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PREFACE 
The 46th Annual Meeting of the Industrial Relations Research Associa

tion was held in Boston, Massachusetts from January 3-5, 1994. Attendees 
and participants were challenged not only by an impressive program but by 
the weather, when a major Nor'wester struck the city during the course of 
the meetings. 

The program included a wide variety of sessions reflecting the diversity 
of members' interests. George Strauss served as Program Chair and was 
instrumental in arranging the first IRRA meeting to hold sessions over 
three full days. In addition to a large number of symposia, competitive, and 
workshop sessions, the program included five public policy workshops to 
address the topics of health care reform, training and education, labor law 
reform, workers' compensation, and union organizing. 

In his Presidential Address, George Strauss urged that industrial rela
tions reclaim its academic jurisdiction by broadening the definition of IR to 
embrace all the related issues affecting employment and the workplace, as 
well as employee representation. Strauss warned, "In the real world, the 
nature of employment relationships is rapidly changing, and in academia, 
related scholarly fields are steadily taking over the study of employment 
relations. Unless academic IR reclaims its original jurisdiction, it is doomed 
to marginality." 

The role of change was apparent in numerous sessions. From "Ethnic
ity in the \Vorkplace" to "Industrial Transformation and Labor Relations in 
Asia" and "Strategic Planning and Change in Unions," attendees consid
ered the changing environment of industrial relations. Other sessions were 
devoted to "Wage Determination in the U.S. ,  Japan, and Germany" and 
"Interfirm Contracting and Labor Relations in U.S. Manufacturing." The 
program also included a session by sociologists on the relevance of 1930s 
industrial unionism to modern IR. 

One of the many highlights of the 46th Annual Meeting was a special 
meeting of members of the Commission of the Future of Worker-Manage
ment Relations and representatives of nine IRRA chapters. The Commis
sion, chaired by former IRRA President John T. Dunlop, was created by 
the Clinton administration to investigate the current state of U.S .  worker
management relations and labor law and to make recommendations for 
change to the secretaries of labor and commerce. IRRA chapters were 
invited to send representatives to report on local chapter discussions of the 

iii 
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issues before the Commission. Despite a late afternoon hour, more than 
350 people attended the session. 

The meeting also featured the regular I RRA offerings of poster ses
sions and competitive papers sessions devoted this year to employee rights 
and public policy, industrial relations, labor economics and labor markets, 
behavioral sciences, and dissertations. The Boston IRRA Chapter arranged 
an "Update on Employment Law" workshop, and the Rhode Island IRRA 
Chapter organized a workshop on the "Changing Environment for Labor 
Relations in New England." Although the public policy and chapter work
shop sessions are not published in the Proceedings of the annual meeting, 
they are a valuable component of the IRRA annual meeting. (The table of 
contents lists the workshop participants. )  

This year's Proceedings i s  the first to b e  edited by Paula B.  Voos for the 
Association. It is also the first to have been completely edited and set in
house on computer disk. Jeanette Zimmerman, I RRA Proceedings copy 
editor, has again done an excellent job of copyediting for style and form. 
The Association has been fortunate to acquire the desktop publishing ser
vices of Mary-Ann Twist. In the future, we anticipate that the computer
ized system will keep publication costs to a minimum and reduce the 
amount of time needed to prepare the Proceedings. 

The IRRA membership is indebted to all those who contributed to a 
very successful 46th Annual Meeting-the national office staff, the Boston 
and Rhode Island I RRA Chapters, and all the meeting participants. 

Kay B. Hutchison 
Administrator and Managing Editor 

Paula B. Voos 
Editor-in-Chief 
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I. PRESIDENTIAL ADDRESS 

Reclaim i ng I ndustrial Relations 
Academic Jurisd iction 

GEORGE STRAUSS 

University of California, Berkeley 

My thesis is simply this: Forty years ago academic industrial relations 
(IR) covered a broad range of employment issues from labor economics to 
human relations. Gradually over the years, IR gave up its original jurisdic
tion. In the eyes of many people today, it involves labor-management rela
tions and little more. Meanwhile, in the real world the nature of employ
ment relationships is rapidly changing, and in academia related scholarly 
fields are steadily taking over the study of employment relations. Unless 
academic IR reclaims its original jurisdiction, it is doomed to marginality. 

A little history may be useful. As an academic field IR dates back to the 
1890s, but it had its Golden Age in the 1940s and 1950s when labor-man
agement relations were viewed as the country's number one domestic 
problem. 

Though at the time most IR academicians viewed themselves as labor 
economists, their interests were broader than those of labor economists 
today. Their concerns included labor history, labor law, industrial sociology, 
personnel, and what was then called human relations. For example, even 
though two of our founders, Charlie Myers and Dale Yoder, were primarily 
labor economists, they wrote leading personnel texts. Other labor econo
mists wrote about labor law (Slichter) or labor history (Commons). In addi
tion to labor economists, the field included a smattering of sociologists, 
psychologists, political scientists, and law school professors. However, disci
pline meant little in those days because IR was concerned with real-world 

Author's Address: Institute of Industrial Relations, University of California, Berkeley, 
Berkeley, CA 94720. 
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problems, not theories. Many IR academicians moonlighted as arbitrators, 
and most prized their contacts with practitioners. 

All this changed over time. Perhaps IR was too successful: as the post
war strike wave receded and labor-management relations stabilized, our 
field faded from the headlines. Bit by bit the original disciplinary amalgam 
fell apart. Labor history began being written by historians, not economists. 
With the main principles of the labor law established, labor law became 
employment law and paid little attention to union-management relations. 
Labor economists discovered human capital theory and increasingly began 
either to ignore unions or to view them as market imperfections to be over
come. Human relations became organizational behavior and boomed, tak
ing away IR's required courses in the business school curriculum and also 
hundreds (if not thousands) of jobs. Personnel also asserted its indepen
dence. It became human resources management (HRM) and boomed as 
well. 

Thus academic industrial relations became increasingly confined to 
union-management relations, and as unions lost members and fewer stu
dents took our courses, it seemed as if IR scholars had bet on a losing 
horse. Anyway, that's roughly Bruce Kaufman's ( 1993) thesis, as described 
in his recent book on the history of our field. This is an important work 
which I heartily recommend. But I disagree with Bruce's more pessimistic 
conclusions. 

In my view, IR has a choice: it can be narrowly focused on employee 
representation, or it can be more broadly concerned with all the related 
issues affecting employment and the workplace. Even narrowly defined as 
union-management relations, academic IR is reviving, but only slightly. 
However, many exciting things happen when it is broadly defined as it was 
in the 1940s. The new IR  is different in all dimensions. There are new 
research questions, new policy issues, new theories, and new research 
techniques. My personal vision of IR includes them all. All provide new 
insights which should be useful for practitioners and society generally. 

Let me list five developments that provide an unsystematic sampling of 
new developments in the more broadly defined field of IR. 

New Policy Issues 

Perhaps most important has been a healthy questioning of the so
called New Deal system, the uniquely North American set of laws and 
institutions that developed during the 1930s and 1940s and which still 
shape our labor relations. These include, for example, exclusive bargaining 
rights, detailed and relatively long-term contracts, a heavy emphasis on 
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seniority, tightly defined job classifications, and a sharp distinction between 
workers and management. 

Except by the extreme right and left, these hallowed institutions were 
not questioned for almost 40 years, certainly not in this Association. In the 
more respectable branches of our field it was almost heresy to suggest we 
didn't have the best IR system in the world. We had visitors from almost 
everywhere to examine how well it worked. But from the point of view of 
the man from Mars and today's visitor from Europe there are serious 
anomalies in our system. A few examples: 

• If 50%+1 of a bargaining unit vote for a union, everyone is repre
sented; otherwise no one is represented. 

• You have a choice between U .S.-style unions or not being repre
sented at all; you can't choose works councils or representation by the 
gay-lesbian alliance. 

• If you are represented, you have some rights; but if you try to exer
cise them through striking, you risk losing your job. 

" If you are unrepresented or are a manager, you have virtually no 
rights, unless of course you are elderly, a woman, a minority member, or 
disabled. 

• Either you are a worker or a supervisor. The line between manage
ment and union is very sharp. It's hard to be something in between. 

• While a contract is in effect, nothing can be changed. At most it can 
be creatively interpreted. Once a contract has expired, almost everything is 
up for grabs, but the final result reflects relative power more than justice 
(though felt injustice often creates power). 

• The parties are expected to be adversarial and go through an elabo
rate ballet called collective bargaining. At least in public they are expected 
to exaggerate their differences. 

In class I defend this system, but I'm finding it increasingly hard to do 
so. It was designed in the 1930s to work in an economy of large firms, mass 
production, a national product market that didn't worry about foreign com
petition, and permanent jobs (subject to only temporary layoffs). None of 
these conditions prevail today to the extent they did before. 

The system creates rigidities and makes no room for contingent 
employees. Further, it persuades nonunion employers that unionism is 
worse than death, and that, consequently, they should fight unions to the 
bitter end. Even within unionized companies, a large part of the work force 
lacks representation or job security, especially managers, and managers 
badly need these. 

True, none of the principles mentioned are absolute; mature parties 
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have learned to be flexible. Increasingly, for example, the contract is 
viewed as a living document. Gingerly some parties are trying cooperation, 
though more often out of necessity than conviction. But the worst part of 
our system is that it provides protection or representation for only 15% of 
the work force. By this standard it clearly is a failure. 

Some pin their hopes on changes in N LRB procedures or striker 
replacement rules. Others think this is only tinkering and that something 
more drastic is required to bring union-management relations into the 21st 
century. Many argue that Section 8(a)2 should be modified. Works councils 
should be permitted or even mandated. And if full works councils aren't 
mandated, at least there should be elected safety committees. Other sug
gestions include associational or community unions, minority union repre
sentation, and changes in the distinction between employees and indepen
dent contractors. 

I have some questions here: How would these innovations work? Works 
councils, for example, may perform well in Germany, but would they pro
vide effective employee representation in the U.S.? Would they serve as 
stepping stones toward traditional unions, or would they be used as barri
ers against unions, as they were in 1934? Or would they evolve into forms 
we still can't predict? 

How much of a difference would any of the proposed changes make, 
especially changes in labor law? After all, unions have been losing strength 
almost worldwide. In some countries (UK, Italy, New Zealand, Australia, 
and the Netherlands) the recent rate of decline is at least as fast as in the 
U.S .  Finally, what are the prospects that Congress will pass any kind of 
labor law reform? 

Though I hope I am wrong, I am reasonably pessimistic on all grounds, 
especially the passage of labor law reform in the immediate future. Indeed, 
I tend to agree with Bill Gould ( 1993:6) that with or without reform, most 
workers are not likely to be represented by unions and protected by collec
tive bargaining agreements in the near future. 

But N LRA reform isn't the only pressing public policy issue that 
deserves our critical attention. As unions decline, industrial justice may 
require an increasing reliance on laws. Though employment law affects 
more people than union-management law, it has been largely ignored by 
IR academicians (though it is a major concern for practitioners). This law 
deals with an increasing range of topics-from sexual harassment, age dis
crimination, and polygraphs to unfair dismissal, but it provides a mishmash 
of procedures and remedies as well as much inconsistency, inequity, and 
inefficiency. For example: if you are a top executive discharged because of 
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age, a jury may award you millions in damages; but if you are an ordinary 
worker discharged for union activity, the most you get is back pay and usu
ally only after a long delay. If punitive damages are appropriate to remedy 
age discrimination, why not for union discrimination? Academic IR needs 
to reexamine this whole area critically. 

There are many other problems. At last we are giving some attention to 
health care. But how about pensions? There are numerous important 
issues here. Then there is our disastrous lack of a training policy (which 
may be our country's Achilles heel). IR and the IRRA need to lead the 
public discussion regarding these topics. 

New Research Methods 

A second encouraging new development is in the area of research 
methodology, especially the revival of case studies of individual work 
places. As a graduate student, I spent six months on a factory shopfloor 
talking to real workers and real managers; I sat in during negotiations and 
attended over 150 union meetings. In a precomputer day that was the best 
way we knew to do research. 

Then things changed. As all the social sciences became more quantitative 
and theoretical, it became possible to carve out a career as an IR academi
cian without ever leaving one's computer, relying entirely on data collected 
by others. Today, fortunately, there is a resurgence of interest in case studies 
in both sociology and organizational behavior. I am glad to see this occurring 
in IR as well. At least young scholars talk to real workers and real managers. 

Case studies are particularly appropriate for studies of union-manage
ment cooperation, worker participation, job involvement, and total quality 
management. Whether participation works is no longer a question. Of 
course it works, in some situations. And it doesn't work in others. Instead, 
the real questions are these: Under what circumstances does it work? 'Vhat 
are the barriers to acceptance, and how can these be overcome? How can 
participation be kept from atrophying? And above all, how can successful 
participation patterns be diffused from one workplace to another? 

The answer to these questions won't come in more nationwide surveys 
which tell us that X% of the companies have participation schemes or that 
Y% of the managers say that it has reduced costs, useful as these studies 
may be. Instead, we need to get into the little black box connecting the 
introduction of participation and its possible success. vVe need intensive 
observational studies focused on the workplace, which examine, for 
instance, how participation affects day-to-day relations among workers, 
supervisors, union leaders, and the human resources department. Further, 
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we need to look outside manufacturing and at nonunion as well as union
ized organizations. 

In any case, a happy result of this rebirth of case studies is that aca
demic articles will contain fewer figures and more stories and will be of 
greater interest and use to practitioners. 

New Theories 

A third promising new development is the growing acceptance of new 
theories. One set of new theoretical concepts derives from economics. 
Neo-classical labor economics was an important part of analytic framework 
when I was a graduate student. Though it bored the hell out of me, it 
served us well at the time. Today we have a new field of human resources 
economics, which is in many ways more catholic in its interests and more 
realistic in its assumptions than the old labor economics. It uses concepts 
such as efficiency wages, implicit contracts, tournament, and agency the
ory. The new theories have the advantage of being rigorous and largely 
testable. Their disadvantage is that they are sometimes, but not always, 
unrealistic. 

True, much of what this new field says Sumner Slichter and Charlie 
Myers said fifty years ago. But even when the new labor economics merely 
restate old verities, it does so with a precision that makes new insights 
e merge . Long before Newton, people knew that apples fell. But by 
explaining gravity in mathematical terms, Newton laid the groundwork for 
modem physics. 

But the new labor economics is very micro-oriented: it is concerned 
largely with individual decision making and largely ignores unions. For a 
more macro picture we should tum to sociology and organizational behav
ior. Here concepts such as institutionalism and resource dependency give 
us insights and testable propositions that older theories never provided. 
For instance, a concept called institutionalism has been used to explain the 
spread of alternative forms of unionism (Conell and Voss 1990). 

In a fascinating new development, economics and sociology are reach
ing out to each other, bypassing IR. They often deal with the same issues, 
though too frequently using different terms. Increasingly, behavioral and 
economic data are being used in the same studies and enter in the same 
models. 

We now have new approaches to compensation and careers that link 
psychology, economics, and sociology, making use of such concepts as 
agency, expectancy, and equity theories as well as organizational ecology, 
legitimacy, and commitment (e.g . ,  Granovetter 1992; Baron and Cook 
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1992). They explain, for instance, why organizations adopt various compen
sation plans and the impact of these on organizations. Together the old 
economics never could explain why company CEOs get paid such indecent 
salaries. The new theories do so quite nicely. 

Though most of this theory-oriented work now appears in economics 
and sociological journals, it is an important part of my vision for industrial 
relations. It should be better represented at the IRRA. 

New Issues 

In addition to new theories, there is growing concern with important, 
mostly new employment issues which have been largely ignored by IR in 
the narrow definition, but which are central to IR in the broader view. 
Some people give the study of these issues the title macro human 
resources. I prefer to call them broad IR. 

Traditional human resources (or personnel) courses deal with such top
ics as testing and training and are taught largely by psychologists. They are 
directed to the prospective human resources professional and are con
cerned with how to do it. Broad IR, by contrast, deals with public policy 
and is directed to unions, management, and citizens generally. 

Broad IR focuses especially on new technologies, markets, and institu
tions; for example, emerging occupations, changes in the composition of 
the work force, new approaches to compensation (not just wages), and 
careers. It looks at the decline of large companies, the erosion of secure 
employment, and the growth of a contingent work force. It examines ques
tions such as how self-managing work teams work, and it compares the dif
ferences in interpersonal relations that occur as groups of workers adjust to 
computers or e-mail. Broad IR makes liberal use of the new theories just 
mentioned. Agency theory, for instance, helps us analyze the relative 
advantages and disadvantages of employee ownership and subcontracting. 

Besides economics, sociology, and history, broad IR involves law and 
ethics. Where, for example, should the line be drawn between legitimate 
organizational demands and the individual's right of self-expression? 
When, for example, may the organization legitimately require an employee 
to cut off his beard or a woman to tone down her lipstick? Does an 
employee have the right to loudly express deviant political or racist views 
off-duty in the locker room? For me these are all IR issues. 

Another example: Jack Bar bash argued for years that justice is a central 
industrial relations concern. Recently, there has been a torrent of psycho
logical research on what is known as procedural justice, especially in the 
employment relationship. This research is quite relevant to Jack's concerns. 
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Yet little of it or its implications have been presented to the IRRA. They 
should be. 

Further, broad IR also brings in important public policy issues. How, 
for example, should the burdens of providing pensions and health insur
ance be divided among employers, individual employees, and society gen
erally? 

If academic IR doesn't deal with these issues, human resources man
agement, sociology, or economics will take over, but without IR's humaniz
ing perspective. 

Comparative Industrial Relations 

Comparative industrial relations is another booming area, especially 
overseas. In a sense it is a foreign counterpart of the domestic broad IR 
just discussed. Unfortunately, most of the U.S. contributions to this field 
come from people trained as sociologists and political scientists who don't 
publish in IR journals. Comparative IR (CIR) is much better developed in 
other countries, and there are a growing number of cross-national research 
teams working on common problems. 

There are a variety of reasons why comparative research should be 
brought into mainstream IR. 

l. It's of obvious importance as we move into a global economy. 
2. CIR helps us understand our own system, highlighting what's unique. 
3. Comparative research may suggest improvements in our own system. 

Germany and Japan, for example, have been somewhat more successful 
than we have in introducing computers to the factory floor. \Ve may learn 
from their experience. But comparative research should also alert us to the 
difficulties in grafting elements of one country's system onto another's. An 
institution that works well in one country with its own particular history 
and institutions may not work well in the U.S. 

4. For years IR has groped for a theory, but a theory that explains con
ditions in only one country can't be much of a theory. To be valid it should 
apply generally. By looking at differences across countries, we seek unifor
mities-universal rules that explain these differences. 

Comparative research has already given us the concept of punctuated 
equilibrium. This suggests that IR systems remain stable for long periods 
of time, even in the face of changing economic and political conditions 
until the pressures become too extreme. Then the system changes rapidly. 
Critical periods differ greatly among countries. Australia had one such 
period in 1890-1905. In France perhaps it was the 1960s. The U.S. went 
through one in the 1930s; it may be going through another now. 
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5. Finally, comparative research helps us understand the relative signif
icance of various factors such as technology, economic fluctuations, laws, 
and culture. For example, union strength is declining almost everywhere, 
but at different rates depending on the country. To what extent are these 
differences due to differences in laws, differences in labor force composi
tion, or differences in managerial systems? Comparative research will help 
us answer these questions. 

Until recently, comparative texts consisted of parallel studies of individ
ual countries, a chapter for each country in the total book, and the empha
sis was primarily on the national level, on the top looking down. The new 
comparative research seeks not just to describe but also to explain differ
ences. 

Rather than focusing on the peak national union, it is often workplace
or industry-oriented; for example, some research focuses on specific occu
pations, say dockworkers or printers, examining how economic, legal, and 
technological factors play out in the context of different national IR institu
tions. Typical of this research are a series of studies comparing how facto
ries in Britain, France, and Germany react to the introduction of comput
ers on the shopfloor. Other useful research has compared the introduction 
of work teams and quality circles in the U.S. ,  Sweden, Japan, and Ger
many. 

Some studies focus on strike rates, others on shopfloor labor relations. 
Britain and Australia have developed large-sample workplace surveys that 
look at such questions as grievance rates and steward-union member ratio. 
These studies permit quantitative comparisons of key variables between 
countries (Whitfield, Marginson, and Brown forthcoming). So far the U.S. 
has nothing really comparable. I wish we did. 

Among the more useful studies are those comparing close pairs, coun
tries which are alike in many ways and which may at one time have had 
closely similar industrial relations systems. Illustrative of these are the U.S. 
and Canada, Britain and Ireland, Australia and New Zealand, and Den
mark and N onvay. 

Some of the best studies have compared histories; for example, several 
have examined how technological change was introduced in the textile 
industry in various countries during the 1800s and the impact of this on 
unionization. Differences are difficult to explain without deep analysis of 
history. 

In short, comparative research is important, not just to understand 
other countries, but because it can help us analyze industrial relations gen
erally. 
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Conclusion 

Fifteen years ago Pete Feuille and I wrote an article (Strauss and 
Feuille 1978) bemoaning what we called IR's academic doldrums. Rashly 
we predicted that a new renaissance was on hand. We may have been 15 
years too early. But now with the new developments just listed, I am opti
mistic again. 

Whether I am right depends considerably on how IR is defined. Even 
narrowly defined as involving just union-management relations, academic 
IR is showing signs of life. I worry, however, that the present interest in 
labor law reform may be the last hurrah for IR's limited version. Unless 
there is a major string of union victories, the future of IR in the narrow 
view may be rather dismal .  (Again ,  I hope I am wrong.)  B ut in the 
broadly defined terms of the 1940s, IR is a vibrant field. It has theoretical 
underpinnings. It is interdisciplinary and highly relevant to new develop
ments. 

For better or worse, real-world IR is going through a period of consid
erable shifting. Technological and demographic trends are forcing changes 
in the way work is organized and people are supervised. Even nonunion 
employers are beginning to recognize that participation and job rights pay 
off in terms of efficiency. 

So a window of opportunity has opened for IR to branch out to what 
may seem like new areas of study but which, in fact, represent our original 
jurisdiction. If IR doesn't grasp this chance, Kaufman's dire predictions will 
be realized, and as Feuille put it, IR may follow the example of the Cigar
makers and S leeping Car Porters, both leaders in their time (cited in 
Strauss 1989). 

Though I am optimistic that IR will broaden its focus, my optimism is 
tinged with regret. I must reluctantly concede that collective bargaining 
will take a lesser place in practical U.S.  industrial relations and a lesser 
place in IR research and teaching. One thing that united the IR scholars 
of the 1950s was their reformist ideology, specifically a belief in the value 
of unions and collective bargaining as a means for redressing social ills. It 
pains me that fewer people believe this now, either in academia or soci
ety. 

I worry that the new IR will be concerned more with managerial effi
ciency than with social justice. Though unions and collective bargaining 
may no longer be IR's central focus, most of the issues the new IR  consid
ers, from contingency employment to sexual harassment, raise issues of 
ethics, justice, and public policy. I hope IR never forgets its ideological ori
gins. 
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I I .  BUILDING N EW ORGANIZATIONAL 

ALLIANCES AND THE ROLE OF TRUST 

The Dual Character of Trust Duri ng 
Workplace Transformation 

M AUREEN SCULLY AND GIL PREUSS 

Massachusetts Institute of Technology 

Transformed work practices include teamwork, job rotation, multi
skilling, cross-training, and pay-for-skills which together constitute a new 
way of dividing, monitoring, and rewarding labor. Transformed work prac
tices have been widely heralded by academics and practitioners, and their 
spread across organizations has been documented (e.g., Appelbaum and 
Batt 1994; Bailey 1992; Osterman forthcoming). Two rhetorics have 
accompanied the transformation of work practices. One is a rhetoric of 
increased quality, productivity, competitiveness, and leanness for corpora
tions. The other is a rhetoric of enriched work, increased autonomy, and 
greater opportunities for participation in decision making for employees at 
all levels. Sometimes these two rhetorics are reconciled, for example, in the 
discussion of mutual gains. But despite the promise of mutual gains, the 
adoption of transformed practices and their longer-term sustainability have 
often floundered because of insufficient trust, particularly on the part of 
employees. This paper argues that the difficulty in achieving a stable trust 
may arise because of how the two rhetorics of transformation compete, 
resulting in understandable ambivalence on the part of employees. For 
example, the rhetoric of productivity can create cynicism among employees 
who see teamwork as a route to downsizing and leanness,  while the 
rhetoric of job enrichment can create enthusiasm among employees who 
see teamwork as an opportunity to have more discretion. Trust is of potential 
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importance precisely when there are uncertain and competing outcomes. 
We argue that this duality upon which trust is based-the capacity simulta
neously to see the positive and negative consequences of trusting-should 
be emphasized much more than it has been in the literature (e.g., Coleman 
1990) . The dual character of trust can be captured by listening for and 
reporting employees' ambivalence, rather than trying to reduce any 
ambivalence to some net level of trust or distrust. 

A diverse group of theorists is pointing to the importance of trust for 
the successful implementation and sustainability of workplace transforma
tions (e.g., Sabel 1992). Trust may be important for a variety of alliances 
under conditions of uncertainty, where exchanges cannot be perfectly reg
ulated. Alliances among nations, among firms, or between management 
and labor during collective bargaining are examples. This paper focuses on 
the dynamics within the firm, where alliances are not regulated (in the case 
we study) either by a union or by routinized norms. Alliances between 
employees and their company, employees and their team leader, and team 
members with each other may all require trust, particularly where new 
practices such as pay-for-skills remain necessarily vague about how train
ing, effort, initiative, and new skills will convert into individual or collective 
rewards. Particularly under conditions of uncertainty, in contrast to easily 
regulated quid pro quo exchanges, trust is relevant (Fox 1974). 

Trust may be important in three ways. First, transformed systems rely 
heavily on the voluntary contribution of effort and initiative from employ
ees under conditions where monitoring is difficult and perhaps counter
productive in spirit (Donnellan forthcoming). Attention has been paid to 
the need for management to entrust employees with decisions and discre
tion. More attention needs to be paid to conditions under which employees 
may trust that the transformed system is one in which it is worth investing 
their effort and initiative, rather, for example, than a system that is just a 
speed-up or a route to downsizing by doing more with fewer people. 

The second way in which trust matters is that there is a long time hori
zon for the payoff on employees' efforts. At the corporate level, a potential 
payoff is that the company will be kept afloat despite intense international 
competition, and jobs will be saved. At the individual level, the payoff is 
determined through programs like pay-for-skills, where employees take 
courses, develop new skills, practice and are certified for their new skills, 
and eventually receive greater pay. Both of these payoffs are uncertain and 
long term. 

The third way in which trust matters in the transformation process is 
that there are potential gains and losses at stake. Following Coleman's 
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(1990) depiction of trust, there is the possibility of regret for trusting too 
much (for example, taking courses but never getting certified for a pay 
increase) and regret for trusting too little (for example, not experimenting 
with an alternative system that might save the company and jobs). 

This paper does not look at trust as a singular dimension, such as lower 
versus higher probabilities of reward under uncertainty or lower versus 
higher willingness to be vulnerable with another party in an emerging rela
tionship. Instead, this paper considers the tensions that undergird trust, 
particularly in light of the competing rhetorics of transformation. For 
example, it would not be surprising for employees, who are trying to deter
mine how much to go along with new teamwork practices, to wonder 
whether contributing their effort is a worthwhile path to more enriched 
jobs or a way to work themselves out of overtime and/or jobs in the interest 
of leanness. It is too simple to say that the "trusting" employees are those 
who believe the positive promises that their work lives will be made more 
interesting and secure and who discount the worries about layoffs. Rather, 
a style of trust may be forged dynamically in employees' own minds and 
between parties by taking into account these two competing interpreta
tions of what it might mean to work hard for a team . Trust may be 
strongest where both possibilities can be seen as inherent and understand
able dualities in the process of transformation and where ambiguities can 
be honestly addressed, rather than covered up by boosterish language 
about teams and transformation. This paper begins an exploration of this 
dual character of trust by uncovering some ambivalences and competing 
interpretations that employees articulate in speaking about teamwork. 

Method 

Company Setting and Sample 

vVe focus on three plants of a single company involved in chemical pro
duction. \Ve chose this company because it was in the early stages of a 
process of transforming its work processes, assigning employees to teams, 
beginning to encourage team meetings and team decision making, and cre
ating a pay-for-skills package that included a training plan and training 
opportunities for employees. The transformation got underway in early 
1991. vVe met with team leaders to discuss issues of trust and resistance to 
change in early 1992 and to surface some issues that would be worth 
exploring in interviews. 

\Ve conducted one-hour, semistructured interviews with 30 employees 
during mid-1992. In two plants the team leaders selected participants (one 
or two employees who responded favorably to teamwork and transformed 
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practices and one or two who responded negatively). This purposive sam
pling allowed us to capture the range of voices and to see where seemingly 
negative employees could see positive elements and vice versa. In the third 
plant tight production schedules required that we interview employees 
during plant shutdown. Based on our queries to a number of people, there 
did not appear to be a selection bias in who works during shutdown; for 
example, we feared that we might get the more "gung ho" employees dur
ing shutdown. However, people told us that the determination of who 
worked over shutdown was mostly a function of an individual's financial or 
family vacation needs and that we would hear a range of opinions about 
teamwork from these employees, as the interviews confirmed. 

Interview Protocol and Data Analysis 

We developed an interview protocol, with questions about employees' 
initial expectations about teams and how these had changed, their pay-for
skills plans and decisions about whether to participate and learn new skills, 
the range of issues over which they did and did not have final decision
making authority and what they thought about this division, their views of 
their team and its goals, their sense of how long teams would be around 
and what they thought were the major obstacles to developing more effec
tive teams, and their own interpretation of the word "trust." The interview 
questions were prompts for individuals to tell stories or offer elaborations 
about their experiences with teamwork. 

We analyzed the interview results in an iterative process, looking for 
themes within and across interviews from multiple readings of the inter
view notes for description, analysis, and interpretation (Wolcott 1994). In 
this process we discovered dualities in people's interpretations, sometimes 
articulated consciously at one moment in the interview (e.g., "on the one 

• hand team rewards are good, but on the other hand, individual distinctions 
are helpful"), at other times oscillating over the course of the interview. We 
hesitate to say that employees contradicted themselves, because we feel 
these dual interpretations are valid reflections of the ambiguity of team
work, rather than departures from the normative value of being logical and 
consistent. 

We anticipated three patterns of responses: First, and perhaps the least 
likely, would be extreme levels of either trust or distrust evinced by exclusive 
enthusiasm or cynicism for transformation. Second would be a mix of ele
ments that goes into a calculation of trust and a net probability level of trust
ing. For example, on the one hand, employees might suspect that pay-for
skills plans will not work because they allow too much supervisory discretion, 
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but on the other hand, they might be inclined to trust in the plan's 
promises because the formula for advancement is clear. The weighing of 
these kinds of factors might produce a net trust level that an employee 
could report, particularly in the form of a behavioral choice (e.g., "in the 
end I decided to take some courses," or "in the end I decided it wasn't 
worth it and I'd wait and see"). The third possible observation would be 
that competing expectations about transformed work practices leave 
employees in a state of ambivalence which is irreducible to a net trust 
level. Both sides of an issue would remain apparent and unresolved. This 
duality would not be surprising given the two rhetorics of transformation 
discussed above. 

Results 

Our data reveal an overall pattern of ambivalence of the third type 
described above. In some cases individuals clearly held one view or the 
other. But in the majority of cases and with respect to many issues, individ
uals articulated competing points of view over the course of the interview, 
sometimes bouncing the two off each other aloud, sometimes giving one 
view and then at a later point illustrating the other view. The people we 
interviewed were comfortable with a complex level of discussion of trade
offs (e.g. , what is gained and lost by reducing overtime in the short and 
long term) and of competing pros and cons of a practice (e.g., good and 
bad reasons to have frequent team meetings). Because these are complex 
issues, the people we interviewed wanted a complex treatment of them 
from management, not necessarily the simplest or even most consistent 
explanation. 

This section presents findings with respect to five aspects of transfor
mation: ( l) the role of discipline, (2) the efficacy of effort, (3) reward sys
tems for individuals and teams, (4) the move to shared decision making, 
and (5) the overall change program. Each of these is discussed below. 

The Role of Discipline 

On one side of employees' ambivalence was the notion that more disci
pline, and more credible discipline, was needed from managers. In one of 
our earliest interviews we were told a story about how an employee had 
pulled a gun on a supervisor and merely got a warning. vVe were surprised 
to hear an appeal for more discipline from employees, but this story of an 
event that had happened some t ime ago was retold several times as 
emblematic. The need for more discipline was expressed as a need for there 
to be fai rness and standards. On the other side of employees' ambivalence 
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was the idea that discipline is unnecessary, since employees can pace them
selves and get their own work done, particularly in terms of discipline with 
respect to hours and time clocks. Discipline was seen as arbitrary. 

There was also ambivalence over who should exercise discipline. On 
the one hand, employees said they knew who shirked and that discipline 
should be left up to them as a matter internal to the work group. On the 
other hand, they argued equally well that most people did the best that 
they could, particularly given whatever personal circumstances might pre
vail at the time, and they would feel ridiculous nagging and policing each 
other. 

These tensions reflect complex issues that are at the heart of interper
sonal trust and teamwork. There is the issue of wanting to belong to a 
group, achieved by not being a management stooge, versus the issue of 
wanting standards that allow a sense of pride at work and which may have 
to be enforced with some kind of hierarchical or lateral discipline. These 
issues beset any community working together and are not easily resolved. 
Employee ambivalence suggests a need and a language for being involved 
in the delicate balancing act required to design a system. 

The Efficacy of Effort 

Voluntary contribution of effort by employees under conditions where 
monitoring is low and everyone's input is significant is an issue at the heart 
of teamwork. The idea is that increased and better directed efforts produce 
the productivity and quality gains promised by transformation. Most 
employees reported that teamwork had brought improvements in quality 
and in meeting delivery schedules. There were charts on many walls as part 
of the "measure and display" approach to quality management that showed 
many lines sloping in the desired direction. On the one hand, employees 
attributed some of these improvements to teamwork and to working harder 
and smarter together. Indeed, the demonstrable benefits of teamwork had 
fueled some enthusiasm for the transformation project, which brought 
about a self-fulfilling increase of effort. On the other hand, some employ
ees felt there was nothing they could actively do to affect quality that they 
were not already doing as intelligent and able workers. They resented the 
implication that quality problems were an indicator of their work ethic and 
that harder work would fix them. Many said that quality problems were "in 
the process" and needed more fundamental fixes. Some suggested that the 
improvements shown on the charts just reflected how the numbers were 
being calculated differently to make the yields look better, for example, by 
not even counting batches that were discarded altogether. 
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Whether or not teamwork enhances quality and productivity seems like 
an empirical question that can be resolved so that any remaining ambiva
lence is solved. Because ambivalence is regarded in the literature as an 
unstable, confusing, and hopefully impermanent state (e.g., Merton 1975; 
Weigert and Franks 1989), most discussions of it focus on how it can be 
resolved, whether by an empirical resolution or an overarching interpreta
tion. However, in many industries there are no longer clear measures of 
quality and productivity, and their relationship to effort is even murkier. 
Moreover, the mix of praise and judgment that employees feel as their 
effort is scrutinized-and in the United States their character is thereby 
scrutinized (Coleman and Rainwater 1978)-is likely to create an ongoing 
state of ambivalence over the efficacy of effort. 

Reward Systems for Individuals and Teams 

In every interview in response to a whole variety of questions or as 
illustration of a whole variety of points they felt were important, employees 
kept coming back to the question of rewards-both the annual bonus com
pensation (ABC) and the pay-for-skills plan (PFS)-as the critical factor in 
the movement toward teamwork and transformation. In their ongoing cog
nitive negotiation over reasons to trust or distrust the transformation 
process, employees appealed to what they stood to gain or lose, how the 
reward system would affect relationships, and whether the losses were 
being disproportionately borne by lower level employees. 

Many employees shared very thoughtful perspectives on the tradeoffs 
between equal reward for a team (e.g., giving everyone a 5% ABC) and dif
ferentiation of excellent and poor performance (e.g., some receive 3%, 
some receive 7%, and most receive 5%). The tension between valuing 
equality and rewarding for excellence and differences has a long philosoph
ical tradition. Employees' comments were often more sophisticated than 
what is found in the current business literature on the use of rewards for 
teams, which often gives unqualified endorsement to the feasibility and 
desirability of pay-for-performance. 

The equality/differentiation tradeoffs were often elaborated. On the 
one hand, many employees could see that giving everyone the same reward 
was good for creating team morale. It recognized that most people were 
good at what they did, particularly in plants where average tenure was 
greater than ten years. Any small differences, some people argued, were 
probably attributable to things that were happening in people's personal 
lives; as such, they should not form the basis for punishing people through 
their paycheck. On the other hand, the same employees could argue that 
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people are different; some care more about their work and are still trying 
to get ahead, while others are lazy, trying to have an easy day, or are waiting 
to retire. Some employees, they suggested, really had excellent skills, and 
others went to them for help. They felt that these people should be 
rewarded as a way of showing that there were categories of excellence on 
the shopfloor, rather than the homogenizing and impersonal treatment of 
giving everyone the same bonus. The issues raised in these rich musings 
about the tradeoffs between equality and differentiation are not easy to 
solve and have been tackled in the literature on whether a reward system 
should be designed around the employee as creative homo Jaber or the 
employee as shirker (Donnellan and Scully, forthcoming). The question of 
whether teams with equal or different pay awards perform better is worth 
further exploration; it may be the case that the opportunity to discuss pay 
issues, regardless of the final distribution, is the more important predictor 
of team performance. 

While most of the discussion of rewards focused on lateral comparisons 
with coworkers, some employees expressed anger at recent salaries 
received by top management and particularly at top management's much 
larger share of a recent intellectual property award settled in court. The 
distribution of this award, based proportionally on wage, disillusioned some 
workers. They felt that the hourly workers were the ones who suffered 
most from the temporary loss in market share through reduced overtime, 
but the compensatory award was given primarily to management. People 
who were skeptical about teams and the concept of employees being the 
real "owners" of the business were quick to point out to us what they per
ceived to be hypocrisies. 

The Move to Shared Decision Making 

Part of the movement toward teams involves decentralized, team-based 
decision making. Employees wanted to see increases in their decision-mak
ing opportunities. At the same time they emphasized that this would not 
really be a change to something new, but that they had quite naturally been 
making important decisions all along. For them a demonstration of trust 
from managers would involve not only an increase in decision-making 
authority but also an acknowledgment of what they already were doing. 
Many said things like, "We could run this place ourselves all along" or "My 
group was a team ten years ago." When asked about issues like scheduling 
breaks, covering each other during breaks or vacations, tracking their own 
quality, or giving feedback to someone else about quality, most reported 
that they already did that. 'While these kinds of things are often included in 
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lists of ways to empower employees, the people we inteiViewed did not feel 
particularly empowered by the areas in which they already had discretion, 
but rather, they took these areas for granted as their natural right. Many 
employees focused their answers on areas in which they wanted to have 
more of a say, particularly about pay systems, skill definitions, assignments 
to teams, and job postings. However, some also worried about whether 
expanded areas of discretion might simply result in their being scapegoated 
for poor performance or in doing more and harder work for the same pay. 
Employees thus greeted with a complex ambivalence the rhetoric of 
empowerment that underlies transformation. 

Lead technicians played a complicated role in the move to shared deci
sion making for teams. Under the old production system, "leads" acted as 
"pseudo team leaders," giving direction to other workers and getting cer
tain perquisites in terms of responsibility and prestige. With teams, how
ever, the role of leads was supposed to be discontinued; in the interim it 
became ambiguous. The role of lead used to be a valued reward that peo
ple felt it was worthwhile working hard to achieve. It is hard to dismantle 
an old incentive system when good people have been working hard under 
it, and even employees who resented the authority of leads explained this 
problem. Many people expressed both that they wished the leads would be 
less involved and that the leads had earned some right to be involved. 
These competing interpretations are not surprising during the overlap of 
old and new practices during a change effort. 

The Overall Change Process 

Many employees had very low initial expectations of teams. Some were 
simply uncertain about what teamwork was ultimately supposed to be, 
while others understood the vision and felt it was too hard to reach. Even 
with low expectations about teamwork, most employees listened vigilantly 
to what people in management said and held them to it. If management 
changed plans, even those who were not on board with the original plan 
felt frustrated and shortchanged. People felt simultaneously that "Nothing 
is going to change" and "Why hasn't anything changed yet?" 

Employees expressed a desire for more information. However, large 
doses of information were too much and too suspect. When employees 
were called together for an informational meeting in the cafeteria, they 
often felt "like we're just being managed." People wanted clarity, but they 
did not like being "told the party line." In fact, several employees gave 
illustrations of times when they appreciated managers saying "they weren't 
sure what was coming next," since it showed they were "at least being 
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straight with me" rather than "putting up a front." At other points in the 
interview, some of the same people would sound frustrated about the 
uncertainty and unsure about how much to buy in. They felt they had seen 
other changes come and go. The desire to have both more simplicity and 
an acknowledgment of complexity may seem inconsistent but was a com
mon reaction that seems reasonable in the face of ongoing change. 

Conclusion 

There are complex ingredients that go into a decision to trust a work
place system. Ultimately, what matters is whether employees are on board 
enough to engage in the system's practices; for example, elsewhere we 
examine which employees take courses, a behavior at the heart of pay-for
skills plans and transformed work practices (Scully and Preuss 1993). But 
prior to that ultimate engagement, the complex ingredients should be ana
lyzed directly. Employees are ambivalent and in flux about important issues 
from rewards to shared decision making. The way they articulate their 
ambivalence is an interesting kind of political discourse. It suggests that 
simple pronouncements about policies from management will not allay 
concerns. The opposite arguments remain apparent. However, a discussion 
of tradeoffs that is as complex as employees' analyses of the transformation 
project might be welcome and might be a real hallmark of transformation. 

References 

Appelbaum, Eileen, and Rose Batt. 1994. Transforming Work Systems in the United 
States. Ithaca, NY: ILR Press. 

Bailey, Thomas. 1992. Discretionary Effort and the Organization of Work: Employee 
Participation and Work Refom! Since Hawthorne. Unpublished manuscript. 

Coleman, James. 1990. Foundations of Social Theory Cambridge: Harvard University 
Press. 

Coleman, Riehard P. , and Lee Rainwater. 1978. Social Standing in America: New 
Dimensions of Class. New York: Basic Books. 

Donnellon, Anne. Fortheoming. The Paradox of Team Work. Book manuscript. 
D onnellan, Anne,  and Maureen Seully. Fortheoming. "Teams, Performance and 

Rewards: \Viii the Post-Bureaueratic Organization Be a Post-Meritocratic Organiza
tion?" In Charles Heckscher and Anne Donnellan, eds., The Post-Bureaucratic 
Organization. Thousand Oaks, CA: Sage Publications, Inc. 

Fox, Anthony. 1974. Beyond Contract: Work, Power, and Trust Relations. London: 
Faber and Faber. 

Merton, Robert K. 1975. Social Ambivalence and Other Essays. New York: Free Press. 
Osterman, P. Forthcoming. "How Common Is \Vorkplace Transformation and How Can 

We Explain Who Adopts It?" Industrial and Labor Relations Review. 
Sabel, Charles. 1992. "Studied Trust: Building New Forms of Cooperation in a Volatile 

Economy." In F. Ramo and R. Swedberg, eds., Readings in Economic Sociology. 
New York: Russell Sage. 



22 IRRA 46TH ANNUAL PROCEEDINGS 

Scully, Maureen, and Gil Preuss. 1993. Two Faces ofTmst D�tring the Transfomwtion of 
Work Practices. Unpublished paper. Sloan School of Management, M IT. 

Weigert, Andrew, and D.D. Franks. 1989. "Ambivalence: A Touchstone of the Modem 
Temper." In D.D. Franks and E. M cCarthy, eds., The Sociology of Emotions, 
Greenwich, Gf: JAI Press. 

Wolcott, Harry F. 1994. Transforming Qualitative Data: Description, Analysis, and 
Interpretation. Thousand Oaks, CA: Sage Publications, Inc. 



Trust, U nderstandi ng ,  and Control : 
Factors Affecti ng Support for 

Mutual Gains Bargai n i ng 

RAYMOND A. FRIEDMAN 

Vanderbilt University 

Over the last decade a significant number of labor negotiators have 
tried to move away from the traditional rituals of bargaining and toward 
"mutual gains bargaining" (MGB) (Fisher and Ury 1981) .  In spite of the 
growing popularity of MGB and its potential importance for improving 
labor-management relations, little is known about the factors that con
tribute to negotiator support for M GB. This paper analyzes data from 
three cases of MGB training in order to explore the following question: 
What affects participants' support for this new process? These data suggest 
that ( l )  trust between the parties has to be enhanced before negotiators 
will be willing to commit to MGB, (2) trainers must make more clear to 
negotiators what the behavioral implications of MGB really are, and (3) 
interventions are needed beyond training. 

Three Test Cases 

As part of a project sponsored by the Department of Labor, three 
teams of labor and management negotiators were provided with training in 
MGB. The three cases (disguised) were Northwest, Inc., Southwest, Inc., 
and Eastern, Inc. In all three cases labor and management negotiators 
received several days of joint tmining in .MGB (made up of lectures, nego
tiation simulations, and group discussions) prior to actual bargaining (see 
Friedman 1993). The results in the three cases varied. In the Southwest 
case the negotiators did not seem to use the MGB process very much, yet 
many of them felt that the training and the ideas from it had a positive 
influence on the negotiations. In the Eastern case the process was used 
quite effectively for half of the negotiations, but not all of the negotiations, 
and events that occurred in the later half ( including a strike) seemed to be 
driven more by outside political factors than any failing of the MGB 
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process itself. In the Northwest case, MGB was used until the last week of 
negotiations, albeit with significant resistance. 

Common to all of these cases, however, was the fact that people who 
attended the training expressed doubts about the MGB ideas and concerns 
about their abilities to actually use the process. First, some negotiators said 
that they did not trust the other side enough to use MGB. Second, some 
negotiators said that they did not understand the distinction between 
"interests" and "positions" that is central to MGB. Third, some negotiators 
were concerned that they could not control much; there were others, away 
from the table, who had the ultimate decision-making authority or had pos
session of the relevant information. From the beginning of training 
through the end of negotiations, support for MGB waxed and waned as 
negotiators struggled with their hopes and doubts about the process. In 
order to improve training and intervention strategies designed to help 
labor negotiators use MGB, we need to look more carefully at these con
cerns. We need to understand more clearly what negotiators mean when 
they complain about lack of trust, understanding, or control. \Ve need to 
know which concerns are more or less important. And we need to know 
who has these concerns, and at what point in the process they are more or 
less important. These three concerns-lack of trust, understanding, and 
control-are discussed further in the next section. In the following section, 
I present an exploratory analysis of quantitative data collected during this 
research project which sheds light on these questions. 

Trust, Understanding, and Control 

Trusting behavior, according to Lorenz ( 1990), consists of actions that 
" ( 1 )  increase one's vulnerability to another whose behavior is not under 
one's control, and (2) take place in a situation where the future penalty suf
fered if the trust is abused would lead one to regret the action" (p.  4) .  
According to MGB advocates ( Fisher and Ury 1 9R l ) , MCB does not  
require trust because i t  does nothing to make one vulnerable. Indeed, the 
very purpose of MGB is to provide a way for people to interact produc
tively where there is no trust. Yet the kinds of behaviors that arc proposed 
are ones that may be experienced as making negotiators vulnerable : Sepa
rating people from the problem may deny negotiators power tactics t l 1at  
depend on bui ld ing personal animosity; explai n i ng i n terests m ay make:  
negotiators feel that they arc reveal ing too much, especial ly i f  thc:y arc ·  11ot 
clear about the distinction between interests and posit ions that l ies at t l w  
heart o f  M G B ;  and the type o f  cooperative behavior that i s  irnpl ic:d h y  t l w  
prescrip t ion t o  inve n t  optio n s  for m u tual gai n  may force: ncgrJt ia t r J r' t o 
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forgo ritual enactments of their roles as opponents and representatives 
(Friedman 1994) that are so important to them politically. More broadly, to 
the degree that negotiators engage in conversations that are MGB-like in 
traditional negotiations, they occur only between bargainers who know 
each other well and can trust in each other's goodwill and predictability 
(Friedman 1994) .  It is therefore likely that, regardless of MGB theory, 
trust is needed before negotiators will be willing to try MGB. 

It is also reasonable to expect that the degree to which negotiators 
understand MGB will affect how willing they are to use it. According to 
Manz and Sims ( 1981 ) ,  learning new behaviors requires that they be 
retained "in symbolic form through imagery or verbal coding" (p. 1 1 1 ) ,  
that people have a chance to rehearse the new behaviors, and that they feel 
confident that the new behaviors are appropriate for their situations. Each 
of these steps provides those who are learning with a depth of understand
ing that goes beyond abstract concepts. Confusion or lack of confidence in 
the new skills is likely to lead to frustration and discomfort, resistance to 
the source of confusion, and attraction to sources of clarity (i.e., the tradi
tional approach) .  

Finally, feeling that one is  in  control of the negotiations should enhance 
the probability that a negotiator is willing to use MGB. Control can con
tribute to a sense of efficacy-the sense that one can have an effect on a 
situation. Lack of control leaves one feeling ineffective and unable to have 
an influence on the situation. To the degree that loss of control diminishes 
feelings of efficacy, it can have a dramatic impact on behavior. Most impor
tantly, it is known that those who lack a sense of efficacy do not persist in 
the face of opposition or frustration (Bandura 1989). At a less intrapsychic 
level, expectancy theory has shown that motivation is a function not only of 
the level of reward that is attainable but the expectation that one can actu
ally complete the task that leads to the reward (Lawler 1981) .  Therefore, if 
negotiators feel out of control, they will not persist in their efforts to learn 
and use MGB. Support for MGB will wane if negotiators believe they can
not make a difference anyway. 

Survey Research 

In each of the three test cases, negotiators filled out survey questions 
(for other purposes) as often as was politically feasible. The two prenegoti
ations surveys, two midnegotiation surveys, and the two postnegotiation 
surveys were each stacked separately, producing a total survey population 
of 41 for the beginning negotiations, 25 for the middle of negotiations, and 
37 for the end of negotiations. 
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Variables 

Two of the items in the survey asked about overall support for MGB. 
One item was 'We should use MGB," and the other was "My interests will 
not be protected by MGB." These items were combined to create a vari
able called belief in MGB, which was the dependent variable in the analysis 
described below. (The Cronbach's Alpha for the first ::>anel, .59, was not as 
strong as might be desired, but the combined variable did provide more 
stability in the results, and results from regressions using the separate vari
ables were consistent with the results for the combined variables.) 

Three of the items related to the issue of trust: "MGB is difficult due to 
a lack of trust," "I believe what they say," and 'They understand our inter
ests. "  

One item asked directly about understanding: "I understand MGB." In 
addition, I created a measure of how definite each person felt about how to 
proceed in negotiations. In order to produce this measure, the responses to 
questions about MGB tactics were transformed by taking the absolute 
value of the response minus 3 .  Thus a person who gave consistently moder
ate answers (i .e., "3") to the tactics items would be low on clarity of tactics. 
A person who consistently gave extreme answers (i .e., "1" or "5") would be 
high on clarity of tactics. For this analysis, my concern was not what answer 
was given, but whether the person felt certain about the answer that s/he 
did give. Ten of these items loaded onto a common factor for the first sur
vey from each site (n=60) and were combined to form the variable tactical 
clarity (Cronbach's Alpha: .83). 

One item in the survey asked about an issue related to negotiators' 
sense of control over negotiations: "\Ve have the facts we need for develop
ing good positions. "  In addition, factor analysis of the attitudinal items 
from all sites revealed two clusters of variables which are related to prob
lems of control. The first cluster included two items: "The people at the 
table on the management side have full authority to commit to solutions" 
and "The people at the table on the union side have full authority to com
mit to solutions." These items (Cronbach's Alpha: .69) represented the 
degree to which negotiators felt that they had the authority to control what 
happened in the negotiations. This factor is labeled authority. The second 
cluster included five items: 

• There is insufficient understanding of MGB on my team. 
o There is insufficient understanding of MGB on opponent's team. 
" There is insufficient understanding of MGB by constituents. 
• There is not enough unity for MGB on my team. 
" There are divisions in the union ranks. 
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These items ( Cronbach's Alpha . 75) point to two problems: a lack of under
standing of MGB by others (besides the person filling out the survey) and 
political divisions among negotiators. Each represents a lack of external 
agreement and support that would make it difficult for negotiators to 
implement MGB. This cluster represents a kind of external chaos that 
diminishes the degree to which negotiators can control the implementation 
of MGB. 

These eight variables (and a dummy variable for each site) were 
regressed onto the dependent variable, belief in MGB. 

Results 

In the first panel (representing attitudes held just prior to the begin
ning of negotiations) the model provides an excellent fit (see appendix). 
Five of the eight variables were significant (no trust, they understand us, 
tactical clarity, I believe them, and external chaos). These results indicate 
that support for MGB is enhanced by having a sense of clarity about how 
the negotiations should be handled and by believing what the other side 
has to say, while it is diminished by a lack of trust in the other side and by 
external chaos. The one other variable that was significant was the dummy 
variable for Eastern. This indicates that there was some factor not included 
in the model that caused Eastern negotiators to be more supportive of 
MGB than Southwest negotiators. The implication of the dummy variables 
for all three panels is discussed separately below. 

Even though the number of cases was small, it was possible to get sepa
rate results for labor and management negotiators that were reasonable to 
compare. What was striking in this comparison was the degree to which 
understanding dominated all other concerns for managers in terms of the 
size of its effect. Union negotiators, by contrast, were more influenced by 
trust than were managers (both no trust and I believe them remained sig
nificant). External chaos still had a strong effect for them. And, like man
agers, they also cared about tactical clarity. 

My interpretation of this difference is that management negotiators 
tend to be far more cognitive than union negotiators. They are concerned 
primarily with tactics, and if there is any concern with trust it is trust in the 
accuracy of what is being said by the union (I believe them), not some gen
eral, unspecified, or affective notion of trust (no trust). This emphasis may 
be related to the fact that management is used to being in control and used 
to approaching problems analytically (rather than in terms of political pres
sures or concepts of fairness). The union, by contrast, appears more con
cerned with general, unspecified trust than with just the accuracy of what 



28 IRRA 46TH ANNUAL PROCEEDINGS 

management is saying. This emphasis may be due to the fact that union rep
resentatives feel that they have relatively little leverage over management 
between negotiations, so trust regarding management intentions is critical. 

Labor negotiators also differ from management negotiators in that the 
former are more worried about external chaos-whether people around 
them understand the process. This emphasis may be due to the fact that 
labor continually has to manage political demands and use influence rather 
than authority to control its members (Friedman 1992). It continually has 
to worry, more than management, about engaging constituents and dealing 
with political divisions. 

In the second panel of the survey, two trust variables, I believe them 
and no trust, remained significant, as did external chaos . This was the point 
where I believe them had the strongest effect among the panel< studied. 
This emphasis may be due to the fact that during this panel of the survey, 
negotiators were in the middle of exchanging specific information and 
ideas. The way in which trust was expressed was very clear and immediate: 
believing what was being said. What was potentially ambiguous was not a 
set of distant actions, but the accuracy of people's statements across the 
bargaining table. External chaos became more important as tensions rose. 
With deals about to be made, outside constituents began to monitor their 
negotiators more closely and tried more than before to control the negotia
tions. Political divisions within both sides became more salient. Tactical 
clarity dropped out in this panel. Field observations suggest that this 
occurred largely because negotiators had come to understand what parts of 
MGB they would use or not use and how to use them. Regressions were 
not performed for labor and management separately since the sample in 
this panel was too small. 

In the last panel, after negotiations were over, two factors were signifi
cant: trust and I understand MGB. At this point, facing an open-ended 
agenda between negotiations, the basis of trust was more general and 
unspecifiable than during negotiations. The results here were also very sta
ble. The regressions for labor and management did not look very different 
(and therefore were not shown in the appendix), and the dummy variable 
distinguishing between the tv,ro cases was not significant, indicating that at 
this point variation in support for MGB could be explained primarily by gen
eralized trust and understanding and not by differences in the cases studied. 

Comparison of the Three Cases 

I n  the first and second panels there were significant differences 
between the cases (as indicated by the fact that the dummy variables were 
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significant) which were not accounted for by the model. One major differ
ence among the three cases was the degree to which dissatisfaction with 
past negotiations led management and the union to change the structure of 
negotiations (in addition to having MGB training). Among the three cases, 
only Northwest radically restructured negotiations. They changed all but a 
few negotiating personnel, had new lead bargainers on both sides, and the 
management team was made up primarily of line managers rather than 
staff. Restructuring did not occur in the other two cases. Negotiators were 
largely the same ones as before, and the members of the teams vvere 
mostly full-time labor relations staff for the company or the union. The 
case in which the team members faced the most severe constraints on 
change was Southwest. They were one unit within a multiunit bargaining 
structure; many of the bargaining goals were set and coordinated by 
higher-echelon union and company managers. These differences indicate 
that, separate from feelings of trust, understanding, or control, support for 
MGB is enhanced when negotiators are independent of outside political 
and bureaucratic constraints and have direct information and authority. 

Discussion 

The data from these three panels of surveys provided three pieces of 
information: They helped identifY the aspects of trust, understanding, and 
control which were the most important determinants of support for MGB; 
they identified shifts that could be expected to occur over the course of 
negotiations; and they identified differences between labor and manage
ment regarding these influences. At this point a note of caution is war
ranted. The quantitative analysis of these m:gotiations is based on correla
tions between responses on a survey; there is some risk of common method 
variance. Nonetheless, as a first exploratory step into unexamined territory, 
the results are extremely suggestive of the thoughts and concerns facing 
negotiators in the process of adopting a new bargaining style and are con
sistent with field observations. 

In spite of the claims of MGB theorists that effective use of MGB does 
not depend on trust (Fisher and Ury 1981), it is clear that negotiator sup
port for MGB does depend on trust. And trust, it seems, has two main 
components: ( 1 )  believing what the other side says and (2) general trust. 
The former element is more cognitive and immediate, while the latter ele
ment is more affective and general. These data indicate that both prior to 
and after negotiations, the more affective dimension of trust plays a 
stronger role, while during negotiations, the more cognitive dimension of 



30 IRRA 46TH ANNUAL PROCEEDINGS 

trust plays a stronger role. Moreover, prior to negotiations at least, trust is a 
more important factor for labor than it is for management. 

Understanding can have an effect on support for MGB, but the type of 
understanding that is most critical varies over the course of negotiations. 
Prior to bargaining and early in negotiations, what matters most is under
standing of tactics. As Manz and Sims ( 1981) argued, it is models of behav
ior, more than abstract concepts, that give people confidence when learn
ing new ways of acting. In the middle of negotiations, however, tactical 
understanding does not significantly affect support for M GB ,  largely 
because negotiators have by this time developed some theory of action. 
After negotiations, what matters is not understanding of tactics but under
standing of general concepts. Negotiators at this point are in a position to 
say: "Does this approach to bargaining make sense? Can I understand now 
why and how the approach might work?" 

Control was the factor that had the least influence on negotiator sup
port for MGB. Having authority to act independently and having full infor
mation is certainly important, but not as a determinant of support for 
MGB. The one aspect of control that did have an impact on negotiators' 
support for MGB was external chaos. This was especially important for 
union negotiators during the prebargaining period and somewhat impor
tant for all negotiators in the middle of bargaining. To the degree that con
trol plays any role, what is important is knowing that there is some level of 
common understanding about how MGB works and that there are no seri
ous political divisions within negotiating teams. 

Conclusion 

M GB is a process that is meant to improve contract negotiations 
between labor and management: it builds into negotiations a safe way of 
sharing more ideas and information than is typical. Yet simply saying that is 
not enough to ensure support for this process. Negotiators need concrete, 
actionable guidelines to help them change their behaviors; they need to be 
.able to have some degree of trust in the other side before committing to a 
mutual gains approach; and the overall context of the negotiations process 
must be changed to allow negotiators the freedom to be creative. 

Some of these constraints can be addressed relatively easily. Providing 
negotiators with a more tactile feel for the specific behaviors suggested by 
MGB is something that can be done by trainers. By contrast, efforts to 
change how the bargaining teams are set up, what authority negotiators 
will have, and what level of support exists for the process from constituents 
require interventions that must start long before negotiations or MGB 
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training begin. And although trust is an issue that has to be addressed dur
ing training, it cannot be successfully managed during training alone-it 
has to be something that is discussed and developed between negotiations. 
MGB is most likely to be effective if combined with ongoing joint training 
of labor and management, ongoing efforts to improve the relationship 
between the two sides, and a willingness on the part of both labor and 
management to allow their negotiators more leeway in how they bargain. 

APPENDIX 
Regression M odel Results 

Dependent Variable: Belief in MGB 

Before Negotiations During 

(Surveys given to negotiators at Southwest, (Northwest, 

Inc., and Eastern, Inc.) Eastern) 

Labor & Management Labor & 

Management Only Labor Only Management 

Adjusted R' .62 .29 .80 .40 

F Value 5.8· · ·  1.9 9.o··· 2.s· 

n 4 1  2 1  1 9  25 

Tmst 
No Tmst -.16" .06 -.20" -. 17# 

I Believe Them .13# .18# .24" .38"" 

They Understand Us -.16" -.19 -.12 .13 

Uruclerstanding 
Understand MGB 0 .25 -. 13 .20 

Tactical Clarity .58"" .77" .47" .02 

Control 

External Chaos -.20# -.02 - .31" -.47# 

Authority -.08 -.29 . 17 .IJ6 
I lave Facts -.09 .02 -.08 .03 

DumTTUJ Variable 
Eastern .69" "  .3.5 .69# -.94" 

#Signillcant at the .10 level; •at the .05 level; ••at the .01 level; •••at the .0111 level. 

Coefficients are unstandardized, T-tests are one-tailed. 
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DISCUSS ION 

H. CHARLES SPRING 

U. S. Department of Labor 

Is trust an important factor in building new organizational alliances? In 
his paper for this session, Raymond Friedman has suggested that trust has 
two connotations. One is personal trust which requires me to believe that 
others will act in my best interests. The other is predictability in that I do 
not expect others to act in my best interests but expect them to act as 
expected. My view, gained through experience at the Bureau of Labor
Management Relations and Cooperative Programs (BLMRCP), is that the 
second connotation-predictability-is the more viable one in building and 
sustaining new relationships. This connotation allows us to label as "trust" a 
series of behavioral responses to organizational change. What follows is a 
rather hurried discussion about the U.S. Labor Department's efforts to 
determine what role trust-however defined-plays in building new labor
management relationships and innovative work organization schemes. 

It was our experience in BLMRCP that during the early to mid-1980s 
cooperative labor-management relationships and new forms of workplace 
organization occurred only after all else had failed-refinancing, downsiz
ing, leveraged buyouts, and all of the other forms of moving people and 
paper to give the impression of change. Simply, significant change would 
occur only when the pain of change was less than the pain of business as 
usual. 

The BLMRCP mission was to explore the successful efforts at new 
cooperative relationships to determine what factors (other than imminent 
business failure) contributed to the changed relationships. The goal was to 
design a series of interventions that would facilitate the establishment of 
new labor-management relationships and innovative schemes of work orga
nization before enterprises were at the brink of failure. We found that 
behaviors and processes played important roles in change efforts. 

Two early workshops were designed by BLMRCP to allow labor and 
management to explore a new relationship. "Orientation to Joint Labor
Management Initiatives" offered union-management counterparts the 

Author's Address: Office of International Organizations, U.S. Dept. of Labor, 200 
Constitution Ave., NW, South 5311,  Washington, DC 20210. 
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opportunity to explore the concepts and applications of joint labor-manage
ment initiatives. It provided a nonthreatening way to explore change for 
those unions and firms that had not yet fully grasped the need for change. 
"Partners in Change" was a program for union and management decision 
makers to begin the design of a joint process. It was an intensive organiza
tional intervention requiring commitment to change. 

It became clear from the feedback we received from approximately 400 
workshops that new relationships required new roles and new behaviors for 
the partners. Supervisors and union stewards needed to become coaches, 
enablers, and facilitators. Front-line workers needed to be decision makers 
and to work closely with team members. Many times organizational change 
was driven by rapid technological change as "just-in-time" production 
processes forced shopfloor decision making and team work. With the rapid 
changes occurring not only in technology but also in corporate structures, 
personal trust was most often not an effective tool for managing labor-man
agement and work-organization issues. 

Research by BLMRCP focused, then, on determining the set of skills 
and behaviors that contributed to predictability. We found that in addition 
to technical competence, workers and managers needed a set of skills new 
to the shopfloor. Consensus decision making, effective listening and com
municating, group problem solving, effective planning techniques, shared 
leadership, and understanding their own and others' values and personali
ties appeared as a group of "soft" skills found in the more successful work 
organization change efforts. Our "Committee Effectiveness Training" pack
age, which includes an assessment tool to determine the level of need in 
the work group, addresses these skills. 

BLMRCP efforts up to this point had focused on the day-to-day admin
istration of the workplace. vVe had thought early on that the collective 
bargaining function was and should be separate and apart from work orga
nization efforts. The enchantment with quality circles and worker em
powerment schemes seemed appropriate and worked very well when deal
ing with noncontractual or work environment issues. vVe respected the wall 
built between these activities and collective bargaining activities. 

In light of the successes with the workplace change efforts, it became 
more difficult to defend the adversarial collective bargaining relationship. 
Many times workers and management approached collective bargaining 
agreement expiration dates with great concern that the adversarial process 
would destroy the effective shopfloor relationship that had developed. Tra
ditional adversarial collective bargaining is an awkward dance, often back
ward looking, litigious, negative, zero sum, conducted once every two or 
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three years to determine the basis for the next two to three years of the 
relationship. Personal trust among the bargainers is a very fragile element 
in relationships taking years to establish and only moments to destroy. Col
lective bargaining agreements often reflect the level of this type of trust. 
The more specific, detailed, and inflexible the agreements, the lower was 
the level of trust. In a sense, the parties place their trust in the agreements 
rather than in the people, behaviors, and processes used to conclude the 
agreements. Management has argued that it is these detailed, inflexible 
agreements that hinder its ability to respond to the rapidly changing global 
economy, technological advances, and ever-changing customer needs. 

The challenge for BLMRCP was to develop a process that would pro
mote positive, interest-based, flexible relationships responsive to market 
shifts. Jean Brett, Steve Goldberg, and Bill Hobgood had experimented 
very successfully with grievance mediation in the coal mine industry, and 
their work formed the basis for BLMRCP explorations into new forms of 
nonadversarial collective bargaining. \Ve became convinced that in order to 
assure that innovative work organization schemes succeeded, the collective 
bargaining process needed to become less adversarial and more interest
based. The wall between contract negotiations, contract administration, 
and noncontractual activities had to be breached. There is no need for me 
to describe in detail the new process which carries many names-win-\vin 
bargaining, mutual gains bargaining, interest-based bargaining. It focuses 
attention on issues, not positions; looks for possibilities and opportunities; 
can produce creative solutions which the parties are motivated to uphold; 
and can result in mutual gain. The parties do not have to have established 
personal trust but do have to be committed to abiding by the process. 

The behaviors o f  the partners become increasingly important as 
reliance on the process increases. For example, there appears to be a grow
ing awareness of the importance of knowing and assessing responses by 
partners based on Myers-Briggs Personality-Type Indicators (MBPTI) or 
other similar types of personality tests. Joe Ullman and Liz Ravlin at the 
University of South Carolina have spent a considerable amount of time 
looking at the role of value congruence in managing effective workplaces. 
They have found that the values and attitudes people bring to their jobs 
can make a difference in their satisfaction with and performance in the 
workplace and developed the Comparative Emphasis Scale to measure the 
importance of four key values to the person completing the instrument. 
Hinda Sterling and Herb Selcsnick undertook a study of the BLMRCP 
interest-based negotiation training process to measure this training against 
the critical behaviors needed for successful use of alternative bargaining 



36 IRRA 46TH ANNUAL PROCEEDINGS 

processes. All of these efforts focus on gauging outcome of a process based 
on behaviors of the participant. They generally conclude that with a given 
set of behaviors a predictable outcome will occur. Thus if we are looking 
for the role of trust in building new alliances, we should look to behaviors 
and predictability rather than personal trust as a mechanism for enhancing 
the probability of success. 

One short comment here concerning Ray Friedman's paper. In dis
cussing the role of the facilitator or mediator in mutual gains bargaining, 
he says that there is a great debate raging as to the role of that person. 
Should they intervene actively during the process or only serve as an 
umpire calling process fouls? It would be interesting to explore the rela
tionship between the role played and the importance of the variable he 
calls "external chaos ."  My hypothesis would be that as external chaos 
increases in importance, union negotiators would seek a more active role 
for the facilitator. How do management negotiators respond to the external 
chaos variable? If they are dedicated to the process, they should want to 
minimize the impact of external chaos and thus agree to a more active role. 
Do the data agree? 

In Ned Lorenz's presentation, I would be interested in knowing the 
role of government policy in establishing trust between labor and manage
ment. What he describes seems to be a classic case of waiting to change 
until driven to it by dire financial conditions. 

The case reviewed by Scully and Preuss appears to be one where man
agement implemented a team concept without the necessary planning or 
vision required to ensure success. The workers did not seem to agree on 
the why, how, or what of the reorganization. A big dose of Myers-Briggs 
may have helped to sort out the responses, many of which were typical 
MBPTI responses to change. Management and workers would have bene
fitted from some "soft" skill training in problem solving and consensus 
building. What was the role of the union in this change effort? 

A broader research question growing out of this panel's discussion con
cerns the role of unions in buildiYJg and maintaining new alliances. With an 
increased emphasis on self-reliance in the workplace and the empower
ment of front-line workers to make decisions, increasing use of team work, 
self-management, blurring of the lines between labor and management, 
and development of nonadversarial collective bargaining processes, where 
does a union add value for the worker? 
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The Value of Health and Pension 
Benefits to Workers 

CRAIG A. OLSON 

University of Wisconsin-Madison 

The application of standard compensating wage theory to fringe bene
fits predicts workers differ in their demand for employer-provided benefits 
and sort themselves across firms so the mix between wages and fringe ben
efits match their preferences. Holding human capital and other variables 
influencing wages constant, workers that receive more generous fringe 
benefits will receive lower wages than workers that prefer fewer fringe 
benefits (Rosen 1986). The standard figure illustrating this prediction is 
shown in Figure l where workers maximize their utility subject to a budget 
constraint that is defined by their human capital and ability levels. Worker 
A selects a compensation package without any fringe benefits, and Worker 
B accepts a job that provides both wages and fringe benefits. 

The usual empirical strategy followed to test the model is to estimate a 
standard wage function that also includes some measure of the existence or 
cost of fringe benefits in the worker's compensation package. Despite the 
clear theoretical prediction, empirical studies have frequently not found 
the predicted trade-off between wages and fringes . 1  Insignificant findings 
are usually attributed to the difficulty associated with controlling for 
unmeasured human capital and abilities differences (Smith and Ehrenberg 
1 983). If higher-skilled workers demand more fringe benefits than less
skilled workers, an inability to precisely measure worker skill and ability 
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FIGURE l 

Wage-Fringe Benefit Trade-off 

Worker A 

Worker B 

Worker C 

Fringe Benefits 

will bias the relationship between wages and fringe benefits toward zero. 
This problem occurs because the researcher is unable to differentiate 
between identically skilled workers that are located at different points 
along the same budget line and workers that face different budget con
straints because of unobserved differences in human capital and ability. 

This study adopts a different approach and tests for the predicted 
trade-off between wages and fringe benefits using survey data where work
ers were asked how much more they would have to receive in wages to 
make them indifferent between two identical jobs, where one job provided 
fringe benefits and another job did not provide these benefits. While this is 
not the kind of data usually used in labor market studies, research on arbi
tration illustrates both the value and validity of using perceptions of labor 
market participants for the purpose of understanding arbitrator behavior 
(Farber and Bazerman 1986; Olson, Dell'Omo, and Jarley 1992). 

The usefulness of these data for testing the theory is illustrated in Fig
ure l. ·workers withuut fringe benefits are located at a corner solution 
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where the indifference curve which maximizes their utility has a slope with 
an absolute value less than l. Worker A is indifferent between his current 
wage of \VA1 with no fringe benefits and a job paying W"2 that provides 
fringe benefits that cost the firm FB. W,2 - \VA1 is the wage reduction that 
would make Worker A indifferent between these two jobs. On the other 
hand, the wage increase Worker B would require to voluntarily give up his 
fringe benefits is W"2 - Wu1 •  I define the value of fringe benefits, VFB, to 
be equal to: 

VFB = w" - w" if the worker has no fringe benefits, and 
w.2 - wnl if the worker has fringe benefits. 

The theory predicts that VFB A < VFB8• I test this prediction using data col
lected from a random sample of employed adults." 

The Survey and the Data 

In the spring of 1991 the Employee Benefit Research Institute and 
Gallup conducted a phone survey of 1000 randomly selected U.S. adults:' 
The survey solicited a variety of demographic data on each respondent, 
including information on pension and health insurance coverage, individual 
and family earnings, and the cost and perceived value of different fringe 
benefits. Table 1 reports the descriptive statistics for the respondents. Col
umn 1 refers to the entire sample and column 2 provides information for 
respondents currently employed. The analysis that follows uses only the 
employed subsample. 

Three questions were asked which required respondents to place a dol
lar value on specific fringe benefits. The key question for this study was 
Q26: "Suppose that yon have a choice between two identical jobs, except 
that Job A offers health insurance, life insurance and pension benefits; 
while Job B has no benefits. How much more money would Job B have to 
pay you each year for you to choose Job B?" 

For workers covered by health benefits through their job or the job of 
another family member, respondents were asked about the employer con
tribution and their mvn contribution to the monthly health insurance pre
mium.' These individuals with health benefits were then asked Q23: "How 
much more money would that employer have to give you each year to 
make you willing to give up your employer-provided health benefits?" 

\Yorkers covered by an employer-sponsored pension plan were also 
asked Q25: "How much more money would that employer have to give you 
each year to make you willing to give up your employer-sponsored pension 
plan?" 
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TABLE 1 
Descriptive Statistics lor Gallup Poll Respondents 

(mean and sd) 

Variable 

Age 

Female 
Black 
Hispanic 
< HS education 
HS education 
Some college 
Trade school 
4 year degree 
> 4 years of college 
M arried, spouse present 
Never married 

Panel A 

Panel B' 

Q26: Value of pension, health and life insurance 

Q23: Amount needed to give up health benefits 

Q25: Amount needed to give up pension benefits 

Ranked health benefits most important 
Ranked health benefits 2nd 
Ranked health benefits least important 
Ranked pension benefits most important 
Ranked pension benefit� 2nd 
Ranked pension benefits least important 
Would accept job without health benefits 
Would accept job without pension benefits 
N 

Entire 
Sample 

43.47 
(15.94) 

.52 

.061 

.049 

.091 

.331 

.224 

.061 

. 180 

. 109 

.621 

. 197 

$7098 
(3395) 
$4096 
(3214) 
$5312 
(3799) 

.652 

. 186 
.008 
. 155 
.345 
.028 
.425 
.601 
1000 

Employed 
Suhsample 

39.28 
( 12.01 )  

.45 

.069 

.055 

.068 
.313 
.219 
.069 
.201 
. 126 
.619 
.210 

$7182 
(3346) 
$4250 
(.'3204) 
$5336 
(3702) 

.698 

. 164 

.009 

. 1 13 

.. '366 

.02.'3 

.447 

.641 

.691 

'The values for Q23, Q25 and Q26 include the top coded observations. For those 
employed, the median response to Q23 was $3600 and the median response to Q25 was 
$5000. Over half of the employed respondents answered Q26 with a value greater than 
or equal to $9997. 

Responses to Q23, Q25, and Q26 were top coded at $9997. Figure 2 (a
c) shows the distribution of responses to each of these questions. The 
right-censoring problem is especially important for Q26, where over half of 
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the employed respondents placed a value on pensions, health, and life 
insurance equal to or greater than $9997. 

A second problem with Q26 is that it does not provide a wage rate for 
Job A, nor does it indicate the level of health and pension benefits that are 
provided by this job. In this study I have assumed the referent job used in 
the answer to Q26 is the respondent's current wage and fringe benefit 
combination. Referring to Figure 1, I assume Worker A without benefits is 
making his valuation by comparing point A1 with point A2 and Worker B is 
reporting a value that corresponds to a wage adjustment corresponding to a 
move from point B1  to B2. Some indirect evidence regarding the validity 
of this assumption is provided by the relationship behveen the response to 
Q26 and the responses to Q23 and Q25 for workers with health and pen
sion benefits. If respondents with these benefits were using their current 
job as the referent job, then the responses to Q23 and Q25 should be re
lated to Q26. The R2 from a multiple regression explaining Q26 responses 
is .32 and provides modest support for my assumption.5 

Respondents were also asked to indicate the 1:\vo most important fringe 
benefits, the least important benefit, and whether or not they'd accept a 
job v.rithout health benefits or without a pension plan. The bottom half of 
Table 1 shows the mean responses to these questions. The average yearly 
earnings differential needed to make workers indifferent between a job 
with and without health, life, and pension benefits (Q26) was $7182 for 
those employed. The average value of existing health benefits for those 
receiving these benefits was $4250 and those receiving pensions valued this 
benefit at $5336. Although workers placed a higher average value on pen
sions than on health benefits (e.g., Q23 and Q25), health benefits were by 
far the most important fringe benefit when all respondents were asked to 
identify the most important fringe benefit; 70% of employed respondents 
ranked health benefits first, and only 1 1% ranked pension benefits the 
most important fringe benefit. Finally, more respondents were willing to 
accept a job without a pension (64%) than without health benefits (45%). 

Empirical Results 

Compensating wage theory predicts workers without fringe benefits are 
v\r:illing to give up less in wages to obtain a certain level of fringe benefits than 
the wage increase comparable workers would require to voluntarily give up 
the same benefits. To test this hypothesis I estimated the follov.ring equation: 

( I )  VFB = X� + a, HI + a2 PEN + £  

The value of fringe benefits, VFB, is equal to the answer to Q26. X is a 
matrix of the following human capital and demographic variables: marital 
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FIGURE 2a 
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status, education, number of kids, a cubic in age, gender, race, and geo
graphic location. HI and PEN are dummy variables equal to "1" if the person 
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FIGURE 2c 
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has, respectively, health insurance and pension benefits through his/her 
job. The theory predicts a, > 0 and a2 > 0. 

Columns 1 and 2 of Table 2 report estimates of the responses to Q26 
explained only by the health and pension dummy variables. These models 
simply summarize the mean difference in the value of these benefits for 
workers with and without health and pension benefits. Comparing the 
columns shows the importance of correcting for the severe right censoring 
of responses at $9997. The average value of employer-provided health, life, 
and pensions benefits for those with and without health and pensions ben
efits is substantially understated in the OLS estimates because they do not 
adjust for the understated value of fringe benefits for those individuals \vith 
right-censored responses. Assuming £ is normally distributed with a con
stant variance, the Tobit estimates correct this problem. The Tobit estimate 
of the value of the three fringe benefits was $6473 for those workers \vith
out health and pensions benefits. \i\/orkers with only health benefits valued 
these fringes at $84.53; workers with only pension benefits value the bene
fits at $9233, and the value of these benefits to workers with both health 
and pensions benefits was 73% (4740/6473) greater relative to those work
ers with neither health nor pension benefits. 

Column 3 shows the Tobit estimates for a, and a2 for the entire 
employed subsample when human capital and other demographic controls 
are included in the model. The sample size changes from columns l and 2 
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because any observation with a missing value for one of the variables was 
excluded. The parameter estimates on the standard earnings variables in 
the model are comparable to those obtained in a standard earnings regres
sion and are not reported or discussed due to space limitations.6 The results 
are strongly consistent with the prediction that workers sort themselves into 
jobs with and without fringe benefits based on the value they place on 
these benefits and the cost trade-off between wages and fringe benefits; 

TABLE 2 
Estimates of the Value of Fringe Benefits 

Dependent variable = Q26 or the dollar Dependent Variable = Q23 or 
value of pensions, health, and life the dollar value of health 

Variable insurance benefits for those with health 
benefits 

( l )  (2) (.3) (4) (5) (6) (7) 

Constant 6473 5406 3235 
(282) (299) (398) 

Has health 1980 1180 2055 1 172 
benefits (=1 )  (736) (378) (828) ( 1004) 

Has pension 2760 1383 2461 2230 
benefits ( = l )  (580) (302) (699) (704) 

Has HI benefits 1222 
and ranks HI  (81 1) 
most important 
hinge benefit 

Has pension and 2695 
ranks pension (1386) 
most important 
fringe benefit 

Yearly .507 .529 .612 
employer (. 164) ( .161) ( . 183) 
contribution 
toward health 
benefits 

Controls' No No Yes Yes No Yes Yes 
cr 
R' or Log L -3127.2 .088 -2500.64 -2498.49 - 1812.8 .097 - 1490.7 
N 608 608 507 507 217 183 183 
Estimation Tobit OLS Tobit Tobit Tobit OLS Tobit 
method 

• Models with controls include the following variables: three marital status variables, age, 
age', age', number of kids, female, five education dummies, three race dummies, three region 
dummies, urban and suburban dummy. 

Standard errors are in parentheses. 
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workers with health and pension benefits value these benefits more than 
workers found on jobs without these benefits. The column 3 estimates 
show workers with health benefits value health, life, and pension benefits 
$2055 more than workers without health benefits, and those with pension 
benefits value fringes $2461 more than employed workers without pension 
coverage. The predicted value of fringes for a 43-year-old married, white 
male with a high school education living in a suburb in the northeast and 
lacking both health and pension benefits is $6414. The value of the fringe 
benefit package to a comparable worker with health benefits is 32% higher 
( 2055/6414), and for a worker with pension benefits the value is 38% 
(2461/6414) greater. A comparable worker with both health and pension 
benefits values these benefits 70% higher than the worker without these 
benefits. 

Column 4 uses information on whether or not health or pension bene
fits were the most important fringe benefit to the respondent. The two 
variables in rows c and d are dummy variables equal to " l "  for those work
ers with the fringe benefit that also ranked it most important. Compensat
ing wage theory suggests the slope of the indifference curve describing the 
trade-off between wages and these fringe benefits is greater among work
ers that rank these benefits more highly. The Tobit results in column 4 con
firm this prediction with respect to pensions (l tail test, .05 significance) . 
For health insurance, the coefficient has the correct sign, but is not statisti
cally significant at the .05 level. 

An additional confirming test of compensating wage theory is possible 
using Q23 which was asked only of those workers that receive health bene
fits. This question asks the wage increase these workers would require to 
voluntarily give up their specific health benefits. It is reasonable to predict 
that workers with more generous fringe benefit packages who are located 
further down the budget constraint in Figure l value these benefits more 
than workers with less generous fringe benefit packages who are located 
further up the budget constraint. Thus workers found on jobs where the 
employer pays more for health benefits will require a larger wage adjust
ment to give up health benefits compared to workers found on jobs where 
the firm pays less in health benefits .7 This hypothesis was tested using a 
question on the survey (Q22) which asked workers that currently received 
health benefits to estimate their employer's contribution to health bene
fits." Unfortunately, only 183 workers were willing to provide an estimate of 
these costs.9 

The last two columns of Table 2 report the OLS and Tobit estimates 
using Q23 as the dependent variable. The same set of control variables that 
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were used in analyzing Q26 were also used in these models. A smaller pro
portion of these respondents were top coded relative to Q26, and as a 
result, the bias in the OLS estimates is smaller but still substantial ( 15% 
too low). Despite the substantial measurement error that is likely to be 
included in the estimate of employer health benefit costs, the coefficient 
on this variable is positive and highly significant; for every dollar increase 
in the employer's cost of fringe benefits, the predicted wage increase work
ers required to give up these benefits increases by $.61.  

Conclusion 

The results from this study are consistent with the standard model 
explaining the observed distribution of fringe benefits in the labor market. 
Those workers found on jobs with health and pension benefits place a higher 
value on these benefits than workers that accept jobs without these benefits. 
This conclusion is based on a comparison of the responses from those with 
and without health and pension benefits to a set of hypothetical questions 
asking workers to value jobs with and without fringe benefits. These results 
confirm the usefulness of combining perceptual data with worker behavior 
to further our understanding of how labor markets operate. 

Endnotes 
1Studies that have found a trade-ofl include Ehrenberg ( 1980) and Montgomery and 

Shaw (1992). 
2This test differs from the usual test of the wage-fringe benefit trade-off which would 

attempt to compare point B 1  for worker B with A1 for Worker A. 

�hese data are from the Gallup/EBRI survey No. 23 and are available from the 
Roper Center for Public Opinion Research at the University of Connecticut. 

4Unfortunately, the survey does not distinguish between health insurance through 
own job and health benefits through a spouse's employer. This is an important distinc
tion, especially for married women. See Olson (1993). 

s.rhe independent variables included Q23 and Q25 and two dummy variables indi-
cating if the responses to these questions were top coded at $9997. 

"The estimates are available from the author upon request. 
'Referring to Figure 1, this prediction assumes U'(vV), > U'CW)c where FB < FBc. 

8Q25 cannot he used in this analysis because no question was asked regarding the 
cost of pension benellts or the structure of pension plan benefits. Thus it was not possi
ble to identify workers with more generous pension plans. 

9It is interesting to note that even with the vel)' rapid increase in health care costs, 
only 43% of those employed workers receiving health benefits were willing to provide an 
estimate of the cost of these benefits to their employer. This suggests employers have 
not done a good job of communicating the cost of health benefits to workers. 
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Does American Profit Shari ng 
I ncrease F i rm Profits? 

SEONGSU KIM 
University of California, Los Angeles 

Profit sharing1 has been found to increase worker productivity in a 
number of studies (Bradley and Estrin 1992; Kruse 1992; Mitchell, Lewin, 
and Lawler 1990; Cable and Wilson 1990; Wadhwani and Wall 1990; Conte 
and Svejnar 1988; FitzRoy and Kraft 1986, 1987). It is remarkable that the 
positive effects of profit sharing are found consistently across various stud
ies where different data sets and empirical procedures were used. 

Whereas we have voluminous evidence that profit sharing increases 
worker productivity, there is a dearth of studies regarding plan effects on 
firm profits, a bottom-line measure of firm performance. In light of 
increased interest and studies regarding the impact of human resource 
policies on firm profitability (Lewin 1991; Kleiner et a!. 1987), profit-shar
ing research is still lacking evidence as to the plan effects on firm profits. 
In this paper I try to fill the void by studying the relationship using a data 
set of 183 firms in the U.S .  I employed three simultaneous equations mod
els to address the endogenous nature of profit sharing and investigate the 
two-way relationship between profit sharing and profitability in the U.S .  
Results show that profit sharing doesn't improve firm profits. One impor
tant explanation is that American profit sharing is an efficiency wage 
scheme: as an add-on to the regular wage, profit sharing boosts productiv
ity, but the increased labor costs may outweigh productivity gains. This is 
weakly supported in a follow-up analysis. 

Theory and Literature 

Profit-sharing schemes are thought to raise employee productivity in 
several ways. First, profit sharing is claimed to elicit worker effort by link
ing part or all of compensation to firm performance. Workers have incen
tives to work harder because their pay depends on company profits. A 

Author's Address: Anderson Graduate School of Management, University of Califor
nia, 405 Hilgard Avenue, Room 5249A, Los Angeles, CA 90024- l 41i l .  
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potential weakness of this argument is the possibility of the free rider 
effect: workers may not put forth effort as expected, since an individual 
receives only 1/n of the extra profits generated by his effort. On the other 
hand, proponents of profit sharing claim that the free rider problem can be 
defeated as the profit-sharing "games" are repeated over time (Weitzman 
and Kruse 1990). Workers would learn to expend effort together and see 
the advantages of cooperative behavior over the inferior equilibrium of 
free riding. Peer monitoring is another reason that profit sharing may 
defeat the free rider problem and elicit worker effort (FitzRoy and Kraft 
1986). Workers are often in a better position than managers to monitor 
each other. Also, workers can sanction violators of profit-sharing games 
more effectively than managers under certain situations. 

Second, profit sharing may enhance overall organizational efficiency by 
increasing the flow of information within the company (Kruse 1992). Par
ticipants of profit-sharing plans are more likely to share technological infor
mation with the management instead of hiding it to increase piece rates or 
maintain job security. Also, they will be more willing to accept the intro
duction of new technology which improves productivity. 

Third, profit sharing may boost worker productivity as a flexible wage 
scheme (FitzRoy and Kraft 1992; Bradley and Estrin 1992). The efficiency 
wage hypothesis is different from the two arguments above in that it 
assumes profit sharing to be an add-on to regular wages rather than a sub
stitute. In the U.S . ,  profit sharing has long been thought to be an addition 
to regular wages: "Effective profit sharing must ordinarily presuppose the 
payment of the full going rate of wages to participants . . . .  The object . . .  is 
to induce a special degree of effort, efficiency, cooperation, or some other 
desirable result not usually obtainable by the payment of a flat wage. Obvi
ously these special results cannot be expected unless the rewards which 
call them forth can be counted on to exceed the regular and usual wage'' 
( Burritt et a!. 1918). Recently, Mitchell, Lewin, and Lawler ( 1990) found 
that cash profit-sharing arrangements tend to increase rather than substi
tute for total compensation in the U.S .  

Economic theory suggests at least four benefits of efficiency wages. 
First, if profit shares raise total compensation, workers would stay longer 
with the firm, since outside alternatives become less attractive. Firms then 
experience reduced turnover costs. Also, workers would invest more in 
specific human capital, other things being equal. Second, paying profit 
shares on top of regular wages may raise workers' effort level. Since the 
cost of job loss is increased due to profit sharing, workers have incentives 
to show good performance. Third, raising compensation may promote 
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worker loyalty to the firm. Though the loyalty notion is not well captured 
by the traditional utility functions, increased loyalty is thought to raise 
worker productivity. Akerlof ( 1984) provides a model where the loyalty 
hypothesis is explained by "gift exchange" between workers and the man
agement. Finally, firms may attract higher quality applicants by raising 
compensation through profit sharing. Firms then would be able to recruit 
more productive workers. 

Three arguments above suggest that profit sharing can increase worker 
productivity either as a substitute for or as an addition to the regular wage. 
Limited evidence shows that the plan raises total compensation in the 
U.S.," indicating the add-on nature of profit sharing. If profit sharing is a 
kind of efficiency wage, it would increase both productivity and labor costs. 
If the productivity gain is not large enough to overcome the labor cost hike, 
profit sharing may lower firm profits (Blinder 1990) .  

Theory and business practices show that profit sharing and profitability 
influence each other. Their relationships thus need to be studied in a 
s imultaneous equations setting ( Ehrenberg 1990; Ehrenberg and 
Milkovich 1987). Using data on German metalworking firms, FitzRoy and 
Kraft ( 1987) estimated simultaneous equations systems to explain this rela
tionship. They found positive effects of profit sharing on profitability and 
no feedback from high profits to profit sharing. No such study, however, 
was done on the U.S. profit-sharing plans. 

Data 

This study combines three data sets: Columbia Business database, 
Standard and Poor's Industrial Compustat database, and the Form 5500 
pension database. 

The Columbia Business data set was constructed from survey responses 
of 495 business units. 3 The questionnaire was originally mailed to more 
than 7,000 business unit executives by a team of researchers at Columbia 
University's Graduate School of Business.' These units (the same as Com
pustat business lines) were asked to report extensive information on their 
internal human resource policies for the years 1986-87 (Mitchell et a!. 
1990). The survey questionnaire ran 29 pages and asked for information on 
the eight key areas of human resource policies and practices: human 
resource planning, job design and analysis, employee involvement and 
communications, employee relations/union relations, selection and staffing, 
training and development, performance appraisal, and compensation. 

For information on financial status and profit-sharing plans of firms, 
Compustat and Form 5500 data were used. Exact company matches were 
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made using the CUSIP number (Columbia and Compustat data sets) and 
the IRS Employer Identification Number (Compustat and Form 5500 data 
sets). 

Compustat consists of a computerized database of financial, statistical, 
and market information on publicly traded companies. This study relies on 
the 1986 annual data for 13,795 companies. Compustat provides informa
tion on return on investment, labor expenses, R&D expenses, firm size, 
and industry classifications. Firm-level information from Compustat and 
the Columbia data sets are matched to that from the Form 5500 data set, 
which contains information on all corporate pension plans including profit 
sharing. In this study the number of workers participating in the plans, 
employer contribution to profit-sharing trusts, and the year in which the 
plans were set up were used for analysis.  Descriptive statistics of these vari
ables are reported in Table 1 .  

Firms were required to file Form 5500 with the U.S .  Department of 
Labor after the Employee Retirement Income Security Act (ERISA) of 
1974 was passed. Since the Form 5500 data deal with deferred profit-shar
ing plans only, cash plans-4.2% of all profit-sharing plans (Profit Sharing 
Council of America 1987)-are not included in the data. It is possible that 
the deferred nature of the profit share could reduce employees' motiva
tion. On the other hand, the deferred sharing may elicit worker effort since 
much of the deferred shares are invested in the employees' own company. 
In 1986, 37.4% of the plan assets were invested in the company's stock 
(Profit Sharing Council of America 1987). Another feature of deferred 
profit-sharing plans is that some plans are not directly linked to firm prof
its. The Form 5500 database does not contain information regarding which 
plans are directly linked to profits through formula and which plans are 
not. An independent survey shows that about 45.7% of profit-sharing plans 
do not have a specified formula (Profit Sharing Council of America 1987). 
Even for the plans without formulas, profit-share payments are not neces
sarily independent of profitability since they usually vary with firm perfor
mance (Kruse 1991 ;  Perry and Kegley 1990:35). 

Despite some limitations in the three data sets used in this study, they 
constitute a rich source of detailed information on profit-sharing plans, 
financial status, and human resource policies of firms. 

Empirical Specification 

Matches with 183 firms were made by merging three data sets. For a 
profitability measure, return on assets (ROA) is used.' The average ROA 
for 107 firms with profit-sharing plans is 4.3%, but only 1 .6% for 76 firms 
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TABLE l 

Description of Variables 

Model l Model 2 Model 3 

Variables Definition Mn SD Mn SD Mn SD 

ROA Return on assets (%) 3.148 5.882 3.148 5.882 2.3 1 1  6.373 
PSI Dummy for profit sharing (0-1) 0.585 0.494 
PS2 Percentage of workers covered 25.40 28.00 

by profit sharing plan (%) 
PS3 Percentage oflabor costs 0.19 0.52 

distributed to profit-sharing 
trusts (%) 

LI ROA ROA of 1985 (%) 3.508 8.215 3.508 8.215 3.542 6.303 
AGE Age of profit-sharing plan (year) 7.410 1 1 .415 7.410 1 1.415 2.644 7.601 
R&D Research and development 82.91 1  358.710 82.91 1  358.710 60.175 161.307 

expenses ($ million) 
LIR&D R&D of 1985 ($ million) 75.725 316.257 75.725 316.257 .55.870 167.913 
L2R&D R&D of 1984 ($ million) 71 .943 292.6.55 71.943 292.6.55 53.070 1 73.439 
SIZE Assets ($ million) 2205.363 8225.976 2205.363 8225.976 2906.031 9312.511 
EP Economic participation 1.044 0.776 1.044 0.776 1.067 0.818 

index (0-4) 
UNION Dummy for union (0-1) 0.339 0.475 0.339 0.475 0.333 0.474 
NEP Noneconomic 7.694 6.213 7.694 6.213 7.156 6.1 19 

participation 
index 

IS Intensity of 1.503 0.619 1.503 0.619 1.567 0.582 
supervision 
index (0-2) 

LC Labor cost 2.803 1.856 2.803 1.856 2.744 1.796 
pressure index (0�) 

F!JR Fringe benefit 7.885 1.746 7.885 1 .746 7.822 1.605 
richness index (0-8) 

FHR Formality of human 4.311 1 .880 4.31 1 1 .880 4.378 1.821 
resource practice 
index (0-8) 

SHR Status of human re- 4.821 2.031 4.821 2.031 4.763 2.094 
source function index 

SIC! Dummy for agriculture, 0.011 0.104 0.011 0.104 0.011 0.105 
forestry, fisheries (0-l) 

SIC2 Dummy for mining and 0.016 0.127 0.016 0.127 0.033 0.181 
construction (0-1) 

SIC3 Dummy for durable 0.443 0.498 0.443 0.498 0.289 0.456 
manufacturing (0-1) 

SIC4 Dummy for nondurable 0.186 0.390 0.186 0.390 0.178 0.384 
manufacturing (0-1) 

SICS Dummy for transpor- 0.093 0.291 0.093 0.291 0.167 0.375 
tation. communication, 
utilities (0-1) 

S1C6 Dummy for wholesale 0.093 0.291 0.093 0.291 0.133 0.342 
& retail trade ( 0-1) 

S!C7 Dummy for finance, 0.033 0. 179 0.033 0.179 0.033 0.181 
insurance. real 
estate ( 0-1) 

SIC8 Dummy for seiVices 0.126 0.332 0.126 0.332 0. 156 0.364 
(0-1) 

Sample size 183 183 90 
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without profit sharing, suggesting a causal relationship between profit shar
ing and profitability. The equations system consists of an ROA equation 
and a profit-sharing equation: 

( 1 )  ROA=<X0+<XlS+<X2R&D+<X3LlR&D+<X4L2R&D+a,;FHR 
+<X6SHR +�IS+<X8SIZE +� UNI 0 N +<X10LC+<X11 EP 
+<X12NEP+<X13FBR+<X14SIC+£1 

(2) PS=Po+P1R0A+P2LlROA+P3AGE+P4SIZE 
+P5UNION +P6LC+P7EP+P8NEP+P9FPR+P10SIC+£2• 

(See Table 1 for definitions and descriptive statistics of the variables. )  The 
effects of profit sharing on ROA are studied in the first equation and the 
feedback from profits to profit sharing is studied in the second equation. 
The equations system was estimated using three different measures of 
profit sharing: a profit-sharing dummy (PS1) ,  percentage of employees par
ticipating in the plan (PS2), and the percentage of labor expenses distrib
uted to profit-sharing trusts (PS3). Following FitzRoy and Kraft (1986), a 
simultaneous weighted least squares (WLS)-Logit method was employed 
to estimate Model 1 where PS1 was used for profit sharing (Model 1) :  a 
simultaneous WLS-Tobit method was em� ''Jyed for Model 2 and Model 3 
where PS2 and PS3 were used respectively. 

Discussion 

Four different versions for each model were estimated because a 
simultaneous equations model is sensitive to small changes in the specifica
tion. In total, 12 sets of equations were estimated for the three models, and 
results indicate that the profit-sharing variable was positive and significant 
only two times at the 5% or 10% level. Results are reported in Table 2 (one 
version for each model is reported due to lack of space). The same analyses 
were conducted using return on investment (ROI) as a profitability mea
sure instead of ROA (not reported here). Again the coefficient of profit 
sharing was positive and significant in only 2 out of 12 equations at either 
the 5% or 10% level. Given these results, I conclude that the effects of 
profit sharing are not strong enough to raise firm profitability in the U.S. 

In contrast, there is a lot of evidence for the positive effects of the plan 
on worker productivity. For several reasons those effects don't seem to 
carry through to firm profits. As mentioned earlier, one important explana
tion comes from the "efficiency wage hypothesis" where profit shares are 
thought to be an add-on to regular wages and, therefore, play the role of 
efficiency wages (FitzRoy and Kraft 1992). By raising labor costs, however, 
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profit sharing may outweigh increased productivity. The effects of profit 
shares on labor costs was explained with a regression equation: 

L=<X+ PPS +"Ly;Z; +£.,, 

where L, ln (total labor expenses/number of employees), was regressed on 
PS, employer contributions to profit-sharing trusts/number of employees, 
and Z;, other variables that affect labor expenses. Z; variables include total 
assets (SIZE), a dummy for union status (UNION), and four index vari
ables used before: economic participation (EP), noneconomic participation 
(NEP), fringe benefit richness (FBR), and labor cost pressure (LC). Indus
try dummies were also used. Results are reported in Table 3. A slightly dif
ferent specification of the wage equation was also estimated and reported 
next to it. 

Results of the first regression equation show that profit sharing (PS) 
raises total labor expenses significantly at the 1% level, which confirms the 
"gravy" view of profit sharing. However, the second regression shows that 
the coefficient of profit sharing, although positive, is not statistically signifi
cant. These results do not strongly support the add-on nature of profit 
sharing, but they suggest a possibility that the plan increases labor costs. 

At the macroeconomic level, the add-on nature of "real-life" profit shar
ing makes one question the effects of "ideal" plans claimed by Weitzman 
( 1984). For example, Wadhwani and Wall (1990) dispute Weitzman's claim 
that profit sharing has anti-inflationary effects because of the labor cost hike 
induced by the plan. Their study also found that British profit sharers 
exhibited larger employment responses to variations in industrial output 
than did nonsharers, which is contrary to Weitzman's prediction. For Amer
ican plans, Kruse (1991 )  found that profit sharing stabilized employment in 
the manufacturing sector, but not in the nonmanufacturing sector. At the 
moment we don't have sufficient evidence regarding macroeconomic 
effects of profit sharing, and the existing evidence is mixed at best. 

Another reason that profit sharing is not found to raise profitability 
might be that accounting profits are affected by factors other than changes 
in efficiency. Profit sharing then may not be found to have positive effects 
on firm profits, although it actually does. Still another possibility is that the 
incentive effects of profit sharing did not work as critics argued. Free rider 
problems , dilution of management rights, and other reasons may have 
made profit sharing ineffective. However, the majority of evidence rejects 
this possibility. 

Finally, regarding the effects of profits on profit sharing, the three mod
els give us some new findings. Model l indicates that profitability negatively 
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TABLE 2 

Model l ,  Model 2, and Model 3 

Model l 

ROA (WLS) PSI (Log!t) 

Constant -7.1388 (9.5184) 0.8534 ( 1 .1354) 
ROAl -0.2443" (0.1417) 
LlROA 0.0636 (0.0430) 
AGE 
PS 18.0906 ( 16.9718) 
R&D 0.1184"" (0.0485) 
LlR&D -0.1853"" (0.0641) 
L2R&D 0.0525 (0.0376) 
FHR 0.6494 (0.4060) 
SHR 0.7891" (0.4711) 
IS -3.6756 (1.8269) 
SIZE ().()001 (0.0002) 0.0000 (0 0000) 
UNION 3.1663 (2 1 138) -0.2215 (0.4365) 
LC -0.765o·· (0.2750) -0.1108 (0.1248) 
EP 0.2931 (0.9615) -0.2256 (0.2575) 
NEP 0.2389° (0.1389) -0.0195 (0.0342) 
FBR 0.4991 (0.3358) -0.0763 (0.1 153) 
SIC a a a a 
II' 0.1640 
Log likelihood -96.6270 

for nonnal 

N 183 183 

Model 2 

ROA (WLS) PS2 (Tobit) 

Constant 2.3219 (4.5871) -0.3405 (0.3226) 
ROAl 0.0396 (0.0241) 
LlROA -0.0156"" (0.0069) 
AGE 0.0124"0 (0.0031) 
PS 1.5764 (2.8053) 
R&D 0.0692" (0.0267) 
LlR&D -0.1414"" (0.0546) 
L2R&D 0.0588 (0.0344) 
FHR 0.3211 (0.3029) 
SHR 0.3538 (0.2527) 
IS -1.8585 (0.9916) 
SIZE 0.0000 (0.0001) 0.0000 (0.0000) 
UNION 1.2677 (1.0584) -0.1307° (0.0705) 
LC -0.7161°0 (0.2714) 0.0249 (0.0208) 
EP -0.5202 (0 6522) -0.0129 (0.0450) 
NEP 0.1195 (0.0847) -0.0054 (0.0055) 
FBR 0.2556 (0.3111)  0.0470"" (0.0193) 
SIC a a a a 
II' 0. 1600 
Log likelihood -78.4910 

for logistic 

N 183 183 
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Constant 
HOA1 
Ll HOA 
AGE 
PS 
H&D 
LlH&D 
L2H&D 
FHH 
Sl!R 
IS 
SIZE 
U N ION 
LC 
El' 
N E!' 
FBR 
SIC 

H' 
Log likelihood 

for logistic 

N 

Constant 
l'S 
SIZE 
UNION 
NEP 
EP 
FBR 
LC 
SIC 

R' 
N 

'Significant at pdl. !O 
"Signillcant at pdl.OS 

IRRA 46TH ANNUAL PROCEEDINGS 

3.709(1 

132.8000 
0.2538" 

-0.4789'' 
0.2221" 

-0.4900 
-0.2847 
-0.473(1 
0.0001 
0.1785 

-0.0457 
- 1.57(10 
0.1084 
0.9289 
a 

0.4720 

90 

TABLE 2 (Continued) 

Model 3 

HOA (WLS) 

(6.7944) 

( 103.6.'308) 
(0.0(108) 
(0.0900) 
(0.0479) 
(0.4828) 
(0.6089) 
( 1.5404) 
(0.0001) 
( 1.8354) 
(0.4289) 
( 1.0722) 
(0. 1374) 
(O.fi128) 

a 

TABLE 3 

·wage Regressions 
(Standard E rror) 

PS3 (Tobit) 

-0.0283' '  
0.0013 

-0.0003 
0.0010" 

0.0000 
-0.0061 
0.0017 
0.0004 
0.0001 
0.0001 
a 

34.5500 

90 

Dep. Var. = 1 n (labor expenses/number of employees) 

(0 0138) 
(0.0009) 
(0.0009) 
(0.0002) 

(<l.OOOO) 
(0.0052) 
(0.0012) 
(0.0030) 
(0.0004) 
(0.0015) 

a 

He)(ression 1 Hegression 2 
3.219.5 
0.240(1" 
0.()000" 

0.303 

247 

(0.44fi2) 
(0.0379) 
(0.0000) 

a. Controls for eight industries. 
h. Controls lin three industries. 

2.2900" 
0.3492 
0.0000 
0.1282 

-0.0239 
-0.0052 
0.0947 
0.0067 
b 

0.976 

17 

(0.3993) 
(0.3278) 
(<l.OOOO) 
(0. 1608) 
(0.0324) 
(0. 1228) 
(0.0593) 
(0 0389) 
h 
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affects the existence of profit-sharing plans. For the reasons discussed ear
lier, less profitable firms seem to have adopted profit-sharing plans. Model 
2 suggests that plans in the profitable firms don't necessarily cover more 
workers. Instead, as firms gain more experience with the plan, the cover
age is found to grow significantly. Though profit sharing does not boost 
profits, firms may expand it to more workers for motivational or symbolic 
effects. Finally, Model 3 shows that as firms become more profitable, the 
weight of profit shares in the labor costs get larger. This is expected since 
profit shares are explicitly or implicitly related to firm profits. Again, the 
age of the plan is found to significantly increase the weight of profit shares 
in the total compensation package. All in all, the usage of profit-sharing 
plans is found to be heavily affected by firm profits. 
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Endnotes 

1In this paper, profit sharing is broadly defined as a plan that links part of employee 
compensation in a certain period to the profitability of the company in that period. 
Three basic forms of American profit-sharing plans are cash, deferred, and a combina
tion of cash/deferred plans. 

2See Mitchell et al. (1990). For evidence on British and German profit-sharing plans, 
see Wadhwani and Wall (1990), and FitzRoy and Kraft (1986). 

3For more information on the smvey, see John Thomas Delaney, David Lewin, and 
Casey Ichniowski (1988). Human Resource Management Policies and Practices in Ameri
can Firms, Columbia University, Graduate School of Business, Industrial Relations 
Research Center, September. 

4Mitchell et al. ( 1990) report an initial response rate of 11%. Eliminating unusable 
responses brought the rate down to 6.5%. Although this rate was low, it was not surpris
ing because of the extensive information requiTed by the questionnaire. Original 
researchers report that analysis of the compustat i� cnnation on nonrespondents did not 
suggest any bias in the sample obtained. 

5Another widely used measure of profitability is return on investment (ROI). I did an 
analysis with regard to ROI also. Results are discussed later. 
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The purpose of this paper is to examine how differences in wage
replacement benefit structures in workers' compensation can affect costs. 
There are two reasons why this is an important question. First, workers' 
compensation costs have been growing rapidly over the past decade, 
becoming an increased share of payroll costs and a cause for concern for 
policymakers. One policy response to rising costs is to reduce wage-replace
ment benefits . In fact, one state-Massachusetts-recently dropped its 
statutory wage-replacement rate. The rationale for this policy decision was 
that a lower wage-replacement rate would both directly and indirectly 
reduce indemnity costs. The direct effect would be a drop in average cost 
per claim, assuming neither the number nor duration of claims changed. 
The indirect effects arise out of what is termed the "moral hazard" problem, 
where the simple presence of benefits induces their usage (Butler and Wor
rall 1985; Worrall and Butler 1985; Dorsey and Walzer 1983). 

Moral hazard effects can take several forms in workers' compensation. 
The version that is relevant here occurs because employers are unable to 
assess the legitimacy and/or severity of any given employee's injury with 
perfect accuracy, while the employee has more complete information. The 
employee can exploit this lack of employer information by either making a 
false claim or exaggerating a genuine injury. The Massachusetts reform is 
based in part on the expectation that both the number and duration of 
claims will fall as benefit levels fall relative to wages. 

The second reason for exploring this question is that the U .S .  has 
recently entered into a free trade agreement with Canada (FTA) and is 
negotiating with M exico for a continentwide free trade agreement 
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(NAFTA). Although the major impact of these agreements is expected to 
be the freer exchange of goods and services, another effect will be that 
Canadian, U.S., and Mexican firms will be less constrained by international 
borders in their plant location decisions. One factor that will be part of the 
location decision will be relative labor costs in competing locations, and 
one component of labor costs is workers' compensation insurance. 

One prediction made by observers of both the FTA and NAFTA is that 
there will be pressures to "harmonize" a variety of economic and social prac
tices (Burton 1989). The expectation has been that these pressures would 
arise from the marketplace: as product market competition intensifies, firms 
will be forced to adopt more "competitive" practices in order to stay in oper
ation.1 While this may be true for wages and prices, in some cases, the pres
sure for harmonization will be as much a political as an economic decision. 
Workers' compensation is an example of a politically determined aspect of 
the cost of labor: benefit eligibility and levels are mandated by law. 

The focus of this paper is an examination of how the features of the 
workers' compensation benefit structures in Michigan and Ontario affect 
the respective costs of workers' compensation in these two jurisdictions. 
These bordering jurisdictions were chosen because they are likely to be 
among those states and provinces that will experience harmonization pres
sures in workers' compensation. The purpose of this comparison is to gain 
some insight into the question of the degree to which differences in the 
cost of indemnity payments in workers' compensation costs can be attrib
uted to differences in benefit structure. 

The data used in this analysis are from a multinational firm with opera
tions on both sides of the border. By using plant-level cost data from a sin
gle firm, many of the important features that can affect workers' compen
sation costs, such as production process, corporate safety policies, human 
resource practices, and quality of industrial relations can be controlled for 
and permit the analysis of the effect of the two statutes on costs.2 

In the next section of the paper is a discussion of the features of the 
benefit structure that are likely to affect costs.3 This is followed by a brief 
discussion of the differences in how the two systems are financed, which 
could also affect overall costs. A framework for the empirical analysis is 
then presented, followed by the results. 

Why Costs Might Differ 

The Benefit Structure 

The workers' compensation systems in the U.S. and Canada can be ar
rayed along a continuum from those that are entirely publicly administered 
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to those that are primarily private-sector systems with the government func
tion limited to oversight and dispute resolution. Michigan and Ontario are at 
opposite ends of this continuum. Ontario workers' compensation is adminis
tered by a government agency, the Workers' Compensation Board, which 
sets prices, collects premiums (taxes), investigates claims, administers bene
fits, provides rehabilitation services, and resolves disputes. Michigan, in con
trast, is an open competition state where private carriers individually deter
mine premiums, investigate claims, and pay benefits according to a 
statutorily set benefit rate. The workers' compensation state agencies in 
Michigan provide case oversight and a dispute resolution structure. 

The benefit structures of workers' compensation in Michigan and 
Ontario have several features in common including a statutorily fixed 
replacement rate and a maximum benefit level. However, an historic pref
erence for generous and comprehensive social welfare policies is reflected 
in Ontario's workers' compensation benefit structure (Weiler 1980). 

The Benefit Base 

Workers' compensation systems typically compensate injured workers 
in at least two ways: income replacement benefits for lost earnings and 
some type of impairment benefits for permanent injuries, referred to as 
scheduled loss or pension benefits. This analysis is limited to wage-loss 
benefits. Wage-loss benefit structures can be characterized by the follow
ing features: the benefit base, the statutory replacement rate, minimum 
and maximum benefits, and a waiting period. 

Michigan uses after-tax weekly earnings, averaged over the highest 39 
out of the previous 52 weeks, as the basis for benefit calculation. Overtime, 
premium pay, and bonus pay are included in lost earnings. According to 
statute, any employer-paid, nonwage benefit that is not paid during the dis
ability is included in the calculation of gross earnings. Benefits are equal to 
80% of this after-tax wage, subject to a maximum equal to 90% of the state 
average weekly wage (SAWW)-$427 in 1990. There is no minimum wage
loss benefit. There is a one-week waiting period from the day of injury 
before benefits begin. If the disability duration is more than two weeks, 
benefits are retroactively paid for that first week of lost earnings. 

Ontario also uses after-tax earnings as the benefit base. Overtime earn
ings are not counted as part of the earnings base. That is probably the only 
feature of the benefit calculation that is less generous than the Michigan sys
tem. Employer contributions to nonwage benefits, such as health insurance, 
life insurance, and pensions, are not included in the earnings base. However, 
under Bill 162, the most recent reform effort in Ontario, employers are 
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required to continue their contribution to these insurances for up to one 
year after the date of injury. There is no waiting period in Ontario. 
Employers are required to pay full wages for the day of injury, then begin 
benefits with the first day of lost wages. 

The Ontario base benefit is equal to 90% of the after-tax wages. Rather 
than specify a maximum dollar benefit, there is a ceiling on gross earnings 
that are "covered" under workers' compensation. The 1990 earnings ceiling 
was $38,500. Under Bill 162 the maximum was increased to 140% of the 
provincial average industrial wage (AIW) in January 1991, then to 175% in 
January 1992.4 Since 1985, individual average earnings have been indexed 
on January 1 of each year using the change in the consumer price index, 
and temporary total benefits are adjusted accordingly. The minimum 
weekly benefit is $257.13.5 

Analytical Framework 

The differences described above could have several plausible effects on 
the costs of workers' compensation to the employers in the two jurisdic
tions. It is clear that the Ontario benefit structure is more generous than 
that in Michigan with the absence of a waiting period, a higher statutory 
replacement rate, and a higher maximum benefit level. It can be argued 
that this more generous Ontario benefit structure is more likely to induce 
problems of moral hazard both in the form of frequency and duration of 
claims (Leigh 1985) .  This paper addresses two types of questions: the 
nature of the behavioral incentives provided by the benefit structures and 
the effect of those behaviors on costs. 

Beginning with the behavioral incentives, the absence of a waiting 
period in Ontario reduces the income loss associated with disability and so 
lowers the cost of making a claim relative to Michigan. Even those Michi
gan workers with access to other benefits (sick leave, STD, etc. ) should be 
less likely to make a claim since those benefits are finite and their use 
would represent a cost. Therefore one would expect the claims rate to be 
higher in the Ontario sample. However, once a Michigan worker has made 
a claim, the effect of the retroactive period would be to encourage extend
ing the claim past the end of the second week. The marginal benefit to a 
Michigan worker for staying off work for the last day of the second week 
would be almost twice that for a comparable Ontario worker. Therefore 
one would expect a higher proportion of Michigan claims with durations in 
excess of two weeks. 

The second question-the effect of these behaviors on costs-is 
exploratory. While it is likely that a more generous benefit structure will 
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cost more, the relative importance of the contribution of the different fea
tures to cost is less clear. To examine the effect of various features of the 
benefit structure on total indemnity costs, the following framework was 
used. Average costs per claim can be written as: 

( 1 )  
J 

TC/CL = L P G, 
)=I l J 

where TC is total indemnity costs, CL is total number of claims, Pi is the 
probability that a claim will fall into some disability duration category, j ,  
and C1 is the average cost of a claim with a duration in duration category, j 
for J duration categories. The average cost for a claim in each duration cat
egory can be written as: 

(2) 

where B1 is the mean benefit for claims in each duration category. Substi
tuting (2) into ( 1 )  yields: 

(3) 

It is assumed here that B, = B2 = .. B1 = B, the mean benefit level for 
the plant. Since P1 = CLjCL (where CL1 is the number of claims in dura
tion category j) , I:Pi = 1. Multiplying (3) by the total number of claims, CL, 
gives: 

(4) 

To capture the effect of there being no waiting period in Ontario and the 
retrospective period in Michigan, four different duration categories were 
considered: under one week (CL, ) ,  more than one week, but not more 
than two (CL2), over two weeks but no more than sixteen weeks (CL,), and 
more than sixteen weeks (CL.). 

In order to be able to examine the effects of the higher statutory wage 
replacement rates and maximum benefit levels in Ontario, mean benefit is 
proxied by: 

(5) B = 't1 + 't2YR + 't3CAN + 't4YRCAN + 't5MAX + 't6CANMAX, 

where YR is a trend variable ranging from 1 to 5 for the years 1986 through 
1990, CAN is a dummy variable equal to 1 if the plant is in Ontario and 
proxies the higher replacement rate in Ontario, YRCAN is an interaction 
variable between time and Ontario, MAX is the percent of claims at the 
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maximum benefit level, and, CANMAX is the interaction between MAX 
and CAN and serves as a measure of the effect of the higher maximum 
benefit level. Because there are no observations in the first duration cate
gory for Michigan in (4), the dummy and interaction variables for Canada 
are highly collinear with CL1• To address this problem, the fitted values of 
B, b, are substituted for B in (4). 

The data used in this analysis are from the administrative records of a 
single manufacturing firm with operations in both Michigan and Ontario. 
This analysis uses information from eleven plants, nine in Michigan and 
two in Ontario. The time period covered was from 1986 through 1990. 
There was a full-time series for the U.S. plants and four years for the two 
Canadian plants. The unit of observation is a single plant which is observed 
annually. Both frequency and duration of claims depend in part on a vari
ety of industry and firm-specific factors that can be controlled for by using 
plant-level data from within the same firm. The information in this data set 
included annual total indemnity costs, total annual claims by four duration 
categories, mean benefit level, and percent of claims where claimant 
received the maximum benefit, as well as some information about the age 
and function of each plant. Viewing each plant in each year as a single 
observation, sample size equalled 53. 

Results 

In order to determine if the absence of a waiting period raised the 
claims rate in Ontario, a dummy variable equal to 1 if the plant was in 
Canada or 0 if in Michigan was regressed on annual claims per person 
hours. Age of the plant as well as type of plant were control variables. The 
coefficient for Canada was large and significant (�=. 171, t=7.507), indicat
ing that the claims rate is significantly higher in the Ontario plants.6 A chi
square test of proportions was used to examine whether the distribution of 
duration of claims differed between the Michigan and Ontario plants. The 
chi-square statistic equalled 14.881 (df=2, 0.=.005), so the hypothesis of no 
association was rejected. Examination of the distributions showed that 
58.9% of the claims in Michigan fell into the 2- to 16-week category com
pared to 34.17% for Ontario. In addition, 55.43% of the Ontario claims 
lasted under two weeks, compared to 18.69% of the Michigan claims. 
Together these results suggest that employees are responding to the differ
ences in the waiting period/retroactive period policies in the two jurisdic
tions. 

Table 1 shows the results of the total cost regressions. The results in col
umn 2 are those from the regression used to derive the fitted mean benefit 
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values and provide information about how the benefit structure affects 
mean benefit levels. The coefficient for CAN, the dummy variable indicat
ing a plant is in Ontario, is positive and significant, suggesting that the 
higher statutory replacement rate in Ontario will increase the mean bene
fit. The positive coefficient for MAX, the percent of cases where the claim
ant is receiving the maximum benefit, should be seen as a measure of the 
wage structure: as would be expected, the higher the wages of the firm's 
employees, the higher the mean wage replacement benefit will be. That 
the interaction between the Ontario dummy variable and the maximum 
benefit level is negative and significant suggests that setting a higher maxi
mum benefit does not increase mean benefit levels. The positive coeffi
cient for the time trend indicates that the mean benefit has been increas
ing in both jurisdictions, and the lack of significance for the interaction 
variable between Ontario and the time trend indicates that benefits are 
growing at similar rates in both jurisdictions. 

The parameter estimates for the cost regression and the estimated elas
ticities are in columns 3 and 4. The most noticeable results are the negative 
coefficient and elasticity for duration under one week. Recalling that the 
initial specification of the framework was in terms of proportion of claims 
in each category and that the estimated regression was an arithmetic trans
formation of that, the negative coefficient should be interpreted as indicat
ing that an increase in the proportion of claims that are under one week 
will lower total indemnity costs, not that an increase in short-term claims 
will lower costs. Given that interpretation, because Ontario has no benefit 
feature comparable to a retroactive period, this suggests that Ontario work
ers are more likely to use their disability benefits for a shorter period, thus 
lowering costs. 

At the other end of the duration continuum, although the coefficient 
for the number of claims with durations in excess of 16 weeks is positive, it 
is not statistically significant. This raises an interesting question about what 
is driving the increases in workers' compensation costs. It is commonly 
noted that a small percent of cases make up a large share of costs. This 
result suggests that wage-replacement benefits are not an important con
tributor to the costs those types of cases incur. 

The coefficients for durations of one to two weeks and over 2-16 weeks 
are positive and significant. From the perspective of the Michigan benefit 
structure, this suggests workers extending their disabilities beyond two 
weeks does raise costs, although it does not raise costs as much as that first 
week of benefits (duration of one to two weeks in Michigan). From the 
Ontario perspective, this may indicate that once a disability goes beyond 
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TABLE 1 

Variable Means and Cost Regression Results 

(1 )  (2) (3) 
Mean Dependent Dependent 

(Standard Variable: Variable: 
Variable deviation) Mean Benefit Total Costs 

YR .'3.075 11 . 183° 0 
(1 .398) (.574) 

CAN . 151 104.810° 0  
(.361) (26.640) 

YRCAN .528 3.652 
(1 .339) (2.747) 

MAX .694 68.199°0 
(. 163) (5.985) 

CAN MAX . 135 -8 1.641°0 
(.329) (21.217) 

CL, 19.057 -15556.32°0 
(54.320) (2714.588) 

CL, 10.566 23993.23° 
(17.826) (9607.545) 

CL3 38.830 4836. 16° 0 
(52.677) ( 1616.51) 

CL, 15.226 2622.56 
(33.431) (1969.651) 

B°CL 55130.02 7.241°0 
(93321.03) (.577) 

Constant 301.787 
(4.581) 

Adjusted .968 .914 
R' 

Note: Standard errors are in parentheses in Col. 2 and 3. 
o o Significant at .OOl level; o Significant at .05 level. 
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(4) 
Elasticities 

-.396 

.339 

.251 

.053 

.625 

the first week, the advantages of having no special incentive to extend the 
disability are lost. A 1% increase in the number of cases of either duration 
will raise total indemnity costs by between approximately one-quarter to 
one-third of a percent. 

From a policy perspective, decisions about workers' compensation are 
frequently made based on anecdotal evidence. Several useful results 
emerge from this analysis. First, the structure of the Ontario system does 
increase costs. Higher wage-replacement benefits increase mean benefit 
levels, which in tum raise overall indemnity costs. Setting a higher maxi
mum, however, does not appear to contribute to a higher mean benefit 



68 IRRA 46TH ANNUAL PROCEEDINGS 

payment. Workers in Ontario respond to the absence of a waiting period, 
but when this occurs, it is not a contributor to total indemnity costs, and 
the absence of a retroactive period appears to encourage prompt return to 
work. Michigan workers appear to respond to the retroactive period by 
extending their time off from work beyond two weeks, which does raise 
costs. 

In terms of reforming the benefit structure to lower workers' compen
sation costs, these results suggest that a higher statutory replacement rate 
will raise costs, but that a higher maximum benefit will not. It also raises 
questions about the incentives associated with waiting and retroactive peri
ods. From the point of view of free trade agreements, it does appear that 
the more generous system of Ontario increases the costs of the system, and 
as competition increases, there may be pressure to reduce benefits either 
by instituting a waiting period or lowering the replacement rate. 
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Endnotes 

1 All of the costs of workers' compensation benefits may not be borne by employers. 
Moore and Viscusi (1990) use a compensating wage differential framework and find that 
U.S.  workers effectively pay for their ex-post workers' compensation benefits in the form 
of lower, ex-ante wages. Roberts and Hyatt ( 1993) use the Moore and Viscusi framework 
and conclude that the higher nominal benefits in Ontario are paid for in the form of 
lower wages by Ontario workers and that M ichigan workers receive higher wages in 
exchange for their lower (relative to Ontario) nominal benefits. 

2An important factor that cannot be controlled for is severity of injury; however, 
because this analysis takes place within a single flrm, it is likely that there is less variation 
in severity than would occur economywide. 

:Yrhe description of the Ontario workers' compensation system is based on informa
tion from the following sources: Dee, McCombie, and Newhouse ( 1987); Ison ( 1983); 
and the Workers' Compensation Board ( 1988, 1989a, 1989b). The description of the 
Michigan system is based on information from: State of Michigan ( 1989) and Welch 
( 1990). 

4This equaled $50,000 in January 1992. 
s.rhe effect of the difference in how the maximum is set is to make Michigan's bene

llt structure slightly regressive compared to Ontario's. In either system, once a worker 
exceeds the maximum, the proportion of after-tax earnings that are replaced declines. In 
Michigan (in 1990), a single earner with no dependents reaches the maximum beneflt at 
$41,236; a married worker with a working spouse and two children reaches the maxi
mum at $36,534; and a married worker with a nonworking spouse and two children 
reaches the maximum at $35,932. In Ontario a single earner with no dependents and a 
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salary at the maximum $38,500 will receive a weekly benefit of $526.60; a worker with 
two dependents would receive $530.50; and one with three dependents would receive 
$538.31-in other words, a structure where benefits increase (slightly) rather than 
decrease with need. 

Drhe adjusted r' = .76; the coefficient on age of plant was -.0009 (t=-1 .767), and the 
coefficient for one of the plant functions was significant (6=.067, t=3.622). 
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D ISCUSSION 

LAWRENCE M. KAHN 
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By prior agreement with the session chair, I will discuss Craig Olson's 
paper on the value of employee fringe benefits. This paper is a welcome look 
inside the black box of worker trade-offs between wage and nonwage aspects 
of employment. Its use of survey data allows us to estimate what workers' 
trade-offs are in a way that field data on wages and fringe benefits might not. 
While economists often place more trust in data on what people actually do 
(i.e., field data), surveys such as the one used here can add useful informa
tion and should be viewed as one form of evidence on economic theories. 

This paper is ambitious. Not only does it find out what workers are will
ing to pay to have fringe benefits (the idea that workers even have such 
trade-offs is a controversial one in the industrial relations field) . It also 
attempts to test the very intuitive idea from utility theory that those who 
have chosen a benefit such as health insurance or a pension are willing to 
pay more for it than those who have not chosen it (i.e., revealed prefer
ence) but who have the same budget constraint. 

The main findings support this hypothesis, and I find them quite 
believable. However, there are at least three competing hypotheses that 
are also consistent with the data. Further, in some cases these alternatives 
could be tested with additional survey data. First, in order to interpret the 
regression results, we must assume that those with and those without 
fringe benefits perceive the same generosity of package when they respond 
to the survey's questions. If those with health insurance or pensions have 
more favorable unmeasured productivity characteristics than those with
out, then the former may be assuming more generous packages than the 
latter. If this is the case, then the basic findings may not reflect revealed 
preference; instead, they may reflect the idea that everyone values more 
generous benefits more highly. This ambiguity could be cleared up by ask
ing respondents what they would be willing to pay for a given plan. 
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Second, it is possible that those with benefits learn to appreciate them 
in a way that those without them cannot. Thus those with benefits may 
place a higher value on them than those without because of such learning 
(of course, if those with health insurance learn that it is disappointing, they 
may value it less highly than otherwise). Third, the greater value placed on 
benefits by those who have them could reflect the endowment effect as 
discussed by Knetsch, Thaler, and Kahneman ( 1988). Specifically, it may be 
harder to give up something than to go without it in the first place. 

With additional survey data, it may be possible to distinguish the learn
ing effect from the endowment effect. For example, suppose one com
pared two people who currently do not have health insurance, but one per
son used to have insurance. Then valuation differences between the two 
might be due to learning but not due to the endowment effect, since nei
ther one currently has insurance. Further, if we compared people who 
used to have health insurance with those who currently have it, then we 
might be able to test the endowment effect while controlling for the learn
ing effect. Finally, it would be interesting to have longitudinal data that 
would allow us to determine whether a person's wil l ingness to pay 
increases after obtaining health insurance. 

While testing these alternative hypotheses would require additional 
data, the current data set would permit several additional interesting analy
ses. The author's discussion of married women implies that their willing
ness to pay may be less than men's, since the former are more likely to be 
covered by a spouse's policy from work than the latter are. De La Rica and 
Lemieux (1993) find evidence consistent with this idea, using field data 
from Spain. 

More generally, do different groups place a higher value on health 
insurance than others? Olson points out that many workers are not aware 
of the costs to the firm of health coverage. If this is true, then more highly 
educated workers may have a higher willingness to pay than others. In 
addition, those with large families should have a higher willingness to pay, 
to the extent that health insurance policies subsidize such families through 
their premium structures. 

Regarding the estimates themselves, this paper finds that among those 
with health insurance, people are willing to pay 61 cents for each marginal 
dollar of coverage. \Vhile one doesn't wish to take the point estimate too 
literally, it does seem small. The estimate implies that firms could save 
money by reducing coverage and raising wages by 61% of the savings. Why 
don't firms cut coverage until the willingness to pay reaches $1?  It should 
be pointed out, however, that a 95% confidence interval for this estimate 
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goes as high as 98 cents. In any case, it would be interesting to see whether 
the figure reaches $1 for some groups such as those discussed above. 

Finally, even if we accept the paper's test of revealed preference theory, 
the data still do not show whether labor markets work so as to establish 
compensating differentials for such fringe benefits. An important issue in 
the operation of the labor market is worker knowledge of the value of these 
benefits. If workers are unaware of this value, then it is hard to see how 
compensating differentials can be formed. An additional important issue, 
then, that could be addressed using survey data is to determine the degree 
to which workers have accurate perceptions about their health care cover
age. This information would seem particularly relevant in light of the ongo
ing national debate about the President's health care plan. 
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C hal lenges to Strategic Plann ing 
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In recent years strategic planning has become widespread in trade 
unions as well as in corporations and the nonprofit and public sectors. This 
paper discusses the difficulties of applying corporate planning techniques 
and assumptions to international unions and suggests some alternative 
approaches that are more likely to result in the strategic and organizational 
changes unions seek. This analysis is based on our work as practitioners 
within unions; therefore, our comments should be seen as reflective of a 
specific set of experiences and a particular practice. 

A number of international unions have engaged in strategic planning 
processes over the past ten years. The AFL-CIO established the Commit
tee on the Evolution of Work in August 1982 and issued its report in Feb
ruary 1985. Between 1987 and 1993, one or both of the authors have con
sulted in planning efforts at the AFL-CIO; the Air Line Pilots Association; 
the American Federation of Television and Radio Artists; the Bakery, Con
fectionery, and Tobacco W'orkers' International Union; the Communica
tions Workers of America; the International Ladies' Garment Workers' 
Union; The Newspaper Guild; the United Brotherhood of Carpenters and 
Joiners of America; the United Steelworkers of America; and the Transport 
and General Workers Union in Great Britain. The American Federation of 
Teachers, the Service Employees' International Union, and the Bricklay
ers, among others, have undertaken strategic planning efforts as well. 
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Organizational structures, cultures, and strategic imperatives of unions 
differ sufficiently from those of corporations that trade unions must apply 
the tools of strategic planning in a significantly different manner. Today cor
porations are struggling to release Taylorist control, liberate creativity, and 
engage the dedication of their workers. In contrast to corporations, unions 
are comparatively decentralized. Unions are attempting to strengthen coor
dinating functions that allow the entire union to implement organization
wide strategies in response to employer pressures. Some unions seek to 
learn from grassroots innovation, sharing and replicating the creativity that 
comes from the locals. Like companies, unions are pressed to improve effec
tiveness and efficiency but must do so in a manner consistent with a very dif
ferent set of organizational values and a more overtly political setting. 

Core organizational characteristics of unions present significant chal
lenges to an international's efforts at strategic planning. (We use "interna
tional" here to mean the central headquarters, field staff, and governing 
bodies of unions-either international with U.S. and Canadian members or 
strictly national.) These characteristics include structures that isolate inter
national union leaders and staff from workplace knowledge needed for 
effective strategy design and frequently buffer them from pressures that 
contribute to change. Additional challenges are structural elements that 
make implementing organization-wide strategies difficult, organizational 
values that run counter to corporate models of managing, and the political 
character of unions. 

The Strategic Planning Process 

There are now a whole host of new words describing what organiza
tions do under the banner of strategic planning. We identifY the following 
three stages of organizational development activity as strategic planning. 
The first stage is strategy development-setting a goal and determining the 
best way to achieve it. This stage requires developing a clear understanding 
of organizational mission and vision and a careful assessment of the exter
nal environment and how best to leverage power in that environment in 
order to achieve organizational goals. 

The second stage is organizational assessment and planning-how the 
organization can best shape itself to carry out the strategy. This involves a 
meticulous evaluation of internal structures and resource allocation pat
terns as well as the design of a plan to achieve incremental change. All orga
nizational elements, including organizational structures, roles and responsi
bilities, measurements and incentives, managerial systems (information, 
personnel, and financial), shared values, and skills need to be reviewed. 
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The third stage is implementation-changing the organization from 
what it is now to what it must become. This stage, often identified as 
"reengineering," is gaining attention as organizations and their consultants 
recognize that implementation is the most difficult phase of strategic plan
ning. Implementation requires taking steps to shift the organization across 
the entire array of dimensions evaluated in the planning stage. 

A Fundamental Shift Required 

One of the lessons learned in recent years is that a single shift of strat
egy is insufficient. The pace of workplace change has accelerated to the 
point where the key attribute is flexibility-constant evaluation of results 
with constant review of activity. It requires shifting from a rule-based orga
nization to a learning organization; from a formal, standardized method of 
operating to flexible methods of operating; from being threatened by eval
uation and change to welcoming it; from focusing on tasks to thinking 
about results and multiple, creative ways of achieving those results. 

Strategic planning must not only take an organization from one strategy 
to another but from one mode of operating to another. Peter Senge ( 1990) 
describes the transformation to a learning organization as a change in orga
nizational structures, work practices, and thinking. We cite this description 
to offer one vision of how far the techniques of strategic planning in inter
nationals must take us: (1 )  from a focus on one's "position" in an organiza
tion to taking responsibility for achieving results; (2) from thinking the 
enemy is out there to seeing the whole system-that the inside of the orga
nization and the outside of the organization are related; (3) from reactive
ness to seeing how we contribute to our own problems; (4) from reacting to 
crisis events to understanding that most threats come from slow, gradual, 
almost invisible processes; and (5) from taking experience as your guide to 
recognizing that often the consequences of important decisions are never 
directly experienced by those who make them (pp. 18-25). 

The Role of the International in Strategic Planning 

Although the degree of central control and local autonomy as well as 
the role of the international office have varied over time and from union to 
union, the role of the central part of the union organization has included 
the following important functions: pooling resources to take advantage of 
economies of scale, coordination, communication, agenda setting/policy 
making/governance, and arbitration and mediation between locals. 

The international's role in each of the three stages of planning-strategic 
Jevelopment, organizational assessment and planning, and implementation-
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relates to the overall functions described above. An international pools 
resources such as membership surveys and industry analysis necessary for 
informed strategy design. It coordinates communication about the planning 
process and results. Perhaps most importantly, the international coordinates 
the development of strategy by leading consensus building around prob
lems and necessary strategic directions. In so doing, the central body must 
ensure that disparate or conflicting interests are understood and resolved. 

What Are the Challenges to Strategic Planning 

in Internationals? 

We have identified five challenges to strategic planning in internation
als that do not exist to the same extent in the corporate sector. Recognizing 
that each union has a unique history and structure, these elements are still 
common to most trade unions and make achieving effective change more 
difficult: ( 1 )  International leaders and staff can be isolated from workplace 
and production process knowledge. (2) Leaders and staff at the interna
tional level can be buffered from the very pressures that lead to organiza
tional change. (3) Underlying organizational values run counter to corpo
rate models of managing. ( 4) There are often weak structures for driving 
organization-wide decisions. (5) Unions are political organizations. 

Ironically, the elements that create challenges for strategic planning 
also reflect some of the fundamental strengths of labor unions: local con
trol, democracy, and a stance against traditional, unilateral management 
control. We will explore these elements in relation to organizational change 
and examine how a comprehensive, union-focused strategic planning 
process can meet these challenges without undermining the strengths of 
unionism. 

Isolation from Workplace Knowledge 

Without in-depth knowledge of employers' production processes, 
managerial plans, and industry strategies, a union cannot readily develop 
effective strategy. Officers and international staff are often isolated from 
accurate, timely knowledge of workplace conditions and production 
processes for a variety of reasons: ( 1 )  Production process changes often 
occur in such small, piecemeal increments that they are not recognized. 
(2) Contracts are sometimes only enforced at times of poor labor relations; 
thus they do not describe day-to-day work practices. (3) Work organization 
changes are often informal; changes that are viewed on the shopfloor as 
successful are sometimes hidden when they do not conform to contract 
language. (4) International leaders may not have come from the industrial 
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sectors in which union members are now employed. (5) While second-tier 
officers often have direct-line responsibility for a particular region or 
industry, the international may not have a method in place for sharing 
regional, industrial, and corporate information. (6) The union structures 
for bargaining and governance may not match shifting industry and mar
ket structures. Employers may have shifted out of their historic industry, 
but the union may not have followed them, so that union industrial sectors 
no longer match employer sectors. In these cases there may be no union 
locus for corporate and market analysis. (7) Locals may negotiate their 
own contracts with limited, if any, interaction with the international, even 
if other locals represent members with the same employers or in the same 
industry. 

Without mechanisms and structures for gathering and sharing informa
tion about workplaces, production processes, work organization, technol
ogy changes, and collective bargaining relationships, unions cannot system
atically anticipate management and industry strategies to which they 
should respond. They are hampered in assessing the environment in which 
they are operating and, thus, cannot develop the strategy that will most 
effectively attain their goals. 

Internationals Buffered From Pressures That Contribute to Change 

Change is difficult. Few people and no organizations change without 
first feeling some pressure. This pressure can be direct, such as a drop in 
revenue, or suggestive, such as trend data showing that demographics may 
contribute to future loss in members. In some cases international leaders 
and staff may be buffered from pressures felt more immediately by mem
bers and locals. This buffering can occur for a variety of reasons: ( 1 )  An 
international gets its revenue from locals on a per capita basis, while locals 
collect dues on hours worked. Members maintain their membership for 
the benefits so total membership stays high, even while work is disappear
ing. (2) Leaders holding international office for many terms have had lim
ited contact with members and often do not negotiate contracts. (3) If the 
international's role is viewed as lobbying rather than collective bargaining, 
there may be little expectation of success in countering the general antiu
nion national trends. (4) The international has sufficient savings or indus
try-based funding that it does not have to live on current revenue. (5) 
International officers are elected by a small number of local officers rather 
than by members or at a convention. (6) Often there are no structures or 
mechanisms that allow members to voice their views in ways other than 
political and electoral. 
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Underlying Organizational Values of Trade Unionism Run 
Counter to Corporate Models of Managing 

Leaders in the labor movement have made their careers fighting man
agement in the workplace and political arenas. Union leaders and staff are 
justifiably suspicious of both traditional autocratic, Taylorist and new age, 
TQM-style, participatory management. Management has come to be so 
closely associated with a set of antiworker behaviors that it is not surprising 
that union leaders often resist the management role altogether. While the 
corporate methods of managing run counter to union values and the 
empowerment needed to be a flexible organization, these are often the 
only models of managing available to union leaders. We have seen exam
ples of lack of management in unions: 

• The lack of clear direction (too many first priorities) and the lack of 
criteria for job performance, recognition for employees, and supportive 
supervision all lead to ineffective staff activity. 

• Accountability is task based, not results based. 
• Rather than reshaping a department to meet new strategic needs, 

the international will hire new staff and form a new department without 
reassigning or retraining current staff. 

• In an assessment of departments in an international, one is skipped 
because the department head, who is near retirement, is identified as part 
of the problem. 

• International officers manage multimillion dollar organizations with 
no training or support in managing. 

• Without a long-term plan, retraining staff is not viewed as worthwhile. 
• Lack of a programmatic or departmental financial system means that 

an international does not know how it is spending its resources and there
fore cannot make choices to shift resources to meet new needs. 

• Lack of information about the total resources available at the local 
and international levels together means that there is no discussion of which 
level can most effectively take responsibility for strategic programs. 

The flexible learning organizations now needed in the labor movement 
require revised forms of management. Union leaders taking up management 
roles for the first time need training and mentoring. Unions need mecha
nisms for engaging staff in problem solving, means for teaching new skills to 
staff, and improved methods for providing employees feedback and support. 

Weak Stntctttres for Implementing Organization-Wide Strategies 

As decentralized membership organizations, unions do not have the 
command-and-control mechanisms available to other types of organizations. 
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A new direction cannot be decreed from above, from an international to a 
local, or a local to its member. Yet any significant new strategy must be car
ried out by the locals and members. Even in the most centralized unions, a 
mandate to change attitudes or long-established practices frequently does 
not work One senior labor official used the image of steering a ship. Having 
turned the steering wheel to guide the ship in a new direction, he believed 
it had not, in fact, changed course. He wondered what was going on. 

Examples of structural limits for carrying out unionwide strategic plans 
include the following: (l )  Internationals may not allocate resources to pro
vide central supports for implementing new strategies. (2) International 
staff may have skills tied to past strategic roles, such as servicing or bar
gaining, and not have education, training, and internal organizing skills. (3) 
Limited opportunities may exist for international officers to make a case 
for needed change to members or all local officers. An international presi
dent may have limited access to locals and members beyond regional or 
sectoral vice presidents. 

In the absence of an ability to order change, other mechanisms for im
plementing new strategies are helpful, such as building agreement, conduct
ing education and training, designing achievable steps, and providing ad
ministrative support. From an international's perspective, this support is 
provided by staff based in the field, staff based in the central office who may 
or may not travel, and international officers. Field staff are often the largest 
resource of an international and the one closest to locals and members. 

Unions Are Political Organizations 

The political character of unions makes sustained, analysis-based 
change extremely difficult. Unions are more like government than busi
nesses because they choose leaders and make decisions through political 
processes. Even in unions in which elections are not often contested, inter
nal consensus is one key to stability. As a result, decision making occurs 
more slowly and cautiously compared to corporate institutions. 

The political nature of unions makes achieving organizational change 
more difficult because discussion of problems in a politicized organization 
is not always safe or advisable for those who hold office. How can problems 
be discussed openly? How does a leader approach his or her opposition in 
a strategic planning context? And perhaps the most sensitive of questions: 
Do union leaders really want to build the involvement necessary to 
broaden consensus and risk the downside of political accountability should 
the process be unsuccessful? 

Other examples of the impact of politics on strategic planning include: 
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" A different set of skills gets a union officer elected than is needed 
once in office. As in the public sector, elected officers may arrive with 
authority but with limited knowledge of the workings of the organization 
and limited managerial skills or interest. 

• An elected leader with a lock on his/her office feels less accountabil
ity for dealing with organizational problems. 

• M any problems facing unions may take years to assess and solve. 
Turnover of elected officers may mean that just as a consensus is being 
built or a response is getting underway, the players change. Similarly, an 
election cycle may drive a need for a quick fix rather than a lengthy, in
depth solution. 

Making Strategic Planning Work in Internationals 

The following suggestions for making strategic planning work in inter
nationals are based on our experience, both successful and unsuccessful. 
We identify a particular type of process that helps an organization meet 
some of the challenges identified above, suggest a few responses to partic
ular challenges, and discuss the crucial role of leadership for strategic plan
ning to be effective. 

A Model for Strategic Planning 

The lesson clearest to us is that successful implementation of a strategic 
plan demands a broad process of participation and consensus-building. It is 
too easy to come up with the "right" answer and have that report put on 
the shelf, only to be looked at by the next set of consultants. It has become 
our view that a strategy isn't the "right" one if it is not carried out. 

One issue raised by this discussion of participation is whether strategic 
planning has to be done by the international and locals jointly, or whether 
it can be accomplished effectively by the international officers and staff 
alone. Because of the many varied structures of unions, there is no one 
answer to this. The key, however, is to recognize that a planning process in 
which one set of people are planning how another set of people are going 
to change their behavior is unlikely to work. We suggest here a few meth
ods for building participation and then consensus. These are the primary 
tools for responding to the structural and political challenges identified 
above. 

The strategic planning process should solicit input about concerns, cur
rent activity, and employer/workplace knowledge from each level of the 
organization at the beginning of the process. Rank-and-file members can be 
surveyed or polled. Focus groups can be set up. Local officers, staff, and 
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activists can be interviewed and/or participate in group discussions. Officers 
and all categories of staff at the international can be interviewed, including 
clerical support staff who frequently have compelling insights about the 
nature of work and management \vithin the organization. Input should be 
solicited from the entire political spectrum-for and against the process, 
for and against the incumbent officers, in and out of power. 

A planning committee should be charged with overseeing the strategic 
planning process. They will be the inner circle who develop initial consen
sus around the issues and then must lead the process of broadening the 
consensus. They must be able to reach all constituencies within the union , 
across industries, job categories, racial, ethnic, national, gender, and politi
cal lines. There are many possible formations to this planning committee. 
If the formal governance structures do not include a forum with the appro
priate people, committees can be created or people added to standing 
committees. Local and regional officers, international field and central 
staff, and executive officers bring important and different perspectives and 
influence to the table. 

Consensus is built through the process of this curcfully constructed 
group considering the wide input presented to them. Consensus is not a 
theoretical agreement. Rather, it is the practical agreement to change day
to-day behaviors and priorities by the leaders and staff who carry out the 
actual work. It is agreement about the roles of the clifTerent levels of the 
union-international/national, regional, and l ocal-in carrying out the 
strategy: who does what, who pays for what. It  is agreement to fund activity 
with shifts in budget allocations or new clues or dues splits. It is agreement 
on measures for evaluating success locally and at the international level and 
steps that will be taken if there is no success. 

Planning by the international can only be a first step of setting direc
tion. Encouraging regional and local leaders to conduct planning within 
their own jurisdictions is a necessary element in achieving unionwidc 
chan ge . S taff assi stance and support from the international are often 
needed to achieve local planning. In this way, the union can develop effec
tive m eans for implementing overall goals in each jurisdiction, and an 
understanding and ownership of the goals and strategies can be deepened 
at the local level. These become the new internal mechanisms for carrying 
out organization-wide decisions. 

Responses to Specific Challenges of Planning in Unions 

Unions can respond to each of the challenges identified above with 
specific interventions and corrections: 



R2 IRRA 46TH ANNUAL PROCEEDINGS 

Isolation from workplace knowledge. A strategic planning process 
should include an investigation of the industry, markets, and employers-an 
assessment of their strengths and weaknesses, their competitive pressures, 
technology changes, future strategies, and so on. Even if some leaders have 
some or most of the information, none of the leaders probably know every
thing across all industries in which the union represents members. 

In addition, the channels through which the international gains work
place knowledge should be evaluated to determine whether the flow of 
information can be improved and information gathered more effectively. 

This analysis and structural review should be done jointly by the inter
national and locals and the intermediate levels as well if they exist. All par
ties need to contribute to and understand the same information in order to 
be partners in carrying out the chosen strategy. 

Managing in a union. A strategic planning process offers a less pres
sured forum for senior leaders to take a look at their roles as managers. In  
this context, "management" is defined as setting goals and designing strate
gies, leading and coordinating people, allocating resources, and evaluating 
results. How does each step get done in a particular organization? The 
strategic planning process can direct feedback from union staff to union 
managers. We suggest asking staff specific questions to solicit such feed
back: What is the main goal of your work? How do you know? How does it 
relate to what the union needs to do? What do you do? How do you decide 
what you do each day? Who is available to help you if you don't know what 
to do? How do you know if you have done a good job? How much does 
what you do cost the union? 

Removing buffers. Strategic planning will facilitate the recognition of 
pressures experienced at other levels of the organization and open new 
channels for discussing those pressures. It is unlikely, however, that an 
international-or any organization-would willingly remove structural or 
other factors that protect it from pressures. It is crucial, however, that an 
organization identify the buffers that keep problems out of sight. An inter
national should emerge from a strategic planning process with a list of 
strategic indicators to watch in the future. These indicators might be indus
try employment, local membership, revenue flows at the local level, new 
members. 

Implementing unionwide strategies. Implementation is based on a com
bination of agreement and capability. The degree of willingness to imple
ment unionwide strategies identified in a strategic planning process is 
related to the success of the process used. In addition, the organization 
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must consider its ongoing ability to develop policy effectively. Does the 
organization have standing governance bodies that create sufficient access 
or participation for legitimate decision making that builds true agreement? 
Governance structures may need to be reconsidered in the course of 
strategic planning. 

The other motor for implementation is increasing capability at both the 
international and local levels. Does the plan lay out significant steps toward 
institutionalizing these new programs, including shifting resources from 
other less strategic programs, or are new programs just added on, suscepti
ble to cost-cutting measures at the first downturn, or worse, not even 
added? 

Politics and strategic planning. Politics are a fact of life in unions. The 
political environment can be made to serve the planning and change 
process by creating a forum for major debates. More often, however, the 
political arena is used for blaming individuals. An analysis that presents the 
problems of today in an historical context depersonalizes the debate, 
reduces finger pointing, and allows a common view to be developed in 
which organizational action, rather than personalities, is the focus. 

Leadership for effective strategic planning. A final, critical factor in 
effective strategic planning is the leadership of senior officers. They set the 
tone, signalling that exploring problems openly is safe. They model the 
learning behavior that acknowledges there is more to discover and master 
about the environment they are trying to affect. They demonstrate confi
dence that they can be successful. Effective leadership opens itself to pres
sure for change from the members and locals and from the outside, 
acknowledging that this pressure allows them to transform the organization 
to an extent otherwise impossible. Once a strategy is developed, key lead
ers drive the new vision through the union and make implementation of 
key priorities the persistent goal . 

Conclusion 

While there are significant structural and political challenges to effec
tive strategic planning in internationals, there is sufficient experience to 
show that in the presence of leadership, strategic planning can be a com
pelling tool for change. Engaging in such an organizational self-evaluation 
is risky. Problems will be raised, and organizational components that are 
not working will be pointed out. Expectations can rise that problems will 
be addressed. Without follow-through, staff and leadership morale can be 
damaged. But if done openly and with a commitment to results , this 
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process can strengthen leadership behind a unified and renewed sense of 
mission and a commitment to enhance union capabilities for achieving new 
strategies. It will also move the organization toward that model of a learn
ing organization necessary in a rapidly changing world. 
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The concept of strategic choice (e.g., Child 1972; Kochan, Katz, and 
McKersie 1986) has acquired increasing importance in the business and 
industrial relations literature during the past decade. Within industrial rela
tions the strategic choice framework has revitalized interest in how the insti
tutional characteristics of companies and unions influence both the processes 
through which the parties formulate and implement strategy as well as the 
effects of particular strategic choices on industrial relations outcomes. During 
this time period many organizations (including unions) adopted formal strate
gic planning (SP) processes as a method for improving their ability to develop 
and implement effective strategies (Stratton and Brown 1988; Dunlop 1990). 
While the effects of such formal planning processes on organizational perfor
mance have yet to be clearly established (Pearce, Freeman, and Robinson 
1987), there is some evidence that unions with a formal strategic planning 
process are more likely than those without to be engaged in proactive strate
gies and to exhibit a trend of membership growth (Stratton and Brown 1988). 
To date, however, only about 25% of national unions appear to have adopted 
formal strategic planning processes (Stratton Devine 1992). 

For the past decade we (the authors) have been working with union 
leaders from a number of unions and from a number of levels in the union 
structure to design and implement SP as a tool for becoming more effective 
at achieving their goals. Our experience has convinced us that under certain 
conditions strategic planning can indeed be a useful tool to help unions 
improve their capacity to identify and achieve key performance outcomes. 

Schunnan's Address: Labor Education Department, Institute of Management and 
Labor Relations, Rutgers University, Ryders Lane and Clifton Avenue, New Brunswick, 
NJ 08903. 
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We are also convinced, however, that SP is not a quick-fix solution to 
institutional crises. To produce results, strategic planning places significant 
long-term demands on any organization's resources and often requires 
major organizational changes in order to implement the action plans that 
emerge from the process. As Fitzpatrick and Waldstcin have outlined in 
more detail in this chapter, unions have institutional characteristics that 
preclude wholesale adoption of a strategic planning process designed for 
corporations. In this paper we want to share some insights from our experi
ence about how unions can design successful strategic planning processes 
tailored to their unique organizational realities and avoid the backfire 
effects of unsuccessful processes. 

Our focus in this discussion is on the use of strategic planning by local 
unions. This focus reflects the fact that in virtually every union strategic 
planning process we have observed, strong effective local unions emerge as 
a crucial element in national or international union strategies for adjusting 
to changes in the external environment. A well-designed, interactive strate
gic planning process that links the local, district, or regional and national 
levels of the union can be an important tool for achieving this goal. To elate, 
however, SP at the local union level appears to be a rare event (Stratton 
Devine 1992)-a finding that does not surprise us. Our experience says 
that figuring out how to assist local unions in strategic planning poses a 
major difficulty either for national and international union officials or for 
external facilitators, consultants, or educators like ourselves. 

What follows is a general description of the strategic planning process 
followed by a set of design, implementation, and follow-up issues that we 
think unions need to consider as they contemplate establishing a local union 
strategic planning process . We have tried to frame the discussion in such a 
way that it will be useful to several audiences: (l )  to national or regional 
union officials who wish to promote this approach either because they view it 
as a useful mechanism for the integration and alignment of union mission, 
strategy, and structure across di fTcrcnt levels of the union, or because they 
believe it will help local leaders to become more effective in their roles; (2) 
to local union leaders who decide that strategic planning represents a process 
that can help them create strong, unified, and competent leadership teams; 
and (3) to labor educators and other external parties whose professional roles 
include assisting unions to improve their imtitutional effectiveness. 

The Challenge to local Un ions 

The local union is the fulcrum of most U . S .  unions and, tht�refore, has 
been the focal point of organized labor's cli fficu ltics in the last dc�cade. 
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Declines in union membership and changes in union contracts were most 
immediately experienced at the local level. In industry after industry, plant 
closings, downsizing, and privatization thinned the ranks of locals and 
reduced the human and financial resource base of the entire union. Local 
union-elected representatives, unaccustomed to these challenges, suddenly 
found themselves on the front lines of response. Many paid a political price 
by losing their elections. To compound these difficulties, a major strategic 
response by national unions to shrinking membership involves shifting 
more responsibility for activities such as organizing and political action to 
local unions. In many unions with a history of centralized servicing depart
ments, this shift represents a significant change in responsibilities as well as 
in the competencies required of both national and local union representa
tives. 

Even the term "local" union has no clear meaning or pattern in the 
U.S. For example, SEIU Local 31M has 1500 members in approximately 
200 worksites around the state of Michigan while Local 32B-J has about 
65,000 members concentrated in four of the five New York City boroughs. 
Though they are both SEIU locals, the resources, structures, and political 
cultures of these organizations differ widely. Similar examples exist in most 
unions. The difficulties posed by a SP process will be different for these 
two local unions. Many of the local unions we have worked with lack the 
most basic systems for administering their organizations: the leadership has 
no accurate information about how many members belong or what they 
expect from their union (in some cases intentionally in order to limit per 
capita payments to the national) ,  the steward system is underdeveloped 
and poorly trained, relations between elected representatives and 
appointed staff are adversarial to the point of dysfunction, and attitudes 
toward the national union are cynical and mistrustful. Organizations with 
these internal characteristics can continue to function indefinitely so long 
as no direct threats to their existence emerge in either their external or 
internal environments. They are at a profound disadvantage, however, in 
responding to either threats or opportunities that may develop in their 
environments. Strategic planning is a potential tool for changing some or 
all of these characteristics. 

Strategic Planning as a Response 

Strategic planning has been identified as a systematic, action-learning 
process through which organizations can ( 1 )  develop a clear vision of suc
cessful functioning based on their purposes, goals, and values and (2) 
develop strategies, structures, systems, and feedback mechanisms that will 
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govern their actions and allow them to monitor progress (Ackoff 1970, 
1974; Kudla 1980; Choukroun and Snow 1993). As such, SP is a specific 
application of the more general planned-change approach to human social 
systems development (H inings 1983) ,  which includes an iterative and 
interactive series of steps or phases: diagnosis, identifying interests, allocat
ing responsibility, developing and implementing strategies, and monitoring 
results. The planned-change model assumes that organizations will be 
more successful (defined as survival, growth, and improvements on key 
performance goals) if they have well-developed mechanisms for coordinat
ing collective action and for learning from experience. Several alternative 
models of SP have been developed based on different assumptions about 
the planning context and the characteristics of the planning organization 
(Bryson 1989). A major contribution of the SP approach to planned change 
is its focus on the importance of developing clarity about the organization's 
purpose, goals, and core values as the foundation or anchor of the change 
process. Another contribution is the attention to designing the structure 
and implementation of the process to fit the specific context, characteris
tics, and problems of the planning organization. In other words, while 
there is a general set of procedures and techniques that can be used, these 
need to be applied flexibly, based on local circumstances. 

A generic SP process begins with designing the process or "planning to 
plan." During this phase, the key organization leader(s) who will accept 
accountability for the process (a) identify their goals, (b) analyze the key 
individuals or interest groups who will be affected by the process and fig
ure out how these interests will be represented or structured in the 
process, (c) determine if an outside facilitator will be used, and (d) create a 
preliminary set of activities intended to implement the SP process. The 
second step involves assembling the core planning group in an initial SP 
meeting (often involving several days ) in which they engage in mission 
analysis and then perform a "scan" of the ( l )  external operating environ
ment to identify and prioritize important changes and trends that may rep
resent threats or opportunities to the organizations' goals and (2) the inter
nal environment in order to assess whethe r  the organization has the 
capabilities and resources for responding successfully to environmental 
challenges. This initial scan may stimulate the need to collect further data 
in a more systematic fashion to validate assumptions or help reconcile dis
agreements. These diagnostic activities are usee! to develop a vision docu
ment that describes the "key result areas" in which the organization will 
have to perform well in order to be successful. Accountability for result 
areas is established, and preliminary strategic goals and tactical action plans 



STRATEGIC PLANNING AND CHANGE 89 

(TAPs) are developed. Step three involves developing an implementation 
plan that addresses questions about how the change process will be imple
mented along with a feedback or monitoring plan for each result area. 
Feedback on performance along with new information is used to revise 
plans on an ongoing basis. 

A number of unions have engaged in a preliminary strategic planning 
process at the national level (e.g., AFL-CIO 1985; BAC 1985; CWA 1983; 
AFT 1993; Steelworkers 1989; SEIU 1993). It is unclear, however, whether 
these initial processes have b�come institutionalized as an ongoing admin
istrative tool or to what extent they have been expanded to incorporate 
other levels of the union organization into the strategic planning structure 
and process. It is likely that many local unions have initiated some type of 
strategic planning process independently of the national organization. 
Much still needs to be learned about how regional and local strategy 
processes can be effectively integrated into national union strategy or how 
the national union can facilitate the development of local union strategic 
planning. In the next section we discuss some issues and questions associ
ated with each general step of the SP process. 

Issues in Local Union Strategic Planning 

Planning to Plan 

As is hopefully clear from the above description, a formal SP process is 
not intended as a one-shot intervention but rather as a proactive system of 
performance management intended to result in what we refer to as "learn
ing organizations." As such, SP will most likely require changes in union 
structure, internal administrative practices, and leadership style. It is 
important to help local leaders carefully think through the issues involved 
in SP before initiating a process. This phase is often referred to as "plan
ning to plan." 

In part due to the U.S. industrial relations framework, unions are pri
marily constituted as reactive institutions whose function is to react to man
agement initiatives in order to protect and advance members' interests. 
Union mechanisms for initiating change have been through collective bar
gaining and constitutional conventions. While these will continue to play an 
important role in institutionalizing union initiatives, they are far too slow 
and cumbersome to serve as an ongoing performance management system. 
In our work with local union leaders we often ask them to keep a time log 
for a period in order to analyze how they spend their time. Most sp6nd the 
majority of their time reacting to problems and crises; their biggest com
plaint is not having enough time to "get ahead of the problems." Strategic 
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planning can be a means of getting ahead of problems, but at least in the 
initial phases it creates rrwre work, not less, since the crises still have to be 
attended to. In addition, SP can disrupt the existing political culture and 
power dynamics in the local. These and other factors make the planning-to
plan phase of SP especially crucial in local unions. We have found the fol
lowing questions important in helping local unions decide whether to 
establish an SP process and in helping us decide whether we are willing to 
serve as facilitators. 

What is the local leader( s Y nwtivation and readiness? One issue that 
arises immediately is the motivation of the local leader for engaging in SP. 
We have encountered a variety. The majority seek a quick fix to a particular 
crisis. In some cases the crisis revolved around defeating a political oppo
nent. In many instances the crisis involves an economic crisis faced by 
employers who are demanding concessions or threatening downsizing or 
closing. A few have been motivated by the need to resolve tensions with 
the national union which may be threatening trusteeship. We have experi
enced very few instances where the leaders have a vision of developing a 
long-term process for leading and administering the local. Helping the 
local leadership to understand the nature of the SP process, the demands it 
will place on their time and energy, the resources and skills required, and 
the potential for backfire if the process is initiated but not followed 
through is the necessary first step in the planning-to-plan process. Each of 
us has worked with local leaders who, upon reflection, decide to delay initi
ating a formal planning process until after engaging in some preliminary 
actions designed to create conditions that might enhance the success of the 
process. 

Who should participate in order to build commitment and consensus? 
Assuming the preliminary discussion suggests the feasibility of moving for
ward, a second issue arises of who should participate in the initial SP 
process. Will it include just the executive officers or the full executive 
board? How will appointed or hired staff be involved? Should it be a cross
sectional group from the organization? How and at what point in the 
process will rank-and-file members be involved? There are no generic 
answers to these questions. Rather, it is important to help the leader 
understand that the SP process can only succeed if the process is designed 
to build a broad understanding of commitment to the strategy among the 
leadership as well as the rank-and-file members. Such commitment is 
unlikely to develop unless people are directly involved in some manner in 
the planning process. Thus the initial design will vary widely from union to 
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union depending on the particular history, structure, and current dynamics 
of the local and will build outward through a series of events, activities, and 
interactions. The planning-to-plan phase involves thinking through these 
questions and the pros and cons of alternative design choices. If, for exam
ple, there is a history of tension between elected leaders and staff, it may 
be important to structure the process so that both participate from the ear
liest stage in order to surface and try to resolve these conflicts and prob
lems. In other cases, however1 improving staff/officer relations may need to 
emerge as an outcome of an SP process by one or the other group. Again, 
this will depend entirely on the local context. The important point is that 
the leaders think through these issues and make choices. 

Is there a need for outside facilitation? A successful SP process must be 
facilitated; that is, someone must be responsible for managing the interactive 
process in order to ensure that the outcomes are productive. In most cases 
this will require the use of facilitators whose primary role is to assist the 
leaders in making sure the process is working in order to permit the leaders 
to play an active role in the substantive discussions. The selection of skilled 
facilitators is an important design issue. In particular, it is important that the 
facilitators understand the nature of unions as organizations and that they 
have both the skills and values required to help unions implement SP. It is 
important at this point to develop a clear set of expectations between the 
facilitators and the union leaders about the goals, roles, and limitations of 
the SP process. Consultants typically term this process "contracting." 

Conducting the SP Process 

Developing a planning team. As outlined earlier, this step typically 
involves a series of meetings of the initial group selected to participate in 
the S P  process. In a number of unions we have worked with (separately 
and together), this initial step has been with just the executive officers of 
the local aimed at helping them overcome political and ideological differ
ences in order to become a planning unit. We typically use a version of the 
GRPI (goals, roles, procedures, information) model of team effectiveness 
in order to change the norms of the group and to provide a language for 
describing the problems and conflicts that \viii undoubtedly surface during 
the process without resorting to blame. As the SP process moves forward, 
this initial group engages in the process of mission analysis, environmental 
scanning, goal setting, and action planning described earlier. 

Developing an implementation strategy. An important function of the 
initial planning group is to develop a strategy for anticipating the follow-up 
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demands and resources that will be required, as well as how to involve 
other people in the process. Often this involves the creation of taskforces 
or other structures to work on specific issues or result areas. Another 
important function of the initial group is to develop a communication and 
publicity strategy for informing the rest of the local about the local's strate
gic plan. 

Setting realistic targets. In order for SP to be a useful tool it must pro
duce tangible results. This means first setting realistic targets that the local 
has the resources and capacity to meet. An important role of the facilitator 
during this process is to keep reminding the group to set realistic priorities 
that have a high probability of successful achievement. 

Institutionalizing the SP Process 

As we mentioned earlier, a formal SP process is not intended as a one
time intervention but rather as an approach to managing performance that 
involves an ongoing planning process, setting goals, holding people 
accountable for goals, and the strategic management of human resources 
within the union. For many local unions this kind of rationalized approach 
to administration represents a dramatic change from their present leader
ship style. One advantage of the SP approach to change is that it proceeds 
incrementally and inductively, allowing new structures and processes to be 
developed in response to specific needs. Successful implementation, how
ever, requires local leaders to stay focused on the plan and committed to 
the planning process. In our experience, this is the most difficult challenge 
of SP. Union leader behavior is often driven by crises such as internal polit
ical struggles, decertification threats, and a host of employer initiatives. I n  
addition, locals often lack the resources to make a planning process feasi
ble, such as paid release time for union business and travel funds to allow 
key leaders and activists to participate. National unions who wish to pro
mote SP as a union development tool may need to provide resources to get 
the process started. 

Outcomes of Strategic Planning 

Given the difficulties described, it is not surprising that only a !'cw local 
unions have incorporated SP into their leadPrship and adm inis tratiH' prac
tices. In our work we have obscr\'l'd a number of local unions successfully 
rebuild their steward system ,  i mplem l 'n t n ew bu dget and managem ent  
information systems, deve lop new intC'mal and external organ izi ng pro
grams, and restructure their hoard and stafT organization. In some cases the 
unions have successfully redefined the role of their stafT and implemented a 
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system for managing them more effectively. It is too early to tell in most 
cases whether implementation of these tactical or operational changes will 
result in improved organizing, bargaining and political action outcomes, or 
in increased member satisfaction. Further research on the relationship of 
the elements of a SP process and selected outcomes could help to refine a 
union strategic planning framework. 

Implications for Union Servicing Structures 

If a national union wants to promote this approach either because of its 
interest in aligning the goals and priorities of locals and the national and! or 
because it values increasing local union effectiveness, then the question is 
how to encourage affiliates to undertake strategic planning and ho\v to 
develop the resources necessary to support these efforts. As we have out
lined, local unions face many obstacles to implementing a SP process, 
including the perception by many that strategic planning is a management 
activity. Many union leaders and staff feel they are betraying their trade 
union identity when they function as a manager or a supervisor. It is hard 
to both fight "the boss" and be one. 

National unions can address this issue in a variety of ways. Some orga
nizations provide their affiliates with financial incentives to engage in plan
ning. They may also provide a staff person from headquarters or pay for an 
outside consultant to facilitate the planning-design meetings, planning 
retreats, and follow-up planning meetings. For example, the National Edu
cation Association has established a unit whose primary responsibility is to 
assist state and local affiliates with strategic planning. The AFL-CIO has 
developed a strategic planning program for use by central labor councils .  
National unions may also highlight local union planning efforts in their 
publications and at their conferences and conventions. To the extent that 
they engage local leaders in the national union planning process, they arc 
engaging in an important leadership development activity. They may also 
integrate strategic planning in their leadership development programs. A 
number of university and college labor education programs have begun to 
offer courses in strategic planning for union leaders as well as facilitation 
services for unions who want to engage in strategic planning. 

A critical issue raised here is how national unions and in some cases 
regional organizations can build internal capacity to support local union 
strategic planning. Is this the proper role of field staff, education staff, the 
organizing department, or the research departn 1ent? \Vhat competencies 
are rL�quired (e.g., strategic planning, facilitation, team building, conf1ict 
resolution , etc. ) ?  Will staff accept this as part of their role'� How will local 
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unions accept a st&ff representative from the national union seeing the 
local from the inside? Where does confidentiality come in? These are 
important questions. Given our experience in working with national staff in 
cofacilitating local union strategic planning, we're convinced they can be 
addressed. Given the importance of local union effectiveness to the long
term success of the labor movement, we're convinced they must be 
addressed. 
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Reinvent ing an Organizing U nion : 
Strategi es for Change 

JEFFREY GRABELSKY AND RICHARD HURD 
Cornell University 

Confronted by declining membership and market share as well as an 
erosion of bargaining strength and political influence, a sense of crisis now 
pervades many international unions. Some labor unions continue to adhere 
to programs and practices they have pursued for several decades. But oth
ers, faced with challenges so fundamental that their viability is at stake, 
have chosen to reexamine their basic policies and performance and to 
reorient their essential course. 

This paper evaluates the experience of four such international unions, 
all of which have recently embarked on strategic planning initiative;. Three 
of the unions-the Electrical Workers (IBEW), Carpenters (UBC), and 
Painters (IBPAT)-operate primarily in the private sector, representing 
workers in the construction industry but serving significant branches in 
other industrial sectors as well. The fourth is a large public-sector union, 
the Government Employees (AFGE).  The membership rolls range from 
about 100,000 members to more than 700,000 members. 

All four unions believe that the difficulties they continuously encounter 
( l )  at the bargaining table, (2) in administering their bargaining agree
ments, (3) during political lobbying, and (4) in all other functional areas of 
union affairs have a common root: a failure to sustain effective organizing 
and to expand their ranks. The common thread that ties together each of 
these strategic planning efforts is th� professed goal all four unions share: 
to transform themselves into organizing unions. To attain success, they 
hope to establish as their primary mission organizing nonunion workers 
and to devote the necessary human and material resources to achieve that 
mission. Within these unions the service functions of collective bargaining, 
grievance handling, arbitration, legislative action, etc. have absorbed the 
lion's share of resources. Therefore, the values and beliefs that guide both 
individual and organizational behavior must change so that those leaders 
and members who engage in organizing are recognized and rewarded. 

Hurd's Address: 201) I LR Conference Center, I LR/Cornell U niversity, Ithaca, NY 
14Fl53-390 l .  
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Thus the process cf reinventing an organizing union entails a strategic, 
structural, and cultural transformation. 

In each of these initiatives, labor educators are working with union 
leaders to evaluate prevailing policies and organizing experience, to iden
tify and overcome structural impediments to organizing success, to formu
late and implement new organizing strategies, and to design and deliver 
training to help alter the organizational culture and provide new skills for 
leaders and staff. The observations offered here reflect our perspective and 
experience as labor educators. 

Organizational Change Initiatives 

In each of these cases, the organizational change process was induced 
by a sense of crisis and driven by the determination of top leadership to 
revitalize their unions and recapture the passion and power their forebears 
enjoyed. To the extent the presidents of these unions have conveyed an 
unwavering commitment to change, organizational inertia and ambivalence 
have been challenged. The active and unambiguous support of strong lead
ership has helped set the stage for potentially dramatic organizational 
change. 

These leaders have tried to engage in a previously unsanctioned level of 
organizational self-examination and criticism in order to share the hard 
facts of organizational crisis with unrestrained candor and to articulate a 
vision of a brighter organizational future. By clarifYing their union's under
lying principles and values and reaffirming their own commitment to orga
nizing in every conceivable forum-in the union journal, speeches, meet
ings, conferences, memoranda, letters, even casual conversations-each of 
these leaders continues to play a central role in transforming his organiza
tion's culture. 

For example, I B EW President Jack Barry closed his union's centennial 
convention with a speech devoted exclusively to organizing. In a self-criti
cal spirit uncharacteristic of many union leaders, he told the I B EW's 
annual construction conference that policies of exclusionary membership 
and concessionary bargaining had been counterproductive and implement
ing organizing programs without first enlisting membership support and 
participation was mistaken. 

Vision 

Because the institutional patterns of behavior in each of these unions are 
well established and generally oriented around servicing, the international 
presidents have had to project a vision in which the roles and responsibilities 
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of leaders and staff are redefined. The vision begins with a recognition that 
most of the union's leaders (from the local up through the international) 
have had little experience organizing; most of them inherited the union 
from past generations of organizers who built it. "For many years," argued 
IBEW President Barry, "we conducted the affairs of our union as if we 
were running a business. That approach may have made sense a generation 
ago . . . .  But now, as we stand at the crossroads, our challenge is not to run 
a business but to build a movement. That means we must understand the 
essential difference between efficient management and effective leader
ship." 

UBC President Sigurd Lucassen described his vision during a special 
conference for top leaders and staff: 'We must rediscover the wisdom our 
founders grasped-organizing workers is the fundamental task upon which 
all others depend." Participants in the conference spent four days debating 
the vision and exploring how it could be realized. 

In each of these unions, the top leaders have generated debate and dia
logue about the need for a new vision of the future as well as the content of 
that vision. The vision has been presented first in broad strokes that articu
late the union's core values and define its key goals; then through a process 
of public discourse it has acquired more clarity. IBPAT President A. L. 
Monroe has prepared a comprehensive vision document that he uses to 
guide his remarks in various forums. But clarity of vision is not sufficient; 
each of these unions is struggling to build deep and widespread consensus 
around that vision. 

Building Consensus 

In an effort to attain the broadest possible ownership of the organizing 
vision, these unions have employed a range of methods to involve leaders 
and staff throughout the union. For example, the IBEW conducted exten
sive internal research, interviewing several hundred leaders in a variety of 
settings about their own experiences and ideas about how to improve the 
union's organizing effectiveness. The IBEW also created a steering commit
tee to guide its efforts to become an organizing union. The UBC surveyed 
its international staff, giving participants an opportunity to critically exam
ine the union's past and current policies and then issued a report that has 
influenced the union's basic direction. With the same purpose, the IBPAT 
surveyed a random sample of local leaders, staff, and international officers. 
The AFGE surveyed its staff and a random sample of locals regarding the 
effectiveness of its educational programs in promoting an organizing per
spective. The AFGE also established a thirty-member organizing task force 
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with representation from all levels of the union to oversee a nationwide 
organizing initiative. 

An apparently effective consensus-building technique is the "future 
search"-type conference. The IBEW organized a three-day vertically and 
horizontally integrated retreat for 40 participants to review the results of a 
year-long internal research effort and to make specific recommendations 
for the union's strategic organizing plan. These deliberations led to several 
major changes in the union's organizational structure and strategy. The 
UBC held two five-day staff and leadership conferences that began with a 
discussion of the union's vision and then focused on an organizing plan to 
realize that vision. 

The Role of Labor Education 

Labor education has been instrumental in these efforts to achieve clar
ity and build consensus around the evolving organizing vision. Revising 
current education programs and designing new ones that reflect and rein
force the union's vision and values is a constructive way to generate support 
and momentum for organizing. All four of these unions either have utilized 
or plan to utilize a cadre of specially trained union instructors to deliver 
parallel programs to rank-and-file members nationwide that explain why 
the union must aggressively organize large numbers of new members in 
order to rebuild collective bargaining strength. These educational pro
grams already have transformed the political climate in some local unions 
and have cultivated grassroots support for the union's organizing direction. 

Beyond such broad educational initiatives, all four unions have carefully 
evaluated current training programs, discovering that a tendency to "com
partmentalize" training atomizes union functions and obstructs the change 
process. These unions have attempted to revise and reintegrate all training 
programs around the union's organizing vision. For example, in the IBPAT 
the challenge of organizing (internally and externally) thematically ties 
together the week-long training for new local officers. The IBPAT is work
ing with a select group of these local leaders, providing them with support 
and follow-up training; the objective is to make them effective change 
agents and models for others to emulate. The AFGE is replacing its basic 
stewards' training program with a new one for "activists" which focuses on 
organizing rather than servicing. All four of these unions are using innova
tive labor education programs to give leaders and staff new skills and knowl
edge so that they can play their newly defined roles successfully. 

\Vhile determined leaders at the top of these unions may initiate or at 
least sanction the change process, pressure for meaningful and sustained 
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change often comes from the lower ranks of leaders, staff, and activists. 
Effective labor education programs help generate and maintain that kind 
of pressure. An expected side-benefit of these labor education programs 
emanates from the liberation pedagogy that underlies them. The spirit of 
these education programs is beginning to spread within the unions. As the 
educational programs become more participatory and as more local leaders 
and staff complete train-the-trainer programs and conduct training them
selves, signs of this participatory approach are beginning to appear in other 
settings. For example, meetings and conferences appear to be a bit more 
interactive and inclusive as the circle of stakeholders expands. The culture 
of the union is thus altered in subtle but significant ways. 

Resistance to Change 

The effort to reinvent an organizing union faces enormous obstacles in 
each of these unions. Well-established patterns of behavior that devalue orga
nizing and/or rely on more traditional hierarchial structures and style are not 
easily dislodged and tend to continually reassert themselves. In at least one 
union the enthusiasm and momentum for change were subdued as top-down 
methods re-emerged. In another, a participatory strategic-planning effort to 
realign the union's structure to more effectively match resources with orga
nizing and bargaining opportunities met with significant political opposition 
from elected international officers and ended in a stalemate. 

The rhetoric of change is not new in any of these organizations, as 
international presidents have seldom championed the status quo over the 
past twenty years. So when leaders announce another initiative to trans
form the union, many leaders and staff respond with a predictable and per
haps healthy dose of skepticism. As it becomes apparent that the current 
effort is more ardent than in the past, leaders and staff who have become 
comfortable in their current roles feel threatened when routines are dis
rupted. This is quite understandable because the new organizing roles are 
often more demanding than the current servicing duties. 

Also, after years of union stagnation and decline, a sense of hopeless
ness and despair may paralyze even those who support the idea of change 
and renewal. The change process demands a paradigm shift, and those who 
have grown accustomed to one way of seeing and doing things are reluc
tant to relinquish their worldview-with its affection for servicing over 
organizing-without overwhelming evidence that revitalizing the union's 
organi7jng efforts is both necessary and possible. 

In order to overcome institutional cynicism and hopelessness, it is 
important that top leaders retain their focus on the organizing priority. In 
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one of the unions, attention of the international president was distracted 
from organizing initiatives by negotiations with a major employer to dra
matically change the bargaining relationship. As the discussions pro
gressed, staff involved in the organizing program were reassigned to com
mittees working on the new labor-management system, in effect halting 
progress on the organizing front temporarily. 

Interestingly, the democratic nature of unions may itself be an impedi
ment to organizational change. Elected officials may be disinclined to 
direct limited resources and energy to organizing new members if the ser
vice to current members (their political constituency) might suffer. Several 
leaders have persuasively argued that if normal service is impaired by 
intensified organizing, the union's reputation among prospective members 
will be damaged and successful organizing will be undermined. That is why 
educational programs that reach current members and draw the connec
tion between effective organizing and servicing are essential to the change 
process. 

The Organizing Model of Unionism 

The apparent conflict between organizing and servicing is not easily 
resolved and has given rise to a spirited debate within the labor movement 
about an organizing model of unionism. The current servicing-model 
approach is built upon a transactional relationship between the union and 
its members. In exchange for dues, which members pay to the union as if 
paying a premium to an insurance company, the union provides a service: 
collective bargaining, grievance handling, arbitration, job referrals, etc. 
The loyalty and allegiance of the members depend upon the union's suc
cessful provision of these services. Each of these unions is exploring ways 
to activate and mobilize its ranks using an organizing model in which the 
union provides members with leadership and a vision and vehicle for self
realization. Rather than solving members' problems for them-the essence 
of the servicing model-the union transforms individual workers into a 
cohesive force to collectively solve problems. 

Following this new model, problems are seen as issues around which 
prospective or current members are organized, and workers learn the essence 
of unionism by participating in and experiencing collective action . The or
ganizing model envisions a union that behaves basically the same before and 
after certification . The only difference is that aftc:r certification the union has 
access to one additional tool: the collective bargaining agreement. In each of 
these four unions, discussions of this organizing model are being integrated 
into various training programs. The hope is that commitment to an organizing 
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model can lead to more cohesiveness in local unions, spark enthusiasm for 
external organizing activities, and help develop organizing skills. 

The Union's Structural Fix Impulse 

While the organizing model represents one creative response to inter
nal obstacles to change, there are other alternatives unions may be more 
likely to embrace. All four of these unions seemed eager to grasp for quick 
structural fixes to advance the change process. To be sure, both restructur
ing and a reallocation of resources are necessary in order to truly become 
an organizing union. And in three of these unions some restructuring has 
occurred. 

In the IBEW a new position was created: an executive assistant to the 
international president responsible exclusively for organizing. Under his 
direction three branch organizing directors were appointed. Moreover, in 
each of the union's vice presidential districts, one or two organizing coordi
nators were selected. However, a recommendation to establish a perma
nent and representative national organizing committee in order to con
tinue the work of the temporary steering committee and to oversee the 
union's organizing activities has not yet been implemented. 

In the UBC, district organizing committees were formed to encourage 
the development and execution of regional organizing plans. Local, district 
council, and regional leaders were thus given greater responsibility and 
authority to organize. In addition, a major review ami modification of the 
union's budgeting process was undertaken with the assistance of an outside 
consultant. 

The IBPAT shifted resources by transferring 24 service representatives 
from its vice-presidential districts to a newly constituted national organiz
ing staff and by allocating more than a million dollars to support organ izing 
activities .  

All o f  these structmal acljustments may, i n  fact, help these organizations 
become organizing unions. But form should follow ft mction. M odifications 
of the union's structure should be made to accommodate changing roles 
and res po n s i b i l i t i e s  of leaders and staff. S om e t i m e s  these structura l  
changes mask underlying problems that may ultimately subvert the  change 
proc<:'ss. For example, if the top leadership is irresolute about transform ing 
the u nion's culture and pursuing an organ izing vision around which con
sPnsus i s  built, it may be foolhardy to think that organizational behavior 
wi ll be fundamentally altered by creating new positions in the structure. 

Furthermore, new structures will m ean l ittle if tlw staff assigned to or
ganizing positions an� merely shiftPcl around without changing their values, 
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beliefs, skills, and goals. On a related issue, one union has implemented a 
series of structural changes but has made little progress in recruiting new or
ganizing staff who match the women and minorities dominating the work 
force in nonunion organi7jng targets in the union's manufacturing jurisdiction. 

On the other hand, changed people and/or new staff may be able to 
achieve a great deal even within the constraints of the old structure. For 
real organizational change to occur, unions will have to develop better per
sonnel policies so that they can identify and cultivate new leaders, define 
changing roles and performance indicators with greater clarity, provide 
leaders and staff with the training and support they need to fulfill their new 
roles, and conduct meaningful performance appraisals. 

Achieving Success: Support the Innovators and Mobilize 
the Ranks 

We are convinced that as the leadership defines an organizing vision 
and as the union initiates a broad educational process to alter its culture, 
two additional factors can help carry the change process toward success. 
First, the union must support those innovators who struggle to give the 
union's organizing vision concrete meaning in the real world. Second, the 
union must mobilize the active support and participation of the rank-and
file membership. 

In many unions including these four, a greater premium is sometimes 
placed on political loyalty than on principle or performance. There tends to 
be a mild obsession with protocol and a fear of even appearing to rock the 
boat. But when creative leaders at the periphery experiment with ways to 
apply the union's new vision to the circumstances they face in the field, the 
broadly sketched vision begins to become a reality. To give license to those 
innovators who have embraced the organizing vision and wish to bring it to 
life, the top leadership in several of these unions has recently departed 
from accustomed practice and begun to encourage reasonable risk taking 
as well as widespread networking among activists across traditional organi
zational lines. As the innovators experience some measure of success (for 
example, applying the organizing model of unionism to the conduct of local 
union affairs or implementing particularly creative and effective external 
organizing strategies), the top leaders should recognize and honor their 
efforts. By highlighting and rewarding successful change, the leaders can 
urge others to replicate those successes and promote the dissemination of 
an organizing focus throughout the union. 

The final arbiter of organizational change in a labor union is the mem
bership. Without rank-and-file support, even the most determined leaders 
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will succumb to the political will of their constituency. Without member
ship participation, even the most energetic change agents will exhaust their 
stamina. To their credit, these four unions are pursuing ambitious mem
bership mobilization initiatives. They are implementing educational pro
grams that are being brought directly to their rank-and-file members by 
union trainers from the local, district, and international offices. 

The IBEW developed the Construction Organizing Membership Edu
cation Training (COMET) and trained more than 600 instructors who have 
delivered the program to more than 20,000 members. It followed up \Vith 
the Membership Education and Mobilization for Organizing (MEMO) 
course for membership in its manufacturing, telecommunications, utility, 
and broadcasting branches. The UBCJA and IBPAT customized the 
COMET for their respective unions and plan to train more than 100,000 
members over the next year. 

In the case of the IBPAT, the entire leadership of the international 
union participated in an intensive train-the-trainer course so that even vice 
presidents could deliver the union's organizing message among rank-and
filers. In the AFGE, current plans call for the new activist program, which 
is replacing stewards' training, to be delivered throughout the union by 
members of the organizing staff to ensure that the organizing focus is 
retained. AFGE President John Sturdivant has emphasized to his staff that 
a holistic approach is necessary, tying organizing to all of the union's other 
functions. 

So far, members have greeted these programs enthusiastically. In addi
tion to inspiring the membership to support the union's organizing mission, 
the training is bridging the proverbial gap between leaders and led, miti
gating the suspicion that many rank-and-filers have of the international 
office as a distant and mysterious body. As a result, these unions are begin
n ing to enjoy a greater unity of purpose than they have experienced in 
many generations. 

Conclusion 

Reinventing an organizing union is a daunting task. vVith a unifying 
vision, strong leadership, broad ownership, and well-conceived educational 
programs, these unions may be on the verge of achieving a substantive cul
tural, stmctural, and strategic transfiguration. A reallocation of resources 
and a restructuring of the union accompany these initiatives, but an affec
tion for quick structural fixes to longstanding problems will likely hinder 
rather than help the change process. vVhile visionary leaders at the top of 
the organization are essential, there is a limit to what they can accomplish. 
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In fact, the rubber meets the road out in the field where innovative risk 
takers, determined activists, and rank-and-file members will ultimately 
decide if these organizations truly become organizing unions. 



DISCUSSION 

MARK ERLICH 
Carpenters Local 40 

I have had the good fortune of being exposed to several strategic plan
ning programs, both as part of the development process and as an officer in 
the union institution (presumably) undergoing change. My experience, while 
limited, dovetails with many of the observations made by the panelists. 

Strategic planning has an appealing ring because anyone with a stake in a 
viable labor movement recognizes its current precarious condition. It's easy 
to say, 'Tm for change." However, the universally acknowledged need for 
change can mask profoundly different agendas . Leaders of once mighty insti
tutions wring their hands over declining membership figures and industrial 
clout, while activists who view labor's mission as an agent of social change 
mourn the loss of political influence and a defining vision. A strategic plan 
for a labor organization in crisis must address both form and function. There 
is nothing wrong with clarifying chains of command and improving financial 
responsibility, but what is required in today's context transcends the skills of 
accountants and organizational flow chart experts. Structural reforms must 
be enacted in the service of transformed programs and mission. 

Labor educators/consultants have a crucial role to play in assisting 
unions in need of change. Any institution with entrenched ways of doing 
business-particularly one that lurches from crisis to crisis in a predomi
nantly hostile economic and political environment-needs the perspective 
of outside observers to submit relatively objective assessments of strengths 
and weaknesses. In addition, this very "outsider" status offers a unique 
opportunity to make controversial recommendations untainted by internal 
political ambitions. Experienced and effective educators understand the 
l imits and exploit the opportunities that their role offers. While they may 
not be in a position to implement proposals, their political insulation frees 
them to challenge the most basic institutional assumptions. 

There are several principles that I believe arc essential for a successful 
organizational self-examination and reorientation: ( l )  There must be a con
sensus about the natnrc of the environment that the union operates in and 

Author's Arldrcss: Carpenters Local 40. IO!:l Smith Place, Cambridge, M i\  0213/l. 
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how it has changed from the previous environment that defined the cur
rent set of operating assumptions. (2) There must be an acceptance of and 
participation in the process at all levels of the organi?.ation. (3) An action 
program must be developed and implemented with clear responsibilities 
and a system of accountability. (4) There must be follow-through beyond 
the initial burst of enthusiasm and agreed-upon goals in order to evaluate 
successes and failures. 

In their most successful forms, these organizational interventions result 
in nothing less than a transformation of the internal life and culture. The 
extraordinarily successful COMET project in the building trades, designed 
largely by Jeff Grabelsky (one of today's panelists), is a four- to five-hour 
educational program that walks union members through an introduction to 
the dynamics of the construction industry, an analysis of the union's failure 
to respond to changing conditions, and a prescription for a new set of oper
ating assumptions based on organizing. Its success flows from a sophisti
cated understanding of the painstaking measures it takes to make funda
mental change acceptable and even imperative to individuals within an 
entrenched institutional culture. 

All of the papers in today's session highlight the particular characteris
tics of labor organizations. Clearly, strategic planning in the union sector 
involves issues that have nothing to do with a corporate model. The pan
elists (all of whom are practitioners) uniformly emphasize the adoption of 
an organizing style of unionism as an indispensable outcome of a successful 
strategic planning process. 

The opposition of servicing vs. organizing models strikes me as some
what artificial. After all, newly organized members must have been con
vinced of the unions' ability to service effectively or they would not have 
joined. Similarly, routine servicing is now so difficult in the present envi
ronment that full-scale organizing-style campaigns are often required just 
to carry out the union's basic collective bargaining functions. Whatever the 
paradigms may be called, all three papers advocate innovative, proactive, 
and inclusionary strategies to rebuild and extend labor organizations and 
replace the sedentary status quo. 

However, consultants must not only be right but also sensitive to how 
organizational change really occurs. Widespread skepticism exists at the 
local level regarding new initiatives by international unions that sit on 
shelves and gather dust. As Fitzpatrick and Waldstein put it, "a strategy 
isn't the right one if it is not carried out." 

Most strategic planning initiatives have taken place at the national 
level. Part of the political reality of labor organizations is the chasm that 
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separates the experience of the average member from their representatives 
in international offices. Programs that are born in V/ashington, D.C.,  con
ference rooms must grow to maturity in local union halls and workplaces. A 
strategy isn't the right one if it does not connect the day-to-day working life 
of the existing (and potential) union member \vith a broad-based vision of 
institutional reform. Whatever else is true, unions should be the collective 
expression of individual workers. 



V. THE RISE OF INDUSTRIAL UNIONISM : 

WHAT IS THE RELEVANCE OF THE 

1 930S TO MODERN INDUSTRIAL 

RELATIONS? 

The Pol it ics of Labor 
i n  1 930s America 

GARY GERSTLE 
The Catholic University of America 

In the 1930s the American labor movement finally achieved two goals 
that had long eluded it: first, governmental recognition and protection of 
the right of workers to join unions of their own choosing, and second, the 
endowment of those unions with the right to bargain collectively with 
employers. These rights, extended to workers and unions in the National 
Labor Relations Act of 1935, propelled a dramatic rise in union member
ship and union power over the next ten years and made the labor move
ment an important and enduring feature of the American industrial and 
political landscape. The participation of workers in unions rose from 10% 
of the nonagricultural work force in 1929 to 35% in 1945. Among mass 
production workers, the percentage reached an impressive 65%. Con
fronted by this hard mass of organized labor and bound by law to negotiate 
with its representatives, corporate managements raised wages; reduced 
hours; offered medical, insurance, and pension benefits; and accepted an 
elaborate regime of union-instituted work rules limiting management's 
autonomy on matters of hirings, firings, promotions, transfers, and over
time. As a result of these changes, a large segment of the American work
ing class was able to lift itself out of poverty, insecurity, and powerlessness. 

Author's Address: Department of History, The Catholic University of America, Wash
ington, DC 20064. 
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Millions, in other words, experienced a profound transformation in the 
conditions of their lives and labor. 

Historians have devoted a great deal of attention to labor's rise to power 
during the last ten years, turning out a large number of works on labor lead
ers and union building; rank-and-filers and working-class cultures; the evolu
tion of workplace regimes; the relationship between the labor movement 
and New Deal reform; the effects of war mobilization on union develop
ment; and the role of ethnic, racial, and gender factors in shaping organized 
labor's character. Today I want to present the findings of that scholarship as 
they pertain to two interrelated questions: How did the labor movement 
gain its initial strength in 1934, 1935, and 1936? What made contemporaries 
and subsequent generations of scholars regard it as a force that could not 
easily be ignored or defeated? Answers to these questions may help us imag
ine how organized labor can once again command respect and influence. 

The traditional explanation for labor's 1930s rise emphasizes economic 
factors. In this view, the Great Depression discredited capitalists who had 
claimed success for the prosperity of the 1920s and spread sullenness and 
anger through the ranks of American workers. This was a tinderbox waiting 
to explode, which it did in the massive, violent strike wave of 1934, a devel
opment that the historian Irving Bernstein has appropriately labelled 
"eruption." Dissident labor leaders seized upon this moment of rank-and
file revolt to secede from the timid American Federation of Labor and 
establish the aggressive Committee on Industrial Organization (CIO). 
President Roosevelt, meanwhile, reoriented his reform program away from 
the interests of big business toward the needs of ordinary working Ameri
cans. The result was the second New Deal, a 1935 reform burst that 
included Social Security, the Wealth Tax Act, the Utilities Act, and of 
course, the National Labor Relations Act (Bernstein 1969). 

An economic logic is at work in this interpretation of events: economic 
depression, economic misery, union mobilization, political breakthrough. 
But I wish to argue that several political developments independent of the 
Great Depression itself were of equal importance in propelling labor's rise. 
The first was the political awakening of European ethnics; the second was 
the rise of a prolabor, policy-making elite linked to important sections of 
the Democratic Party and to powerful industrialists and financiers; the 
third was the labor movement's ability to rework the nation's political cul
ture-specifically its national myths-in ways that legitimized working
class aspirations. The first two developments--ethnic political awakening 
and the rise of a new elite-had roots that extended back into the 1920s, 
which is where our investigation of them must begin. 
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An Ethnic Political Awakening 

The working class of the 1920s---concentrated in the Northeast, Mid
west, and California-was predominantly ethnic. In the \Vest, Mexicans 
were an important group, but in the Midwest and Northeast, Europeans 
predominated. Just how ethnic urban industrial America was in the 1920s 
is not always appreciated. Consider these statistics from the 1930 census: 
Immigrants and their children formed three-fourths of the population of 
New York City and Boston; two-thirds in Chicago; and more than half in 
Philadelphia, Pittsburgh, Youngstown, Detroit, Minneapolis, and San Fran
cisco. These percentages understate the ethnic presence because they do 
not include the third generation-the grandchildren of those immigrants 
who arrived in the 1880s and 1890s (U.S .  Bureau of the Census 1930). 

Understanding the experience of these ethnics requires that we put 
aside notions of the 1920s as a "jazz age" in which all Americans delighted 
in the thrills of mass culture and the affluence of a mass market. Millions 
of ethnics felt culturally besieged in those years. They suffered from the 
powerful resurgence of the Ku Klux Klan and the plain wish of its four mil
lion members to rid the country of Catholics, Jews, and blacks. Not only 
was nativist sentiment in ascendance, but the government showed an 
unprecedented willingness to use its powers to encode such sentiment in 
law. Prohibition ( 19 19),  immigration restriction ( 1924) ,  and mandatory 
Americanization programs initiated by state governments were coercive 
measures designed to strip immigrants of their foreign languages, customs, 
and politics. Many ethnics viewed the execution of Sacco and Vanzetti in 
1927 as an anti-immigrant act; had these men been native-born Protes
tants, they felt, their lives would have been spared (Higham 1955) .  

Ethnic minorities did not react passively to  such attacks. To the con
trary, 1920s-style cultural repression made them more determined to 
develop the political muscle necessary to defeat the forces of nativism, to 
get the "state" off their backs, and if possible, turn governmental cultural 
policy in a more liberal direction. One sme sign of this resolve was the 
sharply ri sing number of immigrants who decided to become American cit
izens.  In that decade alone, the number of naturalized citizens among 
immigran t Poles, Yugoslavs, Italians, and Hungarians doubled (Ucda 
1 980:747) .  Newly arm eel with the vote, many began turning out on election 
clay to defeat anti-ethnic city councilmen, mayors, state representatives, 
and even an occasional governor. In \\'oonsocket, Rhode I sland, a predomi
nantly French-Canadian textile city of 50,000, voter turnout quadrupled 
from 2.500 in l 9 1 2  to l l  ,500 in 1 924; by 1 940 it had nearly doubled its 
l 924 total ,  reaching 2 1  ,000 ( Gcrstle 1 9139: 1 79 ) .  The introduction of 
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women's suffrage in  1920 can explain only a portion of that astronomical 
rise. 

This ethnic mobilization was every bit as significant as the mobilization 
of black voters would be forty years later. In its broadest sense, it articu
lated a claim by European ethnics that they were citizens who would no 
longer tolerate discrimination and prejudice. As full-fledged Americans, 
they were determined to exercise their right to shape the country's present 
and future (Gerstle 1986). Much of this awakening occurred in piecemeal, 
fragmented ways that rendered it invisible in national politics to all but the 
most perceptive observers. But in 1928 through the Democratic presiden
tial campaign of the Catholic New York governor AI Smith, the various 
local ethnic groups discovered that they were part of a movement of 
national proportions. Their solidarity enabled Smith to carry the nation's 12 
largest cities and signalled the emergence of the ethnic vote as  a major 
political force (Anderson 1979; Kleppner 1982). 

This ethnic awakening bore a complex relationship to trade union poli
tics. · Though most ethnic groups included large working-class majorities, 
the political leadership of their communities often resided with middle
class elites whose politics were hostile to working-class agendas. AI Smith 
himself exemplified this pattern. Smith was a l iberal in cultural matters, 
insisting that the government had no right to tell people how to live, what 
to drink, or what language to speak in their schools; but in matters of eco
nomic regulation and social welfare he was a conservative. He did not think 
that the federal government should grant trade unions rights and protec
tions, devise industrial policies like minimum wages that protected the 
weak, or "meddle" in other matters properly left to businessmen them
selves. Competing economic forces like capital and labor, he believed, 
should meet in the marketplace, compete for advantage, and accept the 
consequences (Siegel) .  

An alliance benveen ethnics and the labor movement could not really 
occur until AI Smith and conservative middle-class elites more generally lost 
their grip on ethnic leadership. Intra-ethnic class conflicts broke out 
throughout the 1920s (Gerstle 1989), but only in the early 1930s were mid
dle-class elites deposed. As Lizabeth Cohen has shown us in wonderful 
detail (Cohen 1990), the Great Depression smashed the economic base 
(ethnic banks, fraternal and credit societies, retail stores, charities) on which 
their power and authority rested. Their decline made it possible for rival 
leaderships--comprised sometimes of ethnic radicals already present in the 
communities, and other times of labor organizers coming from the out
side-to bid for power (Cohen 1990; Gerstle 1989). These new leadership 
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groups appealed to the ethnics' desire to become American and to claim 
their rights as citizens, but they used patriotic rhetoric to set forth a series 
of explicitly working-class demands: that the government protect the rights 
of workers to organize, limit the power of capital, and redistribute economic 
power. By so doing, the government would honor the country's historic 
commitment to equality and democracy (Gerstle 1989). Millions of ethnic 
workers endorsed these claims as a proper expression of their patriotism. 
These are the circumstances in which European ethnics aligned themselves 
with organized labor, an alliance that would secure the North for the 
Democratic Party from 1936 to 1968. 

A New Policymaking Elite 

Equally important to the political alliance taking shape in the 1930s was 
a new policymaking elite that had cohered in the 1920s. This elite brought 
together progressive unionists like S idney Hillman, industrial relations 
experts like John R. Commons, jurists like Louis Brandeis and Felix Frank
furter, capitalists l ike the Filene and Bamberger families, investment 
bankers like Lehman Brothers and Goldman Sachs, and think tanks like 
the Twentieth-Century Fund. \\1hat brought them together was a desire to 
eliminate the raw, often violent, class conflict that had disfigured American 
society throughout the Progressive era. This could not be accomplished 
through free enterprise. To the contrary, laissez-faire had produced the 
sorry state of affairs they wished to overcome. Social harmony could only 
be achieved through labor organization and collective bargaining. Collec
tive bargaining would introduce constitutional regimf's to workplaces. Con
tracts would specify the rights and responsibil ities of employers and 
employees. Unionized workers, possessing legitimate channels for express
ing their discontent, would shed the impulse to protest through strikes, 
sabotage, and slowdowns. Collective bargaining would also civilize and dis
cipline workers (especially those from "primitive" peasant backgrounds) ,  
imbuing them with a proper regard for the rule of law, the consent of  the 
governed, the use of procedure, and other key principles of Anglo-Ameri
can jurisprudence (Fraser 1 989, 1991 ;  Lichtenstein 1993) .  

The gains of this system were to be measured not only in terms of social 
peace and individual dignity but also in terms of efficiency. Disdplined, sat
isfied workers would improve their productivity, yielding greater profits to 
employers and, equally importantly, higher wages to workers . Achieving 
higher wages was a crucial goal not only to the unionists in this elite but also 
to its capitalists and investment bankers. Having made their fortunes in mass 
merchandising, real estate, and related sectors of burgeoning urban markets, 



THE RISE OF INDUSTRIAL UNIONISM 1 13 

businessmen like Edward Filene understood that higher wages would raise 
consumer demand and thus increase the size and profits of their merchan
dising and financial empires. 

Even before the Depression hit then, an important segment of the 
American business community had indicated its willingness to support 
unions and high wages. Policymakers within this elite were proto-Keyne
sians, calling for the state to use its fiscal and monetary powers to stimulate 
purchasing power in times of depression. This elite was not particularly 
influential during the early days of the New Deal. But when the first New 
Deal failed to procure recovery and social unrest rose sharply, Roosevelt 
turned to it for aid in designing the second New Deal. This elite's academi
cians and lawyers became both the architects and administrators of the 
famed N ew Deal welfare state: a rambling collection of state agencies 
including the Departments of Labor and Interior, the Works Project 
Administration, the National Labor Relations Board, the Federal Reserve, 
and the Rural Electrification Agency. The e lite's corporate sponsors 
opened their coffers to help reelect Roosevelt in 1936 and became, in the 
process, key players in the liberal Democratic coalition assembled by Roo
sevelt that year (Fraser 1989, 1991 ) .  

"Coalition" i s  the crucial word in this analysis. Labor's political break
through in the 1930s was not entirely of its own doing. It depended for its 
mass support on a broad mobilization of ethnic voters. Its legislative 
accomplishments required the aid of a policy-making elite whose academic 
credentials and corporate connections gave it access to high levels of state 
power. 

The breadth of this coalition helps to explain the third political devel
opment of the 1930s-the labor movement's success in reworking motifs 
central to the nation's political culture. In the 1920s, corporate America 
had successfully defined the key principles of American politics in terms 
that suited their own interests. Freedom meant laissez faire; liberty meant 
the opportunity to accumulate large fortunes; democracy meant disorder. 
Unions were portrayed as "unAmerican" because they allegedly shackled 
freedom and individuality. In the 1930s unionists moved aggressively to 
wrest control of this "language of Americanism" from their corporate oppo
nents. "I yield to no man the right to challenge my Americanism," John L. 
Lewis liked to declare. Unionists everywhere portrayed themselves as the 
true heirs of the founding fathers. Their movement-not the malevolent 
"economic royalists" bent on industrial and political domination-nurtured 
the sacred principles of 1776. The success of the republic depended on 
labor's efforts. "U ntil the millions of farmers and industrial workers of 
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America have reached a status of economic independence," declared one 
group of textile unionists in 1941 ,  "the work launched by Washington and 
Lincoln cannot be considered complete. "  On another occasion, this same 
group opined: "Our forefathers stated their rights in the Declaration of 
Independence and set up a free government to protect them. But to have a 
free government you must have recognition and respect of your rights in 
the workshop as well as the polls" (Gerstle 1989:177-87). Industrial democ
racy was political democracy's necessary companion. 

A short paper cannot do justice to the intricacies or influence of labor's 
campaign to imbue key words in the American political vocabulary with 
prolabor meanings. I have sketched its broad outlines in order to under
score the degree to which the rise of labor in 1930s America depended on 
political developments-in this case, a transformation in political culture
independent of the confrontations and negotiations of employers and 
employees at the point of production. 

No facile comparisons should be made between the 1930s and 1990s, 
even though the loss of jobs and fall in incomes during the last ten years 
have caused a degree of working-class suffering not seen since the days of 
the Great Depression. The decline of manufacturing, the exodus of 
employers and jobs from cities, the increasing proportion of women and 
racial minorities in the work force, the globalization of manufacturing and 
finance: all these developments are reconfiguring the economy and its 
working class in fundamental ways. A labor movement of the future will no 
doubt have to depend on union structures and organizing strategies differ
ent from those employed in the 1930s. But one lesson from the 1930s does 
seem relevant. The history of that era demonstrates that an American labor 
movement cannot succeed without allies. It must find a way to appeal to 
groups like women and racial minorities whose experience of discrimina
tion is as much cultural and political as economic. It probably must find a 
way, too, of linking up with employer and academic groups whose money, 
contacts, and knowledge allow access to state power. It must find a way, 
finally, of aligning itself with the nation's core principles, a cultural project 
aimed at insisting that labor stands for those principles the nation holds 
most dear. 

References 

Anderson, Kristi. 1979. The Creation of a Democratic Majority, 1928-1936. Chicago, IL: 
University of Chicago Press. 

Bernstein, Irving. 1969. The Turbulent Years: A History of the Worker, 1933-1941 .  
Boston, MA:  Houghton Miffiin. 

Cohen, Lizabeth. 1990. Making a New Deal: Industrial Workers in Chicago, 1919-1939. 
New York: Cambridge University Press. 



THE RISE OF INDUSTRIAL UNIONISM 

Fra�er, Steve. 1989. "The 'Labor Question. ' " In Steve Fraser and Gary Gerstle, eds . ,  
The Rise and Fall of the New Deal Order, 1930-1980. Princeton, NJ:  Princeton Uni
versity Press, pp. 55-84. 

-------:-' 1991 . Labor Will Rule: Sidney Hillnum and the Rise of American Labm: 
New York: Free Press. 

Gerstle, Gary. 1986. "The Politics of Patriotism: Americanization and the Formation of 
the CIO." Dissent (Winter), pp. 84-92. 

______ . 1989. Working-Class Americanism: The Politics of Labor in a Textile 
City, 1914-1960. New York: Cambridge University Press. 

Higham, John. 1955. Strangers in the Land: Patterns of American Nativism. New 
Brunswick, NJ: Rutgers University Press. 

Kleppner, Paul. 1982. Who Voted? The Dynamics of Electoral 1itmout, 1870-1980. New 
York: Oxford University Press. 

Lichtenstein, Nelson. 1993. "Great Expectations: The Promise of Industrial Jurispru
dence and its Demise, 1930-1960." In N elson Lichtenstein and Howell John Harris, 
eds., Industrial DenuJcracy in America: The Ambiguous Promise. New York: Cam
bridge University Press, pp. 113-41. 

Roosevelt, Franklin D. 1976. The Public Papers and Aclllresses of Franklin D. Roosevelt, 
Volume 5. New York: Random House. 

Siegel, Fre(l. "The New Left, the New Right, and the New Deal." Unpublished paper, 
Cooper Union. 

Ueda, Reed. 191m. "Naturalization and Citizenship." In Stephan Thernstrom, ed. ,  The 
Harvard Encyclopedia of American Ethnic Groups. Cambridge: Harvard University 
Press, pp. 734-748. 

U.S. Bureau of the Census. 1930. Fifteenth Census of the United States, 1930, Poprtla
tion, Volume III. Washington, DC: GPO. 



Race, Eth n icity, and the Culture 
of I ndustrial U n ionism 

LIZABETH COHEN 
New York University 

We're all quite familiar with the dismal state of organized labor in the 
United States today, the recent success of American Airlines' flight atten
dants notwithstanding. The AFL-CIO now represents less than 17% of the 
work force, while American workers earn roughly 45% less than heavily 
unionized German workers. Workers over the last twenty years steadily 
have lost well-paying manufacturing jobs, often replacing them with lower 
paying and nonunion service jobs in the postindustrial economy. Unions 
are under constant pressure to grant employers concessions-in pay, bene
fits, and job rules-to help them stay competitive globally, though workers 
worry that these concessions only make company executives and stockhold
ers richer. And in the vacuum produced by union decline, there is increas
ing talk in Washington, in corporate boardrooms, and in union headquar
ters about reviving joint labor-management work councils, those creatures 
of the 1920s and 1930s known as "company unions" (Goodwyn 1992; 
Uchitelle 1993). Contemporary union-management relations are looking 
more and more like a party at management's bouse that unions are invited 
to attend if they mind their manners as good guests. If they revert to for
mer, tougher behavior and act too independent, there's a good chance 
they'll be shown the door and even told that the party has been cancelled 
altogether. To stay and play the boss's games or to run the risk of being a 
party pooper or even worse, a party wrecker, is the choice before many 
unions, in what has become almost as much a postunion as postindustrial 
era. 

One reason that we are gathered here today to consider "the relevance 
of the 1930s to modern industrial relations" is, I am assuming, to under
stand better why the rise of industrial unionism happened in the thirties, 
particularly on the tail  of another era of l abor decline-the 1920s.  
Although drawing lessons from history can be tricky and historical parallels 
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are often more complex than they seem at first, I nonetheless think that 
probing the cycle from labor's nadir in the 1920s to its resurgence during 
the late 1930s and World War II can be instructive. In significant ways the 
current labor scene resembles the 1920s, with employers gaining the upper 
hand and the union strength of World War I and its immediate aftermath 
receding farther and farther into memory. It is not irrelevant, then, to ask 
how organized labor revived in the 1930s and speculate about the likeli
hood of that happening again. 

The first impulse of many labor historians would be to point to the 
importance of the passage of federal legislation, particularly Section 7 A of 
the National Industrial Recovery Act of 1933 and then the National Labor 
Relations Act (NLRA or Wagner Act) of 1935, as the determining factors in 
labor's revival. When Uncle Sam and FDR let workers and employers 
know that they supported workers' right to organize and bargain collec
tively, the argument goes, there was no turning back. By analogy, if only 
Bill Clinton, Robert Reich, and others in the White House and Congress 
would take decisive action to protect unions, the climate for labor would 
improve today. 

My research (Cohen 1990) on the experience of rank-and-file workers 
in Chicago during the 1920s and 1930s indicates that federal action was 
important, but not sufficient. True, it gave legal assistance and legitimacy 
to industrial workers' longstanding efforts to organize. But it still took 
grassroots, rank-and-file militance to spur national politicians to enact pro
labor legislation and then to ensure that the Democratic administration 
implemented it in the ways intended, so that laws and rulings were not 
obfuscated by the maneuverings of corporate lawyers. Then, as now, labor's 
right to hold NLRB-supervised elections did not always lead to them tak
ing place and being honored. 

My research into the CIO's struggle to organize manufacturing plants 
in Chicago concludes that a 'Whig" history of the state's growing role in 
industrial relations on behalf of labor overlooks the extent to which the 
pressure of rank-and-file workers brought about the support of the New 
Deal state as well as how mixed in impact much of this governmental 
action was, necessitating additional pressure from the rank and file to 
achieve its promised ends. To a large extent, it was the actions of workers 
that ensured these new protections by the state. 

First, it took strikes and other agitation by rank-and-file workers to 
move Roosevelt's administration from a symbolic but unenforceable 
acknowledgment of workers' right to organize under the NRA to the estab
lishment of real machinery to facilitate unionization through the Wagner 
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Act. Widespread work stoppages in the months after the NRA passed made 
1933 a more militant year than any since 1921 .  To be sure, the violent 
strikes initiated by auto workers in Toledo, teamsters in Minneapolis, and 
longshoremen in San Francisco during 1933 and 1934 most alarmed the 
Roosevelt administration, but so too did the calmer grassroots organizing of 
industrial workers like those who made steel and tractors in Chicago. '.Vork
ers at U .S. Steel's South Works and International Harvester's Tractor Works 
agitated particularly hard to tum the company-dominated Employee Repre
sentation Plans (ERPs), set up in the wake of the NRA, into launching pads 
for genuine unions. Worker pressure at all levels pushed at the limits of the 
NRA, and when it was ruled unconstitutional helped convince the adminis
tration to back the Wagner Act. 

Although the Wagner Act was a big improvement over the NRA, it still 
had limitations that required rank-and-file workers to keep the pressure on 
employers at the shopfloor. For instance, Armour and Company refused to 
recognize the results of NLRB-supervised elections, while International 
Harvester persisted in illegally promoting "independent" unions that it 
dominated and stalled for time through legal maneuvering. At these plants 
and many others, workers resorted to slowdowns and similar shopfloor 
actions to keep the heat on their employers. When, for example, Armour 
refused to recognize the Packing House Workers' Organizing Committee 
(PWOC) after a fair election, workers responded with a plantwide "whistle 
bargaining" strategy of meeting every grievance with a secret signal to stop 
work. Another approach, the "Rizz-ma-tizz," gave the illusion that workers 
were producing normally, while in actuality they were slowing down to 
keep their foreman from making his quota. 

The Wagner Act necessitated shopfloor activism not only because of 
weaknesses in its bureaucratic procedures but also because of its supposed 
strengths .  By requiring unions to win by majority vote, the NLRA forced 
them to gain widespread support in the plants they were organizing. A 
smal l  group of militant workers could c lose clown a plant and make 
demands on management on behalf of all employees much more easily 
than it could win the support of a majority of workers. The NLRA thereby 
pushed militants to develop shopfloor strategies to broaden their base 
among the rank and file. Organizing success so depended on rank-and-file 
action, in fact, that a top-down union like the Steelworkers' Organizing 
Committee (S\VOC) found itself anxious to suppress the rank-and-file 
participation it had previously encouraged once a contract was s igned. 
National S\VOC leaders struggled to discipline rank-and-file members at 
U.S .  Steel to respect prerogatives from the top and still pay their dues. 
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Significantly, at steel mills where SWOC did not yet have contracts and 
hence could not control the rank and file, shopfloor agitation persisted. 
According to a grassroots leader at Inland Steel, workers "never had it so 
good" as before they got a contract, when the rank and file ran the show. 
Locals at mills like Inland Steel, he continued, remained more autonomous 
and "the workers developed the most militant and the most inspiring type 
of rank-and-file organization that you can have . . . .  As a result of the 
enthusiasm of the people in the mill, you had a series of strikes, wildcats, 
shutdowns, slowdowns, anything working people could think of to secure 
for themselves what they decided they had to have" (Cohen 1990:306-7). 

The machinery of the NLRA, therefore, cannot alone be credited with 
bringing mass production workers into unions during the 1930s. The big 
breakthrough at U.S. Steel took place before the Wagner Act was ruled 
constitutional, and the union struggles that followed elsewhere required at 
least as much shopfloor support from rank-and-file workers. Often it mat
tered more that workers could use the threat of government intervention 
against their employers than that the government in fact intervened, as 
when a Swift worker fought off his bosses's illegal harassment by yelling 
that they either give him a discharge card or get the hell away from him, 
"unless they wanted to sit in the witness chair and tell the government 
what they were trying to do" (Cohen 1990:308). 

Recognizing that the mindset and behavior of rank-and-file workers 
mattered greatly in bringing about the industrial union breakthroughs of 
the 1930s has repercussions for contemporary labor. In an era of intense 
competition for jobs due to industrial decline and corporate downsizing 
and sharp tensions among workers resulting from affirmative action and 
identity politics, it is difficult to imagine a reoccurrence of the rank-and-file 
solidarity that the shopfloor actions of the 1930s required. 

But here history can help us again, for it reveals that the CIO in Chica
go-as across the nation-faced a situation not so very different during the 
1930s. First, the economic problems of the Great Depression were obvi
ously worse than today, but still workers competed with each other for jobs 
and the favor of managers empowered to distribute much reduced working 
hours. Second, then as now, workers' ranks were divided. Race, ethnicity, 
and skill divisions had a long history of undercutting union solidarity, most 
recently during the big strikes following World War I. Many Chicago fac
tory workers in the 1930s were first- and second-generation immigrants 
who spoke a European language more fluently than English and who dis
trusted Chicagoans outside their own tight ethnic communities. Similarly, 
African Americans were often more suspicious of what they viewed as 
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"white unions" than of their white employers, and past experience in the 
South and in the era of 1919 had given them good reason to be. True, some 
of these tensions began to decline over the course of the 1920s and early 
1930s (Cohen 1990). More workers were American born and educated and 
English speaking, and they had come to share more mainstream cultural 
experiences as mass culture gradually displaced immigrant cultural life. 
E mployers' welfare capitalist schemes of the 1920s, moreover, had ironi
cally encouraged new kinds of contact and cooperation on the shopfloor, 
b reaking down longstanding barriers between workers. Nonetheless, 
industrial workers in a city like Chicago were not natural allies, inevitably 
fated to be comrades in arms. 

But how, in the midst of the Great Depression with a history of worker 
disunity, did labor m ilitants and the CIO inspire a working-class population 
to recognize that individual survival depended on collective action and soli
darity? This is obviously a difficult and complex question, but the part of 
the answer I want to stress today is that the CIO explicitly constructed 
what I call a "culture of unity" to energize the kind of broad-based organi
zation necessary to catalyze the state for labor and to challenge employers. 
This was a multidimensional project which gave people tremendous 
psychological , social, and cultural support for casting their fates with 
unions. It  operated simultaneously on the symbolic but powerful level of 
wearing union buttons, to encouraging social interaction outside work 
through new union recreation programs, to explicit strategies for overcom
ing racial and ethnic divisions. Whereas in 1919, for example, black steel
workers in Chicago had been excluded from most union meetings and 
quickly became identified with strikebreaking, in the 1930s interracial soli
darity became a great concern of the S\VOC's campaign. Everywhere that 
the CIO organized in Chicago, in fact, according to a packinghouse orga
nizer, "we were making a religion of racial unity." \Ve need not romanticize 
it. "Overcoming prejudice didn't mean anyone got invited to somebocly's 
house for Christmas dinner," the same unionist noted (Cohen 1990:337) .  
But  in crucial ways the CIO went further in promoting social harmony 
than any other institution in existence at the time. 

I would like to suggest that the moral of this historical stmy for the 
present is that it is time for a revival of a union-initiated "cultmc of unity. " 
Undeniably, the world is a different place in  the 1990s than the 1 930s. 
Most notably, the potential for unity through class identity has been diluted 
as postwar prosperity has encouraged a more middle-class consciousness 
among many working people. But new grounds exist for unity that were 
not as compelling in the thirties. For example, the American Airlines flight 
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attendants explicitly built on the prevailing female gender identity and ties 
of that occupation to coalesce a nationally dispersed work force in a declin
ing industry. M ost importantly, I want to stress that if the 1930s is any 
guide, improvements in the current environment for labor will not come 
solely from changes in national policy but have to be accompanied by 
changes within the hearts of workers on whatever the modern day 
"shopfloor" might be. Just as Section 7A and the Wagner Act were not 
enough in the 1930s, so President Clinton's intervention on behalf of the 
flight attendants would not have happened if they had not mobilized. And 
if established unions or newly constituted organizations can manage to cul
tivate a new sense of shared fate and mutual respect among workers, labor 
could find itself at the forefront of a larger cultural revolution that this 
country certainly needs. After more than a decade of a revived Social Dar
winism under the Reagan/Bush regime, labor could be poised to shape an 
alternative culture where the good of the many is more defensible than the 
entrepreneurial success of the few, and where multiculturalism serves to 
build a collective culture based on mutual respect, not just to embody 
demands for respect from particularistic social groups. 
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"Amnesiacs i n  a Ward on F i re" : 
G ender and the Cris is of Labor 

Viewed from the 1 930s 

ELIZABETH FAUE 
Wayne State University 

Current debates about the crisis of American labor in the 1990s ques
tion both the origins of the crisis and the serviceability of the past in 
explaining and reversing labor's declining membership and power. Some 
argue that structural changes in the labor force, the economy, and the 
political system have rendered history irrelevant. ( Kochan, Katz, and 
McKersie 1986; Heckscher 1987; Brody 1989, 1992). We are no longer an 
industrial country, but a postindustrial one; workers identify less as work
ers than as members of social groups. 

Arguing that the labor movement's problems are rooted in its assump
tion of power in the decade of the 1930s, other scholars have taken a his
toricist turn. Labor unions, it might be argued, do not require an industrial 
labor force, a productivist focus, nor a particular politics. "Labor" is not just 
an institutional structure resistant to change but a social movement capable 
of adapting to and instigating it. Thus the question is whether the crisis of 
labor is located in politics that are focused in the workplace and on produc
tion-its organization predicated on the existence of a largely industrial 
work force-or if the labor movement has or can recapture a politics 
located in the realm of social reproduction. 

Gender politics are central to understanding this debate. The ideology 
of gender difference in our society is implicated both in the changes that 
occurred in the 1930s and in the way that we have remembered, under
stood, and forgotten Depression-era labor. Hooted in a politics of social 
reproduction conducive to the participation of women, that labor move
ment began to take off in the mid- 1930s. By the end of the decade, how
ever, the labor movement became more workplace-oriented, constrained 
by a focus on production that left little room for community and family 
concerns and limited to a formal party politics. Due to bureaucratization, it 
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was also increasingly dependent on the rationalization of labor relations 
and to the state machinery of mediation and arbitration (Schatz 1983; Tom
lins 1985; Faue 1991) .  

This process had severe consequences for the labor movement of today. 
It marginalized rank-and-file participation-especially the participation of 
women; it suppressed dissent outside fairly narrow channels; it traded off 
the interests of its weaker unions and members for the sake of the stronger. 
In its focus on the workplace and labor relations machinery, it both ignored 
workers outside its ranks and delegitimated noninstitutional efforts. 

In all of this, the labor movement did exceptionally well by its members 
in terms of wages, working conditions, and benefits-at least from the 
period of World War II through the 1960s. Two generations of workers 
lived with the postwar labor accord and prospered. But the labor move
ment of the 1930s neither fully understood nor advocated an inclusive 
membership, even as labor leaders sometimes represented themselves as 
the voice of the working class, nor did the labor movement lay down foun
dations for the vastly different climate of the postindustrial age. 

What went wrong was the product less of poor prognostication than of 
faulty memory. In the process of establishing stable centralized unions with 
viable economic power and routinized political authority, the labor move
ment forgot how to build, organize, and extend the membership. Indeed, 
as the "iron law of oligarchy" (in the language of Max Weber) descended 
on labor's social movement, reordered authority relations, and routinized 
decision making, an inescapable and necessary byproduct was amnesia. 
The memory of how things were done was replaced with an institutional 
memory-or set of rules-about the way they should be done, in the way 
that custom and tradition disappear before codified law. In the 1930s this 
lapse of memory "disappeared" community-level leadership (what Weber 
might characterize as charismatic leaders) from the story of unions. 

There was no single forgetting here. The economic revival of the post
war years did not wipe out working-class memory of a fundamentally dif
ferent movement; new bureaucratic unions did. Labor papers of the period 
frequently misspoke and mistold the stories of earlier labor struggles, as in 
the disappearance of the 1909 shirtwaist strikers from the 1930s retelling 
of the origins of the International Ladies' Garment Workers' Union (Faue 
1991 :96). By the end of the 1930s labor unions and labor historians mis
placed Depression-era heroes as well. Not surprisingly, community-level 
leaders disappeared first, and we should expect no less in a labor move
ment that was centralizing. Then those who took no formal union office 
were submerged in the collective identity of "picket line," "crowd," and 
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"workers."  This collective amnesia was necessary-for institutional union 
history legitimated authority and grassroots memory disrupted it; but it 
nonetheless had the consequence of displacing not only the marginal, 
weak, and local from the institutional memory of unions and communities. 
It also suppressed the memory of how the labor movement built, struggled, 
and prospered in the first place. 

The contemporary crisis of labor was and is similarly shaped by amne
sia about movement building, politics, and gender. It possesses a strong 
resistance to recognizing demographic and political changes that is compa
rable to the labor movement of the 1930s. First, like the 1930s, the postwar 
period experienced shifts in the labor market and in family economies that 
have gone largely unrecognized-or certainly unmet-by the organized 
labor movement. As early as 1955 commentators predicted a crisis of labor 
( Mills 1956; Bell 1960); yet George Meany, head of the unified AFL-CIO, 
summarized union attitudes: "\Vhy should we worry about organizing 
groups of people who do not want to be organized?" (Shostak 1991 :59). His 
assumption that membership in the craft and industrial sectors would pro
vide long-term stability for unions almost dictated indifference as a strat
egy; the underfunding and disappearance of new organizing campaigns 
were superficial symptoms of chronic problems. 

The postwar AFL-CIO was similarly indifferent to the context that 
motivated labor force participation. Different family needs (especially the 
need for childcare among the growing number of two-income families) and 
new economic trends, which diminished opportunities for new generations 
of union workers, did not alter labor's strategy. Moreover, union leaders 
exhibited profound indifference to the consequences of demographic and 
economic changes that were already public knowledge. In a prophetic 
essay, sociologist Daniel Bell argued that labor had reached its saturation 
point in manufacturing. All other sectors of the labor force-agricultural 
labor, small firms, southern and rural industries, clerical, service, and pro
fessional work-were, from this perspective, "unpenetrable." Automation 
caused worker alienation and played into the employers' hands by creating 
redundant labor. Economic restructuring and global competition followccl, 
and government was no longer amenable to "helping" labor as it hac! been 
in the 1930s (Bell 1964) .  

There were more than political and economic obstacles in the way. 
According to Bell, the language of labor stood between the new workers 
(especially young female workers in clerical occupations) ancl tl 1e blnc-col
lar industrial unions which were, by implication, male arenas of contc�sta
t ion with manage ment .  Another problem was faul ty memory; labor 
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neglected its own successes in organizing clerical and service workers in 
the 1930s (e .g . ,  Cobble 1991) .  But while Bell and others were proven 
wrong in their pessimism about organizing service workers, Bell's argument 
about the demise of unionized industrial labor was prescient-only under
estimating the speed of decline. 

Contemporary labor commentators on the crisis of labor have as their 
central complaint and reason for union membership decline the deteriora
tion of the manufacturing sector, which had been overwhelmingly union
ized prior to the 1980s. In his analysis of the Hormel strike, for example, 
Peter Rachleff ( 1993) argues that revitalizing the labor movement requires 
the organization of service workers, but most of h is  prescription is 
grounded in the industrial sector. By using the Hormel strike as the tem
plate for the rebirth of the labor movement, Rachleff implicitly advocates 
the industrial model of unionism. Yet what was distinct in the Hormel case 
was not its manufacturing base but how the strike against the company 
overran the labor relations machinery and flowed into the public sphere of 
community politics (see also Moody 1988; Geoghegan 1991) .  

We similarly participate in a deathwatch over the United Auto Workers, 
keeping track of precipitous drops in membership and mourning the loss of 
auto-parts plants. While these losses are real, economic trends are away 
from the manufacturing sector and toward service work as the core of the 
labor force and even of organized labor. We need to remind ourselves that 
the UAW's largest local is comprised of government employees. AFSCME,  
SEIU, and the teaching federations are the fastest growing and most visi
ble members of the union labor force in this country. The recent victory of 
flight attendants prefigures the emerging importance of "new labor" in the 
political and economic realm. 

The distinctly different unionism of the 1980s and 1990s is centered in 
clerical, service, and especially public-sector employment, where women 
comprise a substantial plurality-and even a majority-of the work force. 
In recent years the unionization of women increased while men's declined, 
an increase founded in part on the organization of the public sector. In a 
recent survey, 14.8% of working women and 21.3% of working men were 
in unions; and women constitute the majority of new union members 
(66%). Women are not, however, adequately represented in labor union 
leadership. The same International Labor Organization survey found that 
while women in the U .S. accounted for 37% of union members, they made 
up less than 10% of union governing boards and headed only two major 
unions. vVhile women play a local and regional union leadership, their 
influence does not percolate to the national level (Cobble 1991 ;  Crain 
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1991 ;  Swoboda 199:3). The future will bring increasing numbers of women 
both to the labor force and to the union movement. 

The question is whether we are merely experiencing the inevitable lag 
between structural changes and cultural/political response. The neglect of 
women workers in the labor movement, at least in part, echoes labor's 
belated integration of ethnic workers in the 1930s after decades of opposi
tion. It also parallels the incorporation of industrial unionism into a largely 
craft union movement. Should we agree with Charles MacDonald's argu
ment in a recent article that union membership figures experience first an 
"abatement" and then "a reversal of the trend . . .  without a major shift in 
union mission"? (McDonald 1992) .  I want to contest McDonald's opti
mistic forecast and to say that a major shift is required. The changes in the 
demographic and occupational profile of the work force require different 
strategies and a particular attention to women's dual workload in the family 
and the workplace. 

The amnesia about the 1930s has a particular meaning not only for the 
labor movement's inclusion of women and minority members but for the 
structures and processes by which labor unions might rebuild in the post
Reagan/Bush era. That is, emerging working-class organizations in the 
1930s recovered their viability and action in the period through a model of 
unionism which today, more than ever, is applicable. Community-based 
unionism, which incorporates workplace struggle into a broad strategy of 
community and political change, was the key both to the growing numbers 
of labor adherents in the 1930s and to the specific inclusion of women. 

Community-level labor activism capitalized on local institutions and 
networks (in churches, ethnic organizations, neighborhood groups) that 
>vere insulated from corporate control and participated in a broad-based 
strategy that linked productive with reproductive concerns, workplace \vith 
family and community, and politics with local power. It was not a new con
figuration of labor-union membership has always thrived on integrated 
strategies of workplace, community, and political struggle-but the 
Depression witnessed the accession to national power of a labor movement 
built through local efforts. It also was a social movement that exhibited 
strong inclusive strategies that at least formally acknowledged the need for 
gender and racial equality and at least temporarily overcame ethnic divi
sion (Moody 1988; Gerstle 1989; Faue 1991; Geoghegan 1991 ) .  

Not all the unions that built-or rebuilt-in the 1930s were commu
nity-based. The centralized organizing campaigns of the steelworkers' 
union, for example, overran community-based efforts. Corporations which 
moved into the industrial union camp of the CIO were variously organized, 
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sometimes with community-based efforts, at other times through a fairly 
centralized takeover of preexisting company unions. Most of those efforts, 
however, came late in the decade of the 1930s when the CIO could mobi
lize resources from the renewal of unionism in coal and the auto industry. 
Top-down organizing in major corporations did not partake in the general 
strike atmosphere of the great 1934 strikes in San Francisco, Toledo, Min
neapolis, and the national textile industry. 

Yet precisely because the union efforts of the early 1930s were decen
tralized, dispersed in geography, located in small businesses, and tied to 
the service sector (in the case of longshoremen and truckers ) ,  we might 
learn some lessons from them. To use one example, the community-based 
movement which made Minneapolis a union town originated in the organi
zation of trucking. That is, the 1930s labor movement in Minneapolis was 
founded on a service industry which provided delivery to every large and 
small business in the city. Those lines of transportation proved crucial not 
only to union building among truckers and warehousemen but among 
workers in textile and garment production, iron work, and clerical service. 
The trucking industry, moreover, was organized much as garment produc
tion and clerical work; it was located in small firms with a small and unsta
ble work force, where solidarity had to be built between workplaces. Had 
the truckers relied only on a workplace-based strategy, they would not have 
organized the unemployed, would not have capitalized on community-level 
protest in support of the strike, nor have looked beyond workers in their 
own industry. While the truckers' strike became an indelible part of the 
labor history of Minneapolis, however, the broad reach of its strategy and 
its incorporation of the community-including women as workers and 
wives-was left for the generation of social historians of labor during the 
1970s and 1980s to rediscover. 

The contemporary crisis of labor has its origins in the subtext of gender 
and memory which underwrote labor ideology and politics in the Depres
sion decade and the postwar period. Memories of community-based strug
gle were obscured, hidden, and displaced in the amnesia of a successful and 
centralized union movement. Reconstructing the history of the social move
ment phase of unions becomes crucial to the excavation and reclamation of 
the labor movement because it reclaims the memories as well. Memories of 
the past serve both as reminders of useful customs of movement building as 
well as places where alternative futures can be imagined. Whether current 
labor politics also adopts a politics of forgetfulness (or amnesia) will shape 
its solution to the current crisis. To appropriate the text by Olga Broumas, 
"Like amnesiacs in a ward 011 fire, we must find words or burn." 
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Have We Been Here Before? 
P rospects for a Futu re for 

American Un ion ism 

LEON FINK 
University of North Carolina 

The parallels are striking. Union density was measured at 12% in 1929, 
and today, if we take the private-sector nonagricultural labor force, things 
have returned to this "nadir" (even if public-sector figures boost the total 
slightly to 16%). In the 1920s, injunctions regularly made hash of the strike 
weapon, while preventive unionism was legally sealed by the 1917 Hitch
man decision legitimatizing the yellow-dog contract; today's analogues
the threat of replacement workers, the toothlessness of NLRB organizing 
protections, and a variety of state antilabor statutes (especially right-to
work laws and outright bans on public-sector collective bargaining)-work 
just as effectively. 

In the short run the trends of the twenties proved a recipe for frustra
tion and despair. Heady dreams of "industrial democracy" nurtured in 
World War I gave way to a corporate hegemony of open-shop campaigns 
and the American Plan. Politically, the 1920s witnessed national rule by 
Republican elites out of touch with, if not wholly unsympathetic to, the 
problems of working people and their unions. The picture was so bleak 
that the president of the American Economic Association, George Barnett, 
in 1932 saw "no reason to believe that American trade unionism will so 
revolutionize itself within a short period as to become in the next decade a 
more potent social influence" (Barnett 1985:6). 

On both the industrial and political fronts, a not dissimilar twelve-year 
span was inaugurated for U.S. labor forces in 1980. Loss of jobs and dereg
ulation have vitiated the traditional ranks of big labor, while the same 
declining numbers have meant less influence in the public sphere. Falling 
a mere one vote shy of significant labor-law reform in 1978, contemporary 
unionism has suffered a nearly relentless series of political setbacks: the fir
ing of striking air-traffic controllers by President Reagan in 1981, popular 
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resentment (even among union members) of AFL-CIO endorsement of 
Walter Mondale in the 1984 presidential primaries, and finally defeat over 
NAFTA (first, via fast-track negotiating authority granted to President 
Bush-and accepted even by usual labor stalwart Rep. Richard Gep
hardt-and second, with final passage secured by the all-out efforts of 
Democratic President Clinton in November 1993) suggested that labor 
had again lost its seat at the table of national power (Valelly 1993). 

The comparison to the twenties, of course, is not without its compensa
tions. Most notably, the prediction of 1932 turned out to be wrong. The 
great new burst of modern unionism and labor politics that we associate 
most closely with the CIO and the New Deal loomed just beyond the hori
zon. Might today's setbacks similarly signal a darkness before the dawn? 

In addressing this issue, I want first to draw on the impressive recent 
labor historiography of the thirties to identify the basic building blocks of 
past progress. Then, with help from social scientists and labor strategists, I 
hope to translate the "lessons of the past" into future projections. In other 
words, assuming we have been here before, how can we get "there" again? 

It is a truism, but one worth repeating, that trade unionism depends on 
the ability to regulate specific labor markets-by workplace-centered 
action or by statute. Judging from recent studies, the industrial unionist 
tide arising in the thirties succeeded on both fronts by taking advantage of 
three intersecting historical forces. Broadly speaking, these encompassed a 
Keynesian, or consumptionist, policy response to the Great Depression; 
the intervention of the political order to restructure industrial relations; 
and rank-and-file militancy knit by a popular-nationalist ideology. The 
three factors so reinforced one another, moreover, that rather than treating 
them separately, it makes more sense to observe their interaction in partic
ular historical cases. 

Not coincidentally, two of the future architects of the CIO-John L.  
Lewis and Sidney Hillman-had struggled creatively, if fitfully, for decades 
to cap the evil genie of price competition in their industries. Lewis, as 
David Brody ( 1993) brilliantly captures in a recent essay, had seen an earlier 
stability resting on negotiated regional wage differentials (or "competitive 
equality") in the bituminous coal fields come unglued in the aftermath of 
post-WWI slumping demand and the pressure of nonunion supplies in Ken
tucky and \Vest Virginia. In "avowedly conservative, even Darwinian" terms, 
Lewis pressed the case for driving out low-wage, inefficient mines in favor 
of an industrywide, high-wage alternative. By the late twenties, however, 
he recognized that only "massive intervention of the state" could provide 
the necessary leverage. His first breakthrough came in the "Appalachian 
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Agreement," the soft coal code established through the NRA in 1933-a 
compromise stimulated in large measure by spontaneous strikes and serious 
disorder in the Pennsylvania region. The market stabilization hatched 
through the government under the New Deal passed in the post-WWII era 
back to private hands, where the big operators-convinced by Lewis' 
wartime displays of collective defiance-willingly negotiated a single 
national standard with the UMWA (pp. 131-74). 

Sidney Hillman was, if anything, even more explicit than Lewis in tying 
the future of organized labor to an economics and politics of market regu
lation. Marvelously evoked in Steven Fraser's ( 1991)  recent portrait, Hill
man's trade union education began with Chicago's pattern-setting Hart, 
Schaffner and Marx agreement of 191 1 .  Thenceforth, the combination of 
timely applications of shopfloor power together with strong public appeals 
won the backing of both enlightened industrialists and key legislators. The 
result, well-ensconced by World War I and then reestablished in the thir
ties, was a "proto-Keynesian" formula, assimilating trade unions into a 
high-wage, technically self-adjusting, consumer capitalist expansionism.  
This entente over union recognition and wage floors-established in the 
garment trade via negotiation, government mediation, and informal com
munity pressure (and attached to a broader agenda of social welfarism 
through a thriving internal union culture)-was u ltimately extended 
nationally and encapsulated in the Wagner Act and the success of the CIO. 
"A decade before the Flint sitdown strike," argues Fraser, "the CIO already 
existed," at least as a "managerial-political institution" (p. 332). 

As a "cultural" institution, however, the CIO would have to await the 
developments of the thirties. Recent studies have emphasized the impact 
of cultural homogenization together with a politicized nationalism to 
explain the momentum of the era's mass struggles. ''Without new kinds of 
commitment by ordinary factory workers," argues Lizabeth Cohen (1990) 
about Chicago industrial workers, "the help of neither the state nor union 
organizers would have been adequate to achieve such a major break
through" (pp. 301 ,  324-25, 333) .  Linked across ethnic boundaries by a 
"common ground" of consumption and communications, the CIO, accord
ing to Cohen, was able to forge a new "culture of unity. " Other new con
verts to industrial unionism, like Woonsocket, Rhode Island, French-Cana
dian textile workers, likewise framed their demands in the thirties within a 
discourse of "the American way" ( Gerstle 1989:219). 

While framed within a national-and even nationalistic--context, the sta
bility of the labor accord hatched in the thirties depended on political-eco
nomic developments stretching well beyond the nation's borders. The Great 
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Depression-World War II experience of "[saving] capitalism from itself," 
Robert Kuttner ( 1 993) has recently noted, defined the parameters of postwar 
economic policy not only in the U.S .  but throughout the industrial world until 
the oil shock of the early 1970s. With variations from heavily Social-Demo
cratic Scandinavia to Christian-Democratic Italy to the more conservative 
collective-bargaining regime of the United States, capitalism, in Kuttner's 
words, was "managed and national." Within these "mixed economies" of the 
West, the combination of Keynesian demand management and union power 
bargaining up wages temporarily produced a "virtuous circle": 

Expensive labor made it rational for industry to substitute capital 
for labor. As labor was shredded through increasing capital inten
sity, it was absorbed elsewhere in the growing and fully employed 
economy. Capital investment yielded real productivity growth and 
rising living standards, which were shared more or less equitably 
due to the power of the unions. High wages, in turn, created con
sumers with the purchasing power to buy the products (pp. xi-xii). 

Sustained as it was by U.S .  postwar economic dominance, this circle 
could not forever remain unbroken. First evident after the oil shock of 
1973, the rules of the game affecting both the workplace and public policy 
changed abruptly. Pressed by stagnant growth in home markets, transna
tional corporations have taken advantage of technological advances in pro
duction and communication to tap cheaper labor pools around the world. 
In the process the entire social edifice upon which U.S. industrial unionism 
had arisen has come undone. In drastically altered circumstances, there
fore, how might labor reconstitute the old three-part harmony of state pol
icy, union strategy, and worker cultural unity? 

Given the inevitability (including many positive consequences) of a 
global economy, pursuit of a "global Keynesianism"-balancing high 
demand and rising wages with environmental safeguards-supplies a plau
sible policy vision. On the labor front, such a policy of democratically man
aged capitalism might take vario•Js forms. On the one hand, the U .S. must, 
for the first time, take seriously the convention-setting agenda of the Inter
national Labor Organization in Geneva. These covenants (most of which 
remain unratified by the U.S . ) ,  which currently rely on moral suasion to 
curb the worst abuses of labor rights and working conditions, should be 
given teeth, either by connection to United Nations sanctions or by assimi
lation within CATf or other international trade agreements. 

Secondly, the AFL-CIO should maintain the momentum of its losing 
but still influential "Not-This-NAFTA" fight to keep the public spotlight on 
U . S . -Third \Vorlcl relations. If economic integration is a good thing, it 
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might be argued, then further measures of economic and social coordina
tion should also follow. Debt relief in exchange for expanding minimum 
wages and public works programs,  for example, would cushion the blow of 
unrestricted investment in cheap labor. Even more significant, of course, 
would be acceptance of a negotiated "competitive equality" (to invoke the 
terms of the old UMWA regional agreements) to operate within regional or 
more global trading networks. Such an agreement, operating through what 
Stephen Diamond (l 993) proposes as a "trinational social rights agency" 
might set targets for expanding minimum wages as well as monitor plant 
closings and new investments. In the latter case, compensation or adjust
ment spending could be ordered if a claim could be proved that new 
investments were aimed not at new markets in Mexico, for example, but to 
reexport to old markets in the U . S .  from which production had been 
uprooted (p. 256). Retired Machinists leader William Winpisinger's more 
radical ·v-rish list is also worth preserving for future reference. Among other 
measures , he advocates requiring "full multinational disclosure of intra
company transactions, transfer pricing polities, profit-loan swaps and bank 
tie-ins," as well as amending the 1974 Trade Adjustment Act to withhold 
favored-nation status from those countries which, rather than developing 
their own internal markets, are manufacturing strictly for export (vVin
pisinger 1989:100- 101). 

Any new international statutory apparatus would equally require an 
active solidarity among workers across borders. \Vhether in monitoring 
basic economic and rights issues or in coordinating workplace actions from 
demonstrations to slowdowns to strikes, a new level of both interunion and 
worker-to-worker contact is called for. Until now, for example, the Interna
tional Trade Federations (e.g., International Metalworkers' Federation and 
Postal Telegraph and Telephone International centered in Geneva) have 
functioned more as political and educational branch offices than command 
centers of labor relations policy. In the future, however, this international 
tail may have to start wagging the union dog. 

Beyond organizational links, moreover, must come a new common 
ground of international citizenship . Environmental campaigns (aimed 
largely at middle-class opinion) have perhaps pointed the way here, but 
examples like the Nestle boycott and recent NAFTA-related initiatives 
between U .S. delegations and dissident Mexican unions suggest the poten
tial for both coordinated organizational cooperation and worker-to->vorker 
contacts. On a more abstract front, it is perhaps not too far-fetched to 
imagine a salutary cosmopolitan impact upon working people from greater 
access to travel ,  communication. and even musical understanding across 
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national borders. If a Pink Floyd song could become the anthem for young 
East German dissidents, might not, say, Ladysmith Black Mambazo equally 
address the despair of the unemployed in the U.S .  and Western Europe? 

The policy prescription for a new labor order in fact proves easier than 
the strategic formula for rebuilding the political base that will transform a 
desirable vision into reality. In this respect, the ] 930s model poses a key 
dilemma. On the one hand, it suggests that worker militancy and a mea
sure of political radicalism (Lewis's unruly Pennsylvania miners, the sit
downers, and Communist Party agitation) will themselves help to trans
form the social-political terrain. In today's climate might this translate into 
a move from industrial unionism built around the employer-centered 
recognition drive toward a more polymorphous "community unionism" 
involving coalition-building, family and support organizations, corporate 
campaigns, independent labor electoral efforts, and an experimental range 
of workplace actions including civil disobedience (Rachleff 1993; LaBotz 
1991; Brecher and Costello 1990)? With or (as increasingly seems likely) 
without the protection of NLRA Section 8(a)2-disallowing company 
unions or other employer interference with worker representation-should 
not labor also demand plant-level works councils as a forum for broader 
industrial citizenship? 

On the other hand, we remember that the very edifice of the New 
Deal-postwar accord was fashioned not only out of cross-class materials but 
with crucial support from business and engineering types who accommo
dated the collective-bargaining wage floor into their own visions of con
sumerist expansionism. Where will such capitalist partners come from in 
the global marketplace? Surveying the vicissitudes of worldwide ethnic 
wars and mass poverty, will the denizens of Apple Computer, AT&T, May
tag, and Lazard Freres agree that, yes, some international labor rules and 
standards would in the end redound to economic growth, social stability, 
and, in turn, corporate profit margins? If such an entente is possible on 
paper, how might it, in fact, be facilitated? 

Does such an end require ever more "flexibility" or effectively collabora
tionist policies (as seemingly adopted in Australia to help the Labor Party 
stay in power) on the part of the unions to convince big business tl1at they 
can indeed "get along" (MacShane 1993)? Or does not labor first have to re
assert its "obstructionist" capacity to prove once again that the economic en
gines cannot function smoothly without its assent? Surely there would have 
been no Protocol of Peace (to cite one important precedent) had garment 
workers and their unions not tied up the industry in strikes, demonstra
tions, and political pressure? But if the latter is the case, who and what 
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instrument will be the battering ram of renewed insurgency? Resurrecting 
a credible combination of militancy and diplomacy is perhaps U.S. labor's 
biggest test. 

On balance, the vitality of the U.S. labor movement within the world 
economy of the future is not impossible to imagine. The earlier tableau of 
twentieth-century history obligingly points the way to a trade and invest
ment policy of global Keynesianism, a set of international labor and welfare 
standards dually enforced by regulatory sanction and independent worker 
action, and labor organizations capable at once of addressing a wide range 
of immediate concerns as well as placing their members in instant contact 
with brethren around the globe. No, it is surely not Yogi Berra's "deja-vu all 
over again."  But the embers of an earlier era may nevertheless offer some 
warmth to a labor movement otherwise shivering in the dark. 
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DISCUSSION 
DoROTHY SuE CoBBLE 

Rutgers University 

My job this afternoon is to comment briefly on two of these fine 
papers-Gary Gerstle's and Liz Faue's-and to add my own perspective as 
a historian. Like my fellow panelists, I, too, believe in the relevancy of his
tory, despite the counterassertions of many both within history and indus
trial relations. I ndeed, in an era of shifting paradigms and fundamental 
transformations in the employment relation, historical and comparative 
studies are now central to advancing our intellectual understanding. As 
Faue eloquently explains, reclaiming our lost past can help us rediscover 
truths we once knew but have conveniently or inconveniently (as the case 
may be) forgotten. Or as Gerstle and Cohen argue, history can give us 
lessons that, in Gerstle's words, "may help us imagine how organized labor 
can once again command respect and influence." 

History can also give us an intellectual self-consciousness-a bird's-eye 
view that takes us above and beyond our limited present. We see for the 
first time that it's water we are swimming in and we realize that there must 
be other choices-land, for instance, or air. Once our traditions, our 
embedded assumptions, and our unquestioned frameworks are revealed 
for what they are-historical constructs-we can better dismantle them. 
We can better escape the dead weight of our past. 

After discussing the papers by Faue and Gerstle, I'd like to return to 
that dead weight. For I think we should look to the 1930s and the rise of 
industrial unionism as a way of unlearning our past, as a way of moving 
beyond the solutions and strategies of industrial unionism. The world of 
the 1990s differs fundamentally from that of the 1930s. We need to be 
aware of the historical traditions that bind and hobble us as well as those 
that are worth reclaiming. 

Gerstle's careful and thought-provoking paper reminds us that labor's 
economic resurgence in the 1930s was coupled with a truly remarkable 
"political reawakening." After all, the 1930s was not just about a fundamen
tal restructuring of economic relations between labor and capital as some 
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would argue but about the creation of a new party system. The Democratic 
party transformed in large part as Gerstle outlines. A new politicized and 
radicalized working-class constituency emerged. (Gerstle emphasizes the 
transformation among ethnics, but it is also important to note the shift that 
occurred among African Americans. They voted Democratic for the first 
time in the 1930s, abandoning their historic ties to the party of Lincoln.) 
Also, as Gerstle details, a new, more progressive policymaking elite came to 
power-an elite who obviously could read the political winds and who 
came to support certain working-class causes out of political expediency 
but who also had prior and independent philosophical commitments to a 
new economic and governmental order. The path breaking work of Gerstle, 
Fraser, and other historians in this area is now being reinforced by scholar
ship from other arenas (for example, the recent account by Barenberg 
[ 1993] on the passage of the Wagner Act). Barenberg's account sees the 
passage as resting largely on Robert Wagner's Deweyian obsession with 
social harmony and with finding an alternative both to paternalism and to 
social conflict. 

Gerstle concludes his reading of the 1930s and labor·s rise to political 
power by underscoring the importance of the cultural in the midst of the 
political and the critical role that language and political discourse holds for 
those concerned with wielding political power. What are the lessons for 
Gerstle? First, labor must once again appeal to the new ethnics-in this 
case women and the new immigrant minorities. I concur. Labor certainly 
could take more advantage than it has of the so-called gender gap in poli
tics and the desire for citizenship and political enfranchisement among the 
new immigrants. Labor also, as Gerstle asserts, is in crying need of 
alliances with sympathetic elites and of repositioning itself so that its mis
sion is articulated in a way that embraces our society's "core values and 
principles." 

Like Gerstle, Faue tcnjoins organized labor to move beyond the nar
rowly economic or "the realm of production" to the "realm of social repro
duction. "  Labor must "develop integrated strategies of workplace, commu
nity, and political struggle," she argues. The rise of industrial unionism and 
the creation of national union structures, in Faue's view, meant the decline 
of grass-roots activism and the marginalization of women and minorities. 
Her key "both to increasing the numbers of labor adherents" and to includ
ing women is "community-based unionism." 

Faue's call for integrated strategies and for an inclusive, broad-based 
unionism that recognizes the concerns of workers beyond the workplace 
should be heeded. The recent successes of the Justice for Janitors campaign, 
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the union upsurge among Latino immigrant drywallers in Southern Califor
nia, or even the militant and effective general strike among New York's Chi
nese garment workers in the early 1980s are all examples of what can hap
pen when labor pursues a combined workplace and community-based 
strategy. We should, however, also redefine community to include nongeo
graphically based communities such as occupations. Occupational ties can be 
potent ones as in Cohen's example of the recent American Airlines flight 
attendants strike or as detailed in my own work on waitresses and their 
unions (Cobble 1991) .  

Let me conclude by returning us to the economic realm and to the 
workplace. I'd like to offer two observations that flow from my recent work 
on the 1930s and its relevance to current labor law reform efforts (Cobble 
1994). Both observations have to do not with the successes of industrial 
unionism but with its limitations. 

First, as Tomlins ( 1985) and others have argued, one troublesome 
legacy of industrial unionism may well be its tendency to rely overly on poli
tics and on state regulation. I don't see our breaking labor's fall by increas
ing state regulation. Instead, especially outside of mass production, labor 
may best be served by what Lane Kirkland recently referred to in his testi
mony before the Dunlop Commission as the "free play of economic forces." 
If labor is to organize a service and mobile work force, it must have the eco
nomic weapons it once had: the secondary boycott, the right to picket for 
recognition, and the freedom to engage in sympathy and other so-called 
"secondary" actions. Without the power of self-regulation, labor is doomed 
to dependence on a state that in my view is no match for global capital. 

Second and last, institutional reform is critical. There is a structural cri
sis today just as there was in the 1930s. And just as industrial unionism 
superseded craft unionism, so too must new forms of postindustrial 
unionisms emerge to meet the needs of the new work force. What these 
new forms of unionism will be is unclear-whether associational, commu
nity-based, enterprise, occupational, or something not yet dreamed up. But 
history can help make these new forms possible. Not only can we remem
ber lost traditions, reassemble and extend past practices, but we can dis
card and leave behind what no longer matches our current realities. Per
haps one irony of looking at the rise of unionism in the 1930s is that to "get 
there again," to misquote Leon Fink, we might actually need to make dif
ferent choices. 
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DISCUSS ION 

SANFORD M.  JACOBY 
UCLA 

My comments focus on the excellent papers by Leon Fink and Liza
beth Cohen, both of them distinguished labor and social historians. Fink's 
paper examines how the new global economy undermines the Keynesian 
logic of 1930s-style industrial unionism. Globalization surely has hurt 
unions in the tradeable sectors of all advanced nations, yet one must 
remember that the post- 1973 drop in union density was steeper in the 
United States than elsewhere. Explaining why this is so requires attention 
to the internal conditions that have made recent U.S. developments dis
tinctive. 

Rather than run down a roster of causal factors, let me offer a couple of 
historical reasons for the exceptionally calamitous events of recent years. 
First, consider U.S.  welfare capitalism, which was more elaborate in the 
1920s than in other countries. Instead of dying out in the 1 930s, welfare 
capitalism reconstructed itself to fit changing circumstances; it reemerged 
in the 1960s as the modern nonunion model, a set of corporate practices 
inimical to traditional unionism. Another result of welfare capitalism was 
the relatively small size of the U.S .  welfare state; this preserved a sizeable 
arena for private welfare activities. While unions eagerly negotiated gener
ous benefits for their members in the 1950s, today they find that such ben
efits put them at a competitive disadvantage. Finally, our meager welfare 
state makes it difficult to standardize conditions and organize workers in 
low-wage labor markets. 

A second factor to consider is the Wagner Act. The act undoubtedly 
helped to promote unionism in the 1930s and 1940s, even taking into 
account the caveats raised by Cohen. \Ve need, however, to historicize the 
act; that is, to recognize that its assumptions were grounded in particular 
cultural and historical circumstances. Those circumstances produced the 
act's obsession ·-vith company unions, its emphasis on exclusive representa
tion, and its conviction that unions would bring order to labor markets on a 
company-by-company basis. 
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A product of its times, the Wagner Act nevertheless had unintended 
consequences that have promoted union decline over the last twenty years. 
For example, the decentralized wage bargaining encouraged by the act has 
the effect of raising costs for unionized employers above those of their 
unorganized competitors; this creates strong incentives for firms either to 
shed existing unions or to bitterly resist the formation of new ones. The 
shedding process began after the Second World War and was accelerated 
by the industrialization of the South and the inflationary shocks of the 
1970s. 

The act also has inhibited the development of new representational 
forms that might better "fit," in a Darwinian sense, the current environ
ment. For example, nonmajority representation (an old idea recently resus
citated as "associate membership") is not feasible under the act. And the 
recent Electromation decision reminds us that anything which resembles a 
company union-from teams to works councils-may be unlawful. 

Finally, the act's economic rationale-boosting wages to prevent 
underconsumption-makes little sense in a globalized economy, as Fink 
observes. Nor does the phrase "industrial democracy" set our jaded, post
modern souls aflutter. Thus the labor movement lacks compelling eco
nomic and political visions to inspire public support. 

The importance of shared vision animates Cohen's insight that a "cul
ture of unity" helped to build industrial unions and might do so again in 
the future. That earlier sense of unity was, in part, the result of factors 
peculiar to the era, as Cohen herself has argued in her magnificent book. 
Take, for example, the Depression. Its breadth and severity created com
mon concerns that cut across the divides of race, region, gender, and social 
class. Also, the economy then was highly concentrated and tightly linked. A 
small group of companies defined the modal work experience, sustained 
new patterns of mass consumption, and made it easier for government to 
coordinate economic policy. The economy today is more differentiated; 
there is no such thing as the "typical job" or the "typical worker."  Also, the 
effects of globalization are less extensive and less uniformly negative than 
were those of the Depression. Hence it's harder in the 1990s to define 
common i nterests within or even across economic and demographic 
groups. Perhaps we should give up searching for broad banners and instead 
identifY more differentiated, localized affinities, such as community, pro
fession, gender, and ethnicity (all of which recently have been tried in new 
ways as a basis for unionism, although, as Faue argues, more can be clone), 
as well as less obvious categories such as family status, consumption, sexual 
orientation, age, and educational credential. 
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In closing, let me point out that the panelists all have chosen to discuss 
union formation but said little about the content of unionism. To me, what's 
striking about the 1930s is how the new industrial unions promoted a 
bureaucratic project initiated by the era's most progressive firms: tying 
workers to a given employer, regulating those ties with rules regarding 
seniority and discipline, and adjudicating rules through a grievance proce
dure. 'Vith its content corresponding to corporate "best practice," indus
trial unionism often improved organizational efficiency, and, as a result, 
received support from the elites mentioned by Gerstle (high wages were 
only part of the story). Also, managers found it easier to live with unions 
than they initially had feared. 

Today, however, unionism's content lags behind the practices of pro
gressive employers, who are inclined to manage along nonbureaucratic 
lines. While some unions are changing their approach, most are less in 
tune with managerial reforms than they were fifty years ago. Moreover, the 
average m id- to large-sized nonunion firm nowadays provides much the 
same "package" as the average union. In short, unions have less to offer 
unorganized employees, employers, and policy elites than they did in the 
1930s. Yet history has its limits; the past may be more of a hindrance than a 
guide to figuring out how to change labor's practices to fit the modern 
workplace. 



VI.  I NTERFIR M  CONTRACTING AN D 

LABOR R ELATIONS IN U.S. 

MAN U FACTURING 

The Rise and Fal l  of Col laborative 
Labor Relations in  Ch icago7s 

S mal l-Fi rm Metalworki ng Network 

LYNN McCoRMICK 
Massachusetts Institute of Technology 

In this paper I examine how Chicago's small-firm metalworking indus
try is changing its labor relations given the supposed emergence of "net
work production" in manufacturing. Will these metalworking suppliers aim 
to achieve more collaborative labor and interfirm relations so they can 
become more globally competitive? What does the history of this industry 
tell us? 

Based on my research of Chicago's metalworking industry from the 
1920s to the 1990s,1 I argue that whether firms learn to collaborate among 
themselves-and management, in tum, with labor-is contingent upon the 
past history of alliances within a regional production complex as well as the 
current distribution of power among various actors. For instance, Chicago's 
metalworking firms did in fact pursue a collaborative "high performance" 
model of interfirm and labor relations from the 1920s until the 1950s. Sub
sequently, Chicago's large manufacturing firms developed strategies for 
lessening their dependence on this highly organized and powerful network 
of suppliers and their craft labor. With the reemergence of network pro
duction today, however, manufacturers must again solve their age-old 
dilemma. How can they increase cooperation among suppliers and with 
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labor without stimulating a strong and demanding regional metalworking 
supply network as in the past? The answer is to develop mechanisms for 
keeping the region's metalworking supplier industry and its craft labor sub
divided. Since network alliances confer power on the collaborators, as I 
show below, they stimulate a never-ending and dynamic set of defensive 
actions by other actors in a regional production complex. vVe must docu
ment these countering strategies of potential partners to understand under 
what conditions labor and interfirm collaboration can remain stable or not. 

A Collaborative High�Performance System of Labor Relations 
and Work 

Within the last decade, theorists have debated the need to transform 
global manufacturing systems. Some argue that mass production-which 
U.S .  manufacturers successfully pursued in the post-World War II era-is 
not able to provide low-cost and high-quality products in today's highly 
fragmented, fluctuating, and uncertain markets. Instead, new flexible pro
duction systems are more efficient in today's global marketplace (Piore and 
Sabel 1984; Best 1990). 

These new systems bring with them a radically different system of labor 
relations and work; they utilize a highly skilled and autonomous work force 
to pursue "continuous improvement" in organizational efficiency, process 
innovations, and product quality. These new high-performance work sys
tems encourage collaboration between labor and management in all levels 
of firm decision making. Likewise, customer firms increase innovation and 
competitiveness by expanding supplier participation in corporate decision 
making and problem solving (Best 1990; Appelbaum and Batt 1994). 

Thus theorists hypothesize that all actors in a production chain-manu
facturers , vvorkers, and suppliers-must now collaborate if fi rms and 
regions are to become competitive against the Japanese, the Italians, ami 
others who have implemented these new, flexible, and participatory work 
relations. Some argue that actors can build long-term collaborative rela
tionships through informal negotiations, or "studied trust" ( Sabel 1 992). 
Others maintain that only formal institutions (such as employers' associa
tions) ensure lasting collaboration-as occurs in Germany's system of 
"diversified quality production" (Streeck 1990) .  Regardless, the hypothe
sized goal is the same-all actors in a production chain need to establish 
long-term collaborative relationships for success in toclay's global market
place. 

I would argue that while this goal is desirable, however, it is rarely 
obtained. In bet, by creating the theoretical ideal of the inclusive and stable 
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collaborative network, theorists have obscured how such alliances actually 
operate. By documenting the history of one such alliance-the Chicago 
metalworking industry's trade association-over the long term from the 
1920s to today, I have obtained a more realistic picture. I have discovered, 
first of all, that alliances emerge ben.veen different sets of actors to reflect 
their often divergent economic interests or goals. Some may have the sur
vival of a particular firm in mind when negotiating an alliance; others may 
work toward the success of a regionally based industry or occupation. 

Secondly, the forms of collaboration among these economic actors
workers and management, customer firms and their suppliers-change 
over time. Because an alliance can increase the relative power of the col
laborators vis-a-vis others in a regional production chain, the collaborators 
can eventually secure more favorable terms for themselves. This stimulates 
defensive actions by actors who have been excluded from an alliance in a 
previous period and may result in the breakup of the former alliance and 
the establishment of new sets of partners. Rather than seeing this theoreti
cally as an unstable and, therefore, unsuccessful example of network pro
duction, I think these shifting alliances may be the norm. Once we under
stand that actors make and break alliances for strategic purposes, we can 
better describe the periods when such alliances appear to be stable. 

Furthermore, we also see how the implications for labor or interfirm 
relations in today's alliances are not automatic; collaborative customer-sup
plier relations do not necessarily infer more participatory labor relations or 
vice versa. Instead, whether and how an actor collaborates depends on the 
history of past relationships and the relative distribution of power within a 
production complex. The following brief history of labor and interfirm rela
tions in the Chicago metal-related complex illustrates this argument fur
ther. 

The Heyday of the Metalworking Supplier/Labor Alliance-the 
1 920s through the 1 940s 

Chicago's metalworking sector in the past represents the prototypical 
collaborative work system that today's theorists describe. This network of 
small producers and their highly skilled craft labor collaborated in produc
ing high-quality, innovative, and customized products. The partnership that 
workers and shop owners forged gave them greater bargaining power vis-a
vis the manufacturing complex at large. 

Chicago's metalworking supplier industry-which produces tools, dies, 
and machined parts-initially depended on the region's mass producers for 
its markets. With excess capacity in the metalworking industry following 
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World War I, large manufacturers p layed one metal shop off against 
another. Prices and wages plunged as cutthroat competition increased in 
the emerging tool-and-die industry (White and Sinclair n.d. ;  Rockwood 
n.d.). 

Interestingly, in 1925 the IAM (International Association of Machinists) 
offered a solution to the metalworking supplier industry's troubles. Only 
through collaborative action, it held, could both workers and metal suppli
ers hold the line on price and wage cutting. The union helped the small 
firms form a trade association-the Tool and Die Institute-with this 
implicit bargain as its foundation. The trade association encouraged the 
building of trust between metal shop owners; developed price, cost, and 
quality standards for the industry; and used peer pressure on its members 
to uphold these standards. The federal government also strengthened 
Chicago's new form of collaborative metalworking production by sanction
ing industry cartels and price and wage standards under the National 
Recovery Act of 1933. Chicago's metalworking trade association encour
aged industry price and wage standards through the 1940s to ensure a sup
ply of highly skilled and loyal craft labor-a key ingredient to the precision
oriented work process in these shops (Rockwood n.d.; T&DI 1920s-1940s; 
Hawley 1966). 

Large Customers Fight Back with Supply Alternatives in the 
Postwar Era 

In the period following World War II, Chicago's large customer firms 
sought to lessen their dependence on the strong supplier/labor alliance 
from which they were excluded. They developed several metalworking 
supply alternatives which eventually weakened the supplier/labor alliance. 

Expanding the captive shop-the 1950s. Facing the united front of 
Chicago's metalworking suppliers and their workers and an increased need 
for their tooling services during the postwar boom in demand for manufac
tured goods, the large customers sought a mechanism to even out this 
power imbalance. They turned to the captive shop as a key strategy. The 
auto industry, for example, first added substantial captive capacity in tool
making and precision machining in the mid-1950s. This initial expansion 
duplicated, in-house, the skilled metalworking capacity that manufacturers 
earlier purchased from independent shops. Manufacturers felt that the 
captive toolrooms gave them greater control over the toolmaking and parts 
production process; captive shops also paid lower wages to skilled workers 
(AM 1961;  U.S .  Congress 1970; Arnett and Smith 1975). 
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Applying numerical control in the second captive expansion-the 
1960s. In the 1960s, customer firms revised their captive toolroom strategy 
with numerical control (NC)-the new metalworking technology. NC (first 
developed for the military) linked computers to the design and production 
of metal parts. Large manufacturing firms (such as the automakers) strove 
to perfect this technology for commercial use. Manufacturers could pro
duce tooling and bring new car models to market faster with NC, while 
also decreasing their dependence on the skill of the contract shops. Lower
paid and less-skilled labor could produce high quality and complex tooling 
and machined parts with NC. Many observers predicted that the NC revo
lution would stimulate the "demise of the traditional small job shop" (Cor
plan 1964:45) which utilized skilled craft labor to achieve similar precision 
(U.S. Congress 1970; Arnett and Smith 1975) .  

Outsourcing overseas and the cost squeeze of the 1970s. In the 1970s, 
macro conditions and the continued increase in foreign competition made 
the "high tech" captive toolroom strategy untenable. Firms faced recession 
and slow growth in this period. They also experienced double-digit infla
tion, a tight money policy of the Federal Reserve, and changing consumer 
demand which now favored low price over quality. Companies stopped 
investing in NC because of its initial high cost, the rapid changes in the 
new technology, and the difficulty of proving its effect on direct manufac
turing savings (AM 1976a). 

Furthermore, manufacturers began to worry about the lower cost, 
rather than high quality, of their new foreign competitors, which had 
already "made substantial inroads in important industries" (e.g., radio and 
television, automobiles, steel) by the mid-1960s (Hopper 1970). Thus man
ufacturers focused on cost reduction as a strategy. At the same time, wage 
and benefit packages rose at a faster rate in the captive shops due to the 
effectiveness of industrial unions. This should have stimulated manufactur
ers to increase subcontracting, but industrial unions objected. Left with the 
increasingly costly captive toolrooms, manufacturers sought tooling and 
other parts offshore from much lower-priced and lower-wage European 
and Japanese suppliers (AM 1970; Arnett and Smith 1975; Brown 1976; 
AM 1976b) .  

The Trade Association Breaks Its Alliance with Labor 

How did Chicago's metalworking industry respond to these strategies of 
its customer firms? It accommodated to customer pressure enough to 
break its bargain with craft labor, while still maintaining its interfirm guild 
ties! 
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In the mid-1950s, for instance, the contract tool-and-die shops in this 
region were concerned with the expansion of their customers' captive facil
ities. Chicago shops, facing the highest skilled wage rates in the country, 
started to underbid each other; this threatened their collaborative interfirm 
guild ethic. At the same time, the aggressive new steward of the machin
ists' union called strikes against the largest metalworking shops for higher 
wages. This marked the beginning of the end of the supplier/labor alliance. 
The trade association organized a collective response against the union 
and, more importantly, kept significant local customer firms (e.g. ,  Hot
point, International Harvester, Stewart-Warner, Sunbeam, and Zenith) 
informed of its progress in holding labor costs at bay (Rockwood n.d. ;  
T&DI 1950s). 

By the mid-1960s, manufacturers hoped NC would allow them to wrest 
control over skill from the contract suppliers and their craft labor. The 
trade association resisted this development by furiously upgrading the 
technological sophistication of its member firms. For instance, its technical 
committee disseminated knowledge about the new technologies to its 
members with the help of IITRI-the Illinois Institute of Technology's 
Research Institute. Yet, the association's new technological strategy notably 
weakened the role for craft labor. Suppliers increasingly accepted the 
widely held view of that time that NC should significantly lessen the indus
try's use of and need for skilled labor (T&DI 1960s). 

In the 1970s, Chicago's suppliers responded to their customers' new 
strategy of importing tooling and parts by lowering their internal costs, 
especially those related to labor. Metalworking production shops typically 
turned to Mexican and Polish i mmigrants who entered metalworking as 
semi- or unskilled production workers. Tool-and-die shops replaced the 
"generally trained" and highly skilled toolmaker with the semiskilled spe
cialist .  The association changed its training program to reflect the 
increased use of lower-skilled workers (T&DI 1970s; McCormick 1993). 

Thus the Chicago metalworking industry's collaborative production and 
labor relations system eroded in the postwar period. The industry could not 
maintain the bargain behind the supplier-labor alliance-that highly trained 
workers would produce high quality and precision metal parts in return for 
a wage premium-in light of customer efforts to find supply alternatives. 
These customer strategies, however, reached their limits by the 1980s. 

The 1 980s and the Return of a Collaborative Work System? 

By the late 1970s, a sea change occurred in American manufacturing. 
Many manufacturers saw production with all its attendant problems as too 
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risky. They reversed the trend of integrating all production activities within 
the corporation and instead started to "disintegrate" or increase their sub
contracting (AM 1982). This strengthened Chicago's network of metal
working suppliers for a time. Yet the customer's dilemma remains: How 
can it seek metal parts, production knowledge, and collaboration from 
Chicago's highly organized suppliers without increasing such suppliers' 
power and demands for a larger piece of the pie? Furthermore, how can 
the customer demand quality and continued innovation without also 
encouraging the reforging of a collaborative relationship between suppliers 
and precision-minded craft labor? 

The late 1 970s and the diversified regional network. By the 1970s, 
Chicago's metalworking trade association began to counteract the strategies 
of its multinational customers in ways other than cheapening its labor. It 
expanded its membership, its identity, and its control over the regionally 
based metalworking industry. Although this strategy involved a courting of 
customers into a supplier/customer alliance-after ties with labor and the 
union had been broken-this also strengthened the trade association's hand 
in the face of its customers' increasingly global subcontracting activities. 
Customer/manufacturers responded in a subsequent period to this reener
gized trade association with their own firm-controlled supplier alliance. 

Chicago's metalworking trade association expanded its membership in 
the late 1960s through the mid-1980s in several ways: it increased the met
alworking subspecialties it represented, it expanded its service area, and it 
expanded substantially in terms of its overall size. For instance, the associa
tion nearly doubled its 1970 membership by the end of the 1980s
remarkable in a period of slow economir __-.-owth. By the mid-1980s, the 
association had significantly refashioned its identity. It now represented not 
only a wide array of metalworking supplier subspecialties but customer 
firms as well. Corporations such as Sunbeam, Motorola, Schwinn Bicycle, 
and Continental Can now belonged. The association added "manufactur
ing" to its name to reflect these changes. No longer were the highly skilled 
tool, die, and precision machine shops exclusively running the organization. 

At the same time as the association diversified its membership to 
reflect the region's entire metal-related production chain, it also became 
active politically. It joined other PAC groups, its staff registered as lobby
ists, and it participated in several national-level coalitions (T&DI 1970s-
1980s). The association also began to market its expanded network to the 
world as an alternative to overseas subcontracting districts and it encour
aged ties between its supplier and customer members (e.g., by organizing an 
intraorganizational trade show) (T&DI 1980s). In addition, the association 
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rejuvenated its technological preeminence in the 1980s after a period of 
dormancy. For instance, the association reinstituted its technical seminar 
series on such topics as quality control, robotics, and JIT ("just-in-time" 
inventory systems). Thus this diversification strategy served the purpose of 
increasing the association's influence among all metal-related manufactur
ers in the region to better counteract the increasingly global strategy of the 
larger multinational manufacturers (AM 1982; T&DI 1980s) .  

The 1980s and the customer firm�s response--a finn-based supplier net
work. At the time that American customer/manufacturers began to disinte
grate their activities, they also educated themselves about the advantages 
that supplier networks offered their successful competitors (especially the 
Japanese). Chicago presented multinational manufacturers with an already 
organized metalworking supplier network to tap for their needs. Yet the 
Chicago network carries disadvantages-its past alliance with labor, its his
tory of interfirm ties through a guild association, and its ability to push 
regional demands upward on customer firms. Given this history, larger 
manufacturers discontinued their membership in Chicago's metalworking 
trade association and began to develop their own supplier networks. These 
networks solve the customer's problem of how to increase interfirm collab
oration while also controlling suppliers' power and prices. 

Today's multinational customer firms have followed a network strategy 
which, first of all, selects a preferred pool of suppliers from among all the 
metalworking firms in the region. Selected suppliers must meet tough 
standards for quality, service, delivery, and/or cost. "Competitive selection" 
places pressure on Chicago's supplier complex at large. Nonselected sup
pliers work hard to become selected by meeting customer standards. 
Selected suppliers, given some security by customers (e.g., long term con
tracts), are constantly reviewed for compliance. 

Not only does the supplier selection process weaken the collective 
voice of the regional complex, but so too do other customer expectations. 
Customers wanting to minimize supplier contacts with "one-stop shop
ping" encourage their preferred suppliers to develop a range of product 
lines and process capacities. This weakens the preferred suppliers' former 
ties to other upstream suppliers. In many ways customers treat preferred 
suppliers as extensions of themselves-much like the integration of the 
earlier captive toolroom strategy, which increases customer control over 
supplier operations and costs. 

A third mechanism for solving the manufacturers' problem has been to 
set up a global supplier network. Customers encourage collaborative link
ages and information exchange among their suppliers on the basis of product 
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markets (e.g., sheet metal fabricators). But the suppliers in this network are 
linked globally, not locally; exchanges are carried out, for example, between 
one supplier firm in Chicago, one in Florida, and one in Taiwan. In this way, 
multinational customers have joined the advantages of foreign outsourcing 
to a collaborative network strategy. 

Conclusion and Implications for Today's Labor Relations 

What we see in Chicago in the 1990s, then, is two competing versions 
of network production. One is regionally based and encourages lateral col
laboration among all metalworking suppliers and their metal-related cus
tomers in the region. To the extent that this network would increase the 
skills and participation of its workers-as theorists currently suggest it 
should in order to remain globally competitive-it would empower the 
region's metalworking complex at large vis-a-vis their large multinational 
customers. This development would also threaten to raise prices and wages 
as small suppliers returned to their labor alliance of old in order to achieve 
higher quality, precision, and innovation in production. 

Chicago's second version of network production-that which is firm
based-aims to keep the prices and power of the region's supplier base in 
check. It, too, seeks high quality, but at a low cost. Therefore, lateral collab
oration among all suppliers in the region-and they with their workers
must be partially inhibited. This is accomplished through several mecha
nisms:  competitive selection, the identification of preferred suppliers, 
quasi-integration, and global supplier networks. The ball is now back in the 
trade association's court. It must devise a new strategy to counterbalance 
these firm-based networks or experience deep divisions within its ranks. 
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Endnotes 

1To research Chicago's metalworking industry for my dissertation, I interviewed infor
mants at approximately 70 suppliers, customer firms, unions, immigrant assistance organiza
tions, and relevant government agencies in two-year increments from 1988 to 1992. I also 
talked extensively with personnel at the Tooling and Manufacturing Association (formerly 
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T&Dl); I reviewed their historical documents and other sources of histmical data (e.g., the 
American Machinist, U.S. Congressional hearings, consultant reports). 

21 describe here how the trade a�sociation accommodated to customer demands by 
making changes in its labor relations. But the trade association also resisted customer 
pressures. I discuss these "strategies of resistance" in greater detail in my dissertation. 
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Is  There a L inkage? 
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In recent years automakers in the U.S. have begun to have their parts 
producers participate more in activities such as product design and quality 
assurance. Simultaneously, the parts producers have also increased partici
pation by their employees. This paper explores the relation between these 
two trends. 

This paper grows out of a stream of research which suggests that 
understanding the structure of one market often requires understanding 
the structure of key markets to which it is linked. Recent studies have 
shown linkages between product markets and supplier participation and 
between financial markets and worker participation (Helper and Levine 
I992; Levine and Tyson 1990). Past research also provides some evidence 
of a link between employee and supplier participation. For example, a 
1990 survey of the Fortune 1000 found that companies with above-average 
levels of employee involvement have a third more employees in units that 
undertake "collaboration with suppliers in quality efforts" (40% vs. 30%) 
(Lawler et a!. 1992). 

Proponents of total quality management and similar techniques usually 
prescribe that a firm establish participative relationships with customers, 
suppliers, and its own employees. However, these discussions usually occur 
in separate chapters. (See, for example, GAO 1992; Dertouzos, Lester, and 
Solow 1989; Aoki 1988. )  In this paper we explore whether participative 
relationships with different types of producers are or should be found 
together. In particular, we investigate whether information sharing 
(whether through ongoing discussions or i 1rmal committees) between the 
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focal plant and its suppliers and customers is correlated with information 
sharing between the plant and its workers. Our results are still preliminary. 
In  the future we will also examine the question of the parties' incentives to 
participate in such activities and the effects of participation on productivity, 
quality, and safety. 

Supplier/Customer Participation 

The last decade has seen the spread of new forms of supplier relations 
throughout the U .S .  In industries ranging from computer software to 
retailing, high-performance organizations are turning upstream and down
stream companies into business partners. These relationships are charac
terized by a high degree of interaction between customers and suppliers 
for the purpose of continuous improvement of their joint product and 
process (Johnston and Lawrence 1988; Helper 1991) .  

One indicator of the magnitude of the change is that the percentage of 
U .S .  auto-parts producers who provide detailed information about their 
production process to their customers has doubled over the last ten years, 
from 38% to 80% ( Helper 1993) .  Such data allow automakers and their 
suppliers to make their processes compatible with each other, thus improv
ing productivity and quality. For example, one firm realized that its cus
tomer's blueprint specified the polishing of a component that the final con
sumer would never see. When the firm better understood the use of the 
part, it was able to eliminate this unnecessary operation. 

There is mounting evidence that long-term, information-rich relation
ships between suppliers and customers lead to faster product development, 
higher quality, and lower inventories. For example, Clark ( 1989) estimated 
that supplier contributions account for one-third of the Japanese automak
ers' advantage over their U .S .  counterparts in total engineering hours 
required to design a new car. The reason is that a Japanese automaker 
rarely designs a part that it requires for a new model. Instead, it will specify 
exterior dimensions and performance characteristics and allow a specialist 
supplier to design the part to best match its process. 

However, achieving the high levels of information flow characteristic of 
these participative arrangements requires high levels of relationship-specific 
investment by both sides. Intensive communication over the course of a long
term relationship means that the parties come to understand each other's 
products and processes very well, leading to a high cost of switching business 
pmtners. For example, because of the subtle interactions between a stamping 
press and the chemical composition of steel, it would take NUMMI (the 
GM-Toyota joint venture) two years to switch suppliers for its rolled steel. 
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Thus supplier participation reduces the customer's bargaining power 
(Helper and Levine 1992). In the old system, if a supplier wanted a price 
increase or did not deliver sufficient quality, an automaker could credibly 
threaten to cut off purchases because it had many alternative sources of 
supply. (In the 1970s, for example, Ford had 27 wiring harness suppliers; 
now it has four.) 

Worker Participation 

Along with the rise in customer participation has been an increase in 
the degree to which employees are involved in the design of their jobs. The 
premise is that the person who does a given task all day is likely to have 
many ideas about how that task can be done better. The Japanese tech
nique of kaizen (continuous improvement) involves practices such as qual
ity circles and statistical process control which systematically tap workers as 
a source of insight. 

This movement toward more employee involvement has occurred 
throughout U.S .  industry; there has been a vast amount of experimentation 
in large U.S .  companies. For example, a 1990 survey found that more than 
75% of large U.S .  employers had some form of employee involvement 
(Lawler et a!. 1992). In our survey we find that almost half (47%) of the 
workers in an average auto components plant had attended a quality circle 
or related meeting in the last six months. 

As in the case of suppliers and customers, more participation leads to 
improvements in quality, productivity, and flexibility. For example, after 
Toyota took over the management of GM's Fremont plant in 1982 under 
the NU MMI joint-venture agreement, it instituted a broad-ranging pro
gram of worker participation. In the following years productivity almost 
doubled, while NUMMI's quality rating went from worst to best in the GM 
system .  Such examples can also be found at  parts producers. At  Ford's 
Sheldon Road components plant in Detroit, worker suggestions about the 
root causes of defects on one line led to significant reductions in both the 
number of defects and the number of inspectors. 

Supplier/Customer Participation and Worker Participation: 
Are They linked? 

Reasons to Expect a Linkage 

Below we discuss three reasons why having participation with one 
group might increase the returns to having participation with other groups. 

Benefits of a long chain of communication. The process of continuous 
improvement benefits greatly from goocl channels of communication all 
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the way from the automaker's marketing department to the supplier's 
shopfloor. For example, in 1991 Honda of America found that its cus
tomers wanted a continuously variable heater control, instead of the initial 
design which allowed the vent to be only on or off. A team of engineers 
and operators at Honda's supplier realized that they could achieve variabil
ity with the existing design if they could tighten the tolerances enough so 
that the plastic louvers could come to rest anywhere in their range of 
motion, not just at their endpoints. Implementing this insight, however, 
meant modifying the production process at five or six places. Operators 
contributed many of the suggestions that reduced variability by under
standing interactions between different steps in the process. In this exam
ple the supplier's high level of employee participation made customer par
ticipation work, since Honda was able to implement the change quickly 
and with minimal cost of redesign and new tooling. 

More effective just-in-time production. Worker participation can 
improve processes as well as products. In the early 1 980s, defect rates of 
parts supplied by Japanese companies were on the order of one-tenth the 
rate of those supplied by U.S .  firms (Mitsubishi Research Institute 1987). 
Such quality is both a cause and an effect of Japanese companies' wide
spread use of employee participation in conjunction with "just-in-time" 
(JIT) techniques. Since there is little inventory, any problems in the sup
plier's production process may shut down a customer's assembly plant at a 
cost of up to $ 1  million per day (Clark 1989). Such risk increases incentives 
for understanding root causes of problems and preventing recurrences. 
Employee participation can be crucial in permitting problems to be solved 
quickly so the line will begin running again . 

Although worker participation can be useful, many improvements can 
be achieved by participation with customers alone. If parts producers' 
engineers and managers are observant and creative enough, "kai;::;en from 
above" can have large payoffs, at least at the beginning of a continuous 
improvement effort. For example, a plant in Mexico with 100% annual 
labor turnover and no quality circles was able to win a quality award from 
Honda. In some instances, reduction of buffers has led more to an increase 
in effort by workers than to process improvements that benefit everyone. 
That is , sometimes JIT achieves productivity improvements by having 
workers work harder, not smarter (Babson 1992). We will investigate these 
effects in future research. 

However, there are limits to the effectiveness of this strategy. For 
example, JIT production by suppliers requires tight linkages between the 
customer's and the supplier's processes. If both supplier management and 
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workers pitch in to understand the root causes of quality problems, then 
inventories can be reduced more than otherwise. 

Economies of joint implementation. Both forms of participation require 
significant and similar changes in management vision. The company must 
move from a low-trust environment to a more cooperative system involving 
high levels of communication, skills, and relationship-specific investments 
supported by a foundation of trust and commitment to long-term relations 
(Aoki 1988). 

Instigators of Participation 

Since implementing participation is not easy, major  changes are 
unlikely to happen without a champion. One possibility is that the pressure 
for change could be generated within the focal organization, in which case 
the firm would move to establish participation with both its workers and its 
own input suppliers. (Presumably the firms would have little influence over 
their customers, since automakers are much larger. ) Components produc
ers did seem concerned about employee participation. When asked about 
the most important goals for their business unit's manufacturing strategy, 
parts-maker marketing directors in Helper's ( 1993) survey rated "increas
ing employee involvement" an average of 4.5 points out of a possible five, 
tying with "increasing quality" as the top priority. 

Another possibility is that customers are the primary instigators of par
ticipation, and that they are working their way down the production chain 
starting with the focal organization's management and proceeding to its 
workers. Some automakers actively encourage their parts producers to 
adopt employee involvement programs. 

Honda of America, which runs an intensive technical assistance pro
gram, finds that its suppliers' human resource practices are a key obstacle 
to adoption of the continuous improvement philosophy. For example , 
Honda had spent a great deal of money ($1  to 2 million by the supplier's 
estimate) helping one of its plastics suppliers but had not succeeded in 
helping the firm to run its process competently when Honda personnel 
were not present. A key problem was the company owner's unwillingness 
to share financial information with the workers, which led them to doubt 
the urgency of the need to change. When a machine broke down during 
one of our site visits, the machine stayed down for a long time. One reason 
was that workers stood and watched while a technician fixed it; they did not 
offer suggestions or work to prevent accidents by cleaning up the work 
area, which was littered with plastic pellets. 
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Ford also believ�s that there is a l inkage between customer and worker 
participation and for this reason has begun to encourage its suppliers to 
take advantage of training offered by Ford's Human Resources Develop
ment Center (HRDC). As a company publication explains: 

It is in Ford Motor Company's best interests to help our suppliers 
get the most effective training they can . . . .  The lines between 
Ford Motor Company and its external suppliers are becoming less 
and less clear. As we help our suppliers improve, our people can 
work more effectively in a team environment with them, and that 
will lead to higher quality products (Ford 1993). 

Methods 

The argument presented above implies that companies with high levels 
of participation with their customers will have higher retu rns from 
employee involvement, and vice versa. That is, there are synergies in infor
mation flow from having both customer and worker participation; these 
synergies mean that adopting one form of participation increases the bene
fits of adopting the other. Therefore, a firm that has worker participation 
should be more likely to have customer participation than a firm with no 
employ�e involvement. To the extent the argument is correct, companies 
understand the linkages, and companies have had time to optimize their 
customer and employee relations policies, the basic test is whether the two 
sets of policies are positively correlated. Such correlations are not intended 
to show causality; they merely test whether companies that involve their 
employees in decision making also involve their customers and suppliers. 

We perform three types of tests. The first is to see if customer and sup
plier participation is correlated with worker participation at U.S. auto-parts 
makers currently. The second aims to distinguish who is driving the imple
mentation of participation. If customers are the driving force, then firms 
who participated with their customers four years ago should be more likely 
to have worker participation now. This test allows us to test the hypothesis 
described in the previous section that customer participation leads to 
employee participation, as engineers first fix obvious problems and then turn 
to employees for ideas about more subtle improvements. Conversely, if the 
motivation for participation is internal to the firm, we should expect to see a 
correlation between participation with workers and participation with suppli
ers. ( In this case, we would not expect to see a correlation with customer 
participation, since firms are presumed to have little influence in inducing 
the automakers to collaborate with them, however much they might want 
such interaction.) The third test examines the impact of customer policies on 
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single-plant firms separately, since customers might have a greater influence 
on such firms than on companies with a more elaborate corporate structure 
(Kelley, Harrison, and McGrath 1994). 

Because of limited degrees of freedom, we in general rely on indices of 
the variables of interest: supplier and customer participation and worker 
participation, either through work groups or through labor-management 
committees. We also use an attitudinal measure of employee participation 
that measures managers' dependence on workers' effort and involvement. 
The questions that make up each index are listed in the appendix. 

We also incorporate a number of control variables that may affect the 
introduction of employee participation. These controls include work force 
characteristics such as whether there is a union and the percentage of pro
duction workers who are high school graduates, plant characteristics such 
as total employment and number of machines, and a measure of Japanese 
influence (which is 1 if the plant is owned by a Japanese firm or has a Japa
nese firm as its principal automotive customer, 2 if both are true, and 0 
otherwise) .  

Data 

The automotive examples cited in the text come from field research 
conducted by Levine and Helper over the last several years. The survey 
data were collected by Helper in fall 1993 under the sponsorship of the 
International Motor Vehicle Program at MIT. Questionnaires were sent to 
1600 plant managers at firms located in the U.S.  or Canada which directly 
supply automakers in the U.S. or Canada. The sample was selected in two 
ways. The first group (676 questionnaires) consisted of plants that had 
been identified in a companion questionnaire sent to parts-maker market
ing managers in spring 1993. The second group (924 questionnaires) was 
comprised of additional plants randomly selected from the Elm Guide to 
Automotive Sourcing. In both cases, the respondent provided us with data 
about their production of a typical component for their most important 
customer who is an automaker. The respondent plant also provided us with 
data about their own suppliers' participation. 

In the analysis reported below, we used data from 146 to 170 plants 
(depending on missing values). Taking into account plants that were either 
not applicable (they were not first-tier auto suppliers) or unreachable (mail 
sent to them was returned unopened), the response rate was 15%. In the 
future we will have more observations; by January 1 we had received 400 
questionnaires. 
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Preliminary ResL:Its 

Table l presents regressions that use customer and supplier participation 
to predict employee participation at the focal plant. Close relations with cus
tomers in general do not predict employee participation. These results are 
robust to a variety of specifications: we ran the regressions with and without 
control variables, with different sets of controls (see below), using Tobit and 
OLS, combining the customer participation variables into a single index, 
with and without the supplier participation index, testing for the joint signifi
cance of the customer participation variables, and using other measures of 
worker participation (suggestions per worker and suggestions implemented 
per worker). (We did find that plants that provided customers with more 
information about their process did receive more suggestions per worker. 
Also, plant managers who believe they have a flexible agreement with their 
customers report more worker attendance at labor-management committee 
meetings. However, they also report less powerful work groups. )  

I n  contrast, we found that companies with close relations with their 
suppliers have more powerful committees, more powerful work groups, a 
greater percentage of workers attending meetings ,  and managers that 
depend more on their workers. 

We did not find support for the hypothesis that participation with cus
tomers four years ago leads to participation by the focal plant's employees 

. today. We found some support for the hypothesis that single-plant firms 
are more susceptible to customer influence in that single-plant firms who 
participate with their customers have significantly more dependence on 
their workers. Single-plant firms that have a Japanese customer have less 
dependence. (These results are not presented. )  

Since worker participation is highly correlated with supplier participa
tion, but not with customer participation, we have some evidence in favor 
of the hypothesis that, automaker rhetoric to the contrary, the primary 
source of pressure for participation comes not from the automakers, but 
from within the firms themselves. 

As expected, joint labor-management committees are more powerful in 
plants with a union. In addition, committees are more powerful in older 
plants and plants with a higher proportion of high-school graduates (col
umn l of Table 1 ) .  Managers report a lower dependence on their work 
force when they have few machines per worker, older machines, a union, 
and when they have experienced significant idle capacity for several 
months in a row within the last four years (column 3). Workers are more 
likely to attend committee meetings if they are union members or high
school graduates (column 5). 
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TABLE 1 

Relation Between Employee and Supplier Participation 

Management's % Workers % Workers 
Power of Power of Work Self-He ported Attending Attending 

Committees Group Dependence on Group Committee 
Worker Effect Meetings Meetings 

coeff. s.e. coeff. s.e. coeff. s.e. coefl'. s.e. co elf s.e. 

Measures of Supplier arul Customer Participation 

Participation that this 0.099'' 0.030 ().063" 0.031 0.170" 0.054 4.065 5.031 9.472" 3.771 

plat It has with its 
suppliers 

Provides customer 0.016 0.020 0.0003 0.021 0.019 0.036 1 .727 3. 150 2.99 1 2.454 

with breakdown of 
process steps 

Both plant and (J.006 0.017 -0.034' 0.018 0.()(12 0.031 -2.1i39 2.791 3.935' 2. 1 80 

customer willing to 
modify agreement 

Engaged in ongoing 0.014 0.019 0.()()2 0.020 0.03 1 0.034 2.003 3.123 0.749 2.455 

discussion with 
customer 

Control Variables 

l .og (e.mployment) 0.003 0.025 0.014 0.02(i 0.03fl 0.046 1.99(i 4.248 -8.267'' 3.376 

Union 0.118'' O.(J45 0.043 0.047 -0.360" 0.083 -8.723 7.391 10.939' 5.847 

Percentage of shop 0.001' 0.()()1 0.001 0.001 -0.()()()4 0.0015 0.224 0.140 0.218' 0.122 

work force with a 
high school or GED 
diploma 

Log (number of -0.015 0.023 0.032 0.024 0.070' 0.042 - 1 .994 3.915 2.531 3.058 
machines which are 
in regular usc in the 
plant) 

Log (number of 0.014 0.025 0.024 0.027 0.077' 0.046 3.780 4.226 1.377 3.290 

machines less than 5 

years old) 

Log (age of plant) 0.072" 0.028 0.008 0.029 0.053 0.050 - 1.642 4.645 3.1 17 3.564 

Plant has had 0.102" 0.041 -0.014 0.043 -0.180' 0.074 8.772 6.850 -0.253 5.221 

significant idle 
capacity for several 
months in a row in 
last four yeus 

Plant has Japanese 0.054 0.040 -0.026 0.042 -0.062 0.072 -3.338 6.414 -5.710 5.053 

0\Vncrship or 
customer 

No. of observations 170 170 165 !55 146 
R' 0.230 0.109 0.236 0.081 0. 172 

Adj. R' 0.172 0.040 0.175 0.()()4 0.097 

"p < [J.10, "p < 0.05 

Other control variables that we tried and found to be insignificant were 
age of the product's design, number of components in the plant's product 
(a measure of complexity), and naming GM as one's customer. We entered 
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separately the variables for Japanese ownership and having a Japanese cus
tomer; we still found that, in general, having a union is a much more effec
tive predictor of worker participation than is having Japanese influence. 

Conclusion 

The argument presented in the first part of this paper suggests that 
there should be a positive interaction between a focal plant's participation 
with its customers and participation by its employees. Our data also show 
widespread diffusion of participation with customers and employee partici
pation taken separately. For example, 81% of plants had more than 30% of 
their production workers attending quality circle meetings in the last six 
months (a measure of the extent to which workers share their information 
about the production process with management). On our analogous mea
sure of customer/supplier information sharing, we found that 81% of plants 
agreed with the statement, "We provide our customer with a very detailed 
breakdown of our process steps." However, only 66% of plants have both 
types of participation-exactly what one would find if the two policies were 
only randomly associated. 

There are several possible explanations for this result. The theory (that 
customer participation and worker participation are more productive if 
used together) could be wrong, managers could be unaware of the interac
tions, or it could take time for firms to adjust. It could be that four years of 
participation with customers is simply not long enough to generate worker 
participation. (Managers at Honda of America told us that encouraging 
worker participation is one of the last stages in their technical assistance 
program with their suppliers. )  

Another possibility i s  that social and private incentives diverge. If infor
mation sharing requires the parties to make relationship-specific invest
ments, then the powerful party will have less bargaining power than if their 
dealings were strictly arm's-length. The reason is that the weaker party can 
"hold up" the stronger party for a share of its product-market rents. The 
larger are these rents, the greater is the stronger party's incentive to avoid 
making relationship-specific investments (Helper and Levine 1992). This 
can lead to a situation in which it is precisely those plants where relation
ship-specific investments are most efficient who will be least likely to make 
them. For example, suppose a focal plant participates closely with its cus
tomer, leading to high profits. The theory presented above says that the effi
ciency gains to employee participation are higher where customer participa
t ion i s  also p resent .  However, s ince the rents th at employees in a 
high-participation workplace gain access to are also greater in this situation, 
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such plants may be reluctant to implement employee involvement pro
grams. Conversely, if rents from a relationship with customers are low, a 
firm has little to lose by implementing participation with its employees and 
its suppliers. 

Appendix 

Construction of Indices 

Participation that this plant has with its suppliers (a = .75). Sum of the proportion 
of suppliers: 

with statistical process control 
with Just-In-Time production 
who receive technical assistance 

with Just-In-Time deliveries 
with a contract longer than one year 
who help design the product 

Participation with the plant's focal customer. The negative of the respondent's 
scores on the following items (1 = strongly agree, 5 = strongly disagree). (Each of these 
items was entered into the equations separately): 

"Both our business unit and our customer are very willing to modify our agree
ments if unexpected events occur;" 

'We provide our customer with a detailed breakdown of our process steps;" 
"We are engaged in an ongoing discussion with our customer about ways to 

improve both their operations and ours." 

Power of work group (a = .65) and power of worker-management committees 
(a = .72). Proportion of the following tasks over which managers claim the work group 
(labor-management committees) has influence: 

work methods and task assignments 
the purchase of new tools 
subcontracting work to suppliers 

changes in product design 
safety and health policies 
selecting supervisors or team leaders 

Management's self-reported dependence on worker effort (a = .55). The negative 
of the sum of the responses to the following questions ( 1 = strongly agree, 5 = strongly 
disagree): 

'We frequently ask workers at our plant to help us in ways not specified in their job 
description." 

"Our plant's performance depends crucially on the active cooperation of our 
unskilled and semiskilled workers." 

"Each year we expect our shop workers to make substantial improvements in their 
own methods of operations." 

''\-Vorkers sometimes feel reluctant to share their ideas about improved work meth
ods with management." (reverse coded) 
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Experiments with internal organizational structures designed to tran
scend hierarchical and cross-functional barriers to communication and 
coordination, to provide flexibility in solving problems, and to increase 
workers' attachment to their employers have been underway in this coun
try and elsewhere since the 1970s. Especially in large firms, such practices 
as employee participation in new collaborative problem-solving mecha
nisms with management, self-managed work groups, skill-enriching job 
redesigns for employees in the middle and bottom of occupational hierar
chies, and employee stock ownership and profit-sharing plans open to 
employees at all levels of the organization represent efforts to reform exist
ing bureaucratic systems of management. 

Another development widely thought to be evolving more or less inde
pendently of these intraorganizational reforms is the forging of several 
types of collaborative activities between different business organizations. 
External or interorganizational collaborative interchanges between compa
nies include formal efforts to jointly design and develop new products as 
well as informal interchanges between engineers and managers of separate 
companies that have long-term contractual ties, as in relational subcon
tracting. The auto industry has taken the lead in simultaneously reducing 
the number of its first-tier suppliers and entering into longer-term con
tracts with those still in the network as a sign of relatively greater commit
ment intended to promote mutual trust. One motive behind managers' 
interest in such interorganizational collaboration is to gain access to the 
know-how and resources within another enterprise without having to incur 
the full costs of acquiring and managing that organization. 

Kelley's Address: H. John H einz III  School of Public Policy and M a n agement, 
Carnegie Mellon University, Pittsburgh, PA 15213. 
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In this paper we explore the actual extent of the separate and joint 
occurrences in the American economy of forms of employee participation 
and labor-management cooperation within the workplace and interfirm 
collaborative manufacturing. We make use of a 1991 nationally representa
tive stratified random sample of m anagers in 973 U.S .  manufacturing 
plants that are engaged to some extent in the machining production 
process. This "machining-intensive, durable-goods" ( MDC) sector consists 
of many small establishments but also the branches of major aerospace, 
auto, farm and industrial machinery manufacturers, producers of engineer
ing and scientific instruments, and suppliers to the leading auto and air
craft companies. 

Our data enable us to measure ( 1 )  the incidence of various forms of 
employee participation, (2) the incidence of a number of forms of inter
establishment collaborative manufacturing practices, and (3) the extent to 
which these practices coincide ( i .e . ,  whether companies and production 
units exhibiting new structures for rewarding employees and enhancing 
their participation in and control over management decisions are also more 
likely to be engaged in participative arrangements for extending collabora
tion and joint decision making with key suppliers and customers) .  The unit 
of analysis is the individual establishment, and the perspective is that of the 
production manager of the "focal organization" (FO). Our principal thesis 
is that we may infer that management has embarked on a collaborative 
manufacturing strategy when internal relations (i .e., between management 
and employees) and external relations (i .e. ,  betweer:: the focal organization 
and its largest customer, most important subcontractor, and most important 
technology vendor) are characterized by jointness in responsibility and 
control over resources, rewards, and risks. 

Comparing Intra- and lnterorganizational Collaboration 

Theory from organizational sociology, industrial economics, and man
agement strategy provides the basis for expecting that successful organiza
tions operating in the same kinds of market niches will exhibit similar orga
nizational structures, either through a process of adaptation and reform of 
existing structures or through selection by the market of survivors with the 
appropriate structures. Efforts to explain the heterogeneity of organiza
tional structures typically attribute these to differences in the external envi
ronment. The environment is viewed as an arena in which threats or 
opportunities from other organizations are manifested. We conceptualize 
the "environment" in terms of the behavior of key organizations-a firm's 
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major business customers and suppliers-as viewed by the management of 
our focal organizations. 

There is, of course, considerable disagreement among theorists about 
the extent to which management shapes the environment or even can 
adapt existing organizational forms to new environmental conditions. Some 
have persuasively argued the case for entropy in organizational systems. Yet 
whether by happenstance, experimentation, or as part of a conscious strat
egy, major management innovations do occur from time to time and come 
to dominate because of their superiority for managing particular environ
mental conditions. These new forms allow organizations to influence their 
own environment and, in some cases, shape the environment of other orga
nizations in unprecedented ways. More generally, all theories of business 
strategy assume some degree of feedback from managerial decisions to the 
environment. The notion of "fit" between the organization's stmcture and 
the environment (with causality mnning both ways) is a theme repeated in 
economic and sociological formulations. 

The just-in-time production system (JIT) offers a contemporary exam
ple in which there seems to be a strong case for viewing this innovation in 
management practices as requiring adaptations in both the external envi
ronment and internal organizational stmctures. JIT attempts to rationalize 
production by institutionalizing demand pull (kanban) inside the factory. 
That, in turn, necessitates forging new kinds of external relations with sup
pliers so as to provide timely delivery of parts and products. In order to 
maintain this system of production, workers within the facility must coordi
nate their activities to a far greater extent than in a system in which the 
holding of inventories is an acceptable (and partly unpredictable) practice .  
At the same time, organizations employing JIT are compelled to have fre
quent interchanges with their suppliers to coordinate delivery and ensure 
that the suppliers are able to meet the timeliness and technical require
ments of JIT delivery. 

Similarly, when coupled with advances in manufacturing technology, 
customers' demands for high quality at lower costs in small volumes may 
compel suppliers to adopt a flexible form of internal work organization in 
which blue-collar workers and engineers collaborate (as contrasted to the 
classical linear system of innovation mnning from design to production to 
distribution ) .  The objective is to make it possible for the supplier to 
become involved with its customer at an early stage of product design , 
thereby enhancing what practitioners call "design for manufacturability." 

In much of the literature on new forms of employee participation, 
there is a widespread conviction that collaborative problem solving, job 
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enlargement, gainsharing, and the rest will become increasingly wide
spread because of their superiority in resolving problems of coordination 
within the firm and the need for more rapid diagnosis and resolution of 
production problems affecting quality and efficiency. Initially as a strate
gic choice by enlightened (or possibly just endangered) managers, then 
through an ordinary process of imitation, such practices are widely held 
to be spreading throughout American industry in all sectors of the econ
omy. 

We are suggesting that the institutionalization of these new forms of 
participatory employee involvement beyond the stage of experimentation 
may depend on whether or not they are at least consonant with and sup
portive of an overall strategy of close collaborative ties between organiza
tions. Understanding more about the congruence of these internal and 
external organizational practices may help us to better predict and even 
promote (should it be advisable) the diffusion of employee involvement 
within companies. 

Internal Cooperation Between Managers and Their 
Employees 

Within the context of manufacturing, generally, and with special refer
ence to the MDC sector, we measure four aspects of work organization 
and labor-management relations that afford employees a greater opportu
nity to affect decisions regarding technology and work practices, to address 
problems, and to materially benefit from their efforts: 

1. Shared control of technology allows operators of computer-controlled 
automated machinery (PA technology) to write the programs, thereby 
enriching the skill set of their jobs. 

2. Group problem solving entails setting aside time away from the rou
tine execution of tasks to involve workers in discussions and decisions 
regarding the use of technology, the resolution of production problems, 
and other related workplace issues (these discussions may include both 
workers and managers, or they may be the province of self-managed 
teams) .  

3 .  Gainsharing increases the portion of the financial returns to  collabo
rative efforts that are distributed to the workers; examples include profit
sharing plans and employee stock ownership programs. 

4. Unionization performs both functions, allowing workers to partici
pate in decision making through the union structure, and to share in the 
benefits of increased efficiency through collective bargaining over wages 
and benefits. 
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TABLE l 
Incidence of Forms of Employee Participation Internal to the Establishment in 

the U.S. Machining-Intensive Durable-Goods Sector: 1991 '  
Grouped Variables 

Single Branch Test All Number 
Plant Plant Statistic Plants of Valid 

n=545 n=42.3 n=968 Responses 

Problem-solving .40 .74 10.52""  .46 964 
groups'·' 

Gainsharing'· ' .28 .52 7.60"" .31 964 

Union' .06 .26 8.70" " .09 962 

Shared control of .78 .69 2.68"" .76 692 
technology n=354 n=338 
(among PA 
adopters)' ' 

lGD 

'Because the survey was administered to a size-stratified random sample of establish
ments in the MDC sector, all reported proportions and means are weighted by the 
inverse of the probability of inclusion into the sample. 

'Diflerences of proportions are tested using a two-tailed Z-score at the .05 and .01 
levels. "p $ .05, ""p $ .01 

'If the focal organization has joint labor-management problem-solving committees or 
self� managed production worker problem-solving committees, then it has problem-solv
ing groups. 

•If the focal organization ha� employee stock ownership or profit sharing, then the 
f(Jcal organization has gainsharing. 

'The estimates of blue-collar programming are conditioned on the adoption of pro
grammable automation (PA). 

Table 1 shows the incidence of these organizational forms among all 
MDC establishments in the United States in 1991 and then by whether the 
establishments are single plant, generally smaller enterprises ( SPEs), or 
whether they are branches of multiunit companies ( BPs). Among all pro
ducers in this sector, 46% of establishments have some sort of problem
solving group established at their plants. The difference between the SPEs 
and BPs is very large; about three out of four branch plants in the MDC 
sector have problem-solving committees, compared to only four in ten of 
the single-plant firms. 

Traditionally, the presence of unions has been a predominant mecha
nism to enable workers to participate in management decisions affecting 
their jobs and the primary means for balancing power between employees 
and their employers. But the incidence of unionization is sharply declining 
in the U.S .  In the MDC sector, production workers are represented by 
unions in only 9% of all establishments. Unionization is significantly higher 
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among branch plants (26% have unions) than among single-plant firms, 
only 6% of which are unionized. 

The most significant change in technology within MDC establishments 
during the 1980s has been the introduction of programmable automation. 
When responsibility for programming this technology is delegated to 
m achine operators ,  the effect of this change in technology can be  
"reskilling" rather than "deskilling" of these occupations. In 76% of  all 
MDC establishments that have adopted this technology, at least some 
operators have regular responsibility for writing programs to direct their 
machine tools. The sharing of control over technology through the expan
sion of operator skills into the programming function is actually somewhat 
more prevalent among the generally smaller SPEs than among company 
branch plants. But for both types of firms the diffusion of this practice had 
obviously proceeded quite far by 1991 .  

Other forms for enhancing employee involvement, such as  joint labor
management, problem-solving committees (LMCs), are better character
ized as in an unstable "churning" stage, with about as many businesses dis
carding these institutions as the number adopting them. Table 2 shows the 
change in implementation of LMCs between 1987 and 1991. The overall 
proportion of establishments with LMCs did not change significantly dur
ing this period; about half of all MDC establishments have such commit
tees. But as shown by the off-diagonal elements of Table 2, 38% of those 
establishments that did not have LMCs in 1987 subsequently adopted this 
organizational innovation, while an almost identical fraction (35% of the 
establishments that had implemented LMCs by 1987) subsequently elimi
nated them. 

These aggregate statistics mask sharp differences between SPEs and 
BPs. Among the former, joint committees are indeed not being institution
alized, at least not yet. But in branch operations, only 22% of those BPs 
that had implemented LMCs by 1987 subsequently discontinued them, 
while fully 76% of those that did not have LMCs in 1987 introduced them 
by 1991 .  Among branches of generally larger companies, LMCs clearly are, 
for better or worse, being institutionalized in American industry. 

By contrast, management's assignment of the programming function for 
PA technology to tb.e operators, rather than assigning it to specialist white
collar progra mmers or engineers off the shop floor, is a form of skill 
enhancement of blue-collar jobs that has increased rapidly in all forms of 
business enterprise. As shown in Table 3, fully two-thirds of all establish
ments that were without such job design in 1987 had adopted it by 1991 .  
M eanwhile, only 7% of  all establishments that had implemented operator 
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programming by 1987 had discontinued the practice by 1991 .  Operator 
programming has increased among BPs as well as among SPEs, but the 
skill-enhancing approach to job design in branch plants still lags behind its 
incidence in small companies. 

1987 Status 

LMC Present 
n=443 

N o LMC 
11=275 

1991 Percent 
distribution 

TABLE 2 

Change in Implementation of Joint Labor-Management 
Problem-Solving Committees between 1987 and 1991 '  

1991 Status 

LMC Present No LMC 1987 Percent 
n=496 n=222 Distribution 

65.3% 34.7% 48.0% 

38.2% 61.8% 52.0% 

5 1 .2% 48.8% 100.0% 

'718 establishments provided information on joint labor-management problem-solv
ing committees in the two-survey periods. 

1987 Status 

Operator 
programming 
n= 143 

No operator 
programm i ng 
n = 2Tl 
1991 perct'nt 
distribu tion 

TABLE 3 

Change in Implementation of Operator Programming 
between 1987 and 1991 '  

Operator 
Programming 

n=289 

92.7% 

6G.8% 

1-i l..'l% 

1991 Status 

No Operator 
Programming 

11=127 

7.3% 

33.2% 

I H .7% 

1987 
Percent 

Distribution 

55.7% 

44.3% 

1 00.0% 

'4 ] [) "stahlislnn<·nls providPd information on Ojl! 'rator programming i n  I SJ87 and 
1 99 1 .  
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That overall union incidence within U.S. industry has been declining 
steadily is no news. What we uncover is that this decline is a result both of 
previously organized establishments shedding unions at a rate of 23% over 
five years and of little union success at penetrating previously unorganized 
workplaces, with gains of only 1 .3% over the same time period. These findings 
reinforce the growing impression that without major changes in the regulatory 
or political climate, conventional forms of employee representation are likely 
to play less and less of a role in industrial governance in the years ahead. 

lnterorganizational Collaborative Manufacturing Practices 

\Ve consider several types of external collaboration with the focal orga
nization's largest customer, its most important subcontractor, and its most 
important technology vendor. All of our information on the relationship 
between an FO and these key partners comes from interviews with the 
production manager responsible for the machining production process in 
the FO. We have no information from the FO's partners regarding their 
perceptions of ties to the FO. In each of the three types of interfirm ties, 
the partners' importance to the FO is assessed in terms of the machining 
production process. 

Only 12% of the FOs do not ship the output from the machining 
process at the plant to some external customer but instead use that output 
solely to make replacement parts or tooling used in another production 
process within that plant. For these FOs we do not have information on 
collaborative ties to their customers. Similarly, not all plants that are them
selves engaged in the machining process depend on subcontractors that 
also do machining. Forty-one percent of the FOs do not rely on machining 
subcontractors. Finally, we asked the production manager about his or her 
experience with the machining technology vendor (either a manufacturer 
or a distributor) whose shipments to the FO during the past four years 
exceeded in value those of any other vendor, domestic or foreign. Organi
zations that did not purchase any equipment from a machining technology 
provider during this period were not queried about that contact. However, 
two-thirds of our FOs did purchase at least one new machine tool between 
1987 and 1991 .  

\Ve constructed measures for assessing the collaborative ties between 
an FO and each partner based on responses to survey questions about the 
machining production process experiences of the production manager with 
the partner organization in the previous two-year period ( 1989-90). These 
questions were used to construct four separate measures of interfirm col
laborative behavior: financial risk sharing, mutual technical assistance, joint 
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design and development of products and techniques, and intensity of inter
action as measured by the frequency of face-to-face meetings between 
technical or managerial staff of the FO and its partner. Because of space 
limitations the following discussion focuses on FO-customer links. 

Of particular interest is the joint development or design of products, 
widely thought to be the essence of collaborative manufacturing. Many of 
the products manufactured in the machining process are customized to the 
specifications of particular customers. When the United Parcel Service 
places an order for a new conveyer system that it wants built solely for its 
own use in distribution centers, it will have specific requirements that an 
industrial machinery producer will design into the system.  Sometimes a 
customer's requirements are so specialized that the design process itself is 
undertaken as a joint endeavor. 

In both the localized "industrial districts" and in more spatially exten
sive production networks, our FOs may collaborate in the development of 
wholly new products with their subcontractors or customers, each making a 
contribution to the design/development process. Organizations that use a 
new technology, especially "lead users," will embark on collaborative ven
tures with technology vendors to further develop or adapt equipment and 
techniques. Vendors find these alliances advantageous for learning about 
new applications. The user collaborates in order to gain a proprietary tech
nological edge, however temporary that advantage may be. 

Some collaborative ventures with another firm, particularly with 
respect to the development of new products, may be quite formal, if only 
to clarify intellectual property rights between the two organizations. But 
face-to-face contacts between members of the two organizations provide 
another avenue through which inforrnal collaborative ties can be forged 
and maintained. Close collaborative relationships are indicated by the 
intensity of these interactions which we measure by their frequency. 

Now consider the incidence of focal establishments' collaboration with 
their largest customers over the two years prior to the 199 1 interview. 
Eighty-five percent of the FOs in this sector participated in technical meet
ings with engineers and managers from their largest customers at least once 
during 1990. These meetings occurred rather frequently, about 22 times 
per year on average. Half of the focal establishments report undertaking 
joint development or design of products with their customers, and one
fourth report that they both give technical assistance to their customer and 
receive technical assistance from their customer. Finally, 22% of all focal 
plants report that their largest customer shares financial risk with them by 
providing financing towards the purchase of materials and equipment or by 
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loaning equipment to them. When the sample of focal organizations is 
divided between SPEs and BPs, we see that on every indicator a higher pro
portion of branch plants have collaborative ties with their most important 
customers than do single-plant enterprises. 

TABLE 4 

Internal Collaboration and Largest Customer Relations 
(All Establishments with External Customers for Machining Output) 

Group Test Gain Test Shawd Test Union Test 
Problem Stat sharing Stat Control of Stat Stat 
Solving Technology 

yt�S IJO yes no yes llO yes no 

Customer .20 .22 1 .26 .24 .20 0.64 .25 .24 0.25 .19 .22 0.84 

finances 
FO"s inputs 

Mutual .37 .16 5.92·· .35 .21 5.92·· .30 . 1 6  3.36 .. .30 .25 2.28• 

technical 
a.�>sistancc.� 

Joint .!iO .44 4.15 .. .59 .47 4.15 .. .59 . 43 3.39" • .65 .49 3.69 .. 

dC'vcloprnent 
or design 

Largest .90 .81 3.39 •• .89 .83 3.39 .. .88 .!Jtl {).{;.5 .fl(i .R4 .1.95 .. 
custom!'r 
participates 
in te-chnical 
IO<'Ctjngs 
\\ith focal 
orga11ization 

Number of 2G.!Xl 18.4fl 1.96 .. 20.82 22.GI 0 . .54 .. 22.48 17.35 1.4.5 •• 23.30 21 .9G 0.34· 

rnt•etings (51 .52) (32.08) (40.26) (43.61 )  (37.53) (29.54) (4.5.62) (42.3.5) 

11=430 11:::215 ll=319 ll=326 ll=348 11=141 I I =  154 n =4HO 

The Coincidence of Internal and External Collaboration 

There are strong theoretical reasons to suppose that businesses that 
adopt collaborative external practices may also be more likely to adopt (or 
to have already adopted) arrangements internal to the enterprise which 
support and promote broader employee participation. The coincidence of 
these internal and external organizational forms may be driven by an 
underlying technical interdependency (as in a network system) or in con
nection with efforts to implement a JIT system of worker (and supplier) 
control. Both external and internal organizational forms of cooperative 
interchange and collaboration may be responses to recent shifts in market 
conditions, such as heightened international competition and the associ
ated increased pressures to cut costs. 
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Among manufacturing establishments in the MDC sector, we find that 
internal and external forms of collaboration often do coincide, especially in 
the case of single-plant enterprises. For example, Table 4 shows the inci
dence of collaborative ties between the FO and its largest customer for the 
pooled sample. For 12 of the 20 comparisons shown in the table, we find 
indicators of external collaborative ties to be significantly higher when the 
plant has one or another form of employee participation. In other words, 
when there is a particular internal form of employee participation such as a 
group problem-solving process , external collaborative ties to the F O's 
largest customer are also more likely to occur on four of the five indicators. 
The highest association (by this criterion) occurs with mutual technical 
assistance; compared to plants without any internal employee participation, 
those with group problem solving, gainsharing, and a skill-enriching job
design approach to the use of PA technology are more likely to have a rela
tionship with their largest customer in which there is a mutual exchange of 
technical assistance. 

At a more disaggregate level, we discover that association between 
internal and external forms of collaboration is statistically significant more 
often for SPEs than for BPs. This generalization holds as well for the 
upstream linkages (i.e. , for FO-subcontractor and FO-vendor relations). 
For branch plants, only 3 of the 20 comparisons are statistically significant 
in the expected direction, while this is true for 8 of the 20 SPE compar
isons. Branch plants are more likely to engage in mutual technical assis
tance with their largest customers if there is a group problem-solving 
process in place. Both joint design and development of products and 
mutual technical assistance are more likely to occur in branch plants that 
permit operators to share control over the technology through the practice 
of operator programming. 

Among those s ingle-plant firms that have a group problem-solving 
process, a gainsharing plan, or shared control over the technology, the inci
dence of mutual technical assistance and joint-product design or develop
ment with the largest customer is significantly higher than for SPEs with
out such arrangements for enhancing employee participation. 

Preliminary Generalizations 

Group problem solving and gainsharing are the internal participatory 
mechanisms that are most often associated with collaborative activities with 
the three types of external partners. With respect to gainsharing in particu
lar, plants with such plans are more frequently associated with collaborative 
backward linkages to subcontractors and to technology vendors. For both 
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single-plant enterprises and branch plants, the incidence of group prob
lem-solving structures is consistently associated with a significantly higher 
frequency of meetings between the FO and its partner. For the customer
FO comparisons, we find that for both branch plants and single-plant 
enterprises, shared control of technology through operator programming is 
strongly associated with mutual technical assistance and joint design or 
development of new products. 

\Ve find greater congruence between internal and external collabora
tive forms of organization among s ingle-plant enterprises than among 
branch plants in this sector. It may well be that the former are effectively 
substituting external collaboration for networked interchanges that are 
internalized within the parent companies of which the latter are a part. 
Inconsistencies between approaches in managing internal and external 
relations that are observed at the plant level may derive from the greater 
complexity of governance within the multiunit firm. 
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The models used in accepted wage theory are too simple and 
need to be supplemented. This is not exactly news . (Sumner 
Slichter 1929, as cited in Ulman 1992). 

Economists typically assume that in unregulated m arkets supply 
approximately equals demand; conversely, they assume that institutions 
such as unions or government regulations create inefficiencies and move 
the labor market away from the equilibrium of supply and demand. In fact, 
U.S. labor markets show important deviations from the supply and demand 
equilibrium even when there are few rigidities due to unions or regula
tions. Conversely, an increase in the power of institutional forces such as 
unions can sometimes move labor demand and supply closer. In the follow
ing review of recent research, I show that human capital and compensating 
differences explain only a fraction of labor market outcomes, while theories 
of bargaining, fairness, and efficiency wages are useful for understanding 
both regulated and unregulated labor markets. ( By "fairness" I mean 
employees' perceptions of fairness, not an ethical standard. ) 

The Wage Structure Within an Enterprise 

Human Capital Theon} 

The leading neoclassical explanation for labor-market phenomena is 
human capital theory, which posits that workers performing complex jobs 
that require more skill receive higher wages. Mincer and Higuchi ( 1988) 
used this framework to study why wages increase more rapidly with tenure 
in Japan than in the U.S .  and why turnover rates are lower in Japan. They 
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assume that industries where wages increase rapidly with age or tenure 
have more investment in human capital. They find that such industries 
have lower turnover. They then conclude that the differences in wage pro
files can explain most of the U.S.-Japan differences in turnover. 

I investigated their assumptions with a richer data set and found that 
steep wage profiles are not associated with high levels of training in either 
the U.S .  or Japan. In addition, I replicated their methodology and found 
that steep wage profiles are not associated with low levels of turnover in 
either nation ( Levine 1993b). Thus there is at best mixed evidence that 
human capital theory provides a unifying framework for understanding 
why some employers have more rapid wage growth than others, or why 
Japan and the U.S .  differ in wage growth and turnover. 

"Compensating differences" is an additional neoclassical theory for 
explaining wage differences. It posits that jobs with anomalously high 
wages have unmeasured undesirable working conditions. Research on the 
effects of working conditions on wages have been mixed at best. Brown 
( 1980), for example, surveys studies that augment standard wage equations 
with measures of undesirable work conditions; these coefficients are rarely 
both positive and significant. 

By contrast, compensating differences are usually present when wages 
are determined by unions ( Dickens 1984) .  The presence of unions 
increases workers' collective information and ability to evaluate hazards . 
This increase in information implies that unions can make the full-informa
tion assumption of the competitive model more valid (just as unions' 
monopoly power make the assumption of price taking less valid). Even in 
the former U.S.S .R. where wages were set centrally, unpleasant jobs (such 
as mining) were usually paid a wage large enough to compensate for the 
danger; prestigious and safe professional jobs typically did not receive high 
wages ,  yet (as compensating differences theory suggests ) people still 
desired to take those jobs. 

Fairness and Efficiency Wages 

The efficiency wage hypothesis posits that productivity of similar work
ers depends upon wages; thus firms set wages taking into account how 
wages can affect effort, unmeasured human capital, turnover rates, and 
recruitment costs . ( Katz [ 1987] surveys this literature . )  These theories 
imply that relative wages may affect productivity. 

Institutional theories of wage determination in Europe and Japan stress 
that relative wages within the enterprise will be strongly constrained by 
considerations of fairness ,  custom , or centralized union bargaining. 
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Although union influence is lower in the U.S. than abroad, it appears that 
fairness and custom considerations lead to rigid relative wages in the U.S. 
as well. 

The prescriptions found in U . S . compensation textbooks ( e . g . ,  
Milkovich and Newman 1990) assume that historical wage relativities con
strain wage adjustments. These texts assume that when companies disrupt 
relativities, they suffer from reduced motivation and increased turnover, 
absenteeism,  and antimanagement activity by unions. Moreover, the com
pensation literature recommends a system of pay determination based on 
job evaluations and wage surveys that institutionalize these relativities. 
Practitioners following the advice of compensation textbooks will automati
cally maintain relative wage rates within broad occupational groups (e.g. ,  
within all blue-collar workers) .  

To better understand the role of institutional processes in pay determi
nation, I surveyed compensation executives at major U .S . employers 
(Levine 1 993c) .  These employers were given scenarios and asked what 
wages they would recommend for different jobs. When market wages for 
closely related occupations diverged, most respondents did not recom
mend adjusting relative wages within the company. Specifically, the sce
nario stated that there was a 12% rise in market wages for nonunion senior 
carpenters, and a 4% market wage rise for junior carpenters. Seventy-eight 
percent of respondents recommended identical wage increases for both 
occupations at their own employer. When the occupations were not closely 
related (blue vs. white collar), most respondents recommended partial or 
full adjustment to the market. Interestingly, even in this condition 12% of 
respondents recommended no change in relative wages. 

Compensation executives' emphasis on relative wages appears to be 
sensible in that employees also focus on relative pay. For example, in a sep
arate study Cowherd and I found that companies with above-average pay 
dispersion have lower product quality; product quality, in turn, is more sen
sitive than is productivity to whether workers are putting out high levels of 
effort (Cowherd and Levine 1992). Market forces often lead companies to 
override norms of fairness, but in my survey and interviews, even execu
tives whose companies systematically break workers' norms of fairness 
acknowledged that there are substantial costs of doing so (Levine 1993c). 

The Wage Structure in the Labor Market 

Excess Supply and Demand 

The forces that constrain relative wage adjustment within a company 
also act to slow adjustment to market forces. Neoclassical models typically 
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assume that wages adjust rapidly in response to excess supply and demand 
unless institutions such as unions or government regulations impede 
adjustment. In  fact, wages adjust quite slowly to excess supply in the U.S .  
In my survey of compensation executives, I also gave employers differing 
facts concerning excess supply of labor. Moving the regional and industry 
unemployment rates from 5% to 10%, lowering vacancy and quit rates, and 
having managers report little difficulty in filling vacancies had virtually no 
effect on these executives' wage recommendations. 

Follow-up interviews with a subset of compensation executives strongly 
supported the hypothesis that unemployment rates are not important 
determinants of pay changes in large organizations. The respondents nei
ther formally nor informally considered unemployment rates when deter
mining pay adjustments. One respondent asked incredulously, "You mean 
take advantage of the fact that there are a lot of people out of work?" She, 
like most of the other executives, stated, "I think that is very short-sighted." 
They all felt that companies had to keep up with the market or lose their 
good people. Furthermore, they all felt that unemployment rates were not 
useful indicators of the fundamental determinants of the demand for their 
employees. Furthermore, although all of the companies had offices that 
were geographically dispersed, none varied regional wage differentials in 
response to changes in regional labor market conditions. 

Instead, many of these executives appeared to assume, as one noted, 
"Unemployment rates tend to be impounded into local wage rates, so we 
do not focus on and build the unemployment rate into our structure 
changes . "  S imilarly, company-specific indicators of excess supply (e .g . ,  
turnover or queues) are distrusted because managers and recruiters always 
claim they need a larger salary budget. These games distort the value of 
any information they give concerning quit rates or applicant queues. If the 
executives responsible for determining compensation do not utilize infor
mation on excess supply and demand but wait for others to adjust first, 
then it is not surprising that wages adjust slowly to changes in labor market 
conditions. 

These results also appear to generalize across nations. In a number of 
studies, large companies in Japan, Canada, and the U.S .  all show low 
responsiveness to unemployment rates (Layard et al. 1991) .  

Ability-to-Pay Theories 

A number of observers have noted the relatively greater variability of 
relative wages in the U.S .  than most of Europe and have concluded that 
the U .S .  labor market is more flexible-supply and demand shocks are 
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causing wages to adjust in order to clear the market. Unfortunately for the
ories of labor flexibility, wages tend to adjust in a fashion that impedes the 
movement to equilibrium .  Specifical ly, some industries enjoy positive 
productivity shocks. Wages rise in these industries but employment does 
not increase; instead, currently employed workers enjoy higher compensa
tion (Bell and Freeman 1991) .  Wage fluctuations do not appear transitory 
(as in a labor market when wages must rise temporarily due to search costs 
as companies expand). Instead, high-wage companies and industries con
tinue to pay high wages for many years (Groshen 1989; Levine 1992). These 
patterns are consistent with a model where the employer's ability to pay 
determines wages because of fairness or bargaining power considerations. 

In the U.S.  the decline of unionism to less than 12% of the private-sec
tor labor force decreases the relationship between ability to pay and wages; 
compared to a generation ago, both unions and the threat of unionization 
are less important. At the same time ,  the U .S .  has experienced rapid 
growth of gainsharing, profit sharing, and employee stock ownership plans 
( E S OPs) which i nstitutionalize a l ink between compensation and an 
employer's ability to pay. Participation in gainsharing plans, for example, 
increased by more than half between 1987 and 1990 (from approximately 
5% to 8% of the nation's work force ) .  (Gainsharing plans typically pay 
bonuses based on a plant or company's productivity or cost savings. These 
data are described in Lawler et al. [ 1992]. )  ESOPs showed lower propor
tional growth but still grew by several million members in the last decade 
and now have almost as many participants as unions have members (Blasi 
and Kruse 1991) .  

Tying compensation to the performance of a plant or corporation can 
provide important incentives. Nevertheless, the resulting wage distribution 
will not necessarily be that which clears the labor market. Intuitively, labor
owned companies maximize pay for performance but also respond slowly 
to excess demand for output or to unemployment. As companies move to 
pay for group performance, they move in the direction of becoming labor
owned. 1 With one instrument trying to accomplish two goals, it is little 
wonder that neither is met perfectly.2 Thus the growing role of pay based 
on profits, productivity, or stock prices will continue to link compensation 
with ability to pay and continue to cause deviations from the competitive 
supply and demand model. 

Pattern Bargaining 

An important source of relative wage rigidity in the U.S. has been pattern 
bargaining, where a union bases its pay demands on the wage settlements of 



182 IRRA 46TH ANNUAL PROCEEDINGS 

other unions within its industry or in a related industry (e.g., steelworkers 
focusing on autoworkers' wage settlements). In an early study Eckstein and 
Wilson (1960) achieved a median R2 of .97 when using measures of ability to 
pay for all heavy industries to predict wage settlements in each individual 
industry. (Since the regressions had only five data points, the high R's were 
not that impressive; nevertheless, in nine of ten industries the all-industry 
variables predicted better than the own-industry variables.) 

More recently, pattern bargaining has declined markedly, and most bar
gaining takes place at the company or plant level. For example, in a bitter 
strike the autoworkers were unable to maintain the pattern between Inter
national Harvester and the auto companies. Importantly, the move to com
pany- or plant-level bargaining does not imply a better approximation to 
market-clearing wages. Pattern bargaining implies that workers receive 
equal pay for equal work, regardless of the financial health of their 
employer. This condition is precisely the implication of the competitive 
model. (Equal pay for equal work is necessary but not sufficient for equi
librium; the wage level matters as well.) 

As Sweden has found out so painfully, decentralized bargaining that per
mits bargained wages to adjust to local ability to pay can greatly impede the 
adjustment to market-clearing levels. In Sweden the principle of equal pay 
for equal work made it difficult for unions in an industry with high produc
tivity to win high wages. The relatively low wages in these sectors increased 
the employment in these highly productive industries (and, correspondingly, 
encouraged job loss in low-productivity sectors) .  The result was a diminution 
of sector-specific, rent-seeking, and relatively low levels of inflation. 
National-level bargaining broke down about three years ago. Since then, 
unemployment rates have skyrocketed from below 4% to more than 10%. 

Efficiency Wages 

While my tests of several implications of human capital theories (cited 
above) fail in both the U.S .  and Japan, efficiency wage theories appear to 
be relevant in both countries. For example, I examined the effects of pay
ing above-market wages within a Japanese and a U.S .  local labor market 
(Levine 1993a). In both countries, workers at high-wage plants also have 
low probability of quitting and report high commitment. The measure of 
market wages controls for skills, training, demographic characteristics, and 
job characteristics. In all, the estimated effects from paying high wages arc 
positive for 15 of 16 outcome measures in the U.S .  and for I I  of l 2  mea
sures in Japan. Twelve of the 16 coefficients in the U.S. (b11t only 4 of 1 2  in 
Japan) are statistically significantly different from zero at thP 5% level. ThP 
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pattern of the results is inconsistent with the hypothesis that the high 
wages merely measure human capital or compensating differences, while it 
is consistent with theories of fairness, ability to pay, and efficiency wages. 

In a complementary paper, I found that companies with above-average 
wage increases enjoyed above-average productivity increases; furthermore, 
the effect appeared large enough to pay for itself (a key implication of the 
efficiency wage hypothesis [Levine 1992] ) .  These results, coupled with a 
host of other studies supporting the presence of non-market-clearing 
wages in nonunion labor markets, support the importance of efficiency 
wage and ability-to-pay factors in determining wages. 

Conclusion 

Institutional differences are crucial for understanding different labor 
market outcomes in different nations. Nevertheless, that investigation must 
begin with a common set of theories: fairness and bargaining power are 
relevant in the nonunion sections of the U.S. as well as in the highly union
ized sections of Europe or Japan. In addition, that investigation must begin 
with a clear understanding of the facts: contrary to the implications of mar
ket-clearing theories, wages do not move flexibly to clear the U.S. labor 
markets, and sectors with fewer or weaker institutions may be further from 
the market-clearing equilibrium. 

Endnotes 

1Aoki ( 1984) models a finn that is jointly owned by its employees and capital stock 
providers. Such an enterprise acts midway between a labor-managed firm that maxi
mizes profits per worker (at the occasional cost of failing to expand employment) and a 
traditional capitalist enterprise that maximizes profits. 

Weitzman ( 1985) has argued that some forms of profit sharing will stabilize employ
ment, since new hiring reduces profits per worker; thus current workers pay an implicit 
wage subsidy for marginal workers. Unfortunately, the forms of compensation that are 
rising in importance are unlikely to produce this effect. ESOPs are based on stock 
prices, not on current revenue or earnings. Gainsharing plans tend to focus on physical 
productivity and costs and factor out the shifts in demand that are most important for 
the Weitzman effects to operate. With cost-constant returns to scale over the relevant 
range (as Weitzman assumes) and gainsharing tied to average variable cost, gainsharing 
plans will exhibit none of the employment-enhancing effects Weitzman describes. 

In addition, the new forms of compensation are often linked to new forms of 
employee involvement; employee involvement moves the enterprise in the direction of 
the labor-managed enterprise that Aoki models and away from the high-demand firm 
modelled by Weitzman. 

2With complicated contracts and workers paying up-front bonds to buy jobs, the 
wage can both motivate and clear the labor market. Dickens et al. ( 1989), explain the 
difficulties with up-front bonds. 
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VII.  DISSERTATION SESSIONS 

Reth i n king Abi l ity-to-Pay 
Bargain i ng Models: 

The P helps Dodge Case 

RUTH A. BANDZAK 
University of Redlands 

On July 1 ,  1983, 2400 workers went on strike against the Phelps Dodge 
Corporation, then the second largest domestic producer of copper. The 
strike affected four remote company towns in Arizona: Morenci, Douglas, 
Ajo, and Bisbee, plus El Paso, Texas. Phelps Dodge had rejected the indus
try pattern stipulating a three-year wage freeze and retention of the cost
of-living adjustment clause. The strikers, mostly Mexican-American, 
belonged to 13 unions in a coordinated bargaining structure led by the 
United Steelworkers. One month into the strike the company hired perma
nent replacements. Violence erupted and the National Guard was twice 
called upon to protect strikebreakers. The strike lasted more than two 
years and ended in union decertification. The strikers lost everything: their 
jobs, their union, their homes, and their community, where three genera
tions of miners had toiled for Phelps Dodge Copper. 

Two possible explanations have been offered for the declining rate of 
unionization in the U.S. economy. Structural changes and import penetra
tion are one common explanation; increased management opposition 
caused by the union/nonunion wage differential is another. However, nei
ther explains the 1983 Phelps Dodge strike. To explain that strike and oth
ers like it requires strategic choice theory. Further, ability-to-pay and abil
i ty-to-make-pay models of relative bargaining power must be amended to 
reflect the expanded range of options and strategies that employers today 
are choosing to exercise. 

A uthor's Address: Department of Economics, University of Redlands, Hedlands. CA 
92373. 
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The structural change hypothesis contends that recent shifts in demo
graphic, geographic, and demand variables have been unfavorable to the 
expansion of unionism. The shift from blue-collar manufactured goods to 
white-collar services, the large proportion of the increase in employment 
accounted for by women, youths, and part-time workers, and the relocation 
of industries from the Northeast and Midwest to the South and Southwest 
have eroded traditional union strongholds. Also, the union pay differential 
may have reduced union employment by encouraging capital substitution, 
subcontracting, and relocation. 

Linneman and Wachter ( 1986) claim that more than half of the esti
mated 6.8% decline in the share of employment held by union members 
between 1973-1984 was due to the increase in the union wage premium. 
Their explanation is the familiar downward sloping demand curve for labor, 
with its inverse relation between wage rates and (union) employment. 
Edwards and Swaim ( 1986) find that the union wage differential in the pri
vate sector remains substantial and does not seem to have narrowed in the 
1980s. They propose that the union/nonunion wage gap may have widened 
because union control is slipping most rapidly in jurisdictions where wages 
are lowest. Intense competition has resulted in a disproportionate elimina
tion of the weakest union contracts, subsequently resulting in heavy union 
job loss in marginal and peripheral enterprises. In the face of import pene
tration and deregulation, the survivors of the shakeout in the union sector 
are a pool of older, high seniority workers employed in a shrinking core of 
large establishments. Using regression analysis, Farber (1985) estimates 
that at most 40% of the decline in unionization during 1956-78 is explained 
by shifts from manufacturing jobs in favor of white-collar jobs, southern 
production locations, and the increase in female workers. As Farber notes, 
this analysis leaves a large portion of the decline unexplained. 

The managerial opposition hypothesis contends that a hardening of 
management's attitudes toward unions is a major cause of the decline in 
unionization. Freeman (1985) asserts that the declining rate of success in 
National Labor Relations Board representation elections is a critical factor. 
He estimates that 40% of the decline in union success rates is due to 
increased management opposition in the form of positive labor relations, as 
well as legal and illegal antiunion campaigns. Twenty percent of the decline 
is attributed to decreased union-organizing expenditures per nonunion 
worker, and 40% is due to structural changes in the economy plus 
unknown factors. Freeman ( 1986) asserts that the union/nonunion wage 
differential is the cause of management's opposition to unions. He finds 
that (l )  the union wage differential is positively and significantly related to 
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employer unfair labor practices (ULPs), (2) employer ULPs have a nega
tive effect on unionization rates, and (3) the union wage differential has a 
negative effect on unionization rates. Freeman concludes that as much as 
one-fourth of the decline in the proportion of labor organized through 
NLRB elections may be attributed to the increase in the union wage pre
mium during the 1970s. 

The loss of 2,400 union jobs at Phelps Dodge cannot be explained by 
structural causes. The company had experienced no significant demo
graphic changes in its company town labor force or geographic shifts in 
production. The industry is not in a secular decline. Phelps Dodge has 
become the largest copper producer in North America, earning record 
returns on equity: 37% in 1988, 20% in 1989, and 27% in 1990. Nor will 
the union wage differential, whether through structural changes or by 
managerial opposition, explain the strike, because virtually all of the U.S. 
copper producers were unionized in 1983. Phelps Dodge was (and is) the 
low-cost producer in the domestic industry and is in the lower half of the 
world's cost spectrum (Phelps Dodge 1982; U.S .  Dept. of the Interior 
1982). Furthermore, at the first bargaining round following the strike 
( 1 986) ,  unions representing the rest of the domestic copper industry 
agreed to $3-4 per hour wage concessions, making Phelps Dodge the high
wage employer in the industry and creating an inverse union/nonunion pay 
differential. Phelps Dodge stated it had no intention of forcing similar cuts 
on its nonunion workers. "Wages will not be cut in the future to match 
those at union plants. If you don't treat people well, they're going to go 
union and we don't want that" (Ladd 1987). When Phelps Dodge's remain
ing union contract expired at Tyrone, New Mexico, in 1987, Phelps Dodge 
did not press for the wage concessions negotiated by the industry's unions 
in 1986, preferring instead to grant a wage freeze in return for a four-year 
contract (Ladd 1987). This situation illustrates that what is occurring on 
the industrial relations terrain is much more complex than a wage-employ
ment trade-off or management opposition to a rising union wage premium. 

Kochan, Katz, and McKersie ( 1986) posit a different explanation of the 
decline in unionization and the source of management's opposi tion to 
unions, which is more consistent with the Phelps Dodge case. They claim 
that while structural changes account for some portion of the post- 1 960 
decline in unionization, "a full understanding of that decline requires a 
reconceptualization of managerial strategies, structures, and policies" (p. 
8) .  Using econometric analysis, Kochan ct al. find that wage changes col
lectively bargained in the early 1980s systematically deviated from trends 
established in the post-\No rid War II period, indicating that we arc in a 
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critical transformational period in industrial relations. Kochan et al. assert 
that "the conclusion that management had adapted and accepted unions as 
legitimate partners misinterpreted as a change in managerial preferences or 
ideology what was actually a pragmatic or strategic adaptation to the high 
costs of avoiding or dislodging established unions" (p. 14). In choosing how 
to respond to new business opportunities or competitive pressures, the 
deeply rooted preference of American managers for operating nonunion 
often dominates their choices, except in cases where preexisting high levels 
of unionization constrains this option. This is consistent with the broader set 
of American values that stresses individualism, the primacy of one's right to 
defend individual property rights, and the desire to maintain managerial 
control, autonomy, and worker discipline (Bendix 1956; Atleson 1983). 

Changes in the external environment (economic, social, political, legal) 
create a need for adjustment in business strategies. In making these adjust
ments, the employer faces a range of options. A key premise of the Kochan 
et al. analysis is that employers exercise considerable choice in responding 
to external cues; however, the options are filtered and constrained to be 
consistent with the values and philosophies of the key decision makers. In 
some companies, such as Phelps Dodge, these attitudes or norms have clif
fused from founders or senior executives ( Kochan et al. 1986; Cleland 
1952). History plays a large part in constraining the acceptable alternatives. 
Kochan et al. claim that one of the strongest factors influencing option 
choice is management values toward unions .  A historic and firmly 
entrenched opposition to unions is embedded in the belief system of U.S. 
managers. It is through this lens that decision makers weigh options in 
response to external cues. Employers' values have not changed regarding 
unions so much as the range of acceptable responses has expanded. Not 
since the 1920s has it been as socially and politically acceptable for U.S. 
management to publicly adopt a union-free preference. 

Kochan et al. point out the great diversity in the nature and conse
quences of concessionary bargaining among firms facing similar pressures. 
They claim that to understand the cause of this variation, we must examine 
the different business strategies adopted by different firms. My thesis 
shows that Phelps Dodge's domestic competitors faced similar, if not 
greater, economic pressures in 1983, yet their bargaining outcomes were 
quite different. Phelps Dodge has a documented history of antiunion poli
cies and activities (Byrkit 1982; Dubofsky 1969; Lingenfelter 1974; Jensen 
19.50) .  From the inception of the U.S. nonferrous metals industry in the 
1840s, labor relations have been characterized by violent and bitter con
frontations. Labor organizations were opposed in a multitude of ways: 
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strikebreakers, Pinkertons, injunctions, back-to-work movements, company 
unions, and paternalism were all used. Even after Phelps Dodge signed its 
first union contract in 1946, long strikes were necessary to secure agree
ment at nearly every subsequent contract expiration. Each contract expira
tion presented an opportunity to challenge the authority of the unions, 
which Phelps Dodge had never accepted as legitimate participants in the 
wage determination process. It is through this lens of history and values 
that Phelps Dodge considered its possible options in response to the severe 
cyclical downturn in 1983. 

Phelps Dodge accurately assessed the economic and political environ
ment, perceiving that the 1983 negotiations presented an excellent oppor
tunity to challenge the power of the unions. The unemployment rate in the 
county where Morenci (Phelps Dodge's main facility) is located was 66.9% 
in January 1983 (U.S .  Congress 1983) . Out of economic necessity, many of 
the workers crossed the picket lines. Also, the recessionary price of copper 
reduced the effectiveness of any disruption in production. Phelps Dodge 
chose the trough of the business cycle to attack its labor organizations and 
disrupt a long-term bargaining relationship. It exploited a short-term situa
tion to make a long-term change in labor relations. The company was aided 
and encouraged by the changing labor relations environment, including the 
policies of the Reagan administration, the interpretations of the judiciary, 
and a public opinion unsympathetic to unions. Given the firm's history of 
contentious labor relations, it was not unexpected that Phelps Dodge 
would choose a bargaining strategy in 1983 that would include forcing a 
strike, hiring permanent replacements, and decertifying the unions. The 
Phelps Dodge bargaining outcome in 1983 was different from the rest of 
the industry because its choices and business strategies were different. 
Although the other major copper producers were facing equal, if not 
greater, competitive pressures, Phelps Dodge chose to respond to the situ
ation in a unique way. Phelps Dodge would not ignore the excellent oppor
tunity presented by the recession to weaken or destroy an institution it 
always considered unnecessary and illegitimate. 

Using an ability-to-pay/ability-to-make-pay model based solely upon 
profits, productivity, and bargaining structures (Craypo 1986),  one might 
have predicted an eventual settlement between Phelps Dodge and its 
workers. Employers have the greatest ability to pay when they are efficient 
producers, are expanding output, and have pricing power in their product 
markets. The Phelps Dodge Corporation produced 20% of the copper 
mined in the United States in 1983, making it the second largest domestic 
producer. As noted above, the firm is the low-cost producer in the domestic 
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industry and is in the lower half of the world's cost spectrum. The corpora
tion is vertically integrated, and the domestic copper industry has histori
cally been highly concentrated. Figures from the U .S .  Department of 
Commerce indicate that in 1958 the four largest primary copper producers 
(SIC 3331)  accounted for 87% of sales. This figure declined to 71% in 
1966 but had returned to 87% by 1977. The trend since 1977 has been 
toward even greater concentration in the copper industry. The 1982 figure 
for the percent of sales accounted for by the four largest companies was 
withheld to avoid disclosing data for individual companies. The figures for 
copper smelting (SIC 33311 )  and refined primary copper (SIC 33312) 
reflect an equal or greater degree of concentration. Such concentration 
gives copper oligopolists pricing power, enabling them to maintain copper 
prices several cents per pound in excess of those on the metals exchanges. 
While this sum sounds like a modest margin of difference, a one-cent 
increase in the average yearly price for copper adds approximately $10 mil
lion to Phelps Dodge's annual profits (Webster 1987). In addition, the spa
tial limitations of copper mining provide a natural barrier to entry, reduc
ing the firm's competition. 

The ability to reduce production costs also increases an employer's abil
ity to pay. Productivity gains enable employers to offset negotiated 
increases in labor costs. If wages grow at the same rate as labor productiv
ity and other factors remain the same, unit labor costs do not increase. 
Recent productivity increases in the U.S. copper industry have been quite 
large. Data from the Bureau of Labor Statistics indicate that the average 
annual percent change in output per employee-hour for the period 
1947-1985 in primary copper (SIC 3331 )  was 2 .4%.  For the period 
1980-1985, the average annual percent change was 12.4% (U.S.  Dept. of 
Labor 1987, 1990; U.S .  Dept. of the Interior 1988). By comparison, the 
change in output per employee hour in the manufacturing sector of the 
economy averaged only 1 .3% annually during 1980-1985 (U.S .  Council of 
Economic Advisors 1991) .  These large increases in productivity in the cop
per industry were achieved by closing high-cost mines, adopting greater 
capacity equipment, and introducing solvent extraction-electrowinning, a 
new technological process in copper production. Phelps Dodge's produc
tion costs were cut from more than 80 cents a pound in 1981 to roughly 55 
cents in 1987. These statistics indicate that increases in labor costs for the 
U.S. copper industry were more than offset by the extraordinary increases 
in productivity over the 1980-85 period. 

While the employer's ability to pay is based upon markets and produc
tion processes, the unions' ability to raise wages depends mainly upon two 
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organizational facto1s: the extent of worker organization and the ability to 
stop production. This is achieved when appropriate bargaining structures 
are attained and competitive unionism is eliminated. Following many years 
of counterproductive disputes and membership raids, competitive union
ism ended in the U .S .  copper industry in 1967 with the merger of the 
International Union of Mine, M ill, and Smelter Workers and the United 
Steelworkers of America (USW). The USW used this opportunity to press 
for coordinated bargaining, which the unions considered necessary in order 
to match the increasingly concentrated and integrated copper industry. 
This issue was finally settled in the courts with the Phelps Dodge decision 
of 1972 (Third Circuit Court [67 LC �12,563] ), which allowed coordinated 
bargaining among the 1 3  unions representing the workers of Phelps 
Dodge. The decision was implemented by the National Nonferrous Coor
dinated Bargaining Conference, led by the USW. Although the copper 
unions never achieved industry or companywide bargaining, the develop
ments of 1967 and 1972 greatly enhanced their ability to make pay by cen
tralizing bargaining and eliminating the companies' ability to "divide and 
conquer" or whipsaw the unions. Managerial prerogatives and the firm's 
autonomy were eroded by pattern bargaining and the coordinated negoti
ating structure, thereby increasing Phelps Dodge's resentment of its labor 
unions. Although a multi-industry pattern was evident prior to 1967, after 
the union merger the copper industry was more directly and tightly linked 
to key bargains in the steel, aluminum, and container industries, with the 
result that settlements in the four metal industries became virtually identi
cal. 

The market power and large annual increases in labor productivity of 
the domestic copper industry meant that the U.S .  producers were in a 
position in 1983 to continue paying their then-current wage levels. The 
industry was in a cyclical downturn, not a secular structural decline. The 
spatially limited nature of mineral reserves and the huge capital costs 
involved present substantial barriers to entry. Phelps Dodge's high degree 
of vertical and horizontal integration, its large market share, pricing power, 
and advantageous cost position put it in a better ability-to-pay position than 
other domestic copper producers. Furthermore, increases in labor costs 
could have been offset by the large annual increases i n  output per 
employee hour. Although Phelps Dodge had the ability to pay, the com
pany also had the power to resist if it so chose. 

This case and others l ike it demonstrate the need to model the 
employer's bargaining power more explicitly. Management should no 
longer be viewed as responding passively by setting the employment level 
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in response to the union-determined wage rate. The recent recognition in 
the literature that unionization in the U.S. is dependent on management's 
behavior and strategies, as well as workers' preferences, means that future 
models of relative bargaining power will treat management's power sepa
rately and distinctly, instead of expressing it as a default to the union power 
position. It can no longer be assumed that if the employer has the ability to 
pay, the union is in a strong position and the employer will pay. 

The author suggests modifYing Craypo's model of relative bargaining 
power (1986) by adding a section detailing the employer's ability to resist 
( see Table 1 ) .  The author also proposes subsections D,E,F under the 
union's ability-to-make-pay column. While the result is not as clean and 
elegant, the added complexity reflects current bargaining developments. 
The employer's ability to resist paying includes such factors as company 
finances, inventory size, the ability to continue production, the ability to 
shift production to other facilities or locations, diversification (providing 
cross-subsidization), monopsony power, and the economic impact of the 
strike (lost profits and the ease of finding replacement workers). Addition
ally, the employer's will to resist paying depends upon the company's lead
ership, history, philosophy, and choice of strategies. The union's bargaining 
power depends not only upon extent of organization, coordination, and 
appropriate bargaining structures, but also on union characteristics such as 
cohesion, leadership, history, and choice of bargaining strategies (e.g., the 
use of limited strikes, slow downs, sick outs, and corporate campaigns) .  
The business cycle influences the union's ability to make pay through its 
effect on the losses a strike can impose on the company and also through 
the availability of alternate temporary jobs to offset the strikers' loss of 
income. The political, legal, and social environment affects both the union 
and employer's bargaining power. 

The Phelps Dodge strike is not a unique or isolated case. A 1982 sur
vey by Business Week indicated that 1 1% of the firms asking for conces
sions were taking advantage of the bargaining environment by pressing for 
concessions when their economic situation was not adverse (Capelli and 
McKersie 1985). Employers may view strikes today as an opportunity to rid 
themselves of union contracts and to hire a new, often less expensive, work 
force; the strike has paradoxically become one of management's strongest 
weapons. Just ten years ago the tactic of hiring permanent replacements 
was rare; most employers considered it unwieldy and bad for public image. 
In 1990, however, a Bureau of National Affairs survey of 204 firms found 
that more than 80% of the employers would consider hiring permanent 
replacements in a labor dispute (Baker 1990). Permanent replacements 
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TABLE 1 

Sources of Bargaining Strength 

I. Employer Ability to Pay III. Union Ability to Make Employer Pay 
A .  Ability to pass on higher labor costs 

1. Market power through indus-
trial concentration 

2. Spatial limitation 
3. Regulatory rate setting 
4. Government contracts and 

subsidies 
B. Ability to reduce production costs 

1. Productivity gains 

II. Employer Ability to Resist 
A. Company's finances 
B. Ability to stockpile 
C. Ability to continue production 

1. Technology 
2. Skill considerations 
3. KIL ratio 

D. Ability to shift production 
1. Capital mobility 
2. Horizontal integration 

E. Diversification 
F. Monopsony power 
G. Business cycle considerations 
H. Empioyer \\�II to resist paying· 

1 .  Leadership 
2. Company history 
3. Company philosophy 
4. Strategic choice 

I. Political, legal, social environment 

A. Organization of the relevant work 
force 
1 .  Product market and spatial 

considerations 
2. Skilled labor market consider

ations 
B. Absence of competitive unionism, 

multiunion coordination 
C. Appropriate bargaining structures 

1. Product market and spatial 
considerations 

2. Skilled labor market 
considerations 

D. Union characteristics 
1. Leadership 
2. Union history 
3. Solidarity 
4. Bargaining strategies 

E. Business cycle considerations 
1. Ability to impose losses 
2. Ability to oflset income loss 

F. Political, legal, social environment 

actually were hired in 30% of the strikes in 1989, a record number (Bern
stein 1990). This employer strategy is made easier when recession swells 
the ranks of the unemployed and underemployed. Gramm ( 1 991)  adds 
considerable evidence concerning the union-breaking motivation behind 
continuing production by choosing to hire permanent replacement work
ers. In her survey of strikes involving 1 ,000 or more workers during the 
period 1984- 1988, she finds that when permanent replacements were 
hired, the mean duration of the strike was 363 days, as opposed to 72 days 
when temporary replacements were used and 64 days when no replace
ments were hired. ( In  88% of the strikes studied, production continued by 
shifting the work to nonbargaining unit personnel.) In addition, the mean 
operating capacity of firms using permanent replacements was 77% of full 
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capacity, compared with 90% when temporary replacements were used, 
and 57% when no replacements were hired. 

National Labor Relations Board statistics indicate that decertification 
elections numbered 112  in 1950, 237 in 1960, 301 in 1970, and soared to 
902 in 1980. Unions won 33% of those elections in 1950, but only 23.5% in 
1982 ( Fulmer 1981 ;  Thompson 1984) .  Also during the period 1960-80, 
employer unfair labor practice (ULP) charges nationwide rose fourfold, the 
number of charges involving discharge for union activity rose threefold, 
and the number of workers awarded backpay or ordered reinstated rose 
fivefold, while the number of NLRB certification elections remained 
roughly constant over this period (Freeman and Medoff 1984). These data 
make a powerful point: management strategies in labor relations are chang
ing rapidly, and any model that strives to analyze bargaining outcomes must 
take these changes into account. 
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The assertion that human resource (HR)  management policies and 
practices can impact firm-level outcomes such as turnover, productivity, 
and corporate financial performance frequently appears in the academic 
and popular press. An emerging body of literature in the fields of I/0 psy
chology, human resources, industrial relations, and labor economics has 
argued that the use of progressive or "sophisticated" HR management 
practices can increase employee motivation, improve skills and abilities, 
reduce shirking, and enhance retention of quality employees (Jones and 
Wright 1992). In the popular press as well, a wide range of authors contend 
that the HR management practices selected by a firm have important 
implications for its performance (see Peters and \·Vaterman 1982: Porter 
1 985; and Lawler 1 986). 

However, most of the prior empirical research on this topic has been 
limited by a focus on the firm-level impact of individual 1-IR management 
practices (Belman 1992; Boudreau 1991 ;  Guzzo, Jette, and Katzell 1985; 
Ichniowski 1992; Kleiner 1990) rather than on the finn's overall system of 
such policies. Such an approach provides little insight into the issue of pri
mary theoretical interest in this line of research: the contribution of the 
fi rm's entire set of HR management practices to its performance. Concep
tual ly, fi rm perform ance should be greatest when these policies are 
selected to work as complements or synergistically . Complementarity, or 
synergy, can be said to exist to the degree that the returns from adopting a 
set of mutually reinforcing H R  management practiees are greater than 
would be expected given the particular individual policies involved (Mil
gram and Roberts 1 993). Thus an evaluation of the overall system of HR 
management practices adopted by a firm should provide additional insights 
that would be missed hy a focus on individual policies. 
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This dissertation seeks to advance prior work by matching firm-level 
data on overall human resource management "sophistication" with objec
tive measures of turnover, productivity, and corporate financial perfor
mance. I begin by operationalizing the concept of HR management prac
tice sophistication. Based on prior empirical work (Delaney, Lewin, and 
Ichniowski 1989), I then develop and validate a scale measuring this con
struct (HRSOPH). Second, I calculate the effects of HRSOPH on capital mar
ket and accounting measures of corporate financial performance, as well as 
measures of intermediate human resources outcomes (turnover and 
employee productivity). Third, while prior empirical work has primarily 
focused on large manufacturing firms, I extend my analyses to include a 
national sample of both union and nonunion publicly held firms across 
diverse industries. Fourth, I also evaluate the impact of labor unions, 
which have a direct effect on turnover, productivity, and profitability but 
also an indirect effect on these factors through their influence on the adop
tion of HR management practices. Fifth, following Becker and Huselid 
( 1992), I provide a "field test" of the dollar benefits associated with invest
ments in HR management practices suggested in the utility analysis litera
ture. Finally, because of the potential for endogeneity between firm perfor
mance and HRSOPH and the possibility that my sample is not a random 
subset of the population, I also correct for simultaneity and selectivity 
biases. 

Data 

The sample was drawn from the Compact Disclosure database, which 
contains capital market and accounting firm performance data on more 
than 12,000 domestic publicly held firms. Firms of foreign origin and hold
ing companies were excluded from the sample, as were organizations with 
fewer than 100 employees, leaving 3,452 firms representing all major 
domestic industries. Information on each firm's HR management practices 
was obtained with a survey addressed to the senior HR management pro
fessional in each firm. This individual first received a prenotification letter, 
then the survey, along with a small monetary inducement, and nonrespon
dents received a follow-up letter. Usable responses were received from 968 
firms for a response rate of 28%. 

My measure of HRSOPH was adapted from Delaney et a!. ( 1989). This 
scale reflects the use of HR management "best practices" in the areas of per
sonnel selection, performance appraisal, incentive systems, job design, pro
motion systems, grievance procedures, information sharing, attitude assess
ment, and labor-management participation. In contrast to Delaney et a! . ,  
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who scored each policy as "present" if it affected any of the firm's employ
ees, respondents to my survey indicated the proportion of exempt and 
nonexempt employees who were affected by each practice. The HRSOPH 

index was then calculated by multiplying the response to each question by 
the proportion of employees in the appropriate category (exempt or nonex
empt). These values were subsequently averaged across all questions. The 
HRSOPH scale had a range of 4.30 to 99.53, a mean of 55.96, and a standard 
deviation of 16.20. See Huselid ( 1993a; 1993b) for a discussion of the rela
tive strengths and weaknesses of this scale, along with evidence of its relia
bility and validity. 

The Effects of HRSOPH on Turnover and Productivity 

The goal of this dissertation was to determine the impact of the use of 
progressive or "sophisticated" systems of HR management practices on val
ued finn-level outcomes. HR management practices can be expected to 
affect firm performance indirectly, however, through the behavior of 
employees. And although an improvement in the quality or motivation of 
employees should ultimately be manifest in firm performance, a number of 
factors outside the control of the average employee (e.g., general economic 
conditions, competition in the product market, etc.), can mediate the links 
between individual employee performance and corporate profitability. 
Thus demonstrating that HR management practices can affect valued 
employee behaviors is an important first step in the process of establishing 
a link between HR policies and corporate financial performance, and I 
attempted to do so by exploring the links between HRSOPH and turnover 
and employee productivity. These intermediate human resources outcomes 
have long been of interest to both practitioners and scholars. 

Models for turnover and productivity were specified within the context 
of the relevant literature for each dependent variable and included controls 
for firm size and industry, firm- and industry-level union coverage, com
pensation, capital intensity, industry concentration, R&D intensity, and 
recent sales growth. OLS and 2SLS equations (recognizing the potential 
for simultaneity between HRSOPH and employee productivity) with and 
without corrections for selectivity bias (using the Heckman procedure) 
were estimated for each model. To evaluate the consistency of the results 
across specifications, increasingly comprehensive models were specified 
for each dependent variable. 

In each equation for turnover, the coefficient on HRSOPH was negative 
and statistically significant at conventional levels. As an estimate of the 
practical significance of these results, I found that each standard deviation 
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increase in HRSOPH lowered turnover by 1 .36% (7.45 relative %) .  However, 
these results do not necessarily imply that higher levels of HRSOPH will 
increase corporate financial performance. That is, turnover is primarily a 
function of wages, benefits, and working conditions, and firms with higher 
turnover often pay lower wages. A more convincing test of the impact of 
HR management practices on firm-level outcomes would link these prac
tices with employee productivity. 

Therefore, the next set of analyses evaluated the impact of HRSOPH on 
employee productivity (the log of net sales per employee) .  In each of these 
equations the coefficient on HRSOPH was positive and statistically signifi
cant. Again, as an estimate of practical significance, l calculated the impact 
of a standard deviation increase in HRSOPH on the numerator of productiv
ity (net sales ), while holding all other variables at their means. I found that 
each standard deviation increase in HRSOPH was associated with a $8,337 
per employee increase in sales. However, this is a single period estimate, 
while investments in HR management practices are likely to provide 
returns for longer than a single year. Assuming (arbitrarily) that an invest
ment in HR management practices in the current year provides a constant 
return over a five-year period, a one standard deviation increase in HRSOPH 
would provide a present-value increase in sales of $33,287 per employee 
(at an 8% discount rate). 

Despite the statistical and practical significance of the impact of 
HRSOPH on turnover and productivity, these data do not necessarily imply 
that investments in HR management practices lead to enhanced profitabil
ity. For example, a deficiency of both turnover and productivity as depen
dent variables is that they do not reflect any costs associated with the adop
tion of more sophisticated HR management practices. Thus any financial 
gains from lower turnover or greater employee productivity could well be 
eclipsed by the costs associated with increasing HRSOPH. Estimates of the 
net benefits associated \vith investments in sophisticated HR management 
practices require the use of capital market and accounting measures of cor
porate financial performance. Such analyses are presented below. 

The Effects of HRSOPH on Firm Financial Performance 

To represent each of the facets of corporate financial performance that 
have been identified in the literature (Hirschey and Wichern 1984), I used 
two capital market measures and two accounting measures of profitability. 
The first capital market measure, Tobin's q, is a forward-looking measure of 
profitability, while the second, total shareholder return over a five-year 
period (TSR) , provides an historical measure of economic performance. The 



DISSERTATION SESSIONS 201 

first accounting measure, gross rate of return on capital (GRATE) is superior 
to the traditional return on assets or return on equity measures because it 
is not as greatly affected by accounting depreciation. Finally, I also calcu
lated a traditional accounting measure of profitability (price-cost margin or 
PCM).  A primary advantage of each of these dependent variables is that 
they provide estimates of the impact of H RSOPH that are net of any relevant 
costs. 

Models were specified for each dependent variable that included con
trols for firm size, industry, firm- and industry-level union coverage, indus
try concentration, prior sales growth, R&D intensity, and beta. As above, 
four different estimation procedures (OLS and 2SLS, with and without 
corrections for selectivity bias) were employed for each dependent variable 
to help evaluate the consistency of the results. 

Practical implications of Sophisticated HR Policies 

Consistent with the findings for turnover and productivity, I found the 
use of sophisticated HR management practices to have a statistically signif
icant positive impact on corporate financial performance in each model. 
And as above, I calculated the impact of a one standard deviation increase 
in HRSOPH on each of the profitability measures as an estimate of the prac
tical significance associated with the use of such policies. 

When these estimates were made in terms of the market value of the 
firm, the per employee effects of increasing HRSOPH one standard deviation 
averaged $36,452 (relative to Tobin's q). When the estimates were made 
relative to TSR, the per-employee effects averaged $30,047. The overall 
effect across all estimation procedures and specifications was to increase 
firm market value an average of $33,250 per employee for each standard 
deviation increase in HRSOPH. Such increases in market value are unlikely 
to occur contemporaneously with investments in I-IR management prac
tices, however. A more probable outcome is that this type of investment 
creates an asset that yields an annual return. Relative to the market value 
measures, if one assumes (again, arbitrarily) that these returns can be 
expected to accrue over the next five years, then a one standard deviation 
increase in HRSOPH would yield $8,328 per employee per year (using an 8% 
discount rate). 

The next set of analyses provide estimates of the financial effects of in
creasing I I RSOPH on the accounting proflts. Relative to CRATE, each standard 
deviation increase in I I HSOPI I  raised profits an average of $7,726 per em
ployee. Alternatively, each standard deviation increase in HHSOPII produced 
an average increase in profits (relative to PCM) of $8,009. The average of all 
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the annual profitability measures across all specifications and estimation 
procedures was $7,868, which is very similar to the five-year annuity values 
calculated above for the market value measures. 

In summary, four distinct measures of corporate financial performance 
yielded very similar results. A one standard deviation increase in HRSOPH 
produced an increase in the market value of the firm of $33,250 per 
employee. Alternatively, the average expected annual increase in profits 
was $7,868 per employee. The magnitude of these returns was consider
able, especially considering that these values are net of any additional costs 
that increasing HRSOPH may require. 

Summary and Conclusions 

This dissertation evaluated the impact of HR management practice 
"sophistication" on employee turnover, productivity, and corporate finan
cial performance in 968 publicly held firms. The findings provided broad 
support for the hypothesis that investments in effective HR management 
practices lead to positive firm-level outcomes. The pattern of relationships 
was consistent across various dependent variables, estimation procedures 
and specifications, and in each case higher levels of HRSOPH had a statisti
cally and practically significant effect on the outcome measures. Although 
the use of cross-sectional data limit attributions of causality, the consistency 
of the results across multiple dependent variables, the extensive use of con
trol variables, and corrections for selectivity and simultaneity biases sub
stantially enhance our confidence in the results. 

These results have a number of implications for the theory and practice 
of human resource management. First, it is important to recognize that 
firms do not adopt individual HR management practices in isolation, but 
rather system� of such policies. Therefore, research examining the impact 
of individual HR management practices on firm-level outcomes is likely to 
be misleading. Second, much more research is needed on the antecedents 
and consequences associated with the use of sophisticated HR manage
ment practices. Specifically, how firms select HR management practices, 
the potential for complementarities or synergies among HR management 
practices, and the relationships between the use of sophisticated HR man
agement practices and firm-level outcomes are all important areas for 
future research. Finally, future work should also examine the effects of HR 
management practice sophistication on  a wider group of  organizational 
stakeholders than simply the shareholders. For example, the calculations 
presented here only include the shareholder's portion of the gains from 
increasing HR sophistication. Presumably, labor should capture a portion 
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of the value created by investments in HR management practices in the 
form of higher wages and benefits (Becker and Olson 1987). And because 
the use of more effective HR management practices can lower turnover 
and (presumably) enhance employment security, we may want to encour
age firms to make such investment from a public policy perspective. 

In conclusion, a substantial body of theoretical literature has argued that 
investments in progressive or sophisticated HR management practices can 
substantially enhance firm performance. This dissertation found broad sup
port for this contention. Such a conclusion raises the obvious question, how
ever: If the returns from the use of sophisticated HR management practices 
are so large, why aren't all firms using them? And in fact, the substantial 
variability in firms' adoption of these procedures is a puzzle for future work 
to explain. However, the recent interest in human resource management 
practices as a source of competitive advantage may be central to under
standing why such large gains are possible. It may well be that the recency 
of this attention has created a market in disequilibrium, which would 
account for the presence of above-normal returns. Future research should 
also begin to explore whether the payoffs for the use of sophisticated HR 
management practices diminish as more firms begin to adopt them. 
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Tin ker, Taylor, Sold ier-Why? 
Renegotiating the E m ployment 
Relation When Organizations 
I ntroduce Computer N etworks 

ELIZABETH BISHOP 
University of California-Berkeley 

Managers, the business press, and scholars argue that workers need to 
work harder, longer, more intelligently, and with higher commitment to 
compete successfully in the changing global economy (Cohen and Zysman 
1987). Work effort is being redefined away from compliant rule following 
and toward open-ended, proactive behaviors-engaged effort. Diverse fac
tors contribute to the growing demand for engaged effort, including global 
competition and rising quality standards. However, technological change 
shapes the demand for engaged effort in specific ways. 

New technologies are a primary agent in the rise of engaged effort. Al
though automation can result in the routinization of work (counting key
strokes), several studies have shown alternative implementations that reinte
grate previously fragmented skills into new occupations (Zuboff 1988). These 
new occupations (e.g., operating equipment diagnostics, marketing, customer 
service representatives)  share an important characteristic: key job re
quirements such as attentiveness, quality, and service are difficult or costly to 
monitor or coerce. Productivity in these jobs now depends on engaged effort. 

In this thesis I develop a mid-range theory of the labor process for 
white-collar, nonmanagerial workers which acknowledges coexisting dimen
sions of conflict and cooperation. Revising existing labor process theory is 
essential to address issues of both technological change and the dominance 
of white-collar occupations and service industries. I use case studies of two 
organizations as the vehicle to develop new theory. I examine how in
troducing a new technology fostered different levels of engaged effort in 
two contrasting organizations. The technology studied is local area networks, 
or LANs. (A LAN is a group of personal computers connected by cable that 
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permits users to share information [e.g., files] and devices [e.g., printers] 
and to communicate with electronic mail.) Two organizations were selected 
for their contrasting management practices: a hierarchical law firm (the 
firm) and a city government (the city) committed to delegating authority. 
Tensions emerged when nonmanagerial workers' opportunities for engaged 
effort were constrained by managers' beliefs about hierarchy and the divi
sion of labor embedded in existing employment relations. I find evidence of 
low levels of engaged effort at the firm, while many city workers appeared 
more willing to learn and innovate. 

The Rising Demand for Engaged Effort 

Contemporary studies of automated information systems point to a 
common set of changes in how work gets done. These changes include the 

TABLE 1 

Elements of Engaged Effort 

Selected Continuous Paying Taking Problem 
Sources Leaming Attention Responsibility Solving Innovating 

Organizatlorwll 
Technology Studies: 
Adler Skill Watcltftllness Heliabilitv, Problem solving, hmov-dtion 
1 988, 1991 improvPmcnt rcsponsibiiity abstract 

IJnderstanding 

Weick Continnm1s Reliability crucial Ahstract 
1 987, 1 990 shifting of ltnderstamling 

if'aming curve 

ZuboiT Learning AttcJJtivencss, Prohle1n solving; "InfOnnating" 

1 988 ··attcntional inferr·nc(�. 
rPqltirPmcnts" prnccdnral 

reasoning 

lrifomwtion Systems: 
Arlophon stmlics Learning Prohl(!tn solving lnt10vation 

(Johnson and (Mankin <:t al. expcrimentathm, 
Hie<' HJH7) 1984) extensibility, 

usability (joh�son 
and Rice I 987; 

Bikmn and 
(,;veland 199 1 )  

Othl'r: 
Commission on Thiuking skills ''Monitor systPm l�esponsillilit:v Prohh·m solving, ''lmprnw 
Aehieviug pc•rfOTIIlaiiCf' ., ''trmtbi(•SI IOoting·· sv�t('IIJS, 
Nc·ccssary Skills (in h?ams) creaih:<> thinking 
( IlLS 199 1 )  

Earlier references: l'eJTow ( Hl84) on need for reliability o f  and attention to exceptions i n  processes with 
hi!lh cost eJTors; Baran ( 1987) on skill upgradin!l and expanded responsibility of iusnrdnce claims proces· 
sors; Shimada and MacOuffie { 19Hfi) on fragile manufactming systems sensitive to workers' skill, motiva
tion , and adaptahility; Woodward ( HJfi.5); and lllauner ( 1964). 
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need for workers to learn continuously, to be attentive to and responsible 
for vulnerable systems, to diagnose and solve problems, and to innovate. 
These new elements of work effort emerge from two features unique to 
information technology. First, rapid rates of technological change make 
learning, solving problems, and innovating salient. Second, complex inter
dependent systems require responsibility and attentive monitoring. Such 
behaviors make concrete the meaning of engaged effort. The specific ele
ments of engaged effort are outlined below and in Table l .  

Learning. Many workers are being asked to repeatedly learn new skills 
as new hardware and software are released (Zuboff 1988). Some research 
reports skill increases (George et al. 1989). Weick ( 1990) describes the 
process as a continuous shifting of the learning curve; effort is being rede
fined to include continuous learning. 

Responsibility. New technologies often connect and integrate work 
processes, both reflecting and creating interdependence among workers. 
In banking (Alder 1988) and insurance (Baran 1988), eliminating multiple 
checks on data entry increased the risk of bad data contaminating all subse
quent related transactions. Such highly interdependent systems magnify 
the need for responsible workers (Perrow 1986; Weick 1987). 

Attentiveness. In continuous processing of goods or information, effort 
must go beyond passively observing data. Workers must pay attention and 
note deviations from normal patterns (Weick 1990; Woodward 1965). Adler 
(1988) describes a need for greater watchfulness; Zuboff (1988) describes 
the high "attentional" requirements of highly automated systems. Atten
tiveness includes problem anticipation and preemptive countermeasures to 
prevent problems from developing. 

Problem solving. Successful implementations of information technology 
often require end users to solve problems. Successful problem solving 
depends on a user's ability to develop an abstract understanding of a system 
(Weick 1990; Alder 1988; Zuboff 1988). Some systemwide knowledge is 
necessary for users to understand both upstream causes and downstream 
consequences of their problem-solving actions. In many cases, problem 
solving arises because the new technology must be modified to meet the 
requirements of a specific site (Mankin et a!. 1984; von Hippel 1988). 

Innovation. The final element of engaged effort is continuous innovation 
or improvement of work processes. Again, rapid rates of technological 
change means that implementation is ongoing (Bikson and Eveland 1991; 
Leonard-Barton 1987). End users (information clerks, secretaries, data-entry 
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operators ) need time (slack) and autonomy to come up with innovative 
applications (Sproull and Kiesler 1991; Mankin et a!. 1984). Moreover, new 
uses for technology are found only where workers have the opportunity to 
"fiddle" or experiment with it (Carroll and Perin 1988). 

Overall, these studies point to very specific behaviors critical for chang
ing work process that now depend heavily on information technology. 
Engaged effort is consistent with, but more specific than, general calls for 
h igh-commitment workers. Two factors are critical: First, the need for 
engaged effort extends beyond mid-management. Engaged efforts such as 
problem solving and innovation are required by end users, often low-level 
workers such as clerical workers, claims processors, and bank tellers. Sec
ond, the behaviors associated with engaged effort are not easily monitored 
or coerced. Technical and bureaucratic controls once seen as adequate for 
these workers are decreasingly appropriate. 

Some Relevant Literature 

What is the problem? There is a disjuncture between work processes 
that require engaged effort and employment relations that constrain such 
effort. The workers who need to learn, solve problems, and innovate are 
more and more often nonmanagerial workers . Increased autonomy, partici
pation in decision making, and other kinds of socialization can encourage 
workers to do engaged effort. However, these work practices often conflict 
with managerial norms about the need for hierarchy and the abilities of 
low-level workers . These unresolved tensions appear in banking (Salzman 
1990), insurance (Zuboff 1988) ,  clerical work (Kanter 1983), and legal 
offices (Suchman 1992). There are several theoretical approaches to ana
lyzing the labor process. 

In neoclassical economics the employment relation is an instrumental 
and voluntary contract in which power is not invisible, but rather nonexis
tent (Aichian and Dcmsetz 1972) .  A radical critique take counters-taking 
as its core assumption conflict (or contested exchange) between workers 
and managers under capitalism (Bowles and Gintis 1 986; Reich and Devine 
1981 ). Other radical scholarship has produced a more subtle understanding 
of the nature of control. Edwards ( 1979) argues that the employment rela
tion is characterized by "bureaucratic control," where control is embedded 
in rules and procedures .  Burawoy ( 1 979) looks at "despotic regi mes" 
(where coercion prevails over consent) to "hegemonic regimes" (where 
consent prevails over coercion) . Theses scholars point out that by focusing 
exclusively on the instrumental and coercive clements o f  employment, 
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some radical economics shares with its neoclassical counterpart a view of 
the employment relation as a site of coerced effort extraction. 

The current work builds on two themes inadequately addressed in the 
existing literature. First, in postindustrial management, the economic 
emphasis on "effort extraction" is better described by what Hirschhorn 
calls "attention extraction" (quoted in Block 1990: 1 12) .  His use of the 
phrase is de libe rately paradoxical ;  attent ion  cannot be coe rced .  
Researchers studying organizations recognize that passive compliance i s  an 
insufficient foundation for the employment relation; employment relies 
simultaneously on cooperation (Barnard 1968; Galbraith 1977; Katz and 
Kahn 1966; Simon 1991) .  Second, radical economic and sociological analy
ses are limited by an insufficiently detailed look at white-collar occupations 
in service industries. 

This research begins with this question: How do firms experience and 
address the tensions that result when nonmanagerial workers attempt 
engaged effort and their attempts confront traditional hierarchical employ
ment relations? Specifically, I hypothesized that organizational hierarchies 
would inhibit engaged effort by nonmanagerial employees. 

Methodology 

This paper studies the introduction of LANs into two sites, a law firm 
(the finn) and a municipal government (the city). The firm was selected 
because it has the sharp demarcation between "professional" and "support" 
staff typical of law firms. Thus I expected formal actions to solicit engaged 
effort from nonprofessional workers would be low. The finn has about 100 
attorneys, 50 secretaries, and 150 other staff. Interviewing began in March 
1991; about 20 interviews were conducted, 30 minutes to two hours in 
length. The city was chosen because of its reputed strong commitment to 
decentralizing its LAN and encouraging access by both citizens and staff. 
The city manager has expressed interest in receiving electronic mail from 
the city janitors. The city has about 1500 employees distributed across 19 
divisions. Beginning in February 1992, I conducted about 12 interviews; I 
selected workers from departments most similar in their computer usage to 
the law firm (e.g., the city's legal department and city manager's office) .  
Both LANs carne on line in May 1991. Other data sources included train
ing records, budgets, job descriptions, etc. 

Different Levels of Engaged Effort at the City and the Firm 

I devclopecl both qualitative and quantitative measures of engaged 
effort. First, I usc�d multiple qualitative indicators of different levels of 
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engaged effort at the two sites (see Table 2). Two discussed here are "learn
ing initiative" and "specific innovation" (word processing macros). The firm 
was unable to sustain ongoing learning by its nonmanagerial employees; 
they were unwilling to take the initiative to explore new uses for the new 
functions provided by the LAN. The firm sponsored a monthly training 
session. It made its boardroom available, including an overhead projector 
for a computer screen, provided hot lunch for all who attended, and 
treated the time as paid work time. The event was initially called the Com
puter Users' Group. The intent was for users to express their needs regard
ing learning a new topic, and with only minor support from the Systems 
Administration Department, conduct a one-hour training session during 
lunch. Later the event was relabeled the Monthly Training Seminar. The 
change from users' group to seminar reflected the reality that users were 
no longer providing topic ideas or organizing initiative; the systems admin
istration staff was being forced to suggest topics and lead the meeting. Said 
one staff member, "It was supposed to be organized by a user . . .  but it 
wasn't happening like that." Eventually the event was canceled altogether. 

Rather than users with too few ideas, the city network manager 
describes trying to keep up with her users: "They come to us and say, 'Can 
we?' " She provides a long list of users interested in learning new features 
and applications: a public terminal in the lobby of City Hall, mapping soft
ware to graphically display toxic site clean-up projects for the Public Works 
Department, using the LAN to make current versions of contract forms 
available, and others. 

The second qualitative indicator is the intensity of macro use. (Macro 
commands are linked chains of simple commands that function like a pro
gram to execute an action. ) The firm used a word-processing macro to pro
duce a pleading page or the cover page for a court document. The firm had 
limited success in an important step in automating document production 
using WordPerfect's macro language. This is important in a legal setting, 
where much text production is similar to previous documents. In October 
1992, the human resources manager reported the firm contracted out for 
most of its macro development, with some secretaries doing "smaller" 
macros . However, very little internal development of new macros was 
occurring. 

In contract, macro use in the city was quite widespread. There had 
been interest in offering a class on advanced macro programming, and in 
March 1992, there were 10 users signed up, so the class was given. By 
October 1992, training records show about 50 users had taken a macro 
class. 
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TABLE 2 

Different Levels of Engaged Effort 

The Firm The City 

Learning Initiative 
Computer Users' Group changed from 
being user-let to being organized by sys
tems administration staff due to lack of 
ideas from users (trainer, software support 
specialist). 

Trainer offered small incentive (a high
lighter) for attendees who completed a 
follow-up exercise. Only 2 of 50 did so. 
Finally, seminar disbanded. 

"As of recently, people just kind of want 
the easier, softer way . . . .  We found this a 
lot; we'd go to a secretary's desk, and they 
get up so you can fix their document" 
(trainer, Jan. 92). 

"I think the more we [information systems 
staff] do, the more they [users) think of to 
do. As fast as we put in the network, they 
wanted to put in [a public terminal] in the 
lobby; that was not my idea, that was City 
Clerk's idea . . . .  The work orders system 
from public works-they have it on indi
vidual computers down there, and they 
said 'can we put it on the network so man
agement up here can use it?' Sure. 

A lot of the things we've done I can take 
no credit for. They come to us and say 'can 
we?' At the very bottom user, there has 
been, 'this is how I used to do it, how do I 
do it with this [the network)?' " 

Special Innovation (Macros) 
No software support staff had taken an 
advanced macro programming class 
(trainer, Jan. 92). 

Secretaries do little macros only; contract 
out for larger ones (manager of human 
resources, Oct. 92). 

Little internal macro creation taking 
place; software specialist maintains about 
12 macros written by outside consultant 
(trainer). 

First advanced macro programming class 
was given in March '92 for approximately 
10 students (network manager). 

Training records show about 50 users had 
taken macro class of Oct. 92. 

One secretary in city manager's ofl'ice 
wrote macros "up the wazoo" (network 
manager). 

Quantitative analysis of help desk records also showed higher engaged 
effort at the city and lower effort at the firm. I examined 387 calls over 
three months (April, November, December 1992) at the city; 164 calls in 
one month (December 1992) for the firm. I classified each call into one of 
three categories :  unusable (because not applicable or incomplete informa
tion), zero to low engaged effort, and significant positive engaged effort. 
Examples of zero or low engaged effort included: user needed help many 
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times on the same problem, user did not try to reboot, and user unwilling 
to attempt a well-documented feature. Examples of positive engaged effort 
included: user attempted some problem solving or diagnostics, user 
attempted to use new feature, and user attempted "advanced" feature (e.g. , 
importing graphics) .  At the city, 57% of the help desk calls showed positive 
engaged effort, but at the firm the share was only half that, 27%. Moreover, 
users at the city called for help at a lower rate than did firm users. There 
were .29 calls per active user at the city, but .60 calls per active user at the 
firm. 

The qualitative and quantitative evidence combined to paint a picture 
of low engaged effort at the more hierarchical firm and higher engaged 
effort at the city. What might account for this outcome? 

Engaged Effort Signals a Restructuring of the Division of Labor 

The new skills associated with the introduction of the LANs and the 
need for engaged effort disrupted the existing division of labor at both 
sites. Informants from many occupations reported changes: attorneys did 
more typing, and the word processing center became an all-service depart
ment. Secretaries reported role ambiguity about whether unjamming 
printers was their job or the information systems' job. (There are parallels 
in manufacturing with line workers taking on small equipment repairs 
rather than placing a formal call for maintenance.) As one firm attorney 
put it: 

I think of word processing as just drafting my arguments; I don't 
think of it as getting a pleading [a document] out the door . . . .  
But that's an area of tension, believe me, in a law firm between 
attorneys and staff and computer personnel, because nobody 
completely understands what another's tasks or roles are and 
what delegation of labor is appropriate in every case. 

In light of these changes, what emerged as critical was whether the existing 
division of labor resisted or accommodated workers' efforts toward learn
ing, acquiring skills, problem solving, etc. ; in short, did the employment 
relation support workers' attempts to become multifunctional and flexible 
(Coriat n.d.) and to do engaged effort? Key elements included training and 
changing job content both within and across job titles. 

Training. The firm provided no formal training for the initial pilot users 
of the LAN .  After the four-workstation training center opened, most train
ing went to orient new hires, not to incumbent employees. Even after the 
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firm's training center expanded, time for training remained very limited. 
Most informants named lack of time as the primary barrier to attending 
training sessions, informal learning, and problem solving. In contrast, in 
the city, the ten-workstation training center opened \vith great fanfare on 
the day the LAN came on line. Training was available to city workers as 
soon as they got connected to the LAN, and most workers were able to 
sign up for any job-related class they desired. The city's five-year plan 
explicitly recognized that staff needed time to learn and take training. The 
LAN manager made good on this commitment by letting one of the city 
janitors use her computer at n ight to practice the DOS skills he had 
learned during a day class. Delaying and relegating training to the lowest 
priority, below the heavy and continuous demands of daily work, signaled 
to the firm's support staff the relative unimportance of their new skill 
acquisition and partially accounts for their lower engaged effort. 

Engaged effort within job titles. Two workers at the city, one legal sec
retary and one assistant analyst, both did high levels of engaged effort. 
They performed tasks outside of their narrow job titles. In both cases this 
was possible because of "encouraging" supervisors. The legal secretary, 
jointly with her boss (the City Attorney), developed a document-tracking 
database which entailed her taking several classes to learn database pro
gramming. The project paid off as the database evolved into a sophisticated 
budgeting and planning tool and did not remain merely an automated cal
endar. A similar pattern was observed in a single high-powered, attorney
secretary team at the firm. This attorney was very comfortable delegating 
some "lawyering" tasks to her secretary, and she (the attorney) greatly val
ued his (the secretary's) computer expertise. She relied on his skills with 
the LAN calendar, scheduler, and telecommunications to advise her about 
upcoming appointments. However, this team is unique at the firm. The 
information systems director said: 

What I'm hearing very clearly from the secretaries is that's what 
they want to be able to do [work in high-powered teams] . . . . I 
think the biggest obstacle to putting together those kinds of 
teams is that the attorneys are not aware of what needs to be 
there to make that happen-both in terms of the technology and 
organizational changes. 

This pattern is consistent with the training in that managers do not encour
age engaged effort by low-level workers based on beliefs (perhaps implic
itly) that such workers lack needed skills and abilities. 
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Engaged effort across job titles. Despite the dominant pattern of low 
engaged effort at the firm, there are exceptions. They follow a pattern in 
that in almost every case, secretaries who eagerly learned the new tech
nologies sought to move out of their secretarial roles. One became a 
trainer; another became a software support specialist. Thus the expanding 
information systems department created a new, intermediate category of 
job titles between attorneys and support staff. (There are a few other occu
pations such as library staff and paralegals . )  On the one hand, the firm 
rewarded engaged effort by making these new opportunities available to 
secretaries through the internal posting of an internal labor market. On the 
other hand, the reward message is mixed because at least two such job 
transfers involved no change in pay. At the city, issues of computer skill 
content of jobs and "bridging" classes (job titles connecting clerical to man
agement track positions) were addressed when all job titles were revised in 
1987. I am currently investigating these data. 

In summary, the rigid hierarchies and narrowly defined jobs of a tradi
tional division of labor must "give" to accommodate engaged effort by low
level workers. Clearly, managers must believe potential gains exist before 
they are willing to commit resources to training, skill-upgrading, and 
higher pay. 

Two Alternative Explanations 

The first alternative is that different levels of engaged effort at the two 
sites are attributed to individual variation rather than structural factors. It 
is certainly true that individual initiative and comfort with computers 
explained some share of the variance. However, the trainer at the firm 
reported that the same secretary responded to training opportunities very 
differently. Within the (partial) protection of the training center, she 
wanted to learn new features and asked why software commands work as 
they do. However, back at her station, with "attorneys breathing down her 
neck," she just wanted to get the paper out the door. Another piece of evi
dence against an individual-based explanation is that pay for legal secre
taries is not significantly higher at the city. Thus, it does not seem likely 
that the city is simply buying more engaged effort in the form of human 
capital. 

A second alternative to my focus on the division of labor concerns th�: 
time pressures of legal work. Some argue that extreme deadline prcssmcs 
preclude both trainin� and the "'slack" necessary for problem solvini; anrl 
innovating. The more le i s u re ly  pace of civil service work more eas i ly 
accommodatc�s engaw:d dTort. A�ain, at one level, this is true .  Nr:arly a l l  
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respondents at the firm do identify lack of time as hindering training and 
other opportunities. However, the firm could have taken countermeasures, 
such as providing temporary "floaters," to cover secretaries' desks while they 
were at training. This was done on occasion, but not enough to make train
ing universally accessible to low-level workers. I also plan to compare the 
departments within the firm with the highest and lowest deadline pressure 
(perhaps litigation and real estate).  Finding low engaged effort even if time 
pressure is also low would partially counter this alternative explanation. 

Conclusion 

Blue-collar workers' resistance to job "upgrading" is incomprehensible 
without understanding the historical role of narrow job descriptions played 
in deterring arbitrary foremen. Some low-level workers' reluctance to 
apply new training is equally baffling without a complete understanding of 
the incentives and disincentives for engaged effort embedded in the divi
sion of labor. The number of affected workers is large. Some estimates pre
dict that the share of networked personal computers will rise 60% by 1996 
(Savitz and Wyatt 1993) .  With the number of PCs greater than 30 million 
and growing, LAN technology will affect millions of workers. To not allow 
this technology to enhance the enormous creative potential of human 
beings would be tragic. 
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DISCUSSION 

JILL KRIESKY 
University of Oregon 

Although my assignment here is to comment on Ruth Bandzak's disser
tation, I would !ike to remark briefly on all the entries in this year's compe
tition. The theses chosen for this session and many others submitted are 
ambitious projects seeking to critically evaluate and extend or revise indus
trial relations theories. In addition, many researchers, including some 
speaking today, also use case studies and other institutional research meth
ods. These two aspects of the studies represent a depmture from the nar
rower topics and emphasis on quantitative methods typical of dissertations 
in recent years. Their breadth and wide variety of research tools make a 
significant contribution to both the theories and methods of industrial rela
tions research. 

In discussing Bandzak's "The Strike as Management Strategy," I will 
first summarize the major contributions of her research, then note ques
tions and future research issues that it raises. Bandzak concludes that 
often-cited explanatory hypotheses for reduced representation and bar
gaining power of unions don't apply to all major collective bargaining rela
tions. In particular, in her case study of the 1983 Phelps Dodge/United 
Steelworkers of America (USWA) negotiations and strike, work force 
demographic changes, the threat of import penetration, and management 
resistance to unions due to the union/nonunion wage differentials do not 
explain management's determination to defeat the unions . Instead, 
Bandzak finds evidence supportive of Kochan, Katz, and McKersie's thesis 
of the transformational period of industrial relations: prior to 1983, Phelps 
Dodge management negotiated with unions because the costs of avoiding 
them were too high, not because they viewed labor as a legitimate partner. 
Once changes in the political, economic, social, and legal environment 
allowed them to choose a new direction, the history, values, and ideology of 
Phelps Dodge leaders moved them to try to destroy the unions. 

A traditional "ability-to-pay/ability-to-make-pay" framework of bargain-

Author's Address: Labor Education and Research Center, 1675 Agate Street, Eugene, 
OR 97403-1289. 
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ing outcomes fails to predict this outcome. As a low-cost producer with 
increasing productivity in an oligopolistic industry, Phelps Dodge had "the 
ability to pay." The unions had increased their "ability to make pay" by 
improving their bargaining coordination and establishing orbits of coercive 
comparison. One would predict an eventual settlement. That the parties 
failed to reach such an agreement strongly suggests that the framework 
needs expansion. Bandzak makes the very important observation that the 
resources which made Phelps Dodge able to pay, when paired with an 
antiunion environment and high unemployment, gave the company "the 
power to resist." Her description of how Phelps Dodge operationalizes this 
power is a familiar one in labor relations. The details are remarkably simi
lar to those in the 1987 International Paper/United Paperworkers Interna
tional Union strike, the 1983 Louisiana Pacific/Industrial Workers of Amer
ica and Western Council of Industrial Workers strike, and countless other 
destructive negotiations in the 1980s-a fact which further validates her 
"power to resist" framework. 

Bandzak's development of the "power to resist" concept raises two 
issues. First, why will some companies seize the opportunity to attempt 
unio�s' annihilation while others will not? Bandzak emphasizes the com
pany's history and "attitudes or norms [which] have diffused from founders 
or senior executives." As a labor educator, I recognize this as an analysis 
frequently offered by union members. They identify corporate leaders' 
philosophies as the source of antiunion labor relations policy. Eastern Air
lines had Frank Lorenzo, International Paper has John Georges, and so on. 
I am uncomfortable with this "great man" approach to explaining corporate 
behavior. ·while CEOs and presidents certainly have wide influence over 
corporate strategies, those leading publicly held businesses must ultimately 
answer to stockholders. Few investors will tolerate a vendetta against 
un ions which proves more costly than a contract settlement, recent 
research on the cost of highly visible strikes notwithstanding. If not already 
clone, I encourage Bandzak to examine corporate financial decision making 
closely, and I recommend the recent work of Adrienne Birecree in Indus
trial Relations. She argues that the concessionary labor demands made by 
John Georges stem largely from an attempt to respond to market forces 
and technological change and to recover from an ill-timed capital invest
ment plan. 

The second issue relates to her enlargement of the "ability-to-pay/abil
ity-to-make-pay" model only on the management side of  the equation . 
\Vhile conditions in the 1980s ushered in an era of management's "power 
to resist," they also produced expansion on the union side of the equation. 
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If her full thesis does not do so, Bandzak ought to examine the expansion 
of union options that create the "ability to adjust management behavior." 
Beyond the ability to organize and withhold labor, the new framework 
should take into account unions' ability to wage successful corporate cam
paigns and inside strategies and to trade participation in cooperative activi
ties with management to achieve union goals. 

A union's ability to alter management behavior, especially its strategic 
participation in cooperative programs, leads to the following research ques
tions. If management overwhelms the union's "ability to adjust manage
ment behavior" and destroys the union, what are the long-run conse
quences? Does productivity increase? Do wages increase? Will the workers 
ever agree to cooperate with management to increase competitiveness, or 
does turnover and low morale swamp any apparent gains achieved by 
union decertification? Her thorough understanding of the history of Phelps 
Dodge gives Bandzak a unique perspective from which to examine these 
long-run issues at Phelps Dodge and in the U.S. copper industry at large. 



DISCUSSION 

KAY STRATTON DEVINE 
University of Alberta 

I would like to start my discussion with comments about all three dis
sertations that were chosen for this session and then focus on Huselid's 
paper. 

First, I find it interesting that with no conscious intent or strategy on 
our part we chose three very different papers, which, I believe, represent a 
microcosm of IR  research today. Bandzak's study of strikes is a traditional 
labor relations topic, but she adds an interesting, modern-day twist to it by 
showing how strikes can be used by management as a strategy. I-luselicl's 
research on HRM practices takes us into the realm of strategic human 
resource management, which is becoming a topic of interest to many I R  
scholars. Finally, Bishop's piece examines the notion o f  work systems remi
niscent of \iValton's work on control vs. commitment or, in Bishop's terms, 
control vs. "engaged effort." As such, we have three very different and 
interesting papers, encompassing both traditional and emerging topics. 

Second, the research methods and use of theory of the three authors 
are quite different. For example, Bandzak and Bishop both employed qual
itative case study methods. Bandzak's research, l 10wever, used existing the
ory, or strategic choice theory, to explain an event, while Bishop states her 
research is theory bnilding. Their methodologies are definitely appropriate, 
as qualitative research is excellent for analyzing their  research questions in 
depth. In contrast, II uselid's data are obtained via  survey nwthods, and as a 
result, his sample comists of 968 firms. This gives ns a broader, more gen
eralized view of fi nn p ractices ,  which, again ,  is appropriate given h i s  
research quest ion. Comparing the  three, based on  the short papers we 
·were given,  Bandzak and Bishop's works seem to be more tl won· drin·n, 
while H uselid 's piece reflects a practical motivation.  

In  sum, I hope the three dissertations arc representative of the typ<' of 
research being done today. Tlwy address important, intewsting questions 
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by employing a variety of research methods. Additionally, the results of all 
three studies should be of interest to both academicians and practitioners. 

M ore specifically, I would l ike to comment on Huselid's study of  
human resource m anagement practices, turnover, productivity, and firm 
performance. I like this paper a lot, especially as it reinforces the notion 
that progressive H R  policies and practices can provide a firm with a com
petitive advantage. Also, I agree entirely with Huselid that little empirical 
research has been conducted to substantiate this often-claimed logic. 
Therefore, I believe he has addressed an extremely important issue. 

I like Huselid's belief that a systems approach is needed in studying the 
outcomes of HR practices. One question I have with this research, ho'vv
ever, is whether or not he truly does achieve the use of a systems approach 
in his analysis. 

First, his calculation for HR sophistication is uncertain, especially given 
the limited detail provided in the paper on his measures. From the infor
mation I have, I don't think he is able to capture the synergies that might 
result given different HR systems. Instead, he determines the degree to 
which certain "best practices" are conducted within an organization, rathE'r 
than examining the degree of congruence and integration of these prac
tices. Additionally, there is an assumption that "best practices" should be 
constant across organizations, which represents a "cookie-cutter" approach 
I don't necessarily agree with. On the other hand, it would be virtually 
impossible to examine all of the firms' practices in depth. It might be 
worthwhile, however, to use his survey data in combination with a few in
depth case studies of organizations in different industries. This should pro
vide more support and credibility to his findings. 

On the positive side, I like his integration of HRM with the use of capi
tal market and accounting measures. The use of measures and methods 
from different disciplines allows us to more completely analyze various 
phenomena, and I am encouraged that he is drawing on other disciplines. 

In terms of practice, I know that one of the concerns of many HR pro
fessionals today is how to demonstrate that what they do adds value to their 
organization. I am sure that practitioners in the U.S. and in Canada would 
be very interested in studies such as this. 

Final ly, I would encourage H usel i cl to continue with this l ine o i" 
research. One interesting expansion might be to conduct an international 
comparison (e.g .. looking at firms· HR practices in countries such as Mex
ico or the Philippines in comparison to the U.S . )  to sec if similar results are 
obtained. It could be that an entirely different conclmion might emerge! 



VIU. I N DUSTRIAl TRANSFORMATION AND 

lABOR R ELATIONS I N  CHINA 

I ndustrial ization Strategy and I R  Pol icy 
i n  Malaysia and the Ph i l i ppines: 

I mp lications for Comparative 
I nd ustrial Relations 

SAROSH KURUVlLLA 
Cornell University 

The notion that the logic of industrialism (Kerr, Dunlop, Harbison, and 
Myers 1964) would lead to a convergence of industrial relations systems 
has not been supported by history. However, industrialization is regarded 
as a central variable in explaining existing industrial relations policies or 
industrial relations system transformation (Deyo 1989; Sharma 1985). I 
argue that it is not the logic of industrialism nor the levels of industrializa
tion, per se, but the choice of an industrialization strategy and the shifts 
between strategies that determines the changes in industrial relations poli
cies (i.e., the shift from one industrialization strategy to another provides a 
window through which we can view the dynamics of industrial relations 
system transformation). 

This paper uses case examples of government IR policies in Malaysia 
and the Philippines to evaluate the argument outlined above. I focus on IR 
changes at the macro-policy level rather than practices at the firm level. 
This paper is informed by the industrialization experiences of the fast 
developing countries in S.E. Asia. In almost all cases, they (e.g., S .  Korea, 
Taiwan, Singapore) commenced with an import substitution industrializa
tion (lSI )  strategy but shifted to an outward-looking, export-oriented 
strategy. The export-oriented strategy invariably sought to capitalize on the 
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comparative advantage of cheap labor mixed with foreign investment (e.g., 
Singapore) or cheap labor with local capital and imported technology (e.g., 
Korea). Given that the comparative advantage of cheap labor is transitory 
(other countries often offer cheaper labor) ,  these economies then 
switched to export-oriented industrialization (EOI) based on higher tech
nology and higher skills coupled with industrial deepening through the 
development of heavy industry (e.g., Korea), while some economies (e.g., 
Singapore and Hongkong) have moved beyond this stage to service-domi
nated economies .  The experience of Malaysia is completely consistent 
with this development model. The Philippines, on the other hand, is an 
Asian exception with the economy and industrial base shrinking over the 
last decade. 

Industrial Relations Under lSI in Malaysia (1 957-1 977) 

The first phase of lSI (1957-1963) focussed on infrastructural and rural 
development, while industrialization was left to the private sector. The sec
ond phase of lSI (1963-1970) reveals the state as a leading actor in invest
ment motivated by the new economic policy (NEP) that promised the eco
nomic advancement of Malays via regulation as well as direct investment of 
the state on behalf of Malays. For more detail on Malaysia's industrializa
tion choices, see Kuruvilla (1993), Bowie (1991),  and Spinanger (1986). 

Industrial relations during this period reflected the system inherited 
from the British (Kuruvilla 1993; Arudsothy 1990). Collective bargaining 
was the preferred means of settling industrial disputes. The union registra
tion process was used to control and weed out militant unions. The scope 
of bargaining was restricted, with transfers, promotions, job assignments, 
and layoffs being non-bargainable issues. The ability of unions to strike was 
circumscribed by various administrative requirements (see Kuruvilla 1993), 
and the industrial court had the power to refuse certification of collective 
bargaining agreements if it contained provisions deemed to be against the 
"national interest ." The specific IR rules reflected the states· efforts to con
tain conflict in the interests of economic development (Kuruvilla 1 993 ). I 
characterize this period as a "controlled pluralism," since the government 
did not always use the considerable powers at its command. 

industrial Relations Under Low-Cost EOI in Malaysia 
(1 977-late 1 980s) 

The resource crunch resulting from NEP policies, the state's failed pro
gram of heavy industries, and Malaysia's increasing foreign debt (which was 
30% of GNP by the mid-1980s) forced Malaysia to embark on an intensive 
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export promotion cL·ive (Spinanger 1986; Kuruvilla 1993). The EOI drive 
was largely successfuL By 1989 the manufacturing sector accounted for 
42% of GDP and 40% of export earnings; the low-cost export sector 
accounted for 33% of export earnings; while the transnational corporations' 
share of total exports increased from 28% in 1971 to 58% in 1988. The 
electronics industry employed 16.7% of the manufacturing work force in 
1988 and accounted for 24.8% of total manufacturing exports in 1989 
(Grace 1990) . 

The dependence on foreign-dominated, low-cost, labor-intensive 
manufacturing for industrial growth forced Malaysia to adopt various 
industrial relations policies geared toward attraction and retention of for
eign capital which are outlined below. The first direction of change in gov
ernment labor policy reflected the need to contain costs in the export sec
tor. Policy changes included extending tax and labor exceptions of pioneer 
firms, the refusal to enact minimum wage legislation for the export indus
try, alteration in the export sector (which used overtime given the labor 
shortage) ,  a reduction in the rate of overtime pay for working on holidays 
and rest days, and the government's continued refusal to enact equal pay 
for equal work in the export sector where 78.6% of those employed were 
female (Kuruvilla 1993). 

The second direction of change focused on union control in the export 
sector. Although the ban on unions in the electronics sector was lifted in 
1988 due to international pressures , electronics workers were not permit
ted to affiliate themselves to national or industry-level federations. The 
electronics sector is largely union free. (Out of 140 electronics firms oper
ating in Malaysia currently, only two are unionized with in-house unions . )  
The decision to allow only in-house unions in electronics is largely attrib
uted to pressure from foreign investors (Grace 1990), although it is also 
consistent with the government's own acceptance of the low-cost, export
oriented strategy. 

The third direction of change in industrial relations policy was mani
fested in a more activist stance of the government, arguably linked more to 
its role as an investor and employer as a consequence of the heavy indus
tries program. Kuruvilla ( 1993) documents the different ways in which the 
new activism is manifested, including ( 1) extensive powers given to the 
labor minister to declare industries as "essential , "  (2) to suspend trade 
unions acting against the "national interest," and (3) a greater involvement 
in union recognition cases (with increased rejection of registrations in 
manufacturing) and in dispute settlement, where an increased number of 
cases were referred to compulsory arbitration. 
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I ndustrial Relations Under Advanced EOI in Malaysia 
(1 988-Present) 

225 

As part of its Vision 20120 plan, which envisages Malaysia being an 
advanced industrial country by 2020, the government has been actively 
supporting a policy of industrial deepening as well as attracting higher 
technology-based foreign investment. The central elements of labor policy 
have shifted away from cost containment and union control to training and 
skills development designed to provide a better quality work force neces
sary to attract higher technology investment. This shift in labor policy has 
been complemented by changes in education policies, policies stimulating 
the development of small scale industries with forward linkages to the elec
tronics sector, investment policies to attract local investors as well as induc
ing foreign corporations to set up R&D establishments in Malaysia, and 
changes in immigration policies to alleviate the skilled and unskilled labor 
shortage . This shift in labor policy coincided with the worldwide revolution 
in production technology and work organization in the electronics industry 
that signified a transition from Fordist production methods to more flexi
ble production systems characterized by broad-based training, high-wage 
labor, and employee participation in decision making. \".'ith the shift in 
state policy from its previous cheap labor focus, the practices of firms in 
the e lectronics sector also show a move away from low-cost human
resource policies to higher skill-based IR/H R  policies (Rajah forthcoming). 
The export sector, however, still remains largely nonunion. 

Malaysia's industrialization has left it with a very large export-oriented 
sector, which competes internationally and is becoming more technologi
cally advanced, and an import-substitution sector characterized by both 
large, heavy industries (e.g. , Proton cars) and small-scale subcontractors 
that compete domestically. Given the shift into higher-tech, high-skill pro
duction for export, the government is simultaneously reducing its involve
ment in industrial relations, while encouraging the growth of cooperative 
labor management relations in the lSI  sector, whereas the export sector 
shows a trend toward positive human resource practices and upskilling in a 
nonunion environment. 

Industrial Relations Under lSI in the Philippines (1950-1 960) 

During lS I  the Philippines registered manufacturing growth rates 
exceeding 14% between 1949-53 and l l %  in the 1953-59 period. Indus
trial relations was relatively pluralistic. Basic industrial relations institutions 
were primarily American, characterized by free collective bargaining, vol
untary arbitration, unfair labor practice legislation, and business unionism. 
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During this period there was an increase in unionism, and by 1955 strikes 
had increased by 30% (Villegas 1988) .  

However, by  1960 i t  was clear that lS I  had created a dependence on 
imports of technology and raw materials beyond the ability of the Philip
pines to pay. Stabilization loans sought from the I MF and the World Bank 
were granted on the condition that the Philippines government begin a 
shift to an outward-looking economy, eliminate tariffs against foreign 
goods, and devalue the peso. 

The period between 1960 and 1972 was characterized by efforts to 
decontrol along World Bank-recom mended lines. Foreign investment 
increased, but the rising cost of imports forced a closure of domestic facto
ries, resulting in indebtedness and falls in real wages ,  which in turn 
resulted in a shift away from U.S.-style business unionism to more political 
unionism with the emergence of nationalist and antigovernment union fed
erations and workers' and student movements. The social ferment in the 
forms of rallies, strikes, and people's marches caused widespread appre
hension among the foreign investors, leading to the declaration of martial 
law in September 1972, a move hailed by both U.S .  business interests and 
the IMF (Villegas 1988) .  

Industrial Relations Under EOI in Phil ippines 

The declaration of martial law in 1972 allowed the technocrats and the 
\Vorld Bank advisers to implement the recommendations contained in the 
Ranis Mission Report (a World Bank-funded mission) and the World Bank 
Country Report of 1975, both of which argued for a full-scale, export-ori
ented agro and industrial strategy based on the comparative advantage of 
cheap labor. For specifics on export-oriented policies see Villegas ( 1988). 

Labor policy was amended drastically in order to boost exports . First to 
guarantee industrial peace, a ban on strikes was instituted but later modi
fied to apply to "vital" industries "including those engaged in the produc
tion and processing of commodities for export" (Villegas 1988:61 ) . Second, 
compulsory arbitration was introduced through the NLRC. Third, unions 
were not allowed to build up strike funds. Fourth, unfair labor practices by 
employers were decriminalized. Finally, by decree no. 14.58, striking work
ers were allowed to be permanently replaced. 

The second direction of change in labor policy focused on a co-optation 
strategy adopted by President Marcos. The labor movement was restruc
tured on a "one union in each industry" principle, to be affiliated with one 
recognized labor center, the Marcos-controlled Trade Union Congress of the 
Philippines. The purpose of the reform in union structure was to promote 



LABOR RELATIONS IN ASIA 227 

tripartism with the government, the TUCP, and the newly formed Employ
ers Confederation of the Philippines (ECOP). However, other federations 
refused to agree to the restructuring proposal. In response, the government 
recognized the TUCP as the only legitimate labor center. Given the opposi
tion from other labor groups, tripartism was never fully institutionalized, 
however. 

The third direction of change in labor policy focused on the provision 
of cheap labor to the growing numbers of foreign investors in the export 
sector through limitations on increases in minimum wages and a downward 
revision of existing labor standards (Villegas 1988). Given the consequent 
failure of domestic industry under an export-oriented regime, the decline 
in real wages, and the increases in foreign debt (55% of GNP in 1981) ,  the 
government approached the World Bank for additional loans, to which the 
World Bank replied with structural adjustment policies. 

industrial Relations Under Structural Adjustment 
(1 983-Present) 

The strategic thrust of structural adjustment led by the World Bank was 
a more determined implementation of EOI and a systematic easing out of 
inefficient Filipino firms. The Bank report emphasized "priority should be 
given to the continued expansion of labor intensive manufacturing taking 
advantage of the competitive aspect of labor costs" (Villegas 1988:70). 

In terms of industrial relations, the government enacted BP 130 (which 
prohibited strikes against the national interest) and BP 227 (which allowed 
the use of law enforcement agencies to control strikers) .  In addition, pro
cedures for termination of workers were simplified. More than 82,000 
workers were laid off annually between 1983-85 in the wake of more than 
3,000 plant closures. The closure of "inefficient" domestic firms resulted in 
a decline in union membership from 12.2% to 9.3% of the nonagricultural 
work force. These developments intensified the schism between the pro
government TUCP and other illegal labor centers such as the KMU and 
FFW which opposed structural adjustment policies; the schism continues 
to this day. 

The advent of President Aquino in 1986 resulted in a continuation of 
structural adjustment policies dictated by the World Bank. Although the 
country experienced a modest recovery due to a favorable international 
economic climate between 1986 and 1989, it was back on a recessionary 
trend by 1990. The burden of servicing the debt (which had reached 93.7% 
of GNP by 1986) resulted in massive government borrowings that drove 
interest rates as high as 30% in 1990, which in turn had a crushing impact 
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on investment and growth. The effect on domestic industry was disastrous, 
resulting in a deindustrialization in 1991 and 1992. Between 1986 and 1991 
the contribution of industry to GDP declined from its high of 39% during 
1980-85 to 34% in 1991 ,  with similar declines in its share of total employ
ment. 

In labor relations terms, President Aquino liberalized industrial rela
tions and withdrew a number of restrictive policies (see Villegas 1988) .  
However, the soft pedalling on other labor reforms (such as  the withdrawal 
of BP 130 and BP 227) soured the relationship between the government 
and the unions. 

This experience of structural adjustment has left the Philippines with a 
large service sector, a shrinking industrial sector, and a stagnant agricultural 
sector. There is a large ISI sector that is in crisis due to successive devalua
tions and fiscal, monetary, and industrial policies that favor exports. The 
export-oriented sector remains small and an enclave. vVithin the manufac
turing sector, cheap labor is still seen as the comparative advantage for 
export. 

Industrial relations can best be described as conflictual, with lower 
numbers of strikes clue to the weakness of unions but a large and increas
ing number of industrial disputes. Unionism is limited in scope, with nnion 
density being under 10% of the nonagricultural work force. The labor 
movement is weak and fragmented with 149 labor federations and 5600 
independent unions. Bargaining is limited, as only .571,056 union members 
of the total of 3, 142,03 1 members are covered by collective bargaining 
agreements. The intense union rivalry for membership ensures that no 
1 1n ity will occur. Labor standards continue to decline, and in 1992, .51% of 
all establishments inspected were found to be violating labor laws. Of these 
violations, 16% relate to nonpayment of minimum wages. 

In relation to the Asian development pattern, the Philippines are still in 
the stage of EOI based on cheap labor. Although the transition to EOI was 
begun as early as the 1960s, it was only after structural adjustment that tlw 
Philippines became a fully export-oriented nation. Malaysia, on the other 
hand, commenced i ts EOI drive in the 1970s and has moved lwyoncl simple 
EOI to EOI hasecl on high-skill labor. The industrial relations systems of the 
two countries reflect the different stages of industrialization that they are in. 

Implications for Comparative Industrial Relations 

Based on the two cases briefly discussed and the experience of other 
fast  developers ,  I identify b<:low a f<:w general propositions for future 
i ndustrial relations research in developing countries. 
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In the context of  the developing world, particularly Asian development, 
it is clear that there is an association between industrialization strategies 
and industrial relations policy of governments. Although the specific fea
tures of the industrial relations policies at the macro level differ based on 
the historical and political circumstances in each country, it is clear that the 
shifts in industrialization strategy from lSI to EOI based on cheap labor 
and foreign investment resulted in a significant change in industrial rela
tions policy in Malaysia and the Philippines. In addition, in Malaysia we see 
another policy shift in industrial relations as the economy moves from low
cost EOI to a more high-tech EOI.  The use of "shifts in industrialization 
strategies," therefore, appears to hold promise as an organizing rubric for 
the study of industrial relations in developing countries. 

Secondly, the type of industrial relations policies associated with differ
ent development strategies appear to differ. Where the development strat
egy is based on low-cost exports dominated by foreign investment, the I H  
policy appears repressive and geared toward cost containment. \Vhere the 
strategy is one of import substitution with protection for domestic indus
tries, the IH policy of governments appears more pluralistic. YVhere the 
strategy is one of EOI based on high technology based on foreign invest
ment (e.g. ,  Malaysia) the emphasis of IR policy is on skill development and 
training and education .  

Third, for students of comparative industrial relations in  developing 
countries, it would seem important to distinguish between the l S I  sector 
and the EOl sector, wherP the industrial relations rules and regulations 
and the practicPs of firms appear to differ. Although different subsectors 
exist in any Pconomy (e .g. , agriculture, industry, and services), tlw l S I  and 
EOI classification spans all these different sectors and, hence, may be a 
useful dassification device for students of industrial relations. 

Finally, comparative industrial relations researchers have always i rnplic
itly assumed that the strategic choices of the traditional three actors (gov
ernment, employers, and labor) shape the l R  system. The expe-rience of 
Malaysia and tlw Philippines suggests the importanct� of extcnral actors 
(the "'oriel Bank and foreign investors) who have a considerable impact on 
industrialization strategy and, in turn, on the institutional arrangements 
go,·eming industrial relat ions .  Given the debt prohlems of many th i rd 
world countries and sirnilarities between "'oriel Bank structural adj ustment 
prescriptions across countries, the importance of such external actors on lH  
systems in developing countries also rwecls to  be  taken into account in 
future research. 
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Repressive Labor Relations and New 
U n ion ism i n  East Asia 

RICHARD B. FREEMAN 

Harvard University and NBER 

In the 1980s genuine unionism developed in Korea and Taiwan, where 
labor organizations had formerly been repressed. In both countries work
ers formed new unions, and former state-dominated unions distanced 
themselves from the government and began to represent their members. A 
similar pattern of new unionism and transformed official unions is also 
found in the ex-Communist countries of East Europe (Freeman 1993). 
The burst of unionism in countries that had repressed labor organizations 
raises the question as to whether repression creates pressures that ulti
mately lead to genuine unions. In this paper I summarize the labor policies 
of Korea, Taiwan ,  and other East Asian countries and then develop a 
model linking those policies to ensuing unionization. 

Repressive Labor Regimes' 

For years, most East Asian governments suppressed free unions. Some 
countries outlawed independent unions or enacted laws that made normal 
union activity difficult. They arrested union leaders and employed the 
police or army to break up strikes. They gave employers a free hand and 
state support to defeat organizing efforts. Among market economies, Korea 
provides the best example of forceful repression of free unions. But 
Indonesia also restrains unions,  and Thailand and M alaysia, while less 
repressive, are hardly neutral. Malaysia helped firms in its free trade zones 
remain union-free or develop company unions and favors company unions 
in general. Burma outlawed unions. Only Japan, Hong Kong, and the 
Philippines had unfettered union movements, none of which did well in 
the 1980s. I will call a union-prevention strategy that relies on state restric
tions on unionism backed by force a cmsh strategy. 

Other countries sought to prevent independent unionism by establishing 
"official" unions-state-dominated organizations designed to channel worker 
desires for unionism into a controllable channel. Among non-Communist 
countries, Singapore is the exemplar of a state-controlled union movement, 
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though Taiwan also had government-dominated unions. Communist regimes 
have their party-run unions with near 100% "membership." \\'hile in some 
East European cases these unions represented worker interests within 
enterprises and in national deliberations, albeit weakly, in Communist 
Asian countries, official unions were weak even by these standards. I call 
the process of sponsoring official unions a subordination strategy. 

Repressive states combine elements of crush and subordination to con
trol labor. In East Asia this produced labor relations systems with the fol
lowing characteristics: 

l. Requiring unions to register with the state. Registration gives the 
state control over which unions are legal entities and knowledge of the size, 
finances, and leadership of unions. Malaysia and Singapore used registra
tion and deregistration of unions to break Communist-led or influenced 
unions inimical to the government. 

2. Sponsoring official unions. In 1961 the Korean military dissolved all 
independent unions , and the Korean CIA organized the major federation of 
Korean unions, the FKTU, into 16 industry-level groups. In Taiwan the Chi
nese Federation of Labor was the only permissible union, with its officers 
paid by the state. In  Singapore the dominant political party of Lee Yuan 
Kew set up the National Trade Unions Congress in 1961. Government/party 
leaders selected the union leadership and at one stage made the head of the 
trades union congress a cabinet member. Mainland China has the All-Chi
nese Federation of Trade Unions as its official Communist union. 

3. Allowing only a single registered union at a given workplace. This 
creates a potential monopoly for official government-dominated unions. 
Taiwanese law mandated that all workers in workplaces of 30 or more 
unionize and that workers join the single government-dominated union 
once it was legally established. 

4. Localizing union activity at a given workplace . This prevents the 
development of (a) a national union movement that could challenge the 
state or (b)  large sectoral unions that might shut down important indus
tries. In addition, it makes it difficult for unions to develop professional 
leadership. Malaysia, where unions are independent, and Singapore, where 
they are state dominated, have encouraged plant-level "house" unions . 

.5. The devolution of some authority or rights to official unions. If offi
cial unions are to substitute for free trade unions, they must do something 
for workers. Taiwan gave its official unions financial support and a role in 
enterprise-level, government-mandated welfare spending. In Singapore 
the official unions are an important route into government decision mak
ing. Communist regimes have typically given unions control of various 
social benefits ranging from subsidized vacations to pensions. 
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The combination of these factors can make formation of an indepen
dent union near impossible. Say a group of workers seek to organize a 
plant. The company fires the leaders of the group. Since these workers are 
no longer employed at the plant, they cannot legally engage in union activ
ity there. If they continue their efforts to organize, the state arrests them as 
nonemployee outsider "agitators." Korea made extensive use of this "catch-
22" situation to crush independent unions. I n  Taiwan a company facing 
potential unionization might send "loyal employees" to the government 
agency to register as the sole official union, obligating all workers to join 
that company-dominated organization. 

Until the 1980s the mixture of crush and subordination in East Asian 
countries made the area a backwater for trade unionism. Union densitv in 

/ 

the region was modestly lower than in other parts of the developing world; 
strikes were rare (save in Korea during periods of political uncertainty), 
and unions undertook few normal trade union activities.' 

Burst of Genuine Unionism 

Things changed in the 1980s as Korea and Taiwan became more demo
cratic. Union density in Korea rose in the mid-1980s from 1 6% of the 
nonagricultural work force to nearly 25%. Density in Taiwan jumped from 
22% of the nonagricultural work force in 1985 to 35% in 1 989. ' More im
portant, union behavior and labor relations practices changed qualitatively. 
New unions developed representing workers rather than the state. Previ
ously quiescent government-controlled unions began to act independently. 

The burst of unionism in Korea and Taiwan is mindful of spurts in union
ization in the U.S. and other advanced countries in earlier decades. It also has 
parallels with the growth of genuine unionism in Eastern Europe as countries 
moved toward market democracies. The logic of unionization is that it occurs 
in sudden spurts of growth rather than through gradual processes. 

The 1980s advance of independent unions in formerly repressive coun
tries contrasts with union developments in the decade in much of the rest of 
the world. In East Asia union dPnsity stagnated in Hong Kong, dropped in 
Singapore, and stabilized at a low level in Malaysia. Unions did poorly in 
Indonesia (where state authority remained powerful), the Philippines, and 
Thailand. In most OECD countries, union representation and influence 
fell. Unions also weakPned in Africa and in many Latin American countries. 

\\'hat underlies the burst of unionism in Korea and Taiwan? At a broad 
level, two factors transformed unions in Korea and Taiwan. The move toward 
democracy in both countries limited the scope for governments to "crush" 
unions . You don't call out the troops to shoot strikers as readily when tlw 
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strikers vote in the next election than when they do not. But democratization 
cannot be the sole factor at work. Unions do not flourish in every democratic 
country. Weakening of dictatorial rule may be a prerequisite for the growth 
of free unions, but it is not sufficient. A second factor that arguably con
tributed to the burst of unionism in Korea and Taiwan is past repression of 
labor, which raised workers' discontent to levels that would not have existed 
under a more benign labor relations system. Korea had a highly repressive 
regime and an extraordinarily high level of discontent among workers despite 
rapid growth of industrial jobs and real wages (Lindauer et al 1991). Korea 
also had a particularly violent spurt of new unionism. Taiwan made greater 
use of the subordinate strategy and had a more measured growth of union
ism. Hong Kong did not repress unions and had no spurt in membership in 
the 1980s, while Singapore maintained a successful subordination strategy. 

A Model and Implications 

Why do some governments repress independent unionism using crush or 
subordinate strategies while others take a "laissez-faire" attitude? Why might 
genuine unionism burst out in formerly repressive states but not in histori
cally democratic developing countries? I sketch out next a model for answer
ing these questions. The model focuses on the choice and consequences of 
state policies toward labor, taking the behavior of workers/incipient unions as 
part of nature. I assume that govemments seek to maximize the present value 
of resources under their control, either by increasing GNP (at a given tax 
share) or by increasing the tax share of output (at a cost of growth), and I 
concentrate on states that choose growth-increasing activity. 

The flow diagrams in Figure l show the consequences of the state 
choosing either a repressive labor strategy (as described earlier) or a 
benign "laissez-faire" strategy that might best be reflected in adherence to 
ILO Conventions. The arrows show the direction of effects from one vari
able to the other, while the plus ( + ) and minus (-) signs give the derivative 
of the effect, with + + or -- representing particularly strong effects. The 
boxes are endogenous variables; the oblong shapes are for state policy vari
ables (repression and wages). The broken lines show slow or long-term 
effects. Assuming the state chooses rationally, it selects a repressive or 
benign strategy depending how that choice affects the present value of 
state-controlled resources. 

According to the model in Diagram A, a repressive strategy generates 
discontent but raises growth (for example, through forced savings or poli
cies that enhance investment at the expense of consumption). A successful 
growth strategy, in turn, increases the level of wages and living standards, 
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which ultimately reduces tolerance for repression. At the same time wage 
increases lower discontent, which allows the dictatorial regime to maintain 
itself, but with negative effects on growth that kick in over the long run. 
Note also that unions raise wages, which directly reduces the size of the pie 
available to the state, as well as having deleterious effects on the rate of 
growth . (This occurs for "excessively" large wage increases, as some 
increases are necessary for growth . )  Simple though it is ,  the model has 
linkages that create complicated parameter-dependent dynamics. The 
model directs attention to the following: 
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l .  The need for a repressive regime to achieve growth and raise wages 
rapidly to maintain itself; if the growth link is weak or does not raise wages, 
the regime is likely to falter as discontent rises. Thus I would expect growth
oriented repressive regimes to be stable, whereas repressive regimes that 
raise resources largely by taxing the population would be unstable. 

2. The demise of repression as higher living standards lead citizens to 
demand democratic practices. An economy that grows by shifting to high
technology, human-capital intensive activity is likely to find that the growth 
payoff of repression falls and ultimately reverses sign, removing the sole 
justification for this system of labor relations. 

3. High labor discontent in a repressive regime. During a growth spurt, 
rising wages (including wage gains due to the movement from agriculture 
to manufacturing) could offset the adverse impact of repression on discon
tent. But as economic growth slackens, the offset factor will weaken, since 
it depends on the rate of real wage increases, not the level of wages. Thus 
discontent rises and eventually produces a burst of unionization. 

In this model, discontent is comparable to water in a dam . vVage 
increases reduce the water level and repression raises it. Tolerance for 
repression determines the level of the dam. The repression-discontent link 
is such that anything that changes the water level or height of the dam can 
produce a union spurt. 

Why might one developing country choose repression while another 
does not? The model directs attention to initial conditions that produce dif
ferent tolerances lor repression (an outside threat to the country or guerilla 
violence, for instance) or different costs of repression (a large army makes 
repression easier) or differences in the linkages that determine the benefits 
and costs of repression, particularly the effect of repression on growth. 
Absent the Communist threat, Korea and Taiwan would probably have 
relaxed repressive strategies earlier than they did. Once these regimes 
chose repressive labor policies, they had to deliver growth of GDP and 
wages or face popular threats to their existence. Differences in the underly
ing level of labor discontent due, say, to whether employees are dra\�11 from 
rural or urban areas or on their education can also produce different out
comes. The lower the base level of discontent, the less demand for union
ism, implying less state need for repression to prevent independent unions. 

The diagram does not distinguish between the crush and subordination 
strategies, although these differ in important ways . Subordinate unions 
may reduce discontent and the demand for unions by providing some 
union services and by building union-like structures within firms. The sur
prising persistence of successor unions to the old official unions in Eastern 
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Europe reflects their potential as substitutes for new unions. Most impor
tant, I expect a subordinate strategy to last longer than a crush strategy, 
since it should be more tolerable to citizens. 

Diagram B shows the (non) relation of state policy and unionism in a 
benign regime. The policy-unionism link is depicted with a question mark, 
since democracies can be more/less favorable to unionism. There is no 
direct impact of policy on growth or discontent (policy instead operates 
through budgets and regulations that I have not depicted). This diagram 
has one implication that seems relevant to the East Asian experience. It 
suggests that a state is more likely to choose a benign strategy if the econ
omy generates rapid growth without state interventions and if the innate 
level of labor discontent is small. The result is a pattern of rapid growth, 
increased wages, and little demand for unionism of the sort that represents 
Hong Kong, albeit under colonial rather than democratic rule. 

Conclusion 

The models in Figure 1 suggest that the burst of unionism in countries 
with a history of repression of labor, such as Korea or Taiwan, contrasted to 
weak unionism in nonrepressive regimes, such as Hong Kong, is more than 
an historical accident. They relate this pattern to the factors that lead ratio
nal states to choose labor policies and the logic that those choices create 
for the ensuing development of labor relations. At a broad level, the frame
work fits some historic experiences (as it was designed to do). It also has 
implications which go beyond the scope of this paper about possible future 
labor relations in East Asian countries that still repress independent 
unions, including China and S ingapore (whose subordination strategy 
seems highly stable). 

Endnotes 

1M y  summary of labor relations is based on inl(mnation contained in the various 
hooks and articles in the references. 

2Union membership ligures for developing countries are difficult to come by. The 
ILO's ·world Labour Reporl shows that East Asian countries are not exceptionally low in 
density. But unionization data from the Longman Group's Trade Unions of the World 
show a disproportionate number of East Asian countries in  the 10%-20% union density 
area and I ndonesia and Thailand at the bottom of unionization tables for lower-middle 
income countries. Strike data from the ILO's Yearbook of Labortr Statistics (various edi
tions) show very low levels of strikes per worker in Singapore, Hong Kong, Malaysia, 
Indonesia, and Thailand and higher hut still low levels in  the Philippines and Japan. 
Only Korea has had substantial strikes. 

3Because of the problems of measuring union membership, these are rough esti
mates. 
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IX. ETHN ICITY I N  TH E WOR KPLACE 

Do Racial ly Mixed Work Forces 
U ndermine Worker Sol idarity 

and Resistance? 

RANDY HODSON 
Indiana University at Bloomington 

The image of white workers acting to help create a split labor market 
for minority workers in order to defend their own jobs resonates with 
much that we find believable in human nature and in our own first-hand 
observations. \Vhite workers sometimes feel that minority workers are a 
"threat" to their jobs (Blauner 1989:247). White workers may also feel that 
minority workers are lazy or otherwise undeserving of jobs (Essed 1991:28; 
Fernandez 1991 : 155). Such attitudes may have increased in recent years 
because of affirmative action policies that make white workers feel they are 
the objects of discrimination (Asante and Davis 1985; Essed 1991:28; Fea
gin 1991;  Halle 1984:249). 

The image of workers from different races and ethnic groups engaged 
in the politics of exclusion and thus impeded from pursuing their collective 
interests has formed the basis of the split labor market theory of discrimi
nation (Bonacich 1972, 1976; Wilson 1987). Defense of this theory rests on 
three types of evidence: evidence about racially unequal outcomes, evi
dence about racial attitudes, and specific historical case studies of labor 
market competition. Each of these forms of evidence, however, has limita
tions. 

Evidence about work-related outcomes reveals profound racial differ
ences in economic rewards but does little to adjudicate between different 
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theories of how these differences arise. Evidence about outcomes thus pro
vides only indirect evidence for any specific theory of discrimination; theo
ries that rely on such evidence run the logical risk of "affirming the conse
quent." 

Evidence about attitudes shows that a significant reservoir of negative 
feelings exists among white workers that might undermine solidarity 
among workers and thus undercut their enthusiasm for shared resistance to 
management. But, in itself, such evidence does not demonstrate that a dif
fusion of collective action actually takes place. 

The third form of evidence for racial competition among workers is 
based on historic and ethnographic analyses of specific cases. These case 
studies provide the most direct evidence about the operation of working
class racial competition as predicted by split labor market theory (Boswell 
1986). The limitation of these case studies materials is the same as that of 
all case studies-they may not be representative of the phenomena being 
studied. Case studies may have been selected because they showed a par
ticular outcome or process rather than because they tested for that out
come or process. 

Modeling Split Labor Market Mechanisms at the Workplace 

The conceptual model presented by the split labor market literature 
posits that a racially mixed labor force erodes working-class solidarity. In 
turn, this reduces the likelihood of resistance to management. The follow
ing propositions systematize this model: 

Proposition 1: Increasing minority representation in the work force 
erodes solidarity among workers. 

Proposition 2: I ncreasing minority representation in the vvork force 
rrodes informal resistance against management. The indirect effects of 
minority representation operating through clecreascd solidarity may further 
erode informal resistance against management. 

Proposition 3: Organized resistance against management is eroded both 
directly by minority representation and indirectly through reduced levels 
of solidarity and informal resistance. 

These propositions arc evaluated in Figures 1 and 2 below. 

Methods: Assembling the Ethnographies 

The concepts of worker solidarity and resistance to management are 
eli fficult to measure using survC'y data. Many of the behaviors are too 
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situationally specific or too open to interpretation to be readily measurable 
through standardized questions. In addition, certain behaviors of solidarity 
and resistance may be transient in nature, occurring only at specific junc
tures or in combination with specific events. For these reasons I rely on 
information coded from book-length workplace ethnographies to evaluate 
the role of racial composition in determining levels of worker solidarity and 
resistance to management (see Hodson et a!. 1993). 

The data for the current analysis were derived from reading and coding 
information from the existing published set of workplace ethnographies. The 
criteria of inclusion employed were ( 1 )  the book had to be based on direct 
ethnographic methods of observation over a period of at least six months, (2) 
the locus of the observations had to be a single organization, and ( .3) the 
book had to include a focus on a clearly identifiable group of workers. 

Application of these criteria generated 50 cases with relatively com
plete data on the variables of interest in the current study. The books were 
read and coded by the members of a graduate research practicum. Each 
coder was debriefed by a member of the research staff or by the principal 
investigator after completing a book, and their codings were reviewed in 
detail. The systematic coding and analysis of data from this population of 
ethnographies allow the depth of observation embodied in ethnographic 
accounts to be utilized in understanding the complex phenomena of 
worker solidarity and resistance. 
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FIGURE 2 

Path Model of Race Composition, Solidarity, and Resistance in 
Union vs. Nonunion Vl/orkplaces 
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Variable Definitions 

Race composition. The racial composition of the main occupational 
group under study in each organization was coded as a simple percentage 
minority. A variety of categorical options utilizing various cutoff points 
were also utilized and all resulted in similar results . 

Solidarity. Four distinct aspects of solidarity are identifiable in the 
workplace ethnographies (Fantasia 1988; Vaught and Smith 1980). Cohe
sion is the extent to which workers seek each other out at work for social 
contact. Mutual defense indicates solidarity against other groups, cus
tomers, or management. Leadership is the extent to which identifiable 
leaders emerge within the group. Group discipline refers to workers 
enforcing group standards for work on group members. The group may 
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discipline either slackers or overachievers. These four aspects of worker 
solidarity are standardized and averaged to form a solidarity scale (alpha = 

.83). 

Informal resistance. Eight aspects of informal resistance are identifi
able in the workplace ethnographies (Hodson 1993). Playing dumb is a 
strategy based on avoiding work by pretending to not know how to do cer
tain tasks. Withholding enthusiasm includes foot-dragging and all forms of 
proceeding with work in an intentionally slow or less than enthusiastic fash
ion. Work avoidance includes such activities as hiding, doing other tasks, 
claiming to be busy with other things, or highlighting difficulties standing 
in the way of the work. Machine sabotage means intentionally breaking 
machinery or equipment or using it in such a way as to intentionally accel
erate its breakdown. Procedure sabotage occurs when, for whatever reason, 
workers choose to violate the official operating procedures. It is a common 
response to rules that are contradictory, rapidly changing, or impossible to 
m eet.  Social sabotage entails m alicious gossip and sowing discontent 
against a particular supervisor or against the organization as a whole. Coop
eration indicates the level of voluntary consent by workers to managerial 
authority. Effort bargaining measures the level of effort workers are willing 
to give. (The latter two items were reverse coded.) These eight aspects of 
informal resistance are standardized and averaged to form a scale (alpha = 
.86). 

Organized resistance. Four distinct aspects of organized resistance are 
identifiable in the workplace ethnographies. Organized group conflict with 
management and supervisors is a summary measure entailing five levels 
based on frequency and intensity of conflict. Type of strike has four levels 
based on the criteria of formality and violence. Strike length and history of 
strikes are also included. These four indicators of the level of organized 
resistance are standardized and averaged to form a scale (alpha = .82). 

Controls. Unioniziltion, job security, and bureaucratization are also 
included in parts of the analysis. Coefficients are noted as statistically sig
nificant at the .05, .01 , or .001 levels of significance (two-tailed t-test). It 
should be kept in m ind, however, that the cases analyzed represent the 
available population of ethnographic case studies of the workplace, not a 
sample of that population. In addition, the population of ethnographic case 
studies of the workplace does not constitute a representative sample of all 
workplaces. For these reasons, levels of statistical significance should be 
interpreted as suggestive only. 
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Results 

The average level of minority representation in the workplaces studied 
by organizational ethnographies is 30.84%. The majority (63%) of the 
workplaces are unionized and 70% operate according to codified rules. 
There is no consistent pattern of differences in mean levels of solidarity, 
informal resistance, or organized resistance across levels of minority repre
sentation. Workplaces with low or high proportions of minority workers 
provide evidence of worker solidarity, informal, and formal resistance with 
nearly equal frequency. In brief, there appears to be no relationship in 
these data between proportion minority and worker solidarity or resistance. 
These results are presented as Figure l .  

The effect of  worker solidarity on the level of  informal resistance is 
negative but insignificant. However, the standardized beta for this effect is 
somewhat larger than those for race composition. Taken at face value, this 
result contradicts the assumption that worker solidarity provides a founda
tion for informal resistance to management. Reduced levels of informal 
resistance in high solidarity settings suggest that various forms of informal 
resistance, which are often individualistic in nature, are less often utilized 
to achieve workers' goals in high-solidarity settings (Hodson 1993). 

In contrast to the negative insignificant effect of worker solidarity on 
informal resistance, solidarity significantly increases organized resistance to 
management. Solidarity is essential if organized acts of resistance are to be 
viable. At an open pit mine described in an ethnography, for example, the 
entire work force went on strike for a week over a driver being suspended 
for refusing to drive a truck whose tires the driver considered unsafe 
(Williams 1981:52-9). High levels of informal resistance also appear to be 
important for underpinning organized resistance. For example, an ethnog
raphy of a sugar cane plantation described how small-scale confrontations 
between workers and foremen over reduced wages and deteriorating con
ditions occurred over several days, eventually escalating into a series of 
work stoppages and refusals to plant. These actions were the precursors for 
larger-scale actions in which workers organized en masse and directly con
fronted the owner of the plantation (Rutten 1982:151-55). 

Figure 2 evaluates the model separately for union and nonunion work
places. In nonunion workplaces higher minority representation results in 
greater informal resistance. This relationship is opposite that predicted by 
split labor market theory: that is, a racially split labor force appears to gen
erate greater, rather than lesser, informal resistance to management. In  
unionized environments where more formal mechanisms for redress are 
available, increased minority composition has no such effect. 
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The Effects of U nionization, Job Security, and Bureaucracy 

The introduction of unionization, job security, and bureaucracy into the 
model of race composition, solidarity, and resistance does not significantly 
alter the results for race composition. Unionization, job security, and 
bureaucracy do, however, have powerful effects on solidarity and resis
tance. Unionization supports all three aspects of solidarity and resistance. 
Bureaucracy restricts solidarity. Job security has mixed effects, increasing 
solidarity but limiting both informal and organized resistance. Overall, soli
darity and resistance appear to be more closely determined by the charac
ter of the labor process than by the racial mix of the work force. 

Discussion and Conclusions 

If competition among workers is not a key factor in continuing racial 
inequality at the workplace, then the onus of responsibility for racial 
inequalities falls back on employers for discriminatory practices and on var
ious indirect and institutional forms of discrimination (Braddock and 
McPartland 1987). 

It may be that competition between racially or ethnically differentiated 
groups over jobs has served as a barrier to unified working-class action at 
certain historical junctures. Or it may be that such conflicts are realized 
primarily in the political and electoral arenas. None of the results pre
sented here, however, support the image of racially motivated competition 
between workers operating on a day-to-day basis to undermine solidarity 
and resistance at the workplace. Even in subpopulations defined by the 
presence or absence of a union, there was no evidence of minority pres
ence reducing workers' solidarity or ability to engage in collective action. 
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Segregating Workers: Occupational 
D ifferences by Race, Ethn icity, 

and Sex 

BARBARA F. RESKIN 
Ohio State University 

The earliest research on segregation concerned race; indeed, until the 
1970s the term "segregation" brought to mind the physical separation of 
races into different neighborhoods and their enforced segregation into dif
ferent schools . Few early scholars wrote about workplace segregation 
based on race and ethnicity. (Exceptions include Myrdal [1944; 1962: 106-
7, 313] and Gibbs [1965] . )  One of the first sociologists to describe group 
concentration in different occupations as "segregation" was Gross (1968) in 
a classic article about sex segregation. Following research on the spatial 
segregation of races (Duncan and Duncan 1955), Gross used the index of 
dissimilarity to measure occupational sex segregation. However, most stud
ies of occupational segregation have examined either race or sex segrega
tion. Thus most research implicitly assumes that the separate effects of sex 
and race are additive. In reality, of course, as Carlson (1992:271) reminded 
us , "Sex and race simultaneously structure individuals' labor market experi
ences." Yet over the last twenty years, only a few studies have simultane
ously examined race and sex segregation (Beller 1984; Albelda 1986; Smith 
and Tienda 1988; King 1992; Tomaskovic-Devey 1993). 

The object of this paper is to demonstrate that we must simultaneously 
consider sex, race, and ethnicity in order to understand how ascribed char
acteristics segment work. I do this first by comparing segregation indexes 
for 501 detailed occupations in the 1990 census across different sex-race
ethnic groups and then by comparing the pattern of over- and underrepre
sentation of groups across occupations. The data classify workers of all 
races as Hispanic and non-Hispanic white, black, and Asian (U.S. Bureau 
of the Census 1992: Tables 1 and 2).  For convenience I refer to the last 
three groups as biacks, Asians, and whites, and I use the term "ethnic" seg
regation as a shorthand for "race/ethnic" segregation. With Naomi Cassirer 
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I am replicating these analyses with more detailed breakdowns of Asians 
and Hispanics. 

Indexes of Segregation 

The index of sex segregation for detailed occupations in 1990 is .. 530. 
This value indicates that at least 53% of all men or all women would have 
had to switch to occupations in which they were underrepresented for the 
sexes to be similarly distributed across detailed occupations in 1990. Of 
course this value is misleading because it ignores race and ethnicity. As we 
can see in the upper right-hand quadrant of Table 1, which presents the 16 
segregation indexes for all possible cross-sex pairs of the four race-ethnic 
groups, sex segregation varies considerably from a low of .436 for Asian 
women and men to a high of .60.5 for black women and white men. 

TABLE 1 

Segregation Indexes for Occupational Distributions of Hispanic, \Vhite, Black. ami 
Asian Men and \"/omen for 1990 Census Detailed Occupations 

WM BM A M  HW ww BW AW 

H M  .290 . 180 .370 .. 527 .593 .566 .57() 

\VM .304 .292 .. 586 .542 .fi05 .565 

BM .371 .500 .513 .513 .553 

AM I .502 .4il3 .522 .4:�() 
L _  - - - - - - - ·- - - - - - - - - - - - - - - - - - - - - - - -

HW .241 . 1il1 .226 

ww .2fi3 . 2. 10 

BW .276 

Comparing all 28 segregation indexes computed for all possible pairs 
among the eight groups reveals even greater variation in the extent of seg
regation among sex-ethnic groups: from . 1 8  for same-sex Hispanics and 
blacks to .605 for black women and white men. The dominant pattern this 
matrix reveals is that sex segregation consistently exceeds ethnic segrega
tion. The indexes for every cross-sex pair exceed those for every same-sex 
pair. \Vithin same-sex groups, the indexes range from . 1 8  to .37; whereas 
the smallest index for any cross-sex group is .436. The table also shows 
more ethnic segregation among men than women. 

The upper right-hand quadrant reveals a third interesting pattern: wo
men and men of the same ethnic.:ity (see the diagonal in the quadrant) arc not 
necessarily more integrated than women and men of different etlmicitics .  
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For example, Hispanic women are more segregated from Hispanic men 
( .527) than from black or Asian men (ca . .  50), and white women are more 
segregated from white men ( .542) than from black or Asian men ( .513, 
.483). Finally, the occupational distribution of Asian men is more similar to 
those of every group of women from whom those of white and Hispanic 
men differ most. 

To discover the general dimensions underlying these segregation in
dexes, I conducted multidimensional scaling (MDS),  treating each segrega
tion index as a data point. The MDS revealed that two dimensions capture 
the patterns among those groups very well. The first, which accounts for 
most of the variation among the 28 indexes, differentiated the four female 
groups from the four male groups, confirming that sex segregation is more 
pervasive than ethnic segregation. A second dimension distinguished 
between Asians and whites, on the one hand, and blacks and Hispanics, on 
the other. Locating the eight groups in multidimensional space revealed 
three closely clustered pairs: Asian and white women, black and Hispanic 
women, and black and Hispanic men. Asian men were located closest to 
the female groups of the four male groups, again reflecting their slightly 
lower occupational dissimilarity to women compared to other men. 

In sum, the segregation indexes reveal the interplay of sex, race, and 
ethnicity in group distributions across occupations. However, these indexes 
tell us nothing about the occupations in which each group's members are 
over- or underrepresented. To identify those occupations and elucidate 
how occupational sex, race, and ethnic segregation operate jointly, I calcu
lated the extent to which each of the eight sex-ethnic groups was over- or 
underrepresented in each of the 501 detailed occupations and then com
pared patterns of disproportional representation. 

Representational Distributions 

I constructed eight "representational distributions," each with 501 cells 
by dividing the observed number of workers of a sex-ethnic group in each 
occupation by the number one would expect if group members had been 
assigned to occupations in proportion to the occupational incumbents' 
share of the total labor force without regard to race or sex. If a group's rep
resentation in an occupation is proportional to the occupation's share in the 
labor force, its proportio�ality score for that occupation would be 1 .0. Val
ues below 1 indicate that a group is less likely to hold an occupation than 
we would expect if sex and ethnicity did not affect occupational assign
ment; a score above 1 means that members of a group are more likely to 
hold the occupation than we would expect if sex and ethnicity were irrele
vant. (In revising this paper, I log this ratio to eliminate its lower bound.) 
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To summarize the results, I aggregated the representational distributions 
into 23 categories and noted those categories in which each sex-ethnic group 
was substantially over- or underrepresented. While confirming the substan
tial sex segregation among the eight groups, the results indicated four ways 
in which race/ethnicity alter the pattern of sex segregation: ( 1 )  Both His
panic men and women were underrepresented among managers, social pro
fessionals, and creative professionals. (2) Hispanic and black men resembled 
women in their underrepresentation among scientists and engineers. (3) 
Black women and men and Hispanic men shared an underrepresentation in 
sales occupations. (4) Asian men resembled women in their underrepresen
tation in jobs in protective service, construction, and extraction occupations. 

A more informative way to discern occupational segregation across 
pairs of groups is by cross-classifying occupational representation for all 
501 detailed occupations across all 28 possible sex-by-ethnic group pairs. 
The 28 resulting scattergrams show the representation of sex-by-ethnic 
group pairs across detailed occupations and illustrate the variety of ways in 
which the occupational structure is segregated. 

Each data point on these scatterplots represents an occupation. The Y 
axis plots group 1\.s under- or overrepresentation in an occupation, and the 
X axis plots how well or poorly the Bs are represented in that occupation. 
Before looking at the actual scatterplots, let's consider how full segregation 
and integration would look. 

Total Segregation ofTtvo Groups 

If the As and Bs were totally segregated-in other words, if there were 
no commonality in the occupations the As and Bs held relative to those 
from which they were excluded-then the data points for all occupations 
would fall along a diagonal descending from the upper left to the lower 
right, signifying the As' overrepresentation in occupations in which the Bs 
are underrepresented and vice versa. 

Although none of the 28 scatterdiagrams shows complete segregation, 
they reveal the different forms that segregation takes. The scatterplot for 
white women and men (see Figure 1 )  most closely resembles the model of 
complete segregation ,  with the data points clustered near a descending 
diagonal.1 Indeed, in all the cross-sex scatterplots we c;1n spot a descending 
diagonal reflecting women's and men's concentration in different occupa
tions. (See Figure 1 for white men and Asian women, for example. )  

Total Integration of Two Groups 

If the As and Bs were concentrated in the same occupations and under
represented in all other occupations, most of the data points would fall  



FIGURE 1 
Selected Scatterplots for Disproportional Representation Scores, 1990 Census Detailed Occupations. 
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along an ascending diagonal. The plots for Hispanic men with black men 
and Hispanic women with black women approach this ideal (consistent 
with their very low indexes) .  It seems likely, however, that these groups' 
apparent integration may result from their regional segregation in which 
African-American and Hispanic workers may perform the same occupa
tions, but do so in different parts of the country. 

The scatterplots for white women with the other three groups of 
women also suggest the ascending diagonal consistent with integration. 
Comparing the scatterplot for white and black women, for example, with 
the corresponding plot for men in Figure 1 ,  illustrates the pattern in 
which the women's plots more closely resemble the model of complete 
integration than those for men, consistent with the lower levels of ethnic 
segregation among women than men that we saw in the segregation 
indexes. 

Empirically, the most common pattern is one in which two groups dif
fer in the occupations in which they are overrepresented but share a com
mon set of occupations in which they are underrepresented. This situation 
is seen in a concentration of data points in the lower left-hand quadrant, a 
pattern characteristic of same-sex minorities who share the occupations in 
which both are underrepresented. 

V\'hen white men are along the Y axis and a male ethnic minority is 
along the X axis, the resulting scattergrams resemble an isosceles triangle 
whose base is along the Y axis. The dots in the upper left-hand quadrant 
reflect occupations in which white men are overrepresented and minority 
men are underrepresented, and clots in the lower right-hand quadrant rep
resent occupations in which ethnic men are overrepresented and white 
men are underrepresented. From this pattern three conclusions emerge: 
( 1 ) These groups of men share an underrepresentation in many occupa
tions. (2) Minorities are highly concentrated in occupations in which white 
men are neither over- or underrepresented. (3) A few occupations exist in 
which ethnic minorities are overrepresented and white men arc unclerrC'p
resented. 

Given that men predominate in the majority of occupations,  a larger 
proportion of all the clots are in the lower left-hand quadrant in the scatter
grams for female-female pairs than male-male pairs, reflecting the large' 
number of occupations from which both minority and \\'hitC' wo men are 
excluded. For this reason, the female-female scattergrams appear to be 
compressed versions of those for corresponding male-male groups. \ \'ith 
white women along the Y axis, most of the remaining data points fall in the 
upper left-hand quadrant, reflecting white women's overrepresentation in 
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occupations in which minority women are not overrepresented. The occu
pations in which ethnic women are overrepresented and white women are 
underrepresented are seen in the sprinkling of data points in  the lower 
right-hand portion. 

A pattern of mutual underrepresentation can spuriously reduce the 
index of segregation for two groups. The scattergrams for groups that differ 
in both ethnicity and sex have a large number of data points near the origin 
( representing occupations in which both ethnic men and all groups of 
women) are underrepresented. These are occupations held almost exclu
sively by white men (e.g. ,  auctioneer); all other groups are underrepre
sented. This pattern of pseudo integration through mutual underrepresen
tation in white men's occupations also occurs in the scatterplots for pairs of 
ethnic men. For example, the plots cross-classifYing Asian, black, and His
panic men (not shown in Figure l) indicate underrepresentation for all 
three groups as forestry and conservation scientists and vocational educa
tion teachers. The three also differ from white men in some of the occupa
tions in which they are overrepresented (e.g., waiter's/waitress's assistant). 

Specific occupations illustrate spurious integration achieved through 
mutual underrepresentation in white men's occupations. For example, all 
groups of women and Asian men rarely work as locomotive operators; all 
groups of women and black men are underrepresented as mining and sales 
engineers and pilots; all groups of women and Asian and Hispanic men dif
fer from white and black men in their underrepresentation in logging occu
pations; black women and Hispanic men differ from the other six groups in 
their substantial underrepresentation as systems analysts. 

However, the plots cross-classifying Asian men with Hispanic and black 
men (not shown here) reveal the overrepresentation of Asian men in sev
eral occupations that tend to exclude black and Hispanic men. These 
include postsecondary science and engineering teachers, for example. In 
contrast, these scatterplots also show black and Hispanic men's overrcprt>
sentation in occupations that employ relatively few Asian men. These 
include police officials and some skilled manual labor jobs in mining, such 
as oil-well driller and explosive worker. Same-sex blacks and Hispanics 
share an overrepresentation in several socially devalued service occupa
tions. For men, these are in the public sector, such as janitor and elevator 
operator, while for women, they are within private households, such as 
launderer, cook, and childcare worker. This sex segregation of black men 
into public-sector service occupations and black women in private-sector 
service occupations has its roots in a turn-of-the-century pattern (Jones 
1 98.5) and, more fundamentally, in the 19th-century segregation of women 
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into the "private spLere." Asian women are also overrepresented in domes
tic service, but to a smaller degree than black and Hispanic women. Asian 
men are unique among men in their disproportionate representation 
among cooks in private households, another commonality with women. 
Hispanic men are unique in their overrepresentation in agricultural occu
pations (e.g., nonfarm animal care) .  

In still other occupations it  is  whites and blacks that share an overrep
resentation. Among funeral directors, for example, white and African
American men are overrepresented, while among special-education teach
ers, white and African-American women are overrepresented. 

Just as some male ethnic groups share with all groups of women an 
underrepresentation in occupations that white men monopolize, so too do 
men share with some ethnic women the tendency to be excluded from-or 
for white men, probably, to eschew-predominantly white female occupa
tions. For example, Hispanic and black women and all four groups of men 
are underrepresented as physical therapists. 

Conclusions 

This analysis of occupational segregation in 1990 revealed the persis
tence of both sex and race/ethnic segregation. Sex is the most important 
attribute in workers' occupational access, but in some lines of work, race is 
as important as sex. For example, black men and black women are both 
overrepresented among bus drivers; black men more so than black women, 
but black women more so than white men. Often sex and ethnicity jointly 
reserve an occupation for a group. This happens most for white men, but 
other groups own or seem stuck with particular occupations (for example, 
black men are one-third of all garbage collectors). 

The primary message in these analyses are that despite the overwhelm
ing role that workers' sex continues to play in their allocation to occupa
tions, sex operates in conjunction with race and ethnicity. Labor queues are 
not simply gender queues; workers' sex and ethnicity operate in tandem and 
sometimes in complex ways to influence their access to occupations. More
over, what may appear to be integration among two groups can result from 
their mutual underrepresentation in an occupation that another group dom
inates. Space limits prevent addressing the reasons for these patterns of 
common under- and overrepresentation. Needless to say, historical and cul
tural factors contribute to some patterns of mutual over- or underrepresen
tation, such as Asian males' overrepresentation among cooks. 

In conclusion, workers' race, ethnicity, and sex affect their access to 
occupations and thus shape various workplace rewards. However, the 
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effects of these characteristics on occupational access are complex. These 
results demonstrate that analyses which consider only workers' sex or com
pare only blacks and whites yield distorted images of the ways that workers' 
personal characteristics concentrate them in certain kinds of work and 
exclude them from others. 

Endnote 

1 All 28 scatterplots are available from the author. 
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I n it ial Labor Market Experiences of 
M i nority and Nonm i nority Men 

AVNER AHITUV, MARTA TIENDA, LIXIN XU, AND V JOSEPH l-IOTZ 
University of Chicago 

An implicit assumption pervading the literature on youth employment 
is that early labor market activity is a desirable goal because it signals 
youth's awareness of adult consequences of premature school withdrawal. 
Although experts disagree about the value of early work experience 
(Greenberger and Steinberg 1981; Steinberg et al. 1993; Meyer and Wise 
1988), it is quite surprising that very few studies have examined empirically 
the timing of initial labor market encounters with respect to school enroll
ment or military enlistment. In fact, most studies of the school-to-work 
transition eschew considering work experiences that occur during periods 
of enrollment because these work episodes are highly complex and irregu
lar (Gritz and MaCurdy 1992). We submit that this oversight results in 
highly distorted portraits of the school-to-work transition and can yield 
equally great distortions about the long-term returns to early labor market 
experience. 

Accordingly, in this paper we examine the racial and ethnic variation in 
the timing, nature, and determinants of initial labor market encounters for 
a nationally representative cohort of young men who were between the 
ages of 13 and 16 in 1978. We address two questions that have not been 
confronted by prior research. First, how pervasive is labor market activity 
among enrolled youth, and does the measurement of first employment 
influence conclusions about the timing, pervasiveness, and nature of early 
labor market experience? Second, do minority and nonminority youth fol
low similar pathways from school to work? 

Following a brief discussion of data and operational definitions used to 
identify first jobs, we present descriptive statistics that address both empiri
cal questions. We demonstrate that ignoring early labor market experiences, 
particularly episodes that occur during periods of school enrollment, misses 
key differences in the labor market stratification processes of minority 
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youth and raises questions about the potentially pivotal role of early labor 
market encounters in producing profiles of disadvantaged adults. 

Data and Definitions 

We analyze the National Longitudinal Survey of Youth (NLSY), a 
national probability sample of 12,686 individuals aged 14 to 21 as of January 
l ,  1979, who were reinterviewed annually for over a decade. Of these, 1 ,280 
respondents were part of a special oversample of youth enrolled in the mili
tary. The original cohort also included oversamples of black youth, Hispanic 
youth, and economically disadvantaged white youth. vVe restrict our focus 
to men in the civilian sample (many of whom eventually acquired military 
experience) and also exclude the oversamples of disadvantaged white youth. 
However, we include the oversamples of the two minority youth to permit 
tabular comparisons among white, black, and Hispanic men. 

To minimize problems stemming from left censoring of labor market 
participation, we restricted our analyses to individuals who were aged 13 to 
16 as of 1978. Except for individuals who participate in informal but remu
nerated work prior to the legal age for work (i.e., 14), we should, in princi
ple, be able to observe the entire process of school departure and labor 
market entry. Our final sample of 2,573 young men includes 1 ,265 whites, 
797 blacks, and 5 1 1  H ispanics. Descriptive statistics are appropriately 
weighted to approximate population parameters, thus the decision to 
include the minority oversamples does not distort statistical inferences (see 
Kilburn 1992). 

A crucial operational decision for our analysis is the definition of first 
job. There is no common agreement about how to define first employ
ment, but various studies have employed the following: first paid job, first 
job after school completion, and first full-time job. Existing studies also dif
fer in their treatment of the military as a job, and this decision is significant 
because of racial and ethnic differences in eligibility for military service 
and in enlistment rates contingent on eligibility (Kilburn 1992). In our 
view, first job for pay most accurately demarcates initial labor market entry, 
whereas first job after leaving school completes the transition from school 
to work. As illustrated below, conclusions about the nature and timing of 
initial labor market experiences differ markedly depending on which defi
nition is ultimately used. 

We use four definitions of first job in order to illustrate the substantive 
implications of alternative criteria for defining labor force entry. Our base
line definition of first employment (Definition A) is initial paid job, irre
spective of school enrollment status, weekly hours, or duration; exclusive of 
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military activity; or first employment, excluding military. From this defini
tion we construct three variants depicting the military and school enroll
ment statuses of young men. These are first employment, including mili
tary (Definition B) ;  first employment after school departure, excluding 
military (Definition C) ;  and first employment after school departure, 
including military (Definition D). 

Definitions B and C are constrained by enrollment status, while defini
tions B and D count military activity as a job. For each definition we deter
mined the exact age at which respondents attained their first job and the 
occupation of employment, job beginning and ending dates, and weekly 
hours and wages. Owing to space limitations, we report selectively from 
our results but provide a more detailed treatment of job characteristics 
elsewhere (Ahituv et a!. 1993). 

Results 

Life table estimates of the timing of first employment (reported in  
Table 1 )  reveal considerable diversity along race and ethnic lines and great 
sensitivity to the criteria used to define first employment experience of 
young men. There is no difference in the median age at which white and 
Hispanic youth enter the labor force for the two employment measures 
that ignore enrollment status, but black youth enter the labor force three 
to four months after their Hispanic and white counterparts. This reflects 
the faster rate of school withdrawal of Hispanic compared to black and 
white youth (Cameron and Heckman 1991). Our unconstrained definitions 
(Panels A and B) show that white youth arrive in the labor market before 
minority youth, as 7.6% have held a job by age 14, compared to just over 
.5% of minority youth. However, by age 16 the labor force careers of youth 
become more differentiated along ethnic lines. Nearly half of white and 
Hispanic youth had worked for pay by this age, compared to 40% of black 
youth. 

Somewhat different conclusions about the timing of labor force entry 
are obtained by restricting first employment to that which occurs after 
school departure, as shown by the last two sets of life table estimates (Pan
els C and D) .  Because Hispanics withdraw from school earlier than whites 
or blacks, in principle they are available to enter the labor force at younger 
ages. In fact, by conditioning first employment after leaving school, we find 
that Hispanics arrive in the labor force at younger ages than either white or 
black youth. Specifically, by age 16, 7% of H ispanics reported having 
worked for pay after school withdrawal, compared to 4% of white and just 
over 3% of black youth. By age 18 nearly 40% of Hispanic youth reported 
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labor force experience after having left school compared to approximately 
30% of white and black youth (Panel C). 

TABLE 1 
Cumulative Percent With Work Experience 

Using Four Sample Criteria to DeHne First Employment: 
Young Men Aged 13-16 in 1978 

(C) (D) 
(A) (B) First Employment After First Employment After 

First Employment First Employment School Departure, School Departure, 
Excluding Military Inclu<ung Military Excluding Military I ncludjng Military 

Ag' Whites Blacks Hispanics Whites Blncks Hispanics \.Yhites Dladc:s Hispanics Whitt'S Blacks llispanics 

$ 13 2.3 1.4 I . I  2.6 1.4 I . I  

1 4  7.6 5.5 5.1 7.8 5.5 5.1 0.2 0.1 0.5 0.2 0.1 0 . .5 
15 21.5 16.9 18.7 2!.8 16.9 18.6 1.0 0.7 l.7 I.O 0.7 l.7 

16 49.6 39.7 46.3 50.0 39.6 46.1 4.0 3.3 7.0 4.0 3.3 7.0 

17 75.4 63.5 72.6 76.5 63.8 72.2 12.1 1 l .l 19.8 12.5 1 1 .9 20.0 

18 89.3 79.6 86.6 90.8 8!.2 87.2 31.3 28.6 38.7 33.4 32.6 40.5 

19 95.6 88.4 93.3 97.0 90.8 94.4 50.5 49.9 56.4 54.4 57.1 60.0 

20 97.7 92.7 95.8 98.8 95.0 96.8 61 .4 66.1 69.4 65.5 73.7 73.5 

21 98.6 95.5 96.5 99.3 97.3 97.4 68.7 76.6 78.4 72.2 83.0 82.1 

22 99.2 97.4 97.2 99.6 98.6 97.8 77.5 83.8 65.6 79.8 88.4 88.0 

23 99.4 98.6 97.9 99.7 99.2 98.2 86.9 89.8 91.3 88.2 92.7 92.2 

24 99.6 99.3 98.3 99.8 99.5 98.4 92.9 94.4 94.5 93.6 95.9 94.8 

25+ 99.7 99.6 99.8 99.7 95.7 97.0 95.5 96.2 H/.7 95.5 

Median 16.5 16.9 16.6 16.5 16.9 16.6 19.3 19.3 18.8 19.1 19.1 18.7 

N 1265 797 51 1 1265 797 5 1 1  1265 797 5 1 1  1265 797 5 l l  

Source: NLSY Civilian Sample 

Similar race and ethnic differences are obtained if military service is 
considered in the definition of first employment, but only through age 17. 
The effects of armed service activity do not manifest themselves until after 
age 18 because high school completion (or its equivalent) is a requirement 
for enlistment (Kilburn 1992). The basic finding from Panel D of the life 
table estimates is that considering military experience as a form of employ
ment among those who have left school reduces race and ethnic differ
ences after age 18 and reverses them by age 19. That is, 57% to 60% of 
young black and Hispanic men report employment experience after school 
departure by age 19, compared to only 54% of white youth. 

Three general lessons follow from Table l. First, the life table estimates 
reveal extens ive labor force activity among adolescent men who are 
enrolled in school. Second, conclusions about the timing of labor market 
entry are sensitive to the definition used and, in particular, to whether labor 
market entry is conditioned on school withdrawal. In particular, race and 
ethnic differences in the timing of first employment depend on the criteria 
used to define employment and, as we show below, so do the occupational 
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and industrial profiles of adolescent workers. Third, considering military 
experience as employment alters the labor force profile of black more than 
Hispanic or white youth, but only for employment experiences subsequent 
to school departure. Military experience serves to compensate for the labor 
market difficulties experienced by black youth, particularly those who have 
completed secondary school. 

Occupational Profiles 

Popular images of teen employment conjure up low-paying service jobs 
that are amenable to flexible schedules and are subject to high rates of 
turnover. Table 2 presents the distributions of occupations for young men 
corresponding to the four criteria we used to define first employment. The 
image of the youth labor market as one rooted in service employment and 
other menial jobs finds support in the occupational distributions that are 
not conditioned on school enrollment status (Panels A and B) .  Approxi
mately one-third of Hispanic and 38% of black youth find their first jobs in 
service occupations, predominantly in food and cleaning occupations, com
pared to about 30% of white youth. This supports prevalent images of fast
food establishments as ports of entry to the world of work for teenagers. An 
additional 30% to 35% of young men's first jobs are in laborer occupations. 
Blacks are more likely than whites to hold service occupations, but whites 
are more likely than blacks to hold laborer occupations, and Hispanic 
youth are about evenly represented among these two broad occupational 
categories. About 10% to 11% of young men find their first jobs in opera
tive occupations with no appreciable racial or ethnic differences. 

Racial and ethnic differences in the heterogeneity of young men's first 
occupations are also noteworthy. The index of dissimilarity values indicate 
that the occupational distributions of white relative to Hispanic youth (ID 
= 10.2) are more similar than are the white relative to black distributions 
( ID = 22.2). However, the occupational distributions of black youth is more 
similar to that of Hispanic youth than to white youth ( ID = 18.0). Occupa
tional profiles describing first employment are similar whether or not mili
tary service is considered (Panels A and B) because relatively few youth 
enter military service before holding a civilian entry-level job. In fact, less 
than 4% of black youth, as compared to 2% of Hispanic youth and 1.2% of 
white youth , entered the military before holding a civilian job of any type. 

We also note that military service appears to have a "homogenizing" influ
ence for minority relative to nonminority youth in the transition from school 
to work. Once military service is recognized as a form of employment, no 
more than 1.5% of workers of any ethnicity would have to change occupations 
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TABLE 2 
Young Men's Occupational Distribution Using Four Sample Criteria 

to Define First Employment 

(C) (D) 
(A) (B) First Employment After First Employment After 

First Employment First Employment School Departure, School Departure. 
Excluding Military Including Military Excluding Military Including: Military 

His- ! lis- !lis- !lis-

Whites Blacks panic� Whites B!ach panics Whih·s Blacks panies Whites nl:.cks panics 

ProfessionaVfecl1. 1.4 3.0 3.3 1 .4 3.0 3.2 8.fl 4.7 5.8 8.7 4.3 5.7 

Managerial 0.4 0.3 0.6 0.3 0. 1 0.4 5.8 2.5 4.9 5.5 2.0 4.0 

Sales 7.3 2 . 1  4.7 7.2 1 . 8  4.6 5.3 3.7 4 . 1  5.0 3.0 4.0 

Clerical 6. 1 8.5 (i7 6.0 8.0 6.7 10.5 1 1 .4 13.5 9.8 9.5 12.8 

Crafts Mech, Rep. 3. 1 1.8 2.8 3.1  1 .7 2.li 4.8 2.6 5.4 4.2 2.4 4.8 

Craft Const. 3.5 5.2 3.3 3.3 5.0 3.2 (i.2 6.3 4. 1 5.7 55) 3.8 

Craft Pn�cision 1.4 3.0 1.8 1.4 2.8 l.G 4.4 2.3 2.6 4 . 1  2 . 1  2.3 

OpPrativcs ?v1adJine 1 . 1  0.8 1.6 l .O 0.6 1 .6 2.0 1 . 1  2.1  1 .8 1 .0 2.1 

Operatives T ransp. 3.0 3.4 l .fi 2.9 3. 1 1 .4 4.6 5.2 3.fl 4.2 4.0 3.4 

Operatives Other 7.2 G.! 6. 1 7.1 5.8 G. I IO.fl fl. !  9.2 10.5 7.$) �J.I  

Labor Freight, 1 1 .8 7.5 1 1 .4 1 1 .8 7.5 l l .3 5.7 6.3 7.3 5.3 5.5 7.0 

Stockllolders 
I ,abor Gardeners 4.6 6.3 S.fl 4.6 6.3 5.9 ! .f) 2.8 2.8 1.9 2.7 2.7 

I .abor Othcr 10.2 10.1 7.1 10.0 9.4 6.f) 9.8 10.6 8.1  9.2 fl.4 7.4 

Fann Laborers, 8.5 4 . 1  8.9 8.5 4 . 1  8.f) 3.6 3.0 (i.9 3.5 2.8 6.7 

ForeJJJall 
Sl'rvict> Cl(•aning 7.8 Hi.7 1 1 .2 7.8 16.5 l l . l  3.fi 10.0 f1.2 3.5 �).6 5.9 

St•rvicl' Food 17.H 1 2.fi l fi.8 17.8 12.!  IG.S 8.7 12.8 9.0 8.4 1 1 .5 8.(i 

Servict' Otlwr 4.h 8.7 (i.3 4.7 8.6 6.1 .1.4 5.5 4.3 2.fl 4.2 3.8 

�tilitary - 1.2 3.7 2.0 5.9 12.3 5.9 

Total !00.1 HXl.2 HXl. l HXl.l HXl.l 1 00 . 1  HXl.l �J9.H HXl.2 HXl. l HXl.l HXl.O 

� 1243 773 4fl3 1 246 778 496 I IG3 727 4G7 1 1 80 747 475 

Stn1ra:: NLSY Civilian Sample 
· not applicable 

for the distributions to be identical. This indicates that the subset of youth 
who enter the labor market subsequent to completing school are more simi
lar than all youth who enter, whether or not they are enrolled in school. 

The pronounced race and ethnic differences in school departure rates 
and rates of mili tary enlistment suggest that the pathways to full-time 
employment will differ among black, white, and Hispanic youth. That is, the 
early school withdrawal of young Hispanic men combined with their early 
labor market entry suggest that these youth may work full time at earlier ages 
than their black and white counterparts. Furthermore, higher rates of mili
tary participation by young black men should delay their entry to full-time 
civilian employment. We examine these possibilities in the following section. 

Pathways from School to Work 

Table 3 portrays the patterns of the transition from school to work and 
the nature of early labor market experiences along race and ethnic lines. As 
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the table indicates, age 15 represents the first significant step in the transi
tion to the work force, but it occurs mainly in the context of school enroll
ment. For example, among whites, the share of youth who have held jobs 
while enrolled in school increases from about 20% at age 15 to a high of 
74% among 17 year olds. Similar patterns are obtained for Hispanic and 
black youth, except that the shares who accumulate work experience while 
enrolled in school is lower at each age, and these shares peak 10 to 12 
points below the white level. However, the sources of the racial and ethnic 
disparities in the acquisition of work experience while enrolled are differ
ent: for black men, nearly one-third devote full time to school activities 
through age 17, while Hispanic youth gradually withdraw from school 
before age 18 and devote time exclusively to work, including full-time 
work. 

A second step in the transition from school to work appears to begin 
after age 18, when most youth have completed high school. This step rep
resents another important stratifying period in both age and ethnic dimen
sions. Not only do white youth persist in school at higher rates than either 
blacks or Hispanics, but they acquire work experience while doing so. This 
difference between minority and nonminority youth may have important 
implications for their future labor activity. If there are positive returns to 
work experience during adolescence, then the early human capital accu
mulation of white relative to minority men, which occurs both in school 
and on the job, may partly account for racial and ethnic differentials in 
men's labor market success at later ages. 

Table 3 suggests that third major step in the transition from school to 
work occurs after age 21 for whites but a year or two earlier for Hispanics 
and blacks. By age 20, work (including military service) in the context of 
nonenrollment is the modal activity for Hispanic youth (46.8%), while the 
majority of black and white youth remain enrolled in school. For black and 
white youth, age 20 is the threshold when the majority are not enrolled in 
school. By age 20, over 1 1 %  of black youth have acquired military experi
ence, compared to 6% and 8% of Hispanic and white youth. 

The final step of the transition from school to work occurs after age 22, 
when full-time employment occupies over half of all young. The notewor
thy exception are young black men, among whom only 45% are working 
full time by age 23. However, this share rises to 52% if military service is 
considered full-time employment. By age 24, about 10% of white men are 
enrolled in school, of which 9% are also working; 8% of black men are 
enrolled, of which 7% also work; but only 6% of Hispanic men remain in 
school, and 5% also work. 
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TABLE 3 
Transition From School to Work 

Distribution of Male Youth Among Work and Military Activities by Age 
(in percent) 

Ethnicity and 1 3  14  15 16 1 7  1 8  1 9  20 2 1  22 23 24 25' 
States 

White 
School-only 96.8 93. 1 79.3 53.7 17.3 7.7 4.0 2 . 1  2.6 2.5 1 .7 1 . 1  0.4 

Work-School 2.9 6.4 19.5 42.9 74.4 70 . .5 49.6 36.4 30.4 25.2 15.3 9.0 fi.O 

Work-only 0.0 0.0 0.0 0.2 2.6 7.0 18.0 23.7 20.6 17.5 17.6 17.4 I4.R 

Military 0.0 0.0 0.0 0.0 0.7 3.8 7.6 8.4 8.3 7.2 5.9 5.2 4.6 

Full Work 0.2 0.4 1 .0 2.3 3.7 8.3 16.7 25.6 32.9 4 1 .8 54.0 6 1 .3 68 . .5 
Other 0. 1 0. 1 0.2 1 .0  1 .4 2.7 4.2 3.R 5.3 5.8 5 . .5 6.0 5.7 

[N] [ 1 265] [ 1 265] [ 1 263] [ 1 262] [ 1 258][ 1 253] [ 1248] [ 1 245] [ 1239] [ 1 223) [ 12 14) [ 1 199) [932) 

Black 

School-only 98.8 93.4 83.9 63.2 32.0 19.8 10.5 6.6 5.0 4.4 3.8 1 .6 1 .0 

Work-School 1 .3 6.4 1 4.7 35.8 6 1 .8 .57.9 42.8 27.5 1 7.3 1 3  .. 3 8.4 6.6 3.9 

Work-only 0.0 0.0 0.0 0. 1 1 .8 7.3 18. 1 25.5 30.8 26.6 23.1 23.4 23.9 

Military 0.0 0.0 0.0 0.0 0.6 5.7 10.6 1 1 .4 1 1 .5 10.0 7.9 7.4 6.2 

Fnll Work 0.0 0.3 0.8 0.5 2.0 5.4 10.6 16.4 25.2 33.7 4.5.3 48.8 53.9 

Other 0.0 0.0 0.6 0.4 1 .8 3.9 7.5 12.6 10.2 12.0 1 1 .5 12.4 1 1 . 1  

[ N] [797) [797) [796) [796] [796] [793] [792] [787] [785] [78 1 ]  [772] [761) [fil l ]  

lli�7umic 
Sclmol-or1ly 98.4 93.5 7R.fi .55.7 2 1 .6 12.0 7.3 4.0 .5.4 2.4 0.8 1 .0 0.3 

Work-School 1 .2 5.9 1 9.2 38.8 63.9 57.4 39.6 27.7 16.7 14 .2 1 1 .2 .5.4 5.�) 

\Vurk-nn\y 0.0 0.0 0.2 0.8 5.3 1 3.2 22.8 26.3 24.3 24 . .5 22.4 20 .. 5 1 8  .. 5 
Military 0.0 0.0 0.0 0.0 0.6 3.6 6.3 6.8 6.8 4.0 4 . 1  4.4 3.S 

Full Work 0.2 0.4 1 .0 2 9  .5.5 9.5 1 8.0 27.5 38.1 44.9 52.2 .59.5 63.0 

Other 0.2 0.2 1 .0 1 .8 3. 1 4.3 5.9 7.8 8.8 10.0 9.4 9. 1 .�.6 

[N] [5 1 1 ] [5 1 1 ]  [5 1 0] [.5 1 0] [509] [507] [505] [502] [.502] [499] [492] [482] [373] 

Sourcf•: NLSY Civilian Sample. 

� The large drop in sample counts results hl•cause the youngest cohort (age 13 in 1978) had not reaclu·•(l ag<> 25 by 
1 989. th� last observation yPar in onr sample. 

In summary, the results in Table 3 indicate rather distinct pathways 
from school to work across race and ethnic lines. Equally striking in this 
regard is the selection of young men into the category of idleness, that is, 
neither working, in the military, or enrolled in school. At age 23, 10% of 
Hispanic men, 12% of black men and 6% of white men are neither work
ing nor enrolled in school. The idle, while only a minority of each group, 
are presumably the least employable among each demographic group. The 
relative size of this group is striking, especially in light of what persistence 
in this state portends over the lives of young men. We hasten to note that 
the age-specific estimates do not imply persistence in any state, yet it is 
troubling to note that the share idle during young adulthood increases 
rather than declines, and this is particularly so for minority men. 
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Conclusions and Implications for Further Research 

Our results show that Hispanic young men have a higher rate of early 
school withdrawal and a higher rate of early labor force entry than do 
blacks. In fact, black youth appear to confront greater difficulties securing 
jobs whether or not they are enrolled in school. If employment during 
school is considered, whites arrive in the labor market earliest and blacks 
latest. Considering military experience as employment does not alter these 
conclusions. However, restricting the definition of labor market entry to 
that which occurs after school departures, Hispanic youth enter the market 
at a faster rate than either white or black youth, and they maintain their 
experience advantage through age 23. 

The slower rates at which black youth enter the labor market before 
leaving school signal accumulating disadvantages which are not as dis
cernible when focus is restricted to post-school labor force entry. Thus the 
greater persistence of blacks in school, coupled with their relatively higher 
rates of military enlistment, are the main sources of the labor market dis
parities observed among the unconstrained estimates of labor market entry. 
Our results underscore the sensitivity of conclusions about labor market 
entry and school departure to the criteria used to define first job. For 
blacks, military experience provides a gateway to full-time employment 
more so than for whites and Hispanics. This fact has potentially ominous 
consequences for minority men's future employment opportunities given 
the recent downsizing of the military. Although the employment effects of 
the tapered military-industrial complex are likely to be regionally uneven, 
they will toll heaviest on minority youth, particularly blacks, who tradition
ally have had higher enlistment rates than their white or Hispanic counter
parts. If we are correct, race and ethnic differences in early labor market 
experiences could widen during the 1990s and beyond. 
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D ISCUSSION 

DANIEL B. CORNFIELD 
Vanderbilt University 

In response to the ghetto riots of the late 1960s, the U.S. Riot Commis
sion, also known as the Kerner Commission, posed two strategies for 
reducing racial inequalities in economic livelihoods in the U.S. First, the 
integration strategy consisted of mainstreaming ethnic-racial minorities 
into the corporate economy. Second, the self-help strategy entailed the 
development of a black enclave economy driven by black entrepreneurial
ism largely within predominantly black communities. The Commission 
favored the integration strategy partly because of its assessment that the 
socioeconomic segregation and ghettoization of blacks had engendered the 
glaring racial inequalities which had prompted the riots. Also, from its own 
moral standpoint, the Commission envisioned a racially unified society 
rather than one based in dualism. 

Integrationist and separatist tendencies are represented in the papers 
presented in the session on "Ethnicity in the Workplace." Taken together 
then, the papers allow us to explore the sociological conditions under 
which the two strategies are likely to be most effective in reducing racial 
economic inequalities. My synthesis of these papers leads me to conclude 
that a multi-prong approach better confronts the complex realities of racial 
inequalities than does either strategy alone. 

The papers suggest that the effectiveness of the two strategies is medi
ated by the social class of the focal workers. Although sociologists almost 
universally acknowledge the profound class effects on life chances, few soci
ologists agree on the definition of class. I draw upon two leading concepts 
of class-that is, the neo-Marxian and conflict-sociology concepts-to con
ceive of class in terms of both ownership status and formal authority and 
bargaining power. Concretely, this view of class is a relational one that is de
fined in terms of various types of employment relationships. Using this con
cept of class, three social classes are implied by the papers of this session: 
( 1) the self-employed, (2) unionized workers, and (3) nonunion workers. 

Author's Address: Department of Sociology, Vanderbilt University, Nashville, TN 
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The papers suggest that the effectiveness of each strategy varies by 
class. The Butler paper suggests that the effectiveness of the self-help 
strategy may be greatest for the self-employed or entrepreneurial class in a 
black enclave economy. It is this class which has developed salaried profes
sionals in subsequent generations. 

By showing that race eflects on worker solidarity and mobilization hold 
only for nonunion workers, the Hodson paper suggests that unions effec
tively remove race as a determinant of mobilization. This union effect on 
race as a determinant is consistent with the tradition of U .S .  industrial 
unionism whose racial ideology has tended to be more universalistic than 
that of U.S. craft unions. Indeed, most of the unions in Hodson's sample 
are industrial unions. This implies that the integration strategy is most 
effective among workers who are organized into industrial unions. 

The Reskin and Ahituv et a!. papers suggest that unregulated labor 
markets which engender occupational race and ethnic segregation also 
engender deep racial-ethnic inequalities. Black youth, according to Ahituv 
et al. ,  enter the labor force later than whites and are segregated into lower 
status jobs. The Reskin paper suggests that occupational race-ethnic and 
gender segregation tends to reproduce socioeconomic inequalities. This 
implies that segregation is most harmful to nonunion, minority, and women 
workers. 

These class variations in the effectiveness of the two strategies imply 
that a strategy will most benefit a racial-class group of workers when the 
strategy helps that group to attain oligopolistic status in the product mar
ket. Black entrepreneurs in an ethnic enclave economy may benefit from 
oligopolistic status .  Similarly, industrial-unionized workers often are 
employed in oligopolistic industries. Nonunion minority workers are more 
likely than others to be employed in the small-business sector. Lacking 
union voice, these workers may be most vulnerable to separatist strategies. 

The papers, then, suggest that a multi-prong strategy may be the most 
effective approach to reducing racial economic inequalities. Coupled with 
inclusive universalistic unionization, this approach can address the class 
variations in economic circumstances that complicate the effort to achieve 
racial equality. 
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I nvestigat ing Career Flexib i l ity Among 
U n ion-Represented Employees 

KAREN E. BOROFF AND KUSUM W. KETKAR 
Seton Hall University 

The literature on career mobility is expansive (e.g., Feldman and Arnold 
1986; Calor and Sicherman 1988; Gattiker and LaiWood 1990; Gould and 
Penley 1984; Kelly and Guy 1991; LaiWood and Gattiker 1986; Lazear 1979; 
Poole, Langan-Fox, and Omodei 1991; Sicherman and Calor 1990). At the 
same time, researchers have investigated the correlates of occupational 
mobility (e.g., Bamberger 1986; Byrne 197.5; Carey 1990; Dauffenbach and 
Grimes 1989; Doeringer and Piore 1971; Fosu 1992; Johnes 1988; Pfeffer 
and Ross 1982; Rosenfeld 1979; Weiss 1971). However, with the exception of 
Waddoups and Assane's ( 1992) work, there is little research that investigates 
the propensity of individuals, once employed, to tool themselves aggressively 
for alternate employment, especially among nonmanagerial occupations. 
Given that opportunities for upward advancement in today's large businesses 
are declining while at the same time the structure of jobs is changing, it 
becomes important to know how businesses and workers prepare themselves 
for these changes. From such an understanding, educational institutions can 
better train individuals to become more flexible in their career orientations; 
firms can gear recruitment strategies to acquiring employees who better 
match their needs for frequent occupational and geographical shifts. 

The Framework 

The term "career mobility" generally has been used to define those job 
movements that result in a promotion for the individual (Sicherman and 

Borofl"s Address: Seton Hall University, Room 245 Stillman, South Oran�e, NJ 07079-
2692. 
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Calor 1990) .  "Occupational mobility" is defined as "workers who change 
from one occupation to another" (Carey 1990:55). Career orientation, "the 
amount of expressed interest in a job or career," has also been studied 
(Poole, Langan-Fox, and Omodei 1991 :985). Our term, "career flexibility," 
is broader and more inclusive than career or occupational mobility or 
career orientation. Career flexibility, as we describe it, has three character
istics-occupational flexibility, locational or geographical flexibility, and 
career mobility. So, we seek to study those individuals who are more flexi
ble in their careers-either exhibited by their willingness to relocate for 
lateral opportunities, to seek promotional opportunities, or to acquire job
related or non-job-related education-in short, to do "what it takes" to 
maintain their employment status. 

In previous research on mobility of workers (career, occupational, geo
graphical, or otherwise), one must necessarily address the question "mobil
ity over what domain?" To put it differently, are workers mobile within the 
firm, thereby confining one's focus to the operation of internal labor mar
kets ( ILM) ,  o r  across firms, an external labor market (ELM)  focus? 
Researchers have already enlightened us on the differences between ILMs 
and ELMs (Doeringer and Piore 1971; Dunlop 1958, 1988; Flanagan 1984; 
Freeman and Medoff 1984; Kerr 1954, 1988; Okun 1981; Parsons 1986; 
Rosen 1985; Wachter and Wright 1990; Williamson, Wachter, and Harris 
1975, to name a few) .  

However, two phenomena in the workplace tend to make less definite 
the boundaries of ILMs and ELMs. First, we note that there have been 
structural shifts in the U.S. economy, technological advances within firms 
that have changed ways of operating, an intensification of global competi
tion, and internal restructuring of firms that have flattened managerial 
hierarchies. These combine to make opportunities more scarce within the 
ILM. At the same time, firms are allocating more resources to tuition assis
tance programs, job retraining efforts, incentive separation programs, early 
retirement "buyouts," and outplacement counseling services. These tend to 
"push" workers out of the firm, employees who may still have many years 
of productive worklife ahead of them. Thus firms are no longer merely try
ing to keep employees within their own ILMs. They view jobs outside the 
firm as "fair game" for their surplus employees and will expend resources 
to make these employees competitive for such jobs. Indeed, even unions 
(see, for example, the collective bargaining agreements between the 
United Auto Workers and the major automobile manufacturers or  the 
agreements of the Communications Workers of America and AT&T) have 
bargained tuition assistance programs, job retraining, and outside-the-firm 
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placement services. These are all aimed at making those they represent 
able to find work, even if these members, as a result of their new job 
opportunities, sever their connections with the unions. So while Wachter 
and Wright ( 1990:242) are concerned that there is no "integrated model of 
the ILM that might be useful to labor relations specialists and practition
ers," an even larger concern is "what factors combine to explain the likeli
hood of individuals to move both within ILMs and outside of them?" 

Wachter and Wright ( 1990) put forth four characteristics that explain 
the likelihood to move within an ILM. These are match-specific invest
ments, risk aversion, asymmetric information, and transaction costs. Even 
though the focus of Wachter and Wright's work was on ILMs, Sicherman 
and Calor ( 1990) developed a theoretical model to explain career mobility 
within and across firms and occupations. Their empirical model included a 
number of demographic and socioeconomic variables that could be used to 
quantify the effects of the four aforementioned characteristics of ILMs. 
Interestingly, though, Sicherman and Calor's work was an attempt to 
explain both ILM movement as well as ELM movement. However, their 
work did not take into account noneconomic factors, such as the attitude 
towards work, in explaining occupational and career mobility. Long ago 
these factors were recognized by Dunlop ( 1958) and Kerr (1954, 1988) as 
important explanatory variables in accounting for ILM behavior. And if one 
hopes to link the movement behavior of workers both within ILMs and 
ELMs, as Sicherman and Calor hoped to and as we will do subsequently, 
this is a significant omission. 

In this paper we empirically test, in a preliminary fashion, Wachter and 
Wright's integrated model as it applies to career flexibility. Behavioral, 
socioeconomic, and demographic variables are used as measures of match
specific investments, risk aversion, asymmetric information, and transac
tion costs. The proxy variables and their hypothesized signs are given in 
Table 1 .  The supporting research that guides the formation of these 
hypotheses is also provided. As can be seen, the hypothesis on education is 
indeterminate a priori. Formal education is predicted to increase informa
tion, thereby making workers more career-flexible; alternatively, education 
can also lead to greater specialization, reducing occupational choices and, 
thus, making one less career-flexible. 

The Data Set and Estimation 

In order to determine the variables that can explain career flexibility, we 
relied on a unique data set. In October 1991, the first author administered 
a survey to a random sample of occupational (nonmanagement) employees 
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investment 

Risk aversion 

Infonnation 
asymmetry 

Transaction 
costs 
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TABLE 1 
Detenninants of Career Flexibility 

How It Is Operationalized 

Tenure in one's job (-) and 
company (-) 

Union representation (-) 

Company loyalty (-) 

Fonnal education (-) 

On-the-job performance (+)  

Current income ( - )  

Age (-) 

Satisfaction with current job (-) 

Satisfaction with current pay (-) 

Whether one has experienced a 
layoff (+) 

Sex (females more risk averse) 

Minority status (-) 

Control over one's job (-) 

Desire to exit the firm ( + ) 
Confidence in management (-) 

Assessments about other 
employment (-) 

Assessments on investment 
in job (-) 

Formal education ( +) 

Marital status (-) 

More dependents at home (-) 

Age (-) 

Supporting Conceptual or 
Empirical Literature 

S&G ( 1990); C (1990); D&G ( 1989); 
W&D (1992); G&L (1980) 

S&G ( 1990); W&D (1992) 

Authors' hypothesis 

B ( 1986); S&G (1990); D&G (1989); 
W&D ( 1992) 

Authors' hypothesis 

Authors' hypothesis 

C (1990); D&G (1989); G& L ( 1990); 
W&D ( 1992) 

G&L (1989); P,L,&O ( 1991) 

Authors' hypothesis 

Authors' hypothesis 

K&G (1991); S&G ( 1990); L&G (1986) 

S&G (1990); W&D ( 1992) 

G&L (1989) 

Authors' hypothesis 

Authors' hypothesis 

Authors' hypothesis 

Authors' hypothesis 

B ( 1986); S&G ( 1990); D&G ( 1989); 
W&D ( 1992) 

S&G (1990); D&G (1989); G&L ( 1990); 
P&R ( 1982); F&R (1987); W&D ( 1992) 

G&L ( 1989), F&R ( 1986), W&D ( 1992) 

C ( 1990); D&G (1989); G&L ( 1990); 
W&D ( 1992) 

of a multinational firm (Boroff and Keefe 1991) .  These employees worked 
either in the firm's manufacturing or service divisions and either were non
represented or represented by one of two unions. The survey was managed 
according to the Dillman ( 1978) design. In all, of the 8 100 surveys mailed, 
3160 were returned, representing a response rate of 39%. 
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This firm bargained with its unions in 1989, among other things, an 
employment security package with three major elements. The first element 
was a training and retraining program for all employees. Individuals inter
ested in enhancing existing skills and acquiring new ones could seek train
ing under this program. Second, the firm and its unions bargained an inter
nal transfer and promotion plan. This plan gave employees information 
about company job openings nationwide and their associated skill require
ments. Furthermore, employees could submit themselves for consideration 
for these jobs. In the event that employees faced imminent layoff, they 
could receive priority placement under the plan, as well as relocation reim
bursements should they be required to relocate. Third, the parties negoti
ated a tuition assistance program enabling employees to increase their for
mal education even for occupations not within the firm. These three 
programs were subsequently extended to the firm's nonrepresented em
ployees. 

These three programs form the basis of the dependent variable, career 
flexibility, in this study. Career flexibility (CAREER FLEX) is an index, ranging 
from zero to three, that measures whether individuals used none, one, two, 
or three of these career-enhancing programs. The higher the score, the 
greater the career flexibility of the individual. The independent variables 
are defined below in Table 2. Ordinary least squares multiple regression is 
used to estimate the equation. 

Results and Discussion 

\Vhen the empirical equation was first estimated, we ran collinearity 
diagnostics on it. While managing collinearity problems in multiple regres
sion is ambiguous, Belsley et al. ( 1980) recommend that if condition num
bers on eigenvalues are greater than 20, those variables whose variance 
proportion is . . 5 or greater be deleted from the estimation. As a result, 
WAGES, AGE, JOBINVEST, RATING, and CONTROL were omitted in the final 
regression equation. As we studied the data, we did find that EDUCATION 
and WAGES were correlated but concluded that EDUCATION was the uncler
lying construct behind WAGES. So we opted to include EDUCATION and not 
WAGES. 

Looking first at the match-specific investment factors , we observe that 
loyalty to the firm (LOYALTY) and whether one is represented by the union 
(UNREP) is positively associated with career flexibility. This latter finding is 
unexpected. Perhaps union-represented employees are urged to "use" that 
which has been bargained for them; one could also argue that union nego
tiators, sensitive to the needs of their members, would bargain that for 



Independent 
Variable 

JOBTENURE 
COTENURE 
UNREP 
LOYALTY 

EDUCATION 
RATING 
WAGES 
AGE 
JOBSATI S 

PAYSATI S 

LAIDOFF 

SEX 
MINORITY 

CONTROL 

EXI T  

CONFIDENCE 

OTHER JOB 
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TABLE 2 

Identification and Definition of Independent Variables 

Definition 

Measures the length of time in one's current job. 
Measures the length of time in the firm. 
Measures whether the respondent is represented by a union. 
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An index measuring the degree of loyalty one has to the firm, measured by 
attitudinal statements from the survey, as follows: "I generally say good things 
about the company even when other people criticize it:· and "I sometimes 
wear clothing (hat, jacket, pen, etc.) that bears the company's logo or symbol." 
Respondent' were a, ked to specify their degree of agreement (I =strongly dis
agree; 5=strongly agree) with the statement. The Cronbach alpha is .6. 
Measures the number of years of formal education. 
Measures respondents' performance rating on their current jobs. 
Meamres respondents' current income from their jobs. 
The respondent's age. 
An index meamring the degree to which respondents are satisfied with their 
current jobs, as specified in four disagree/agree statements: "I am satisfied 
with my current job," "My work provides me with a sense of personal fulfill
ment," "My work is interesting and challenging," and "I am satisfied with th<> 
type of work I do." The Cronbach alpha is .9 
An index meamring the degree to which respondents are satisfied with the pay 
of their current jobs, as specified in the disagree/agree statements: "I am satis
fied with my pay at the company" and "I am satisfied with my benefits at the 
company." The Cronbach alpha is .5. 

Mea" Ires whether the respondents ever were laid of!' by the linn (!>=not laid 
off, ! =laid off). 
Measures the percent of the respondents that are female. 
Measures the percent of the respondents that are minorities, all nonwhites, 
reported by themselves. 
An index mea"Hing the degree to which respondents ff'el that they have con
trol over their jobs, as specified in the disagree/a�ree sb,.temf'nts: "I have a 
good de�ree of freedom in the performance of my daily tasks," "I have the 
opportunity to ex<>rcise my own judgment on the job," and "I make most work 
df'cisions without first consulting my superior." T: .-: Cronbach alpha is .R. 
An indf'x measuring whether one plans to exit the firm, as specified in the dis
awee/agree statements: "I am seriously considering quitting the firm for an 
alternative employer," "I have recently spent some time looking for another job 
outside the finn," and "During the next year I will probably look for a new job 
outside the finn." The Cronbach alpha is .9. 
An index meamrin� the degree to which respondents feel that they have confi
dence in management, a' specified in the disagref'lagree statement: "The peo
ple in charge generally know what they're doing." 
An index measurin� thf' degree to which respondents feel other jobs outside 
the firm are available, a' specified in the disagree/agree statements: "Accept
able jobs with other employers can always he found" and "It is possihle for me 
to find a lwtter job with another employer than the one I have now with the 
company." The Cronbach alpha is .7. 
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TABLE 2 (Continued) 

Identification and Definition of Independent Variables 

Independent 
Variable 

JOBINVEST 

MARRY 
SUPPORT 

Definition 

An index measuring the degree to which respondents feel that they have 
invested in their jobs, as specified in the disagree/agree statements: "I have put 
a lot into this job with the firm" and "My life would be disrupted if I left my 
work at this company." The Cronbach alpha is .3. 
Measures the percent of respondents that are married. 
Measures the percent of respondents that have dependents at home for whom 
they must care. 

TABLE 3 
The Determinants of Career Flexibility 

(Standardized Beta Coefficients Are Reported) 

Standardized Beta 
Independent Variable Coefficient T-Statistic 

JOBTENURE -.17 -7.84QIU 
COTENURE .01 .38 
UN REP .08 3.96000  
LOYALTY .04 1.91' 
EDUCATION . 19 9.03"' 
JOBSATIS -.10 -4.66'" 
PAYSATIS .05 2.51"' 
LAID OFF .04 1 .83' 
SEX .16 7.15" ' 

MINORITY .06 2.90' "  
EXIT -. 1 1  4.66'" 
CONFIDENCE -.03 -1 .38 
OTHER JOB -.01 -.54 
MARRY -.01 -.58 
SUPPORT -.03 1.25 

Adjusted R': 16 
F -Statistic: 20 .34 ••• 
Sample Size: 2172 (includes only full-time employees) 
'significant at the . 10 level; "significant at the .05 level; " "significant at the .Ol level 

which their constituents were most desirous. Either would help to explain 
the positive relationship. Since we subsequently control for layoff status, 
one cannot conclude that the reason union-represented employees are 
more apt to be flexible is because their jobs are threatened. From the next 
two variables in this category we learn that if one is satisfied with one's job 
(JOBSATIS) or has accumulated tenure with it (JOBTENURE), there is a reluc
tance to be flexible--expected results. 

Continuing our focus on the match-specific investment, the coefficient 
on EDUCATION is positive and significant. In fact, career flexibility is most 
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sensitive to this variable .  Recalling that there were two competing 
hypotheses on this variable, we now have observed that the positive infor
mation asymmetry effect of education on career flexibility outweighs the 
negative match-specific investment effect. 

The risk-aversion factors also inform us of the propensity to be flexible. 
A positive relationship is observed for assessments about one's pay 
(PAYSATIS ) , contrary to the hypothesized expectation. Females (SEX) are 
more apt to be flexible, perhaps accounted for by their need to accommo
date spousal and child-rearing responsibilities. It may also represent their 
desire to upgrade themselves, to enhance earning power. In any case, the 
finding on SEX does seem to run counter to stereotypes that may exist 
about the flexibility of female workers. As might be expected, those who 
have experienced a layoff (LAIDOFF) are more apt to be flexible. 

Turning to the information factors, other trends emerge. We see that 
the intent to exit the firm (EXIT) is accompanied by an aggressive career 
flexibility stance. Minorities (MINORITY) are more likely to be career-flexi
ble for perhaps the same reason that women are-to improve earning 
power. This also challenges previous research on the career mobility of 
minorities (Sicherman and Calor 1990; Waddoups and Assane 1992). 

Neither of the two variables measuring transaction costs, MARRY or SUP
PORT, were statistically insightful, although the latter variable did approach 
significance. The greater one's child-rearing responsibilities, the more apt 
one is to be flexible. This probably reflects a need to maintain income for 
the family, thereby urging individuals to find ways to maintain their 
employment status. 

In all, we see that employing the Wachter and Wright model provides 
useful information in understanding the career flexibility of workers. 

Conclusions 

Previous scholars have used either behavioral attributes of workers or 
their socioeconomic characteristics to explain their nonemployment mobil
ity or career flexibility within ILM or ELMs. This paper is an improvement 
over existing studies because of its integrated approach toward both mar
kets and worker attributes and their characteristics. It is observed that 
three socioeconomic characteristics of workers (i.e., their sex, minority sta
tus, and formal education) help explain the variation in career flexibility. 
Furthermore, three worker attributes ( i.e . ,  length of time at current job, 
job satisfaction, and workers considering leaving the firm) also contribute 
to explaining the variation in career flexibility. 
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From the outset our objective was to inform practitioners on how best 
to make their work force career-flexible. Confirming the arguments of 
Reich ( 1991), now Secretary of Labor, the importance of formal education 
is a foundation requirement for a flexible work force, even taking into 
account a worker's assessment of job satisfaction. If workers stay in the 
same jobs for too long, however, this dampens their career flexibility. So 
firms may want to consider rotational assignments for employees. Given 
existing rigidities of personnel movement in collective bargaining agree
ments, this recommendation poses a challenge to unionists and managers 
alike. Furthermore, this challenge is made even greater when coupled with 
the finding on job satisfaction. Those satisfied with their jobs tend to be 
less career-flexible. This raises the possibility that the employees here may 
tend to be more centered on their jobs and less on developing career ori
entations. 

One may take issue with the construction of the dependent variable. 
We feel otherwise. It does measure actual behavior. Perhaps one form of 
behavior is more indicative of career flexibility over the next, but that can 
be adjusted by weighing the dimensions appropriately. 

This study could be extended in a number of directions. One, the 
empirical findings are based on cross-section data from only one corpora
tion. The validity of explanatory variables could be tested by using time
series data from a number of firms. Second, this study omits several socio
economic variables such as home ownership and its location, occupation 
and work status of a worker's spouse-factors that may significantly impact 
career flexibility. Third, the findings of this study are based on only worker 
responses. If employer attitudes and behaviors are taken into account, then 
a different picture may emerge. 

Having said this though, we still feel that this study has made an impor
tant contribution to the concept of and the determinants of career flexibility. 
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Determinants of Effectiveness 
i n  Gainsharin g  P rograms :  
F ind ings and I mpl ications 
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Gainsharing is expected to be one of the fastest growing human resource 
strategies during the 1990s (Graham-Moore and Ross 1990). Although the 
positive effect of gainsharing is well known (e.g., Bullock and Lawler 1984; 
Graham-Moore 1983; Schuster 1983; U.S. GAO 1981; Voos 1987, 1989), few 
studies have addressed why the gainsharing programs succeed or fail and 
what factors contribute to such success or failure. This theoretical vacuum 
has been recognized by many scholars in the field (e.g., Bullock and Lawler 
1984; Gowen and Jennings 1991; Mitchell et al. 1990; White 1979). 

To identify the determinants of performance in gainsharing programs, a 
theoretical model explaining and predicting the success of gainsharing pro
grams was proposed and tested using survey data from 269 firms with gain
sharing experience in the U.S. and Canada. ' 

A Theoretical Model 

The research questions addressed in this study were (1 )  What factors 
cause a gainsharing program to succeed or fail, and (2) How do these fac
tors influence the effectiveness of gainsharing programs? Since the gain
sharing program is a group-level intervention, simply applying individual
level motivation theory (e.g., expectancy theory and learning theory) to the 
gainsharing program could be misleading (Hammer 1988). In the present 
study I formulated and tested a theoretical model designed to address both 
individual workers' motivation and group-level issues in one integrated 
model. As seen in Figure 1, the model '� built on the framework of the 
expectancy model, incorporating needs rheory and group issues repre
sented by labor relations factors. The expectancy theory provides a compre
hensive model of gainsharing which not only addresses most previously 
mentioned determinants of gainsharing performance but also generates a 

Author's Address: Industrial Relations Research Institute, University of Wisconsin
Madison, 6235 Social Science Building, Madison, WI 53706. 
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FIGURE l 

A Theoretical Model: 
An Application of the Expectancy Model to Gainsharing 

Factors Affecting Valence: 

l. Employee Bonus Share 

2. Frequency of Bonus Payments 

3. Degree of E mployee Involvement 

Factors Affecting Expectancy: 

l. Employee Understanding 

2. Consultant Involvement 

3. Labor Intensity 

4. Gainsharing Group Size 

Factors Affecting Instrumentality: 

l. Financial Situation 
2. Product Market Situation 

Labor Relations Factors: 

l. Employee Seniority 
2. Employee Education 

3. E mployee Votes 

4. Approval Rates at Votes 

5. IR Climate 

fi. Union Support 

lr 
Gainsharing Perf(mnance 

Product Quality 

Labor Productivity 

Production Costs 

Production Efficiency 
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number of new testable hypotheses! A description of the proposed model 
will follow, addressing expectancy, instrumentality, valence, and labor rela
tions factors in the context of the gainsharing program. 

First, workers' expectancy in gainsharing is defined as the beliefs that 
workers hold regarding the extent to which their efforts will influence gain
sharing group performance. Since higher expectancy is expected to lead to 
better performance in expectancy theory, it can be hypothesized that fac
tors affecting workers' expectancy in gainsharing programs will have posi
tive effects on gainsharing effectiveness. These factors include employee 
understanding of the program, labor intensity of the production system, 
small gainsharing group size, and the degree of consultant involvement in 
operating the program. 

Second, workers' instrumentality in gainsharing is defined as the beliefs 
that workers hold regarding the likelihood of being rewarded in accor
dance with group performance. Factors affecting workers' instrumentality 
in gainsharing programs include a good financial condition of the firm and 
a growing or expandable product market. 

Third, workers' valence in gainsharing is defined as the value workers 
place on the rewards they expect to receive in gainsharing programs. In the 
present study, workers' valence will be addressed in the framework of 
needs theory. That is, the valence of the gainsharing programs will be 
determined by the strength of gainsharing rewards in satisfying workers' 
needs. Factors affecting workers' valence include the degree of employee 
involvement systems, the proportion of employee share to the total bonus 
pool, and the frequency of bonus payments. 

Finally, since individual employees' motivation can be modified by the 
peculiar group settings to which they belong, it should be recognized that 
gainsharing effectiveness can be influenced by group-level phenomena 
(e .g . ,  free-rider problems, industrial relations climate, collective voice 
mechanisms of workers, and union participation or opposition). In order to 
treat the group-level issues, labor relations factors in gainsharing were 
addressed in the framework of expectancy theory. Labor relations factors 
were represented by six variables: level of employees' formal education, 
degree of employee seniority, employees' majority approval in votes and 
their approval rates, industrial relations climate, and level of union support. 

Research Methods 

The population of this study was all firms in the U.S. and Canada that 
either had experience with a gainsharing program in the near past or were 
implementing programs at the time of the study. To identify firms with 
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gainsharing programs, I contacted (by mail and telephone) ( 1 )  consulting 
firms dealing with gainsharing programs, (2) researchers who have done 
surveys on gainsharing, (3) international and local unions, (4) union officials 
and managers who attended a labor education program on gainsharing at 
the School for Workers of the University of Wisconsin-Extension, and (5) 
publications of the U.S. Department of Labor dealing with work innovation. 

After identifying plants with gainsharing experience, the data needed 
for this study were collected through a survey administered by mail. The 
survey was sent to the human resources or industrial relations manager 
who might know the details of the gainsharing program at each establish
ment. Of 622 surveys initially sent in June 1992, 334 surveys had been 
completed or partially completed and returned. Among the 334 surveys 
returned and completed, 65 could not be included in the statistical analysis 
because the responses were lacking substantial information. Thus the num
ber of usable samples in the present study was reduced to 269. 

The dependent and independent variables were measured by the ques
tions in the mail survey. Four types of dependent variables were used to 
measure the effectiveness ,of the gainsharing program: improvement in 
product quality, improvement in labor productivity, reduction in produc
tion costs, and improvement in the production process.3 

The independent variables in this study were composed of four sets of 
factors influencing the effectiveness of gainsharing programs: ( 1 )  factors 
influencing employee expectancy (e.g. ,  labor intensity of the production 
system, gainsharing group size, employee understanding of the program, 
and the degree of consultant  involvement ) ,  (2 )  factors influencing 
employee instrumentality (e.g., financial condition of the firm and product 
market situation), (3) factors influencing employee valence (e.g., degree of 
employee involvement systems, the proportion of employee share to the 
total bonus pool, and the frequency of bonus payments) ,  and (4) labor rela
tions factors (e .g . ,  level of employees' formal education, degree of 
employee seniority, employees' majority approval in votes and their 
approval rates, industrial relations climate, and level of union support).' 

To test the various hypotheses in this study, multiple regression analysis 
was performed. In addition, to test the effect of the industrial relations cli
mate and union support or opposition, additional regression analyses were 
performed for union and nonunion subsamples.5 

Major Findings 

On average, the gainsharing programs were reported to improve labor 
productivity by 4.61% and reduce production costs by 2.81 %. The results 
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of multiple regression analysis are reported in Table 1,  and major findings 
will be discussed. 

The employee participation component of gainsharing programs ap
pears to have stronger positive effects in motivating employees than the 
employee bonus share and bonus frequency. There is support for the 
hypothesis that small gainsharing group size will result in better group per
formance than large group size, while large plants will achieve better per
formance than small plants. The results suggest that the best results from 
gainsharing programs may be expected from small gainsharing groups at 
large establishments. In addition, employee understanding of the gainshar
ing program, the degree of consultant involvement, good financial condi
tion of the firm, an expandable product market, level of employee seniority 
and education, degree of labor intensity, and employees' approval and high 
approval rate in a vote appear to have generally positive relationships with 
gainsharing performance. While union participation in (or opposition to) 
gainsharing positively (negatively) affects gainsharing performance, union
ization has a generally negative relationship with gainsharing performance. 
The industrial relations climate has a stronger effect on gainsharing perfor
mance in union firms than in nonunion firms. 

Implications and Conclusion 

This study tested a comprehensive model of gainsharing which not only 
addresses previously mentioned determinants of gainsharing performance 
but also generates a number of new testable hypotheses. The findings con
firmed the effects of variables that previous researchers argued to have 
close relationships with gainsharing performance-for example, labor 
intensity (Graham-Moore and Ross 1990; McGregor 1960; Schuster 1983), 
product market situation (Graham-Moore and Ross 1990), organizational 
and industrial relations climate (Graham-Moore and Ross 1990), commu
nication and employee understanding (Graham-Moore and Ross 1990) ,  
and union support (Davenport 1950) .  Determinants of  gainsharing perfor
mance newly proposed and tested in this study were degree of employee 
involvement, employee bonus share, bonus frequency, degree of consultant 
involvement, degree of employee formal education and seniority, and 
employee majority approval at the vote and approval rate. 

The study provided some evidence to resolve a controversial issue in 
gainsharing research: the appropriate size of gainsharing groups and plants. 
Although it was found that the median size of Scanlon companies was 250 
employees (Graham-Moore 1983:30), the appropriate size of the company 
has been one of the most controversial issues in recent decades (Gowen 
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TABLE 1 

Determinants of Organizational Performance in Gainsharing Programs: 
Multiple Regression Results 

Dependent Variables 

Jmprovement in Heduction in I mprovcmeut i n  
Expected Improvement in Lahar Production Production 

Independent Variables Signs Product Quality Productivity Costs ProcP-ss 

Whole Sample (N = 269) 
Employee involvement + .14''' -.05 .34'' .17'' '  

(3.66) (-.17) (2.34) (3.40) 
Employee bonus share + -.003 -.01 -.002 -.01'' 

(-118) (-.60) (-.20) ( -2.24) 
Gainsharing group size -.0001'' -.0007' -.0004' .00004 

(-2.10) (-1 87) (-1.94) (.58) 
Firm's financial situation + .11''  .8 1''  .25 . 17''' 

(2.18) (2.34) ( 1.37) (2 64) 
Employee understanding + . 12' ' '  .52'' .290 0  .09' 

(3.24) (2.00) (2.05) (1.88) 
Bonus frequency + -.01 .91''' -.002 -.02 

(-. 1 1 )  (2 73) (-.01) (-.27) 
Consultant involvement + .07' .54' .09 .07 

( 1.66) (1.81) (.55) ( 1 . 19) 
Employee education + .04 -.84 .41 .40"' 

(.24) (-.81) (.73) (2.08) 
Employee seniority + .02 . 21'''  . .17'' • .03 

( 1 . 12) (2.29) (3.48) (1 .63) 
Employee vote + .27'' .50 .97'' .29'' 

(2.42) (66) ( 2 35) (2.05) 
Approval rate at vote + . 1 5  1.49' 74' .24' 

( 1.31>) (1.91) ( 1 77) ( 1.68) 
Unionization NA -.16 -1.15 -.30 -.31'' 

(- 139) (-1.45) (- 70) (2.10) 
Plant size + .000 1 ' '  .001'''  .0002" -.00001 

(2.22) (3.36) (2 21>) (-.30) 
Labor intensity + .02 -.02 .49" . 14' 

( .:32) (-.05) (2 10) (l.SO) 
Product market situation + .003 .1>2" 53" . 10  

(05) (2.0.5) (245) (135) 
Adjusted R' .18 .13 . 16 .22 

Union Subsample (N= 141)• 

Union support + 1-" . I 1.04' .35 .13 
(2.12) (1 .79) ( 1 1 1 )  (U\J) 

Ind. rei. climate + .03' . 18 0 1  .01 
( Ui6) ( 1 .52) ( SJ) (6S) 

Adjusted R' .2:3 . 11> 18 .31 
- -----

Nonunion Subsample (N = 127)• 
Ind. rei. eli mate -.01 . 16 - Ill  .115 

( - .41>) ( 1 .02) (- 08) (Ll2) 
Adjusted R' . 18 .17 17 . 1 :3 

· --- --
'p < .10, "p < .05, '"p < .IH 
T-values in parentheses 
•Other control variables were included in the analyses 



REFEREED PAPERS-BEHAVIORAL SCIENCES 285 

1991:88). Some suggested that the effectiveness of gainsharing programs is 
limited to small companies (e.g.,  Helfgott 1962; Katz and Kahn 1966; 
Kaufman 1992; McGregor 1960). However, White (1979) found that com
pany size was positively correlated with gainsharing success. I believe that 
one reason for the mixed evidence on the appropriate size for gainsharing 
stems from the fact that previous studies did not explicitly distinguish gain
sharing group size from the size of the whole plant. In the present study it 
was found that gainsharing group size has a negative relationship with gain
sharing performance, while plant size is positively related to such perfor
mance. In addition, in contrast to the widespread belief that Scanlon Plans 
work better in failing companies than in financially healthy companies 
(Davenport 1950; Schuster 1983), financially healthy companies appear to 
have a better chance of gainsharing success than failing companies. 

Findings of this study provide important implications. First, although 
unionization appears to have a generally negative relationship with gain
sharing performance, union participation in and support for gainsharing 
positively affects gainsharing effectiveness by influencing employee efforts. 
This finding confirmed that of a previous study by Cooke ( 1992) that 
unionized firms with jointly administered employee-participation programs 
achieved greater performance improvements than those with programs 
administered solely by management. This finding suggested that union par
ticipation and support provide an important mechanism to utilize the full 
potential of employees' collective input into the gainsharing program, and 
union opposition to the program reduces employees' efforts and commit
ments to the program. 

It provides practical implications for both union leaders and manage
ment. For management it would be wiser to solicit union support and 
induce union participation than to isolate unions in operating the program. 
It would be a poor decision for management to use the program as a device 
to weaken the unions, since such situations may result in the union's strong 
opposition to the program, and eventually the program itself can end up as 
a failure, resulting in a great waste of financial and human resource invest
ment: For union leaders this finding indicates the need for change in their 
general attitudes toward the employee-participation programs. As Kochan, 
Katz, and Mower ( 1984) indicated, the majority of American national 
unions have been passive in supporting or participating in participative 
programs .  If a gainsharing program can be more effective with union 
involvement, it would be wise for unions to be involved in administering 
the program and dividing the gains and obtaining the credit for its achieve
ments. Also, active participation is the most effective way to represent their 
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members' immedia�e concerns about gainsharing and provides an impor
tant opportunity to obtain a real and equal partnership at the workplace. 

Second, the employee involvement component of the gainsharing pro
gram appears to have stronger positive effects in motivating employees 
than the employee bonus share and bonus frequency. This finding confirms 
the original belief of Joseph Scanlon, who first developed the Scanlon Plan 
in the 1930s. Scanlon and his followers emphasized the employee involve
ment component more than the employee bonus system in defining the 
Scanlon Plan. This finding indicates that gainsharing is not just an incentive 
program. In order to be successful, the program needs an extensive system 
of employee participation through fundamental changes in the traditional, 
adversarial bargaining relationships between management and labor. 

Third, a gainsharing program which was implemented by employees' 
majority approval in a vote showed better performance than one which was 
implemented without employee voting, and the approval rate in the vote 
had a positive relationship with gainsharing performance. This finding 
strongly suggests the need for employee participation in decisions to imple
ment gainsharing programs. Although an employee vote is not used in 
Improshare and is considered optional in the Rucker Plan (U .S .  GAO 
1981 :9-10), it seems a wise choice to provide employees with opportunities 
to decide program implementation in any type of gainsharing program. 

Finally, this study identified environmental factors affecting program 
success. Degree of labor intensity, an expandable product market, and level 
of employee seniority and formal education appear to have generally posi
tive relationships \vith gainsharing performance. This finding not only pro
vides an explanation of why gainsharing cases have been rarely reported in 
certain industries (e.g., heavily capital intensive, continuous flow industries 
[Schuster 1983]), but also suggests a useful guideline to help management 
and labor decide to implement gainsharing programs at their plants. 

Acknowledgments 

The author thanks Paula B. Voos, Kenneth S. Mericle, Denis Collins, 
Craig Olson, and Richard U .  Miller for their helpful comments. This 
research was funded by the School for Workers of the University of Wis
consin and the Industrial Relations Research Institute of the University of 
Wisconsin-Madison. 

Endnotes 

1 In this study, a gainsharing plan is defined as an organizational system of employee 
involvement with a financial formula for distributing organizationwide (or department
wide) gains to share the responsibility and rewards for organizational improvement. 



REFEREED PAPERS-BEHAVIORAL SCIENCES 287 

Some standard gainsharing programs are available (e.g., Scanlon plan, Rucker plan, and 
Improshare), although custom-designed programs have also been implemented. 

2 Although expectancy theory has been presented in many different forms, its most 
general form recognizes that motivation is the product of a person's beliefs about 
expectancy (effort will lead to performance), instrumentality (performance will result in 
reward), and valence (the perceived value of the rewards). Expectancy theory claims 
that motivation is a positive function of all three components. 

3 For example, to measure changes in labor productivity due to the gainsharing pro
gram, the following question was included: "The gainsharing program at your plant 
results(ed) in an average _ % annual increase (or decrease) in labor productivity since 
the beginning of gainsharing." Respondents were asked to choose an appropriate answer 
among seven choices: more than 10% annual increase, between 7% and 10% annual 
increase, between 4% and 6% annual increase, between 1% and 3% annual increase, 
neither increase nor decrease, between 1% and 5% annual decrease, and more than 5% 
annual decrease. 

4 For example,  to measure the degree of employee understanding of a gainsharing 
program, respondents were a�ked to answer the following question. "Some employees 
may not understand the gainsharing formula even after they receive employee training 
about gainsharing programs. That is, some employees do not really know what the 
numerator and/or denominator in the gainsharing formula means. About what percent 
of employees who are (were) covered by gainsharing understand (understood) the gain
sharing fonnula at your plant? Please indicate your best estimate." Response categories 
included ( 1 )  more than 80% of employees, (2) between 60% and 80% of employees, (3) 
between 40% and 59% of employees, (4) between 20% and 39% of employees, and (5) 
less than 20% of employees. 

5 Since the survey was sent to industrial relations or human resource managers, the 
responses may have been biased in a specific direction. There is a possibility that the 
survey respondents may have overestimated or overreported the performance of the 
programs,  since they are likely to be the managers responsible for the programs. How
ever, as long as such perceptual or reporting errors in measuring dependent variables 
are not correlated with the independent variables, the effects of independent variables 
on gainsharing performance can still be properly measured. That is, although the con
stant may be biased upward because of response error in the dependent variables, the 
estimates of regression coefficients will be unbiased (Greene 1990:295); thus despite the 
probable errors in measuring gainsharing performance, the eflects of the various factors 
on gainsharing performance can be correctly estimated. 
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Employee absenteeism has received substantial attention by human 
resource management and industrial relations scholars and practitioners 
(see Rhodes and Steers 1990). Management's interests center on minimiz
ing the potential workplace disruptions absence may cause (Goodman and 
Atkin 1984) and the significant financial cost of absence (Martocchio 
1992). Labor's interests center on promoting progressive disciplinary pro
cedures in order to provide those who are absent with an opportunity to 
mitigate the effects of the factors that result in their absence (Ballagh, 
Maxwell, and Perea 1987), and to prevent a breach of an employee's duty 
to attend work regularly (Rosenthal 1979). 

Although concerned with absence for different reasons, both labor and 
management have focused on what they can do to lower voluntary absence 
levels, or absence that is within an employee's control. This is probably due 
to the fact that voluntary absence is thought to be more amenable to 
change than involuntary absence. Unfortunately, efforts to reduce volun
tary absence may be ineffective. Absence scholars have argued that it is dif
ficult to distinguish between voluntary and involuntary absence for a num
ber of reasons (Hammer and Landau 1981;  Smulders 1980). These issues 
pose problems for absence-control policies because their effectiveness 
rests on the belief that employees can take the responsibility to attend 
work regularly (see Rhodes and Steers [1990] for a review). 

To better understand voluntary absence , researchers have recently 
begun to model the employee's decision to be absent (Hackett, Bycio, and 
Guion 1989; Martocchio and Judge 1994). These efforts have rested on the 

Judge's Address: NYSSILR, Cornell University . .  '3!)3 Ives Hall, Ithaca, NY 1 48.'53-:3801 .  



2\JO IRRA 4fiTH AN!\UAL PHOCEEDINGS 

assumption that employees make decisions to be absent, and such deci
sions predict absence occurrences (e.g., Hackett et a!. 1989) .  Sti ll, little is 
known about whether employees attribute many of the reasons that consti
tute absence decisions to factors within or outside their control. Knowing 
this will better enable management and labor to effectively reduce absence 
levels. Therefore, the purpose of this study is to investigate the attributions 
employees make for the factors that contribute to a decision to be absent 
from work. 

The Present Study 

Some researchers (namely, Nicholson 1977) maintain that absence is a 
differentiated phenomenon based on causes attributed to absence occur
rences by the absentee. Specifically, N icholson proposed that potential 
absence-inducing events should be classified by the employees' percep
tions of the freedom or control over the events that purportedly result in 
absence from work. On the basis of factors identified to influence absence 
decisions in past research (Martocchio and Judge 1994), four antecedents 
of absence decisions were included to examine the attributions employees 
make about each one. These include personal illness, kinship responsibili
ties, pressing work demands, and clay of the week. The rationale for the 
influence of these factors follows. 

Personal Illness 

Nicholson and Payne ( 1987) reported results of home interviews of a 
variety of employees who were asked to make attributions of their prior 
absences as well as potential future absences. They found that the vast 
majority of individuals attributed prior and potential future absence to fac
tors beyond personal control (specifically, illness) rather than to events 
within their own control such as leisure activities. Their main conclusion 
was that attributing absence to medical illness is consistent with evolving 
social beliefs about what constitutes acceptable reasons for absence in a 
particular context. This conclusion fits well with research which showed 
that medical absence was systematically related to work and nonwork 
motives ( Rushmore and Youngbloocl 1979). 

Smulders ( 1980) suggested that absence is one element of a "sick role" 
( Parsons 19.52) ,  a temporal process in which an individual moves from a 
"well" state to a state of illness, to a coping process, and finally, a return to 
a "well" state. In  particular, Sm ulders ( 1 980) argued that an absentee 
makes many, sometimes unconscious, decisions to enact the "sick role" that 
are under the influence of external circumstances (e.g., the attitudes and 



REFEREED PAPERS-BEHAVIORAL SCIENCES 291 

opinions of relatives and medical professionals as well as sickness benefits 
offered by the employer and the job situation) .  An employee is more will
ing to return to his or her job when working conditions improve or upon 
the advice of his or her medical adviser (Smulders 1980). This suggests that 
illness \viii be a very salient attribution regarding the cause of absence. 

Hypothesis 1 .  The presence of personal illness will lead to external 
attributions regarding the cause of absence. 

Kinship Responsibilities 

When an employee's kinship responsibilities are pressing (e.g., a depen
dent child or elderly relative is very ill) ,  this person will choose either to 
stay away from work to deal with the demands or attend work, leaving the 
responsibility with a spouse or other family member to deal with the 
demands. If an employee cannot rely on others to manage a particular 
episode associated with kinship responsibilities, then he or she logically 
would attribute absence to factors outside personal control. On the other 
hand, if an employee can rely on others yet chooses to be absent from 
work, then it is in his or her best interest to attribute the absence episode 
to factors outside personal control, particularly if this employee faces disci
pline due to absence. Often kinship responsibilities are deemed as a miti
gating or extenuating circumstance by employers and arbiters in absence 
disciplinary procedures ,  and such circumstances usually cause the 
employer to lessen the penalty (Ballagh et a!. 1 987; Rosenthal 1979 ) .  
Therefore, an employee i s  likely to attribute an  absence episode that i s  due 
to kinship responsibilities to factors beyond personal control. 

Hypothesis 2. The presence of kinship responsibilities will lead to 
external attributions regarding the cause of absence. 

Pressing Work Demands 

Consistent with Morgan and Herman's ( 1976) analysis  based on 
expectancy theory, an employee is less likely to be absent from work when 
there are major demands that consist of a heavy workload and pressing 
deadlines as compared to light demands. When absent during high
demand work periods, an employee is more likely to fall behind in his or 
her responsibilities. Falling behind may result in negative outcomes such 
as a reprimand or poor performance evaluation, because as indicated ear
lier, absence can be thought of as a breach of an employee's duty to attend 
work regularly. Obviously the consequences of breaching one's duty to 
work are likely to be more significant when work demands are substantial. 
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Thus when work demands are high and an absence occurs, an employee is 
going to be more likely to attribute the episode to factors beyond personal 
control than when work demands are not heavy. 

Hypothesis 3. The presence of pressing work demands will lead to 
external attributions regarding the cause of absence. 

Day of the Week 

Another factor that is expected to influence absence is the day of the 
week, or specifically, when absence occurs in relation to scheduled time off 
such as the "weekend" (Chadwick-Jones, Brown, Nicholson, and Sheppard 
1971) .  Martocchio and Judge ( J  994) found that employees were more 
likely to be absent from work on days adjacent to scheduled time off than 
during the course of contiguous work days, and we expect that the attribu
tions employees make will depend upon the timing of absence. Our ratio
nale comes from the view that absence occasionally facilitates stress reduc
t ion for employees ( G oodman and Atkin 1984) .  It is poss ible that 
employees would attribute absence that occurs during the course of adja
cent work days to factors within their personal control, recognizing the 
need to take time off to regain perspective. Along these lines, employees 
would be likely to attribute absence that occurs next to scheduled time off 
to factors outside personal control because it may be more difficult to jus
tify staying away from work either just before or after scheduled time off. 

Hypothesis 4. Absences that occur next to scheduled days off will lead 
to external attributions regarding the cause of absence. 

Control Variables 

Additional factors were expected to predict attributions about the cause 
of absence, and these factors were included as control variables because 
our focus was on isolating the attributions employees make about the fac
tors contributing to their decisions to be absent. Organizational tenure, 
age, gender, kinship responsibilities, and occupational status represent 
demographic factors that many researchers have used as proxies for the 
possible attributional processes engaged by employees to explain their 
absences (Nicholson 1977; Nicholson and Payne ] 987). In addition, three 
psychological factors were included as controls because of their anticipated 
effects on attributions. Specifically, two dispositional factors, life controlled 
by chance and internality, reflect two aspects of locus of control that were 
expected to influence attributions ( Levenson 1 981 ) .  Life controlled by 
chance refers to the degree to which a person believes chance affects his or 
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her experiences and outcomes. Internality refers to the degree to which 
people believe they have control over their own lives. The third factor, 
absence norms, refers to an employee's perception of others' (e.g., boss, 
coworker, etc . )  beliefs about the acceptability of absence. We felt that 
employees who perceived that others accepted absence as legitimate would 
be more likely to make internal attributions for absence compared to 
employees who perceived that others deemed absence as illegitimate. 

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 clericals to construc
tion workers to managers. Average age of respondents was 46.7 years (SD 
= 10.7 years) .  Sixty-eight percent of respondents were female, and 84% 
were married. Thirty-five percent of respondents had one or more children 
under 18 years of age. Whites constituted 95% of the respondents. Average 
salary of respondents was $23,095 (SD = $ 13,271). Thirty-six percent of 
respondents had a high school diploma, 43% had an associate's degree or 
completed some college work, 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 were promised a $ 15 honorarium in return for completing the 
survey. Subjects also were asked to sign an informed consent form. Sub
jects were sampled from all departments within the university. From a 
potential pool of 460 respondents, 165 useable surveys were returned, rep
resenting a response rate of 36%. 

In an effort to minimize self-report bias, the focal employee's locus of 
control was evaluated from the perspective of a "significant other" (i .e. ,  a 
spouse or family member). The relationship of the significant others to the 
respondents was as follows: spouse (74%);  close friend ( 19%); sibling (3%); 
parent ( 4%) .  Archival data were obtained from university personnel 
sources in order to further reduce reliance on self-report data. These mul
tiple sources of data should yield a more accurate, complete, and unbiased 
estimate of the core constructs. 

In order to compare the degree to which the sample of respondents was 
representative of the population, respondents and nonrespondents were 
compared with respect to their age, organizational tenure, race, gender, 
salary, and job type. No significant differences were found, suggesting that 
respondents were representative of the larger population of employees. 
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Research Design 

A mixed experimental design was used, incorporating both within-sub
jects and between-subjects components (Keppel l982). When the research 
question is focused on decision making, this design is known as policy cap
turing and has been widely used in the study of decision-making processes 
within the organizational context. The factors we manipulated were illness, 
kinship responsibilities, pressing work demands, and day of the week. Each 
factor, with the exception of the illness factor, contained two levels (i.e., the 
factor was present or not). The illness factor contained three levels (i.e., ill
ness was not a factor, minor illness, and major illness). The four within-sub
jects independent variables were completely crossed, which permits assess
ment of the independent effects of each factor on attributions regarding 
the cause of absences. Crossing the factors resulted in 24 (2 x 2 x 2 x 3) 
scenarios which contained all possible combinations of the independent 
variables. As a means of assessing reliability of the dependent variable, six 
scenarios were replicated. In order to minimize order effects, the scenarios 
were presented in the survey in random order, and the factors were pre
sented in random order within each scenario. Each participant was asked 
to read each description as a set of factors that he or she might encounter 
on a scheduled work day. An example of a scenario is provided. 

Assume that on a day that you are scheduled to work you have the fol
lowing event(s) occurring: 

• You are in the middle of your scheduled work week. It's been two 
days since you have had time off from work, and it will be two days before 
you have some scheduled time off. 

• You need to take care of your children or have other family responsi
bilities. 

• You have a heavy workload or an important deadline at work you 
must meet. 

• You do not feel well today and are physically unable to take on your 
normal duties. 

Measures 

External Attribution About the Cause of Absence 

Belief about whether the absence occurrence depicted in each scenario 
was due to factors external to employees (e.g., beyond the employees' con
trol) was operationalized in the following manner: "If you were absent 
given the above circumstances, would this absence be within or beyond 
your control?" A seven-point Likert-type scale was used, and it was 
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anchored by "totally within my control" to "totally beyond my control." 
Reliability of the dependent variable was calculated by computing reliabil
ity coefficients for each of the six replicated scenarios and then averaging 
the six reliability coefficients. The resulting reliability estimate of this mea
sure was . 87. 

Life Controlled by Chance and Internality 

Levenson's ( 1981) internality, powerful others, chance ( IPC) scale was 
chosen to measure these factors. The IPC reflects three dimensions of 
locus of control, internality and chance (both of which were defined ear
lier), and powerful others (the degree to which people believe other per
sons control events in their lives). Because it did not seem relevant for the 
purposes of this study, the powerful others subscale was not included in the 
analysis. The s ignificant others of the respondents rated the degree to 
which they felt the focal employees would endorse a number of statements 
reflecting internality ("he believes that to a great extent his life is controlled 
by accidental happenings") and chance ("he believes that when he makes 
plans, he is almost certain to make them work"). The reliability of the inter
nality subscale was .72 and the reliability of the chance subscale was .77. 

Absence Norms 

Six items assessed the extent to which an employee agrees with the notion 
that others view absence as legitimate. Participants responded to a seven
point Likert-type scale anchored by "strongly disagree" to "strongly agree." A 
sample item includes "My supervisor would probably be upset if I missed 
work" (not counting absences due to illness, civic duties, scheduled holidays, 
or scheduled vacations). The reliability estimate for this scale was .65. 

Derrwgraphic Variables 

Organization tenure, age, gender, and occupation were taken from data 
contained in the university's archival records. Information on kinship 
responsibilities (number of dependents) was collected from a specific 
question on the focal employee survey. 

Analyses 

The data set used for the analysis was constructed by duplicating indi
vidual difference variables (e.g., age, internality) and then appending these 
to the four within-subject manipulations and attributions (30 for each indi
vidual). Conceptually, duplicating between-subject factors is appropriate 
because a between-subject factor can affect the respondent's reaction to 
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each scenario. For example, internality may influence an absence attribu
tion each time an individual is presented with a hypothetical choice, much 
like internality could influence absence attributions over time (e.g., each 
time an individual is confronted with an actual choice and subsequent attri
bution). Statistically this is appropriate because each reaction to a scenario 
is an independent event, and each event becomes a dependent variable 
(Hays 1981 ) .  Since each of the 165 respondents reacted to 30 scenarios, 
the sample size used for the analysis was 4,950 (30 x 165, less cases deleted 
due to missing values) .  

Results 

The regression results are presented in Table l .  Except for age and 
gender, the control variables were statistically significant and influenced 
attributions as suggested in the absence literature. Hypotheses 1 and 2 
received support; that is, the presence of illness and kinship responsibilities 
lead to external attributions. Hypotheses 3 and 4 were not supported. The 
beta coefficient was significant for pressing work demands (Hypothesis 3), 
but in the opposite direction indicating that a heavy workload leads to 
internal attributions. For day of the week (Hypothesis 4), the beta coeffi
cient was not s ignificant, indicating that the occurrence of an absence 
episode in relationship to scheduled time off did not influence attributions. 

Discussion 

We examined the attributions employees make for their absence from 
work. Specifically, our focus was on the extent to which employees take 
responsibility or attribute absence to factors beyond their personal control. 
Our study was prompted by the recognition that both labor and manage
ment seek to minimize absence levels within the workplace with absence 
control policies and disciplinary procedures that are founded on the pre
sumption that employees make choices to attend or miss work. 

We found support for some of our hypotheses. Not surprisingly, an 
examination of the standardized regression coefficients showed that illness 
exerted the greatest influence on absence attributions such that illness was 
attributed to factors beyond personal control. This finding fits well with 
theoretical research on the assumption that some employees may assume 
the "sick role" (Parsons 1952). Also, attributing absence to factors beyond 
one's personal control often mitigates the effects of disciplinary actions 
taken by the employer against the alleged transgressor because it is diffi
cult for an employer to prove whether an "ill" employee was sufficiently ill 
to perform his or her work duties safely (Ballagh et a!. 1987) . 
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TABLE 1 

Regression Predicting External Attributions Regarding the Cause of Absence 

Standard 
Variable Beta Error T 

Control Variables (De11Wgraphic) 

Organizational tenure .053 .013 4.063 ° 0  
Age -.027 .015 -1 .786 
Male - .003 .014 -0.444 
Kinship responsibilities .053 .014 3.687° 0 
White collar -.034 .014 -2.345 

Control Variables (Psychological) 

Life controlled by chance .036 .014 2.689° 
Internality -.088 .013 -6.626 ° 0  
Absence Norms .078 .013 6.055° 0 

Main Effects 

Illness .465 .012 38.o2s o o  
Pressing work -. 161 .012 -13.225 ° 0  
Kinship responsibilities .229 .012 18.723 ° 0  
Day of the week -.001 .012 -0.057 

Adjusted R' = .279oo 

o r < .o5, o o r  < .m 

The next largest effect was for the presence of kinship responsibilities. 
Historically, attributing absence to kinship demands, whether of dependent 
elders or children, was common (Rhodes and Steers 1990). As argued ear
lier, it was not clear whether kinship was within or outside the control of 
employees. However, labor force projections suggest that both spouses in a 
relationship will increasingly assume full-time work outside the home 
(Wetzel 1990). Therefore, increasingly external attributions may be made 
for kinship responsibilities as employees may not as readily rely on their 
spouses to deal with these demands. 

Contrary to our hypothesis, we found that pressing work demands lead 
to internal attributions rather than external attributions. Our rationale, 
advanced previously, was based on expectancy theory. With this in mind, 
attributing absence to factors within one's personal control, particularly 
when work demands are high, would be tantamount to an admission of 
shirking. 

An alternative rationale for the pressing work demand factor relates to 
the beliefs employees may have about the salutary effects of absence during 
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high-demand periods (Goodman and Atkin 1984). In particular, employees 
may take responsibility for a particular absence when work demands are 
heavy, reasoning that absence is a necessary respite from work in the short 
term that may help "charge their batteries" for sustained productivity over 
the long run. Along these lines, it may be harder to justify taking an absence 
when work demands are relatively light. Clearly, additional research is 
needed to rigorously compare the expectancy theory explanation advanced 
a priori with this alternative explanation. 

Finally, our hypothesis for day of the week did not receive support. In 
fact, the standardized regression coefficient was essentially zero, which sug
gests that likelihood of attributing absence either to internal or external fac
tors based on when absence occurs is not significantly different. Earlier we 
presented rationale for an employee making external attributions for 
absences that occur next to scheduled time off. An alternate rationale is that 
an employee would make internal attributions for such absences because 
there would be relatively less disruptions due to absence when absence 
occurs just before or after scheduled time off compared to a period of con
tiguous work days when he or she is in the "middle" of a work project. 

Strengths and Limitations 

A strength of our study lies in the use of control variables and reliance 
on employees in a work context. Also, collecting data from three sources 
should yield a more accurate, complete, and unbiased estimate of the core 
constructs. Another strength is based on our duplication of some of the 
scenarios in order to assess the reliability of participants' ratings. Finally, 
our advance promise of confidentiality and explicit informed consent 
should have reduced the chance that participants provided socially desir
able responses to questions. 

In spite of these strengths, we recognize that this study is not without 
limitations. One limitation is external validity. Potential problems with 
external validity were minimized by having an independent sample of 
employees from the sponsor who were similar to the group of subjects in 
this study generate the list of factors that contribute to absence decisions. 

In conclusion, we identified at least some of the circumstances that 
lead employees to take responsibility (and shed responsibility) for being 
absent. Such information may help inform labor anJ management about 
ways to effectively reduce absence in the workplace. 
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DISCUSSION 

RAMON J. ALDAG 
University ofWisconsin-Madison 

The Boroff and Ketwar papers' emphasis on flexibility is laudable, but 
some methodological issues need attention. For one, the dependent vari
able is the sum of three participation elements, but we aren't told their 
intercorrelation. The elements may reflect different attitudes, intentions, 
and subsequent behaviors, and combining them should be done cautiously; 
this is more than just a question of appropriate weighting. The low re
sponse rate is also a concern, especially since the paper doesn't consider 
whether respondents differ from nonrespondents. And some alphas are 
unacceptably low, calling for scale purification. 

Also, I'm not convinced that the construct being assessed is really best 
labelled career flexibility. I 'd like the paper to begin with an explicit defini
tion of flexibility. The definition implicitly provided-doing what it takes to 
maintain one's employment status-seems homeostatic, with flexibility 
seen as maintenance oriented rather than as, for instance, oriented toward 
improving one's condition. Career flexibility is conceptualized in the paper 
as having three components-occupational flexibility, locational flexibility, 
and career mobility. That is, mobility is subsumed in flexibility. I'd prefer to 
keep flexibility, which is a state or condition, distinct from mobility, which 
is a response and may be due to many things beyond flexibility. 

Further, career flexibility is operationalized as participation in elements 
of an employment security package. Such participation may reflect many 
things besides flexibility per se, such as perceived lack of job security, need 
for security, or trust in the union. While some of these sorts of variables are 
considered in the paper as possible determinants of flexibility, my question 
is whether the construct taps something more fundamental than these 
things and, in particular, something that is best labelled career flexibility. 
Some of the apparently surprising findings become less so if we interpret 
"flexibility" in terms of these other variables. Also, flexibility has ability and 
motivation components, each with distinct determinants and consequences, 
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but the hypotheses are based on arguments relating primarily to the moti
vation component. Since the components aren't necessarily congruent, it 
would be useful to develop hypotheses about ability to be flexible and to 
consider their degree of consistency with the motivation-related hypothe
ses. 

Future research should employ longitudinal designs and expand the 
nomological net of career flexibility, including consideration of how the 
construct relates to antecedents such as need for security and perceived 
lack of job security, to self-perceived and other-perceived career flexibility, 
and to consequences such as subsequent within-firm and between-firm 
mobility. Research must try to clearly demonstrate that what is being 
assessed is really flexibility. 

The Judge and Martocchio paper examines attribution of externality of 
causes of one's own absence. A related issue is how we make attributions of 
the externality of others' absence; comparison of these results to those of 
research employing an identical design but asking subjects to make attribu
tions of externality of causes of others' absence could be interesting. 

Methodological points deserve consideration. First, it seems odd that 
the measure of norms regarding absence excludes norms relating to 
absence due to illness even though illness is one of the absence causes con
sidered. Also, use of a single organization-a university-raises concerns 
about generalizability. Further, locus of control is assessed by a significant 
other; this may be confounded by impression management, degree of 
familiarity, and other factors. 

The study develops a single policy for all subjects. It may be useful in 
future research to do policy capturing by individual, to cluster individuals 
based on similarity of policies, and to consider correlates of differences 
across clusters. Also, the authors accept the view that locus of control is 
multidimensional but treat externality attributions as unidimensional; per
haps externality attributions are themselves multidimensional. Further, a 
nonconfinned hypothesis relates to pressing work demands. Externality of 
work demands attributions may depend on whether such demands are 
seen as acute or chronic; the scenario as presented could be interpreted 
either way. More attention to individual differences may be useful. For 
instance, Type As may blame themselves (perhaps appropriately) for heavy 
workloads, as may procrastinators, those with low self-esteem or those with 
high levels of guilt. The findings may be telling us that there are a lot of 
guilty procrastinators at the university studied. 

Also, the paper assumes externality of attributions to be a function of 
cause of absence, but there may be other causal directions. For instance, 
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suppose I've (perhaps subconsciously) decided not to go to work one day; 
perhaps I've just developed an aversion to the workplace. I know I can't 
call in bored, and I want to think of myself as a good person. Dissonance 
theory would predict that if I've decided to be absent, I may convince 
myself that I'm sick or may focus on my kinship responsibilities or may per
ceive my workload to be the sort that lets me take the day off. Further, the 
particular dissonance-reducing mechanism employed may depend on the 
need for an external attribution, perhaps as a function of organizational 
norms or individual personality characteristics. Longitudinal designs are 
needed to properly examine this issue. 

Finally, I'd like more discussion of how the findings-primarily that 
people tend to see illness and kinship responsibilities  as externally 
caused-can help labor and management find ways to effectively reduce 
absenteeism (and of whether such reduction is necessarily desirable). 



DISCUSSION 

WILLIAM J. BIGONESS 
University of North Carolina at Chapel Hill 

Confronted by increasing competitive pressures, organizations are initi
ating a variety of strategies to enhance their absolute and relative competi
tiveness. Frequently adopted strategies include expanded capital invest
ment, new product introductions, downsizing, outsourcing, and mergers 
and acquisitions. In the area of human resource management, new initia
tives are also in evidence including programs in the areas of employee 
involvement, diversity training, culture change, leadership development, 
and career management. Interestingly, renewed attention is also being paid 
to decades-old programs in the area of employee incentive programs 
including gainsharing programs. 

As Mr. Kim correctly notes, most previous gainsharing research has 
focused on the relationship between gainsharing programs and a narrow 
range of independent variables. The present study expands considerably 
the number of variables examined and their effects on gainsharing pro
grams. Mr. Kim's model of the determinants of gainsharing programs' 
effectiveness includes 15 independent variables. Furthermore, unlike 
many previous gainsharing studies which utilized a single measure to assess 
the effectiveness of gainsharing programs, Mr. Kim's study includes four 
measures to assess the performance of gainsharing programs. 

While Mr. Kim is to be complimented for the breadth of his study, this 
breadth is achieved at the cost of considerable methodological rigor. Thus 
the study's findings must be viewed with considerable caution. First, gain
sharing programs vary widely across a number of dimensions. For example, 
the size of the organizational unit covered, the size of the bonus adminis
tered, and the frequency with which the bonus is awarded all vary consid
erably among different gainsharing programs. This study makes no attempt 
to distinguish between gainsharing programs based on these differences. 
Rather, the study simply collapses across these differences. As a result, the 
degree to which these three differences or others might significantly affect 
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gainsharing programs is unknown. In addition, in the present study, com
panies that are in the process of implementing gainsharing programs are 
included in the sample as well as companies which have had such programs 
for some time. Whether companies that are implementing gainsharing pro
grams can accurately assess their effects on organizational outcomes is 
questionable. 

In the early portions of his paper Mr. Kim spends considerable time 
discussing expectancy theory as an appropriate theoretical framework 
through which to view gainsharing programs. Expectancy theory is, how
ever, an intra-individual theory of human behavior. As such, a test of 
expectancy theory relative to gainsharing programs requires that the 
expectancies, instrumentalities, and valences of workers participating in a 
gainsharing program be assessed. Unfortunately, these data are not 
included in this study. Instead, the data are obtained from personnel man
agers at the sample firms who may or may not be covered by the firm's 
gainsharing program. Furthermore, because personnel managers often are 
heavily involved in the implementation of gainsharing programs their 
objectivity in assessing such programs is suspect. 

Related to the concerns expressed above, all data presented in this 
study are self-report data. Given the time and resources which firms have 
devoted over the past decade to measuring numerous organizational out
comes, it is unfortunate that this study relied exclusively on self-report 
measures of firm performance. This reader also would have found it help
ful if the author had provided more information concerning how the inde
pendent and dependent variables were assessed. Finally, given the reliance 
on self report data and the absence of an experimental design, it is impossi
ble to know whether or not firm productivity actually improved. 

As noted previously, one of the commendable aspects of this study is 
the inclusion of numerous independent variables. In several cases, how
ever, this reviewer did not understand the rationale behind a number of 
the relationships predicted between independent and dependent variables. 
For example, the author predicts a positive relationship between large 
plant size and the success of gainsharing programs. This prediction appears 
at variance with a growing body of management research which shows an 
inverse relationship between organization size and many important organi
zation phenomena, including employee job satisfaction, innovativeness, 
and responsiveness to customer needs. 

In closing, as organizations seek to enhance their competitiveness and, 
in tum, their profitability, who shares in such enhanced profits is an impor
tant practical and moral question. This paper is helpful in identifying the 
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diversity of factors which may contribute to the success or failure of gain
sharing programs. At a time when executive compensation has become an 
issue of considerable scholarly research and public debate and the real 
income of the average American worker has remained stagnant for 20 
years, gainsharing research appears clearly warranted. 



XI. REFEREED PAPERS: 

I NDUSTRIAL RELATIONS 

How Strikes I nfluence Work- I njury 
D u ration :  Evidence from the 

State of N ew York 

W. DAVID ALLEN 
University of Alabama in Huntsville 

Understanding of the determinants of the duration of post-injury 
absences from work continues to evolve. Several recent empirical papers
including Butler and Worrall ( 1985), Johnson and Ondrich ( 1990), and 
Krueger ( 1990)-have documented the importance of workers' compensa
tion benefits. These papers have focused on the response on the part of the 
injured worker to existing benefit levels and to exogenously occurring 
changes in those benefits, but few have examined how work-injury dura
tion and severity might be affected by industrial upheavals such as those 
caused by work stoppages (strikes) .  This paper argues that because em
ployers typically hire temporary replacement workers when their regular 
workers go on strike, firms are more likely to experience more severe work 
injuries during strikes, owing essentially to the replacement workers' unfa
miliarity with the jobs (and the concurrent danger surrounding them) that 
they are called upon to perform. This, of course, implies longer absences 
from work due to injuries. 

The following section presents a brief conceptual sketch of how the hir
ing of replacement workers may lead to more injuries. In the model, the typ
ical firm is cast as a producer of two commodities--output and injuries-and 
injury production picks up after a strike. Results of empirical tests of the 
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hypotheses and conclusions are presented below using data on individual 
injury cases from New York State. 

Conceptual Model: The Joint Production of Output and Injuries 

As Oi ( 1973) has written, work injuries are "undesirable by-products of 
production processes that are intended to produce economic goods for 
consumption" (p. 43). Certain firms jointly produce output and injuries in 
much the same way that certain other firms jointly produce output and 
noise or output and environmental pollution. Once we accept this fact, it 
becomes possible to understand conceptually the relationship between 
strike activity and work injuries. 

In a joint-production setting, a firm may produce the commodity 
injuries (X1) as a function of output (�), physical capital (K), and human 
capital (H).  In a short-run analysis, we may regard the levels of output and 
physical capital as fixed and human capital as variable. If human capital 
manifests in such characteristics as experience working a particular job or 
skill level in general, then it is clear that greater levels of H will translate to 
lesser values for X1 : workers with more experience know better how to 
avoid injury on the job, and likewise for workers trained to do certain jobs, 
experience aside. 

Literally overnight, a strike removes experienced and skilled laborers 
from the production process. But firms experiencing strikes do not simply 
cease operation; production must continue, regardless of which workers 
might be available. As a result, firms commonly use replacement workers. 

Replacements may be recruited either from within, as office and cleri
cal personnel (often nonunionized, accounting for their availability) are 
assigned to production work, or from without, where temporary employees 
are hired from the ranks of moonlighters or the unemployed. However 
recruited, replacement workers unquestionably have lesser human capital 
skills specific to the job they are filling than the incumbents. Workers 
recruited from within are by no means unskilled; their skills are merely 
specialized toward other jobs. Workers recruited from without may very 
well have experience at production work, but not necessarily at working the 
new job. Since injuries occur as an inverse function of human capital skills, 
injury severity as well as the length of time away from work because of 
injuries are likely to increase during strikes. 

With this as conceptual background, the empirical analysis that follows 
attempts principally to test the hypothesis that greater strike activity leads 
to (1 )  longer spells away from work following an injury and (2) greater seri
ousness of injuries. This hypothesis implies two corollaries: when strike 
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activity decreases, injury duration declines, and when strike activity does 
not change, injury duration does not change. The following section con
tains a description of the methodology used to test these hypotheses. 

Empirical Model 

During the 1970s, the state of New York saw a great amount of varia
tion in strike activity: the number of strikes varied widely in almost every 
significant industry from year to year. But at the same time, many indus
tries' strike activity stayed fairly stable during this period. Because of this 
variation between industries, it is possible to identifY pairs of consecutive 
years in which strike activity either increased dramatically, fell off dramati
cally, or stayed essentially the same from one year to the next. Consider 
three cases in point: 1  ( 1 )  The construction industry in New York experi
enced 36 new strikes in 1975 and 52 new strikes in 1976, a 44.4% increase. 
(2) In 1971 New York's transportation industry experienced 52 new strikes 
but in 1972 experienced only 29, a 44.2% decrease. (3) In 1975 the trans
portation industry experienced 26 strikes, and 27 new strikes the following 
year, resulting in no substantial change.2 Given this history, it becomes pos
sible-using data on individuals who were injured while working in these 
industries in the years cited-to examine the relationship between the inci
dence of strikes and the duration of work loss subsequent to injuries suf
fered during those time periods. 

The methodology utilized for this investigation is simple log-linear 
regression analysis. The natural log of a worker's total number of weeks 
absent from wor� (ln WEEKS LOST) is regressed on a series of independent 
variables, both continuous and dichotomous, for those individuals who sus
tained scheduled' permanent partial injuries-those injuries not so serious 
as to render a worker completely unable to work but serious enough to 
leave a permanent residual impairment nonetheless. These variables are 
specified as follows: 

1. Natural log of workers' compensation benefits (ln BENEFITS ) . A worker 
injured on the job in the state of New York is entitled to weekly compen
satory benefits equal to two-thirds his or her weekly wage, subject to an 
institutionally set maximum. Specifically, benefits for a given worker i are 

(1a) 
(1b) 

B,=%W, if 2/JW, < o 
B,= o if %W, :?: o, 

where 0 represents the maximum weekly benefit amount. For the 1971-72 
sample, the maximum equalled $80; for the 1975-76 samples, the maxi
mum equalled $95.5 The sign of the coefficient ln BENEFITS is expected to 
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be positive, the hypothesis being that higher benefits available away from 
work strengthen the income effect on labor supply. 

2. Natural log of severity ( ln  TBI) . This paper, following Johnson and 
Ondrich ( 1990) and Curington (1993), uses as a measure of injury severity 
the total bodily impairment (TBI)  index. This index, created by the Ameri
can Medical Association (1984) ,  is a percentage representing the degree of 
total bodily impairment caused by a particular injury and allows the com
parison of seemingly disparate injury types. Because the TBI measures the 
degree of impairment the entire body sustains, a foot injury can be com
pared to a hand injury, for example. Previous research suggests that this 
variable should show a positive relationship with injury duration. 

3. Natural log of the worker's age ( l n  AGE) and natural log of the 
worker's weekly wage ( 1n WAGE) .  

4. Numerous dummy variables capturing injury type(; (see Table 1 for a 
listing), gender (FEMALE), the presence of a lawyer in the workers' com
pensation claim process (LAWYER), and whether the injury occurred in the 
second year of the sample period (AFTER). It is this AFTER dummy variable 
that captures the state of the workplace in the latter year-either more, 
fewer, or the same number of strikes as compared to the first year of the 
sample period. To capture whether being injured in the second year makes 
a difference in and of itself, AFTER enters the regression equations a� .m� as 
an intercept shifter. More importantly, AFTER is interacted \vith each of the 
dummy variables for injury type as a means of testing how suffering those 
injury types affected duration in the second year of the sample period.' it is 
expected that for Case 1--44.4% more injuries in construction in 1976 
than in 1975--the AFTER-injury-type interactions will yield positive coeffi
cients, indicative of greater seriousness among those most common of 
injury types in the second year. The interactions should yield negative 
results in Case 2 and statistically insignificant results in Case 3 .  

Regression Results 

Complete regression results appear in Table 2. The most important 
results to observe pertaining to this paper's primary inquiry are those captur
ing the interaction of the injury nature dummy variables with AFTEH. For 
Case 1 (construction, 197.5-76), each injury nature dummy variable, uninter
acted, exhibited a negative coefficient, clearly suggesting that in 1975 work
ers who sustained those injury types missed less work than those with other 
injury types. These negative signs conform to previous research. In the latter 
year, 1 976, each of these effects changes sign, with only the AMPUTATION 
dummy variable consistently unconvincing in terms of statistical significance. 
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TABLE 1 

Summary Statistics of Variables Used in Regression Analysis 
Mean 

(Standard Deviation) 

Construction Transportation Transportation 
1975-76 1971-72 1975-76 

1nWEEKS LOST 1.85 1.53 1 .61 
(9.33) (.893) (.954) 

AFTER .449 .512 .428 
(.498) ( .500) (.495) 

FEMALE .001 .004 .006 
( .036) (.061)  (.077) 

1nB ENEFITS 4.51 4.35 4.50 
(132) (. 100) ( . 157) 

1nBENEFITS• AFfER 2.03 2.23 1.93 
(2.25) (2. 18) (2.24) 

1nTBI 1.23 1.06 1 . 15 
(.648) (.732) (.675) 

1nTBI• AFTER .549 .542 .507 
( .747) (.752) ( .734) 

1nWAGE 5.39 5.09 5.32 
(.410) (.270) ( .380) 

1nWAGE•AFTER 2.42 2.62 2.30 
(2.69) (2.57) (2.67) 

FRACTURE .494 .567 .495 
(.500) (.496) (.500) 

FRACTURE" AFTER .212 .302 .207 
( .409) (.459) (.406) 

AMPUTATION .021 .Oll .Ol l 
( . 145) ( . 105) ( . 102) 

AMPUTATION" AFTER .015 .009 .005 
(. 122) (.093) ( .067) 

CUT . 183 . 126 . 143 
(.387) (.332) ( .350) 

CUT• AFTER .083 .062 .056 
(.277) ( .005) ( .229) 

BURN .018 .005 .009 
( . 132) ( .070) (.095) 

BURN" AFTER .011 .002 .003 
( . 106) (.050) (.055) 

BRUISES, STRAINS, . 199 .254 .269 
DISLOCATION (BSD) (.400) (.436) (.444) 
BSD •AFTER .088 . l l6 . 123 

(.284) (.320) (.329) 
1nAGE 3.52 3.58 3.57 

(.367) (.340) (.338) 
1nAGE•AFTER 1.57 1 .83 1 .53 

(1 .76) (1 .81)  ( 178) 
LAWYER .251 .244 .216 

(.434) ( .430) ( .41 2) 
LAWYER" AFTER . l l4 . 123 . 108 

(.318) (.329) ( .3ll )  
792 811  666 
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TABLE 2 

Results of Log-Linear Regression Analysis of Strikes and Permanent Injury Duration 
Dependent Variable: I n(WEEKS LOST) 

Construction Transportation Transportation 
1975-76 1971-72 1975-76 

INTERCEPT -2.55 1.38 .492 
( 1 .31) (.76) (.38) 

AFTER 3.60 2.62 - 1 . 14 
( 1 .55) ( 1 .01)  (.50) 

FEMALE . 181 .240 .784 
(.22) (.54) ( 1 .87) 

1nBENEFITS 1 .17 .060 .656 
(2.26) ( . 1 1 )  ( 1.56) 

1nBENEFITS' AFTER -1 .04 -.506 .207 
( 1 .66) (.6.'5) (.29) 

1nTBI .SS6 .638 .523 
(8.77) ( 1 1.24) (7.90) 

1nTBI'AFTER -.097 -.194 . 123 
( 1 .02) (2.44) ( 1 .20) 

1nWAGE -.232 -. 182 -.365 
(1 .59) (.82) ( 1 .86) 

1nWAGE' AFTER .077 . 102 .094 
( .. 37) (.35) ( .32) 

FRACTURE -.481 .023 -..'522 
(3.22) ( . 10) (2.93) 

FRACTURE' AFTER .584 -.431 .477 
(2.66) ( 1 .4.5) ( 1 .81) 

AMPUTATION -. .574 - 1 . 1 1  -.587 
( 1 .47) ( 1 .89) ( 1 .32) 

AMPUTATION" AFTER .626 .738 -.20.'5 
( 1 .31) ( 1.08) (.30) 

CUT -1 .0.3 -.36.5 -1.01 
(6.19) ( 1 ..52) (.5.04) 

CUT' AFTER . .560 -. .595 .337 
(2.28) ( 1 .83) ( 11 1)  

BURN -1 .2.5 -.142 -1 .33 
(3.2.5) (.24) (2.99) 

BURN" AFTER .92.5 -1..56 .686 
( 1 .87)' ( 1  91)' (.89) 

BRUISES, STRAINS, -.707 -.418 - .9.36 
DISLOCATION (BSD) (4.37) ( 1 .85) (5.07) 
BSD'AFTER .440 -.502 .360 

( 1 .84) ( 1 .6.5) ( 1 .34) 
1nAGE .0.'58 .080 .025 

(.46) ( .69) ( . 18) 
1nAGE' AFTER .077 - . l lO -.209 

(.42) (.66) (.98) 
LAWYER .398 .0.54 . 182 

(4.32) (.58) ( 1 .62) 
LA\VYER'AFTER -.09.3 .295 .050 

( .67) (2.21) ( ..31 )  
Sample size 792 811  666 
Adjusted R' .250 .264 .258 
Absolute value of t-statistics in parentheses. 
•Dummy variable equal to 1 if injury occurred in second year of sample period, 0 otherwise. 
• Significant at 5. 7 percent level of confidence. 
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Contrast these findings with those of Case 2 (transportation, 1971-72). 
As in Case 1 ,  the uninteracted injury nature dummies exhibited a negative 
sign, but in Case 2 when interacted with AFTER, save for amputations, the 
injury types as expected retained their negative signs. Statistical signifi
cance is not as strong as in Case 2. The CUT'AFTER result of - .595 becomes 
significant only at a 6.8% level, the BURN' AFTER result of -1. .56 at 5.7%, and 
the BRUISES, STRAINS, AND DISLOCATIONS (BSD)'AFTER result of -.502 at 9.9%. 

That the results, despite the proper sign, display weaker significance 
than those of Case 2 may reflect the limitations of the strike data used for 
sample selection. From published data sources it is known that transporta
tion in 1972 experienced 44.2% fewer new strikes than in 1971 , making it 
possible to extract the type of strike/injury-duration relationship we expect 
from the interactions-inverse. But these data sources do not indicate 
what percentage of those strikes that began in 1971 ended in or before 
1972. As a result, the full effect on work injury duration of a decrease in 
strike activity is slightly harder to capture. It is here where an analysis using 
data on firms or specific strikes would be very useful. 

Finally, Case 3 (transportation, 1975-76) acts as a "control group" of 
sorts-there was vittually no change in the number of strikes in that indus
try over those years . The results here too are telling. For each of the unin
teracted injury nature dummies except AMPUTATIONS, the effect on work
i njury duration was consistent with the other models-negative and 
significant. But when interacted with AFTER, the effects become inconsis
tent in their sign (e.g. , the effect of CUTS becomes positive, while the effect 
of AMPUTATIONS remains negative) and, more importantly, become convinc
ingly statistically insignificant. These facts serve to verifY the suspicion that 
in an industry that saw no real change in strike activity from 1975 to 1976, 
the effect on the seriousness of the injuries would be nonexistent. 

Conclusion 

The primary purpose of this paper has been to test hypotheses, hereto
fore unexplored in the literature, concerning the effect of strike activity on 
the duration of post-injury absences from work and the seriousness of 
those injuries. Empirical results were obtained via three least-squares 
regression models-one each for cases in New York industry in which from 
one year to the next the number of new strikes increased dramatically, 
decreased dramatically, or stayed the same-and indicate most strongly 
that strike activity does lead to greater seriousness of work injuries. Weaker 
support is found for the corollary argument that a decrease in strike activity 
leads to less serious injuries, as the more experienced striking workers 
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return to work. Evidence from the third model suggests that when there is 
no change in strike activity from one period to the next, work-injury seri
ousness will remain unaffected. 

There is. a large and growing body of empirical research designed to 
explain the determinants of the duration of post-injury absences from work 
(e.g. ,  Butler and Worral l 1985, Johnson and Ondrich 1990, and Krueger 
1990). Some papers include as a regressor a dummy variable capturing 
whether an injured worker was a member of a labor union. This maneuver 
approaches the issue explored here but stops short of considering whether 
actual work stoppages-indeed often initiated by unions-may contribute 
to the incidence, severity, or duration of workplace injuries. The results 
reported here suggest that strikes may exert a latent influence on these 
variables that future analysis of work-injury matters might also consider. 

The results appear relevant for policy as well. A growing controversy in 
labor relations in the U.S .  concerns a practice common in American indus
try: the hiring of workers to permanently replace workers that strike. In  
general, organized labor opposed this practice for reasons of job security, 
but the results reported here indicate too that the use of replacement 
workers may-by virtue of more and severe workplace injuries-damage 
the replacements themselves as well as place an added burden onto the 
workers' compensation system. Likely, additional research into this issue 
will be needed before any public policy position can be made rigid, but it is 
not difficult to foresee the workers' compensation community concurring 
with organized labor on this point. 
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Endnotes 

1The details cited in this section ori�inate with various issues of Work Stoppages in 
Manufactwing, a periodical document published hy the U.S.  Bureau of Labor Statistics. 

2Various other industries in New York experienced no strikes at all durin� the period 
over which individual data are available. However, these industries generally represent 
only a minimal proportion of the total employment in the state, meaning that injury 
cases from those industries are either sparse or nonex.istent. An example is New York 
minin�. For most of the 1970s, no more than one strike occurred in the entire industry 
statewide; in many years none at all. But the number of injury cases originating from 
mining in any year never totalled more than 100, thus leaving any analysis of those cases 
dubious at best. 
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3N atural log of duration is used to facilitate the interpretation of the regression coe!� 
!lcients as arc elasticities as well as to normalize the duration data, which in raw f(mn 
tend to be skewed toward shorter durations. 

4"Scheduled" injuries are those whose severity, in general, are easy to assess. New 
York pays compensation according to a schedule on which weekly benefits are prespeci
Hed for certain injury types. For example, a 10% loss of use of a foot would entitle a 
worker to 20.5 weeks of bene!lts. 

"The maximum beneflt amount for scheduled permanent partial injuries has been 
changed periodically by the New York Workers' Compensation Board ( NYWCB). The 
samples analyzed in this paper ( 1971-72 and 1975-76) clearly reflect different legislated 
maximums across sample periods, hut no such change happened within a sample period; 
thus there is no problem with regard to whether work-injury duration was affected by an 
exogenous maximum bene!lt increase from one year to the next. For a discussion of the 
incentive effect of changes in maximum benefits, see Berkowitz and Burton ( 19R7) or 
Curington (forthcoming). 

&rhe reference group is "other injury types," which includes inter alia electric shock, 
injury caused by foreign objects, asphyxiation, and hernia. 

7AFTER is also interacted with LAWYER and the continuous variables. AFTER is 
not interacted with FEMALE because too few females are present in the samples to 
ensure a nonsingular regressor matrix when that interaction is included. 
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"Last Chance" Discharges at Arb itration: 
Emergent Standards of Judicial Review 

DoNALD S. McPHERSON AND BuRT R. METZGER 

Indiana University of Pennsylvania 

Starting in the mid-1980s, U .S .  Circuit Courts of Appeals began articu
lating standards for judicial review of arbitrators' decisions in "last chance" 
agreement discharge cases. Although some commentators have suggested 
that these court decisions raise new problems for employers (Reagan and 
Krampf 1992), the standards actually mirror arbitrators' customary treat
ment of last chance discharge issues. 

Last chance agreements provide for the conditional reinstatement of an 
employee who otherwise faces discharge in exchange for an agreement that 
any future violation will result in termination. Often the agreement also 
waives the right to grieve a future discharge. Such•agreements have been 
used to settle misconduct grievances for many years and, more recently, 
have become a standard feature of Employee Assistance Plans, which pro
vide for treatment as an alternative to discharge in substance abuse cases. 

Recently, federal appellate courts have been actively reviewing arbitra
tors' decisions in last chance discharge cases. The two most recent cases 
address ( 1) the scope of an arbitrator's authority to review a discharge 
penalty (Coca-Cola Bottling Co. v. Teamsters)1 and (2) the arbitrability of 
grievance waivers ( United Steelworkers v. Lukens Steel) .2 These courts 
have held that an arbitrator's authority is limited to determining whether 
the specified conditions "triggering" discharge in the last chance agree
ment were met. If so, an arbitrator should enforce the last chance agree
ment and should not review the discharge penalty using broad "just cause" 
principles.' Further, the threshold question of whether the triggering con
ditions were met is presumptively arbitrable, even when the last chance 
agreement appears to waive access to the grievance procedure, absent an 
express and specific exclusion of the matter from arbitration.' 

In order to consider whether arbitrators need to modifY their analyses 
of last chance discharge issues in light of these emergent judicial standards, 
we reviewed arbitration decisions published over a 25-year period from 

Author's Address: Graduate Department o f  Industrial and Labor Relations, 3-E Keith 
Hall, IUP, Indiana, PA 15705-1087. 
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1967-1992, using the Bureau of National Affairs Labor Arbitration Reports 
and the Commerce Clearing House Labor Arbitration Awards as sources.' 
We identified 45 published BNA and CCH discharge cases in which there 
was a bona fide last chance agreement between the employer and the 
union. Of these, 25 cases (55.6%) involve substance abuse, and 20 cases 
( 44.4%) involve various other forms of misconduct. 

We did not include cases in which the employer acted unilaterally or 
cases involving discipline other than discharge. Not all last chance agree
ment cases are routinely indexed as such by the I3NA and CCH editors, so 
some have undoubtedly eluded discovery. But we believe we have included 
all those that reasonably can be identified from a diligent search of the 
classification systems of both sources, citations in secondary literature, and 
other indexes . Our analysis reveals that the recently articulated judicial 
standards are consistent with the standards that arbitrators already have 
been applying to last chance discharges. 

Scope of Arbitrator's Authority 

The Sixth, Seventh, and Eighth Circuit Courts of Appeals have held 
that an arbitrator should not apply a broad just cause analysis when a valid 
last chance agreement is in place. In Bakers Union v. ITT Continental Bak
ing ," the S ixth Circuit reviewed an arbitrator's award reinstating an 
employee who violated the conditions of a last chance agreement. Consid
ering the employee's "long years of seniority," the arbitrator granted one 
more chance. When the employer refused to comply, the union sought 
enforcement. 

The federal district court held that because the parties did not contem
plate the last chance agreement as an amendment to their collective bar
gaining agreement, the arbitrator had authority to determine whether the 
penalty imposed was too harsh under the contract's just cause provision. 
The Sixth Circuit reversed. "Our tradition of deference to arbitral decisions 
is not based on a solicitude for arbitrators," the court observed. "That tradi
tion is based on our desire to give effect to the parties' chosen means of 
dispute resolution. When a party claims that the chosen means of dispute 
resolution is private settlement, we have no reason to defer to the arbitra
tor's decision."' The court held that a valid settlement agreement is binding 
on an arbitrator: 

It is beyond dispute that a settlement agreement readwd short of 
formal arbitration is entitled to enforcement in the federal courts 
if the agreement is final and binding on the parties . . . .  If a party 
may enforce a settlement agreement in a federal court without 
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first submitting the controversy to an arbitrator, it is reasonable to 
endorse a presumption that an arbitrator to whom the dispute is 
submitted is bound by the terms of that agreement no less than 
the court would be." 

317 

In  Ohio Edison Company v .  Local 457 Utility Workers Union, the Sixth 
Circuit reviewed the U.S .  Supreme Court's 1987 United Paperworkers v. 
Misco decision that reaffirmed judicial deference to arbitration and deter
mined that Misco did not contradict Bakers Union.9 10 The appellate court 
then reversed a district court's enforcement of an arbitrator's award over
turning a last chance discharge because the penalty was "unreasonably 
harsh," finding such rationale to be beyond the scope of the last chance 
agreement. 

The Seventh Circuit took a similar position in Tootsie Roll Industries v. 
Local Union No. 1, Bakery, Confectionery, and Tobacco Workers." There a 
discharged employee had signed a last chance agreement requiring termi
nation if she were absent more than once per month "for any reason what
soever. " Subsequently the employee was absent more than once in a 
month, including absences which normally would be excusable under the 
company's personnel policy. Applying this personnel policy, the arbitrator 
reinstated and the company then appealed. The district court vacated the 
arbitrator's award and the Seventh Circuit affirmed, finding that the arbi
trator "based his award on a policy outside the letter agreement," thereby 
nullifying the provision that the employee would be terminated if absent 
"for any reason whatsoever. "'2 

In another recent decision which reviewed Misco as well as Bakers 
Union and Tootsie Roll, the Eighth Circuit held in Coca-Cola that an arbi
trator could not apply a contractual just cause provision to determine the 
propriety of a last chance discharge. Under a last chance agreement, the 
employee was put on notice that any offense "of a similar ancl!or like nature 
in violations [sic.) of Category A Rules and Regulations will warrant your 
termination ."  An arbitrator found that the grievant had failed to clock out 
in violation of a Category A work rule. But since the employee reported 
the violation himself and had nothing to gain, the arbitrator awarded rein
statement, concluding that the violation was "de minimis" and therefore 
did not trigger the last chance agreement. 

The district court granted summary judgment vacating the award and 
the Eighth Circuit affirmed. Noting that the arbitrator's opinion discusses 
"just cause" at some length, the appellate court explained that " 'just cause' 
under the terms of the collective bargaining agreement was irrelevant . . .  
and should not have been considered." The court found that the last 
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chance agreement "superseded the collective bargaining agreement," and 
that "the arbitrator went outside that agreement in constructing the 
award."13 

These recently articulated judicial standards concerning the scope of 
arbitral authority are consistent with the views of most arbitrators in the 
published cases we examined. Arbitrators clearly are disposed to honor 
grievance settlements by the parties and enforce legitimate last chance 
agreements. In 30 of the 45 cases (66.7%}, arbitrators found that the last 
chance agreement was violated and sustained the discharge on that basis. 
Arbitrators found that the last chance agreement was not violated and 
therefore reinstated in only three cases (6.7%}. Thus the judicial standards 
mirror published arbitration decisions for nearly three-quarters (73.3%) of 
the cases. Arbitrators found that a last chance agreement was violated but 
nevertheless reinstated under a broad "just cause" review of the discharge 
in only seven published decisions ( 15.6%}. These awards clearly would be 
liable to reversal. In another five cases ( 1 1 . 1%},  arbitrators employed a 
broad just cause analysis but still upheld the discharge. Although these 
awards would not likely have been appealed, it is clear that prudent arbi
trators should refrain from applying "just cause" concepts under such cir
cumstances. 

Arbitrability of Waivers 

In addition to addressing the scope of an arbitrator's authority under a 
last chance agreement, the federal appeals courts have also addressed the 
prospective waiver of grievance rights. In Lukens, the Third Circuit held 
that the issue of whether the triggering conditions of a last chance agree
ment were met is presumptively arbitrable, notwithstanding a last chance 
agreement provision that neither the employee nor the union would have 
recourse to protest a future discharge through the grievance procedure. 
Three employees had signed last chance agreements to avoid discharge 
after testing positively for drugs. The agreements expressly provided that 
the employees could appeal discharge for any future alleged violations to 
the Disciplinary Committee (a management body), whose decision would 
be final and could not be challenged through the grievance procedure. The 
three employees subsequently became involved in alleged violations, and 
the Disciplinary Committee sustained their discharges on appeal. When 
the company refused to accept grievances, the union filed suit to compel 
arbitration. 

Finding a valid written contract precluding grievances ,  the district 
court refused to order arbitration. "The Last Chance Agreement is dear 
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and unambiguous," the district court found. "Anyone reading it would 
understand how it changed [the grievant's] rights and why."'• But the Third 
Circuit reversed, holding that "when a settlement agreement bars arbitra
tion of the penalty for violating it, yet fails to specifY who is to determine 
whether a violation has occurred, we decline to infer that the parties 
intended to exclude this threshold question from arbitration."15 

In reaching this decision, the Third Circuit favorably cited Ohio Edison 
and Bakers Union from the Sixth Circuit, Coca-Cola from the Eighth Cir
cuit, and Tootsie Roll from the Seventh Circuit, but found more direct sup
port from the federal circuit decision in Stewart v. United States Postal 
Seroice. '' There a last chance agreement provided that the grievant would 
not exceed a total of 48 hours of unscheduled absences and that a violation 
"will result in the immediate reimposition of this Removal, without further 
Right of Appeal in any Form." The Postal Service claimed the employee 
incurred 49.93 hours of unscheduled absence and reimposed his removal. 
The employee appealed to the Merit Systems Protection Board (MSPB), 
arguing that the employer's calculation of his unscheduled absences 
included two related to emergency eye surgery that were excusable. The 
MSPB denied the appeal on the ground that the employee had waived 
appeal rights. But the federal circuit disagreed and vacated the M SPB 
decision: 

If Stewart in fact breached the last chance settlement agreement, 
we agree with the board that the waiver of appeal rights the 
agreement contains is enforceable because he freely entered into 
it . . . .  Where, as here, an employee raises a non-frivolous factual 
issue of compliance with a last chance agreement, the board must 
resolve that issue before addressing the scope and applicability of 
the appeal rights waiver. 17 

Dicta in the Sixth and Eighth Circuit decisions support the Third Cir
cuit's position. In Coca-Cola, where the court vacated the arbitrator's award 
because a just cause analysis was improperly utilized, the Eighth Circuit 
nevertheless comments: " Indisputably, there are arbitrable issues here: 
whether the alleged triggering event, as defined in the agreement, actually 
occurred and whether, according to the agreement, that event really was a 
triggering event."'" In Bakers Union, the Sixth Circuit found arbitrable the 
question of whether a last chance agreement was intended to cover the cir
cumstances leading to the discharge and states that "an arbitrator may 
determine whether the sett lement agreement  has ,  in fact, been 
breached.''19 Based on Tootsie Roll, the Seventh Circuit may not agree but 
did not directly address prospective waivers because the lower court had 
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already determined that the arbitrator's award went outside the scope of 
the last chance agreement. The appellate court, in affirming a district court 
order vacating the award, observes that it has no grounds on appeal to dis
agree with that court's determination. 

Our review of the published decisions reveals that the Lukens standard 
of presumptive arbitrability is consistent v-.ith arbitral decision making con
cerning prospective waiver of grievance rights. Arbitrability was directly 
challenged because of an apparent grievance waiver in only 4 of the 45 
published cases, and in all four the arbitrator nevertheless found arbitrable 
the specific fact issue of whether the last chance agreement was violated. 

Lukens does not raise novel problems for employers and unions. The 
Lukens court found that the last chance agreement did not expressly 
exclude from arbitration the threshold issue of whether its terms were vio
lated. Any apparent waiver therefore was overcome by the strong, long
standing presumption of arbitrability policy of the federal courts. Some 
employer advocates have argued in light of Lukens that last chance agree
ments should be drafted expressly to provide that the employer's determi
nation will be final. But even in that instance, it is not at all clear that dis
charge under a last chance agreement would reliably preclude arbitration. 

For example, a union might present prima facie evidence through a 
grievance that an employer's determination was arbitrary, capricious, or 
patently wrong, contending that arbitrary or bad faith actions by the 
employer pursuant to a negotiated last chance agreement violate the 
broader contractual just cause requirement for discipline or the manage
ment rights clause or "the agreement as a whole." In Ston1 Chemical,2" a 
last chance agreement expressly stated that "the Company shall be the sole 
judge." But the arbitrator still assumed jurisdiction to review the threshold 
fact determination, ultimately enforcing the company's action under the 
last chance agreement as "neither arbitrary, capricious nor unconscion
able." 

The arbitration decision in Monterey Coal Co.21 suggests an interesting 
twist regarding the authority of local parties on the Lukens standanl. The 
union successfully secured a court order to arbitrate the factual dispute of 
whether the terms of a last chance agreement were violated, even though 
that agreement provided that a future positive drug or alcohol test result 
would result in discharge and that "no grievances, claims, arbitration, or 
lawsuit will be filed by the union or employee." The arbitrator reinstated 
the grievant with full back pay. Finding that the superior disciplinary provi
sions of the national contract were \iolatcd by the last chance agreement of 
local parties, the arbitrator also voided the waiver provision, finding it 
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"grossly contrary" to the national agreement's requirement that all disputes 
be settled "through the machinery in this contract and by collective bar
gaining without recourse to the courts." 

Unions may discover other ways successfully to implicate contractual 
provisions. We found a considerable number of last chance discharges in 
which the triggering incident was actually a second or third "last chance. "  
That is, for at least some employees, an employer chose not t o  follow 
through with automatic discharge for one or more later offenses until the 
occurrence of a "last straw" event. In such circumstances a union might be 
able to grieve inconsistent enforcement of last chance agreements by the 
employer in violation of the contractual "just cause" requirement. In other 
circumstances, a union might be able to grieve discrimination on the basis 
of race or sex or union activity, thereby implicating yet another provision of 
the contract. As these hypothetical examples suggest, presumptive arbitra
bility under the Lukens reasoning would seem to require at least limited 
arbitral review of underlying facts, even with the employer named as sole 
judge, in many conceivable circumstances. 

Published arbitration decisions reveal that the newly articulated judicial 
standards are consistent with the analytical framework already used rou
tinely by most arbitrators in last chance cases. Nevertheless ,  employer 
advocates certainly will want to cite these recent court cases in arguing 
strict limitations on the arbitrator's authority. Union advocates, on the other 
hand, will need somehow to distinguish their particular circumstances from 
those underlying Lukens if they wish to argue that the arbitrator's authority 
also flows in part from some provision in the contract and is not entirely 
restricted to the scope of the last chance agreement. And arbitrators need 
keenly to be aware that careless application of just cause concepts to last 
chance discharges carries substantial risk of reversal. In addition, arbitra
tors need to be aware that recent federal appellate court decisions clearly 
hold that the threshold fact issue of whether the terms of a last chance 
agreement were violated is presumptively arbitrable. Such heightened 
arbitral awareness should result in greater precision in issue identification 
and opinion drafting as well as lesser susceptibility of awards to appeal and 
judicial review. 

Endnotes 

1\l5\l F.2d 143H (Hth Cir., l\l\l2). 

2\l6\l F.2c.l l46H (3rd Cir., l\l\l2). 

:!Coca-Cola, supra. 
4L1tkens, .wpm. 
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5Arbitration decisions examined are Emge 52 LA 195 ( 1968); Feather-Lite 71-1 ARB 
8077 (1970); Orton 73-2 ARB 8587 ( 1974); U.S. Steel 63 LA 274 ( 1974); Armstrong 63 
LA 618 ( 1974); Story 76-1 ARB 8141 ( 1976); Sterling 67 LA 1296 ( 1976); General Tele
phone 77-2 ARB 8481 ( 1977); Warner and Swasey 71 LA 158 ( 1978); McDonnell-Dmt
glas 79 LA 43 ( 1982); Goodyear 82-2 ARB 8490 ( 1982); Bnmo's 82-2 ARB 8608 ( 1982); 
Dahlstrom 78 LA 302 ( 1982); General Dynamics 79 LA 182 ( 1982); Hayes 81 LA 99 
(1983); Tecumseh 82 LA 420 (1984); Joy 86 LA 517 ( 1986); Maui Pineapple 86 LA 907 
( 1986); Champion 86 LA 1077 (1986); Allied Maintenance 87 LA 121 (1986); Alta Bates 
87 LA 719 ( 1986); U.S. Steel 87 LA 973 (1986); Fmehauf88 LA 366 (1986); Alcan 88 LA 
386 (1986); National Steel 88 LA 457 (1986); Kaydon 89 LA 377 (1987); Occidental 88-1 
ARB 8268 (1987); Associated Cemeteries 90 LA 399 ( 1988); Keystone 88-1 ARB 8273 
( 1988); Georgia-Pacific 90 LA 573 (1988); Inland 91 LA 545 (1988); Schafer 89-1 ARB 
8252 ( 1989); Pontiac 92 LA 781 (1989); San Francisco Newspaper 93 LA 322 (1989); 
Butler 93 LA 441 (1989); Potlatch 93 LA 1075 (1989); Linde 90-1 ARB 8219 ( 1989); 
Alcatel 90-2 ARB 8341 ( 1989); Ohio 96 LA 71 (1990); Monterey Coal 96 LA 457 (1990); 
Tmmark 91-2 ARB 8314 ( 1990); Mead 96 LA 240 ( 1991); Gaylord 97 LA 382 ( 1991) ;  
University of Michigan 91-1  ARB 8280 (1991); Pacific Rim 91-2 ARB 8363 ( 1991). 

6749 F.2d 350 (6th Cir., 1984). 

7Id. at 354. 
8Id. at 355. 
9947 F.2d 787 (6th Cir. 1991). 
10484 U.S.29 ( 1987). 
1 1832 F.2d 81 (7th Cir., 1987). 
12Id. at 84. 
13Coca-Cola, supra, 959 F.2d at 1440-41 .  
14United Steelworkers v .  Lukens Steel Company, 140 LRRM 2754 (E.D. PA, 1991) 

[not reported in F.Supp.] .  
15Lukens, supra, 969 F.2d at 1478. 
16926 F.2d 1146 ( Fed. Cir., 1991). 
17Id. at 1 148. 
18Coca Cola, supra 959 F.2d at 1441. 

19Bakers Union, supra 749 F.2d at 356. 
20Story Chemical Corp. v. Oil, Chemical, and Atomic Workers International Union, 

Local 7-390, 76-1 ARB 8141 (1976). 
2 1Monterey Coal Co. v. United Mine Workers of America, District 12, Local 2295, 96 

A 457 (1990). 
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Tech nolog ical Change and Labor Law: 
A Modest P roposal 

STEVEN E. ABRAHAM AND BART D. FINZEL 
University of Minnesota 

\Vithin the context of the changes to workplace organization and 
employment patterns brought on by the widespread application of micro
electronics over the last t\'10 decades, it is appropriate to question whether 
the current status of U .S .  labor law enhances or impedes the ability of 
unionized firms to maximize the productive potential of new technologies. 
In particular, does labor law impose constraints on unions that force them 
to adopt strategies which, while serving the interests of their members, also 
(and perhaps more significantly) impede the rate of technological prog
ress? Would removal of these constraints allow for more effective imple
mentation of new techniques? 

Although widespread technological innovation clearly benefits society 
through increasing wealth and living standards, the individual worker 
affected by innovation may suffer a number of economic losses: possible 
redundancy leading to loss of employment and greater human capital de
preciation are two examples. 

The existence of each of these potential losses demonstrates what Blair 
( 1977) refers to as the two-track nature of technological change: While 
technological change may be a windfall gain to society, it also represents a 
windfall loss in the rate of return to the human capital investment of the 
individual whose income, skills, and/or overall satisfaction level is reduced 
because of the change. In addition, some losses will accrue to society as 
well, since it has born a portion of the cost of human capital investment. 
Although it is likely that for all of society the gains from technological 
change are greater than the losses, the individuals affected by the change 
often do not have extensive portfolios of human capital and, therefore, 
have few or no alternatives available to them to maintain their well-being. 
For these individuals the losses clearly outweigh the gains. 

This two-track nature of technological change clearly poses a dilemma for 
society: How can productivity-enhancing technological change be facilitated 
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when those most immediately affected by the change have so much to 
lose? One modest proposal, explored below, would be to revise current 
labor law to allow for greater labor participation in the implementation of 
new techniques through collective bargaining. Not only would this facili
tate labor's cooperation with the process of technical change, but it might 
also increase the pace of innovation. 

We begin with a review of the current status of U.S .  labor law with 
respect to collective bargaining over new technologies .  We then discuss 
well-known defensive strategies unions adopt when encountering new 
technologies-strategies forced by legal constraints. A latter section 
explores two possible benefits from removing these legal constraints. 

The Duty to Bargain Over New Technology 

The current status of U.S.  labor law enables an employer to implement 
technological change without having to bargain with a union over the deci
sion to do so . 1  While neither the Supreme Court nor the N LRB has 
addressed the issue, implementation of new technology is similar to other 
decisions over which the Court has held that an employer is not required 
to bargain. 

Under U.S. labor law, potential subjects for collective bargaining fall 
into three categories: mandatory (subjects which must be negotiated), per
missive (subjects which may be addressed if both parties agree but that 
either party may refuse to discuss), and illegal (subjects which may not be 
discussed even if both parties wish to do so) . 2  If technological change 
(automation) were held to be a mandatory subject, an employer would 
have to bargain with the union before implementing any technological 
change; if it were only a permissive subject, an employer would be free to 
implement a change without bargaining over its decision. 

The categorization of a particular subject as mandatory or permissive is 
a matter for judicial and/or administrative determination (the Supreme 
Court ancl!or the NLRB). Prior to 1981 ,  the range of mandatory subjects 
was considerable, based on the Supreme Court's decision in Fiberboard 
Paper Products v. NLRB3 in which an employer was required to bargain 
over a decision to subcontract maintenance work formerly done by bargain
ing unit employees. Based on the Court's decision in Fiberboard, the Board 
required an employer to bargain over a decision to automate several times.' 

The class of mandatory subjects was narrowed significantly by First 
National Maintenance Corp. v. NLRB,5 in which the Court held that an 
employer was not obligated to bargain over an economically motivated 
decision to close part of its operation. In reaching its holding, the Court 
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distinguished three kinds of management decisions: ( 1) those which "have 
only an indirect and attenuated impact on the employment relationship" 
and are clearly permissive (examples given by the Court were advertising 
and promotion, product type and design) ;  (2) those which are "almost 
exclusively an aspect of the relationship between employer and employee" 
and must be bargained (examples given by the Court were the order of 
succession of layoffs and recalls, production quotas and work rules); (3) 
those which have "a direct impact on employment . . . but ha[ve] as [their] 
focus only . . .  economic profitability." As to decisions in the third category, 
the Court established a balancing test to be used in determining whether 
bargaining is required: 

[l ]n view of an employer's need for unencumbered decision mak
ing, bargaining over management decisions that have a substan
tial impact on the continued availability of employment should be 
required only if the benefit for labor-management relations and 
the collective bargaining process outweighs the burden placed on 
the conduct of the business." 

This balancing amounted to a presumption against requiring an employer 
to bargain over decisions in the third category-a presumption which could 
only be rebutted by a showing that bargaining would "benefit harmonious 
labor relations." The Court in First National Maintenance purported to: 
"intimate no view as to other types of management decisions, such as . . .  
automation,''' presumably leaving those questions for subsequent judicial 
or administrative decision. Neither the Court nor the Board has addressed 
the status of a decision to change technology since. 

The range of bargaining subjects considered mandatory was narrowed 
still further by the NLRB in Otis Elevator Co. 8 Otis dealt with whether an 
employer was required to bargain over a decision to relocate work from 
one of its facilities to another-a decision resulting in the layoff of a num
ber of employees . In  holding that the employer's relocation was not a 
mandatory subject of bargaining, the Board set forth the following test: 

Despite the effect on the employees, the critical factor to 
determine whether the decision is subject to mandatory bargain
ing is the essence of the decision itself, i .e. ,  whether it turns on a 
change in the nature or direction of the business, or turns upon 
labor costs; not its effect on employees nor a union's ability to 
offer alternatives. The decision at issue here turned upon a fun
damental change in the nature and direction of the business, and 
thus was not amenable to bargaining . . .  [W]e hold that excluded 
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from Section 8(d) of the Act are decisions which affect the scope, 
direction, or nature of the business." 
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In  a footnote, the Board went on to state "such decisions include, inter alia, 
decisions . . .  to invest in labor saving machinery." 10 

Cases decided subsequent to Otis illustrate the following NLRB view 
on an employer's obligation to bargain over decisions affecting the scope, 
nature, or direction of the business (i.e., technological change): if the deci
s ion does not rest exclusively on a desire to reduce labor costs, the 
employer is not required to bargain before implementing its decision (see 
Atkinson 1989:451-52). Since the justification for implementing a techno
logical change is most often not going to be solely a desire to save labor 
costs, an employer will be free from having to bargain over its decision 
(Getman and Pogrebin 1988). 

While "decision bargaining" (bargaining with a union over the decision 
to implement new technology) is not required, current labor law would 
require "effects bargaining" (bargaining over the effects of technological 
changes on employees). An important difference between the two is that 
decision bargaining requires an employer to bargain with a union before 
the decision to implement new technology is made (i.e., during the delib
eration process). Effects bargaining merely requires an employer to bar
gain after the decision to implement the new technology has been made
and only over the effects of the new technology on employees (i .e. , which 
employees will be retained, severance benefits, etc.) . 1 1 

As stated above, technological change may lead to the layoff of some 
employees or a reduction in their human capital. Since unions have no 
opportunity to bargain over this decision until after it is made, they are 
forced to adopt certain inefficient strategies when negotiating collective 
bargaining agreements to minimize the effects of technological change on 
union members. 

Union Strategies Designed to Minimize the Impact of 
Technological Change 

One consequence of limiting unions to "effects" bargaining when they 
encounter new technologies is that many unions resort to overt strategies 
which are essentially defensive-seeking to protect current union mem
bers in contract negotiations by defining precisely the rights attached to 
particular jobs and protecting employment through traditional seniority 
rules.12 The widespread practice of bargaining over work rules or job classi
fications in order to mitigate the impact of technological change on the 
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work force is one such strategy. Work rules, as conceptualized here, repre
sent a myriad of nonwage aspects to employment contracts that can be 
interpreted as a means unions employ to protect the work environment 
from both anticipated and unanticipated change. To the extent that the 
effects of a new technology are unknown and possible alterations to pro
duction processes are unanticipated, at the time of negotiations, unions 
strive to constrain the technology to minimize its effects on the status quo. 
Stated differently, work rules can be viewed as "the best offense is a good 
defense" strategy. 

One well-known example of work rules are the collective bargaining 
provisions present for many years in the longshoring industry which speci
fied minimum crew sizes and at times required that workers handle each 
piece of cargo regardless of the technology in use. Craft unions limit sub
stitution of unskilled labor for skilled labor by winning rules concerning the 
required ratio of apprentice workers to journeyman workers. Clerical 
workers have been successful at limiting the continuous time individual 
workers spend operating video display terminals. Finally, the strict job clas
sifications present in many industries can influence production methods by 
requiring more workers (or a work force with a different skill mix) than the 
employer would otherwise utilize. 

Common to nearly all unionized environments, work rules are often 
targeted by economists as promoting economic inefficiency, primarily 
because the rules imply that factor prices may not equal the value of their 
marginal productivity (Simler 1965). However, confronted with labor-sav
ing technological change, unions have few other options to protect their 
membership before the change is implemented. Regardless of their rela
tive merits from a worker's perspective, work rules of this type clearly 
impede technical progress by limiting labor-capital substitution or limiting 
substitution between types of labor. ' '  

In addition to work rules, unions employ a host of alternative strategies 
to minimize the adverse consequences of technological change on their 
members. For example, some unions have strived for income maintenance 
for their members by securing severance pay provisions or wage guaran
tees regardless of skill reductions. Alternatively, unions have attempted to 
protect the employment of current members through plant-closing provi
sions, minimizing outsourcing, establishing in-firm transfer rights, retrain
ing of displaced workers, or reemployment aids . '' 

Although the importance of these strategies in reducing any individual 
welfare loss resulting from technological change should not be under
stated, they are a reactive approach to changes in technology. tvloreover, 
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these strategies clearly increase the cost to firms of new technologies which 
results in large reductions in staffing or skill requirements. They m ay, 
therefore, petversely influence the type of technology adopted or the rate 
at which it is brought on line. 

Potential Gains from Technology Bargaining 

Given that unions often are not given the opportunity to bargain over 
the decision to implement new technologies, the strategies they employ to 
protect their members from subsequent adverse consequences are neces
sarily defensive. These defensive strategies will invariably hinder the full 
realization of a technology's productivity enhancing potential. Is there an 
alternative? 

Categorizing the decision to implement new technologies as a manda
tory subject for bargaining may encourage technological innovation for at 
least two reasons. The first reason pertains to a predictable alteration in 
some of the defensive strategies utilized by unions discussed above. In par
ticular, work rules designed to protect workers from any change could be 
modified if significant change were predictable and bargainable. In fact, 
secure in the knowledge that they would be given an opportunity to bar
gain before any decision to change technology is adopted, unions might be 
willing to forego insisting on certain work rules. Moreover, by assuring that 
alterations in the work environment receive a critical appraisal from labor, 
alternatives to undesirable changes in job content or employment reduc
tions might be proposed. 15 Even on a modest scale, alternatives would pro
tect the substantial human capital investment made by society, individual 
workers, and private employers. This may partially reduce the need for 
retraining or reemployment aids. 

The second reason follows from the recognition that initially designing 
production processes to maximize human participation increases the likeli
hood of an individual worker initiating productivity-improving alterations. 
If granted bargaining rights, unions might argue for these production 
processf's . 1 " For example, Albin ( 1 985) has argued that there exists 
"closed-gate" and '·open-gate" options in job design, and that the option 
chosen may affect the quantity of incremental technological change over 
time. A closed gate is a job design where an operator has limited control 
over the production process and merely monitors machine performance. 
This option reduces the skill requirf'mcnts of the operator and typically 
decreases the wage bill in the short run. In addition, because the operator 
lacks control of the production process, there is little room for his (her) 
altering or improving the process on site. The opPn-gate option, on the 



330 IRRA 46TH ANNUAL PROCEEDINGS 

other hand, gives control and some managerial function to the operator. 
This option maintains or increases skill levels when the technology is intro
duced and is usually associated with higher init ial labor costs than 
closed-gate systems. Open-gate designs, however, leave room for disem
bodied technological change in the form of learning by doing and alter
ations to the production process by the operator. In other words, the 
option taken in job design when the technology is implemented may have 
important effects on its evolution. Significantly, for these benefits to be 
realized, bargaining over job design must occur within the context of the 
decision to implement new technology. 

Alternatively, a union might propose a restructuring of work organiza
tion to gain its support for implementing a new technology. For example, 
Carmichael and MacLeod (1993) argue that a successful strategy to elicit 
workers' cooperation with labor-saving technological change involves the 
multiskilling of workers through explicit patterns of job rotation within 
work groups on the shopfloor. In addition, they demonstrate that such 
firms will have a comparative advantage in "process" innovation. Impor
tantly, several authors have noted that the aggregate impact of improving a 
process contributes more to technological progress than does its initial 
development.'' 

In other words, additional labor influence on production methods 
through collective bargaining may lead to production processes or work 
environments that increase the rate of incremental technological change 
and have important implications for technological development. While 
these bargaining initiatives may impose initial costs on firms, the costs of 
traditional union strategies may be higher. Regardless, the costs to individ
ual firms should be taken into account at the bargaining table. If unions are 
not involved in the decision to implement new technology and can bargain 
only over its effects, the "bargain" is unlikely to take place. 

Conclusion 

AllO\ving employers to implement new technologies without bargaining 
over the decision is counterproductive in that it forces unions to negotiate 
inefficient contractual provisions in an effort to protect their members as 
much as possible. Moreover, unions' (and employees') input into the tech
nological change process might actually increase both the speed and effec
tiveness of that change. For these reasons, requiring employers to bargain 
with unions prior to the i mplementation of new technology should be 
viewed as a means to realize the full potential of new techniques. 
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Endnotes 

1Since collective bargaining is generally viewed as a constraint on an employer's 
freedom to run its business, if an employer is not required to bargain over the decision 
to automate, it is not likely to do so voluntarily. 

2NLRB v. Wooster Division of Borg Warner Corp. ,  356 U.S. 342 ( 1958). 

'1379 U.S. 203 (1964). 

4See Richland, Inc., 180 N LRB 91 (1969); Northwestern Publishing Co., 144 N LRB 
1069 ( 1963); Renton News Record, 136 NLRB 199, 1297 ( 1962). 

5452 u.s. 666 (1981) .  

6ld. at  679. 

7Id. at 686 n. 22. 

8269 NLRB 2891 ( 1984). 

9ld. at 893-894 (footnote omitted). 

10ld. fn. 5. 

l !See, e.g., ();:;ark Trailers, 161 NLRB 561 (1966). 

12Ironically, Kelly ( 1989) suggests that these job control mechanisms may undermine 
unions' ability to constrain management: "In order to avoid the constraints that existing 
work rules may impose . . .  management may simply find it expedient to assign that task 
to an existing occupation . . .  outside of the bargaining unit where those rules do not 
apply" (p. 181) .  

13Verma and Kochan ( 1 985 ) discuss the greater flexibility in work practices in 
nonunion a� opposed to union plants. 

14A Bureau of Labor Statistics study (July 1981) contains examples of contract provi
sions and identifies labor contracts that include language concerning relocation 
allowances, interplant transfers, and plant movement. In addition, many of the papers in 
Kennedy et al. ( 1 982) contain examples of model contract language within particular 
industries. 

15Union influence in this regard can be suhstantial. See Ozaki et al. ( 1 992) for 
numerous examples from Sweden, Germany, Italy, and Japan. 

16In Germany unions demand that new technology create either integrated jobs in 
which planning and supervision of a task are integrated, or group work, in which highly 
skilled workers have discretion in rotating work. These demands are similar to the 
"open-gate" job designs and "multiskilling" discussed below (see Ozaki 1992:6). 

17Rosenberg ( 1982) documents the importance of the aggregate impact of minor 
changes to a technoloh'Y by considering case studies of a variety of industries including 
petroleum refining, shipbuilding. railroads, metalworking. construction. electric power 
generation, and computers. 
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DISCUSS ION 

ADRIENNE E. EATON 
Rutgers University 

I would like to begin my remarks by suggesting a theme that holds 
these three papers together. Unfortunately, I have not been able to think of 
one. I do want to say that the pool of papers from which these three were 
selected was by and large quite disappointing. The dominant feeling I had 
after reading them was that the industrial relations profession is fiddling 
while Rome is burning: Industrial relations is a field in crisis, and collective 
bargaining is an institution in crisis, but the papers submitted for this ses
sion tended to be focused on the minutiae of traditional labor relations. 

This, in fact, is the main criticism I have of the "Last Chance" paper. 
\Vhile it is well written and well argued, its focus is extremely narrow. 
Reading the paper, I felt that I had learned a lot about a very small thing. 
I'm not even quite sure what stimulated the paper given that the circuits 
and most arbitrators seem to be in agreement on how to treat these issues. 
N evertheless, I do have a couple of (unrelated) observations about the 
broader meaning of this paper. 

On the one hand, I was surprised that even the Reagan-appointed fed
eral judiciary recognizes that waivers of appeal don't really mean a waiver 
of some fundamental due process rights (like an appeal over the question 
of whether the alleged violation has actually taken place) .  This may be an 
indicator of the ever-increasing importance of clue process and fairness in 
the workplace. On the other hand, it also seems a bit obvious that if man
agement is granted the unilateral right to determine when the last chance 
agreement has been violated, such an agreement is not worth the paper it's 
written on. N evertheless, the fact that the judiciary seems to be showing 
good sense on this issue suggests an interesting and important question: 
Has there been any systematic change in the standards of review of arbitra
tion decisions generally with the Reaganization of the federal judiciary? 

My second issue is quite different. I am curious about how many last 
chances were actually afforded in the substance abuse cases reviewed by the 
authors. I ask this because there is a school of thought that the appropriate 

Author's Address: Rut�ers University, Lahor Education Center, Ryclers Lane , New 
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model for understanding addiction is a medical, not a moral one. In this 
vein, I recently heard it suggested that substance abuse "backsliding" ought 
to be viewed as relapses of disease and not moral failures and, further, 
should be expected. Do last chance agreements actually work for substance 
abusers, or do they essentially punish "relapses"? Alternatively, are so many 
chances given that the employer becomes, in the language of the recovery 
programs, an enabler? Given our current national obsession with drug 
abuse, these also seem like important and interesting questions. 

The paper on strikes and work injuries has the potential, the author 
argues, to contribute to the current policy discussion regarding the use of 
replacements during strikes. However, the methods used make me doubtful 
as to whether the paper has anything to say about replacement workers. First, 
the author uses the terms "injury severity" and "work-injury duration" inter
changeably, while in fact the first is a determinant of the second and is treated 
as such in the equations. Further, the author is treating strike activity as essen
tially a proxy for use of replacement workers, but his data don't allow him to 
know whether replacements were actually used in the strikes in the industries 
and years studied. Here is where some institutional knowledge is essential. 
Take the industry that saw the increase in strikes (and work-injury duration): 
construction. It's actually quite difficult for me to imagine the broad use of 
replacement workers in building trades shikes in New York in the 1970s. 

In short, there may well be a relationship between strikes and work
injury duration, suggesting a hitherto unrecognized cost of strikes, but until 
I 'm presented with data on the actual use of replacements, I will be quite 
skeptical about their efficacy as an explanation for the relationship. Rather, 
I would recommend the author refine his analysis or broaden his search for 
possible explanations for this potentially interesting finding. 

This brings me to the final paper, which deals directly with an issue that 
is at the heart of the effort to examine the current legal framework for 
labor relations in the U.S .  I basically agree with the authors' conclusion 
that the decision to deploy new technologies should be a mandatory bar
gaining issue. Indeed, I have argued that the mandatory/permissive distinc
tion in general needs to be dropped, and unions and their members ought 
to be given the legal right to participate in a broad array of managerial 
decisions. In fact, it is a shortcoming of this paper that the authors do not 
place their argument in the broader debate over whether labor law should 
be changed in order to encourage a more comanaging type of unionism 
rather than the reactive, job-control unionism currently dominant. 

The greater shortcoming is the failure to discuss a number of recent 
empirical studies dealing with the issues they raise. Many of these studies 
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were reviewed by my Rutgers colleague, Jeff Keefe, in his piece in the EPI 
book, Unions and Economic Competitiveness, and I strongly urge the 
authors to familiarize themselves with this work. In particular, if they had 
reviewed this literature, they might have been somewhat more cautious 
about assuming that the inability to bargain over the implementation of 
technological change leads to "inefficient" union strategies. Keefe con
cludes from a number of studies that unionization as such has nothing to 
do with whether firms adapt new technologies and that "in most cases, 
unions welcome technological modernization; sometimes encouraging it, 
most often accepting it, infrequently opposing it, but usually seeking to 
protect their members" (Keefe 1992 : 124) .  Indeed, I would argue that most 
of the work rules discussed by the authors were intended by unions to pre
vent arbitrary decisions by individual managers, like promoting favored 
workers, rather than to "constrain" technology. 

This is not to say that there is no advantage to employers and society if 
unions were to bargain over technological change. Katz, Kochan, and 
Keefe's study (cited in Keefe 1992: 127) of productivity in General Motors 
plants found that "worker and union participation in . . .  introducing tech
nology was associated with increased productivity and improved product 
quality." Some potential reasons for such a finding are aptly elaborated by 
Abraham and Finkel; in particular, their description of the potentials of the 
"open-gate" design of production.  
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D ISCUSSION 

SUSAN SCHWOCHAU 
University of Iowa 

My comments today have a decidedly management bent-something 
you may attribute to my having spent the last seven years in business 
schools. Each of the papers we have heard presented deals with a topic 
that is of interest to both unions and employers. As industrial relations 
scholars, we tend to focus on the implications of our research on unions 
and e mployees. I believe we should also address its implications for 
employers. For this reason I take on the role of an employer and attempt 
to view the papers presented here today from that perspective. 

I begin with Allen's study on work-injury duration. This paper presents 
some very intriguing results. If, as Allen suggests, strikes influence the 
average length of time lost to injury, then the costs of strikes to my firm are 
greater than I may have realized. Of particular importance to me, however, 
is the process by which these costs are increased. I f  the primary cause is a 
reduction in the amount of human capital held by my employees, then any 
substantial increase in new hires would presumably have a similar effect. 
This would have some clear implications for my having to manage carefully 
increases in the size of my labor force. 

Thus I would be particularly interested in seeing whether reductions in 
human capital or some other factor better explains the pattern of results in 
Allen's study. Basically, I need more information before I can determine 
that I need to change the way I make decisions in bargaining. For example, 
are the people injured those with relatively less human capital? Arc they 
disproportionately replacement workers? Could speed-ups, either before 
or after strikes, also explain the pattern discovered? Finally, arf' the costs 
associated with work injury so large as to outweigh the benefits of using 
replacement workers? (You must forgive the last gucstion-I may be tak
ing this role a bit far.) 

Turning to McPherson and Metzger's paper on last chance discharge 
agreements, it appears I must accept the fact that I cannot prevent certain 
guestions from being brought to arbitration. I can be somewhat consoled by 
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the fact that most arbitrators in the authors' sample did not apply just cause 
principles to overturn the discharge. I am, however, somewhat distressed by 
the implication that even last chance agreements may be ineffective, in 
some cases, in removing a problem employee. 

This paper raises a number of questions for me. How do I need to con
struct a last chance agreement to minimize the probability that an arbitra
tor will reinstate the employee? Do I need to take into account last chance 
agreements when bargaining over other provisions in the contract an arbi
trator might be asked to consider? Finally, if I am a local employer covered 
by a national contract (but not a local contract), is my use of last chance 
agreements constrained; and if so, how? One case cited by the authors
the Monterey Coal case-seems to suggest that by using last chance agree
m ents, I am amending inappropriately a contract I have not negotiated. 
How would an arbitrator view last chance agreements under these circum
stances? 

The paper by Abraham and Finzel is to be commended for its attention 
to my efficiency interests. The authors argue that significant benefits could 
accrue to employers if the decision to implement new technology was 
deemed a mandatory topic. As an employer who currently has unilateral 
decision-making authority in this area (and who does not voluntarily nego
tiate over this topic) ,  such a change would have several implications for my 
behavior. As I imagine most employers, I do not like the notion of sharing 
with another the responsibility for decisions I now make alone. Thus I 
must regard the imposition of a duty to bargain over new technology as an 
increase in the costs associated \vith having a union represent my employ
ees. Certainly this increase in the costs would increase my desire to either 
become nonunion or to move to regions (as of January 2, to nations) where 
I do not face such costs. 

A perhaps more novel reaction to this change would be to argue that by 
making these decisions themselves, my employees are now performing the 
functions of managers. This argument may allow me to assert that the 
employees, as managers, are no longer covered by the NLRA, and thus I 
no longer have the duty to bargain with their chosen representatives. If I 
prevailed with this argument, the unions would be decertified. 

Why is this an option? The NLRB has already decided in at least two 
cases that faculty given managerial decision-making power through bar
gaining were managers under the law. 1 The means through which such 
power was conferred was irrelevant. In essence, unions could, through bar
gaining, remove employees from coverage under the act. Hence by making 
the decision to implement new technology mandatory, I, as an employer, 
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could argue that my employees are managers, and that as such, I do not 
have to bargain with them over any mandatory topic. 

This observation highlights, I believe, why it is particularly important 
for us to consider how our work not only influences unions and employees, 
but also how it influences employers. It is only through a consideration of 
all parties to the labor-management relationship that we can provide infor
mation relevant to them and also assess how that information will be used. 

Endnote 
1NLRB v. College of Osteopathic Medicine, 265 N LRB 295 ( 1 982), and NLRB v. 

Lewis University, 765 F.2d 6!6 ( 1985). 
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Contract in Japan 
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YOSHIFUMI NAKATA 
Doshisha University 

The comparative performance of the Japanese economy, which has 
been closely related to the functioning of its major labor markets, has been 
distinctive in the following ways: ( 1 )  Real hourly earnings in the manufac
turing sector have tended to grow quite rapidly in Japan relative to other 
major industrialized countries over the long period 1960-89, although this 
was not the case during the period of the two oil price shocks in the 1970s. 
(2) Relative to productivity, however, real wages in manufacturing grew less 
rapidly in Japan than in Europe and Canada. (Japan also led in productivity 
growth all along. ) (3) While hourly wage levels (in terms of purchasing 
power parity) in Japanese manufacturing had caught up with or surpassed 
those in the major European economies by the late 1970s, the working 
year (including overtime) has remained much longer in Japan. (4) Wages in 
Japan, both nominal and real, have exhibited greater "flexibility" (or cycli
cal sensitivity) in Japan than in other industrialized economies. (5) Unem
ployment has been markedly lower in Japan than in the other major coun
tries since the mid-1970s, and consumer price inflation has been lower 
since the end of the 1 970s. 
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The labor practices of Japan's major corporations, the enterprise-based 
unions with which they deal, and Shunto, the countrywide system of deter
mining annual wage changes, have all received a generous share of credit 
for this remarkable record. We shall seek to identifY some relevant struc
tural and behavioral characteristics of each of these in turn. 

Large-Scale Employers: Monopsonistic Tendencies and 
Cooperative Practices 

In many cases Japan's major firms have been characterized as oligopo
listic competitors in their product markets; and they have exhibited some 
monopsonistic tendencies within their respective labor markets and vis-a
vis traditional suppliers as well. Having been confronted with labor turbu
lence in the 1940s and early 1950s (which was accompanied by demands 
for job security) and with shortages of labor (which were associated with 
extremely rapid rates of economic growth) in the 1960s and early 1970s, 
various managerial policies and programs were adopted to help the firm 
cope with shortages and yet minimize both across-the-board wage 
increases and turnover, while maintaining high levels and rates of growth of 
productivity relative to real wages. Four examples might be briefly cited: 
( 1 )  A postwar revival of the practice of locating plants in rural areas 
resulted in the establishment of "factory castle towns" and territorial 
enclaves where local suppliers of labor tended to be reserved to specific 
firms in the vicinity. (2) Extensive programs of orientation to the firm and 
its culture, of training in organizational skills, and of employee involvement 
in management decision making were designed to build up loyalty among 
employees, detract from their interest in acquiring information about alter
native opportunities, and even make them regard quitting as disloyal. (3) 
The proffer by large firms of assurances of so-called "lifetime" employment 
has remained popular in a work force with a characteristically high degree 
of risk aversion (a high marginal rate of substitution of employment for 
income) even during the period of rapid growth and labor shortage in the 
1960s and early 1970s. (4) Age, seniority, or family need are included 
among the determinants of pay as well as long promotion ladders which are 
associated with continual training and employee evaluations based on per
formance and aptitude. I n  combination these features constitute a 
stretched-out incentive system with deferred compensation that the 
worker would have to forfeit in the event of early departure from the firm. 

Policies designed to internalize supplies of labor to the firm have also 
included policies intended to restrict access to them by other employers, 
that is ,  by the big firm's smaller suppliers in the same area and by its big 
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competitors in the same product markets. In the former case, any monop
sonistic advantage held by the larger firm in traditional commercial rela
tionships with smaller contractors can be utilized so as to enhance its abil
ity to maintain a high relative wage level which would help to insulate its 
work force and also ensure it preferred access to supplies of new labor. 
Thus a large firm's monopsonistic position in a product market could rein
force its monopsonistic position in a labor market. 

As for labor market competition among oligopolistic competitors, it has 
not infrequently been restrained by mutual agreement and informal coop
eration. " Gentlemen's agreements" against poaching regular employees 
have been credited with (or blamed for) inhibiting the practice of hiring 
"mid-career" employees. Thus they tend to maintain the integrity of the 
large firms' "internal market" systems and also their ability to adjust to 
shortages of younger workers by raising their relative wages within the 
establishment rather than bidding up the wages of experienced workers. 

Informal agreement has also been described as the "mechanism by 
which big businesses check their respective labor costs with each other . . .  
to ensure that they are reflected in the negotiations over revision of prod
uct prices" (Nitta 1990:2). Moreover, since wage rates are ultimately estab
lished at company level in bargaining with autonomous enterprise-based 
unions, the latter have been placed in a weaker bargaining position than 
they might have enjoyed under formal industrywide bargaining (which the 
employers had successfully opposed). 

On the other hand, it has been observed that Japanese managers have al
ways been sensitively attuned to the mood and morale of their employees and 
that they have feared any outbreak of employee unrest or work stoppages. Ac
cordingly, restraint in the exercise of monopsonistic power to set wages might 
well reflect an efficiency wage mentality and is not necessarily inconsistent 
with the long-run profitability of the enterprise. At the same time, employer 
policies like some of those alluded to above, which can offer nonpecuniary 
compensation to employees or feature deferred compensation ("investment 
wages") under implicit contracts of long-term employment, are clearly consis
tent with the ability of productivity to outpace even rapidly rising real wages. 
They are also consistent with the input of high levels of effort (including long 
hours of work) which have characterized the economy at large and have been 
conducive to its economic growth and international competitiveness. 

Enterprise .. Based · Unions: Weak or Willing? 

Can wage behavior that conforms to employer preferences and policies 
be reconciled with the prevalence of unionism and collective bargaining in 
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the sectors dominated by large-scale enterprise? The answer can be yes if 
those enterprise-based unions are characterized by bargaining weakness. 
The answer can also be yes if, whether weak or not, these unions deliber
ately choose to follow policies which conform to the requirements of eco
nomic efficiency and are responsive to (or do not contravene) the wishes of 
their members. 

In fact, according to a recent regression analysis by Tachibanaki and 
Noda ( 1992) , enterprise unionism has not passed the U.S .  economists' 
standard test for union bargaining power (i .e. , the ability to secure higher 
wage rates than are found in nonunion but otherwise comparable establish
ments) .  In another model by the same authors, unionism is found to have 
an impact on a measure of union "bargaining power," but that measure was 
assessed subjectively by the employers surveyed and, furthermore, appar
ently does not affect the relative wage. 

However, the same study finds evidence of union impact on such non
wage conditions as working hours (negative) and length of vacation (posi
tive). Earlier studies of union behavior reveal union attempts to reduce 
hours, including overtime, and also to raise premium rates for overtime. At 
the same time, enterprise unions have sought to prevent violations by man
agement of their commitment to "lifetime employment." They have also 
tried to raise the age of mandatory retirement and have favored seniority
based wages over performance-based wages. Finally, enterprise unions 
have been consulted or informed extensively by management on a wide 
range of issues-from transfers, promotions, and working conditions to the 
firm's investments and development plans and financial condition. 

\Vhether the bargaining power of enterprise unions in the nonpecu
niary field is generally more significant than in the area of wages, however, 
is doubtful. Their influence appears to have been strongest (historically as 
well as on a current basis) in the area of employment security, but not in 
the area of employee effort in its several dimensions. Hours of work, as 
noted above, have remained long by international standards. Workers still 
elect not to take their paid vacation time, and they compete intensely 
among themselves for favorable performance evaluations from supervisors. 
Codetermination and cooperation afford a "voice" to the enterprise unions, 
but not one as powerful as the negotiated rules of seniority by which Amer
ican managers are contractually bound. "Labor unions who are cooperating 
closely with the management in securing employment opportunities for 
their members by means of trying to expand market share," concludes Shi
mada (1990:8), "often fail to put a limit on the overworking of workers." 
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Yet the enterprise unions have also been awarded a generous share of 
credit for Japan's outstanding performance in the areas of employment (via 
the responsiveness of wages to declines in demand) and growth (via wage 
restraint relative to productivity).  In the former case, Shimada ( 1983: 183) 
claimed that it was the "economic rationality" of Japanese unions which 
"tends to make (them) accept flexible wages in return for stable employ
ment," adding that "such an inclination may be reinforced by well-devel
oped internal labor markets which they organize."  

If it i s  rational for enterprise unions to accept downward wage flexibil
ity in order to keep their "insider" members employed during downswings 
in demand, should it not be rational for them to raise wages sufficiently to 
preclude (or minimize) the employment of additional workers (from the 
"outside") during expansions? Koike ( 1988) ,  however, claims that the 
employment of more workers in the firm (at the entry level only) would 
ultimately increase, rather than reduce, the incomes of members of the 
experienced work force by increasing their opportunities to acquire more 
skills and promotions. Aoki ( 1988) goes on to argue that enterprise unions 
have been strong enough to oblige management to side with them against 
the firm's shareholders and force firms to grow beyond the scale and out
put levels at which profits are maximized, at least in the short term. But 
any union strong enough to oblige a firm to buy more capital and labor 
than it would otherwise choose to do should be able to buy itself a front
loaded contract by raising base rates ("base-ups") rather than accept a rear
loaded contract which relies on a "lifetime" incentive system to yield 
deferred increases for members (and in exchange for increased effort 
expended in learning, etc.) .  A union that accepts a second-best alternative 
presumably lacks the bargaining power to secure the first best and, hence, 
to force excessive firm growth. 

A more plausible motivation has been assigned to enterprise unionists 
by Koshiro ( 1976): "Originally as a result of major strike losses under left
wing militant leadership in the late 1940s," they became convinced that 
"the best way to improve their wages and working conditions is to increase 
productivity and grow with the respective enterprises which usually 
promise them permanent employment until the retirement years. In other 
words, unions do not wish to kill a golden egg-bearing goose to improve 
the immediate conditions of employment." In this model, risk aversion has 
dominated insider rationality. 
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To the left-wing unionists in the Sohyo confederation, however, such 
risk aversion was itself a product of the structural weakness of autonomous 
and uncoordinated enterprise unions in isolated bargaining with oligopolis
tic employers. Galenson (1976:637, n.95) relates an incident in which Wal
ter Reuther asked some leaders of enterprise unions in an automobile fac
tory why the JAW couldn't follow the practice of the UAW and select one 
firm as a potential strike target and pattern setter. He was informed that no 
workers in a firm would be willing to jeopardize its market share in this 
manner. Nevertheless, 6ta Kaoru, the deputy chairman of the Sohyo con
federation and head of the union of chemical workers, persisted in the 
belief that even cowards can hold hands and move forward in the dark and 
(in 1954) led an effort to outflank the employers by calling for a global 
wage push by the major industrial federations. That marked the beginning 
of Shunto, the annual spring labor offensive. 

Shunto: From labor Offensive to Social Contract 

Although Shunto has been hailed in academic circles as an outstanding 
example of neocorporatist wage policy, it has in fact exhibited two highly 
distinctive characteristics. Whereas other systems have been designed from 
the outset to restrain wages in the belief that union bargaining power was 
too great, Shunto, as we have just seen, originated in the conviction of its 
founders that union bargaining power had to be augmented in order (a) to 
reduce inequitable interfirm wage differentials and (b) to boost wages 
rapidly to "European levels ."  Moreover, Shunto began life as a "labor 
offensive" without strong central or industrywide bargaining institutions to 
rely on. In their place it has featured the annual construction of a national 
consensus based: (a) on the continuing power and influence of major firms 
in sectors concurrently chosen to set the wage pattern in early consulta
tions and negotiations; (b) on the preparation and widespread circulation 
of information prepared by the central, industi)'\vide, and local bodies of 
industry and labor as well as government agencies; and finally (c) on the 
knowledge imparted to company managers and their counterparts in the 
corresponding enterprise unions that their firms' competitors have already 
followed or are about to follow the same pattern which they are prepared 
to accept. 

Pattern setters have been dra\\<n from the private sectors on the basis of 
their current economic importance (a function of size, growth, and prof
itability)-at first private railways and steel, later shipbuilding, autos, and 
electrical manufacturing. In the 1 960s, however, public-sector unions, 
which were economically sheltered and highly militant, were also included 
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as pace setters, especially in recession years. (For the public sector to lead 
rather than follow the private sector has frequently been regarded as a 
symptom of failure in conventional policies of wage restraint.) 

Nevertheless ,  the employers, after acknowledging that Sohyo had 
stolen a march on them, were able to adjust readily enough to the new sys
tem. The bargaining power of the big firms was not impaired; this was dra
matized when the major steel firms defeated a strong national union in a 
series of strikes in the late 1950s and then imposed a regime of "take-it-or
leave-it" bargaining. M ilitantly led enterprise unions were in many 
instances replaced by "second unions" under more moderate leaders who 
entered into company-level agreements calling for cooperation to increase 
productivity. Government agencies responded vigorously to challenges by 
unions in the public sector. And pattern following (or convergence on the 
Shunti5 norm) did discourage leapfrogging. 

Above all, the 1960s were a period of unparalleled growth in output 
and productivity and also of labor shortage. Money wages did accelerate
which was consistent with union insistence that each annual settlement 
exceed its predecessor-and the average rate of increase of consumer 
prices in the decade tripled the average rate (of less than 2%) which had 
prevailed in the last half of the 1 950s. Yet in 1967 when the central 
employer body, \!ikkeiren, called for the adoption of an official incomes 
policy with a productivity guideline (in the American and British styles), it 
was rebuffed by a special commission. The commission did endorse the 
productivity principle and unofficial exhortation, but it concluded that 
Japanese inflation was a demand phenomenon and not cost-push, because 
in the final analysis the enterprise-based unions could be counted on not to 
impose uneconomic settlements on their employers. 

Exuberant economic growth and tight labor markets in the 1960s gave 
way to a regime of slower growth and higher levels of unemployment, 
which was ushered in by the first oil price shock. In 1974 a "People's 
Shunto" roared in like a March lion, producing an unparalleled wage 
increase of 32.9%, which exceeded increases in both the cost of living and 
wholesale prices. The 1974 Shunti5 was also attended by demands for 
indexation to protect against further price inflation which the 32.9% wage 
hike would generate. And it was accompanied by threats of another special 
Shunti5 the next fall and of a general strike to support strikes by public-sec
tor unions for the right to strike. The prime minister pleaded for wage 
moderation in the national interest, and the ministry of finance called for 
an incomes policy. Finally, big business caved in out of deference to forth
coming national elections and their Liberal Democratic allies. 
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But the 1980 Shunto (following the second oil price shock) went like a 
lamb, with negotiated wages rising by only 6.7%, translating into a reduc
tion in both real and product wages-signs that this time wages had accom
modated rather than resisted price rises in energy inputs. Meanwhile, pub
lic-sector unions and their intransigent left-wing leadership lost influence 
to unions in the growing export sectors and gave way to moderate, more 
risk-averse leadership in Shunto pattern-setting roles and within the labor 
movement. And the calls heard for wage restraint in 1974 were heeded. 
Hence, while a sharp decline in growth rates (by roughly one-half) and an 
increase in unemployment (roughly doubling to 2%) certainly contributed 
to the dramatic outbreak of wage moderation from one oil shock to 
another, it has been generally believed that these institutional and policy 
developments had also been influential. Thus Shimada (1983: 181)  notes 
that conventional wage regression equations by Koshiro, which include 
measures of labor market tightness and price changes as explanatory vari
ables, underpredicted the 1974 Shunto increase but overpredicted for 
1980. Moreover, even more left-leaning observers have tended to attribute 
Japan's success in surviving the oil price shocks with a mixture of lower 
unemployment and lower inflation than the other advanced industrial 
nations to the influence of "the conservative unions" and the policies of 
restraint with which they cooperated (e.g., Kawanishi 1992:91) .  

M oreover, while the Japanese once again rejected a manrlatory 
incomes policy out of a continuing faith in the soundness and self-restraint 
inherent in their system of enterprise bargaining, the trilateral "social com
pact" (as it was called by Taira and Levine [ 1985] ) that emerged in the 
1970s might well have been necessary to save that system. The long-term 
employment relationship which has been its distinguishing feature has 
been characterized as an implicit employment contract wherein ( in theory) 
the more risk-averse worker accepts a lower wage in return for the em
ployer's assurance of steady employment. However, the theoretical feasibil
ity of such an arrangement has been questioned on the grounds that wages 
might have to be driven to such a low level that the firm would be con
fronted by a shortage of labor. But in the real (if idyllic) Japanese world of 
the 1960s, monopsonistic employers could cope with equilibrium short
ages,  and above all ,  h igh rates of economic growth could m in im ize 
employer risks to the point where "lifetime" guarantees could be accompa
nied by rising real wages. 

However, after growth rates declined, government had to participate in 
the task of risk containment. In an implicit global contract with workers 
and employers, govPrnment undertook to pursue macroeconomic policies 
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which would maintain employment at high levels and achieve price stabil
ity if the unions held their Shunto increases within limits set by economy
wide rates of growth in productivity. In order to achieve price stability, 
however, the authorities pursued stringent fiscal policies, which precluded 
the attainment of high levels of employment via expansion of domestic 
demand. What they counted on instead was export-led recovery and 
growth. A policy that aimed at price stability and which linked increases in 
nominal wages to current (or anticipated) rates of increase in economywide 
productivity (real GDP per capita) was conducive to growth in exports 
because productivity growth in the export (or manufacturing) sectors 
tended to exceed overall productivity growth. In this manner, growth of the 
big firms could be encouraged and the employment of their "regular" 
workers be made more secure. Now, however, it is doubtful whether 
employment security under collective bargaining can continue to be 
underwritten by export growth to the extent that it has been thus far. It 
remains to be seen whether current and future governments will be able to 
rely more heavily on the expansion of domestic demand to do the job. 
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The German Wage Bargain i ng System 

DAVID SOSKICE 
Wissenschaftzentmm, Berlin 

How well is the once-vaunted German system of wage bargaining faring 
in the early 1990s? Many commentators inside and outside Germany have 
identified cracks, if not major faults, in its current operation: it is commonly 
argued that German companies with high labor costs have priced them
selves out of world markets. Moreover, smaller German companies see rigid 
rules governing both wages and work flexibility as competitively damaging. 1 

To what extent should these criticisms and others be taken seriously? 
The German wage determination system has problems, but the general 
problems of the German economy should not be exaggerated. Throughout 
the 1980s, Germany was a highly successful economy and, on many crite
ria, the most effective exporter: its real export growth between 1980 and 
1990 of 3.5% pa was nearly double that of Japan with 1 .8% pa (in turn 
greater than the U.S. ,  the U.K. ,  France, and Canada). Moreover, while it is 
true that its labor costs per employee are very high comparatively, its unit 
labor costs are not. Finally, while there has recently been a significant relo
cation of German production abroad, it is not a new phenomenon. German 
companies have not faced constraints against overseas investment for a 
long time, and relocation of production abroad requiring lower skills is a 
normal part of the process of upskilling. 

I argue that the wage determination system played and still plays a key 
role in supporting German exports. This is partly a result of the widely 
known benefits of effective wage restraint. It is also because German 
export success has rested heavily (inter alia) on a highly skilled work force 
and a pattern of work organization requiring relatively high autonomy from 
skilled employees. Both the building up and maintenance of work force 
skills and a nonmonitored work force with company-specific and mar
ketable skills have demanded an appropriate system of wage determina
tion. This paper discusses how the German wage determination system 
operates and contributes to the incentives for companies to invest in train
ing and assesses current challenges to the wage determination system. 

Author's Address: Wissenschaftzentrum, Reichpietschuler, D-1000 Berlin 30, Ger
many. 
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How the Wage Determination System Works 

The German system is one of high but flexible and informal coordina
tion in which both employer and organizations and unions play a critical 
role. This role ensures that the percentage increase in basic rates embod
ied in a key bargain spreads across different industries. It also ensures that 
supplementary settlements at the company level between managements 
and works councils stay broadly in line. Above the annual wage bargaining, 
the Bundesbank holds a Damoclean sword, threatening higher interest 
rates and exchange rates if wage increases push inflation upward. 

Despite the coordination, it is worth saying that there is no formal sys
tem of joint discussions at the national level between the social partners or 
between them and the government or the Bundesbank. Such a system 
existed between 1967 and 1977, with formal concerted action meetings 
between both sides of industry, the government, and the Bundesbank. It 
broke down for reasons unconnected to wage determination. The unions 
withdrew from the system as a symbolic protest at the employers' court 
challenge to 1976 legislation by the Social Democrats extending codeter
mination. Moreover, most observers never treated it as more than a ritual; 
otherwise, the unions would have been unlikely to withdraw. Despite the 
lack of importance of the concerted action meetings and their subsequent 
demise, the German system works informally to provide a high degree of 
economywide coordination. 

The most important formal locus of wage bargaining in Germany is the 
regional industry level, followed by the company and/or plant level. Ger
man unions are organized on an industry basis, so that with minor excep
tions, they do not compete for members. The largest and most important 
union is the engineering union, I. G. Metall. Union coverage is around 3.5% 
of dependent employees. But nearly all large and most medium-sized 
manufacturing companies are heavily unionized. Furthermore, employer 
organizations are very powerful-organized on an industry basis with 80% 
of employers included as members. In addition, while industry bodies are 
more important (particularly in major industries), both employer associa
tions and unions have powerful peak organizations: the BDA representing 
employer organizations and the DGB representing industry unions. 

Even given the low overall rate of unionization, industry collective 
agreements on basic rates (and on an important range of other conditions 
including working hours) are legally binding on all member companies of 
the employer association in the industry, irrespective of the number of union 
members among their employees. In addition, the federal government can 
declare a collective bargaining agreement to be the legal minimum for 
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wages and benefits in any given sector so long as companies employing a 
majority of workers in the sector are covered by the agreement. 

The Key Settlement 

Wage determination generally occurs on an annual basis. Collective 
agreements are negotiated in each industry region by region. The tone of 
the wage rough is set by a key leading settlement between I. G. Metal! and 
the engineering employers' association, Gesamtmetall. Before that settle
ment-which other industry settlements will broadly follow-a great deal 
of informal discussion will take place. The discussions involve the DGB 
and the BDA, as well as other industry unions and employer organizations. 
There are also extensive contacts particularly on the employers' side with 
the government and the Bundesbank, but the primary discussions are 
between I.G. Metall and the engineering employers' organization. This can 
mislead uninformed commentators into thinking that coordination takes 
place within but not between industries. To understand why this is not the 
case we may look at I. G. Metall's situation. 

I .G. Metall's main objective is to increase (or at least m inimize the 
reduction in) employment in the engineering industries which include 
autos and steel. It therefore needs to ensure that wage developments do 
not erode the competitiveness of engineering in the world economy. There 
are three elements involved, given the evolution of world prices and costs: 
first, German unit labor costs in Deutsche marks (DMs); second, the DM 
cost of  nonlabor input costs into engineering; and third, the nominal effec
tive exchange rate. 

Much time is taken up discussing the development of world engineer
ing prices and export prospects as well as prospective growth in labor pro
ductivity with the employers' organization. Assuming the exchange rate 
remains constant and given the growth of nominal nonlabor units costs, the 
permissible growth rate of nominal wages is determined. 

The exchange rate, however, cannot be taken as exogenous in these cal
culations because of I .G. Metall and the engineering employers' percep
tion of the Bundesbank's strategy. The strategy is not, of course, cut and 
dried, but the rough belief of the social partners is that increases in the rate 
of inflation will be met by the Bundesbank raising interest rates and hence 
inducing exchange rate appreciation. Why is this relevant to wage bargain
ing in engineering if it is an increase in the economywide inflation rate 
which triggers the Bundesbank behavior? It is because the key settlements 
in engineering set the broad percentage increase which, give or take 1% or 
2%, most sectors of the economy follow (for reasons discussed below). 
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Thus with a fixed exchange rate, price inflation is substantially determined 
by the nominal increase in engineering wages less economywide productiv
ity grO\vth, or at least is seen in that way by participants. To avoid the risk 
of deterioration of international competitiveness as a result of the Bundes
bank responding to higher inflation by tightening monetary policy and, 
thus, bringing about an appreciation, engineering wage settlements have to 
be in line with existing inflation plus economywide labor productivity 
growth. 

This point is reinforced by the need to hold down inflation of nonlabor 
engineering inputs. This inflation rate will likewise be ( indirectly) deter
mined by the key wage settlements on the above argument. Thus too high 
a rate of nominal wage growth in engineering will also lead to an increase 
in nonlabor costs by this process, which will worsen competitiveness. 

An important element in this process is that settlements in other indus
tries and supplementary settlements in companies are sufficiently in line 
with the initial key settlements. Were that not the case-if, for instance, 
the effect of even important settlements on the "going rate" was individu
ally small as in the U .K.-the sanctioning effects of the Bundesbank's strat
egy would not be so powerful. To understand why these other settlements 
usually stay roughly in line, we look first at other regional-industry settle
ments and then at company negotiations. 

Other industry settlements. There are temptations for unions to settle 
above the going rate at the industry level. Settlements later in the wage 
round have less effect on the inflation rate, and settlements in the public 
sector and the nontrading sectors generally have little to fear from the 
Bundesbank threat to raise the exchange rate. Indeed, they gain from it 
since it raises real wages without affecting their employment position. Such 
temptations can cause great problems. For either it raises the going rate
especially if it is a key settlement at the start of the round, or it puts strains 
on unions and employer organizations in the next round. Thus pressure 
would be put on any sector which did attempt to settle at a significantly 
higher than normal rate. These pressures could come from either side at 
the national level. The ability of the centralized employers organization 
(the DBA) and/or the union confederation (the DGB) to exert pressure is 
substantial, since many contacts between industry organizations and cen
tral or regional government arc via the two peak associations. More gener
ally, especially for the smaller industry unions and employer organizations, 
there is much reliance on the DGB and BDA respectively for the provision 
of services. Industry organizations would not wish to fall out with them. 
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Company settlements. There is somewhat more flexibility about bar
gaining at the company level. Almost all basic rate agreements are estab
lished at the regional industry level (Volkswagen is an exception but its 
basic rate agreement is very similar to the engineering agreements for auto 
sectors ) .  Company agreements are supplemental and take place as a result 
of negotiations between senior management and senior members of the 
company or plant works council. (In a technical sense, works councils are 
not allowed to negotiate over wages, so these agreements are formally uni
lateral management decisions without legal force.) These company agree
ments are carefully watched by the social partners at the industry and 
regional and local level. Both the industry employer organizations and 
industry union are keenly aware that a generous settlement in one com
pany can lead to pressures for increases in other companies and that com
panies using high wages as a recruitment strategy can be destabilizing for 
local labor markets, especially if incentives are set up for skilled workers to 
move. On the other hand, both the employer organization and the union 
want (for different reasons) to allow the company some flexibility. The 
employer organizations believe in giving companies as much freedom as 
possible to develop internal incentive structures so long as it does not have 
damaging externalities. Unions want to help works councils which in large 
and medium-sized companies are generally close to the union (although 
technically independent). The works council's negotiation of a supplemen
tary increase strengthens its members' position among employees. 

These supplementary agreements are, however, carefully controlled. 
Both the employer organization and union have a range of possible sanc
tions they can use against management and works councils, respectively. In 
the German system, employer organizations and the business associations 
to which they belong provide a far greater set of infrastructural services 
than their counterparts in the U .S . ;  for example, export marketing, re
search and development cooperation, and vocational training. They func
tion as conduits to government at the regional and national level. They run 
extensive strike insurance funds. They provide assessors with the unions for 
the Labor Courts, which in turn have extensive powers inter alia over ques
tions of individual and collective dismissals. In an industrial system in 
which long-term but frequently noncontractual relations exist between 
companies for product development and other purposes, they can function 
as mediators and facilitators. And \vith the banks they embody a collective 
memory of the strong and weak points of companies, including their "mis
demeanors. "  Thus, if need be, the employer organizations are in a position 
to restrain companies. Equally, unions supply a wide range of services to 
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works councils and can hold them back in company-level wage negotia
tions. 

Conclusion 

Over all, the German system provides a very clear incentive structure. 
The union and employers' organization involved in the key settlement or 
settlements at the start of the wage round believe that subsequent regional 
industry settlements will more or less follow the initial ones and that com
pany supplementary agreements will not significantly distort this pattern. 
Given the exchange rate and world price developments, this key settlement 
has a major impact on the inflation rate. They believe that the Bundesbank 
has an inflation objective and will tighten monetary policy with a likely 
exchange rate appreciation if actual inflation appears to exceed the target. 

Given these beliefs, two things are critical: First, that the union or 
unions involved in the key settlements are employment oriented and that 
they are concerned to get or keep a real exchange rate as low as possible. 
(In any case, they must not be concerned with maximizing short-term real 
wage growth. The incentive structure set up by the Bundesbank would 
then work in exactly the wrong direction, for it would translate high nomi
nal wage growth into high real wage growth as a result of exchange rate 
appreciation. This is why it is problematic for the system if public-sector 
unions with high employment security and limited concern for interna
tional competitiveness become too important in the wage bargaining 
process . )  Second, it is critical that employers can sufficiently coordinate 
their activities to ensure that other sectors and profitable companies are 
held roughly in line. 

Why Is Coordinated Wage Bargaining So Important to German 
Export Success? 

There are a number of arguments for effective wage restraint in an 
economy with imperfect product and labor markets in which there is invol
untary unemployment. Generally, if the real wage bargained by unions is 
held down to the real wage at which companies are prepared to increase 
production, a noninflationary expansion of the economy can take place to 
reduce involuntary unemployment. If the NAIRU is determined by real 
wage bargaining, then increased real wage restraint will enable the NAIRU 
to fall. This situation can occur if individual unions bargain in each industry 
without coordination. This is because of a prisoner's dilemma-at full 
employment it will pay any given union (unless the union has no concern 
for the real wage of its members) to bargain a higher wage in its industry, 
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gaining a real wage increase by pushing the higher industry price onto con
sumers throughout the economy. This argument applies to a closed econ
omy. In an open economy, there is a related argument that a noninflation
ary expansion can take place if the real exchange rate can be suitably 
lowered by real wage restraints during the course of the expansion. This 
general approach to wage restraint informed much of the thinking behind 
the so-called second generation of "real wage" incomes policies of the 
1970s in response to supply shocks. 

We might ask why certain economies, including Germany and Japan, 
have persisted in the more market-oriented world of the '80s and '90s with 
wage determination systems embodying coordination. The same is true of 
Sweden, even after the collapse of centralized bargaining: the major 
employers in the private sector have reconstituted a coordinated bargain
ing process. An institutional answer is that the countries which have per
sisted are all economies in which employers are well enough organized 
through employer associations or more informal groupings to permit such 
coordination of wages to take place. This is an important part of any 
answer. But I want to suggest that this can only be part of the answer, for it 
raises the question, Why should employers want a coordinated wage bar
gaining system? 

One answer in Germany might be that German employers accept the 
system because the unions have insisted upon maintaining it, and the 
unions want it because it helps preserve employment in the exporting sec
tors. Much of the evidence is the other way around. It has been the com
bined desire of large German companies and the employer associations 
that have been responsible for the preservation of the system in the 1980s. 
This has not been at all contrary to the will of the industrial unions-they 
have also wanted to preserve it since it is a source of power for them; but it 
was the employers who insisted on the system's preservation in the early 
1980s when the conservative government was keen to deregulate labor 
markets. This is consistent with maintenance of coordinated systems of 
wage determination in other countries with strong employer movements 
and relatively weak national unions, such as Japan, Switzerland, and (post
centralized) Sweden. 

I suggest that German employers (and their counterparts in those other 
economies) are interested in wage coordination because of the way in 
which they need to organize both skill acquisition and work, particularly in 
the manufacturing export sector. 

Skilled manual employees and incomplete contracts. The product 
market strategies of German exporting companies-with emphasis on 
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high-quality incremental innovation and customization, typically with a rel
atively narrow and stable range of products-require that a substantial pro
portion of the manual work force be highly skilled both in the technology 
of the industry and in the particular technology of the product range. Thus 
skilled employees have both marketable skills and company-specific skills. 
Training in the company-specified skills is costly for the company because 
in-depth knowledge of the company's products takes considerable time to 
acquire, and a precondition for acquisition is that the trainee either has 
knowledge of the industry technology (i.e., has already served an appren
ticeship) or is currently an apprentice and learning the industry technology. 
If the trainee is not an apprentice, then he must be paid as a skilled worker 
even though his marginal product may be low. Hence it is costly for the 
company to replace skilled employees from the external labor market. 

For the skilled manual employee to be valuably deployed, he needs to 
work with substantial autonomy in a broad group context. Thus it is diffi
cult for the company to monitor his performance. Moreover, skilled man
ual employees may choose to use their considerable joint bargaining power 
within a plant in the absence of external intervention. These employees 
have marketable skills, they are costly to replace, and it is costly to monitor 
their individual and, indeed, their group performances. 

Thus the problem for German management of developing a contract 
with their skilled employees can be seen in Williamsonian terms. Because 
of the nature of the work, it is difficult to write a legally binding contract 
that would secure satisfactory performance. Ex-ante, the group of employ
ees has limited bargaining power; ex-post, with company-specific skills they 
have substantial power, at least in principle. 

The direct way in which this dilemma is resolved in Germany is 
through the works council. But the works council is elected by the employ
ees and, in effect, represents skilled manual employees. If management 
had to negotiate wages completely with a powerful works council, there 
would be the possibility of the works council using its power to bargain 
wage increases above those consistent with the company's ex-ante profit 
requirement. Therefore, a system in which the major part of the wage is 
determined outside the company and in which the social partners stand 
ready in principle to intervene if wage supplements are too high, is one 
which provides a governance structure which resolves the Williamsonian 
dilemma. 

Wage coordination and incentives for companies to train apprentices. 
Critical to the operation of the German system is that companies have suffi
cient incentives to make substantial net investments in training apprentices. 
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There are a number of institutional conditions for this to be the case, 
among them that the wage determination system is appropriately support
ive. This occurs in three ways: 

l. With a number of qualifications not addressed here, companies can
not use wages as a means of poaching skilled employees from other compa
nies. In the German system this works because the basic rates of pay are 
set in industry agreements and because company supplemental agreements 
are carefully monitored. 

2. The rates of pay of apprentices are also set in industry collective 
agreements between employer associations and unions and are kept at a 
level of about 30% of a skilled employee's wage to reinforce the incentive 
for companies to take on apprentices. 

3. Companies have to pay newly hired skilled employees at least the 
industry basic wage, thus, raising the cost of training them in company-spe
cific skills, given that their marginal product without these skills is low. 

Conclusion 

We should seek to understand wage coordination in economies like 
Germany in terms of employer needs and employer coordinating capaci
ties. German employers are not interested in wage coordination because it 
reduces unemployment or keeps inflation low. Wage coordination is impor
tant for them-at least according to my hypothesis-because it enables 
them to resolve contractual dilemmas posed by highly skilled work forces 
needed for the type of incremental innovation product strategies they 
adopt. 

Current Problems with the Wage Determination System 

The most critical problem until recently was whether the Bundesbank 
had the capacity to threaten the export unions, since the exchange rate 
mechanism of the EMS imposed something like fixed exchange rates on 
the main European economies. Since 70% of German exports are to other 
E uropean economies ,  the difficulty for the B undesbank to change 
exchange rates weakened its threat against the export sector unions. If the 
Bundesbank raised German short-term interest rates, that raised interest 
rates throughout Europe rather than changing the exchange rate, so that 
the effect on German exports was solely through the income effects of the 
interest increases. However, the virtual collapse of the ERM-in fact as a 
result of the Bundesbank carrying out its threat strategy of raising interest 
rates in response to inflation increases-has restored a firmer discipline to 
German wage determination. 



3.58 IRRA 46TH ANNUAL PROCEEDINGS 

A second weakness of the system, which has also become less impor
tant, is the role of the public-sector unions. Benefiting from exchange rate 
increases since they increase real wages, the public-sector unions were not 
threatened by the Bundesbank. However, cuts in government expenditures 
in the former West Germany have substantially clipped the wings of the 
public-sector unions. 

The most serious challenge for the future of the system is the attitude 
of employers. Large employers, most concerned about their skilled manual 
work force, continue to be the main beneficiaries of the system. Moreover, 
they are not too concerned about working-hour inflexibilities, which the 
unions have imposed through collective bargaining, since they can nor
mally rearrange procedures to get around them. Smaller employers are 
much more affected by these restrictions and also want more freedom to 
reduce wages (or wage growth) if their main markets are adversely hit. 
Thus it is probably not going too far to predict that changes will take place 
in the wage determination system, making it more flexible for smaller com
panies. 

In the longer term, the future of the system depends upon the extent to 
which business associations and employer organizations remain worthwhile 
clubs. In the foreseeable future, while companies depend upon each other 
for technology development and cooperation in vocational training, export 
marketing, standard setting, dealing with federal and local government, 
and above all, dealing with organized labor, the attraction of being a mem
ber of the "club" is high. But whether that will remain the case is unclear. 

Endnote 

1I focus in this paper on what is happening in the former West Germany. Unless 
explicitly mentioned, I shall use Germany to refer to former West Germany. 
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In the real world, wage determination responds to both economic and 
institutional forces. However, there has been a major change in the wage 
determination mix in recent years. Research conducted at the National 
Planning Association (NPA) indicates that between 1948 and 1980 eco
nomic forces accounted for roughly 50% of the actual wage patterns seen 
in the U.S . ,  while institutional forces accounted for the remaining 50% 
( B elous 1989) .  However, between 1 980 and 1 988 economic forces 
accounted for approximately 80% of the wage patterns seen, while institu
tional forces accounted for only 20%. 

Thus in recent years, the impact of economic forces in the wage deter
mination process has grown. Nevertheless, institutional-or sociological
forces still matter a great deal. The papers by Lloyd Ulman and Yoshi 
Nakata, David Soskice, and David Levine show how wage determination in 
the United States, Japan, and Germany have been buffeted by both short
term and long-run economic forces. 

The Ulman-Nakata paper clearly shows that the Japanese wage deter
mination system works best in an environment of rapid growth. However, 
Japan has not experienced-and will not experience-rapid growth for 
quite some time. This means the wage determination process in Japan will 
be under serious pressure. I would suspect that more Japanese employers 
will try to opt out of the former wage determination system by using more 
contingent workers. 

The Soskice paper shows the recent tensions that the German wage 
determination system has experienced. However, it is not fair to blame 
recent German economic problems on the German industrial relations sys
tem. What Germany is experiencing in the early 1990s is a form of "Reaga
nomics on the Rhine." Just as President Reagan pushed a U.S. policy in the 
1980s of expansionary fiscal policy and very tight monetary policy, Ger
many in the 1990s is experiencing the same macro policy mix. In the U.S. ,  
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Reaganomics distorted the value of the dollar and made it very difficult for 
U .S .  exporting industries. Germany is experiencing a similar result from 
"Reaganomics on the Rhine." Thus it is not fair to blame the German 
industrial relations system for macroeconomic problems. 

The Levine paper contains a very important insight: so-called wage 
flexibility does not mean that markets will go magically to equilibrium. It is 
possible to have many forms of wage flexibility and still see labor markets 
not clearing. This is because employers are more interested in efficiency 
wages than they are in market clearing. 

The increased role of economic forces in the wage determination 
process could lead more German, Japanese, and American employers to 
opt out from any form of pattern bargaining. This could lead to more wage 
and income inequality in these three countries in the 1990s. 
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Vacating Arbitration Awards 
Deal ing with Sexual Harassment 
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Sexual harassment cases decided by the federal courts generally involve 
situations where an employee has quit, has been constructively discharged 
or terminated, and then has filed a complaint alleging that he or she has 
been the victim of quid pro quo or hostile environment sexual harassment. 
Labor arbitrators also decide sexual harassment cases, but the issue in such 
cases usually involves the discipline or discharge of an employee who is 
accused of perpetrating the harassment. Moreover, because supervisors 
and!or managers are not typically covered by a collective bargaining agree
ment, arbitrators, as a rule, do not decide quid pro quo harassment cases, 
but rather only hostile environment ones. Arbitrators normally apply tradi
tional just cause and due process considerations in fashioning their awards 
in these cases. 

Recently there have been several circuit court decisions dealing with 
the vacutur of arbitration awards in sexual harassment cases. The cases 
were each decided in a different circuit. Newsday v. Long Island Typo
graphical Union, 1 and Stroehmann Bakeries v. Local 776,2 represent cases 
where the courts vacated an arbitration award based on the contention that 
the award violated a clear public policy forbidding sexual harassment. On 
the other hand, two other circuits have decided against vacating arbitration 
awards despite the fact that in each case the arbitrator had reinstated an 
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employee who was found to have committed acts of sexual harassment 
(Communication Workers v. S .E. Elec. Co-op ' and Chrysler Motors v. 
International Union'). It is the purpose of this paper to discuss the ratio
nale employed by the various circuit courts in reaching their respective 
decisions and to provide guidelines to arbitrators when deciding sexual 
harassment cases in order to avoid court scrutiny or reversal. Also, the rea
soning applied by the courts when reversing arbitration decisions in sexual 
harassment cases is examined and critiqued. 

Misco 

The Supreme Court in Misco ( United Paperworkers International 
Union v. Misco, Inc. )' reversed the lower court, noting that the latter had 
made no attempt to review existing laws and legal precedents to determine 
whether there existed a "well-defined and dominant" policy regarding the 
operation of dangerous machinery while under the influence of drugs .h 
While the High Court observed that such a judgment is "firmly rooted in 
common sense,"  it argued that a public policy based only upon "general 
considerations of supposed public interests" is not sufficient to set aside an 
arbitration award. It pointed out that the court of appeals erroneously drew 
the conclusion that because traces of marijuana were found in the griev
ant's car, he was under the influence of marijuana while on the company's 
property. "A refusal to enforce an [arbitration] award must rest on more 
than speculation or assumption ."' The U.S .  Supreme Court even asserted 
that had the arbitrator found that Cooper had possessed drugs on company 
property and still imposed discipline short of discharge on the basis that 
Cooper could have been trusted not to use the drugs on the job, the award 
could not be upset on the assertion that public policy regarding plant safety 
was threatened." 

Communication Workers 

The first post-Misco court case involving the vacation of an arbitration 
award dealing \\ith sexual harassment was Communications Workers. A 
district linesman for Southeastern Electric Cooperative, Willie Gray, was 
discharged after a customer claimed that he had forced a kiss on her and 
had touched her breast while in her home." Gray had 1 9  years of service 
with the coop and had an otherwise good work record. Subsequently, an 
arbitrator concluded that though the offense was a "serious one" in a "sen
sitive industry," it was a one-time offense, the grievant was penitent, and 
cm rective discipline was appropriate to salvage Gray's career. Gray was sus
pended one month without pay and reinstated. The employer then sought 
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to vacate the arbitrator's decision but a district court entered a summary 
judgment for the union, and the employer appealed. 

The Tenth Circuit, relying on Misco, noted: "Thus, courts have limited 
authority to review the merits of labor arbitration awards. We are not free, 
Misco teaches us, to reject factual findings with which we disagree or the 
arbitrator's interpretation of the contract."10 The Court further stated that 
the arbitrator had fully considered the evidence in the case, including mak
ing determinations of witness' credibility. It noted that the arbitrator had 
indicated that it was a one-time (first time) offense and that Gray was peni
tent and apologetic. The Court also emphasized that broad discretion is 
accorded to arbitrators "when it comes to formulating remedies. "u Finally, 
the Tenth Circuit observed: 

Albeit preventing the sexual assault and abuse of women is of 
paramount importance, we believe the just cause determination 
(of the arbitrator) fully incorporated this important concern 
under all the circumstances. 12 

Chrysler Motors 

The facts in the Chrysler Motors case were not in dispute. Ronald Gal
lenbeck, a forklift operator, put down a telephone receiver, approached a 
female coworker from behind, and then grabbed her breasts as she was 
inspecting a door panel. He returned to the telephone and commented, 
"Yup, they're real." The company discharged Gallenbeck and he grieved. 
While the company argued in arbitration that Gallenbeck had committed 
four other offenses when he intentionally grabbed and/or pinched female 
coworkers,  the arbitrator refused to consider this evidence because 
Chrysler had obtained it after Gallenbeck's dismissal (the arbitrator in 
Misco also refused to consider post-discharge obtained evidence). The 
arbitrator reinstated Gallenbeck because he believed that the grievant 
could be rehabilitated. 

The Seventh Circuit, in upholding the arbitration award, noted that arbi
trators routinely measure the seriousness of employee conduct against the 
penalty imposed and also take into account a grievant's past employment and 
disciplinary record. No prior warnings or discipline were found in Gallen
beck's file. The Court observed that an arbitrator has authority to bring his 
"informed judgment" to reach a solution to a problem and wide latitude is 
granted to him in formulating remedies. It concluded that a court: 

. . .  would be hard pressed to find a public policy banning rein
statement in a case in which an arbitrator has, or by implication, 
determined that the employee is subject to rehabilitation and 
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therefore not likely to commit an act which violates the public 
policy in the future. 1 '  

Newsday 

In Newsday a compositor named Waters was discharged for "disorderly 
conduct" in 1983. When he would pass by female employees, he would 
touch them. Later, the company decided to reinstate Waters voluntarily, 
but he filed a grievance protesting his suspension of some four days. This 
discipline was sustained by an arbitrator, and he warned that any further 
behavior of this type would be grounds for his immediate discharge. 

Subsequently, Waters was discharged again in 1988 for "disorderly con
duct" after he had brushed up against a female employee's lower back and 
upper buttocks and then later "slammed into her back." Previous to this 
incident he had slapped a woman on the buttocks and put his hands on the 
rib cage of another woman and slid them down toward her waist. 

The arbitrator concluded that the three sexual harassment incidents 
had, in fact, occurred. However, he argued that even though the conduct 
was "serious," the offenses were not "ones that call for immediate dis
charge."  The arbitrator applied concepts of progressive discipline and rein
stated the grievant without back pay. 

In vacating the arbitration award, the Second Circuit held that the 
award was in violation of a clear public policy. It claimed that the policy 
was ascertained "by reference to the laws and legal precedents . . . .  " 1 '  The 
Court pointed out that Title VII of the Civil Rights Act of 1964 prohibits 
discrimination on the basis of sex.15 It also cited provisions of the EEOC's 
policy guidelines regarding sexual harassment including a definition of hos
tile environment harassment. As to legal precedent, the Second Circuit 
pointed to Meritor Savings Bank, FSB v. Vinson, '" which upheld the con
cept that sex discrimination may create a hostile or abusive work environ
ment.'' Finally, the Second Circuit concluded: 

Instead, [arbitrator] Adelman's award condones Waters' latest 
misconduct; it tends to perpetuate a hostile, intimidating, and 
offensive work environment: Waters has ignored repeated warn
ings. Above all, the award prevents Newsday from carrying out its 
legal duty to terminate sexual harassment in the work place. '" 

Stroehmann Bakeries 

The most recent case in which the courts have entertained a motion to 
vacate an arbitration award occurred in Stroehmann Bakeries. There the 
company discharged a delivery man, Leonard, for "immoral conduct" after 
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an employee at a customer's store had reported him for committing acts of 
sexual harassment against her. The company suspended Leonard while 
investigating the matter. It determined that Leonard had touched the 
employee's breast, pushed himself against her, and made sexually explicit 
remarks. The grievant was called in to make a written statement. Subse
quently, the suspension was converted to a discharge. Leonard filed a griev
ance, and it was eventually arbitrated. The arbitrator ordered reinstatement 
with full back pay, based on his finding that Stroehmann had insufficiently 
investigated the incident. He [arbitrator] reached no conclusion concerning 
the evidence or the credibility of the witnesses as to whether or not 
Leonard had committed the acts for which he was accused (at least, accord
ing to the Third Circuit majority) . The Third Circuit noted that: 

Since collective bargaining agreements are contracts, courts may 
not enforce them in a manner that is contrary to public policy. 
Accordingly, if an arbitrator construes a collective bargaining 
agreement in a way that violates public policy, an award based on 
that construction may be vacated by a court. 19 

It, as the Second Circuit had reasoned on Newsday, stated that a well
defined and dominant public policy concerning sexual harassment in the 
workplace can be ascertained by reference to the Civil Rights Act of 1964, 
the EEOC guidelines, and the Courts in Meritor Savings Bank, FSB v. 
Vinson. The fatal flaw in the arbitrator's award, according to the Second 
Circuit, was that the arbitrator had reinstated an employee accused of sex
ual harassment without determining first whether or not the sexual harass
ment had taken place?0 It remarked: 

His [arbitrator Sands' award] would allow a person who may have 
committed sexual harassment to continue in the workplace with
out a determination of whether sexual harassment occurred. Cer
tainly, it does not discourage sexual harassment. Instead, it 
undermines the employer's ability to fulfill its obligations to pre
vent and sanction sexual harassment in the workplace?1 

Finally, the Third Circuit contrasted its conclusions with those of the Tenth 
Circuit in Communication Workers. It pointed out that while the arbitrator 
in the latter case determined the merits of the sexual harassment charge 
after considering the evidence and making credibility determinations, the 
arbitrator in Stroehmann did none of those things. The Tenth Circuit 
merely deferred to the arbitrator's choice of remedy.22 The case was subse
quently remanded by the Court to a different arbitrator. 



366 IRRA 46TH ANN UAL PROCEEDINGS 

Discussion 

A review of the cases shows that the courts appear willing to set aside 
arbitration awards in sexual harassment cases under certain circumstances. 
The Stroehmann court stressed that the arbitrator had erred when he rein
stated an employee accused of sexual misbehavior without first determin
ing whether the harassment had occurred. Instead of reviewing the evi
dence and making credibility determinations regarding the various 
witnesses and making a finding as to the guilt or innocence of the grievant, 
the arbitrator overturned the discharge on due process grounds alone
alleged lack of an unbiased investigation and failure to provide the grievant 
an opportunity to present his side of the story. Normally an arbitrator 
makes a factual determination of guilt or innocence first and, if insufficient 
evidence of guilt is apparent, reverses the discharge (for lack of just cause) .  
On the other hand, if there are grounds for discipline including discharge, 
the arbitrator may find �itigation in the form of procedural or due process 
mistakes made by the employer. 

An arbitrator may also be reversed even though he made a factual 
determination that an employee had committed the sexual misbehavior for 
which he was accused but is reinstated anyway. Presumably this reinstate
ment must follow an earlier finding that the employee had committed a 
similar sexual harassment offense(s) .  The Newsday court found that such 
an arbitrator's reinstatement action would be to "condone" a known or 
repeat sex offender's return to the workplace. This would allow him an 
opportunity to again create a hostile, intimidating, or offensive work envi
ronment. However, if an arbitrator fully considers the evidence before him, 
entertains conflicting evidence, and makes credibility determinations, his 
award in a sexual harassment case will be on firmer (judicial) grounds 
(Communication ·workers). Reinstatement of an employee found to have 
sexually harassed a coworker or customer may be tolerated if it represents 
the first time that the employee has committed such an offense, particu
larly when the employee is one of long service and is apologetic and peni
tent for his offense. 

The various circuits' guidelines notwithstanding, a question remains 
whether or not the courts should reverse arbitral decisions in sexual harass
ment cases on public policy grounds. It is conceded that a court must not 
enforce an arbitration award that sanctions a contract clause which is con
trary to public policy. However, when a court reviews the merits of an 
award that interprets or applies the just cause clause, it appears that the 
courts violate that dicta which the U.S .  Supreme Court endorsed in Enter
prise Wheel (United Steelworkers of America v. Enterprise Wheel and Car 
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Corp. );"'' namely, that courts must not annul the bargain of the parties for 
an arbitrator's construction of their collective bargaining agreement. Disci
pline is a mandatory subject for bargaining, and the parties have disposed 
of this issue by specifying that discipline or discharge should be for just 
cause and leaving the interpretation and/or application of the just cause 
proviso up to an arbitrator. vVhen the courts set aside an arbitrator's inter
pretation of the just cause clause, they nullify an award permitted by law 
and supported by federal labor policy. In effect, the courts authorize an 
e mployer to take unilateral action in certain disciplinary matters. To be 
sure, no one would argue that an arbitrator should exceed his authority by 
interpretations that violate the clear and unambiguous terms of the collec
tive agreement, but the just cause clause is, on its face, ambiguous and thus 
subject to interpretation. 

In United States Postal Seroice v. National Association of Letter Carri
ers, AFL-CIO/' a post-Misco case (but not one dealing with reversal of an 
arbitration award for violation of public policy in a sexual harassment mat
ter), the Third Circuit outlined some of the public policy parameters for 
when setting aside an arbitrator's award is inappropriate. These occur ( l )  
when there i s  n o  showing of a dominant and well-defined public policy; (2) 
when a judicial finding that a public policy would be violated rests on infer
ences of fact not made by the arbitrator; and (3) when a court's finding that 
a public policy has been violated is, in reality, merely a disagreement with 
the arbitrator's construction of a just cause provision.�' It is this latter point 
which is crucial. While there is no doubt that a dominant and clear public 
policy exists which forbids sexual harassment, there is no reason to con
clude that there has been a violation of such public policy when an arbitra
tor has failed to make a determination that the harassment has occurred. 
Unless an employee has been disciplined before for the (sexual miscon
duct) offense, there appears to be no public policy violated when an arbi
trator reinstates an employee in the absence of a factual finding that the 
employee either did or did not commit the misbehavior for which he was 
accused. 

In Communicnl irm \Vorkers, the Tenth Circuit declined to overturn the 
arbitrator's award, even though the arbitrator had found that the employee 
had engaged in sexual misconduct and was going to be allowed to return to 
the workplace. Moreover, the Seventh Circuit in Chrysler Motors refused to 
vacate the award of an arbitrator who ordered reinstatement (after a 30-day 
suspension) for an employee who had engaged in egregious sexual harass
ment. Lf the Tenth and Seventh Circuit could find no violation of public pol
icy when a known sex offender was reinstated, how could the Third Circuit 
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in Stroehmann find the arbitrator's award to contravene the public policy 
when it was never determined (at least, according to the Third Circuit) 
whether the sexual harassment had occurred in the first place? 
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2"rhis conclusion becomes all the more compelling in view of the fact that the postal 
employee involved in that case fired gun shots into his supervisor's unoccupied parked 
car. Yet the arbitrator found that the behavior, though "serious" and deserving discipline, 
was not cause for dismissal because the employee had 13 years of excellent service and 
had never before demonstrated a violent attitude. 
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The Wagner Act system of U.S.  collective bargaining and its Canadian 
cousin are fundamentally premised upon a balance of power between labor 
and management.' Since the primary determinant of labor's power is its 
ability to withhold labor via a strike, North American collective bargaining 
ultimately revolves around the nature of the strike threat. Thus it is not 
surprising that recently introduced U .S. legislation banning the hiring of 
permanent strike replacements is organized labor's top legislative priority 
and has been intensely debated in many forums. 

·while these debates have many facets, the effect such a ban would 
have on bargaining power is at the forefront. Labor claims that replacing 
workers is analogous to firing them. Thus workers are not being allowed to 
exercise their right to collective representation. Business contends that 
without the option of hiring replacements during a strike, the union's bar
gaining power would be so high it would jeopardize competitiveness. But 
no one knows what would actually happen in the U.S.  Until a recently 
enacted law in Minnesota, there had been no experience with strike 
replacement legislation in the U.S .  except for some state prohibitions on 
professional strikebreaking firms. However, there have been laws enacted 
in several Canadian provinces. Since the industrial relations systems are 
very similar, one can look to the Canadian experience 'Nith strike replace
ment legislation for insights into possible effects in the U.S .  

The focal point of the arguments against strike replacement legislation 
is that it will drastically affect relative bargaining power. If this is true, col
lectively bargained wages would be higher in situations in which there was 
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a ban on strike replacements. This paper empirically tests this proposition 
by analyzing the effects of provincial strike replacement legislation on 
unionized wage determination in Canadian manufacturing between 1966 
and 1985. 

Permanent Strike Replacements: Policies and Debates 

While part of the U.S .  labor relations system for over fifty years, perma
nent strike replacements have not traditionally been a major issue of con
tention between labor and management. However, with the number of 
recent high-profile strikes in which permanent replacements were used, 
the current efficacy of this economic weapon is one of the major labor rela
tions policy issues today. 

Permanent replacements are not explicitly addressed in the National 
Labor Relations Act (NLRA). However, the Supreme Court quickly made 
a provision for this economic weapon. In NLRB v. Mackay Radio and Tele
graph Co. 2 the Court stated, "Nor was it an unfair labor practice to replace 
the striking employees with others in an effort to carry on the business."  
This statement is  especially striking because the Supreme Court was not 
presented with the question of the legality of permanent replacements. 

Subsequent Supreme Court opinions have reinforced the pronounce
ments of Mackay and have defined the limits on the use of permanent 
replacements. The replacement of strikers is not allowed where the strike 
is the result of an employer's unfair labor practice. In addition, replace
ments cannot be given special treatment by employers; and when consider
ing new hiring, employers must first exhaust the pool of employees who 
had been replaced before hiring others. 

Scholars and practitioners have been critical of the Mackay doctrine 
since it was handed down. The major criticisms of the doctrine are ( l )  it 
makes the right to strike and, thus, all NLRA Section 7 rights meaningless, 
(2) it is inconsistent with subsequent Supreme Court doctrine regarding 
the use of economic weapons in labor relations, (3) permanent replace
ments are not necessary to the continuing operation of a business, and (4) 
the real impact of permanent replacements is that they allow an employer 
to rid itself of a union. 

Supporters of permanent replacements argue that the impact of the 
Mackay doctrine is not as significant as opponents state. They assert that 
( l )  the balance of power would be irrevocably altered if permanent 
replacements were banned, (2) the right to strike is not protected in all sit
uations ,  (3)  requiring employers to show the necessity of permanent 
replacements in every situation would result in increased litigation, and (4) 
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unions are protected from employers who attempt to use permanent 
replacements to decertifY them. 

While the Mackay doctrine has been criticized for decades, unions 
have shown little inclination to change the law regarding permanent 
replacements because it was seldom used by employers. However, in the 
past decade attention toward the use of permanent replacements has 
increased, and unions have made the repeal of Mackay one of their utmost 
priorities. In the past three Congressional sessions, legislation has been 
introduced to ban the hiring of permanent replacements. Most recently, 
HR 5 was reintroduced by Congressman William Clay (D-Missouri) in Jan
uary 1993. This bill would specifically override Mackay by amending Sec
tion 8(a) of the NLRA to make it an unfair labor practice "to offer, or to 
grant, the status of permanent replacement employee to an individual for 
performing bargaining unit work for the employer during a labor dispute."  
The bill would similarly amend the Railway Labor Act.' 

At past Congressional hearings featuring debate over this bill, all of the 
above-mentioned arguments for and against the banning of permanent 
replacements were articulated. However, the main focus of the debate was 
the impact that banning permanent replacements would have on the col
lective bargaining system. The chairman of the House of Representatives 
Subcommittee on Labor-Management Relations framed the debate in the 
following manner: 

What is ultimately at stake is the survival of collective bargaining. 
Without an effective right to strike, workers enter into negotia
tions with no leverage. The specter of permanent replacements 
always hovers over the bargaining table, grossly distorting collec
tive bargaining from the outset (U.S. Congress 1991:2). 

At the hearings, union officials presented testimony illustrating numer
ous situations over the past decade where permanent replacements had 
been used with severe effects on the viability of unions. Labor further 
argued that permanent replacements were used to impede collective bar
gaining and that they allowed employers to eliminate unions, not negotiate: 
"The evil of the Mackay doctrine goes beyond its fundamental injustice to 
employees, as great as that injustice is. Mackay also serves to corrupt the 
collective bargaining process itself' (U.S. Congress 1991 :73) .  

At the Congressional hearings, management representatives and the 
Bush Administration also focused on the issue of collective bargaining. 
Arguing for the status quo, they stated that without permanent replace
ments there would be no check on a union's desire to strike. Secretary of 



EMPLOYEE RIGHTS AND PUBLIC POLICY .17.1 

Labor Lynn Martin argued that "HR 5 would eliminate a major check on 
precipitous striking, promote increased labor unrest, and disrupt the flow 
of commerce" and added that "HR 5 would destroy the balance in the col
lective bargaining system" (U.S.  Congress 1991 :4-5) .  

In sum, a primary argument against such legislation is that "the playing 
field would then be tilted in favor of the union" (U.S .  Congress 1991:452). 
In other words, a ban on the hiring of permanent strike replacements 
would increase labor's relative bargaining power. This contention can be 
translated into an empirical hypothesis: Collectively bargained wages 
would be higher in situations where the employer did not have the option 
of hiring permanent replacements. Nate carefully that this hypothesis does 
not depend on the actual usage of replacements, but simply on the threat 
or the option of doing so.' However, there is no scope for testing this 
hypothesis in the U.S .  since there is only one law in the U.S. banning the 
hiring of permanent strike replacements. That law was recently enacted in 
Minnesota, and the legality is still under question. Interestingly, in Emplolj
ers Association, Inc. t;. United Steelworkers of America,·· a federal judge 
ruled against the legality of the Minnesota law 011 the grounds, inter alia, 
that the ban "has materially altered the congressionally defined equilib
rium which exists between management and organized labor in collective 
bargaining negotiations . "  Again this is the empirical question in need of 
testing. 

In contrast to the U.S. ,  one can potentially gauge the effects of legisla
tion pertaining to strike replacements in Canada. In 1 977 the province of 
Quebec banned the hiring of any replacement workers: "Eve1y employer is 
prohibited from (a) utilizing the services of a person to discharge the duties 
of an employee represented by a certified association that has declared a 
strike . . . .  "6 At the same time, Quebec provided strikers with reinstatement 
rights: "At the end of a strike or a lockout, any employ<'c who has been on 
strike or has been locked out is entitled to recover his employment by pri
ority over any other person . . . .  "7 Permanent replacement workers were 
effectively partially banned in 1 970 in Ontario because striking employees 
were granted the right to get their jobs back within six months of the start 
of the strike. In 1 985 Manitoba provided for reinstatement rights for strik
ers at the end of a strike, regardless of duration, and also explicitly banned 
the hiring of permanent replacements.' 

Gunderson, Kervin, and Reid (1989) find that the Quebec replacement 
ban increases strike incidence, and Gunderson and Melina ( 1 990) find that 
it increases strike duration. However, many of the arguments against ban
ning replacements focus on the effects on bargaining power. This question 
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has not been empirically examined. Thus the next section analyzes the 
effects of the Quebec replacement legislation and the Ontario and Mani
toba reinstatement rights legislation on unionized wage determination. 

Data and Results 

A wage settlement file collected by Labour Canada consisting of data 
on collective bargaining agreements is the primary data for this study. 
Information available includes the company and location, union, number 
of covered employees, industry, wage information, and year and month of 
settlement.9 These data were merged with several aggregate product and 
labor market indicators. The resulting data set contains 2042 collective bar
gaining agreements in Canadian manufacturing between 1966 and 1985. 
Sample statistics of the variables used in the regression analysis are pre
sented in column 1 of Table l .  

Additionally, indicator variables are created for the presence of four 
public policy provisions: a strike replacement ban, striker reinstatement 
rights, a mandatory strike vote, and compulsory dues checkoff. For the 
most part these provisions vary by province and across time. 10 The strike 
replacement ban variable uses the Quebec legislation and the reinstate
ment rights variable uses the Ontario, Quebec, and Manitoba laws. As illus
trated in Table 1, 13.8% of the contracts were negotiated in a province
month when the hiring of all strike replacements was prohibited and 51 .5% 
in a province-month where strikers have some type of reinstatement rights. 

As stated above, the primary question of interest is whether the pres
ence of strike replacement legislation significantly affects unionized wage 
determination. To address this question, the logarithm of the average real 
wage over the life of the contract is regressed on bargaining unit size, log 
industry average hourly earnings , real gross national product, and the 
national unemployment rate . 1 1  These typical wage determinants are aug
mented with an indicator for the presence of strike replacement and striker 
reinstatement legislation. The point estimate in column 2 of Table 1 sug
gests that wages are approximately 4.9% higher in negotiations where 
replacements are banned and is statistically significant at the 5% level. For 
reinstatement rights, the estimate is negative. 

However, recall that only one province, Quebec, had legislation ban
ning strike replacements during the time period of these data. Thus the 
indicator variable for this legislation is observationally equivalent to an 
indicator variable denoting a contract in Quebec signed in December 1977 
or later. If there was a structural change in industrial relations in Quebec in 
December 1977, these changes may be confounding our estimate of the 
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TABLE 1 

The Effect of Strike Replacement Laws on Contract Wages in Canada 

Variable 

Ban on hiring of strike replacements 

Reinstatement rights for strikers 

Mandatory strike vote 

Compulsory dues checkoff 

Number of employees in the 
bargaining unitb 

Log industry average hourly 
earnings ( 1986 dollars) 

Gross national product (1986 
dollars-billions) 

Unemployment rate, both sexes, 
ages 15+ 

Industry effects 
Province effects 
Year effects 
R' 
Sample size 

Sample Means 
(Standard 
Deviation) 

(1 )  

0. 138 
(0.345) 

0.515 
(0.500) 
0.290 

(0.454) 

0.31 1  
(0.463) 

1530.810 
(2292.170) 

2.421 
(0.219) 

377.150 
(74.420) 

7.211 
(2.301) 

2042 

OLS Regression Coeff. 
(Standard Error)• 

(2) (3) 

0.049° 0.026 
(0.020) (0.075) 

-0.034 -0.035 
(0.018) (0.018) 

0.033 
(0.072) 

-0.021 
(0.017) 

o.oo8· o.oo8· 
(0.001) (0.001) 
0.432° 0.434• 

(0.1 16) (0. 1 16) 
-0.002• -0.002° 
(0.001) (0.001) 

-0.018 -0.018 
(0.009) (0.009) 

Yes Yes 
Yes Yes 
Yes Yes 

0.641 0.641 
2042 2042 

Source: Collective bargaining agreements in Canadian manufacturing, 1966-1985. 
Notes: •Dependent Variable: Log of Average Real Wage Over Contract Life. 

Sample mean (standard deviation) of the dependent variable is 2.307 
(0.261). Each model also contains an intercept. 
"Regression coefficient multiplied by 1000. 
• statistically significant at the 0.05 level (two-tailed test). 

legislation's effect. In fact, Quebec instituted several changes in industrial 
relations public policy at the same time as the ban on strike replacements: 
a mandatory strike vote and compulsory dues checkoff were both imple
mented in December 1977. 

Unlike the ban on strike replacements though, these two public policy 
provisions are not unique to Quebec. In fact, column 1 of Table 1 illus
trates that 29% of the contracts in these data were bound by a mandatory 
strike vote provision and 31.1% by compulsory dues checkoff. Thus we can 
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use the variation in these laws across provinces and years to separately 
identifY the effects of the various public policy initiatives. 

The results of this analysis are presented in column 3 of Table 1. When 
controlling for the other laws implemented at the same time in Quebec, 
the effect of the strike replacement legislation is reduced to approximately 
2.5% and is clearly not statistically significantly different from zero. Note 
that the Quebec legislation bans replacement workers without distinguish
ing between temporary and permanent workers and is therefore stronger 
than that proposed in the U.S . ,  but still no effect on relative bargaining 
power is found. The coefficient for reinstatement rights remains negative. 
Recall that reinstatement rights effectively ban the use of permanent strike 
replacements (at least for six months in Ontario). Thus the primary finding 
of this paper is that there is no evidence to support the contention that the 
presence of legislation affecting the use of strike replacements significantly 
alters relative bargaining power and the wage determination process. 

Furthermore, note that industry, province, and year effects are all esti
mated in the regressions.12 Thus systematic differences in contracts in Que
bec or contracts in the specific years of 1978- 1985 relative to the other 
contracts are not generating the results. 

Conclusion 

Many aspects of U.S. and Canadian labor law continue to be subjected 
to close scrutiny and intense debate, and deservedly so. At the forefront of 
proposals for immediate change are laws and doctrine pertaining to the 
economic weapons of collective bargaining, especially the right to hire per
manent strike replacements dming an economic strike. Laws banning the 
use of permanent strike replacements recently passed in Ontario and 
British Columbia and bills to this effect are under consideration by the 
U.S .  Congress and several state legislatures. 

This type of legislation is highly contentious. While the passage of the 
U .S .  bill is of the utmost priority for organized labor in the U.S. ,  business 
argues that the effect on relative bargaining power would be irreparable. 
Actual empirical analysis of the effects of this legislation in the U.S. is lack
ing. However, the experience in Canada with different laws can be used to 
gauge the actual effects on collective bargaining. 

To this end, this paper analyzes the effects of provincial strike replace
ment legislation on unionized wage determinatic.n in Canadian manufactur
ing between 1966 and 1985. No evidence is found to support the contention 
that strike replacement legislation distorts the existing balance of power 
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between labor and management. This result is important for scholars, poli
cymakers, and practitioners in the U.S. and Canada in the endeavor to craft 
new labor legislation that is responsive to the needs of workers while facili
tating economic competitiveness. 

Endnotes 

1 Due to space limitations, detailed citations and reference are not provided but are 
available upon request from the authors. 

2304 U.S. 333, 346 ( 1931l). 

0ln 1992, HR 5 was passed hy the House of Representatives hut died in a filibuster 
in the Senate. As of Decemher 1993, HR 5 had again passed in the House hut was 
awaiting action in the Senate. Legislation restricting the use of permanent strike 
replacements was also introduced in several states in 1993. 

4Gramm ( 1991) and Olson ( 1991 )  analyze the relationship hetween actual replace-
ment usage and strike duration. 

5803 F. Supp. 1551l (D. Minn. 1992). 

6Labour Code, 1977, sec. 97a. 
7/d. al sec. 91la. 

HLegislation since 191l5 is not mentioned since the data end in 1985; see Budd 
( 1993) and Spector ( 1992). 

9David Card (1990) graciously provided a clean version of these data. 

1°Cunderson, Kervin, and Reid ( 191l9, Tahle 1) contains a useful summary of the 
effective dates of various lahar laws in Canada. 

1 1The results are similar when the percent change in the contract wage is used as the 
dependent variahle; see Budd ( 1993). 

12The p-value f()r the F-test of joint significance for each of these categories is less 
than 0.001. 

References 

Budd, John W. 1993. "Canadian Strike Replacement Legislation and Collective Bargain
ing: Lessons for the United States." Unpublished paper, University of Minnesota. 

Card, David. 1990. "Strikes and Wages: A Test of an Asymmetric Information Model." 
Qrwrterly Journal of Economics, Vol. 105, no. 3 (August), pp. 625-59. 

Gramm, Cynthia L. 1991.  "Empirical Evidence on Political Arguments Relating to Re
placement \Vorker Legislation." Labor Law Journal, Vol. 42, no. 8 (August), pp. 
491-9G. 

Gunderson, Morley, John Kervin, and Frank Reid. 1989. "The Effect of"Labour Rela
tions Legislation on Strike Incidence." Canadian Journal of Economics, Vol. 22, no. 
4 ( November), pp. 779-94. 

Gunderson, Morley, and Angelo Melina. 1990. "The Effects of Public Policy on Strike 
Duration." Journal of Labor Economics, Vol. 8, no. 3 (July), pp. 295-316. 



378 IRRA 46TH ANNUAL PROCEEDINGS 

Olson, Craig A.  1991. "The Use of Strike Replacements in Labor Disputes: Evidence 
from the 1880s to the 1980s." Unpublished paper, University of Wisconsin-Madi
son. 

Spector, Jeffrey A. 1992. "Replacement and Reinstatement of Strikers in the United 
States, Great Britain, and Canada." Com7wrative Lalmr Law Journal, Vol. 13, no. 2 
(Winter), pp. 184-232. 

U.S. Congress. 1991.  Hearings on HR 5, The Striker Replacement Bill. Hearings Before 
the Subcommittee on Labor-Management Relations of the Committee on Educa
tion and Labor, House of Representatives, March 6 and 13, 1991 ,  Washington, DC: 
Government Printing Office. 



Start ing Salary Differences 
Between Women and Men:  

O rgan izational-Level F indings 

MARY E. GRAHAM AND BARRY GERHART 
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The female-male earnings ratio stands at 73% for managerial and pro
fessional specialty jobs (Bureau of Labor Statistics 1992). Economic theory 
attempts to explain gender-related earnings differences in terms of mar
ketwide demand and supply. However, it has become increasingly apparent 
to economists, sociologists, and other students of pay determination that 
market and other influences on pay should be studied and understood in 
the context of specific organizations (employers) for two reasons: ( 1 )  the 
pay-setting process occurs within organizations, and (2) similar organiza
tions can differ significantly in their pay practices (Gerhart and Milkovich 
1990). Additionally, organization-level information is essential to estimate 
the likely impact of pay policies (such as pay equity) designed to reduce 
within-employer pay differentials ( Groshen 1990; Johnson and Solon 
1986). 

Literature Review 

In the absence of employer-level data, Johnson and Solon ( 1986) used 
industry-level data to conclude that a comparable worth policy would elim
inate 8% to 20% of women's pay disadvantage. Moreover, the authors sug
gested that they actually may have overstated the policy's efficacy because 
they used industry rather than employer-level data. 

Groshen ( 1990) was able to use establishment-level data to estimate 
that 40% to 74% of negative returns to percent female occur within estab
lishments, and thus, a comparable worth policy would have great impact on 
female-male pay differences. In our study we build upon Groshen's ( 1990) 
application of policy to earnings differentials. However, Groshen's study 
did not control for human capital and examined only five industries, as 
opposed to Johnson and Solon's economywide sample. 

Authors' Address: School of Industrial and Labor Relations, 393 Ives Hall, Cornell 
University, Ithaca, NY 14853-3901. 
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This study adds to the literature on female-male earnings differences in 
several ways. First, we measured human capital type and quality, neither of 
which is controlled for in the Johnson and Solon or Grosh en studies. Sec
ond, using controls for both employer and industry, we evaluated Johnson 
and Solon's suggestion that employer-level data more finely distinguish 
and, therefore, provide lower estimates of within-organization pay differ
ences. Finally, the present research expanded the generalizability of results 
beyond these and other previous studies by utilizing data on more than 60 
industries and more than 250 private- and public-sector employers. 

Because Gerhart ( 1990) and Olson, Frieze, and Good ( 1987) found that 
starting salary shortfalls for women explained a large portion of career 
female-male earnings differences, and because starting salaries do not con
tain the confounding influences of after-hire factors, this study focused on 
starting salary differences between women and men. 

We examined two research questions: ( l) How much of the female
male disparity in the starting salarites occurs within versus betvveen organi
zations? (2) What are the implications of these results regarding the ability 
of public policies to remedy differences betvveen female and male starting 
salaries? 

Methods 

Sample 

We studied 2,720 new graduates of a large university. The subjects, 
46% of wh om were women, graduated between  1985 and 1988 and 
accepted employment with more than 250 organizations, that on average 
hired ten graduates. 

Measures 

We explored differences betvveen women and men in starting salaries. 
Since the primary human capital sources of female-male pay differences 
include level and quality of education (Becker 1971 ; Mincer 1974), we dis
tinguished masters and bachelors degree recipients by a dummy variable 
for degree level; human capital quality was measured by grade point aver
age and by examining graduates of a single university to minimize variation 
in educational quality. Dummy variables were also used to hold constant 
the year of graduation and ethnicity. 

College major served both as a measure of human capital and a mea
sure of labor market conditions and has been found to be a sign ificant pre
dictor of salaries (Daymont and Andrisani 1984; Gerhart 1990) .  Major was 
measured with 65 dummy variables. \Ve were unable to measure another 
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source of gender-related pay differences-labor market experience ( Min
cer and Polachek 1974; Olson et al. 1987)-but variation in experience is 
expected to be minimized by the fact that more than 80% of the sample 
consists of undergraduates. 

Controls for occupation assured that employees within organizations 
are doing similar enough work that a pay equity policy would have an 
impact on them. We controlled for occupation using three-digit Standard 
Occupational Classification (SOC) codes. We used industry dummy vari
ables based on three-digit St�dard Industrial Classification (SIC) codes to 
capture market influences specific to particular industries. We assigned 
codes to employer dummy variables based on the Dun and Bradstreet Mil
lion Dollar Directory coding (where applicable) and unique employer 
identification numbers otherwise to capture market influences specific to 
particular employers. 

The demand-side variables of occupation, employer, and industry are 
important because women work in separate industries/sectors (Blau 1977; 
Goldin 1990), establishments (Groshen 1990), occupations (Blau 1977; 
Groshen 1990),  and job-cells (occupation within employer) (Blau 1977; 
Bielby and Baron 1986; Groshen 1990) than do men. Significant segrega
tion by these related structural components may translate into earnings dif
ferences between women and men (Buckley 1971; Beller 1982). 

Analyses 

To determine the portions of the female-male pay difference occurring 
between and within organizations ( research question 1 ) ,  ordinary least 
squares (OLS) regressions were performed with data on women and men 
in the same equation. To each of four basic models (A, B, C, and D) ,  
employer or  industry dummy variables were added and changes were cal
culated in the gender (SEX) variable coefficient: 

A) ln(S) = SEX �� + Jl 
B) ln(S) = SEX P1 + HC P. + ETH P3 + DATE P, + p 
C) 1n(S;) = SEX P1 + HC P. + ETH P3 + DATE P, + MAJ Ps + p 
D) 1n(S) = SEX �� + HC P. + ETH �.1 + DATE P, + MAJ P, 

+ occ �. + p, 
where S; is the starting salary of the i-th worker, HC is a vector of human cap
ital characteristics, E TH represents a vector of ethnic dummy variables, DATE 

represents a vector of graduation date dummy variables, MAJ is a vector of 
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college major dummy variables, and occ a vector of occupation dummy 
variables. 1l represents the vector of coefficients and p is an error term. 

For example, Model B includes a gender dummy variable and the human 
capital controls of degree level and grade point average. This model may 
generate a negative coefficient on the gender variable, indicating that women 
were paid less than men despite controls for human capital. If the subse
quent addition of the employer variable to this model decreases the gender 
dummy coefficient, then the new gender coefficient equals the earnings dif
ference occurring within employers. The difference between the former and 
the new gender coefficients equals the between-employer pay difference. 

Results 

Research Question One 

How much of the female-male disparity ($4,344) in the starting salaries 
occurs within versus between organizations? Table 1 presents estimates of 
between- and within-organization differences. 

For each of four general Models A, B, C, and D, three sets of regres
sions were run, and changes in the gender dummy coefficients were calcu
lated as subsequent variables were added to the model. For example, in 
Model B starting salary was regressed on the gender dummy variable, 
degree level, CPA, and controls for year of graduation and ethnicity. The 
resulting coefficient on gender was -. 15, or -15%; thus women received 15% 
($3,620) less in pay than men. To determine how much of this - 15% occurs 
within versus between employers, a second regression added the employer 
dummy variables, and a new gender coefficient of -.04, or -4% ($965) was 
estimated. This represents the amount of the 15% ($3,620) occurring within 
organizations. The difference between the -15% and the -4%, or - 1 1% 
($2,655), represents the between-employer portion of the pay difference. 

These percentages are also expressed as a percentage of the total dif
ference for a particular model. Thus for Model B, of the unaccounted for 
difference of - 15%, 73% occurred between employers; 27% occurred 
within employers (Table 1) .  

Two findings from these analyses are noteworthy. First, gender segrega
tion by employer may be largely based upon college major. In Model B, 
which does not control for major, 73% of the initial salary difference was 
due to segregation by organization, or  between-employer differences. 
H owever, when department major was added in Model C, between
employer sources accounted for only 40% of the remaining pay difference. 
In other words, the within- and between-organization sources became 
more equivalent in Model C because of the control for major. 
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TABLE 1 

Between- Versus Within-Employer Salary Differences 

Total 
Salary Between Within 

Difference Employers Employers 
% % % 

Adj. ($) ($) ($) 
Model R' % of Total % of Total % of Total 

(A) 1n(Sal) = SEX .080 -18% 
($4,344) 

100% 
+ Employer .702 -13% -5% 

($3,137) ($1,206) 
72% 28% 

+ Industry .620 -12% -6% 
($2,896) ($1,448) 

67% 33% 

(B) Model A +  HC .209 -15% 
($3,620) 

100% 
+ Employer .790 -11% -4% 

($2,655) ($965) 
73% 27% 

+ Industry .697 -10% -5% 
($2,413) ($1,207) 

67% 33% 

(C) Model B + MAJ .581 -5% 
($1,448) 

100% 
+ Employer .815 -2% -3% 

($579) ($869) 
40% 60% 

+ Industry .740 -2% -3% 
($579) ($869) 
40% 60% 

(D) Model C + OCC .698 -4% 
($965) 
100% 

+ Employer .848 -1% -3% 
($290) ($869) 
25% 75% 

+ Industry .789 -1% -3% 
($290) ($869) 
25% 75% 
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Relatedly, in Models A and B, the employer dummy variables attributed 
somewhat less of the female-male differences to within-organization sources 
than did industry variables. For example, in Model B the employer dummy 
attributed 27% of the remaining gap to within-employer differences, while the 
industry dummy attributed 33% to such sources. These differential results 
could lead to different policy conclusions, although the results are similar. 

However, in Models C and D, employer and industry variables resulted 
in the same between- versus within-organization assignment of the unac
counted for pay differential (25% between employers, 75% within employ
ers in Model D),  due in part to the greater number of controls in the 
model. These findings suggest that employer variables may have incremen
tal value over industry only in less completely specified models. Neverthe
less, in all models the use of employer variables resulted in better fit. 

Research Question 2 
What are the implications of these results regarding the ability of pub

l ic pol icies to remedy differences between female and male starting 
salaries? Policy options are presented in Table 2, which was generated in 
part from applying the results presented in Table l to the raw salary differ
ence of $4,344. 

Pay equity has the potential to remedy the entire within-employer dif
ference at most and, at a minimum, the unexplained part of the within-em
ployer portion. Based upon Table 2 then, pay equity could remedy be
tween 28% ($1 , 199) and 17% ($724) of the overall difference. The 17% 
figure may be the better estimate because it represents the portion of the 
gap that is due to pay differences betv.ree11 women and men (within em
ployers) that occur despite controls for qualifications such as degree level, 
college major, and occupation. 

Equal employment opportunity efforts and affirmative action have the 
potential to affect the portion of the earnings difference that is due to dis
criminatory job assignment and hiring practices. However, these policies 
did not address the unexplained differences that occurrC'd in our sample. 
Equal education efforts could address the portion of the earnings differ
ence due to different majors or.levels of education. 

Conclusion 

The primary finding of this study is that in a sample where we expected 
to find smal l  pay differences between women and men, we found sizeabk 
differences in pay even within organizations. Thus these recent cohorts of 
women college graduates for � variety of reasons have begun their careers 
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TABLE 2 
Female-Male Starting Salary Differences and Current Policy Options 

Source of Pay 
Difference 

Human 
Capital, 
Controls 

17% 
($724) 

College 
Major 
55% 

($2,416) 

Occupation 
6% 

($241 )  

Unexplained 
22% 

($965) 

Total 
100% 

($4,344) 

Between 
Employers 

11% 
($483) 

50% 
($2,175) 

6% 
($241) 

5% 
($239) 

72% 
($3,138) 

•Definitions of Policy Options: 

Within 
Employers 

6% 
($241)  

5% 
($241) 

0% 
($0) 

17% 
($724) 

28% 
($1, 199) 

Policy' 

Pay Equity 
EEO/AA (A) 

Equal Education 

EEO/AA (B) 
Equal Education 

Pay Equity 
EEO/AA (A) 

Equal Education 

EEO/AA (B) 
Equal Education 

Pay Equity 
Equal Pay 

EEO/AA (A) 

EEO/AA (B) 

Pay Equity 
Equal Pay 

EEO/AA (A) 

EEO/AA (B) 

1 )  Pay Equity: Equal pay for work of equal value as determined by a job classification 
system free of gender bias. 

2) Equal Pay: Equal pay for equal work as defined in the 1963 Equal Pay Act. 
3) Equal Education: Equal access to ad opportunity in education. 
4) Equal Employment Opportunity (EEO): Nondiscrimination in employment. 

Affirmative Action (AA): Employment goals to assist women and minorities under
represented in certain jobs/occupations. 

(A) Job assignment practices 
(B) Hiring practices 

at a serious pay disadvantage. While pay equity is not a common policy 
option considered for addressing starting pay differentials, the findings of 
this study suggest that such a policy has the potential to remedy a significant 
amount of the gender-related starting pay difference. 



386 IRRA 46TH ANNUAL PROCEEDINGS 

Another importa.nt finding, as speculated by Johnson and Solon (1986), 
is that employer data more accurately distinguish between inter- and intra
organization pay differences than do industry data as presented in Table 1 ,  
Models A and B .  This is consistent with other relevant literature (Blau 
1977; Buckley 1971) and reinforces the importance of organization-level 
data in studying pay determination (Gerhart and Milkovich 1990). How
ever, in the case of more completely specified models such as our Models 
C and D, the employer variables do not distinguish within-employer differ
ences any differently than industry. 

Finally, this study suggests that there are no simple explanations or 
solutions to the pay differential between women and men. In addition to 
the fact that starting salary differences between women and men occur 
both within and between employers, pay differences are due to a variety of 
factors, which suggests the need for an integrated approach of targeted 
policies to address these differences. 
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D ISCUSSION 

JOHN DELANEY 
University of Iowa 

The subjects of the papers included in this session may seem minimally 
related: judicial rejection of arbitration awards, striker replacement, and 
pay equity. It is not the subject but three aspects of the field of industrial 
relations (IR) that provide the critical link across the studies. First, each 
paper focuses on a "labor problem," just as the early work of John R. Com
mons and his associates emphasized labor problems. The authors under
take objective and systematic analyses of the problems but do not trans
form the studies into the steri le  and far- removed assessments that 
characterize much academic research today. By using systematic examina
tions to assess and offer solutions to human problems, each paper is deeply 
rooted in IR tradition. 

Second, each labor problem raises questions of public policy and how 
such policy might be designed and implemented to be effective. Two of the 
papers deal with the expanding individual rights that are being granted and 
defined by public policy. As the authors indicate, however, it is more diffi
cult to enforce policies encouraging pay equity and discouraging sexual 
harassment-policies emphasizing the rights of individuals-than it is to 
proclaim them .  The third paper addresses collective rights and, more 
specifically, whether bargaining rights are emasculated by common law 
permitting the permanent replacement of strikers. Regardless of how indi
viduals feel about any of these rights, the public and judicial policies 
underlying them are undergoing careful scrutiny today. 

Third, and related to these issues, each of the papers is linked by the 
presence of (traditional IR) values advocating that workers be treated 
respectfully-values the different authors infer from the specific policies 
they study. In essence, the papers advocate a focus on work-outcome crite
ria other than efficiency. 

Having noted the ties across the papers, I have some specific comments 
on each study. Increasingly, arbitrators are being asked today to decide cases 

Author's Address: College of Business Administration, University of Iowa, Iowa City, 
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where contract language and public policy (or two public policies) do not 
coincide. Although the Petersen paper focuses on four cases, and the federal 
courts have split their rulings in those cases, it is too early to draw conclu
sions about court treatment of arbitrated sexual harassment claims. But it is 
not too early to observe that Petersen's analysis hints at an ominous trend 
where courts are increasingly willing to examine the merits of arbitration 
cases that have been appealed, the Steelworkers' trilogy notwithstanding. 

The Graham and Gerhart paper suggests some disturbing findings with 
regard to gender-based pay equity. Even after collecting new and very 
appropriate data for the analysis, the authors find persistent gender-based 
pay differentials both between and \vithin firms. So much for the Equal 
Pay Act. Although the authors speculate about the usefulness of a variety of 
pay equity policy options, it is not at all clear that strong options could be 
enacted into law or, if enacted, would minimize women's pay disadvantage. 
This may suggest that other ways of dealing with this problem should be 
explored. For example, there is considerable evidence that unionization 
reduces gender-based pay inequity. Although this is not likely to be an 
option for the women graduating from the prestigious university studied by 
Graham and Gerhart (as those students took managerial jobs), it may be an 
option for other women who face the same obstacles. Another option, 
appropriate in university settings, would be to determine whether negotia
tion-skills training reduces pay inequity. Although laboratory studies of the 
effectiveness of such training between genders are inconclusive, it would 
be worthwhile for researchers to examine this issue to see if courses on 
negotiation could help overcome this societal problem. 

The Budd and Pritchett paper is consistent with a growing body of evi
dence on the effects of prohibiting the permanent replacement of eco
nomic strikers. That literature generally suggests that employers are not 
unduly harmed and unions are not unambiguously aided when public pol
icy prohibits the permanent replacement of strikers. This paper examines 
the issue in a way that differs from prior studies. Budd and Pritchett ask 
whether union bargaining power is increased by the implementation of a 
ban on permanent replacements; they use an accepted conventional mea
sure of bargaining power-the log of the average real wage over the life of 
a union contract. Ultimately, they find that once other statutory policies are 
controlled in their large sample of Canadian bargaining units, the imposi
tion of a ban on permanent strike replacements does not have a statistically 
significant influence on wage outcomes. They take this to mean that a ban 
on permanent replacements does not substantially alter the balance of 
power between labor and management. 
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It is important to note that the Budd and Pritchett paper is technically 
well done. It contains no major flaw that would predict the result reported. 
One interpretation of the finding, however, is that the issue of striker 
replacement is more symbolic than substantive-a conclusion that is seem
ingly at odds with the experiences cited by unions (and managers) as rea
sons for banning (allowing) permanent replacements. This seeming incon
gruence may serve to intensify rather than reduce the debate over the 
effects of striker replacement. Nevertheless, that would be a useful out
come because labor and management will each be better off if this debate 
is broad, for the underlying differences in the parties' positions are as 
much a question of values as an interpretation of facts. 

Overall, each of these papers contributes to an important policy debate. 
Taken together, the papers also illustrate some consequences of the grow
ing litigiousness and polarization of our society. Specifically, the desire to 
debate and discuss seems to be less important today than the desire to win. 
Ultimately, in the realm of IR, firms and managers must decide whether 
they are really better off with fewer unions and more laws covering individ
uals' employment rights. Ironically, the elimination of unions virtually guar
antees the development of a system of workplace rights that is conceived, 
overseen, and enforced by lawyers, lawsuits, and the courts-precisely the 
situation that employers speak against. 



DISCUSSION 

PETER FEUILLE 
University of Illinois 

There are an increasing number of pubhc policies that regulate work
place behavior and thereby impinge on the abilities of employers, employ
ees, and unions to act in their self-interest. The papers in this section nicely 
illustrate three of these policies: pay equity, striker replacement, and judi
cial review of arbitration awards. The connecting theme across these 
papers seems to be that the impact of these actual or potential policies is 
limited. 

Graham and Gerhart do an excellent job of identifying the reasons for 
the male-female gap in starting pay among a select sample of highly edu
cated and relatively homogeneous men and women. Their most notewor
thy finding is that the person's choice of college major has more influence 
on starting pay differentials than any other single factor. As the authors 
note, though, there are no easy public policy solutions to the substantial 
male-female pay differences they identify. For instance, their findings indi
cated that three-fourths of this gap occurs across employers, and it is not 
clear how this between-employer difference could be reduced by existing 
antidiscrimination policies. Further, their findings indicate that pay equity 
as a public policy could be expected to remedy 17% to 28% of the within
employer difference in male-female starting pay rates, and I agree with 
their assessment that the 17% figure is the better estimate. Their well
specified methodology provides a lot of confidence in this estimate-pro
vided that we accept the premise that a pay equity policy could accurately 
identifY and compensate the "work of equal value" as determined by an 
unbiased job evaluation system. It takes great faith in the job evaluation 
process to believe that a pay equity policy could finely tune male and 
female pay levels in the same precise manner that Graham and Gerhart 
computed these regression coefficients. In other words, even if pay equity 
is adopted as part of public EEO policy and works as it should, their 
research confirms that pay equity cannot be expected to eliminate very 
much of the male-female pay differential. 

Author's Address: ILIR, University of Illinois, 504 E. Armory Ave., Champaign, IL 
61820-6297. 
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Turning to the striker replacement issue, Budd and Pritchett's analysis 
is quite informative. Their study shows that manufacturing wages in Que
bec were about 5% higher than otherwise expected after that province 
passed its law prohibiting the use of all striker replacements. This wage 
effect was reduced by half, though, once other public policy controls were 
added to the equation, and the striker replacement coefficient was no 
longer statistically significant. It should be noted that the average bargain
ing unit in this sample contained 1,500 employees, which means that the 
typical unit in this sample is relatively large. To the extent that hiring per
manent strike replacements becomes more difficult as unit size increases, 
this sample may understate the impact of a striker replacement prohibition 
on the distribution of bargaining power in small units. 

In any case, Budd and Pritchett's results nicely put into empirical per
spective the arguments advanced by U.S .  partisans on both sides of this hot
button issue. To the extent that wage bargains in large manufacturing bar
gaining units are an accurate indicator of relative bargaining power across 
all union-management relationships, their results indicate that the prohibi
tion of both permanent and temporary strike replacements has not had a 
major impact on the distribution of bargaining power in Quebec. Accord
ingly, we should expect that a U.S .  law outlawing only permanent strike 
replacements would have even less impact at the bargaining table than the 
Quebec legislation. This means that the passage of the pending U.S. striker 
replacement bill should not hurt employers nearly as much as the over
heated political rhetoric suggests. By the same token, Budd and Pritchett's 
results suggest that the failure of this bill (i.e., the continuation of the status 
quo) should not hurt unions nearly as much as organized labor claims it is 
being hamstrung by the current Mackay Radio doctrine. However, the 
union and employer flamethrowers in the current debate are not about to 
lessen their zeal because of a few inconvenient regression coefficients. 

Turning to the judicial review of grievance arbitration awards, Petersen 
has taken a dull topic and livened it with a heavy infusion of sex. His paper 
informatively analyzes the clash between the older and firmly established 
common law policy of judicial deference to arbitration awards and the 
newer and equally firmly established statutory policy of prohibiting sexual 
harassment in the workplace. This clash has become more acute, for other 
evidence (not reviewed here) suggests that more and more awards are 
being appealed (usually by employers) on the grounds that the arbitrator's 
decision violates some public policy. 

Petersen analyzes four such decisions issued by the federal appellate 
courts during the past five years. The common elements of all four court 
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cases are that each involved a unionized employee who was discharged for 
engaging in sexually harassing behaviors, each employee grieved his dis
charge under the just cause for discipline language in the collective bar
gaining agreement, each discharge was arbitrated, each arbitrator rein
stated each employee (with varying amounts of back pay) ,  and each 
employer appealed to the federal courts to vacate the award. It is not pre
cisely clear what happened at the district court level in each case, but at 
the circuit level the courts split 2 to 2 in their responses to these employer
generated appeals. The Newsday (Second Circuit) and Stroehmann Bak
eries (Third Circuit) courts overturned the arbitration awards on the 
grounds that these awards violated a well-defined and dominant public pol
icy that prohibits sexual harassment in the workplace. In contrast, the 
Communication Workers (Tenth Circuit) and Chrysler (Seventh Circuit) 
courts upheld the awards on the grounds that the U.S.  Supreme Court had 
clearly instructed the lower federal comts to show considerable deference 
to arbitrators' decisions. 

Petersen's analysis nicely illustrates the dilemma of the reviewing 
courts in these duelling public policy cases. On the one hand, they do not 
want to appear to be tolerating sexual harassment by condoning the mild or 
no punishment of the harassers ordered by arbitrators. On the other hand, 
the Supreme Court has told the federal courts repeatedly since 1960 not to 
substitute their judgment in grievance disputes for the bargained-for judg
ment of the arbitrator. Petersen correctly concludes that an arbitrator does 
not violate the public policy prohibiting sexual harassment by reinstating an 
employee accused of sexual harassment, for there is no public policy that 
requires that every instance of harassment must result in discharge. How
ever, his analysis demonstrates that the long-established public policy that 
limits judicial review of arbitration awards sometimes will be overridden by 
federal judges when the judges are sufficiently disturbed by an arbitrator's 
ruling. 

In sum, these three papers make very useful contributions to our 
knowledge of the actual or likely effects of three workplace public policies. 
In particular, these papers do an excellent job of increasing our awareness 
of the limits of these policies. 



XIV. TRAINING FOR WORK: CROSS

NATIONAL COMPARISONS 

Whatever Happened to App renticesh ip 
Train ing? A B ritish , American,  

and Austral ian Comparison 

HOWARD F. GOSPEL 
University of Oxford and London School of Economics 

This article examines the training of blue-collar workers in three Eng
lish-speaking countries, chosen because of the historical similarities in the 
origins of their training systems. It focuses on apprenticeship training 
because historically this was the main formal method of manual worker 
skill formation in each country. However, in these three countries appren
ticeship has fared very differently: it declined at an early date in the U.S. in 
most sectors of the economy; it survived intact in Britain well into the post
World War I I  period but has declined in recent years; and it has survived 
relatively strongly in Australia up to the present day, though it is now under 
some pressure. The experience of these countries is in contrast to the Ger
man-speaking countries where apprentice systems have grown in coverage 
and remain very strong to the present date. This article examines the rea
sons for relative decline and survival and speculates about consequences. 

Apprenticeship is defined here as a method of employment and on-the
job training which involves a set of reciprocal rights and duties between an 
employer and a trainee (usually a young person): The employer agrees to 
teach or cause to be taught a range of skills, usually of a broad, occupa
tional nature; in return, the apprentice agrees to work for an extended 
period of time at a training wage which by custom is relatively low com
pared to the skilled worker rate but which normally rises on an annual basis 
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until the term of the apprenticeship is completed. A contract between the 
employer and the apprentice usually exists which may be in the form of a 
legal indenture, a formal agreement, or an informal understanding. 

In general terms, training may be coordinated in a number of different 
ways. It may be organized in the market, within the firm, by the state, or by 
a combination of these mechanisms. Apprenticeship usually partakes of a 
number of these modes. Thus it is very clearly a system based on occupa
tional markets which shape apprenticeship rules and constitute the job 
market for skilled workers. More competitive market forces of supply and 
demand also influence apprenticeship training such as decisions to become 
or to take on an apprentice. Apprenticeships are usually served within the 
one firm, and so for a period of time at least, the apprentice is a part of the 
firm's internal labor market. Apprenticeship systems may also overlap with 
state coordination of training in that apprentices may attend state-funded 
educational institutions, and the apprenticeship itself may be subject to 
certain legislative requirements. 

The Development of Apprenticeship Training in Britain 

In Britain the origins of apprenticespip go back to the guild system and 
artisanal trades such as building and printing, and it spread in the nine
teenth century to newer industries such as engineering and electrical work 
(More 1980). By the late nineteenth century, however, legal indentures had 
almost died out and been replaced by formal or informal agreements bind
ing the parties for between five and seven years. The apprenticeship was 
usually served within the one firm, but it was market-oriented in that train
ing was supposed to be in all-round skills which were externally mar
ketable. This suited all the parties concerned. It suited the apprentice and 
his family who knew that the youth would have wider job opportunities. It 
suited the employer who was dependent on craft production methods and 
required genuine craft skills. It also suited other employers who could sub
sequently acquire such skills in the market. In addition, it suited the trade 
union, since a long period of training in all-round skills restricted the sup
ply of labor, rendered their members mobile, and provided a support for 
wage rates. In Britain the system was supported from the late nineteenth 
century onward by the development of collective bargaining of a multiem
ployer nature which allowed for monitoring and enforcement of rules gov
erning apprenticeship. However, it should be stressed that in the British 
context, apprenticeship was given little state support and government 
intervention was minimal. 
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At various times in different industries, the apprenticeship system came 
under strain. In the late nineteenth century it was subject to pressure from 
technological change in industries where there was a growing division of 
labor. During the two wars it was subject to pressures of dilution as non
time-served workers were upgraded and as firms failed to take on appren
tices. During the depression of the interwar years, it also came under strain 
as many employers used apprentices as cheap labor and provided only nar
row training. Over time there were changes in the system of apprentice 
training. The period of training was gradually reduced to five, four, or three 
years. Apprentices started to attend local, government-provided night 
school and after World War II were allowed day-release. Also a growing 
number began to take examinations and to receive formal qualifications 
certified by educational institutions. 

There were some reforms of the system in the 1960s with the introduc
tion of training to standards, modular training, and improvement in off-the
job training in colleges. The interventionist Industrial Training Act of 1964 
and the levy-grant and Industrial Training Board ( ITB) system which this 
introduced supported apprenticeship training and also promoted its reform. 
The ITBs sought to spread the costs of training and to extend formal train
ing beyond the apprentice trades. Throughout the 1970s and into the 1980s 
reforms on these lines were gradually implemented, and modular and com
petency training began to replace time-serving. However, the system was 
not fundamentally reformed, and by this time it was being overtaken by 
other major changes affecting youth training in Britain (Senker 1992). 

With rising unemployment from the mid-1970s and the political pres
sures which this caused, governments introduced a series of schemes to 
combat youth unemployment and to provide training. The main develop
ment was the Youth Training Scheme (YTS) introduced in 1983 and now 
called Youth Training (YT). This began as a one-year (and in 1986 became a 
two-year) system of training under which the government provided the 
funds and employers or other training agents provided the training. The 
young persons were not apprentices with an employment status but trainees 
with a government allowance. There was no compulsion on employers to 
enter the scheme and often there was a dearth of good training places. 

The advent of YT(S) put training on the agenda of many firms which 
had previously given it little attention and spread formal training to young 
people who would never have done an apprenticeship. On the other hand, 
the schemes were largely intended to deal with problems of youth unem
ployment, and much of the training has been of a low level. Some firms 
which traditionally had apprentices replaced their programs with YT(S)  
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trainees. Others used YT(S) as a screening device and later upgraded some 
trainees to apprenticeship status. Simultaneously, therefore, YT(S)  both 
supported apprenticeship training by providing subsidies and undermined 
it by providing a state-funded alternative. 

In other respects Conservative governments since 1 979 have done 
nothing to support apprenticeship training. The Thatcher government 
repealed the Industrial Training Act and reduced trade union involvement 
in and monitoring of training arrangements. This has been replaced with a 
private-sector, "employer-led" system of Training and Enterprise Councils 
(TECs), groupings of employers charged with coordinating training locally 
and spending government funds on YT(S) and training measures for the 
adult unemployed. More recently, the government has initiated a national 
system of vocational qualifications under the National Council for Voca
tional Qualifications. Under this system, employer-dominated "lead bodies" 
draw up a national framework of standards based on "competencies" rather 
than time serving. The intention is to create a national system of portable 
qualifications, though these will be the subject of local employer testing. 
According to critics, the standards that are being established are often low 
and the range of skills narrow. Moreover, given the general nature of the 
qualifications and the lack of any compulsion on employers, there may well 
be an incentive to "free riding" unless employers can make the training suf
ficiently firm specific to prevent portability. 

This set of government interventions from the early 1980s onward has 
done little to support the traditional apprenticeship system. Indeed, cumu
latively they have served to undermine it. The ratio of manufacturing 
apprentices as a percentage of manufacturing employm ent had already 
fallen by 3 1 %  between 1969 and 1974 and fel l  by an additional 54% 
between 198 1  and 1987 (Gospel 1993a). As a result, Britain finds itself with 
a very mixed and uncertain system of skill formation: a deteriorating system 
of apprenticeship and occupational labor market training; a move toward 
unregulated markets; a simultaneous attempt to develop interfirm provision 
through the TECs; a move toward internal labor markets, though this is 
uneven and incomplete; more vocationalism within schools, but without a 
real system of school-hased training; and a move toward greater state inter
vention in terms of funding and compulsion on the unemployed to take up 
training places hut without any commensurate compulsion on employers. 

The U.S. 

In the colonial period, the U .S.  inherited from Britain a system of craft 
apprenticeships which were the main formal method of training for manual 
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workers well into the nineteenth century. However, these came under 
increasing pressure in the course of the nineteenth century, and by the 
early twentieth century, the traditional occupational apprenticeship had 
declined in most areas other than construction, printing, and in some met
alworking trades in a few large urban centers (Douglas 1921) .  

Elbaum ( 1991 )  has described how the traditional apprenticeship 
declined in the U .S .  because it lacked the efficiency advantages of the 
apprenticeship system in the U.K. In the context of high levels of geo
graphical mobility and employment opportunities, it was difficult for 
American employers to enforce apprenticeship rules and to prevent 
apprentices walking off with their employer's investment. Occupational 
training markets, therefore, ceased to operate effectively and to provide 
sufficient economic benefits for employers . Jacoby ( 1991 )  has also 
described how the apprenticeship system declined in the U.S. during good 
periods when labor mobility was high, and employers found it increasingly 
difficult to make apprentices complete their terms. By contrast, in bad 
periods employers found it burdensome to keep on apprentices and felt 
that their right to hire and fire was trammelled by apprenticeship rules. In 
this context, from the late nineteenth century onward, the traditional 
apprenticeship in the U.S .  was abandoned by most employers or in some 
cases was transformed into an institution that existed because unions could 
impose apprentice rules on employers in industries such as construction 
and printing. 

\Vhen viewed in comparative historical perspective, three other factors 
should be considered to explain the decline of apprenticeship training in 
the U.S. First, American employers could look to immigration as a source 
of labor, including skilled labor. Second, the development of mass produc
tion systems in large U.S. manufacturing firms had a profound effect from 
the late nineteenth century onward. These production systems depended 
on well-educated and trained managers (provided by the growing tertiary 
education system) but could be operated with semi- and unskilled produc
tion workers. Third, in the U.S. ,  unions were not only weaker, but multi
employer bargaining was also less widespread than in the U.K. Hence most 
sectors of the economy were lacking an important institutional support for 
apprentice training and a way of enforcing collective employer provision. 

Of course, skilled manual workers were still required in manufacturing 
industry. In the U.S. context, small and medium firms resorted to poach
ing, immigrant labor, and upgrading informally on the job. From the early 
twentieth century onward they also looked increasingly to training pro
vided by expanding high-school and college-level educational institutions. 
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Large firms, using specialized mass production techniques, adopted an 
internal labor market strategy. Firms such as Ford, GE, International Har
vester, and Westinghouse established their own schools, where workers 
(sometimes called apprentices) were trained in skills that were more spe
cific to the firm (Sundstrom 1988). When these large companies were 
unionized in the late 1930s, apprentice training arrangements often came 
to be organized bilaterally by the employer and the union and were set 
down in company collective agreements. Access to training was in large 
part determined by administrative criteria, especially seniority; training was 
a combination of on-the-job learning and in-house and college-based 
instruction; and at the end of the training period because of the seniority 
accrued, the trainee was likely to stay with the firm. This system had the 
advantage that training was done and in a way that was efficient for specific 
company production systems. However, it had the disadvantages that it 
could be narrow-training was for the job to be done-in line with the job
territory rules of the firm's internal labor market; the period of return on 
investment could be relatively short because of the age of the apprentice 
(30s-40s); and, from a broader social perspective, these arrangements 
excluded workers who were not insiders in the internal labor markets of 
big firms. 

Thus in the nonunion sector, training for skilled work was and still is 
provided by a combination of informal on-the-job learning and varying 
degrees of formal training and college-based instruction. It is mainly in 
unionized parts of the construction industry that the traditional occupa
tional apprenticeship still persists, and a form of in-house apprenticeship 
also exists in some large unionized manufacturing companies. At the pres
ent time there is some talk about (re)introducing apprenticeship training in 
the U . S . (Rosenbaum 1992), but the institutional supports seem to be 
largely lacking. 

Australia 

Australia also inherited a system of apprenticeship training from Britain 
(Shields 1990). However, as in the U.S.  by the late nineteenth century, the 
apprenticeship system in Australia had come under great pressure. Legal 
indentures had largely died out, and it was difficult to enforce apprentice
ship rules. Also during this time, it may have been difficult to enforce 
apprenticeship rules in a situation where immigration and labor mobility 
were high as it was in the U.S. In an economy where cyclical fluctuations 
were pronounced, in times of economic prosperity apprentices quit their 
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jobs, and in times of depression employers were reluctant to take on and 
train apprentices. 

However, apprentice training survived in Australia and prospered; and 
of these three English-speaking countries, it is in Australia that it has 
remained the strongest. In 1990 approximately 23% of all employed 15 to 
19 year olds in Australia were doing an apprenticeship. A rough calculation 
of total apprentices as a percentage of the employed labor force may be 
made for various years from the late 1970s onward. This provides a figure 
of just over 2% for Australia, less than 1 .5% and declining for Britain, and 
around 0.25% for the U.S. For the metal working industries, apprentices 
represented roughly 10% of employment in Australia, 3% in Britain, and 
around 0.5% in the U.S. By international standards the Australian figure is 
high and is surpassed only by German-speaking and related countries 
(Germany, Austria, Switzerland, and Denmark) where apprenticeship also 
covers a broader range of occupational groups. If manufacturing alone is 
considered, Australia in the mid-1980s had a slightly higher proportion of 
manual worker apprentices ( 10.6% of all manufacturing employees in Aus
tralia as opposed to 10. 1% in West Germany) (Gospel 1993a; Gospel 
1993b; Elbaum 1991 ;  Sweet 1990). A number of factors combined to 
ensure the survival and growth of apprentice training in Australia. 

The apprenticeship system suited the product and labor market situa
tion of Australian employers. In manufacturing in the early twentieth cen
tury, given that product market size was limited and much work was of a 
small batch, jobbing, or repair nature, scope for capital substitution was 
low, and what was required by employers were all-round, adaptable skills 
such as were produced by the apprenticeship system. Firms, which were 
often small in size with weak managerial hierarchies, were not for the most 
part able to develop internal labor market systems of training. The external 
labor markets in which Australian employers operated were not as subject 
to mass immigration as in the U.S .  in the late nineteenth and early twenti
eth centuries, and though mobility was high, it was for the most part within 
a few relatively concentrated urban labor markets. In these circumstances, 
apprenticeship continued to perform a valuable economic function, facili
tating investment in training and providing a good supply of workers with 
all-round, recognizable skills. 

Another major support for apprenticeship training in Australia was the 
role of the state and the development of a distinctive industrial relations 
system. From the early twentieth century, the creation of a system of com
pulsory arbitration and legally binding awards served to restore and codify 
apprenticeship rules and make them legally enforceable on employers. As 
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this extensive and elaborate system developed, it laid down rules for each 
major trade on the numbers, conditions, and wages of apprentices. These 
awards were either regional or national and acted as a form of marketwide 
regulation. The award system also served to strengthen trade unions and in 
this way provided further institutional support for apprenticeship. 

In Australia the state also played an important role in three other 
respects. First, the largest employers in Australia were federal or state 
institutions such as the railways and public utilities. In a spirit of public ser
vice and a relatively protected market situation, these employers felt 
obliged and able to support apprenticeship training. Second, from the 
beginning of the twentieth century onward, Australia developed a strong 
system of technical institutions where trade courses were taught and which 
apprentices attended in relatively larger numbers than their counterparts 
in the U.K. and the U.S .  Because of the factors cited above, this did not 
displace but rather complemented apprenticeship training. Third, after the 
World War II when the apprenticeship system came under pressure from 
higher levels of immigration, the government established a system for test
ing and certifying the craft skills of immigrants which supported appren
ticeship training. 

More recently under Labor governments, Australia has not gone down 
the free-market, deregulatory road of the U.K. There has been state inter
vention in the form of the Australian Traineeship Scheme, but this has not 
been as large as YT(S) in the U.K. and has not subverted apprenticeship 
training. Change has been much more related to the reform of collective 
bargaining and the introduction of more flexible awards, which usually 
make provision for apprenticeships and their joint regulation with the trade 
unions. Australian governments have subsidized apprenticeship training 
and written apprenticeship into a newly created national system of compe
tency-based qualifications (Gospel l993b). 

Conclusions 

The course of apprenticeship in these three countries would seem to 
have been determined not so much by the supply of potential apprentices 
or even by the price of apprentice labor. It has been determined much 
more by the presence or absence of institutional and state supports and the 
needs and capabilities of employers. Over the last decade, free market
based approaches to training were in vogue in the U.S. and Britain; there 
may also have been a move toward a strengthening of internal labor market 
systems in Britain and Australia, though these are still underdeveloped 
compared to the U.S . ;  in all three countries there has been greater state 
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interest in training, though this has ranged from the purely facilitative in 
the U.S. ,  to the more interventionist in Britain, and the rather more direc
tive in Australia. The outcome of these changes is that these three coun
tries find themselves with very mixed systems of training which are com
monly held not to compare well with Germany (with its apprenticeship 
system),  Japan (with its strong internal labor market-based system) ,  or 
France (with its school-based system). Where apprentice training survives 
in these English-speaking countries, there is much to commend its contin
ued existence. However, to survive in the future or to be revived, it needs 
significant institutional and government support and incentives or compul
sions for employers. 
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The Wisconsin Regional Tra in ing 
Partnership :  A National Model 

for Regional Modernization Efforts? 

JOEL ROGERS 
University of Wisconsin-Madison 

This paper reports on an effort now underway in southeastern Wiscon
sin to establish a labor market board for the regional labor market of the 
greater M ilwaukee metro region . 1  The board, called the Wisconsin 
Regional Training Partnership (WRTP), features a variety of institutional 
innovations in areas of national policy concern-primarily in training, 
manufacturing modernization, and labor market service delivery-that 
warrant its examination as a national model for improving the U.S. perfor
mance in these areas. The WRTP is bottomed on unusually dense and 
active cooperation between individual firm managers and labor representa
tives, among firms, and between the private sector and the state. Its devel
opment suggests the emergence and utility of a more spatially defined 
industrial relations system with clearer public regulatory functions in 
which wage norms and power sharing within firms are increasingly driven 
by concern for ensuring an effective institutional supply of inputs for eco
nomic upgrading, including the maintenance of learning capacity within 
the regulatory institutions themselves. 

The paper has three parts: ( 1 )  a bare-bones overview of the WRTP's 
core activities and structure, (2) notice of its relevance to current national 
policy debates, and (3) some speculation on future directions! 

Overview of the WRTIP 

The WRTP engages in two broad sorts of activities: one-stop shopping 
for labor market services and the organization of sectoral training consortia. 

Labor market service coordination is achieved primarily through the 
WRTP's HIRE (Help in Re-Employment) subsidiary, which aims to service 
displaced or threatened-with-displacement workers. Closely coordinated 
with "early warning" systems in place in the leading unionized plants in the 
Milwaukee metro area and with local social service agencies and funders 
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(both state agencies and such private organizations as United Way), HIRE 
provides comprehensive assessment and job search assistance to displaced 
workers, eases their transition into training programs, and provides referral 
and counseling on eligibility for various public and private assistance pro
grams. Funding is provided largely through JTPA grants with some direct 
supplemental assistance from the state. The involvement of the United 
\\'ay and other private service agencies provides a multiplier on these pub
lic efforts. '  

More interesting for our purposes are the sectoral organizing efforts. 
Under the terms of its organizational charter,' the WRTP is dedicated to 
creating a series of sectoral training consortia, the first of which, the Wis
consin M anufacturing Training Consortium (WMTC) ,  is now well 
advanced. Concentrated heavily in metro Milwaukee's metalworking indus
try,' founding members of the WMTC include many of the largest and 
most advanced manufacturing firms in the region-including such well
known firms as A.C. Rochester, Allen-Bradley, Harley-Davidson, Har
nischfeger, Johnson Controls, and \Vaukesha Engine." Production workers 
at most member firms belong to the JAM, UAW, USA, UE, UPIU, or other 
industrial unions also represented in the governance of the effort. 

The basic idea of the sectoral training consortia is to overcome free
rider problems in the provision of broad and advanced training by organiz
ing a critical mass of lead firms to jointly commit to shared standards on 
training effort, standards, and administration. An auxiliary idea, regarded 
by all parties as essential to success, is to move the control of training away 
from the "core of entrepreneurial control" toward full jointness in decision 
making. These goals are reflected in the structure and activities of the 
WMTC. Member firms stipulate to benchmarking a certain percentage of 
payroll to the training of frontline workers; to training according to regional 
skills standards that they and their labor counterparts devisc;c to making 
access to the increased pool of training dollars available to any worker who 
wants it; to establish a workplace learning center at each production site to 
provide assessment, counseling, and delivery of training services ;' to gov
erning this center, as well as their increased human capital budget gener
ally, through a joint labor-management committee with at least .SO% of the 
membership comprised of independently selected worker representatives; 
and, increasingly, to conform internal compensation practices to workers' 
position in the skill hierarchy defined on a suprafirm basis .'' Unions stipu
late to competency testing in tlw ascertainment of skill and to greater flexi
bility in tying wag(' compensation to demonstrated competencies . '" 
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Firm 

AC Rochester 
Allen-Bradley 
Carlson Tool and Mfg. 
Delco Electronics 
Electrotek 
Garden Way 
GE Medical Systems 
Harley-Davidson 
Harnischfeger 
Johnson Controls-Systems 
Johnson Controls-Battery 
MagneTek 
Master Lock 
Motor Castings 
Navistar 
PM Plastics 
PPG Industry 
Stroh Die Casting 
Waukesha Engine 

TABLE 1 
WRTP Charter Members 

Product Market 

catalytic converters 
automation controls, components, systems 
custom die casting dies & plastic molds 
microcomputers, guidance systems 
circuits boards 
lawn & garden equipment 
medical equipment 
motorcycle engines 
mining & construction machinery 
temperature & other bldg. control devices 
automotive & industrial batteries 
drives, drive systems 
locks, padlocks, lockers 
iron castings 
iron castings 
custom plastic parts & products 
protective coatings & resins 
zinc & aluminum castings 
engines, generators 

Employment 

1200 
4000 

85 
2400 

200 
400 

3800 
1600 
2468 
3387 

400 
1450 
230 
425 
125 
600 
200 
900 

The WRTP effectively institutionalizes a new bargain in labor-manage
ment relations. The critical elements of this bargain are ( l) compensation 
is increasingly tied to demonstrated competencies; (2) competencies are 
defined on a sectoral and regional (rather than firm) basis through dynamic 
benchmarking of firm best practice in the regional labor market; (3) 
worker access to training and the definition of skill clusters is such that any 
motivated worker is able to move from any point in the skill set to any 
other through a series of incremental moves; (4) management of frontline 
work-force training and skills standards is truly joint. From this bargain, 
management gains a better-trained work force inside the firm, a better
trained pool of labor outside it, and greater flexibility in work-force deploy
ment. Workers gain security and greater possibilities for internal promotion 
and external portability. Both sides gain real partners in managing eco
nomic uncertainty and industrial upgrading. 

Governance of the WRTP is tripartite (four representatives each from 
labor and business, five representatives of area technical colleges, PICs, 
and the state Department of I ndustry, Labor, and Human Relations 
[DILHR]); governance of the WMTC is bipartite (six representatives each 
from labor and business, with "technical liaisons" to the area technical col
leges). Funding for substantive activities is provided almost exclusively by 
member firms who are now spending several million dollars annually on 
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training under the terms of the agreement. Funding for the executive staff 
of the organization has been provided largely through the Wisconsin AFL
CIO but has recently gained public support from the state. 

Policy Relevance 

The WRTP and its subsidiary organizations exhibit distinctive institu
tional and programmatic features of national policy interest. These include 
close and formalized working relations among private firms and unions and 
between government and industry; joint labor-management governance in 
the human capital budgets of unionized and unrepresented firms; on-site 
facilities for accessible, confidential education and assessment services pro
vided by technical colleges; joint development of sectoral skills standards; 
use of such standards by firms in hiring decisions and administrating inter
nal labor markets; future work-force programs combining classroom and 
workplace-based instruction for disadvantaged workers and youth; and 
consolidation of labor market service delivery within the region. 

Somewhat more specifically, current national policy discussion shows 
considerable interest in the following: 

• Redefining the delivery of training and other labor market services 
in ways that are simultaneously more attentive to customer needs and 
more capable of driving customer preferences in the right direction (i.e., 
toward high-performance work organization, higher productivity and 
wages, etc.) .  This entails (a) restructuring delivery mechanisms to conform 
less closely to preexistent juridical boundaries or program mandates than 
to functionally defined regional economies and labor markets, (b) permit
ting tradeoffs across and packaging of different services by providers within 
those markets, and (c) doing these things in a way that explicitly encour
ages appropriate economic upgrading. The WRTP does all these things. It 
lowers cost of access to a variety of programs and permits packaging and 
tradeoffs across established services. Unlike most "one-stops," however, it 
also conditions receipt of these benefits on participation in an ambitious 
scheme of upgrading. 

e Increasing private support for incumbent and entry-worker training. 
Even when employers want better-trained workers, however, they only 
increase their investment if the danger of free-riding (one firm's trainee 
becoming another firm's asset without compensation) is diminished. Com
parative experience instructs that there are basically two ways of doing this. 
One strategy, best developed in Japan, is to assure workers of long-term 
employment and to assure employers that it will be accepted. With workers 
kept within particular firms, each management is assured of payback to 
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training investments. Another strategy, best developed in continental 
Europe, is to compel (either through state or private associative action) a 
sufficiently large share of firms to train broadly so that each becomes effec
tively indifferent to the free mobility of workers between internal and 
external labor markets . As the European case makes clear, however, the 
"what's-good-for-the-hive-is-good-for-the-bee" approach requires extrafirm 
institutional supports. The requisite kind are largely lacking in the U.S. ,  
but a familiar speculation in U.S.  training discussion has been that those 
might be generated on a regional basis through consortia! efforts of the sort 
here described. The WRTP experience suggests that this speculation is not 
aimless. Having launched an ambitious initiative in the durable goods sec
tor (the WMTC), moreover, WRTP anticipates replicating this model in 
other sectors in the near future. 

• Developing competency-based sectoral skill standards. These 
promise a reduction in employer search costs, greater security for workers 
in unstable employment relations, and a means of regulating (without 
heavy "command and control" bureaucracies) the performance of both 
public and private training providers. Unless employers are committed to 
using such standards in their own hiring and internal promotion, however, 
the standards are close to meaningless. And employers will not use the 
standards unless they help create them. At the same time, any regime of 
employer-generated standards risks obvious devolutions from the public 
interest in upgrading and the worker interest in protected capacities for 
mobility. The WRTP suggests one solution to this problem-joint determi
nation among a cluster of leading firms and unions, as assisted but certainly 
not led by public training providers. 

• Improving the "school-to-work" transition in U.S .  labor markets 
through increasing the workplace-based component of secondary and early 
postsecondary instruction. A problem with most current proposals, how
ever, is their inattention to the universe into which new labor market 
entrants are transiting. Unless firms already have significant capacities and 
incentives to provide training and are doing so already with their incum
bent work force, it is most unlikely that "youth apprenticeship" or "tech 
prep" systems with a workplace-based instruction component will reach 
adequate scale. The WRTP is developing pilot projects under more favor
able conditions of intrafirm and incumbent worker training innovation. In 
effect, it has organized the incumbent worker training system, and having 
done so, its member firms are better prepared than disorganized ones to 
accept, direct, monitor, and actually deliver effective training to entry 
workers. 
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• More generally, moving U.S .  labor relations beyond the present sys
tem of "job control" unionism and management hostility to collective 
worker voice. Most observers of contemporary U.S.  industrial relations rec
ognize that the system is not working well for workers or the general econ
omy. Most also recognize that unions or other worker organizations, if they 
are to advance the living standards of their members, need to get more 
deeply involved in securing productivity, and that management, if it wants 
the cooperation and loyalty of workers in securing firm goals, needs to 
strike a new bargain on the internal labor market in sharing the fruits of 
firm success. And most know that securing the wage and productivity
enhancing measures needed for this new bargain is currently baffled in the 
U.S .  by the fact that no individual firm or agreement negotiated within an 
individual firm can do this on their own. The WRTP is an innovative exam
ple of interfirm, interunion, and union/nonunion cooperation in providing 
skills and securing a skills-based system of compensation in an environ
ment in which the boundaries of the individual firm are permeable and not 
robust. It presents an instance of a "virtual hiring hall" and "virtual appren
ticeship" corresponding to the rise of the "virtual firm" and points toward 
the more spatially defined, firm-indifferent labor relations system likely 
needed to meet compensation and productivity concerns in the global 
economy of heavily decentralized firms. 

What's Next? 

Business, labor, and public-sector principals in the WRTP see it moving 
in three directions in the future: 

1. Consolidation of the existing training consortium and its extension to 
smaller firms in metalworking. Initial recruitment to the WMTC was delib
erately targeted on large and advanced firms first-both because they 
would more likely recognize the need for an advanced training system, and 
because they would have the power (via supplier certification programs 
and other means) to organize the smaller firms themselves. The charter 
firm members and unions now wish to extend the reach of the effort to 
smaller firms. Firm managers see this as an obvious way to improve the 
quality of their local supplier base. Labor sees it as a natural foundation for, 
in effect, "sectoral bargaining" with a pattern agreement (on training and 
on wages) applied to all area firms in the sector. All this would apply both 
to the incumbent worker and emerging entry-worker or "youth" compo
nent of the project. 

2. Extension of the model sectorally to other industries in the Milwaukee 
area and extension of it spatially" to other regions of the state. The former 
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will likely involve efforts aimed at the hospitality industry and public sector. 
The latter will be a large political project, but one which enjoys broad sup
port. This support is evident within Wisconsin labor but comes as well 
from DILHR and even from a Republican governor perhaps better known 
nationally for his promotion of private school vouchers and welfare 
reform-all of which now see the WRTP as a model for labor market ser
vice delivery and human capital system consolidation within Wisconsin 
generally. 

3. Extension of the model into technology diffusion and manufacturing 
modernization efforts. While the WRTP has thus far focused principally on 
the human capital aspects of industrial upgrading, the close working rela
tions among firms, across unions, and between the private sector and the 
state, and the limits of a "human capital only" approach (well recognized by 
members) underwrite enthusiasm for getting more directly and actively 
into manufacturing modernization of the whole of the regional manufac
turing base. Members of the WRTP recently decided to enter the next 
round of NIST competition for a manufacturing technology center, out
reach centers, and other aspects of the emerging modernization infrastruc
ture-aiming to establish the first U.S. manufacturing extension and mod
ernization service in the country in which labor and business were 
genuinely joint partners. 

APPENDIX 
WMTC Training and Certification Model 

Certificate Skill Level Occupations Competencies 

Introductory Traditional All Computing, listening, 
manufacturing basic skills occupational problem-solving, reading, 
eertificate clusters speaking, team-building, 

writing 

Intermediate Basic All Work teams, statistic 
manufacturing occupational occupational process control, trouble-
eertificate skills dusters shooting, computer liter-

acy, etc. 

Advanced Technical Machining, Parts programming, 
manufacturing occupational electronics, preventive maintenance, 
eertificate skills welding, etc. etc. 

Endnotes 
1Following local convention, we define Milwaukee metro region as the area covered 

by Milwaukee, Ozaukee, Washington, and Waukesha counties. The population of the 
region is 1.5 million, with approximately 180,000 employed in manufacturing. 
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2Space does not permit review of the history of how the WRTP got started, or orga
nizing difficulties along the way. Suffice it here simply to assert that while the conditions 
in Milwaukee were in various ways favorable to the emergence of the institution, we do 
not judge them uniquely so--i.e., we judge the model indeed to he replicable in other 
metropolitan labor markets. 

3In part inspired by the HIRE experience and in larger measure moved by the same 
pressures that have led other states to do the same, Wisconsin has sought to consolidate 
job search, training referral, and other assistance in its growing network of "job centers." 
These are expected to get a big boost from the Clinton administration's program initia
tives in one-stop shopping. It is possible, though at present not likely, that HIRE will be 
superseded by these state-led efforts. More likely, it will continue to function as a center, 
albeit integrated into the developing state network-perhaps with special responsibility 
for coordinating dislocated worker one-stop shopping in the Milwaukee area. 

4See "Wisconsin Regional Training PartnershirOrganizational Charter" on file 
with author. 

5Given their importance in the regional economy "'�thin the universe of metalwork
ing, we are particularly interested in the following sectors (Standard Industrial Classifi
cation number given in parentheses): foundries (332), engines and turbines (351) ,  farm 
machinery (352), construction and related equipment (353), metalworking machinery 
(354), general industry machinery (356), miscellaneous industrial and commercial 
machinery (359), electrical industrial apparatus (362), and motor vehicles (371) .  

"The concentration on large firms, while not exclusive, was deliberate. The thought 
was that if the large firms could be organized, the lesser ones could be made to follow
through supplier certification and other programs enforced by the large purcha�ers from 
them. 

7The standard-setting process builds on the Wisconsin Educational Skills Analysis 
(WESA) instrument and process, which is strongly oriented toward getting organization
wide consensus on skills needed for production tasks. Technical colleges collaborate 
with joint steering committees in this skill specification process in providing confidential 
interviews and observations of workers and in actual testing and other assessment. This 
heavily (or relatively) "worker-centered" approach improves the quality of information 
used for contextualized workplace curricula and performance-based assessments and 
promotes mutual agreement on occupational qualification requirements. The vVMTC is 
currently in the process of creating three manufacturing certificates as occupational 
clusters/pillars in what is envisioned a� an essentially modular skills system (see Appen-
dix). 

8Here the WMTC builds on a more general emerging v\'isconsin model of workplace 
education-now present in close to 100 flrms-hased on local partnerships between 
management, labor, and technical colleges. In both unionized and unrepresented firms. 
joint steering committees design and administer a "workplace education center." As neu
tral third parties, local technical colleges provide confidential assessment, counseling, 
training and certification services. The on-site delivery of com prehensive services 
improves accessibility ami personalizes training. Computer-assisted ami video-based 
instruction facilitates self� paced learning on an open entry/open exit h<L�is. A network of 
peer advisors publicizes the program among fellow workers and carries their concerns 
hack to the steering committee. 
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9Unlike the other elements in the agreement, the points about compensation are not 
stipulated to formally, though they are de facto increasingly operative and understood as 
norms. 

1�echnical assistance to the project is provided by the Center on Wisconsin Strategy 
(COWS), a research and policy center directed by the author. The final structure of the 
WMTC conforms closely to that recommended by COWS at the beginning of its negoti
ation. See Joel Rogers and Wolfgang Streeck, "Recommendations for Action" (COWS 
December 1991), on file with the author. 

1 1 And, again, quasi-juridically. 
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Large Japanese firms are well known for their ability to develop skills 
on the job and to involve all levels of workers in continuous improvement 
and problem solving (Koike and Inoki 1990). In contrast, U.S. firms are 
said to undertake much less training of nonprofessional or nonmanagerial 
workers who are seldom involved in suggesting improvements or solving 
problems (OECD 1993). This paper analyzes the institutional framework 
within which firms create employment systems that result in these 
observed outcomes. \Ve then discuss the actual training structures and 
wage profiles at Japanese and U.S.  firms in the electronics and automobiles 
industries. We argue that lifetime employment security in Japan, which is 
said to solve the public good problem of providing general training, repre
sents only one element of the institutional differences that account for the 
differences between Japanese and U.S .  outcomes. U.S.  institutions also 
reduce finn-provided training because skill ladders are shortened by cus
tomary job assignment, transfer and promotion practices, as well as by the 
asymmetry of risk taking between employers and employees. 

Conceptual Framework and Empirical Context 

We assume the firm operates in an institutional labor market in which 
workers queue for the preferred jobs at the firm and are then rationed 
within the firm by an employment system tl1at determines job assignments, 
training, promotions, earnings, and layoffs. '  A finn creates an employment 
system that is economically consistent with the firm's environment: the char
acteristics of the industry or product market, the economy's macroeconomic 
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performance, and the industrial relations institutions, including both legal 
constraints and social norms. In this paper we focus on the factors that 
directly affect a firm's choice of training, career paths, and wage profiles. In 
general, training decreases with the use of seniority and increases with penal
ties for job change, long career ladders, steep age-earnings profiles, and high 
earnings variance within and between occupations. The U.S. situation is more 
complex than the Japanese, since most large companies in Japan have a 
union, while unionization among large companies in the U.S.  is very uneven. 

The empirical context of 
.
training, tenure, and age-earnings profiles in 

Japan and the U.S.  is presented in Tables 1 and 2. Table 1 indicates the dif
ferential incidence of worker training and job tenure in Japan and the U.S. 
The first column shows the percentage of Japanese employees who indi
cated that they had received company-provided, formal, off-the-job train
ing since being hired by the current firm; the second column shows aver
age years of tenure with the firm. The U .S .  data in the third column 
indicate formal company training, while the fourth column refers to any 
kind of training-whether through a formal company program, informal 
on-the-job training, courses at a school or university, corespondence 
courses or other means. A comparison of columns 1 and 3 indicate huge 
disparities between reported Japanese and U.S .  training incidence, con
firming previous studies. Since occupational differences in training arc 
much greater in the U.S.  than in Japan, these columns understate Japa
nese-U.S .  training differences for blue-collar workers. 

Further study of Table 1 indicates that the quantitative differences may 
not be so great. First, the greater level of job tenure in Japan biases the 
training incidence data upward. But studies that hold tenure constant still 
find a very similar differential (OECD 1993). Second, much training in the 
U.S.  is informal, while very little is in Japan. Using a broader definition, as 
in column 4, narrows the Japan-U.S. differences considerably. Even with 
this broader definition in the U.S.  survey, it is apparent that U.S.  workers at 
both large and small establishments report receiving much less training 
than their Japanese counterparts. But more importantly and as we empha
size below, training programs have a more cumulative impact on skill 
development in Japan than in the U.S.  

Table 2 provides data on wage profiles for male workers in the automo
bile and electronics industries in Japan and the U.S. As Table 2 indicates, 
age-earnings profiles are much steeper in these industries in Japan than in 
the U.S. for both high-school graduates who are blue-collar workers and for 
college graduates who are white-collar workers. National data for each coun
try shown in Table 2 indicate that the automobile and electrical industry 
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TABLE 1 
Incidence of Training (Percentages) and Average Tenure (Years) 

Japan and the United States 

Japan United States 

Establishment Formal 
Size Training Tenure Training All Types 
30-99 59.5 8.9 
25-99 10.6 34.5 
100-499 75.5 ( 10.2) 13.2 41 .9 
500-999 83.6 (10.2) 18.4 47.7 
1,000 or more 89.5 13.7 26.2 52.2 

Tenure 

5.4 
6.8 
7.0 
8.4 

Japanese data are drawn from the 1989 Survey of Vocational Training in Private Enter
prises (available in Japanese only), which surveyed establishments with 30 or more regular 
employees. U.S. data are drawn from the 1991 Current Population Survey Training Sup
plement, which asked about training received to improve skills since obtaining current job. 

Source: "Enterprise Training, Labour Turnover and Skill Training," in OECD 1993, 
Tables 4.8 and 4.10 

age-earnings profiles are steeper than the national average. Yet the cross
national economywide differences are just as substantial as the cross
national industry-specific differences. 

We suggest that U.S .  institutions are not well structured to support 
firm-provided training because they do not solve the public good problem 
posed by general training in the absence of a long-term employment rela
tion, and because they do not counter the asymmetry of risk taking borne 
by firms who do offer training and employment security. The public good 
problem arises because an individual firm that provides transferable train
ing has no mechanism for ensuring that the firm can recoup the costs of 
training. In  the U.S .  there are no institutions to limit or eliminate job 
changing by experienced workers (as in Japan) or to ensure that a firm's 
competitors-and potential employer of job changers-participate in and 
pay for training (as in France and Germany). 

U.S.  institutions militate against workers bearing the costs of general 
training by accepting lower wages early in their working years. These insti
tutions include the prevailing U.S. practice of job assignment through post
and-bid systems in which seniority rather than cumulative skill develop
ment is the predominant factor, as well as an egalitarian ideology, especially 
in unionized contexts. The resulting relatively flat age-earnings profiles of 
production workers mean that employees do not bear the cost (or share in 
the reward) of firm-based general training. Consequently, employers are 
likely to underprovide training. 
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TABLE 2 
Age-Earnings Profiles, Japan and the United States, 1988-91 

Ratio of median earnings, employed males, ages 45-49 to employed males, ages 25-29 

High-school graduates College graduates 

Japan 

Motor vehicles 1 .9  2.7 
Electrical 2.0 2.8 
All manufacturing 1 .7  2.4 

United States 
Motor vehicles 1.9 1 .6 
Electrical 1.6 1 .8 
All U.S.  earners 1.4 1 .6 

Sources: Japanese data are calculated from the tapes of the 1 988 Basic Survey of 
Wage Structure, which is the Ministry of Labor's establishment survey of regular 
employees in companies with at least 10 employees and from the 1 992 Wage (Chingin) 
Census, vol. 3. 

The U.S. data are calculated from the 1989 to 1 991 March Current Population Sur
veys (CD-ROM version), which report earnings for the previous year. 

Cyclical volatility in the U.S.  adds to the risks borne by employers who 
provide general training. Relatively flat age-earnings profiles result in high 
mobility, especially during periods of low unemployment. Employers in the 
U.S .  who offer training and employment security to their workers bear a 
financial risk during periods of weak demand, only to find that workers do 
not reciprocate by bearing the risk during periods of high demand, when 
they can find and move to higher paying jobs. In contrast, in Japan steeper 
age-earnings profiles, which reward training and experience and reflect the 
development of skills through job assignments, result in a substantial wage 
penalty for job changers! 

Training and Wage Structures in Japanese Companies 

Although Japanese companies typically face tight labor markets with 
mild business cycles, which might induce high quits, the large companies 
offer lifetime employment and extensive training. In return, employees 
who are hired by large companies seldom quit, since job quitting entails a 
substantial wage penalty and loss of status.' In addition, companies sign 
"nonpirating" agreements. In this structure of lifetime employment rein
forced by lack of mobility for workers, the distinction between specific and 
general training breaks down, as training is used only by the provider-firm 
and is not transferred by the worker through job changes . The wage 
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penalty for job changers is a result of the upward sloping age-earnings pro
file. Wages rise automatically with tenure, reflecting the typical pattern of 
skill acquisition: employees develop job-related skills and knowledge 
through a series of job assignments that are decided by their superiors. 

The connection between training, skill development, and job assign
ment is critical in Japan. The U.S .  practice of permitting workers to choose 
to move between shifts in order to increase overtime or to move between 
departments because of preference would be seen in Japan as inconsistent 
with meaningful career ladders that create increasingly knowledgeable and 
productive workers. Experience consequently becomes much more equiva
lent to skill development and skill deepening. 

Japanese training structures a greater integration of classroom training 
with planful on-the-job training. In many companies each worker has a 
training plan with a time line for the year indicating when particular skills 
were to be learned and when on-the-job learning would be coordinated 
with courses and tests. Tests are administered both by the company and 
through a national qualifications system. 

The Japanese system for compensation and performance appraisal is 
more attuned to broadening employees' knowledge and skill. Individual 
pay does not depend so much on the particular job being performed dur
ing the pay period as in the U.S .  (and Europe) .  Instead, Japanese compa
nies pay according to age and job grade, the latter being determined by 
seniority and the cumulative effect of frequent performance appraisals. 
Performance or satei pay rewards the top 10%-20% of performers who 
assume leadership roles within their cohort. The performance appraisal 
provides incentives for passing along skills and knowledge to younger 
workers. The high performers are put on a faster promotional track and 
advance earlier to supervisory positions. 

Seniority plays no direct role in Japan in rationing workers through the 
firm's internal labor market. Shifts are rotated, management decides job 
assignments, vacation time is taken collectively at specified times or schecl
ulecl by the supervisor, and workers arc not subject to temporary or penna
nent lay off. As a result, seniority is not used in any of the activities in 
which it plays a determining role in the U .S .  

Occupational differences are less  sharp in  Japan than in  the U . S .  
Although high-school graduates fill production jobs and university graduates 
fill engineering and support jobs, both groups enter the company as union 
members and are covered by the same negotiated compensation system. 
University graduates enter at only a slightly higher earnings level as that of a 
high-school graduate with four years tenure. But university graduates move 
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up the job-grade ladder at a faster pace than high-school graduates and 
reach management status after 18 years, and fast trackers may do so in 1 0  
years. • Female university graduates are mainly relegated to office lady 
(menial clerical jobs) for the six to seven years or so that they are expected 
and encouraged to work. 

Although personnel practices in large Japanese companies are remark
ably homogeneous across industries and companies, there are interindustry 
dissimilarities that reflect differences in product markets. Compared to the 
automobile industry, the consumer electronics industry operates in a more 
competitive environment with shorter generational life, more competition 
from third world producers, and greater variation in products. This is 
reflected in the employment system in one major way-the Japanese elec
tronics industry is heavily dependent upon female production labor. Com
pared to male production workers in electronics or automobiles, fernalP 
electronics production workers perform relatively labor intensive opera
tions, receive relatively little training, do not move past the first level or 
two in job grade even if they remain with the company for many years, and 
are expected to retire after five or so years when they have children. In 
contrast, the employment and wage systems for male high-school and uni
versity graduates in the two industries are similar and correspond to what is 
thought of as the Japanese system. 

The use of women in the lower level production jobs in electronics 
results in lower labor costs and more flexibility in employment provided by 
high turnover. Since female workers are bunched at the bottom of the job 
ladder, the Japanese electronics industry can maintain a flatter hierarchy of 
jobs while allowing the male workers to experience normal promotion 
rates. The Japanese automobile industry, which does not hire regular 
female production workers,' gains flexibility by using female or foreign 
workers through subcontractors or suppliers. 

Training and Wage Structures in U.S. Firms 

Unlike in Japan, the automobile and electronics industries in the U .S .  
are dissimilar in  their employment systems for production workers, primar
ily because the automobile industry is unionized while the electronics 
industry is not. For this reason, they face different industrial relations insti
tutions as well as different product markets. For example, seniority is used 
more extensively in the largely unionized automobile industry than in the 
largely nonunion electronics industry. Yet, because of the importance of 
unions in shaping internal labor markets in the U.S .  and because of the 
possible threat of unionization, norms of fairness based on the use of 
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seniority to ration workers within the firm appear to be similar in the two 
industries. 

In the U.S.  context, the leading firms in the automobile and electronics 
industries are national leaders in providing training for their employees. 
The Big Three domestic producers in autos, for example, have negotiated 
extensive agreements with the UAW for jointly sponsored career develop
ment and apprenticeship training programs. A major electronics company 
has mandated that every employee receive at least 40 hours of formal train
ing per year; this goal is especially significant for production workers, who 
generally receive the least amount of training in U.S .  companies. In some 
companies skill charts are displayed, showing the extent to which each 
worker had mastered each of a team's tasks. At some other companies we 
visited, a pay-for-knowledge system organized the learning agenda for each 
employee. But these were the exceptions, and even they often organized 
training on an ad hoc and "as-needed" basis. Training programs and skill 
formation in these industries do not have the planful character and cumu
lative impact observable in Japanese companies. 

U.S .  electronics companies have more job grades so that production 
workers have longer career ladders than at U.S .  auto companies. Entry
level wages are lower in the U.S .  electronics industry, but eventually many 
long-term workers earn as much as U.S. auto workers, who face a flat age
earnings profile (except for the few who move into management or enter 
an apprenticeship program).  

University graduates are hired into the management and professional 
track in U.S .  auto and electronics. They are never members of the union. 
In the two industries, they operate under similar employment systems 
which include job security (except under exceptional circumstances), long 
promotion ladders based on performance as well as personal preference, 
and pay determined on an individual basis with high variance across work
ers of the same age and often of the same rank. In general, U.S. profes
sional and managerial workers face a steeper age-earnings profile with 
larger variance than their Japanese counterparts, who are union members. 
These differences tend to disappear after age 40 when most Japanese uni
versity graduates have left the union and become managers. 

A Comparison of Japanese and U.S. Employment Systems 

Although production workers in large Japanese and large U.S. compa
nies operate under structured internal labor markets, their respective sets 
of rules are dissimilar. Japanese institutions are structured to keep regular 
workers tied to a particular firm and to have career ladders that develop 
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the workers from unskilled to semiskilled to skilled workers and then 
supervisors over a lifetime. Job security coupled with long career ladders 
has been called by Koike "the white collarization of blue-collar workers." 
This system is compatible with automation and the replacement of many 
assembly workers with a few machine operators. However, it does rely 
upon high growth to facilitate steady downsizing and the promotion of 
workers through the system, as well as upon full employment to reward 
firms for providing employment security. Both business and labor rely 
upon wage moderation during the annual synchronous national wage nego
tiations (Shunto), coupled with high investment rates and long periods of 
full employment, to attain high growth rates. Temporary workers and the 
relocation of workers within the company and between the company and 
its subsidiaries provide the firm with some flexibility in employment with
out undermining the basic employment system. 

Facing weaker labor markets and more volatile movements in product 
demand, U.S .  firms are much more poised to adjust their employment lev
els through temporary layoffs using unemployment insurance or through 
permanent layoffs with plant closures than to provide steady employment 
with training and career ladders. Similarly, U.S. workers see job shopping 
as one way to improve wages and labor market opportunities as well as to 
respond to changing family needs. Instead of providing continual skill 
development, workers are identified as semiskilled and skilled. The sharp 
boundary between the two is reinforced by the lack of a natural progres
sion between the two levels and the absence of acknowledged gradations 
within each skill level. 

Relying upon seniority criteria and on relatively flat earnings profiles 
(in lieu of performance or skill pay) as "fair" undermines management's 
ability to structure training based on job assignment as is done in Japan. 
However, using seniority and flat earnings profiles to govern job assign
ments does have a function. It reduces the need to develop a fair evalua
tion system. Inequity problems in job assignment, transfer, and promotion 
have long been viewed by production workers and unions as a weak point 
of American management. 

Professional and managerial workers operate under similar employ
ment systems in large Japanese and large U.S.  companies. However, U.S. 
employees have more opportunities to move quickly up the corporate lad
der and to improve their labor market opportunities by changing firms. 
Compared to their Japanese counterparts, American professional and man
agerial workers operate in more fluid markets with a higher potential 
return to effort, creativity, and luck. Overall, the average return to a college 



420 IRRA 46TH ANNUAL PROCEEDINGS 

education, as well ;..s the variance, is higher in the U.S.  than in Japan. In 
contrast to the U.S . ,  one might term the Japanese system the "blue collar
ization of white-collar workers." 

Conclusion 

Employment security commitments made by large Japanese companies 
help to explain the greater incidence of company-provided training in 
Japan relative to that in the U .S .  But additional institutional differences 
between employment systems in the two countries also play important 
roles. Since both experience and accumulated skills are reflected in pay in 
Japan, age-earnings profiles are steeper and the penalty of job leaving is 
much greater than in the U.S .  Japanese companies do not suffer from the 
public good problem associated with training or the asymmetry of risk tak
ing associated with job security to the extent that U.S. companies do. They 
are better able to make tenure in the firm a skill-deepening experience 
because job assignments are organized according to skill progressions 
rather than by a seniority-based, post-and-bid system among "qualified 
workers," with personal preferences for transfer and promotion usually 
dominating cumulative skill formation considerations. In principle, U .S .  
companies and their employees could restructure training ladders, job 
assignment, and pay systems to be more focused on production workers' 
skill development over a career, as is more common for professional and 
managerial employees. Indeed, many workers may prefer to work in high
performance workplaces that provide longer training ladders and link 
increased skills and productivity to increased earnings. But given the cur
rent institutions of the U.S .  labor market, such restructuring is not easy for 
individual companies to accomplish, and it may well require a refashioning 
of broader elements of the U.S. employment system. 
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Endnotes 

1The large firms we are discussing operate in primary labor markets. Their own 
employment systems produce their internal labor market structure. 
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2Data in the Basic Survey on Wage Stm�ture indicate that male high school gradu
ates aged 35-39 who are just starting a job with a new employer earn 34% less in 
monthly scheduled wages than similar males with continuous employment since age 18. 

3During the boom years of  1 990- 9 1 ,  large companies did experience high 
turnover--often 15% per year--of production workers during their first year of employ
ment. 

4Japanese management begins at kacho (section chief), which is two levels above 
"foreman" (the Hrst management level in the U.S.). The Hrst two levels of supervisor 
(shunin, kakaricho) are in the union. 

5A common explanation suggests that the law preventing women from working the 
midnight shift prevents hiring them as regular workers, since the shifts rotate and all 
workers work all shifts. However, the electronics industry circumvented this problem by 
rotating only two shili:s and hiring a group of men, dubbed the night owls, to work the 
midnight shift. Often these men are long-time temporary workers. 

References 

Koike, Kazuo and Inoki. 1990. Skill Fomuztion in japan and Smttheast Asia: A Compar
ative Study. University of Tokyo Press. 

OECD. 1993. Employment Outlook , July, Chapter 4, "Enterprise Tenure, Labour 
Turnover and Skill Training." 



XV. ATTITUDE S U RVEYS OF UNION 

MEMBERSHIPS: LONGITUDINAL AND 

INTERNATIONAL PERSPECTIVES 

A Longitudinal Examination 
of U nion Steward Behaviors 

and Behavioral I ntentions 

JAMES E. MARTIN AND JOHN CHRISTOPHER 
Wayne State University 

JOHN M. MACENAU 
Penn State University 

Even though empirical work on the role of the union steward has in
creased since 1980 (Clark and Gallagher 1988; Clark, Gallagher, and Pav
lak 1990; Dalton and Todor 1982; Martin, Magenau, and Peterson 1986), 
more research on the steward is needed. As union publications often stress, 
the steward is the personification of the union to the members, and thus, 
impressions of the steward greatly influence member perceptions of the 
union. Clark and his colleagues find that rank-and-file members who hold 
positive views of their stewards also have a positive view of the grievance 
procedure and greater union commitment. Longitudinal research (Fulla
gar, Gallagher, Clark, and Gordon 1993) finds that perceived steward lead
ership qualities are related to the development of member union commit
ment. An understanding of the antecedents of relevant steward behaviors 
and intentions should increase our understanding of the steward's role. In 
this paper we seek to extend our knowledge about stewards through an 
exploratory longitudinal examination of the antecedents of the following 
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three steward behaviors and behavioral intentions: the number of griev
ances handled by them, the amount of time they spend on their steward 
duties, and their intentions to remain a steward. 

Relevant Steward Behaviors and Behavioral Intentions 

The three behaviors and behavioral intentions are linked together by 
cognitive consistency theory. That theory, the work of Salancik and Pfeffer 
( 1978) on social information processing, and the work of Bateman and 
Strasser ( 1984) on commitment suggest that behaviors are explained by 
other behaviors and attitudes which allow individuals to "make sense" of 
their current situation. The three behaviors and behavioral intentions are 
all likely related to the way stewards carry out their role. Nash ( 1983) notes 
that grievance handling consumes between 50% to 80% of the time stew
ards spend on union matters. Thus the number of grievances a steward 
handles defines much of the steward's activities and should be related to 
the hours stewards spend on union duties. Rosen, Greenhalgh, and Ander
son (1981)  find in their study of 54 plants that stewards spend an average 
of 1 1.6 hours a week on labor relations matters. While their data suggest 
that much of this time is related to handling grievances, they conclude that 
stewards carry out socioemotional leadership functions similar to those 
expected of managers and supervisors. Warren ( 1971)  notes that the 
amount of time involved in being a steward may entail work outside of nor
mal work hours. Nicholson ( 1976) finds that a number of stewards had 
competing demands for their time between their steward duties and home 
commitments. Nicholson also found that many stewards reported moder
ate to severe feelings of role overload because of the sheer demands placed 
on the stewards' time. 

Also consistent with the number of grievances and the hours spent 
should be the behavioral intention of whether or not stewards want to run 
for reelection. Those less willing to run for reelection are likely to be less 
committed to the union and perhaps less effective in the steward role. 
Turnover is considered to be a major problem for stewards (Winch 1980; 
Sayles and Strauss 1953), and Winch ( 1980) suggests that the amount of 
time a steward spends on their duties may be a cause of that turnover. 

Potential Predictors 

Several demographic variables may be relevant to steward behaviors or 
behavioral intentions. For example, gender is found to rJfect grievance 
processing (e.g., Dalton and Todor 1982) as well as the rtmount of time a 
steward can devote to the job (Nicholson 1976), and skill level is often 
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related to how the steward views the role (e.g., Sayles and Strauss 1953). 
The experience of a steward is also thought to relate to how the steward 
views the role and his/her reelection intent (e.g., Sayles and Strauss 1953; 
Winch 1980). 

The literature suggests that orientations for becoming or remaining 
stewards are potentially relevant predictors of their behaviors (Nicholson 
1976; Warren 1971). Miller and Form (1964) and Sayles and Strauss (1953) 
suggest that such orientations are interrelated and are based on the stew
ards' interrelationships with the union, employees, and company. The rela
tionship of some other predictors to steward behaviors and intentions may 
be explained by exchange theory. The work of Mowday et al. ( 1982) uses 
exchange theory to explain organizational commitment and suggests that if 
an organization provides a vehicle for the use of people's abilities and satis
fies their needs, they reciprocate with commitment and \vith other positive 
behaviors and behavioral intentions in relation to the organization. When an 
organization fails to provide these opportunities, the behaviors and inten
tions concerning it will be low. Similar to Magenau, Martin, and Peterson 
(1988), we do not directly measure exchanges but view them as a hypotheti
cal construct intervening between a steward's perception of various organi
zational attributes and various behaviors and intentions. vVe assume that if 
stewards perceive a characteristic of the union that benefits them, they will 
reciprocate with higher levels of prounion behaviors and intentions. 

Union loyalty, the major constituent component of union commitment 
(Fullagar and Barling 1989), represents one result of positive exchanges 
with the union. Martin et a! . ( 1986) find union loyalty to be positively 
related to union activities in a sample of stewards. Thus union loyalty 
should have a positive relationship to the hours spent on union matters and 
to the number of grievances handled. Klandermans ( 1989) finds union loy
alty to be a strong negative predictor of withdrawal from the union. Decid
ing to remain a union steward is conceptually similar to a member's deci
sion to join or withdraw from a union. Thus we expect that union loyalty 
will have a positive relationship to the decision to remain a steward. 

Another important exchange with the union is represented by perceived 
union instrumentality, which Fullagar and Barling ( 1989) find is signifi
cantly related to participation in union activities. Union instrumentality has 
also been found to be positively related to the individual's decision to sup
port unionization (DeCotiis and LeLouarn 1981 ) . Thus it should be posi
tively related to relevant steward behaviors and intentions. 

Good union-management relations can be viewed as a positive aspect 
of the work environment that is at least partially attributable to the actions 
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of the union. Nicholson (1976) reports that stewards felt more quantitative 
role overload on their time where there was a favorable labor-relations cli
mate, likely reflecting the strenuous work on their part to achieve such a 
climate. However, poor union-management relations usually result in more 
grievances being filed (Katz, Kochan, and Gobeille 1983) .  Thus it is a 
worthwhile concept to examine in relation to steward behaviors and inten
tions. 

Similarly, integrative views of collective bargaining (Walton and McK
ersie 1965) should indicate a positive relationship between management 
and the union and, thus, fewer hours spent on labor relations matters and 
fewer grievances handled. Martin ( 1978) reports that more integrative 
views of bargaining are related to union membership when choice is possi
ble and, therefore, should be related to the intent to run for reelection. 
Integrative views of grievance processing should also reflect a positive 
labor relations climate and, thus, should be related to steward behaviors 
and intentions in a parallel way. 

Reference group theory (e.g., Hyman and Singer 1968) provides other 
potential predictors. It holds that the groups to which people orient them
selves are an important source of their norms, attitudes, and values. For 
stewards , some of the most important reference groups are the members 
they represent and their friends in the union. Gordon et a!. ( 1980) found 
that coworkers' attitudes toward the union are positively related to union 
loyalty and, thus, by extension to steward behaviors and intentions. Since 
stewards presumably represent their coworkers, the latter would be a rele
vant reference group. 'Ve hypothesize that stewards' beliefs about how well 
the members they represent support the union are positively related to 
their behaviors and intentions. Likewise, we believe the percentage of a 
steward's friends in the union will be positively related to the same. 

The last set of predictors incorporates changes over time. As the 
exchanges improve and the reference groups become more prounion, we 
expect that positive changes (e.g. ,  better union-management relations, 
more union loyalty, and more union support among the members) would 
result in less grievances handled, fewer hours spent on union activities, and 
a greater intention to seek reelection. 

Method 

This study uses a subset of steward data previously used by Magenau et 
a!. ( 1988) from surveys administered to all stewards of a union representing 
retail food employees at the union's annual steward conferences in two con
secutive years. In this paper we analyze the data longitudinally rather than 
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cross-sectionally. The 108 stewards with complete data for all measures who 
remained in the position throughout the time period constituted the sample. 

The dependent variables in our study include two measures of behav
iors and one behavioral intention. The measure of hours spent carrying out 
steward duties consists of two items: hours per week on company time and 
hours not on company time. The measure of grievances handled was 
derived by asking the stewards how many grievances they had handled in 
the past two years. Willingness to continue as a steward was assessed by 
asking: "Do you plan to run for reelection as steward?" which has a 5-point 
response format (1 = definitely no, 5 = definitely yes). 

The predictor variables consisted of demographic variables and vari
ables measuring orientations, exchanges, reference groups, and changes. 
The four demographic variables were gender and seniority as a steward, 
with age and pay rate as indicators of skill level. The orientations came 
from the work of Martin ( 1986), who developed items measuring why 
stewards took on the role. Using factor analysis, he found four interrelated 
sets of orientations: ( 1 )  unionism, desiring to help the union and believing 
in union-oriented goals; (2) helping, desiring to help coworkers and to 
effect change; (3) intrinsic, having an interest in the power and prestige of 
the steward's position; and (4) self, desiring personal gain from the steward 
position. All orientations are used in this study. 

Five measures relate to exchanges with the union. Union loyalty con
sists of three items which Gordon et a!. ( 1980) report load highly on the 
union loyalty component of the multidimensional construct of union com
mitment. Perceived union instrumentality is measured with the 5-item 
scale Magenau et a!. ( 1988) previously named "union decision making." 
These items assess how'

well the union handles grievances and how well it 
selects issues for contract negotiations. They also assess the influence and 
communication between the union and its members. Our measure of the 
general quality of union-management relations comes from Rosen et a!. 
( 1981) .  The scale measuring integrative views of collective bargaining is 
reported in Magenau et a!. ( 1988) .  Integrative views of grievance process
ing consists of an item concerning agreement with finding practical solu
tions to problems rather than sticking to the letter of the contract. 

Two variables related to reference groups are included. The perception 
of how well the represented members support the union is assessed by the 
following item: "The workers I represent in my unit strongly support Local 
[X] ." The percentage of friends in the union is assessed by the following 
item: "What percentage of your close friends are Local [X] members or 
officials?" 
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Change over time was measured for the three dependent variables, the 
exchanges, and the reference groups. The values of these variables at time 
1 were subtracted from the values at time 2 to compute the difference 
scores representing the change variables. 

Analyses and Results 

Due to the small sample size and the exploratory nature of the study, 
three separate stepwise multiple regressions were run, one with each 
dependent variable measured at time 2. The value of each dependent vari
able at time 1 was included in the set of variables to be possibly entered 
into each regression equation for that variable, but not the difference score 
measuring the change between its values at time 1 and time 2. However, 
the potential predictors in the regression equations included the difference 
scores measuring changes over time of the other two remaining dependent 
variables. 

The results shown in Table 1 indicate that the variables examined as 
potential predictors explain substantial variance in the relevant steward 
behaviors and behavioral intentions. For hours spent, the strongest predic
tor was the number of hours at time 1, which explained 24% of the total 
variance, with the other variables adding an additional 15%. For grievances 
handled, the strongest predictor was grievances handled at time 1, which 
explained 17% of the total variance, with the other variables adding an 
additional 13%. However, reelection intent at time 1, while significantly 
correlated with itself at time 2 (r = .20, p < .05) ,  was not a predictor of 
itself at time 2. Hours spent at time 1 was a significant predictor of reelec
tion intent, with fewer hours spent associated with greater intent. Hours 
spent was also associated with grievances handled, with the change to 
fewer hours spent associated with more grievances. 

Demographic variables were not very important. Male stewards han
dled more grievances and older stewards were more willing to run for 
reelection. The significant orientations were logically associated with the 
dependent variables. A higher helping orientation was a predictor of more 
grievances ,  and the intrinsic orientation was a predictor of reelection 
intent. 

Several steward exchanges were significant predictors. Union loyalty 
and increased loyalty over time were predictors of reelection intent. \Vorse 
union-management relations and a change to worse union-management 
relations were predictors of grievances handled. As expected, less integra
tive views of the grievance procedure and a change to less integrative views 
of the grievance procedure predicted more hours spent. The two variables 
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TABLE 1 

Results of Stepwise Regression Analyses 

Independent 
Variables" 

H ours spent on union matters 
Change in hours spent, 

time 1 to time 2 
Grievances handled 
Sex 
Age 
H elping orientation 
Intrinsic orientation 
Union loyalty 
Change in union loyalty, 

time 1 to time 2 
Union-management relations 
Change in union management 

relations, time 1 to time 2 
Integrative grievance 

processing 
Change in integrative grievance 

processing, time 1 to time 2 
Perceived member support 
Percent of friends in union 
R' (Adj. R') 

H ours Spent 
on Union 
Matters 

.43'' ' 

-.33' '' 

-.25'' '  
. 19 ' ' '  

- . 16''  
.. 39(36) 

Dependent VaJiables" 

Grievances 
Handled 

-. 15'  
.30'''  

-. 1R"' 

. 15' 

.31 '' ' 

-.33' ' '  

-.29' ' '  

. .  32(.28) 

Reelection 
Intent 

- .23''  

.22' '  

.24' ' '  

.36' ' ' 

l ... o o  . I 
.26(22) 

'p < . 10; ''p < .05'' ' ;  p < .01 .  One-tailed test� of significance. 
•The dependent variables are measured at time 2. 
"The independent variables are measured at time 1 except for the change variables. 

representing steward reference groups were also significant predictors. As 
expected, more membership support for the union predicted more hours 
spent. More friends in the union predicted greater reelection intent. How
ever, opposite to expectations, less friends in the union predicted more 
hours spent. Less friends in the union may mean the steward has to spend 
more hours to accomplish the same results. 

The correlations of a change to worse union-management relations 
with several other variables are also of interest. There were significant cor
relations between a change to worse union-management relations and a 
change to less integrative views of grievance processing (r = .25, p < .01), a 
change to less union loyalty (r = .15, p < . 10) and more hours spent at time 
1 (r = - .21, p < .05). 
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Discussion and Implications 

The results suggest that the hours stewards spend on their duties is an 
important variable related to their other behaviors and behavioral inten
tions, but the results are not in line with what cognitive consistency theory 
would predict. Those who spent fewer hours a year earlier were more will
ing to run for reelection, suggesting that the large amount of time spent 
was not rewarding, creating a disincentive for remaining a union steward 
(Clark and Gallagher 1988; Winch 1980). Further, spending fewer hours 
than a year earlier meant handling more grievances, suggesting that han
dling large numbers of grievances was not rewarding either. 

More hours spent was also related to less integrative views of the griev
ance procedure and to a change to less integrative views of the grievance 
procedure. Not surprisingly, there were more grievances with worse 
union-management relations and a change to worse union-management 
relations. When these findings are viewed in light of the significant correla
tions between a change to worse union-management relations and the 
other variables, it appears that both the number of grievances handled and 
the steward's view of grievance processing are related to the hours spent 
and to the quality of union-management relations. Further, the change in 
the quality of union-management relations is related to variables which 
predict reelection intent; e.g., the change in union loyalty and the hours 
spent on union matters. 

This study, while based on stewards in only one union, still offers some 
suggestions for practitioners. Following Clark and Gallagher (1988), train
ing of stewards is likely to be needed on grievance processing. Our results 
suggest that devoting time in training to showing how grievances could be 
handled in a more integrative fashion would help reduce the amount of 
hours spent on steward duties. \Vith less time required, stewards would be 
more likely to seek reelection. If the union officers could focus more of 
their energy on having better relations v.rith management and achieve such 
relations, there likely would be fewer grievances (Katz et al. 1983) and a 
climate that would enable grievances to he handled more integratively v.rith 
less time spent on each grievance. Thus we believe that steward training 
and improved union-management relations v.rill make stewards more will
ing to run for reelection ,  helping to reduce the problem of steward 
turnover. 
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While research on union commitment has burgeoned considerably over 
the last decade, the relationship between commitment and union participa
tion appears unclear. One school of thought suggests that commitment 
causes participation (Barling, Fullagar, and Kelloway 1992). According to 
another school, behavior precedes the attitudes of commitment (Salancik 
1977). A third approach views the relationship between commitment and 
participation as cyclical and mutually reinforcing; that is, the increased 
knowledge about union activities derived from participation increases com
mitment which, in tum, may influence subsequent participation (Kuruvilla, 
Gallagher, and Wetzel 1993). Since the purpose of studying attitudes of 
union members is to understand their behavior, what is missing is a 
clearcut theory of union commitment stating causal links between different 
types of commitment and different kinds of behavior. Further, as noted by 
Gallagher and Strauss (1991) , longitudinal research comparing attitudes 
over time is required to achieve greater understanding of phenomena such 
as union commitment and union participation. 

This study uses longitudinal data from three Swedish unions and, as a 
first purpose, conducts a formal test of the causal relationships postulated 
in a new integrated theory of union commitment ( Sverke and Kuruvilla 
1993). Although Sverke and Kuruvilla demonstrate support for their the
ory, their study used cross-sectional data that are unable to establish causal
ity. An additional benefit provided by this study is that it allows for examin
ing union-related attitudes and behaviors before and after a structural 
transformation; two of the unions in the study merged between the first 
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and second waves of data collection, while the third did not. Therefore, to 
gain a wider understanding of merger effects, the second purpose of the 
study was to compare in an exploratory fashion the merged unions with the 
nonmerged union with respect to central union variables before as well as 
immediately after the merger. 

Brief Description of the Integrated Theory 

Sverke and Kuruvilla's ( 1993) integrated conceptualization departs 
from two main theoretical approaches, namely, Weber's ( 1968) theory of 
social action and Fishbein and Ajzen's ( 1975) theory of reasoned action. 
First, on the basis of Weber's theory, Sverke and Kuruvilla ( 1993) and 
Sverke and Abrahamsson (1993) suggest that union commitment is com
posed of two dimensions, instrumental rationality-based commitment to 
the union (based on instrumentality perceptions about the union) and 
value rationality-based commitment to the union (based on ideology and 
value congruence between member and union), which are suggested to 
have different consequences for membership behavior. Second, consistent 
with the Fishbein and Ajzen (1975) framework applied to union commit
ment (Sverke and Kuruvilla 1993; Kuruvilla and Sverke 1993), the commit
ment dimensions influence behavior through behavioral intentions. How
ever, the behavioral in tentions are affected not only by the two 
commitment dimensions but also by subjective norms (i.e., internalized 
perceived social pressures from important others). 

More specifically, Sverke and Kuruvilla's ( 1993) integrated theory posits 
that value rationality-based commitment influences participation in union 
activities as well as members' willingness to retain membership. Instru
mental rationality-based commitment is proposed to impact only the deci
sion to remain a member. Subjective norms are suggested to affect both 
the participation and the membership retention intentions. In other words, 
value rationality-based commitment results in increased member activism, 
while instrumental rationality-based commitment does not (see Sverke and 
Kuruvilla [1993] and Sverke and Abrahamsson [1993] for a full develop
ment of the theory) . The theory suggests the following testable implica
tions: ( 1 )  Value rationality-based commitment predicts the intentions to 
participate in union affairs and to retain membership. (2) Instrumental 
rationality-based commitment predicts only the membership intention. (3) 
Subjective norms predict both the participation intention and the member
ship intention. (4) The intention to participate predicts actual union partic
ipation. (5) The membership intention predicts union membership turn
over. 
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The Merger 

Two of the three unions participating in the present study merged in 
May 1993. There were several reasons for the merger, the most important 
of which were of an economical nature or associated with decreases in 
union density (see Abrahamsson, Ahlen, Eriksson, and Sverke [ 1991] for a 
more detailed discussion). In terms of Chaison's (1986) typology of union 
mergers, the merger was intended to be an amalgamation characterized by 
a high degree of integration. Although pointing to risks in generalizing 
merger effects, Chaison suggests that mergers characterized by a high 
degree of integration result in centralized governing structures which, in 
turn, may reduce participation in union activities. 

However, only a limited amount of research has been conducted on the 
psychological effects of a merger on union attitudes and union-related 
behaviors. While this fact makes it difficult to formulate precise expecta
tions and hypotheses concerning potential effects of a merger between 
Swedish unions (Abrahamsson et a!. 1991), the present exploratory investi
gation of short-term merger effects still provides a unique contribution. An 
increased understanding of merger processes has practical implications not 
only for unions planning to merge but also for countries facing several 
mergers (e.g., Sweden and Australia). 

Data and Methods 

Sample 

The data for this study were collected in the first and second waves of a 
longitudinal research project covering three Swedish blue-collar unions, 
namely, the unions of factory workers, clothing workers, and food workers. 
Time 1 data were collected in winter 1991-92 and time 2 data in summer 
1993. Of the 2831 union members sampled for the study, 1486 (52.5%) 
respondents provided usable questionnaires in the first wave. Time 2 ques
tionnaires were distributed only to those who responded at time 1; of those, 
1170 (78. 7%) respondents provided usable responses also in the second 
wave. Thus the individuals used in the present study amount to 41 .3% of 
those initially selected for the survey. The sample comprises 58% males; the 
average age, company tenure, and union tenure are 41 .36 (SD= l2.91), 1 1. 78 
(SD=9.20), and 12.65 (SD= lO. lO) years, respectively. Analysis of nonrespon
dents did not suggest any dramatic differences between respondents and 
nonrespondents at time 1 (see Sverke and Netrell [1993] for further details). 
Comparisons between time 2 respondents and nonrespondents also sug
gested no differences regarding time 1 mean values in union commitment, 
behavioral intentions, subjective norms, and union participation measures. 
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Measures 

Table 1 presents means, standard deviations, reliabilities (alphas), and 
intercorrelations for time 1 and time 2 variables, as well as test-retest relia
bilities for all variables measured at both time points. All indices were con
structed by summing the responses on items and then dividing by the num
ber of items (further details about the variables can be found in Sverke and 
Kuruvilla 1993). Value rationality-based commitment to the union was mea
sured by nine items, instrumental rationality-based commitment to the union 
by seven items (instrumental beliefs • outcome evaluations), and subjective 
norms by three items (normative beliefs • motivations to comply). For the 
latter two variables, the square root of the products were used to achieve 5-
point scales. Membership intention (i.e., the intention to retain union mem
bership) and participation intention (i.e., the intention to participate in union 
affairs and to hold union office) were each measured by 3-item scales. Thir
teen two-point items ( l=no, 2=yes) representing a composite measure of 
administrative, occasional, and supportive participation (e.g., McShane 1986) 
were used to tap union participation. Membership turnover, the only vari
able measured solely at time 2, was assessed by two separate single items 
asking the respondents about their current union affiliations; on the basis of 
these, a dummy variable was constructed (O=still a union member, 1=not a 
member of a union). Only those instances when the individual had left the 
union movement as a whole (N =31) were treated as turnover; however, since 
in Sweden a change of employer or branch may automatically imply a change 
of union, those instances in which the individual had a change in union as a 
consequence of a job change (N =61) were not treated as turnover. 

Analysis 

The hypothesized model (see Figure 1) was tested using the maximum 
likelihood estimation procedures of LISREL VII (Ji:ireskog and Si:irbom 
1989). We used the path analysis methods for directly observed variables 
and treated the composite values on variable indices as observed variable 
scores (thus assuming reliabilities of 1 for all variables). The time 1 mea
sures of value rationality-based commitment, instrumental rationality
based commitment, and subjective norms were used as exogenous vari
ables and were allowed to correlate. All exogenous variables were set free 
to predict two of the endogenous variables, namely, participation intention 
and membership intention (both measured at time 1) . Among the endoge
nous variables, only the parameters for the effects of the participation 
intention on union participation (time 2) and of the membership intention 
on membership turnover (time 2) were estimated. 
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TABLE 1 

lntercorrelation Matrix and Descriptive Statistics for All Variables in the Study 

Variables, Time 2 

Va1iables, Time 1 M SD Alpha 2 3 4 .5 f) 7 

1 Subjective norm 3.04 o.9o .80 (.49) .45 .3o .26 .28 .18 .05 

2 Value rat-based UC 2.48 0.94 .91 .45 (72) .oo .. 57 .53 .34 .no 
�l Instmmental rat-based UC 3.32 0.65 .85 .37 .o4 (.57) .38 .42 .1o .o7 

4 Participation intention 2.37 0.93 .68 .21 .49 .45 (.o2) .23 .44 .04 

5 Membership intention 3.96 1.21 .84 .22 .40 .47 .33 (.59) . 1 1  .01 

6 Union participation 1.34 0.24 .84 . 14 .33 . 19 .52 . 17 ( .68) .05 

7 Membership turnover (-) 
Mean 3.06 2.68 3.38 2 .. 50 4.17 1.34 1 .03 

Standard Deviation O.S5 0.92 0.68 0.84 1.04 0.24 0.16 

Alpha .75 .91 .89 .. 57 .78 .82 

Time 1 variables intercorrelation coefHcients are presented below the diagonal, time 2 correlations above 
the diagonal, and test-retest reliability coefficients in the diagonal (for r � .06, p dl5; r � .08, pdll; r �.10, 
p<.001). 

The hypothesized path model was also tested against a null model in which 
no parameters for effects of exogenous on endogenous variables or among 
endogenous variables were estimated, thus allowing for a test between nested 
models. Since large samples can produce significant chi-square values even if 
the fit of the model is good, following standard procedures, we relied on sev
eral other fit indices such as the NFI (Normed Fit Index) (Bentler and Bon
nett 1980) and the PFI (Parsimonious Fit Index) (James, Mulaik, and Brett 
1982), as well as the normal fit indices provided by LISREL. We used Bentler 
and Bonnet's (1980) rule suggesting that fit indices above .90 indicate good fit. 

The merger between the unions of clothing workers and factory work
ers two months prior to the second data collection wave provides a quasi
experimental situation ("The Untreated Control Group Design with 
Pretest and Posttest"; Cook and Campbell 1979), the merger serving as the 
treatment. Several analyses were conducted to address the second purpose 
of the study, that is, to compare the merged unions with the nonmerged 
union with respect to commitment, subjective norm, intentions, and partic
ipation. First, F-tests were computed at both time 1 and time 2 to assess 
whether the unions differed in variable means at either of the isolated time 
points. Second, paired t-tests were used to test for potential mean differ
ences within unions over time. Third, to more accurately test for potential 
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mean differences between the unions at time 2, by controlling for time l 
mean values, analyses of covariance (ANCOVA) were computed (thus 
using time 1 measures as covariates). 

Results 

The path diagram in Figure 1 presents the standardized LISREL esti
mates of the parameters in the hypothesized model .  Consistent with 
Hypothesis 1, value rationality-based commitment to the union significantly 
predicts the participation intention as well as the membership intention. 
Further, as postulated in Hypothesis 2, instrumental rationality-based com
mitment predicts only the intention to retain membership, while it is non
significant in predicting the intention to participate. Unexpectedly, however, 
the subjective norms variable, although predictive of the membership inten
tion, is nonsignificant in predicting the intention to participate in union 
affairs. The relationships between the behavioral intentions and the actual 
behaviors are consistent \vith Hypothesis 4 (the participation intention signif� 
icantly predicts union participation), but nonsupportive of Hypothesis 5 (the 
membership intention is nonsignificant in predicting membership turnover). 

Table 2 presents the fit indices for model tests. Athough the chi-square 
value for the hypothesized model is significant, the chi-square difference 
test clearly indicates that the hypothesized model provides a substantial 
and significant improvement in fit over the null model. Further, all the fit 
indices for the hypothesized model are within acceptable standards and 
indicate good fit of the model to data (CFI= .99; ACFI = .98;  NFI = .97; 
PF1= .95; RMSR=.03) .  

Table 3 presents results of the analyses examining potential differences 
between the merged unions, on one hand, and the nonmerged union on 
the other. While the value rationality-based commitment mean value 
increases from time 1 to time 2 for all unions, there is an increment over 
time in instrumental rationality-based commitment only for the factory 
workers' union. It should be noted, however, that there are no significant 
differences in commitment between the unions at either of the isolated 
time points and that the increments over time are very small in absolute 
values. Further, after controlling for initial values (i.e . ,  using the time l 

variables as covariates), the ANCOVA F-tests reveal no significant differ
ences between the unions regarding time 2 values in value rationality
based or instrumental rationality-based commitment to the union. 

Similar analyses for subjective norms, behavioral intentions, and union 
participation reveal no significant differences between merged and non
merged unions, either at the isolated time points or at time 2 after controlling 
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TABLE 2 
Fit Indices for Model Tests 

Model (k) GFI AGFI RMSR NFI PFI 

Null model 

Model 

21 1189.67 

13 35.20 

For all X' values, p<.OOl; N= 1056. 

8 1154.47 

.75 

.99 

.67 

.98 

.25 

.03 .97 .95 

for time l values. However, while there is no increment over time in subjec
tive norms or union participation for any of the unions, the values in mem
bership and participation intentions increase significantly for the factory 
workers' union as well as for the food workers' union; for the union of cloth
ing workers there is a significant increase in membership intentions from 
time l to time 2, but a nonsignificant increase in participation intentions. 

TABLE 3 
Comparisons Between Merged and Non-merged Unions 

ANCOVA 
Variable Union• Time 1 Time 2 t-paired F' 

Value rationality-based Clothing 2.55 2.70 2.85· 
commitment Factory 2.46 2.70 1.12·· 

Food 2.48 2.68 5.40"0 
F-test 0.50 0.08 0.64 

Instrumental rationality- Clothing 3.31 3.39 1.75 
based commitment Factory 3.28 3.37 2.90" 

Food 3.37 3.35 0.44 
F-test 1 . 13 0.31 1.74 

Subjective norm Clothing 3.04 3.00 0. 12 
Factory 3.01 3.09 1.36 
Food 3.03 3.05 0.28 
F-test 0.05 0.75 0.77 

Membership intention Clothing 4.00 4.20 2.57• 
Factory 3.91 4.16 5.48·· 
Food 4.(ll 4. 18 3.06°0 0.13 
F-test 0.79 0. 12 1.65 

Participation intention Clothing 2.29 2.38 1.43 
Factory 2.39 2.54 4.63°0 
Food 2.39 2.51 2.70" 
F-test 0.82 2.36 1.65 

Union participation Clothing 1 .33 1.32 0.96 
Factory 1 .35 1.35 0.05 
Food 1.35 1.34 0.29 
F-test 0.38 1 .15 0.81 

•• p < .001, 0 p < .(ll 
• The unions of clothing workers and factory workers merged on May 1 ,  1993. 
" Based on multivariate analyses of covariance (AN COVAl with Time 1 measures as covariates. 



440 IRRA 46TH ANNUAL PROCEEDINGS 

Discussion and Conclusions 

Our central findings essentially confirm Sverke and Kuruvilla's (1993) 
theory. Value rationality-based and instrumental rationality-based commit
ment are dimensions of union commitment with different implications for 
union membership intentions. For increasing the participation of members 
in union activity (i.e. , creating activists), value rationality-based commit
ment is a central determinant. Commitment to unions from an instrumen
tal perspective seems not to be related to the willingness to participate. 
However, both dimensions generally predict the intent to retain member
ship in the union. 

Unlike the earlier Sverke and Kuruvilla ( 1993) result in which the sub
jective norm was nonsignificant in predicting a general composite pro
union behavioral intentions variable, subjective norms predicted the inten
tion to retain membership, but not the intention to participate, in the 
present study. Although the intention to retain membership did not predict 
actual membership turnover, this problem is likely due to the low variation 
in the turnover variable. 

In sum, this research note provides strong longitudinal support for the 
causal hypotheses developed and tested by Sverke and Kuruvilla (1993). 
Further tests of their theory in other international settings as well as other 
occupational areas are warranted. In addition, data from three time points 
would be required to establish causality between all variables in the model. 

The second major finding of the present study is interesting in that it 
suggests that the merger benveen two of the three unions does not have an 
impact on commitment, prounion behavioral intentions, or union-related 
behavior. However, since the time 2 data were collected only two months 
after the merger officially took place, the nonsignificant differences 
between the unions at time 2 could be taken only as a preliminary indica
tion of a short-term merger noneffect on central union variables. While 
intended changes in the new, merged union might not have been imple
mented that shortly after the official merger, a replication after one or two 
years can give a more accurate picture of potential merger effects. Further, 
we have not controlled for events specifically influencing either of the 
unions (i .e . ,  the unions' local histories) (Cook and Campbell 1979). How
ever, the fact that the mean values increased from time 1 to time 2 in sev
eral of the variables and for all (or most) of the unions suggests that all 
three unions might be influenced by a more general source likely to 
obscure potential differences in local histories. The prevailing recession in 
the Swedish economy is one such potential common influence. Future 
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studies including a more careful evaluation of union-specific influences is 
needed before a firm conclusion of a merger noneffect is drawn. 
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I nd ustrial Relations Stress and U nion 
Activis m :  Costs and Benefits 

of Participation  
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Many aspects of industrial relations are stressful. Conflict and change 
characterize the practice of industrial relations and are also important 
sources of individual stress and strain (Bluen and Barling 1988). Empiri
cally, industrial relations events such as strikes (Barling and Milligan 1987; 
McBride, Lancee, and Freeman 1981) ,  layoffs (Brockner 1988) ,  and 
involvement in both collective bargaining (Bluen and Jubiler-Lurie 1990) 
and cooperative union-management ventures (Driscoll 1981) have been 
associated with individual strain. Despite this consistent evidence, indus
trial relations stress is a comparatively unexplored topic (Hartley 1992). 
Reviews of stressors in the workplace frequently omit consideration of 
industrial relations events, and there is a need for research that examines 
the stressors associated with the practice of industrial relations (Barling, 
Fullagar, and Kelloway 1992). 

Our study represents one such examination. In contrast to previous 
research focusing on acute stressors (Pratt and Barling 1988) such as strike 
action (Barling and Milligan 1987; McBride et al. 1981) or involvement in 
collective bargaining (Bluen and Jubiler-Lurie 1990), we focus on the 
chronic stressors and strain experienced by labor union members as they 
fulfill their roles in the union. Specifically, we draw on previous research 
on both industrial relations stress (Bluen and Barling 1987, 1988) and 
union members' involvement in the union (Kelloway and Barling 1993) to 
examine the strains experienced by union members as a function of their 
differential involvement in union activities. 

Kelloway's Address: Department of Psychology, University of G uelph, Guelph, 
Ontario, Canada N 16 2VV1 . 
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Industrial Relations Stress 

Both conceptually and empirically there are grounds to suggest that 
both membership and leadership roles in labor unions are associated with 
stress (Bluen and Barling 1988). Individual union members face a variety 
of stressors related to their decision to join and become involved with the 
union. Empirically, unionization has been associated with a variety of strain 
indices. There is a wealth of empirical data suggesting that unionization is 
associated with decreased levels of employee job satisfaction (Barling et al. 
1992), an index of affective mental health in the workplace (Kelloway and 
Barling 1991;  Warr 1987). Moreover, increased role stress has been associ
ated with unionization. Union members report higher levels of role conflict 
(Odewhan and Petty 1980; Shirom and Kirmeyer 1988) and role ambiguity 
( Shirom and Kirmeyer 1988) than comparable nonmembers. 

Over and above the potential effects of union membership, holding a 
leadership role in the union may also be associated with increased exposure 
to role stressors (Bluen and Barling 1988). Stewards and union leaders 
often receive little training for the leadership roles they adopt (Barling et 
al. 1992; Nicholson 1976) leading to qualitative role overload. Moreover, 
the magnitude and extent of leadership responsibilities may lead to quanti
tative role overload. Nicholson (1976) reports that 75% of the shop stew
ards in his study reported at least moderate levels of role overload. 

Union leadership roles are often poorly defined resulting in increased 
role ambiguity for shop stewards and local leaders (Bluen and Barling 
1988).  Ambiguity is likely to be enhanced when management withholds 
information and the expectancies of leaders' constituencies are either ill 
defined or poorly expressed. Finally, union leaders may experience 
increased levels of role conflict (Bluen and Barling 1988). Local leaders 
and especially shop stewards act as intermediaries between both manage
ment and the union and local members and a national or regional union 
(Barling et al. 1992). Given the size of local constituencies, the possibility 
also exists that local union leaders are placed in the position of mediating 
between conflicting interests among the membership. 

Members' Involvement in the Union 

Although there has been some debate of the nature and dimensionality 
of union participation, recent research supports Nicholson's ( 1978) view of 
members' participation in the union as a hierarchical construct. In analyz
ing data from six independent samples of union members, Kelloway and 
Barling ( 1993) found that in every case, measures of participation formed a 
Guttman ( 1944, 1947) scale. Consistent with the scale model, members' 
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involvement in specific forms of union activities could be ordered along a 
unidimensional and cumulative continuum. Thus union leaders (i .e. ,  those 
who held office in the union) also served on committees, attended meet
ings, participated in union votes, and read union literature. Another group 
of active members attended union meetings, participated in union votes, 
and read union literature but were not involved in union leadership roles. 
Finally, passive members participated in union votes and read union litera
ture but did not attend union meetings or become involved in the leader
ship of the local union (Kelloway and Barling 1993). 

Empirical confirmation of Nicholson's ( 1978) ordering of participation 
activities provides a means of linking the literature relating individual strain 
to union membership and union leadership. Specifically, we suggest that 
increased levels of involvement in union activities will be associated with 
individual strain. 

The Current Study: Members' Involvement and IR Stress 

Previous research and theorizing has identified stressors associated with 
both union membership and union leadership (Bluen and Barling 1987, 
1988) . We propose that the common thread linking these relationships is 
members' participation in union activities. In doing so we extend previous re
search in two ways. First, previous research has demonstrated effects of union 
membership on job satisfaction (e.g., Freeman and Medoff 1984) and role 
stress (e.g., Odewhan and Petty 1980). The union effects literature, however, 
has relied primarily on comparisons of unionized and nonunionized workers 
(Barling et a!. 1992). The assumption underlying this approach is that there 
are more differences than similarities between unionized and nonunionized 
workers. Correspondingly, unionized workers are assumed to be a homoge
nous group. In contrast, research on members' participation in union activities 
has been based on and demonstrates that a lack of participation in the union is 
the norm (Kelloway and Barling 1993) .  Accordingly, there may be more 
within-group differences in union members than differences between union
ized and nonunionized workers (Barling et a!. 1992). By focusing on members' 
involvement in the union (as opposed to membership in the union) as the 
stressor, we are able to investigate these within-group differences. 

Second, research linking individual strain to union leadership has con
founded participation and leadership. That is, it is not clear whether the in
creased stressors associated •Nith union leadership are attributable to lead
ership per se or to the increased levels of union participation associated with 
union leadership. This question arises naturally from the observation that 
holding a leadership role in the union is the highest level of participation in 
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the union and predicts other forms of participation (Kelloway and Barling 
1993). Accordingly, we hypothesize that various indices of stress and strain 
will vary directly as a function of members' participation in local union 
activities. 

Method 

Subjects 

Data for this study were taken from times 1 and 2 of a panel study of 
dual commitment (Fullagar and Barling 1991) .  Participants in the study 
were full-time employees and members of different unions at one of two 
large Ontario universities. Questionnaires were distributed to all members 
of the two unions (N = 1800). Members of the faculty union were older (M  
= 47.46) than members of  the support services union (M  = 38.08) and 
reported higher levels of education (M = 20.77 years vs. M = 15.01 years) .  
Members of the faculty union also reported a greater number of years with 
the organization (M  = 14.03 years) than did members of the support ser
vices union (M = 9.43 years) .  Finally, there were more males than females 
in the faculty union (72% vs. 28%) and more females than males in the 
support staff union (67% vs. 33%). 

Procedure 

All data were collected in a longitudinal design with six months separat
ing the data collection periods. At time 1, questionnaires and a letter of 
support from the relevant union president were distributed to all members 
of both unions. Reminder cards were sent to all subjects ten days after the 
receipt of questionnaires. Of the 1800 questionnaires distributed, 461 
(25.8%) were returned at time l. A similar procedure at time 2 resulted in 
a response of 426 (22.2%) returned questionnaires. 

Questionnaires 

Outcomes. All respondents completed the Industrial Relations Events 
Scale developed by Bluen and Barling ( 1987). The scale provides three 
scores, negative industrial relations events, positive industrial relations 
events, and total occurrence of industrial relations events. Since the occur
rence score is a function of the negative and positive events scores, it was 
not considered for these analyses. In developing the scale, Bluen and Bar
ling ( 1987) provide evidence for the test-retest reliability, convergent, 
discriminant, and known-group validity of the scale. 

Respondents also completed Rizzo, House, and Lirtzman's (1970) role con
flict and role ambiguity scales. In the current study the scales demonstrated 
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acceptable internal consistency (role conflict alpha = .87; role ambiguity 
alpha = .83). 

Job satisfaction was assessed by the Warr, Cook, and Wall (1979) 16-
item scale. The scale assesses both intrinsic and extrinsic job satisfaction. 
In the current study the two dimensions were highly correlated (r = .73), 
and the subscales were combined to form a single measure of overall job 
satisfaction (alpha = .88). 

Predictors. Members' involvement in union activities was assessed by 
the Kelloway and Barling (1993) seven-item measure of members' partici
pation in union activities. In developing the scale, Kelloway and Barling 
( 1993) show that the scale conforms to a Guttman-scale model and provide 
evidence for the convergent and discriminant validity of the scale. For the 
current s tu dy the scale manifested a coefficient of reproducibility 
(Guttman 1947) of .91 and a coefficient of scalability (Green 1956) of .61 ,  
supporting the interpretation of the measure as a Guttman scale. To allow 
for an adequate representation of passive members, active members, and 
union leaders, scores on the scale were collapsed into three mutually exclu
sive groups. Passive members (N = 94) were those who indicated not par
ticipating in union activities or only participating in activities requiring low 
levels of involvement (e.g., reading union literature, voting in elections) .  
Active members (N  = 187) both participated in  low-level activities and 
reported attending union meetings. Finally, union leaders ( N  = 107) 
reported engaging in all forms of union activity including holding union 
office and serving on committees. 

Results 

Given the significant demographic differences between the two unions 
participating in the study, we conducted a series of 2 (Union) • 3 (Partici
pation) MANOVAs. Data were analyzed cross-sectionally at time l. In 
order to establish the longitudinal stability of the effects ,  a second 
MANOVA was run predicting outcomes at time 2 from participation and 
union membership at time l. 
Cross-sectional Analysis 

At time 1, a significant multivariate effect emerged for both union (F[5, 
378] = 5.41 ,  p < .001 )  and members' involvement in the union (F[10, 756] 
= 2.59, p < .005). The interaction between union and members' involve
ment was non-significant (p > .05). The meaning of these effects can be 
better understood from the univariate ANOVAs and subsequent post hoc 
contrasts. 
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Inspection of the univariate ANOVAs suggested that the multivariate 
effect for union was attributable to differences in job satisfaction (F[1,  382] 
= 4.60, p < .05) and role conflict (F[1,  382] = 7.69, p < .01). Members of 
the faculty union reported significantly more job satisfaction (M = 81 .97) 
than members of the support services union (M = 79.20). Members of the 
faculty union also reported more role conflict (M = 32.10) than members 
of the support services union (M = 28.33). 

For members' involvement in the union, the univariate ANOVAs were 
significant for each dependent measure. Thus significant differences 
emerged for negative (F[2, 382] = 3.82, p < .05) and positive (F[2, 382] = 

3.42, p < .001) industrial relations stress, role conflict (F[2, 382] = 3.52, p < 
.05), role ambiguity (F[2, 382] = 5.68, p < .001),  and job satisfaction (F[2, 
382] = 7.79, p < .001) .  Table 1 presents the cell means and orthogonal con
trasts for each of these five measures. 

TABLE 1 

Cell Means and Orthogonal Contrasts 

Inactive Members Active Members Leaders 

Cross-Sectional Analyses 

l .  Negative I R stress 5.38 8.97• lO.o7• 
2. Positive IR stress 1.36 1.69 2.95• 
3. Job satisfaction 84.57 80.37• 76.35• 
4. Role ambiguity 13.84 15.46 16.64• 
5. Role conflict 27.35 30.51· 32.28· 

Longitudinal Analyses 

l .  Negative IR stress 7.06 6.18 9.05 
2. Positive IR stress 1 .95 2.07 3.:38•b 
3. Job satisfaction 82.04 77.41• 78.45• 
4. Role ambiguity 14.55 15.86 17.29• 
5. Role conflict 29.:39 30.48 32.89 

'Differs from pa�sive members p < .05 

''Differs from active members p < .05 

Longitudinal Analysis 

Significant multivariate effects were found for both union (F[5, 254] = 
4.77, p < .001) and participation (F[2, 258] = 2.59, p < .01) at time l. No 
significant effect was found for the interaction of participation and union. 
As was the case for the cross-sectional analyses, the significant effect of 
union was attributable to faculty members (M = 82. 17) reporting more job 
satisfaction than support staff (M = 76.01, F[1, 258] = 8.02, p < .001) .  
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Of the five dependent measures, three contributed to the significant 
multivariate effect for participation. Significant differences emerged on 
positive industrial relations stress (F[2, 258] = 7.60, p < .01) ,  job satisfac
tion (F[2, 258] = 7.60, p < .01), and role ambiguity (F[2, 258] = 3.89, p < 
.05). The effect of members' involvement on negative industrial relations 
stress approached but did not achieve significance (F[2, 258] = 2.95, p < 
.06), while the effect on role conflict was nonsignificant (p > .05). Cell 
means and orthogonal contrasts are presented in Table l. 

Discussion 

The results of the current study support the posited effects of union 
activism on both industrial relations and role stress as well as job satisfac
tion. At time 1, union leaders reported more positive industrial relations 
stress and role ambiguity than did passive members of the union but did 
not differ from active members on these variables. Both leaders and active 
union members reported more negative industrial relations stress, job dis
satisfaction, and role conflict than did passive union members. At time 2, 
both active union members and leaders reported more job dissatisfaction 
than passive members. Union leaders reported more positive industrial 
relations stress than either active or passive members and more role ambi
guity than passive members. 

Our results identify strains associated with both participation in union 
activities and union leadership. At both time periods, union leaders 
reported more role ambiguity than passive members. Active members did 
not report significantly more role ambiguity than passive members, sug
gesting that this particular form of role stress may be directly associated 
with the leadership role (Bluen and Barling 1988). On the other hand, 
leaders also reported experiencing more positive industrial relations 
events, suggesting that the leadership role is not without its compensations. 
'iVhile union leadership is associated with increased role stress, it is also 
associated with the experience of more positive industrial relations events. 

Increased involvement in the union was associated with increased levels 
of job dissatisfaction. Union leaders and active union members were more 
dissatisfied with their jobs than were passive union members. There are two 
hypotheses that potentially explain this effect. First, it may be that job satis
faction is a motivator for increased involvement as members become 
involved in the union in an attempt to resolve their dissatisfaction. While 
this assumption underlies much of the union literature, Kryl ( 1991)  empiri
cally demonstrated in a longitudinal design that the most appropriate causal 
ordering of these variables suggests that participation is a precursor to job 
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dissatisfaction. Second, it is likely that through increased involvement in 
union activities members become more aware of the dissatisfying aspects 
of their work situation (Freeman and Medoff 1984). In this sense, partici
pation in union activities results in the politicization of the work force and 
the expression of more job dissatisfaction. 

Our results have implications for both future research and the practice 
of local union governance. First, to date, research into members' participa
tion in local union activities has focused on the identification of predictors 
of participation (Kolchin and Hyclak 1984). Our results echo previous find
ings (Kelloway and Barling 1993; Kryl 1991) in suggesting that a focus on 
the consequences of participation would be useful to understanding why 
members chose not to become involved in union activities. In particular, 
the suggestion that active union members experience more stress as a con
sequence of their involvement suggests that members may actively avoid 
union activity in order to reduce the amount of stress they experience. 

Second, the finding that union leaders experience greater role stress 
than either active members or passive members has several implications 
for research and practice. The lack of leader training has been frequently 
identified as a major cause of role stress for union leaders (e.g., Bluen and 
Barling 1988; Nicholson 1976). It is possible that greater investment in 
behavioral skills-based training by unions would assist leaders in adjusting 
to the stresses of their role. In turn, reduced role stress for union leaders 
may reduce both the turnover of incumbent officials and the perceived 
unattractiveness of a union leadership position (Barling et a!. 1992). 

Finally, our results move the study of industrial relations stress from a 
preoccupation with dramatic but comparatively infrequent stressors such 
as strikes (Barling and Milligan 1987) and collective bargaining (Bluen and 
Jubiler-Lurie 1990). While we do not deny that such events comprise 
salient aspects of industrial relations, our results suggest that there is much 
to be gained by increased attention to the stresses and strains emerging 
from the day-to-day involvement in industrial relations. 
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The present study adopted a longitudinal design focusing on new union 
members in order to model the impact of early socialization practices on 
union commitment and to ascertain the effects of these practices on subse
quent participation in union activities. The proposed path model and ratio
nales for the hypothesized paths within the model are derived from the lit
eratures on union commitment, union participation, and organizational 
socialization. 

Background 

Organizational socialization practices that communicate core values, 
norms, and roles have a positive impact on the organizational commitment 
of new members. Jones ( 1986) distinguished between two broad types of 
socialization practice, institutional versus individual socialization, each hav
ing different consequences. Using Van Maanen and Schein's ( 1979) typology, 
institutional socialization can be defined as "collective" and "formal" in terms 
of the context in which information is provided to the new member. Collec
tive socialization practices provide newcomers with a common set of experi
ences that are more likely to elicit a standardized response. Furthermore, 
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formal socialization practices may isolate newcomers from existing organiza
tional members in order to teach them the responsibilities of their roles. 

In contrast, individual socialization practices can be described as "indi
vidual" and "informal." Each individual newcomer is exposed to a different 
set of learning experiences that allow for greater variation and innovation 
in the new member's responses. Individual socialization is informal in that 
learning one's new role takes place on the job through interactions with 
other organizational members who foster more differentiated and innova
tive role orientations. 

In general, institutional socialization practices are more likely to pro
duce custodial role orientations in which newcomers accept the substantive 
requirements of their roles but do not go beyond those requirements 
(Jones 1986). Such behavior in a union context would be characteristic of 
Child, Loverage, and Warner's ( 1973) definition of the "card-holding" 
member who is committed to the union for instrumental reasons, feels a 
sense of responsibility to the union to the extent that it satisfies his/her 
individual goals, but who is not actively involved in union affairs. Individual 
socialization practices, on the other hand, are more predictive of innovative 
and active role orientations where individuals move beyond the boundaries 
of their role requirements. In a union setting, such behaviors would be 
characteristic of the union "stalwart" or activist who is committed to the 
union but who also actively participates in the functioning of the union at 
the local level. 

Study 

The present study investigated the impact of both institutional and 
individual practices on union commitment and union participation. Institu
tional socialization experiences consisted of formal orientation sessions 
conducted by a union official where groups of new members were collec
tively exposed to a common set of orientation experiences and materials. 
Consequently, the terms "formal" and "collective" could be used to 
describe this socialization practice. Individual socialization was measured 
in terms of the new members' exposure to several ad hoc experiences. 
Such socialization can be defined as "individual" and "informal" in that the 
member experienced socialization events in isolation, and orientation con
sisted of the learning of new roles through trial and error and through 
interactions with existing union members. 

Allen and Meyer (1990) found both institutional and individual prac
tices to be positively associated with organizational commitment. We 
hypothesized, therefore, that institutional, formal socialization tactics 
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would be predictive of moderate levels of union commitment but that this 
type of socialization practice would not be predictive of active involvement 
and participation in union activities. In contrast, individual, informal social
ization would predict both higher levels of commitment and active involve
ment in union affairs. 

Kelloway et al . 's (1992) three-dimensional operationalization of union 
commitment was used. The three dimensions of commitment consisted of 
union loyalty, responsibility to the union, and willingness to work for the 
union. Union loyalty can be regarded as a form of affective or attitudinal 
commitment. Thacker, Fields, and Barclay (1990) described union loyalty 
as a more passive form of commitment compared to willingness to work for 
the union. As mentioned above, both institutional and individual socializa
tion practices have been associated with this type of organizational commit
ment as well as being predictive of union attitudes and specifically union 
loyalty. Consequently, we hypothesized that both types of socialization 
practices would have a favorable impact on this dimension of union com
mitment. 

Responsibility to the union and willingness to work for the union are 
regarded as behavioral components of a more active form of commitment. 
As such it can be seen as a custodial orientation toward one's role as a 
union member and more likely to be influenced by institutional socializa
tion practices. Willingness to work for the union, on the other hand, is an 
indication of the individual's intent to become involved in union activities 
and go beyond the standard requirements of the membership role. As a 
result, this commitment factor can be regarded as more of an innovative 
role orientation that is more likely to be positively associated with individ
ual socialization tactics. We hypothesized, therefore, that institutional 
socialization tactics would impact the new members' sense of responsibility 
and that individual socialization practices would affect the individual's 
intention to participate in union activities. 

There is some research to suggest a causal ordering among these three 
components of commitment. Tetrick (1989) indicated that attitudinal com
ponents of union commitment, specifically union loyalty, were predictive of 
the behavioral components, responsibility to the union and willingness to 
work for the union. Furthermore, a sense of responsibility to the union was 
shown to be predictive of behavioral intent to participate in union activities. 

The dimensionality of union participation has also been debated in the 
literature. One suggested typology of participation distinguishes between 
participation in "informal" and "formal" union activities. Informal partici
pation refers to those frequently occurring behaviors that are not well 
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structured but are ad hoc in nature and central to the spirit of membership 
involvement (e .g . ,  seeking the advice of a union steward, helping a 
coworker with a grievance). Formal participation consists of less frequent 
behaviors that, nevertheless, are necessary for the union to operate effec
tively and democratically. In the proposed model we hypothesized that 
engagement in informal union activities would be predictive of formal par
ticipation. Although there is limited research on the issue, we believe that 
because informal participatory activities are more frequent, there is a 
greater likelihood that these activities will be engaged in first, prior to 
involvement in formal union affairs. Not only is the opportunity greater for 
informal union participation, but it often involves less personal cost. 

Organizational research indicates that attitudes toward the organization 
predict active participation in organizational activities. Consequently, it was 
hypothesized in the present model that union commitment would be pre
dictive of subsequent participation. Furthermore, social psychological the
ories suggest that behavioral intentions are the strongest predictors of 
behaviors (Fishbein and Ajzen 1975) compared to attitudes. Willingness to 
participate in union activities, therefore , was hypothesized to be the 
dimension of union commitment that would most strongly predict both 
formal and informal participation. 

Research Design 

Sample 

The sample in the present study consisted of new members of the 
National Association of Letter Carriers (NALC). In cooperation with the 
N ALC, 2000 members who had joined the union in the twelve months 
prior to the survey were mailed questionnaires. Of the 2000 questionnaires 
sent at time 1, 658 (33%) were returned. Of these, 628 surveys had usable 
responses .  These 628 letter carriers were mailed a second survey 12 
months later (t ime 2) .  Three hundred and sixty members (57. 3%)  
responded, of  which 305 (50%) had usable responses. 

Measures 

Time 1 .  Union commitment and recall of earlier socialization experi
ences were measured at time 1. Respondents at time 1 had been with the 
NALC for an average of 3.02 months and had experienced socialization 
tactics, at most, twelve months previously. Institutional union socialization 
experiences were operationalized in terms of the length of the formal ori
entation session, the amount of information that was disseminated during 
the session, and the number of topics discussed during the orientation. The 
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length and materials and topics checklists were summed to yield a compos
ite score which was used as a measure of the duration and intensity of the 
institutional orientation that the new members received. Individual social
ization was assessed by a checklist of 14 informal experiences to which 
respondents may or may not have been exposed to during their early 
tenure as NALC members. The experiences were summed to give an over
all individual socialization score. 

While both institutional and individual union socialization were 
assessed using recent recall measures, union commitment was measured 
currently. Kelloway et al.'s (1992) 13-item union commitment scale was uti
lized. A confirmatory factor analysis on the present data indicated a satis
factory goodness-of-fit for the dimensionality proposed by Kelloway et a!. 

Time 2. Twelve months later, a second survey was sent out that assessed 
the extent of participation in union activities. Specifically, respondents 
were asked to indicate those activities in which they had engaged over the 
past year. The checklist consisted of 24 dichotomous items that had been 
generated on the basis of previous research on union participation and 
defines participation as multidimensional in nature and distinguishes 
between formal and informal participation. 

Using the above operationalizations, the proposed path model depicted 
in Figure 1 was tested by linear structural relations modeling (LISREL) to 
ascertain its goodness of fit with the longitudinal data. Specifically, the pro
posed path model was compared to a null model where the path parame
ters between the study variables were constrained to zero. 

Results 

Results of the hypothesized recursive model indicated a satisfactory fit 
on all goodness-of-fit indices (X2(7,N =305) = 10.29, p > .05; AGFI = .99, 
RMSR = .04). The squared multiple correlations for each of the endoge
nous variables are presented in parentheses. 

Compared to a null model that proposed that the relationships between 
variables studied were zero, the hypothesized model provided a better fit 
with the data (X2(20, N=305) = 42.5.54, p > .0 1 ;  AGFI = .68; RMSR = .24). 

With regard to the specific performance of variables, the decomposi
tion of path correlations into direct and indirect effects revealed that indi
vidual socialization had a direct effect on union loyalty. It also had a signifi
cant impact on both willingness to work for the union and responsibility to 
the union, but this effect was an indirect one mediated by union loyalty. 
Institutional socialization had a direct but very marginal impact on both 
union loyalty and responsibility to the union. Union loyalty had a strong 
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indirect effect on both formal and informal participation, but these effects 
were mediated by willingness to work for the union (behavioral intentions). 

Discussion 

Several substantive conclusions may be derived from the results of the 
path analysis. Perhaps most important, the present study found that institu
tional and individual socialization practices had differential consequences 
in terms of union commitment and participation. The present results sug
gest that, at best, institutional socialization is associated with custodial ori
entation toward the role requirements of union membership. More specifi
cally, socialization that occurs in a collective and formal context is 
associated with the development of an affective attachment to the union 
and a sense of responsibility toward the routine requirements of union 
membership. The extent to which this relationship remains stable over 
time is less certain. Individual socialization practices, on the other hand, 
were not only associated with affective commitment to the union but were 
also predictive of willingness to engage in activities that go beyond the nor
mal custodial orientation such as actual participation in formal and infor
mal union activities. 

The practical implications for labor organizations are that both individ
ual and institutional socialization processes have different relative strength 
and consequences for the union. The results clearly suggest that unions 
should emphasize that the interactions that occur between union officials 
and new members are important in developing their affective attachment 
to the union and later participation in union activities. Unions should make 
the appropriate socializing agents (usually stewards or elected local offi
cers) aware of the importance of their interaction with new members and 
possibly establish goals and agendas for these informal socialization activi
ties. Training programs utilizing social learning theory have been demon
strated to be effective in improving interpersonal and related organiza
tional skills, and these might suggest useful interactive behaviors that help 
stewards and officers to socialize new members in ways that engender 
commitment to the union and elicit appropriate role behaviors for active 
participation. Institutional and collective socialization tactics may also be 
important in terms of developing this process of attachment, specifically a 
sense of responsibility to the union. It would appear that information 
imparted in formal union orientation programs generates a sense of 
responsibility to the union among members, which in turn enables them to 
help other new members learn about the union or file a grievance. Fur
thermore and perhaps more likely, involvement in formal orientation by 
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new members probably facilitates the implementation and development of 
individual and informal forms of socialization, especially as our study indi
cates a significant correlation between the two (r = . 13, p < .05). 

Finally, the relative magnitude of the effects of institutional and indi
vidualized union socialization efforts will need to be examined in the con
text of longer-term outcomes. More specifically, the question as to whether 
or not formal socialization programs have the long-term relationship attrib
uted to informal socialization and union commitment has not been firmly 
resolved. 
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Over the past 20 years, the share of New England employment in ser
vices industries has risen dramatically, while the share in manufacturing has 
fallen. The shift to services has been particularly pronounced since 1987-a 
period characterized by considerable economic distress in the region. The 
shift has generated much anxiety. The jobs generated in services are com
monly seen as inferior to the lost manufacturing jobs. Additionally, manu
facturing has traditionally been viewed as a regional engine of growth. 

This paper briefly describes the shift from manufacturing to services, 
summarizes the good jobs/bad jobs debate, discusses some of the implica
tions for regional growth, and finally concludes that we really do not know 
what the shift to services means for New England's future. 

Extent of the Shift to Services 

Between 1972 and 1992 the share of New England employment in ser
vices rose from 21% to 33%, while the share in manufacturing declined 
from 25% to 15% (Table 1 ) .  Government's share of employment also 
declined in the region, while the share in finance, insurance, and real 
estate increased. In addition, although the share of employment in retail 
trade changed relatively little, employment in that portion of retail trade 
comprising eating and drinking establishments grew rapidly. 
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Both services and retail trade are part of the service-producing sector. 
Some of the more negative comments about the shift from manufacturing to 
services, specifically that the United States is becoming a nation of ham-
burger flippers, really pertain to retail trade. In the following discussion, ser-
vices refers to the industry rather than to the entire service-producing sector. 

TABLE 1 
Composition of Employment in New England and United States 1972-92 (Percent) 

New England United States 
Change Change 

1 972 19H7 1992 1 972-92 1 9R7-92 1972 1987 1892 1 972-92 1987-92 
Wage & 89.4 85.9 83.6 -5.8 -2.3 86.3 85.0 84.4 -Ul -.6 

salary 
Proprietors- .5 .4 .4 - . 1  . 0  2.8 1.8 1 .6 - 1 . 2  -.2 

l>mn 
Proprietors- 10. 1  1.'3.7 16.0 5.9 2.3 10.9 13.2 14.0 3.1 .8 

nonfarm 
1iJtal 100.0 100.0 100.0 100.0 100.0 100.0 

Farm .5 .4 .4 - .1  .0 4.0 2.5 2.2 - 1 .8 -.3 

Ag, forestry, .6 1.0 1 .0 .4 .0 . 6  1 . 0  1 . 1  .5 . 1  

fisheries 
Goods Pmducing Industries 

Mining .1  .1  .1  .0 . 0  . 8  .9 .7 - . 1  - . 2  

Comtruction 5 . 1  6.0 4.3 -.8 -1 .7  5.0 5.3 4.7 -.3 -.6 

Mannfactur- 24.7 17.9 15.2 -9.5 -2.7 20.6 15.1  13.5 -7. 1  -1 .6 

ing 
Service Producing Industries 

Transport, 4.4 3.8 3.8 -.6 .0 5.2 4.7 4.7 -.5 .0 

public 
utilities 

Wholesale 4.3 4.9 4.9 .6 .0 4.6 4.9 4.8 .2 - .1  

trade 
Retail t rade 16.0 16.7 16.:3 .3 -.4 15.3 16.fi 16.5 1.2 - . 1  

Finance, 6.9 8.6 S.S 1 .6 - . 1  7 . 1  7.9 7.6 .S -.3 

insurance, 
real estate 

St•tvices 2 1 . 1  28.1 32.6 1 1 .5 4.5 19.1  25.8 28.7 9.6 2.9 

Government 15.7 12.2 12.7 -3.0 .s 17.7 1.5.4 1S.S -2.2 . 1  

Source: U .S. Bureau o f  Economic Analysis 

Accompanying these industry shifts has been an increase in nonfarm 
proprietors' employment, from 10% of total employment in New England 
in 1972 to 16% 20 years later. The composition of proprietors' employment 
at the regional level is not available, but national data indicate that among 
those who devote a majority of their working hours to their business, more 
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than 40% are in seJVices. 1  Both the shift from manufacturing to seJVices 
and the growth in proprietors' employment mirror national trends, but 
these patterns have been more pronounced in New England since 1987. 

To a large degree, the concern generated by the shift from manufacturing 
to seJVices is driven by the absolute loss of manufacturing jobs rather than 
growth in seiVices. Concerns run highest in recessions, when manufacturing 
and overall employment is declining. Services, while not recession proof, 
often continues to expand during recessions. Many seJVices industries by 
their nature are less volatile than manufacturing. In addition, segments of 
the seJVices industry appear to function as shock absorbers, with flexible 
work arrangements enabling them to expand to take in job losers from 
manufacturing and other industries. 

In this regard, it is noteworthy that proprietors' employment also 
increases in recessions-in absolute terms as well as a share of total 
employment. Not only are proprietors less likely to lose their jobs than 
wage and salary workers, although they may experience a loss of income, 
but some job losers apparently go into business for themselves, often in 
seJVices. 

Why a Concern? Good Jobs and Bad Jobs 

The shift from manufacturing to services is viewed as a problem for two 
reasons. First, services jobs are commonly considered inferior to manufac
turing jobs. Second, manufacturing historically has been seen as an engine 
of growth, and many doubt that seiVices can function in a similar manner. 

The good jobs/bad jobs debate is basically about compensation. Wages 
are higher in manufacturing than in services; higher benefits usually go 
along with higher wages. Figure 1 shows the income distribution for U.S. 
manufacturing and seJVices workers in 1992. Services workers are more 
concentrated at the lower end of the wage spectrum; and the median 
income for year-round seJVices workers was $22,200, compared to $28,200 
for those in manufacturing. 

These distributions are partly a function of gender. More women work 
in seJVices than in manufacturing, and women in both manufacturing and 
services earn less than their male coworkers. But looking at men and 
women separately, the disparities are still evident-especially for men. 
There are some very high-paying jobs in services. Almost 6% of men 
employed in seJVices in 1992 had incomes in excess of $100,000-only 2% 
of men in manufacturing. But 19% of men in services had incomes of 
$10,000 or less, compared to only 1 1% of those in manufacturing. 
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FIGURE 1 
Distribution of U.S. Workers According to 
1992 Income; Manufacturing and Services 
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To achieve high wages in services, one is likely to need formal educa
tion and, frequently, good communications and interpersonal skills. 
Strength and manual dexterity are not rewarded except in the extreme. 
(Professional athletes and surgeons are in services.) Thus someone who has 
lost a high-wage manufacturing job may not be able to find comparably 
paid employment in services. 

Although an issue in New England, the good jobs/bad jobs debate has 
not been as intense here as it was in the Great Lakes in the early 1980s. At 
that time, the combination of a cyclical downturn and intense import com
petition resulted in huge job losses in the auto, steel, and machinery indus
tries of the Great Lakes, and the news was full of stories about the result
ing dislocations. These were very high-wage industries, however; and the 
likelihood that those who lost their jobs would find comparable employ
ment in any other industry was dim. 

New England's manufacturing job losses have been as severe as those 
of the Great Lakes states, but they have been spread over a longer period. 
(Manufacturing in New England declined 25% over the seven years from 
1985 to 1992, while manufacturing in the Great Lakes declined 22% over 
the four years 1979 to 1983.) And when manufacturing in New England 
first started to shrink, a construction and real estate boom was unfolding. 
In sharp contrast to the Great Lakes' experience, overall employment was 
still growing strongly. The regional unemployment rate was 4% and falling. 
Wages were rising relative to those in other regions. Thus manufacturing 
workers who lost their jobs could find satisfactory alternatives. Construc
tion was a particularly easy transition for many men. 

When overall employment in New England started to fall in 1989, the 
loss of manufacturing jobs was old news. The proximate cause of the down
turn was the collapse of construction and real estate. Moreover, while ser
vices performed better than other industries, it was also affected by the 
severity of the downturn. Services employment in New England actually 
declined slightly in 1991 .  And retail trade and other service-producing 
industries fared worse. The dominant issue became not manufacturing jobs 
versus services jobs, but the generation of jobs-any jobs. But here is the 
crux of the problem. For manufacturing is seen as a generator of jobs, ser
vices as dependent upon the manufacturing engine of growth, as well as on 
population and other trends. 

Job Generation 

For New England, the manufacturing-as-engine model of growth 
worked fairly well for many years. Although the bulk of the job growth was 
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in services and other service-producing industries, periods of prosperity 
and weakness were linked to the fortunes of the manufacturing sector. 
Thus slow growth and high unemployment in the early 1970s were attrib
uted to cutbacks in defense and the pressures of import competition on 
traditional manufacturers, while the region's relatively vigorous recovery 
from the 1975 recession and strong performance during the 1980 and 1982 
recessions were seen as due to the impetus provided by high-tech indus
tries. 

For a time in the mid-1980s, the model seemed to break down. As 
noted above, manufacturing employment began to decline in 1985; but 
total employment continued to expand as the region experienced a con
struction and real estate boom. When this boom finally collapsed, however, 
the resulting recession was very severe, and it could be argued that the 
prolonged loss of manufacturing jobs was a reason for this severity. In other 
words, the traditional model still worked, but the response to manufactur
ing's decline was postponed by the real estate boom. 

But if the traditional model is still operative, the prognosis for New 
England's future is not encouraging. As of early 1994, manufacturing 
employment in New England was still declining, although total employ
ment had started to recover. More and more, however, services and ser
vice-producing industries are included on lists of New England's future 
engines of growth. Software, management consulting, private educational 
services, and sometimes health care are frequently cited as being capable 
of playing the role once associated almost exclusively with manufacturing. 
The securities industry and insurance, which are in the finance, insurance, 
and real estate group, are also included on most lists. 

Services as Engine 

For an industry to function as an engine of growth, it must be able to 
expand independent of current local economic conditions. This can happen 
because a regional industry sells in national and international markets and, 
therefore, can grow by tapping into the demand of faster-growing 
economies or by increasing its share of these markets. I t  can happen 
through innovation, as the development of new and better products stimu
lates demand. Productivity gains permitting lower prices may also lead to 
expansion if demand is sufficiently elastic. 

Most of the services and financial services industries proposed as 
engines of growth sell in national and international markets; most are inno
vative. But the characteristics that make these industries more like manu
facturing also imply exposure to risk. Thus an industry that sells in national 
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and international markets is vulnerable to competition from national and 
international competitors. 

Moreover, an industry that is able to "grow itself' through development 
of new products faces the possibility of market saturation. This problem is 
usually associated with manufacturing, but the experience of Wall Street in 
the mid- to late 1980s shows that it can affect service-producing industries 
as well. Financial innovations in the early 1980s caused rapid growth, 
which led to expectations of further growth. Firms staffed accordingly. 
When business eventually faltered, the result was major layoffs. 

The health services industry provides another illustration of the risks of 
being an engine of growth. As health services' share of employment and 
income has increased, the cost of health care has become burdensome to 
employers, governments, and the general public. This has generated pres
sures to contain health care costs, of which the Clinton administration's 
reform proposal is only the most dramatic example. 

One implication, then, is that as services industries become more 
"manufacturing-like," they may become less "services-like." In particular, 
they may not continue to grow in the steady, reliable manner traditionally 
associated with services. But how will they behave? Will their growth be 
tied to certain economic variables? What is the nature of competition in 
these industries? How mobile are they? Such questions are routinely asked 
about manufacturing industries. The services industries proposed as candi
date engines of growth have not received comparable scrutiny. 

To some degree, the lack of scrutiny reflects the relative newness of the 
idea that services can play the engine role. To some degree, it lies in the 
nature of services. The industry comprises industries that differ consider
ably in character, wages, and growth rates (Table 2). Some, like health ser
vices, have been growing very rapidly; some, notably hotels and lodging 
places, have a cyclical pattern. 

Moreover, business services, second largest of the services industries 
and one frequently mentioned in discussions of engines of growth, is a 
hodgepodge. It includes both the software industry, which pays high wages 
and which even the most vehement detractors of services would accept as 
an engine of growth, and such low-wage, locally oriented industries as per
sonnel services and services to buildings. Because the detailed breakout of 
services employment is not readily available, it is easy to look at grov.th in 
business services and think of software, whereas the expansion may actually 
be in temporary help agencies and building maintenance. 

A related issue is that the rapid growth in such business services as 
temporary personnel supply, services to buildings, and security services 
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TABLE 2 

Composition .of New England and United States Services Employment 1992 (Percent) 

Services 
Share of total employment 

Hotels and other lodging places 
Personal services 
Private households 
Business services 
Auto repair, services, and parking 
M iscellaneous repair services 
Amusement and recreation services 
Motion pictures 
Health services 
Legal services 
Educational services 
Social services 
Museums, botanical, zoological gardens 
M embership organizations 
Engineering and management services 
Miscellaneous services 

N ew England 

100.0 
32.6 

3.3 
5.4 
2.2 

19.4 
2.8 
1.3 
3.8 

.9 
27.1 

3.5 
9.6 
5.8 

.3 
3.7 

10.4 
.4 

Source: U.S. Bureau of Economic Analysis 

United States 

100.0 
28.7 

4.5 
5.9 
3.5 

20.9 
3.5 
1 .7 
4.5 
1.0 

24.4 
3.5 
5.2 
5.2 

.3 
5.2 

10.5 
.3 

makes it difficult to know the underlying source of expansion. If manufac
turers are contracting out activities formerly performed by their own 
employees, manufacturing's contribution to job growth is not well mea
sured by changes in the manufacturing employment figures. And to the 
degree that some of the expansion in services is manufacturing in disguise, 
that portion of the shift from manufacturing to services is an accounting 
change only and carries no implications for job generation. Good jobs/bad 
jobs concerns may remain, however. While contracting out may be a more 
flexible and efficient way of conducting business, it may also be simply a 
way of cutting wages or benefits. 

All of this makes it difficult to assess New England's future prospects. 
One possibility is that growth in New England will be driven by a few key 
engines, such as securities, software, and certain high-tech manufacturing; 
but that the diversity of the sources of growth plus these industries' 
reliance on contract services to do what previous engines of growth did 
with their own labor will make identifYing the sources of the impetus diffi
cult. Another possibility is that growth will be propelled across a much 
broader front, with many small-scale entities functioning as mini-engines 
alongside the more obvious candidates. With computers and satellites and 
FAX machines, one does not have to be large to operate globally. 
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Growth of the latter form would be an extreme version of the old adage 
that New England lives by its wits. It carries several implications. First, as 
noted, it will be very difficult to discern what is driving the regional econ
omy. The traditional focus on employment in key industries will not be 
adequate, but alternative indicators are not obvious. 

Growth of such a form also has implications for the distribution of 
income. To the degree that services industries, like manufacturing, con
tribute to higher productivity, the potential exists for higher wages. But the 
wage gains may be distributed differently in services than in manufactur
ing. In particular, because service companies tend to be small and their pri
mary asset is the talents of their people, the most talented and well-con
nected workers may be able to appropriate more of the returns to 
themselves. The "rainmaker" in the law or consulting firm, the eminent 
surgeon, the sports superstar can all move on to greener fields if they feel 
their employers or colleagues are not giving them their due. Those less for
tunate have little leverage in trying to claim a share in the rewards. 

Increased self-employment, more use of personnel supply agencies, and 
small-scale enterprises also imply that individuals must take more responsi
bility for planning for their future. Workers cannot always look to their 
employers for health insurance or pension plans. For the "rainmakers," this 
is of little moment. But for the vast majority of ordinary workers, the risks 
associated with bearing responsibility for health insurance and retirement 
financing may be onerous and may bring pressure for more government 
intervention, as is already occurring with respect to health care. 

Not all the implications of increased self-employment or greater use of 
temporary contract workers are negative. Such work arrangements can give 
people more ability to set their own schedules and control their environ
ments. It is interesting to observe that while the fraction of employment 
classified as proprietors goes up in recessions, it generally does not fall in 
subsequent recoveries-it just grows more slowly. People do not seem to 
go back to being wage and salary workers. Some may view this as evidence 
of "scarring," implying that these individuals are no longer attractive 
employees. Another possibility is that people who have been their own 
boss like it-at least better than the alternatives. 

Summary 

New England has seen a pronounced employment shift from manufac
turing to services. The shift has been going on for many years but has been 
particularly striking since the mid-1980s. The shift is a source of concern, but 
the anxiety ebbs and flows with the state of economy. It is most pronounced 
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in recessions, when manufacturing and overall jobs are falling in absolute 
numbers. The growth in services has implications for the good jobs/bad 
jobs debate, but the issue is far more complicated than the simple fact that 
wages, on average, are higher in manufacturing. The shift to services chal
lenges traditional notions about the sources of regional growth and leaves 
economists nonplussed and the public anxious about New England's path 
to future prosperity. 

Endnote 

1In contrast to employment, the share of earnings attributed to proprietors' income 
has not increased; nonfarm proprietors' income accounted for only 10% of earnin�s in 
New England in 1992, about the same as in 1972. Interpreting proprietors' income is 

difllcult, however. It is a net concept; and real estate earnings in particular, which have 
been negative since the early 1980s, are influenced by tax considerations. Thus the lack 
of growth in proprietors' income, as compared to employment, could indicate that the 
quality of proprietors' jobs has declined, or it could indicate the use of proprietorships 
and partnerships for tax shelter purposes. 
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Restructu ring the Defense Economy i n  
N ew England 

DIANE M. DISNEY 
University of Rhode Island 

Planned reductions in the Department of Defense (DoD) budget 
will disrupt the lives of millions of Americans. In fact, reductions 
have been under way for several years, and their effects are evi
dent today. Defense companies facing declines in DoD pur
chases are shrinking to adjust to a smaller market, struggling to 
find new markets, and merging with other companies to remain 
competitive. Communities affected by the drawdown are striving 
to attract new businesses. People leaving military service, DoD 
civilian employees, and defense workers in the private sector are 
seeking work in nondefense businesses. (Bertau 1992 :1 )  

Nowhere do these words of the federal Defense Conversion Commis
sion ring truer than in New England. The most defense-dependent region 
in the country, New England began the 1990s as home to 6% of the 
defense-related work force and the recipient of roughly 11% of the Penta
gon's contract awards. Therefore, actual and planned cuts in defense 
spending are themselves changing the region's economic base while accel
erating the restructuring that was already underway. 

How did this defense dependence begin? How are companies, workers, 
and communities being affected? What public and private adjustments are 
underway? What are the implications of these changes? This paper 
attempts to provide at least preliminary insights to address these key ques
tions. 

Background of New England's Defense Dependence 

Since the 18th-century firing of "the shot heard round the world," New 
England has been a major actor in the country's defense. During the Civil 
War, the region's textile industry was the major supplier of cloth for tents, 
uniforms, and blankets for Union soldiers, while foundries cast cannon, and 
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other companies manufactured breech-loading rifles and bayonets. World 
War II saw the coastal portion of New England become a vital war-support 
center, producing Quonset huts and uniforms, building ships and torpe
does, staffing antisubmarine nets, and training enlistees and volunteers. 

The end of World War II and the beginning of the Cold War brought a 
major restructuring of the national economy. Direct defense industry 
employment fell from 30% of the country's private employed labor force to 
roughly 2% in 1946; it has never since topped 9%, not even during the 
height of the Korean War in 1953. The nature of that employment also 
changed as the cold war required increasingly sophisticated weaponry and 
intelligence. While parts of the country reverted to consumer production, 
New England became a major segment of the permanent defense estab
lishment. 

Central to the change was the Massachusetts Institute of Technology, 
which was the largest academic contractor during World War II and contin
ues to be one of the country's leading contractors, receiving about $400 mil
lion a year in Pentagon awards. Another regional attraction was the network 
of precision metalworking shops in the Connecticut River Valley. Added to 
the area's port capacity, this lured shipbuilders, while aerospace firms seek
ing more space moved north as well. Space, ports, and an experienced 
manufacturing work force helped attract defense firms to Rhode Island. 

In other words, New England could have attempted to return to civil
ian production after World War II as did much of the rest of the country. 
However, the industrial preeminence the region had known at the turn of 
the century had long been dissipating as other areas developed their own 
resources or lured New England firms away. The economic opportunities 
of defense work in science, engineering, metalworking, and other fields 
proved irresistible. 

Changes in Defense Spending 

Determining the exact scope of the region's defense ties is difficult for 
a variety of reasons. First, awards may be made well in advance of any 
expenditure, and national security often causes exact expenditure data to 
be obscured. Also, awards are attributed to the state of the prime contrac
tor regardless of where the work is performed. For example, contracts to 
build the Seawolf submarine are reflected in DoD reports as being 
awarded to General Dynamics in Groton, Connecticut. Yet much of the 
money is spent through the firm's electric boat division at Quonset Point, 
Rhode Island; the federally published records, however, do not reflect this 
tie or other indicators of the permeability of borders (Disney 1991) .  
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Another limitation is the paucity of data on the ripple effect of defense 
spending. Federal sources can provide accurate information on the num
ber of people in military service, the number of civilians employed by the 
Department of Defense, and the number of prime contractors, that is, 
those who deal directly with DoD. Financial information can be retrieved 
from public sources, as so many prime contractors are publicly traded 
firms. Much less information is available on the employment and revenues 
of the primes'  subcontractors. But the information gap becomes pro
nounced with the next tiers: defense suppliers and the firms that do busi
ness with DoD and prime contractors' employees. 

In an attempt to begin closing that gap, DoD's Office of Economic 
Adjustment provided support to a Rhode Island effort to collect accurate 
data in 1991.  Prior to this study, the most widely accepted estimate of the 
state's defense employment was that gleaned by the Defense Budget Proj
ect from DoD and Department of Labor data. For 1990, that figure was 
21,084 people working for defense firms as civilian DoD employees or as 
active members of the military (Schmidt and Kosiak 1991 ) .  By going 
beyond the first tier, however, the research found that more than a tenth of 
the state's employers had a documented tie to the defense industry and 
that, collectively, these entities employed a third of the state's work force, 
eight times more than the previous estimate (Disney 1993). Granted, many 
of these people were not involved in making obviously "military" products; 
but the defense sector also needs food, stationery, lawn care, gasoline, and 
all the other goods and services required by nondefense consumers. 
Granted, also, that DoD funds did not provide the sole financial support 
for all of their employers; still, without DoD revenues, some of those sup
pliers would not be able to survive. An accurate assessment of the ripple 
effect, therefore, would reflect the economic activity of the second, third, 
and fourth tiers of defense dependence. Because such data are not yet 
available for most communities, however, the balance of this paper will 
reflect the more conservative figures provided by federal and state sources. 

Given those caveats, Table 1 shows that in federal fiscal year (FFY) 1992 
(the latest year for which complete figures are available), the Department 
of Defense spent more than $14 billion in New England on payroll and on 
contract awards of more than $25,000 each. The payroll funds (21.3% of the 
total) went to active duty military, retired military, reserve and national 
guard, and civilian DoD employees. Two-thirds of the prime awards were 
supply contracts. A fifth ( 19.3%) addressed research and development 
needs; not surprisingly, the overwhelming majority of these funds (84.7%) 
went to Massachusetts recipients. Service contracts accounted for 16.4% of 



LABOR MARKETS IN  NEW ENGLAND 473 

the prime contract awards, while lesser amounts were directed toward con
struction (0. 7%) and civilian functions (1 .0%). 

TABLE 1 

Department of Defense Payroll Outlays and Prime Contracts Over $25,000 Awarded to 
New England Recipients in FFY 1992 (Dollars in Thousands) 

Area Amount Percent 

Total $14,021,394 100.0 

Payroll expenditures 2,988,602 21.3 

Prime contracts over $25,000 1 1 ,032,446 78.7 100.0 

Supply contracts 6,906,076 62.6 
R&D contracts 2,126,902 19.3 
Service contracts 1,813,661 16.4 
Construction contracts 75,160 0.7 
Civilian function contracts 1 10,993 1.0 

So11rce: Author's calculations of data from FFY 1992 report by U.S. Department of 
Defense, Washington Headquarters Services, Directorate for Information, Operations, 
and Reports. 

These differing types of expenditures suggest diversity in the types of 
industries and occupations relying on DoD business. An examination of the 
major areas of work for each state's five largest prime contractors makes 
the diversity more pronounced. These contractors variously provide air
craft rotary wings, gas turbine and jet engines, radar equipment, destroy
ers, guns, family housing facilities, tableware, guided missiles, telephone 
and telegraph equipment, electrical and communication equipment, cable 
and wire assemblies, fire control systems, safety and rescue equipment, 
systems engineering services, logistics support services, equipment and 
materials testing, flow and motion measuring instruments, tuition and reg
istration fees, and submarines. Each large prime contractor, in turn, sup
ports a network of subcontractors and suppliers.' 

The 1992 awards, however, were 21.6% below those for 1991, and 
32.2% below those for 1989, when such expenditures reached their peak in 
recent years. Table 2 shows that, overall, the Department of Defense spent 
more than $84 billion in New England from 1988 through 1992. As might 
be expected, the bulk of the funds went to the two most populous states: 
Massachusetts (49.6%) and Connecticut (31.5%). Despite year-to-year 
fluctuations by state, expenditures in the region as a whole have been 
showing a steady decline since 1989, falling from $19.3 billion to $14 bil
lion in 1992; they will no doubt fall below $11  billion in 1994. 
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As the number of active duty, retired, and civilian employees fell only 
5.5%, the annual payroll outlays did not drop much over those years. The 
base closures announced in 1993, however, will cause more pronounced 
reductions .  The bulk of the drop to date has come in prime contract 
awards. 

TABLE 2 
Department of Defense Payroll Outlays and Prime Contracts Over $25,000 Awarded to 

New England Recipients, 1988-1992 (Dollars in Thousands) 

Total by Year Total by State 

Year Total State Total 

1988 $16,564,313 Connecticut $26,471,272 
1989 19,330,812 Maine 7,291,044 
1990 17,278,903 Massachusetts 41,764,792 
1991 16,952,783 New Hampshire 3,443,147 
1992 14,021,394 Rhode Island 4,307,145 

Vermont 870,805 

Total $84, 148,205 

Scmrce: Author's calculations of data from reports by U.S.  Department of Defense, 
Washington Headquarters Services, Directorate for Information, Operations and 
Reports, various years. 

Effects of Defense Spending Reductions 

During the 1980s, manufacturing employment fell by nearly 23% in 
Massachusetts. By mid-1993, manufacturing was at its lowest point in the 
century, with more than 100,000 jobs lost since 1989 ("Massachusetts' 
Industrialization Modernization Strategy" 1993). Vermont has seen manu
facturing employment decline 9% during the 1980s, and an additional 
5.6% from 1990 to 1992 ("State of Vermont" 1993). For another example, 
manufacturing employment in Rhode Island fell 16.5% between 1985 and 
1990 (Division of Planning 1992); it has fallen even more in the intervening 
years. Further, between the end of 1984 and the second quarter of 1993, 
Connecticut lost 125,700 manufacturing jobs, with large employers and 
even whole industries disappearing (Deak 1993). 

Given that each manufacturing job supports one to seven non manufac
turing jobs, it is necessary to ask what the public and private sectors have 
done to cope with changes of such magnitude. 

Responses to Defense Spending Reductions 

Both public- and private-sector officials have expended considerable 
energy trying to forestall defense spending reductions. At the same time, 
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though, there have been actiQns taken throughout the region in recognition 
of the inevitability of change. 

Governmental Actions 

The federal government is offering communities technical assistance, 
planning grants, and some money for economic development help. The 
New England states have worked particularly closely with DoD's Office of 
Economic Adjustment and the Economic Development Administration. 
Actions include the following: 

l. Reducing costs of doing business. As the 1990s began, of the top ten 
states in industrial electricity costs, five were in New England; of the five 
states with the highest personal health spending per capita, three were in 
New England. Similarly, the region contained four of the top ten states in 
weighted workers' compensation costs and three of the top ten in state cor
porate income taxes per capita (Task Force on Defense Industry and Tech
nology 1992). Not all of these rankings are amenable to rapid change. 

2. Creating or expanding manufacturing extension services. In early 
1993, the federal government announced the Technology Reinvestment 
Project (TRP), a multiagency venture designed in part to foster services 
that could help small and mid-sized manufacturers involved in defense 
adjustment. New England officials recognized that many existing programs 
offered valuable services but that they were often narrowly focused, dis
jointed, and poorly funded. Since then, Massachusetts and Connecticut 
have supplemented TRP funds for developing their manufacturing exten
sion services; and Rhode Island has joined them to create the Southern 
New England Engineering Academy. The three other states have variants 
of these services. 

3. Encouraging economic diversification. Tax policy is one instrument 
here; another is the stimulation of technology development and transfer. 

4. Conducting job training for dislocated workers. DoD provides spe
cial programs for military personnel and its own civilian employees, and 
each state has received some Department of Labor money to provide tran
sitional services for workers being dislocated from defense firms. Gener
ally, though, very little is being done systematically by governmental agen
cies in the region to help those workers being dislocated from defense 
subcontractors and suppliers. Part of the problem is that these individuals 
do not belong to a readily recognizable group; they work for small and mid
sized firms which are not obviously connected to the defense industry even 
though they may in fact be highly dependent on defense spending. 
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5. Developing regional approaches. Taken together, these activities indi
cate that the state and local governments have been taking steps to halt 
their economies' decline and ease the wrenching adjustment. Arguments 
could be advanced that a heightened emphasis on regional approaches 
would speed the recovery, but it must be noted that much collaboration has 
already begun. Ultimately, however, because it is the private sector that cre
ates jobs, it is important to consider what steps are being taken privately. 

Private-Sector Actions 

Defense-related employers are not the same as other types of employ
ers. In her multistate research on this topic, Marianne K. Clarke ( 1992) of 
the National Governors' Association has identified as major barriers to 
diversification 

the lack of commercially oriented marketing expertise, inability 
to obtain capital for new product development, inexperience with 
commercial production processes, lack of access to technical 
resources, need for worker retraining, and in some cases, DoD 
regulations that impede or prevent companies from exploring 
technology transfer opportunities (p. 7). 

Faced with such difficulties, some private employers have closed or have 
left the region; some have moved to consolidate their operations; and oth
ers have divested themselves of a few activities to permit concentrating on 
those they believe will grow. Other adjustment strategies have included the 
following: 

l. Developing new products, services, and markets. Between 1988 and 
1992, a third of Rhode Island's defense-related employers developed a new 
product, a third developed a new service, and 41% installed some new type 
of equipment (Disney 1993). Sandler ( 1992), Campbell ( 1992), and others 
have described very innovative adaptations made by defense-related 
employers in other parts of the region. As mentioned above, however, the 
transitions are seldom obvious or easy. 

2. Collaborating and seeking federal support. In 1993 the Advanced 
Research Project Agency's Technology Reinvestment Project fostered 
numerous alliances of defense and nondefense employers seeking matching 
funds for technology development and deployment. A particularly fruitful 
venue for subcontractors and suppliers is the Small Business I nnovative 
Research program , especially the portion focused on dual use applications. 

3. Expanding usc of alternative use committees . In mid-1993, labor 
unions in the region's defense-related firms held a "call to action" conference 
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in Connecticut. One of the central themes was the importance of involving 
labor in defense conversion decisions, as through a legislative requirement 
for the creation of alternative use committees. Such labor initiatives have 
illustrated a major dichotomy among defense-related firms: while large 
prime contractors engaged in manufacturing are likely to be unionized, the 
networks of smaller subcontractors and suppliers are not, so worker protec
tion is uneven. Further, even though large prime contractors have relied 
heavily (if not exclusively) on public revenues, they are private entities with 
a responsibility to stockholders; as such, they cannot be forced to produce 
items they choose not to produce regardless of a perceived need to keep 
people employed. 

It is with dislocated employees that the situation becomes particularly 
poignant. Coupled with the continuing erosion of New England's manufac
turing sector, the decreases in defense spending mean that many people 
now losing blue-collar jobs paying $17 to $20 an hour will not be able to 
find positions at similar levels in the region. They will be faced with the 
need to take lower-paying positions, to accept retraining for new positions, 
to move, or to leave the labor force; the cumulative effects of thousands of 
workers making such choices will have wrenching effects on the region 
over the next few years. 

Without doubt, the New England economy at the end of this century 
will be very different from what it was at the beginning of the century, pri
marily because of the absolute and relative decline of manufacturing in the 
region. The defense reliance of the second half of this century has the 
potential to stimulate a high-technology economy that will again make the 
region one of the country's economic engines. The likelihood of this result 
depends on the actions taken by employees, employers, and government 
within the next two to three years. Inaction, while defense contracts expire, 
workers lose their jobs, and employers close or move will only doom the 
region to decline or mediocrity. 

Endnote 

' Building on the work of Rutledge Vining by studying two industries in Connecticut 
(aircraft and aircraft parts, and ship and boat building), Bruce Wundt (1991) has demon
strated that "local industries produce for a 'key' industry, and this industry pulls the 
related industries into the pattern of its own cyclical behavior" (p. 13). Thus the ripple 
effect can indeed be substantial. 
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The Field of D reams and Labor Market 
Outcomes i n  the 1 990s 

RICHARD MciNTYRE 
University of Rhode Island 

This essay is based on six years of activity as a political economist, 
largely on labor-related issues in Rhode Island. I focus here on the belief, 
common in liberal circles both in Rhode Island and nationally, that our pri
mary labor market problem is a shortage of skilled workers. The corollary 
to this belief is that improvements in education and training are the key to 
solving our labor market problems. 

I have not been alone in calling this the "field of dreams" interpretation 
and strategy. In the movie of that name, a disembodied voice tells the Kevin 
Costner character to "build it and he will come." The "it" is a baseball field 
in the middle of Costner's corn crop. "He" turns out to be Costner's father. 

In the policy wonk version of this story, the disembodied voice, now the 
conventional \visdom, is saying "train it and they will come." Here "if' is 
something called "the work force" and "they" are the global corporations 
who presumably control all capital and can only be convinced to locate in 
states, regions, or countries that have well-trained "work forces." 

Increased funding for and more efficient operation of educational and 
training institutions are certainly desirable. There is clear evidence that 
training in particular was underfunded in the 1980s and that the distribu
tion of training is socially inequitable. But training and education cannot 
bear the weight that their champions want them to. Both the lack of jobs 
and the incentives employers have to follow a low-skill, low-wage strategy 
must also be addressed if we hope to see broad improvement in labor mar
ket outcomes. ' 

The Roots of Rhode Island's low-Wage Economy 

The Legacy of Early Industriali::ation 

The Rhode Island case is interesting, I believe, because it prPscnts 
carefully studied and sometimes extreme and clear examples of prohlerm 
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debated at the national level and because some of the key players in Rhode 
Island have or have had national policy influence.' 

Rhode Island was the birthplace of the American Industrial Revolution. 
It was a peculiar kind of industrial capitalism that developed in the Black
stone River Valley and surrounding areas. Plantation-type agriculture, 
based partly on slave labor, coexisted with the nascent capitalist economy 
in the 18th century. Sizable funds for industrialization were obtained from 
the profits of the slave trade, whose American home was in nearby Bristol. 
The slave trade, in tum, encouraged the production of staple goods includ
ing rum, for sale in Africa and the Caribbean, creating the demand for 
labor that stimulated the formation of the early industrial working class. 

Well into the 19th century, capitalism-defined simply as a system of 
commodity production for profit utilizing wage labor-was a minority ten
dency alongside a more informal but dominant household economy. Most 
important, industrial capitalism, as it was practiced at S later's mill and 
other nearby factories, took the form of the "Rhode Island system." This 
notorious model of industrial wage labor impressed whole families into the 
mills. Large families were preferred, as children's labor was cheaper. 

A full explanation of why Rhode Island has consistently remained a 
low-wage area is beyond our scope here. One possibility is a political-eco
nomic vicious cycle. Dependence on low-wage labor may create an envi
ronment in which employers import labor during booms and are virulent 
opponents of collective bargaining and other cooperative means for medi
ating economic conflict. This may, in tum, create a series of labor defeats, 
keeping wages low and work effort high. In other words, dependence on 
low-wage labor can create a vicious cycle by which its own conditions of 
existence are reproduced. 

A case could be made that this has happened in Rhode Island. If so, 
and startlingly contrary to popular belief, labor is too weak in Rhode 
Island. The key to understanding this seeming paradox is to recall the pre
cise settlement of the political-economic conflicts of the 1930s. Nationally, 
industrial workers achieved union recognition and higher wages that paved 
the way for the massive post-World War II boom. But textile unions in 
Rhode Island suffered a series of defeats, leaving industrial workers a rela
tively weak force next to the crafts and public-sector unions after the mid
l960s. The organized part of the private sector faded further with the rise 
to dominance of the largely nonunion jewelry industry after the war. 

The other part of the "settlement of the depression" in Rhode Island 
was the takeover of state governmental machinery by the Democratic 
party. Combined with the protective legislative environment of the New 
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Deal, this created a political situation in which labor could win more 
through political action than through organizing. This pattern also tends to 
reproduce itself, as legislative successes encourage ever more energy and 
money put into politics, while organizing failures in the private sector dis
courage organizing. The rise of the public-sector unions since the 1960s 
has only encouraged this "politics first" strategy. 

The story of labor being economically too weak and politically (per
haps) too strong helps us to understand the slow growth (relative to the 
nation) that Rhode Island has experienced during the working lives of 
those now preparing for retirement. While a more cooperative "high-wage, 
high-skill" economy might be better for all, it has historically been possible 
and in the interest of Rhode Island employers to pursue a low-wage, low
skill strategy, while labor depends on redistribution through the state. 
There is no persuasive evidence that this has changed. 

Continuing Incentives to Embrace Low Wage, Low Skill 

Rhode Island employment is concentrated in the secondary sector rela
tive to the national economy. These jobs are characterized by low wages, 
negligible job security, poor working conditions, and little advancement 
opportunity or on-the-job training. They are the legacy of Rhode Island 
employers' low-wage strategy. This has produced a corresponding attitude 
in the population toward the importance of education and training. Inter
views indicate that students' attitude in Providence is that if you graduate 
from high school, you can get a job in a jewelry factory, and if you drop out 
of high school, you can get a job in a jewelry factory. 

This is not entirely true, but the perception that it is true is important. 
One employer who was interviewed twice in the course of these projects 
did not require a high-school degree for entry-level workers in 1988 but 
did require such a degree in 1991 after the regional crash. The degree was 
used as a simple screening device: the employer viewed factory work as 
boring and surviving high school as a good sign that a worker would last in 
the plant. When asked what he especially liked about his location, another 
employee said, "the labor supply." People in his town did not care about 
education and never would, and so he felt that he would have an ample 
supply of high-school dropouts for the forseeable future. 

A survey of Rhode Island employers, along with comparable federal 
data, indicates that the increase in necessary skill requirements in the 
1990s will be slower than what occurred in the 1980s. Perhaps more 
important, basic work habits and communications abilities appear to be a 
greater problem than job-specific skills. 
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This kind of information makes it difficult to buy into the "field of 
dreams" gospel. A low-wage, low-skill cycle is unlikely to be broken from 
the supply side alone . There i s  a large proportion of Rhode Island's 
employers for whom low-wage, low-skill works, and any attempt to change 
that strategy will be resisted. Perhaps the most graphic example is a story 
told to me by a nursing home owner quite early in my research. After 
informing this individual that I was from the government and was there to 
help, he told me that if the effect of our research was to lower the high 
school dropout rate, he could not support us, since he was dependent on 
dropouts for his low-wage labor supply. 

Embracing the Field of Dreams: The Folly of the 1980s Boom 

The Boom and Its Aftermath 

It is well known that the U.S. and world economies changed dramati
cally in the early 1970s (Armstrong, Glyn, and Harrison 1991) .  The past 
two decades have seen a considerable slowdown in the rate of economic 
growth, an historically remarkable shift in the distribution of income away 
from labor and toward capital, and rapidly rising inequality of labor 
incomes. Rhode Island, based on its peculiar political-economic heritage, 
has differed and continues to differ from the national economy in impor
tant ways. 

Between 1973, the end of the long postwar boom, and 1988, the end of 
the 1980s expansion in Rhode Island, job creation in the state was slower 
than in the U.S.  as a whole. The boom conditions of the late 1980s were 
"imported" in the sense that it was the aftershocks of the expansion of 
manufacturing in New England outside Rhode Island, the financial boom 
in New York, and the expansion of Pentagon demand in the Newport area 
(as well as continued demand for submarines) that combined with espe
cially slow labor force growth to create a moment of full employment in 
1987 and 1988 (Mcintyre 1990). 

Temporary full employment caused a rethinking of labor and economic 
development policy along "field of dreams" lines. In other words, a conven
tional wisdom developed around the notion that training and education 
were the keys to competitive success for the regional economy. Along with 
this shift and given a presumed "globalization" of economic life, a new era 
of cooperative industrial relations is seen as necessary to create a high
wage, high-productivity society. 

The original justification for Rhode Island's bureaucratically indepen
dent and employer-funded "Workforce 2000" training program was that a 
long-term labor shortage appeared imminent in the late 1980s in the face 
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of a widely perceiv�d "upskilling" of jobs and a slowly growing labor pool. 
As indicated above, employment projections in research carried out for 
Workforce 2000 did not support the \Videly held view that technical change 
will increase necessary job skills dramatically in the 1990s. The best evi
dence available indicates that required skills will increase at a moderate 
pace, with the rate of increase slowing significantly from what it has been 
both nationally and locally (Mcintyre 1991). 

If education is the first prong of the field of dreams strategy, training is 
clearly the second. Such training involves both technical skills training and 
training in the development of total quality management and high-perfor
mance work organizations. These training tactics are wrapped in an over
arching story of what is necessary for "competitiveness" in the "emerging 
global economy. " Workforce 2000's grants program explicitly encourages 
prospective grantees to submit their applications within such ideological 
guidelines. 

Despite the findings of its own research team, Rhode Island's Work
force 2000 agency continued to pursue the field of dreams after the end of 
the great boom. At the same time, it was folded into the Department of 
Employment Security which significantly, for at least symbolic reasons, was 
renamed the Department of Employment and Training. 

The agency's relationship with the university-based research team dete
riorated for a number of reasons including political and personality con
flicts. But one of the reasons was certainly agency staff's resistance to giv
ing up the field of dreams and clear resentment at the researchers for 
calling it into question. Ultimately, the grant was not renewed. 

It seems bizarre to ask hard-pressed educational institutions to dramati
cally increase students math, science, and reading skills when employers 
are neither demanding nor are likely to demand such skills and when new 
resources are likely to be had only through decreased funding for other 
domestic programs. If the majority of Rhode Island and U.S .  employers 
were to follow the lead of the few "best practice" firms who compete 
through high skills and high wages, then a dramatic change in the educa
tional system would make sense. Unless public policy is oriented toward 
encouraging or forcing employers to choose the high-wage, high-skill path, 
there is no reason to restructure the schools to conform more closely to 
short-run labor market demands.3 

Training in the Field of Dreams 

The typical research strategy of the field of dreams proponent is the 
"levered" case study. Here a particular firm or state program is held out as 
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a shining example of how to "compete" in the "new global economy." Such 
programs generally have in common a commitment to security, quality, 
participation, and high skill. 

This research strategy neglects the systemic determinants of economic 
outcomes. In other words, what works for an individual company should 
not immediately be seen as generalizable. Focus on the individual rather 
than on the systemic determinants of individual success is not surprising 
given dominant discourses in American academia and public life. However, 
recent work in economic theory provides a different approach. 

\Vhen labor markets are tight, labor costs do not rise significantly in 
primary-sector firms (those with long-term employment relationships) ,  
since these workers' wages and effort are relatively insulated from market 
forces. Secondary-sector firms without such relationships see their profits 
disappear with tight labor markets, since their wages rise and work effort 
slacks off. On the other hand, secondary firms do better in slack periods, 
since high unemployment rates significantly reduce their labor costs com
pared to primary firms (Rebitzer 1988). 

An economy dominated by primary firms is socially superior to an 
economy dominated by secondary firms. However, recent economic 
changes have favored the latter. With the secular climb in unemployment, 
employers who had previously offered secure and participative employ
ment have been searching for a variety of ways to subject their workers to 
more labor market pressure. This is part of a move to what Paul Osterman 
has called the "core-periphery model," in which formerly primary-sector 
jobs take on secondary-sector characteristics (Osterman 1988).4 

In other words, the kind of world the field of dreams strategy envisions 
can only come about with sustained full employment. But this is not politi
cally possible given the pressures full employment puts on secondary 
employers. Short-term periods of near full employment force employers to 
alter the nature of work and worry about the social process through which 
"the work force" is produced. Given the prevalence of secondary labor 
market employment in Rhode Island in the late 1980s, these pressures 
were particularly severe. Relief from such short-term pressure means a 
return to business as usual, given the prevalent low-wage, low-skill option. 

It is not surprising that the famed German and Swedish industrial rela
tions systems-the favorites of many of the dreamers-seem to be break
ing down. In  the presence of sustained high unemployment rates and the 
opening up of cheap labor pools in Eastern Europe (and the United 
States! )  the German model especially is in crisis. This further underlines 
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the importance of the institutional and social conditions necessary for high
wage, high-skill success. 

But surely more (and hopefully better) education and training pro
grams are good in and of themselves, even if they are not the magic bullet 
that the dreamers claim them to be. This is true. But if retraining, appren
ticeship, and college loans are to be the centerpiece of labor policy, and if 
labor market work is to be the crux of welfare reform, then other issues will 
be pushed off center stage. In other words, focus on supply-side solutions 
to labor market problems will likely absorb the limited attention of the 
media, the public, and politicians to the exclusion of demand side, institu
tional, and social problems. Only what is talked about is possible. 

Rising Competitiveness with Falling Living Standards 

Rhode Island is perhaps best characterized as a "mature third-world 
economy." The state is dependent on tourism and low-wage assembly 
manufacturing for a disproportionate share of its livelihood. Interview evi
dence indicates that Rhode Island manufacturers are concentrated in the 
low-end of the value-adding chain, with critical marketing, financial, and 
product development decision making occurring largely outside the state. 

Rhode Island has its peculiarities, but I believe that the experience 
with employment and training policy here has serious national implica
tions. In a state where demand side, institutional, and social factors have 
clearly played a key role in determining labor market outcomes, policy has 
focused on the supply side of the labor market. If such a choice has been 
made where the issues are so stark, what is likely at the national level 
where the evidence on the relative importance of the supply side is more 
mixed? 

At best, the field of dreams and related progressive reforms can work to 
ameliorate some of the social destruction caused by the extreme policies of 
the Reagan-Bush era. At worst though, it will distract researchers and pol
icy makers from attending to the variety of other problems facing working 
people in the U.S.  today. The crises of stressed and impoverished families 
are treated as separate from the strategies employers have used to reduce 
costs, and employers' "competitiveness" problems are then blamed on 
inadequate "skills" in the very workers who have been forced to work 
harder and longer for less money amidst a crumbling social and physical 
infrastructure. 

The U.S .  was the only industrialized country in which production work
ers' wages fell in the 1980s. More hours of work, more workers per family 
unit, and higher debt levels were the antidotes to declining wages, with 
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predictable effects on family life. We have become more competitive as 
people's lives have deteriorated. 

The field of dreams strategy in and of itself will probably generate tech
nically trained and adequately socialized workers from a select group 
within the working class, while leaving a larger group to languish in poverty 
and social decay. In other words, capital may be able to solve its "skills" 
problem, while leaving a "jobs problem" and a broader social crisis for a 
sizable segment of the U.S. population unsolved. The image that comes to 
mind is one that Robert Reich ( 1991) ,  the most articulate proponent of the 
field of dreams strategy, has discussed eloquently. The 1990s may be a 
decade which continues the "secession of the upper fifth" of the U.S.  econ
omy. 
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Endnotes 

1 I draw on a series of technical reports authored for the U.S.  Department of Com
merce, Citizens for Tax Justice, and the State of Rhode Island. Research support is 
gratefully acknowledged. 

2Ira Magaziner, who is now senior policy advisor to the President, was the chair of 
the task force that produced the influential America's Choice report. Magaziner was also 
the driving force behind the Rhode Island Skills Commission, which wrote a similar 
report with detailed policy recommendations in Rhode Island (Rhode Island Skills Com
mission 1992). Peter McWalters, currently Commissioner of Primary and Secondary 
Education, played a key role in the early stages of the schools restructuring debate when 
he was superintendent of schools in Rochester, New York. See Marshall and Tucker 
(1992), chapter 8. 

3The most sophisticated supporters of enhanced employment and training policy rec
ognize this (e.g., Marshall and Tucker 1992, especially chapters 5, 7). This caveat is often 
lost in the translation into legislation and implementation. 

4For a particularly vivid account of this process in one firm, see Randall Richard, 
"Breaking of the Covenant: IBM Layoffs Tell Workers: No Job Is Safe Anymore," Provi
dence Sunday Journal, November 21, 1993, p. l .  
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D ISCUSSION 

MICHAEL HILLARD 
University of Southern Maine 

Browne's paper asks if services. can play the key role of "engine for 
growth" that historically was filled by manufacturing industries such as 
electronics or defense. I share her skepticism regarding the abil ity of 
"export-oriented" services to play this role. However, I think she paints a 
more optimistic picture of the region's current situation than is warranted. 
As Disney's paper points out, New England is currently facing several more 
years of sharp contraction in defense manufacturing, with as many as 
50,000 more high-wage jobs likely to disappear in the process. 

Browne points to the growing importance of contingent labor and self
employment. It is very hard to draw inferences from the general data she 
examines regarding these two phenomena. Some argue that these forms of 
employment indicate a welcome shift to greater flexibility and indepen
dence. Others point to the extremely low wages or incomes earned by 
many "temp" workers and the self-employed. To answer these questions, 
Browne's analysis could be strengthened by a review of the recent litera
ture that debates the "quality" of these types of employment. 

Turning to Mcintyre, one of his paper's strengths is that it provides a 
historical context to understanding current circumstances. His recounting 
of Rhode Island's historic commitment to a "low-wage, low-skill strategy" 
gives greater force to his contention that a "high-wage, high-skill strategy" 
will founder in his state. 

Mcintyre's central task is to take on one of the great policy juggernauts 
of the 1990s, what he calls the "field of dreams" strategy. To add another 
metaphor, Mcintyre's review of the Rhode Island experif'nce helps us to 
see through the "emperor's clothes"-the supposed robustness of a labor
supply strategy-by demonstrating the utter irrelevance of high-quality 
labor to his state's employers, for whom the presumptions of low wages and 
low skills are deeply ingrained. Moreover, we karn from Mcintyre how 
state and local policy makers misinterpreted the cyclical labor shortage of 
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the late 1980s-falsely seeing it as evidence of a secular trend and inappro
priately using it as a justification for major policy commitments which were 
not warranted.  In sum, Mcintyre gleans important lessons from Rhode 
Island's experience which offer important cautionary notes to the Clinton 
administration and its supporters who wish to put most, if not all, eggs in 
the education and training "basket." 

The lessons of Rhode Island add to a substantial body of existing criti
cism of the "field of dreams" strategy. In citing Rebitzer's work, Mcintyre 
reminds us that the "high-wage, high-skill" strategy has worked best in 
economies enjoying full employment, a luxury that the U.S. has certainly 
not experienced for any length of time since the 1960s. He also reminds us 
of the institutionalist's longstanding criticism of human capital strategies, 
which can be summed up in the phrase, "It's the demand side, stupid!" Tak
ing Rhode Island's case with its continuing decline of defense employment, 
the idea of relying on employment and training to overcome, as Mcintyre 
puts it, "both the lack ofjobs and the incentives employees have to follow a 
low-skill, low-wage strategy seems naive, at best. 

Finally, Mcintyre raises broader questions about the implications of the 
"field of dreams" strategy: 

" . . .  focus on supply-side solutions to labor market problems will 
likely absorb the limited attention of the media, the public, and 
politicians, to the exclusion of demand side, institutional and 
social problems." 

While I agree with Mcintyre here, I don't think he goes far enough. 
Indeed, I believe that the narrow focus of current labor market policy car
ries with it a distinct danger. This danger can best be seen by drawing an 
analogy to the 1960s "War on Poverty," a policy effort handicapped by both 
limited funding and, to an P-xtent, flawed design. The failure of that half
hearted effort ruined the political environment for prudent, activist poli
cies for a generation. By putting such emphasis on "field of dreams," an 
approach with distinctly limited potential, the Clinton administration may 
again ruin the chances for any consideration of other activist solutions to 
fundamental problems which fall squarely on the demand side of the labor 
market. 
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Demographic and Economic Variables 
Affecting Unemployment 

in  Stable Households 

EMILY P. HOFFMAN 
Western Michigan University 

The demographic and economic characteristics of the heads of stable 
households and wives (if present) in the Panel Study of Income Dynamics 
data set from 1975 to 1987 were investigated to determine their effect on 
the number of spells of unemployment. This was determined as a function 
of the number of years in the labor force for the six race, gender, and mari
tal status subgroups. The heads of households and wives subgroups were 
studied by Tobit analysis, using race, gender, age, years of education, years 
in the labor force, and total family income as independent variables to pre
dict the number of spells of unemployment. 

Recruitment Strategies for Registered 
N u rses: Time for a Change? 

CHRIS BROWN MAHONY AND DEBORAH UNRUH 
University of Minnesota 

This study tested eight hypotheses regarding both perceived difficulty 
recruiting registered nurses and objectively measured difficulty recruiting. 
Several important findings can be emphasized from the results of the study. 
Wages paid at entry-level RN positions in the hospital are the most signifi
cant determinant in decreasing the length of time to fill an RN vacancy in 
these analyses. Use of only traditional recruitment strategies greatly 
decreases the perceived success of the recruiting function. Presence of 
benefits for full-time RNs decreases the perceived difficulty of recruitment, 
while part-time benefits increase this perception. As the RN -to-patient 
ratio i ncreases, so does the perception that RNs are difficult to recruit. 

491 
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The most useful information from this study may be the difference 
between the determinants of perceived di fficulty recruiting RN� and 
length of time to fill RN vacancies. These functions have very different 
determinants: the impact of this fact may be great. Recruiting budgets 
must be scrutinized so as to gain optimal results for each dollar spent. This 
study suggests that money should be spent trying aggressive recruitment 
strategies, something different from the traditional newspaper advertising 
alone. 

Compensation Systems and the Job Search : 
An Appl ication of Signal ing Theory 

DANIEL M .  CABLE AND TIMOTHY A. JUDGE 
Cornell University 

Individuals must make job choice decisions based on the information 
available to them prior to actually joining organizations. They are therefore 
forced to rely on overt indicators or signals of organizations and general 
impressions of organizational attractiveness. Compensation policies are an 
ideal organizational attribute for applicants to consider because they are 
stable, salient, and can be directly communicated. They also convey impor
tant information about organizations, including expectations, values, and 
profitability. However, while the effect of pay level on job choice has been 
examined, other pay policies have been virtually ignored. Using several 
research methods and a sample of individuals currently involved in the 
interviewing process, this study examines the effects of various pay system 
attributes on job search through the lens of signaling theory. Resulting 
analyses primarily supported the hypotheses, suggesting that many facets 
of pay systems may have important effects on job seekers. 

Arbitration and Discr imination: 
The Case of Major League Baseball 

JOHN L. FIZEL 
Penn State University 

This study analyzes all baseball arbitration cases from 1985-90 to deter
mine if decisions differ among racial groups. Unlike earlier arbitration 
analyses, extensive controls for individual and team performance are used. 
The results indicate a strong decision-making bias against Latin American 
players, but no bias against either white or black players. Also, the results 
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indicate a salary bias against most players, with only about 20% receiving 
salaries commensurate with their competitive market value. 

Bargaining Law Provisions 
and Teacher Bargaining Outcomes 

MICHAEL A. ZIGARELLI 
Rutgers University 

This study investigates the impact of dispute resolution mechanisms on 
the wages and hours of public school teachers. The 43-state analysis pre
sents evidence that ( l )  a permissible right to strike increases teacher wages 
by 1 1 .6% and reduces class hours by 33 minutes per day, (2) a de facto 
right to strike increases salaries by 5.6% and reduces class hours by 38 min
utes per day, (3) arbitration availability is associated with a wage effect of 
4.9% and 70 fewer class minutes per day, and (4) factfinding and voluntary 
arbitration have no significant influences on outcomes. In its direct com
parison to the right to strike and the right to arbitrate, it concludes that a 
legal right to strike affords teachers greater power to increase the dollar 
value of their work. 

Factors Distinguish ing Exped ited and 
Conventional Arbitration:  

Prel im inary Evidence from Ontario 

HEATHER A. STREET-ROMILLY 
Dalhousie University 

TERRY H. WAGAR 
St. Mary's University 

This study, which is based on an analysis of 569 Ontario cases, investi
gates the factors distinguishing the use of conventional and expedited arbi
tration. The use of conventional and expedited arbitration was more com
mon in the private sector, more likely to be employed in suspension and 
seniority cases, and less likely to be used in dismissal decisions. The use of 
legal counsel by employers was less frequent in expedited cases, and as 
expected, the time from the date of the grievance to the rendering of the 
award was more than twice as long when conventional arbitration was 
used. 



494 IRRA 46TH ANNUAL PROCEEDINGS 

The Quality of the Relationship Between Union 
and Management: Consequences and 

I mplications for the Organization 

TERRY H. WAGAR 
St. Mary's University 

Based on responses from 752 unionized organizations in Canada, this 
study examined the association between the quality of labor-management 
relations and aspects of organizational performance and effectiveness. The 
average relationship between an employer and its major bargaining unit 
was moderately cooperative, with 28% of respondents reporting adversarial 
relations and 5% indicating a highly cooperative relationship. The OLS 
regression results indicated that decreased conflict and increases in innova
tive activity, productivity, and product quality were associated with more 
cooperative union-management relations. 

Predictors of Expatriate Adjustment 

LINDA K. STROH, LESLIE E. DENNIS, AND TIM CRAMER 
Loyola University 

This study used a sample of 190 expatriates in five multinational corpo
rations to test a limited part of a model of expatriate adjustment developed 
by Black, Mendenhall, and Oddou (1991) .  The model was based on the 
theory that high levels of uncertainty lead to lower levels of expatriate 
adjustment. The study found that premove attitudes toward an interna
tional move, job satisfaction, role novelty, management views of the effect 
of an international assignment on one's career, assurance of a job upon 
repatriation, cultural toughness of the host country, and spouse adjustment 
were significant predictors of expatriate general adjustment, showing sup
port for the Black et al. (1991) model. Implications from the study sug
gested that organizations may have a positive impact on assignment com
pletion and expatriate adjustment by assessing their organizations' position 
and policies related to these variables. 
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Fem ale Top-Level Executives: Turnover, Career 
Limitations, and Attitudes 

Toward the Workplace 

LINDA K. STROH AND JASON R. SENNER 
Loyola University 

Seventy-six top-level women managers in the financial industry in the 
Chicago area were studied to explore the reasons top-level female man
agers would leave their current organizations. The study also examined fac
tors that may limit their career, their attitudes toward their workplace, and 
satisfaction with their career. Three primary reasons women would con
sider leaving their organizations included corporate culture, lack of appro
priate compensation, and glass ceiling effects in their organization. Two 
chief factors limiting their careers were their gender and upper manage
ment. 

Fear  and Loathing (and Bribery) in  the 
Workplace: Worker Perceptions of 

Employer Responses to Union Organizing 

JACK FIORITO 
Florida State University 

This exploratory paper examines the antecedents of worker perceptions 
of employer responses to union organizing drives. Although previous 
research has cited employer opposition as a critical factor in union organiz
ing, almost no research has focused on worker perceptions of employer 
opposition. Using data from the 1984 Union Image Survey, this paper pre
sents evidence on worker perceptions and tests preliminary hypotheses on 
their causes. 

Union Decertification:  
Process and Outcomes 

FRANK BORGERS 
University of Alabama at Birmingham 

An exploratory and explanatory analysis of survey results on the role of 
decertification petitioners in the decertification process is presented. The re
sults indicate that the majority of decertification election losses are genuine 
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employee rejections of unions perceived as not providing effective servicing. 
Most decertification petitioners were once active union members and, in 
many cases, union activists and leaders. Most petitioners exhibited leader
ship behaviors and characteristics. However, the major hypothesis of inter
est-that petitioner leadership behaviors and characteristics would have a 
statistically significant impact on the percentage of antiunion votes in the 
decertification election-was not supported. 

Job Appl icant Screening by a Japanese 
Transplant: A Union-Avoidance Tactic 

GREGORY M. SALTZMAN 
Albion College and University of Michigan 

A senior manager at a Japanese-owned auto parts plant told me (in con
fidence) that he was attempting to avoid hiring union sympathizers. I ana
lyzed this effort with an extraordinary data set obtained with management's 
cooperation. Job applicants completed confidential questionnaires stating 
whether they would vote for union representation in their current or most 
recent job. I matched the responses with outcome data provided by man
agement. Prounion applicants were much more likely to withdraw their 
applications or quit during the probationary period. There was only weak 
evidence, however, that management favored antiunion job applicants in 
making job offers. 

How U.S.  Steel Companies Are Addressi ng 
the Ski l l  Shortage 

SLIMANE HADDAD} 
University of Lille 

Since 1980 there has been an increased awareness in the rapid changes 
that are occurring in the production and manufacturing systems of indus
trialized countries, where underinvestment in training and human 
resources as well as underinvestment in R&D are a major problem. The 
results show that firms in the same industry do not use the same approach 
in order to solve the skill shortage. Defining these approaches by factor 
analysis, most firms tend to be oriented toward one of them-"contingent 
action," "active action," or "passive action." These orientations are partly 
explained by the difficulty met by firms doing their business. 
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Litigation of Employer Control of Off-the-Job 
Behavior: The Case of Drug Testing 

HELEN LEVAN 
DePaul University 

MARSHA KATZ 
Governors State University 
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Litigated drug testing cases (N =67) were analyzed and the following 
results were obtained: ( l )  Two-thirds of the cases involved off-the-job drug 
use, although the extent of on-the-job impairment was not determined, 
and most involved public-sector employees (who theoretically have a 
diminished expectation of privacy). (2) Alertness and danger on the job 
were prevalent. (3) 94% of the tests were urine tests and more than half of 
the tests (58%) were random. (4) Confirmatory tests were used in only 
43% of the cases. (5) Post-accident testing was involved in 22% of the 
cases. (6) Most drug testing cases are lost (or split) by the employer. (7) 
Approximately 25% of the cases resulted in discipline or discharge. 

Work Organization and Training Systems for 
Technical Employees: A Comparison 

of Japan , the U.K . ,  and Germany 

MOTOHIRO MORISHIMA 
Keio University 

KENJI OKUMURA AND DEBORAH TURENNE-TANAMURA 
Fujitsu Research Institute 

Using a unique comparative survey of Japanese, German, and U.K. 
firms, this paper examines the pattern of work organization and training 
systems for software development engineers. The results indicate that 
Japanese firms tend to work in teams to organize software development 
and are less apt to use specialists on development projects than German or 
U.K. firms. Also, task assignment is based less on technical considerations. 
With regard to training systems, Japanese firms place more emphasis on 
within-firm training and actually train a higher proportion of their software 
development engineers. Japanese firms' work organization and training 
patterns for technical white-collar workers follow what has been described 
for production workers. 
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A Test of the Safety-Valve Theory 
of Str ikes 

RoBERT HEBDON 
Cornell University 

The safety-valve hypothesis suggests that public-sector laws banning 
strikes redirect conflict away from strikes to other conflict forms. Using a 
cross-sectional data set in Ontario in 1988, the author tests this hypothesis 
by comparing grievance arbitration rates between strike and no-strike 
units. Results support the hypothesis by indicating significantly higher 
grievance arbitration rates under the no-strike laws. Thus in assessing the 
costs of strike substitute laws, researchers and policymakers ought to take 
into account their adverse impact on other conflict forms, such as griev
ances, grievance arbitrations, working to rule, absenteeism, and turnover. 

Managerial Actions, Ideologies, 
and Outcomes: A Pre l iminary Test 

of the Strategic Choice Model 

JOl-IN GODARD 
The University of Manitoba 

Two sets of constructs can be viewed as central to the strategic choice 
model as advanced by Kochan, Katz, and McKersie: ( 1 )  managerial strate
gies, policies, and practices; and (2) managerial values, beliefs, and philoso
phies. This paper draws upon a survey of 269 Canadian firms to examine 
the relationships between these two sets of constructs after controlling for 
industrial relations context variables. It then examines the implications of 
both sets of constructs for selected IR outcomes. The general finding is 
that while there are a number of associations between these sets of con
structs, and while these constructs bear a number of associations with IR 
outcomes, these associations are weaker and less stable than the strategic 
choice model implies. 
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The I nfluence of Environmental Pressu res, 
D iversification Strategy, and Setting on 

E mployee Participation 

IRENE GOLL 
University of Scranton 

NANCY BRO\VN JOHNSON 
University of Kentucky 
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This study tests the hypotheses that environment, diversification strat
egy, and union/nonunion setting affect the number and variety of employee 
participation programs. A survey of large U.S.  manufacturing firms mea
sured the implementation of employee participation programs. Regression 
results suggest that environmental pressures exert a direct effect on partici
pation in union settings. However, in nonunion settings, environment and 
diversification strategy both correlated directly with participation. These 
results suggest that union strategy may play an important role in the imple
mentation of participative programs. 
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The I mpacts of Workplace Substance Use on 
Personal Injury 

GAIL MITCHELL HOYT 
University of Richmond 

Substance use in the workplace has become an issue of growing con
cern in recent years. Numerous economic studies focus on the productivity 
effects of substance use; however, other effects of workplace substance use 
such as personal injury are an important consideration for employers due 
to the related costs of health insurance and potential litigation. Using the 
1988 wave of the National Longitudinal Survey of Youths, I study the 
impact of alcohol, marijuana, and cocaine use on personal injury in the 
workplace. While cocaine use appears to have no positive impact on injury, 
both alcohol and marijuana use positively influence personal injury in the 
workplace. 

U n ion Organizing:  
An Experiential Exercise 

KAREN E.  BOROFF 
Seton Hall University 

The author puts forth an experiential exercise on union organizing, 
thereby closing a gap in the repertoire of teaching tools on union recogni
tion. By requesting that students wear the "Union Yes" button for a day, 
students begin to appreciate the difficulties, risks, stereotypes, and preju
dices that union sympathizers regularly confront. Both by the introduction 
of the exercise in class and by the wearing of the button after class, the 
learning from this simple exercise is robust. 
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Union G rievance Procedu res and 
Nonunion Complaint Procedures
Is Collective Voice Real ly Superior? 

KAREN E. BoROFF 
Seton Hall University 
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Union (collective) voice procedures have been argued to be inherently 
superior to nonunion (individual) voice procedures. This, however, has not 
been tested empirically from the perspective of the users of eitlwr process. 
Relying on three unique data sets, the author compares dimensions of 
grievance and complaint procedures as rated by those who have filed com
plaints and by those who opted otherwise. She finds preliminary evidence 
suggesting that filers in either environment appear motivated to secure 
individual (and not collective) justice. Nonfilers in either environment fear 
reprisal for filing complaints. She suggests further conceptualization about 
the substantive differences in the two forms of voice. 

I mpacts of Confl icting Industrial Relations 
on Corporate Management 

in the Korean Machine Tool Industry 

JOOYEON JEONG 
U11ivcrsity of Wisconsin-Madison 

This study intends to measure impacts of conf1icting firm-level indus
trial relations during the late 1980s on both the product strategy and labor 
management policies in the Korean machine tool industry. On the basis of 
the fieldwork study in six Korean machine tool firms during June of 1992 
and 1993, major findings of this study were as follows: ( 1 )  Despite a rapid 
rise in labor cost due to conflicting industrial relations during the late 
1980s, the industry still maintained its price comparative advantage in its 
major products. (2) Conf1icting industrial relations commonly generated 
several challenges in iabor management policy, including the decline in the 
work motivation of blue-collar employees. 



502 IRRA 46TH ANNUAL PROCEEDINGS 

Attitudes Toward U n ions and Professional 
Associations as Determinants of Support 

for a U nion of Professional Employees 

HUGH D. HINDMAN 

Appalachian State University 

CHARLES G. SMITH 

Niagara University 

General attitudes toward unions are important in determining employee 
support for unionization. But professional employees may prefer representa
tion through professional associations. What happens, then, when profes
sional employees petition for exclusive bargaining rights? Are attitudes 
toward unions still important? What about attitudes toward professional asso
ciations? Which are more important? Professional employees organizing a 
local independent union were surveyed. Both attitude toward unions and atti
tude toward professional associations were found to predict support for the 
union, but attitude toward professional associations had the strongest effects. 

The Relationship Between Students' Attitudes 
Toward Unions and Attitudes 

Toward E mployment Rights Issues 

DANE M.  PARTRIDGE 

University of Southern Indiana 

KAREN ANN TARNOFF 
Virginia Polytechnic Institute and State University 

In a sample of 265 students at four universities located in the south
eastern U.S. ,  partial support is found for the proposition of a relationship 
between students' attitudes toward unions and their attitudes toward 
employment rights issues. The expected negative relationship was found 
between students' attitudes toward unions and their attitudes toward "pri
vate" activities (the collection and use by the employer of non-job-related 
information, e.g., intended pregnancy plans) and "normative" activities 
(generally accepted employer activities, e.g., scheduling work). The rela
tionship between students' attitudes toward unions and "polydrug" activi
ties (e.g., drug testing) was not statistically significant. 
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The I nf luence of Referents on Attitudes in a 
M ulti-Tier Wage Structure: Prel iminary Results 

DANE M. PARTRIDGE 
University of Sou them Indiana 

ANTHONY M. TOWNSEND 
Virginia Polytechnic Institute and State University 
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This study examines the relationship between the referents used by 
workers to evaluate pay fairness and their work-related attitudes in an 
organization in the retail food industry with a multi-tier wage structure. 
The more important the referent of the pay of friends and family, the more 
positive was the worker's pay satisfaction, pay equity, company commit
ment, union instrumentality, and union commitment. The other referent 
factors were negatively related to particular attitudes. The findings suggest 
that pay satisfaction is influenced by certain social referents in both a posi
tive and negative direction, while self-referents have a negative effect. 

Retroactive Benefits in  I ncome 
Replacement Programs: Results 

from a Modified Natural  Experiment 

WILLIAM P. CuRINGTON AND W. DAVID ALLEN 
University of Arkansas 

AMY FARMER CURRY 
University of Tennessee 

When workers are displaced due to an injury or layoff, there is a wait
ing period (usually three to seven days) before workers' compensation or 
unemployment insurance income replacement benefits may be received. 
In some jurisdictions if the work absence lasts longer than the time period 
specified as the retroactive period, benefits are paid retroactively for the 
waiting period. Retroactive benefits create a "notch" in workers' lifetime 
budget constraint which brings about an incentive for workers who fall 
within this notch to increase their work absence duration. From an analysis 
of one policy alternative-a reduction in the retroactive period-we find 
that certain workers have an incentive to increase their duration because 
they now fall within the notch; other workers have an incentive to decrease 
their work absence durations, since they need not stay out as long to 
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receive retroactive benefits as compensation for the waiting period. In an 
empirical test of these hypotheses, we use individual-level workers' com
pensation data from the state of New York to compare the durations of 
work absence of a treatment group of workers affected by a legislated 
shortening of the retroactive period and a control group of workers unaf
fected by that policy action. Results from difference-in-means and regres
sions analyses lend consistent support to these hypotheses, showing a 
change in work absence duration ranging from 1 .8 to 3.2%. 

The Structural Determinants of Union Wage 
U niformity and Pattern Bargain ing 

STEPHEN B. BLUMENFELD 
Sirrwn Fraser University 

MARK D. PARTRIDGE 
Georgia Southern University 

One mission of labor unions is to take wages out of competition. While 
industrywide agreements are rare, pattern setting has traditionally affected 
infomwl centralization and uniformity of bargaining outcomes. This study 
departs from most previous research by assessing the determinants of wage 
uniformity other than unionization . This study offers a comprehensive 
analysis of the relationship between various market and institutional factors 
with union patterns. The results indicate that union wage dispersion is pos
itively related to increased foreign trade and union heterogeneity. Union 
wage dispersion is negatively related to ability to pay, technology-based 
quasi-rents, and union bargaining strength. 

Workplace Substance Abuse 
and Organizational Education Efforts 

PHILIP K. WAY 
University of Cincinnati 

NANCY E. WALDECK 
Ohio State University 

This paper assesses the determinants of the type and frequency of organi
zational drug education. Survey results show that education appears to be 
widespread but variable and more reactive than proactive. Regression analyses 
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show that educational efforts. are more intense where drug use and costly 
consequences are likely, particularly where the work force is young and 
works with heavy machinery and when organizational s ize and profitability 
are greater. Meetings are used more often when a large proportion of work
ers can affect safety or national security, when the number of personnel staff 
per employee is greater, and when unions are positive toward education. 

The Dete rmination of Employee Participation 
in  401 (k) Plans: The Effects of Other Pensions, 

and Firm and Fami ly Characteristics 

GREG HUNDLEY AND CAROL K. JACOBSON 
University of Oregon 

This study analyzes the factors that determine the degree to which pri
vate-sector employees participate in a 40l(k) savings plan offered by their 
employer and assesses how these mechanisms might contribute to differ
ences among employees in their access to retirement benefits. The data con
firm that individuals with higher incomes and greater earnings potential (i.e., 
those with more human capital) are more likely to participate in 40l(k) plans 
and that this effect is due significantly to the greater probability that these 
employees will be offered the chance to participate in a 40l(k) plan by their 
employer. Employees of small firms and those covered by union contracts 
are less likely to be offered a 40l(k) plan. Coverage by a defined benefit plan 
increases the probability of 40l(k) eligibility and the probability that an eligi
ble employee will participate. Employee eligibility and participation appears 
to be independent of pension plan coverage of their spouses. 

Flexible Work Hours and Labor Productivity: 
New Fi ndings from the 

Pharmaceutical I ndustry 

EDWARD SHEPARD AND THOMAS CLIFTON 
LeMoyne College 

DOUGLAS KRUSE 
Rutgers University 

During the past decade there has been an increase in the use of flexible 
work schedules and other types of alternative work schedules, including 
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part-time positions, work sharing, work at home, and family leave contin
gencies. Flexible work hours potentially influence productivity through 
effects on absenteeism and turnover, organized attachment, job attitudes, 
off-job satisfaction, work-related stress, and other possible areas. The 
results from prior studies suggest there may be positive effects on produc
tivity in some circumstances but are largely inconclusive. 

To investigate the productivity effect of flexible work schedules we de
velop and estimate an econometric production function model using firm
level panel data for a test industry within U.S. manufacturing. The empiri
cal results suggest that flexible work schedules and, in particular, the degree 
of flexibility provided can contribute to improvements in productivity. 

The Pay Game: A Simulation Model 
of Alternative Pay-Setting Schemes 

ROBERT CAROW 
Loyola University 

This paper reports preliminary results from a large project to design 
and test a simulation model that can be used to characterize the conditions 
favoring a variety of pay-setting schemes including pure time rates, pure 
piece rates ,  and time rates with a linear bonus. The study shows that piece
rate pay-setting schemes are preferable to time-rate pay-setting schemes 
when design and monitoring costs of piece rates are low and when worker 
risk aversion is low. These results conform to theory. However, as transac
tions costs rise and worker risk aversion rises, time rates become preferable 
to firms. The simulation provides a versatile tool for testing various pay-set
ting schemes under a variety of state variable values and shows the sensitiv
ity of pay scheme choice to state variable values. 

Cognitive Heu ristics and Performance 
U n it: I mpl ications for Ignoring the 

Cogn itions of Others 

MEGAN MOWREY, STEVEN L. POPEJOY, 
AND CHOCKLINGHAM VISWESVARAN 

University of Iowa 

Prior research demonstrates that individuals make cognitive errors dur
ing the course of negotiations. Failing to consider the cognitions of one's 
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opponent in a negotiation is qne type of cognitive error committed by indi
viduals. This study addressed whether negotiators persist in ignoring their 
opponents' cognitions in a group negotiations context. Information from 
the negotiation and group literatures was reviewed and hypotheses inte
grating these two disciplines were drawn. As expected, the results of an 
experiment in which 144 subjects participated suggest that groups ignore 
the cognitions of their opponents in a manner similar to that of individuals. 

Labor-Management Climate: 
A Canada-U.S. Comparison 

NEALIA S. BRUNING, MARIE B. SICKMEIER, CHRISTINE L. COOPER 
University of Manitoba 

The decade of the 1990s finds both the U.S. and Canada struggling for 
a position in the head-to-head economic game of the coming century. The 
general consensus is that neither country is fully prepared to compete in 
the new world economy where the game has changed from one of niche 
competition (a win-win scenario) to one of head-to-head competition (a 
win-lose scenario) (Thurow 1992). In both countries there has been signifi
cant debate regarding the direction to be taken to ensure each nation a 
position in the new game. This has resulted in an understanding that there 
is a need to closely examine the components of each economy in order to 
develop an equation that will allow each nation to compete. 

This study investigates an important component of this equation
labor-management climate. We report the results of a survey of three 
groups (unionized employers, nonunion employers, local union leaders) in 
both the U.S. and Canada. These groups were surveyed regarding their 
perceptions of workplace climate and organizational performance. Overall, 
the relationships demonstrate higher assessments of labor-management cli
mate in Canada, but lower reported performance on the performance 
measure in Canada. 
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Business Strategy, H igh-I nvolvement 
M anagement and Firm Performance 

in South Korean Corporations 
MICHAEL BYUNCNAM LEE 

Michigan State University 

YaNG HEE CHEE 

Sogang University 

Empirical research on strategic human resource management is in its 
infancy. Little is known on approaches companies use to link their strategic 
choices with human resource practices to achieve superior ilnancial perfor
mance. Moreover, the studies conducted to date have used data from U.S.  
companies, raising a question about the generalizability of these findings to 
other countries. In contrast, the current study examines the association of 
competitive strategy-human resource practices (especially emphasis on 
employee participation and involvement) in South Korean manufacturing 
firms. Certain competitive strategy-employee participation matches are 
associated with company financial performance. 

Employee Benefit Satisfaction 
Under Flexible Benef its: An Analysis 

of E mployee Choice Patterns, Demograph ics, 
and Commun ication Usage 

BoNNIE R. RABIN 
Ithaca College 

This study examines employee benefit satisbction under flexible bene
fits . Flexible benefits satisfact ion includes satis faction with a flexible 
approach, benefits variety, and coverage levels. Using field data, a number of 
hypotheses are supported, including the impact of employee bendlt choice 
and change patterns, demographics, and benefit communication on satisfac
tion. As a group, a large statistically significant portion of benefit .�atisfaction 
is explained by the proposed determinants. In particular, employees with 
lower levels of medical coverage, those using medical re imhurse 1n ent 
accounts, and those who are younger and less tenured were more satisfied. 
Moreover, users of the organizations's benefit communication materials and 
employees reporting fevver unmet benefit needs are more satisfied. 
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An I nvestigation of I ntention to Stay or Leave: 
The Issue of Gender 

EDWARD J. INDERRIEDEN AND TIMOTHY J. KEAVENY 
Marquette University 
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This study investigated the importance of workplace values and 
rewards on the intentions of 690 male and female professionals to change 
organizations. The results of this study indicated that the women were 
more likely to consider leaving their organization than the men surveyed. 
Consistent with earlier studies of intention to stay or leave, pay level played 
an important role. Importance of interesting work, satisfaction with one's 
work, and perceived opportunity for advancement were significant predic
tors of intention to stay or leave. 

May Labor Arbitrators Fraternize 
With Union and Management Advocates? 

JoHN B. LARocco 
California State University, Sacramento 

The paper explores a recent Ninth Circuit decision which vacated and 
reversed an arbitration award due to the arbitrator's bias because the arbi
trator had a friendly, professional relationship with the union advocate. 

The arbitrator went to dinner with the union advocate on the evening 
before the hearing. The court ignored the fact that the company had 
invited the arbitrator to dinner (the arbitrator declined because he had 
already made plans to go out with the union representative) .  The company 
represented to the court that had the arbitrator accepted, the company 
would have asked the union representative to accompany them! 

The court adopted a loose definition of fraud which could forever bar 
arbitrators from forming casual relationships with union or management 
advocates through, for example, local IRRA meetings. 



XIX. ANNUAL REPORTS 

I RRA EXECUTIVE BOARD MEETING 

Apri l  30, 1 993 
Executive I nn-Seattle, WA 

The meeting was called to order at 5:45 p.m. by President George 
Strauss. Present were Past President Ernie Savoie and Board members 
M ark C. Endresen, Daniel G. Gallagher, Walter J. Gershenfeld, Jack 
Golodner, Randolph M .  Hale, Maggie Jacobsen, and John R. Stepp. Also 
present were IRRA Administrator Kay B. Hutchison, Secretary-Treasurer 
David R. Zimmerman, newly appointed Editor-in-Chief Paula A. Voos, 
Newsletter Editor Rachel Grenier Hendrickson, Chapter Advisory Chair 
James F. Power, and Lynn Case of the national office. Absent were Board 
members Francis X. Burkhardt, Thomas R. Colosi, John A. Fossum, Mar
lene K. Heyser, Harry C. Katz, Donna Sockell, Lamont Stallworth, and 
President-Elect Lynn Williams. 

Guests at the meeting were Ben Youtsey of the host Northwest/Seattle 
IRRA Chapter; Charles J. Coleman, President of the Philadelphia Chapter 
(host for the 1994 spring meeting); and Sheldon Friedman, Program Com
mittee. 

Approval of Minutes. Minutes of the January 1993 Executive Board 
meeting were approved as distributed. 

Report of the Program Committee. Chair George Strauss reviewed the 
program planned for the 46th Annual Meeting in Boston, January 3-5, 
1994. The full three-day program will include nine symposia sessions, four 
competitive paper sessions, the doctoral consortium, five public policy 
workshops and four or five sessions organized by various New England 
chapters. The chair and members of President Clinton's Commission on 
the Future of Worker-Management Relations have been invited to partici
pate on a distinguished panel. 

Walt Gershenfeld reported on the Philadelphia spring program, April 23-
25, 1994. The program will offer a variety of sessions simultaneously. Topics 

510 
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will include labor law reform, work force skills, health care cost containment, 
workers' compensation, union-management cooperation, union trusteeships, 
interest arbitration, privatization, and international labor. Gershenfeld 
requested permission, subject to national office approval, for the Philadelphia 
Chapter to develop an accredited joint session with the AAA on ethics for 
attorneys. The Board approved the request. Savoie suggested the chapter 
consider a session on diversity. Coleman reported that the Philadelphia Chap
ter is working on arrangements for various social functions. The meeting site 
will be the Hilton Hotel and

. 
Towers. Gershenfeld will keep the Program 

Committee and President-Elect Lynn Williams informed as plans progress. 
Endresen suggested that IRRA standing committees not be scheduled 

to meet at the same time as program sessions. Savoie and Voos raised the 
possibility of holding an ali-day Executive Board meeting once a year, pos
sibly at the spring meeting. The national office will poll Board members on 
the suggestion. 

Report of the Committee on Future Spring Meetings. Gershenfeld 
chaired the ad hoc committee that included Richard Block, David Zimmer
man, and Kay Hutchison. It is the recommendation of the committee that: 

1. As in the past, the 1994 spring meeting program be planned by the 
local hosting chapter with Program Committee approval; 

2. In 1995 the IRRA not hold a separate spring meeting but participate 
as a sponsor of the lOth World Congress of the liRA in Washington, May 
31-June 4, 1995. Several sessions of special interest to IRRA members will 
be arranged. The IRRA will assist in planning those sessions and publish 
papers from those sessions in the 1995 Spring Proceedings; and 

3. Beginning in 1996 or 1997, a biennial conference on labor and public 
policy be held, conceivably in Washington D.C. Since both the 1995 IRRA 
annual and spring meeting will be held in Washington, an alternate site is 
suggested for 1996. Under the proposal, chapters would be encouraged to 
hold regional conferences in alternate years. 

Gershenfeld moved that the 1995 spring meeting be held in conjunc
tion with the liRA lOth World Congress in Washington and that plans for 
the 1996 spring meeting be put on hold until the Chapter Advisory Com
mittee and local chapters are consulted. Motion carried. Gershenfeld will 
meet with the representatives of the Washington D.C. Chapter to discuss 
plans for the 1995 meetings. 

Ben Youtsey and Mark Endresen, Northwest/Seattle IRRA Chapter, 
were given a round of applause for their work on the 1993 spring meeting. 

Report on the 1995 lOth World Congress of the liRA. David Zimmer
man reported on behalf of liRA President Tom Kochan. Site hotels for the 
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Congress are the Hyatt Regency, Washington Court, and Quality Inn. 
Attendance is estimated to be between 800 and 1,000 participants. The 
budget for the Congress is anticipated to run $250,000 to $400,000. The 
Clinton administration has been approached for funding, and plans are 
underway to establish a nonprofit entity to administer the Congress. Zim
merman reported that a planning committee of interested IRRA members 
is working with Kochan on Congress arrangements. 

(Meeting adjourned for dinner and reconvened at 6:55 p.m.) 
Administrator's Report. Kay Hutchison reviewed recent financial and 

membership statistics. She reported a net income for 1992 of $5, 153 com
pared to a loss of $11 ,048 in 1991. She thanked chapters and individual 
members for their contributions to the one-time fund drive initiated in 
1992 by then President Savoie. She also cited the role of organizational 
memberships in the Association's improved financial condition. (A list of 
organizational members is attached.) Revenues from annual membership 
categories will be used for operations. Revenues from other organizational 
categories will be used to establish an endowment for the Association. 
Names of potential organizational members should be submitted to the 
national office. 

Strauss indicated that an analysis of membership statistics indicates that 
two-thirds of the Association's members are practitioners while one-third 
are academics. Membership has declined by approximately 400 over the 
past two years. 

Membership and Finance Committee Reports. Membership Committee 
Chair Savoie reported that the committees met jointly earlier and contin
ued to discuss issues of membership and finance. He described several 
national membership promotions that have been targeted at specific local 
chapters. Organizational memberships have helped offset revenue losses 
from declining membership. Endresen moved that the Finance Commit
tee and the Membership Committee be combined into one committee. 
The motion was carried on a voice vote. 

Chapter Affiliation. Hutchison presented the request of the Oregon 
IRRA Chapter for national affiliation. Having been advised that the chapter's 
bylaws are in conformance with Association requirements, the Board 
approved affiliation of the Oregon IRRA Chapter as the 62nd IRRA chapter. 

Chapter Advisory Committee Report. Jim Power, Chapter Advisory 
Committee Chair, reported that the committee is undertaking strategic dis
cussions to review the structure of the Chapter Advisory Committee and its 
relationship to the Board. Chapters are being encouraged to send a repre
sentative to the meeting in Boston to continue such discussions. 
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Strauss conveyed a suggestion made during the Chapter Advisory Com
mittee that the IRRA develop a grant proposal to facilitate chapter discus
s ion of the questions to be addressed by the Dunlop Commission 
appointed by the Clinton administration. Following lengthy discussion, the 
Board agreed by consensus to establish a committee to explore the possi
bility of developing a proposal. Sheldon Friedman will chair the commit
tee. Board members Power, Gallagher, and Jacobsen volunteered to serve. 

Chapter Fees. Following some discussion, the Board approved by voice 
vote the following chapter fees for 1993: 

Chapter Membership 

25 members or less 
26-50 members 
51-100 members 
101-200 members 
201 + members 

1993 Fees 

$ 65 
105 
200 
225 
300 

The Board retained the current rebate structure according to percentage 
of chapter members who are national members. 

Editorial Committee Report. Paula Voos reported in the absence of Edi
tor-in-Chief John Burton Jr. The Editorial Committee has recommended 
acceptance of an international volume entitled The Comparative Political 
Economy of Industrial Relations, to be edited by Kirsten Wever and Lowell 
Turner for the 1995 research volume. The publication of the volume in 
1995 will coincide with the liRA lOth World Congress in Washington. 

Voos, editor of the 1994 research volume, Contemporary Collective 
Bargaining in the Private Sector, indicated that the volume is on schedule. 
Chaper authors participated in a PIERS/IRRA conference in Detroit in 
February and were able to receive feedback on their work from attendees. 
Hutchison reported that all chapters of the 1993 volume, Employee Repre
sentation: Alternatives and Future Directions, Bruce Kaufman and Morris 
Kleiner, eds. ,  have been received by the national office. 

Hutchison estimated that ll or 12 papers will be published in the 1993 
Spring Proceedings. With increasing publication costs, the Editorial Com
mittee continues to look at more timely and less costly options for dissemi
nating presented papers. Issues concerning the scope and format of IRRA 
publications were referred back to the Editorial Committee. 

Hutchison described a proposal under consideration between IRRA 
and the ILR Press for distribution of the annual research volume. In sum, 
the ILR would assume responsibility for marketing and distribution (other 
than to IRRA members) for current and past volumes in exchange for a 
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percentage of net sales. The IRRA would continue to select, edit, produce, 
and hold the copyright for each volume. The Board authorized Hutchison 
to pursue agreeable terms with ILR Press on a two-year trial period. 

President Strauss, with the advice of Burton and Voos, recommended 
the appointment of Jay Siegal to a three-year term on the Editorial Com
mittee. 

Newsletter Editor's Report. Rachel Grenier Hendrickson described the 
Association's new publication, Dialogues, a four-page Newsletter supplement 
which will be published at least twice a year. The first issue will be included 
with the May Newsletter. It will summarize papers presented at IRRA meet
ings and offer short articles on timely topics. A membership application will 
appear in each issue. Additional copies of Dialogues will be made available 
to local chapters for distribution to their membership. Hendrickson indi
cated that changes in the Newsletter format are under consideration. 

Professional Liaison Committee Report. Gershenfeld related that the 
purpose of this committee, appointed by Past President Jim Stern, was to 
improve and preserve the teaching of industrial relations and to build rela
tions with other interested organizations. Gershenfeld recommended that 
the committee be disbanded because such concerns are being taken up by 
the IR center directors, sociologists, and others. Communications v.rith the 
various groups should continue. Strauss asked Savoie to develop a brief 
report for the next board meeting on the future of industrial!labor educa
tion and the role of the IRRA. 

Old Business: Diversity Committee. Previous correspondence to the 
Board from a member requested that the IRRA canvass its membership 
for information on ethnic background and then seek ways to improve 
diversity within the organization. President Strauss has consulted Board 
member Lamont Stallworth, who offered several proposals. The Board 
agreed by consensus that Strauss should convey to Stallworth the impor
tance of the issues he raised and suggest that future program proposals and 
a possible research volume on the topic of diversity would be welcome. 
Such proposals could be pursued through the Program and Editorial Com
mittees respectively. The Association will continue to consult with other 
organizations about how they deal with the issue of diversity. 

New Business: 1 994 Nominating Committee. Strauss advised the Board 
of his selections for the Nominating Committee, including Noah Meltz as 
chair. The comm ittee will convene in Boston. The Board approved 
Strauss's proposed committee and directed that future nominees for Board 
office be advised of their obligations and time commitments if they agree 
to accept nomination. 
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Constitution and Bylaws Committee. President Strauss recommended 
appointment of a committee to review the IRRA constitution and bylaws 
for outdated, inconsistent, or sexist language and to make recommenda
tions at the Boston Board meeting. The Board agreed by consensus and 
Strauss appointed Maggie Jacobsen, Rachel Grenier Hendrickson, John 
Fossum, David Zimmerman, and Kay Hutchison (ex officio) . 

The Board reviewed correspondence from several members regarding 
the name, structure, and activities of the Association. President Strauss is 
developing a proposal on the issues which will be discussed at the Boston 
meeting in January. 

The meeting adjourned at 9:50 p.m. 
The next meeting of the IRRA Executive Board is Sunday, January 2, 

1994, 6:30 p.m., Boston Park Plaza Hotel. 

I RRA EXECUTIVE BOARD M E ETING 

January 2,  1 994 
Park Plaza Hotel-Boston ,  MA 

The meeting was called to order at 8:10 P. M. by President George 
Strauss. Present were Past President Ernie Savoie, President-Elect Lynn 
Williams, Board members: Peter H.  Cappelli, Mark C. Endresen, John A. 
Fossum, Daniel G. Gallagher, Walter Gershenfeld, Randolph M. Hale, 
Marlene K. Heyser, Maggie Jacobsen, Harry Katz, and John R. Stepp and 
incoming Board members: Rachel Hendrickson (also Newsletter Editor), 
Joan Ilivicky, and Jay S. Siegel. Also present were: IRRA Administrator Kay 
B. Hutchison, Secretary-Treasurer David R. Zimmerman, Editor-in-Chief 
Paula B. Voos, Past Editor John F. Burton, Jr., Chapter Advisory Chair 
James F. Power, and Lynn Case from the national office. Absent were 
Board members: Francis X. Burkhardt, Thomas R. Colosi, Jack Golodner, 
Donna Sockell, Lamont Stallworth, and Board Member-Elect Ruth Milk
man. 

Guests at the meeting were Noah Meltz, Chair of the Nominating 
Committee, Hoyt Wheeler, Chair of the Administrative Oversite Commit
tee, Boston IRRA Chapter President Helen Moreschi and Greater Rhode 
Island IRRA Chapter President John J. Mark. 

President Strauss welcomed newly elected Board members and 
reminded them that since their term had not yet begun, they were not eli
gible to vote at this meeting. Strauss thanked retiring Board members 
Burkhardt, Gershenfeld, Katz, Jacobsen, and Stallworth. 
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Approval of minutes. Minutes of the April 1993 Executive Board Meet
ing in Seattle were approved as printed and distributed. 

Report of the Nominating Committee. Chair Noah Meltz announced 
that Hoyt Wheeler from the University of South Carolina had been recom
mended as candidate for 1995 President-Elect. Candidates for the Execu
tive Board \viii be listed in the May Newsletter. A motion by Lynn Williams 
to accept the Nominating Committee report was seconded and passed. 

Report on the Philadelphia Spring Meeting. Walt Gershenfeld reported 
that the 1994 Spring Meeting would begin on Wednesday, April 20 with a 
joint session of the American Aribitration Association on ethics for attor
neys. Thursday's I RRA sessions will celebrate the 50th anniversay of the 
Declaration of Philadelphia with participation from the ILO President and 
Secretary of Labor Robert Reich as luncheon speaker. Other sessions 
include a reprise of George Taylor by friends and colleagues and a review 
of new labor relations films. Registration for the spring meeting, held at 
the Doubletree Hotel, will be $130. 

Report of the Progam Committee. Lynn Williams, Program Committee 
Chair, reported on the next annual meeting to be held in Washington D.C. 
January 6-8, 1995. Ten symposia proposals and five workshops have tenta
tively been accepted for presentation. Additionally, a full afternoon session 
will be devoted to a review of the Dunlop Commission by commentators 
from three perspectives (labor, management, and neutral) followed by 
breakout sessions. 

Strauss stated that a continuing problem for the association is selecting 
which papers to publish in the Proceedings given the larger number of ses
sions and increasing costs of publication. 

Walt Gershenfeld presented the fol!O\vi.ng resolution for Board consid
eration: 

The Program Committee shall have two Vice Chairs, one a prac
titioner and the other an academician. Each will be appointed by 
the Program Committee Chair (President-Elect). Subject to the 
overall direction of the Program Committee Chair, each will be 
responsible for assisting the Program Chair in encouraging sub
missions to the Program Committee and in following up the 
development of programs after the Program Committee makes 
its selections. The initial academic Vice Chair shall serve a one
year term and the initial practitioner Vice Chair shall serve two 
years. Each subsequent Vice Chair shall serve two years. Vice 
Chairs shall be voting members of the Program Committee. 
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A motion to accept the resolution as printed was seconded and passed 
by a unanimous voice vote. 

IRRA Strategic Planning Meeting. President Strauss stated that past 
Board discussions have suggested a need for the Executive Board to dis
cuss long-range planning about the mission, activities, and future of the 
national Association. The national office polled the Board and the decision 
was made to hold the session at the time of the Philadelphia meeting. A 
show of hands by members present indicated preference for the regular 
Executive Board meeting to be held on Friday night and the strategic plan
ning session on Saturday, April 23. Strauss suggested incoming President 
Lynn Williams form a small committee of the past president, president
elect and a few others to develop a structure and focus for the meeting. 
Lengthy discussion produced a variety of ideas for consideration. Board 
members were encouraged to read John Dunlop's commentary on the dis
cipline of industrial relations and Bruce Kaufman's recent book prior to the 
planning meeting. Members and local chapters will be encouraged through 
the Newsletter to send in written ideas and suggestions for topics of discus
sion to the national office. 

Report of the Constitution Review Committee . M aggie Jacobsen 
reported that the committee will meet to review by-law changes and report 
back at the spring meeting in Philadelphia. President Strauss defined the 
task as two-fold: ( 1 )  to change language that is confusing, out of date, or 
unconstitutional and (2) to consider other changes such as the nomination 
of officers. 

Report on the liRA World Congress. David Zimmerman, reporting for 
liRA President Tom Kochan, said a planning meeting would be held on 
January 4 and a written report would be given to the Executive Board prior 
to the Philadelphia meeting. Zimmerman cited two issues to be addressed: 
(1 )  the publication of liRA proceedings prior to the May 31-June 4, 1995 
meeting in Washington D.C. and (2) the formation of a nonprofit organiza
tion to handle the logistics of the conference. Kochan has been pursuing a 
variety of funding sources for the lOth World Congress. 

Report of the Chapter Advisory Committee. Chair Jim Power said the 
committee would meet January 3 for a two-part meeting. After reporting 
on the business of the national and chapters, the committee will meet with 
chapter representatives to discuss possible restructuring of the chapter 
organization and committee. Topics include terms of office and selection 
process for the chair and committee members, regionalization of chapters, 
sponsorship of the spring meeting and involvement in the national meet
ing, the mutuality of roles between the national and chapters, and services 
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chapters desire of the national. Power will report on these discussions at 
the Philadelphia Spring Meeting. 

Report of the Membership and Finance Committee. Chair Ernie Savoie 
reported the recommendation of the committee that there be no increase 
in national or chapter dues for 1995. Savoie recommended continuing the 
development of organizational memberships for the association and urged 
committee and Executive Board members to become more committed in 
their roles as leaders of the national. The committee discussed the role of 
the computer hookup network for publications and the possibility of ob
taining sponsors for national receptions. Savoie announced his retirement 
from the committee but agreed to stay on for a transition period prior to 
the Philadelphia meeting. A round of applause was given to Savoie for his 
dedication and service. 

Report of the Secretary/Treasurer and Administrator. H utchison 
reported an anticipated surplus of income over expenditures of $27,000 for 
1993. A decline in income from mailing list rental, subscriptions, and the 
ASSA refund was offset by the $2.00 dues increase, the initiation of organi
zational memberships, and the remainder of the 1992 grant fund from 
Ford Motor Company. The IRRA currently has 22 organizational member
ships of which ·seven are lifetime (contributions of $5,000 or more) and 15 
are annual renewed memberships. Eight of the 15 annual memberships 
have renewed their membership for 1994. Hutchison said that $40,000 in 
income from the lifetime memberships is considered endowment money 
and that the $8,500 generated from renewable organizational memberships 
is listed as operating income. 

Hutchison reported a decline in expenditures due to a reduction in 
staff hours and decreased publication and meeting costs. Two issues of 
Dialogues have been produced with only a $500 increase in Newsletter 
publication costs. She recognized the Orange County IRRA Chapter's 
financial support for the 1993 winter meeting and the Northwest IRRA 
Chapter's well-attended and low-cost spring meeting as contributing to the 
lower meeting costs. Administrator Hutchison said the national office has 
realized further cost-savings through the upgrade of its computer system 
with the assistance of the IR Institute of the University of Wisconsin and 
the sharing of photocopying and fax equipment. 

Hutchison reported that the overall number of 1993 individual mem
berships had remained basically constant \\ith a decline in regular mem
berships offset some by an increase in student, retired, and foreign mem
bers. Of the professional categories, academics and government have 
declined, while the legal and business categories have slightly increased. In 
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1993 the IRRA recruited 600 new members, 100 of those through the spe
cial promotion of joint chapter and national membership by the reactivated 
Oregon I RRA Chapter and a special membership promotion at the Seattle 
conference. Additional new members have joined as a result of promotions 
through chapter lists and better tracking of chapter officers who are 
required to be national members. 

President Strauss reviewed membership figures and reported that 
despite a gain of 600 new members for 1993 the IRRA lost 80 regular mem
bers and, with increases in other categories, had a total net loss of 14 mem
bers. He suggested that nonrenewals are a major problem with 60% of new 
members renewing after one year and 40% remaining for three years. The 
greatest retention problem is with students and practitioners. On the aca
demic side, the problem is one of recruitment rather than retention. 

Hutchison reported that the 1994 research volume is on schedule and 
that copy is being edited on computer disk for the first time. She expressed 
concern that postal rates will increase by 3% for nonprofits next year and 
that nonprofit mailing rates are scheduled to be phased out over the next 
six years. 

Hutchison reported that at the Seattle Spring Meeting, the Board cre
ated an Ad Hoc Committee on the future of Worker/Management Relations 
with Sheldon Friedman as chair. The purpose of the committee was to 
encourage local IRRA chapters to become knowledgeable and involved in 
the work of the Commission on the Future of Worker/Management Rela
tions created by the Clinton administration and chaired by John Dunlop, 
former IRRA President. The committee was unable to obtain funding for a 
speaker's bureau on the topic, but the national office was able to arrange 
Commission speakers for eight chapters. Tom Kochan's speech to the Wash
ington D.C. IRRA Chapter was videotaped and copies were made available 
through the national office. Four chapters requested loan of the tape. Nine 
chapters will report on their chapter deliberations to members of the Dun
lop Commission at a special session during the 46th Annual IRRA Meeting. 

Ernie Savoie recommended that a letter from the Board be sent to the 
IR Institute at the University of Wisconsin thanking them for their support 
of the IRRA. 

Report of the Administrative Oversight Committee. Hoyt Wheeler, 
Chair of the Administrative Oversight Committee, reported the commit
tee's recommendation that the national office remain at the University of 
Wisconsin at this time. The committee recommended that the Secretary
Treasurer and the Administrator be authorized to negotiate a successor 
contract with the UW when the current contract expires in 1995, and that 
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1 8  months prior to the expiration of that successor agreement, an an
nouncement be made in the Newsletter inviting proposals to relocate the 
national office. The committee also recommended that Kay Hutchison's 
title be changed from Administrator to Administrator and Managing Editor 
to reflect her current duties. The committee further recommended that 
the Administrative Oversight Committee be disbanded having fulfilled its 
charge to review the operation of the national office in Madison and make 
recommendations to the Board. The Board approved these recommenda
tions on a voice vote. 

Administrator Kay Hutchison and staff person Lynn Case were excused 
while the Board discussed salaries. 

Report of the Editorial Committee. Editor-in-Chief Paula Voos reported 
that the Editorial Committee had narrowed its selection for the 1996 
research volume to two proposals. Upon receiving further input from the 
volume proposers, the committee will make its recommendation to the 
Board at its next meeting in Philadelphia. 

Report of the Newsletter Editor. Rachel Hendrickson reported that in 
addition to four Newsletters two issues of Dialogues had been produced in 
1993. Each issue of Dialogues presents condensed versions of papers pre
sented at IRRA meetings or in other forums. Perspectives of academics, 
management, and unions are sought as well as a diversity in authors. The 
next issue topic will be health care. 

Report of the Statistics Committee. Administrator Hutchison reported 
that IRRA dues for the Council of Professional Associations on Federal 
Statistics (COPFAS) had increased substantially in recent years to $1 ,277 
for the period October 1993 to October 1994. Following discussion, the 
Board approved the recommendation that a Board member be appointed 
to the Statistics Committee and that person report back at the spring meet
ing with regard to IRRA's continued participation in COPFAS. The deci
sion to pay 1994 dues was tabled until that time. 

Old Business: Report on the IRRA and Diversity . Administrator 
Hutchison reported that she contacted several organizations regarding 
their practice of collecting statistics on the ethnicity and gender of their 
membership. The IRRA previously published information on age and sex 
in the 1979 Membership Directory but discontinued the practice in 1991 .  
Hutchison reported wide variation among the organizations polled. Follow
ing discussion, the Board tabled any decision on collecting these statistics. 

New Business. None reported. A round of applause was given to 
George Strauss for his work as President of the Association in 1993. 

A(ijoumment. The meeting adjourned at 10:50 PM. 
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President George Strauss called the meeting to order at 4:58 P.M .  
Report of the Editorial Committee . Paula Voos, Editor-in-Chief, 

reported that the Editorial Committee had met to review proposals for the 
1996 research volume. The 1993 volume, Employee Representation: Alter
natives and Future Directions , edited by Bruce Kaufman and Morris 
Kleiner, went out on schedule. The 1994 volume, Contemporary Collective 
Bargaining in the Private Sector, edited by Voos, will be an update of the 
1980 Somers volume on collective bargaining in the United States. The 
1995 volume on international and comparative issues in industrial relations, 
edited by Kirsten Wever and Lowell Turner, is proceeding on schedule. 

Voos reported receiving positive comments from members on the new 
Dialogues publication. Newsletter Editor Rachel Hendrickson published 
two issues of Dialogues in 1993. 

Report of the Administrator. Kay Hutchison reported the financial sta
tus of the Association improved in 1993. She projected a surplus of $21-
25,000 compared to a break-even year in 1992 and deficits in several previ
ous years. Income remained at about the same level as the previous year 
but expenses were lowered through shared services with the Industrial 
Relations Research Institute at the University of Wisconsin and improved 
efficiency through greater utilization of computers. 

Hutchison reported a net decline of 14 members in 1993 compared to 
200+ per year over several previous years. A loss of 80 regular members 
was offset by increases in student and retired memberships. In 1993 the 
Association gained 600 new members, 100 as a result of two special promo
tions. Eighty of the 100 were generated through the new Oregon Chapter 
introductory offer, and 20 were generated from the spring meeting promo
tion in Seattle. 

Hutchison reported that the IRRA will again publish the Membership 
Directory in 1994. Members who have paid dues and sent in question
naires will be included in the Directory. Hutchison said the Directory will 
recognize I RRA's 22 organizational members acquired during 1993 
through the efforts of Ernie Savoie, Past-President and Chair of the 
Finance-Membership Committee. Organizational memberships generated 
$48,000 income in 1993. Of that amount, $8,000 was used as operational 
income and $40,000 will be set aside for future use. Hutchison thanked 
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chapters for their response to the one-time call for contributions to the 
national Association. 

Attention was called to future IRRA meetings: 1994 IRRA Spring 
Meeting-Philadelphia, FA-April 20-23; 1995 IRRA Annual Meeting
Washington D .C.-January 6-8; 1995 liRA lOth World Congress/IRRA 
Spring Meeting-Washington D.C.-May 31-June 4. 

Hutchison reported on the Ad Hoc Committee on the Future of 
Worker-Management Relations at the Seattle Spring Meeting. The pur
pose of the committee was to encourage local IRRA chapters to become 
knowledgeable and involved in the work of the Commission on the Future 
of Worker/Management Relations, created by the Clinton administration 
and chaired by John T. Dunlop, former IRRA President. The committee 
wrote a grant proposal but was unable to obtain funding for a speaker's 
bureau. However, the national office did arrange Commission speakers for 
eight local chapters. Chapter representatives will report on their chapter 
deliberations before four members of the Commission at a special session 
scheduled during the 46th Annual Meeting. 

Report of the liRA Meeting. liRA President Tom Kochan reported that 
the lOth World Congress of the liRA, May 31-June 4, 1995 in Washington 
D.C., would blend the interests of the IRRA spring meeting with those of 
the international congress. The meetings will continue the traditional 
structure of five-tract topic areas, plenary sessions, and workshops, but 
Kochan hopes to encourage industry labor-management groups, research 
networks, etc. to conduct their own seminars during the congress. A local 
arrangements committee in Washington is working on publicity, and 
Kochan is seeking funding from the public and private sector. A prelimi
nary announcement brochure should be available by mid-summer. 

Report of the IRRA President. Strauss announced the Nominating 
Committee's selection of Hoyt \Vheeler, University of South Carolina, as 
the Association President in 1996. Walter Gershenfeld will serve as Presi
dent in 1995. 

Strauss presented a "State of the Association" report to the member
ship. Strauss said that while the Association had gone through turbulent 
times of membership decline and financial deficits, it had also made 
progress in the areas of improving finances, opening meeting sessions to a 
greater range of membership interest, making access to meetings more 
competitive, and improving relations with local chapters. 

Strauss highlighted recent efforts to address past criticism of the Associ
ation. The Association has established the position of Administrator for the 
Association; stemmed the loss of memberships; introduced a new category 
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of organizational member; cut back heavily on expenses which in 1993 
reduced I RRA expenditures by approximately $27,000; expanded the 
annual meeting into the afternoon of the third day, allowing greater variety 
of programs; increased the number of refereed, competitive sessions from 
two in 1990 to a planned five in 1995; appealed to a broader range of disci
plines with sessions organized by sociologists, labor historians, and labor 
educators; increased diversity by conducting public-policy sessions and 
special workshops for practitioners; worked to support the 62 local chap
ters by establishing a Chapter Advisory Committee, giving local chapters a 
voice in the national Association; in 1993 began a new publication called 
Dialogues, directed chiefly toward practitioners and chapters; held a series 
of excellent spring meetings and continued study of future meetings; and 
established a strong Publications Committee with its chair serving as Edi
tor-in-Chief, who now selects volume topics and editors on a competitive 
basis. 

President Strauss reported two additional new activities of the Associa
tion: the appointment of a Constitution Review Committee under the lead
ership of Maggie Jacobsen and the planned ali-day workshop of the Execu
tive Board at the spring meeting in Philadelphia. 

The meeting adjourned at 6:05 P.M. 
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AUDITED FINA:-.ICIAL STATEMENTS 
Deccmb<•r 3 1 , 1 993 and 1992 

Wr have audited the balance sheets of the Industrial Relations Research Association, as of DccmnlH'r 3 1 ,  1 993 and 1992, 
and the rdatcd statements of support and revenue and c:o-.;penscs, statements of changes in fund halancl's, statements of 
changes in financial position, and supporting schedules for the years then ended. These financial statements arc the responsi
bility of the Association's nlanagcnJcnt. 011r responsibility is to express an opi11ion on these financial staten1ents based on 011r 
audit. 

We conducted our audit in accordance \\ith gencrallo,· accepted auditing standards. Those standards n�quire that we plan 
and perfom1 the audit to obtain reasonable assurance about whether the financial statements are fre1� of material misstate
ment. An audit includes examining, on a test basis, evidence sup{XJrting the amounts and disclosures in tlw financial state
ments. An audit also includes alisessing the accounting principles used and sibrnificant estimates made by management, as 
well a� evaluating the overall financial statement presentation. We believe that om audit provides a reasonable basis for our 
opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
tlw Industrial Relations Research Association, as of December 31, 1993 and 1992, and the results of its operations and the 
changes in its financial position for tl1c years then ended, in conformity �Aith generally accepted accounting principles. 

Stotlar & Stotlar, S.C. 

February 23, 1994 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wisconsin 

Current a<;sets: 
Pettv cash 
Cash-checking 
Cash-certificates of deposit 
Other investment<; 
Accounts receivable {less allowance for 

doubtful accounts) 
Accrued interest receivable 
Prepaid expenses 
Inventory 

Total current assets 

Property, plant and equipment: 
Equipment 
Accumulated depreciation 

Net property, plant and 
equipment 

Total Assets 

Current UabiUties: 
Accounts payable 
Payroll taxes payable 
Dues collected in advance 
Subscriptions collected in advance 
Deferred grant income 
Payable to liRA 

Total Liabilities 

Endowment fund 
Unrestricted fund balance 

Total fund balances 

Balance Sheet<; 
December 31, 

ASSETS 

UAB/LITIES AND FUND BALANC/' 

Total Liabilities and Fund Balance 

1993 

.s 50 
1 27,941 
21 .085 
G8,937 

5,378 
0 

lfi,316 
22 430 

$262,147 

$ 29,206 
18 835 

s 10,371 

$272 518 

s 21 ,693 
I 

109,134 
13,216 
20,000 
10 000 

$174,044 

.s 40,000 
58 474 

.s 98,474 

(The accompanying notes are an Integral part of the statements.) 

1992 

$ 50 
105,438 
60,473 
66,871 

3,701 
401 

17,798 
23 619 

$278,351 

$ 2 1,934 
IS 653 

$ 6,281 

$ 91,404 
4 

99,850 
10,262 
27,500 
10 000 

.S239,020 

s 15,000 
30 612 

$ 45,612 



I ncome 
lncomt• from operatiom 

McmbPrship chws 
Subscripticms 
Chapter fee.� 
l3ook sales, net of n.f"und� 
Royaltit�.� 
�cwslettn advertising 
\1ai�ng list rt'Htal 
!\f 1�etings 
ASSA refunds 
Craut ineonu� 
CmJtribt•timJs 

Total opl'rating incoml' 
Ex/}('nse.� 

:o1np1'nsalion 
Salaries 
Fringes and l;l\:t•s 
c:ontra('t �t·r.iccs 

ANNUAL REPORTS 

l r\ DUSTHIAL RELH!Or\S HESEAHCH ASSOCIATION 

!\fadison. Wisconsin 

lneon1c Staten1cnts 

For the Y1•ars Ended D1�ccmbr.r 3 1 ,  

1993 

.\ 1 73 , 1 64 
1 6,273 

8,280 
1 0,.372 

G40 
2,250 
4,.) 14  

27,.t45 
5,82.1 
7,.548 

______1QQ 
$2.57.0()�) 

s 7 1 .552 
19,3.)4 

3.213 

Total cmnp�·nsatinn l'.'(pcnsc S �H. I In  
Pt1blication� 

l'roccctling� 
Spring procct'ding.� 
Hrsearclt \'oluuH' 
�('\vslctter 
Din·ctory 

T11tal pul llication t'XJWW.t' 

\1 (�( �ti IlK� 
Ct�neraJ ,•xpt'llSt'S 

Spring 
Mt•alo; 
Travel 
MiscPI!mu'mls 
Profit willliJIITSI'llll'lll 

Total �pring nw!'ling 

An1mal 
\ff'als 
Trol\ �·1  
\1isccllaJu�om 

Total anwwi !IH'ding 

Total )41'1H'rJ.I t'XJWII�t·� 

\atim1.d t''P''Il\t'' 
Spring 

(;t'llt'!al  
I I O' .. pitaht�· 

Tot.d -.prill,\4 IH('dmg 
Annu.d 

Ct>Jll'ral 
l l o<  .. pitality 

Total annual l lu'•·lin� 

Total natitmal l'xpcmt·� 
Total nll't'tillg'> t�XJlf'll�c· 

\-f t'lllilt'T\fliJl Jll"OIIIO!irm� 

< :lwph·r i'XJH'mr•" 

t:d.torial cO!l i i Jdt t r••• 

.\ 3 i ,73G 
4,(i70 

23.671 
I 1 , 104 

______,2,:llil 
S 7G.fi42 

8,032 
2,234 
4,571 
4 2G�J 

l9,\2(i 

3,8G5 
1 2.'5 

____1..ill_1 

S G,Cl04 

s 2.1.730 

S I,.')HI 
___ () 

\ ,:JHI  

.\ 2#JI 

______wQ(] 
.� 4,fi\) l 

{i,272 

:J2,1Xl2 

7,()().') 

.1 2,204 

2.')() 

20 

1992 

s 153,035 
18,707 
7,561 
9,307 
1 , 199 
1 ,884 

10,190 
2G,071 

9,1(�) 
7,491 

10 805 

$255,410 

525 

S 75,HG8 
20,321 

:J 584 

s 99,873 

s 3,,372 
fi,044 

24.970 
9,4 1 2  
8 4fi9 

S Hi.267 

10,714 
8fi0 

8,335 
H95 

s 20,90·1 

.\ .3.4% 
733 

� 
s .').()()3 
fS 2(),.=)()7 

s 1 .793 

--"-' 
2)570 

s 3,130 

___1.lllJ 
s 7,043 

s 9,(i l 3  

s :J(i , l 80 

H, tn5 

2,21.) 

0 

0 
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Office and general �nses 
Computer and !abe costs 
Office suppUcs 
Postar and freight 
Telep one 
Accounting and auditing 
Bank charges 
Insurance 
Depreciation 
Duplication 
Miscellaneous 
Storage 
Donations 
Dues 
Eduipmcnt leasing 
E ucation 

Total office and general expense 

Total expenses 

Income from operations 

Other income 
Other income 
Interest income 
(Loss on securities) 
Business taxes 
Other expenses 

Total other income 

Net income 

134 
2,466 
4,818 

988 
2,952 

12 
786 

3,182 
3,195 

232 
240 

0 
185 

1,807 

__m 
$ 21,294 

$234,202 

$ 22,867 

15 
5,064 

( 59) 
( 25) 

___ o 
$ 4,995 

$ 27 862 

('The accompanying notes are an integml port of the statement.) 

INDUSTRIAL RELATIONS RESEARCH ASSOCIATION 
Madison, Wisconsin 

Statements of Changes in Fund Balance 
For the Years Ended December 31, 

Unrestricted fund balance, beginning balance 
Prior period adjustment 

1993 

5 30,612 
0 

27 862 Net income 

Unrestricted fund balance, ending balance L5ll.ill 
(The accompanying notes are em integral part of the statement.) 

INDUSTRIAL RELATIONS HESEARCH ASSOCIATION 
Madison, Wisconsin 

Financial resources provided by: 

Operations: 
Net income 
Item not affecting cash and short 

tenn investmentli: Depreciation 
Decrease in prepaid expenses 
Increase in dues paid in advance 
Decrease in inventory 
Increase in accounts payable 
Decrt>..a'ic in accounts receivable 
1 ncrea'ie in deferred grant income 
I ncrease in endowment funrl 
Increase in subscriptions collected 

in advance 

Total funrl• provided 

Statements of Changes in Financial Position 
For the Years Ended December 31, 

1993 

$ 27,862 

3,182 
1 .482 
9,284 
1,189 

0 
0 
0 

25,000 

2 954 

$ 70,953 

410 
1,439 
3,568 

820 
2,683 

( 5) 
772 

2,127 
5,089 

527 
300 

1,010 
1,401 
1 ,498 

___ o 
$ 21,639 

$255,369 

4 1  

457 
4,743 

0 

( 25) 

___l___!ill 
$ 5,112 

� 

1992 

$ 23,918 
1 ,531 

� 
L30.lil2 

1992 

5,153 

2,127 
0 

5,693 
0 

40,050 
980 

27,500 
15,000 

___ o 
.$ 96,503 



Uses of funds: 
Decrca..�e i11 accounts payahh· 
I ncrca'ic in accounts receivable 
Increase in prepaid expenses 
Increase in inventory 
Purchase of equipment 
D(�crcasc in subscriptions collected 

in advatlce 
Dccrea.'ie in deferred grant income 

Total uses of funds 

Increase (dccrca-;c) in cash and 
short term investments 

Cash and short term investment,.; 

Beginning of y<'ar 

End of year 

ANNUAL REPORTS 

s 69,714 
1 ,276 

0 
0 

7,272 

0 
7 500 

$ 85,762 

$( 14,809) 

$232,832 

i2Jl!.Q2,J 
(The accompanying notes are Oll integral part of the stateme11t.) 

I NDUSTRIAL RELATIONS 1\ESEARCII ASSOCIATION 
Madison, Wisconsin 

Notc'i to Financial Statcmcnt.'i 

NOTE !-SUMMARY Of SIGNIFICANT ACCOUNTING PROCEDURES 

() 
() 

2,199 
3,289 

285 

527 

3,459 

___ () 
s 9,232 

$ 87,271 

$145,5(il 

� 

Tlw summary of significant accountin� policies of the Industrial Relations Hesearch Association is presented to 
assist in understanding the Association s financial statements. 

Or-gnni=ntion 
Tht� Association is a not�for-P:rofit organi1.ation. Its purpose is to provide publications and services to its members 
in the professional flcld of inOustrial relations. 

The Association is c.wmpt from income tax under Section 50l(c)3 of the lntemal Revenue Code. Ho ... vcver, net 
income from the sale of membership rnailing lists ;�.nd nrw:;lettt'r advertising is unrelated bmincsli income, and i.� 
taxable as such. 

Investments 
Investments include balances held in the Kemper Government Securities Fund and the Kemper Money Market 
account. Shares in the Government Securities FmKl wen� traded at S9.16 per share at year end. Funds are stated 
at lower of cost or market. 

IHvl:utof1j 
Tl1e Association·s inventory of research volumes, proceedings a1ul prior newsletters is carried at the lower of cost 
or market value. 

Pmpertlj. Plmtt mul fAJUi]JineJlt 
Property, plant and t.-quipmcnt are carried at cost. Depreciation is provided using the straight line method over an 
estimatedUve to seven yt>.a.r useful life. 

Members/tip IJurs-Advallce Subscriptimu Collected 
Membership dues and subscriptions are assessed on a calendar ypar basis and arc recognized on an accrual basis. 
Funds n�ccivecl for the upcoming 1994 and l9lJ3 calendar years are rcflcdC'd as deferred income on the balance 
shed. 
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