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What should labor-management relations look like for Northeast Ohio
to compete as a world-class region in the global economy of the 21st caniury?
What iessons can we learn from the past?

Chio is & microcosm of American labor history. Modern craft unionism
took root in the 1880s in Ohio’s cities after the demise of the Knights of Labaor,
Many of its crait locals had a penchant for socialist politics: it was not chance
that Socialist presidential candidate Eugene Debs went to prison for sedition
during World War | for a speech he made in Canton, Ohio. After the war, Chio,
with its heavy industrial base, was one of the scenes of the massive effort 1o
organize steelworkers within the craft union system in 1919, an effort that
failed. Inthe early 1930s, the unskilled immigrant workers in the metal trades
in Cleveland flocked to the Industrial Workers of the World in the first push to
organize the unskilled. Ohio workers died in pitched battles between strikers
and company guards in the early years of the Depression. The sit-down strike,
which moved workers off the picket line into the shelter of the plant, was
pioneered in Akron in 1934 by rubber workers. The Congress of Indusirial
Organizations’ (CIO) first great success in organizing unskilled workers came
with the victorious conclusion to the Goodyear strike in 1936. Even after the
National Labor Relations Act was the law of the land, Ohio workers faced
machine guns during the Little Steel Strike of 1938,

In labor relations, as in so much else, World War Il forged us into one
nation. Unionization became commonplace throughout defense industries in
Chio, and labor-management coopera‘i:ion commitiees were part of the war
effort. By the end of World War Hi, Ohio was part of the industrial union
heartland of the United States. The Iarge plants of heavy industry -- steel, auto,
rubber, machine tools, electrical equipment, aircraft engines -- were union
bastions. The traditional craft irades were also well organized. The unions’
great postwar political mobilization came at the ballot box in 1958, when a “right
to work” initiative on the ballot went down {o flaming defeat. The next year the
Steelworkers Union went out on strike for 116 days.

From World War i through the 1970s, the industrial unions in Ohio
systematically pushed up wages and benefits for the unskilied and semi-skilled
in mass production. While these jobs frequently remained hard, monotonous,
and dangerous, working class wage and benefit standards in these
cligopolistic industries increasingly approximated those of the middle class.
Union workers bought cars, moved to the suburbs where they bought homes
with FHA and Veterans Administration mortgages, added a second car for the
wife, and could afford to send their kids to college. They were living the
American dream.

in fact, life was so good that they even wildcatted for self-respect and
humane working conditions in 1972 at the brand-new, state-of-the-art
Lordstown GM assembly plant. Public employees became restive in the 1970s
too. Despite the lack of a public sector collective bargaining law, public school
teachers went on strike and were put in jail for doing so. Chio’s public sector
collective bargaining situation was regularized with the Public Employee
Collective Bargaining Law of 1983.

The end of the 1970s saw economic globalization hit Ohio. First came
the steel shutdowns that devastated Youngstown between 1977 and 1981.
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Then, in the 1980s, industrial jobs in auto, machine tools, and electrical
equipment hemorrhaged as high interest rates led to an overvalued dollar, a
flood of cheap imports, and a growing merchandise trade deficit. Hard times
had come to the indusirial heartland.

The contraction of employment in mass production and heavy industry
hit Ohio hard. Median hourly wages fell from 10 percent above the national
norm in 1879 to the nationa! average in 1989 (Cassell and Hanauer 1999,
Table 2.1). While Chio’s unionization rate fell over the years to 20.3 percent in
19971, it remained 50 percent sbove the national average of 14.1 percent in
1997.

The wage premium remains in Ohio’s unionized sector in almost every
category: male union workers earn 18 percent more wages than non-union
members; women union members earn 29 percent more than their non-union
counterparts; white union members average 25 percent higher saleries than
white non-union workers; black union members get 35 percent more than black
non-union; and in every educational category except those with college
degrees, union members earn 25 percent to 40 percent more than their non-
union counterparts. Among those with college degrees, there is approximate
wage equivalence, regardiess of collective bargaining status (Cassell and
Hanauer 1989, Tables 2.6-2.8).

While Ohio’s labor history includes its share of bitterly adversarial labor
relations, it also includes in the 1880s and 1990s what is the largesi-scale state
effort to encourage labor-management cooperation since World War 1l -- the
Ohio Labor-Management Cooperation Program.

This monograph seeks to answer a simple guestion: What would labor-
management cooperation look like in a world-class region?

As we search for the answer to that question, we will start with the
literature -- the subject of the next section. We will then compare this theory
with practice using case studies of General Motors' Lordstown complex —-
where things have changed a lot since 1972 -- and Stein, inc., a contractor to
the steel industry. We will then examine what has characterized labor-
management relations in Northeast Ohio historically and how the State of Ohio
has sought to affect this in the last two decades through the Ohio Labor-
Management Cooperation Program (OLMCP). Finally, we will envision a
cooperative future.
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What comprises a world-class region? According to IndustryWeek, a
world-class region is characterized by high productivity and competitiveness,
by the ability to attract new firms and retain old ones, and by “the enterprise of
management, labor, politicians, educators, and other community leadars”
(McCienahen 1998, p. 42). Such regions tend to have high incomes, high
growth rates in income and employment, and a high quality of life. World-class
regions often are those in which significant investments in training and
education are undertaken by employers and employees,

The labor relations environment in a region can be an important
determinant of whether it aitains such world-class status. Regions with
considerable degrees of labor strife, for example, may suffer from lower
productivity or higher labor costs and consequently be unatiractive to new
ventures or firms considering expanding existing faciliies. At the same time, a
low level of activity on the part of organized labor is not sufficient to warrant
world-class status, if it means low levels of productivity or productivity growth
even when coupled with low wages.

Labor-management cooperation (LMC), in many forms, is a critical
dimension of the labor relations environment, which theoretically can
contribute to higher productivity while maintaining cost competitiveness. In
addition, it can contribute to the development of a common set of community-
wide goals that characterizes the world-class region. Such cooperation can
take place in non-unionized as well as unionized environments and could have
positive effects in either case.

Regrettably, there is little or no evidence in the academic literature that
specifically measures the extent to which labor-management cooperation is
important in attaining world-class status. There is considerable evidence that
such cooperation can have the effect of raising productivity at the firm level,
however, and that it can help to decrease unit costs. Our supposition is that a
region in which such cooperation prevails will have a distinct competitive
advantage over other regions.?

Just what constitutes labor-management cooperation? This section
reviews the literature regarding labor-management cooperation and its effects,
beginning with a definition of LMC and its goals. This is followed by a brief
history of labor-management cooperation and the underlying theory on which
itis based. Finally, we address the question of what makes a successful LMC
effort and provide examples of successful (and unsuccessful) ventures.

Definitions and Geals

The term “labor-management cooperation” has been defined and used
in as many ways as there are people who have made the attempt. it
encompasses a wide range of activities, from the formation of labor-
management committees to quality circles and work teams and is employed in
both union and non-union settings.

One common characteristic in definitions of labor-management
cocperation is that it provides for a role for workers in decisions relating to how
their work will be done. ® The types of activities that would comprise such a
definition of labor-management cooperation include the following (Cooke
1990, Mann 1989, Hansen 1997):*



labor-management commitiess
quality of work life programs
employee involvement programs
employee participation programs
quality circles

work teams

Scanlon plans
orofit-sharing/gain-sharing arrangements
socio-technical systems

group incentive plans

employee ownership plans

As noted by Cooke, except for laber-management commitiees, most
efforts are aimed at the shop-floor level of participation or employee
involvement. While the structures are ofien similar, the activities may vary
along many dimensions. These include the intensity of participation, the
emphasis placed on performance-related factors, the autonomy and decision-
making authority granted to teams, the degree of union leader input, and
whether or not there are financial incentives to employee participation (1880, 4).

In addition to taking many forms, labor-management cooperation efforts
arise with a wide variety of goals and purposes. According tc Kelly and Harrison
(1992), however, from the perspective of the firm “the ultimate goal of all
Employee Involvement/Employee Participation (EVEP) programs is the
improvement of work group, workplace, or company-level performance in
productivity or product quality.” From the workers’ perspectives, other goals
may include improvements in the quality of work life and increased job security
(Kelly and Harrison 1992, 248; Weinberg 1976).

The attainment of these goals comes through many channels. In his
review of the literature regarding the benefits of cooperative activities, Cooke
liste reduced waste and rework; reduced overhead, materials cosis, and
material handling costs; enhanced supplier service; improved communica-
tions: reduced grievances and disciplinary action; stronger identity and
commitment to company goals; and reduced absenteeism, tardiness, and
turnover among the potential gains to management. His list of benefits to
employees includes increased intrinsic rewards from the participation process;
greater say in how work gets accomplished; improved working conditions; and
heightened dignity, self-esteem, and pride in one’s work, among others.
Kochan, Katz, and McKersie describe the major objectives as “to overcome
adversarial relations and increase employee motivation, commitment, and
problem-solving potential” and “to simplify work rules, lower costs, and increase
flexibility in the management of human resources” (1986, 147). All of these
benefits theoretically lead to the increased productivity or quality desired by
management and the improved quality of work life and job security desired by
employees. Other goals that have been identified in the literature inciude
reducing the impact of a plant closing (American Arbitration Association Labor-
Management Commitiee 1985) and engendering support for organizational
policy changes or enhancing organizational performance in general
(Schwochau, et al. 1897).

From a broader perspective, Heckscher argues that labor-management
cooperation offers a way to extend employee rights to the workforce as a
whole, both unionized and non-unionized, and provides for an alternative
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method of cispute resolution thatleads to more fiexible and frequent resolutions.
In both cases, increased and open communication among managers, union
leaders, and union members is an important source of the benefits from
cooperation.

Histery and Theery of Laber-Management? Cooperation

Labor-management cooperation in the Un‘[ d States dates back at
least to the 1920s (Bati and Weinberg 1978; Gray 1983; Weinberg 1676). The
earliest form appears o have been the labor- management “commitiee.” In
response (o efforis {0 nationalize the failing railway system, the B&QO Railroad
and the Machinists Union formed a system of joint committees in repair shops.
The intent was to screen worker suggestions to improve efficiency, reduce
waste, and increase customer satisfaction. The veniure was a success for
about 15 years, until the Great Depression had sufficiently taken its toll and
worker desires {o decrease costs diminished (Weinberg 1976). According to
Gray, other efforis at joint commitiees arose in this time period out of the
commen threat that non-union employers presented to unionized companies
(1983). The American Federation of Labor (AFL) encouraged the formation of
joint committees in the late 1920s, and Confederation of Industrial
Organizations (ClO) leaders promoted a program of employee participation
initiatives in the late 1930s (U.S. Depariment of Labor 1984, 59).

World War |l brought a national industrial mobilization in response to
the foreign threat. More than 5,000 labor-management committees were
formed in the 1942-1945 period. Approximately 1,000 of these commitiees
dealt specifically with productivity issues (Weinberg 1976). After the war and
the end of the War Production Boards, these committees were disbanded,
except in Canada where several thousand still exist.

In the period from 1945 to the mid-1970s, joini committees aimed at
increasing productivity were rare and were formed “only in exceptional
situations” (Weinberg 1976, 15). In 1963-64, for example, only 44 of 1,773
major collective bargaining agreements studied by the Bureau of Labor
statistics had provisions for such committees. By the mid-1970s this number
had grown to 97 of 1,550, mostly in the steel industry (Weinberg 1978).

The decade of the 1970s saw the considerable development of
cooperative activities which has continued throughout the 1980s to today.
Such initiatives arose at the plant, industry, and community levels. According
to Cooke, the increased volatility of the 1970s, in terms of unemployment,
inflation, and interest rates, contributed to the desire on the part of unions and
management to work together. Both parties desired greater job security and
improved productivity. Beginning in the 1970s and continuing through the next
decade, the threat of global competition provided the impetus to improve labor
relations in order to decrease costs, increase job security, and provide greater
flexibility (Cooke 1990, Heckscher 1988, Gray 1983, Stepp 1988, Weinberg
1976). Global competition was not the only threat, however: the continuous
decline of union representation in the U.S. private sector lab~r market,
increased technological change, and extensive deregulation of markets
confributed to the pressures felt by all parties to cooperate (Cooke 1990, Stepp
1988, Gray 1983).

All of these factors led to an increase in the use of labor-management
committees and to increased use of other forms of labor-management



cooperation as well. The 1960s and 1970s saw the expansion of Quality of
Work Life programs, for example, soon followed by Quality Circles, EI/EP, and
siner forms of increased worker involvement. Some of the most notabie
examples are found in the stes! and automobile industries and st the
community level in Jameastown, New York. In 1971, the Uniled Steelworkers
and 10 basic steel companies agreed o establish plani-level joint commitiees
dealing with productivity issues, an effort that grew out of a long-standing
tradition of cooperation in other areas. In 1973, the United Auto Workers
(UAW) and General Motors (GM) established the National GM-UAW
Committee to Improve the Quality of Work Life. lts purpose was ic review,
evaluate, and develop programs to improve the work environment of
employees represented by the union. The UAW was active in establishing joint
programs throughout the industry in this period, including joint experiments with
Rockwell International in Battle Creek, Michigan, and Harmon International
Company in Bolivar, Tennessee (Weinberg 1976).

In Jamestown, New York, labor-management cooperation was viewed
as a way to halt the community’s decline, resulting in the formation of the
Jamestown Area Labor-Management Commitiee in 1972, The committee was
comprised of members from international corporations, local firms, and the
Machinists, Auto Workers, Steelworkers, and Furniture Workers unions.
Productivity improvement was the most important objective of the committee
(Weinberg 1976, 19-20).

Of course, cooperation was not the only strategy followed by firms
during the period of the 1960s and 1970s. In many cases, management
pursued a strategy of union avoidance, or a mixed one of avoidance and
cooperation (Cooke 1990). The plant location decisions of Procter and Gamble
in the 1960s are cited as an example of the avoidance approach. Indeed, the
Quality of Work Life programs have been viewed by some as a union
avoidance strategy in the 1960s and 1970s (Kochan, Katz, and McKersie 1986,
U.S. Department of Labor 1984).

In any case, labor-management cooperation in some form is more
prevalent now than in any recent period, except perhaps during World War Il
In 1990, the General Accounting Office found that 86 percent of Fortune 1000
firms had some experience with employee involvement (in some form) in their
firms. A 1991 survey of 691 establishments found that 64 percent reported
having one or more employee-involvement activities covering at least 50
percent of their “core” employees. Finally, a 1993 survey of 51 large firms found
that roughly 80 to 90 percent of them had joint committees dealing with health,
safety, productivity, or quality issues.®

During the first years of the Clinton Administration, Secretary of Labor
Robert Reich prioritized encouraging ” high performance” workplace practices
as the government sought to generalize labor-management cooperative
practices (U.S. Department of Labor 1983).

What leads to the desire on the part of managers or workers to
cooperate? Put differently, why pursue the goals of increased productivity or
lower costs and better working conditions or job security through cooperation
as opposed to pursuing the same goals through negotiation in the standard
collective bargaining context? In a non-union setting, as mentioned above,
management may promote cooperative activities such as employee
involvement or participation as part of a union avoidance strategy. Workers
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may perceive the benefits derived from such cooperation as greater than the
benefits to be derived from representation by the union, the costs as lower, or
both.

In the union-management case, however, cooperation represents a
oreak from the traditional adversarial relationship between the parties and can
impose costs on all sides. Perhaps mostimportant, it can mean a loss of control
over what have historically been management decisions or a loss of “authority”
for management in general, and to losses of employmeni for workers, the
undermining of union roles, and loss of union influence for union leaders
(Cooke 1990).

In Cooke’s model of the decision by management and unions to
cocperate, a key element is the “relative power” that each side has in the
bargaining situation. Each side’s relative power determines its share of the “‘pie”
that resulis from the employment relationship. Relative power is determined oy
the costs of the demands at the table, by the economic, sociopolitical, and
technical environments found at the time, by organizational features, and by
the bargaining skills of the players (1990, 23-27). Even when the expected
gains from a cooperative activity exceed the costs, one side may not desire
cooperation if its relative power is such that it can realize even greater net gains
through the traditional adversarial process.  Only when the relative power of
one side is reduced sufficiently does it pursue a cooperative strategy.

The above assumes a given size of the pie. Cooperative efforts can
sometimes increase the size of the pie sufficiently to warrant cooperation, even
without a change in relative power. On the other hand, in times of intense
international competition, for example, cooperative efforts might simply keep
the pie from shrinking in size. This might be analogous to the “common enemy”
situation described by Gray (1983). When the net gains to both sides are
perceived as greater under cooperation than without it, then cooperation is
pursued. Otherwise, it is not.

As noted by Cooke and others, these perceived gains and costs to
cooperation vary over time and across industries and other characteristics of
firms and employment relationships, as does the relative power of the players
at the bargaining table according to economic, political, and social changes.
Consequently, the extent of cooperation also varies over time and place, and
some cooperative activities are initiated and then dropped. Still, there are
situations in which cooperation persists in given firms or industries, with
continued long-term gains in productivity, satisfaction, and competitiveness.
Characteristics of such “world-class” cooperative efforts are described in the
next section.

Characteristics of Successful Labor-Management Cooperation
What are the characteristics of world-class labor-management
cooperation (LMC)? A review of the literature suggests that the essential
elements of “good” LMC fall loosely within two broad categories: those
pertaining to the actual structure and composition of the cooperative activities
and those that are characteristics of the organizational environment
surrounding LMC. The latter category includes both tangible elements of the
organizational structure as well as more intangible elements that set the tone
for successful LMC. These elements facilitate and support LMC efforts and are
no less important than the more procedural aspects. Importantly, no one or two
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characteristics may be considered to be the keys {o success for LMC. As
Kochan and Osterman put it, successful LMC is the result of “the combined and
mutually reinforcing effects of a broad-based and deep commitmentY followed
by effective implementation” (Kochan and Osterman 1894, 45).

Structure and Composition of IMC

The characteristics in the first caiegory are relatively straightforward
and procedural in nature. For example, there is universal consensus that to be
successful, LMC must be a joint effort with true joint “ownership” and
stakeholdership. Both union leadership and management must be fully
involved in planning, administration, training and development, and evaluation,
and either party must be able to terminate the effort at any time. Joint efforts
in LMC are stronger since each party has a stake in its success. Also, direct
union involvement helps to downplay the nearly unavoidable perception on the
part of workers that union leadership has been co-opted by management.

Along these lines, LMC activities must involve equal representation;
that is, there must be equal numbers of union and management
representatives. Equal representation is required in order o mainiain the
balance of power between unions and management as well as the perception
of that balance. Without it, workers are less likely to feel comfortable in direct
participation and in voicing their concerns and opinions (Bluestone and
Bluestone 1982, Heckscher 1988, American Arbitration Association Labor
Management Committee 1985). i is also critical that pariicipation in LMC
activities be voluntary and non-exclusionary. In other words, employees must
be able both to decline participation and to participate if they so choose
(Bluestone and Bluestone 1992, Heckscher 1988). Finally, cooperative
activities should be designed so that they are not vulnerable to staff changes;
in this way, continuity and commitment is preserved (Batt and Weinberg 1978).

The literature also suggesis that successful LMC requires careful
planning before implementation. In order to fully enroll all parties in
cooperation, the planning stage should involve the joint development of the
overall mission of the LMC program. Working standards of consensus must be
developed regarding the goals of the organization in undertaking LMC.
Consensus must also be reached regarding the jurisdiction of cooperative
activities, the extent to which both parties will participate, the methods by which
decisions will be made and implemented, and how disputes will be resolved. A
basic agreement specifying objectives, principles, and procedures should be
drafted jointly to be used as a frame of reference throughout the LMC process;
it is critical that this agreement be made on the basis of consensus and a
commitment to LMC by both parties. As LMC progresses, the problems
addressed usually become more complex and formidable. When this occurs,
both parties should be able to draw on the basic agreement to reorient their
efforts in line with the goals set initially by consensus, or to redirect the efforts
if necessary (American Arbitration Association Labor Management Committee
1985).

Regarding the jurisdiction of cooperative activities, LMC must not
encroach upon the territory of traditional collective bargaining. First, and
perhaps most important, under the Labor and Management Reconciliation Act
of 1947 (the Taft-Hartley Act), it is illegal for collaborative activities to deal with
issues such as wages, work hours, and other conditions and terms of
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employment that are by law the jurisdiction of colieciive bargaining.® Moreover,
in order to maintain a balance of power under the traditional system, both union
and management must maintain their relative sirength and adversarial
identities. LMC must not impair either party's bargaining strength regarding the
issues covered under colleciive bargaining agreements. Hence, aitempis
should not be made to alter the terms cf existing collective bargaining
agreements and LMC should be siruciured so that collective bargaining issues
are not possible subjects for discussion. This stipulation reflects the concern
that, it LMC appears to be an alternative io collective bargaining, either side
may be threatened and withhold participation and commitment, jeopardizing
the LMC program as a whole. It should be noted, however, that this distinction
is difficult to maintain in practice and depends in part on one’s interpretation of
the issues covered under collective bargaining. LMC may in fact serve as an
instrument of “pre-bargaining” or pre-grievance dispute resolution without
upsetting the fraditional balance of power (Siegel and Weinberg 1982,
Heckscher 1988, American Arbitration Association Labor Management
Commiitee 1985).

In terms of decision-making and dispute resolution, the LMC process
must accommodate the diverging interests of union and management, as well
as the diversity of interests and opinions on the part of workers participating in
cooperative activities. LMC must allow for open discussion and joint problem-
solving, but the process must not cripple the flexibility of the organization. LMC
activities should involve third party facilitation as needed for the resolution of
larger issues in which one party has a significant stake and is therefore
reluctant to cooperate fully (Heckscher 1988, Batt and Weinberg 1978).

Sustained LMC requires a system of evaluation with clear and relatively
objective methods of tracking goals and outcomes: data analysis and collection
are crucial to the success of LMC initiatives. Both union and management enter
into LMC with the expectation of deriving benefits, yet the benefits of LMC may
be intangible or difficult to quantify. A valid way to measure the gains of LMC
must be implemented, as well as a system of rewarding the parties on the basis
of their contributions to the gains. Sharing the gains of LMC is critical in order
to maintain workers’ interest in participating in LMC and to reward them for the
resulting improvements in firm performance. Itis best if compensation intended
as rewards for LMC directly reflects the outcomes of the LMC efiort (Siegel and
Weinberg 1982). Last, this type of compensation must not be used as a
substitute for regularly negotiated wage increases (U.S. Department of Labor
1984).

Finally, a primary concern on the part of unions contempiating
participation in LMC is the effect of such cooperative activities on the
employment security and working conditions of their members. LMC is
expected fo lead to increased productivity, which should benefit both workers
and management, but may be used by management as justification for layoffs.
This concern can be mitigated by including in the basic LMC agreement
provisions for employment security if productivity improvementis resuit directly
from the cooperative activities. Other such provisions include stipulations
against “speed ups” or other reductions in working conditions as a result of
LMC. These issues underscore the need for a way to measure and evaluate
the impact of LMC on the organization’s performance in order to distinguish
them from the impact of factors unrelated to LMC (U.S. Department of Labor
1984).



Decentralization of Efforts

LMC will be most successful when the efforts are relatively
decentralized and active at all levels of the organization (Heckscher 1988,
Kochan and Osterman 1994). LMC sctlivities should be established in a
hierarchy of activities at the shop floor, departmental, plani, and executive
levels (American Arbitration Association Lebor Management Committee 1985).

At the top level of the organization, union representation on the board
of directors allows for a certain level of co-determination. Through the union
hoard member, the union can bring labor-related issues to the iable and
sensitize the board to the importance of the human capital of the firm.
However, the literature suggests that representation on corporate boards in the
absence of cooperative activities at lower levels in the organization has not
been meaningful. One reason is that there are rules governing board member
behavior that make it difficult for the union board member to clearly side with
labor. For example, board members are required to vote in the shareholder
interest. Also, although board representation gives the union board member
access to financial information regarding the company, this information can not
necessarily be shared openly with the union. In general, union board
representation does not affect or include workers directly.  Therefore,
cooperation at the top alone brings limited power, but relatively little voice or
influence.

Similarly, LMC at the shop floor alone may also have limited results.
Stand-alone shop floor cooperative efforts are less likely to have the
commitment and support of middle and top management. While these shop
floor efforts allow workers a certain amount of voice and influence in the
organization, they are somewhat limited in the issues they can tackle and have
relatively little power in terms of strategy. A combination of these types of
cooperation, that is, a system of cooperation throughout the firm, is necessary
to achieve a balance of voice and power for the union and its workers. If all
levels of the organization are involved in LMC activities, from top to middle to
bottom, individuals in each have a stake in the LMC effort and are more likely
to make decisions to facilitate the process. The greater the extent to which
individuals see themselves as partners in the LMC effort, the greater the
likelihood the effort will be sustained and succeed. Moreover, trust and
commitment are built through involvement; the broader-based the effort (i.e.,
the greater the proportion of bargaining unit members involved), the more likely
LLMC will have the support of employees, and the stronger the LMC effort will be
(Cooke 1990; Heckscher 1988).

In some few categories of companies, most notably union-initiated
employee-owned firms, there is a comprehensive system of labor-
management cooperation from shop-floor committees through plant steering
commitiees and to the boardroom (Logue, et al. 1998, 65-85).

The Organizational Environment

The characteristics considered above are crucial to successiul LMC,
but are not enough. LMC does not teke place in a vacuum, and the
organizational environment in which cooperation takes place is as important as
its structure and composition. The supporting infrastructure and the general
“tone” in which LMC takes place will partly determine the structure of the
activities themselves. According to the American Arbitration Association Labor
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Management Commitiee, “The level of maturity and trust between the parties
will likely influence the degree of specificity that the parties feel they need to
have in their basic understanding; those with a long-term positive reiationship
will probably feel less need for detail in their agreement” (American Arbiiration
Association Labor Management Committee 1985, 70). The overall climate in
which LMC takes place is determined by the organizational structure of the firm
and s ability to accommodate and support cooperation, the level of
commitment and trust between management, union, and workers, and the
extent to which communication is strong and information is shared openly.
These factors are interrelated and reinforce one another to create a suppottive
environment for LMC efforts.

The Organizational Structure

According to the literature, successful LMC requires an organization-
wide culture of cooperation, that is, one in which LMC activities are integrated
into the overall organizational structure of the firm (U.S. Department of Labor
1988, Heckscher 1988, Kochan and Osterman 1994). The most renowned
success stories in LMC, Shell-Sarnia, New United Motor Manufacturing Inc.
(NUMMI), and Saturn, have organizational structures in which LMC is fully
integrated with “fundamentally different production, human resources and
organizational strategies” (Kochan and Csterman 1994, p. 48). “Stand-alone”
experiments in LMC, those in which limited and isolated forms of cooperation
have been introduced while most traditional human resources and governance
policies remain intact, have shown less positive results in terms of performance
improvements and sustainability than have totally new systems. This is not to
say that entirely new systems of work organization are necessary in order to
implement cooperative activities; LMC may thrive in a variety of organizational
structures. However, the extent to which the overall organizational structure
facilitates LMC will partly determine the strength of the effort (Kochan and
Osterman 1994, Siegel and Weinberg 1982, Heckscher 1988).

The degree to which the organizational structure can accommodate
and support LMC depends on two factors: the importance of human resources
to the organization and the extent to which corporate strategy is consistent with
cooperation. First, since successful LMC requires the active participation of
skilled and knowledgeable employees, LMC will be most fruitful in
organizations in which employees are treated as sources of competitive
advantage. When employees are treated as valuable members of the
organization, they will be more likely to commit themselves to the LMC effort,
the quality of the products, and the performance of the firm. Further, in
cooperative programs, employees are given the opportunity to engage in
problem-solving and decision-making. To do so, they must not only have the
support of the organization in allowing them to voice opinions, but also the
knowledge and skills with which to do so. Therefore, LMC will be most
successful in workplaces where jobs are designed so that employees can fully
use their knowledge and skill bases and where tasks are broad in scope.
Moreover, cooperative activities are most successful when combined with
substantial investment in training and development (Kochan and Osterman
1994).

Compensation that is linked to incentives or performance is one
manifestation of the importance of human resources in the firm, and LMC has
been shown to have the strongest impacts on productivity and quality when
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combined with some form of contingent compensation program (Kochan ana
Osterman 1994, Siegel and Weinberg 1982, Stepp 1988). Such programs
range from individual bonus systems o group-based systems to various types
of firm-wide gain and profit-sharing programs. The aim of such programs isto
align employees’ goals with those of the crganization. Under these programs,
the contingent portion of compensation often substitutes for a portion of
employees’ regular wages. Therefore, a substantial amount of information
must be provided to the union and employees so that the fairness of its
autcomes can be confirmed. Credible and simple performance measures must
be developed and this information must be shared with labor. Finally, such
compensation should not be used as justification for productivity improvements
that diminish working conditions and should not be used to promote
competition rather than cooperation within the organization.

it follows that LMC will be strongest when corporate sirategy considers
cooperation a priority and supperts the goals and process of cooperation.
Competitive strategy must reflect the crganization’s commitment to employees
as valued stakehoiders rather than as pawns in the game of competition. Since
overall strategy is established at the top levels of the organization, commitment
to LMC and consistent demonstration thereof by executive management is
critical. Competitive strategy that depends on low wages and benefits and
cost-cutting in general conflicts with the organizational values necessary fo
support LMC. Similarly, a corporation that allows cooperation in some facilities
while practicing anti-union activities in other areas of the corporation will not
instill the trust necessary to support LMC. Corporate strategy consistent with
LMC is focused on quality, innovation, productivity, and customer service: all
are goals to which unions and employees can be commitied. A corporate
strategy that pledges employment security and provides training opportunities
to employees to increase their skills toward this end will support LMC activities.
Staffing policies designed to stabilize employment over the business cycle
iilustrate the importance of employees to the organization and thereby help to
create a solid base for the LMC effort. 1t should be noted that such sirategies
require a long-term view to corporate governance that may be difficult in
increasingly competitive markets and therefore can only be legitimized by top
management (Kochan and Osterman 1994, U.S. Department of Labor 1988).

Trust and Commitment

There is universal consensus in the literature that LMC can not thrive
without a substantial and sustained level of trust and commitment on the part
of both union and management. Indeed, an organization-wide culture of
cooperation cannot exist without strong bilateral leadership and commitment to
the LMC effort at all levels of union and management. Under LMC, the
traditional power positions of union and management are essentially “‘checked
at the door:” the structure of LMC makes this possible, but obviously requires
a high degree of trust (Heckscher 1988). Trust and commitment at the top
levels of union and management are especially significant since it sets the tone
for LMC and an example for all participants (Siegel and Weinberg 1982). The
intensity of the effort, that is, the time and other resources applied to LMC by
urion and management, is one indication to employees of the commitment of
both parties (Cooke 1290.)

Trust and commitment emerge in part from the development of
consensus on common goale and philosophy (American Arbitration
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Association Labor Management Committee 1985). The growing diversity of the
workforce has led to the growing diversity of claims and concerns; an
environment of trust is essential to allow these diverse opinions ic be voiced
openly. LMC will work best to accommodate diversity when unity is built around
a general vision through consensus, that is, around working standards of
consensus other than total agreement (Heckscher 1988). Since LMC efforts
are often implemented during times of crisis for the organization, commitment
io the cooperative process may be built around the perception of 2 common
enemy (for example, heightened market competition or declining demand)
(Gray 1983, Dinnocenzo 1989).

To a considerable extent, trust is built over ime; each successiui event
in coliaboration builds a foundation from which to continue. Trust accumulsted
over time helps cooperative efforts by adding to the overarching culture of
cooperation in the organization. Supportive business strategies are critical in
maintaining the trust of union leadership and employees. According o
Kochan, a sustained level of trust “depends heavily on the exient to which the
company’s long-term competitive strategies, investment decisions, and use of
technology take employee interests into account” (U.S. Department of Labor
1988, p.17). Again, corporate strategy should reflect the importance of
employees to the organization; strategies such as limited outsourcing and
staffing for employment stability engender trust that facilitates LMC.

Information Sharing

Effective LMC involves many individuals in different combinations at
many levels within the firm, yet each is working more or less tow ards the same
ends. Therefore, a strong and open flow of information within the organization
is necessary to insure that “all players are on the same field.” Under the
traditional system of labor relations, information within organizations tends to
be centralized; this is especially frue of unions, which conserve scarce
resources and promote unity by filtering the flow of information. Further, under
the adversarial system of collective bargaining, it is not often in either party’s
interest to share information because information is the basis for power at the
bargaining table. LMC involves the deceniralization of decision-making and,
hence, requires the decentralization of information. Unlike under collective
bargaining, communication in cooperative activities is direct and decisions are
made more frequently and quickly, reauiring the flow of information both up and
down the hierarchy. An open flow of information is as much a challenge for
unions as for management, since neither is accustomed to providing
information to lower levels of the organization (Heckscher 1988, American
Arbitration Association Labor Management Committee 1985).

One obstacle faced by LMC efforis is the asymmetric nature of
information in the firm. Management tends to have superior information
relating to financial performance and competitive factors, while unions may
have better information regarding the abilities and needs of their members.
Therefore, open and accurate information-sharing is essential in cooperative
efforts. Moreover, open information and trust in LMC are related. Partial or
distorted information will vield mistrust on both sides. in order to deveiop the
nigh level of trust necessary for successful LMC, participanis must not withhold
information. Since management normally possesses more information than
labor, the perceived cost of sharing information is higher for management.






