Wage adjustments i

’

n contracts

negotiated in private industry in 1987

Many of the measures were up slightly

from the historic lows of last year;
time will tell if this merely reflects

the mix of industries reaching agreement,

S

or if the declines that began in 1982 are reversing
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Average wage adjustments under major collective bar-
gaining settlements in private indusiry were somewhat
higher in 1987 than the historic lows of 1986. Specified
adjustments (the net effect of decisions to increase,
decrease, or not change wages) for the 2,049,000 workers
under 1987 settlements averaged 2.2 percent the first
contract year and 2.1 percent a year over the contract
term. (See table 1.) These adjustments were next to the
lowest ever registered by the Bureau of Labor ‘Statistics’
20-year-old series on major contract settlements covering
1,000 workers or more in private industry.! This was the
sixth consecutive year in which settlements provided
record or near-record low adjustments. (See table 2.)
The 2.1-percent average annual wage ad justment speci-
fied over the term of 1987 settlements was the same as in
the contracts they replaced, which typically had been
negotiated in 1984ior 1985. This is the first year since this
comparison was introduced in 1981 that settlements did
not call for lower adjustments than the contracts they
replaced. (See table 2.) '
The Bureau also measures compensation (wage and
benefit costs) adjustments in settlements covering 5,000

workers or more. In 1987, compensation -adjustments
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‘averaged 3.0 percent in the first contract year and 2.6

percent annually over the contract term. (See table 3.)
These adjustments also were higher than the record low
averages in 1986.

Replaced contracts

In 1987, bargainers replaced contracts that had pro-
vided total"effective wage adjustments (specified adjust-
ments plus cost-of-living adjustments) of 2.6 percent a
year. About the same time that most of these contracts
were in ‘effect (between December 1983 and December
1986), the Consumer Price Index for Urban Wage Earners
and Clerical Workers (CPI1-W) also rose 2.6 percent a year.
Inflation, therefore, was not a prominent concern among

‘bargainers, even though the CPL.W increased 4.5 percent

during 1987, compared with 0.7 percent in 1986.
Total wage adjustments were smaller, on average, under
contracts that were replaced in 1987 than under those
replaced in 1986. This was. the fifth consecutive year in
which this occurred, reflecting recent declines in both

specified wage adjustments and cost-of-living adjustments

(coLA’s). coLA’s declined because of the slowdown in the
rate of inflation in the last few years and the drop in the
proportion of workers under major agreements with cora
clauses. COLA coverage fell from 57 percent at the end of
1985 to 38 percent at the end of 1987.
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. Settlements m 1987 f{'i

tions were: 1nf1uenced by- competrtrve pressures from
abroad. In others (partlcularly, construction and food

‘Stores), regional conditions, such as the strong economy.
_in' New England and the weak economy in the South :

“Central States, played a dominant role.: .
About 1,490,000 workers had ﬁrst-year X

, v ne-thrrd of those cov—
ered by ma _]OI’ agreements in prlvate rndustry, were. under«
1987 settlements Terms were mixed, reﬂectlng condi-
tions in the varlous 1ndustr1es In some industries (for,
example, steel and automobrle manufacturlng) negotla- :

E Subsequent increases for 259,000 worki rs‘ wrth 'f‘rrst
year wage decrease or freeze will yleld a net gam over he
contract term Thus, by the end of thelr 1987 agreements,
1,749,000 workers w1ll recelve average annual wage‘

: 'mcreases of 2.6 percent 221, 000 will experrence no wage.
change, and the remalnder will have an average decrease
oc - 7 percent a year. Wage i increases and freezes werec
negotlated in a variety .of 1ndustr1es cuts, however _were g
concentrated in retail food stor . steel ma" ifacturing;

‘and: constructron i i

Table 1. Wage ad;ustments in collectwe bargamlng settlements coverlng 1000 workers or more m private
industry, 1987 k S
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A o e e L ‘Average | s
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: | adiust: 4 Capoye | adjust- | (thou i ‘adiust- | (thou- | adjust- | (thou- -
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A7 475|280 4t | o
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Lump-sum payments :
Contracts covermg 1,063, 000 workers, or 52 percent of

" the total, prov1ded lump-sum payments. (See table 1.)

Such payments are typlcally made: instead of, or to
supplement, wage increases, or are used to offset’ wage
cuts. Lump-sum payments are excluded from the adjust-
ment data in the major collective bargalnmg series. Wage

adjustments for workers under settlements providing

lump-sum payments averaged 1.2 percent annually over
. the contract term, compared with 3 percent under

- settlements without lump sums. About nine-tenths of the
workers with the provision in their 1987 settlements also

will receive wage increases over the contract term. Lump :

sums were negotiated in a variety of industries, but were
found primarily in automobile manufacturing, retail food
stores, and truckmg

COLA clauses

. Settlements with cOLA clauses covered 920,000 work-
ers, or 45 percent of those under 1987 settlements. COLA’s
are designed to adjust wages based on changes in
consumer prices. The amount of the adjustment depends
on the formula: used to link price and wage changes, the
timing of COLA reviews, and possible limitations on the

amount of COLA changes. Generally, coLA’s do not
recover the full' amount of the percentage change m

pr1ces

Almost all of the coLA clauses use the U.S. city

average CPI-W to adjust wages; only a few use the cpI for
a locality. The most-common clause calls for a 1-cent
wage increase for each 0.3-point or 0.26-point increase in
the index, and for quarterly reviews -of - price change

' Potential wage changes resulting from cOLA clauses
that depend on future changes in the cPI, unknown at the
time of settlement, are excluded from settlement data.
Wage changes from COLA’s are included in the “effective
wage adjustments”. data. “Guaranteed,” or minimum,
COLA payments specified in the contract are included in
settlement data, but such payments are not considered
COLA’s because they are determined at the time the
contract is reached and do not depend on the movement

“Table 2. Specified average. wage adjustments in prlvate
industry settlements reached in 1982-87 and in
previous agreements
+[In percent]

Settlements reached. N - .

in year Previous agreement E

Year To n . > - he. |

ver-the- ver-the-

First year life First year life |
3871 .86 8.5 6.6
26 28 93 | 68
24 2.4 . 5.9 49

23 27 3.9 3.7

1.2 1.8 35 3.2
R - 20 21

Table 3. Average eompensatlon (wage and’ beneflt
costs) adjustments: in settiements: covering 5,000
workers or more in private industry, 1987
Annual -
: ) First 'year agj: ::nl:fe:t Workers
Industry ~ [adjustment| " of (thou-
) o (percent) . contract - sands)
(percent)

AN Industrios ..o 30 26 1,316
With: coLa clauses........ 32 ] 23, 778
Without cota, clauses. 2.7 ‘29 537

‘Manufacturing............... Ll 31 e 705

- With coLA clauses.:.:. i34 - 20 546
“Without coLa clauses. 2.1 23" 169

-"Nonmanufacturing ..., 2.9 3.4 611
With coLa clauses: C 27 3.2 232
Without cota clause: 3.0 31 379

All ‘industries, excluding . ) .
construction ........... i 2.8 23 1,195
Nonmanuftacturing, excluding . R
construction -......ccccevuiinans . 2.4 2.7 490
Construction .. ve..vuuiveiveeeivnennns 4.9 4.6 121
Goods producing .. i 34 - 24 826
.- ‘Service: producing - 24 2.7 ' 490

of a price index. Paynlents above the 'speciﬁéd amount

~ that are contingent on changes in the CP1, however, are
.treated as .COLA’s.

- Wage adjustments avera'gvcd 1.5 percent annually over
the contract term in settlements with coLA clauses,

- compared with 2.5 percent in settlements without. coLA

clauses were found in a variety of industries, but were most
prominent in transportation equipment manufacturmg
COLA clauses were dropped or suspended in settlements
covering 79,000 workers (57,000 of them were in the steel
industry), -or 8 percent of the workers under - 1987
settlements who  had such clauses in their- previous
agreements. In,contrast,»only 5,200 workers had ‘cora
clauses established during the year. These developments
contributed to lowering the proportion of workers under

. major private industry bargalnlng agreements with coLA

clauses from 40 percent at the'end of 1986 to 38 percent at

the end of 1987. :
coLA clauses and lump-sum pay provisions applied to

substantially larger proportions of manufacturing than of

* nonmanufacturing workers under 1987 settlements. In
-manufacturing, seven-tenths of the workers were ‘covered

by coLA’s and three-fourths by settlements calling for
lump-sum payments; in nonmanufacturing, corresponding

proportions were one-fourth and one-third. Specified wage
~ adjustments (excluding COLA’s and lump sums) over the

contract term averaged 1.2 percent annually in' manufac-
turing, compared with 2.7 percent in nonmanufacturing.

Back- and front—loaded contracts.

Contracts whrch call for lower specified wage ad_]ust-
ments in the first year than i in. subsequent years (back-

- loaded contracts) covered about 26 percent of the

2,049,000 workers under 1987 _settlements. This ;cost-
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curbing practice of delaying wage increases was rare in
multiyear settlements reached before 1983.

.. - Back- loaded settlements prov1ded wage ad_]ustments
averaging 0.1 percent in the first contract year and 2.3
percent annually over their term. Of the 532,000 workers
under back-loaded contracts, 252,000 had wage freezes in
the ﬁrst contract year; 201,000 received smaller increases
in. the first year than in followrng years; and the
‘remalnder had wage cuts in. the first year, but no
additional decreases over the term of their multlyear

~-agreements. The largest numbers of workers under back-

loaded contracts were m constructton and reta11 food
stores

ments were covered by front-loaded contracts (those with
larger wage adjustments in the first contract year than in
later years). Wage adjustments in these contracts aver-
aged 3.6 percent in the first year and 2.3 percent a year
over the life: of the contract. Nearly ‘one-half- of* the
workers under front-loaded settlements were in transpor-
tation equipment: manufacturing. .

.The remaining workers under 1987 settlements were
covered either by 1-year agreements or multiyear con-
tracts providing equal wage adjustments each year.

Ma_]or negotlatlons

- Following are descriptions. of .1987  settlements that
covered the largest number of workers.? These were in
transportatron equlpment manufacturlng, construction,
retail food stores, United Parcel Service, and prlmary
metal manufacturrng :

Transportation equtpment Approximately 574,000 work-
ers were govered by 27 settlements reached in 1987 in the
transpox‘tatron equipment manufacturing industry. They
accounted for almost two-thirds of the workers under
settlements in manufacturing. The United . Automobile
Workers settled with Ford Motor Co. in late September
for 104,000 workers, and with General Motors in early

_ October for 335 ,000 workers These two contracts cov-

ered more than three-fourths of the workers under 1987
settlements in the industry. Most of the remaining
workers were under settlements between the United
Automobrle Workers and- Rockwell International Corp.’s
Aerospace Group, McDonnell Douglas Corp., General
Dynamics, and other aerospace manufacturing firms; and
between the United Steelworkers and Newport News
Shipbuilding and* Drydock - Co.

The 3-year pacts negotiated at General Motors and
Ford provided an immediate 3-percent-general ‘wage
increase, as well as lump-sum *“performance bonuses” in
1988 and- 1989 equal to:3 percent of:the prior -year’s
earnings. The contracts retained - the- COLA " formula,
which provided quarterly adjustments of 1 cent. for ‘each
0.26-point movement -in the CPL ‘
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‘About 55 perc'ent ‘of the ‘workers under 1987 settle-

‘Overall,” wage adjustments in" transportation “equip-
ment settlements averaged 2.3 pércent in the first con-
tract year and 0.9 percent annually over their term. More
than nine-tenths of the workers under these settlements
are covered - by .contracts containing either lump-sum
provisions - or..COLA clauses, or. both.

Constructzon Wage adJustments under settlements i m the
construction industry (covering nearly one-fifth of the
workers under all 1987 settlements), averaged 2.9 percent
in the ﬁrst contract year and 3.1 percent annually over
the contract term, and were higher than in all other.
mdustnes None of the settlements had lump-sum provi-
sions, and only a few had cora clauses Reﬂectrng
improved economic conditions in some areas, the average
settlement specified . larger wage adjustments than the
contract it replaced, in which specified adjustments
averaged 2.0 percent in ‘the first year and 2.4 percent a
year over the term.

The size of settlements reﬂected the role of local
economic conditions’in the industry’s negotiations. The
largest increases were negotiated in New England and the
Middle Atlantlc Statés, while wage cuts were negotiated
in the economrcally depressed South Central region. The

followmg tabulation shows. the average wage adJustment

(in percent) negotlated in the constructlon 1ndustry in
1987 by Tegion: .

Annually,

: “over life:of
. First year. . . contract
All 1987 constructron o
- settlements. ... i niais e e 29 3.1
~ Northeast.......... Vi s 50 T 530
New England ....c..oovvininn see 5.5 - 55
Middle Atlantic .................. 4.8 5.2
MIAWESE vivveeirriirerinerinnenneens 24 2.5
- East North Central ....... siaee 0 230 2.6
West North Central ............. 14 L5
South.......oveeiiili [ —~1.1 -9
South AHANLC ... ereearerrnnns 2.3 T29
South Central.............. e iveeen -4.5- o 4T
West i, R SN 1.4 1.6
Mountain ......cooivennernerenensss e ) g
“Pacific....oien e e 1.7 2.0

Interregional O P S 2 2

* The size of settlements also varied by type of construc-
tion. Annual wage adjustments: over the life of “the
contract averaged 3.7 :percent in general building con-
struction, 3.0 percent in special trades, and 2.2 percent in
general construction, other than building.

Retail food stores. The 1987 settlements negotiated: in:
food stores specified lower average wage adjustments
than the contracts they replaced. Adjustments averaged.
0.5 percent in the first contract year and 1.6 percent
annually over. the life of the agreement, compared with



Almost 50,!“ workers had t el
under terms of therr 1987s

of wage’ mcreases : ;
’ Overall contracts for two-thlrds of the wor ‘,

a 3-year nat1ona1 accord 1n 1987 An 1dentrcal settlement :
for 4,800 workers in Ilhnors and Indlana was negotlated N

separately at the same tlm'

‘and $500 for 'part—tlme ‘work
r ‘1 of 1988 an |

‘ annual adJustments ~~When the formula ‘ylelds pay 1n-‘
creases - that exceed the guaranteed pay  hikes plus m-?

creased payments for ‘health and welfare ‘benefits.".
The settlement also phased ‘out the “two t1er” wage

scales established by previous - contracts, S0 that all

employees - can reach the same- maximum job rates.

However, the new wage schedule lengthened the per1od o

required for new hll‘CS 1o progress through the rate
structure. : '

Primary metals. The 1987 settlements in the prrmary e Lo
”Wage adJustments effeetwe in 987

metals industry (coverm' ' st 6() 000 steel and alumi-
num: workers) continue:
freezes that began in 1

vided average wage adjust

he 1987 settlements ‘pro-

Table 4. Average effe justment .in
collective bargaining overlng 1,000
workers or more, 1979—87 i
[In percentl :
: : , seurce
SO Total 4 f o arred froml
Year | adjustment | New e ] ek
; agreements agr‘eements g
" 30 31
35 28
38" 3.2
.36 . 14
25 6
200 .9
1.8 Ll
CAT 2
1.8 B

fsettlements in pr,lmary metals mclu

- worked or tied to company profits.- Four ste

attern of wage cuts or-

,ents of -3.2 percent in- the

first year and 0.8 percent a year over the term of the

o agreements st

Prxor 1o ’1986 the largest steel compames bargamed

Jere 1987 settlements
: Sorp. (formerly U'S. ! r
Allegheny Ludlum Industries, Inc., in" March' and LTV

; Steel Corp in. September-—and two smaller compames

Mter a 6 month work stoppage, USX Corp and the :

lump -sum ‘payments. Some workers will re
amounts. For others, payments will be 't

~ suspended their coLA clauses for the term of the'k
agreement but kept the contract language mtact The

Wage ad]ustments put 1nto effect in 1987 averaged 3 1

components (1 settlements reachedk lu 'ng the year, (2) >
deferred changes made under agreements reached prior

L put mto effect
in 1987 averaged 3 6 percent for the 5 4 million’ workers

who recelved them. A {but »2 percent of those wrth wage
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Workers

Amount .of
(thousands) change (percent)
Total ..i.ovoivoieeereeneneieas e swE 36 | |
TRCTeases. . cv o s i "‘5,,‘231,‘ o3
From 1987 settlements 1,535 35
Defe‘rred‘from ’prror o 3,537 - 33 )
agreements. ..o o, ’
-From COLA ... uvvvenin i 1,277 2.6
~ Decreases ... T e 96 -79
“'From 1987 settlements ~'85 —_8.6 .
" Deferred ,from prior ‘ 10 _4’1 :
- agreements..... PRI ‘ L

From COLA ............. el -0

Some workers received pay chianges from more than one
source; thus, the sum of the number of workers receiving
wage changes from each source does not equal the total.

Of the 2,077,000 workers who had cost-of- living

reviews in 1987, 1277000 received . average ‘COLA in-

creases of 2.6 percent Reviews for the rest of the workers
yrelded no wage change because the cPI did not change
enough to produce one. Wage adjustments stemming
from COLA reviews in’ 1987 averaged 43 percent of the
price change during COLA review penods ' ~

- Effective wage. adjustments. in major collective bar-

)

gaining agreements are | eflected in the Bureau’s Employ-

ment Cost Index, whlch provxdes data' on changes in
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labor costs for both union‘and nonunion workers and in
establishments of all employment sizes:. Dunng 1987,

‘wages rose 2.6 percent for union workers, compared with

3.6 percent for nonunion workers, contmumg a relatlon-
Shlp that began in 1983. ~

MANY OF THE ' WAGE - ADJUSTMENT STATISTICS for
collective bargamlng agreements. in 1987 -show slight
increases over historic lows recorded a year earlier. The

tdlﬂ’erences between 1987 and. 1986 averages were smaﬂ

however, and 1987 adjustments were frequently lower‘
than those ‘observed for 1985.: Furthérmore, the settle-

© . ment data reﬂect the changlng mix of mdustrres» and
~fitms that reach agreements each year. Therefore; more
‘time must-pass before it would be appropriate to assess
-whether the decline in the size’of settlements that began
in 1982 was reversed or even halted in 1987: =+

- ———FOOTNOTES

k 'The major collective bargammg agreement series for private 1ndustry

covers 6.3 million workers in bargaining units ‘with atleast“1,000

_workers: For definition of térms, see “Curtent:Labor Statistics” ‘section:

of the Monthly iLgbor ' Review. Additional tabulations from this séries
are.in the March. 1988 issue of the Bureau of Labor. Statistics periodical
Current Wage Developments, which also contams data from a s1rmlar
geriés for “State and local government :

2For ‘more: detailed inforination on’ 1987 bargaining developments, see-
George Ruben, “A review of collective bargaining in 1987, » Mom‘hly

Labor Rewew, January 1988 pp: 24-37:




