| ',‘,Have the 1980’s changed
U.S. industrial relations?

Economic and polztzcal pollczes
and demographic and social trends
affected labor-management practices,

but have caused no fundamental changes

JOoHN T. DUNLOP. i
Get

Where are Amencan mdustrlal relatlons headed? Is a
major transformauon at hand, as some observers have
urged?l Or is our industrial relations. system merely
reacting to changes in the env1ronment some of which are
reversible and others that reflect longer term secular
change.? ‘ S

At any one time there i is both change in our 1ndustr1al
relations system and stability. Moreover, there are vari-
ous-types of change short—run and long-run, reversible
and irreversible, penpheral and structural, small and
large, or pervasive. How do we clasmfy the changes of the
past decade?

There is a related problem of perspecuve or blas derrved
from the fact that change or new elements are said to be
newsworthy by the media or current events school of

academics, . while the unchanged or stable escape the -

spotlight. We' expect our newspapers to tell. what is new
each day, not that which is old hat. Carried over to
industrial relatlons, thls perspectrve, combined with igno-
rance of history, often distorts or fails to put “into
perspective the reportrng, analysrs, and prescnptlon of the
day. '

Transitory changes

“Several illustrations will underscore the necessrty to be
clear about what is new and what is contlnulng, and to
distinguish among types of change

John T. Dunlop is Lamont University Professor- ‘Emeritus at Harvard
University. An earlier version of thrs paper was presented in November
at Queen’s University, Canada. = '+ :

Two-tier wages. The first half of the 1980’ saw an
expansion of what we have come to call “two-tier” wage
and salary scales that provide lower rates for niew hires in
the same job- classification, ‘compared with incumbents.
Although not unknown in earlier years, the growth of two-
tier pay in both collectively bargained and nonunion wage
settings was one labor market response to. severe industry
competition, particularly in enterprises with a degree of
labor turnover or significant new hires, like food chain
stores and airlines. Two-tier compensation systems were
established in perhaps 10 percent of collective agreements,

_on average, over the 1980-85 penod 3

There is ready agreement, I believe, that the two-tier
wage innovation is a temporary response to . economic
conditions and is not likely to persist long-term. Lower
rates are inherently demoralizing for employees perform-
ing the same work, with the same skills. The concern
with such adverse consequences led to provisions for the
integration or convergence of most two-tier scales in a
specified ' period. It is now clear, moreover, that as
eéonomic conditions improve, two-tier systems are being
phased out.

Thus, the two-tier wage development is to be charac-
terized as short-run, reversible, and peripheral, rather
than fundamental or structural to the industrial relations
system. This characterization in no way detracts from its
role in some circumstances in having facilitated adjust-
ments and avoided more general wage concessions.

A number of other compensation developments of the
first half of the 1980’s share, I believe, the same essential
characteristics of the two-tier wage systems.
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Lump-sum: payments T he lump-sum payment; instead of
an -increase ‘in:the ‘wage or salary rate,- has been used

widely. The rate increase yields a-higher base for the next
" the first half of the 1980’s commonly cited are seen to be:

period, while the. lump-sum payment constrains overtime
“earnings and costs, and. similarly affects vacation. pay;
sick pay, and other fringes. As many as a thlrd of recent-
year settlements may include such provrsrons Inciden-
tally, such payments distort changes in ‘average Thourly

earnlngs or wage rate data as a rehable measure of the :

. rate of increase in wages.

"Elrmmatton of COLA’S. The elimination. of cOSt;of4liying
adjustment (COLA) clauses, or restricting their impact,

has also been a development of the era.* But it is well

known that, ‘at least ‘since World War I, periods of
inflation have seen the introduction and extension of sich
automatic wage-rate adjustments to rising living costs,
while periods- of relative stability have seen the elimina-
tion or constrlctlon of such escalator prov1s1ons

Concesslorzs. ‘The general ,concessronary era in collective
bargaining of the first half of the 1980’s, which is now

largely over; is likewise to be mterpreted as a response to

the intense product market competltlon of the era derived
from enhanced" 1nternatronal competltron, exchange rate
policies, other macroeconomic: policies, and deregulatron

. of airlines, trucking, telephones, and -the like. It has
- always been: declmrng product -prices, rather than unem-

ployment, that has put. eff
pressure-on wages and benefits.’- .
Itis understandable that a current generation may not

ive and severe downward

well apprecrate the source of these ‘concessions” and
beheve thata new. and drfferent mdustrral relatlons order ‘

is at hand. . It may ‘be helpful to put recent events in
historical perspectlve and to remember that average
hourly earmngs (in currentdollars) for all manufacturing
fell by 22 perc ntin the 1 29 to 1933 perlod while they
increased by the same i
1986. The magmtude ol*‘jwage concessrons, on average, in

the current period has been mmuscule relatlve to the

Great Depressron

increasés in recent years as “moderate” reflects a simple
compartson with earlier absolute: amounts without refer-
ence totheir economic context Compare, for instance;
two years—one with a rise in money wages of 8 percent
and a cost-of-living increase of 14 percent,-as took place
in 1979-80, with another year that had a rise in ‘money
wages of 2.2 percent and a cost-of-living increase of 1.9

percent; as took: place in*1985-86.% In ‘which year was the.

wage behavror more ‘mode te? Trt 1979-80, money wages
were' m;ore:*f: ’ “relative to the rate of increase of
) heugh they ‘rose ‘almost ‘four: times the
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2 rpercent) from 1981 16

~of- -living, product1v1ty, or proﬁtablhty, yreldmg dlfferent

Judgments as® to-moderation.
A great many.of the changes in 1ndustr1al relatrons in

transitory, short-run and reversible, or srmply dlfferent
relative- to the environment. But are there not more
fundamental changes’7 ‘

; Changes in ‘the envn'onment

"The dynamlc _nt, actions among labor, management
and government in the environment of an mdustrlal

‘_relatrons system, in partrcular the market and budgetary
~_context, the technolog1cal settlngs, and the power context

in the larger socrety, for me provrde the tools to

‘ understandmg what is happemng to. industrial relatlons
outcomes. Changes in these featurés of the environment

affect the’ three partles whose mteractlon, in- turn,‘

~influences- the envrronment and the outcomes Like all

theory, for me, this is a way of organizing my thmkmg

~about. industrial relatlons analysis and forecasting.’

The late 1970’s and 1980’s have seen some srgmﬁcant
changes in th,e enyvironment, partrcularly in some sectors.

‘We can expect still further changes, although some of

them are reversible. T he major changes may be brleﬂy
identified as follows :

Macroeconomzc policies cut. taxes, expanded defense ex-

: pendltures, and built unprecedented budget deficits. Trght '

monetary policy and- high interest: rates ‘brought down

: 1nﬂatlon, produced a severe recession and an overvalued -
- “dollar and unprecedented trade deficits. ,The United States -

became the largest debtor nation instead of the largest
creditor country in a few short years. No - industrial

relations system can be expected to adapt in the short. term
to. such wrenchmg ‘and traumatic experience..

- In this macroeconomrc setting, the industrial relatlons
parties are more sub_]ect than ever. before to 1ntematronal, '
product-market competltron, and an environment of slow
economic growth creates added difficulties for all partres
Only when ‘exchange rates have settled down will ‘we be

- -able to appralse the full consequences of this competrtlon
Indeed, the unquestroned tendency to descrlbe wage k - The period accelerated a development of greater interna-

‘,tronal dependence ‘that was" already under way.

Deregulatton The premprtate deregulatron, both of entry
and rates charged, in airlines and master-freight trucking
had significant impact on industrial relations in those

- sectors. Similar; though lesser, consequences have arisen

in railroads and telephones, underlmrng 1nterdependen-r
cies of product and- labor markets that the sponsors of,
deregulatron dld not antlclpate '

T echnology 1In some S&ctors; new technology has helped
 to ‘create new work ‘environments that ‘have come to
absolute rate of increase® of 11985<86.. The: :standard <of -
moderation for money compensation might be the. cost-"

ominence in: the past decade. “Patterns of relations in
new high technology firms differ ‘considerably from those



of traditional heavy industries. The differences are conse-
quences of different labor markets, skill levels, and
workforce expectations, as well as resulting from man-
agement ideology -or ‘reactions to the disfunctions of
union-management relations 9 >

Demography There are srgmﬁcant changes in the demog-
raphy of the work force that are affecting various aspects
of industrial relations: the rapid expansion in the propor-
tion of women in the work force, the growth of the
Hispanic labor force, the decline in the rate of growth of
the work force, the aging of the population, the shift of
populatron to the South and West, and greater formal
educational levels. :

(An industrial relations system is likely to be able to
adapt more readily to such longer term secular changes
than to absorb the consequences of rapid and _extreme
shlfts in macroeconomlc policies.)

Polztzcal climate. Finally, the political climate of the past
7 years has affected industrial relations. The hostility
between an Administration and the labor movement has
been unmatched in this century. The labor relations
agencles have produced reverses in policy aiid uncertain-
ties that have not encouraged cooperative problem-
solving or consultation.'®

All in all, some of the environment of the 1980’s will
continue, some is likely to be reversed, and some will
" leave a continuing difficult legacy.

Fundamental features in the U.S. system

“To appraise the extent and the depth of changes in the
past’ decade in the industrial relations system of ‘the
United States, we must state briefly the major fundamen-
tal features of that system as it has evolved over the past.
The most distinctive features, compared to the system of
other countnes, include the following:

Excluszve representatzon—one union and only one union
in a given job territory selected by majority vote. In
contrast to continental Europe, with affiliations in the
same _]Ob territory by religious and ideological attach-
ment, we developed the attribute of exclusive jurisdiction
within the American Federation of Labor over 100 years
ago and ‘implanted the idea in law with the Railway
Labor Act (1926) and the Natlonal Labor Relations Act
(1935).

Collecttve agreements that embody a sharp drstmctron
between mterpretatzon of the agreement and negottattng a
new agreement. The no-strike and no-lockout provision
during the term of the agreement, the interpretation of
the .agreement by private arbitrators or umpire, and
legitimate overt conflict confined to a negotiations period
all derive from this fundamental distinction alien to the
British system (from which we borrowed much histori-

cally) w1th its open-ended and nonenforceable agree-
ments.'! The fixed duration—often 2 or 3 years—favors
stability and concentration on mutual administration, but
this feature may inhibit steady. attention to structural
changes' that cannot wait several years: :

The decentraltzed character of collective bargammg, com-
pared to that of most .other Western countries. This
feature derives in part from the size of the country, the
diversity of its economic actlvrty and the historic role of
product markets in shaping the contours of collective
bargaining. Recent events and the absence of tight labor
markets have tended to create even more fractionated
bargaining in some sectors, breaking up the basic, steel
negotiations and creating separate bargaining in the
telephone mdustry, previously a single Bell system
negotiations.

Union organizations in the U.S. system are characterized
by relatively high dues and large staffs necessary (in the
absence of significant substantive intervention by govern-
ment) to negotiate and administer private decentrahzed
agreements, 1ncludmg grievance arbitration, and to orga-
nize against massive employer opposition. Lobbylng
before legrslatrve and admrmstratrve trrbunals adds to
these requrrements

Employer opposition to union organization historically has
been intense, compared to other countries and has been
only slightly modified ‘in its- forms by 50 years: of
legislation.'? The opposition among smaller employers to
labor organizations and to more social: legislation can
only be described as particularly intense. o

The role of government in our industrial relatlons system
over the years has been relatively passive in’ dispute
resolution, although that varies with administrations, and
highly legalistic in both administrative procedures and in
the courts treating the most detailed matters and requit-
ing enormous lengths of time. As’ regulatron has ex-
panded over health and safety, pension beneﬁts, and
equal employment opportumty, the litigious quahty of
relations has grown in many relatlonshlps

It is difficult. to conclude that the events of the late-
1970°s or 1980’s have altered in any fundamental way
these features of the industrial relations arrangements of
the United States. I have noted in passing some -of the
reinforcements, such as more decentralization that might
be reversed. to some degree with sustained high employ-
ment in a sector. But nothing of a systemic breaking or
creating new features seems to me to have occurred.
I am, of-course, aware of the decline in the private
sector. labor ‘movement ‘with. the growth of public sector
labor -organizations: But - the" economic -and political
environment -has been most hostile. Sectors of union
strength have declined and sectors devoid of unions have
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rapidly expanded. We have had even more severe periods
in the past, as in the 1920’s. I am aware that workplaces
under collective bargaining constitute a minority of all
workplaces. But it is well said that “collective bargaining
provides leadership to a much larger group-in the labor
force . . . Unionism still casts a long shadow over the

non-union majority.”!> But attention to the fundamen- -

tals of the U.S. industrial relations -system does not
_ suggest to me any basic or profound transformation of
- these fundamental features.

Labor-management cooperation

The recent period has produced a number of widely
publicized new instances of labor-management coopera-
tion that have led some commentators to express the view
that our industrial relations system is becoming signifi-

cantly less adversarial and much more ‘cooperative. The

percentage of estimated working time lost in large strikes
(involving 1, 000 workers or more) is at a low level. The
exceptional agreements bétween the United Auto Work-
ers (UAW) and Saturn (General Motors) and .the UAW

and the joint venture between ‘Toyota and New United
Motor Manufacturmg, Inc. (General Motors), the ‘

worker participation programs at Ford Motor Co., AT&T,
Xerox, and a number of major private companies, largely
excluding the public sector; have received widespread
attention.'* The expansion of worker participation in
stock ownership, the tradeoff of wage and fringe conces-
sions for a share of ownership in some companies in
financial difficulty and the election of labor organization
candidates ‘to a few board of directors are seen ‘as
symbolic of the new era of cooperation.

" But cases of labor-management cooperation have a
long history in the United States, and in England they
have been known under the terrh ‘joint consultation.”

The distinction between collectlve bargaining and labor- .

management cooperatlon, or joint consultation, can be
simply stated. Under collective bargaining, there may be
arbitration or resort to. strike or lockout if there is not
agreement, while under joint consultation or cooperation
neither - is appropriate if there is a failure to.agree.
Enforced consultation, save as the pressure of events or
the environment, is-a contradiction in . terms. In the
United States, the obligation to bargain in good faith
under the National Labor Relations Act does not require
programs of labor-management cooperation.

There is a long experience with labor-management
committees in the United States. The 1920’s. and 1930’s
produced such committees on the Baltimore and Ohio
and the Canadian National railroads, in the Cleveland
women’s garment industry, at the Naumkeag Steam
Cotton Co., the Amalgamated Clothing Workers and the

men’s clothing industry, and the Rocky Mountain Fuel

Co. There were thousands’ of production committees
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‘responsibility .

‘members ‘hold their ]ObS

established in World 'Wari 1. The National Planning

Association case studies. on the “Causes of Industrial

"' Peace” belong to the late 1940’ and early 1950’s.
Scanlon' Plan ‘companies ‘are well known. I served as a

member. -of 'the Kaiser Steel-Steelworkers Long Range
Committee in the: 1960’s. .

Is a new wave -of ,la\b‘or-management cooperation
changing U.S. industrial relations? My reading of history
suggests: not. k '

Labor-management committees have functioned in
only a relatively few collective bargaining relationships.

As Sumner H. Slichter concluded more than 40 years

ago: “In industry as a whole, the number of unions
pursuing the policy of systematic cooperation. is
small . . . The traditional view of unions is that getting
out production and keeping down costs is the employer’s
. Unions had been bitterly opposed by
most employers and have had to fight for the right to
exist . .. Employers have not desired ‘their help.”!®

. In general such labor-management committees appear
to arise in response to threats to economic viability and

. JOb opportumtles provrded by the enterprise, locality, or
- sector, or ufider circumstances of special challenges and
wr;h the leaders,hlp Qf dedicated personalities-who have

the capacity to command unusual support in; their

Tespective organizations. Dramatic technological and

market changes, a long work stoppage, the growth of
competitive ’i‘mports, or other- threats also have led to
joint - committees. - .. The times when labor and
management have cooperated over the years have been
times when economic difficulties threatened the viability
of both parties, as when international tensions necessi-

tated cooperation in the interest of national security. In

these periods of crisis, collective bargaining alone had
proved to be an inadequate forum for addressing each
and every pressing issue.”'® Slichter saw the main field of
committees to be “in the high-cost establishments when
equipment is semi-obsolete or the management is poor
and where the union needs. to do somethmg to help its
”17
Historically, labor-management commlttees have had
limited life spans, much shorter than collective bargain-
ing relationships. The central problem the committee was
des1gned to consider may be resolved or pass; the special
leadership may leave; the circumstances may change and
a new set of urgent issues emerge; the vital neutral or the
government official may disappear; or the willingness of
both parties to cooperate may be undermined by internal
considerations. The committee may vanish to be reincar-
nated with new leadership concerned with new problems.
. Contrary to much. recent writing, labor-management
committees are not a recent development. They go back

to the early days of ‘collective bargaining in this country
-and in England. The interstate joint. conference in

bituminous coal mining,'® the conciliation arrangements



: between the Bncklayers and: the Mason Contractors in
New York, Chlcago, and: Boston 1 and the 1mpart1al_'}

‘umpire 1nst1tut10n in’ the clothmg 1ndustr1es, going back
as far as 70 or a 100 years, resemble joint committees:in
their attention to the basic problems of a sector and their
discussions of cooperative means of meeting these issues,
in -addition to the functlon of negotiating collectlve
agreements : »
- Labor-management committees and the1r leadership
on both sides are often plagued by internal tension ' in
~their choice between cooperation arid: conflict. Labor
leaders can-* readlly be undermined: 1n thelr unions by
policies, statements, and appearances that convey that
they are too-collaborative or too: responswe 10 manage-
ment; they have sold out to management. Management
" members of joint committees likewise have inhibitions
denved from long-held prmclples and attitudes relatmg
to sharing conﬁdentlal data and compromising manage-
ment prerogatlves ‘The moderation or abandonment of
traditional - attitudes and procedures may prove to be
adverse to the status of leaders. of both sides. Thrs
problem is most sensitive and dehcate .

It may be: Well also to remember that there are ap-
proximately 60,000 enterprises in the “United  States,
excluding those in agriculture, private households, the -

self-eniployed and the public sector. About 30 percent of

these enterprises have fewer than 25 employees and only
42 percent have more than 500. employees. Stated in
terms of employees, 21 percent ' of employees arein
workplaces with less than 20 employees, 20 percent with
20-99 employees, 12 percent with 100-499 employees,
and 47 percent in enterprises with thore than 500
employees. These numbers indicate how. decentrahzed
and dlffused are U.S. workplaces, and how unlikely it is
for “a new . industrial relations system” quietly -and
Wlthout notice to take shape in the country. Moreover,

small enterprises are likely to be partlcularly resxstant to :

’partlclpatory management

‘What does all of this say about the present state of
industrial relations and about the future? 1 offer these
conclusrons '

!According to the “New. Industrlal Relatlons,” Business Week May

11, 1981, p. 85: “Quietly, almost ‘without - notice, a’ new industrial

relations system with a fundamentally different way of managing people - .

is taking shape in the U.S. Its goal is to end the adversarial relatlonshlp
that has grown between management-and labor and that now threatens
the competitiveness of many industries.” An academic formulation that
in. important- respects mirrors the same- perspective is Thomas A.
Kochan, Harry C: Katz; and- Robert'B. McKersie, The Transformation
of American Tidustrial Relations (New York, Basic Books, . Inc.,
Publishers, 1986), p. 227: “We see the currént moment as ‘oné of those
histori¢ -periods - of - transformation - in- : which -existing institational

structures have been challengeéd and opened up to experimentation in
ways that allow considerable «choice in‘how to reconstruct-and modify-

FOOTNOT ES-

in Canada (Toronto, Macm1llan Company of Canada, Ltd.,

Perspective on the future

Thene are significant new elements in the econommic
_environment; A period of -a’ bizarre macroeconomic
setting ‘is’ hkely t0 yield to a more settled environment
that is. much more vulnerable to international pressures.
Longer term, new elements in the demography exert
1nﬂuence .aging, women," Hrspamcs, educational levels,
and geograph1cal shifts; with- new workplaces and indus-
tries. Technology changes skills and stability of employ-
ment. Deregulation has afflicted a few sectors. The
political climate is not likely to remam in the mold of the
ﬁrst half of the 1980’s. . :

- A ‘number of developments of ‘the early 1980’s are
revers1ble and are passing, such as two-tier wage and
salary schedules, lump-sum payments and escalator
clauses: , ' :

The" era has seen labor dlrectors 1n a few: enterprises,
but this tendency is not likely to‘expand. There have been
_new centers of concern such as health care costs, health
for retirees; occupatronal health and: safety, quality of
output dru atid alcohol abuse, family issues such as day
C: ( klll training, particularly in large. enterprises
requmng substantxal out-placement of emponees‘ These
~latter interests are likely. to persist. .. :

There has- been no massive: shift in.the methods of
management no wide adoption of worker participation
in management nor dimunition of management hostility
. to labor. organizations. Instances of labor-management
cooperatlon or joint-consultation are significant, but they
-are. relatively rare as they have been hlstor1cally The
concern over sharing information and the difficulties of

‘participatory 'management are overcome in circum-

stances that ‘threaten survival. Union leaders are con-
~cerned about being : too collaboratlve as seen by
constituents ‘who elect ‘them."

" The basic features of U.S. mdustrlal relatlons arrange-
ments: have not been altered, although the output of the
system may be expected to change in. the new environment.

* The labér movement in the United States is here to stay.
Itis adapting its methods to the new environment; already
we have seen the reversal of a number of prominent losses
and the penetratxon of some new ﬁelds - |

them to best serve the mterests of workers, employers, and society in

. -general

’H.D. Woods and Sylvra Ostry, Labour Pohcy and Labour Economics
1962),
. 497:“In every. epoch of history, men are convinced that theirs is an
age -not: merely of tramsition but of profound transformation.”

3Bureau of ‘National Affairs, Daily Labbr Report, No. 196, Oct 13,

‘1987, pp. Bl—B2 ‘Also, sée “National Mediation Board Report on Two-
“Tier Wages in Alrlmes,” Bureau of Nat1onal Affairs, Dazly Labor

Report, No ‘116, June 17, 1985, pp. D1-Da; -and Sanford M. Jacoby and
Daniel J.B." Mitchell, Management Amtudes Toward: Two-Tier- Pay
Plans "An Analyszs, 1985.
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