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In an age of global liberalism, markets seem omnipotent. Economic liberals
increasingly dominate policy-making circles in industrialized democracies and
developing states alike. Many argue that processes of globalization restrict
national policy-making autonomy-eightened capital mobility increases corpo-
rate bargaining power and inhibits democratic control over economic and social
policies? In Europe, the Single Market propels further market liberalization and
retreat from state aid policies that shelter national industry from international
competition. Fiscal austerity appears to foster a convergence on the reduced state
provision of social security. Economic activity increasingly is turned over to the
market, as privatization of state holdings and of social service provision continues
to spread across the globe.

Are there limits to the ability of markets to allocate power in society and
determine political outcomes? A productive way to investigate this question is
through examination of the fate of organized labor, one group whose power
traditionally has been closely associated with the market. During the past quarter
century, the force of the market has changed employment conditions macroe-
conomically, microeconomically, and politically. Markets have amplified pres-
sures felt by employers to improve productivity and quality and to lower unit costs
by using capital equipment more intensively. At the microeconomic level, markets
have induced alterations in the relationships between employers and workers on

The author acknowledges the valuable comments of the editorial board and especially of Margaret
Levi.

POLITICS & SOCIETY, Vol. 26 No. 1, March 1998 35-67
© 1998 Sage Publications, Inc.

35



36 POLITICS & SOCIETY

the shop floor, promoting changes in workplace representation, employer-employee
communications, grievance procedures, and plant-level bargaining and altering
the way that individual workers perceive their interests. In politics, markets have

led states to make policy changes that facilitate adjustment by employers to
improve overall competitiveness in the international economy and to reduce the
social welfare burden of government.

Moreover, the force of markets has deepened the conflict of identities tradi-
tionally experienced by manufacturing sector workers. As throughout the history
of industrial capitalism, the wage dependent are not simply generic “workers” but
are also employees of a firm, consumers, taxpayers, and citizens of a nation. In
an extremely competitive international marketplace, workers are likely to expe-
rience intensified appeals to their loyalty to the firm and to the nation’s competi-
tiveness, along with widespread attacks on the myopia of organized labor. Indi-
viduals feel more conflicted than ever as they search for the appropriate response.

While markets have demanded enormous adjustments from employers, gov-
ernments, and workers, these adjustment demands are not objectively given. Markets
may signal clearly that a firm’s competitiveness is suffering, but the requirements
of successful adjustment—how to cut costs or increase productivity—are ambigu-
ous. Employers present particular interpretations of the demands of the market,
but there may be alternative interpretations, as demonstrated by the multiple forms
taken by social partnership in Germdny.

Recent literature on the fate of organized labor in advanced industrial societies
generates two arguments that are critical to understanding the limits of markets
to determine political outcomes:

1. While the market has created a host of difficulties for unions across advanced industrial
states, the precise consequences of market pressures for labor power vary across unions.

2. The factors that determine the ultimate impact of markets are organizational, institu-
tional, and strategit.

Nonetheless, analyses of the fate of organized labor in the popular press reflect
a strong sense of decline. Recent headlines concerning the Federal Republic of
Germany'’s traditionally strong and cooperative unions signal a market-driven sea
change in the role of labor, with titles such as “Germany’s Mighty Unions are
Being Forced to Bend’,and “Burying the Old Order."These pieces share the
theme that international market competition and very high capital mobility make
Germany'’s postwar system of industrial relations unsustainable. German workers
must yield their high wages, long vacations, and comfortable working hours to
defend Standort Deutschland; unions must give up centralized wage bargaining
so that labor can be more responsive to the local needs of firms.

Extensive layoffs in traditionally competitive sectors like autos reflect under-
lying excess employment. Employers urge a generalization of the trade-off of
flexibility for security, as in the 1993 agreement at Volkswagen, which fixed the
employment level in exchange for reduced working hours at lower Audgi-
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tional jobs can only be created through reductions in labor costs; employers argue
that union demands to compress wage differentials would make the least secure
workers more costf. German employers have stepped up threats to move
production abroad, in some cases making these a reality, while the productivity
gains demanded by global competition fuel additional workforce reductions.
Weary of accepting agreements negotiated without sufficient regard for local
conditions, many small- and medium-sized employers threaten to withdraw from
employers’ associations, such as that for the metalworking industries, Gesamt-
metall™ Newly privatized companies in Eastern Germany refuse to join. The
President of the Federal Association of German Industry concludes that consensus
has become too costf.

In Britain, accounts of labor’s diminishing role refer to the “Last croak of the
dinosaur” and announce “Britain adopting ‘Victorian’ employee relations meth-
ods.™® Markets have made workers increasingly unequal in terms of both wages
and influence at the point of productifiThe Confederation of British Industry
lauds an increasing tendency for unions to be committed to the success of the
enterprisé? Britain’s Institute of Directors has called for the removal of remaining
trade union immunities in the interest of the economic competitiveness of British
industry:®

Given these accounts of the force of the market and the responses of govern-
ments and employers, it is not surprising that most discussions of the role of
organized labor conclude that capitulation to employer demands is the only
possible path for unions. The argument runs parallel to that made for national
policy-making autonomy. Just as the market has stripped unions of any choice
and sealed the fate of organized labor, many analysts suggest that the market has
severely limited the economic and social policy choices of governments.

Yet, some recent analyses of the constraints of globalization on domestic
political autonomy suggest important limits to these constraints. When we con-
sider arange of issues from the impact of international capital mobility on national
economic policy latitude to the International Monetary Fund (IMF) conditionality
faced by capital-poor countries, recent research reveals that domestic policy
choice remains substanttalOutcomes of market pressures are differentiated by
the impact of domestic political institutions and the strategic behavior of domestic
political actors.

These studies suggest the enduring importance of institutions and strategic
choices in shaping the consequences of market pressures. Is the potency of
markets to determine the role and power of unions similarly limited? Do markets
require that unions become instrumental in attracting foreign capital? Must unions
place concern for the investment climate above the objectives of improved
working conditions and job security? Is it a requirement of the market that unions
participate in cost reductions through all forms of labor flexibility, including
expanded use of subcontracting, temporary employment, and open-ended work-



38 POLITICS & SOCIETY

ing hours? After all, the logic behind these measures is consistent: any steps that
improve profitability and competitiveness of the firm help secure jobs.

The search for an answer to these questions must begin with unions in the
Federal Republic, where social partnership has been the guiding principle of
unionism throughout the postwar era. However, German industrial relations are
governed by a highly codified system that shields the social partners from the full
thrust of market forces. Britain’s largely unregulated system of industrial relations
therefore provides an effective “control” in a test of the authority of markets to
mold social relations and allocate power. Accordingly, this article assesses the
power of markets through the study of unions in Germany and Britain.

The article explores the limits of market power by employing comparative
analysis in two directions. First, comparing across countries, the research evalu-
ates the extent to which national institutions—broadly defined to include union
structures, employer organization, and rules and norms governing relations be-
tween capital and labor as well as the state’s role in industrial relations—constrain
the force of markets. The second dimension of comparison is sectoral. Since
identical sectors face similar market pressures across advanced industrial states,
this mode of comparison is used to assess the role of ideas or interpretations of
market demands—here operationalized as union strategies—in limiting the extent
to which markets determine political outcomes. Unions may either embrace
employer interpretations of the demands of the market (a “dependent” strategy)
or interpret the demands of the market more independently. If outcomes are the
same across sectors facing similar market pressures despite differences in union
strategies, then markets dominate strategic choice. If outcomes vary, then ideas
and choice remain relevant, even if substantially constrained by markets.

The article proceeds in three parts. Part 1 considers some of the recent
theoretical literature analyzing the impact of markets on organized labor during
the past two decades. Clearly, markets have reduced the significance of manufac-
turing in advanced industrial states, diminished the security of employment,
elevated the drive to sustain competitiveness to commanding heights, and altered
both state strategies for securing prosperity and relations between employers and
workers at the plant level. The literature on markets and the fate of unions
establishes the limits on the power of markets to determine political outcomes
generated by organizational structures of unions, national industrial relations
institutions, and union strategies.

Parts 2 and 3 review some empirical evidence that helps illuminate the
respective roles of markets, institutions, and ideas. In part 2, comparing cross-na-
tionally reveals the ways in which national industrial relations institutions interact
with the forces of the market to affect outcomes. This section compares printers
in Germany (the IG Druck) and Britain (National Graphical Association
[NGA]), demonstrating how union efforts to respond to critical changes in
production were facilitated by Germany’s relatively centralized and juridified
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industrial relations system and undermined by local autonomy and voluntarism
in Britain. The third part of this article compares within national settings across
sectors facing similar market pressures. The focus is on chemical (the IG Chemie)
and metalworkers (the IG Metall) in Germany as well as engineering workers in
Britain (Amalgamated Engineering Union [AEU] and Transport and General
Workers Union [TGWU]). This portion of the analysis gauges the relative impact
of market forces and union strategies.

As Tables 1 and 2 suggest, union strategies are independent of both systemic
and sectoral constraints. Unions have both embraced employer interpretations of
market demands and pursued interpretations of the demands of the market that
are independent of those defined by employers not only in Germany’s highly
regulated system (H) but in Britain’s voluntarist (low regulation) system as well
(L); as shown by Table 2, the same may be said about union strategy in sectors
facing moderately strong levels of structural adjustment (M) and those facing
severe structural challenges (H).

In addition to the autonomy of union choice, the case study evidence examined
in this article demonstrates that systemic and sectoral factors cannot by them-
selves explain outcomes. While national industrial relations institutions may
partly explain the relatively successful adjustment of German printers to the total
restructuring of the printing process and the inability of British unions to sustain
their control over the production process, they cannot explain the distinction
between the total flexibility of labor deployment in engineering sector plants
dominated by the AE8 and the more circumscribed labor flexibility in TGWU-
led plants, nor can they illuminate why for workers in Germany’s metalworking
industry, free Saturdays remain a barrier against the general spread of work-time
flexibility, while weekends have become regular workdays for many workers in
the chemical industry. Only differences in union responses to employer demands
for flexibility can explain these divergent outcomes. Therefore, these comparisons
add to our knowledge of how institutions matter, establish the importance of ideas
and choice among political actors, and demonstrate that while markets are
powerful, they are not omnipotent.

THEORETICAL PERSPECTIVES ON
MARKETS AND THE FATE OF UNIONS

The literature emphasizing the differential effects of markets falls into three
categories. First there are comparisons of countries that emphasize cross-national
variation. Lowell Turner proposes that while markets have had a significant
impact on industrial relations across advanced industrial states, the consequences
vary from one country to anoti@rComparing the same sectors in the United
States and Germany, Turner uncovers the critical importance for labor’s fate of
institutions governing the presence of unions at the firm level. In particular, he
cites the importance of two variables: the degree to which unions are integrated
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into bargaining and the extent to which the legal and institutional structure of
industrial relations promotes union participation at the firm level. Similarly,
Kathleen Thelan points to the coordination of central union strength and flexibility
and incorporation at the plant level to explain the relative success of German
unions??

Thus, in eastern Germany, where the force of the market has swept aside old
industrial structures and left large-scale unemployment and pervasive insecurity
in its wake, labor organization has influenced the consequences of market forces.
While the Treuhandanstalt, the state holding agency responsible until 1995 for
restructuring, privatizing, and liquidating former East German firms, sought rapid
transformation of these enterprises, the extension of western German union
organization to the east has allowed unions and works councils to exercise some
influence® The IG Metall has been particularly successful at organizing rapidly
in the east, pushing wage parity between east and west, developing a union
presence and role in workplace bargaining, and slowing down the process of
rationalization through the influence of unions and works councils on the
Treuhand. Continued success depends on the ability of unions to foster innovative
approaches to work reorganization. As Jurgens et al. suggest, outcomes depend
on government policies, strategies of employers and unions, and the abilities of
each side to organize and mobilfZe.

Richard Hyman also argues that there is no convergence of industrial relations
systems or outcomes for unions across countries; “there is space for the persist-
ence of national idiosyncrasie’s.While rationalization and cost cutting are a
common response to international economic competition by industry across
western Europe, patterns of regulatory reform, the extent of changes in bargaining
levels, the degree to which relations between employers and organized labor have
shifted from cooperation to confrontation, and the consequences for intra-union
coherence all vary cross-nationally.

A second category of analyses highlights a range of variation across sectors
and categories of employment. Like Turner, Miriam Golden emphasizes that
“market forces alone are inadequate predictors of how unions respond to eco-
nomic pressures’® What Golden calls “deconcentration” of the working class,
while driven by market forces, interacts with organizational characteristics of
unions. While the market creates divisions within organized labor, the nature of
those cleavages depends on the divisions produced by labor organization itself.
Thus, markets may induce conflict between regions, sectors, crafts, ofplants.

A final analytical category points to differences in outcomes across time in
individual countries. Chris Howell argues that the literature on British industrial
relations has been biased toward a purely market-based view of uniorfower.
According to this work, the devastation of organized labor in Britain since the
early 1980s has been a product of changes in the structure of industry and the
declining market power of traditionally strong unions in the manufacturing sector.
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In fact, claims Howell, the fate of organized labor is determined by state industrial
relations policies as well as the choices that unions make about how to secure their
power within the constraints of market pressures and government policies. While
the government encouraged collective bargaining in the 1960s and 1970s, labor
did not take advantage of this situation to translate their strength into legal
protection that could have shielded unions against the onslaught of the 1980s and
1990s* Satisfied to trust in their market power and the state’s support and their
ability to do well in a voluntarist environment, union organization leftitself resting
“upon a fragile base that was a hostage to continued employer support for trade
unions.®°

Building on these analyses, | seek an integrative approach to understanding
the interface between markets and politics that compares across both countries
and sectors. My purpose is to uncover the interaction between market pressures,
national industrial relations institutions, and union strategic choices. While mar-
ket pressures shape government responses and limit union choices, outcomes are
not predetermined by markets. Workers, employers, and governments all make
choices.

COMPARING ACROSS COUNTRIES:
THE ROLE OF INSTITUTIONS

Peter Hall has argued that the organization of markets varies cross-nationally;
how markets are configured in a particular system guides the incentives actors
face and the choices they make about allocating economic and political resources.
Institutions matter because they merge with markets to create specific national
versions of capitalisri.

Systems of industrial relations are critical components of these variants of
capitalism. Unions have never had positive rights in Britain as they have in
Germany, and their role in collective bargaining is a matter of convention or
voluntarism rather than law. Because unions have been denied many of their legal
immunities since the Thatcher years, employers have had the opportunity to push
unions out of their traditional role in the workplace. In contrast, Germany’s system
of industrial relations provides an extensive framework for developing flexibility
at the firm level. Management is required to consult with works councils on issues
relating to personnel needs and apprenticeships, the introduction of new technol-
ogy or new working methods, other major changes in the organization of produc-
tion, and redundancié€$ln Britain, conversely, employment and the labor con-
tract are largely unregulatéd.

Structural differences between the German and British systems are wide-
ranging. For example, employers in the two systems have approached labor
flexibility differently, and this has had critical implications for the fate of unions.

In Britain's loosely regulated system, firms have used the labor market to
modulate core labor demand within the firm by hiring temporary workers from
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employment agencies; subcontracting, particularly of subassemblies in such
industries as auto manufacturing; and on-site contracting, typically for service
tasks such as cleaning and food preparation. Such “externalization” is more
common in Britain than elsewhere because of the minimal distinction between
contracts of employment and commercial contrécis. Germany, enterprises
generally have sought to develop internal flexibility, traditionatigomplished
through apprenticeship in the firm but increasingly pursued by employers through
expanded plant operating hours and variable shift patterns.

Finally, the institution of party neutrality and the tradition of social partnership
underpinning union-employer relations in the Federal Republic have restrained
demands from both political and economic actors for an industrial adjustment
process that would threaten the valued stability of employee-management
relations.

The evidence in the next section from the British and German printing
industries demonstrates the contrasting consequences of these national industrial
relations systems as they interacted with market forces and historically condi-
tioned union structures in the 1980s.

National Institutions and Labor’s Opportunity Set:
Printers in Britain and Germany

The contrast in the fates of Germany’s printers (the IG Druck) and the skilled
compositors in Britain's NGA illustrates the significance of union structures and
national industrial relations institutions. Although both groups of craft printers
faced fundamental threats as a consequence of changes in production technology
and the concomitant impact on competition in commercial printing, Germany’s
printers were able to sustain a remarkable degree of control over the collective
bargaining agenda, while the position of Britain’s skilled printers was decimated.

Working against the organizational constraint of a craft union built on the
principle of local autonomy and unable to employ traditional techniques of
industrial action because of Thatcher government industrial relations policies, the
NGA faced overwhelming constraints as it attempted to marshal the support of
Britain's printers for its preferred version of the reorganization of the printing
process. Differences in union structures, employers’ organization, and national
industrial relations legislation meant that the 1G Druck faced a much broader
opportunity set than the NGA. Traditions of social partnership implied that
German employers brought a different set of preferences from their British
counterparts to their interactions with the union. While German employers sought
greater flexibility of production hours, British firms sought to eliminate union
constraints on the production process. Additional institutional advantages accru-
ing to the IG Druck included the high level of organization of employers and the
value employers attached to preserving this organization and extensive positive
union rights, including the authority of the union to impose centrally negotiated
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contracts at the plant level on individual works councils. While the NGA had the
resources to devise an alternative adjustment strategy to that proposed by employ-
ers, it did not have the authority to implement this strategy locally.

Germany

As competition in the printing industry intensified in the 1980s, employers
began to use excess capacity to compete for the commercial orders that tradition-
ally sustained small and medium print shops. In Germany, the largest, most
capital-intensive plants sought to use capital equipment more intensively and
thereby lower average capital costs. Employers aimed to accomplishidhighith
expanded operating hours and new shift patterns, including weekend shifts. This
desire to make hours of production more flexible was also a response to the
reduction in working hours achieved by the IG Druck in the 1984 bargaining
round. However, the competitive advantages available to the largest plants threat-
ened employment in the many small- and medium-sized firms that account for
the majority of IG Druck membership.The potential consequences of shift
expansion for employment in the industry as a whole gave rise to the 1G Druck’s
goal of securing free weekends, pursued in their 1989 collective bargaining round
and strike.

Following a 1984 strike that marked the union’s first success in moving toward
a 35-hour workweek employers responded by seeking to divorce individual
work hours from plant production hours. For example, at the large Gruner + Jahr
plant in Hamburg, the works council accepted a plant-level agregnatetting
against dismissals on grounds of rationalization, yielding in exchange a rotating
shift system permitting weekend production and an extension of plant operat-
ing time to 144 hours per week. The 2,100 workers affected would work an
average of 32.9 hours weekly, a reduction in hours with no commensurate
reduction in pay.

Union activists recognized the potentially damaging impact on employment
and union membership of extended operating hours. At the IG Druck’s 1986 union
congress, delegates argued that while it was understandable to concede contrac-
tual terms to firms on the edge of bankruptcy in order to save jobs, if works
councillors began doing so at fundamentally sound plants such as Gruner + Jahr,
“we can forget future collective bargaining.One union study showed that while
expanded operating hours could generate positive employment effects in individ-
ual plants, the overall effect would be negative. According to the union’s estimate,
the addition of a sixth full production day (certainly a maximalist assumption)
would result in an 8 to 12 percent job loss industry-wide.

Thus, the I1G Druck set out in 1989 to limit plant operating hours by gaining
commitment to work-free weekends. Despite the determined resistance of employers,
the union succeeded. The deal negotiated between the employers’ federation, the
Bundesverband Druck (BVD), and the IG Druck reduced the workweek to
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thirty-seven hours as of 1 April 1989 and stipulated that regular weekly work time
for individual workers would be distributed over five days, from Monday to
Friday® The previous contract had limited the regular workweek to five days, but
not specifically Monday through Frid&y.

Three factors were critical to the IG Druck’s success in protecting jobs by
limiting plant operating hours. The first was the conflict of interests between large
and small employers in the BVD. Unlike the large press houses, the many small
firms in the industry meet peak demand with overtime hours. Thus, while large
firms opposed limitations on the distribution of the workweek in 1989, small firms
favored limits on the general extension of operating hours but were primarily
opposed to restrictions on overtime demanded by the IG Druck. This conflict
between large concerns committed to expanding operating hours and medium and
smaller firms fearing the consequences of competitive pressures from the large
press houses aided the |G Druck’s effort to protect the work-free weekend in 1989
by dividing the BVD. Tensions were in fact so high that in March 1989, the giant
press house Gruner + Jahr withdrew from the printing employers federation to
retain the special shift arrangements concluded with the works council at the
company’s ltzehoe plantin 1985Concerned about the consequences of the deep
internal division for its highly valued organizational integrity, the BVD became
a more pliable bargaining partner.

The second critical factor shaping the favorable outcome for the IG Druck was
the ability of the union to develop strategy at the national level and to implement
outcomes locally. This was a product of industrial unionism and the structure of
German industrial relations, in which contracts are signed between industrial
unions and employers federations. In January 1989, the printing employers
federation exercised its right to abrogate contract terms, offering to reinstate the
contract if the IG Druck would agree that weekly work time for individual workers
be distributed from Monday through Friday “in the rule.” Exceptions could be
negotiated with works councils. Given its desire to continue to determine contrac-
tual conditions centrally, the IG Druck rejected this formulation. The union argued
that with plant operating hours in the Federal Republic already averaging an
international high of sixty-four hours per week, limitations on Saturday operations
did not represent a danger to the competitiveness of West German printing as the
implementation of the European internal market approa€hed.

Gruner + Jahr was not alone in its desire to circumvent the terms of the new
contract. Ironically, while dissent among the largest employers within the BVD
demonstrated the vulnerability of employers, the reaction to the terms of the new
contract also displayed the weakness of the union presence in some of the largest
printing plants. However, the status of the collective bargaining agreement as a
contract between the union and the employers federation compensated for this
vulnerability by extending the centrally bargained contract to all employers within
the federation. At the large Mohndruck facility in Gutersloh, the works council
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launched an eleventh-hour action aimed at employers and union negotiators, in
which it warned in a letter to the negotiating committee, “Hands off our special
shift!” The chairman of the works council, not a member of the IG Druck,
described the new agreement as “a slap in the face.”

At the weakly organized Mohndruck plant, a special shift plan had been
introduced at the beginning of 1989. The small number of workers on this shift
would work a twenty-four-hour week, from Friday to Sunday, for which they
would receive a full week’s wages. The agreement, claimed management and the
works councillors who favored the scheme, made it possible to sharply reduce
overtime for the staff and helped some apprentices obtain permanent positions.
However, as one union works councillor viewed it, the twenty-four-hour shift was
dangerous because “anything voluntary that becomes lucrative for management
is no longer voluntary, but becomes compulséty.”

At the Burda plant in Offenberg, another of Germany’s giant printing plants,
the chairman of the works council complained that “the IG Druck has not done
right by us.**Beginning in July 1988, 400 workers had been scheduled for twelve
Saturdays annually, gaining in return a thirty-four-hour average workweek with
pay corresponding to a full week’s wages. The Burda Offenberg works council
chairman asserted that his colleagues were satisfied with the new shift rhythm.
However, unless they were willing to follow Gruner + Jahr in withdrawing from
the employers’ federation and thereby risk the disintegration of the organization,
Mohndruck and Burda would have to comply with the contract or seek IG Druck
approval of a firm-level agreement.

Centralized collective bargaining also bolstered the IG Druck’s ability to
effectively use the positive rights conferred on industrial unions in the German
industrial relations system. In 1984, the IG Druck’s strike for work-time reduction
revealed that publishers could produce their newspapers with minimal crews in
an emergency. Technological changes had increased the weight of even a small
number of strikebreakers. While in past industrial disputes strikebreakers had
been of only symbolic significance, they now threatened to defeat the union’s
efforts to halt production. It quickly became clear to the IG Druck leadership that
traditional strike tactics had been rendered ineffective by new production proc-
esses. Top union officials agreed that they would be able to gain advantage in a
strike only through surprise and flexibility; having workers walk off the job and
picket outside the factory gates would no longer bring re¥ultsis evolution in
conceptualizing strikes was translated into action in 1989. By rotating short-term
strikes across districts, plants, and departments, the |G Druck established an
unpredictability that proved difficult for employers to counter. The contrast with
Britain is stark, for there both the fragmented nature of bargaining and restrictions
on picketing outside a worker’s own place of employment left the printers union
without an effective response to the deunionization of the typesetting function in
British printing.
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Britain

In Britain as in Germany, since the mid-1980s, large press houses have been
able to reduce marginal labor costs to near zero for contract jobs, thereby
asserting a firm competitive advantage over smaller commercial presses. A
complementary phenomenon initiated in Britain in the early 1980s was that of
newspapers—includin@he Independent national daily—operating without
their own presses and contracting out their printing. Craft union control would
have made this financially untenable a decade earlier.

Additionally, the transition to direct or single keystroke input through the use
of computer terminals in the editorial and advertising areas so altered the process
of composing print that typesetting was taken out of the exclusive domain of
skilled union compositors. The difficulty posed by direct entry for organized labor
was that while physical production had been 100 percent unionized (the NGA in
composing and the NGA and Society of Graphic and Allied Trades [SOGAT] on
the printing presses), the editorial and advertising areas traditionally had been
governed by an open shop. The change in the production process permitted
employers to attempt to deunionize the typesetting function, make more extensive
use of part-time labor, move toward a system of individual employment contracts,
and secure downward wage adjustment.

Like the 1G Druck, the NGA endeavored to use the collective bargaining
process to pursue an alternative notion of flexibility of production to that envis-
aged by employers. However, its capacity to set the collective bargaining agenda
was limited by the sweeping nature of technological and economic change in the
sector, the absence of a tradition of social partnership and the inherently confron-
tational nature of employer-union bargaining, the impact of restrictive labor
legislation on the union’s strategic options, autonomy of local (chapel) union
organization, and competition with other unions in the printing industry. By the
close of the 1980s, direct input had reduced manning levels in the composing area
of Britain’s provincial newspapers by half in the course of a det&iee branch
secretary characterized the position of the union in newspaper composing rooms
as “nonexistent, minimal, or still existent only because the company has not
wanted to take the union off”

In 1983, the Newspaper Society (NS) launched Project Breakthrough, a
program designed to establish single keystroking throughout the provincial press
by the end of 1984. The project revealed the value to unions of social partnership
in times of dramatic changes in technology and markets. The NS initially sought
a national enabling agreement with the NGA for the introduction of direct input
from editorial and advertising stdff.However, the project also had a more
menacing side. Employers began training staff to take over production jobs in the
event of a dispute with the NGA. A six-week 1980 strike had demonstrated that
properly prepared publishers could continue to print their newspapers without
NGA workers, and Project Breakthrough represented a concerted effort in the



MITCHELL P. SMITH 47

provincial press to replicate conditions for sustaining production if the NGA
refused to agree to terms for direct inputfih@rowing numbers of provincial
newspaper groups publicly proclaimed their ability to produce their newspapers
with or without NGA personnel.

In November 1984, NGA leadership offered its response to the British printing
employers’ plans for applying technology in the industry. The program, The Way
Forward, impugned the motives of printing industry employers, charging that
Project Breakthrough amounted to a deunionization campaign rather than a step
toward more efficient productioh.The NGA claimed that employers were
seeking to take advantage of the technologically conditioned merger of separate
keystroking functions to transfer fully unionized operations to partially unionized
or even nonunionized areas.

The goals of the NGA were to avoid any compulsory redundancies, to have
their members follow their traditional typesetting work into new areas in the flow
of production, and to gain opportunities for retraining displaced workers within
the industry. But the NGA's overarching objective was to keep keystroking within
unionized areas. Because staff taking advertising over telephone lines would no
longer pass their work on to skilled NGA typesetters, and editorial work done on
computer terminals would no longer be typeset separately, the NGA would
increasingly be bypassed in the origination of newsprint. This would open the
way for nonunionized labor if the SOGAT and the National Union of Journalists
(NUJ) accepted employer conceptions of the technological and economic impera-
tive faced in the provincial newspaper industry.

The NGA proposed to consider the entire print origination area, including
advertising, marketing, administration, editorial, and production functions, as a
single entity, with a fully unionized labor force to be distributed equally between
itself, SOGAT, and the NUJ. Representatives of the NS swiftly rejected this
“tripartite closed shop” for operators of new technolSgycritical shortcoming
for the NGA was that it had to rely on unions with different cultures, histories,
and orientations to share its evaluation of the impact of single keystroking. While
the NGA viewed technological change as having fused composing functions,
SOGAT considered the composing area defunct.

As transformation of the British printing industry in the 1980s directly threat-
ened printers’ local organizations, both employer approaches to restructuring and
the responses of individual chapels varied. Members of some chapels faced stark
choices between continued employment under sharply deteriorating conditions
or “voluntary” redundancy on generous terms. Others took the opportunity to
negotiate agreements on direct inputting but were forced to make overwhelming
concessions in the process. In contrast to the case of the IG Druck, where
centralized bargaining and the commitment of employers to a cohesive federation
compensated for union vulnerabilities at the local level, local autonomy exerted
a centrifugal pull on the NGA.
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Traditionally, chapel autonomy had been an advantage for the NGA, in effect
“diversifying” the union’s assets. Industrial action at a particular plant typically
was a limited-scale, low-cost affair. Moreover, within the NGA, central union
power had typically been used to buttress local union authority, rather than vice
versa, as in the case of the IG Druck. For example, while the NGA had established
tight demarcation rules for typesetters in the 1960s and 1970s, union chapels
frequently embraced greater flexibility of skilled labor deployment in exchange
for higher earnings. However, once chapels were forced to face the challenges of
vast industrial restructuring, independence became a liability. Employers were in
a strong position to encourage workers facing uncertainty to abandon the objec-
tives set out by the NGA in The Way Forward.

While in the German case, the centralized administration of the IG Druck
allowed the union to execute a coherent response to industrial restructuring,
transformation of the British printing industry in the 1980s undermined the chapel
organizations and, therefore, the core of union strength. The NGAs central
administration was constrained by local autonomy, while, in contrast, the strong
administrative center of the IG Druck compensated for fragility at the plant level.
Moreover, the NGA could not use the advantage of a cohesive employers
federation to prevent disparities across plants. This suggests an irony of employer
organizational strength: unions obtain much more bargaining leverage through
strong central organization when they face centralized employers than when they
face employer fragmentation.

The comparison between German and British printers focuses our attention on
the impact of union structures, employers’ organization, and formal collective
bargaining institutions for defining the opportunity set facing a union. However,
national structures of industrial relations do not by themselves determine out-
comes. The interaction between markets and institutions creates a realm of choice;
within that realm, individual unions make strategic decisions about how to pursue
their interests. Comparisons of chemical workers and metalworking industry
workers in Germany and between competing engineering sector unions in the
United Kingdom illustrate this point.

COMPARING ACROSS SECTORS:
THE ROLE OF STRATEGY

Looking across sectors facing similar market pressures or, in the British case,
in a single sector in which more than one union has a significant presence, it
becomes clear that within each national setting, unions have pursued different
strategies and experienced varying outcomes. While the British auto industry has
experienced severe international competitive pressures and rapid decline, the
policies of the TGWU have at some cites protected worker influence over working
conditions by challenging employer interpretations of market demands. In con-
trast, the AEU has forged collective bargaining policy with an eye toward
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promoting a stable investment climate. As a result, labor has presented less
resistance to employer interpretations of market demands and exerted less influ-
ence over the restructuring process at AEU-dominated plants.

In Germany, both the metal-processing and chemicals industries depend sub-
stantially on export competitiveness. If anything, constraints on labor demands
are greater in the metalworking sector, where wages represent a slightly higher
share of total production costs than in chemitatet, there are sharp differences
in union policies and outcomes across these sectors. In both chemicals and
metalworking, the variety and flexibility of manual workers’ shift patterns have
expanded tremendously during the past fifteen years. However, while weekend
work has become the norm for manual workers in the chemicals sector, metal-
workers uphold the defense of free Saturdays in most cases. This policy has been
the IG Metall’s rallying point since achieving its long-sought thirty-five-hour
workweek in the 1990 bargaining round. With the final phase of negotiated
work-time reduction coming into effect on 1 October 1995, German employers
have sought to compensate for the reduction with greater flexibility of work time,
especially weekend wofk.

While some analysts contend that the logic of fully flexible work hours is
ineluctable, flexible shift agreements at Opel Risselsheim, VW Wolfsburg, and
BMW Regensburg either protect weekends completely or allow for only limited
Saturday work, such as once in three weeks or, in the case of VW, twelve
Saturdays annually. In contrast, at the Pirelli tire production facility in Breuberg,
organized by the IG Chemie, the shift rhythm includes seven days on followed
by either two or three days off, with Saturdays and Sundays included as regular
workdays>® Counter to the expectation generated by a sectoral analysis, the
German metalworkers have been far more aggressive than the chemical workers
union in posing alternative interpretations of market demands to those framed by
employers and have exercised more independent influence over the restructuring
process.

Circumscribed or Unlimited Flexibility of Labor
Deployment? Unions in British Engineering

In 1987, manual workers represented by Britain’s engineering industry un-
ions—the AEU, Electricians Union (EETPU), and TGWU—approved an agree-
ment with GM and Isuzu to produce vans at a plant in Bedford. Shortly after the
agreement was implemented, management speeded up the work flow. Workers
who were unable to keep up could tug on a newly installed stress cord that would
set off flashing lights to alert assembly-line workers to the problem. The effect
was a great disincentive to falling behind. Shop stewards could not respond with
the old-fashioned approach of leading a mass walkout to call immediate attention
to the grievances of assembly-line workers. Instead, shop stewards could do no
more than initiate complex, lengthy, and typically inconclusive grievance proce-
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dures>® Organized labor was reduced to a faint voice in the determination of
working conditions.

In contrast to this case, TGWU shop stewards in 1989-90 prevented Vauxhall,
General Motors’ British subsidiary, from imposing a flexibility agreement that
would have undermined the position of the union in the plant and brought
negotiations outside the national bargaining arena. TGWU senior stewards in-
sisted on union participation in determining terms and conditions of employment
when Vauxhall Motors announced that it was considering Ellesmere Port, an
existing production site, for a £160 million engine plant that promised to create
400 jobs. In order to increase the pliability of the workforce in negotiating the
terms of the new investment, Vauxhall announced that it was also considering an
alternative site in Kaiserslautern, West Germany.

To secure the labor flexibility desired for the new facility, Vauxhall sought to
impose on the Ellesmere Port workforce of 4,700 the terms introduced in 1987 at
the GM-Isuzu plant in Bedford: open-ended management prerogative to redeploy
labor?” to use temporary workers and subcontracting on a regularbasisto
encourage individual forms of employee participation, including election of
employee representatives who are not necessarily union members. As at Bedford,
the proposed agreement set out grievance and arbitration procedures that in effect
outlawed industrial action.

In addition to the terms of the Bedford agreement, management at Ellesmere
Port sought to separate local wage negotiations from the Vauxhall National Joint
Negotiating Committee (JNC), have the various general and craft unions represent
the workforce with a single voice, and control work allocations according to a
system of “measured time management” in which time permitted for tasks would
be set in the design stage rather than according to actual time réjuired.

Ellesmere Port had faced threats of closure in the years immediately preceding
the proposed engine plant investment. Such threats were considered very real by
the workforce?® given Ellesmere Port's peripheral location (in far northwest
England) relative to the European continent and its low productivity rate of
thirty-five vehicles per hour, compared with seventy-five to eighty vehicles per
hour for the same model at GM’s Spanish plant.

Despite this threat, TGWU stewards were particularly forceful in fending off
concession&: While supportive of the new investment, shop stewards refused to
allow management to use the promise of investment and jobs to undermine the
union role in the plant. During a five-month period beginning in 1989, Vauxhall
conveners carefully analyzed the implications of the Isuzu Bedford agreement.
Shop-floor representatives managed to keep Ellesmere Port within the national
bargaining arena, preventing management from exploiting local conditions in
wage and benefit negotiations. Conveners succeeded in limiting the permissible
range of labor flexibility and mobilit§, gained a recognized role for the unions
within the teamwork systefd,won acceptance of work flow measurement by
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stopwatch rather than in the design pfased obtained changes to the agree-
ment, which freed unions from having to present a single viewpoint to manage-
ment. Finally, in contrast with the Isuzu Bedford agreement, provisions were made
for either side to declare dispute procedures exhausted, making industrial action
possible where desired by the unions.

In the end, because of the role played by union plant leaders as well as full-time
officials of the TGWU, there was a stark contrast between the Vauxhall Ellesmere
Port contract and the Isuzu Bedford agreement. After the Isuzu agreement had
been narrowly approved by manual workers in 1987, the TGWU'’s national
automotive officer, unlike his counterparts in the AEU and EETPU, refused to
ratify the agreemerit.Even after some modifications insisted on by the unions,
the TGWU official asserted that “if | was obliged to work under these conditions
| would question the relevance of trade unioni§iiThe efforts of TGWU
representatives at Ellesmere Port demonstrated the relevance of organized labor
to workers in the plant and ensured that the union would be at the locus of
important decisions concerning the work process.

In contrast with the TGWU, the AEU began in the mid-1980s to emphasize
the need for “changing and adapting” to the new realities of the market. This
entailed placing the need to encourage investment at the forefront of union
collective bargaining policy. A primary means of creating a secure investment
climate for employers is the single-union, no-strike agreement. Under the terms
of such agreements, where grievance procedures do not generate a solution
acceptable to both sides, the issue is submitted to an arbitrator for “pendulum
arbitration,” in which the arbitrator endorses the outcome desired by one party or
the other. Both parties are bound by the arbitrator’s decision.

These terms applied when, in October 1987, the AEU and Ford announced an
agreement for Ford to build a £40 million electronics plant in Dundee, Scotland,
at which the AEU would be the sole workforce representative. The TGWU,
representing 20,000 of Ford’s 27,000 manual workers in Britain, argued that the
terms of the agreement were inconsistent with the national agreement between
Britain’s engineering unions and Ford, United Kingd8nAccordingly, the
TGWU lodged a complaint with Britain’s Trades Union Congress (TUE)rd
feared the prospect of blacking of the plant by Ford workers elsewhere in the
United Kingdom and sought assurances from the TUC that this would not happen.
The TUC urged the Ford National Joint Negotiating Committee (NJNC), com-
prising representatives of all unions operating in Ford plants, to affirm that it
would uphold the terms of the national bargain where it was in force and accept
the establishment of the Dundee plant on different terms. The TUC argued that
this would ensure that the new plant “would not result in disruption at Ford's other
U.K. plants.™

The TGWU asserted that it should be up to the NJNC to consider whether the
unions should take action against the Dundee plant because of its violation of the
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national agreement. The NJNC resolved to campaign to establish the plant in
Dundee under the terms of the national agreement. Unable to obtain the necessary
assurances, Ford ultimately decided not to locate in Dundee.

In the early 1990s, the AEU embarked on a marketing campaign designed to
demonstrate their cooperativeness to Japanese companies considering investing
in Britain in the run-up to Europe’s Single Markeihen Toyota committed
£700 million to an investment in two factories in Britain in 1991, the AEU was
from the outset the frontrunner in the competition to gain recognition from the
company? Toyota sought a single-union, no-strike deal and commitment of the
workforce to a thirty-nine-hour weékpffering in return a pledge of long-term
employment. Workers would be carefully screened before being hired, reducing
the likelihood of union activism at the new plafitstill, the AEU was anxious
to win recognition, approaching the Toyota offer as a critical opportunity to gain
membership subscriptiors.

Despite suffering similar problems of substantial membership loss, the TGWU
was prepared neither to give up the right to strike nor to agree to conditions of
employment before actually having members at a plant. This variance in union
policies regarding no-strike agreements and negotiating terms and conditions of
employment at new facilities suggests that unions still exercise strategic choice
even in the face of high capital intensity and mobility and the climate of steady
and at times rapid decline in much of the British manufacturing sector, the core
of TGWU strength.

The IG Chemie: Social Partnership at What Cost?

Unlike the IG Metall, the IG Chemie has in effect adopted rationalization as a
tenet of its collective bargaining strategy. While the 1G Metall has accepted deal
making at the local level between works councils and management, it retains
sufficient national-level strength to promote a common union position on issues
like weekend work and to defend this position in local implementation. Con-
versely, local deal making is the national strategy of the IG Chemie. The role of
the union is in effect to facilitate adaptation at the firm level rather than to
challenge forms of adaptation demanded by employers.

After recovering from the second oil shock in 1979, the German chemical
industry experienced steady growth and record profitability. Employment in the
industry rose throughout the 1980s, nurturing relations of social partnership
between employers and labor. In accordance with this atmosphere, IG Chemie
Chairman Hermann Rappe in 1989 began a public campaign to attract support
within the Social Democratic Party (SPD) or labor to help sustain the competi-
tiveness of Germany’s chemicals industry by agreeing to more flexible working
hours’ In particular, Rappe argued that international competition and the coming
of the European Community (EC) internal market required that Germany’s plants
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operate more intensively to secure jobs and prevent investment from going
abroad. Rappe’s position and the publicity it generated were particularly ill-timed
for the IG Druck and IG Metall. The printers were in the midst of renegotiating
their basic contract with the aim of tightening restrictions on weekend work, while
the metalworkersaiced an upcoming collective bargainiogind in which they
sought a thirty-five-hour week with full wage compensatiohhe controversy
ultimately defined the interpretation of the demands of the market that was to
dominate the German labor movement.

Most of the industries organized by the IG Chemie (chemicals, glass, gypsum,
cement, paper) fall under the 1895 Industrial C@n{erbeordnunghat allows
weekend operations where continuous production is warranted on technical
grounds, such as for processes that generate excessive or toxic waste when
stopped and started up again. The IG Chemie is therefore not in a position to stand
at the forefront of the defense of the free weekend in the German labor movement.
However, proposals of the union’s executive and the policy pronouncements of
union chairman Rappe in effect accepted weekend work required not only
technically but also on economic grouriéls.

The controversy surrounding extended weekend hours was played out in the
closely watched case of tire manufacturer Uniroyal in Aachen, near Germany’s
border with Belgium. The Aachen facility was Uniroyal’'s only site in Germany,
and its Belgian and French plants already operated nearly round-thé2clock.
Together, management and the works council at Uniroyal, in consultation with
union officials, worked out a thirty-two-hour shift involving twelve-hour days on
Saturday and Sunday and one additional eight-hour day. The unprecedented shift
arrangement promised to create 400 additional jobs. The plan required sanction
from the state labor minister both because shifts in excess of ten hours are not
permitted by German law without special approval, and tire production is not
included in the exceptions to the late nineteenth-century Industrial Code prohib-
iting Sunday operatiorfs.

The Uniroyal case touched on German industry’s ability to attract investment
when neighboring countries offered less restrictive conditions for capital. Horst
Mettke, member of the IG Chemie Executive responsible for collective bargaining
policy, hailed the agreement for moving toward the harmonization with other
European states required for jobs to survive in Germany and meeting the need for
broader employer latitude in the sphere of produdtion.

Accordingly, the IG Chemie leadership endorsed negotiations on a plant-by-
plant basis rather than seeking to establish conditions for weekend work on an
industry-wide basis. IG Chemie collective bargaining policy under Rappe increas-
ingly favored local decision making, amplifying the significant role traditionally
played by plant-level agreements in chemicals because of the divepsiigofts
and processes in the industry. IG Metall and IG Druck officials accused the IG
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Chemie of opening the door to “plant syndicalism.” These officials characterized
pressure from employers to expand weekend plant operating hours as a strategy
of blackmail Erpressungsstrategigarguing that works councillors cannot be left

to combat this pressure on their o%n.

The conviction that there are substantial benefits to be gained for labor from
an extension of weekend work is consistent with the IG Chemie leadership’s belief
in a fundamental convergence of plant requirements for flexibility and the
interests of employees. This position gained formal expression in the policy
guidelines published by the union’s Executive Committee in June 1989, “United
in Purpose: Our Path to a more Democratic and Social Union Strategy.” This
statement of union principles acknowledged that the IG Chemie should yield
considerable importance to the demands of competition placed on the enterprise
as the union engages in collective bargaifiing.

The IG Chemie has, in effect, appropriated industrial rationalization as a
tenet of its employment policy. The impact of this strategy on plant-level
worker involvement in day-to-day decisions about labor deployment is muted
by the requirement of Germany’s Works Constitution Law that works councillors
be consulted on a range of plant-level issues. However, as 90,000 jobs have been
cut in western German chemical industry firms since 1991, employers have been
in a strong position to insist on additional concessions to labor flexibility in the
plant.

The IG Metall Resists Flexibility on Employer Terms

The position of the German auto industry as a world market leader imposes a
special burden on organized labor in the automotive sector to help preserve the
competitiveness of German industry. As a consequence, the IG Metall has been
confronted with strong resistance to its efforts since the mid-1980s to reduce the
length of the workweek and prevent employer demands for expanded operating
hours from imposing unsocial shift patterns on workers. Despite the steadfast
resistance of government, many employers, and the community of economic
expertise, the IG Metall attempted to exploit the business upswing of the second
half of the 1980s to complete its quest for the thirty-five-hour workweek.
Moreover, it sought to do so without substantial concessions to the work-time
flexibility demanded by employers, such as differentiation of working hours
across individuals and regular weekend shifts.

German auto workers were hardly immune from the market pressures con-
fronting workers in less successful competing nations, such as Britain. Billions
of DM invested in new capacity in the mid-1980s made German producers
particularly vulnerable to a fall in demand and therefore intent on trimming both
labor and capital costs. In addition, the threat of shifting investment abroad
became more pronounced with the opening of opportunities in East Central
Europe beginning in 1999.



MITCHELL P. SMITH 55

As the IG Metall launched its campaign for shorter weekly houragcédf
determined opposition from government, economic experts, and many employers
to the jump in labor costs implied by a reduced workweek. The chief executive
of the metalworking industry employers federation, Gesamtmetall, Dieter Kirch-
ner, called the demand for a thirty-five-hour week with full wage compensation
“the way into the abyss$”Union members themselves were not unaffected by
the negative campaign, and the IG Metall needed to marshal substantial organiza-
tional resources to convince membership of the legitimacy and sensibility of the
claim?®®

Despite continued reservations, rank and file overwhelmingly supported the
strike vote conducted in early May 1984, and after a seven-week strike the union
broke the 40-hour norm with contractual provisions for a reduction to 38.5 hours.
The new contract permitted differentiation of working hours across individuals
(Differenzierung, a potentially divisive instrument. However, the strength of IG
Metall shop-floor representation ensured that employers were unable to take
advantage of individual differentiation on a widespread Basis.

Ironically, the very market pressures that galvanized employer resistance to
work-time reduction strengthened the autonomous capacities of the IG Metall in
1984. Beginning in the late 1970s, employers had adopted just-in-time supply
systems, shedding costly inventory storage warehouses in favor of parts delivery
directly to the assembly line from tightly linked suppliers. This step enabled the
IG Metall to employ targeted point strikes to rapidly bring production in the entire
industry to a standstill by striking at critical parts suppliers. The IG Metall's
“piston, radiator, pump” tactic allowed the union to leverage its strike funds by
paying support only to the small number of strikers. The Federal Labor Office
was required to pay benefits to the hundreds of thousands of workers temporarily
laid off as a consequence of parts short&esis 1984 campaign demonstrated
the ability of the IG Metall to carry through its agenda in the face of a broad
opposition front and galvanized membership support for protection against “un-
social” shift patterns.

In the year leading up to the spring 1990 bargaining round, employers insisted
that work time had to be arranged more flexibly if German industry was to
continue to compete in world markets. In addition, they argued that with the
coming of the EC internal market, there should be a moratorium on further
work-time reduction until employers and the union could assess the impact of
“1992.78 Within Gesamtmetall, small- and medium-sized firms opposed further
work-time reduction, with some employers threatening to pull out of the organi-
zation if forced to concede to the thirty-five-hour week. Germany, the argument
went, was far out of step with the work-time situations of other advanced industrial
nations® The increase in labor costs resulting from work-time reduction was
threatening the ability of German industry to compete.
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Klaus Murmann, president of the Association of German Employers’ Federa-
tions, along with Werner Stumpfe of Gesamtmetall, called for tying a reduction
of hours to an annual work time, permitting fluctuations in weekly working hours
corresponding to production needs. IG Metall collective bargaining experts
considered this concept simply a way for employers to avoid having to pay costly
overtime premium$: On the eve of the introduction of the final phase of the
work-time reduction agreed in 1987 (to thirty-seven hours), employers hoped to
cleave IG Metall ranks by hailing the proposals for combining work-time reduc-
tion with extended operating hours of SPD vice-chairman and chancellor candi-
date Oskar Lafontaine. Similarly, representatives of the employers federation
praised the “progressive” position of the IG Chemie on weekend work and
work-time flexibility.*?

IG Metall leadership, meanwhile, was committed to pushing through the final
step toward the thirty-five-hour week while the business upswing persisted. The
union would not accept regular Saturday work as a flexibility concession tied to
work-time reduction, arguing that with the introduction of Saturday work, only
Sunday remains to service machines, opening the door to regular Sund&y work.
Moreover, in the aftermath of the IG Druck’s successful strike to defend free
weekends, union leadership was becoming more conscious of the value to
membership of the work-free weeketid.

Additionally, the IG Metall was staunchly resistant to proposals to restrict
regional collective bargaining to setting the framework of an agreement, leaving
terms of implementation to plant-level interaction of management and works
councils®® As the debate over the upcoming 1990 bargaining round heated up,
employers increasingly called for an agreement to settle details of work arrange-
ments at the plant lev# Despite strong union representation at the plant level,
IG Metall leaders refused to consider such a “withdrawal of the union from the
plant.”’

Ultimately, the IG Metall conceded some ground on flexibility in 1990 in
exchange for gaining the thirty-five-hour week effective 1 October 1995. A small
percentage of workers in each plant could work up to forty hours a week, but only
on a voluntary basis. Those working extra hours could be compensated in wages
or free time. In accordance with its effort to reduce hours worked, the task of the
IG Metall would be to convince workers to take free time as compensation for the
extra hours.

While conceding additional flexibility of individual working hours from week
to week in the bargaining round with VW concluded in September 1995, the IG
Metall retained its protection of Saturdays, with VW limited to designating
twelve Saturdays per year as regular workd&yespite escalating pressures
from employers and a growing burden of blame for rising unemployment, the IG
Metall has in contrast to the IG Chemie constrained employer efforts to develop
production-oriented hours.
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Markets, Institutions, and Union Strategies

We have seen that while German printers responded to fundamental restruc-
turing by seeking to limit the ability of employers to expand operating hours and
thereby consolidate production and employment, Britain’s NGA aimed to sustain
unionized labor. In British engineering, the AEU responded to rationalization in
the auto industry by offering unlimited labor flexibility and industrial peace in
return for jobs, while the TGWU sought both to defend union prerogatives and to
place clear limits on employers’ discretion to redeploy labor. In the German
chemicals industry, the IG Chemie calculated that promoting competitiveness of
the industry demanded responsiveness to local needs of employers, while the IG
Metall in German metalworking carefully limited its concessions to local de-
mands. As these varying responses to industrial restructuring suggest, and as
Tables 1 and 2 indicate, union policies are therefore strategic choices, not simply
courses of action dictated by sectoral and systemic constraints.

In addition to suggesting that individual union strategies are not entirely
products of sectoral or systemic factors, the empirical evidence reviewed here
establishes that outcomes have varied both cross-nationally and trans-sectorally,
as indicated in Tables 3 and 4.

Comparing unions across both systems and sectors reveals that no single
factor—markets, national industrial relations systems, union organization, or the
strategic choices of individual unions—determines the fate of organized labor.
However, where national industrial relations systems, union organization, or
strategic choices reinforce patterns of adjustment focused narrowly on the re-
moval of worker protection and of barriers to labor flexibility, labor is most
malleable. This result is likely to be either a tendency for unions to abandon
autonomous strategies of interest articulation, as in the case of Britain's AEU, or
to be overwhelmed in the process of defending autonomous definitions of labor
adjustment by the workings of markets, the decisions of employers, and the
actions of individual plant-level representatives, as in the case of the NGA.

It is also clear that strategic choice makes the most difference for outcomes
where national industrial relations institutions enable unions effectively to pursue
autonomous strategies, as in Germany, as the cases of the IG Druck and IG Metall
and the contrasting case of the IG Chemie demonstrate. For unions in an unstruc-
tured systemic environment, where positive union rights are severely limited and
employer organization fragmented, as in Britain, the possibility of avoiding
devastation at the hands of the market depends on a complementary relationship
between central and local organization. This implies that unions define inde-
pendent paths of adjustment to market demands centrally while having sufficient
local organizational strength to ensure that their strategies are implemented at the
point of productiorf® Even in such conditions, the union presence cannot com-
pletely shield workers from the costly consequences of markets but can soften the
impact, as in the case of TGWU local officials at Vauxhall's Ellesmere Port
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Table 1
Union Strategies and Levels of Systemic Regulation

Degree of Regulation of Industrial Relations

Strategies L H

Dependent AEU (UK) IG Chemie (Germany)

Independent TGWU (UK) IG Metall (Germany)
NGA (UK) IG Druck (Germany)

Note: AEU = Amalgamated Engineering Union; TGWU = Transport and General Workers Union;
NGA = National Graphical Association.

Table 2
Union Strategies and Sectoral Constraints

Pressures for Structural Change in Sector

Strategies M H

Dependent IG Chemie AEU

Independent IG Metall TGWU Independent
NGA

IG Druck (Germany)

Note: AEU = Amalgamated Engineering Union; TGWU = Transport and General Workers Union;
NGA = National Graphical Association.

Table 3
Outcomes for Unions by National System

Degree of Regulation of Industrial Relations

Outcomes L H
Favorable TGWU (limits on flexibility of IG Metall (restrictions on weekend work)
labor deployment) IG Druck (limited plant operating

hours through “work-free” weekends)

Unfavorable AEU (total labor flexibility; IG Chemie (unrestricted weekend work)
loss of union bargaining authority)
NGA (deskilling and deunionization;
individual employment contracts)

Note: AEU = Amalgamated Engineering Union; TGWU = Transport and General Workers Union;
NGA = National Graphical Association.

facility. Where no challenge to employer interpretations of market demands is
articulated at a central level, it becomes more difficult for local union officials to
marshal the resources required to challenge employers. This corresponds to the
experience of the AEU, whose local union officials frequently share the world-
view of TGWU shop-floor officials but often do netaeive the necessary gpapt

from central offices to actively advocate alternative paths of adjustment. Con-
versely, where local organization is largely autonomous, even a central union
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Table 4
Outcomes by Sectoral Constraint

Pressures for Structural Change in Sector

Outcomes M H

Favorable IG Metall TGWU
IG Druck

Unfavorable IG Chemie AEU
NGA

Note: AEU = Amalgamated Engineering Union; TGWU = Transport and General Workers Union;
NGA = National Graphical Association.

organization articulating an oppositional strategy may be unable to sustain local
implementation, as in the case of the NGA.

Where industrial relations rules, social partnership, union rights, and employer
organization are firmly institutionalized, as in Germany, union influence at the
point of production is fostered by the central articulation of an oppositional
strategy tied to strong local organization, as in the case of the IG Metall. As the
case of the IG Druck shows, strong central organization by itself can be a potent
force in defining alternative paths of adjustment to those identified by employers.

At the same time, where a tradition of social partnership prevails, employers
are less likely to define and pursue paths of adjustment that impose costs
exclusively on labor. This is important for the fate of workers in the German
chemicals industry. Given that the IG Chemie, with a strong central organization
compared with its relatively weak shop-floor presence, has pursued a strategy of
commitment to rationalization rather than opposition, outcomes are dictated
largely by employer interpretations of market demands. However, these remain
constrained by employers’ own deeply ingrained sense of social partnership.

FACING THE MARKET:
MARKET POWER AND ITS LIMITS

The diverse experience of manufacturing sector unions facing the market in
the 1990s has implications both for the interaction between markets and institu-
tions and for the relationship between institutions and ideas. Recent analyses of
the twin problems of industrial competitiveness and mass unemployment in
western Europe suggest that not only outcomes but institutions must converge.
Some observers of the British system attribute a surge in foreign direct investment
during the latter half of the 1980s and early 1990s not only to the coming of
Europe’s Single Market but also to Britain’s policies of labor market deregulation.
The European Commission’s 1993 white pa@eowth, Competitiveness, Em-
ployment proposes that labor market deregulation and more flexible working
hours are essential for all EU member states to boost employment and competi-
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tiveness'® Studies of Germany’s social market economy suggest that the institu-
tions of the German system, valued fecades as a generator of political stability,
have begun to depress economic performance and must be redesigned to facilitate
successful adaptatidf.

These analyses recognize that institutions are important determinants of the
allocation of authority in society. However, they suggest, either implicitly or
explicitly, that markets respect no institutional barriers and leave no room for
choice—the changing international economy demands structural adjustment, and
the path of adjustment is narrowly circumscribed. They ignore the enduring force
of institutions to shape the preferences of societal actors and the choices available
to them.

At the same time, institutions themselves are the products of choice. Recent
studies of organized labor in “corporatist” countries reveal that labor’s seat at the
national bargaining table was not simply a product of labor power. Employers
recognized the value of labor's presence in central bargaining; institutional
designs reflected the preferences of powerful employers and segments of the labor
movement for particular outcom&3 Similarly, the Federal Republic’s postwar
system of industrial relations was designed to promote cooperation between
workers and employers, to depoliticize industrial relations, and to sustain indus-
trial peace. Despite market forces, the majority of German employers continue to
value unions as agents of an orderly process of industrial restructuring and
recognize that achieving the flexibility they need to compete requires union
participation. Employer perspectives in turn produce variation in union experi-
ences of the demands of the market.

Finally, while policies tend to generate their own politics and institutions
promote particular outcomes, neither market forces nor institutional designs
eliminate the realm of choice within which political actors operate. Sustaining
prosperity in postindustrial societies clearly demands structural adjustment of
industry. However, the path of adjustment is broader than advocates of institu-
tional convergence suggest, thus creating a permissive environment for union
autonomy. Differences in the strategic choices of unions may appear subtle, but
they may be dramatic in the lives of the people directly affected. Indeed, viewing
a range of strategic responses to market conditions indicates that unions, like
people, influence their own fates, even if not in circumstances of their own
choosing:®
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