33 carriers � 

60 2090 1045.0 1567.50 3135.0 3657.50 $7.52 $6.45 
70 2090 1567.5 2351.25 3657.5 4441.25 $6.45 $5.31 
80 2090 2090.0 3135.00 4180.0 5225.00 $5.64 $4.51 
90 2090 2612.5 3918.75 4702.5 6008.75 $5.02 $3.93 

LTL local driver $32,069 N=ll6 carriers 

50 2090 522.5 783.75 2612.5 2873.75 $12.28 $1 1.16 
60 2090 1045.0 1567.50 3135.0 3657.50 $10.23 $8.77 

Source: Interstate Commerce Commission Form M data, as reported on tapes provided by the American Trucking Associations. Limited to """ 
carriers reporting separate TL and LTL revenue and reporting driver wages paid and hours worked. 0 -.1 
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II motor carriers to the ICC as reported on tapes provided by the Ameri
can Trucking Associations. Note the sizable difference between LTL and 
TL employee earnings. I use various estimates of hours worked by drivers 
in each category because no definitive data exist on driver work hours. 
Between 1977 and 1987, the average per-driver mileage at Class I general 
freight carriers increased approximately 10%, to 105,148 miles per year. 
Calculated on a conservative 40-mile-per-hour overall average, this repre
sents 2,628.7 hours per year of driving alone. However, the large national 
LTL carriers' road drivers operate approximately this many miles, and they 
perform very little nondriving labor. Drivers for the highest quartile of 
motor carriers ran between 1 12,639 and 239,2I 6  miles (Belzer 1990:77-80, 
124-125). We also know that 75% of all interstate drivers regularly violate 
hours-of-service rules, suggesting most drivers work more than 60 hours 
per week (Braver et al. 1992). 

In sum, this research suggests that a significant and growing number of 
truck drivers may be earning less than the minimum wage. In addition, 
since these drivers must eat all of their meals in restaurants, their cost of 
living on the job is very high. When one subtracts from those earnings the 
cost of living on the road for an average of three weeks at a time, truck 
drivers have very little left to send home to support their families. 

The Connection between Institutional Failure and 
Labor Market Failure 

In the truck driver labor market an instability may have developed in 
the tension between drivers in very different markets. Although the work is 
substantially the same, a large wage gap has developed between some driv
ers and others. The drivers working in the most competitive sector may 
earn less than the minimum wage. When accounting for overtime, paid and 
unpaid, earnings in TL may be one-half of average manufacturing workers' 
wages. Elsewhere trucking wages are much higher-drivers in the union
ized LTL sector may earn up to 50% more than the average manufacturing 
worker. These sectoral gaps could account for the chronic labor shortage 
reported by TL carriers for the past decade, which both truckers and ship
pers believe has prevented many TL carriers from expanding to serve their 
customers fully during the current expansion. 

The labor market of the over-the-road truckload driver approaches the 
unregulated ideal. With the disappearance of economic regulation in the 
industry, truckload firms face minimal entry barriers (no institutional barri
ers, very minimal capital barriers) and no restrictions or guidelines on 
rates. With the decline of collective bargaining (and the virtual disappear
ance of collective bargaining in the truckload sector ) ,  there is no collective 
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or institutional pressure to support wage rates. Neither institutional nor 
legal barriers keep wages above the minimum. Unionized or LTL or better
paid special commodity drivers will not choose to enter the TL general 
freight market. Workers from other industries and occupations, not condi
tioned to accept these low wages and hard conditions, will not remain for 
long when they find out what they really earn. Therefore, the trucking 
industry can expect chronic understaffing indefinitely. In fact, Schneider 
National currently is hiring Irish workers, MS Carriers is recruiting British 
drivers with continental experience, and the TL Carriers Council has asked 
the Labor Department to declare an emergency so they can hire Mexican 
nationals (Machalaba 1993; McNamara 1994; Associated Press 1994). 

What Does This Have to Do with Labor Law Reform? 

The trucking industry looks like a case of market failure in the absence 
of regulatory institutions. In a highly competitive industry without collec
tive bargaining, wages have dropped so low that they arguably no longer 
provide minimal subsistence for a family.2 

What if we generalized this environment to all U.S. workers? What if 
this peculiar environment governed the entire workforce? After all, the 
language used to justify the FLSA in the first place sounds oddly protec
tionistic in this global economy within which we live. It almost seems 
anachronistic to imagine passing a law today with the explicit goal of creat
ing more jobs by creating a disincentive to employ people more than 40 
hours per week. Congress passed the FLSA because it declared low wages 
and long hours (and unpaid labor time) to be "an unfair method of compe
tition in commerce" (Section 2[a] quoted in MWSC 1981:3). It likewise 
sounds anachronistic today to imagine Congress regulating the freedom of 
contract of workers and owners, forcing them to pay a minimum subsis
tence wage. 

Policy Alternatives 

As the drive to reform labor law to permit workers to choose meaning
ful representation on the job runs out of steam and as Congress becomes 
more hostile to private collective bargaining as a key mechanism regulating 
the labor market, we need to look at alternatives. But first we need to 
decide what we want our society to look like. I can think of five alterna
tives. 

Suppose the truckload trucking industry's labor shortage springs not 
from the low wages they pay but from the protective legislation applicable 
to the rest of the workforce covered by overtime provisions of the FLSA. 
The data in Table 1 suggest that in the absence of collective bargaining, the 
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lack of maximum hours coverage may cause effective wages to drop below 
the FLSA minimum or at least too low to attract a stable workforce. As 
long as the FLSA remains in effect for most workers, we can expect that 
chronic low wages in TL trucking will not attract a stable workforce. 

First, we can leave things the way they are. Wages will remain 
extremely low in some sectors, churning the labor market continually and 
putting workers from the end of the employment queue behind the wheel. 
Carriers that cannot find workers within the domestic labor market 
increasingly will hire from outside that market, legally or illegally, as they 
do today. 

As a second option, we could make the rest of the U.S. labor market 
look more like the trucking industry: repeal the FLSA provisions that pro
vide maximum hour protections. Competition will force employers in some 
price competitive sectors to race to the bottom, driving their employees' 
effective wages down. If we repeal these restrictions, the resulting free fall 
of wages in these sectors would help make trucking employment more 
attractive. While this would affect the least-skilled workers the most and 
the quickest, eventually wage cuts may spread throughout the economy. 
While this might seem drastic, it would make U.S. goods competitive with 
those from less developed countries and create jobs, albeit at low wages. 

As a third alternative, we could make the trucking industry follow the 
same rules followed by the rest of American industry: extend the full pro
tection of the FLSA. We may prefer this alternative to the first two, since 
trucking workers would value their time as much as nontrucking workers 
(accounting for all time, demanding to be paid for all work, and reducing 
the number of hours worked closer to 40). This would also create jobs 
because the average road driver effectively works two full-time jobs. While 
the FLSA might be cumbersome to enforce in such a decentralized and 
mobile industry, technology exists currently to monitor drivers effectively. 

Unionization is the fourth mechanism for regulating the labor market 
and the one preferred by the MWSC. The utter atomization of truck driver 
social relations leads to private individual wage contracting which brings 
levels that are unattractive to suitable workers. If we encourage unioniza
tion, we keep government out of the wage-setting process but grant to 
workers the right to negotiate wages collectively, which will raise wages sig
nificantly. If we can successfully encourage collective bargaining (the solu
tion of a previous generation for this kind of labor market crisis) ,  we can 
make it unnecessary to extend the FLSA to trucking. Finally, if we both 
extend the FLSA and improve access to collective bargaining, we create a 
private mechanism with which to police the act and reduce the low-wage 
pressure. 
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How Would We Encourage Unionization? 

In order to allow private parties to work out acceptable wages and 
working conditions, we need to make it easier for workers to join unions 
and for unions to negotiate contracts. How do we encournge unionization? 

The Teamsters would never have built a union without various forms of 
secondary leverage. The "leap-frog" mechanism developed by Farrell 
Dobbs in the 1930s would be illegal today. When a carrier's workers in one 
city joined the union, they refused to unload the carrier's nonunion trucks 
coming from another city unless the carrier recognized the union in that 
city as well and unless road drivers also joined. When road drivers saw the 
benefits of unionization, they carried the message to distant terminals. As 
each terminal organized, workers could bargain collectively with their man
agement (raising wages and improving conditions) and refuse to unload 
nonunion trucks. As the process continued throughout the Northern Plains 
states, the general freight industry became unionized (James and James 
1965:98- 101 ) .  While this process began before Congress passed the 
National Labor Relations Act (NLRA), the NLRA originally allowed the 
practice. Since the NLRA declared national policy supported private col
lective bargaining as the preferred method of setting wages and conditions, 
it recognized that the employment relationship and the bargaining rela
tionship represent uses of power by labor and management and had as its 
purpose more evenly balancing that power. While unions may abuse the 
secondary boycott and we may restrict it accordingly, truck drivers cannot 
organize themselves without it (James and James 1965:101). 

We could amend Section 14(b) of Taft-Hartley to allow truck drivers to 
vote for a union shop, regardless of the location of their employer's offices 
or of their own domicile. Federal law clearly recognizes interstate trucking 
as a national industry, and uneven labor law rules among states creates 
harmful discontinuities. With drivers spread all over the country, some car
riers locate their offices in open-shop states just to avoid unionization. In 
the truckload section of the trucking industry, the open shop effectively 
shuts out the unionization option. 

Finally, we should allow truck drivers to select representation by card 
check. Since drivers travel all over the country in their work, a union can
not conduct a meaningful election campaign. 

Conclusions 

In order to solve the labor shortage problem in trucking and allow the 
industry to reach its full potential, we need to help the market to clear. 
What are the alternatives? 
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• We can keep the current system with its unevenly low wages and 
market instability. 

• We can repeal the maximum-hours provisions of the FLSA so every
one's effective wages drop low enough to make the TL labor market com
petitive. 

• We can continue to allow TL carriers to hire foreign labor, either 
legally or illegally. In other words, we can recognize that the domestic mar
ket does not work and allow carriers to hire low-wage foreign labor directly 
to circumvent the market. 

• We can extend the FLSA maximum-hour provisions to trucking 
employees, bringing their wages and conditions up to the standards 
enjoyed by other U.S. workers. 

• We can encourage collective bargaining by making it easier for truck
ing employees to unionize and bargain contracts with employers. Current 
labor law makes widespread expansion of unionization impossible. 

Endnotes 

1 It is very difllcult to estimate real earnings for real labor time using the cmde data 
available. In these calculations I have used average annual earnings of full-time-equiva
lent employees of Class I intercity general freight tucking carriers. I multiplied hypo
thetical hours-per-week estimates times 52.25 weeks per year and divided average gross 
earnings by the number of hours worked. To arrive at hourly wage estimates corrected 
for overtime (as if these employees were covered by the FLSA), I changed 60 actual 
hours to 70 paid hours (40 hours straight time, plus 20 hours at time-and-one-half) and 
changed 80 actual hours to 100 paid hours. The exceedingly long hours worked by tmck 
drivers magnifies the effect of the overtime exemption. 

2 The nature of the work exacerbates the problem of below-subsistence wages. With 
irregular hours and long periods away from home, it becomes very di!Hcult for the 
spouse left behind to go to work. The spouse at home in effect becomes a single parent, 
assuming all child rearing responsibilities and limiting work options. Therefore, if the 
primary breadwinner cannot earn a living wage, the family is reduced to penury. 
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Reth i n ki n g  the M icroeconomic 
Fou ndations of Worker Representation 

and Its Regulation 

HowARD WIAL 
U.S. Department of Labor 

Regardless of their views on such substantive issues as labor-manage
ment cooperative committees or expedited certification of unions, most 
participants in the current debates over collective worker representation 
share a powerful, unexamined, and often unarticulated assumption: that 
collective worker representation and worker-management relations gener
ally should mainly concern the relations between a particular employer and 
its employees.1 In this essay I examine the economic basis of this assump
tion, articulate an alternative economic foundation for collective worker 
representation that is better suited to contemporary economic reality, and 
suggest some ways in which U.S. labor law would have to change in order 
to support the alternative model. 

The Single-Employer Asset-Specificity Model of Worker 
Representation 

In the 1980s, union-sympathetic economists (e.g., Freeman and Med
off 1984) and labor lawyers (e.g., Weiler 1990), responding to orthodox 
economic criticism of collective bargaining, advanced a powerful microeco
nomic rationale for worker representation at the single-employer level. 
Their argument is essentially a labor market application of Williamson's 
( 1985) concept of "asset-specificity." On this view the labor market differs 
from a classical , competitive market because workers and individual 
employers make investments in their relationships with one another. These 
investments may have a variety of sources: firm-specific skills that are 
worth more to a worker's current employer than to other employers 
(Becker 1975) or employer attempts to reduce hiring costs or raise work 
effort through the payment of "efficiency wages" in excess of the market 
wage (Shapiro and Stiglitz 1984). Regardless of their sources, these firm
specific investments make a worker more valuable to his or her current 
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employer than to other potential employers and, therefore, make a long
term relationship between the worker and the individual employer mutu
ally beneficial. Because this relationship is vulnerable to opportunism (e.g., 
ex post wage reduction by the employer or work slowdowns by workers) ,  it 
cannot be governed efficiently by the marke• alone but requires some 
means (such as collective bargaining) by which workers and employers can 
agree to limit their opportunism and share the ·  gains from the long-term 
relationship (Wachter and Cohen 1988). 

The single-employer asset-specificity argument for collective bargain
ing at the individual-employer level is congruent with many of the major 
labor law doctrines and industrial-union practices that emerged during the 
post-World War II period. The NLRB's preference for single-employer or 
subemployer bargaining units, unions' preference for organizing such 
units, the absence of either legal compulsion or legal support for union or 
employer efforts to amalgamate units for bargaining purposes, and the 
legal restrictions on secondary pressures all work to confine collective bar
gaining to the single-employer level (Wial 1993, 1994; Rogers 1990), 
which, according to the asset-specificity theory, is precisely where market 
failure occurs. Wage bargaining at this level is justified because the market 
only loosely constrains wages for workers beyond the entry level. For the 
same reason, the market cannot efficiently police working conditions or 
disciplinary procedures by means of compensating wage differentials; 
hence these are all appropriate and important subjects of firm-level bar
gaining. Likewise, because opportunities for economic advancement are 
largely determined by the internal labor market rules of individual employ
ers, these rules are important foci of bargaining. Because the asset-speci
ficity of the employment relationship grows with seniority, unions and 
employers are justified in agreeing to seniority-based layoff rules and sev
erance pay. 

In the asset-specificity theory, as well as in much postwar industrial
union practice, there is no need for collective worker representation in the 
governance of the labor market beyond the confines of the individual 
employer. For example, because allocation of labor beyond the entry level 
occurs largely in firm-specific internal labor markets, there is no need for 
unions to be concerned with job referrals outside the firm. Because pro
duction technologies have large firm-specific components and are, in both 
law and practice, within management's discretion, the provision of training 
is a managerial responsibility; the union's only role in training is to ensure 
equitable access to internal training opportunities. For the same reasons, 
unions have no general responsibility for maintaining product or service 
quality throughout an occupation or industry. 
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From Single-Employer Asset-Specificity to Multiemployer 

Collective Goods 

Recent changes in the structure of American business have created 
cross-cutting pressures on the single-employer model of worker representa
tion. On the one hand, the elimination of layers of middle management and 
the devolution of formerly "managerial" responsibilities to "core" groups of 
nonmanagerial production or service workers have led some observers to 
suggest that the single-employer asset-specificity model is more relevant 
now than ever before. This view is consistent with the recent trend toward 
decentralization of collective bargaining and the increasing salience of work
site- and firm-level productivity issues as subjects of bargaining (Katz 1993). 

At the same time, the long-term employment relationships for which the 
single-employer model is designed appear to be on the decline. The inci
dence of long-term jobholding within individual firms seems to have 
decreased somewhat during the 1980s (Marcotte 1993, Swinnerton and Wial 
1995). The economic returns to seniority within individual firms also appear 
to have fallen (Marcotte 1993). And firms have increased their use of tempo
rary workers, including those supplied by temporary help services (Abraham 
1992). These pieces of evidence suggest that there has been a decline in 
individual employers' willingness or ability to take on the training and labor
allocation responsibilities that the single-employer asset-specificity model 
presumes are theirs. It may be the case that employers continue to take on 
these responsibilities for a small "core" of long-term workers but not for a 
larger "periphery" of short-term workers (Osterman 1988). Alternatively, it 
may be the case that technological or demand instability at the level of the 
individual firm make the jobs even of "core" workers increasingly unstable. 

In addition, the boundaries between firms are less sharp than the sin
gle-employer model assumes. Many activities that were often performed 
within vertically integrated firms, from the provision of food services to the 
manufacture of automotive components, are now performed by specialized 
contractors, but the relationship between contractor and client firm is 
often a close one. At the same time, firms that formerly dealt with one 
another at arm's length have formed cooperative, quasi-integrated "net
work" relationships (Wial 1994) . These relationships may require close 
cooperation between workers who are employed by different firms. Such 
cooperation may be difficult to achieve unless wages, working conditions, 
and performance standards are harmonized across the cooperating firms. 
Network relationships may also give one firm substantial influence over the 
production technologies used by other firms. To the extent that asset-speci
ficity continues to be relevant to the employment relationship, it may be at 
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least as relevant at the level of the production network as at the level of the 
individual firm. 

The foregoing observations suggest that collective worker representa
tion should, in some part, shift from the individual employer to the broader 
labor market. If long-term relationships between workers and individual 
employers are declining in importance, then individual employers will take 
less responsibility for training, labor allocation, ·and the provision of pen
sions and other employee benefits, since they cannot individually appropri
ate the returns from their investments in those activities. If a growing need 
for interfirm cooperation between workers necessitates interfirm harmo
nization of wages, working conditions, or performance standards, then this 
harmonization is unlikely to be achieved by firms acting individually. These 
examples illustrate labor market activities that are "collective production 
inputs" (Streeck 1991) .  Despite their benefits to broad groups of workers 
and employers and to the economy as a whole, they will not be provided 
efficiently by individual worker or employer action because their benefits 
are not individually appropriable. 

Why should collective worker organizations provide these collective 
goods or negotiate with employers about them? In mainstream economic 
theory, collective goods are the responsibility of the government. But gen
eral governments are unlikely to have access to the occupation-, industry-, 
or network-specific practical knowledge that the provision of such collec
tive goods as specialized training or work-performance standards requires. 
Moreover, not all collective production inputs are equally important for all 
groups of workers. Occupation-specific training, for example, may be more 
important for nurse aides than for janitors. Consequently, general govern
ments will be able to provide collective goods only to the extent that those 
goods are common to all or nearly all workers. Organizations that are more 
closely rooted in the structure of production will have to take up where 
general governments leave off. 

Why can employer associations not provide collective goods without 
organized worker input? Historically, U.S. employers have had difficulty in 
cooperating with their rivals to provide collective goods. Employer associa
tions have generally been unable to prevent some of their members from 
free-riding on the collective goods provided by other members. The pres
sure of an outside entity, such as a labor union, has typically been necessary 
in order to induce cooperation and prevent defection.2 In addition, the rel
evant collectivity for a collective production input may not coincide with a 
set of employers. For example, training and labor allocation for some kinds 
of work might be best organized on an occupational basis, and different 
sets of employers may be relevant for different occupations. Finally, worker 
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and employer interests need not coincide, even though both workers and 
employers recognize the value of a particular collective good (such as per
formance standards), so that accommodation of interests through collective 
bargaining is appropriate. 

In practice, the shift from single-employer asset-specificity to multiem
ployer collective goods as the microeconomic foundation of collective 
worker representation involves both continuities and discontinuities. Union 
involvement in the setting of training, labor allocation, and employee bene
fit policies is an important feature of the latter model but not of the 
former.3 In the latter model, unions do not treat the quality of work perfor
mance as an individual employer responsibility but instead develop their 
own performance standards and implement those standards through multi
employer agreements. Collective bargaining over wages remains important 
in both models, although both its rationale and its scope (single- or multi
employer) differ between models. In both models, unions protect the 
employment security of their members, but in the collective-goods model 
this protection occurs more at the level of the occupation, industry, or pro
duction network than at the level of the individual employer. In both mod
els, unions protect their members against arbitrary treatment by employ
ers. In the single-employer asset-specificity model, unions accomplish this 
objective mainly by negotiating procedural constraints on the individual 
employer's treatment of its employees. In the multiemployer collective
goods model, they accomplish the same goal first by developing procedural 
standards of fairness that are to apply to their members and then by negoti
ating with individual employers or multiemployer groups about specific 
means of implementing those standards. 

Some Legal and Practical Problems of the Transition 

The multiemployer collective-goods model requires much more in the 
way of union activity and union-employer interaction than collective bar
gaining. However, it cannot be implemented without multiemployer col
lective bargaining and, as noted above, U.S. labor law creates obstacles to 
such bargaining. Elsewhere (Wial l993, 1994) I have discussed three kinds 
of legal reforms to remove those obstacles. First, legal procedures to certify 
multiemployer worker-management consultation could enable workers and 
employers to develop common labor standards prior to, or even in the 
absence of, collective bargaining. Second, legal procedures for the amalga
mation of units for negotiating purposes would break the current link 
between the unit of worker organization and the unit in which bargaining 
occurs, thereby combining small-scale, flexible forms of organizing with 
larger-scale bargaining. Finally, some means (e.g., secondary economic 
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pressure or juridical extension of collective agreements) by which at least 
some terms of an occupational, industrial, or network-based collective 
agreement could be extended to nonunion workers and employers would 
prevent those workers and employers from "free-riding" on the multiem
ployer collective goods provided by collective bargaining. 

The particular bargaining structures that might be established under 
the multiemployer collective-goods model are difficult to specify in 
advance, particularly in a period of changing occupational and industrial 
structures and shifting patterns of interfirm cooperation and competition. 
Some bargaining structures could be multilayered, with certain subjects 
bargained at the level of the entire multiemployer group and others con
sidered at the subgroup or single-employer level, depending on the scope 
of the collective goods involved.' (It is in this way that worksite productivity 
issues could be accommodated within a broader-based bargaining struc
ture.) A variety of legal options for determining bargaining structure, from 
administrative regulation to voluntarism, might be considered. 

There are practical as well as legal obstacles to the implementation of 
the multiemployer collective-goods model. Unless unions exert substantial 
economic pressure on employers and are able to provide strong enforce
ment mechanisms to prevent free-riding, employers are unlikely to accept 
the role of the union in the new model. Even if the necessary economic 
pressure and enforcement mechanisms exist, union-employer differences 
over substantive labor market policy issues (e.g., the breadth of training) 
are likely to remain. Thus the establishment of multiemployer bargaining 
and labor market regulatory institutions under the new model may require 
a great deal of labor-management conflict even though the model, once 
established, could create a less adversarial industrial relations climate than 
the single-employer asset-specificity model. 

Prior to the Wagner Act, many unions, particularly those with craft or 
occupational jurisdictions, acted in accordance with the multiemployer col
lective-goods model (Cobble 1991) .  Today, however, few unions outside of 
the construction industry are experienced in performing the labor market 
regulatory functions that the collective-goods model envisions. Whether 
contemporary unions are willing and able undertake those functions and to 
engage in the mix of cooperation and conflict with employers that those 
activities require is an open question. 
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Endnotes 

1 The Fact Finding Report of the Dunlop Commission (Commission on the Future 
of Worker-Management Relations 1994), for example shares this assumption. The 
report's chapter on "Employee Participation and Labor-Management Cooperation in 
American Workplaces" discusses those issues only at the level of the individual 
employer. The chapter on 'Worker Representation and Collective Bargaining" treats 
"contingent" work and the construction industry as both descriptive and normative 
exceptions to a general pattern of single-employer representation and devotes fewer 
than six of its forty-one pages to those exceptions. 

2 Bourdon ( 1980) describes the role of unions in inducing competing construction 
firms to participate in apprenticeship programs. 

� This may mean that the union directly provides training and job referral services as 
construction craft unions do. However, unions that have not developed their own exper
tise in these areas may decide to utilize other providers such as temporary help services. 
What is important is that the union, either unilaterally or through a joint union
employer board, sets policy. 

4 Examples of such bargaining structures include the Farm Labor Organizing Com
mittee's system of dealing simultaneously with vegetable growers and food processing 
firms (Daily Labor Report 1989) and Service Employees Local 509's plan for simultane
ous bargaining with the Massachusetts state government and state-funded, private social 
service contractors (Daily Labor Report 1994). 
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Pol icy Responses to the G rowth of 
Unstable Employment Arrangements : 

The French and Canadian Experience 

FRAN<;;OISE CARRE 
University of Massachusetts 

During the 1980s and early 1990s, western industrialized economies 
experienced an erosion in long-term and stable employment and, concur
rently, the steady expansion of irregular employment arrangements. The 
latter include short-term (limited duration, on-call) hires, temporary help 
supply industry employment and independent contractors (self-employed 
persons working for a single corporate client). They also include a share of 
employment in firms that contract to provide services to other firms 
because these service contractors perform tasks previously done within the 
firm and tend to offer unstable employment due to the volatility of their 
activities. Irregular arrangements include part-time employment only to 
the extent that the latter entails no benefit coverage and is involuntary. In 
the United States-where the term "contingent" employment is commonly 
used-researchers have pointed to the growth of temporary and part-time 
jobs \vithin firms and in the temporary help supply industry. 

Irregular arrangements are forms of employment that differ from year
round (often full-time), stable employment with a single employer and 
which entail tasks performed on site under the jurisdiction of the employer. 
This definition of regular employment is specific to the post-World War II 
period in industrialized economies (Piore 1986). Under these arrange
ments, the nature of the institutional attachment between employee and 
employer is sometimes more casual, sometimes entailing an intermediary 
firm, or sometimes simply entailing no access to firm provided benefits. 

For policy analysts in Europe and the U.S . ,  the growth of irregular 
arrangements has raised concerns about employment instability, its concen
tration on some worker groups (women, youths, minorities), the possible 
loss of benefit coverage, and the potential added burden on the public sec
tor of compensating for benefits previously provided under the employment 
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relationships. Policy analysts have also considered the possibility that if 
firms expand their use of irregular arrangements, they may increasingly face 
the problems they initially sought to avoid when they developed internal 
labor markets, namely, the deleterious effects on productivity growth of the 
lack of attachment between worker and firm (Appelbaum and Batt 1994). 

However, particularly for those countries which have experienced slug
gish employment growth, concerns over irregular arrangements have been 
couched in terms of a trade-off between job quality protected by existing 
labor market institutions and job quantity. When considering ways to facili
tate job creation, countries have had to consider which worker protections 
to give up in hopes of alleviating unemployment. (The terms of this trade
off remain hard to quantifY.) 

A recent OECD report ( 1994) recommends that policy changes be 
enacted in such a way that irregular employment (in all its forms) is permit
ted, that protections for regular (long-term) employment be reduced and 
that sectoral bargaining structures be amended so as to increase wage flexi
bility and facilitate job creation. New policies, however, must not act as in
centives to the creation of short-term employment by allowing employers to 
"socialize" the costs of their use of such arrangements-a rather tall order. 

Overall, the concern about job creation reflected in the OECD report 
has overshadowed the exploration of novel solutions to promote job quality 
in the part-time and temporary jobs that have been and are likely to be the 
result of job creation incentive policies (along with regular jobs). Moreover, 
the OECD analysis does not adequately consider the possibility that insti
tutions currently in place may operate to enhance job quality or may be 
used in such a way. 

In this paper I examine examples from France and Canada in which a 
combination of regulatory and contractual policies indeed have affected 
and improved the particular employment conditions of workforces in irreg
ular arrangements that are more at risk of unstable employment and 
unemployment. The two countries have experimented with systems that 
take account of the tenuous employment relationship inherent in most 
irregular arrangements. 

Policy Responses to Short-Term, Temporary, and Part-Time 
Employment in France 

Since the 1970s, France has taken an approach combining regulation 
and contractual policy, that is, the government instigation of sectoral bar
gaining. France has paid significant attention to short-term and temporary 
arrangements because they grew during the 1970s and 1980s and because 
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they differ from the norm of employment. The latter is a long-term con
tract of indeterminate duration. Over time, the package of worker protec
tion and benefits has been constructed around this long-term contract. A 
worker in regular employment is eligible for socially provided benefits; the 
right to organize and bargain; and specific conditions governing firing, dis
charge, and in the 1970s, economic layoffs as well. Prior to regulations, a 
worker being hired for the short term (called CDD, limited duration) or 
employed by a temporary help agency, worked in a legal vacuum and lost 
many of the benefits of the employment relationship. 

Starting in the 1970s, French policy makers feared that irregular 
arrangements contributed to the erosion of internal labor markets. They 
faced a dilemma. Constructing regulation for irregular contracts implied an 
acceptance of their presence in the workplace. Conversely, discouraging 
their use by refusing to give them a distinct status and a place in the legal 
system, left workers in irregular arrangements outside the net of social and 
labor protection. 

Temporary help contracts became subject to regulation first in 1972 
and short-term contracts (CDDs) in 1979. Regulations became more strin
gent in 1982 with the switch to a socialist majority in government. The 
1982 regulations tried to do two things at once: ( 1 )  to restrict the use of 
short-term and temporary contracts to nonpermanent jobs and, concur
rently, (2) to provide guarantees to workers in irregular arrangements 
which were similar to those of permanent workers. In the end, they suc
ceeded partly with the second goal but not with the first. 

What Did Not Work 

From 1982 to 1986, policy tried to regulate the behavior of user firms. 
Regulations spelled out explicitly the economic situations in which short
term and temp contracts could be used. In 1986 and later in 1989, the gov
ernment gave up on this close monitoring of use for both short-term and 
temp contracts. In the environment of virtually stagnant job growth during 
the 1980s, government policy came to reflect the view that removing barri
ers to the use of irregular arrangements would facilitate job creation and 
that an irregular job was better than no job at all. 

What Remains in Place 

First, the regulations mandated parity of wages and benefits between 
workers in irregular arrangements and those in regular employment in sim
ilar positions. Laws, collective bargaining agreements, and practices, which 
apply to regular workers and concern compensation and socially provided 
benefits, apply to workers on short-term and temp contracts. Second, the 
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operations of temp supply companies are regulated more closely than those 
of other firms. Since 1972, temp supply companies must purchase a form 
of insurance which guarantees payment of back wages and social benefits 
to workers in case of bankruptcy. The ministry of labor also keeps an 
updated list of dangerous activities where temp assignments are illegal. 
The temp industry has become more concentrated over time; marginal 
temp supply companies have been weeded out by the inability to sustain 
higher costs or by penalties. 1 

An indirect impact of these policies, which have raised the cost of temp 
contracts relative to short term contracts, is that leading temp services for 
clerical employment have sought to compete on service quality. During the 
1980s they developed market strategies that took advantage of the rapid 
introduction of microcomputers and of the slack labor market. They have 
gained an expertise in recruiting, screening, training, and placing clerical 
workers with a range of microcomputer skills. Temp services have devel
oped short-term training programs well suited to the changing and varied 
software of microcomputers (Carre 1993). 

As an alternative to sustained regulation of the industry, the govern
ment initiated a round of sectoral bargaining as early as 1982; the first 
national agreement was signed in 1985. It was extended to the entire sec
tor's workforce by the ministry of labor, a process that does not require 
union membership for the workers covered. Over time, agreements have 
been renewed and their contents expanded. The two temp industry 
employer federations and the major union federations have participated. 

Essentially, these agreements have established a number of industry
wide structures. First, the portability of seniority takes place not only 
across temp assignment but across temp supply services; this reflects the 
great fluidity of employment for this workforce. Second, agreements have 
laid foundations for the creation of peer representation social insurance 
structures in the industry to administer benefits such as worker compensa
tion or sick pay or supplementary retirement benefits. Third, worker access 
to some job-related benefits is maintained beyond the duration of their 
assignment with the user firm. Finally, over time, peer representation 
structures have handled matters such as access to consumer credit or coor
dination of industrial medicine services with user firms in cases of high-risk 
assignments. According to both employer and union representatives, sec
toral bargaining has facilitated the handling of a number of problems that 
are specific to the nature of this industry, such as scattered work sites and a 
remaining large number of small operators. A representative from one of 
the employer federations argued that this approach could serve as a model 
for sectoral bargaining in other sectors involving services to firms. 
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Improving Conditions of Employment in Low-Wage Service 
Sector Jobs: The Example of Cleaning Contractors in France 

The fast growth of low-wage service employment and the changing 
nature of these activities has spurred policies aimed at improving employ
ment conditions for the workforces involved. Cleaning and maintenance 
services were the largest employer among market services in 1992. User 
firms contract out for cleaning of office space but increasingly for the 
cleaning and maintenance of industrial facilities and public utility plants 
such as nuclear plants. 

This industry has a bipolar structure, 40 firms out of 9000 capture two
thirds of industry receipts. A few large firms with over 1000 workers have 
developed specialized cleaning activities, use more mechanized equip
ment, and conduct some worker training. In 1990, 63% of workers are 
women and 57% of employees work part time (under 32 hours). 

Government policy toward employment conditions in this sector has 
taken primarily the form of initiating sectoral bargaining and providing 
consulting services on work organization. The current collective bargaining 
agreement sets the wage level for the lowest job category in which 80% of 
workers find themselves near but slightly above the minimum wage level. 
The central item for successive rounds of collective bargaining starting in 
1981 has been the handling of the workforce when a cleaning contract 
changes hands at a worksite; the responsibilities of the successor contrac
tors have evolved over time. This is a significant issue because the typical 
cleaning contract runs six months to a year. The successive bargaining 
agreements in 1986 and 1990 have dealt with these procedures. In the 
1990 agreement, 100% of workers who meet stringent criteria are rehired 
if they have spent 30% of their worktime at the site in question for six 
months prior to the change. Seniority does not enter into the rehire deci
sion. Though these may seem like generous conditions, numerous workers 
do not meet the 30% requirement because they work at several sites. 

The government has also intervened in the sector through the provision 
of consulting services from a national agency (ANACT) whose mandate is 
to promote changes in work organization that improve employment condi
tions and increase productive efficiency. The agency is often called in by 
employers, small cleaning contractors; conflicts between management and 
workers arise when a contractor wins a contract by underbidding competi
tors and needs to intensify work to break even or make a profit. ANACT 
staff provide information to be used in a mediation of the conflict. They 
suggest ways to reorganize work and make it less onerous to the workforce. 

As of 1993, sectoral collective bargaining, along with government en
forcement of employment standards, yielded some, if limited, improvements 
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in stability of employment for workforces of cleaning contractors. Improve
ments were achieved because the sectoral agreement generated ground 
rules for handling workforce flux in an industry where instability of mar
kets/contracts is the norm. For example, in the absence of universal rules, 
one can imagine a subsector competing on its ability to lay off workers at the 
end of each cleaning contract. Sectoral bargaining eliminated the need to 
reach agreement on an employer-by-employer basis and skirted the difficul
ties of bargaining unit definition in a sector with ever-changing worksites, 
employers, and contractual relationships. 

The Experience of the Quebec Provincial Industrial Relations 
System with I mproving Employment Conditions for Workers in 
Small Worksites 

Some features of Canadian provincial industrial relations systems have 
facilitated multiemployer bargaining structures (sectoral bargaining) as a 
way to provide a uniform "floor" of wage and working conditions in sectors 
with small worksites where employment is likely to be unstable and for low 
pay. This section looks at the Quebec juridical extension system which is 60 
years old. The system provides an interesting case because it sets a prece
dent in North America-a country with enterprise-based bargaining-for 
sectoral bargaining and the standardization of employment conditions 
within selected sectors. 

The decree system allows the extension by the ministry of labor of the 
basic terms of collective bargaining agreements to employees in nonunion 
firms in a geographic area (metropolitan area or entire province) .  This sys
tem applies in sectors where there is great risk of firms vying to reduce 
wages and benefits in order to gain a competitive edge, initially in light 
manufacturing and increasingly in service sectors. Workers to whom the bar
gaining agreement is extended do not automatically become union members. 

When first instituted, this juridical extension system was seen as a way to 
bring negotiated standards to workforces in firms where bargaining is non
existent or ineffective. It also aimed to protect the employer(s) who took part 
in the initial agreement from competition from non unionized employers. 

In 1992 workers employed under the decree system amounted to about 
5.5% of total Quebec employment. In 1990 about 12% of hourly workers 
were estimated to be covered by agreements under the decree system. Sec
tors where decree extension has taken place include some personal services, 
services to firms, garment, and other small unit manufacturing activities. 

Elements of an agreement that can be extended are wages, hours, job 
classifications, paid holidays, and a few social benefits. Extended agreements 
do not contain provisions regarding seniority rights, promotions , transfers, 
layoffs, maternity leave, sick leave, or grievance procedure. 
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The system, as it has evolved, fosters voluntary multiemployment bar
gaining in the following way. In the first stage, unionized firms negotiate 
their agreement under the standard labor code. A second stage of volun
tary negotiation follows among employers and unions interested in filing a 
petition for extension; they determine the contents and geographic extent 
of the "agreement" (Bernier 1993.) Over the years, the practice has devel
oped of making these initial agreements "conditional" upon later approval 
of extension by the ministry of labor and verification of the clauses to be 
extended. The Quebec system has the peculiarity of using peer committees 
formed with representatives of the parties to the initial agreement to over
see compliance with the terms of the agreement. 

By 1959, 20% of nonagricultural employment was under decree; this 
share declined to 5.5% of employment in 1992. A provincial law on labor 
standards, which passed in 1979 and sets minimum wage levels in many sec
tors, has rendered extension decrees somewhat redundant in some sectors. 

The decree system appears to have standardized wage levels in sectors 
concerned, and in spite of calls for its abolition, the provincial government 
recently chose to maintain it, but with significant amendments. Its broad 
impact on wage structures within sectors is as follows: (1 )  wage and salary 
levels dictated by decree are usually outpaced by effective wages in sectors 
subject to decrees; (2) wages prescribed by decrees seem to protect pri
marily the lowest paid workers; (3) wages paid under the decree system are 
rarely higher than those paid in Ontario, the border province, for compara
ble industrial sectors. Also, a number of peer committees have created mu
tual insurance benefits such as pensions that are portable across employers 
within each decree sector-a valuable benefit in a country with employer
based pensions. 

Conclusions 

Taken together, these examples from France and Canada lead to the 
following broad policy lessons. First, a "floor" of wages, benefits, and 
employment conditions may be achieved in any number of ways: direct 
government regulation of employment conditions (e.g., mandated bene
fits), contractual policy at the instigation of the national government or 
juridical extension of terms of existing collective bargaining agreements or 
through a combination of these approaches. 

Second, policy approaches build on existing practices in each country. 
For example, the approach to temp employment in France builds on the 
tradition of government-initiated sectoral bargaining, even if it tackled 
unusual topics for bargaining. 
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Third, portability of benefits and seniority, access to sector-level train
ing institutions, and other means to facilitate worker movement across 
firms and to reduce the costs attached to such movement can also be 
achieved in a number of ways: national sectoral bargaining, juridical exten
sion, employer partaking in mutual structures or government mandates. 

Fourth, policies that shift the relative costs of respective irregular 
arrangements do affect firm behavior. The example of French clerical 
temp employment illustrates that the shift in relative cost of temp workers 
not only affected decision terms for user firms but also propelled large 
temp supply companies into innovative practices that entailed "training," 
the enhancement of human capital of the workforce which they send on 
temp assignments. 

Fifth, policy approaches that seem more useful are those that attempt 
to construct "equivalent" benefits or protection for workers in irregular 
arrangements, rather than ones that replicate those for regular workers. In 
the French temp help industry, industrywide structures address the array 
of conditions specific to temp employment, from instability, to seniority 
portability, to access to training and consumer credit. 
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Endnote 

1 Temps and workers on CDDs cannot be hired in strike situations. 
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Issues in  Analyzing Nonnormal Distributions: 
The Case of Absenteeism 

CHOCKALINGAM VISWESVARAN 
Florida International University 

SUJATHA C. KRISHNASWAMY 
Frank Maggot Associates 

STEVEN L. POPEJOY 
Central Missouri State University 

MEGAN MOWREY 
University of Iowa 

Nonnormal distributions are encountered in organizational research on 
absenteeism, accidents, strikes, and grievances. Multivariate normality is 
assumed if residuals and individual variables are normally distributed. Non
normality may result in heterogeneity of error variance. Problems in statisti
cal analyses of nonnormal data are discussed, and some options available to 
researchers are outlined. Also emphasized is the need to consider the theo
retical definition of the construct in choosing data analytic strategies. 

Worker Attitudes toward Employer and U nion:  
The I mpact of Voluntary/I nvoluntary Part-time 

Employment Status 

JUDITH W. TANSKY AND DANIEL G. GALLAGHER 
James Madison University 

A Canadian study examined the differences between workers employed 
on voluntary and involuntary part-time schedules. Voluntary/involuntary work 
status was a significant predictor of extrinsic job satisfaction but was not 
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significantly correlated with organizational commitment, intrinsic job satisfac
tion, or union-related attitudes. Voluntary part-timers with longer tenure had 
significantly more positive attitudes toward their employer and were more 
satisfied with their union's performance on extrinsic issues than were volun
tary part-timers with less tenure. There was no significant relationship 
between tenure and both attitudes toward employer and union among invol
untary part-timers. Reasons for working part-time were also examined. 

Gender Wage Differentials, D iscrimination,  and 
Work Effort across Method of Pay 

PAUL CHEN 
Australian National University 

PER-ANDERS EDIN 
Uppsala University 

We investigate gender wage differentials by method of pay among pro
duction workers in the Swedish machinery industry. We find reasonably 
small wage differentials which are largely unexplained and may be due to 
wage discrimination against women. We expected but did not find less evi
dence of potential discrimination under piece rates or incentive pay than 
under time wages. Instead, marginally larger unexplained wage differen
tials are found under piece rates. We argue that this result may be due to 
work effort differences across gender and provide a range of estimates of 
these effort differences. 

Redefining Japan's Lifetime Employment: 
Aging Workers in a Changed Economy 

JAY S. SIEGEL 
Harvard University 

The Japanese principle of lifetime employment has undergone a redefi
nition process in recent years which has substantially reduced employer 
obligations to the rapidly aging workforce. 

Corporate policy is divided in its support of the principle with personnel 
practices at many firms producing a "hollowed-out" effect. Public policy urges 
continued maintenance of the principle within the business community. 

The reality is, however, that the shape of the employment system, 
including the lifetime employment principle, will continue to depend more 
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upon the state of the economy and the labor market than either corporate 
or public policy. 

Strategic H uman Resource Management 
Orientation:  Development of a Measure 

and an Examination of Its Correlates 

PAUL M. SWIERCZ 
George Washington University 

LINDA FLYNN AND PATRICIA LYNCH 
Georgia State University 

\Videning use of the term "strategic human resource management" 
reflects growing recognition of the interdependence among business strat
egy, human resource strategy, and organization performance. Despite this 
recognition, research progress has been hindered by the absence of a gen
erally agreed upon typology for the classification of functional strategic 
human resource management orientation (SHRMO). Using data drawn 
from a survey of 242 personnel and line managers, this research examines 
the properties of a 24-item instrument designed to classify firms on the 
basis of their generic SHRM orientation. According to the proposed 
model, firms can be classified as pursuing either an inducement, invest
ment, or involvement HRM strategy. 

Factors Affecting Workforce Reduction of 
Bargain ing Un it Employees: Evidence 
from a Regional and National Su rvey 

TERRY H. WAGAR 
St. Mary's University 

KENT F. MURRMANN 
Virginia Tech 

DANE M. PARTRIDGE 
University of Southern Indiana 

This study examines the determinants of permanent workforce reduc
tion policies at the bargaining unit level through two surveys of senior labor 
relations or human resources managers. The results of the study, based on 
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the responses of managers representing 228 firms, indicate that the extent 
of bargaining unit reductions was negatively related to the percentage of 
the workforce unionized, the presence of a major change in union direc
tion, and the existence of a cooperative relationship with the union. Union 
concessions regarding seniority policies were associated with a more severe 
approach to workforce reduction, while the presence of strike activity, 
union concessions on job assignment policies, and union concessions on 
wages had no relationship with workforce reduction. 

The Foodworkers' Strike of 1 993: A Case Study 

KAREN E. BOROFF AND WILLIAM J. TOTH 
Seton Hall University 

The largest work stoppage in 1993 involved four major retail food stores 
in northern New Jersey and the United Food and Commercial Workers 
Union (UFCW). The labor dispute involved a myriad of issues, ranging from 
claims of union busting to union recalcitrance. This case raises issues at the 
forefront of the debate about the balance of rights between management 
and workers. These questions are suitable for discussion in a variety of disci
plines, ranging from introductory or advanced courses in industrial relations 
and labor law to general management courses investigating the interrelation
ships between businesses and their respective stakeholders. 

Paradigm of Successfu l TQM Train ing 
Leading to Successful TQM I m plementation 

HELEN LAVAN AND JoDI SUITOR 
DePaul University 

MARSHA KATZ 
Governors State University 

This research investigated the factors related to the success or failure of 
training programs designed to implement TQM. A pilot survey was mailed 
to Fortune 500 companies that probed organizational policies and practices 
concerning TQM.  The preliminary findings included moderate involve
ment of H R in TQM programs, heavy use of outside consultants, and top 
management support. The companies saw a reduction in errors, defects, 
and waste; improved cycle time; continuous improvement in the use of 
resources; and increased employee involvement. Moreover, 50% of the 
companies found TQM highly successful overall. 
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Human Resource Practices in U.S.  
and Canadian Un ions 

PAUL F. CLARK 
Penn State University 

NORMAN SOLOMON 
University of Windsor 

LOIS S. GRAY 
Cornell University 

Professional union staff have come to play an increasingly important 
role in North American unions. The effectiveness of this critical resource 
will, in part, be a function of the relationship between unions as employers 
and staff members as employees. This study gathered data concerning the 
human resource policies and practices employed by unions in the United 
States and Canada in regard to their professional staff. The data suggest 
that human resource policies are the exception, not the rule, in the unions 
of both countries and that such policies are more prevalent in larger unions 
than in smaller ones. 

Differences i n  Decision Making between 
Experienced Judges and Inexperienced Judges in  

D ispute Resolution :  The Case of Final Offer 
I nterest Arbitration 

GYu-CHANG Yu 
University of Wisconsin-Madison 

GREGORY G. DELLOMO 
Saint Joseph's University 

The present study examined the difference between experienced arbi
trators and graduate students in making judgments of final offer arbitration 
cases. The purpose of this comparison was to enhance our understanding 
of the decision-making behaviors of arbitrators by further investigating pre
vious findings. The main focus of the study was on tvm issues: comparabil
ity and individual differences. The results suggested a reconsideration of 
previous interpretations. First, there appeared to be no individual differ
ences among experienced arbitrators, while their counterparts consistently 
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showed individual differences. Second, inexperienced arbitrators placed 
more on the comparability standards in arbitral decisions than experienced 
arbitrators. In conclusion, this study raised questions on the validity of pre
vious research in arbitral decision-making processes. 

The Role of Comparable I nformation 
in U nionization 

ROLAND ZULLO 
University of Wisconsin-Madison 

A comparison of public sector union density changes among five mid
western states during the 1982-1987 period reveals that unions which have 
the right to compulsory interest arbitration or strike at impasse have expe
rienced faster growth rates. Further, interest arbitration demonstrates a 
larger positive impact on union growth than the right to strike. The author 
argues that the collective bargaining environment under interest arbitra
tion is more conducive to union growth. In particular, this analysis is con
sistent with the proposition that higher levels of comparable wage data 
become a valuable tool for union organizing efforts. 

The I nternational Decentral ization of Collective 
Bargaining:  Convergence or Divergence? 

PHILIP K. WAY 
University of Cincinnati 

This paper considers whether the relatively widespread international 
decentralization of bargaining indicates that convergence has been occur
ring. First, a framework is developed that distinguishes variations in the out
comes and patterns of decentralization. Second, it is used to contrast the out
comes and patterns of decentralization in the U.S., the U.K., and Australia 
over the past fifteen years; the common direction of change in bargaining 
levels has not caused a convergence in bargaining levels nor in the patterns 
of decentralization. Third, the implication is that explanations must identify 
common causes and factors that vary between countries and over time. 
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U nion Climate and U nion Activity: 
Testi ng a Conceptual Model 

ROBERT C. HOELL 
Virginia Polytechnic Institute and State University 

Many factors are involved in the assessment of "union climate." This 
concept is often used by firms considering different geographical areas for 
new facilities and is part of their location analysis. There are a variety of 
macro-level variables included in the analysis of union climate. Some of the 
variables presently in use have already been analy-L:ed by researchers in the 
industrial relations field for their explanatory and predictive abilities relat
ing to unionization. At issue is the overlap in the two bodies of literature, 
which raises questions concerning the relationship of union climate and the 
process of unionization: What is union climate? How may it best be concep
tualized? and What is its relationship with union activities such as unioniza
tion? These possible associations are examined, and the relationship is mod
eled in a variety of different ways. 

You're Leaving? The Price and Mueller Turnover 
Model Statistical ly Revisited 

CHRISTINE QUINN TRANK AND MEGAN MOWREY 
University of Iowa 

A meta-analysis was conducted on the results of studies that tested com
ponents of the Price and Mueller model of turnover. The Price and Mueller 
turnover model is unique in that it specifies exogenous and endogenous 
variables that precede affective and cognitive antecedents of turnover. In 
identifying structural variables critical to the turnover process, the model 
offers practitioners a means to affect turnover through structural and policy 
interventions. While a number of the corrected correlations were quite 
large, a considerable amount of variability among studies remained unac
counted for by artifacts. This, along with often very wide credibility inter
vals, indicates moderators exist. 
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Employee Satisfaction with Employee 
Assistance Programs 

JACK L. HOWARD 
Western Illinois University 

HUEI LEE 
Lamar University 

HELEN C. WILLIAMS 
Conns Appliances 
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The present study examines participants' perceptions of EAP services. 
Both EAP utilization and perceptions of EAP services are examined. Partic
ipants sought help for a variety of problems and viewed EAP counseling as 
positive in nature. Future directions of research are discussed. 

Gender Differences i n  Employer-supported 
Training and Education 

TIMOTHY J. KEAVENY AND EDWARD J. lNDERRIEDEN 
Marquette University 

The bivariate analyses suggest that women receive less of the following 
types of employer-sponsored training and education: support in some form 
for MBA studies, tuition reimbursement for MBA studies, months of em
ployer training, and perceived supportive work environment. Women re
ported fewer months of employment after college graduation, fewer hours 
worked per week, and employment by smaller organizations. The regression 
analyses reveal that significant relationships between gender and these 
forms of employer training and development are eliminated when one con
trols for the nature of the labor market experience. The variable accounting 
for most variation in most forms of employer-sponsored education and 
training appears to be organization size. 
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How U.S. Chemical Industries Are 
Addressing the Skil l  Shortage 

ALAIN BERNARD 
ESSEC, France 

DOMINIQUE BESSON AND SLIMANE HADDADJ 
University of Lille, France 

The chemical industry is emerging from its recession by a painful 
restructuring. The skills that firms need are changing, making them acquire 
skills where flexibility and responsibility are required. A multiple correspon
dence analysis based on a data set from the 1991 National Association of 
Manufacturers' survey has been made, showing that firms in this industry 
do not use the same approach in order to solve the skill shortage. They use 
actions ranging from reorganization of the internal skill to kinds of "passive 
actions."  The discussion of the results show the firm-level strategic and 
national economic implications of these different actions. 
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Trends in  Pension Plan Types: A Model and 
Discussion of Human Resou rce 

and Capital Market Issues 

BONNIE R. RABIN AND ROBERT J. RYAN 
Ithaca College 

Data on private pensions indicate several trends, of which the most note
worthy is a trend away from defined benefit toward defined contribution 
plans. This paper discusses some of the reasons behind the shift to defined 
contribution plans. Moreover, since evidence suggests that asset allocation 
decisions tend to differ significantly between company sponsors of defined 
benefit plans and plan participants under defined contribution plans, several 
management issues for the future emerge. This paper explores these issues 
through a single employer model of asset allocation. Some suggestions for 
managing pension plans and retirement in the future are provided. 

Benefit Satisfaction with in  a Managed 
Care F lexible Environment 

BONNIE R. RABIN 
Ithaca College 

Following implementation of flexible or managed-flex benefit pro
grams, organizations routinely aim to assess the success of their new pro
gram, including an evaluation of levels of employee benefit satisfaction. 
This case study aims to provide additional empirical evidence in support of 
a multidimensional measure of benefits satisfaction. Under the managed
flex program, the added "choice" which a typical flexible benefit program 
offers relative to a more traditional benefits program is reduced. The 
impact that this reduction in "choice" has on levels of benefit satisfaction is 
explored using data collected at an organization where the benefits plan 
has evolved through three unique phases over the last five years. 
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An Empi rical Study of Strategic Typology, 
Compensation System Characteristics, and 

F irm Performance in South Korean F irms 

MICHAEL BYUNGNAM LEE 
Georgia State University and The Lucky-Goldstar Group, Korea 

B. WAYNE ROCKMORE 
East Tennessee State University 

VIDA ScARPELLO 
Georgia State University 

This study examines the relationship between strategic typology and 
compensation system characteristics and its impact on firm performance by 
using a sample of 100 Korean companies. In terms of per employee value 
added and sales growth rate, the contingency table analysis results show 
that firms that have "fit" between strategy and compensation enjoyed 
greater performance. This result was stronger for firms that adopted 
"dynamic growth strategy" compared with "rationalization/maintenance 
strategy." An ANOVA result shows that while two strategic types and two 
different compensation systems ("innovative" or "traditional") sufficiently 
explain firm performance variations, the interaction effect between the 
strategy and compensation was not confirmed. 

Postal Service Change: Evaluation of a 
Longitudinal F ield Experiment 

JAMES E. MARTIN, JOHN E. THOMAS, AND JOHN CHRISTOPHER 
Wayne State University 

ARTHUR M.  LUBY 
O'Donnell, Schwartz and Anderson, PC. 

MICHAEL MORRIS AND JON NUMAIR 
American Postal Workers Union 

The 1990 American Postal Workers Union Postal Service contract 
established a trial for "crew chiefs," bargaining unit employees given re
sponsibility for the oversight of other employees. To help evaluate the trials 
for the union, we surveyed mail processors on 30 different attitudes, both 
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before and after the establishment of crew chief positions, in trial and con
trol sites. Then after applying the Wilcoxon signed-rank test to the changes 
in those 30 attitudes, we determined that the establishment of crew chief 
positions was related to improved employee attitudes because the change 
in mail processor attitudes in the trial sites was significantly more favorable 
(p < .01) than in the control sites. 

I nvestment i n  H uman Capital ,  Racial ,  and 
Gender Disparities in JTPA 

CAROLYN BALL 

University of Maine 

This article compares two evaluation techniques to measure the success 
of the Job Training Partnership Act (JTPA). The General Accounting Office 
(GAO) evaluated JTPA using the Equal Employment Opportunity Commis
sion 80 percent rule. This technique measures the presence of discrimina
tion in the provision of training. JTPA's self-evaluation uses regression mod
els. This technique measures the ability of service providers to place and 
obtain wages for individuals controlling for differences in the participant 
population and the economy of the state. Using data from Indiana, this arti
cle finds that these two methods emphasize different missions and evaluate 
success differently and would lead to different policy choices. 

Change in  Public Sector Labor Contracts: 
A 20-Year Retrospective 

CAROLYN BALL 

University of Maine 

In 1973 Illinois state employees gained the right to bargain collectively 
through an executive order. This was followed ten years later by a state law 
signed Sept. 23, 1983. This article examines trends in Illinois state worker 
contracts negotiated by AFSCME from 1975 to the present, with special 
attention to labor management cooperation. Findings indicate that by the 
time of the second contract, AFSCME had established the basic articles. 
The contracts show a long, continuous cooperative relationship in establish
ing labor management committees. In 1994 AFSCME proposed and ob
tained an article to adopt TQM practices through the establishment of Pub
lic Service Quality Involvement Committees for agencies of 1 ,000 or more 
employees. 
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Employee I nvolvement and Organizational 
Effectiveness in  Public School Districts 

STEVEN C. CURRALL 
Rice University 

GERARD L. BRANDON 
Pennsylvania State Education Association 

VENKAT R. KRISHNAN 
Temple University 

This study tested the hypothesis that employee involvement is associ
ated with increased organizational effectiveness in public school districts. 
Based on a sample of 501 public school districts in Pennsylvania, we used 
archival data on school effectiveness and survey data on the extent of 
teacher involvement in school governance. Correlation and regression 
analyses showed that some dimensions of teacher involvement (e.g., in the 
development of organizational policies) enhance school district effective
ness, yet other forms of involvement (e.g., in decision making about student 
discipline and student retention/promotion) decrease school district effec
tiveness. 

Japanese I ndustrial Relations in Transition:  
Breakdown of the Pi l lars? 

DONG-ONE KIM 
University ofWisconsin-Madison 

This paper examines recent developments in Japanese employment 
practices and analyzes their implications. Japanese employment practices 
are defined as an integrated system of rigid structure and flexible applica
tion: while the rigidity of the system leads to employee loyalty and organiza
tional commitment, its flexibility provides the adaptability to environmental 
changes. The current developments that undermine the rigid aspect of the 
system will significantly change the nature of the Japanese model. The 
future of Japanese industrial relations depends on how the new system suc
cessfully provides tools to stimulate employee motivation and commitment 
without the living guarantee principle. 
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Cross-functional Coordination and Human 
Resou rce Systems: Evidence from Airl ines 

JonY HoFFER GnTELL 
Massachusetts Institute ofTechnology 
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This paper argues that there is value to be gained from designing 
human resource systems that support cross-functional coordination in orga
nizations with at least one key process that cuts across functional lines. A 
model is developed from field research at two major airlines-American 
and Southwest. Critical factors for supporting cross-functional coordination 
include a team leader, shared accountability, and conflict resolution prac
tices that span functional boundaries. Secondary factors include flexible 
work rules, an egalitarian organizational culture, training and selection for 
cross-functional teamwork, and shared monetary rewards. These practices 
affect operating outcomes by shaping the cognitive frames of participants. 

The Relationship between Variable Pay Plans 
and Business Unit Characteristics 

DANIEL J. KOYS 
DePaul University 

Six variable pay plans are investigated: cash profit sharing, gain sharing, 
lump-sum bonuses, skill-based pay, individual incentives, and team-based 
incentives. It is proposed that the percentage of employees covered by 
these plans is related to business strategy, TQM orientation, the business 
unit's size, and the business unit's net income. Analysis of surveys from 58 
business units shows that the use of individual incentives is related to busi
ness strategy and TQM orientation; the use of lump-sum bonuses is related 
to organization size, and the use of gain sharing is related to net income. 

Eu ropean I ntegration and the North American 
Free Trade Agreement 

ARNOLD SCHUETZ 
Virginia Polytechnic Institute and State University 

NAFTA is trying to emulate the economic success of the EC without 
having its spirit or structure. In Europe, unions participated in drafting the 
first (ECSC) treaty and participated in its administration. In contrast, 



444 IRRA 47TH ANNUAL PROCEEDINGS 

NAFTA was hatched in secret. Even the Labor Advisory Committee, estab
lished to advise on trade negotiations, received only one day's notice to 
comment on the treaty. NAFTA also suffers from the unfortunate legacy of 
the maquiladora experience. The system abuses labor and environment 
alike. Will NAFTA improve on this? It might, but only with an enforceable 
social charter similar to the Europeans. 

The I nfluence of Safety Statutes on Logging 
Fatal ities: Lessons from the Pacific Northwest 

STEVEN J. HAVLOVIC 
Sirrwn Fraser University 

WILLIAM M. MOORE 
Drake University 

The legislative history of occupational safety and health statutes in the 
Pacific Northwest is reviewed. Hypotheses are developed regarding the 
impact of these safety statutes on reducing logging fatalities in British 
Columbia, Washington, and Oregon. Trend analysis and regression proce
dures are used to test the a priori hypotheses using single and polled time
series samples covering the last five decades. Trend analysis showed that a 
decline in logging fatality rates occurred across all three jurisdictions stud
ied. Although it is difficult to establish conclusive causality for the decline in 
the fatality rates across these jurisdictions, there is evidence suggesting that 
strengthened legislation and improved enforcement of statutes governing 
workplace safety have been contributing factors. 

Empi rical Evidence of the Effects of Employer and 
U nion Strike Tactics 

CYNTHIA L. GRAMM AND JOHN F. SCHNELL 
University of Alabama 

This paper uses data from mail surveys of union and firm representa
tives of bargaining units involved in strikes in progress between 1984-88 to 
investigate the effects of union and employer strike tactics on the survival or 
death of the striking unit. The data are from two randomly selected sam
ples: one selected from the population of major U.S. work stoppages involv
ing 1 ,000 or more workers in progress during the 1984-88 and a second 
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from the population of work stoppages in progress in New York State dur
ing the same period. 

The major result is that the demise of the bargaining unit is significantly 
more likely in strikes in which the firm hired permanent replacements for 
striking workers than in strikes in which the firm did not hire permanent 
replacements. 

The Effects of Union Membership on Mu ltiple 
Work Com mitments among Female Publ ic 

Sector Employees 

GLORIA JoNES JOHNSON AND W RoY JoHNSON 
Iowa State University 

The present study investigated the effects of union membership on 
union, organizational, and dual commitment among 245 clerical employees 
at a midwestern state university represented by a local of the American 
Federation of State, County, and Municipal Employees (AFSCME). Based 
on the similarity hypothesis of the social identity theory, it was hypothesized 
that union membership would be positively related to union and dual com
mitment and negatively related to organizational commitment. The results 
of the regression analyses support the similarity hypothesis, and union 
membership explained a significant amount of variance in union and dual 
commitment, but not organizational commitment. These findings are dis
cussed in the context of applying social psychological approaches to under
stand attitudes toward unionization; industrial conflict; and union, organiza
tional, and dual commitment. 

Reframing the Grievance Procedure as 
I nterest -based Negotiation 

DoNALD s. McPHERSON 
Indiana University of Pennsylvania 

DAVID A. MORAND 
Penn State University of Harrisburg 

The rich ideas that have become standard fare in the interest-based lan
guage of conflict resolution are still largely foreign to the position-based 
language of contract administration. Contemporary grievance processing 
still emulates a legalistic, adversarial model for adjudicating rights disputes. 
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This paper explores some of the problems inherent in maintaining a strictly 
win/lose approach to grievance handling. We explore how grievances might 
be reframed relative to interest-based propositions. We explore the mecha
nisms whereby collaborative grievance resolution procedures may form the 
basis for reinforcing the mutual trust said to be essential for labor/manage
ment cooperation. 



XVIII. AN NUAL REPORTS 

I RRA EXECUTIVE BOARD MEETING 

Apri l  22,  1 994 

Doubletree Hotel-Phi ladelphia, PA 
President Lynn Williams called the meeting to order at 6:20 p.m. Pre

sent were President-Elect Walter J. Gershenfeld, Past President George 
Strauss, and board members: Peter H. Cappelli, Daniel G. Gallagher, Jack 
Golodner, Randolph N .  Hale, Rachel Hendrickson (also Newsletter Edi
tor), Joan Ilivicky, and Ruth Milkman. Also present were: IRRA Adminis
trator Kay B. Hutchison, Editor-in-Chief Paula F. Voos, Chapter Advisory 
Chair James F. Power, and Lynn Case from the National Office. Absent 
were board members: Thomas R. Colosi, Mark C. Endresen, John A. Fos
sum, Marlene K. Heyser, Jay S .  Siegel, Donna Sockell, John R. Stepp, and 
Secretary-Treasurer David Zimmerman. 

Guests at the meeting were: Paul Weinstein, Chair of the Statistics 
Committee; Charles R. Coleman, Philadelphia Chapter; and Maggie 
Jacobsen, Chair of the Constitution Review Committee. 

Report of the Statistics Committee. Paul Weinstein outlines IRRA's his
tory with the Council of Professional Associations on Federal Statistics 
(COPAFS). He reviewed the organization's purpose, a list of major activi
ties in which COPAFS participated in 1993, its current membership �nd 
contributors, and an income and expense statement for 1993. Weinstein 
requested that the IRRA renew its organizational membership in COPAFS 
and that an IRRA board member be appointed to a vacancy on the Statis
tics Committee. Following discussion and questions, Weinstein was ex
cused, and the Board recessed for dinner. 

The meeting reconvened at 7:35 p.m. 
Approval of minutes. Minutes of the January Executive Board Meeting 

in Boston were approved as distributed. 
Report on the liRA lOth World Congress. Kay Hutchison, reporting for 

liRA President Tom Kochan, said a preliminary conference brochure is 
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now available. A steering committee for the World Congress is working 
with Peter Regner (FMCS) on program arrangements. A contract will soon 
be signed with a convention management firm to process registrations. An 
article about the May 31-June 4, 1995 meeting will appear in the May 
Newsletter. Walt Gershenfeld said a section of the meetings would be iden
tified as cosponsored by I RRA for publication purposes. Hutchison 
reported the Labor Law Journal has agreed to publish the 1994 IRRA 
Spring Proceedings but that there is uncertainty about the IRRA/CCH 
arrangement in the future because the journal is for sale. 

Report of the Program Committee. The Board gave a round of applause 
to Walt Gershenfeld and the Philadelphia IRRA Chapter for planning the 
1994 Spring Meeting. Lynn Williams, Program Committee Chair for the 
47th Annual Meeting, reported 11 sessions and 9 workshops are planned 
for the Washington D.C. meetings, January 6-8, 1995. The Washington 
D.C. Chapter will arrange five of the workshops. 

Williams reported that the Program Committee discussed the continu
ing work of the Dunlop Commission and proposes to include an evening 
session on the Commission's work at the January meetings. The session will 
consist of a distinguished panel. Breakout sessions on labor law reform and 
other topics would be held the following day. The committee encourages 
IRRA chapters to hold a fall meeting on the findings of the Dunlop Com
mission. Williams has asked Sheldon Friedman to continue as coordinator 
for chapter input on the commission. 

Report of the Membership and Finance Committee. Administrator 
Hutchison reported that Association income exceeded expenses by approx
imately $27,000 in 1993. She reported 1994 first quarter income and 
expenditures are similar to last year. Most annual organizational members 
have renewed for 1994, and the number of new members joining the Asso
ciation is somewhat behind last year. Hutchison reported that 40% of the 
Orego!l 'Chapter members who joined the national as part of a reduced 
rate promotion in 1993 had renewed at the full rate for 1994. Hutchison 
expects the National Office to reduce costs through increased use of com
puters for copy editing but that postage rates will increase in 1994. It was 
suggested the Finance and Membership Committee consider reduced 
membership dues for chapter members who join the National Association 
or for IRRA members who attend the spring meeting. 

Report of the Chapter Advisory Committee. Chair Jim Power reported 
the CAC met in Boston and discussed the committee's structure, function, 
and purpose. The committee met again in March in Washington and reaf
firmed the purpose of the Chapter Advisory Committee to serve as a link 
betwee

.
n the chapters and the national and to strengthen the relationship 
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between the two groups. The CAC recognized the importance of chapters 
designating a long-term person to serve as contact to the national. The 
committee suggests sponsoring officer or administrative training and tech
nical assistance for chapters in the form of small development grants. 
Power said the CAC plans to meet again in New York City later this year. 

Report of the Spring Meeting Site Committee. The Spring Meeting Site 
Committee recommends that the 1996 Spring Meeting be held in St. 
Louis, MO, under the sponsorship of the Gateway IRRA Chapter. The 
meeting will be an initial step in experimenting with regional meetings. 
The Gateway Chapter has agreed to document plans and arrangements 
and to seek the participation of other regional chapters. In encouraging 
regional meetings, consideration must be given to how profits from such a 
regionaVnational meeting are shared and to ensuring that ongoing regional 
chapter activities are not duplicated or undermined. 

Report of the Editorial Committee. Editor-in-Chief Paula Voos reported 
the committee's recommendation of a volume on public sector employ
ment relations as the topic for the 1996 research volume with Dale Bel
man, Morley Gunderson, and Doug Hyatt as editors. George Strauss sug
gested that one person be designated as the lead editor. The next 
Newsletter will solicit research volume proposals for 1997, the 50th an
niversary of the IRRA, on the following topics identified by the committee: 
the impact of globalization on industrial relations, declining job security, 
employment law, union organizing, the history of collective bargaining and 
employee relations since 1947, and developments in alternative dispute 
resolution. The committee will take under advisement any proposals for a 
commemorative volume in 1997 and report back at the annual meeting. 

Report of the Newsletter Editor. Editor Rachel Hendrickson reported 
two issues of Dialogues were produced in 1993 and another issue would be 
forthcoming with the May Newsletter. She reported some difficulty getting 
materials for publication in a timely fashion and receiving permission to 
reprint. Hendrickson continues to request papers that complement each 
other and promote discussion on a specific topic. The May Dialogues 
includes articles by Ted St. Antoine and Janice Bellace on labor law issues. 

Report of the Constitution Review Committee. Chair Maggie Jacobsen 
reported the committee's recommendation for changes in the bylaws as fol
lows: exclusion of gender-related references, possible change of the Associ
ation name, establishment of the Chapter Advisory Committee Chair as a 
position on the Board, inclusion of human resources and workplace 
employment issues in the stated purpose of the Association, redesignation 
of junior members as student and retired as emeritus, granting of past-pres
ident a vote on the Board, change the term of office to coincide with the 
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annual meeting, and requirement that nominations be sent to the Secre
tary-Treasurer 30 days before the annual meeting. Proposed bylaw changes 
will be submitted to the board in writing for the January meeting in Wash
ington. 

Planning session . President Williams reminded board members the 
day-long planning session would begin at 8:00 a.m., April 23, in the Sonata 
Rooms of the Doubletree Hotel. 

Old business. The Board approved by a show of hands the recommen
dation to contribute $500 to COPAFS for 1994. 

New business. Rachel Hendrickson announced the formation of a 
women's caucus of the IRRA to consider issues of gender equity and diver
sity in programming and selection of officers. An organizational meeting 
was held April 23 and a second meeting will be held at the annual meeting 
in January. 

The Board approved by voice vote President Williams' recommenda
tions for the 1995 Nominating Committee: Clair Brown (Chair), Lisa 
Lynch, Mark Thompson, Dorothy Sue Cobble, Eileen Hoffman, Don 
Wasserman, and Kent Vana. 

The Board directed that correspondence from the Delegation of the 
Commission of the European Community be referred to the National 
Academy of Social Security. 

The meeting adjourned at 9:30 p.m. 

I RRA EXECUTIVE BOARD MEETING 

January 5, 1 995 

Omni  Shoreham Hotel , Washington D.C. 
The meeting was called to order at 8 : 10  p .m .  by President Lynn 

Williams. Present were Past President George Strauss, President-Elect 
Walter Gershenfeld, 1995 President-Elect Hoyt N .  Wheeler, and board 
members: Peter H .  Cappelli, Daniel G. Gallagher, Randolph M .  Hale, 
Rachel Hendrickson (also newsletter Editor), Marlene K. Heyser (also 
Program Committee Co-Vice-Chair), Joan Ilivicky, Ruth Milkman, Jay S. 
Siegel, and John R. Stepp; and incoming Board members: Katharine G. 
Abraham, Janet R. Conti, Bernard E. DeLury, and Morley Gunderson. 
Also present were: IRRA Administrator Kay B. Hutchison, Secretary-Trea
surer David R. Zimmerman, Editor-in-Chief Paula B. Voos, Chapter Advi
sory Chair James F. Power, and Lynn Case from the National Office. 
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Absent were board members: Thomas R. Colosi, Mark C. Endresen, John 
A. Fossum, Jack Golodner, and Donna Sockell. 

Guests at the meeting were Lisa Lynch, Chair of the Nominating Com
mittee; Thomas A. Kochan, liRA President; Bruce Kaufman, Program 
Committee Vice-Chair; F. Donal O'Brien, Finance and Membership Com
mittee Chair; Paul Weinstein, Statistics Committee Chair; Maggie Jacob
sen, Constitution Review Committee Chair; and Steven B. Rynecki, Gen
eral Counsel. 

President Williams welcomed newly elected board members and 
reminded them that since their term had not begun, they were not eligible 
to vote at this meeting. Williams thanked retiring Past President Strauss 
and board members Colosi, Endresen, Hale and Sockell. 

Approval of minutes. Minutes of the April l994 Executive Board Meet
ing in Philadelphia were approved as distributed. 

Report of the Statistics Committee. Chair Paul Weinstein reported 
meeting with newly appointed committee members Peter Cappelli, Michele 
Hoyman and Wayne Vroman. He expressed concern for federal budget 
changes that will affect the availability of statistics and data. COPAFS is 
monitoring these changes and Weinstein will report on them in a future 
issue of IRRA Newsletter. Weinstein asked the Board to reconsider its 
position of not taking stands on policy issues. The Statistics Committee 
encourages the IRRA to hold a session on the international comparison of 
labor statistics at the January 1996 meeting. Vroman and Weinstein have 
agreed to attend COPFAS meetings representing the IRRA. Weinstein 
requested that the Board approve the continued membership of IRRA in 
COPFAS. 

Report of the Nominating Committee. Chair Lisa Lynch announced 
that Francine Blau from Cornell University had been recommended as 
candidate for 1996 President-Elect. Candidates for the Executive Board 
will be listed in the May Newsletter. Because the Nominating Committee 
last year and this year had difficulty selecting names for the management 
category, they recommend local chapters be asked to submit names of 
management candidates to the National Office and the President and Pres
ident-Elect actively recruit visible senior management representatives into 
IRRA membership. The committee recommends candidates be asked to 
submit a statement of vision for the lRRA in addition to their biographic 
information. Upon separate motions and seconds, the report of the Nomi
nating Committee was accepted with respect to the nomination for Presi
dent-Elect and Executive Board candidates. A motion by George Strauss 
to ask the Constitutional Review Committee to review how candidates are 
selected was seconded and passed. 
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Report of the liRA lOth World Congress. liRA President Tom Kochan 
announced the dates of May 31-June 4, 1995, in Washington DC for the 
l iRA lOth World Congress. The Congress will serve as the 1995 IRRA 
Spring Meeting. The planned program will emphasize practitioner involve
ment in both plenary sessions and workshops. Pre-Congress sessions will 
offer tours of worksites and post-Congress sessions will offer opportunities 
to discuss specific research. Reports of the rapporteurs are being translated 
and will be included as the IRRA Spring Proceedings . Kochan reported 
receiving support from FMCS and other IRRA members in the Washing
ton D.C. area. Maggie Jacobsen suggested Kochan write a letter of expla
nation about the meeting to chapters to encourage attendance. 

Report of the Program Committee. Chair Walt Gershenfeld reported 
receiving more than twenty proposals for the annual meeting in San Fran
cisco, January 5-7, 1996. The committee selected ten as symposiums and 
many others were approved as workshops. 

Gershenfeld reported the Gateway Chapter (St. Louis) had chosen 
labor-management cooperation as a general theme for the spring meeting 
to be held in St Louis, May 2-4, 1996. The chapter is working to include 
other regional local chapters in planning the program. 

Report on the IRRA Strategic Planning Meeting. President Williams 
summarized the discussions of the Strategic Planning Meeting, April 23, 
1994, in Philadelphia. Board members, chapter representatives, and others 
met to discuss the challenges and opportunities facing IRRA. Three 
areas-publications, chapters, and meeting tracks-were discussed at 
length. Williams said there was consensus on working to appeal to greater 
numbers of practitioners, being more inclusive to a broader range of disci
plines, providing a balance between the Proceedings and other publica
tions, allowing a vehicle for longer papers to be published, maintaining our 
ties with the ASSA for economic and scheduling reasons, establishing pro
gram tracks around disciplines or interests ,  and developing chapter/ 
national relations. Williams said there was a lack of consensus on the future 
of the spring meeting-whether it should continue its national focus or 
move toward regional spring meetings. The issue of the Association's name 
was discussed, and a straw poll among the session participants found lim
ited preference for Labor and Employment Relations Association (LERA) 
among alternative names for the Association. It was decided that a similar 
straw poll should be conducted among IRRA Chapters. 

Administrator Hutchison reported that a follow-up meeting on pro
gram development and publications was held in July in Chicago attended 
by President-Elect Gershenfeld, 1995 President-Elect Wheeler, Editor-in
Chief Voos, Program co-Vice-Chairs Heyser and Kaufman. The need to 
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improve the quality of the annual Proceedings was discussed, and there was 
consensus that longer papers (up to 25 pages) should be refereed and that 
nonrefereed papers up to 10 pages in length could be submitted for publi
cation. Hutchison said cost was a determining factor in the size of the Pro
ceedings. John Stepp and Randy Hale expressed the need to establish a 
link between the academics, practitioners, and real world problems and to 
publish the results. 

Program Vice-Chair Bruce Kaufman reported on a survey of lapsed aca
demic members from 1992-93 who had not renewed. Of 200 surveys sent, 
41 responses were received. Only 5 expressed dissatisfaction with IRRA. 
Most reasons for nonrenewal were retirement or a change in job or position 
(31% ). Kaufman reported 6 people renewed as a result of the survey. 

The Board discussed the development of academic and practitioner 
tracks or sections for future annual meeting programs. President-Elect 
(1995) Hoyt Wheeler said this would result in a better program solicited 
among members and allow more members to become active between meet
ings. There was consensus on the need to broaden IRRA's membership base 
to be more inclusive and diverse. A motion was made, seconded, and 
approved to allow 1997 Program Chair Wheeler and Co-Vice-Chairs Kauf
man and Heyser and Editor Voos to develop a proposal for several sections 
on an experimental basis. The purpose of sections or tracks is to broaden 
our appeal and bring together members with similar interests; it is not 
intended to segregate the membership. Gershenfeld proposed an amend
ment that tracks must be consistent with the objectives of the organization. 
The amended motion was unanimously approved. A description of the 
changes will be communicated to the membership through the Newsletter. 

Results of the chapter straw poll on the name change. President 
Williams reported that a straw poll conducted among I RRA chapters 
showed no clear preference for an Association name change. Of the chap
ters responding, support was almost equally divided between the current 
name and a new name. Those supporting a change indicated preference 
for "Labor and Employment Relations Association."  Walt Gershenfeld 
indicated that the general membership will be polled for their opinion. 

Report of the Chapter Advisory Committee. Chair Jim Power reported 
the committee met three times during 1994. CAC will submit a written 
report to the Board on its discussions, CAC's functions, and qualifications 
for CAC membership. Power said future CAC members must meet these 
qualifications: be a national IRRA member, be active in a local chapter, 
have held a key position or office in a chapter, be regionally representative 
of chapters, and have access to resources (time, travel) to attend meetings 
and assist other chapters. 
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CAC recommends the reconstructed CAC consist of at least 5 but no 
more than 12 members; members have staggered three-year terms to be 
phased in; and up to 3 other CAC members appointed to achieve geo
graphic distribution. Power said local chapters will make nominations for 
future CAC members and the current CAC will select new members. 
Power said CAC Chairperson will be elected from within the CAC for a 
recommended three-year term on the Board with full voting privileges. 

Power said the future CAC will be an active, working committee that 
assists the growth and development of local chapters; acts as mentor or 
consultant to nearby local chapters, especially struggling chapters; provides 
training for new local chapter officers; fosters networking among local 
chapters and within individual chapters; promotes joint national and local 
IRRA membership; and identifies research topics (such as Dunlop Com
mission) for chapterwide discussion. 

The Board unanimously approved in principle the proposed changes 
recommended by CAC pending written submission at the Board's spring 
meeting. The change allowing the CAC Chair to become a voting member 
of the Executive Board would require an amendment to the bylaws. 

Report of the Constitution Review Committee. Chair Maggie Jacobsen 
reported on the revisions proposed by the committee to date. Because of 
anticipated changes in the Chapter Advisory Committee and possible 
changes in the nominating process, the Board endorsed the report in prin
ciple with the suggestion that additional changes be brought before the 
Board at the spring meeting. 

Report of the Secretary-Treasurer and Administrator. Administrator 
Kay Hutchison reported an anticipated surplus of approximately $20,000 
for the 1994 fiscal year. She said regular membership has declined by 200 
persons per year over the past four years. Student memberships remain 
about the same, and retired memberships have increased. Hutchison said 
first-class and library-rate postage increased significantly on January 1 ,  
1995. She estimates the postage increase will increase mailing costs by 
$6,000. Hutchison said paper costs are also expected to increase signifi
cantly. IRRA publications account for approximately $100,000 in expendi
tures per year, including printing, postage and almost a third of compensa
tion costs. On the basis of increased postage and publication costs and the 
absence of spring meeting revenue in 1995, the 1995 budget reflects an 
anticipated deficit. 

A motion was made, seconded, and approved to authorize the Adminis
trator to pay 1995 COPFAS dues of $500, the same amount paid in 1994. 

Report of the Finance and Membership Committee. Chair Don O'Brien 
reported the committee has adopted the following mission statement: "To 
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review and analyze all financial records and reports and membership re
ports and make recommendations to the Board on changes to strengthen 
the financial situation of the Association and programs to increase mem
bership in the Association." 

The committee reviewed membership statistics and reported that after 
a short leveling off, membership had declined both nationally (a loss of 800 
members since 1990) and in the chapters. The committee proposes the 
development of new, member-driven services or products and an enhanced 
membership program that emphasizes personal contact by Presidents, 
Executive Board members, and others. Specific proposals for new products 
and services will be discussed at the committee's spring meeting. Presi
dent-Elect Gershenfeld has set a personal goal of recruiting new IRRA 
members. Other committee members have volunteered to staff a recruit
ing booth at events of other organizations. 

Based on its review of 1994 financial statements and the 1995 budget, 
the committee recommended individual regular membership dues be in
creased by $4 for 1996 ($52 to $56). The increase is consistent with the by
law requirements. Motion made, seconded, and passed. Chair O'Brien 
moved that the Board adopt a requirement that nonmembers pay a publica
tion fee to appear in IRRA publications. The motion was amended to require 
that the author or at least one coauthor be a member of the Association and 
that the requirement apply only to the Proceedings and not to other publica
tions. Amendment seconded and passed. Motion seconded and passed. 

Report of the Editorial Committee. Editor Paula Voos reported the 
1994 Proceedings was mailed in late December and the research volume 
will be mailed in January. Voos said the 1995 research volume, The Com
parative Political Economy of Industrial Relations, edited by Kirsten 
Wever and Lowell Turner, will contain seven chapters. The 1996 volume, 
Public Sector Employment Relations in a Time of Transition, edited by 
Dale Belman, Morley Gunderson, and Doug Hyatt, is in the initial stages 
of development. The Editorial Committee is currently reviewing proposals 
for the 1997 research volume, the 50th year of IRRA. 

Newsletter Editor Rachel Hendrickson reported difficulty in obtaining 
three related papers from different points of view for publication in the 
Dialogues. Ideas for future topics include the public sector, the Dunlop 
Commission report, social security and benefits. She asked board members 
to help with solicitation of papers. 

New business. Past President George Strauss submitted a written pro
posal asking the Board to appoint a committee to investigate the advan
tages and disadvantages of the IRRA making awards recognizing outstand
ing contributions to the field or IRRA or best papers of the year. Strauss 
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said other organizations such as the Academy of Management and the 
American Economics Association present such awards, and he felt this 
would be good publicity for the Association. Motion made, seconded, and 
approved. President-Elect Gershenfeld will name committee members. 
Board member Jay Siegel recommended IRRA set up a writing competi
tion for students with a monetary award of $500, it be announced in the 
Newsletter, and the paper published in the Proceedings . Siegel asked a 
panel be selected to judge the competition. The Board approved a motion 
to have Siegel chair a committee to investigate this proposal and report 
back to the Board. 

President Williams and President-Elect Gershenfeld recommended 
Janet Conti become Chair of the Chapter Advisory Committee following 
the two-year term of current Chair Jim Power. Motion carried. Motion 
made, seconded, and passed that Rachel Hendrickson continue as 
Newsletter Editor for another three-year term. 

Administrator Hutchison reported the bylaws of the Delaware County 
Labor-Management Association Inc. (Indiana Chapter) to be consistent 
with the national Bylaws and recommended approval as IRRA's sixty-third 
chapter. Motion carried. 

Meeting adjourned at 11 :42 p.m. 

I RRA GENERAL MEM BERSH I P  MEETING 

January 7, 1 995 

Omni Shoreham Hotel ,  Washington D.C. 
President Lynn Williams called the meeting to order at 5:55 p.m. and 

reviewed reports for the agenda. 
Presidenf� Report. Williams reported the Executive Board and others 

met at a full-day strategic planning meeting in Philadelphia on April 23, 
1994. The group reviewed the Association's mission and discussed the chal
lenges and opportunities facing IRRA. The session focused on the diversity 
of needs for academic and practitioner members and the ways in which 
IRRA programs and publications can address those needs. The group dis
cussed ways of reaching out to other disciplines and of being more inclu
sive in programs and membership. The group recommended the develop
ment of program tracks based on areas of interest or discipline as a means 
of broadening the Association base. The consensus was to maintain IRRA 
annual meeting ties to ASSA for financial and organizational reasons. The 
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future direction of the IRRA spring meetings was discussed but there was 
no consensus about whether it should continue as a national meeting or 
move to a regional meeting format. There was concern about maintaining a 
national image within such diverse regional meetings. Williams said the 
national IRRA does not want to interfere with regional chapter meetings 
already in existence. The issue of the Association's name was considered 
with some preference for "Labor and Employment Relations Association" 
(LERA). A straw poll among chapters was uniformly split over changing 
the name. 

Williams reported that a subgroup of the strategic planning meeting 
met during the summer in Chicago. President-Elect Walter Gershenfeld, 
President-Elect-Elect Hoyt Wheeler, Academic Program Vice-Chairs 
Bruce Kaufman and Marlene Heyser, Editor Paula Voos, and Administra
tor Kay Hutchison met to discuss publications and programs. 

Williams reported on the actions taken at the Executive Board meeting 
held January 5. The Board accepted, in principle, the CAC report on com
mittee structure and purpose and the designation of the CAC Chair as a 
voting member of the Executive Board. The Board authorized President
Elect Gershenfeld to appoint a committee to develop a writing award for 
students. 

Report on the liRA lOth World Congress. liRA President Tom Kochan 
reported the May 31-June 4, 1995, meeting in Washington D.C. has been 
designed to encourage participation with academics, policymakers, and 
practitioners. The Congress has been designated as the IRRA 1995 Spring 
Meeting and offers members an opportunity to develop contacts with 
industrial relations professionals from around the world. A local arrange
ments committee has been appointed and the Congress headquarters hotel 
is the Hyatt Regency-Capitol Hill. 

Report of the Editor. Editor Paula Voos reported the 1994 IRRA Re
search Volume Contemporary Collective Bargaining in the Private Sector 
will be mailed to members soon. The 1995 volume is The Comparative 
Political Economy of Industrial Relations, edited by Kirsten Wever and 
Lowell Turner. The 1996 volume will be Public Sector Employment Rela
tions edited by Dale Belman, Morley Gunderson, and Doug Hyatt. Voos 
said the Editorial Committee is reviewing proposals for the 1997 research 
volume. 

Report of the Chapter Advisory Committee (CAC). Chair Jim Power rec
ognized committee members Joan Ilivicky, Maggie Jacobsen, Rachel Hen
drickson, Ed Pereles, Bob Simmelkjaer, Janet Conti, Mark Endresen, and 
Steve Rynecki. He acknowledged their participation in meetings held in 
March and November to discuss the purpose and structure of the committee 
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and the selection of the CAC Chair. In the past CAC members have been 
appointed by the IRRA President; however, CAC proposes that in the future 
5 to 12 members be selected by CAC for three-year terms from nominations 
made by local chapters. It is recommended that CAC members be national 
IRRA members, active as a chapter officer, or have held a key position, and 
have the time and resources to attend meetings. Once the committee is 
reconstituted, up to three additional members may be appointed by the 
committee for one-year terms for the purpose of balance. CAC recommends 
the chair be selected from and by its committee members for a three-year 
term on the Executive Board with voting privileges. Power said these recom
mendations would give chapters a voice on the Executive Board. 

Power said CAC members will serve as mentors and consultants to 
local chapters, maintaining contact and providing technical assistance 
where needed. Chapters will be able to access someone in addition to the 
national office for help with programs, speakers, or membership. CAC will 
serve as a resource for chapter development and training, particularly for 
new chapter officers. Power said the committee will submit a written 
report for final Executive Board approval. He recognized Lynn Case of the 
N ational Office for her work with CAC and the local chapters. He 
announced Board approval of the bylaws of the Indiana Chapter (Munice) 
and welcomed them into affiliation with IRRA. 

Report of the Administrator. Administrator Kay Hutchison reported 
near record ASSA attendance of 8,500 at this meeting. She thanked the 
Washington D.C. Chapter and other contributors for hosting the reception 
held at the AFL-CIO headquarters. Hutchison reported 1994 revenues 
exceeded expenses by $20,000 despite further membership decline by 200, 
for a total loss of 800 over four years. Hutchison reported a 72% postage 
increase in 1995 which will increase book shipping costs by $6,000 annu
ally. She said the increase in postage and printing costs and the continued 
decline in membership will result in an anticipated deficit of $15,000 for 
1995 . The deficit will follow two years of surplus. Hutchison expressed 
concern that the same level of membership benefits cannot be maintained 
with fewer members. 

Reporting for Finance and Membership Chair Don O'Brien, Hutchi
son said the Board approved a dues increase of $4 to $56 for regular mem
bers in 1996. Hutchison reported the Board also approved the commit
tee's recommendation that at least one author of a paper be a member of 
the national IRRA in order to have their paper published in the Proceed
ings. 

Hutchison announced the following future meetings and locations: 



1996 Annual 
1996 Spring 
1997 Annual 
1998 Annual 

1999 Annual 

ANNUAL REPORTS 

January 5-7 
May 31-June 4 
January 3-5 
January 3-5 

January 3-5 

San Francisco 
St Louis/Gateway 
New Orleans 
Chicago (50th anniversary 
of iRRA) 
New York 
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President Williams announced Francine Blau, Cornell University, as 
the nominee for 1996 President-Elect. Williams thanked members for 
their trust in him as President of the Association and said he wanted to 
start a new tradition by allowing the incoming President to comment on 
their presidency at the beginning of his or her term. 

1995 President Walter Gershenfeld said he hopes to make the Associa
tion more member friendly. He encouraged members to be active in the 
Association and to volunteer for committee appointments. Gershenfeld 
expressed concern for the decline in membership and made a personal 
commitment to increase membership. 

There being no questions or comments from the audience, the meeting 
adjourned at 6:45 p.m. 
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A U DITED FI N A N C I A l .  STATEMENTS 
)),�ei'TIJlu·r 31, IHB4 and 19H3 

W,· l.av_,. audited tlu• ac:c..·ornpanying halance sht•t•to; uf the J mlnstrial HPiatiom Ht·s1·arch Association (a nonprofit or�auiza
tiou), as of Dect•mbN 3 1 .  IH�J4 and l�J3. and the related statements of �upport, n•vPnne ami exp,�mlituri'S, <;latc�IIII'Ht� nf 
d 1ang,•s in fuud halanees, a111l. staternents uf changes in financial position, for tlw yl'ars tl 1t�n t�nch�cl. Tlwst• financial o;tah·
nwnh an� the wspousibility ul the Association's naanagl'ment. Our responsibility is to t•xprc•ss an opinion on tl ll'.<;l� flnaucial 
o;tah'nwnts bast�<l on our audit. 

w,� eonduett·d our audit in ac.:conlanc(' with gerwrally at-cl�pkd auditing �tanclards. Thow stand�nh n:quin• that WI' plun 
and p•�rrorru the auclit to obtain reasonaUii� a.'isurancc about wlwtJ1er the financial statcrnent.'i are fnT of rnatt�rial nli.'istah'· 
uwnt. An awlit inchuh·s I'Xamining, on a tl'st basi.'i, ��vidence supporting the amounts ami disclosures in tlw Hnandal !'ltatc·
''wnt'i. An uwlit also inclncles assessing tJ,e accounting princip!l�.'i usecf"aml significant l'.'itlnLates 111ad•� by J I IUilagt'll ll.�nt, ''' 
wdl a.'i ��valuating the ov1�rall financial statl�mcnt presentation. w,� believe that our audit provides a reasonabh• ba'ii!'l for om 
opinion. 

In our opinion, tht� financial statl�•��•�uts rderred to above pn·s••nt fairly, in all material respl'cts. till' financial position of 
till' l 1 11lustrial HPiations Hesear�h Association as or Dect�mber 3 1 ,  HN4 aml i9H3, and the rt>snlts or its operations and tlw 
dmng•·s i11 its financial position for tl1e yl'ars tJ1en ended, in cunrom•ity\\ith gtm••.rally acceptt•d accounting pri••cipl,•.;, 

Stotlar & Stntlar, S.C. 

Ft'brnary 2H, I HB5 

I N DUSTI\IAL HELATIONS HESEAHCII ASSOCIATION 
Ma<lisOII, Wi'iconsi11 

Cnrrellt US.'ids: 
l'dty cash 
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Bala11t:c Sh1�1�ts 
Decmnllf�r 3 1 .  

ASSETS 

S I l l  
1CiH,245 

2 1 ,5.5i 
il,421 

G,(i7H 
22,051 
30 298 

$320,2fil 

$ 30,3 14 
21  fiH4 

.� H,fi211 

$32H HHI 

U,\8/UTIES AND FUND BIII-IlNCE 

$ ifi,202 
40() 

2 1  
�r>.mm 
l4,HHfi 

2,!Ki0 
20,!XKl 

______wj 
$20R,9HI 

$ 40,!KKl 7H �KXI 
$ I IH.�XKl 

Tntal Liabilitil�'i and Funcl llalanc•• 

St�t� buh�Jwutle11t /uulitors' lifqmrt mu/ At:c:rHIIJUIIIIji11t!, Nott:s) 

J!-J�J3 

$ .50 
1 2i,94 1 

21 ,0H.5 
GH,H37 

5,37H 
( (i,3 ((i 

� 
S2!i2,14i 

$ 2H,2!Ki 
IH H3.5 

$ I0,3il 
$2i2 S I H  

$ 2 1 ,(ifl3 I [) 
J (�l . l34 

1.3.21!i 
() 

20.(XXl 

� 
$ 1  i4,044 

.) 40,!XXl 
.SH 474 

$ �JH,4i4 



Revenue 
Revenue from operations 

Membership Clues 
Subscriptions 

�!:e��!��;�et of refunds 
Royalties 
Newsletter advertising 
Mailing bst rental 
Meetings 
ASSA refunds 
Grant income 
Contributi011s 
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Extcnses 
o���ation 
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Contract services 
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Publications 
Proceedings 
Spring l'roceedings 
Research volume 
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Prior years' publications 

Total publications 

Meeting; 
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Meals 
Travel 
Postage & shipping 
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Profit reimbursement 
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Travel 
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Hospitality 
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Total meetings expense 
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Chapter t�xpcnscs 

Eclitorial committee 
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INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wisconsin 

Statements of Support, Revenue and Expenditures 
For the Years Ended Dcccmber JI,  

1994 
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,, 25,730 

$ 1,581 ___ () 
1 ,581 

$ 2,691 
� 
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2,204 
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<:mJIIIJittet• t�xpt�JISes 
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Orfict• and gmu·ral exptmses 

Compuh'r and labt� costs 
Office supplit�s 
Postage and rrei�ht 
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Accounting and auditing 
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Storage 
IJonations 
Dues 
�:l::ra�,i��,','t tt)asi,,g 
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I nh�rest inconw 
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Bushwss taws 
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$ 21 42Ci 

(S(:e huh�pmuhmt Auditors' Heport mul Acconqmuying Noles.) 

I NDUSTRIAL RELATIONS RESEARCII ASSOCIATION 
Madj.mn, Wisconsin 

Statements or Changes in Fund Balance 
For the Years Ended December 3 1 ,  

Unwstril'tt•cl fund balance, beginning balanct� 
Exct�ss revenue 

1994 
$ 58,474 

21 42(; 

UJJn�strich!(l lltnd balance, Cll(ling balance $ 79 HCXJ 

St!C! lndepcmlent Audita�·· Report mul Aa:om1muyir1g Notes. 

I NDUSTHIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wisconsin 

FiJI<lllCial n•sources provided by: 

Operations: 
Net income 
Item not affecting cash and short 

tern1 investnaeJJts: depreciation 
Decrease in prepaid expenses 
Increase in dues paid in advance 
Decrease in im•t•nton' 
Increase in accounts payable 

�:������:; ::: R:t����:U���cit��!ablc 

l ncn·ase in accrued interest 
l ncreast! i11 S11hscriptions collected 

in advance 

Total fuJJcls prO\icled 

Statcnu�nts of (;!Jangcs in Finandal Position 
For the Years Ended December 3 1 ,  

1994 
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0 
() 
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_____!.1m! 
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2,4c;c; 
4,818 
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1 5  
5,CXi4 
( 5!J ) 
( 2.5 )  
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1993 
.I 30,61 2  
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3, 1 82 
1 ,482 

!J,284 
1 , 18!) () 0 0 

25,CXXl 

2 !)54 

$ 70,953 



Uses of funds: 
Decrea.o;c in payable to liRA 
Increase in accounts receivable 
I ncmase in prepaid expenses 
Increase in inventory 
P11rchase of equipment 
Decr('ase in clues paid in advance 
Decrease in deferred grant income 

Total uses of funch 

Increase (decrease) in cash and 
short term investments 

c:asll and slJOrt term investnumts 

Beginning of year 

End of year 

ANNUAL REPORTS 

H,784 
1,301 
5,735 
7 868 1:ws 

14,054 
___ () 
$ 39,850 

$ 43,210 

$218,023 

$2(il 233 

See Ttulepmuhmt Auditors' Retwrt and Accompnnyiug Notes. 

I N DUSTRIAL RELATIONS RESEAHCH ASSOCIATION 
Madison, Wisconsin 

Notes to Financial Statements 

NOTE 1-SUMMAHY 01' SIGNIFICANT ACCOUNTING POLICIES 

$ (i9,714 
1 ,27(i 

0 
0 

7,272 
() 

� 
.� 85,7Ci2 

463 

$( l4,RW ) 

$232,832 

$21 8 023 

The summary of significant ac<:ountin� policies of the Industrial Relations Research Association is pn�sentecl to 
assist in JmderstaJHIIng the Association s financial statements. 

Orgrmi:tilioll 
The Association is a not-for-�roflt organization. Its purpose is to provide publications and st�rvices to its nwr1JbNs 
in the professioual field of industrial relations. 

The Association i.� eKcmpt from income tax under Section 50l(c)(3) of the Internal Revenue Code. llowewr, net 
im.-onw from the sale of membership mailing lists and newsletter advertising is unrelated business income a1HI is 
ta.l(able as such. 

l1Jvest�rumts 
Iuvestrnents include balances held during 1993 and 1994 in the Kemper Government Securities Fund and the 
Kemper Money Market account. Shares in the Government Securities Fund were traded at $9.19 per share at 
December 31, 1993. The Government Fund investment was liquidated on October 17, 1994. 

luvtmton} 
The Association's inventory of clircctories, research mlumcs, proceedings. and prior newsletters is carried at the 
lower of cost or market value. 

Propl�rty. Plaut, and E-:quipnumt 
Property, plant, and equipment are carried at cost. Depreciation is provided using the straight linn method over 
an estimated five- to seven-year useful life. 

Aftm1bersl1ip D1ws-Adtm11ce Subscriptimls CollectNI 
Membership dut;s and subscriptions are assessed on a calendar year basis and are recognizt�d ou an accrual basis. 
Funds received for the upcoming 1995 and 1994 calendar years are renected as deferred incorue on the balance 
sheet. 
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You are Invited to become a member of 

THE INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
The Industrial Relations Research Assoc.;iation (IRRA) was founded in 1947 by 

a group who felt that the growing field of industrial relations required an associa
tion in which professionally minded people from different organizations could 
meet. It was intended to enable all who were professionally interested in industrial 
relations to become better acquainted and to keep up to date with the practices and 
ideas at work in the field. To our knowledge there is no other organization that 
affords the multi-party exchange of ideas we have experienced over the years-a 
unique and invaluable forum. The word uResearch" in our name reflects the con
viction of the founders that the encouragement, reporting, and critical discussion of 
research is essential if our professional fleld is to advance. 

Our membership of 4,500 includes representatives of management, unions, and 
government; practitioners in consulting. arbitration, mediation, and law; and schol
ars and teachers representing many discip lines in colleges and universities in the 
United States and Canada, as well as abroad. Among the disciplines represented in 
the Association are administrative sciences, anthropology, economics, history, law, 
political science. psychology and sociology, as well as industrial relations. Libraries 
and institutions who are interested in the publications of the Association are also 
invited to become members a11d, thereby, subscribers to the publications. Organi
zational memberships in the Association are also available. 

Membership dues cover publications for the calendar year from January 1 through 
December 31 and entitle members to the Proceedings of the Annual Meeting, Proceed
ings of the Spring Meeting. a special research volume, a membership Directory every 
four years, quarterly issues of tl1e Newsletter, and periodic issues of Dialogues. 

Dues for the 1995 calendar year membership are listed below. 

Canadian and foreign payments must be made in U.S. dollars by ca�hier's 
check or international money order-plus $8.00 to cover postage. 

Regular Membership . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 52.00 
Family Membership (at same address, 

no additional publications) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.00 
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Institutional or Library Subscription . . . . . . . . . . . . . . . . . . . . . . .  . 

22.00 
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52.00 

Some members also make adtlitional tax deductible financial 
contributions to the Association. 

If you are not already a member, we invite you to join the IRRA by sending your 
membership application and dues payment. Inquiries regarding membership, 
meetings, and publications should be addressed to the IRRA office. 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION (phone: 608/262-
2762; fax: 608/265-4591) 7226 Social Science Building, University of\•Visconsin
Madison. 1180 Observatory Drive, Madison, WI 53706-1393. 

Sincerely yours, 

!<1�'6·� 
Walter J. Gershenfeld 
lJ{l{A !'resident W�5 
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