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Chapter 3 - Balancing Outcomes - The Environment and Human Agents

According to Kochan, Katz and McKersie the Strategic Choice Framework was proposed to add more dynamics to industrial relations theory. The framework proposes the following:

Industrial relations decisions are made at three levels: business, collective bargaining and the workplace;

Effective strategies are those that act in concert at all three levels

Parties face a number of alternative choices in adopting a suitable strategy

The Employment Relationship Environment (Legal, economic, technical, political, social, business, institutional)

1. The Legal Environment

The legal system in any country establishes the parameters for employer-employee or labour management interactions. It establishes the fundamental socio-economic concepts of ‘employment’, ‘employee’, ‘employer ‘ etc.

Different employment laws and different labour laws effect the workplace protections and rights and procedures that have to be honoured in respective countries. In addition such other doctrines such as Common law dispensations as well as tax laws, and trade and regulation/deregulation policies  in respective countries also have a direct impact on employment outcomes.

Within and between countries parties debate over employment and labor law reform because of their frustrations over perceived imbalances between efficiency, equity and voice that result from interactions within the various legal framework

2. The Economic Environment

The economic environment includes the labour market, the market for the employer’s products or services, markets for other factors of production, and the overall macroeconomy.

It is believed to critically determine relative power and employment outcomes.

Labour is a derived demand (Marshall 1920) i.e labour’s role in the production process for a product or service demanded by customers, derives a demand for that labour.

Employee bargaining power is higher when labour demand is inelastic i.e. where it is less responsive to cost/price increases . This occurs when:

·
Labour essential or hard to replace

·
Demand for resulting product/service is inelastic - less responsive to price changes

·
Labour accounts for small fraction of other factors of production

·
Supply of other factors of production is inelastic

Employee bargaining power also higher when labour supply is inelastic

3. The Technical Context

The Technical Context includes whether the workplace is fixed eg. Factory, or variable eg. Transportation; the degree of workplace or workforce stability; size of workforce and hours of work; job content and responsibilities

Work structure and processes may be technologically determined to some extent, but may also be subject to bargaining between ER/EE.  Nature of work structure/process may also set many other issues needing to be governed and/or bargained between EE/ER.  

A critical component of the technical context is technology, and the effect of technological change on employment outcomes. There exists a debate over whether technological change is skill biased or deskilling.

4. The Political Environment

Lawmakers determine not only the laws which govern the workplace and beyond, but also how they are administered and adjudicated.

The public sector is a forum where the employer’s stance is a function of the political environment. This is seen in the following areas:

i) size of public sector, fiscal policy – tax/spending schemes, public goods provision, social welfare protection, etc.  

ii) Public sector employment distinctiveness

iii) Public sector bargaining dynamics -  bargaining in pursuit of votes?  Unique institutions?  Non-market constraints?

iv) Effect on private sector ER/union philosophy and strategy


a. “responsible unionism”

b. Symbolic effect:  Reagan PATCO effect, Thatcher effect, Trump effect?  

5.
The Social Environment

The social context plays a role in the workplace experience and in workplace decision making.

Social identification is a component of mobilisation theory and is held to determine whether a workers will redress  workplace injustices, and whether they will do so individually or collectively.  Prevailing ideology and levels of consciousness also play a role here.

Interpersonal group interactions at/beyond workplace are influenced by social aspects. Social norms, values both influence workplace behaviours and are influenced by them

Standards are established and a degree of conformity is expected. 

6. The Business Context

A central component of the business context is strategy.

Strategies that organisations pursue, such as low cost v. differentiation strategies, are  likely to produce different employment outcomes

An organisation’s strategy is likely to be a function of external environment and nature of its leaders, so they are not going to be entirely standardised.

Different corporate governance models create different environments for the employment relationship – eg. Shareholder versus stakeholder models

The degree of corporate power in society, and of particular corporations in particular situations, must be taken into account

7. The Institutional Context

The institutional context includes nonmarket institutions and forces that are not captured by the other dimensions.

This includes a variety of institutions, social constructs such as work family balance, community groups, industry associations, labour unions

The role of unions as a labour market institutions - a key topic in IR:

Variation in union structure and internal organization and pressures being exerted, both within a given society and across societies have an influence here. 

Bargaining Structures (or, put differently, “level” of bargaining?)  are important  – who bargains with who, and on behalf of whom?   The question of bargaining structures overlap with the legal environment but sometimes different structures have been created over time without being determined by legal environment. By way of example a type of bargaining structure is  industry-level bargaining, which would have corresponding institutional supports (industry-wide union and employer bargaining associations)

The Human Agent in the Employment Relationship (Cognition, motivation, personality, feelings)
1. Cognition

Cognition includes information processing techniques and abilities.

The neoclassical economics model assumes rational human agents maximising their utility but does not take into account the information processing abilities necessary for optimal rational choice.

An observed alternative behaviour is ‘bounded rationality’ with its notion of satisficing rather than optimising. Other models include instinct, habit, emotion and learning as central features of cognition and hence of the decision making process, and they are not based purely on rational calculation.

Relevant concepts here are framing, anchoring, avialablity, overconfidence, fairness, individual differences including individual differences in cognitive ability.

2. Motivation

Motivation is a drive to do something. A drive to maximise utility (as is couched in neoclassical economics ) is motivation. As is a need to survive, or a concern with conforming to social norms,as well as a concern for others. A desire for organisational justice, and the behaviours that are generated by that, is rooted in motivation.

The notion of intrinsic motivation enriches the neoclassical economics model of the human agent.

There is also an agency component at work, where individuals working for organisations have career or other needs which effects their specific behaviour and consequently the role played by the particular organisation.

3. Personality

Personality is enduring dispositional quality or stable mental state. Five personality dimensions are: extraversion, agreeableness, neuroticism, conscientiousness, and openness to experience. Personality has been found to be related to job performance.

4. Feelings

Feelings are here grouped into: attitudes, moods, and emotions. All of which can very over time and with experiences. An important attitude in the employment relationship is job satisfaction/dissatisfaction. Another is commitment (organisational commitment and union commitment).

Self esteem and self efficacy are also extremely critical to human behaviour. Moods are feelings of a general nature and are not directly linked to specific triggers. Emotions are similar to moods but are more intense, short-lived and linked to specific causal factors

Strategy -  refers to individual choices and plans of actions. Strategic interaction occurs at 4 levels. (Workplace, Functional, Strategic, Socio-political)

Chapter 5 - The Balancing Alternatives: Workplace Governance

Commons (1919) offered his 5 governance mechanism model - Commodity theory of labour, Machinery theory of labour, Goodwill, Public utility theory of labour, Democracy

Clegg (1979) 5 options for applying procedural rules - Collective Bargaining, Managerialism, Trade union regulation, statutory regulation, joint consulation

Weiler (1990) 4 alternatives for governing the workplace - Govt regulation, Management Control, Worker Control, Union representation

Budd`s (2004) 6 dimensional model of workplace governance

1. Free markets w/ common law support - a) neoclassical economic theories of the superior outcomes derives from self-interested, utility maximising agents guided by the invisible hand of free markets and b) legal doctrine supporting the primacy of individuals freedom to enter into economic relationships of their choosing

Employers will be unable to hire if they aren’t responsive to workers preferences, employees will be unable to find unemployment if they insist more than the market standard. Both employees and employers must take resulting outcomes as given, I.e. price takers rather than price setters. Employees best protection are not lawyer, union but other employers. 

2. Statutory govt regulation - where there are market deficiencies, either in EEV, it is logical to introduce regulation. Govt intervention is seen as warranted where there is market failure. Regulations include labour relations, human rights, health and safety, employment standards. Provides protection for all workers and not just those with effective bargaining power or union protection, laws are equally applied. Weaknesses include govt regulation tend to be ambiguous, laws shaped by special interests don’t necessarily serve the public interest. 

3 and 4.. Human resource mgmt w/ and w/o voice- areas include organizational design, employee recruitment and selection, training and development, performance mgmt, compensation and employee relations. Advanced hrm promote to achieve respectful methods of supervision, procedural and distributive justice, motivational rewards, personal growth security and work life balance.

Both strategy are ultimately intended to improve the organizations bottom line. Does not include voice mechanisms and voice mechanism can include direct and indirect employee participation which has a direct enhancement of productivity.

5. Worker Control - instead of mgmt unilaterally establishing workplace rules, workers unilaterally control their establishment. The concern for this strategy is that the dominant groups decision will downplay the needs and concerns of other groups with a stake in the enterprise. 

6. Independent employee representation - governance mechanism that replaces the unilateral authority of both hrm and worker control respectively, with shared bilateral authority focused on a specific enterprise. An example would be labour union. Unions can prevent destructive competition between workers, serve as a check on the power imbalance between employer and employee. Unions can provide employee voice. 

Reasons for joining unions - acquire voice in the workplace, power of numbers, desire to conform, job security, be able to negotiate pay and other conditions of employment

Reasons for not joining - reluctance to pay dues, fear, intimidation, coercion, fair treatment by employer, does not approve union leadership, unaware of function of trade union, concern that union membership will harm promotion prospects

Chapter 6: The New Industrial Relations System

Answer to fundamental questions

1. Labour is more than a commodity

2. Labour and mgmt are not economic or legal equals

3. There is an inherent conflict of interest b/w employers/ees

4. Employee voice is important

The new deal system was a response to the early 20th century conditions of wage labour in the U.S. conditions were often inequitable and contentious, and sometimes oppressive and exploitative. Working hours were long, low wages, dangerous workplace and insecurity from seasonal labour demand, old age and discriminatory was widespread. 

Underlying objectives of Wagner Act Model:

Enhancing equity (effect of unionisation, social safety nets, and mandated labour standards), voice (via bargaining process and independent representation), efficiency (counter macro-economic depression produced by free market via equalising bargaining power both through encouragement of unionisation and through social safety nets

Notice: continuous process of balancing labour rights vs. property rights

Very brief summary of aspects of the wagner act:

Right to organize, form/join a union and engage in collective bargaining practices

Formally prohibits employer interference, restraint, or coercion of employess pursuing rights to unionizing/bargaining

Govt run “certification” process with “elections” (votes) -> grants specific, certified union organizations right to represent “bargaining units” (defined groups) of workers

Union certification and representation rights on elections and based on principles of majoritarianism and exclusivity

Limits to protection of right to organize

Employer can participate in union election process, employer free speech protected

Employer may restrict union organizer access to property

Bargaining process: duty to bargain in good faith

Formal restrictions on what unions is even allowed to try to bargain power

Right to strike, but with major limits

Only during defined bargaining process

Collective agreements with grievance and arbitration procedures

Decentralized bargaining - only employees of one single employer can be part of a bargaining unit that bargains with that single employer.


1947 Taft Hartley Act - response to the view that wagner act and post war events had given too much power to unions

It specified that unions were also capable of unfair labour practices

It allowed for elections to decertify unions

Created procedures for halting strikes considered national emergencies

Permitted states to outlaw contracts requiring union membership as a condition of employment

Gave approval to employer attempts to convince employees to reject trade unions and collective bargaining

Chapter 7: The Geometry of Comparative Industrial Relations

The trilogy of EEV provides a useful framework for analysing employment systems around the globe. 

Social Partnerships - An arrangement where peak level representative of labour, business, govt and perhaps others, collaborate to achieve consensus on a national framework for economic or social development. A very centralised model. 

May include bargain outcomes such as wage increase guidelines, social issues. Enhance all EEV but there are drawbacks. Efficiency is enhanced through stability I.e. govt spending, tax rates, IR, wage growth. Equity can be served by building in social concerns. Voice gives labour a voice in negotiations and discussions. 

Sectoral Bargaining - industry wide collective bargaining that produces a contract for an entire sector. Institutional framework where regional or national branches of unions negotiate with national or regional employer associations. Best serves equity dimension. Provide very high contract coverage and uniform minimum standards. France and germany

Centralised Awards - a binding arbitration award that specifies minimum standards of pay and working conditions. This award is issued to prevent or resolve disputes and reflects neutral consideration of objective materials submitted by all parties ie. Unions, employer associations, govt. agencies and other parties. Australia and NZ

Enterprise Unionism -  is a system of industrial relations focussed at the company level, where the vast majority of unions are confined within a single enterprise, and most unions represent all of the workers in their ‘single’ company. Japan is example

Exclusive Representation w/ majority support - US and Canada. Workers in an explicitly defined bargaining unit, which may be defined by work group or occupation can only be represented by a single union. Employers are required to bargain w/ the union where majority support can be demonstrated. Bargaining in this system can range from centralised to decentralised including company based, workplace level or work group level. 

Codertemination - Codetermination is an institutionalised system of worker voice in which employees are entitled to participate in workplace decision making. Germany and spain provide for works councils. Sweden has joint councils. Councils are elected to represent all workers, except senior executives in dealings with mgmt. 

Voluntarism - voluntarist systems are not completely unregulated – parties are usually bound by common law, and common law rulings, and there often is some industrial legislation. Consequently voluntarism is more of a relative rather than an absolute concept. 

Within social partnerships voice, equity and efficiency are all served on a macro or national level. But workplace level voice and efficiency must be sought elsewhere. 

Codetermination and enterprise unionism also provide voice and efficiency, but equity is not as well served because of lack of power to establish minimum labour standards. Codetermination does exceed enterprise unionism in the voice dimension.

Sectoral bargaining and centralised awards are effective in establishing minimum standards (equity) but workplace level efficiency is not aided. The fact that it involves negotiate agreements ranks sectoral bargaining higher than centralised awards in terms of voice.

Both of the above rate higher than ‘exclusive representation with majority support’ on the voice dimension because they have high coverage rates. But for those who are covered ‘exclusive representation with majority support’ does provide a higher level of voice, as well as a greater degree of equity than codetermination or enterprise unionism, but at the expense of efficiency and voice.

Chapter 9 Globalization and IR

Globalization is the increased international integration of countries and regions. Increased international integration in International trade, Foreign Direct Investment, International Investment Portfolios, and Immigration (labour mobility), etc. 

Effects of globalization

-Increase allocative efficiency across larger zone; focus on comparative advantage increases aggregate 

productivity, and thus economic growth

•Economies of scale for firms – larger market

•Employment conditions improve due to increased efficiencies, gro

Negative effects

-market failure, model assumes winners within an economy can potentially compensate losers, aggregate gain overall, poor worker rights
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