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"I still read in the press about 'Labor' and 'Business' on Capitol
Hill, fighting over policy, and I think, 'Labor? What are they
talking about?' I look at other labor lawyers around town, none
of us with much business, all of it shrinking faster and faster.
One day I will wake up and the unions will be gone, completely
gone, and the other lawyers will be calling on the phone and
saying, 'It's over now, really over. I'm going into workmen's
comp .2"

Thomas Geoghegab

What happened to the American labor movement? Is its future as bleak as

Geoghegan - a friend of the movement - suggests? Or is there a resurgence

waiting in the wings? Indeed, the future does look bleak, given continued

business as usual and the projection of recent trends. One reaction of those

who share this view is to suggest various legislative solutions. And,

obviously, there are some legislative arrangements which would ease the

current trend or even reverse it. But obtaining new legislation is difficult.

Moreover, legislation that would be highly favorable to unions is likely to be

politically infeasible. And the effect of legislation that is politically

feasible is uncertain.

Thus, in what follows, I suggest some behavioral changes - largely on

the part of organized labor - that could help sustain the labor movement.

These changes fall into three categories: 1) wage determination, 2) related

dispute-settling mechanisms, and 3) a reconceptualizing of what it means to

represent employee interests. In the first two categories I suggest financial

participation - rather than traditional wage bargaining - and the use of

arbitration rather than the strike threat. In the third, I suggest a view of

representation that goes beyond acting as a collective bargaining agent.

I. Disappearance of the Labor Movement?

It is obvious that even with current trends, unions will not totally

disappear from the American scene. The union movement in the U.S. split into

two sectors during the 1980s. In the public sector, unions roughly held their

own; they did not experience the loss of employee bargaining representation

which characterized the private sector. So one response to Geoghegan's quote

is that unions will remain in government, a sector in which they currently
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represent over 40% of wage and salary earners.

But a vision of American unions-only-in-government can hardly offer much

solace for the labor movement. True, the representation of 7.8 million

government employees in 1991 (of which 6.6 million were actually union

members) was nothing to sneer at. In absolute terms, American union

membership in government alone exceeded total union membership in Canada, in

Australia, in Belgium, in Sweden, or in Norway, all countries with much higher

rates of unionization than the U.SE However, this statistical fact simply

reflects a large American population and labor force. Most American workers

are in the private sector; only about one sixth of all U.S. wage and salary

workers were government employees in 1991. And in the private sector, unions

represented only 13% of wage earners as bargaining representatives by 1991.

Moreover, much of government union membership is concentrated in a few

unions such as the independent National Education Association and in big AFL-

CIO affiliates such as the Teachers, AFSCME, the Letter Carriers, the Postal

Workers, the Firefighters, and the Government Employees. While other

predominantly-private unions have some government membership, it is

unrealistic to imagine that organizations such as the Auto Workers,

Steelworkers, Machinists, or Carpenters, will be able to find salvation as

bargaining representatives in the public sector. Given the already-high

unionization rate in government, such unions would end up competing with

existing public-sector labor organizations. In addition, the political

characterization of unions as a "special interest" group would ring evermore

true if unions came to be perceived mainly as bargaining agents for public-

sector workers.

Of course, a total disappearance of unions from private employment is

not likely, either. But what remains, given current trends, would be islands

of union members in certain sectors of the private economy such as railroads,

utilities, and scattered other industries. Membership would be sufficiently

sparse, however, that union influence would be quite limited and, again, the

special interest label would stick because of the small proportion of the

workforce represented.
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II. Politics and Grass-Roots Activism as a Solution?

One view of organized labor's misfortune in the U.S. has been to

attribute it to political, social, and cultural differences as compared with

countries such as Canada? These differences then produce alternative legal

structures which make it difficult for unions to retain and add members4 In

the U.S., such arguments run, management is inherently a stronger influence,

or workers are more individualistic and therefore unionization is lower.

These interpretations have valid elements. Certainly, if one were to

try and explain differences in unionization within the United States, it would

be necessary to point to political and social factors in interpreting

relatively high unionization in states such as New York and relatively low

unionization rates in the south. But such stories do not have a time

dimension. Given the American political and cultural climate, why were

unionization rates in the private sector relatively high in the 1950s (above

35X for the private sector) but so low by the 1990s?

Focusing on the political and cultural climate as a source of union

decline can lead to a rather passive conclusion, especially if one conceives

of unions mainly as traditional collective bargaining agents. Unions must

simply await a political upheaval - which may never come, or which may entail

unpleasant side consequences. (Does anyone really want another Great

Depression?) Alternatively, some may see a need for political activism and

radicalism. It is assumed that the political and cultural climate can be

manipulated, if only the right kind of worker appeal can be found. Usually,

those who draw the latter conclusion find great fault with the existing union

leadership for being conservative, risk averse, and out of touch. They tend

to appeal for a localized, grass-roots type of unionism combined with

political action.

I am not a political scientist. But my instinct tells me that the

political climate is not so easily changed. Formation of a third 'labor"

party - often a favorite goal of those who support the activist approach - has
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not been a route to political success in the past in the U.!., certainly not

on the national scene. Moreover, in the 1980s, some of the more innovative

ideas in the American union movement in fact originated at the top-5

At the local level, dwindling resources and the pressures of day-to-day

contract administration have tended to limit receptivity to new ideas. While

one can point to interesting grass-roots innovations' it is also possible to

point to locally-originated disasters - such as the dispute between Local P-9

of the Food and Commercial Workers and the Hormel Company in Austin,

Minnesota. (See below). There, local union officials defied a more prescient

national union leadership and ultimately saw their members replaced and a

strike lost.

And on the larger issue, the notion of going it alone on a

decentralized, local-union or even shop-floor basis seems a certain formula

for defeat. Local unions, let alone shop stewards, cannot have sufficient

research staffs to analyze market forces and determine what needs to be done.

They can let off emotional pressure but they cannot carry out strategic

planning.

In the international setting, countries faced with crises have often

formed governments of national unity out of otherwise conflicting political

parties to face a common foe (as Britain did during World War II). When

survival is at stake, differences can be submerged. Similarly, the old saw

about "hanging together or hanging separately" seems especially applicable to

the American labor movement of the 1990s7 The suggestions I make in what

follows would need to be initiated by centralized leadership; they will not

just implement themselves from below.

III. Wage-Setting Processes as a Key Element in the Decline.

Even countries with quite different political and cultural institutions

seem to have experienced trends paralleling America's. Declining unionization

in the market sector of the economy is not unique to the U.S.; other countries

have shown similar tendencies although often starting from higher absolute

rates of unionization or showing less dramatic declines8 In what follows
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below, I argue that unionization, the economic climate, and.wage-determination
are bound together. By wage determination, I mean both the magnitude of the

union wage and also the form in which it is set. The U.S. was not the only

country to experience a wage explosion in the 1970sY Thuss it is not alone

in exhibiting an erosion of unionization in the traditional sense of

collective bargaining representation.

The interconnection between unionization, wage setting, and the economic

climate certainly plays itself out differently under political, legal, and

cultural conditions different from the American context. But I suspect that

the issue is more one of speed and timing rather than eventual direction.

Unions in other countries will eventually face the American labor movement's

dilemma, even if they do not perceive the symptoms yet.

In any case, for American unions - assuming they wish to continue to

represent more than a limited sector of the economy - there needs to be a

change in the format in which compensation is determined and a move away from

traditional short-term wage bargaining as the central concern. A longer-term

approach, which will of necessity require a change in dispute-resolution

procedures, and more emphasis on employee financial participation systems, are

important elements in any future resuscitation of the labor movement. So,

too, are alternative concepts of representation, including representation

outside of collective bargaining.

IV. Beyond De-Industrialization.

One interpretation of the decline in unionization in the 1980s is that

it was due to a shrinkage in the relative size of manufacturing - so-called

deindustrialization. As Figure 1 shows, manufacturing did shrink - and is

projected by the U.S. Bureau of Labor Statistics to continue shrinking in the

future. So if deindustrialization were "the" cause of union decline, there

would be little hope for the labor movement.

It can be argued that American manufacturing was especially hurt in the

1980s by the sharp rise in the value of the U.S. dollar during the first half

of the decade. There have also been arguments that the damage done was partly
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irreversible; even the decline in the exchange rate during the remainder of

the decade could not undo the harm!O However, the long-term "problem" for

manufacturing employment has been that it exhibits higher productivity growth

than other sectors.11 Since, over time, fewer workers are needed for a given

output level, employment in manufacturing tends to shrink relative to other

sectors. It is that trend, rather than exchange-rate gyrations, that accounts

for the future projection on Figure 1 of shrinking relative employment in

manufacturing. That is, no assumption of a repeat of a 19BOs-style

appreciation of the U.S. dollar is built into the forecast; the shrinkage will

continue even without such a development.

More importantly, the changing industrial structure of the U.S. economy

did not account for the bulk of union representation loss that occurred in the

1980s. If industrial composition were the only factor affecting unionization,

private-sector union representation would have orown by 1.3 million workers

during 1980-91. As Figure 2 shows, only a little more than a fifth of the

drop in the unionization rate over that period could be attributed to

industrial mix; the rest was due to declining unionization within the various

sectors, including manufacturingP.

V. Management Resistance and Union Response.

Various forms of management resistance to unionization are possible. At

one extreme, management can fire union activists and threaten others with job

loss. Such tactics are illegal but the penalties are delayed and, in most

cases, involve only reinstatement with back pay. There has been debate over

the degree to which these tactics intensified in the 1980s and the effect this

may have had on union representation elections!3 But the fact that both the

union establishment and union dissidents found themselves seeking alternatives

to traditional organizing through National Labor Relations Board (NLRB)

elections suggests that the legal climate did become more difficult.

At the other end of the spectrum of management tactics, employers can

seek to create a workplace environment sufficiently appealing to workers so

that they see no attractiveness in unionization. This approach is not new;
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Figure 2

Decline of Unionization Rate
x Explained by Industry Mix: 1980-91

Exploined (21.5x)

Unexplained (78.5%)

Note: Data refer to private wage and salary employment.
See text for method of calculation.

Source of underlying data: U.S. Bureau of Labor Statistics.



there have long been employers which have created internal human resource

practices - such as grievance-and-arbitration machinery - which mimicked what

unions can provide.14 In addition, management-initiated participative

arrangements, such as quality circles, can provide substitutes for

representation by unions.15 The old company unions and employee

representation plans which existed before the mid 1930s demonstrate that

management creation of such mechanisms is also not a new idea. But with the

decline of unions in the U.S. have come suggestions that such participative

elements should be mandated, somewhat along the lines of European works

councils.16

Between the hard-line approach of firing unionists and the soft-line

approach of creating a more attractive workplace comes the intermediate

position. Previously-unionized firms can simply shrink their employment in

older, union-represented plants and expand in areas where union representation

is less likely to occur. Such strategies have been reported both in the

academic literature and in the popular press!7 Yet it should be noted that

declining unionization was not especially pronounced in states with high

unionization rates as compared with other states!8 So just as in the case of

industrial mix, geographic shifts in employment are not the whole story.

Indeed, in some cases, ownership changes presaged dramatic shifts in union

status regardless of geographic location. As will be discussed below, the

takeovers of Continental Airlines and Eastern Airlines by Texas Air

effectively converted them to nonunion status after a labor dispute was

triggered.

What was the union response to the shifts in management aggressiveness

and the legal climate in the 1980s? NLRB data, as represented on Figure 3,

suggest that union organizing activity fell off substantially during the

decade. Although the union "win" rate remained in a band between 43% and 50%

(with some upward trend as the economy recovered and expanded after 1983), the

number of elections held fell to roughly half its pre-1980s level. Since most

representation elections are triggered by union petitions, it must be assumed
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Figure 3 i

NLRB Representation Elections
Number Held & % Won by Unions

7I I I I I I I I I I

1979 1980 1981 1952 1983 1984 1955 1986 1987 1985 1989 1990

Fiscal Years
No. Held + %Won

Source: National Labor Relations Board.

80

c0
c

D

0

c*0

00

o

70

60

50

40

30

20

10



that fewer such petitions were received.

In some cases, the decline in the number of elections held may have

reflected union tactics aimed at bypassing the NLRB and its procedures. In

others, it may have reflected reduced union resources available for organizing

campaigns (reflecting membership and dues losses). But the impact of the

membership decline on financial assets was at least partially offset with dues

increases .19

Thus, apart from other explanations, the reduction in NLRB elections

probably reflected a sense by union organizers that the likely outcome of

campaigns was becoming less favorable to the union side. That is, the seeming

stability of the union win rate on Figure 3 may be an illusion created by

sample bias. Union organizers may have sensed that workers were becoming less

likely to vote union, and hence filed fewer petitions. They may have filed

only when worker attitudes made the outcome seem close to an even bet, a

condition that was perceived by unions to be less likely to exist in the 1980s

than before. Of course, this explanation does not by itself suggest w

worker attitudes may have shifted.

VI. Great Disputes and Worker Attitudes.

For worker attitudes to shift, there must have been a sense by employees

that the prospective gains from unionization diminished in the 1980s. What

could have caused such a shift? There were certainly adverse developments in

the union sector (apart from the drop in the unionization rate itself) which

could have made nonunion workers skeptical about what a union could do for

themp0 During the 1980s, a number of labor-management disputes of

sufficient intensity and human interest to receive significant media attention

occurred. These disputes need not have been economically important (in the

sense of notably affecting national output) to have attracted attention. It

is the media coverage itself that mattered. The key point is that most such

"great disputes" turned out poorly for the union side.

Probably the most widely-mentioned dispute of the 1980s was the strike

of federal air traffic controllers in 1981. In that dispute, the strikers
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Figure 4
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were quickly replaced by presidential directive and were permanently barred

from future employment as controllers. Some observers have seen this strike

tactic as a "signal" from the federal government to employers that unions were

vulnerable and that federal policy had shifted against them. By itself,

however, the controllers' dispute was unique in that it involved violation of

a strike ban by government employees. In isolation, the controllers' strike

might have had little effect on union developments elsewhere. However, the

controllers' dispute was one of several - most of which occurred in the

private sector - which produced adverse results for unions. And it was in the

private sector that unionization rates declined in the 1980s and that

concession bargaining became particularly pronounced.

Consider the following other Great Disputes:

*Adolph Coors Co. vs. the Teamsters and Brewery Workers. (Brewing)
A contract impasse in 1977 led to a strike and a boycott of Coors
beer. Meanwhile, the company operated on a nonunion basis. Under
boycott pressure, the company eventually agreed to a
representation election in 1988. But the Teamsters lost the
election and Coors remains nonunion.

*Brown & Sharpe vs. the Machinists. (Machine tools) A strike over
a company proposal to change seniority rules in 1981 led to a
prolonged strike during which the company continued to operate.
In 1985, the union officially ended the strike and said it would
pursue legal options. Effectively, the strike was lost.

*Louisiana-Pacific vs. the Woodworkers and CarDenters. (Lumber) A
strike ensued over company demands for concessions and deviations
from industry patterns in 1983. Despite a boycott, the company
operated with replacements and the unions were decertified in
1985.

*Phelps-Dodoe vs. the Steelworkers and other unions. (Copper
mining) A bitter strike in 1983 followed company demands for pay
concessions. Strikers were replaced and the strike was ended by
decertification elections.

*Continental Airlines vs. the Pilots and other unions. (Airlines)
After a takeover of Continental by Texas Air, the airline demanded
wage concessions. In 1983, the airline declared bankruptcy to
void existing union contracts. During the resulting strike,
strikers were replaced and the airline continued to operate on a
de facto nonunion basis despite a second bankruptcy filing in
1990.

*Hormel Co. vs. Food and Commercial Workers. (Meatpacking) Cuts
in wages throughout the industry occurred in the early 1980s.
Local P-9 of the union in Austin, Minnesota regarded the national
union's strategy for re-establishing an industry wage pattern in
1985 as too concessionary. A strike ensued and despite a
"corporate campaign," the strike was lost. The local was put in
trusteeship by the national and an agreement was eventually
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reached with management. Attempts by P-9 officials to achieve
recognition as an independent union failed.

*Eastern Air Lines vs. Machinists and other unions. (Airlines)
After a takeover by Texas Air in 1986, labor-management friction -
which had existed before the takeover - intensified. A strike
was called in 1989 by the Machinists which other unions honored.
However, the carrier succeeded for a time in operating with
reduced schedules and replacements. It filed for bankruptcy but
continued flying until early 1991 when it went out of business.

*Nordstrom vs. Food and Commercial Workers. (Department stores)
In the Seattle area in 1989, a management demand to remove the
union security clause led to an impasse. Rather than strike, the
union used alternative tactics, notably filing complaints for
overtime pay with a state agency. Although the company had to pay
back wages and fines, the union lost a decertification election in
1991.

*Greyhound vs. Transit Union. (Intercity bus lines) Following a
change in ownership and deregulation, a period of wage concessions
and threatened replacements occurred beginning in 1983. During a
strike begun in 1990, the company operated on a reduced schedule
with replacement workers and eventually went into bankruptcy.
Although the union won some legal points, the company continued to
operate under bankruptcy court jurisdiction as of early 1992. And
strikers were told by the union that they could return to work on
management's terms.

Of course, it might be objected that the above listing is biased and

that it omits disputes that went well for unions. And, indeed, there were

some notable union victories. One might cite, for example, a 1989 dispute

between Pittston Coal and the Mine Workers. In that dispute, the company had

withdrawn from an industry bargaining association and sought a separate deal.

It also created a nonunion subsidiary. A strike in 1989 led to violence,

occupation of company property, and eventual intervention by the Secretary of

Labor. The union won a number of key points in the resulting settlement. But

the outcome, especially as depicted in the media, reinforced the sense that

with unions comes "trouble." Even if Pittston were viewed as a clear-cut

union victory by knowledgeable industrial relations experts - and it is not

clear that such observers would so characterize the outcome - the perception

of nonunion workers may well have been different.

Or one could cite the prolonged strike by the Paperworkers and the

Firemen and Oilers against International Paper Co. in Jay, Maine and other

locations. That dispute, which began in 1987, led to operation with

replacement workers. Ultimately, the unions were successful in obtaining an
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NLRB decision in 1991 awarding back pay to strikers. But as in the Pittston

case, the media coverage of this extended dispute suggested that unions bring

trouble and job loss.

Finally, there was the closely-watched dispute between the New York

Daily News and its various unions in 1990. In that dispute, coordinated union

tactics did foil a company plan to operate with replacements. In early 1991,

British publisher Robert Maxwell seemed to come to the rescue by buying the

paper and reaching a concessionary pact with its unions. But Maxwell's

mysterious death subsequently, and the collapse of his financial empire, left

the future of the newspaper in doubt as of early 1992.

This brief recitation of major bargaining developments in the 1980s

should be sufficient to demonstrate the potential impact on worker attitudes

such disputes can cause. Nonunion employees had only to watch television or

read the newspapers to find tales of labor disputes that had gone badly for

unions. Surely, such stories would be likely to color attitudes about what

unions could do for them at their own workplaces.

VII. Wage Concessions and Worker Attitudes.

Although strikes brought public attention to the Great Disputes listed

earlier, bargaining settlements reached without strikes were often also

dramatic enough to attract substantial media coverage. As Figure 4 shows, the

1980s was generally a time of reduced strike activity. But reduced strike

frequency did not mean that bargaining outcomes were pleasing from the union

perspective. Rather the lower propensity to strike reflected an assessment by

unions that strike outcomes might put employees in a worse situation as

compared with accepting concessions peacefully.

i. Basic Wage Concessions.

There are conceptual problems in defining union wage concessions.

Figure 5 provides three plausible definitions. The broad definition defines

any settlement involving a first-year basic wage cut or freeze as a

concession. The intermediate definition subtracts from the broad definition
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Figure 5
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those contracts with active cost-of-living adjustment clauses (COLAs or

escalators) and those containing lump-sum bonuses. These exclusions are made

on the grounds that many such contracts provided some type of wage gain in the

first year. Finally, a narrow definition includes only first-year wage cuts

as concessions.

While outright nominal wage cuts were comparatively rare, even in the

1980s, the less severe forms of concessions became relatively commonplace in

the early and mid years of that decade. The reversal of the long-established

idea of a basic wage increase - an annual improvement factor - in a union

contract attracted substantial media attention. Moreover, in some cases,

unions agreed to early contract renegotiations in concession situations. That

is, they agreed to scrap existing contracts before the official expiration

date and to accept less favorable terms. Contract negotiations in 1982 in

autos and trucking - traditionally high-visibility situations - fell into this

category.

ii. Other Contractual Developments.

Employers pushed for reduced use of COLA protection in union contracts

in the 1980s. At first, the impact of this pressure was mainly to constrain

the formulas used in COLA clauses. It became common practice to place caps,

corridors, or other restrictions on the formulas32 Later, as Figure 6 shows,

the proportion of union workers covered by COLA clauses began to fallP3 So

even if nominal wages were not cut, the principle of real wage protection

eroded.

Some contracts, at the initiative of management, began to include two-

tier wage plans and lump-sum bonuses. Two-tier plans essentially preserve

wage levels of incumbent workers but cut pay of new hires. They were

especially common in the supermarket industry (with its relatively high rate

of employee turnover) and in the airline industry (as carriers expanded hiring

under deregulation). Many versions of the two-tier idea were developed.4
Sometimes there were more than two tiers; sometimes the tiering was disguised

by creation of new entry level job titles. Although good data are limited,
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Figure 6
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one study found 28% of contracts had two-tier wage features by 198925
The internal union politics of such arrangements were complex since

those in the lower tier eventually grew as a proportion of the union's

constituency. It was sometimes argued in the academic literature that lower-

tier workers were content with their lot - or even that they appreciated

having job opportunities at the lower tier (as opposed to no job at all). But

the media accounts were generally negative. Two tier meant protection of

insider interests against outsiders (new hires)26 Regardless of how the

relatively few workers in lower-tier situations may have felt, such an image

of unions was not appealing to the vast majority of nonunion workers who were

themselves not involved with two-tier plans.

Lump-sum payments, in contrast, might have been depicted positively by

unions. The payments were - after all - bonuses, a word which traditionally

means receiving something extra. But unions saw lump sums as substitutes for

wage increases. If a three-year contract featured an annual 3% wage increase,

at its termination the base wage would be 9% higher. If it featured annual 3%

lump-sum bonuses, at the end of the contract the base wage would be unchanged.

We will return later to the potential positive side of lump sums. But since

unions saw the bonuses as negatives, they would sometimes conduct "dump the

lump" campaigns to try and push them out of contracts. Failures in this

regard, even when the resulting compromise lump sum was quite large (as at

Boeing in 1989), continued the image of union weakness.

IX. The Shift in Management Strategy.

It is evident that a shift in management strategy has developed with

regard to union organizing and bargaining representation, and with regard to

existing contract negotiations. Dating the start of the shift would be

difficult. Some see it as having roots in the 1960s and 197007 Others

would point to still earlier roots26 It appears, however, that whatever the

initial date, the 1980s saw an intensity of the swing in management strategy.

One interpretation of this swing is simply that the external climate

changed and created an opportunity for a shift to a more aggressive management
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strategy. It appeared that public support for unions had eroded by the early

1980s. For example, public opinion polls indicated considerable support for

the President in firing the striking air traffic controllers in 1981.9 it

may not have been particularly noteworthy that business travelers would cross

picket lines during strikes at airlines such as Continental. But the degree

to which Greyhound could retain its clientele of (often blue-collar) bus

passengers during labor disputes was surprising - undoubtedly a piece of

significant information for the management side in many other industries.

However, there was more to the change in management's approach than just

a shift in the climate of public opinion and politics. Readily-available data

suggest that the cost of union labor as perceived by management was rising

prior to the concession era of the 1980s. And apart from the cost of labor at

any particular moment in time, there was mounting external pressure for cost

flexibility that did not exist at the time the contemporary collective

bargaining system "matured" in the 1950s.

i. Cycles in Labor Costs.

Figure 7 provides an estimate of the ratio of major union pay to average

pay in the general economy from the late 1950s until 19903° It appears that

during the early 1960s, union wages failed to keep pace with general pay after

a previous advanceY1 Following a prolonged steel strike in 1959, contract

settlements often took on concessionary elements such as wage freezes in

exchange for job security. This tendency was reinforced by the Kennedy

administration's anti-inflation wage guidepost program.2
By the mid 1960s, demand pressures associated with the Vietnam war and

expanding social programs pushed labor markets into generalized shortage

situations.33 Nonunion wages reacted more quickly than union, further eroding

the union wage differential. As inflation picked up, strikes erupted over the

issue of COLA protection and general wage increases. In addition, the general

social rebellion among young people on college campuses and in black ghettos

had a counterpart at the workplace in the form of rising militancy and

contract settlement rejections.
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Figure 7
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The 1970s saw a catch-up and an overtaking of the earlier union wage

differential of the late 1950s. As the union wage advantage (from the worker

perspective) continued to widen, the incentive for employers to avoid

unionization where possible increased. The erosion of the unionization rate,

which became quite apparent by the 1970s, can be viewed as a reaction by

employers (nonunion and union) to rising union wage costs. In addition,

pressure built among already-unionized employers to undo the rising union wage

differential. Thus, the wage concession movement of the 1980s can be viewed

as an unraveling of previous union wage gains.

From a longer-term perspective, this interpretation suggests that the

kind of undershooting/overshooting cycle depicted on Figure 7 was not

advantageous to organized labor. A more stable differential, one without the

wide swings shown, might have averted management moves to avoid unionization

and the painful undoing of the union differential embodied in the concession

movement. Some observers have suggested that what happened in the 1970s can

be seen as a deliberate "end game" strategy by unions which consciously put

short-term gains over long-term consequences34 I do not accept that

interpretation. The problem was that the kind of collective bargaining

process which had developed by the 1950s was not especially good at focusing

attention on the long term.

In short, the outcome of concessions and declining unionization was not

deliberate. But it was inevitable. To avoid a repetition - and unions cannot

afford another decade of misfortune - will require a change in the bargaining

process itself and a de-emphasis on that process as the raison d'Etre of

unions.

ii. Pressures for Flexibility.

By many measures, the U.S. economy became less secure and less stable in

the 1970s and 1980s. The two widely-watched macro measures - inflation and

unemployment - tell the story. Figures 8 and 9 show that the annual standard

deviation of the unemployment rate and the inflation rate rose decade by

decade from the 1960s through the 1980s. With a less stable macro environment
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Figure 8
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Figure 9
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came a less stable environment for real (inflation-adjusted) profits. As

Figure 10 shows, the standard deviation of annual changes in real corporate

profits reflected the general climate of macroeconomic instability. Ability

to pay became more variable and more uncertain. But standard wage setting

procedures had no easy way of accommodating this change.

There were also micro level changes affecting the collective bargaining

environment. Deregulation in transportation and communications added new

elements of competition to those sectors. The international arena became less

stable after the post-World War II system of fixed exchange rates fell apart

in the early 1970s. Thereafter, large swings in the value of the U.S. dollar

could change the competitive position of export-oriented and import-competing

firms, completely apart from the quality of management they exercised. The

spread of technology and investment to other countries - including the

rapidly-industrializing nations in Asia - added to competition within the

domestic marketplace.

Changes also occurred in the very concept of corporate structure and

control, especially in the 1980s. The traditional employment relationship is

built on the notion of a worker link to an ongoing employer. Union bargaining

relationships with management are also founded on the premise of managerial

stability and consistency. But growth in corporate debt loads in the 1980s

required faster (and less consistent) response from management to adverse

economic developments. And apart from debt, other financial trends changed

the stability of the management side.

In the financial view, firms are less organizations than they are

collections of assets. As such, they can be bought, sold, taken over,

disassembled, or spun off, in just the same way as a portfolio can be

rearranged. The financial view, which was in the ascendancy in the 1960s,

stands in sharp contrast to the older organizational view which emphasized the

quality of ongoing relationships. Financial fluidity is difficult to

accommodate for unions which, by the 1950s, had developed bargaining

approaches premised on stability of corporate structure, of stable
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Figure 10
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relationships with management, and of well-recognized sectoral wage patterns.

Still another disturber of order and stability - changes in technology

and markets - must be noted. Production processes and corporate marketing

strategy have moved toward "flexible specialization.25 Flexible

specialization emphasizes customized production and niche markets rather than

mass-market, mass-output approaches. The 1980s was generally a period in

which older, larger firms saw their employment shrink even as employment in

the rest of the economy advanced. As Figure 11 shows, the jobs at the Fortune

500 firms declined by 3.8 million from 1979 to 1990 (business cycle peak to

business cycle peak. But nonfarm private employment at other firms rose in

that same period by 21.6 million.3a The need developed for smaller, more

flexible production units.

A bargaining model based on a large, stable enterprise in a secure

macroeconomic system is not well suited for the new environment. In a more

uncertain world, constraints on management are perceived by employers as

costly. On the other hand, risk sharing is valuable, since it gives the firm

some economic insulation. A fixed wage system - with cost adjustments

possible only through layoffs - does not address the changes in the economic

climate which have occurred. To survive on a significant scale in the private

sector, unions must move away from that system and toward a different role as

defender of the employee interest.

X. Adapting Unions and Collective Bargaining in the 1990s.

I have focused attention on three interrelated issues: wage

determination, the bargaining process, and traditional union representation

for bargaining purposes. What changes need to be made in these areas if

unions are to remain a significant force? Below I suggest a change in the way

wages should be bargained in the future for those workers who continue to have

collective bargaining. Part of the bargaining problem has been that unions

have been expected to perform economic functions beyond their scope. A more

realistic, micro-level approach is therefore indicated for both wage

bargaining and dispute settlement. I also urge that a broader view of
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Figure 11

Change 'in Prilvate Payroll Emnploym-ent
1979-90: Fortune 500 vs. All Other

22-
20-

18

16-

14-

0.
10

Li

to
8

C 6-

4 -

2-

-2

Fortune 500 All Other

Source: Fortune; U.S. Bureau of Labor Statistics.



representation be taken than simply majority status to conduct collective

bargaining.

i. A Proper Conception of Wage Bargaining.

There is a longstanding view that the role of unions is to balance

supply and demand by raising worker incomes sufficiently so that employees can

consume the goods they produce.7 Unfortunately, this perception of unions'

macroeconomic role - which has origins in the 1920s and 1930s - is vastly

inflated38 Suppose we assume that unions could raise the real wages of 20%

of the workforce by 25% without any adverse effect on the real waaes of the

other 80%. Most economists would find this assumption at the outer edge of

any reasonable estimate. But even granting it, the share of income going to

labor would be increased by unions by only 5% (.20 x .25 = .05). And since

this estimate is surely upward biased, the overall income-redistribution and

consumption effect must be even smaller.

In short, it is unrealistic - and indeed unfair - to expect unions to

fix the macroeconomy by redistributing income on a massive scale. Maintaining

aggregate demand must be the responsibility of fiscal and monetary

authorities. Unions cannot substitute for the Federal Reserve Board.

Collective bargaining, even though it may have some macroeconomic effects,

should be understood by the bargaining parties as a micro-level endeavor.

Apart from income distribution issues, unions also cannot be expected to

remedy long-term trends in average (union plus nonunion) real wages when these

become adverse. As Americans are coming to realize, there is no economic law

that says that real wages must rise significantly year after year. In some

periods they do; in others they do not. Indeedg contrary to widely-held

belief, there is no law that says that real wages must rise as fast as

productivity. Changes in technology, changes in workforce quality, and

pressures of international competition can conspire to cause real wages to

stagnate or even decline.

Unions cannot simply bargain away such macro trends, especially when

they represent a small fraction of the workforce. Again, the focus of
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bargaining must be at the micro level. Unions cannot remedy America's long-

term macroeconomic ills through traditional wage bargaining. Attempts to do

so produce the already-discussed overshooting/undershooting wage cycle which

harms the labor movement.

ii. Financial Participation.

What does micro-level bargaining entail? It means tailoring wages to

the economic conditions of employers, which may change quickly. But long-term

contracts with fixed wage increases, formulas linking additional wage

adjustments to the Consumer Price Index, patterns which tie wages across firms

tightly together, and similar staples of 1950s-style bargaining, are not well

adapted to such micro-level bargaining and unstable markets. Profit sharing

and gain sharing are better instruments. Such financial participation

arrangements did make some headway in the union sector in the 1980s. They

need to be further expanded in the 1990s4p In fact, they need to be

substituted for traditional fixed-wage bargaining.

Paradoxically, although flexible pay arrangements historically were

associated with the nonunion sector, they may be better suited to union

employment. Unions can monitor and audit such concepts as profits and

revenues. Nonunion employees have no monitors available. Unions can also

explicitly trade more job security and stability for less fixity of pay,

something that nonunion employees cannot do41 There were arguments in the

1980s that profit sharing and similar plans would automatically induce more

job stability and other desirable macroeconomic effects!2 Such arguments

depend on various assumptions about wage setting, however, which remain

controversial.43 But with unions doing the bargaining, there is no need to

rely on automatic results; the results can be negotiated.

Lump-sum payments - so often detested by union officials - could be part

of this move toward financial participation. It has been argued that such

payments in Japan function as a de facto profit-sharing plan4 One can

envision a parallel development in the U.S.

Long-term contracts might continue to be negotiated with a minimum base

19



wage specified. However, there might be annual negotiations about lump-sum

payments which would reflect employer ability to pay at the time. It is

important to stress that there is no reason why the long-term wage trend (pay

and bonuses) under a profit sharing or wage-plus-bonus system need be

different from what it might be under a conventional wage bargaining system.

But the kind of undershooting/overshooting cycle discussed earlier could be

avoided. Settlements should reflect firm-level economic conditions. Unions

should be pushing for financial participation options, either formal plans

(such as profit sharing) or informal plans (such as lump sums linked to

ability to pay).

iii. Alternative Dispute Resolution Approaches.

Even under a financial sharing system, the amount of the share demanded

can affect the long-term health - and the likely management response - of the

enterprise. Thus, the need to focus on long-term outcomes remains. -Lack of a

long-term focus in 1950s-style bargaining stemmed from the importance of the

strike weapon. Although it is often stressed that most negotiations do not

result in strikes, a significant proportion of major contract expirations

resulted in strikes in the 1970s. The oossibility of a strike - with its

potential resulting loss of profits for management and wage income for

employees - had to weigh heavily on both sides.

Short-term strategic considerations, rather than long-term economic

consequences, were the natural centerpiece of negotiations. When a strike is

a strong possibility, negotiating positions take on symbolic importance which

transcends their actual connection to worker or company welfare. Backing off

a strongly-held position in today's negotiation could signal weakness to the

other side next time. Long-term consequences of bargaining outcomes are

obscured by the bargaining process.

Arbitration of interest disputes has long been available to negotiating

parties as a dispute-settling alternative to strikes. But in the private

sector, this alternative has not been widely used. Various fears of the use

of arbitration have been articulated. There have been fears that arbitrators
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would simply "split the difference" between the sides and not exercise

independent judgment. And there have been fears that arbitrators would use

their own judgment but that they would be insufficiently expert in doing so.

It is important to recognized that the arbitration process is not fixed

in concrete. If the parties want to have explicit consideration given to

short-term ability to pay and long-term economic effects, they can build such

approaches into the arbitration system. Arbitrators could be provided with

resources to obtain expert advice from outside consultants, for example,

before rendering decisions. Arbitrators could be given guidelines for judging

alternative settlement proposals. Unions ought to be suggesting such dispute-

settling options to management well before contracts expire. Last-minute

interventions are not well suited for careful deliberations.

iv. Representing the Employee Interest.

As is increasingly recognized, the traditional employment relationship

is complex. There are many implicit understandings involved - about standards

of performance, conduct, discipline, reward, and the like. Because these are

difficult to define, there are sometimes misunderstandings and conflict. In

addition, there are cases when understandings are deliberately violated. The

widespread liquidation of pension plans with "excess" assets in the 1980s was

one of the more egregious examples of such a violation (albeit legal).

Who will represent the employee interest within the traditional

employment relationship? In the 1980s, with unionization declining, the

answer in the U.S. was increasingly "lawyers." Lawyers filed wrongful

discharge suits or used existing tribunals for equal employment opportunity or

workers' compensation programs as de facto grievance mechanisms. Could there

be a better way of handling these complaints through unions, even when the

union is not a designated bargaining agent?

There were many signs in the 1980s that the employment relationship was

loosening. The more uncertain economic climate has led to more worker

mobility (voluntary and involuntary) and increased reliance on "contingent"

employment5 Who will service the needs of employees who change jobs
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frequently? How will their benefits such as pensions and health insurance be

provided? There is a longstanding craft union model for people who stay in

well-defined labor-markets - such as local construction or the Hollywood

entertainment industry. Craft unions in such cases have provided benefit

plans, referral services, training, and even administered complex compensation

arrangements!6 But as yet there is no counterpart for people whose job

changes cross defined industry boundaries.

In the mid 1980s, the AFL-CIO developed the concept of associate

memberships for constituent unions to offer to individuals who were not

represented in formal collective bargaining settings. But where employees do

not naturally fall into a particular industrial sector, to what union should

they belong? There is an obvious answer: they could belong to the AFL-CIO

directly or - perhaps - to local and regional AFL-CIO bodies!" That is,

where there is no collective bargaining relationship, the traditional union

demarcations may make no special sense for associate members. It may be that

the AFL-CIO is politically unable to entertain such a direct-membership

concept. If it cannot, it may someday find itself in competition with a

"National Association of Working Americans."

What services might be provided by such an organization, whether AFL-CIO

or otherwise? There might be some traditional lobbying regarding such

employment-linked programs as Social Security. And there might be some

provision of insurance not provided by employers. But there also might be use

of legal mechanisms to enforce job-related rights. That is, the employee

voice mechanism now being provided - sometimes at considerable cost - by

individual attorneys could be part of the service "package." Indeed, there

might be lobbying for specific statutory mechanisms - such as the State of

Montana recently enacted - to handle employee complaints.

Generally, whether at the central AFL-CIO level, or the level of

constituent unions, there could a recasting of roles and goals for the labor

movement. If the goal is to enhance employee interests, then every

representation election need not be viewed as a 100% success or a 100% failure
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depending on the majority outcome. It is only the assumption that collective

bargaining is the goal that produces the all-or-nothing interpretation.

Consider, for example, the Auto Workers 1989 campaign to represent Nissan

workers at the transplant facility in Smyrna, Tennessee. The union regarded

the outcome as a failure, because only 30% of the workers voted in favor of

union representation.

But suppose the union's stance had been that union wants to maintain a

satisfactory work environment for Nissan workers. Collective bargaining is

but one means of achieving that end. If the goal can be (or is being)

achieved through other means - such as voluntary maintenance of certain

conditions by management - all well and good. After the Nissan election the

union could simply have said that it was pleased that 70% of the workers felt

such conditions were being maintained. The union would remain available for

those employees (the 30%) with work-related problems and would continue to

provide monitoring and counseling in case the situation for Nissan employees

deteriorated in the future.

With such an attitude, a union might conduct "campaigns" at firms where

winning a union representation election was known in advance to be unlikely.

It might spotlight particular anomalies and inequities in pay, benefits, or

working conditions and use public relations techniques, legal machinery (say,

OSHA inspections), or other devices to address employment concerns. There are

precedents for such approaches. But in the past, the goal of these approaches

has almost always been the instrument of collective bargaining rather than the

outcome of improved worker welfare. The latter must become the explicit and

de facto goal.

XI. Is it Practical?

The objections to the proposals made above are obvious. Workers will

not accept the kind of financial share bargaining suggested. They are too

used to the "security" of long-term contracts with fixed wages. Interest

arbitration is not feasible since arbitrators are not trained to understand

the parties' needs. And if unions did propose changing the pay system or

23



using alternative dispute-resolution, who is to say that management would

accept these ideas? Making worker welfare the goal, rather than collective

bargaining, invites free riders. Non-dues payers will benefit from the

resources of those who support unions. And anyway, even if these suggestions

were good ideas, the incumbent union officialdom is too stodgy to make

changes.

Before the 1980s, such objections would carry the day. But in the 1990s

it should be clear that it is the existina approach that is not practical.

Projections now suggest a U.S. unionization rate in the private sector in the

5-10% range by the end of the decade?8 That is the consequence of following

current practices. Therefore, new approaches must be considered. And

incremental adjustments to the model of the 1950s will not be sufficient to

preserve a significant private-sector labor movement.

Academic research in industrial relations has long included

international comparative research and historical investigations. The lesson

from those studies is that there is amazing diversity in outcomes of

collective bargaining and union representation both over time and across

countries. Thus, an assertion that workers will not accept share bargaining

and will only agree to fixed-wage systems is no more than that - an assertion.

Norms of what is acceptable are not constant. And, in any case, with

unionization headed toward 5-10%, there will be precious few workers left to

accept or not accept a particular model, unless new steps are taken soon.

Those who view interest arbitration as infeasible for contract disputes

need to rethink their positions. Rights arbitration (for settling grievances)

is virtually a universal practice in union contracts. Why should the same

arbitrators who are competent to decide grievances be considered untrustworthy

when contract disputes are at issue? Why does their expertise in settling

rights disputes have no counterpart in interest disputes?

Would management accept proposals for changes in the pay system or

dispute settlement through arbitration? Obviously, like any other demands,

the answer depends partly on what else is in the package. But flexible pay
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systems became in vogue in management circles in the 1980s. Indeed, in the

auto industry, where profit sharing was introduced in the concession

bargaining round of 1982, management was eager to adopt - and extend - the

concept. Although interest arbitration is rare in private employment, it was

used as a back-up to bargaining in the basic steel industry in the 1970s.

Arbitration was abandoned there when the multi-company basic steel agreement

crumbled in the 1980s. But the steel experience demonstrates that management

is not inherently opposed to interest arbitration.

Are union leaders really too stodgy to consider dramatic alternatives?

As already noted, it was the top leadership of the AFL-CIO which pushed such

innovative ideas as associate memberships in the mid 1980s. There was also

some breakthrough, although not nearly enough, for profit sharing. Departures

from highly-structured, long-term contracts with fixed expiration dates are

beginning to be negotiated. A search for alternatives to the strike is

apparent from the labor-dispute data. In short, the elements of needed change

in the bargaining process already exist. Perhaps there is more capacity for

change than cynics would allow. But if the needed changes are to occur, top

leadership will have to lead.

Free riders, an objection to the alternative view of worker

representation, exist in many arenas, not just labor relations. The American

Cancer Society takes the position that it wishes to cure cancer, not just the

cancers of its contributors. Public radio and television stations know that

they do not receive contributions from everyone in their audiences. But they

continue to broadcast. Free riders, in short, are often a "problem." But the

issue is whether they are a manageable problem. In the union case, there

would still be the core of traditionally-represented dues payers, to which

others would be added in an extension of the associate membership concept.

Net, there would be more revenue - not less - if the wider concept of worker

welfare as the goal were adopted.

More importantly, the labor movement in the U.S. has always said it

represents the interest of all workers, not just members. What is at issue,
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therefore, is a more tangible implementation of that position. Qnce it is
V

clear that worker welfare is the goal - rather than the percent of employees

under formal collective bargaining contracts - that single percentage will

cease to be considered the sole indicator of union success.
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