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. The Impact of Unionism On American Business:
Evidence For An Assessment

Introduction

What has been the impact of organized labor on American business? The
answer to this question is important, for it will indicate the eitent to which a
major societal interest group has been able to hold business accountable
to its members. Elsewhere in this journal, Kuhn tells us that such accountability,
rather than verbal fealty toward social responsibility, is an appropriate standard
for evaluating business behavior in the modern world.l Yet the question is
not easily answered, especially if one wishes to consider the wide range of
impacts and to treat both the direct and indirect impacts on business which
uqionism may have brought about.

For example, it is not difficult to identify unions that have achieved sub-
stantial inroads into the management of sbecific firms, but it also is possible
to pinpoint unions that have made little bargaining headway. Or consider that
a conclusion about labor's clout which is based solely on unionism's direct wage
impact under bargaining, is more easily reached than one which tries to encomp;ass
such indirect impacts as wage spillovers to the nonunion sector, reduced employ-
ment discrimination resulting from labor-supported civil rights legislation, and
greater industrial democracy due to the exfension of negotiated grievance pro-
cedures to unorganized workers.

How should these areas of union impact, which vary in scope and depth, be
added up to reach an overall response to the question pesed here? That is a
judgement which readers of this journal can make individually, guided, it is
hoped, by the evidence to be presented in this paper. That evidence ranges
across several dimensions of unionism instead of being narrowly confined to one

of them. My conclusion, drawn from this and other evidence, is that unionism's
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impact on business has been rather modest, that business shares decision-making
power with and is accountable to organized workers on relatively few issues, and,
surprisingly perhaps, that unionism's indirect impacts on business through political
activity may be more substantial than its direct impacts via collective bargaining.
None of this is to say that unionism in America is unimportant, quite the contrary;
it is only to reach a judgement about American unionism's impact on business
institutions and the business system.
Unionization ’l'x:ends2
Over the past two decades or so, labor union membership as a proportion
of the total American work force has declined markedly. This is clear from the
data in the lower portion of Table 1, which show union membership at just over
20 per cent of the work force in 1976, down from over 24 per ceant in 1958, and
at less than 26 per cent of the nonagricultural work force in 1976, or 7.5
percentage points below the 1958 level. The only important membership gains
recorded during this period were in the public sector, especially in state and
local government wheré, by 1976, fully half of all full-time employees were
organized and well over ome-third of all workers were represented in collective
bargaining. Interestingly, almost half of all organized public workers belong
to employee associations rather to labor unions. The associations overwhelmingly
consist of white-collar personnel, who retain their aversion to blue-collar type
labor organizations even as they have increasingly adopted militant, union-like
tactics. The combined union and association membership is shown in the upper
portion of Table 1; it declined by two percentage points over the 1968-76 period.
By 1976, government employees were almost one-quarter of all organized workers,
nonmanufacturing personnel were about 42 per cent, and manufacturing workers, once
in the majority, were only 33.5 per cent.

This demonstrates that the business sector of the economy which, prior to the
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1960's, was virtually the exclusive repository of organized American workers

and the target of their bargaining and political activity, is considerably less
so today. The public sector, not the business sector, is where the action is

in terms of union organizing and bargaining advances. This is further reflected
in the creation, in 1974, of a separate public employees department within the
AFL~-CIO, at the time only tﬁe seventh departmental eantity in the federation; in
the rise of the American Federation of State, County and Municipal Employees
(AFSCME), which is made up exclusively of government workers, to the top spot
among AFL-CIO-affiliated labor organizations with 1.1 million dues-paying members
in 19783; and in the rapid.growth of qegotiated agreements in th puy;ic -

Sector to more then 25,000 by 1976,  while the number of private sector

agreements stabilized at about 150,000. None of this means that traditional or long-
standing labor organizations do not have impaets of various kinds on the business
sector, but it does reveal that, by the criteria of mzmberbhip advances and
new bargaining activity, the public sector has emerged as the focal point of
the American labor movement in the 1970'3.4 And, while a similar trend has
occurred in most other industrialized nationss, the United States continues to
have one of the lowest overall rates of union membership among developed and some
developing countries, as the data in Table 2 make clear.

The failure of the American labor movement not only to grow but to hold its
own in so far as membership is concerned does not, as some have argued, necessarily
spell unionism's doom. It does, however, portend more limited bargaining activity
in the private sector and more limited bargaining impacts on employers. For example,
the most rapidly growing sectors of the American economy, apart from government,
are services, trade and finance, insurance and real estate. Generally speaking,
unionism has made few inroads into these sectors, though it is reasonably well
established in some component industries such as supermarkets and private sanitation

service. Why is this so? Perhaps it is because these expanding sectors are more
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competitive and the typical business is of smaller size than in such traditiomal
union strongholds as manufacturing and transportation, communications and utilities.
But this seems unlikely, given that some relatively competitive industries such
as trucking, apparel manufacturing, and construction are highly organized. Indeed,
American unionism has its origins not in the large firm or in concentrated
industries. but in small business, where, in the 19th century, craft workers
organized to protect their conditions of work and to ward off the fractionmalization
of their jobs and skills brought about by competitive expansion of the m.arket:.'6
Alternatively, the inability of unions to develop in rapidly growing business
sectors may have less to do with competition than with the composition of the work
force in these sectors. Servicss, trade and finance, insurance and real estate
employ large proportions of white-collar workers and of women. Neither group
has shown itself to be particularly receptive to unionism. For example, in 1976)
white-collar workers comprised about 60 per cent of the American labor force
but well under 30 per cent of all union and association membgrs. Women, who
account for more than 40 per cent of the workforce and whose labor force partici-
pation rate surpassed 50 per cent in the fall of 19787, are but one-quarter of
all labor union and employee association members. It is, of course, possible to
look at the other side of this issue and point out that the incidence of labor
organization among white-collar workers and women is at an all-time high. But
that is well below the membership rates which prevail among blue-collar workers,
among men, and, is is well worth noting, among racial minorities.8 Moreover,
recent studies of American union growth support the structuralist position that
some labor force groups, women and white-collar workers in particular, largely
remain as barriers to rather than opportunities for expansion of the labor move-
ment:.9 If this is so, it suggests a continued decrease in the proportion of the
business sector that is subject to collective bargaining and thereby held account-

able to organized workers.
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Impact Analysis
Knowing that unionism has dc;:lined in the United States tells us little

about the impacts of existing unions on business. Such. impacts may be achieved
through collective bargaining, in which case they are directly felt by some
employers who negotiate written agreements and indirectly by othgrs who choose. .
to adopt some of the terms of those agreements. Additionally, the impacts of
unionism on business may come about through labor's support of legislation which,
if enacted, can affect employers whether or not they bargain agreements with
organized workers. These would be indirect (though no doubt purposive) union
impacts on the buginess sector. In the following sections, we shall first treat
the wage impacts of unionism, then consider unionism's non-wage bargaining impacts,
and finally explore the indirect effects on business resulting from organized
labor's political activity.

Unionism's Wage Impacts
Many studies of the wage impacts of unionism have been conducted over the

years as scholars have sought to pin down just how much organized workers are
able to raise their wages above those of their unorganized counterparts. Union
officials commonly claim responsibility for the totality of wage increases that
flow to the members from a specific collective negotiation or over several bar-
gaining rounds. Their claims are as commonly supported by managers, and are widely
believed by union members and the public. But many factors -- the elasticity of
the demand for labor, the supply of labor to a particul;r firm or market, firm
size and profitability, the ratio of labor to total cost, the extent to which
workers invest in human capital -- influence the determination of wages, and the
careful student of this subject is concerned with what difference unionism makes

with respect to wages after these other contributing factors are taken into account.
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Despite the difficulties of holding constant tl}e key variables that affect
wages and of identifying samples of workers who are alike in most respects other
than unionism, substantial evidence of union wage impacts has been gathered over
the years. For example, studying the period from the early 1920's to the late
1950's, Lewis estimated the average relative wage effect of American unions to be
between ten and fifteen per cént.lo That is, a typical union was able to establish
a wage differemntial of about this magnitude between its members and unorganized
workers performing the same kinds of jobs. This could result by setting a new
differential where none prevailed before, by widening an existing differential,
or by the raising of organized workers' pay and the lowering of unorganized workers
pay. This last form of impact comes about when, in response to union-imposed
wage increases, employers reduce their work forces, and the disemployed shift
over to nonunion labor markets, increasing the labor supply to and lowering the
wages in: those markets.

Studies conducted of unionism's wage impacts in the 1960's and 1970's yield
somewhat larger estimates than those.provided by Lewis for earlier periods, with.
the result that, over the span of a half century to the mid-1970's, the average
effect of all American unions on the wages of their members has probably been
within the ten to twenty per cent range.ll Though we do not have space here
to discuss the conceptual and methodological compleiities involved in studying
this subject, the reader should be aware of two caveats. First, the larger union
wage impacts reported in recent years may be the result of new data and refined
measurement methods rather than an increase in union power. Second, those who
employ the more sophisticated analytical techniques have produced evidence which
suggests that the chain of causality in all of this may be from wages to unionism,

not the reverse; that is, high wages lead to a higher incidence of un:i.on:l.zat::Lor:x.]'2
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Recognizing these limitations, the available evidence nevertheless tends
to show a rather modest pattern of union wage impacts, especially in relatiom to
the very large impacts presupposed by popular opinion. To be sure, there are
instances of unions which have been able to achieve relative wage impacts of 50
per cent or more, but there are others whose impact has been little above zero.
As to wage spillovers to nonunion sectors, these have always been somewhat trouble-
some analytically, not in the least because a decision by one firm to pay a wage
.(or charge a price) set by another may simply reflect the workings of competitive
forces and not necessarily a desire to avedid unionization. Those who have irvest-
igated the spillover effects of wage bargaining conclude that, yes, they have
not been sufficiently considered in most union wage impact studies but, when
properly taken into account, raise estimated union wage impacts by no more than
two to three per cent.l3
What about unionism's impact on bu#iness, on all business, that’' comes about
through the contribution of bargained wage increases to economy-wide inflation?
Again, that impact would be large if the work force was more heavily unionized
or if union wage gains were more broadly tramsmitted throughout the economy: In the
United States, however, the clear majority of wages are set in unorganized labor
markets, and a negotiated pay increase spreads only to those firms and ‘to those
workers who are closely comparable and in close geographical proximity to the locus
of a wage bargain. Moreover, absent a perfectly inelastic demand for labor,
the larger the negotiated pay increase the larger its-associated disemployment
effects as employers choose to produce less or, over longer perdods, substitute
relatively lower cost capital and (where possiblé) nonunion labor for organized
workers.l4 We noted earlier that those who becoﬁe unemployed in this fashion
move to other labor markets, where they expand the labor supply and dampen wages.
This serves to mbderate rather than exacerbate inflationary pressures emanating from

the organized labor sector.
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In sum, by the measure of the wage differentials that they have been able to
bring about between themselves and unorganized workers, American unionists have
had only a modest impact upon business. Undoubtedly labor costs (and product
prices) in some industries and firms are higher than they would be in the. absence
of unions, and some businesses have been driven out of the market by union-imposed
wage rates. But the vast bulk of those businesses that negotiate labor agreements
w;th unions have been able to adjust to these higher rates and, more important,
it one way or another to marshall sufficient strength to prevent these rates from
being higher still. The same appears to be true with respect to negotiated fringe
benefits, although the data and research on this subject are so skimpy as to make
this conclusign quite tentative. Finally, wages (and perhaps benefits) set through
collective bargaining are not villybnilly,e;tended to the nonunion sector,
even if they are adopted by some businesses in the hopes of remaining unorganized.

But if these conclusions hold in terms of wage bargaining, perhaps it is in
nonwage areas that American unions have had their largest impact. This is a

provaocative hypothesis which we take up in the following section.

Unionism's Nonwage L!gactsls

The dominant nonwage impact of unionism in America is on personnel management,

and a major avenue for achieving this impact is the grievance procedure. Through
it, organized workers are permitted to challenge management decisions concerning
job classifications, overtime assignments, discipline, transfers, promotions,
;nd other conditions of employment. This does not mean that all management de-
eisions are subject to challenge, for they typically are limited by the terms of
a collective bargaining agfeement and by the practicalities of contract admini-
stration which permit the processing of some but not all grievance claims. Nor
does it mean that grievances are always settled to workers' satisfaction, with

management actions continually overturned. Instead, the grievance procedure opens
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up to a form of joint decision making -a broad range of iséue;:which formerly
were decided unilaterally by management. Indeed; if labor and management cannot
satisfactogily resolve a grievance, they will call in a neutral third party,

an arbitrator, to decide the issue. The grievance procedure is found in all but
a small fraction of private sector collective bargaining agreements, and, in
better than 95 per cent of the comtracts, voluntary, binding arbitration is the
final step of the process.16

' The use of the grievance process to resolve day-to-day workplace disputes
has been more fully developed in the United States than in any other industrialized
nation.l7 If not entirely an American device, it is nevertheless one of
the leading indicators of the American labor movement's philosophy of business
unionism, which emphasizes wages, conditions of employmenf, and workplace pro-
tections.18 Collective bargaining rather than political a;tion is the vehicle
which American unidnistg have chosen to define and protect their property in
work. In this light, they have been especially able to hold management account-
able through the griévance procedure. In some instances, this has meant the
reinstatement of laid-off workers to their jobs, in others the awarding of back
pay and restoration of bemefits, and in still others a broadening of the scope
of issues that are grievable and subject to arbitratiom. ﬁut whether or not
organized workers are successful in pursuing specific actions through the
grievance procedure, it is the availability of that procedure and the sharing
of decision making authority with management which it represents that reflects
the impact of unionism on personnel management. And, as with wages, this impact
;pills over to portions of the nonunion sector where grievance and other forms
of appeals procedures have been developed, though these do not provide for

arbitration as the terminal step.
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But if this is a significant area of union impact on business, the benefits
that business obtains from the presence of grievance procedures should not be
overlooked. The resolution of workplace conflicts through an orderly procedure
that generates decisions adhered to by labor and management assures the uninter-
rupted production of goods and services. Through a collective bargaining agree-
ment that incorporates grievance procedures, American management is virtually
assured of continuous production. over the life of the contract. The wildcat strike
which afflicts other industrialized countries is a rarity in the United States,
largely because a well established grievance'prﬁcedure works to contain and
often resolve workplace conflicts.

Another bemefit which business.obtains from the grievance procedure is
enforcement by union officials of contractual provisions spelling out the rules
of the shop, office, plant and factory. It is first the shop steward and then
union officers who judge the merits of their members' grievances, and who often
must inform those members that they violated ome or another working rule and
that management's remedial action was justified. So, too, must they decide
which meritorious grievances deal with significant rather than minor issues, and
hence should be taken through the grievance procedure, and also when settlement
of grievances at lower levels of the procedure is politically judicious in terms
of the union's relationship with management even if a more favorable result
could be obtained in arbitration. In other words, business managers are some-
times able to get union officials to perform certain managerial tasks, leaving
themselves free to devote their time to other key business problems.

Finally, the systematic evidence that accumulates under the grievance
procedure permits managers to identify trouble spots in their business operations
and to decide on appropriate corrective actions. This may mean establishing a
training program in labor relations for first-time supervisors, or, more

significantly, reorganization of a company's labor relations function or even
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production process, The underlying analytical point, though, s that the
grievance procedure can be viewed as part of a business organization's information
system, and the data it gemerates can be used for diagnostic, evaluative
and corrective — that is, for management —- purposes.

These are the benefits which business obtains from the grievance procedure,
and they remind us that collective bargaining between labor and management
is, in essence, a process of exchange. The grievance procedure is not something
which unions h;ave simply imposed on management, for if that were the case it
would not be so commonly found in collective agreements; instead, both labor
and management benefit from this procedure. If that is so, then the impact
of ﬁnionism on business in this respect is on decision-making. authority rather
than on the basic goals or operations of business. Indeed, because the grievance
procedure upholds or is consistent with those goals and objectives, the union

impact on business is to support, not oppose, its systems of personnel management.

Other Nonwage Impacts

The nonwage impacts of unionism on business are further revealed in
contractual provisions that cover work rules, manning schedules, and the like;
in unionists responses to techmological change; and in the unfair labor
practices that unions have charged management with commiting.and have hrought
to the National Labor Relations Board (NLRB) for resolution. Some of the issues
that have been raised in these respects concern personnel management and pro-
duction processes, while others deal with broader issues such as plant location,
subcontracting, and the contractual obligations of a successor employer.

As with grievance procedures, these nonwage activities of labor unions
have circumscribed the authority of management to act unilaterally. For example,
the NLRB has ruled that a business which maintains a labor agreement with organized

workers cannot decide to subcontract work traditionally performed by those workers
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without consulting their wunion. Similarly, a firm cannot decide to relocate
or shutdown a unionized plant without consulting the union, and can be prevented
from taking such actions if the unc_lerlying motive is to avoid the union. When
a company acquires another that has labor agreements in force, the NLRB has ruled
that it canmot simply dispense with those agreements -- and with the unions involved——
though it may attempt to renegotiate them and to challenge a union's status as the

certified bargaining agent of the m:n.'kers.]'g

In terms of techmological change, some unions have fougﬁl: hard against it
and a few have warded it off, but most of thén have sought to cushion its effects
by negotiating job guarantees, severance pay, retraining and relocation allowances,
work sharing provisions, and new wage and incentive pay arrangements with employers.zo
They have done so out of a desire to protect their property in work, which does
not mean that their jobs and conditions of emp}oyment must be preserved
but does mean that management must provide them some benefit in exchange for
altering or eliminating their jobs and conditions of employment. In fact, American
unionists appear quite willing to trade off or "sell" their propervty in work,
including the right to strike, for some corresponding benefit. This was exempli-
fied in 1974 and again in 1977 in the steel industry, where the United Steel-
Workers of America (USW) and the large companies concluded an Experimental
Negotiating Agreement (ENA), which substituted compulsory arbitration for the
strike and lockout in the event of a subsequent bargaining stalemate. In exchange,
USW members received graranteed annual cost-of-living and other pay adjustments
over the life of the contract.21

The steel example and others demonstrate that through bargaining over non-
wage issues, unions have impacts -- impose costs -- on business. That is,
after all, what they are in the business of doing. But these nonwage cost
impacts would be much larger if unionists were unwilling to make trade-offs in
collective bargaining with employers. That such trade-offs are common rather than

=xceptional is reflected in recent bargaining developments in those industries
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which have allegedly been saddled witb especially outdated work rules and onerous
featherbedding practices. Thus, the most recent railroad agreements provide
for elimination of the firemen or diesel engines, big city newspapers have
'negotiated out" the setting of bogus type and are succeasfully pursuing the
mechanization of their composing rooms, and apparel manufacturers in the North-
eastern United States have bargained major changes in piece-rate payment systems,
production methods and efficiency rncentives~§ith the International Ladies
Garment Workers Union (ILGWU). Incidentally, this last indﬁatry provides a
rare example on the American scene of a union that has had a major impact on the
financial and marketing functions of business as well as on personnel management
and production methods. |

To summarize, through collective bargaining, unions have had fmportant
nonwage impacts on business, but these largely are confined to the areas of
production.and personnel management. When owners and managers of business want
to change the nonwage provisions of a labor agreement or undertake programs of
technological change and innovation that will affect terms and conditions of
employment, they generally are able to bring this about but must recompense unionists
for giving up their property in work. By this device are businessmen held
accountable to organized workers. But recognize that business has one other choice
in all of this, and that is to proceed ahead with the changes it wishes to make --
in work methods, incentive systems, manning schedules, overtime assignments
plant relocation — without reaching agreements with unioms. Though it is
thevpublic policy of the United States to support unionism and collective bargain-
ing in the private sector, this does not compel agreements between labor and
management. If the parties bargain in good faith -- and that is not always
easily determined -- then they are as free no; to agree as to agree to terms
and conditions of employment. Neither organized workers nor the NLRB can force

business into contracts with labor unions. Whether or not a labor agreement is
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co-ncluded and whether féw or many provisions are. included in an agreed‘upon contract,
fundamentally depends on the relative bargaining power of labor and manage-
ment. And ultimately, it is management's bargaining power that limits unionism's

impacts -- wage and nonwage alike -- on l‘n.ts:l.ness.22

The Quality of Working Life
To more fully appreciate the rather limited impacts of unionism on the

business sector and the narrow role that unions play as participants in business
decisions, briefly cosider the recent eiper:[e.nce with attempts to improve the
quality of or "humanize" work life in America. These take such forms as

work redesign, job enrichment, new work teams and worker-paced production,

and commonly seek to overcome the deadening and sometimes alienating effects

of very specialized machine-paced tasks. Many have highly commended such efforts
to business, especially the authors of a federally-sponsored volume, Work In
America, published in 1972, who asserted that boredom, dissatisfaction at;d
disaffection from work were rampant in the laboz fm:ce-..23 The general remedies
for these ills were thought to be more interesting work and participation by
workers in decisions about how work should be performed.

At first glance, nothing could seem to be more in line with the views of
unionists, whose collective bargaining activity bespeaks a desire to share
decision-making authority with management. But far from being an integral
part of the movement to improve the quality of working life, American unionists
have been almost totally divorced from it. Even more, they have been (or been
portrayed as) opposed to it. Thus William Winpisinger, President of the Inter-
national Association of Machinists and an AFL-CIO vice-president, recently
described job enrichment as "just another name for time and motion study,"
and characterized the quality of work life movement as the "introduction of

gimmicks, like doing away with time clocks or developing 'work teams' or designing
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jobs to 'maximize personal invoivement,' whatever that means."24 He went on
to recommed that "if you want to enrich the job, enrich the paycheck...decrease
the number of [work] hours...do something about...nerve-shattering noise, heat
and fumes."zs

Consider that whatwinpis.ingérand other American labor leaders oppose
is not job enrichment, work redesign or other efforts to improve the quality
of work lif/e - but, rather,,/ " . the notion that businessmen by themselves (or
with hired consultants) can diagnose and resolve workplace ills. Unionists fear
that the result will be to erode their share of decision making authority through
collective bargaining, which they fought long and hard to obtain, and to allow
employers to reassert and broaden their prerogatives. It is perhaps no
coincidence, then, "that most work humanization eiperiments have been carried out
in nonunion settings -- and often in new locations with new plants, new equipment
and new managemem:.z6

More recently, labor and management in a variety of industries —- steel,
retail food, and autos offer some examples —— have formed joint committees to
study the prospects for improving the quality of work life, particularly in
relation to issues of safety and health at the workplace.27 But this usually
occurs outside of formal collective bargaining, is confined to relatively few
unionized settings, and does not reflect a major union thrust into management.
Further, American unionists stringly disavow Western European type worker
participation schemes such as job control and codetermination, and are also
opposed to worker-owned enterprises of the type found in some Eastern European
nations.28 Instead, American labor leaders and union members continue to prefer
collective bargaining and to adhere to the notion of business unionism, even as
they have expanded the scope of issues subject to negotiatioms with employers.

That they have not gone in for the types of worker participation and work
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humanization practiced elsewhere, despite their critics' advice that they do so,
indicates that they have not had significant impacts on the American business

sector in this sphere of industrial relationms.

Multinational Bargaining

Unlike its stance on the work humanization movement, organized labor favors
the international coordination of _collective bargaining. This is especially
true of international unions that negotiate agreements with American-based
multinational corporations, for they are strongly concerned with preserving
domestic jobs and with standardizing terms and conditions of employment to avoid
being undermined by relatively cheap foreign labor. But to favor such
coordination of bargaining is not to achieve it. Studies of the chemical, flat
glass, automobile, farm equipment, metal, rubber tire, electrical and petroleum
industries, among others, have uncovered little evidence of successful coordi-
nation of collective bargaining across national boundaries, although a few limited
inroads in this direction have been made by Western European v.xn:f;tms.z9 Inter-
national union secretariats gather and d;l.sseminate information to their member
organizations in different natiomns, but to this point seem-mnot to have brought
about the coordination of bargaining based upon that information.

There are manyobstacles to multinational or internationally coordinated
collective bargaining, and these are unlikely to be easily overcome. Differences
among nations in their politic;l structures, economies, technologies, cultures,
and wages and working conditions, are important barriers to the international
coordination of collective bargaining. So too is the diminution of the power
of natiomal union officials that such coordination would require. Perhaps
most important, union constituencies are national rather than international in
scope, and, in the U.S., are often regional or local. Indeed, the structure of

American unionism and of bargaining have long been decentralized, and they remain
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so despite a rising incidence of union mergers and a somewhat stronger tendency
toward multiemployer bargaining.30

The importance of the local union and of local union officials in the American
labor movement. and the continued dominance of the single-union, single-employer
labor agreement in this country, mitigate the prospects for more centralized
or coordinated bargaining domestically let alone internationally. Thus, while
the international coordination of collective bargaining may develop further,
perhaps spurred by narrowing labor cost differentials‘ano_ng‘ industrialized natiomns,
from the American vantagepoint swift progress appears unlikely and unionism

has so far had very little impact in this respect on American business.- -

Unionism's Political TImpacts
If, through collective bargaining, the impact of unionism on business is

narrow and relatively modest, can the same be said of organized 1labor's political
impact? This depends upon whether we focus on labor's attempts to influence
legislation pertaining to labor-management relations or to broader social
and economic issues. If the former, then ; strong case can be made for a rather
small impact; if the latter, then labor's impact looms larger. Consider some
of the evidence that leads to these contrasting assessments.

In recent years, organized labor has been almost singularly unsuccessful
in achieving or amending national legislation to regulate private sector labor
relations according to its preferences. For ei:ample, it has continually sought
repeal of secion 14(b) of the Taft-Hartley Act which allows individual states to
outlaw (or support) union security arrangements, and just as continually has
been rebuffed on this issue. In the early 1970's, the AFL-CIO, with the backing
of the Nixon Administration, sought expansion of the picketing rights of construction

workers, but the Congress refused to amend federal law in this manner.31 In 1977
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and again in 1978, organized labor strongly supported a bill that would have
increased penalties on businesses that commit unfair labor practices, reduced
the ﬁime required to hold union representation elections, and increased the size
of the NLRB from five to seven members in order to strengthen compliance with the
Taft-Hartley Act. Both times the Congress failed to pass this proposed Labor
Reform Act. ‘

Indeed, readers may recall that organized labor was strongly opposed
to passage of both the 1959 Landrum-Griffin and 1947 Taft-Hartley
Acts, which it regarded as‘virulent anti-labor legislation. But that opposition
did not prevent these laws from coming into e;istence, and to this day the
labor movement seems unableAto counter public opinion that its power is excessive
and that, internally, it is riddem with corruption. That empirical evidence
does not support these views may be known to scholars and comforting to union
leaders, but has hardly altered the citizenry's judgements about organized labor.32
Those’ judgements together with the active opposition of business, have
generated sufficient political clout to thwart organized labor's legislative
proposals in the areas of labor-management relations and collective bargaining.
Unionism's indirect impact on business in this respect has, therefore, been
ninimal. 3

On broader issues, however, the labor movement has supported legislation
which, it can be argued, has substantially affected the business community.
As an example, the AFL-CIO was instrumental to passage of the 1§64 Civil Rights
Act and subsequent amendments, which sanctioned the enforcement of equal
opportunity and affirmative action in employment. So too was the labor move-
ment a driving force in manpower training and development legislation, including
the 1973 Comprehensive Employment and Training Act (CETA); in the extension of
unemployment insurance benefits paid to jobless workers for a maximum of 65 weeks,

which helped to counter the debilitating effects of the 1974-5 recession; in the
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enactment in 1974 of the Employee Retirement Income Security Act, popularly
known as the Pension Reform Law, and also the Trade Act, which provides adjust-
ment assistance to workers whose employment is adversely affected by international
trade;. in passage of the 1977 amendments to the Fair Labor Standards Act which
raise the nation's minimum wage in a seriés' of stages from $2.30 to $§.35 by
1981; and in Congressional approval in early 1978 of a change from 65 to 70
in the mandatory retirement age for privatel} employed workers.

This is not to say that organized labor by itself was responsible for
passage of these laws, or that it sﬁpported all of them with equal fervor, or
that a particular piece of social legislation was not also perceived as serving
the economic interests of union members. Notr is it to contend that the labor
movement's record on broad social and economic legislation is one of umnmitigated
success. Witness, for example, it,é: failure-to prev"enf legislative approval of
wage-price controls during the 1971-1974 pe:ﬁod,/af:s inability during the 1970's
to secure import quotas and tariffs on foreign made goods -~ two issﬁes, by=the
way, on which organizéd labor was allied with the business community. Similarly
the labor movement was no more than lukewarm toward the 1974 Occupational
Safety and Health Act. Further, organized labor has been unable to prevent the
authorization under federal legislation of corporate committees to seek voluntary
contributions from e;ecutives to support cand:[dat;es for political office. Though
these committes may be regarded as counterparts to labor's national and state-
wide Committees On Political Education (known as COPES.), they are likely to generate
far more funds than the union-sponsored comittee's“. 34

On balance, though, a strong case can be made that the American labor
movement has a better record of success in its political activity to affect
broad social and economic legislation than to support legal reforms in labor-

management relations and collective bargaining. If this conclusion is correct,
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then organized labor may have substantial indirect impacts on business institu-
tions, unionized as well as nonunion, and on the business system. Whether

these are large, small or something in between, however, is for the reader

to judge, and such a judgement admittedly is difficult to make because unionism's
indirect impacts through political activity are much less susceptible to careful
measurement than unionism's wage and even non-wage impacts on business through
collective bargaining. In other words, the empirical base is far firmer for
drawing conclusions about unionism's bargaining impacts than fts political impacts
on businegs. Still, because some of these impacts are indirect, are achieved
politically, and are describable almost solely in qualitative terms, is no reason
to ignore them. In the aggregate, they may well be more substantial than the

impacts of unionism on business that are achfeved through collective bargaining.

Whither Accountability?

Where does this analysis leave us with respect to the idea of business
accountability? For ome thing, it tells us that a part -—- an increasingly
smaller part — of the private sector is held directly to account by labor
organizations for a relatively narrow but also well specified set of terms and
conditions of employment. Collective negotiatioﬁs, the labor agreement and the
grievance procedure are the ieading mechanisms through which this accountability
is achieved. Here lies the most tangible evidence of unionism's impact on
American business.

But that leaves a very large portion of activities for which business
is not accountable to organized labor (including, we should note, basic hiring
decisions), and that accountability is not widened when the indirect impacts of
unionism are recognized. Wage and nonwage bargaining spillovers to the nonunion sector

do occur, to be sure, but they represent the decisions of business owners and
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managers to follow bargains struck elsewhere, and do not hring into play con-
tractual obligations to which they will be held by union leaders and members.
As to the indirect impacts on business stemming from organized labor's political
activity, these may be susbtantial, as we tend to believe they are, but again
they create no accountability on the part of business to unionists. Labor-supported
social and economic legislation can widen: the accountability of business, but
to government rather than to organized workers. The extent to which such widened
accountability is a reality depends upon goverﬁnantal enforcement of the soctal
and economic legislation in question. And;’thqugh‘this subject surely deserves
closer scrutiny, it can be proposed that theAenforcémeﬁt of modern social
and economic legislation of the type supported by oiganized»laﬁor has not
fundamentally deprived business owners and managers of their decision making
authority or dramatically altered the configuration of their accountability.35
On the American scene, then; it is best to recognize unionism as a limited
purpose institution which calls business to account.for the terms and conditions
of employment, for the property in jobs, which~organiz€d workers hold dear.
Some- prefer that the American labor movement broaden its horizons in bargaining
and in political action, and it wmay have to do if it is to remain a viable
insitution. But those who seek wider business accountability and who desire
institutioné that will more broadly counter business power, are well advised to
look beyond the labor movement, which has "made it" in America by closely

adhering to the pragmatic philosophy of business unionism.
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Table 1

o~ National union and employee association membership as as
proportion of labor force and nonagricultural employment,
1958—19.761
(Numbers in thousands)
) Employment in
Member- Total Labor Force nonagricultural
ship " establishments
Year excluding .
Canada Number | ' Percent Number Percent
' '~ -members - : members

Vnions and

associations:

- 1968 20,721 82,272 25.2 67,951 30.5
1969 20,776 84,272 24,7 70,442 29.5
1970 21,248 85,903 24.7 70,920 30.0
1971 21,327 86,929 24.5 71,222 29.9
1972 21,657 88,991 24.3 73,714 29.4
1973 22,276 91, 040. 24,5 76,896 29.0
1974 22,809 93,240 24.5 78,413 29.1
1975 22,298 94,793 23.5 77,051 28.9
1976 22,463 96,917 23.2 79,443 28.3

Unions:

1958 17,029 70,275 24,2 51,363 33.2
1959 17,117 70,921 24,1 53,313 32.1
1960 17,049 72,142 23.6 54,234 31.4
1961 16,303 73,031 22.3 54,042 30.2
1962 16,586 73,442 22.6 55,596 29.8
1963 16,524 74,571 22.2 56,702 29.1
1964 16,841 75,830 22.2 58,331 28.9
1965 17,299 77.178 22.4 60,815 28.4
1966 17,940 78,893 22.7 . 65,955 27.9
1967 18,367 80,793 22.7 65,857 27.9
1968 18,916 82,272 23.0 67,951 27.8
1969 19,036 84,240 22.6 70,442 27.0
1970 19,381 85,903 22.6 70,920 27.3
1971 19,211 86,929 22.1 71,222 27.0
1972 19,435 - 88,991 21.8 73,714 26.4
1973 19,851 91,040 21.8 76,896 25.8
1974 20,199 93,240 21.7 78,413 25.8
1935 19,473 94,793 - 20.5 © 77,051 ~25.3
., 1976 19,432 96,917 20.1.-. 79,443 .. .. . 24.5
- 1

Totals include reported membership and directly affiliated local union members.
Total reported Canadian membership and members of single firm unions are excluded.

Source: U.S. Bureau of Labor Statistics, "Labor Union and Employee Association
Membership--1976," in News (Washington, D.C.: U.S. Department of Labor,
September, 1977), pp. 2-5; and U.S. Bureau of Labor Statistics, Directo:
of N?tional Unions and Employee Association, 1975, (Washington, D.C.: G.P.).,
1977), p. 63 .




Table 2

Organized Labor as Percent of Nomagricultural Labor Force
For Twenty Developed Nations, 1976*

Argentina

Australia

Austria
Belgium

Brazil

Canada

Chile

Denmark
Finland

France

German Democratic
Republic
Germany, Federal
Republic of
Italy
Netherlands
Norway

Spain

Sweden
Switzerland
United Kingdom
United States

Population estimates are projection to January, 1977.

Population (000)

25,887
13,808
7,524
9,826
111,666
23,314
10,543
5,079
4,738
53,096

16,778

61,590
56,410
13,868
4,037
36,161
8,326
6,415
56,043
215,966

1. Rough Estimate

Labor Force (000)

Organized Labor
(%Z of Labor Force)

10,000
4,760
2,657
4,000

30,000

10,000
3,300
2,500
2,200

22,100

8,200

26,700
19,549
4,700
1,700
13,300
4,000
3,000
25,600
92,000

5

25
44
67
48
s0?
27
25
65
60
17

1

88

31
20
33
60
90
80
20
40
23

2. Although 50% of the work force is organized, only 1.5 million

pay dues.

3. This is an approximation. 23.4Z of the salaried work force
is organized.

4. 31% of the entire labor force is organized, 37.5% of the wage and
salary earners.

5. 90%Z of the labor force is in compulsory government controled syndicates.

Source: U.S. Central Intelligence Agency, National Basic Intelligence Factbook,
January 1977 (Washington, D.C.: C.I.A., 1977).




