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ABSTRACT
Bargaining over work rules is in most cases superior to not doing so. However,
Bnnsh evidence suggcsts that not all firms and unions undertake such bargains. Th1s'

paper explores the apparent contradlctlon by developing two modcls of bargaining over

~ work rules: one model concentrates on economic pressures (' survxval") while the other

emphasises the importance of cooperation between the firm and the union ("strategy").

The results from probit regressions run on data from the 1984 Workplace Industrial
Relatlons Survey offer two possible 1nterpretat1ons the first is that union strength,

' su"ategy and surv1val are all s1gmﬁcantly correlated with the scope of bargaining; the

second emphasises the role of economic pressures, putting Tittle welght on strategy and

union power.




STRATEGY AND SURVIVAL IN BARGAINING OVER MANNING LEVELS: ~
SOME BRITISH EVIDENCE

Andrew Clark*

- 1; Introduction |
The popular "Efficient Bargain" model of firm-union b.argaining requires that
there be bargaining over the level of employmcnt as w.ell as over wages. This
‘requirement is not .supported' by the eﬁlpi;ical éviden_ce. wa_ recent surveys (Oswald \
| 1987 and Clark and Oswald 1991) have f_ouﬁd that only a small minority of unions .
rcported bargaining over employment 1 The Iéi_tter of these surveys also asked ththcr
unions usually bargain over working 'p.'rac_:tices (such as dema_i'cﬁtion and crew size).
The results indicate that a large majorify of unions, over 90%, report such bargains (the
prevalence of bargaining over working préctices_ is also diséusséd iﬁ recént papers by
Boakes 1988, Ingram 1991, and Roots .1986).. Given thét'wages are bargained over in
most cases, bargains over wages and working practices would-appear to be more
realistic than bargains which involve wages and employment.

Two recent papers (Clark 1990 and Johnson 1990) have analysed bargains over
wages and a specific work practice, the 'crew size’ or labour-capital ratio, and conclude
that such bargains are usually Pareto-superior to bargains over wages only. However,
not all firms and unions appear to take advantage of the efficiency gains from these
types of bargain. Results from the British 1984 Workplace Industrial Relations Survey
(WIRS2) show that manning levels were regularly bargained over at only 55 per cent of
establishments where trade unions were recognised 2.

Section 2 of this paper attempts to explain why some firms would usually

bargain over work rules and others do not. Two rationales for bargaining are examined:

- firstly, that a threat to the ‘survival' of either jobs or the firm itself méy push the firm




.

and the union into such a bargain; secondly, that the two sides may realise that it is
good 'strategy’ to bargain over work practices, as both sides benefit.

Section 3 evaluates the relevance of these two models using data from WIRS2,
the ncgotiation of work rules bcing measurcd by the incidence of bargaining over

manning levels. One reading of the probrt regrcssmn results suggests that all of union

. power, surv1va1 vanables and strategy vanables are. assoc1ated with bargammg over .

manning levels: another account hlghhghts the 1mportance of survival variables and

plays down the role of union power and strategy variables. Sectlon 4 concludes.

2. Bargammg over workmg practices

This section describes two instances which are hkely to be associated with firm-

- union bargaining over work rules. In the first case firms and unions have a_partnersh1p
that emphasises the joint negotiation of issues for mutual benefit, r&tther th_an an
adversarial relétionship: firms and unions that 'get on' are more likely to bargain over
- work rules. In the second case this bargain is atypical ‘and its appearaﬁce is presaged by
some kind of thréat__to the firm and/or the union. To use the phraseology of the TUC
(1985) we may call these two typos of bargains the 'strategy' bargain and the 'survival'
bargain respectively 3. The first scenario is characterised by a sense of joint purpose
between the firm and the union, while in the second bargaining is linked with 'bad
times' of one kind or another. The remainder of this section considers further these two

scenarios, starting with survival.

2.1 Survival

Firms and unions in this situation do not typically bargain over working
practices but are forced into changing their behaviour by economic pressures. This
concept has proved popular in the relevant literature. For example, Mitchell (1982)

concludes from his study of changes in working practices that the

“imminent closing of plants, layoffs and bankruptcies motivated
the agreements." [p.169]
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This sentiment is repeated by Metcalf (1988) in his explanation of the UK's 1980's
productivity boom,
"The fear of bankruptcy around 1980 and 1981 led, on the
employers' side, to an assault on over-manning and other restrictive

practices. Employees, often fearful for their jobs, were prepared to
work harder."” [pp.19-20] - L -

Other recent peftinént az:tic}e's i_nciude Batstone ez al (1987), Brown and No_lan _(1’988),
Capelli (1982, 1983), Capelli and Sterling (1988), Dertouzos et al (1989), Kaufman
* and Martinez-Vazquez (1987, 1988), and Machin and Wadhwani (1991) 4,
: We consider the impact of adverse economic conditions by splitting the survival
~category into thrcé: survival of union jobs, survival of a worker's own job, and
survival of the firm, | |
| '_ Survival of ynion jobs -
: We have assumed that the firm and the union do not fypicajly neéotiate about
- working prac'tices,rrb_ut that a shock makes them do s6. This typclof dichotomous -
' ;béhaviour can be generated by models With kinks 1n one or mofe_ of the agents’
objective functioﬁs. Osﬁvald (1985) and Carruth and Oswald (1987b) consider the’
motivation for kinks by pointing out a qualification to two popular union utility
functions - the Expected Utility function and the Utilitarian Utility function. When the
relationship between employment and union membership is considered explicitly,
indifference- curves that are kinked, in wage-employment space, at the level of union
membership, M, result 5. If employment (N) is less than M then the union is willing to
trade off wages for employment, because some union members are unemployed, so
union indifference curves are negatively sloped. However, if employment is greater
than M then all union members are employed and the union only cares about wages, so
that indifference curves are flat 6. The interaction of demand shocks with these

indifference curves generates a model where bargaining behaviour is influenced by the

economic environment,




_4-

Assume a conventional labour demand curve which is a function of an
exogenous demand parameter, &. If a negative (positive) demand shock is received by

the firm then the labour demand curve shifts to the left (right). The two possible

outcomes are illustrated in Figure 1, where isoprofit curves are labelled wj and

| indifference curves are labelled I1 If employment is | greater than union mena_befship the

.labou'r'demand curve cuts the indifference curves in their flat 'portiori- in this case the.

un1on ‘does not care about ernployrnent SO the contract curve, CC, where 1soproﬁt--'

curves and indifference curves are tangent, is c01n01dent with the labour demand curve,

dd, as discussed by Oswald (1987).

When 'bad times' occur the firm's labour dernand curve will move to the left. In

~ order to make a point, assume that this movement is large enough to ensure that the

'labour demand curve cuts the 1nd1fference curves in their upward sloping regmn In

th1s case the unlon cares about cmployment and the contract curve then has the more

farmha_r fonn as shown by the curve C'C'in Flgur_e__ 17 As discussed above, there is

evidence that firm-union bargains rarely cover the level of employment,'hdwcver the

union can affect employment by bargaining over working practices, such as manning

levels. Any degree of working practice affects the value marginal product of workers
and therefore the firm's labour demand curve 3. By weakening existing work rules the
union can ensure that the profit-maximising firm hires more workers at any level of
wages. The survival threat brings about bargaining over work rules, via the threat to
employment. The union is trading off employment for workers' effort: jobs are saved
by easing restrictive working pfactices.
Survival of an individual's job.

Shocks may also lead firms and unions to open (or reopen) discussions on
manning levels via an individual's desire to protect his/her own job, while remaining
indifferent to everyone else's employment. This model requires that there be a definite

ranking of job rights which all employees are aware of, such as the seniority system

(see Oswald 1985 and 1987), whereby workers know that redundancies will be made
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on a 'Last-In, First-Out' basis. Alternative rules based on age or any other ordinal
characteristic can eastly be imagined.
In this type of model the union's utility function is usually derived by the.

median voter rule 8, If the median voter has a job right such that he or she is

unemployed if employment in the firm falls below Ns_,_then the union's indifference

curves are as drawn in Flgure 2. The nicdian vofEr'Wili be unemployed everywhere in o

region A, where employment is less than N, thus A is an indifferénce zone for the
union. For all N = Njs the median.-voter is employed and since utility is then only
defined over wages, union mdlfference curves are flat.

The msnganon of concession bargammg to save the worker's (median voter's)
own job is s1m11ar to that to save union J_obs discussed above. As the firm's labour
. demand Cur;/e shifts leftwards there is a sudden change in the union's objectives. In
Figure 2 the shift from dd to d'd' implies that the firth would choose employment less
than Ng for all wages above w*. To protect his/her own job the median voter will now
be in fﬁvour of relaxing customary. erliing 'prac&ées .t_o shi_ff the firm's labour demand
cur?e to the right. |

This is certainly a plausiblc story, and it-is easy to imagine workers being
pushed into concessions by the prospect of losing their own jobs. Mitchell (1982)
reasons that this threat is partly responsible for the different impacts of the 1973-'75
and 1979-'81 recessions on working practices. In the former he argues that there were
not many concessions because of

"the failure of the 1973-'75 recession to produce widespread
threats of permanent job loss to senior workers" [p.176]

t

whereas,

"major concessions were possible in the period beginning in
1979 only because aggregate demand restraint and other, competitive
developments ...... pushed industries to the point that permanent job
losses to senior union workers were threatened.  [p.201]
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Concession bargaining need not only involve changes in restrictive practices. In Figure
2 the median worker's job can be saved either by a sufficient rightward shift in the
labour demand curve, or by a cut in wages to a level below w*, Recent papers by
Bl_anchﬂower (1991), Carruth and Oswald (19872 and 1989) and Rees (1989) discuss
wage moderation and the threat of uﬁemi)loyment. |

‘Survival of the firm -

In this last case wc'consider a ci:cumstance which threatens the existence of the
' firm itself (or, if a multi-plant firm, of one plant). This form of threat has long been
recogﬁised by economists, being discussed in papers by Grecnbérg (1968) and Juris
(1969), as well as more recent work by Wendling (1982) and Marsden and_Thompso_n
(1990). " |

The story is assumed to unfold as follows. Over a number of years, negotiation
over manning levels, plus habit, have led to a set of formal and informal work rules.
These rules will not necessarily be bargaiﬁcd over at all regularly, but they .will stiil be
in force 10, As long as economic pressures are 10t 100 great it may not be in the firm's
interest to chdnge:thése rules. They cause inefficiency in 'productioﬁ, bﬁt the firm can
still make a profit even operating under thése cons&aints. Any attempt to abolish or
weaken the working practices may result in coéﬂy industrial action.

However, when bad times occur, so that the firm is making a loss, the firm has
nothing to lose by trying to change such rules. Moreover, the union will be a willing
partner in these negotiations if it realises that work rule concessions may avoid plant
closure. The firm and the union will both be in favour of concessions if both sides are
better off with the firm in business than if the firm were to shut down. The threat to the
firm's survival, and the loss of jobs that this would entail, incites the firm and the union
to bargain away some restrictive practices.

This survival scenario is & more emphatic example of the situations discussed in

the two previous cases. As opposed to some union jobs going or some workers losing

their jobs, it is the entire workforce that is at risk here.




2.2 Strategy
Economic pressure is not the only route to bargaining over working practices.
Regular discussion of issues of mutual interest may resuit from what the TUC (1985)
calls 'strategic plans', which arise from 'negotiation and agreement rather than macho
management' 11, The pbssibility of consensus in firm-union rciziﬁons has been noted
by Atkmson (1987) Golden and Parker (1955), Greenberg (1968), and Kelly and_
~ Kelly (1991), also by Mltchell (1982) who points out that, |
"A peculiar- blend of cooperative rhetoric and tdughncss has
emanated from management. Management has been able to take a hard

line - 'take a cut or we close the plant'. But there has also been
discussion in industrial relations circles of the need to cnd the 'adversary

relationship'." [p.169] 12

An early discussion of non-adversarial relationships is found in the writings of

| M.ary Parker Follett (see Metcalf and Urwin 1941),

: "If we want a settlement which will mean progress, greater

~ success for our business, we shall try to include the values of both
sides, which will give us more than the values of the two sides added
tocether " [p.201]

An application of this principle to industrial relations can be found in Kahn-Freund
(1954), where it is argued that the joint enforcement of collective standards is the
natural result of the evolution of the relationship between the trade union and the firm.
Later work by Sherif (1962} and Blake and Mouton (1962) also emphasises the
importance of attitudes other than 'win-lose' between two parties. Both of these papers
discuss how conflict may be reduced and cooperation increased by the existence of

'superordinate goals'. These are described by Sherif (1962) as,

"goals which are compelling for all and cannot be ignored, but
which cannot be achieved by the efforts and resources of one group
alone. They require the coordinated efforts and resources of the groups
involved. The generalisation in this regard is: When groups in a state of
friction come into contact under conditions embodying superordinate
goals, they tend to cooperate towards the common goal."  [p.11]




Walton and McKersie (1965) describe these kind of bargaining opportunities as
integrative bargaining and claim that,
. "Integrative potential exists when the nature of a. problem

permits solutions which benefit both parties, or at least when the gains
of one party do not reprcsent equal sacrifices by the other. " [p.3] -

_ Th.is .is'.d.issirmlar to distributive bargaining, 'Which involves pure-conﬂicts of ihtérest
and is zero-sum. Integ'ratlve bargams have been discussed recently by Capelll (1983)
and Hunter (1988).

“This integrative bargain involves both .sides recognising that there is potential
for mutual gain if they negotiate over certain éﬁbjcpts. _Bargaim'hg over all topics which
both sides care .abo'ut‘is efficient; but a poor felat_ionship between the agents or poor
'_communic.:ation may serve to obstruct the bargammg that is necessary for such é. Pareto
: improvernent. | | . | |

Upon reflection, it may be that _tﬁer_e_ is an overall '_sc'hema 'érﬁbrac_ing both
strategy and survival bargaining, With the extent of the agents' sense of joint purp’oée
deternﬁning into which category each firm-union pair falls. With strategy ﬁrmé. and
unions realise that bargaining over work rules is a good thing, but in the survival case
they do not and it takes a shock for such bargaining to begin. Blake and Mouton (1962)
describe this distinction in terms of a 'superordinate goal' (see also Sherif's quote
above) as follows,

"If the goal is of sufficiently strong motivating power, such as
threats to survival or security, or a highly desired aim, group boundaries

may tend to disappear as the common goal becomes the focus of
organisation and joint effort.” [p.104]

Threats to firm and/or job survival may act as such a superordinate goal. The response

of firms and unions to superordinate goals may be permanent: a shock leading to

bargaining over manning, and thereafter this bargainihg becoming a regular feature in
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the style of the strategy model. Alternatively (and less optimistically) the response of
firms and unions to shocks may be short term, the bargain reverting to an apparently
Pareto-inferior type once the threat has passed 13 |

To assume that there are gains from negotiation and that they are more likely to
be exploited if :the two .sides get on is to as'sume ﬁraﬁenality. The fact that Indust;‘i'_a_l
Relaﬁons. ex'perts He\fe;'seeh‘ fit 10 devote time to the area of firm-union relations and
bargaining, as shown 1n the pre_ceding'. discﬁss_ien, suggests that either there is some
irrati.on'ality in this area, so that the firm-union relationship matters, or (perhaps more
attractivelyj that there are additional costs and .beneﬁts from bargaining that the simple

model assumed here does not cover.

3. Empirical Results,

The previous section split models of bargaining over manning levels into those.
that are motivated by surv1va1 and those that are mouvated by strategy. In this section
the empmcal relevance of these models is examined using data from a nanonally '
representive 1ndustr1a1 relauons survey.

The data used come from the Management questionnaire component of the 1984
Workplace Industrial Relations Survey (WIRS2), which was developed by the
Department of Employment, with the additional support of the Economic and Social
Research Council, the Policy Studies Institute and the Advisory, Conciliation and
Arbitration Service. The sampling frame for WIRS2 was the set of workplaces (defined
as 'places of employment at a single address or site') contained in the September 1981

Census of Employment. WIRS2 covered approximately 2000 establishments in both

the Public and Private Manufacturing and Service sectors. Further details of the WIRS2
survey are available in Millward and Stevens (1986).
The atmribute to be investigated is whether establishments bargain over work

rules or not. In WIRSZ there is information about barga.lnlng over one type of work

rule, manning Ievels 14 the format of the question is
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‘Are staffing levels negotiated with the union at the establishment?' 15

As this question is only asked of establishments with recognised trade unions (see
footnote 2), only these establishments have been selected for the empirical work, Also,
as not all establishments 'were asked a11 of the questions that are used to formulate the
- nght hand side variables (spe01ﬁca11y those relatmg to establishment performance) we
restnct ourselves to’ estabhshments in the private sector plus the producnon segment
- '(SIC_ orders 1 to 4) of the public sector 16, This yields a sample of 892 establishments,
which is equivalent to a Weighted sample of 710 establishmertte 17,

. A preliminary indication of the correlation between. survival vari‘et_bl_es and
- ‘bargaining over manning can be gleaned from the crosstabulations on weighted data
summarised. in Tablel. These crosstabulations suggest that there is a stat1stlca11y
si gn1flcant link between bargammg over manning and surv1va1 as measured by
employment stagnation (the absence of new hirings); there is also a relauonsh1p
between bargaining and firm perforrnance of the expected type, although the y2 stausnc
is not si gmﬁcant The table should be read as follows: 131 estabhshments in the private
sector, or productxon sector of the public sector, with recogmsed u'ade unions, |
experienced new hmngs. Of these 131, 63% had bargained over manning levels. In the
second row, 579 establishments had made new hirings, and of this number 45% had
bargained over crew size. The %2 statistic tests whether there is any difference in the
proportion reporting bargaining over manning levels when new hirings have occurred
as compared to not having occurred. A **' denotes that there is a significant relationship
at the 5% level and "**' denotes that the relationship is significant at the 1% level. The
significant relationship bettween hiring and bargaining provides evidence of a negative
relationship between employment growth and bargaining, as the survival theory of the

previous section predicts.
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Table 1
Bargaining over manning levels - crosstabs

Percentage reporting Number of
bargaining over manning levels Establishments (weighted)

No 63 13

‘New Hirings -~ Yes 45 : 579
_ - Al 8 710
Cx2(1): 1257 %% S |
“Greater than average 42 - 241
Performance Average 45 o 291
' Less than average 55 o 51
All | 45 | 583
¥2(2): 3.01
Informaton ~ Some 60 30
givenabout . - Lile - 54 ‘ | 209
manning - None 26 | o 196 -
levels Al 49 | - .706
¥2(2): 56.08%*
Value-added No 47 633
bonus scheme Yes 61 717
All 48 710

$2(1): 5.20*

* = significant at the 5% level
** = significant at the 1% level

N.B. "All" row excludes "don't know" and similar answers

Base: private sector and production segment of public sector establishments with

- recognised unions




