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Preface

The last quarter of the twentieth century was a period of profound social
and economic transformation which has far-reaching implications for
organized labour. In many countries, the numerical strength of unions
declined, and the viability of labour market institutions, which unions helped
establish, has been called into question. Globalization and its ramifications
present a formidable challenge which requires new approaches and strategies
on the part of the labour movement if it is to remain a major actor influencing
social policy.

The International Labour Organization has an obvious interest in these
developments. It is especially concerned with the ways in which trade unions,
a pillar of the Organization, have responded to challenges arising from
globalization. Early in 1998, the International Institute for Labour Studies
launched a project entitled “Organized Labour in the 215 Century”, designed
to highlight the role of the trade union movement in contributing to dynamic
social policy and equitable growth. The project addressed three major issues:
the changing environment of labour and unions; trade union responses
to these changes; and future perspectives for labour in society and in the
global economy.

The project was launched in collaboration with major international trade
union organizations and the ILO Bureau for Workers’ Activities. Activities
were organized on two tracks: an electronic network linking trade union
practitioners with academics and the ILO; and comparative research on union
responses and strategies in different countries.

The electronic network was originally established to elicit views from both
union practitioners and labour specialists and to provide a forum for dialogue
between the ILO, working people and the academic community. The network
developed into an on-line conference, a unique experiment which enabled
its members to build links with each other and exchange ideas on the future
of the labour movement. This process revealed widespread concern and
interest in revitalizing the labour movement. The Institute has prepared a
number of reports based on the themes and proceedings of the on-line
conference. These reports, along with an anthology of the main contributions
by the conference participants, have been posted on the Institute web-site
(www.ilo.org/public/english/bureau/inst/project/labns.htm).

Comparative research was also organized within the framework of
structured case studies on “Trade union responses to globalization”. The
studies were conducted by noted academics in 15 countries:; Brazil, Canada,
Chile, Ghana, India, Israel, Japan, Republic of Korea, Lithuania, Niger, South
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Africa, Spain, Sweden, Tunisia and USA. The studies have been published
in different languages as Discussion Papers of the Institute and posted on
the Institute web-site.

The on-line conference and the case studies together have yielded several
significant findings. They highlight the importance of organizational
strategies to enable unions to exercise voice and influence policy. They reveal
that the major challenge for unions in all countries, notably in developing
countries, is the representation of non-traditional constituents and the
provision of new services. They show that changes in the world of work and
in social attitudes are leading to union alliances and coalitions with other civil
society actors for common goals.

This volume presents a representative sample of the comparative research
undertaken by the Institute. It includes selected country case studies on the
theme “Trade union responses to globalization”, edited and abridged to
illustrate experiences drawn from three broad groups of countries:
industrialized economies; middle-income countries; and developing nations.

It is our hope that these studies will generate wider understanding of
the role and changing priorities of organized labour in countries at varying
stages of development. More specifically, by stimulating greater reflection
and analysis, we hope they will contribute to the formulation of effective
policies and strategies for labour movements in the years ahead.

Padmanabha Gopinath
Director, International Institute for Labour Studies
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Organized labour in the 21% century —
Some lessons for developing countries

A. V. Jose!

This introductory chapter is organized in two parts. Part | gives an
assessment of the findings from various studies and activities carried out
under the project “Organized Labour in the 21t Century”.? The main focus
here is on the lessons learned from the approaches and strategies of trade
unions in terms of promising responses to the social and economic changes
that came along with globalization. First, we make some observations on
changes in the environment due to globalization and its impact on some
labour market institutions. Then we look at how the unions have responded
to the changing environment by making suitable adaptations to the labour
institutions and also the structures for organizing and representing the
interests of workers.

The main theme advanced in Part | is that trade unions over the past
several decades have constantly adapted themselves to changes in the world
of work; in the process they emerged as major partners in development
contributing to the growth of markets and democratic institutions. Unions
blended strategies for converting labour into non-competing groups, as a
result of which they have come to occupy a unique position as purveyors
of social cohesion in all societies. We argue further that in recent times the
political fall-out of globalization has cast a shadow on the cohesive role and

1 The author alone is responsible for the views expressed here. He would like to
acknowledge the valuable advice and support received from Jean-Michel Servais and
Padmanabha Gopinath in the preparation of this paper.

2 The studies are the following: Nathanson et al. (1999), Bhattacherjee (1999), Inoue (1999),
Song (1999), Fahlbeck (1999), Dovydeniene (2000), Campero (2000), Ojeda-Aviles (2000),
Bezuidenhout (2000), Adji (2000), Anyemedu (2000), Ennaceur (2000), Herzenberg (2000),
Jose (2000), Matteso and Pochmann (2001), Murray (2001) and Wong (2000). The study on
Singapore by Wong was prepared for an Asian regional meeting on Organized Labour held
in Seoul. Most of these studies in their original version have been published as Discussion
Papers and posted on the Institute web-site: http://www.ilo.org/public/english/bureau/
inst/project/labns.htm. The present chapter has also drawn from several reports of the
Institute based on the themes and proceedings of the on-line conference, referred to in the
preface to this volume. These reports: Murray (2000), Hermann (2001) Mozdzer (2001), and
Tan (2001), along with an anthology of the main contributions by the conference participants,
are on the Institute web-site.
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that unions need to configure new strategies if they are to resume their role
as guardians of social cohesion.

Based on the above findings, Part Il of this chapter discusses some
conclusions about the priorities and strategies of the labour movement in
developing countries.

Part |

1. The changing environment

Trade unions came of age during the second and third quarters of the
twentieth century when they became significant forces influencing the course
and content of economic progress among the industrial economies of the
West. During that period, the unions built strong organizations to represent
the interests of workers and they guided the development of numerous social
institutions governing labour markets. In the process they delivered major
outcomes through improved living standards, equity and justice to workers
all over the world.

The benefits which unions have gained for labour are embodied in the
regulatory instruments and institutions of the industrial relations system that
governs labour markets. Salient features of the system in the industrialized
countries are: (a) full-time employment, governed by an open-ended contract;
(b) collectively negotiated wage structure; (c) social benefits to workers and
their dependents distributed through the main income earner; (d) control over
working time and safety standards; and (e) job security for a majority of
workers.

The institution of industrial relations has not been limited to the
developed countries. Some variants emerged in the developing countries too,
where industrial workers in their capacity as pioneers among the ranks of
an economically powerful middle class could claim numerous benefits
including higher wages, better working conditions, civic amenities and social
security benefits. They were politically important allies of the state, and were
represented through unions active in regulated industries and public sector
enterprises. The benefits they derived from employment were embedded in
a “social pact” which set the terms of compromise between capital, organized
labour and the state in sharing the national product.

Until the 1970s trade unions functioned in industrial societies within a
framework mainly marked by the following features: stable employment
relations, a significant public sector, organized social actors, and common
values shared by all the social partners. Following globalization, the above
features underwent significant alteration during the closing decades of the
twentieth century. Some contributory factors that have added to the pace of
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change may be listed as follows: (i) technological progress and accompanying
changes in the composition of the workforce; (ii) an increased supply of new
entrants into labour markets, particularly women; (iii) the adoption of liberal
economic policies by governments; and (iv) the practice of flexible labour
market policies.

Technological changes made it possible to reshape production through
new forms of industrial organization and the relocation of production
platforms. They led to the disintegration of large work places and the rise
of small, geographically dispersed units of production. The changes also set
in motion a polarization of the workforce into two distinct categories,
traditionally less represented by the unions. At the higher end of the scale,
workers tend to be better educated, career minded, individualistic and less
motivated by class interests and solidarity. At the lower end are workers with
fewer skills, who are marginalized, scattered and prone to exploitation.

There has also been a significant increase in the supply of workers in
urban labour markets, mostly on account of demographic changes. A large
proportion of the new incumbents are women or migrants. The influx of
women workers has mostly been into insecure and poorly paid work on
export platforms and production chains, thereby accentuating inequalities
within labour markets.

Competitive pressures generated by globalization have led to a decline
in the capacity of the state for resource mobilization, an increased reliance
on austerity measures and a government retreat from Keynesian approaches
to full employment and expansionary economic policies. Besides, the historical
alliance between the labour movement and social democratic regimes seems
to have weakened over time. The new emphasis is on privatization and
downsizing of public sector enterprises and on liberal economic policies to
encourage private enterprises in areas traditionally reserved for the public
sector.

Liberal economic policies coupled with supply side pressures have
resulted in a widespread adoption of flexible labour market policies. Practices
such as subcontracting, outsourcing and the hiring of temporary and part-
time workers, long considered as atypical work, are becoming more common
especially at the lower end of the labour market.

The changes in the composition of the workforce and the adoption of
flexible labour market policies have called into question the viability of several
labour institutions upon which the unions have always relied. In the past,
labour legislation and collective agreements embodying job security, wages
and non-wage benefits have taken into account the requirements of a
relatively homogeneous workforce that conformed to the post-war construct
of a “normal employment pattern” characterized by full-time jobs and stable
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career trajectories. It became increasingly difficult for unions to defend these
institutions as they came under attack by market forces.

New entrants at the higher end of the labour market are not necessarily
inclined to support the normal employment pattern espoused by unions. At
the lower end of the market, excess supply is reflected in the widespread use
of non-standard employment relations including subcontracting, part-time,
temporary and home-based work. The end result may have been rising wage
inequality, eroding job-ladders, and in some countries, falling rates of health
care coverage and declining value of social security benefits.®

2. The modification of labour institutions

Unions in some industrialized countries and also emerging economies
have been remarkably successful in adapting to globalization, maintaining
their strength, influence and visibility. This is because they anticipated change
and modified their institutions and structures for strategic engagement with
the constituents. Sweden, Canada and Singapore stand out among the
countries that followed new approaches with positive results.*

It has been noted that in Sweden and Singapore the unions accepted the
need for flexibility and prepared themselves to live in a era of profound
technological changes. They opted for a shift in emphasis towards ensuring
the employability of workers; they mobilized resources along with the state
and business to create facilities for continuous training and skill upgrading.
The training facilities especially addressed the needs of less-skilled workers
who were at risk of exclusion from employment. The unions also took
responsibility for assisting the state in providing a variety of services —
educational, social, cultural and recreational— that enriched the personal and
professional lives of members and their families.

There is, however, a notable difference between developed and
developing countries with regard to the current situation of unions and labour
institutions. In the industrial economies, trade unions are in most cases well
past the stage of having had to struggle to improve the basic conditions of
work and living standards of their constituents. Economic growth during the
post-war decades has led to a conspicuous decline in the number of workers
exposed to exploitative conditions. As the industrial economies advanced to
higher levels of income and productivity, the traditional membership base
of unions shifted towards skilled work. The unions also moved into new fora

¥ These issues have been highlighted by Herzenberg (2000) as major problems facing labour
in the United States.

4 The repertoire of union responses is discussed in Fahlbeck (2000), Murray (2001) and Wong
( 2000).
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for collaboration with employers, ostensibly for the creation of a new
industrial relations regime based on the management of human resources.

The outlook and approach of the unions in industrialized countries have
been influenced by the fact that the emerging industrial workforce in these
countries is employed in companies or enterprises at the very frontier of
technological progress and global economic leadership. Increasingly they are
inclined to view industrial society through a supply side optic and to work
with business and government for the development of human resources.
Besides, the maturing of representative institutions during the “golden age”
of industrial society has effectively guaranteed workers a voice in the making
of social policy.

The situation is quite different in the developing countries where labour
institutions have been unable to achieve a secure income for the majority of
workers. The ascent of flexible labour market policies seems to have reduced
the influence of unions over the development of institutions for labour market
governance. The “language of flexibility” is more widely used; it has become
a critique of the legitimacy and position of the labour movement in developing
societies.® Nonetheless, among the developing countries there has been a
discernible shift away from an earlier phase when unions resisted
globalization towards a readiness to accommodate the demands of market
forces. The results produced during the early years of confrontation were not
very encouraging either.? The new thrust is to develop a broad support base
for unions through addressing the needs of multiple constituencies, backed
by innovative schemes for job creation and active involvement in human
resource development.”

3. Adaptation of union structures

Two observations stand out: first, the unions have adapted their
representative structures in accordance with changes in the composition of
the workforce; and second, they have embraced new approaches to providing
services for their constituents.

When technological changes and liberal economic policies together
undermined the social basis of unionization, two related factors emerged

® This observation made by Bezuidenhout (2000) in the context of South Africa is applicable
to all developing countries.

& For instance, in countries like India where unions strongly defended workers in
predominantly labour intensive industries, the net outcome was a long-term decline in
employment and wages. The industries closed down and the regions that harboured them
became industrial wastelands. The textile mills of western India and the jute mills of eastern
India are cases in point (Sherlock, 1996).

" The new approaches being tried out are discussed in the studies on Ghana (Anyemedu,
2000), India (Bhattacherjee, 1999), Korea (Song, 1999) and Chile (Campero, 2000).



6 ORGANIZED LABOUR IN THE 215" CENTURY

restricting any further growth of unions. First, industrial employment
gradually shifted towards small and geographically dispersed units that were
more adept at flexible work practices. Second, the civil service and the public
sector enterprises that have always been the main citadel of unions were faced
with a significant reduction in size.

In terms of size and location decentralized units of production are not
necessarily viable for the purpose of organizing.® The inverse relationship
found to exist between the cost of organizing and the size of enterprises has
compelled the unions to create new representative structures that can
maximize the benefits of unionization.® Another notable development,
observed in several countries, has been the rise of enterprise-based company
unions, akin to business unionism, representing workers at the higher end
of the skill spectrum, but insulating them from a sense of collective identity
or solidarity among workers. The new structures offered efficient solutions,
better wages and more fringe benefits compared to earlier ones that catered
to large numbers in an environment of militancy and solidarity.X®

In the changing environment unions created new structures at different
levels for organizing workers and representing their interests. Even in
countries where collective bargaining traditionally took place at the plant
level, there was a move towards centralized structures for negotiation. In
continental Europe enterprise unionism became an important forum for
complementing negotiations at the higher level. The Works Councils which
started in countries like Germany, where labour and business practise
mutually beneficial consultation, are now being adopted all over Europe.

The changes also forced the unions to address the concerns of new
constituents, notably women workers, who were traditionally not represented
through union structures. A commendable achievement in Sweden is that
almost all the women entering the workforce have been brought into the union
fold. In the industrialized countries, unions have increasingly been
campaigning for better community services for children and dependents,

8 Herzenberg (2000) draws attention to a significant increase in the cost of unionizing in
the United States. This topic also figured in the on-line debates on the future of Organized
Labour (Murray, 2000).

° In the United States, unions have laid emphasis on organizing less-skilled workers, women
and minority groups in the service industries (Bronfenbrenner et al., 1998). There have also
been innovative approaches to organizing low-skilled workers in small enterprises under
the aegis of area-specific organizations.

1 The rise of enterprise unions, generally independent and non-affiliated to apex bodies or
political parties has been reported in a number of studies, for instance: Bhattacherjee (1999),
Inoue (1999), Song (1999), Campero (2000), Adji (2000), Anyemedu (2000), and Murray (2001).
In India, the rise of such unions has also been associated with an increase of regional
disparities in income distribution (Jose, 2000; Sherlock,1996).
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parental leave for working parents, training facilities for working women and
an increased number of women in leadership positions within unions. These
concerns are just beginning to surface in union strategies in the developing
world.

More important is the fact that the unions have been on the lookout for
new constituents; they have broadened their definition of collectivity through
fresh recruitment and mergers with other unions. The unions also secured
the support and loyalty of another rising category—temporary and part-time
workers—through concluding special agreements on their behalf. These
experiences indicate that a strong fraternity of workers built through the
provision of specialized services can make the unions a force to be reckoned
with for many years to come.

The competitive forces generated through globalization seem to have
undermined the unique status of unions in some countries as the exclusive
providers of services. They have been compelled to adapt their structures
to make them efficient and far more responsive to the changing needs of
workers and society in general.*? Unions have learned the hard way that the
provision of services is a necessary but not sufficient condition for building
strength and that equal attention needs to be directed to the provision of
competitive services.®®

Unions also encountered new problems arising from mismatches between
their traditional platforms for representation and the new employer structures
appearing as the result of mergers, acquisitions and corporate restructuring.’
The rise of macro-regional markets such as the EU, NAFTA and ASEAN has
also prompted the unions to consolidate their representative structures at
regional level.”®

11 The need for unions to address gender-specific problems such as pay equity, child care,
sexual harassment, etc. and also the needs of multiple constituencies based on gender, race,
ethnicity and age were raised in several studies and also during the on-line conference. See
Network Report (1999), Murray (2000), Fahlbeck (2000), Spalter-Roth et al.(1994), and
Milkman (1992).

12 For instance, the traditional structures that provided union services became dysfunctional
among the former planned economies such as Lithuania in Eastern Europe. It became
necessary for unions to cooperate with the state and business for the development of new
institutions concerned with social insurance and social assistance (Dovydeniene, 2000).

1 The experience of Histadrut, the apex union of Israel, is a case in point. The emergence
of competitive providers of heath care following the enactment of the National Health
Insurance Law in 1994 severed the links between trade unions and the provision of universal
health care and resulted in a 60 per cent fall in union membership (Nathanson et al., 1999).
1 This problem has been discussed by Herzenberg (2000) in the US context.

5 The acronyms respectively stand for European Union, North Atlantic Free Trade Area and
Association of South East Asian Nations. The consolidation of markets is referred to in a
report on network activities under the project on Organized Labour (Network Report, 1999).
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A general observation arising from the studies and on-line discussions
held under the project is that over the years, unions in all countries have
grown from a predominantly bargaining role to a broader one in representing
the voice and interests of labour. Unions responded to the challenge of
meeting the changing requirements of the industrial workforce, established
themselves as credible partners and provided a variety of services to members
and non-members, including mutual aid, credit, insurance, housing and
consumer services. In many countries the preeminent position which unions
enjoyed in terms of membership and influence over government policy was
anchored in the services which they provided to their members.®

Perhaps the most significant outcome of unions taking on a broad range
of responsibilities is that they created an enduring platform for workers’
participation and partnership in the development of industrial economies.
Unions contributed to building a unique set of institutions that helped sustain
workers’ involvement in the development of markets. More important, they
made use of such institutions to develop the political space for democratic
institutions. Union experience in these areas provides some valuable lessons
for their counterparts in developing countries.

4. Unions as partners in development

An important lesson arising from industrialization in the West is that large
numbers of workers were absorbed as partners in the development of
markets. Growth and accumulation in industrial economies made it possible
for workers to secure higher wages, better living standards and more
opportunities for wealth creation. Workers played the dual role of mass
producers and mass consumers, thus contributing to a continuous expansion
of the economy.!” The institutions embodying the partnership between
workers were crucially important to the development of markets. This
partnership had three main aspects: (i) participating directly in the production
of goods and services; (ii) strengthening markets through raising or sustaining
the general level of consumption; and (iii) promoting the professional mobility
of workers.

16 See for instance studies on Israel (Nathanson et al., 1999) Japan ( Inoue, 1999) Sweden
(Fahlbeck, 1999), South Africa (Bezuidenhout, 2000), Singapore (Wong, 2000) and Canada
(Murray, 2001). Workers’ perception of unions as effective providers of services was a crucial
factor underlying high union density in Scandinavia. The Histadrut of Israel grew in strength
until the early 1990s with an impressive membership based on the provision of services,
notably health care, that covered almost the entire population.

17 This theme figures prominently in the works of Landes (1998) and Hobsbawm (1994).
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Participation in production often came through initiatives organized by
cooperatives in fields such as housing, transportation, retail distribution, food
and catering, health care, financial and personal services. These ventures
mobilized the capital and skills of numerous small-scale producers as well
as workers, and provided them with technical services which helped them
organize production and distribution. The goods and services they produced
had a moderating influence on prices; they helped consumers stretch their
income and derive greater benefits from limited resources. Besides, the
enterprises created a range of income-earning opportunities to labour-market
entrants in urban areas and facilitated their long-term mobility into secure
jobs.

Organized labour also participated in the creation of different institutions
that strengthened the markets. The institutions for wage determination, in
particular minimum wages and solidarity wages, ensured a solid and rising
wage floor for workers, boosted their purchasing power and raised aggregate
demand in society. A second category of institutions aimed at reducing
workers’ vulnerability to cyclical fluctuations in the market and other
contingencies beyond the workers’ control. Numerous insurance-based
schemes, either privately funded or socially financed, have been organized
to guard against contingencies such as unemployment, morbidity and
disability.® They are seen as an important element underlying the stability
of market economies.

A third area for union collaboration has been in creating opportunities
for workers’ mobility in terms of income, skills and employment status. This
involved the design and development of institutions to impart skills,
especially premium skills, also ensuring that skill acquisition becomes
affordable to workers.*®

5. Development of democratic institutions

In the past, organized labour has served as a potent social actor creating
a political space for the ascent of democracy. The post-war decades, known
as the “golden age” of industrialization in Europe, created a favourable
climate for sharing the fruits of economic growth. Organized labour, by virtue
of its vantage position as a partner in production, helped establish several
institutions for a broad-based sharing of prosperity. The presence of an activist

18 For a detailed discussion of the types, context and purpose of these institutions, see Piore
and Sabel (1984), Ch.4.

19 The partnership of unions in development through cooperatives and special institutions
for skill development, as it evolved in the context of Singapore has been discussed
by Wong (2000).
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state involved in the allocation, stabilization and redistribution functions of
modern governments, encouraged the unions to consolidate their position and
contribute to social policy making in the framework of democratic
institutions.?

Unions were an important vehicle for the transition to social democracy;
they converted the economic space of the industrial workforce into a political
space and made it possible for the whole of society to gain access to civil
and political liberties.? Historically, the most important contribution of unions
has been to broaden the base of a workers’ constituency that has attained
entry into industrial market economies and in turn, gained access to civil and
political liberties through democratic institutions. As a result, Western
industrial societies have become near synonyms for democratic societies. A
new challenge before the labour movement today is to take democracy and
human rights beyond the portals of industrial societies and make them
accessible to all workers in the developing world.

In developing countries, globalization seems to have yielded an indirect
and unexpected result in that it has strengthened democratic institutions. The
earlier “social pact” created to prop up the compromise between the state,
capital and labour failed to withstand the tide of market forces; it rendered
the economy fragile and the labour force vulnerable. What followed was a
shift away from inward-looking industrialization strategies and a decline in
the protection of domestic industry. Labour became more militant and there
was a disruption of the social accord which sustained the early phase of
paternalistic industrial relations. In many developing countries, labour
organized huge protests which were not simply a response to the decline in
income and employment opportunities, but also a moral struggle against the
“breach of trust” implicit in the break-up of the pact. They culminated in a
powerful movement demanding democratic accountability by the regime in
power.?

20 The rise of a welfare state and workers’ involvement in the development of social
democratic institutions in the context of Western Europe are discussed by Crouch and Dore
(1990) and Esping-Anderson (1996).

2L A number of case studies held under the Organized Labour project-Fahlbeck (1999), Ojeda-
Avilés (2000), Song (1999), Campero (2000), Bezuidenhout (2000) and Adji (2000)-highlight
the positive contribution of organized labour to the development of democratic institutions.
22 \Webster and Adler (1998) explain this breach of trust as an aftermath of the stabilization
and structural adjustment programmes inspired by the Bretton Woods Institutions. They
argue that the struggle against the violation of the pact discredited several state corporatist
regimes and fuelled pro-democracy movements in the 1980s and the 1990s. The latter
observation is supported by several studies under the project: Song (1999), Adji (2000),
Anyemedu (2000), and Campero (2000).
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In many countries the protests were met with repression and also the
arrest and intimidation of union leaders.?? As it happened, adversity and
repression brought out the best in trade unions. They campaigned against
authoritarian regimes, broadened their social base beyond organized labour,
developed solidarity with progressive forces in society and led a sustained
struggle to establish or restore democracy. Among the countries studied
under the project, the Republic of Korea and Chile stand out as cases where
organized labour consolidated its political space and accelerated the pace of
change to multi-party democracy. The studies also indicate that a union-led
process of democratic transformation is well under way in a number of
developing countries.?* Evidence from these countries shows that democracy
enhances the potential of trade unions to act as counterweights to the power
of state and capital.

6. The cohesive role of unions

Unions nurtured social cohesion by involving themselves in the design
of institutions that minimized income disparities, guaranteed a secure income
and improved living standards in industrial society as a whole. Firstly, unions
aimed at correcting imbalances in income distribution through maintaining
“solidarity wages” that minimized differentials between workers. Secondly,
they adopted an inclusive approach to workers outside the union, and
provided a variety of services which made them non-competing groups in
the world of work.% The latter role brought them to new fora for collaboration
with other actors representing different interest groups in society.

It appears that in recent times the cohesive role of unions has become
less important. This may be attributed to a decline in the commonalities that
defined the collective identity of workers in industrial societies. The
conventional model of unionism, built on a collective identity of workers, is
not necessarily appropriate to address the needs of a heterogeneous
workforce, differentiated in terms of skills and living standards.?® The studies

z The story is recalled in several studies listed in footnote 21.

24 Studies in Africa: Bezuidenhout (2000), Adji (2000), and Anyemedu (2000) draw attention
to the current union thrust towards building democratic institutions.

% The union strategy of creating non-competing groups is discussed in Western (1997). The
cohesive role of unions based on the provision of services to workers and non-workers figured
prominently in the discussions during the on-line conference on Organized Labour. See Murray
(2000).

% This point is argued by Murray (2001) in the setting of trade unions in Canada. Valkenburg
(1996) has pointed out that collective frames of reference for industrial society, from which
people in the past derived part of their individual and social identity, are losing significance.
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point to some contributory factors that have aggravated the divergence of
interests between workers in all countries, both developed and developing.

Firstly, the rise of the information society seems to have sharpened skill
differences between workers.?” Knowledge or human capital is becoming a
prized resource that operates in a sellers’ market, without frontiers and
independent of union involvement. If all the emerging categories of
knowledge workers and managers were to join trade unions, they would go
for independent unions of professional workers. There is greater mobility
among such workers and they are less likely to identify with the unions of
the firm or enterprise they work for.

If the unions were to focus exclusively on the concerns of workers at the
high end of the market, there is a risk of their influence becoming
circumscribed and of interest to a dwindling proportion of the workforce.
Large numbers of workers who do not possess improved skills or belong to
competitive enterprises are likely to be excluded from the benefits of new
industrial relations being adopted worldwide.?® The crucial question is
whether the labour movement can rise to the challenge of simultaneously
addressing the concerns of all sections of the workforce.

The emergence of larger regional markets such as the EU, NAFTA and
ASEAN also exacerbates the differences between workers, within and
between the regions, in terms of employment, income and access to markets.
The above development seems to cast a shadow on the transnational solidarity
platform of workers nurtured by the international trade union organizations.
Globalization has added to the insecurity of workers, making them compete
even within the same region for highly mobile international capital. The
competition appears to be fiercer against workers outside the region, to whom
production is likely to be outsourced or subcontracted.”® This points to the
need for strategies that minimize competition between workers in different
countries and at the same time raise their access to global markets.

The findings from the Organized Labour project suggest that there are two
major problems which epitomize the main tasks ahead for the labour

27 Taylor (2001) has reported that between 1992 and 1999 total employment in the European
Union and the USA increased by 19.8 million. More than 50 per cent of the increase was
made up of knowledge workers (5.4 m) and managerial staff (4.7m). The rest was shared
by service workers (7.6m) and data workers (2.1m). During the same period employment
in manufacturing declined by 0.7m.

28 Campero (2000) argues that this problem needs priority attention by unions in Latin
America.

2 The question of workers from developed and developing countries having to compete for
the same jobs and the possible impact on the transnational solidarity of unions came up for
discussion at a meeting of the Research Committee on Labour Movements of the International
Sociological Association in Johannesburg (RC 44, 1999).
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movement. First is the rise in income inequalities between workers, especially
in developing countries; second, an obverse of the above problem, is the entry
of numerous people working under flexible employment relations which fall
outside the reach of any institutional safeguards. If unions resume their
traditional role as guardians of social cohesion, they need to find solutions
to the above problems in terms of arresting any further deterioration in
income distribution and developing institutional safeguards for vulnerable
workers.

Part 1l

In the rest of this chapter we make some observations concerning the
problems, priorities and strategies of the labour movement with special
reference to the situation in developing countries. It is also argued that
currently the labour movement is better placed to address and solve these
problems than at any time in history, since it is poised to gain strength and
support due to the rise of politically open regimes all over the world.

1. Correcting inequalities: Focus on developing countries

At this juncture there is need for a concerted attempt to turn the workers
crowding into the lower end of labour markets into non-competing groups
within and between countries. Three objectives require special attention: (i)
raising the level of minimum social wages as a long-term solution to low-
wage strategies; (ii) creating new institutional safeguards for people working
under flexible market relations; and (iii) facilitating equal opportunities for
access to and mobility within labour markets. The three goals together
correspond to an absolute floor in terms of social wages, safety nets and
opportunities for all in the global economy. They also constitute an agenda
for sustainable development, based on “intra-generational equity” for
pursuance by the labour movement.®

A minimum social wage can serve as a powerful instrument for taking
wages out of competition in overcrowded labour markets. Experience in
developing countries suggests that social spending determines the level of
minimum wages which can be set in relation to a basket of entitlements
including elementary education, primary health care, shelter, civic amenities
and a safe environment made available to all citizens through social spending
programmes. These transfers would in turn determine a minimum “reserve

30 Anand and Sen (2000) make a persuasive case for sustainable development strategy based
on intra-generational equity through enhancing the capabilities of people, particularly the
poor, to live in better conditions.
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price” below which labour would not be undersold on account of supply side
pressures. It might be noted in this context that some regions in the
developing world which have moved in the direction of carefully planned
public expenditure have attained significant increases in the real earnings of
workers in rural areas.*

Another area for attention is the creation of new institutions to safeguard
the long-term interests of low-skilled workers in terms of benefits such as
health care, insurance cover and old age pensions. It is probable that most
labour-market entrants, particularly the low-skilled workers, will remain
without regular full-time jobs, and therefore outside the protective umbrella
of labour institutions cherished by the union movement. This indicates a
pressing need for new institutional safeguards that can guarantee portable
entitlements to all workers—casual, migrant, piece workers and
subcontractors—irrespective of the location or duration of their job. The
possibility of many developing countries having to receive a large influx of
mid-career return migrants makes this an urgent task.

A third area for trade union involvement is in the establishment of
suitable and affordable facilities for skill development so that workers at the
lower end of the market can be helped to overcome the barriers of gender,
ethnicity and race that hamper their mobility in terms of income and
professional advancement. Such facilities can raise the supply price of labour,
equip workers to respond to expanding economic opportunities and help
them emerge as equal partners in the development of markets.

It needs to be emphasized that social wages, new institutions for social
protection and training facilities for workers at the lower end of markets are
relatively unexplored areas in the context of developing countries.
Nonetheless, they represent major challenges calling for innovative
approaches, leadership and guidance by the labour movement, which has the
capacity and resources to mobilize political support for the above agenda.

2. Accent on human rights and democratic institutions

Enhancing the entitlements of workers essentially means that the labour
movement should be in a position to demand increased social spending on
a political platform. To this end, the movement could build on a “rights-based
agenda for development”, making basic human rights i.e., civil and political
liberties, accessible to a broad spectrum of the polity. An important lesson

31 There is some evidence that in recent years, the Indian State of Kerala has attained progress
on the wages front through raising the level of social consumption based on an impressive
array of social spending programmes. This point has been elaborated in relation to the
observed increase in real wages of rural workers in Kerala (Jose, 1994).
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that follows from the experience of unions in industrialized countries is that
civil and political liberties are essential preconditions for converting the
economic interests of workers into rights and entitlements, and that only
liberal democracy provides the institutional environment for deriving
such rights.

Experience has also shown that the social pacts of trade unions in
developing countries were too fragile because they were not underpinned by
democratic institutions. Democracy can provide the labour movement with
the political space required for negotiating social wages, income security and
skill mobility within the framework of social pacts. Democracy will also
ensure that negotiated compromises work towards equity and justice for all
in the world of work.3? One positive feature is that the developing countries
today are closer to the goal of democratic governance than at any time
in history.

Many developing countries have begun to evolve democratic institutions;
they are closer than ever to establishing a liberal democracy for two reasons.
First, there is a universal trend towards the liberalization of political regimes
as a side-effect of globalization. Second, the unions have been instrumental
in accelerating the pace of transformation through their sustained support
and solidarity with the struggle for democracy. The labour movement offers
the best prospects for leading the way to a constitutionally liberal society in
which civil and political liberties, including the right to life, property and
freedom of expression, become accessible to all citizens. Only in a democratic
setting can the rights and entitlements of workers derive synergy from
each other.

3. Configuring the strategies

The priorities identified in the previous section point to the need for
organized labour to emerge as a politically important actor in a broad sense
of the term, influencing the content and direction of social spending. This goal
warrants some modifications to the strategies of the labour movement at both
national and international levels. We will conclude this paper by drawing
attention to three elements for consideration: (i) forging alliances with other
actors in society who share the values and objectives of the labour movement;
(ii) building on existing initiatives for strengthening the rights and
entitlements of people; and (iii) collaborating with other national and
international labour movements to strengthen democratic institutions.

%2 The instrumental importance of democratic institutions for the drawing of social pacts is
highlighted by Webster and Adler (1998).
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Organized interest groups who share the values and concerns of the
labour movement exist in all societies. They are embedded in communities,
religious organizations, ethnic groups and neighbourhood associations that
generally operate outside the workplace. An alliance with the above interest
groups makes good political sense, for it would help the labour movement
reach out to a larger collectivity, enhance its legitimacy and gain political
support for programmes addressed to sustainable development, equity and
justice.® In a world of divisive forces based on race, religion, gender and
ethnicity, the labour movement can emerge as a powerful secular force
binding all who share common values and aspirations. The destiny of the
labour movement is inextricably tied up with its cohesive role in society.

There are numerous instances of initiatives launched by activist groups
at local level aimed at securing different rights and entitlements such as civil
liberties, land rights, gender equality, education, health, shelter and a safe
environment. Organized under the aegis of non-governmental organizations,
cooperatives and development agencies these interest groups have a rich
repertoire of means to pursue the goals they have set for themselves. The
labour movement is ideally placed to build on such pro-people initiatives,
and consolidate them into a common platform for collective action. Political
pressure emanating from coalitions of interest groups offers the best prospects
for realizing the minimal goal of the labour movement —a social floor in terms
of human rights, minimum wages, safety nets and skill formation— for all
in the world of work.

A first step in this direction would be to initiate a dialogue between the
labour movement and other civil society organizations with a view to
understanding the economic and political environment in which the interest
groups articulate their demands; identifying the common ground that they
share; and discussing the modalities for pooling resources in search of
common objectives.

Finally, the creation of a social floor based on the rights and entitlements
of workers in all countries is an area for greater transnational collaboration
between the labour movements. It would be worthwhile pursuing the idea
of a global coalition of movements that could stimulate the provision of
support and assistance to fraternal organizations in individual countries, thus
helping to realize the basic goals of the movement.* Ideally the main thrust

¥ The transparency and representative character of these organizations are important issues
to be addressed in the context of launching joint activities. The problems and prospects of
alliances among like-minded actors, pursuing common goals, are discussed in the World
Labour Report 1997. See | LO (1997), Ch. 2.

3 The case studies included in this volume point to a number of initiatives in the above
direction launched by trade unions of industrialized countries, for instance, the programme
of assistance and training by the Swedish unions in support of campaigns for democracy
in African countries (Fahlbeck, 1999) and the support for building strong labour institutions
in South East Asia by the Japanese unions (Inoue, 1999).
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of such inter-regional collaboration should be to generate a momentum for
political action leading to the adoption of social policies. A political
commitment to the social floor can come only through endogenous processes
involving the beneficiaries in individual countries. At best, the solidarity and
support of fraternal organizations can help activate the political processes and
sustain the labour movement in its demand for change.

4. Summing up

Throughout the twentieth century, trade unions have functioned in an
environment marked by dynamic changes in the world of work. During the
period they built organizational strength and a capacity to mobilize their
constituents; constantly improvised strategies to represent workers’ interests,
broadened their agenda to combine the multiple functions of bargaining, voice
and service provision, and created appropriate structures to implement the
agenda. At the same time unions influenced social policy and assisted the
development of institutions to regulate markets.

The positive role of unions in society has had two distinct features. Firstly,
unions transcended their role of defending special interest groups to became
major partners in the development of markets; in the process they matured
into a powerful engine driving economic growth in industrial economies.
Secondly, unions converted their organizational space into a political space
and contributed to the development of democratic institutions. Through
pursuing the above goals unions came to occupy a unique position as the
purveyors of social cohesion in all societies.

Globalization and the increased integration of markets during the closing
decades of the twentieth century entailed two inter-related developments: a
trend towards greater economic liberalization of markets and a movement
towards the democratization of governments in all regions. These two
developments together have posed challenges as well as opportunities to the
labour movement.

The changes in the social and economic environment along with the
evolution of new technologies have led to distinct changes in the size and
composition of the industrial workforce. They have affected union structures
and called into question the viability of the regulatory instruments and labour
market institutions which the unions helped create and administer in the past.
In a number of countries unions have responded to the challenge and gained
or regained considerable ground in terms of organizational strength and
political influence. The strategies developed and the experience gained offer
interesting lessons for their counterparts in other countries.

Developing countries offer a vast array of opportunities to the labour
movement. Rising inequalities among workers in those countries points to
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a need for unions to strengthen their role as guardians of social cohesion.
A coordinated global strategy is required for raising the floor price of labour
and protecting the workers who crowd into the lower end of markets; it
should be complemented with support programmes for the development of
democratic institutions. The historical role of the labour movement is to serve
as a secular force guaranteeing equity and opportunity for all in the world
of work. This role is just as valid today as it was a century ago.
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Part 1

Studies on Japan, Sweden
and the United States



Japanese trade unions and their future:
Opportunities and challenges
in an era of globalization

Sadahiko Inoue

Introduction

This report provides an overview of the Japanese trade union movement
in the 1990s, a decade which saw the continued integration of Japan into the
global economy. The paper also makes a brief reference to trade union
movements at the international level today.

The Japanese trade union movement, which suffered divisions during
most of the post-war period, was at last unified in the fall of 1989 when Rengo
(the Japanese Trade Union Confederation) was formed as a national centre
of trade unions representing the overwhelming majority of unionized
workers. Two crucial developments in the 1990s were the end of superpower
dominance following the collapse of the Berlin Wall, and globalization of the
world economy. Faced with the new international context, Rengo has been
seeking to promote a flexible trade union movement which still draws on
the traditions and historical evolution of Japanese trade unionism until the
1980s.

Chapter 1 of this report presents the major changes which have taken
place in the 1990s, i.e. the economic, social and political context of the trade
union movement. Japan had extraordinarily high economic growth compared
to other major industrialized economies in the past. However, in the last ten
years or so, the country has been suffering very low growth, behind the
United States and the major European economies. This economic stagnation
is likened to American experiences during the Great Depression from 1929
through the early 1930s, rather than to recent experiences of economic
slowdown in Europe. The Japanese model of labour/management relations
represented by lifetime employment and the seniority-oriented wage system,
has been considered possible only in a fast-growing economy. Can it survive
the low-growth economy of the 1990s? The situation has changed so
drastically that it is reasonable to ask this question. Meanwhile, the Japanese
political party system, which remained stable for years, has been exposed to
frequent disruptions in the post-Cold War era.

Chapter 2 examines the major challenges to the Japanese trade union
movement. Wage negotiation practices feature talks at company level in the



24 ORGANIZED LABOUR IN THE 21°" CENTURY

spring every year (the spring offensive), with similar demands for pay
increases. They take the form of separate talks, but they result in almost the
same rate of wage increase. The paper describes the extent to which this
centralized mechanism of wage increases has changed over the 1990s, and
to what extent lifetime employment is threatened by low economic growth
during the decade. Remarkable progress in the reduction of working hours
is another feature of the 1990s. Worker participation is also discussed in
Chapter 2, together with improvements in policy and schemes to help ensure
that workers have a role in decision making. On the other hand, in spite of
the creation of the new national centre of trade unions, the ratio of unionized
labour has been declining gradually in Japan. A growing sense of anxiety
about this began to emerge among trade unions in the second half of the 1990s,
and Rengo launched a systematic effort to increase union membership in 1997.

Chapter 3 looks at new areas of union activity, including support for
international trade union movements and development assistance overseas,
efforts to address global environmental issues, and collaboration with non-
profit organizations. The report concludes with a preliminary evaluation of
Japanese labour/management relations and the typical corporate model.
Characteristics such as long-term employment, seniority-oriented wages,
human resources development within the company, and enterprise-based
labour/management talks have often been cited as typical of industrial
relations in the developing world, or as only sustainable in a fast-growing
economy. But these views have been proved incorrect. Rather, the Japanese
labour/management system has provided flexibility during the substantial
changes in industrial structure and the period of economic stagnation which
the country has experienced. However, as globalization of the financial sector
continues and many more Japanese corporations are growing into
multinationals, the traditional Japanese corporate system and its labour
relations model are exposed to new challenges. Among the prevailing social
and political trends, the emergence of neo-liberalism is significant. Against
this new background, the Japanese trade union movement is attempting to
establish much better social and labour/management models on the basis of
worker solidarity.

1. Changes in the trade union context in the 1990s
1.1 Economic and social changes

During the 1990s, Japan was exposed to one of the most difficult structural
transition periods in its post-war history, in terms of social and economic
conditions. There have been two major changes: one is a substantial decline
in economic growth in real terms, and the other is a changing social structure
characterized by the declining birth rate and the ageing population.
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The effects of recession on the employment system

The decline in real economic growth during the 1990s makes a stark
contrast to the period of high growth from the 1960s until 1990. Japan’s
average GDP growth between1991 and 1998 was only 1.6 per cent per annum,
lower than the 2.5 per cent achieved in the United States over the same period
and the 1.9 per cent average in the major European countries. For the Japanese
economy, the 1990s are the “lost decade”, and the principal causes of
stagnation have now become apparent. Basically, the prices of stock and land
were inflated in the late 1980s and early 1990s, and then the bubble burst.
Government and industry failed to solve the problems caused by this financial
collapse. “The collapse of bubbles in asset prices has resulted in cumulative
losses in book value of Yen 1,000 trillion, or capital loss amounted to $7
trillion” (OECD: Economic Survey: Japan 1997-1998, p.3.) These huge losses
are equivalent to Japan’s GDP for two years. The vicious spiral of asset price
deflation and the downturn of business that came after is the basic cause of
the current prolonged recession.

The dramatic shift from high economic growth to lower growth, and then
protracted low growth have posed several problems for the Japanese labour
market and labour/management relations. They include mounting
unemployment, which caused little concern in the past, challenges to the
seniority-oriented wage system, and a re-examination of problems caused by
stringent fiscal restraints, especially social policy measures which have
belatedly begun to be introduced in Japan.

There have been some unexpected developments in demand and supply
in the labour market under a low-growth economy. In spite of protracted low
GDP growth the jobless rate has stayed at 4.3 per cent as of January 1999,
rather than rising to a two-figure rate. (Nevertheless, a steady increase in
unemployment seems inevitable as a result of negative GDP growth over the
last two consecutive years, i.e. 1997 and 1998.) Also, in contrast to the United
States, where the shift to an information-intensive society and changes in job
structure have been remarkable, in Japan there is little evidence of the
widening wage discrepancies typical of the United States labour market.

It is difficult to explain these phenomena without referring to the Japanese
employment system, which features adaptability in terms of incomes and
employment, and the spring labour offensive which provides a mechanism
for reaching a social consensus on incomes at national level. The Japanese
employment system is characterized by very rigid restrictions on dismissal
and high flexibility on job relocation within the internal labour market. As
such, the system allows greater freedom for employment adjustment and job
relocation within the company and its affiliates, instead of resorting to layoff
or dismissal. Also, because the determination of working conditions through
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the spring offensive allows both industry and labour to adapt to changes in
economic growth every year, and because wage levels refer to those in the
manufacturing industries which are exposed to international competition, pay
increases are commensurate with productivity gains. The moderation of wage
increases is also established in the Japanese labour market. The spring labour
offensive has an important influence over all wage levels because it reflects
a social consensus and it works as an information-disseminating mechanism
for all industrial sectors. This socially reached wage level influences not only
trade unions but unorganized labour, too. The social standards established
through the spring labour offensive are not entirely dependent on the short-
term business results of individual enterprises or of specific industrial sectors,
even though the wage negotiation system is decentralized, Hence, it can be
said that the system retains a social equalization function for wages and other
working conditions.

The argument that the Japanese employment system is too rigid, and that
the spring labour offensive is outdated, has been reiterated again and again.
This was particularly true in 1975 after the first oil crisis, and also in 1986
when the sharp yen appreciation to the dollar caused a recession. Likewise,
it has often been said that the Japanese employment system has already
collapsed. But this is not the case. The fact is that the employment and labour
system known as the Japanese model has gradually changed while retaining
its main characteristics, and it will continue to change.

An ageing population, declining birth rate and the welfare state

Japan has an ageing population with a low birth rate. Already by the
1980s, the average life expectancy of the Japanese was the highest among
OECD countries, and this factor alone means an ageing population. In
addition, smaller families have become the norm in an urban society, with
fewer people supported by the self-employed, including farmers. More and
more families depend on employed workers. This tendency is further
augmented by rising educational levels, increased female labour force
participation, the trend towards later marriage and/or the decision to remain
single: all of these factors contribute to the phenomenon of a declining birth
rate. Total fertility has declined from 1.7 children in 1986 to 1.43 in 1996, and
a further decline is anticipated. In 1995, the number of new graduates entering
the labour force began to decrease for the first time, and it is expected that
the total workforce and then the total population will begin to decline by 2005
and 2010, respectively. In other words, national institutions have to cope with
the transition to an ageing society with a declining birth rate within a period
of about 20 years. Western European countries have been making this
adaptation over the past 50 to 100 years. Moreover, the much increased labour
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force participation of women has meant that the social functions traditionally
assumed by families and communities (often cited as Asian characteristics)
have waned. Thus, there is an urgent need for childcare, nursing for the sick
and elderly, and pension schemes for retired workers.

Therefore, Japan has to become a welfare state in the context of stringent
budget constraints due to the significant decline in economic growth. While
the need to develop welfare schemes at a faster tempo is widely recognized
by the Japanese public, there is a parallel debate on the crisis of the welfare
state, as was experienced in Western European countries some time ago.

On the other hand, the opening up of wider job opportunities for women
and older workers, and the trend towards partial labour liquidity among
younger workers, have led to a gradual increase in the number of employees
working less than full time. The ratio of part-time workers, mostly women,
to total workers rose from nearly 10 per cent in 1980 to around 20 per cent
in 1995. The increase in labour turnover is insignificant among employees
working standard regular hours, while sections of the workforce featuring
higher labour liquidity, mostly part-time workers, are on the rise.

Hence, Japan is now required to integrate segments of the workforce with
higher labour liquidity into the framework of employment and social policies.
It is also necessary to re-invent existing welfare programmes, including public
pension schemes, unemployment benefits, sickness benefits and health care,
into sustainable social welfare systems which correspond to changes in social
structure. Labour is increasingly in conflict with government and business
circles on the direction that social welfare reforms should take.

There is confusion about what should be done in response to the
challenges facing trade unions. The different approaches can be broadly
divided into an emphasis on the supply side in the sense of the new market
doctrine, and an emphasis on the demand side, attaching importance to
consumers and improved living standards for workers. Until the first half
of the 1990s, these two basic approaches were confused by other elements,
rather than being clearly polarized. In the summer of 1993, the Liberal
Democratic Party’s one-party government, which had dominated post-war
politics in Japan, collapsed to open the way for a non-LDP coalition
government. Since that time, successive coalition governments have been in
power, consisting of various combinations of the major political parties.

During 1997 to 1998, the Ministry of Health and Welfare presented a plan
to reduce public pensions, and the Ministry of Labour began to push for
amendments to the Labour Standards Law in order to ease limitations on
temporary employment and expand the services offered by private job-
placement agencies. Rengo, the national centre of trade unions, opposes these
initiatives.
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Coping with globalization

Corporate efforts to cope with economic integration began as early as the
1960s in the manufacturing industry, which was exposed to international
competition. These efforts accelerated in the 1980s, and in the 1990s they
spread to the automotive, electric and other key industries. Imports of
manufactured goods from the emerging Asian economies increased sharply
in the first half of the 1990s, to cause concern about a possible hollowing out
of the entire Japanese manufacturing industry. There were numerous closures
of small businesses and cottage industries, as well as a significant
deterioration in the local industries in some areas. Nevertheless, from a
macroeconomic viewpoint, big Japanese corporations have either become
multinationals, or have globalized their corporate management, including
sourcing of inexpensive products and components from vendors overseas.
These big corporations have successfully adapted to globalization through
“habitat segregation” between domestic production and overseas production,
whereby new models and upmarket items are produced in Japan while
inexpensive, versatile items are produced offshore. In other cases,
manufactured goods for the domestic market are produced in Japan, while
goods for overseas markets are produced in local bases overseas. While Japan
has increased its imports of manufactured goods from Asian countries, it has
shifted its industries to the manufacture of capital goods and high value-
added items. Total employment has declined in domestic manufacturing, but
it is not a drastic decline.

The stagnation observed in Japanese manufacturing industry in the wake
of the Asian economic crisis threw into relief the complementarity between
Japan and other countries of the region, rather than the competition. Japan’s
huge current account surplus is mainly generated by its manufacturing
industry, which may indicate the continuing soundness of this sector, even
though it is forced to undergo severe adjustments in a period of negative
economic growth.

Structural reform and unemployment

The collapse of the economic bubble in the first half of the 1990s and the
protracted financial crisis in the aftermath of the collapse have obliged the
Japanese financial system to carry out a thorough reorganization. It became
clear that the system needed fundamental reform in the domestic market, and
that its efforts to adapt had lagged behind changes in global financial markets.
The tempo of liberalization, which began in the middle of the 1980s, remained
slow, and it became increasingly apparent that the system was out of date
in an era of financial globalization. Since the Financial Systems Law was
passed in June 1997, the financial system has been in turmoil as it attempts
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to overcome the after-effects of the bubbles and adapt to global change, while
avoiding possible system risks. As part of these developments, restructuring
and retrenchment are taking place in banking, insurance and securities
trading. But the most serious employment problems are in construction and
civil engineering, which employ 6 million workers at present. As public capital
expenditure has gradually been reduced in these sectors, there are fears that
retrenchment will contribute to the mounting threat of serious unemployment.

1.2 Political climates

Socioeconomic conditions in the late 1990s seemed very unfavourable for
the Japanese trade union movement. Until the mid-1990s, the labour
movement was in an extremely favourable situation. From the second half
of the 1980s through the first half of the 1990s, the Japanese public were well
aware that their living standards, including working hours and the
environment, lagged behind the economic success enjoyed by Japanese
industry. It was generally believed that improvements should be facilitated
as the utmost priority.

Throughout most of the post-war period, Japanese trade unions were
divided between several national centres; they were finally united in
November 1989. Although its organized ratio of trade unions remained at
24 per cent or so, Rengo was established with some 8 million members
representing the majority of organized workers, mostly in manufacturing.
Rengo received nationwide worker support for improvements in living
standards. Rengo’s slogan in its earliest days was “Leisure, prosperity and
social justice”, representing a protest against long working hours and
demonstrating a will to improve the conditions of employment generally.
Trade union demands for reduced working hours and better living conditions
were gradually accepted by the public, since the business establishment
moved away from its former opposition to such improvements.

During the first half of the 1990s, for the first time in post-war history,
economic and industrial development as a national priority was increasingly
eroded by the importance attached to improving living standards for the
working public, and both the government and opposition parties showed their
acceptance of this way of thinking. Concurrently, a significant change took
place in the political scene: the single party dominance of the conservative
Liberal Democratic Party over most of the post-war period collapsed in 1993,
and a non-LDP coalition government was inaugurated. In 1994 the non-LDP
government was succeeded by an LDP-Socialist Party coalition which stayed
in power until the middle of 1998.

From the late 1980s through the 1990s, some progress was made in
reducing working hours: net annual hours in manufacturing for male
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production workers amounted to 2,189 hours in 1988, longer than any country
in Europe or the United States. In 1995, seven years later, this was reduced
to 1,975 hours, comparable to the United Kingdom and the United States.

During the economic setback, the policy of improving living standards
continued, and in 1992 the government’s medium-term economic plan was
published under the title “Five-Year Plan toward a Major Economic Power
with Advanced Living and Welfare Standards”. The plan introduced policy
changes directed to the supply side. In December 1994, the government
announced the “New Gold Plan”, a seven-year programme aimed at
strengthening improvements in the social security system by addressing
problems arising from the declining birth rate and the ageing population.
Health care for elderly people and childcare services were introduced to
complement the existing public pension and health insurance schemes. Until
the 1980s, the policy on public welfare programmes was to restrict these
services to the very poor, while the Council for Social Welfare Systems,
responsible for determining the basic direction of government social welfare
policies, proposed “universalism in social welfare” in its third
“recommendation” since the war. A law to provide nursing care for the aged
has been enacted, and came into effect in April 2000. The concept of equal
opportunity in employment has gradually been accepted by the public, and
preparation for the “UN Women’s Action Plan” is in progress.

In retrospect, the changes which took place during the 1990s were not
limited to a shift in policy. Other changes occurred which ought to be seen
in a broader historical context. The new orientation amounted to an extensive
review of the national identity and its social system. Since the Meiji
Restoration (1868) when Japan began to steer a course towards a modern state,
the nation has retained more or less “development-oriented” policies.
Institutional distortions and other anomalies inevitably accompany such
policies when a country tries to catch up quickly on the economic levels of
advanced nations. The ongoing review is an effort to correct the effects of
these development-oriented policies and related institutional distortions.
Specifically, long-term structural reforms have been initiated, which represent
efforts to transform relations between market and state, between central
government and local governments and municipalities, and between
regulatory agencies and industry, making them more modern, fair and
transparent. This process requires a sweeping review of the financial reforms
imposed by budgetary constraints arising from lower economic growth, and
also regulatory reform and deregulation.

These developments have led to the establishment of various means to
promote reform and deregulation, the creation of new systems and
institutions to facilitate decentralization, and the enactment of laws on
regulatory procedures, product liability, consumer contract, environmental



JAPANESE TRADE UNIONS AND THEIR FUTURE 31

protection and environmental impact assessment, as well as information
disclosure.

Position of trade unions in Japanese society during the 1990s

In the course of social and political developments during the 1990s, it
can be said that trade unions have become more influential than in the past.
The successive coalition governments have traded partners among the major
political parties, and these parties have consulted Rengo as the national centre
of trade unions. Rengo has been able to influence regulatory matters and
policies through representations to government advisory commissions. Rengo
and Nikkeiren, an influential employers’ organization dedicated to industrial
relations, have been continuing their labour/management partnership. This
partnership was reflected in the joint Rengo/Nikkeiren “One Million Job
Creation Plan” made public in December 1998, and the tripartite
Government/Nikkeiren/Rengo “Government, Labour and Management
Congress on Employment” held shortly after. Also, primarily in
manufacturing, there are regular talks at labour/management conferences in
the various sectors, which discuss desirable industry policies and issues
related to employment. Some salient features of labour/management relations
are the exchange of information among companies and the consultation
system; these two features have remained basically unchanged since the 1980s.
Despite the challenges it faces, this Japanese neo-corporatism still retains its
fundamental characteristics.

Nevertheless, an awareness of redundant labour in corporations and the
increased labour costs due to an ageing workforce have led corporate
management to begin restructuring employment. Alterations in wage schemes
include management efforts to introduce performance-based pay and annual
salary schemes, to loan middle-aged workers to affiliate companies which
provide poorer working conditions, and to raise the proportion of temporary
and part-time workers on the payroll while curbing recruitment of new
graduates. The role of unions and the extent of worker involvement in
managing these situations vary between unions. Several unions have been
tackling the issue of part-time and temporary workers, but they have been
generally unsuccessful, notably in their efforts to organize such workers.

Another feature which has emerged during the 1990s is the remarkable
social activity of non-profit organizations: Rengo promoted enactment of the
Basic NPO Law (1997) recognizing an NPO as a legal person. NPOs are still
generally weak in the social field but they were very active in rescue work
after the Hanshin-Awaji Great Earthquake of 1995, and it is expected that
they will play a greater role in society in the future. Rengo’s many community-
based organizations have formed good relations with these non-profit
organizations.
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1.3 Seeking a new model

As stated earlier, until the mid-1990s, organized labour enjoyed
considerable latitude in union activities, partly because of the social position
acquired by trade unions, and partly because their practices were based on
corporatism. However, since mid-1997 the situation has begun to change. One
reason for the change is the deepening recession with negative economic
growth for two or three consecutive years. Besides this, the LDP is reviving
as the single government party, and a tendency towards supply side policies
is gaining momentum. The pendulum is swinging away from policies
emphasizing the advancement of living standards. The Congress on Economic
Strategy, an advisory body to the Prime Minister, has published its view of
Japan’s medium- and long-term challenges. The Congress argues: “the
Japanese-specific social system that attaches too much importance to equality
and fairness must be revised”, and that “Japan must seek to structure a
competitive society”. Rengo is rebutting these moves, and it is unlikely that
such a way of thinking could prevail. However, as the recession continues,
conflicting views on the direction for structuring Japanese society will
undoubtedly be expressed more fiercely.

Regarding the practice of long-term employment, some writers argue for
adopting American-type management practices and short-term employment
contracts; Rengo sharply criticized these tendencies in its “Rengo White
Paper” published in December 1998. The paper defends the rationale for long-
term employment and other corporate decisions based on long-term interests.

In an effort to promote a successful labour movement in the 21% century,
Rengo has set up a working committee including independent experts, to
prepare an initiative called “Challenges to Rengo in the 21t Century”. This
will be made public at Rengo’s annual convention in the fall of 2001. This
process is modelled on AFL-CIO’s “Committee on the Future of Labour” and
on Germany’s Dresden Basic Platform.

2. Developments in the Japanese trade union movement
2.1 Towards justice and job security
2.1.1 Developments in wage formation

Wage determination

In the wage bargaining process, the “spring labour offensive” has played
an important role since 1955. Typically, unions and employers conduct
negotiations in the spring every year, setting strategic schedules. For labour,
the objective of the spring offensive is twofold: to help raise the general level
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of wage hikes by referring to the leading “market price” of labour in
prosperous industries in order to influence talks in other industries; and to
narrow wage discrepancies between large and smaller businesses by holding
talks at smaller enterprises after the completion of negotiations with big
corporations.

In the spring offensive, labour/management negotiations are conducted
primarily between individual companies and their company-based unions,
and talks between industrial unions and employers’ organizations are limited
to a few exceptional cases. In this sense, wage talks in Japan are
“decentralized” negotiations, but almost the same level of wage hikes is
agreed in a particular industry, and similar rates are achieved in almost all
industries. The process can be regarded as “centralized” in that intensive
adjustment functions are working: a “centralized” result is brought about in
spite of “decentralized” talks. This is explained by a kind of information
dissemination mechanism. The labour side collects information on company-
level talks and makes adjustments, if necessary, at industry level, based on
the average rate of increase demanded, counter-offers from employers and
wage hikes agreed. The target wage increase set by the national centre is
reflected in the standard level of wage demand filed by any industrial union.
An intensive coordinating function works on the employer side, too. Major
companies in the same industry coordinate their responses and hold informal
labour/management negotiations at many levels before the spring labour
offensive begins. In the electrical machinery industry, for example, between
the late 1980s and the early 1990s, discrepancies in wage increases were
narrowed in spite of the widening gap in business performance between
individual companies. This demonstrated the continuous working of the
adjustment mechanism.

Some notable changes in the 1990s are as follows: in the spring labour
offensive, now led by Rengo, some emphasis is given to reducing working
hours rather than increasing wages. Attention is also given to harmonizing
worker demands with labour initiatives for a new policy orientation and
institutional change. Other changes include the introduction of a multiple-
year labour contract by the Japan Federation of Steel Workers Unions in 1998.
Under a business slump and continuing zero growth, labour and management
in the steel industry agreed on new wage levels for two years starting from
1998 through a single round of wage talks. Finally, in 1997 major private
railways discontinued the central labour/management collective bargaining
process which had lasted over 30 years because of widening discrepancies
in business performance between individual railway companies. It is not clear
whether these changes have been caused by the recession, or if they represent
a structural change in industrial relations.
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Wage increases during the 1990s

Between 1990 and 1998 the highest average wage increase granted by
major corporations was 5.94 per cent in 1990. The rate then declined year
after year to 2.66 per cent in 1998. The wage increase rate ranged between
3.56 per cent and 7.68 per cent in the 1980s, and slowed significantly in the
1990s. The decline in real economic growth and the slower increase in general
price levels in the 1990s were reflected in the lower wage increases during
the decade.

In Japan, the “automatic annual pay raise” system is widely adopted.
Wages rise according to years of service, which serve as an indicator for skills.
The wage increase includes this regular component, and the average regular
pay raise was over 2 per cent in the 1980s and 2 per cent or slightly less in
the 1990s. On the other hand, consumer prices rose slightly faster in 1980 and
1981 in the wake of the second oil crisis, while they rose by only 0.1 per cent
to 2.8 per cent through the rest of the 1980s, and at -0.1 per cent to +3.3 per
cent in the 1990s. Since 1994 consumer prices have stabilized partly because
of the serious recession. Wholesale prices have fallen during the decade, so
it can be said that Japan has entered into a deflationary period after the
inflationary trend in earlier decades.

In terms of real wages, unions have gained marginal improvements
during the 1990s. However in 1998, as consumer prices increased marginally
(0.7 per cent over the previous year) due to the higher consumption tax, real
wages declined slightly. The wage position in 1998 for regular workers was
severe indeed: actual take-home pay declined for the first time from the
preceding year. This is attributed to the fact that the wage increase negotiated
in 1998 remained at almost the same level as in 1997, but bonuses and
payments other than the regular wage decreased in the midst of the severest
recession of the 1990s. In addition, some full-time workers were replaced by
part-timers who received a relatively lower wage. These developments
reflected the extremely tough situation in the labour market. Fiscal year 1998
(ending March 1999) is likely to be the third consecutive year of negative GDP
growth.

Generally speaking, during the inflationary period of the 1980s wage
increases served to restrict inflation, while in the 1990s when deflationary
pressure built up, the spring wage increase helped to mitigate deflation.

Wage structure: Earnings inequality and wage disparity

Earnings inequalities over all employed workers are smaller in Japan than
in other major economies. Over the past 20 years, inequalities have been less
significant than in the United States and other major countries (OECD,
Employment Outlook, 1996, pp. 64-65.)
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On the other hand, there is greater wage disparity between big
corporations and smaller businesses. In an attempt to correct this, Rengo has
explicitly included the same amount of wage increase, in addition to the same
rate of wage increase in its national standards for wage demands. Since 1997,
in order to correct discrepancies between individual workers, Rengo has
emphasized “individual wage levels”. The national centre has determined
wage levels for workers at age 18, 30 and 35, in addition to the wage increase
demanded.

However, a business slump, changing industrial structure and widening
discrepancies in performance between industries or individual companies
have all contributed to widening wage discrepancies between business
corporations of different sizes. As the recent recession has hit small enterprises
much harder in financing and other operations, discrepancies in the rate of
wage increases between big corporations and smaller ones have begun to
expand, though only slightly. In 1998, under the financial crisis, variations
in wage increases at major corporations were smaller than those in the second
half of the 1980s, while for all enterprises, including small and non-unionized
companies, variations reached a record high.

For wage discrepancies between industries, in terms of take-home pay
for the regular workforce including part-time workers, the best paid industries
were electricity/gas/thermal energy supply, water supply and finance/
insurance, while the low-wage sectors included wholesale and retail
businesses, catering and various services. This wage discrepancy between
industries corresponds to the discrepancy between big corporations and
smaller businesses, where industries made up of big companies show the
higher wage level, while those made up of many smaller businesses show
the lower wage level.

The wage discrepancy between men and women is wider. This can be
explained by the differences in type of job, educational level, age, seniority
and ratio of part-time workers to total workforce, availability of the family
allowance paid to the head of household (mostly men), and restrictions on
late night shift for women workers. For regular workers except part-timers,
earnings for female employees compared to men (= 100) stood at 59 in 1980,
narrowing slightly to 60 in 1990 and 63 in 1997. The narrowing discrepancy
is primarily attributed to the rising educational level of female workers, and
to the Equal Employment Opportunity Law enacted in 1986.

Japanese wage system: Change and continuity

The system whereby workers’ pay increases as they grow older exists
among white-collar workers in the United States and Europe, while in Japan
this seniority-oriented wage profile also applies to blue-collar workers up to
the age of 40.



36 ORGANIZED LABOUR IN THE 21°" CENTURY

The wage profile generally has been showing a steeper gradient due to
rising educational levels, the increasing proportion of white-collar workers
in the labour force and the extended years of service. The wage profile for
male white-collar workers in manufacturing showed a slightly steeper
gradient in the 1980s, and flattened out in the 1990s. This may be attributed
to the soaring wage level of younger workers, including entry level pay, due
to a tight labour market in the economic bubble period, and to the fact that
“baby boomers” reached the top of the wage profile in their forties. On the
other hand, the wage profile of the standard workforce (the newly employed)
rose more slowly in the 1990s, and the components of the wage increase which
reflect age and seniority have been getting smaller. But their wage profile
gradient is by no means gentle, probably because of reduced job mobility due
to low economic growth, and because of the longer years of service due to
the raised retirement age.

One recent development is the introduction of annual salary structures
and other wage schemes based on performance-oriented pay. Such an
individualized approach is limited, at least at present, to managerial staff.
Nevertheless, some blue-collar workers are subject to performance-based
corrections in their pay schemes. The unions no longer totally refuse this
practice, and some unions have begun to accept performance-based
corrections on condition that transparency in the system is assured.

On the other hand, wage discrepancies within the same age groups have
changed little through the 1980s and 1990s. These and other revisions in the
Japanese wage system have not taken place suddenly: they have been in
progress since the 1960s, although the tempo of change accelerated slightly
in the 1990s. Nevertheless, the basic format of the system which is
characterized by: 1) the seniority-oriented wage profile; 2) the institutionalized
lump-sum payment scheme (seasonal bonus); and 3) huge lump-sum
payments for retiring workers (retirement allowance) has not been changing
as rapidly as some analysts claim.

2.1.2 Reduction in working hours

Reductions in working hours showed significant progress from 1955
through the first half of the 1970s. But during the next 15 years or so little
progress was made due to the deteriorating economic conditions, including
the two oil crises. Efforts to reduce long working hours then showed
remarkable progress from the late 1980s, when Rengo was formed, through
the middle of the 1990s. The improvement was brought about not only by
the efforts of organized labour, but also because of criticism from overseas
in the 1980s. Competing economies perceived the long working hours in Japan
as a threat to the equilibrium of international trade among major trading
partners, and the Japanese government changed its trade policy in response
to such criticism. The government showed a positive attitude towards
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reducing working hours. For example, in a report entitled “Workshop on
Economic Structural Adjustment for International Cooperation (Maekawa
Report)” published in 1986, and in the “Five-Year Plan for a Major Nation
Respecting Advanced National Life” (from 1992 to 1996), the government
specified a target of 1,800 hours annually by fiscal year 2000.

Rengo presented a tripartite demand consisting of wage hikes, reductions
in working hours and adoption of policies favouring labour; specifically,
Rengo sought the introduction of a five-day week. In 1993 Rengo adopted
the policy delineated in the “New Medium-Term Working Hour Reduction
Plan” with the target of fiscal year 1996, and in 1997 it initiated fresh activities
to achieve an annual total of 1,800 working hours by fiscal year 2000, the new
target. Rengo’s effort in this area continues.

With amendments to the Labour Standards Law in 1987, effective April
1988, mandatory working hours were reduced to 40 hours per week from
the previous 48 hours. However, actual working hours were reduced in
phases by government decrees, which resulted in the full implementation of
the 40-hour week in April 1997.

The annual total working hours of a regular employee in an enterprise
employing 30 workers or more was reduced slightly to 2,052 hours in 1990.
Then, through amendments to government decrees, working hours were
reduced at an accelerated tempo between 1991 and 1994, when the economic
bubbles collapsed. Partly because of reductions in overtime due to the
prolonged recession, total working hours were later reduced to 1,800 hours
with 1,879 hours in 1998.

Over the ten-year period between 1988, when the Labour Standards Law
was amended, and 1998, annual working time was reduced by 232 hours or
11 per cent, and the number of working days was reduced by 24 days or 9.2
per cent. These reductions were achieved primarily through an increase in
holidays, including the shift to a five-day week, rather than through shorter
working days. Moreover, the increase in the ratio of part-timers during the
same period meant a reduction in the average number of working days and
working hours per employee.

The 11 per cent reduction in hours achieved between 1988 and 1998 had
the potential to create 11 per cent more new jobs through the work-sharing
effect. This would amount to some 4.4 million jobs or it would lower the
unemployment rate by as much as 6.5 per cent in 1998.

In the years ahead, there will be many obstacles to further reductions in
working hours. One of these obstacles is the perception among employers
that they have reached a deadlock. Hence, the trade union role has become
critical. Unions must aim at 1,800 working hours per annum in all industries,
and prevent any possible increase in hours which might result from the
expanded use of atypical forms of employment.
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2.1.3 Job security during recession

During the 1990s Japan experienced a prolonged recession and stagnant
employment. Enterprises have been fighting desperately to restructure their
operations and adjust their workforce. Nonetheless, long-term employment
practices remain intact, at least at present, although many commentators
anticipate the collapse of the traditional system. On the contrary, there is a
tacit agreement between labour and management to avoid massive layoffs
as far as possible. This agreement is manifest in employment adjustment
practices during the recession in the 1990s.

This section discusses the attempts of company-based unions to save the
jobs of their members, employment adjustments during recession, union
efforts to counter adjustments, and new policy challenges on employment.

Long-term employment

For Japanese trade unions, safeguarding their members from any threat
of unemployment has a special importance. For employees in big corporations,
who constitute the core of organized labour, the cost of leaving the internal
labour market in which they have participated is prohibitively high. In big
corporations the practice is to recruit new graduates and train them in the
skills required. Pay and promotion offered to workers hired in mid-career
are usually much less favourable than for career workers who joined the
company when they started work. Workers who have left the internal labour
market find it difficult to get jobs in mid-career.

In general, Japanese trade unions do not accept layoffs. During the 1950s
and1960s there were many protracted labour disputes caused by threatened
dismissal. Trade unions lost most of these big disputes, but the losses incurred
by the companies were also enormous. The costs for companies included bad
labour/management relations, low morale on the shopfloor and damaged
public image, in addition to huge financial losses. In other words, the cost
to the company of having its workers leave the internal labour market was
very high, too.

Such experiences led to a tacit understanding between labour and
management that it was in the interest of both to avoid layoffs as far as
possible. Thus, company-based unions which represent the internal labour
market tend to perpetuate this system.

Markets for goods and services fluctuate constantly, and any substantial
change in demand or supply inevitably causes some employment adjustments.
It is important to recognize that a mechanism for circumventing adjustment
in the form of layoffs is built into the Japanese system. On the other hand,
trade unions have made flexible decisions in response to the economic
situation of the time during the annual wage talks. Another important element
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is the relocation of workers within the company. When an operation becomes
redundant, the workers are transferred to other operations as a way of
ensuring job security. Workers must therefore be highly adaptable.
Multiskilling through in-house job training programmes is thus an essential
prerequisite for relocation.

Besides collective bargaining, a joint consultation system is common, i.e.
a standing body between labour and management to talk about corporate
management, especially employment and working conditions. The “voice”
raised by a trade union at this forum covers very diverse topics, including
working conditions and personnel management, and also basic management
policy, the introduction of new technologies and plant, and equipment
investment projects. Apart from this forum, there are many occasions for
informal talks between labour and management, including meetings between
senior officials and disclosure of secret management information to top union
officials. Through these multiple channels of communication, Japanese trade
unions have been able to take the measures necessary to ensure stable
employment for their members.

These and other approaches have resulted in the labour/management
practice whereby the company retains a newly recruited worker until
retirement age, unless the worker commits any grave misconduct. The
practice of long-continuing employment was established in this way.

Employment adjustments during the 1990s

The tacit agreement to avoid layoffs as far as possible has generally been
observed during the 1990s. The current unemployment rate is 4 per cent, the
worst in post-war history. This adverse situation continues and more
enterprises are adjusting their workforce. Nonetheless, the ratio of enterprises
resorting to employment adjustment between July and September 1998
remained at 38 per cent, far lower than the 71 per cent recorded after the
first oil crisis (April to June 1975), and lower than the 40 per cent during the
recession in the wake of the Plaza Accord (October to December 1986).

Before any employment adjustment, protracted negotiations usually take
place between the trade union and company management. In some cases,
union involvement extends to issues which are usually a management
prerogative, including personnel matters. Recent studies indicate that the
“voice” raised by trade unions has become more influential since the mid-
1980s.

Since the mid-1980s, significant growth has been observed in relocation
and loaning, a form of adjustment which transfers employees to other jobs
within the same company or to its subsidiaries or affiliates. In particular, use
of the “loaning system” for a certain period of time (typically three years)
is on the rise. This means that the internal labour market has been expanding
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to the quasi-internal labour market, including all the companies of a group.
Japanese trade unions adhere to job security, while they are very flexible about
relocation. Regarding recent increases in “loaning”, unions have accepted this
measure provided that the affected workers consent and that their working
conditions at the host company are not unfavourable.

However, trade union efforts to address employment adjustment remain
insufficient. The “Employment Check-up Questionnaire Survey”, conducted
by Rengo among its company-based unions in June 1995, indicated that nearly
40 per cent of the respondent unions did not have rules on labour/
management talks about voluntary retirement and layoff or job relocation and
loaning, and 16.3 per cent of them did not enter collective bargaining or
labour/management consultation on employment adjustment. These figures
are regarded as unsatisfactory and Rengo has started a campaign to facilitate
labour contracts on employment, and has urged its unions to establish rules
on employment adjustment.

Challenges for the future

Under the pressure of changes in the economic environment caused by
globalization and innovations in information technology, Japanese business
corporations are forced to adapt to the new situation. Companies faced with
fierce international competition have implemented survival measures such
as reorganizing management and restructuring the corporation. To cut labour
costs many corporate managers press for changes in personnel administration
to further enhance flexibility; they select/weed out individual workers
according to their capabilities and performance.

Rengo points out that in order to promote the development of capable
staff and stable employment, corporate management should not sacrifice
lifetime employment to a flexible labour market. Rengo also insists that in
evaluating individual workers’ capabilities and performance, the fairness of
evaluation criteria should be ensured and workers’ consent should be given.
At the same time Rengo proposes that wage schemes should incorporate both
a fair price for labour and the assurance of a stable cost of living. Furthermore,
at the industrial union level, specific wage policy initiatives have been
proposed, taking into account the situation of the individual industries, in
an effort to match the revitalization of industries with improvements in
employment and living conditions. Furthermore, at the level of the individual
company-based union, the need for effective ways of promoting counter-
proposals to management plans is an important task.

In this picture of strained industrial relations, a strategic choice will have
to be made. In order to revitalize industry, with stable employment and
improved conditions of work, trade unions are expected to exercise the power
of organized labour and exert their intellectual and ethical capabilities.
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2.2 Participation in industry and society
2.2.1 Trade union activities in political decision making

Tax systems, employment insurance schemes and pension programmes

Japanese trade unions have achieved improvements through collective
bargaining on pay, working hours, fringe benefits and in-house welfare
programmes. With regard to unemployment insurance, job training benefits,
public pension programmes, health insurance, taxation, consumer prices and
economic policy, trade unions draw up their demands, submit proposals to
the government and political parties, and ask the Diet and local assemblies
to legislate or revise the laws in order to implement labour’s policy initiatives.

Union efforts are based on the belief that workers’ well-being is linked
with unemployment benefits, pensions, fair prices and reasonable levels of
taxation. Unions must speak out on issues affecting workers’ lives and assume
responsibility for improvements. Union efforts have become more important
in recent years as higher economic growth and substantial improvements in
income have become unlikely. Behind these developments is the fact that
Japan is faced with the need to cope with an ageing population and to
cooperate with the international economy, which requires innovative policy
initiatives. Economic growth declined from 10 per cent per annum in the 1960s
to about 4 per cent after the mid-1970s and about 1 per cent in the 1990s.
Under these circumstances, the rate of improvement in wages has been
declining, too, so that working conditions other than wages have become more
important. Older people now account for a substantial proportion of the
population. This demographic change is affecting social welfare schemes,
including medical expenses and income for the aged, raising the question of
how to tackle problems related to an ageing population.

Furthermore, as there has been remarkable progress in women’s
participation in social activities, and a substantial change in their lifestyle,
it has become necessary for society to establish fair labour standards and
ensure equal opportunity in employment. Trade unions have launched
intensive campaigns to achieve these aims.

The effort to influence policies affecting the working public is primarily
assumed by the national centre, i.e. the central body of trade unions. The
Japanese Trade Union Confederation (Rengo), considers this to be one of its
important roles. Every year, many working groups discuss policy issues and
draw up proposals. A national meeting is then convened to formally adopt
Rengo demands. Rengo then starts activities to realize these demands through
petitioning and negotiating with the government, major political parties and
public agencies.
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Rengo’s position with regard to policy issues

In its basic document of association, Rengo states that: industrial trade
union organizations assume responsibility for improving the working
conditions of their members, and Rengo assumes the role of coordinator in
support of industrial unions in this area ..... labour’s effort to improve public
policies and systems affecting the working public is represented by Rengo
and its industrial organizations participate in this process. Rengo’s role in
facilitating improvements in public policies and systems is expressly stated
in this document.

Rengo states that its effort should be made in light of a vision of a future
society that trade unions ought to strive for. In 1993 Rengo adopted eight
targets for the society of the future (stated in “Japan’s Future Course”):

(i)  to continue environmentally sustainable economic growth and achieve
full employment;

(i)  to realize better living standards commensurate with Japan’s economic
power;

(iii) to develop a society where freedom, human rights and democracy are
observed and social justice is carried through;

(iv) to create an open society where unfair discrepancies and discrimination
are eliminated,;

(v) to assure the well-being and security of older people;

(vi) to develop a society in which work and personal life are balanced and
individuals develop their own capacities and interests;

(vii) to promote peace and prosperity all over the world, and respect for
freedom, human rights and democracy in all nations;

(viii) to establish a just society which is open to the rest of the world.

Every year Rengo works on several hundred issues which are grouped
into 16 areas of policy initiatives. These include economic and fiscal policy,
tax reforms, comprehensive industrial policy, employment and labour issues,
social security, equal opportunity, environmental protection, land
development and housing, regulatory reform, reform in politics and foreign
affairs. Rengo adopts these initiatives at its Central Committee and then
petitions the government and major political parties.

For example, the government and the Diet are discussing unemployment
benefits, health care and other issues related to the reform of the social
security systems. Rengo urges implementation of its policy measures,
including: (i) recovery of business through income tax cuts; (ii) reductions
in jobless workers through the one million job creation initiative; (iii) reform
of public pension schemes and health care programmes to provide security
for the working public; and (iv) restrictions on overtime and establishment
of fair work rules, including equal opportunity, through amendments to the
Labour Standards Law.
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Mechanism for trade union participation

There is an institutional mechanism that requires the government to hold
discussions with trade unions on planned changes in matters directly affecting
workers. When any change is planned in minimum standards such as working
hours, the government is obliged to convene meetings of the Central Labour
Standards Council which has representatives from trade unions and
employers’ organizations, as well as members representing the public interest
such as academic experts. When changes are planned in pension schemes,
health care programmes, and public insurance programmes, the law requires
the government to convene advisory commissions representing labour/
management and the parties involved, as well as researchers in each policy
area. In both cases the government is obliged to take account of the views
expressed by all parties.

Rengo is entitled to recommend the members representing workers’
interests on these advisory commissions. Through this participatory
mechanism, Rengo has been successful in amending the Labour Standards
Law to a 40-hour week (enacted in fiscal year 1994). Rengo has also made
efforts to improve labour standards and equal opportunities through the
Child-Care Leave Law (fiscal year 1990) and nursing care leave (incorporated
into amendments to the Child-Care Leave/Nursing Care Leave Law in fiscal
year 1997). Concerning revisions in the minimum wage requirement, too, a
tripartite advisory commission of representatives from public bodies, labour
and management meets every year and makes recommendations to the
government.

Advisory commissions also take part in policy decisions on reform of
public pension schemes and health care systems, changes in economic policies
and tax systems, and a total of 323 labour representatives have sat on these
and other commissions (as of 1999). But the influence that labour
representatives exert varies from commission to commission. Almost all
commissions dealing with employment regulation employ the

tripartite structure, while labour representation is rather weak in other
advisory bodies.

Currently, the Liberal Democratic Party, which tends to represent mostly
employers’ interests, is in power, which makes it rather difficult for Rengo
to achieve its political objectives. Therefore, Rengo is organizing popular
campaigns such as petitions to the Diet, public speeches and distribution of
bills on the street. In the Diet, Rengo has been obliged to make compromises
with political parties on its major policy initiatives. For example, the
government introduced substantial income tax cuts in its fiscal year 1994 and
1998 budgets, which contained measures favouring high-income groups, in
contrast to those proposed by Rengo.



44 ORGANIZED LABOUR IN THE 21°" CENTURY

Establishment of the minimum level of social security

Japanese trade unions have been trying to establish satisfactory social
security systems which assure the working public of employment
opportunities for those willing to work, adequate medical care when
necessary, and a tolerable standard of living after retirement. Unions argue
that social security schemes must provide unemployment benefits, health care
and retirement pensions. Unions have sought to develop policy measures and
systems to meet these requirements, as well as lobbying the government.

Presently, Japan provides: (i) employment insurance and accident
compensation schemes covering all workers; (ii) health insurance schemes
covering all residents; and (iii) pension programmes covering all Japanese
citizens. Furthermore, a national scheme to provide nursing care for the aged
came into effect in April 2000. Compulsory schooling up to the age of 15
assures all Japanese citizens of the right to a basic education.

However, there are many areas for improvement. The existing
employment insurance scheme assures a jobless worker of up to 300 days
of unemployment benefits, but in the protracted recession over recent years
many people have been unemployed for more than one year, and many of
them are no longer covered by unemployment benefits.

With regard to pensions, some self-employed workers have not paid the
insurance premium and are thus excluded from the national pension scheme,
and workers in small enterprises employing less than five people are not
eligible for the scheme. Moreover, as the population is ageing, the financial
base of the national pension scheme is expected to weaken in the next 10 or
20 years, so that employers and the government have proposed a reduction
in pension benefits. Rengo is opposing this move.

Promoting regulatory and financial reforms

It is often said that Japanese regulatory agencies, not political parties or
the Diet, have de facto discretionary power in policy making. An
overwhelming majority of bills are based on ideas from administrators or
politicians. Within the structure of regulatory agencies, advisory commissions
and other participatory systems, worker representation is rather fragile.
Therefore, Rengo has strongly urged such agencies to disclose information,
include the parties concerned in their policy-making process, and conduct
prior- and post-assessment of their policies. Rengo has proposed that the Diet
should strengthen its supervision and evaluation of regulatory agencies, and
also enhance lawmakers’ capacity to legislate by themselves. Regarding fiscal
policy, Rengo has urged the government to provide a stable financial base
under a medium-term budgetary plan to fund social security programmes,
education, housing and other items of social infrastructure, rather than simply
cutting public expenditure in order to balance the budget.
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As well as acting at the central level, unions scrutinize the policy position
of regulatory agencies, the Diet and local governments, and take action, when
necessary, to press for improvements. Rengo favours decentralizing
government action to local government level as much as possible. This is
because unions believe that decisions on issues directly affecting workers
should be taken with the participation of citizens at community level.

Rengo runs local offices in each of the 47 prefectures, and brings together
union leaders in these districts to develop local labour movements. Rengo’s
unions have been petitioning local governments on local employment policies,
welfare programmes and community development projects as Rengo does
at national government level.

2.2.2 Towards equal employment

Equal rights for men and women workers

Women account for 40 per cent of all employed workers. Of women aged
15 and over, about half hold jobs, of whom 80 per cent are salaried workers.
Women account for 28 per cent of organized labour. The overall ratio of
unionized workers to the total workforce is 23 per cent, but organized women
workers account for only 16 per cent of all women workers. This is attributed
to the fact that many women are employed in small enterprises or as part-
time workers.

It can be said that men and women have been able to work without
discrimination in terms of law since 1945 when the New Constitution
stipulated equal rights between men and women and gave suffrage to women.
Before that time discrimination against women was enshrined in the law. The
Labour Standards Law expressly prohibits discrimination against women at
work and the New Civil Code stipulates equal rights of inheritance between
men and women.

Despite these changes in the law, until the 1970s the generally accepted
idea was that men earn an income to keep their family and women stay at
home to look after the children. Except in a few professions such as teaching
and nursing, women were expected to stop working when they married or
had a child. This meant that women were not offered responsible positions.

There have been long and sustained efforts to make equal rights a reality
for women. In order to have children and a job, working women and labour
movements had to press for childcare facilities in the face of prejudice against
working mothers. The 1960s and 1970s saw many campaigns to force
management to retain women employees when they married, as well as
campaigns for day nurseries. These were succeeded by pressure for childcare
holidays (leaves of absence) and demands for non-discriminatory employment
terms and working conditions.
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Those movements have been fairly successful, and equal opportunities
for both sexes have now begun to prevail in society. In 1986 the “Equal
Employment Opportunities Law” was enacted, which prohibits
discrimination by gender in education, training, retirement and layoff. In 1997
the Law was amended to ban discrimination on recruitment, hiring, posting
and promotion. Further, in 1990 the Law on Child-Care Leave was enacted,
which provides for options of either one year’s leave without pay for either
working parent of a child under 12 months, or shorter working hours.

Between 1987 and 1993, several amendments were made to the Labour
Standards Law, which provided for a 40-hour week (in 1997) and an increase
in paid holidays. The law requires parents to share responsibility for taking
care of their family, and extended maternity leave to improve the protection
of maternity.

Wage discrepancies

In spite of union efforts to improve employment and working conditions
for working women, wage discrepancies between men and women are still
a serious problem. The average wage of female workers remains at about 60
per cent that of male workers, and the wage gap has hardly been reduced.
This is because there are few women in better paid jobs, their years of service
are shorter than male workers, and they are less likely to be promoted.
Women have to serve more years before they are appointed to responsible
positions and this contributes to the wage gap. Unions have been pressing
for equal treatment in education and training for women workers, and for
equitable promotion and retraining when they return to work after childcare
leave.

Apart from childcare, women are expected to look after their elderly
relatives. Realizing equality between men and women in domestic matters
is, therefore, very important. The Japanese legal system assures women of
equal participation in politics, volunteer and other social activities, but in
practice they have to choose part-time jobs or stay at home because of their
family responsibilities. They also have very little time for political and social
activities. One of the challenges for unions is to improve conditions for women
so that they can participate in social activities on equal terms with men. In
the late 1980s and early 1990s, the government initiated policy measures to
make equal treatment a reality, including adoption of the “Social Programme
for Equal Participation”.

2.2.3 Mutual benefit activities
Japanese trade unions participate in workers’ mutual aid cooperatives,

credit cooperatives and consumers’ housing cooperatives. Credit cooperatives
once existed in all 47 prefectures, but they were merged and 22 are now in
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operation. A regional credit cooperative collects deposits from union members
and offers loans. Workers’ mutual aid co-ops operate in all 47 prefectures,
and they offer personal and group life insurance plans as well as fire insurance
for local union members. Local trade unions provide support to their workers’
mutual aid co-ops. Consumers’ housing cooperatives are building societies
which are mainly for union members; they operate in several prefectures.
Their central organization, the Workers’ Housing Society, is incorporated by
law. This society builds living accommodation in the Tokyo Metropolitan area.

Trade unions in the regions cooperate with mutual aid activities, and
trade union organizations make these services available for members of
unions at small and middle-sized enterprises.

2.2.4 Social dialogue with employers

Workers’ organizations hold talks with employers’ organizations on
wages and other working conditions; many company-based unions routinely
hold talks with management in their labour/management councils. Some
industrial labour organizations and their employer counterparts have
consultations on industrial policy and other policy measures. This occurs
mainly in the electrical machinery, chemical and shipbuilding industries. In
other industrial sectors, labour/management talks are mostly on working
conditions and consultations on industrial policy are rare. In these industries,
employers’ organizations are not well-established and employers are not
ready for labour/management talks at industry level. Even if individual
employers are happy about consultation within their company, they are
reluctant to talk with the corresponding industrial organization of unions.

The Japan Federation of Employers’ Associations (Nikkeiren) is the central
employer body concerned with industrial relations. Over the past five years,
Rengo has held regular talks with Nikkeiren, and they have filed joint
petitions to the government on economic policies and job creation initiatives;
they have conducted joint studies and presented joint proposals on job
creation. Both Rengo and Nikkeiren strongly press for business-stimulating
economic policies against the current recession. On employment, Nikkeiren
has persistently argued that the basis of Japanese management rests on the
stability of employment, which has provided a background for Nikkeiren to
accept Rengo’s proposal for a joint study on the stability of employment and
joint initiatives for job creation.

Through these and other developments in relations between the two
organizations, Rengo and Nikkeiren published “A Joint Study on Job
Creation” in 1996, “A Joint Report on the Second Study on Job Creation” in
1997, jointly petitioned the government to “Fortify Job Creation Measures”
based on the joint report in the same year, and jointly filed a petition on “A
Specific Initiative for One Million Job Creation” in 1998. In the fall of 1998,
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the government studied this labour/management joint petition and
incorporated the “Yenl Trillion Budget for 1 Million Job Creation” into its
emergency economic policy package. This item was included in the
government’s supplementary budget for the fiscal year 1998 and its budget
bill for 1999.

In conjunction with labour/management joint action at central level,
several local employers’ associations and Rengo’s regional organizations have
begun to hold joint workshops and announce joint proposals on local job
creation programmes.

2.3 Towards solidarity
2.3.1 Unification of labour’s umbrella organizations

The Japanese trade union movement, revived immediately after the end
of the Second World War, began to launch aggressive social movements and
became a powerful force in post-war society and politics. But their national
centres were divided into four apex bodies — the General Council of Trade
Unions of Japan (Sohyo), the Japanese Confederation of Labour (Domei), the
Federation of Independent Unions (Churitsuroren) and the National
Federation of Industrial Organizations (Shinsanbetsu). The division of national
centres, affiliated primarily either to the Japan Socialist Party or to the
Democratic Socialist Party, lasted over most of the post-war period. Earlier
efforts to unite them had failed because of their differing politics and
ideologies. Finally, in November 1987, the All Japan Federation of Trade
Unions in the Private Sector was formed. In November 1989, unions in the
government and public sector decided to join the new national centre and
the Japan Trade Union Confederation (Rengo) was inaugurated. As of 1998,
Rengo represented 7,580,000 workers, the overwhelming majority of
organized labour. (Other than Rengo, the National Confederation of Trade
Unions (Zenroren) under the influence of the Japan Communist Party
organizes 840,000 workers, and the National Trade Union Council (Zenrokyo),
an independent leftist labour organization, organizes 270,000 workers).

The significance of Rengo can be summarized in three points. First, Rengo
represents labour organizations that respect free collective bargaining based
on market forces, social solidarity and protection for the vulnerable segments
of society. Second, Rengo, in its role as advocate for all employees, not only
organized labour, is in a position to influence the government, as it is one
of the key social groups. Third, Rengo defines the achievement of its declared
objectives as one of its major activities, and tries to work through a
participatory approach. Rengo intervenes in the policy-making process so that
tangible results are gained. To this end, Rengo attaches importance to dialogue
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with the Federation of Economic Organizations (Keidanren), Nikkeiren and
other employer/management organizations. Rengo communicates through
regular consultation with government agencies and major political parties,
and meets the Prime Minister for regular government/labour talks.

2.3.2 Organizational reform of unions

The Ministry of Labour conducts an annual survey on the ratio of
organized labour to the total workforce. In June 1998 the ratio stood at 22.4
per cent, confirming a declining trend since 1975. In less than a year after
the war, the ratio of organized labour exceeded 40 per cent and reached 55.8
per cent in 1949. By the 1970s, however, the Japanese economy had matured,
and unions were recognized as a social entity and a prerequisite to firmly
established labour/management relations. Ironically unions then lost their
power to attract and mobilize workers with the objectives of the immediate
post-war period. Thus, trade unions had to find a new raison d’etre.

Union identity (UI) campaign

A campaign called “Union Identity (Ul)” was launched in the 1980s,
mainly by private sector unions. The abbreviation “Ul” was used as the trade
union version of “Corporate Identity” (Cl) for business corporations.

The Ul campaign aims to revitalize union organization and activities. Any
organization tends to remain conservative by its very nature, and trade unions
are no exception. During the earliest phase of the labour movement, unions
needed strong leadership as they faced the challenge of overcoming poverty.
There was also keen confrontation between leftist and right factions in the
union movement. But by the 1970s trade unions had already solved this
problem; a new generation of leaders had taken over, and a new generation
of union members, too. Union organization needed revitalization measures,
and the Ul campaign surfaced through the daily activities of unions. The
campaign began with an extensive review of the visual aspect of traditional
activities, such as union songs and flags, the style of reports and proposals
submitted to meetings, and the proceedings of Conventions. Then, union
officials and members re-examined the way that unions should respond to
changes in the economic and social environment. This led to a reconsideration
of the vision of the union organization and the direction that the labour
movement should take. Before the Ul campaign, unions had reviewed the
movement on several occasions, but with a focus on doctrine and political
stance, so that for younger workers who had little interest in politics, unions
became less appealing. The Ul campaign changed the image of unions and
introduced a new style in events, proposals, communication and
community activities.
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Union initiatives for lifelong welfare

In parallel with the Ul campaign, the scope of union activities was
expanded into several new areas to link the unions more closely to the
personal life of their members. Many company-based unions formulated a
comprehensive initiative for lifelong welfare, covering major life events such
as marriage, childbirth, education for children, housing, health management
and retirement. The objectives of these comprehensive initiatives were
grouped into those for government action, those to be gained through
collective bargaining, and those that individual workers must achieve through
their personal efforts.

The major industrial unions have been organizing industry-wide private
pension plans and health care schemes since the late 1980s. They have
developed these schemes in partnership with life insurance companies and
other financial institutions, and invited their members to subscribe to them.

Unions are also beginning to offer consultancy services for members with
personal problems. These include lifestyle counselling and stress management.
This represents an extension of union activities, and indicates an effort to
become more attractive and to encourage members’ sense of participation and
involvement.

2.3.3 Organizing the unorganized

Article 28 of the Constitution of Japan recognizes the right to organize
as an essential right. But the percentage of Japanese people who are aware
of this right is declining. A continuous decline in the national consciousness
of the right to unionize and take assertive action at work is indicated by
surveys organized every five years by the Research Institute for Broadcasting
Culture. This may not be independent from the declining ratio of organized
workers in the total workforce.

Ten million Rengo members

It is important for unions to halt the decline in the proportion of workers
who are organized. At the fourth central committee held in November 1990,
one year after its foundation, Rengo confirmed its aim of a “10 million strong
Rengo”. However, no significant progress has yet been made in increasing
the number of union members organized under Rengo. In June 1996, Rengo
adopted an immediate policy to expand organized labour, targeting:

= workers in small enterprises, major affiliates of big corporations, and
major non-union companies;

= workers in atypical forms of employment and services, including part-
time and temporary workers; and

< independent workers who cannot be organized through a company.
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However, as of June 1998, unionists organized under Rengo totalled
7,476,000 workers, according to a survey of the Ministry of Labour; this
represented a decrease of 97,000 from 1997. The direct causes for declining
unionization are: a) business corporations have been retrenching, which means
fewer members in existing company-based unions; b) the dissolution of unions
due to permanent and temporary closures exceeds the formation of new trade
unions; ¢) unionization of part-time and temporary workers is slow because
of the wide range of types of employment.

Moves towards integrating industrial unions

Rengo is made up of individual industrial unions. These range from
unions which organize workers at a majority of the companies in a particular
sector to aggregations of unions related to company groups, and to trade
organizations in certain regions. A total of 72 industrial unions belong to
Rengo, with membership ranging from a few thousand to nearly a million.

This situation in Japan is quite different from that in Germany where
industrial unions have been integrated since the earliest years and are
concentrated into a very few entities. To improve organization in Japan, some
argue for the integration of the many dispersed industrial unions. Thus, there
have been mergers of several industrial unions, for example the Japanese
Federation of Chemical, Service and General Trade Unions (the CSG
Federation) was formed in 1995, and in 1998 the Japanese Federation of
Chemical Workers’ Union (Chemical League 21) was formed. In the summer
of 1999, the two major unions in the metal and machinery sector were
expected to amalgamate. In view of the prolonged recession and reductions
in membership, other mergers may also take place.

Unionization campaigns at industry level

Despite the general decline in unionization, the Japanese Federation of
Textile, Garment, Chemical, Mercantile, Food and Allied Industries Workers’
Unions (Zensen Domei) has increased its membership, and its efforts are
attracting attention. Zensen Domei was formed in July 1946 as a textile
workers’ union. This industry has swung between prosperity and depression,
and hence many union members leave the industry. Zensen Domei has
actively organized workers at smaller enterprises, and at the same time it
has expanded the trades covered, from manufacturing to distribution and
services, thus increasing its membership.

According to a survey of the Ministry of Labour in the 1990s, Zensen Domei
membership declined between 1994 and 1996, and rose again after 1997. During
a comparable period, other Rengo unions have lost members, and Rengo as a
whole has been unable to halt the fall in membership since 1995. Zensen Domei
alone has been successful in attracting new members in spite of retrenchment.
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There are several reasons for the success of Zensen Domei. First, the union
persuades managers of non-union companies of the need for trade unions,
concentrating on the distribution and service industries which have a lower
proportion of organized workers. Some managers are hostile to trade unions,
and in such cases Zensen Domei intensifies its efforts, giving personal
attention to all potential members.

Second, Zensen Domei has been focusing its organizing effort on part-
time workers. A Ministry of Labour survey indicates that there are 240,000
unionized part-time workers, which is only 2 per cent of total organized
labour. Most unions make little effort to recruit part-time workers, but Zensen
Domei had organized a total of 95,000 part-timers as of September 1998.

Third, in order to recruit workers in small enterprises with a lower
unionized ratio, Zensen Domei is collectively unionizing workers in particular
communities, and running federations of smaller company-based unions.
These activities are well-organized and systematic.

2.3.4 Political activities of trade unions

Political activities are an important way for unions to achieve their aims.
Structuring relations between political parties and trade unions has been a
big problem for the consolidation of national centres. When four national
centres existed, the question of union support for a particular party was an
obstacle to unification.

When Rengo was formed in 1989, it avoided supporting a single party,
leaving the question of political affiliation to the judgement of individual
unions. Rengo accepted that it would be difficult to liquidate the traditional
relations of cooperation and support with particular parties which had been
developed by the individual labour organizations over the years.

In its policy statement “Rengo’s Political Line” adopted in November
1993, Rengo summarized its basic position as follows: (i) trade unions and
political parties differ in their nature and functions and are completely
independent of each other, so that the principle of mutual non-intervention
must be observed,; (ii) trade unions seek to realize their political objectives
in cooperation with political parties and politicians whose objectives, policies
and demands coincide; and (iii) based on the principles described above, trade
unions provide assistance in election campaigns for the parties and politicians
that they support in order to strengthen their political influence.

The Liberal Democratic Party, established through the amalgamation of
conservative parties, stayed in power from 1955 until 1993. In July 1993, LDP
split over the question of political reform, and lost its single party majority
in the Diet: it was replaced by a coalition government of non-LDP parties.
The rest of the decade saw a succession of governments and Rengo is still
waiting for one that truly stands for the interest of the working public.
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3. New frontiers for trade unions

3.1 International activities

Rengo is the third largest member of the International Confederation of
Free Trade Unions (ICFTU); in the Asia-Pacific region Rengo is the largest
labour organization among ICFTU affiliates.

Rengo maintains observation of the Constitution of Japan and the doctrine
of UN-centred diplomacy as its ideal. It emphasizes the creation of a new
security mechanism based on arms reduction, social justice, respect for human
rights and democracy, fair competition, reduced economic discrepancies
among nations and environmental conservation. Rengo urges the government
to help strengthen the role of international organizations, provide more
development assistance and encourage private aid, serve international
policing activities, and promote peace in the Asia-Pacific region.

Rengo believes that without social development in Asia, including the
elimination of poverty, the introduction of social security systems, the
establishment of human rights and recognition of basic labour rights,
economic development, peace and stability in the region are not attainable.
In this context, it is essential to give effect to the “Asian Social Charter”, which
was drawn up by Rengo in 1994 and adopted by ICFTU-APRO.

The Charter confirms the importance of social progress and cooperation
in Asia, and aims to establish basic labour rights in each country of the region.
Chapter 1lof the Charter promotes ratification of relevant ILO Conventions,
and proposes a tripartite consultation mechanism in Asia. It states that ICFTU-
APRO has requested WTO and ILO to promote cooperation between the two
organizations in matters related to international trade in order to encourage
the observation of social standards on basic labour rights. Chapter 2 of the
Charter asserts that full employment should be a priority objective in
economic development, together with the principle of equitable distribution,
and social dialogue in every area of activities. This approach was reinforced
through the UN Summit on Social Development in 1995, and campaigns
promoting the Charter continued with petitions to the host countries of the
APEC summits and the ASEM conference.

Rengo’s international policy for fiscal year 1998

Rengo’s “Policy Initiatives and Proposals for Fiscal Year 1998 included
the following international policy initiatives:

(i) Rengo encourages international organizations and agencies to strengthen, revitalize
and improve their efficiency.

Rengo urges the Japanese government to continue contributing to
international organizations and their activities by providing human resources
and funds. Japan should help enhance the position of these organizations and
the country itself in international society. Rengo also requests the government
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to include trade union representatives in delegations to the conferences
organized by international organizations.

ii) Rengo asks IMF and the World Bank to encourage borrowing countries to observe
human rights and basic labour rights and to ensure that their citizens have a means
of livelihood.

Rengo, as the national trade union of a major funding country to IMF,

urges the Fund to consult trade unions in the borrowing countries, and to
take account of their views. In this context, Rengo congratulates the World
Bank on launching sincere talks with trade unions, and urges the IMF to make
similar efforts in hearing from trade unions.
(iii) Rengo appeals to governments to develop a consensus on the ratification and
application of the core labour standards which are recognized worldwide. These
standards are incorporated in the ILO Declaration on Fundamental Principles and
Rights at Work, 1998.

Japan itself has not yet ratified Conventions No. 105 (Abolition of forced
labour), No. 111 (Equal treatment in employment and occupation) and No.
138 (Minimum age for employment) . Rengo calls for early ratification of these
Conventions by the Japanese government, and at the same time urges other
governments in Asia to ratify and apply the core standards.

iv) Rengo encourages the parties concerned to strengthen the provisions on labour
and the environment in the multilateral agreement on investment (MAI).

As the MAI now being considered in the OECD is directly related to
production and employment, Rengo believes that it should observe basic
labour rights and environmental standards, and that these should be included
in the text of the MAI, together with procedures in case of violation.

(v) Rengo asks the Japanese government to make further efforts towards consolidation
and retrenchment of the US military bases deployed in Okinawa.

Rengo has been requesting the Japanese government to make a strenuous
effort for closure of US military bases. Upon the return of these bases, Rengo
requests the removal of pollutants from the land to prepare the area for the
development of Okinawa and for job creation.

(vi) Rengo appeals for improvements in the quality and efficiency of Japan’s overseas
development aid and seeks the enactment of a basic law on ODA.

It is necessary for ODA to emphasize projects that meet basic needs,
including the fight against poverty, education, sanitation and protection of
the environment. To this end, Rengo believes it is necessary to promote
cooperation between trade unions, NGOs and international organizations. In
particular, Rengo solicits the government to strengthen its support for the
International Labour Foundation, a Rengo-affiliated organization.

(vii) Rengo makes efforts to strengthen environmental protection and occupational
safety in the Asian region, and recommends incorporating into ODA projects an
exchange of experience and technology in these fields at union level.
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Japanese trade unions have played an important role in improving
environmental conservation and occupational safety programmes. As part of
its technical cooperation activities Japan agreed on the occasion of the Kyoto
Conference to help developing countries in these fields. Rengo asks the
government to allow the participation of Japanese and local trade unions as
well as NGOs in technical cooperation projects financed by ODA.

(viii) Rengo pushes for fair labour/management relations in Japanese multinational
corporations.

In general, labour/management relations in multinational corporations
with headquarters in Japan remain favourable. However, there have been
some problems in the management of industrial disputes. Rengo has put
pressure on their Japanese parent company and the Japanese government to
correct any misconduct. Rengo has also been pushing Japanese multinationals
to adopt codes of conduct.

(ix) Rengo urges early ratification of the Japan-Germany Pension Agreement, and
encourages similar agreements with the United States and European countries.

With globalization, the number of Japanese nationals working in foreign
countries has been increasing, and vice versa. Reciprocity between pension
programmes in different countries is essential to eliminate duplicate payments
for premiums and to provide a secure retirement. With the Japan/Germany
scheme as the starting point, Rengo urges the government to conclude similar
agreements with other countries. In particular, Rengo is encouraging an
extensive review of possible schemes with the United States, where the system
is very different from that in Japan. This matter should receive early attention
as many Japanese work in the United States.

Japanese multinationals and their labour/management relations

During the 1960s many Japanese companies in textiles, food processing
and electrical machinery began to advance into foreign markets, centred on
the Asian region. IMF-JC was formed as a branch of the International
Metalworkers’ Federation at about this time.

During the 1970s, labour disputes occurred frequently in Japanese-
controlled companies operating in Asia, and local workers and their unions
turned to Japanese trade unions for support and assistance. In response IMF-
JC, acting as the core union organization, took the first steps to inaugurate
the Trade Union Committee on Multinationals (TCM) which operates across
the various national centres. Since that time, TCM has taken a central role
in negotiating with parent companies whose local subsidiaries are
experiencing labour problems. It also exerts an influence on employers’
organizations and government agencies. Through these efforts TCM assumed
responsibility for monitoring the conduct of Japanese multinationals in
cooperation with local trade unions.
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When Rengo was formed, the TCM office was transferred to Rengo’s
International Bureau. According to a questionnaire survey conducted by TCM
in 1997 on Rengo trade unions, a total of 496 companies own one or more
subsidiaries overseas, i.e. 4,258 corporate entities with 944,000 employees. In
a separate survey conducted by the Japanese Electrical, Electronic and
Information Union (Denki Rengo), 92 companies in this sector own foreign
subsidiaries, i.e. 1,393 firms with 478,000 employees. Japanese corporations
running overseas operations provide some 1.5 million jobs in
different countries.

In recognition of the important role of Japanese trade unions based in
the home country in improving working conditions and facilitating regulatory
measures, Rengo is active in this particular area. Japanese unions contribute
to international industrial forums and organizations, and exert an influence
on the 24 world councils formed for each major international corporation
within the IMF, of which six are Japanese multinationals (Toyota, Nissan,
Honda Motor, Mitsubishi Motor Industry, Mazda and Matsushita). These
councils exchange information between their operations in various parts of
the world and discuss questions on their management practices. During
the turmoil caused by the Asian currency crisis, Rengo appealed for the
economic reconstruction of Asian economies and security for Asian workers.

Rengo activities in development cooperation

Rengo established the Japanese International Labour Foundation (JILAF)
in 1989 as a specialized body devoted to international exchange and
development cooperation. JILAF activities cover three main areas.

First, the Foundation invites trade union activists in developing countries
to Japan and provides them with opportunities for training. Every year some
20 teams or about 100 unionists from developing countries in Africa, Asia
and Latin America (50 countries in all) participate in these training
programmes. Between 1989 to 1997, a total of 985 persons visited Japan; 23
per cent were from Africa, 52 per cent from Asia, and 17 per cent from Latin
America. The remaining 8 per cent were from rest of the world.

Second, JILAF runs “local projects” which support trade union activities
in developing countries addressed to their members and local people. These
projects started in 1994 and they cover labour/management relations,
unionizing workers, occupational health and safety, family planning and
educational projects to combat child labour. From 1994 to 1997, a total of 425
seminars were held in the context of local projects, with 13,169 participants.
In carrying out these activities, Rengo and JILAF emphasize an exchange of
information with the regional organizations of ICFTU, particularly with
ICFTU-APRO.
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Third, JILAF organizes equipment supply programmes to support trade
union activities in developing countries (audio/visual/educational
equipment, printers, etc.). Over nine years, more than 100 equipment grants
were extended to 50 organizations in some 40 countries.

The annual JILAF budget amounts to about Yen 500 million (US$4.2
million) raised from JILAF’s own revenues from government contracts and
donations, together with funding from Rengo.

Other Rengo activities in international development cooperation include
financial support to disaster victims, refugees and displaced persons. Such
assistance is financed by fund-raising campaigns and from Rengo’s
International Solidarity Fund.

Finally, the Rengo International Development Cooperation Centre (FAN),
jointly established by some of Rengo’s industrial unions, provides assistance
to disabled persons in Thailand, sponsors sports events for the handicapped,
and hosts seminars on international cooperation for union members.

International cooperation at union level

International activities organized by individual industrial unions and
company-based unions are becoming more common. These efforts include
assistance for social welfare facilities and equipment, and aids to human
resources development in developing countries. In addition, Rengo unions
provided cash donations and emergency relief for the victims of natural
disasters in China, Indonesia and the Philippines. JILAF aims to contribute
to social and economic development by supporting democratic and
independent trade union movements in developing countries. As part of these
activities, Rengo organizes exchange visits with members of foreign trade
unions, arranges seminars in developing countries, and provides equipment
and materials for union activities overseas.

3.2 Environmental problems

Before Rengo was established, trade unions were already active in
environmental protection. They had been campaigning against water
pollution, air pollution and deforestation since the 1960s. Rengo has expanded
the scope of its environmental policy to include global issues since around
1992 when Rengo sent a delegation to the Global Environment Summit held
in Rio de Janeiro.

Rengo’s environmental policy

The pillars of Rengo’s environmental policy are prevention of global
warming, control over hazardous chemicals, and the promotion of waste
management/recycling. It also advocates environmental standards for
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industry and respect for the natural environment. Rengo’s approach is to
structure a recycling society, and the organization has gradually developed
a way of promoting environmentally sustainable business and industry,
community living and personal lifestyle.

In 1994, Rengo formulated its Trade Union Guidelines on Environmental
Issues, designed to orient union activities on environmental problems at each
level (Rengo central, industrial union, local union association and company-
based union levels).

Also, in response to the adoption of “Agenda 21” by the government,
Rengo supported enactment of the Basic Law on the Environment and then
the Basic Environmental Plan. Rengo took the lead in establishing the Japan
Environmental Forum, a coalition of NGOs, including the World Wild Life
Foundation-Japan Committee (WWF-Japan), and Earth Day Japan, to help
draw public attention to environmental problems. Since that time, Rengo has
sponsored symposia and study meetings on environmental issues in Japan.
It also participates in international conferences on environmental issues.

Rengo makes proposals on environmental policy to the Environment
Agency and the Ministry of International Trade and Industry, and its
representatives sit on advisory commissions on the environment. Rengo has
been strengthening its efforts in this area since 1998 in order to address global
issues within the framework of the social movements in which it participates.

Rengo’s Committee on the Environment

The Committee on the Environment was set up in 1998. The Committee
is made up of senior union officials and specialists in environmental issues.
In its first year, the Committee initiated the Rengo Eco-Life 21 campaign,
which still continues. The campaign aims to alter the lifestyle of massive
consumption/massive waste. The first phase was launched in union offices
and workshops (Step 1). Three months after the Step 1 campaign began, it
was reported that more than half of Rengo’s union offices engaged in
environmentally friendly union office practices. Step 2 started in April 1999
in the form of a massive campaign among company-based unions and in
communities, involving union members and their families. Step 3, to be
initiated in October 1999, takes the form of a nationwide campaign, involving
NGOs as well as trade unions.

Rengo’s Committee on the Environment reviewed the Trade Union
Guidelines on Environmental Issues, and published a revised version in
February 1999. The revised guidelines include: (i) case studies of company-
based unions; (ii) tasks to be assumed in the flow of environmental efforts,
starting from each workshop to its company-based union, and from its higher
union organization to the Rengo central office; and (iii) a systematic analysis
of the flow of environmental efforts. Since efforts at local level are becoming



JAPANESE TRADE UNIONS AND THEIR FUTURE 59

more and more important, the revised guidelines look seriously at the role
of regional union organizations.

The guidelines are designed to be widely used at study meetings and in
daily practice at workshops, local offices and headquarters of union
organizations at each level. They are also expected to open the way to an
active exchange of opinion on environmental issues at labour/management
talks.

Many of Rengo’s industrial unions have formulated their own
environmental policy and initiatives, and they carry out their own industry
campaigns, advocating good practice for environmental conservation. In some
cases unions define their position and role in tackling environmental issues
in their daily activities. For example, several unions in the chemical industry
promote environmental protection based on occupational health and safety
considerations. Topics of environmental concern are discussed between labour
and management at their regular talks, and in some instances unions actively
participate in health and safety inspections of factory premises.

Some local and regional union associations organize regional activities
on the environment. Several of them conduct environmental studies in order
to formulate policy proposals to submit to local assemblies and regulatory
bodies such as prefectural commissions on the environment.

3.3 Trade unions in civil society

Local union activities and citizens

On the vertical axis, Rengo consists of its industrial unions and company-
based unions, and on the horizontal axis it has regional associations at
prefectural level (47 prefectures in all) and local union councils at municipal
level (some 470 councils in cities, towns and villages). These organizations
submit their demands to local government offices every year, in parallel with
Rengo’s central organization and the national government.

In drawing up their policy demands and proposals, unions generally
consult citizens’ organizations in their localities and carry out surveys in their
communities. The All-Japan Prefectural and Municipal Workers’ Union
(Jichiro) plays the central role here, so that campaigns at local level are
organized efficiently.

Local union organizations engaging in regional campaigns often have
strong political influence in the election of councilors to local assemblies.

The volunteer movement, NPOs and NGOs

In response to the Kobe earthquake, Rengo initiated the “Citizens/Rengo
Volunteer Network™ in April 1995, in partnership with other citizens’ groups
and social welfare councils, and engaged in support activities to reconstruct
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Kobe City. Rengo’s union members had provided emergency relief
immediately after the disaster, which occurred on 17 January of that year.
Including those who participated in or cooperated with some forms of relief
and support activities, as many as 6,460,000 Rengo members were involved
in relief activities for the victims of the tremor.

Non-profit organizations had an uncertain position in Japan, in terms of
their social standing and legal status. During the 1990s Rengo took an active
role in promoting legislation recognizing such bodies as a legal entity. In
January 1997, Rengo Rials and the “Citizens/Rengo Volunteer Network™ co-
sponsored a symposium to discuss relations between NPOs and trade unions,
and cooperation between citizens’ groups and Rengo.

In March 1998 the House of Representatives unanimously adopted the
Law to Facilitate Designated Non-Profit Activities. The Law was achieved
through partnership between Rengo and diverse citizens’ organizations, and
in the course of this collaboration Rengo expanded its scope of activities and
exploited a new dimension by developing multiple communication channels
with citizens’ groups supporting Rengo activities.

In 1997 the Citizens/Rengo Volunteer Network became the Citizens
Volunteer Bureau, a department in Rengo headquarters. The Citizens
Volunteer Bureau served as an office for the solidarity movement promoting
the NPO Law between Rengo, diverse citizens’ groups, NGOs and NPOs.

In 1998 Rengo decided to encourage policy agreements with citizens’
organizations, NGOs and NPOs, to collaborate in a broad spectrum of
activities which contribute to society (including volunteer activities).
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Trade unionism in Sweden

Reinhold Fahlbeck

Introduction

The purpose of this text is to present Swedish unionism to a foreign
readership in a succinct but analytical way. The emphasis is on attitudes,
structures, trends and overall characteristics rather than minute factual
information. Since the approach is analytical it is imperative to highlight the
elements that set Swedish unionism apart from unionism in most other (non-
Nordic) countries.

Sweden is a parliamentary democracy. Its present constitution is quite
new — the 1974 Instrument of Government — but constitutional traditions
stretch back several centuries. The Head of State is the King who, however,
plays only a formal role. Power is divided between three independent bodies:
the government, headed by the Prime Minister, the legislature (the single-
chamber Riksdag) and the judiciary. Political representation is proportional,
majority representation never having been part of the Swedish system. Since
the mid-1930s the Social Democratic Party, SAP, has completely dominated
political life. With few interruptions it has been in power since that time. SAP
is close to the main union federation in Sweden, the LO.

Sweden is a unified country and legislation is under the exclusive
authority of the Riksdag. However, the government enjoys a strong position
vis-a-vis the legislature. This is demonstrated by the fact that government,
rather than the legislature, is the main initiator and architect of new
legislation. Provincial or local (municipal) regulations of a statutory type do
not exist in labour questions.

Sweden has no equivalent to the NLRB (National Labor Relations Board)
in the United States, nor is there a state labour inspectorate. The public
authorities have a limited role in administering day-to-day labour relations.
This is in sharp contrast to the role of public authorities in administering
labour market policy schemes, e.g. full employment policies, employment
exchanges, vocational training and retraining. Such policies, which are very
important in Sweden, are administered by the Labour Market Board together
with its provincial and local branches. Despite its name the Board is not
concerned with labour and employment law or labour relations generally.
The Industrial Safety Board and its local branches are responsible for health
and safety at the workplace as well as the working environment.

Employers and workers play an important role in regulating the labour
market. The collective agreement is the instrument primarily used and these
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exist in every sector of the Swedish economy. Employers accepted collective
regulation early this century.

Strong elements of trust, cooperation and mutual understanding between
employers and workers characterize the Swedish industrial relations system.
Acceptance of trade unionism on the part of employers and appreciation of
the trade union contribution to the daily running of the enterprise is matched
by a pragmatic acceptance on the part of the union movement of employers’
freedom to manage the business and make decisions on technological change.
In most instances the relationship between an employer (or an employer
organization) and the union is firm and of long standing. The parties live
together in something like a “marriage of convenience” with no possibility
of “divorce”, as it were. Despite this rather cosy relationship there is little
collusion between the parties and featherbedding is unknown. By and large
the parties deal with each other at arms’ length, while preserving their
“marriage of convenience”.

The population of Sweden was between 8.8 and 8.9 million in 1997.1 The
total labour force (including the unemployed) in the same year was around
5.5 million, i.e. a participation rate of about 77 per cent of the population
between 15 and 64 years of age. The participation rate for men was slightly
higher than for women, about 79 per cent versus 74.5 per cent. The overall
participation rate has gone down from 84.5 per cent in 1990, mainly due to
ageing of the population. The employed population stood at 3.9 million, of
whom 11 per cent were self-employed or family members. Women accounted
for 48 per cent of the total.

Women are strongly over-represented in atypical work such as fixed-term
contracts and part-time employment. For example, the total percentage of
fixed-term contracts stood at 14.5 per cent in 1997, nearly 17 per cent for
women and 12 per cent for men. The difference is far more dramatic in part-
time work, i.e. less than 35 hours per week. About 38 per cent of women
work part-time, compared with only 9 per cent of men.

The primary sector (agriculture) accounted for only 2.8 per cent of the
total labour force. Manufacturing and construction (the secondary sector)
accounted for 26 per cent of the working population, down from the 1991
figure of 28.3 per cent. Public sector employment accounted for 37 per cent
of total employment in 1997, primarily in local government, down from 40
per cent in 1990. Women dominate in the public sector, particularly in health
and welfare.

! For statistical data see the Statistisk Arshok (Statistical Yearbook of Sweden). Data are
presented in Swedish and English. When not otherwise stated, figures (and percentages based
on them) in the text are from this publication and refer to 1997.
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In 1990 manual workers accounted for 44 per cent of all employees, 46
per cent of them being women. Salaried employees, white-collar workers as
well as professionals, accounted for 41 per cent, of whom 53 per cent were
women. The remaining 15 per cent were self-employed or unclassified.

1. Overall characteristics of Swedish unionism

Trade unionism in Sweden has a humber of special features. To a great
extent these are common to all five Nordic countries (Denmark, Finland,
Iceland, Norway and Sweden). The most conspicuous are highlighted here:
some of them distinguish Sweden from any other country.

The uniquely high rate of unionization is the single most outstanding
point. Union density rates are well above 80 per cent of the employed
population. In some sectors they are over 90 per cent and increasing, not
declining. Between 1990 and 1996 the overall figure rose from 80 to 83 per
cent (Kjellberg, 1997).

Another rather unusual phenomenon is that employers do not resist
unions. Since a compromise was reached in 1906 between the then infant
organizations on both sides, private sector employers belonging to the
dominant Swedish Employers Federation, SAF, (Svenska Arbetsgivarefor-
eningen), have accepted unionism. A cooperative attitude on the part of em-
ployers has prevailed ever since, despite some bitter conflicts.

Unions have traditionally pursued a highly ideological agenda. The
transfer of the means of production to society was long a stated goal of the
dominant blue-collar federation of employees, the Swedish Federation of
Trade Unions, LO (Landsorganisationen i Sverige). Although that goal was never
pursued with much determination, the transformation of Sweden into a
welfare state based on political and economic democracy and on equality has
been relentlessly pursued. However, and this is the outstanding feature, LO
and its member unions have always maintained good lines of communication
with their employer counterparts. This has enabled them to sign traditional
collective agreements on wages and other terms and conditions of
employment. It has also enabled them to negotiate master agreements on
employer/worker cooperation on a variety of issues, such as grievance
procedures, limitation of industrial action, health and safety at work, and
gender equality. In other words, one outstanding feature of Swedish unionism
is its pragmatism in dealing with the employer community.

Yet another outstanding feature is that unions look upon themselves as
organizations with a mission, a kind of secular religion. Unions also see
themselves as the vanguard of a better society. The task of unions is to help
create this society and to lead their constituents into it. Closely related to the last
characteristic is that inter- and intra-union disputes have always been rare.
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Continuity is yet another characteristic of trade unionism and industrial
relations generally. Existing unions can look back on an unbroken history since
their foundation: LO celebrated its centenary in 1998. It is much the same
organization today as it was in 1898, only society has changed considerably.
This continuity permeates unionism and imbues the movement with a feeling
of tradition coupled with responsibility.

2. Background and structure

Labour market organizations are voluntary, non-profit associations. There
is no general legislation governing such organizations in Sweden, and no
specific regulations. The requirements for a legally recognized union are
minimal, making it extremely easy to form one. No registration is necessary.
Some general principles of law exist but unions enjoy a considerable degree
of self-governance. There have been few allegations of abuse of this freedom
and these have generally not been concerned with serious misconduct.
Corruption or dictatorial practices are very rare. Calls for statutory regulation
have been frequent but unions have consistently and adamantly opposed
them. Given their strong position in Swedish life and the fact that union
conduct has never caused truly serious concern, moves for legislation have
never gained any significant momentum. Union recognition is not really an
issue since they all enjoy basic union rights as bargaining agents for their
members.

As already mentioned, the Swedish labour market is highly organized.
A recent study put the overall rate of unionization at 77.7 per cent in 1980,
81.6 per cent in 1990 and 83.6 per cent in 1996 (Kjellberg, 1997). Unionization
rates are somewhat higher among white-collar than blue-collar workers.
Union membership is fairly evenly distributed among the three main sectors
of the labour market: private, local government and central government
(state), though it is higher in the public sector than in the private sector. The
size of the company is not particularly relevant, nor is the branch of industry.
Age and geographical location are reflected since unionization rates are higher
among older workers and in small towns rather than big cities. Women are
unionized to a slightly higher degree than men. The rate among part-time
employees is slightly above average. About 70 per cent of employees on fixed-
term contracts belong to a union. Temporary workers, i.e. people working
for agencies that place their employees with third-party clients, are organized
at about the average level. They are covered by a nationwide collective agree-
ment which addresses the concerns of *“temps”.

The union movement is divided into three main federations: for blue-
collar workers, white-collar employees, and professionals. This division is
largely an anachronistic remnant of the more class-oriented society of the early
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twentieth century. Mergers between unions are quite common within federa-
tions, in particular LO. To a certain extent mergers are defensive, but the chief
motivation is offensive. Small unions realize the need to join a bigger union
or else to form a bigger union together with other small union(s) in order
to represent their members better. Moreover, technological developments may
have rendered an existing union structure obsolete. All these points were
relevant when the three unions in the typography, printing and bookbinding
industries merged some 25 years ago. Three proud craft unions with long-
standing traditions decided to merge, but it was a painful process.

So far no major amalgamation has taken place between unions belonging
to different federations. Historically transmitted traditions and attitudes still
obstruct trans-federation mergers despite a growing awareness of the need
for common platforms and programmes. To an increasing extent, the relevant
distinctions between employees are more likely to be found within the
industry-wide unions of the three separate federations than between them.

Employees tend to cooperate across traditional borderlines. In some
sectors collective agreements on wages and other conditions of work now
cover all employees, but this trend is still very much in its infancy. The 1995
industry-wide agreement in the pulp and paper industry is a pioneer,
covering some 35,000 blue-collar workers, white-collar employees,
professionals and supervisors belonging to unions affiliated with the three
federations plus the independent union of supervisors.

Cooperation between unions belonging to different federations has
resulted in several industry-wide bargaining bodies. The best known is the
Cartel of Private Salaried Employees (Privattjanstemannakartellen, PTK), a
federation of 27 industry-wide unions, 17 from Sveriges Akademikers
Centralorganisation (SACO) and 10 from the Central Organization of Salaried
Employees (Tjasteménnens Centralorganisation, TCO). In the past PTK entered
into binding collective agreements on wages and other conditions of work,
but that mandate was removed some years ago. The central, industry-wide
mandate for PTK today is limited to matters concerning retirement, insurance
and employment security, retraining and adjustment. At enterprise level PTK
usually represents all salaried employees and their local unions.

In the international field cooperation and common action between the
three federations are becoming the norm. Some differences of opinion exist
between LO and TCO on the one hand and SACO on the other hand about
union aims and strategies in the international arena. In a broad perspective
these differences are minimal.

The Swedish Federation of Trade Unions (LO) completely dominates blue-
collar unionism. LO was founded in 1898, which makes it by far the oldest
of the three employee federations. It is a federation of 20 (1998) industry-wide
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unions.2 LO organizes blue-collar workers (and some white-collar workers
as well, e.g. insurance company employees) over the whole labour market,
private sector as well as public. With 2.1 million members (1998) it represents
slightly more than half of the working population in Sweden. Membership
peaked in the mid-1980s and declined somewhat in the 1990s. The density
rate has gone up slightly, both phenomena reflecting the diminishing role of
blue-collar work in the economy generally. Women account for 45 per cent
of overall membership but they dominate the single biggest union in the LO
family, the Swedish Municipal Workers’ Union. The overall unionization rate
of the blue-collar sector of the economy hovers slightly above 80 per cent
(1997).

LO has a close relationship with the main political party, the Swedish
Social Democratic Workers’ Party, SAP. This alliance gives it a strong position.
LO also commands a very powerful position from another point of view in
that it represents slightly more than half the workforce, which in turn accounts
for half of the entire population. The membership figures alone mean that
LO speaks for one quarter of the entire population. Counting those who are
dependent on members, the percentage increases further. This means that LO
can speak to the government and public or private bodies on more or less
equal terms and with great confidence.

The combination of political affiliation and membership figures has given
LO a unique position in national life for most of this century. It has played
an important role in shaping Swedish society. Without exception LO
members are industry-wide unions organizing employees throughout the
entire country. Most are industrial unions, organizing all blue-collar
employees in a particular branch of the economy regardless of occupation,
skill or training. Historically, member unions were primarily craft based, i.e.
organizing employees according to their skills and training. However, the
number of craft unions has diminished during the century as they have
merged and formed industrial unions. Some craft unions still exist, mainly
in the construction industry.

Private sector unions have generally dominated the LO family. The
Swedish Metal Workers’ Union was traditionally both the biggest and the
single most influential member. Strong growth in public sector employment
after 1945 meant a concomitant increase in public sector unionism. The private
sector still accounts for more than 50 per cent of total membership. However,
the single biggest member now is a public sector union, the Swedish
Municipal Workers’ Union. No LO members are general unions, organizing
employees regardless of occupation, education or skill.

2 For statistical data concerning LO and its member unions see Kjellberg, 1997. For more
detailed information see the Annual Reports of LO.
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The number of LO member unions has declined steadily over several
decades. Traditionally, many unions were quite small in terms of total
membership. Mergers have reduced the number of unions while ensuring that
total membership has increased. There were 25 member unions in 1988 and
20 in 1997. However, there are still some quite small unions, such as the tin-
plate workers’ union with 5,200 members and the musicians’ union with 6,400
members (1997).

White-collar unionism is much more recent than blue-collar. Starting in
the 1930s white-collar and professional employees began forming unions or
turning existing associations into union-type organizations and demanding
collective bargaining. Employers resisted. The government intervened and
the 1936 Act on Freedom of Association and Collective Bargaining was
passed. Building primarily on the experience gained by SAF and LO and
copying most of the mechanisms that they had built, the statute extended
collective bargaining rights to all private sector employees, guaranteeing them
freedom of association in the process. Under the protection of the statute,
white-collar and professional unionism expanded quickly, albeit along
different organizational routes. By and large white-collar unionism is now
federated into the Central Organization of Salaried Employees (Tjasteméannens
Centralorganisation, TCO), founded in 1944.2 TCO is a federation of 18
industry-wide unions (1999) with a total membership (in 1998) of 1.2 million
employees, 60 per cent of whom were women. TCO organizes employees in
all sectors of the labour market: private, local government and central govern-
ment, divided fairly equally between private and public employment. The
unionization rate is about 90 per cent; it is particularly high in the public
sector. Most members are industrial unions, many of which began as friendly
associations for the promotion of professional standards and mutual
assistance. Under its statutes TCO has no political affiliation or ties.

Professional employees are organized by unions federated into SACO,
founded in 1947.4 (SACO is an acronym for Sveriges Akademikers
Centralorganisation but the acronym has been adopted as the official name of
the federation.) The total membership of its 26 industry-wide unions (1998)
is 460,000 employees. Women account for around 45 per cent of total
membership. Some 30 per cent of working members are employed in the
private sector, 65 per cent in the public sector and the remaining 5 per cent
are self-employed.

The predominant role of public sector employment among SACO
members distinguishes it from LO and TCO. Another distinguishing feature

® For detailed statistical data see the Annual Reports issued by TCO.
4 For detailed statistical data see the Annual Reports issued by SACO.
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is the predominance of craft unions within SACO. Membership in the various
unions is usually based on education, a university degree being required to
join most of the member unions. Another distinguishing feature is the large
number of unions and the modest size of most of them. This is because the
recruitment basis of quite a few member unions is limited, e.g.
physiotherapists, pharmacists or merchant navy officers. The smallest member
union is the Swedish Veterinary Association with only 2,200 members. Yet
another distinguishing feature is that 14 per cent of members are students
or self-employed (5 per cent on a full-time basis and 5 per cent part time).
The self-employed can be found in a variety of professions: they are architects,
dentists, lawyers, physicians, or other specialists.

One SACO member is a general union, organizing employees who do
not belong elsewhere. It is the only such union in any of the three federations
but it is small, with less than 10,000 members. Most SACO members have
an important role as a professional association as well. More often than not
they grew out of professional associations, some dating back to the nineteenth
century. The biggest member is the Swedish Association of Civil Engineers
with a membership accounting for nearly 17 per cent of all SACO members.

SACO has experienced rapid growth in the 1990s, increasing its
membership by 40 per cent since 1990. This is in sharp contrast to the other
two federations, with little (TCO) or negative (LO) membership growth
during the same period. Obviously SACO is growing from a much lower level
and it is benefiting from higher educational standards in the population. In
1998 SACO also saw a new union entering the federation, increasing the
number of member unions. This is hoteworthy in an era when the number
of member unions is decreasing in LO and TCO, although this is due to
mergers between members rather than to unions leaving the organization.

SACO has faced considerable difficulties in gaining recognition as a
federation of equal standing with LO and TCO. It was only in 1997 that SACO
was admitted as a member of the European Trade Union Confederation
(ETUC) and the Council of Nordic Trade Unions (NSF). There are several
reasons for this somewhat discriminatory treatment. One is that SACO often
pursued policies in labour market matters that deviated from and angered
not only LO and TCO but also the Social-Democratic Party. Another factor
is that SACO competed with LO and TCO in some activities, such as trying
to set up a European-wide employee organization other than ETUC (the
CESI). A third reason, perhaps, is that SACO is strictly neutral in political
matters. In addition, most of its members probably vote for the non-socialist
bloc in Swedish politics!

Much of the acrimony between LO and TCO on the one hand and SACO
on the other hand seems to have been overcome in the very recent past. The
entry of Sweden into the EU seems to have united them into a common front
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vis-a-vis employers and the EU bureaucracy in labour and social matters.
They have shared an office in Brussels since 1997. The strong membership
growth that SACO has experienced is also a factor behind its growing
acceptance as a player on equal terms.

Minority unionism should not occur within the three federations since
jurisdictional rules aim at preventing two member unions from organizing
the same employees.® These rules have generally prevented minority unionism
from emerging inside the same federation. There are a certain number of
jurisdictional agreements between unions belonging to separate federations
but disputes are not all that uncommon. However, they have not led to any
minority union situations since those involved in jurisdictional disputes are
majority unions in their core field.

Independent unions, not affiliated with the three federations, are
uncommon in Sweden, playing a very marginal role in the labour market.
Independent unions are mostly minority unions, and independent unionism
has never been a serious issue in Sweden. LO and its member unions aimed
at organizing all (blue-collar) employees from the very start. The LO policy
was strengthened by a corresponding policy on the part of SAF. Already in
the early stages of modern industrial relations SAF preferred to deal with
LO and its member unions (although there were instances where both SAF
and individual employers promoted splinter unionism and independent
unions). No Communist union movement was ever formed or even seriously
considered; no truly important Communist party ever emerged in national
politics. At the same time no religious union movement was formed either.
Sweden was a firmly Protestant country so there was no ground for a union
movement inspired by Catholic social thinking, as was the case in many
European countries.

By and large the structure established in the first decades of this century
of a unified labour movement rather than pluralistic unionism became the
tradition of the land. The attitude that emerged is that multiple unions are
ultimately detrimental to the employees concerned and to the country as a
whole. This attitude partly reflects the strength of the larger unions. They
dominate the field both in terms of actually unionizing employees in their
various parts of the labour market and also in terms of creating an atmosphere
in which union multiplicity is frowned upon. In other words, a classic example
of the successful monopolist!

One consequence is that Sweden does not have an official system to
establish majority status for unions. Some kind of border would have to be

® For extensive explorations of jurisdictional matters, both inter- and intra-union, see
Government White Papers SOU 1988:49 — 50, Arbetsmarknadsstriden. Granstvister.
Stridsatgarder mot smaforetag. 111 - IV.
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established to separate the employees represented by two (or more) unions
from other employees and no such rules exist in Sweden. They are considered
unnecessary because minority unions are very rare and they are unwanted
because minority unions are considered undesirable. However, it usually
poses no problem to ascertain which is the majority union since minority
unions tend to be very small. If a problem arises it is usual to regard all
associations in the business concerned as the “unit” for establishing majority
status. Obviously this makes it very difficult for new unions or splinter unions
ever to achieve majority status. An example will illustrate this point. In the
ports longshoremen are traditionally organized by the Swedish Transport
Workers’ Union, a member of LO. This union organizes all workers in any
job related to transport, e.g. trucking or bus driving. A splinter union was
formed in the ports among longshoremen. This union achieved majority status
in many ports, perhaps even among longshoremen in the entire country.
However, it clearly did not have majority status if all transport work was
to be included in establishing this. The fact that the entire transport business
was taken into account evidently reflects the strength of the Transport
Workers’ Union. On the employer side the transport business is divided into
several sectors, road hauling being separate from port handling of goods for
example. Given the stern opposition of the powerful Transport Workers’
Union and the entire LO federation, prospects for this splinter union were
never very bright. The same is true for all unions that try to break into a field
where there is already a union belonging to one of the three federations.

There are some independent unions that enjoy unchallenged majority
status. The prime example is the union organizing supervisors. Now called
“The Leaders” (formerly the Supervisors’ Union of Sweden), this was formed
as a professional association in 1905. In recent decades it has had a somewhat
stormy history in terms of affiliation. It belonged to TCO for long periods
of time but stayed outside at other times, as now (1999). Jurisdictional
disputes are at the root of the friction between the two. The union organizes
most supervisors in public and private employment. Supervisors enjoy the
same basic rights of freedom of association and labour rights as other
employees. Swedish law knows of (virtually) no exceptions for managerial
employees. “The Leaders” is a very strong union and its position is
unchallenged. The same is true of the Swedish Airline Pilots’ Union. There
are no other truly unchallenged and powerful independent unions apart from
these two at the present time.

The syndicalism movement is federated into the Central Organization of
Swedish Workers (SAC), which is a general union although most of its
members are blue-collar workers. It was founded in 1910 as a splinter from
LO. Today’s total membership (1998) does not exceed 10,000 employees, i.e.
less than 0.25 per cent of the employed population. Although it has been
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bigger than this at certain times it has always been small because the
movement has been fought consistently and fiercely by LO, and SAF has never
wanted anything to do with it. Despite its tiny size its influence on industrial
relations in Sweden has not been quite negligible. It has served to challenge
its mighty rival, LO. It sometimes manages to sign collective agreements with
small, non-organized private employers. Problems usually ensue since the
local branch of the LO-affiliated union will follow suit. By applying superior
pressure it will obtain a collective agreement covering the same work, and
a confrontation is inevitable.

How active are union members? In other words, how much active
support can unions count upon from members? A study conducted by the
Central Bureau of Statistics, published in 1996 but based on interviews carried
out in 1992793, provides the following information. Fifteen per cent of
members actively participated in union work at that time. On average 40 per
cent of members had attended a union meeting in the past year, with 53 per
cent for SACO and 40 per cent for LO. A 1999 LO report on “Union Activity
and Union Work” shows an increase in interest among women, particularly
young women under 30, in union work and a concomitant increase in the
number of women holding a union position of some kind (12 per cent in 1998
against 8 per cent in 1993). Corresponding figures for men reveal declining
interest and also a decline in union positions held (16 per cent in 1998 against
19 per cent in 1993). Women held 40 per cent of voluntary union positions
in 1998 against 27 per cent in 1993. Some 60 per cent of members affirm that
they take an active interest in union matters. Women are still under-
represented at the top of unions. Only two women are union presidents within
the LO family of 20 unions. There are seven women presidents among the
18 member unions of TCO and the same number in the 26-member SACO
family.

Inter-federation disputes between member unions are rare.® Agreements
between unions belonging to the same federation are common and several
also exist between unions belonging to different federations. Still, jurisdictional
disputes are not unheard of. Since they have not caused any real concern,
calls for legislation to curb them have gone unheard. In most instances a
settlement is reached without open conflict between employers and
employees. LO has authority to make a binding decision: TCO and SACO
can do so only if authorized by the unions involved. No public agency has
authority to intervene, much less to settle a bargaining issue. There is no
exclusive representation for a majority union.

Disputes between unions and individual members are rare and lawsuits
are extremely rare. The number of reported court cases in the entire country

& Cf. previous note.
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is less than ten since 1945. Sweden has no rules on fair representation of union
members but discriminatory treatment is unlawful.

3. Attitudes

What is a union? What are union attitudes and opinions regarding their
work and their relations with members? One way of characterizing a union
movement is to look at typical attitudes among members and officials to
various aspects of unionism. Swedish unions display some very characteristic
features in these respects (Fahlbeck, 1996).

Box 1.1 What is a union, its function?

(@) A voice for those who have none.

(b) An organization for those who prefer collective representation
to individual representation.

(©) An alter ego of the enterprise, i.e. the company’s alternative
personality.

Box 1.2 What is a union, its common bond?

(@) An organization for people with a common attribute, e.g. skill
or ideology.

(b) An organization to take labour out of competition.

(c) An organization for people with a common background, e.g. an
enterprise.

Box 1.3 What is the relationship between unions and their members?

(@) Unions take care of their members’ best interests.
(b) Unions present their members’ views and wishes.
(©) Unions harmonize members’ views with management views.

Box 1.4 What attitudes do union officers have towards their union
work?

(@) Union work is a vocation, a kind of secular priesthood.

(b) Union work is a job among others, offering a career in “the union
business”.

(c) Union work is an exercise in cooperation with management, even
training for management positions.
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These boxes may be used to compare Japan, Sweden and the United
States. Union members and officials in these countries — and in other countries
as well — respond to all the alternatives in the four boxes. Several exceptions
would have to be made in the case of Sweden. Swedish unions, their members
and officers do not respond at all to alternative (c) in boxes 1.1 and 1.4 and
alternative (b) in box 1.4.

A classification should focus on the features that characterize unions and
their officers. Table 1 attempts to do this with regard to the three countries,
by summarizing responses to the questions in the boxes above.

Table 1. Attitudes of Japanese, Swedish and US unions

Box 1.1 Box 1.2 Box 1.3 Box 1.4
Japan c o c o
Sweden a a a a
USA b b b b

The differences are considerable, revealing important characteristics of
the national union movements. Box 1.3 is of particular interest.

Swedish union officials, particularly in the blue-collar sector, see
themselves as people with a mission. Their mission is to serve the employee
community. Their gospel is the welfare of their members. Their mode of
operation is that of a pastor leading his flock.

Some historical background will help to clarify the situation in Sweden.
The blue-collar union movement was formed late in the nineteenth century.
At that time blue-collar workers had lost contact with the established religion
(i.e. the state-controlled Protestant church). They lived in a spiritual vacuum
or void. The nascent socialist movement and the labour unions offered values
such as solidarity, brotherly love and concern for others, equality and fair
shares for all according to their needs. These principles closely resemble
Christian ethics. Union campaigners and officials proclaimed them at that
time and they still do. Unions were and still are communities of women and
men inspired by these ideals and values: they are striving to better their lot
in life by working together. There is an unbroken line of thinking between
the early unionists and those of today. It is certainly true that the semi-
religious fervour is less pronounced today, as poverty and exploitation no
longer exist in Sweden and everyone, comparatively speaking, is affluent, but
the spirit is still there. Unions are leaders but the purpose of leadership is
to serve the community.

Describing the attitudes and values of the Swedish union movement as
semi-religious reveals and explains certain aspects of the movement.
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Alternative (a) in box 1.1 and box 1.3 means that union officials speak
for their members, in the sense of formulating what is to be said and in
actually saying it. The voice function (box 1.1) is much less important today
than in the infancy of unionism, owing to vastly higher educational standards
and workers’ ability to speak for themselves, as well as the existence of many
channels to express an opinion. But the voice function is still there because
unions are supposed to represent rank-and-file workers and speak for them.

There is much less of a religious undertone in white-collar unionism. But
unionism is still considered a noble activity, the unselfish pursuit of a fuller
and more dignified life for members. Career thinking might be somewhat
more prevalent but only marginally so. The doctrinal role of taking care of
members’ best interests is also less conspicuous today, but it is still very strong
and permeates the actual functioning of unions.

Two examples to illustrate this point are votes on issues at hand, e.g.
strike ballots or collective bargaining agendas, and votes on proposed
agreements. If the role of unions is to present their members’ views, votes
and referenda are the order of the day: at each and every juncture the rank
and file must be asked for its opinion. If, on the other hand, the task of the
union is to formulate, obtain and take care of its members’ best interests the
opposite becomes true. Votes and referenda are not the order of the day. They
might even seem to disrupt the orderly running of things. In Sweden
membership votes are very rare. Most unions never organize votes on current
issues. When a vote is taken it is virtually never mandatory and the results
are practically never binding on union officials. Reflecting this, Swedish labour
law has no provisions on membership votes or referenda within unions. This
situation is in sharp contrast to detailed regulation in the United States where
votes and referenda are common, usually mandatory and almost always
binding.

This all means that alternative (a) in box 1.4 is very strong and elements
of (b) certainly exist as well. Unions do provide a career ladder. Traditionally
the most coveted position for a working class person is to become a senior
official of LO, the federation of blue-collar employees. And it is a fact that
all those who have achieved this rank have come from the anonymous masses
of the rank and file. They have little formal training. They have not graduated
from senior high school and certainly not attended college. They have risen
because of their dedication and skill. Contacts or hard elbows count for little
and so do intra-union infighting and intrigue. Once there, they belong to the
innermost circles of power in Swedish society. However, at least until very
recently, they have been very modestly paid and enjoyed few fringe benefits.
Any tendency on their part to forget the people they represent is quickly and
resolutely quelled. This is true of all senior officials in blue-collar unions as
well (although the Transport Workers’ Union traditionally presents a livelier
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picture). Rare, for example, is the union president of a blue-collar union who
has attended college.

Obviously educational levels have increased considerably among top
union office holders even in blue-collar unions. It is still true, however, that
the vast majority have attended neither high school nor college. On the other
hand they have always benefited from extensive in-union education and have
often attended non-formal educational institutions for long periods of time.
Once they reach the top they are certainly very knowledgeable about all
matters of concern to the union. This means that the idea of union work as
a vehicle for one’s personal career is very remote indeed at the bottom of
the hierarchy and is generally absent even among the higher echelons. The
union is not a business and union work is not a job like others.

The above also applies to a great extent to white-collar unionism and —
to a lesser extent — to professional unionism, for example SACO and its
member unions. Obviously, educational levels are higher among union
officials here since the border between the three different union federations
is drawn along educational lines. Apart from that the picture is rather similar.

One illustration of the effect of this frame of mind is the length of tenure.
The period in office tends to be quite short in Sweden, rarely exceeding ten
years in the same post. This is in sharp contrast to some other countries,
notably in the United States (where the (b) alternative in box 1.4 is very
strong). Consider, for example, Samuel Gompers, who was president of the
AFL for some 40 years until his death at age 74. Nothing similar is even con-
ceivable in Sweden.

Another illustration of the importance of attitude (a) in box 1.4 (in
particular when coupled with attitude (a) in box 1.2) concerns members’ satis-
faction with union leadership. All studies strongly indicate that the rank and
file are satisfied with union leaders and trust them.” There is nothing
surprising in that. If union officials consider themselves to be people with
a mission, charged with a noble and honourable task, and if they behave in
this spirit, it is probable that members will have great confidence in them.
If, on the other hand, alternative (b) is strong, even prevalent, a built-in source
of conflict exists between members and their representatives. The risk of a
gap between members and their representatives is always possible and that
seems to be the main reason why extensive legislation is needed in the United
States to prevent such gaps from occurring. Sweden lives in blissful ignorance
of such rules.

Another way to illustrate the effects of alternatives (a) and (b) in box 1.4
is to study intra-union strife. Obviously the more alternative (a) prevails

" A leading study is Lewin, 1997.
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among union members and officials the less intra-union strife should be
expected. The more alternative (b) prevails the more likely is intra-union strife.
Sweden certainly illustrates this point. Intra-union strife is rare and when it
does occur it is generally quickly eliminated (Fahlbeck, 1996). The situation
in the United States is the opposite.

Yet another way to illustrate the effects of the various alternatives in boxes
1.1 tol.4 is to study the amount of legislation considered necessary to strike
a balance between the interests of members and the interests of union office
holders. Obviously a strong (a) attitude will reinforce the community of
interests between members and their representatives, making statutory rules
redundant. The absence of regulation in Sweden presumably reflects the
strength of the (a) alternative.

The attitudes listed as alternative (c) in boxes 1.1 tol.4 are generally alien
to Swedish unionism. Box 1.4 is perhaps the most important here. It is true
that Swedish unions cooperate with management and that personal relations
between union officials and managers are usually friendly. But this does not
mean that union officials tend to be co-opted by management. Swedish
employers have never seriously pursued a policy of trying to reduce or even
eliminate the influence of union officials by co-opting them. In the second
place, union representatives have never shown a tendency to forget their roots
or their mission. Rare indeed is the union representative who has assumed
a true management position (apart from becoming a supervisor). Those who
do accept a management job receive little sympathy or understanding from
the rank and file, to put it mildly.

4. Agenda

Swedish unions represent their members in all negotiations on
employment issues. The bargaining agenda is the broadest possible. As far
as working life is concerned unions offer a total package “from the cradle
to the grave”. In addition, the union platform has both a public, society-
oriented, and a private, member-oriented side.

Unions maintain a very conspicuous presence in virtually every aspect
of public life, although they are not political bodies per se. Still, LO proudly
states that: “We even formed a political party in order to pursue our demands
in Parliament, the Swedish Social Democratic Party, a party which proved
to be the most successful of all Swedish political parties in the twentieth
century” (Jonsson, 1998).

However, one of the characteristics of Swedish unions is that they do not
pursue a strictly political course of action. It is true that LO and TCO have
a strong ideology but they and their member unions pursue a pragmatic
policy of not alienating themselves from the employer community.
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Federations and their member unions work closely with employer
organizations, and they cannot jeopardize that cooperation in the
political arena.

It is also true that Swedish unions are social creatures. They take part
in public debates and policy discussions on social and economic questions.
They also maintain a high profile in all matters concerning education and
international solidarity. No field of human endeavour totally escapes them,
even matters of a more private nature (see below).

Unions routinely participate in the legislative process, which they often
set in motion. They have an intimate knowledge of social realities which
enables them to pinpoint social problems, and other matters that need
attention. Once the legislative process has begun, unions are involved in
virtually every step. Since the process is meticulous and lengthy this gives
unions considerable influence.

The first step is to set up a government committee to investigate the issue
at hand and submit proposals. Unions are routinely represented on such
committees and union representatives often chair them. Once the committee
has published its findings and recommendations in a White Paper, copies are
routinely sent to the organizations, agencies and other bodies concerned for
comment. Unions participate in this round of consultations. Internal union
efforts during the consultations differ considerably according to the impor-
tance of the question. When crucial issues are at stake internal union
procedures might involve extensive member discussion before an opinion is
given to the government. Once the government takes over the process, the
influence of unions diminishes but public debate continues. Unions have no
further formal influence once a bill is submitted to Parliament, but several
Members of Parliament are or were union officials.

The “private” part of the union agenda concerns members as individuals.
By far the most important activities here are the extensive training and
education programmes conducted by virtually all unions. LO, for example,
has a wide range of educational programmes and runs several schools. Some
11 per cent of LO expenditure in fiscal year 1997 went on education (LO
Annual Report 1997). Most of the programmes run by unions are directed
at training members for union office, but some offer education of a more
general nature. One LO school (Brunnsvik) plays an important role in Swedish
cultural life, and it has trained many well-known writers. Vocational training
proper is not usually part of union educational programmes.

Unions also provide services that have to do with the private lives of their
members. Since unions can offer a huge number of customers to prospective
business partners they are in an excellent position to secure a good price for
their members. In most instances these services are optional but sometimes
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they are mandatory: the courts have accepted that unions have a wide margin
of discretion here. Examples of union action include contracting insurance
policies for their members, such as home and accident insurance. In addition,
unions can arrange private bank loans or provide collateral for a loan (“If
you need a new car, contact your union!”). Recently LO has entered the field
of utilities. The electricity supply is being deregulated in Sweden, largely at
the initiative of LO, which urged that competition should be introduced for
the benefit of consumers. LO has made a deal with a big supplier, on behalf
on 1.4 million households, giving them access to special rates if they so wish.
LO also rents out computers to its members. Unions routinely assist members
in realizing meaningful activities during time off, and also help in arranging
vacations. One of the leading travel and tour operators in Sweden, which also
runs hotels, is a creature of the LO movement (Reso).

Critics sometimes argue that unions meddle in things that are none of
their business. Still, no restrictive legislation exists and courts found in favour
of unions in one highly publicized case involving home insurance.

Swedish unions are very active in the international arena. Working either
directly through international organizations, such as ILO, or indirectly
through international union bodies, such as ETUC or professional associations,
Swedish unions forcefully pursue an overall international agenda, looking
upon themselves not just as participants but often as initiators as well. For
example, LO takes the position that it was a main actor, if not the main actor,
behind the creation of ETUC and TCO feels the same. LO has pushed hard
to have its member unions enter European federations.

First on the international agenda are strenuous and unrelenting efforts
to have basic human rights, including core workers’ rights, accepted
everywhere and to have these included in international instruments, e.g. the
Treaty of Rome as amended by the 1997 Amsterdam Treaty. Swedish unions
adamantly support the inclusion of social clauses in international instruments,
such as the WTO charter. More will be said on this topic in section 7.

Another important aspect of international activities concerns education
and training. Unions spend increasingly large amounts on these in developing
countries. Countries in Eastern Europe also receive sizeable financial
assistance.

5. The information society

In 1982, the labour market parties in the private sector (SAF, LO and PTK)
signed a “Development Agreement”, designed to promote cooperation,
mutual understanding and business efficiency. It vibrates with the dynamism
of change and also with the optimism of change. It stresses the need for
business flexibility and adaptation, both for companies and for employees.
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It underlines the need for continuous learning and skill formation but at the
same time acknowledges the legitimacy of employee expectations of a
rewarding and fulfilling life at work. The agreement proves that the union
movement is prepared to look ahead and take an active part in a fast-changing
work environment.

The years since the “Development Agreement” was signed have shown
that the vision of the agreement was correct. There has been a period of
stunning technological advance: information technology and tele-
communication systems have revolutionized our way of perceiving human
interaction. The era of standardized mass production in huge factories is being
replaced by smaller and leaner facilities where the contribution of each
individual is much more quantifiable and visible. The importance of each
individual worker’s knowledge and skill has grown considerably.
Manufacturing is increasingly computerized, turning many blue-collar
workers into highly specialized technicians. At the same time, the number
of employees in manufacturing has gone down dramatically, and services are
becoming the dominant economic sector. Work processes and employee quali-
fications are much more individualized in services than in traditional
manufacturing.

The structure of the labour force has changed as well, with a core staff
working on a full-time basis. These are considered permanent employees in
the sense that they are not likely to be dismissed. Surrounding them are
people employed on different types of contract. Part-time and fixed-term
employees form one group. Many work for long periods as part-timers or
on successive fixed-term contracts and many turn into core employees, only
to be replaced by others. Another group is composed of workers employed
by independent contractors. Temporary workers are a third group.
Temporary hiring has become much more common and has spread into new
sectors, such as accountancy and research.

In the information society® personal contacts and closeness are based on
what the parties agree at any given time. So is their interdependence, but
typically there is a close professional relationship: this relationship is mutual
and the seller often holds the trump cards. Traditional capital (i.e. money and
equipment) becomes less important as a wealth factor. Knowledge and
creativity are what count. Brain power increasingly replaces machine power
and brain power is primarily individual like knowledge and creativity. The
transition from an industrial society to an information society profoundly
changes the role of capital. Since the relevant capital is knowledge, ownership
moves from the buyers of work to the sellers, from capitalists/employers to

8 For a more extensive discussion see Fahlbeck, 1998a, 1998b, 1998c.
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employees/self-employed. Capital is disseminated to an increasingly wide
section of the population so that everyone becomes a “capitalist”. Possession
and control of capital are increasingly atomized.

Elements of both the agrarian and the industrial society remain in the
information society but their relative importance gradually diminishes. A
multiplicity of activities with radically divergent structures is the hallmark
of the information society. The evolution towards an information society also
means a trend towards decentralization and flexibility as it is primarily
individuals who possess knowledge.

The move towards an information society is a challenge to unionism.
Knowledge and creativity are individual and have little to do with standar-
dization and collectivization. The core idea of unions — to monopolize the
labour supply and remove labour from competition — does not seem
compatible with labour supply patterns in an information society. Due to the
importance of individual knowledge and creativity, sellers of work will
become increasingly independent and self-sufficient. Increased individualism
is likely to follow. Unions will not benefit from this. They will not benefit
from the increase in unemployment either, since unions do not represent
workers who are jobless.

Yet another factor that will not benefit unions is anticipated change in
the market place. Product output will become much more varied and adjusted
to the needs and wishes of customers. This will result in less rigid price
structures and businesses will focus on maximizing income rather than
minimizing cost. This, in turn, will make unions less necessary to the sellers
of labour.

An increasingly individualized demand for goods and services will
enhance the trend towards an individualization of the labour supply. People
will be more discerning and specific when they sell their labour if this is how
they act as buyers of goods and services. Raised buyer expectations go hand-
in-hand with raised seller expectations.

The paragraphs above reiterate some standard explanations for the recent
decline in union density rates in highly developed countries. These can be
summarized in four points. (1) Changes in industrial structure resulting in
fewer big factories. (2) Relative increase in the number of atypical (non-
permanent) workers. (3) Higher education and better living standards result-
ing in individualism and less interest in unions, combined with an increased
emphasis on employee mobility and lower levels of employee identification
with the enterprise. (4) Traditionally low unionization rates in medium and
small companies because of employer resistance, little union interest and
greater difficulty in organizing them.

However, there are at least some countervailing factors. First, the atypical
workforce is more vulnerable than the core workforce. Many people on
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atypical contracts have working conditions that are far less favourable than
those of core workers. It is a fact that the decline in unionization rates and
the increase in the atypical workforce have happened simultaneously. The
standard thesis is that the peripheral workforce is less inclined to join unions.
In most countries unionization rates among atypical workers are lower than
among traditional full-time employees. Unions in many countries show little
interest in organizing atypical workers. Second, all those in agriculture and
industry face harder times. Price competition will intensify and management
will increasingly concentrate on cost cutting. Labour costs will not escape
their attention.

Swedish unions are obviously aware of the potential in agriculture and
traditional industry. There is nothing surprising here and that aspect needs
no further comment. The important question is what they do with the new
situation.

As indicated by the 1982 “Development Agreement”, Swedish unions
want to be partners in the ongoing process and they want to make a contri-
bution. One way is to be instrumental in formulating rules for flexible work
organizations, and unions take part in all approaches to increasing flexibility.
This has been done while preserving the “Nordic model”, i.e. the model that
relies on collective bargaining and collective agreements. As far as possible
the general standards in collective agreements also apply to atypical
employees. Where this is not possible collective agreements often establish
special standards for atypical employees. Statutes provide for bilateral
flexibility since they allow room for derogation by means of collective
agreements.

Atypical workers in Sweden are not unionized to a lesser degree than
core workers. Indeed, the opposite is true in that part-timers are more often
union members than people on fixed-term contracts. One explanation is that
the unionization rate among women is slightly higher than among men, and
women account for the overwhelming majority of part-time employees.
Women also dominate among temporary workers and they — as well as their
male colleagues - benefit from what the leading union has done for them.

How have unions responded to the changing work environment and
avoided a declining unionization rate? There is no one simple answer to that
guestion. A slogan might be “hard work”. To elaborate, one might say that
unions have shown tenacity and stubbornness in defending positions already
won. Much more important, they have displayed considerable enthusiasm
and inventiveness in opening up new vistas, greeting the changing work
environment, adapting to new technology, and accepting that fear is always
connected with change. Evidently their success has been greatly helped by
a positive social context that supports them in a variety of ways. Perhaps
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even more important is that the employer community has not tried to exploit
the new situation to get rid of unions.

One remarkable achievement is the fact that unions have managed to
organize the temporary work business and negotiate collective agreements
covering temporary workers. No business is more difficult to unionize than
temporary work, but it has been done. The leading role was played by the
Clerical Workers Union (Tjanstemannaférbundet HTF), which belongs to TCO.
Starting from nothing only a few years ago it has negotiated a series of
collective agreements covering the core sector of the temporary work business.
As of September 1999 it is negotiating a new contract, having terminated an
existing agreement early in 1999 despite that fact that this was spectacularly
good from an international point of view. The focus of the HTF agreements
is income security for temporary workers. Obviously, the employers —
temporary work agencies — only want to pay their employees — the temps
— for time actually worked and consequently billed by the agency. Just as
obviously the temps want to be paid regardless of whether they work or not
(as long as they are available to work, of course). Up to a point the HTF
agreement provides for precisely that. The now terminated agreement
guaranteed 75 per cent of full salary for the individually agreed working
time of each employee/temp. In other words, the employer and the employee
shared the risk for non-billable time but the employer carried the greater risk.
HTF is now demanding that the employer assume full responsibility for non-
billable time. This would offer full income security for employees/temps
(provided, of course, that they are available to work as ordered and covered
by their individual contract of hire).

How has this seemingly impossible feat been accomplished? No simple
and clear-cut answer can be provided. Industrial action is conspicuous by
its absence, so the answer does not lie there. Hard, imaginative and tenacious
union work account for much, as does the employer response. It should be
noted that temporary work was illegal in Sweden for some 50 years until
deregulation in the early 1990s legalized it. However, legalization did not
come easily and it was accompanied by strong expectations that temporary
work agencies would see that fair standards and socially acceptable practices
were observed; collective regulation of labour conditions is standard practice
in Sweden. Another factor has probably helped the union despite the fact that
it works against the temps and puts them in a weaker position. Established
case law holds that temps are not entitled to unemployment benefit for time
not worked (and not paid) by the employer/agency. The rationale is that
temps are employed regardless of whether they are paid or not: in that sense
they are not unemployed. This legal ruling means that temps are in fact
deprived of pay altogether for the time not covered by the employer guarantee
in the collective agreement. It has been made clear that no change in the
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law can be expected, so that the labour market partners have to find a
solution. In a way society is helping the union in its quest for full compensa-
tion from employers. The need for full compensation becomes more obvious
when unemployment benefits are unavailable. This means that the possibility
of a full payment guarantee in a new collective agreement seems
quite high.

This achievement would probably not have been possible if the union had
not in the process rendered a service to the temporary work agencies.
Incidentally, this is one of the fastest growing business sectors in the entire
national economy. The union contribution is to make temporary work
agencies an accepted feature of economic life. As indicated above temporary
work was strictly prohibited in Sweden for decades. A general feeling of
discomfort or even suspicion in many circles greeted the total lifting of the
ban by a non-socialist government. The union movement campaigned against
lifting the ban completely and advocated a return to the middle ground in
force before total deregulation. A government commission proposed a partial
retreat from deregulation. But the social democratic government, with the
tacit support of the trade union movement, decided not to heed that proposal.
Without the introduction of a collective regime by HTF things would probably
have developed quite differently for the temporary work agencies.

Another union success is the organization of atypical employees. There
is no hesitation in recruiting atypical workers as members and unions
vigorously campaign for them. To give just one example: unions have
campaigned hard for part-timers to have the right to increase their working
time if they so wish. Rules to that effect have become rather common in
collective agreements and a statutory rule was enacted in 1996. A final
example concerns flexible working time and business cycle variations, where
unions have helped shape socially acceptable schemes. The 1982 Working
Time Act does not deal with flexitime as such, but it does not permit
employers to introduce flexitime or business cycle variations unilaterally. The
Act provides for collective agreements to that effect and the social partners
have ensured that virtually all collective agreements include elaborate rules
on flexitime. Rules on business cycle variations in the total number of working
hours are closely related to flexitime arrangements. These can also be agreed
by means of a collective agreement. A breakthrough 1995 blue-collar
agreement introduced rules to that effect in engineering and metalworking.
Proposals for lifetime flexisystems have attracted wide attention, as have
proposals for regular sabbaticals. So far these have not produced any concrete
results which are generally applicable, but at least one company (the insurance
giant Skandia) has introduced a system of recurrent sabbaticals so that its
employees can spend time studying. The unions wholeheartedly endorse
the scheme.
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Union efforts concerning atypical employment have been protective and
offensive at the same time. In both respects they have served atypical
employee groups well and it is not difficult to understand why union density
rates are no lower than among other groups.

6. Structure and finance

The organizational structure of Swedish unions is fairly uniform despite
the fact that their origins differ considerably. LO, the oldest union federation,
has served as a model for the other two federations, TCO and SACO, and
their member unions. However, since many SACO unions have a long history
as professional associations they have often developed characteristics all their
own. The by-laws of the various organizations spell out the exact structure
of each union and its internal working.

Generally speaking union governance is highly centralized. LO in parti-
cular has a very strong position vis-a-vis its member organizations. The by-
laws of LO parallell the corresponding by-laws of the member unions. LO
has proposed model by-laws for its members, which are not binding but
which establish certain standards as a recommendation. To gain membership
in LO a union must meet certain mandatory standards.

The most striking feature is that LO controls industrial action by member
unions to a considerable extent. Other provisions also confer power on LO:
a) disputes between member unions are settled by a binding decision of LO;
b) member unions have to await an opinion from LO before signing industry-
wide collective agreements; ¢) LO must be consulted on all matters of major
importance. Despite the power of LO, the member unions are truly
independent organizations. They pursue diverging policies in many respects
while at the same time striving for unity. Frequent meetings are held between
the presidents of the member unions. Nevertheless, union officials are
responsive to the rank-and-file members of that particular union. For example,
member unions do not necessarily adopt master agreements entered into by
LO. The 1938 Saltsjobaden Agreement on collective bargaining, grievance
handling and prevention of certain kinds of industrial action provides an
illustration. This agreement is considered as a cornerstone of Swedish
industrial relations. The rules laid down have served as a model for the entire
labour market and also for legislation. The norms have achieved the status
of principles of law. However, some private sector unions in construction and
transport, which belong to LO, have never adopted the agreement.

The prime role of LO is to serve as the vanguard of blue-collar unionism,
indeed unionism generally. According to its by-laws LO shall “perform the
central governance of the efforts of the trade union movement to look after
and protect the interests of employees on the labour market and within the
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economy and in this respect as in other respects to promote social
development on the basis of political, social and economic democracy”
(Article 1). The model by-laws adopted by LO for its member unions propose
a similar wording.

Though using slightly less “leftist” language the by-laws of TCO and
SACO state the same aim. However, the power of TCO and SACO vis-a-vis
their member unions is significantly less than that of LO. Neither has any
control over industrial action. Unless specifically authorized, neither has
authority to settle disputes between member unions.

Industry-wide unions have regional and local branches. The local
branches are bargaining agents, usually at enterprise or workplace level.
Regional branches are usually not bargaining agents: they perform a variety
of services for the industry-wide union and the local unions. Support to local
unions is at the heart of their functions. Though employees are members of
the industry-wide organization, union dues are levied at regional level.
Regional and local branches are legally independent entities but since union
by-laws contain detailed rules on their operations there is little room for
manoeuvre. The number of regional unions has declined dramatically among
LO members in recent decades as a result of a determined policy to streamline
the organization and raise the professional level of each regional union. In
1952 there were 8,915 regional unions, and the number had dropped to 651
in 1997. In 1952 total membership was 1.3 million but had risen to 2.1 million
in 1997, so the declining number of regional unions is not related to a decline
in total membership (LO Annual Report 1997).

Local branches form the basis of unions and all but the smallest
workplaces establish local branches. Since three federations and their member
unions operate side by side and since the union of supervisors is also
represented at most workplaces, it is common to find four local branches at
any given place of work. Local branches negotiate with the employer. Given
the recent trend towards a more decentralized collective bargaining structure,
the importance of local collective agreements on wages and other conditions
of work has increased. So, in its wake, has the role of local branches. Thanks
to statutory rules on information and cooperation between employers and
employees, local unions take part in virtually every aspect of workplace
operations. In their dealings with employers concerning long-term planning
and day-to-day operations, they have considerable room for manoeuvre. It
is not the task of regional or industry-wide unions to quell local inventiveness
and creativity in dealing with individual employers.

Local union officials are elected by direct membership vote. Office holders
higher up in the hierarchy are nominated by the elected representatives of
members rather than by direct vote. By and large unions are organizations
of the one-party type in the sense that it is very uncommon for two or more
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factions to fight for control of a union. This is true at all levels of the hierarchy.
When two or more candidates present themselves for office they virtually
never represent diverging union platforms. They are distinguished by their
personal history, character, age and professional background. Tenure is for
specific periods, spelled out in union by-laws. For example, tenure as
president of TCO is four years. Re-election is possible and no maximum
period is specified, but in most unions elected office is held for a relatively
short period.

In addition to their elected or nominated office holders, all union bodies
except the local branches employ staff.® At federation level LO had a staff
of 220 in 1997. SACO employed about 40 people. Employees range from office
workers to highly specialized professionals, such as economic analysts. All
three federations (LO, TCO and SACO) maintain research departments,
particularly for economic matters. These are staffed by university graduates,
many with PhDs, so speakers for LO and TCO play an important role in
socioeconomic debate and analysis in Sweden. The various industry-wide
unions also employ specialists. At regional level the core employees do most
of the grassroots work. They are often appointed on the basis of a membership
referendum, even though they are employees. Most of them have a
background as elected local union officers. Despite the importance of
employed personnel at various levels in the hierarchy, union governance is
firmly in the hands of elected office holders.

Unions have far-reaching authority to represent their members. This
authority is partly statutory, partly contractual, based on union by-laws.
Unions conclude legally binding collective agreements, interpret them and
represent employees in the grievance process and before the Labour Court.
Unions have authority under most labour statutes to conclude collective
agreements with employers derogating from the statute. Such agreements are
binding on members and non-members alike. On the other hand, unions also
have obligations towards their members, notably to support and represent
them. However, the exact union obligations are far from clear. No statutory
rules exist regarding the relationship between unions and their members and
case law is practically non-existent. The same is true in situations where
member interests clash, for example in agreeing to priority lists of employees
in mass layoffs and terminations. Rules on union duty of fair representation
are conspicuously absent.

The financial situation of Swedish unions is very good. They have three
main sources of income: member dues, income from investments and
contributions from employers. Member contributions are the foundation of

° For details see the Annual Reports of the trade union federations and individual unions.
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union finances. Unions are free to decide the amount and, except in cases
of discrimination, the courts have no jurisdiction. No reported case on
discriminatory fee structures exists.

The dues that are levied differ considerably among unions,*® and no
pattern can be detected among the three federations. Union dues are often
higher in absolute terms in LO member unions than in SACO members
despite the fact that average incomes are higher among SACO members. Some
unions charge a fixed percentage. A member of LO, the Swedish Metal
Workers Union, charges 1.9 per cent whereas a leading member of TCO, the
Union of Swedish Salaried Industry Workers (SIF), charges 1 per cent. Many
unions have a ceiling. A survey of 23 major unions within the LO, TCO and
SACO families, conducted by SIF, reported the following findings. In 1998
on a 24,000 kronor monthly income (approximately 2,750 euro) a high of 549
kronor (approximately 62 euro) was reported by the LO Swedish Food
Workers Union (Livsmedelsarbetareférbundet) and a low of 218 kronor
(approximately 25 euro) by the SACO Union for Civil Engineers (CF).
However, unions differ in terms of what they offer in return for dues. They
all offer standard union representation, of course, but in addition many
provide members with other services, such as accident insurance or home
insurance, or both. Some provide discounts for members using union
recreational facilities. Others offer medical insurance as part of the package.
Many also offer collateral-free bank loans. But, again, it is difficult to discern
a pattern.

Unions are free to decide how to use member dues. Nothing prevents
them from using the money for purposes other than strictly union business,
e.g. political contributions. Employees cannot join a union on condition that
their dues are not spent in such a way. There is no equivalent to an American
type “agency shop”.

Historically membership dues represented the main, if not sole, source
of union income.’* The situation is radically different today. In many unions,
dues account for less than 50 per cent of income. Unions have accumulated
wealth through the years, primarily by building strike funds. Today these
funds are considerable, allowing unions to engage in protracted industrial
action if need be. Many unions are in a position to fight not just one war,
but two or more at the same time. Union assets are invested primarily in real

10 No survey of an official or semi-official nature exists. The figures given are based on a
survey of 23 major unions within the LO, TCO and SACO families undertaken by SIF and
published in its membership magazine, SIF-tidningen 1998:17.

11 Figures in the text are based on a survey published by the daily Svenska Dagbladet, 16
May 1998.
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estate, stocks and bonds. The financial management of assets has become an
important part of union management. For example, in fiscal year 1998
financial transactions accounted for some 65 per cent of total income in SIF,
the biggest TCO-member union. Though this figure is probably higher than
for most unions it still represents a common trend. Membership dues do not
cover expenses. For example, in 1998 SIF recorded a 150 million kronor deficit
(approximately 19 million euro). That equals 425 kronor (approximately 45
euro) per member in a union that charges an average of 2,400 kronor
(approximately 265 euro) annual dues. Union wealth is primarily owned and
administered by the industry-wide unions. Local unions do not dispose of
any investment capital nor do the three federations to any significant degree.

Contributions from employers are either direct or indirect, although cash
contributions are unusual. These occur only in a few blue-collar unions,
primarily in the construction industry. Such contributions are really payment
for services rendered by the union in measuring piece work and calculating
pay for that work. Employer payments here are supposed to cover union
costs, no more. Under some construction industry agreements employers
cover union expenditure for supervising employer observance of pay
provisions in the collective agreement. There is serious doubt about whether
the money is actually spent on this purpose. No one asserts that the money
represents featherbedding. Indeed the parties deal with each other at
arms’ length.

The overwhelming majority of employer payments are indirect, taking
the form of time off for union work at full pay. Originally based solely on
collective agreements, such indirect payments are now mandated in several
statutes. The union does not actually receive any money. It is relieved of the
expense of compensating its voluntary officers for union work at workplaces.
It is not known how much the employer community pays for union work
of this kind but it can safely be assumed that the total amount is considerable.
Unions take the position that indirect payment of this kind is no different
from other business costs since work performed by union representatives
benefits the employer.

A hotly debated issue in recent years has been employee-union-controlled
investment funds, financed by employer contributions. Such “wage earners’
funds” were introduced by statute in the 1980s and employer payments were
collected for some years; the funds were dissolved in the mid-1990s, as they
were considered to disrupt the social balance between capital and labour. Not
even the social democrats, who guided them through the legislative process
in Parliament, were happy with them. They had become prisoners of their
own propaganda to have them introduced. On the other hand, the “private”
wealth accumulated by unions has attracted little attention and virtually no
criticism. Unions are seen as one investor among many.
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Doubts about union “fund capitalism” are of a radically different kind,
being mostly concerned with the ethical aspects of union investment. Unions
are supposed to pursue investment policies that do not conflict with socio-
political agenda, e.g. they do not invest in companies using child labour. In
1998 TCO adopted ethical guidelines for investment. LO is actively promoting
a common union front vis-a-vis multinational enterprises to make them
respect human rights, including the core ILO Conventions. Fund capitalism
is one way to exert pressure. So far union “fund power” has not been a factor
of any particular importance in financial markets. The resources of the truly
important actors in financial markets dwarf union wealth, however
impressive.

Evidently, union expenditure is primarily aimed at maintaining the
ability to represent members. Much money is also spent on education,
information and public relations. Federations spend more on information and
lobbying activities. In 1997, for example, LO devoted 38 per cent of total
expenditure to policy and lobbying and 14 per cent to information. In the
same year 11 per cent was spent on education and 9 per cent on supporting
kindred organizations in Sweden or abroad (LO Annual Report, 1997).

7. Regional and global action 2

As mentioned in Section 4, Swedish unions are very active in the inter-
national arena. The three federations cooperate closely in this field, main-
taining a common office in Brussels. There are some differences of opinion
between them, mainly between LO and TCO on the one hand and SACO on
the other hand, but in a wider perspective these are not significant.

Unions display apprehension but no real fear of Europeanization and
globalization of the economy. Pointing at the risk of increasing opposition
in a global arena, Swedish unions call for increased international union
cooperation to meet globalized business. Strong union cooperation is
necessary to tackle runaway capitalism and fast-moving investment.

Swedish unions believe that the present context is rather like the situation
in Sweden at the beginning of the twentieth century. At that time and for
most of the century, attention was focused on the domestic scene. Now the
perspective has widened and the EU has become the domestic scene. Beyond
the EU is the rest of the world.

LO and TCO are among the most ardent proponents of international
cooperation. They pride themselves on being among the chief initiators of
ETUC, in which the Swedish federations are very active. The Brussels office

12 The text in this section is based on unpublished union material and informal interviews
with union officials.
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is the main centre for that work as well as EU activities. The prevailing
attitude among LO, TCO and SACO is dynamism and openness to the
changing work environment and the challenges of internationalization. The
three are united in wanting ETUC to play a pivotal role in shaping the ever-
changing realities.

In comments on the proposed “General trade union policy resolution”
submitted to the 1999 ETUC congress, SACO strongly advocates:

...a policy programme that is proactive, outreaching, and marked by a desire
to meet problems and challenges head-on. The resolution should not in any
way be marked by defensive attitudes; the European trade union movement
should take care of the new possibilities in the Amsterdam treaty and
establish a high profile.

It goes on to state that economic growth is necessary for new jobs and
sustained welfare for all. Significantly, it adds that “economic growth is
nothing “others” create, it is a shared responsibility of governments, social
partners, industry and other economic actors” and concludes that “ETUC
should have a framework programme on this issue”. In an ever-changing
world, so the document tells us, “Swedish trade union experiences have
taught us that trade unions must tackle these changes in a forward-looking
way, trying to anticipate and prepare, and formulate union strategies and
tactics even before the changes hit with full force”. In line with Swedish trade
union traditions it advocates that ETUC should demonstrate that “trade
unions are active in favour of industrial change and development”. The
document also stresses the need for free trade and adds that “free trade must
go hand-in-hand with the promotion and defence of core labour rights”. All
these statements reflect long-standing union opinions in Sweden.

Swedish unions want a European model of industrial relations. They see
this model from the Nordic perspective, i.e. strong unions, heavy reliance
on collective bargaining and collective agreements, strong tripartite
cooperation between employers, unions and the government. They advocate
European collective bargaining and European collective agreements but are
not pressing for these at the present time. They feel that mechanisms for
uniform enforcement and adjudication must first be created. However, LO
pushed hard for European bargaining procedures and considers the social
clause of the Maastricht Treaty a big victory. A revision of ETUC’s by-laws
to handle European-wide negotiations and European collective agreements
has also been carried through with strong LO input. Important elements here
were consultation with national unions and a well-defined mandate for ETUC
prior to negotiations.

On the global front three issues are currently at the fore. First, promotion
of human rights, including core union rights. Second, the struggle against
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social dumping and support for social clauses in international instruments,
such as the WTO charter. Third, safeguarding of union rights to engage in
international, cross-border sympathy action. Unions are making a strenuous
effort to have basic human rights, including core union rights, accepted
everywhere and to have these included in international instruments.

Swedish unions strongly advocate free trade. At the same time they insist
that free trade should be coupled with respect for basic human rights,
including union rights, and also minimum conditions of work. They strongly
advocate the inclusion of the core conventions in the WTO charter or at least
a mention of them. They also advocate close cooperation between ILO and
WTO. The same policies are pursued with regard to other international
institutions, such as IMF and the World Bank. Non-regulated export
processing zones cannot count on support from Swedish unions!

The eight basic ILO Conventions — the eighth on child labour was added
in June 1999 - are seen as vital for a sound and fair economic world order.
Unions do not deny that their motives are not solely idealistic. “Solidarity
and self-interest are two sides of the same coin”, states a 1998 TCO discussion
brochure (“Europe is Part of the World”). Swedish unions worked hard to
achieve the 1998 ILO “Declaration on Fundamental Principles and Rights at
Work”. It certainly did not harm those efforts that one member of the ILO
Governing Body is the LO staff official responsible for international union
work. Also, Swedish unions, at least LO, strongly advocate wider authority
for ILO to monitor observance of its Conventions.

Swedish unions strongly support the adoption of company codes of
conduct and are staunch supporters of the 1976 OECD Code of Conduct of
Multinational Enterprises. The 1997 unilateral decision by Renault to close
its factory in Vilvoorde in Belgium demonstrated both the importance of the
code and the need to strengthen it.

Finally, Swedish unions strongly favour multinational cooperation and
rule making over regional or bilateral arrangements.

8. Collective action and institutional support

A characteristic of Swedish labour regulation and practice is
collectivization. This comes to the fore in all aspects of labour market
functioning. Swedish law and industrial relations practice have no rules like
those in France or Germany, where the employee community is represented
by an elected body separate from the union (Comité d’entreprise or Betriebsrat).
Unions have monopolized employee representation in Sweden, as it were.

The predominant role of collective bargaining is the oldest and most con-
spicuous feature of the collectivist system. Historically, collective bargaining
is the method for rule making on the Swedish labour market. Though statutory
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regulation has become quite common since the 1970s, collective agreements
still retain their position as the prime regulatory instrument. In addition,
statutes defer to collective regulation to a large extent. Anti-trust legislation
does not apply to collective agreements proper.

The subject matter of collective bargaining covers all questions concerning
the relationship between employers and employees (including unions). With
very few exceptions there are no managerial exemptions. Collective
agreements are comprehensive, covering the entire employment relationship
and they are often very detailed, in particular when dealing with issues such
as working time or vacations. Collective agreement regulation is more or less
exclusive in some areas concerning the individual employment relationship,
notably with regard to pay. Sweden has no legislation at all on pay, not even
a minimum wage. Swedish unions (and the business community) adamantly
oppose the introduction of anything like a mandatory income policy or
minimum wage. Tentative proposals by ETUC for some kind of incomes
policy or minimum wage in Europe have met with downright rejection by
Swedish unions.

Collective bargaining is very centralized, adding to the collectivist
structure. Few nations with a market economy and privately owned industry
have equally centralized bargaining. In the 1990s SAF worked hard to
decentralize the bargaining system and it met with some success, particularly
in wage setting. The process will probably continue but it does not seem likely
to bring about a profound change. Unions adamantly oppose a dismantling
of the system with industry-wide bargaining as the nucleus of collective
bargaining. The result of the power struggle is mixed. Industry-wide
bargaining still commands the field but much of the fighting has been dele-
gated to negotiations at local level.

The union federations are not bargaining agents per se but that does not
rule out participation in negotiations or wage bargaining. Industrial relations
are marked by a series of agreements between LO and SAF. Starting in 1906
with a compromise that is the foundation of industrial relations LO has taken
upon itself to negotiate master agreements intended to cover the whole private
blue-collar labour market. These master agreements are not legally binding
on member unions but most members will subsequently adopt them as legally
binding collective agreements in collaboration with their employer
counterpart. The scope of LO involvement depends on the willingness of SAF
to engage in negotiations. On the whole SAF agreed to negotiate with LO
concerning matters of overriding interest. Agreements between SAF and LO
have been common during most of this century on matters such as collective
bargaining procedures and timetables, grievance procedures, prevention of
industrial action, information and consultation, as well as safety and health
at the workplace.
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Another area where LO has been an active partner is in establishing basic
norms for pay and pay increases. During “the golden age” of Swedish
industrial relations in the decades after 1945 such negotiations were quite
common. SAF and LO agreed on certain basic principles for pay and specified
percentage increases, leaving the rest of pay bargaining to industry-wide
unions and local branches.

Early in the 1990s SAF adopted a policy of decentralization and non-
participation in direct negotiations. This brought an end to the periodic wage
negotiations that had held Sweden in suspense for decades. SAF also took
itself out of negotiating master agreements. It still negotiates on highly
technical matters which require uniformity, e.g. private pension schemes, but
otherwise SAF has delegated negotiation to its member organizations and
even some master agreements previously entered into. The late 1990s saw
some renewed interest on the part of SAF in negotiating directly with LO
but so far no substantive result has been produced.

Legally binding collective agreements are concluded at all levels of
bargaining, national, industry-wide and local (company or plant) level. Due
to their by-laws the three national federations are not authorized to enter into
collective agreements that are binding upon their member unions, but many
agreements entered into by them are subsequently ratified by member
organizations. The industry is the traditional focus of bargaining and there
are comprehensive, industry-wide collective agreements for every sector of
the labour market, private and public. Uniform standards apply to workplaces
regardless of size or location. The overwhelming majority of employees are
covered by a collective agreement, including management representatives
from production lines and supervisors to senior executives in both the private
and the public sector. Some agreements cover vast sections of the economy.
For instance one single agreement for blue-collar employees covers the core
of the engineering industry. The agreement dates back to 1905 and it has
been renegotiated from time to time. It is obvious that the structure
of collective agreements also adds to the collectivist nature of Swedish
industrial relations.

The exact number of industry-wide agreements is not known and does
not much matter since every sector of the economy is covered. There is usually
just one leading agreement in every sector and the others are mostly
adaptations of this. Most industry-wide agreements affect a large number of
employees. For example, 20 agreements in the blue-collar municipal sector
cover about 635,000 employees, or an average of 32,000 employees per
agreement. LO reports that some 7,000 industry-wide agreements were in
force in 1997. Excluding the Metal Workers Union with some 6,900
agreements, 269 agreements covered 1.2 million LO members (LO Annual
Report, 1997). Extensive labour legislation in Sweden has not undermined
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unions or the pre-eminence of collective bargaining. In fact, in many respects
it is the opposite.

Another very conspicuous example is in the legislation on employment
protection. Such legislation can differ profoundly in the role assigned to
unions: they are not necessarily given a role at all. This is a political decision.
The interesting point is that Swedish legislation has not deprived unions of
arguments to persuade employees to join them. Indeed the legislation is
structured in such a way that it gives unions tremendous influence over
employers and employees alike.

The 1982 Employment Protection Act (and its 1974 predecessor) is
comprehensive and detailed. It can be implemented without additional
regulation, e.g. collective agreements, work rules or individual employment
contracts. In that sense the statute is self-sufficient. However, it is unsatis-
factory from the employer standpoint for two main reasons: (i) It imposes
significant restrictions on employers, limiting managerial flexibility in running
the workplace and (ii) the rules are based on individual employee needs
rather than employer or collective employee needs. For example, seniority
is an important factor in the statute whereas business efficiency is not. For
these reasons employers want to derogate from the statute in many instances.
Collective employee interests may also point in that direction.

One point concerns redundancy. The statute accepts bona fide business
considerations as just cause for termination of employment contracts. No
substantive union participation is needed here. However, the statute regulates
the sequence in which employees are to be dismissed in redundancy situations
where not all employees have to be laid off. The statute does not permit
managers to decide which employees to dismiss, but provides detailed,
mandatory rules on priority rating. The rules are exclusively based
on seniority, defined as aggregated time of employment. Ability is a
factor only to the extent that those retained must be able perform the work.
Superior ability is not considered above that minimum level nor are other
factors such as qualification, training, motivation or past record generally.
Employer interest in retaining only the best-qualified employees
or in composing a workforce to meet some specific criterion is not
considered either.

These statutory rules call for adaptations to meet specific needs and the
1982 Act authorizes broad derogation, except in cases involving abuse or
discrimination. Employers cannot derogate at their own discretion, nor can
a labour inspector or the like give permission. Further, the statute rules out
agreements between employers and employees. The one and only route is
by means of collective agreements and only unions can be parties to an
agreement on the employee side. Consequently, unions effectively control
derogation from the Act.
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The combined facts that employers strongly want, and often need, to
derogate from the 1982 Act and that unions are in control of such derogation
give unions a very strong position indeed in the administration of the
Act. But it does not stop at that. A further point is that collective agreements
under the Act apply not only to union members but to all employees
within reach of the agreement as well. Unionized employees can influence
the content of collective agreements through the democratic decision-making
structures of the union. Non-unionized employees have no similar channel
of influence. Nor do they have recourse to the courts (or any administrative
agency) other than in exceptional instances of abuse of statutory authority
to derogate.

Obviously the Act is a powerful tool for unions and demonstrates that
protective employment legislation does not necessarily affect union power
negatively. It is perfectly feasible to construct statutes that strengthen unions
vis-a-vis both employers and employees. The 1982 Employment Protection
Act is just one of many statutes which have that effect.

The collectivist tradition, strongly supported by legislation, also permeates
co-determination and procedural labour legislation, the basic law on co-
determination being the 1976 Joint Regulation Act, MBL. The Act invites the
employee side to participate at its discretion in the dynamic process of
managing the company and handling day-to-day work operations. Again,
unions exclusively represent the employee side. However, with just a few
exceptions, only unions that have concluded a collective agreement on
employment conditions with the employer are entitled to participate in
management. No Works Councils or similar bodies exist. If, exceptionally,
there is no collective agreement at the workplace the consequence is that the
employee side has no right to information and co-determination as provided
in the Act. Obviously the 1976 Act works in favour of unions. What is more
it favours majority unions since they are generally the only ones that are
strong enough to obtain a collective agreement.

With regard to administering labour market policies the position of unions
is also strong, though not as strong as in the field of employment proper.
State agencies carry the main responsibility for administering labour market
policies but close cooperation with unions is a prerequisite for success in many
instances. In one way or another unions are represented on the board of state
labour market policy agencies.

One very important scheme is primarily administered by the unions, i.e.
the unemployment benefit insurance scheme. Historically, unemployment
benefits were exclusively for union members and financed by member
contributions. This was replaced by a public insurance system. Today the
system is 95 per cent funded by state grants, financed primarily by employer
contributions. Employee contributions are marginal, if not symbolic, averaging
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100 Swedish kronor per month (approximately 12 euro). Leaving technicalities
aside, unions are in fact the exclusive administrators of the state scheme.

Union membership is not required (and never has been) for employees
to receive benefits under this scheme. The fact that unions administer it has
nevertheless given them tremendous influence. It takes courage on the part
of an employee to stay outside the union but ask for assistance when in need.
Despite this, non-membership is not uncommon, especially in white-collar
employment where 15 to 20 per cent of members in the unemployment benefit
associations do not belong to a union.

A 1997 statute changed the unemployment insurance system to some
extent, slightly reducing union influence. Some of the responsibility for
administration was transferred to a less union- dominated agent. Unions make
no secret of the fact that power is at the heart of union administration of the
state scheme. For example, in a 1998 interview a key LO official (Hans
Larsson) bluntly stated: “Unions administer the unemployment scheme for
egoistic and rational reasons. Union density rates are lower in countries where
the unions are not in charge of unemployment schemes”.*®* The connection
between unions and the unemployment benefit system is often quoted as the
best recruitment argument that unions have. If this is really the case it means
that employees are either ignorant or timid since union membership is not
a requirement for unemployment benefits. The employer community is highly
critical of the system and advocates a complete transfer to the state social
security administration. The non-socialist parties share that opinion but their
terms of office in the late 1970s and early 1990s were not long enough to
undertake the transfer. Such a move would have caused uproar among unions
so perhaps the political cost was considered too high.

9. Collective action and social alliances

Unions maintain close contacts with a variety of organizations. This is
especially true of LO, because the federation either started or initiated many
of the organizations that surround it, including the Swedish Social Democratic
Workers’ Party, SAP. Other examples are the consumer cooperative
movement, Folksam, the home and housing cooperatives, HSB, and the travel
agent and hotel operator, Reso.

Nothing comes even close to the relationship between LO and SAP. These
are the two (main) components of what is commonly referred as the “workers’
movement”. This “movement” is a socio-political concept, a non-

13 Swedish monthly Sunt Férnuft 1998, p. 5.
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organizational phenomenon. However, it has a very strong emotional and
attitudinal substance indeed. It constitutes a frame of mind and a way of
thinking that permeates Swedish society and that continues to play an
enormous role in the social fabric. The ideological platform of these two
organizations is basically the same. They have divided the work between
themselves, SAP dealing with the “political” field and LO being responsible
for the “professional” field. Since there is no clear demarcation between these
fields the two organizations often find themselves on the same turf. But SAP
implements policies through political channels (legislation and local rule
making) while LO is at the bargaining table with employers. Strong economic
ties have traditionally linked the two branches in the sense that contributions
from LO members to SAP were the main source of income for the party. These
ties still exist but they are much weaker than they used to be.

Membership in a union affiliated to LO used to mean automatic
membership in SAP. Until 1987 it was common practice for LO-affiliated local
unions to collectively enrol their members in the party. This is no longer done
but financial contributions from unions to political parties have not stopped,
in particular LO-union contributions to “its” party. This issue becomes more
sensitive every year as many individual LO-union members vote for other
political parties. This means that LO cannot promise to “deliver the union
vote” to any party, not even “its own party”.

Close personal bonds also hold the two organizations together. For
example, the president of LO is usually a member of the select group that
makes up the powerful steering committee of SAP. SAP routinely recruits
people from the professional branch at all levels of the party hierarchy,
including the top level. Since the central government in Sweden has been
headed by SAP for most of the time since the mid-1930s, many top
representatives of LO have become cabinet ministers or have taken up other
senior political positions. Recruitment in the opposite direction is less
common, perhaps because there is no real need for it.

LO is represented on the boards of numerous organizations, bodies and
institutions: a September 1998 list contains no less than 453 agencies. Some
of these are LO bodies proper but the vast majority are not. They range from
organizations close to the heart of the “workers’ movement”, such as the
insurance company Folksam, to bodies of little immediate concern to the core
business of LO, for example the Criminal Detention Board, the Traffic Injuries
Commission or the Central Bureau for Statistics. LO, of course, is also
represented at the tripartite Labour Court.

TCO has no political affiliation or ties, although its leadership has leaned
towards social democracy in the past decades. Significantly a former presi-
dent of TCO is now (1999) a prominent member of the social-democrat
government. The first female president of TCO has just been appointed to
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head a government industrial relations research organization close to the
social-democrat establishment. SACO maintains strict political neutrality.

Has the new situation in economic life produced new alliances? Yes and
no. Since many alliances have existed for long periods of time there has not
been a great need for new ones. As new needs arise the organizations change
their agenda to cover these as well. Nevertheless some noteworthy additions
have been made.

In recent years unions have become increasingly involved in environmen-
tal (‘green’) issues. The thrust of their involvement here is social justice in
international trade. Union campaigns focus on solidarity with growers in
developing countries who are competing with big multinational companies.
A variety of “fair trade” and “fair grown” symbols and products have hit
the market. Another area where union cooperation with other organizations
has increased considerably is in consumer goods other than food, notably
clothing. Unions are at the forefront of campaigns to force multinationals to
increase transparency in their operations in developing countries and also
to impose strict conditions on subcontractors in these countries to respect
human rights, including union rights, and to refrain from exploiting workers.

10. Parting word's

The picture presented here of Swedish unionism might strike the reader
as overly positive. Are unions really so strong? Do they really face the
challenges of a new work environment and an internationalized economy with
so much aplomb?

The picture is indeed a positive one in the sense that it depicts a strong
and bold movement, afraid of no one and willing to meet the challenges that
arise. The movement is capable of innovation and it is open to new
developments; it does not only look back on past achievements but also -
and primarily - faces the challenges of today and tomorrow.

Critics of Swedish unionism tend to say that it has become too strong.
It has woven itself into every corner of the social fabric. It has monopolized
labour output and labour conditions. It has in fact put Swedish society into
a union straitjacket.

Unions say that human rights, the welfare state, equality and everything
else that unions stand for has to be defended, indeed created, every day over
and over again. Nothing can be taken for granted so a continuous struggle
iS necessary.

It is a fact that unions have largely monopolized labour conditions. It is
a fact that union strength is awesome in the labour market. Those who stand
up against it do so at their own risk and pay a high price, often a ruinous
price. It is a fact that SAF often prefers to have the political process rule on
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labour and employment matters rather than have such questions decided at
the negotiating table with unions. Political decision makers, so the reasoning
goes, take issues into consideration in their entirety. They cannot concentrate
solely on what is immediately beneficial for union members, so the outcome
of the political process should be more balanced between workers and
employers.

Sweden was at the top of the OECD wealth league about 20 years ago
but now it has slipped to a position near the bottom of European OECD-
member countries. Critics blame much of that on the suffocating influence
of unions. Unions tend to look the other way but, if pressed, would answer
that the welfare state and equality have high costs in financial terms but that
the overall quality of life must also be taken into account.

It is a fact that unilateral flexibility on the part of employers has
diminished considerably in the past 20 years. Critics here see one reason for
comparatively poor economic performance. Unions do not deny that
unilateral employer discretion has diminished. However, they point at the
fact that employers can obtain virtually any kind of flexible solution when
cooperating with unions. Critics retort that unions control most of the
flexibility arrangements and that this has been achieved by cunning, indeed
spurious, lawmaking more or less dominated by unions. Unions strongly
reject the very idea that they control the lawmaking process, pointing out
— quite rightly - that SAF turns to lawmakers rather than to collective
bargaining in many instances.

Critics say that unionism is smug, even arrogant. Unions behave as if they
owned not just industry but the country at large. Unions respond that they
are built on membership support and approval. They point at the dedication
of their voluntary officers and they insist that their prime goal is to serve.

Critics say that the union movement is self-congratulatory. Unions
respond that they are proud. Some might add “gratefully so”. Some might
even say that they feel humbly proud.

And so the debate goes on. It is not for the present writer to pass
judgement. It is certainly true that unionism in Sweden is strong. It is also
true that employers, existing and prospective (entrepreneurs), are severely
restricted in acting unilaterally. But does that justify the position taken
by critics?

Suffice it to say that the union movement verifies an old saying: Nothing
succeeds like success!
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Reinventing the US labour movement,
Inventing postindustrial prosperity:
A progress report

Stephen Herzenberg

Introduction

Only 9.5 per cent of private sector workers in the United States now
belong to labour unions. In the labour force as a whole, 14 per cent of workers
are members of unions (Hirsch and MacPherson, 1999, pp. 11-12). This paper
considers the response of the US labour movement to conditions that have
brought union density down to the level recorded before the New Deal. The
underlying issue is whether the labour movement could rebound in a way
that would substantially raise union density and restore the movement’s
influence in US politics and society. The paper is premised on the idea that
such a rebound is necessary to reverse the growth of economic inequality
and to generate a higher quality of life for the majority of Americans.!

In addition to the sources and documents cited, the paper draws on
interviews with six top-level staff members at the labour federation to which
most US unions belong (the American Federation of Labour-Congress of
Industrial Organizations or AFL-CIO); it also draws on interviews with top
elected officers or staff members at three of the largest and healthiest US
unions (the American Federation of State, County, and Municipal Employees,
the Communication Workers of America, and the Service Employees
International Union). The paper is also informed by the author’s observations
as director of a state-level public policy think tank connected to both the world
of labour and the world of research. This think tank has been an instructive
point from which to view the way in which the programme of the “New
Voice” administration of the AFL-CIO has been implemented since John
Sweeney became its President in 1995.2

1 For an extended analysis of the basis for these premises, see Herzenberg, Alic and Wial,
1999a. For shorter treatments, see Herzenberg, Alic and Wial, 1998 and Herzenberg, Alic
and Wial, 1999b.

2 The think tank, the Keystone Research Center, was created in 1996 in Pennsylvania at the
initiative of state-level union officials concerned that progressives were losing the battle of
ideas. The Center receives support from the Pennsylvania AFL-CIO as well as from a half-
dozen affiliated labour unions.
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The body of the paper divides into four sections. The first reviews the
decline of the US labour movement and the second examines changes
implemented at the national AFL-CIO under John Sweeney. The third section
analyses restructuring at the three leading US unions and looks at some
common themes in the restructuring efforts of these unions. The final section
identifies a series of overarching challenges and sketches how the labour
movement might reposition itself to regain a more central place in American
society.

1. The US labour movement in crisis

The basic dilemma faced by trade unions is the need to simultaneously
serve the interests of their members and be seen to serve the interests of
society as a whole. From the 1940s to the 1970s, the movement solved this
dilemma by playing several key roles within the US manufacturing-based
economy. The wage increases negotiated in collective bargaining ensured that
purchasing power kept pace with the economy’s capacity to produce,
avoiding the kind of under-consumption problems thought to have caused
the Great Depression. Union work rules and grievance procedures gave
protection against arbitrary treatment from autocratic factory supervisors. In
the political sphere, unions were at the centre of a political coalition that
counterbalanced corporate power; they fought for legislation that benefited
working people generally, including a higher minimum wage and social
insurance.

In 1945 and again in 1955, unions represented 35 per cent of US workers.
From this peak, union density declined gradually at first as the result of a
shift in employment to less unionized industries. After 1973, density began
to fall in virtually every industry, including large-scale manufacturing.
Employers contributed to this trend by investing heavily in avoiding unions.
While many other countries consider that the decision to join a union is for
workers to make without interference from employers, US employers have
extensive rights to persuade workers not to join unions. Charges against
employers for illegally violating workers’ rights to organize have increased
over time. Unfair labour practice charges against employers increased by 750
per cent from 1957 to 1980, while the number of union certification elections
rose by less than 50 per cent (Weiler, 1983). Morris (1998) estimated that by
the late 1990s one out of every 18 workers involved in an organizing campaign
suffered discrimination for union activity.

In 1977 and 1978, a Congressional proposal to stiffen penalties for
employer violations of worker freedom to organize died in the US Senate.
After the election of President Ronald Reagan in 1980, a deep recession and
an overvalued dollar brought a flood of manufactured imports and further
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loss of union jobs. A wave of concession bargaining ensued in which unions
gave up annual wage increases that had tied manufacturing workers’ wages
to the national rate of productivity growth since the late 1940s. In 1981, the
Reagan Administration dismissed and replaced members of the striking union
of air traffic controllers; this was seen as a sign that private employers would
be given further leeway to challenge unions or become “union-free”.

Thus by the 1980s, the post-war solution to the unions’ basic dilemma
had lost its power. Union density had fallen below a quarter of the workforce.
In an economy with rising imports and lagging productivity growth, union
wage increases and work rules were seen as contributing to inflation and
making US products less competitive. As the economy shifted away from
manufacturing, some people saw protection against arbitrary treatment on
the job as less essential. And the post-war social democratic coalition had
splintered, in part because of tensions between union members and the anti-
war campaign and the civil rights movement. In its political activity as well
as in bargaining situations, the labour movement was increasingly seen as
just another special interest.

In response to these circumstances, some leading unions launched internal
strategic planning exercises in the early 1980s. In 1984 the AFL-CIO as a whole
formed a “Committee on the Evolution of Work” chaired by its Secretary
Treasurer Thomas Donahue (AFL-CIO, 1985 ). In the labour federation,
however, the report issued by the Committee did not generate major new
initiatives. Energies refocused on representing current members, not on
organizing new ones. While the number of workers voting in union
representation elections exceeded 500,000 in every year but one from 1965
to 1979, the number fell to 200,000 in 1988 and 140,000 in 1995 (NLRB, 1998).
The number of workers who voted in representation elections won by unions
fell from 300,000 in the 1960s to 200,000 for most of the 1970s to 100,000 from
1985-95. Only those unions which win representation elections can negotiate
or sign contracts with the employers. In many cases, moreover, workers in
workplaces that voted for union representation often did not get a first
contract.

After his 1992 election, President Clinton established a Commission on
the Future of Labour- Management Relations, chaired by John Dunlop, a pro-
labour Republican and former Ford Administration Secretary of Labour. The
prospects that this Commission might broker meaningful changes in US
labour law, however, quickly faded. Employers were in no mood to cut a
deal. Nor were unions interested in trading away prohibitions on employer-
sponsored consultative committees (so-called “company unions™) in exchange
for potentially ineffective increases in penalties for employer violations of
workers’ rights to organize unions. The Republican takeover of the US
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Congress in 1994 dashed any lingering hopes that the Dunlop Commission
would lead to changes in the law.

2. An accidentally radical change at the national AFL-CIO

President Clinton’s successful campaign in support of the North American
Free Trade Agreement (NAFTA) over the objections of the labour movement,
and the Republican takeover of the US Congress in the 1994 national elections
intensified the sense within the labour movement that it was time for a
change. Leaders within affiliates that had continued to grow concluded that
their long-term success depended on the movement as a whole regaining
power. Islands of relative strength, such as the public sector and hospitals,
would ultimately be swamped if the labour presence elsewhere in the
economy continued its disappearing act.

A critical mass of leading affiliates seeking a change decided to run
Sweeney against Kirkland in the October 1995 AFL-CIO presidential election.
Sweeney, a New York labour leader with an Irish heritage, was then president
of the Service Employees International Union (SEIU). SEIU is one of the few
unions that has grown in membership since 1980.

Once it became clear to Kirkland that he would lose his bid for re-election,
he agreed to step down in favour of Donahue. By now, however, it was too
late for Donahue to be a consensus candidate. An energetic campaign then
took place between Donahue and Sweeney-both originally from the same
SEIU building services’ local in New York.®

Sweeney’s victory led to what one top staff person called an “accidentally
radical” transition at the national AFL-CIO. The victory of an outside
challenger led to new heads of virtually every major department within the
reorganized AFL-CIO headquarters. According to an AFL-CIO staff member,
a majority of current members of the AFL-CIO Executive Council have also
come in since Sweeney took the reins. This is a consequence of an increase
in the number of council seats approved after Sweeney took office and also
of turnover among representatives from the Kirkland era.

2.1 Managing change

The AFL-CIO spans all industries. It was formed in 1955 by the merger
of the craft-dominated AFL and the industrial union CIO. It is the only labour
federation of any significance in the United States. Individual national unions
(or “international” unions, to use the term common in the United States)

% For Sweeney’s own perspective on the events leading up to becoming AFL-CIO president,
see Sweeney with Kusnet, 1996, pp. 88-96.
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affiliate with the AFL-CIO at their own discretion. The AFL-CIO is thus
structurally a weak federation that derives its power from that of the affiliated
unions.

To his tenure at the head of the AFL-CIO, Sweeney brought two critical
interrelated traditions from his management of the Service Employees
International Union.* The first was a tradition of hiring committed progressive
staff members and allowing them to formulate innovative organizational
strategies. While hiring staff remains a political balancing act at the national
AFL-CIO, Sweeney’s top two assistants and several other high-level staff
members came over from SEIU. Several others were hired from the
Amalgamated Clothing and Textile Workers’ Union (since merged with the
International Ladies Garment Workers Union), which had developed a
reputation for effective organizing against difficult odds in southern textiles
plants. In attracting staff to Washington, the Federation benefited initially from
a perception that Sweeney’s administration was the place to be — the nerve
centre for an overdue attempt to revitalize the labour movement.

The second tradition brought over from SEIU is the use of strategic
planning and other organizational development tools (such as membership
surveys and focus groups) to develop organizational consensus around
change. One of Sweeney’s assistants asked: “How can any organization that
is democratic build a consensus around change? How can it not find itself
behind the pace of change, when the pace of change is so rapid at certain
points in time?” Strategic planning has now become a basic tool of
organizational management within the AFL-CIO as well as leading affiliates.
Planning not only generates new ideas, but is also a vehicle for generating
support for the strategies that emerge, the outlines of which may be clear
at the outset.

We have tried to...help organizations do strategic planning in a formal way
to develop a clear mission statement, goals, and clearly defined objectives.
The value of that is important in terms of the public strategy and direction
we develop. The more important value is the political consensus that you
build using that process by engaging all the stakeholders in the
organization...

The approach to managing change at AFL-CIO today is grounded in the
experience of Sweeney’s top management team when it came together to lead
the SEIU. In the early 1980s, a network of activists in top staff positions in
Washington-based unions, including Sweeney’s top assistants, was struggling
with the problem of unions and looked “high and low for people in academia

4 For an analysis of SEIU and its ability to respond more effectively than other unions to
the pressures of the 1980s and 1990s, see Piore, 1994.
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who thought about this”. But most academics and consultants were unfamiliar
with unions and unions were also reluctant to open up to outsiders.

With the help of a “pragmatic, low-key” labour educator, Wayne State’s
Hal Stack, who “got along with our leadership well”, SEIU established a
“Committee on the Future”. Over several years, the committee polled SEIU
members and conducted worksite visits. Out of this process, the SEIU
reorganized into five industry divisions: building services (primarily janitorial
workers), health care, public sector, manufacturing, and office work. Within
these divisions, workers had common experiences that could serve as a basis
for debate and decision making about union strategy. Within industry
divisions natural leaders emerged more readily. These leaders were able to
gather people around them and project a “vision” for the union; they were
not representing a clique bound together by personal ties and loyalty.

Within the AFL-CIO, Sweeney has less power than he did as SEIU
president to combine with persuasion and strategic planning in developing
consensus. For example, Sweeney has little influence over the careers of
affiliate officers, only a small amount of patronage in the form of AFL-CIO
staff positions, and he cannot put affiliates in receivership. “You can get
cooperation from affiliates through leadership or by moral suasion or by the
brilliance of your arguments, but there’s not a lot more you can do.” In
addition, since the federation spans all organized industries and occupations,
no common experience is as readily available as that which sustains a common
purpose within the industry divisions of SEIU. According to one source, the
federation has been a place where unions protect their turf, not a place to
define a common vision. To convey the difficulty of generating labour
movement consensus, another staff member compared AFL-CIO to the United
Nations. “A lot of what John Sweeney did in his first two years was sell the
notion of a common destiny and the need to have a unity of focus and unity
of purpose.” This involves a battle against “a general belief that there wasn’t
really anything could be done. The normal formulation was that anything
that could be done wasn’t worth doing. Anything we can accomplish, won’t
change anything”.

To jump start the political and the planning processes, AFL-CIO created
a “Committee 2000,” chaired by Sweeney, and consisting of 20 of the most
powerful Executive Council members. With the support of Committee 2000,
Sweeney and his staff have also reorganized and sought to make more
effective use of other committees of the Executive Council.’ In SEIU,

5 The 1997 Convention expanded the authority of the AFL-CIO president, subject to
Executive Council approval, to create new committees whose members are appointed by
the president. See AFL-CIO, 1997, p. 95.



REINVENTING THE US LABOUR MOVEMENT 111

Sweeney’s management team had often relied on committees as a more
effective forum than the large and diverse Executive Board. Unlike SEIU’s
Executive Board, however, the full Executive Council is less inclined to trust
the decisions of its committees. On major issues such as politics, organizing
or AFL-CIO structure, getting consensus support at the Executive Council
requires a painstaking process of vetting ideas with each member of the
Council and with the staff of individual affiliates who deal with each subject.

One tool used by Committee 2000 to generate support for change has been
a series of “union density exercises”. AFL-CIO staff divided the US economy
into “sectors” overlapping the jurisdictions of major unions (e.g. health care,
hospitality, construction, durable manufacturing, education, etc.). By sector,
AFL-CIO staff calculated total employment, union density, and the number
of union and non-union workers at various points in time. They also
documented the number of workers organized each year. Projections into the
future showed that employment expansion would continue to be concentrated
in sectors and geographical areas where union density is low. The union
density exercises made an irrefutable case that business as usual would mean
continued union density decline, in most sectors to below levels that enable
unions to influence industry-wide standards, in some cases close to zero. The
analysis also showed that huge numbers of non-union workers exist in every
major sector of the US economy. There is no truth to the claim that
manufacturing unions must organize public and service sector workers
because there’s no one left in their core jurisdiction to organize. Forced to
confront reality at a gathering of their peers, many union leaders felt
embarrassed. Generating such discomfort was one tactic for getting beyond
business as usual.

2.2 Building power

A central message of the Sweeney administration is that, while the AFL-
ClO headquarters in Washington had focused on “wielding power,” the
challenge now is to “build power”. A major concern is to do this quickly,
leveraging labour’s current resources and economic and political power before
they dwindle further.

As part of the effort to build power, the AFL-CIO has reorganized its
internal departments and sought to coordinate different departments more
effectively. All AFL-CIO field staff around the country are now part of the
Field Mobilization Department (formerly Field Services). In the past, separate
field operations dealt with Field Services and with election activity, the latter
within the AFL-CIO’s Committee on Political Education (COPE).

The AFL-CIO created a Corporate Affairs Department within national
headquarters. The work of the Department is premised on the idea that
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bargaining alone is not enough, given current levels of union density and the
imbalance of power between labour and management. Unions have to try
to change corporate behaviour by exercising influence wherever they can -
via sourcing arrangements that link union and non-union companies, in
financial markets, through the use of union pension monies, in the regulatory
sphere, in politics. Through such interventions, the Department seeks to make
it harder for corporations to pursue low-wage (or “low road”) strategies and
make it easier for them to pursue higher- wage (or “high road”) strategies
that develop and utilize workers’ capacities.

The activities of the Corporate Affairs Department include strategic
analysis of corporations and industries. The analysis may be used in devising
organizing plans or to find leverage points with particular corporations in
the context of bargaining or organizing. The Corporate Affairs Department
also oversees the activities of two independent, non-profit organizations
supported by outside foundations and government funds in addition to dues
dollars.

One of these organizations, the Working for America Institute (WFAI),
coordinates labour’s participation in efforts to strengthen the US skill
development infrastructure and to promote work reorganization and
industrial modernization consistent with a high road economic development
path. The predecessor of WFAI, a Human Resources Development Institute
founded in the late 1960s, operated fairly independently of the core activities
of the Federation. Reinventing HRDI as the WFAI illustrates the attempt to
address skill building and work organization as part of an overall AFL-CIO
strategy to change the way American firms do business. At present, WFAI
provides technical support to a growing number of efforts across the United
States to build multi-employer labour/management training partnerships.®
The WFAI also fosters the creation of a “high road network” that brings
together labour leaders and researchers engaged at the grassroots with efforts
to transform the development path of regional industries. Support for training
partnerships is premised on the idea that individual firms, acting alone,
under-invest in general skills because they cannot capture all the benefits of
their investment. In addition, increased career mobility across firms creates
a need for more inter-firm labour market coordination and transparency.
Labour/management training partnerships can help solve coordination and
under-investment problems. By providing employers with critical skills and
relieving them of some responsibility for employment security, partnerships
could also lessen employer antagonism to unions. The high road network

& For examples of such partnerships, see Herzenberg, Alic and Wial 1998a, Chapter 7; and
Parker and Rogers, 1996.
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could help meet the long-term need for a critical mass of leaders who see
the “high road” as a real institutional alternative, not just a catch phrase.

The second non-profit organization linked with the Corporate Affairs
Department is the Centre for Working Capital (CWC), which intervenes in
financial markets to change corporate behaviour. The pension funds,
employee stock ownership plans and savings plans of unionized workers
amount to over $7 trillion, about a quarter of the net worth of publicly traded
US corporations. The Centre for Working Capital seeks to ensure that this
money works to raise living standards, not lower them. The Centre conducts
training for pension fund trustees and uses pension funds to support
shareholder activism to influence corporate management. Another strategy
that is under consideration, drawing on experience in Quebec, is the
establishment of regional “solidarity funds” that would invest workers’
financial resources directly in high road strategies.

2.3 Reviving the federation at local level: Union Cities

Another major initiative of the New Voice Administration has been to
energize central labour councils (CLCs). There are approximately 600 CLCs,
which are the most local body of the AFL-CIO.” CLCs are funded through
a per-member tax from unions in their geographic jurisdiction. The decision
of area unions to affiliate with the local CLC is separate from the decision
of the state level and national structures to affiliate with state federations of
labour and the national AFL-CIO. (Thus, for example, the major trucking
union, International Brotherhood of Teamsters, is an affiliate of the national
AFL-CIO but not of the Pennsylvania AFL-CIO. The Teamsters are affiliates
of some Pennsylvania CLCs but not others.) On average, AFL-CIO affiliates
pay-per-member fees to CLCs on about 55 per cent of their membership. CLCs
are constitutionally mandated to provide support for each union in organizing
and bargaining, as well as to work collectively on politics.

Dating back to the 1890s American Federation of Labour, CLCs have had
only a single vote within the AFL or AFL-CIO structure, while national unions
have the same number of votes as they have (paying) members. In addition,
CLCs were often moribund in the decades after 1945. Power in that
prosperous era lay with the industrial unions and bargaining with major
manufacturing firms was centralized at national level.

By the early 1990s, however, central labour councils in such places as
Atlanta, Cincinnati, Ithaca, Milwaukee, San Jose and Seattle, had begun to

" The AFL-CIO web page reports that 614 Central Labour Councils existed as of 1996. The
number is slightly smaller now because of mergers of some councils.
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reinvent themselves in response to labour’s decline. CLCs in these cities
sought to rebuild the power of the local labour movement rather than just
serve affiliated local unions and endorse political candidates. Activist CLCs
built alliances between community and labour groups to protect both union
and non-union workers. They sought funding from foundations (e.g. to create
labour market intermediary organizations that provide training, career
counselling, and job matching to workers), used ties with community and
religious groups to pressure employers not to violate workers’ organizing
rights, and conditioned support for local political candidates on concrete
commitments that facilitate organizing.® In 1994, before Sweeney’s election,
a group of activist councils met in Las Vegas. The experience of these councils
suggested that CLCs might be a possible breeding ground for a new
generation of activists (Ness, 1998). While CLCs had often been dominated
by “old boy networks”, CLCs’ low profile might make it easier for a new,
more demographically diverse generation to rise to leadership than it would
be within individual affiliates. CLCs might also provide an arena for “acting
locally” that would give the labour movement a more direct connection to
the daily lives and concerns of its members and the community.

Economic research also suggests that metropolitan areas and regional
economies are critical venues for the overall effort to “block the low road”
and “ pave the high road”. According to this research, much of it rooted in
analyses of manufacturing, egalitarian growth depends on creating a web of
local and regional institutions. In non-mobile service industries, too,
metropolitan and regional institutions — area-wide unions, training
institutions, portable credentials and career ladders — appear essential to
promoting good jobs and high quality and service (Herzenberg, Alic and Wial,
1998, especially Chapter 7). As of the mid-1990s, however, no regional political
actor had emerged to develop a blueprint for the high road in local economies
and start implementing the blueprint. Labour, and other elements of the more
progressive half of the US political spectrum, had remained in a defensive
posture. According to Bruce Colburn, President of the Milwaukee CLC, “We
knew what we were opposed to in this economy, but we didn’t always know
what we were for” (Eimer, 1999, p. 73). University of Wisconsin Professor
Joel Rogers argued that CLCs were natural vehicles for promoting the political
alliances and institutional interventions in the economy necessary to reverse
the growth of inequality (Rogers, 1994).

8 For an analysis of some of the activities of “transformative” CLCs and how they differ
from “conventional” CLCs, see Gapasin and Wial 1997. Before becoming a labour educator,
Gapasin was secretary treasurer of the South Bay Labour Council in San Jose, the heart of
California’s Silicon Valley.
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In January 1996, the Sweeney administration created a labour council
advisory committee “with the goal of persuading an ambivalent labour
movement of the potential for expanding union power through the councils”
(Ness, 1998, p. 82). In June 1996, the first national meeting of CLCs in Denver
provided an opportunity for an open-ended discussion — with “not too many
talking heads”- of “what CLCs should be doing”, informed by a presentation
on what some of the most dynamic CLCs were already doing.® In the wake
of the meeting, the AFL-CIO announced the “Union Cities” programme.

To become a Union City, CLCs must engage in strategic planning. AFL-
CI10O field mobilization staff help facilitate these planning sessions, often with
the help of area labour educators. Central labour councils must then pledge
to pursue eight strategies for rebuilding the labour movement: recruit half
the local unions in their community into the Changing to Organize
programme and develop local organizing plans; recruit at least one per cent
of union members for “street heat” mobilization in support of organizing and
first contract campaigns; organize grassroots lobbying and political action
committees; organize the community in support of high road economic
development; sponsor “common sense economics” programmes to educate
a majority of area unions about why working families have experienced
economic decline; generate support from local authorities and political
candidates for the “right to organize”; work to make CLCs mirror the
diversity of area union members; and reach an annual membership growth
rate of 3 per cent by the year 2000.

As of early 1999, 150 central labour councils in areas with 8 million union
members had become Union Cities. Efforts to create a “network” of effective
CLCs and CLC activists included a newsletter on Union Cities and four
regional CLC meetings in May and June 1999.

Union Cities generated frustration among some local activists. They saw
the new national leadership as outlining grand plans for labour movement
revival without providing resources or technical assistance for implementation
(Ness, 1998 and author’s observations in Pennsylvania). Efforts to expand the
reach of central labour councils sometimes overstretched local leaders and
unions who already bore the burden of activity not directly linked to
individual unions’ self-interest. Many CLCs that have gained Union City
designation have done so in name only, because of the political influence of
area leaders, not because they have really begun to implement the eight
strategies.

Even so, pressure and encouragement from the national level have
expanded openings for local union leaders and activists who want to use

°® Fernando Gapasin facilitated a discussion based on Gapasin and Wial, 1977.
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CLCs to transcend divisions between unions, raise the level of mobilization,
and begin building CLCs into new centres of economic and political power
within regional economies. The demand from CLCs for resources and support
itself reflects their expanding ambitions. According to the Director of the AFL-
CIO Field Mobilization Department:

We're finding a need for what we’re calling a second generation. The first
generation was to get the overall strategy to build the labour movement in
a community, and we had to go through each part of this to try to generate
some ownership of the process locally. Once you get there, and the local
labour movement passes the Union Cities resolution and puts a plan together,
as they start moving it, a whole new set of questions comes up. We need
to be able to provide support to tackle these pieces...It’s not like there are
any easy answers.

2.4 A new alliance between CLCs, state federations of labour and
the national AFL-CIO

Following up on Union Cities, the AFL-CIO Committee 2000 has been
studying how it can generate more support for CLCs, including from state
federations of labour. State federations have been more active than CLCs since
the Second World War, partly because US states have major responsibilities
for funding and regulation in important policy areas (e.g. taxation, education,
childcare, welfare, unemployment insurance, employment and training,
economic development subsidies, regional “land-use” planning,
transportation, and infrastructure spending). Nonetheless, outside the
building and construction trades, regional and state policy and institutions
were considered as of secondary importance from the 1940s to the 1990s. Most
state federations continued to focus on “wielding” power, while declining
union density reduced their influence. In addition, coordination between the
three levels of AFL-CIO has been limited. As well as individual unions
affiliating separately with the local, state, and national federation, no formal
line of authority exists from the national to state federations or from the state
federation to CLCs.

At its October 1999 convention, the national AFL-CIO ratified a resolution
outlining a “New Alliance” between CLCs, state federations, and the national
AFL-CIO. A central component of the New Alliance will be a process of
strategic planning and the development of two-year budget cycles aligned
with the two-year legislative cycle in US states. Additional training and
education will be made available to state and CLC staff. National unions will
be asked to guarantee per capita funding to “qualifying” state and local bodies
whose strategic plans have been approved by the national AFL-CIO
(Lazarovici, 1999).
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2.5 Changing to organize

Historically, individual unions have jealously guarded their control over
organizing, ceding no significant role in this area to the national AFL-CIO.
The New Voice Administration came to power on a platform that stressed
the need to “Change to Organize”. It immediately established a new AFL-
ClO Organizing Department by bringing in house the quasi-independent
Organizing Institute (Ol) established in 1989. The new administration also
committed itself to devoting 30 per cent of its resources to organizing by the
year 2000 and urged its affiliates to do the same (AFL-CIO, 1997, p. 2).

The federation’s role in organizing is still evolving. The least controversial
aspects of its role are its efforts at recruiting and training organizers. While
the Organizing Institute emphasized recruiting and training college students,
the Organizing Department trains more rank-and-file members of affiliates.
A particular emphasis now is training lead organizers. The federation
subsidizes individual campaigns using an organizing fund. Through the
services of its Corporate Affairs Department, the AFL-CIO conducts strategic
analysis of industries to identify potential organizing targets and individual
employers from which affiliates are seeking recognition.

The AFL-CIO has also initiated a campaign to persuade the public to see
workers’ freedom to choose a union as a basic democratic and civil right.
The campaign initially phrased the challenge as the “right to organize”. Focus
groups indicated that “freedom to choose a voice at work” would have a
wider public appeal.

In 1998, more workers voted in union certification elections and unions
organized more new members than at any point since the 1970s. Nonetheless,
new organizing has not yet been rapid enough to overcome the loss of union
members as a consequence of the rapid pace of economic restructuring.

2.6 Industry committees

A large number of US unions divide the low level of union density that
exists in many industries (although in many cases one union has substantially
more members than others). In health care, for example, the Service
Employees International Union (SEIU) is the dominant union but large
numbers of other unions have some members. The “conglomerate” tendency
of US unions has increased because unions with declining memberships in
their primary industry have often organized new members wherever and
whenever they could (Piore, 1994, pp. 520-522).

Sweeney’s successor as SEIU President, Andrew Stern, has argued that
unions need to merge and form new alliances to keep up with dynamic shifts
in corporate organization and industry boundaries (Stern, 1998). A
complicating factor is that high levels of density within local and regional
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markets are important in many non-mobile service industries. The same union
need not necessarily represent workers in different regional markets, although
there may be economies of scale if it does.

In one major industry, health care, AFL-CIO has formed a committee of
its Executive Council. The federation provides neutral ground to address
sectoral issues of mutual interest, such as public policy, the strategies and
vulnerabilities of industry players that may negotiate with unions in different
markets, or joint organizing. Just as industry divisions proved effective within
SEIU, industry committees could become a vehicle for cooperation across
unions, possibly laying the foundations for mergers or membership exchanges
that will bring the organization of the labour movement into better conformity
with the economy. Even so, the political challenges of such restructuring
should not be underestimated. At the October 1999 AFL-CIO convention, after
the presentation of union density trends by sector, delegates ratified a
resolution which stated that no union has exclusive jurisdiction over any
sector.

3. Restructuring at individual US unions

This section outlines some common themes in the responses made by
leading AFL-CIO affiliates to the pressure of the 1990s. It relies heavily on
the experience of three leading unions: the Communications Workers of
America (CWA), the SEIU, and the American Federation of State, County,
and Municipal Employees (AFSCME). Top elected leaders or staff members
of these unions were interviewed in April or May 1999. The unions are all
based in service industries and are considered atypically effective. Their
experience tells us something about approaches that are likely to become more
widespread in the future if the US labour movement is to rebound.

The CWA represents over 600,000 workers, mostly in the
telecommunications industry. The SEIU represents over 1.3 million workers,
primarily in the health care, janitorial and public sectors. AFSCME represents
about 2 million public sector workers.

3.1 Permeability to pragmatic, progressive activists

While the division between the unions and the ideological left that
emerged after the Second World War is well known, this division does not
appear important at national level within the CWA, AFSCME or SEIU.
Whether as union leaders or staff members, left activists have been central
partners in strategy development in these three unions. The non-bureaucratic
“mission” and critical world view of these individuals may have helped bring
basic questions — “what is to be done?”’- quickly to the surface in the 1980s
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and 1990s. In the wake of the labour movement’s sense of crisis and the loss
of Soviet control of Eastern Europe, there are indications within some more
conservative unions, including the building trades, of a new permeability to
progressive activists.

3.2 A sense of crisis

At national level, all three of these unions share a sense that “business
as usual” is not enough and that the labour movement may be in danger of
extinction. For SEIU, this sense goes back to the early years of the Reagan
era; it intensified during the 1980s when the janitorial industry was
substantially deunionized in strong union cities such as Los Angeles and
Pittsburgh. For CWA, the break-up of the telephone monopoly, AT&T, in
1984, ushered in a new era that threatened its survival. For AFSCME, which
continued to grow rapidly in the 1980s, the 1994 election created a sense of
urgency. After that election, in which the Republican Party won a
Congressional majority, AFSCME:

...made a major decision to reevaluate its organizational strategy. We were
provoked to do that by the [Republican speaker of the US House of
Representatives Newt] Gingrich victory in 1994...We are in this precarious
moment in the history of the United States when it can go either way. Easily
it can go downhill. What happened in 1994 could be the beginning of a 40-
year rule by a Gingrich and his acolytes. Thank God we are awake and
recognizing this.

The leadership role that AFSCME president Gerald McEntee played in
the transition from Kirkland to Sweeney was one direct consequence of
AFSCME’s view that the labour movement is in danger of extinction.

For CWA and SEIU, despite a range of activities launched to turn the
tide, recent union density trends reinforce the sense of crisis. For example,
while CWA has done what Batt, Katz and Keefe (1999) call “a masterful job
broadening its vision and strategies”, it has still suffered membership decline.
At AT&T alone, membership fell from 117,000 to about 40,000 in 1996,
according to the CWA research department. In its traditional core industry,
telephone services, the union has maintained significant representation among
residential service providers but has been unable to organize anti-union
employers in the cable, cellular, internet service provider, and long distance
sectors. Union density among technical workers in the telecommunications
industry has fallen from 68 per cent in 1983 to 52 per cent in 1996; among
clerical and sales workers, it has fallen from 63 per cent to 35 per cent (Batt,
Katz and Keefe, 1999). For SEIU, union density in the janitorial and health
care industries remains at 10-12 per cent nationally. Only in a few
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geographical markets does the union possess sufficient density to set area-
wide wage and benefit standards.

3.3 Strategic planning and plan implementation

All these unions engage in formal processes of internal strategic planning.
In SEIU, planning and internal reorganization began in the 1980s when
“Sweeney took this very decentralized AFL-style organization and led a
change process to bring more coordination and centralization”. The
reorganization into industry divisions in the 1980s was one result. Most
recently, over a four-year period beginning in 1992, the SEIU Committee on
the Future produced a series of five reports (on the state of the world, the
state of the economy, leaders’ views of the union, members’ views of the
union, and recommendations for the future) designed to outline the next set
of strategic directions for the union. The recommendations highlighted the
need to build “industry power” by raising the union’s density in particular
labour markets within SEIU’s major industries. Organizing priorities over the
next several years will be geared to raising industry power.

Within AFSCME, the planning launched after the 1994 elections has
identified two new organizing strategies to complement the union’s main
strategy for the past four decades (which was to work relentlessly to pass
state laws establishing workers’ right to organize and bargain collectively and
then to organize as many workers as possible immediately thereafter). The
new strategies are to systematically organize public sector workers who have
remained outside the union although they are protected by existing state
bargaining laws; and to organize private sector providers that compete with
public sector workers.

Within SEIU, the most recent strategic plan, completed after Andrew
Stern succeeded Sweeney, has led to a major internal reorganization.
According to Stern:

We went through the whole headquarters and asked ourselves the question
how would we change from...a smorgasbord union, in which locals got to
choose which foods they ate, to a union structure that maximizes our ability
to implement the Committee of the Future report. Rather than asking
whether people were doing good work, which everybody was, we asked
ourselves which functions matched the mission of the union and therefore
should be maintained or expanded?

Seven SEIU departments were eliminated. The health and safety
department has declined from 22 staff members to two. One hundred and
forty out of 350 national union staff members now have different assignments.

Based on observations of restructuring within US unions generally, one
AFL-CIO staff member observed a generational process at play. The four or
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five union leaders associated with the most rapid and dramatic internal
restructuring tend to be younger; they were rising through the ranks in the
difficult climate of the late 1970s and 1980s. Older leaders whose careers began
during the years of post-war prosperity have had more difficulty coming to
terms with the change in the economic and political climate. They may also
have stronger ties to local leaders and staff members who perceive
reorganization as threatening.

3.4 Keeping up with corporate structure — Union centralization
and local autonomy

In the major industries where they represent workers, both CWA and
SEIU confront dramatic changes in industry structure and business
organization. For CWA, the definition of the industry which employs most
of its members is in flux, with telecommunications (including wireless
telephony) now converging with publishing, computing and entertainment
into “information services” (CWA, no date, p. 2). Within the amorphous
information services sector, firms are constantly merging and forming
alliances in an effort to position themselves for the future. In health care, self-
contained and independently managed hospitals are giving way to regional
health care networks which link physicians’ offices, hospitals, outpatient
clinics and ancillary services. In janitorial services, building owners now
routinely contract out to specialized cleaning services, which may be small
local firms, national companies or international corporations.

As a result of corporate restructuring, unions often find that “ the union
structures don’t match up with the employer’s structures”. In some cases,
their traditional bargaining partner now has little authority. In one illustration,
the president of the American Broadcasting Company (ABC) (one of the US
television networks) recently excused himself from bargaining with CWA
President Morton Bahr so that he could telephone Michael Eisner, CEO of
the Disney Corporation. Since Disney now owns ABC, the ABC president
no longer has the power to conclude a final agreement. According to SEIU
president Stern:

The person that is bargaining nursing home contracts in Pennsylvania is
dealing with the same companies that are in California. The head of George
Washington Hospital (in Washington, D.C.) now reports to a guy in King
of Prussia, Pennsylvania, because he’s part of a hospital chain. All of a
sudden, hospitals are a thing of the past, now you deal with health care
systems. You no longer deal exclusively with non-profit you deal with
for-profits. So people have had to figure out how to maintain and control
their density with an understanding of what is happening in
the industry.
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In today’s economic climate, neither the centralized industrial union
tradition nor the decentralized craft union tradition fits with industry and
corporate structure. Both these traditions meshed with forms of business
organization based on independent firms — industrial unions fit with vertically
integrated giants, craft unions with small local firms. Now corporations are
trying to network forms of organization that stand between the hierarchical,
vertically integrated firm and independent businesses that operate at arms
length (Herzenberg, Alic and Wial, 1998, particularly Chapter 6). Through
networks firms hope to achieve the coordination possible through vertical
integration with the entrepreneurial flexibility of independent business units.
Unions need structures capable of tracking and responding to changing
business networks.

3.5 Strategic coordination of union activity in different spheres

Another common theme in more successful unions is the strategic
coordination of politics, bargaining and organizing. The need for such
coordination and the potential benefits have grown as a result of corporate
restructuring: more complex interconnections among corporations create the
potential for unions to exercise leverage at a widening array of levels and
venues. In the past, industrial unions tended to exercise strategic coordination
only to win strikes. To rebuild power, according to Stern, they need to use
their connections, financial resources and political leverage in organizing and
increasing density. At CWA, strategic coordination has deep roots that go
all the way back to the last large-scale organizing of the AT&T telephone
monopoly, Bell, in the 1950s (Nissen and Rosen, 1999). A 1960s CWA internal
educational programme labelled bargaining and representation, organizing,
and community/political action the union’s “triple threat”. In the next two
decades, CWA participation in national and state regulatory arenas helped
sustain awareness of the connection between political action and union
leverage in bargaining. CWA now refers to the “triple threat” as the “CWA
triangle” and emphasizes that “if you break down one side, the other two
will collapse”.

Consistent with the philosophy of the triangle, the CWA has been perhaps
the most active union practitioner of “bargaining to organize” — negotiating
contractual clauses that prevent employers from fully exercising their
extensive right under US labour law to campaign against unionization.
The most common contractual clauses require employers to remain neutral
in union certification elections, to expedite such elections, or to grant union
recognition when more than 50 to 60 per cent of bargaining unit members
sign union cards.
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3.6 Stronger ties to the community

US labour unions and community-based organizations (e.g. religious
organizations, minority groups, and organizations that help members of low-
income communities to find housing and jobs, or access social services) are
often suspicious of one another. Labour sees community groups as adding
little to the unions’ own efforts and seeking resources without offering credit.
Unions are perceived as wanting to control joint efforts and expecting
community groups to rally round labour in disputes with employers. More
fundamentally, unions are seen as being narrowly self-interested. Some urban
minority organizations are suspicious because craft unions are perceived to
have kept minorities out of high-paying construction jobs in the past.

Both CWA and SEIU have invested in efforts to strengthen labour and
community ties. The CWA helped found “Jobs with Justice”, a national
network of metropolitan chapters that bring the labour, religious, minority,
and academic communities into coalition to protect workers’ rights to
organize. CWA and SEIU have also formed coalitions with consumer
organizations in fights in the state regulatory or legislative arena. For example,
in a ten-year campaign in California, a coalition with consumers was critical
to the passage of state legislation that facilitates the formation of county-wide
unions of home health workers who are employed by many different small
provider organizations but whose services are paid for by the state. (The
legislation accomplishes this by allowing counties to establish a county-wide
authority that will bargain with a union of home health workers on behalf
of all employers if a majority of workers vote for representation.) In Los
Angeles County, the California law led to the organization of 75,000 home
care workers. Unions have also supported community-based organizations
in efforts to establish “living-wage” ordinances that require contractors to
local government and corporate recipients of public subsidies to pay a living
wage well above the minimum wage.

3.7 Strengthening of collective identities based on occupation

Both SEIU and CWA have strengthened their internal structures for
promoting union-wide links among workers within particular occupations.
In CWA, a high proportion of the membership falls into two major
occupational groups, clerical workers (operators, customer service and,
increasingly, sales workers) and “outside” crafts. A third group, computer
programmers and software specialists, “inside crafts”, has grown recently,
although many members of this group have been classified as outside the
bargaining unit. CWA has strengthened its occupational network of customer
service and sales workers by organizing annual conferences which bring
together 200-300 members of these groups from different companies (Batt,
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Katz and Keefe, 1999). These gatherings focus on developing coordinated
bargaining agendas and contract language as well as discussing workplace
issues and mobilization strategies. This internal organizing has helped build
a network of local leaders in customer service and sales that cuts across local
unions and individual employers. Through this network, the union has sought
to develop the professional identity of customer service workers, building
on the historic commitment of telephone workers to public service
during the regulated period. Internal networking within occupations
has helped generate organizational consensus on the need to invest
heavily in organizing low-wage non-union competitors that employ
workers in similar job categories. Members readily see that huge wage and
benefit differences between union and non-union competitors may
be unsustainable.

At SEIU, networks of activists and leaders within occupational groups
are fostered by meetings within the five divisions. In the health care division,
industry meetings are supplemented by national and regional meetings of
nurse councils. In conjunction with the “Dignity Campaign,” a national
nursing home organizing effort, the SEIU regularly brings non-professional
health care workers, primarily nurses’ aides and licensed practical nurses
(LANS) together.

Multi-local meetings on an occupational and industry basis do not take
place regularly at AFSCME. For example, even though the federation
represents hundreds of thousands of clerical workers who face common
pressures as a result of technological change, the expansion of temporary work
and privatization, these workers do not regularly come together across
employers and local unions. Such contact could promote more effective
representation and lay the groundwork for future organizing in the private
office worker labour market.

3.8 Shifting resources to organizing

The SEIU, CWA, and AFSCME have all recently shifted resources to
organizing. In SEIU, the Committee on the Future outlined a three-year plan
under which locals would spend 10, 15 then 20 per cent of resources on
organizing, with matching funds available from the national union. SEIU
nationally “now spends well over 50 per cent of our resources on growth”.
CWA allocates 10 per cent of its resources to organizing and a 1997
Constitutional Amendment encourages locals to do the same. This arguably
underestimates the importance of organizing in CWA, given the tight link
between CWA organizing and bargaining and political activity, and given
the union’s reliance on cost-effective member organizers. In AFSCME, 20
district councils are now in the process of forming organizing departments.
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3.9 Evolving organizing models

With more investment in organizing has come more effort to distill lessons
about how to organize cost- effectively. This learning process is more
advanced in CWA and SEIU because they refocused on organizing before
most other unions.

From countering employers to empowering workers. Over the past quarter-
century, organizing by US unions has been shaped by employer opposition
to the labour movement. One top official perceived both “models” of
organizing — the blitz model and one-on-one organizing — as responses to
employers’ vigorous campaigns against unionization. They have both:

...been invented to try tactically to overcome what the employer does. They
presume the employers will beat your brains in. You're either trying to rush
quickly before they can get to the workers. Or you’re building deeply so that
when the employer gets to you there are enough roots that you don’t get
swept out...They are not models, per se, of trying to persuade workers.

During organizing campaigns, the reality of intense employer opposition
tends to reinforce the adversarial orientation of many US unions. Organizing
experience, however, is leading unions to question the effectiveness of
campaigns that revolve too exclusively around the negative theme of what
is wrong with the boss.

At SEIU, for example, the union now perceives its traditional organizing
campaigns as aimed at the one-third of the workforce that is pro-union when
the campaign begins.

The first 30 per cent tend to be more aggressive, more class struggle, more
angry at the boss. The next 30 per cent, using just broad terms, they’re not
looking for conflict, they’re not looking for hostility, they’re looking for a
voice. But it’s not angry. In health care, our theme among nurses is now
‘working together works.’...For many of our class-struggle organizers, it’s
an enormous challenge because we’re so used to being in conflict with the
employer. But we don’t attack the employer, we inform people about pay
practices or whatever. We’ve polled it, focus grouped it, before and after
elections. It’s what the swing voters want to hear. It’s not what the organizers
want to say, it’s not what the first people that come to you want, but it’s
what wins elections.

CWA leaders also see their union as having moved away from the
“grievance model” of organizing that dominated its efforts in the public sector
in the 1984 to 1992 period.

You assume the workers have grievances and you appeal to them on the
basis of those grievances...With that kind of approach, you tend to appeal
to the people in any workplace that actually have some real difficult
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grievances. But then there’s the other 90 per cent that don’t have any personal
type of grievance, that just want income security, they want job security, they
want a voice on the job...

Organizing “voiced from the inside out”. While it may have originated as
a tactic to help withstand employer opposition, expanding the workers’ role
in leading their own organizing campaign has evolved at CWA into a way
of ensuring that the campaign responds to those workers’ concerns. CWA
refers to its organizing as “voiced from the inside out,” meaning that workers
in the workplace being organized have to lead the campaign. The union
describes its philosophy as to “stick with people as long as it takes — it’s not
about winning an election for us, it’s about relationships”.

CWA establishes an organizing committee in the workplace and helps
take the message out to the rest of the workforce. Internal organizing
committees are now encouraged to develop their own mission statement.
According to CWA organizing director Larry Cohen:

The organization, the life of it, emanates from the workplace where people
are working together to solve problems... The American Air lines campaign
and the US Airways campaign, the inside leaders were very talented, very
committed, and had lots of energy. Then our role becomes a secondary role
of supporting them to achieve their goal of building a union, versus those
workers supporting our goal of enlarging our organization...

CWA, in essence, provides organizational development support for
emerging unions in non-union workplaces, helping them plan their own
campaign.

We have come to realize that organizing depends on the systems workers

use when building their unions and we share with them what we think are

the best systems. One big thing for us is one-on-one personal contact so that

workers are not just relying on materials or impersonal media

communications, but that they actually have these discussions with folks
about what really matters to them...It’s got to be built on one-on-one
communication with people.

Reliance on member organizers. CWA, particularly, relies heavily on member
organizers in its organizing efforts. Contract provisions allow members time
off for union business and the union pays them lost wages. The union has
only 12 full-time organizers nationally in its nine districts (Nissen and Rosen,
1999, p. 81). The skills of member organizers are developed in regional district
organizing networks through formal training, mentoring by district
organizers, experience, newsletters that share stories and lessons learned from
campaigns, and annual retreats. The organizing network in one district grew
from 26 to 62 organizers between 1990 and 1997. The three-day retreat in the
district draws about 20-25 people per year, virtually all of them member
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organizers, for discussions structured around case studies. Industry segments
also receive in-depth analysis. On the last day, participants develop an
organizing plan for the district for the next year, with targets specified and
discussion of how the network can support particular campaigns. The
organizing plan is distributed to all locals. The district organizing network
thus serves, according to a District 4 Organizing Plan, as a “vehicle for mutual
support, exchange of ideas and recognition” (Nissen and Rosen, 1999, p. 77).

At SEIU, “member mobilizers” have played an important part in
campaigns for new union contracts with employers that are already organized
(Sciacchitano, 1998). At AFSCME, member organizers have been used to
augment full-time staff in childcare organizing efforts in Philadelphia.

Over the longer term, the development of hundreds of member organizers
may be the only way to turn the tide and start to organize new members
by the thousands. CWA sees reliance on member organizers as economical.
At Indiana University, for example, the CWA organized 1,800 clerical and
technical workers using a staff of three part-time organizers — telephone
operators — and eight days a month from a district organizer (Nissen and
Rosen, 1999). The campaign cost CWA $250,000 or $138.88 per member
organized. This compares with the standard US rule-of-thumb that organizing
costs $1,000 for each new union member. Sciacchitano, however, cites an SEIU
staff member who found training and developing workers to assume
additional responsibilities more time consuming initially than having staff
perform those functions ( Sciacchitano, 1998). Clearly, the investment
necessary to develop member organizers will vary according to the
educational background and workplace responsibilities of workers.

Occupational organizing. Several of those interviewed identified
“occupational organizing” as a distinct approach. One success that those
inside and outside CWA characterized as based on occupational organizing
was the unionization of 10,000 call centre workers at US Airways. CWA saw
its success with these workers as a direct outgrowth of what the union knew
about this kind of work from its representation of operators and customer
service representatives in AT&T and regional phone companies. According
to CWA organizing director Larry Cohen:

The reason we won was that we have 150,000 customer service people in
the union who do similar work in call centers in a variety of
industries...Where people are plowing through screen after screen of very
detailed information. Of 150 people on a plane, they’ve got 100 different
fares...That job is much like the calling centre at Bell Atlantic where there’s
a million ways you can configure your communication set-up ...People
interfacing with technology and customers...The job can vary tremendously
but it’s always about that...Problem-solving and finding the right information
for people.
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The tone of the US Airways campaign relied heavily on appealing to the
professional identity of the agents. It focused on the need to improve customer
service, rather than attacking the company per se (Batt, Katz and Keefe, 1999).
Twenty-five full-time member organizers staffed the campaign. In the wake
of the US Airways effort, the CWA is now aiming for a certification election
among 15,000 mostly customer service workers at American Airlines.

For CWA, organizing around the concerns of particular occupational
groups is pivotal to its plans to increase density in the telecommunications
industry. Mergers and acquisitions have brought large numbers of non-union
customer service and technical workers into AT&T and Regional Bell
Operating Company subsidiaries. These subsidiaries are often covered by
“neutrality clauses” achieved through CWA'’s bargaining-to-organize efforts.
Such clauses limit managers’ freedom to use the full scope allowed by US
law to convince workers not to vote union in a certification election. Using
the access to non-union workers and the protection of these neutrality clauses,
organizing outreach can be supported by CWA members in the same
occupation.

A former AFL-CIO organizing director offered nursing as an example
ripe for more organizing on an occupational basis. In places such as Texas
where organizing all occupational groups in hospitals or health care networks
would be difficult, nurses show a tremendous interest in having stronger
associations. This interest stems from the expansion in the United States of
managed health care insurance and for-profit hospitals, as well as a decline
in fear of losing jobs at particular facilities.

The nurses have very strong concerns about their profession, the for-profit
nature of their industry, about legislation that is being developed. They are
tired of waiting for someone to come and help. They are doing it on their
own.

The interviewee believed that a union could organize 127,000 registered
nurses in Texas quite inexpensively and that the resulting association would
soon be financially self-sufficient. One bottleneck in organizing these nurses
is a shortage of trained and experienced organizers and lead organizers.

Organizing workers in non-standard employment relationships. Occupational
organizing is seen as a potential approach to representing US workers who
are not strongly attached to a particular employer — e.g. those who work for
temporary agencies or have short-term contracts. According to the AFL-CIO
organizing director:

The high-tech and contingent workforce area. These folks are not in vertical
relationships, with a boss that they are having trouble with, but in more
lateral relationships. But they still need an organization to speak for
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them...The largest employer in America is a temp agency now. So we have
to figure out how to organize this segment, what the glue is and I think that
is a different structure in terms of organization and collective bargaining...But
it is not either-or and it is not all going to be one kind of organization and
representation very soon. Not in my lifetime.

The CWA has led efforts by US unions to represent workers in non-
standard employment arrangements. For example, CWA has established pilot
“Employment Centers” in Los Angeles, Cleveland and Seattle that perform
some of the functions of hiring halls in the construction model of US trade
unionism. The Centers provide portable benefits, placement in temporary
assignments covered by a collective bargaining agreement (the employer on
record may be a telecommunications firm or a temporary agency that acts
as an intermediary between the Employment Centre and the
telecommunications firm), and training.%?

In July 1998 CWA chartered the creation of a new local union — the
Washington Alliance of Temporary Workers or Wash Tech — by Microsoft
temporary workers in Seattle, Washington, the home base of the Microsoft
Corporation. About one-third of Microsoft’s 6,100 workers are temps and one-
third of these have been on the job for more than a year. Wash Tech’s goals
include: (1) giving workers a voice in any policy decisions, public or corporate,
that directly affect high-tech temps; (2) extending sick pay, holiday pay and
medical care to all full-time workers in the industry, regardless of their
employment status; and (3) educating workers about their legal rights to
organize, negotiate contracts, and share employment information. Wash Tech
is currently trying to form a workers’ cooperative through which workers
could contract out their own labour. In June 1999, Wash Tech petitioned four
temp agencies for bargaining recognition on behalf of 18 Microsoft contractors.
In January 1999, in response to workers’ requests, Wash Tech began offering
one-month classes on topics such as Java script, web development, database
design, digital design and illustration, and career planning.

4. Inventing postindustrial unionism

One AFL-CIO staff member, speaking about unions adapting to new
conditions, said “it’s not so much the specifics of the change, it’s how on earth
they ever get to the point of making the change”. In fact, however, the specifics
of the change — a vision of how unions fit in to the new economy - are part
of generating a willingness to change. The difficulties created for unions by
the lack of such a vision manifest themselves in various ways.

10 This and the next paragraph are based on duRivage, 2000.
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4.1 From industrial to postindustrial organizing

Changes in business and work organization resulting from the shift away
from a local craft-based economy, towards a national mass-production
economy required a change in the dominant form of trade unionism. The
same is true today, with the shift to a global, service-dominated economy.
And just as the transition from craft to industrial union organizing was
difficult for craft unions — with industrial unions, for the most part, created
anew, along with their own federation (the Congress of Industrial
Organizations) - the transition to postindustrial organizing has proved
wrenching for a labour movement dominated by industrial unions.

Even in the last few years, much of the internal labour movement debate
about organizing does not rise above campaign tactics. According to former
AFL-CIO organizing director Kirk Adams:

We do a lot of planning in this town and very often assume the workers
want to have a union. | think generally a lot of workers do want to have
a union ...But as to why they want to have a union, that’s not ordinarily
discussed...We talk a lot about the employer but we don’t talk that much
about the worker...

In the absence of any explicit debate about why workers might associate
collectively in today’s economy, traditional ideas from the industrial union
era continue to have great sway. The most obvious illustration is the idea
that hatred of the boss should be the main organizational glue. In some
guarters, even to question the universal appeal of organizing “against the
boss” is now seen as failing a loyalty test: it is misinterpreted as a retreat
from the idea that organizing is about increasing workers’ power. However,
organizing is still about gaining the collective power to achieve positive
transformation in a particular job, industry, or occupation, even if the focus
shifts away from the “bad boss”.** A more subtle but related hangover from
the industrial union era is the restricted notion of what unions do. Only a
few organizers conceive of what they are doing as part of an effort to
transform social relations at work — to increase “worker control”. When the
language of the high road is adopted it is generally a slogan rather than an
expression of a belief that the organization of production could be transformed
in ways that benefit customers and society as well as workers.

Especially at CWA, some organizing is now being planned and conducted
in ways that expand workers’ opportunity to shape their own vision of
unionism and then to work with others to find the leverage necessary to
realize that vision. In these “best practice” cases, organizer networks include

1 For an illustration of the confused nature of the debate on this issue, see Labour Notes, 1999.
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internal committees, member-organizers in similar work settings, experienced
full-time organizers, and union staff who can bring outside leverage to bear.*?

The basic challenge for the AFL-CIO is to create an expanding learning
network of organizers who have a deep understanding of workers and the
nature of work today. This implies a heavier reliance on organizers employed
in the occupations and industries being organized. It also suggests a need
to re- evaluate the wisdom of having organizers move from industry to
industry and occupation to occupation. Such movement may be acceptable
if organizers are marketing generic “defence against management” services,
but not if the goal is to transcend this and move towards more occupational
models. It may also be important to eliminate the hard line that often separates
organizers from those who negotiate contracts and oversee the use of union
power once it is established. Only if organizers know how unionism will lead
to a change in the day-to-day experience of work will they be able to convey
the possibilities to new recruits.

There are many ways that AFL-CIO could seek to create the necessary
learning network. As with the network of high road practitioners fostered
by the Working for America Institute, a priority should be to encourage more
contacts among organizers whose perceptions and approaches are not shaped
by the past. At present, these individuals appear isolated, which is not a recipe
for creativity or success. This interaction might also lead to more dialogue
about what workers want, and to a reflection on the lessons of recent
organizing successes and failures. AFL-CIO may ultimately need to reinvent
its training curricula for organizers and lead organizers, creating, perhaps,
a “New Union Organizing Institute” as a successor to the “Organizer
Institute” first targeted at college students who would participate in blitz
campaigns.

4.2 Inventing the high road

A related challenge for labour today is building the technical capacity
in regional economies and labour markets to help pave the high road and
block the low road. Implementing the high road requires major changes in
public policy and networks of new institutions, many of them operating above
the level of the individual firm (e.g. multi-employer unions, labour market

12 Some innovative organizing is more likely to succeed because it is conducted in ways
conducive to the development of what Ganz (1999) calls “strategic capacity”. Ganz defines
“strategic capacity” as the product of three factors: “access to salient information,” “heuristic
processes” (loosely, processes that help people solve problems creatively - e.g. interaction
among individuals with diverse perspectives, brainstorming, telling stories or reviewing case
studies of organizing), and “motivation to learn” (i.e. an intense interest in learning how to
organize more effectively).
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intermediaries that serve multiple employers, institutionalized political
alliances between high road employers, unions and consumers). Creating the
necessary institutions is outside the experience of most American trade
unionists, who were confined to a reactive role within individual companies
for most of the time since the Second World War. Especially outside the
building and construction trades, most US unionists do not have the habits
of thought that would lead them to analyse sectoral development; neither
do they have the habits of action that would lead them to organize so as to
shift business strategy from the low to the high road.®

One place to look for support in building the high road is the public
sector. Here, unions confront the extreme free market orientation of even
“liberal” US economists and policy makers. The liberal neo-classical paradigm
of virtually all economists in the Clinton Administration has no place for the
self-conscious construction of institutions designed to push industrial
development in more innovative, high- quality directions.'

The US labour movement already uses some of its political leverage to
free up public resources for technical assistance and institution building that
support the high road - the best illustration of this being the Working for
America Institute. Additional resources might be released with a strategic
focus on that goal, at both state and local level. Some financial support should
be sought for institutionally oriented research and graduate training
programmes that recognize the role of labour organizations and other
institutions in industrial development. The labour movement also needs to
fight at all levels of government — including within the next national
Democratic Presidential Administration — so that economic decision making
is not dominated by neo-classical economists whose insidious influence on
policy is impossible to overestimate. (Winning this fight is emphatically not
just a matter of influencing the next appointment of Secretary of Labor.)

13 The number of union leaders and activists comfortable with initiatives to promote the high
road and rule out the low road will grow if unions expand in services such as childcare,
elder care and health care, and if teachers’ unions reorient themselves more wholeheartedly
to taking the lead in promoting educational quality. In human and educational services,
organizing to shift competition in higher quality directions is a natural extension of the
professional identity of union members.

14 Arguably, there was not a single institutional economist in a high level policy position in
either of the two Clinton Administrations. In the Carter Administration, Secretary of Labour
Ray Marshall, one of the most prominent institutional economists, was isolated within the
Cabinet. In the first Clinton Administration, Secretary of Labour Robert Reich espoused some
views shared with institutional economists, but saw himself as a one-man source of creativity
not the leader of a coherent alternative perspective on economic development. Every Chief
Economist at the US Department of Labour since Clinton came to power has been a neo-
classical economist.



REINVENTING THE US LABOUR MOVEMENT 133

It must be admitted that it is a lot to ask of the labour movement that
it take the lead intellectually, politically and institutionally in pushing for a
high road economic strategy. While there are many potential allies for
such a strategy once it begins to emerge, there are no other obvious
candidates for taking the lead. The statement above is both a recognition
of the enormity of the challenge and a rationale for a new economy
labour movement.

4.3 Labour’s moral purpose

Another obstacle to trade union progress is the decay of a broader sense
of social purpose — the idea of a mission larger than the self-interest of a
particular union or particular officials. If the upper middle-class income and
status of some union leaders and staff may be jeopardized by internal
restructuring, the decline of a larger sense of mission can be particularly
paralysing. Why sacrifice personal prestige and security if no larger purpose
will be served? The lack of a consensus social vision also diminishes labour’s
ability to attract and retain committed activists and staff who have the
alternative of a more financially rewarding career.

Strategic planning and internal reorganization with AFL-CIO and leading
affiliates have sought to revive the sense of a larger purpose. One national
union leader observed that, within his union, local officials have begun to
accept personal sacrifice once they see internal restructuring which is
consistent with a principled strategic plan. But a broader regeneration of
labour’s moral purpose requires a general postindustrial solution to unions’
basic dilemma — the need to serve the interests of their members while
simultaneously being seen to serve the interests of society as a whole. At the
moment, institutional self-interest is too transparently the motivation for many
labour actions, large and small. Paradoxically, only transcending the view
that labour is just another special interest, and acting to make the world a
better place, can restore labour’s power.

4.4 Postindustrial unionism

The challenges above are all symptoms of developments in the 1970s and
1980s that rendered obsolete the New Deal solution to the unions’ basic
dilemma. To end unions’ current “identity crisis” within society, and lay the
foundation for a substantial increase in membership, unions must, as they
did in the 1930s, take a central role in solving persistent economic and social
problems. Notwithstanding sustained economic prosperity, the United States
at the end of the 1990s does have such problems. They include rising wage
inequality, an erosion in big company job ladders that undercuts advancement
for low-wage workers and security for mid-career employees, falling rates
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of health care coverage, and an apparent decline in the value of pension
benefits for many workers.

In addition, it is widely perceived that the US invests inadequately in
human capital development and that employment instability makes firms less
willing to spend money on training (since employees may soon work for
someone else). In conjunction with inadequate investment in workforce
training, many US employers’ competitive advantage is based on paying low
wages and benefits rather than raising performance, an approach that retards
the growth of living standards.

A potential new economy resolution of US unions’ basic dilemma thus
lies in their ability to solve these persistent economic and social problems.
Adapting the traditions of craft unions, US multi- employer unions rooted
in sectoral and geographical labour markets (childcare, elder care, health care,
technical occupations, clerical and administrative occupations) could raise
wages at the low end of the market, in the process discouraging low-wage
strategies. They could negotiate with employers to increase investment in
human capital development. They could create multi-employer career
advancement, job matching, and health and pension benefit structures. In
professional, technical, personal service and customer service jobs — now most
of the economy — in which critical knowledge resides within occupational
communities, unions could raise performance through apprenticeship and
peer learning approaches. In these ways, unions might recapture public
support as institutions that raise economic performance and create decent
jobs — that “add value as well as values”.

A redefinition of unions’ place in the economic structure is now the
subject of debate at the national AFL-CIO. According to one top staff member:

There’s no more important issue for us in terms of the long-term viability
of union organization in this country than workforce skills and preparing
people for work, present and future...We organize skill development
processes that are critical to your long-term economic security...People will
get involved with unions because they build the training structures that allow
lots of workers in lots of different situations to get skills and to advance...

In the words of another staff member, the slogan implicit in much union
activity in the last two decades is “things could be worse”. A new collective
identity based on expanding economic opportunity for all and honouring
workers’ commitment to their customers and their craft would be a more
positive and compelling vision.

15 For a longer (but still short) version of the argument in this last section, see Herzenberg,
Alic and Wial, 1998b.
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Some time ago, the US labour movement developed the marketing slogan
“America Works Best When We Say Union Yes”, more as an expression of
hope and faith than a conviction. The more the union movement discovers,
to its immense relief, that this is actually true, and then makes that case to
the public as a whole, the sooner we can expect to see a revival of the labour
movement.
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Trade union responses
to globalization: Chile

Guillermo Campero

1. Introduction

This chapter presents the policies and strategies pursued by Chilean trade
unionism in the 1990s. At this time organized labour was facing challenges
caused by the profound economic and political structural changes resulting
from the country’s entry into a globalized world and an equally globalized
political system.

In order to study the case of Chile, it is essential to bear in mind that
the process of integration of that country into the framework of economic
and political globalization occurred initially, in the early 1970s, under a
military government, which had overthrown a democratic government in a
coup d’état. The new government, which lasted 17 years, used authoritarian
methods to implant an economic model inspired by so-called neo-liberal ideas,
introducing a system based essentially on regulation of the market, severely
limiting the state’s role in the economy, privatizing a major part of the health
and social security system, and repealing the old Labour Code, which was
replaced by new legislation based on greater flexibility and less labour
protection. It drastically opened up trade and finance to the international
economy and focused its development policies mainly on the export of
commodities. The military government shut down the Parliament, suspended
the political parties and severely restricted the activities of social
organizations, especially the trade unions. That is why, for Chilean trade
unionists, the process of globalization and its structural effects was felt at the
same time as the political and social effects generated by the military
government. Unlike other countries in the region where the trade union
movement faced the challenges of globalization in a framework of political
democracy, in Chile those challenges were seen by trade unionists as
processes linked to the actions of a non-democratic government. Thus the
struggle to restore political democracy in Chile, in which trade unionists were
the principal players, was often also linked to combating the new economic
model, since they regarded the authoritarian military regime and the new
model as two sides of the same coin.
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This background needs to borne very much in mind, since it is an
important factor in understanding the meaning of trade union policies and
strategies in the face of economic and political globalization in the post-1990
period, when political democracy was restored to the country. The effects
of the economic, political and institutional changes due to the country’s
experiences from 1973 onwards had already been consolidated by 1990, so
that the structural framework in which trade unionism developed at the
beginning of the decade had already been shaped several years earlier. In
particular, the economic and social conditions under which the trade unions
were working in the 1990s had been established in the previous two decades.
Trade unionism and its social and material environment were not those of
the early 1970s, although part of its national leadership was the same and
its traditional organizational structures were still in place.

This process of major change marked trade unionism in Chile very
decisively, because the changes which affected it were not the result, as in
other countries, of progressive adjustments due to economic and political
modernization strategies in a context of political democracy, but the
consequence of a violent, drastic and massive adjustment led by an
authoritarian government, which denied social and political freedoms and
was overtly anti-trade union.

1.1 Initial restructuring, 1973-1981

After 1973, the trade union growth which had marked the preceding
period entered a period of stagnation. Not only did the absolute number of
members decline, as a result of high unemployment, but organized labour
also became more fragmented as trade unions diminished in size.

In qualitative terms, the impact was significant when it is considered that
the manufacturing and construction sectors, the traditional base of trade
unionism, seemed to be particularly affected both in total volume and average
size. Mining, especially coal (another key sector) also showed deterioration.

In short, as a result of the structural effects of the chosen economic model
and the political constraints that stood in the way of trade union development,
workers’ organization was diminished and its evolution obstructed. The
situation was more marked among manual workers than office workers,
which demonstrated both the type of unemployment and changes in the
composition of the workforce.

The situation can be regarded as critical when it is considered that the
weakening was global and that, furthermore, new sectors did not emerge to
reinforce and offset the decline in the traditionally most strategic centres.

Consequently, both the political process and the structural changes arising
under the new economic model introduced in the early 1970s led to a decline
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in trade union activity and a drastic change in the composition of the social
base on which trade unionism was founded. Nevertheless, it did not mean
that the trade union movement vanished completely.

Throughout the period, the action of trade unions, their federations and
national bodies consisted of a constant struggle against the military
government in an effort to restore the democratic political system. At the same
time they waged a battle against the introduction of a neo-liberal economic
policy. As we have said, for trade unionism the struggle against the
dictatorship and against the economic model were part of the same process.
At that stage, to pursue these actions, the trade union movement was forced
to organize under its leadership not only trade unions but all social
organizations, whatever their composition. Thus, the trade union leadership
included urban district associations, many professionals, unemployed people,
students and groups linked to religious organizations.

Out of this experience came the idea that under the new structural,
institutional and political conditions, trade unionism could redefine its
constituent base and move from the traditional purely labour view of its
organization to a broader social view. The idea developed to some extent up
to 1985, but after that it failed to take hold.

1.2 Economic crisis, recovery and consolidation, 1981 - 1999

Crisis

By 1980 the largest economic, structural and institutional changes had
already happened, Chile’s integration in the global economy was in full swing,
market forces held sway, the culture of the country as a whole was one of
incorporation in the globalized world and trends in the main economic
variables had proved fairly favourable. However, the chosen model proved
to be fragile, both domestically and internationally. The fact was that the
economy was centred around significant financial rather than productive
development, which made it vulnerable to speculation and limited hard
investment in favour of so-called “migrant” capital. Moreover, the country’s
entry into the globlal economy was not designed to deal with external crises
such as occurred internationally in the early eighties. As a result of these and
other factors, the Chilean economy fell into a deep recession with a decline
in GDP of at least 14 per cent and overt unemployment close on 35 per cent.

The situation unleashed major decisions for change in the management
of the economy by the military government, albeit retaining the basic
economic model adopted in 1975. Various policies were reformulated,
especially those aimed at strengthening productive capacity and controlling
the financial system.
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On the social level, the trade unions succeeded in leading a vast social
protest movement against the military regime and its policies, despite the fact
that by 1981-82 trade union membership had fallen to a third of what it was
in 1977 (347,470 against 916,569). This led to the “national protests” of 1983-
1984. That was the occasion when trade unionism succeeded in promoting
most strongly the possibility of leading a social base wider than organized
labour. In fact, the protests did bring out much wider groupings of people
and organizations under the leadership of the trade unions. These movements
were the beginning of the end of the dictatorship, since it was because of them
that the military government had to agree to negotiate with the political
opposition and allow them room to express their views. However, the trade
union leadership was overtaken at that stage of negotiation by party leaders
and the new profile that it was acquiring as the cement of a wider social base
lost ground and ultimately evaporated.

Recovery

Analysts agree that, once the crisis was over, it was from 1985 onwards
that the bases of Chile’s current economic process were established. The
decade after that was a period of rapid growth. There was permanent job
creation and a return to political stability. After the serious crisis of the
preceding years, production levels recovered, savings and investment
increased, inflation was brought under control, unemployment was reduced
and real wages grew in line with productivity.

During the ten years after 1985 a satisfactory macroeconomic equilibrium
was achieved. Domestic product grew by an annual 6.6 per cent, inflation
was falling steadily, there was a sustained increase in productivity and
domestic and external fiscal accounts were sound. There were some
significant achievements on the social front. Literacy, school attendance and
life expectancy at birth all improved. The number of individuals and families
below the poverty line fell significantly.

While these were the general features of the post-crisis period, the
distinction between the two stages suggested in the ILO study Employment
trends in Chile 1986-1996 published by the Santiago multidisciplinary team in
1998 should be examined. The study distinguishes a first phase between 1986
and 1989, i.e. up to the end of the military government and the takeover by
the democratic government. According to the ILO document, although the
process of recovery and improvement in the economic indicators began in
1986, economic growth in that first phase was characterized by excess capacity
and the high rates of unemployment caused by the profound crisis that had
gone before.

The crisis was overcome by an economic adjustment in 1985 with a high
social cost. In order to alleviate some of its effects, policies such as cash



TRADE UNION RESPONSES TO GLOBALIZATION. CHILE 143

subsidies to the poorest sections of the population were adopted as well as
the creation of emergency employment programmes, which gave jobs to
almost 10 per cent of the workforce between 1986 and 1989.

Although these programmes helped to reduce overt unemployment, it
was still above 10 per cent in 1989. Although real wages had risen, they were
still 5 per cent below the levels in 1981 and 1982, and the legal minimum
wage was 30 per cent less than in those years. The pace of trade union
organization and the level of workers’ collective bargaining, despite a recovery
between 1986 and 1989 compared with the preceding years, was slowing and
had reached less than 10 per cent of the workforce.

The second period ran from 1990 to 1996, culminating in a consolidation
of the recovery and the formation of Chile’s present economic and social
environment, the background against which trade unions are tackling the
processes of globalization. The period was one of high growth in domestic
product, 6.8 per cent on average, a drop in inflation from 21 per cent to 6.6.
per cent between 1989 and 1996, strong fiscal accounts and accumulation of
international reserves, growth in the level of savings, investment and
productivity, more job creation and rising real wages.

The fall in unemployment in the first phase between 1986 and 1989 was
mainly the result of mobilizing resources that had been frozen during the
preceding crisis. It was only secondarily due to diversifying the production
of primary export commodities (wood, fruit, fish) and goods requiring a
certain degree of processing (wine, preserves). In any case, this allowed a
return to the levels of employment prior to the crisis. However, after 1989,
growth was the result of expansion of installed capacity, strongly geared
towards exports. Unemployment stabilized at between 6 and 7 per cent.

The social base of unionism in the 1990s

The proportion of women in the workforce increased. After 1989 the rise in
employment was mainly due to the entry of more people to the labour force,
especially women. Between 1986 and 1994, the proportion of women rose
from 29.3 per cent to 35.4 per cent. The expansion of the fruit sector, trade
and financial services, among other things, caused the rise in the proportion
of women. In the secondary sector, men continued to predominate. Of the
total employed in 1996, 80 per cent were men.

Female employment was thus concentrated in the tertiary sector. By 1996,
this activity accounted for 80 per cent of working women. Trade had the
largest number of women workers, 22 per cent in 1986 and 24 per cent in 1996.

Employment in agriculture and mining grew slightly. In the primary sector,
employment in agriculture fell from 20 per cent in 1986 to 15 per cent in 1996.
Mining still offered few new jobs.
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Manufacturing recovered but did not regain its traditional position. By 1996,
the secondary sector had increased its share from 21 per cent in 1986 to 27
per cent. Even so, the recovery in manufacturing employment did not return
to pre-crisis levels and began to stagnate after 1994.

The tertiary sector retained a high share of employment. By 1996, the sector
was employing some 58 per cent of the total labour force.

Changes within the different occupational categories. The most significant
changes in the period occurred in the category of “farmers, livestock breeders,
fishermen, hunters and the like” from 21 per cent to 16 per cent, and “manual
and casual workers” from 11 per cent to 6 per cent. Other groups increased
their share, especially office workers, from 11 per cent to 15 per cent.

Consequently, the main change in the pattern of employment between
the mid-1980s and the 1990s was the decline in the number of manual workers
and the significant increase in office workers, the latter mainly in the private
sector, since those in the public sector had declined by some 30 per cent.

The greater proportion of women was also reflected in a significant
growth in the group of “professionals, engineers and the like” and “managers,
administrators and directors”. This showed that at least some of them were
obtaining jobs of a certain quality, although that did not prevent wage
discrimination between men and women in these categories of employment.

Changes in workers’ educational levels. There was a marked increase in all
categories of employees with higher education, from 10 to 18 per cent. Among
“managers, administrators and directors”, it rose from 39 to 44 per cent, and
the profile of “office workers and the like” also changed radically, from 16
per cent to 39 per cent with higher education.

The lowest level of education was in “farmers, livestock breeders,
fishermen, and the like”, where 80 per cent of those employed were
uneducated or had only primary education.

Organization and membership

By 1990, the characteristics and composition of the social base and the
socioeconomic conditions in which trade unionism was to develop its
activities in the period covered by this study had already been set. What
caused a change in the scenarios was the political factor, with the end of the
authoritarian government in March 1990 when the country’s first democratic
elections for 17 years brought President Patricio Aylwin and the centre left
coalition, the Concertacion de Partidos por la Democracia, to power. This
political factor would be significant in creating space for various social and
political players to express their views, hitherto rather restricted by the
previous regime.

In the case of trade unionism, one of the significant effects was the rapid
growth in trade union membership during the first three years of the
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democratic government, a time when unionization rose by some 25 per cent
compared with the end of 1989, reaching a figure of 724,065 members in 1992
against 507,616. Subsequently, the growth in membership levelled off or fell
somewhat, with some 600,000 at the end of 1998 (12 per cent of the workforce
and 17 per cent of wage earners). Trade unions, for their part, almost doubled
in number between the end of 1989 and the end of 1998, from 7,118 to some
13,000. However, although their number increased, the downward trend in
average size, which had already begun under the military regime, continued.
The average of 84 members in 1980 had fallen to about 67 by 1998.

It should be noted that the recovery in membership and trade unions had
already started in 1984, parallel to the recovery from the 1981 economic crisis
and the political processes of 1983 onwards, a period when there was a high
level of social protest against the military regime. However, the largest
guantitative leap occurred, as noted above, during the first phase of the
democratic government that succeeded the military government.

Despite all this, the recovery of trade unionism membership to 12 per
cent of the workforce was not enough to offset the fall in membership and
organizations compared with 1973. In that year the rate of unionization of
the workforce was almost 32 per cent, the highest since the late 1920s when
trade unions were legally recognized and constituted in the country.

The economic sectors in which trade unionism had traditionally
developed recovered their positions in the second half of the 1980s and
continued to do so in the 1990s, both in terms of employment and in terms
of their relative weight in the economy compared with the period of most
acute change (1975-1981). However, the recovery had two features which
meant that the process did not necessarily result in the recomposition of the
same type of trade union movement as had existed up to the beginning of
the 1970s or a reproduction of the social conditions in which it had developed.

The first of these was that although the sectors in which trade unionism
had traditionally built its core had recovered, their relative importance in
economic and trade union terms had changed compared with the early 1970s.
The most significant change was in manufacturing. In 1996 this sector
represented 16 per cent of employment compared with 26 per cent in 1973,
and by 1997 unionization in the sector was 23.8 per cent of the total, against
31 per cent in 1973. At the same time, the service and trade sectors increased
their relative importance in the economy and also in the pattern of
unionization, while the importance of mining and construction, two other key
sectors in trade union organization, declined.

The sectors that increased their significance in the composition of trade
unionism did so, as we have seen, against the general background of a drastic
reduction in the pace of unionization. In addition, however, these are sectors
that are typically more dispersed and have less tradition of involvement in
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national trade unionism and trade union federations. Thus, while there was
significant growth in those sectors, it was not necessarily a factor in
strengthening trade union activities in Chile at national level.

The second characteristic concerns the sectors where trade unionism had
traditionally developed; during the years from 1973 to 1990 they generally
experienced major changes in technology, forms of organization of labour and
management of enterprise and services. Labour markets became considerably
segmented and conditions of access to them varied in terms of technical and
educational qualifications. Also of crucial importance was the application
since 1980 of highly flexible and deregulatory labour legislation on the one
hand, accompanied by many aspects that restricted trade union activity,
which created a quite different institutional framework, indeed the reverse
of the one in which the trade union movement had been developing hitherto.
Some of the major aspects of the legislation were reformed after 1990,
especially in allowing more scope for trade unions and collective bargaining,
but there were still several issues that continued to restrict trade union
activities and collective action by workers in general.

These two characteristics, together with entry into the international scene
and the market economy, had a powerful influence in bringing about change
in the social, technical and cultural conditions under which trade unionism
had to operate.

2. Trade union responses to globalization

As argued in the introduction to this paper, trade union responses in Chile
to the challenges and structural changes resulting from entry into a globalized
economy and a world that had become politically internationalized, were
strongly marked by the fact that the process had begun in the early 1970s
under an anti-trade union military dictatorship, a feature of which was
profound and drastic structural and institutional change, indeed upheaval,
on a massive scale imposed in an authoritarian manner in a relatively short
period of time.

As a result, the actions and strategies of trade unionism were primarily
based on political lines, designed to intervene in national life as part of the
restoration of political democracy, and subsequently, from the early 1990s,
to consolidate and entrench their position. They thus devoted major efforts
to seeking changes in the existing economic model, which, although
moderated in concept, continued in many important aspects that made it
indistinguishable from the policies pursued by the military government.

In this context, the national organization of Chilean trade unions (Central
Unitaria de Trabajadores. CUT) and the leadership generally at federation
and confederation level gave priority to policies and strategies aimed at
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influencing global social policy issues, rather than those aimed at developing
ways of restructuring their traditional organization and methods of
recruitment in the face of changes in the nature of their social base. That does
not mean, however, that such problems did not have a place on the trade
union agenda; it simply means that they had lower priority than in other
countries.

2.1 Policies and strategies directed towards global issues

Three main focuses of trade union action can be distinguished in this area
in the 1990s: policies aimed at social cohesion and social alliances; policies
aimed at the institutionalization of labour, labour legislation and social
security; and policies aimed at promoting participation and workers’ rights
in social and economic development.

Social cohesion

The National Agreements. Around April 1990, the most representative
workers’ organization (the CUT) and the government decided to invite the
main employers’ organization to seek agreement on a joint document in which
they expressed their positions on the issue of labour and its relationship with
economic and social development policies, identifying areas of consensus
which they were in a position to build. The proposal by the trade unions and
the government was to set out the main rules of the game, which could be
accepted by the parties as the framework within which the labour issue could
be discussed with the advent of the first democratic government for 17 years.

The document, under the title of National Tripartite Framework Agreement,
signed in May 1990, was the result of that first meeting. Through the CUT,
the trade unions played a significant role since, although their positions were
generally critical of what they called the “economic model”, they were ready
to facilitate common ground with employers and the government in order
to obtain, from the former especially, an open approach to labour issues and
guestions of social equity linked to economic growth.

The document to which the framework agreement gave rise was of crucial
importance, because it was unprecedented in Chilean experience. Its main
value was to signal the readiness of the trade unions, employers and the
government to agree at least on the main directions of social and economic
development, and the will of the parties to discuss them in a framework in
which they were willing to take part. This signal certainly helped to strengthen
the transition to democracy.

It should be explained that the agreement was the result of mutual
concessions by the employer, union and government sides, so that its content
can be seen as a kind of “memorandum of understanding”, rather than full
agreement on ideas of social and economic development. In fact, trade unions
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and employers continued to disagree on many subjects, but they agreed to
moderate their disagreements as a gesture of readiness to engage in dialogue.
The trade unions in particular moderated their positions on many points as
an expression of the political will to facilitate the agreement, which they
regarded as important in contributing to the success of the democratization
process that was beginning in the country.

In particular, they began to look favourably on the role of private
enterprise in economic growth and development, as well as the need to
consider the demands of an open and competitive economy as a framework
for social and labour policies. At the same time, they maintained that a
necessary condition of the foregoing was special concern to protect workers
during the process of change and adjustment, greater participation in
enterprises and their profits, a better balance in labour relations and
recognition of the role of the trade unions at grassroots, sectoral and national
level, and making workers’ access to the fruits and opportunities of growth
a priority goal.

The employers, for their part, acknowledged the need to improve labour
relations in terms of more cooperation, the need to ensure compliance with
labour and pensions legislation. They recognized workers’ organizations as
valid representatives and expressed their readiness to examine those aspects
of institutionalized labour that needed improvement in order to promote
labour relations of higher quality and technical calibre. They also recognized
the importance of developing policies to help workers obtain better access
to the opportunities of growth.

The framework agreement also covered adjustment to the national
minimum wage for the period 1990-1991, as well as a range of issues to be
discussed in future dialogue. It opened up a readiness to engage in tripartite
discussions and helped to ensure that proposed reforms or improvements
of labour legislation prepared by the government could then be discussed
in consultation with the social partners. Although the government did not
achieve full agreement with either the trade unions or the employers on their
proposals, the experience of dialogue made it easier to achieve consensus in
Parliament when they were submitted to the Congress. In fact, it set a
precedent for tackling labour issues in a climate of dialogue and the search
for agreement, breaking down the employers’ prejudices and opposition to
the possibility of change on these issues. This influenced the readiness of
Congress to discuss and approve proposals submitted by the Ministry of
Labour, under the government’s labour reform programme.

Agreements were signed in 1991, 1992 and 1993, which had more practical
impact than the first. The main subject was the minimum wage, especially
restoration of the link with average wages, and other specific issues. The
agreements did not address any other major themes and in many of them
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it was not possible to finalize everything proposed, other than the criteria
for setting the minimum wage, namely estimated future inflation and average
productivity in the economy. This was a significant achievement, since it
allowed the identification of a precise formula, consistent with the objectives
of growth and stability. However, despite their more practical nature, the
agreements that followed the first were a focus of constant dialogue and kept
alive the idea of social cooperation as a method of high political and social
value. That did not, however, prevent conflicts between the parties and the
government, some of them quite serious, but the forum for dialogue was
preserved as a recourse validated by the partners.

Trade unionism, led by the CUT, kept up this strategy of social
cooperation for four years, even though internally it faced constant tensions
concerning its validity, since some sectors thought that it was not yielding
the results they had hoped for, arguing that the employers were not behaving
in accordance with the first framework agreement. In particular, that was
because proposed reforms to the labour legislation submitted by government
to the National Congress continued to be criticized by various employers’
organizations.

Furthermore, although as a result of previous consultations the above-
mentioned government initiatives included many objectives put forward by
the trade unions, certain union sectors thought that they were still inadequate
and that tripartite cooperation and the national agreements were not making
an effective contribution to overcoming those shortcomings. Similarly, the
attempts at dialogue between the CUT and the employers, prior to and during
the four national agreements, were also regarded by their critics as of little
value for the same reasons.

These tensions led the CUT leadership to state on several occasions that
it was paying a high social and political price to maintain the strategy of
tripartite dialogue and that if it were to continue, the strategy would have
to allow them to show more positive results, both in law reform and in
improving the quality of labour relations at company level, as well as fairer
access to the results of economic growth.

According to certain analysts at the time, while the CUT’s anxieties were
to some extent justified in relation to the matters of concern to them, it also
seemed as if the trade union leadership was often inclined not to state its
objectives clearly in the process of dialogue, preferring a defensive and even
pessimistic tone which obscured its recognized role as national negotiator.

Nevertheless, the CUT leadership kept to the framework of the social
cooperation policy throughout the period 1990-1993, which showed that,
despite the above, it continued to value it and regard it as a necessary focus
for the consolidation of the democracy of which it felt itself to be
a constituent part.
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Sectoral agreements. The open framework of the national agreements also
allowed the conclusion of sectoral agreements. The most important were four
in the public sector concerning adjustments in salaries, working conditions
and other employment and career issues. The CUT participated in all of them.
One of the most outstanding results of the agreements in this sector was the
passing of a law allowing civil servants to belong to a trade union. Tripartite
agreements were also concluded in the port sector and bipartite agreements
in the coal-mining sector.

Other examples of cooperation in the period 1990-1993. The CUT agreed with
government on the formation of a National Tripartite Council to advise the
Ministry of Labour on vocational education and training. There was also a
tripartite agreement to implement a broad programme of publicizing labour
laws to encourage compliance. The CUT also agreed with government to
establish a National Trade Union Training Fund to finance the training of
trade unionists.

Crisis in the policy of cohesion. Following the above-mentioned experiments,
from 1994 onwards the policy of national agreements was to end. Both the
trade unions and the employers said that the policy had not brought the
hoped-for benefits. In particular, the trade unions thought they had not been
sufficiently included in important decisions, despite their efforts to achieve
agreements. That did not mean that unionists at national and federation level
did not remain open to reviving the cohesion policy, but that did not happen
except in very specific cases. One such, and a very significant one, was the
bipartite agreement between the CUT and the government in 1998 that
adjusted the legal minimum wage for three years. Another was the sectoral
agreement between trade unions in the forestry sector and the employers to
develop and disseminate, with ILO support, a national code of conduct on
safety and health at work.

Policies aimed at institutionalizing labour and social security

Since the beginning of 1990 trade unions had focused on drafting
proposals to reform existing labour legislation. From their point of view, the
legislation in the Labour Code, which had been substantially amended since
1979 during the military government, was the expression of an extreme neo-
liberal concept, designed to turn workers into a cheap labour force to help
employers enter the global “transnationalized” economy.

In social security, their policy sought to protect their members by better
regulation of the private pension scheme, which had also been set up during
the military government about 1980. While the system had worked well
during the first 16 years, in 1997-98 it began to show signs of lack of
profitability, and it was also heavily concentrated in the hands of economic
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groups. This all reinforced the trade union view of the need for greater
government and social control of the scheme.

On both issues, the trade unions did not reach sufficient agreement with
the government, which was in favour of substantive reforms, but at a slower
pace than demanded by the unions.

Policies aimed at participation and promotion of social rights in economic
and social development

In this area, the trade unions, with the government, sought to form a body
to allow dialogue between different social sectors on economic and social
development policies. This gave rise to the Productive Development Forum,
a tripartite body formed around 1994, which developed a major programme
of work on a wide range of issues related to the public and private agenda
for economic and social development.

To some extent, this body replaced the policy of agreements pursued
during 1990-1993, although its purpose was very different, since it was not
a decision-making body. The Forum was initially a great catalyst, since it gave
rise to debates and meetings at national level with high representation of all
constituents. However, by 1998 it had declined in importance for reasons
similar to those that had caused the demise of national agreements. The trade
unions were not satisfied with the results since they thought that participation
at that level was not reflected at intermediate and grassroots levels and,
moreover, that the employers were blocking the issues of most interest to
the workers. Nevertheless, the CUT and trade union federations continued
to express interest in the Forum provided that the above-mentioned
limitations could be resolved.

Balance of global policies

The three lines of action making up trade union strategy in Chile relating
to global issues were in some ways their most substantial programme of
action, designed to tackle, in the existing climate of political democracy, the
new conditions created in the country since the beginning of the 1970s under
authoritarian policies.

As a corollary to this, it can be said that those policies had allowed trade
unionism to be seen by public opinion as a player with clear positions on
matters of national interest. It was thus able to overcome the weakness
forced on it by the military government since 1973. Its recovery of national
presence really began in 1983, when it led the social protests against the
authoritarian regime.

However, the representative role achieved by trade unionism in its
policies on agreements and the other areas described do not seem to have
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enabled it to strengthen its capacity to act at grassroots level. In fact, the CUT
continued to decline even though it still had over 350,000 members, i.e. almost
60 per cent of total union membership (at the beginning of the democratic
government, it had almost 75 per cent). Moreover, much of its membership
came from the public sector and it was not growing in the private sector.

According to some analysts, that was because although the CUT and the
federations had taken on the major national issues related to macroeconomic
and social processes, they had not been so involved in issues and problems
arising at the grassroots relating to changes in the composition of the
workforce and technological advances which changed the social base in many
ways. National trade unionism had taken on a global social and political role,
true to its historical tradition, but it had not moved on to identify new areas
and forms of action and organization, necessary to interpret and represent
a multiplicity of diverse and disparate interests which are now a feature of
the labour force.

2.2 Policies at company union level

Strategic agreements in companies in key sectors

Another line of action pursued by trade unionism was the negotiation
of long-term agreements in companies with a high economic and social
strategic value. The policy was at the initiative of trade unions in those
companies rather than a deliberate policy at national level (CUT), but it
generally had its support. The purpose of the agreements was to establish
a kind of compromise by the company and the workers’ organization to
ensure the economic performance of the company and a satisfactory level of
labour relations. In this way, companies undertook to ensure that
improvements in productivity and efficiency would be reflected in workers’
pay, that there was adequate information and participation and that there
was strict compliance with labour legislation and collective agreements. The
workers undertook to maintain industrial peace if the company fulfilled its
part of the bargain, to participate actively in all efforts to improve quality,
productivity and efficiency and generally to encourage cooperative behaviour.

The policy of participation and cooperation sought to show the
employers’ side that workers could be partners in the enterprise if employers
were prepared to treat them as such. The initiative sought to combat employer
attitudes that assumed that any form of worker participation only led to
inefficiency and ultimately to higher costs. The trade unions were also trying
to show that in a globalized economy, companies could only compete
successfully if they faced that competition together and if the workers felt
they were being adequately rewarded.
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This strategy was most importantly illustrated by two major state
companies! and two in the private sector. The first three were in the copper
mining industry and the fourth was the national and international telephone
company.

In the public sector, the companies concerned were CODELCO, the
country’s largest copper producer and one of the largest in the world with
18,000 workers and ENAMI (National Mining Corporation) responsible for
promoting and supporting the development of small and medium-sized
mining companies in the country, with a workforce of 2,000. The private sector
companies were Disputada de las Condes, with 1800 workers and the
Spanish-owned Compafiia de Teléfonos de Chile with 8,750 workers.

In the case of CODELCOQ?, the company workers’ federation entered into
a strategic alliance with the management in 1995. Its objective was to identify
together the major challenges to the country’s largest producer in the future,
including expansion policies, technological innovation and human resources.
On the basis of those agreements, they reached a consensus on decisions to
reduce the workforce in situations of adjustment, on training workers in
transferable skills and on labour mobility within the company, which operates
five huge copper deposits in the country. Collective bargaining offered
appropriate occasions to improve the basis and forms of application of the
strategic alliance.

In the case of ENAMI3, the agreement was called the Strategic Alliance
and it began in October 1997. It was a tripartite agreement, since the
government participated as signatory, together with company management
and its trade unions. The agreement involved commitments on a wide range
of issues: the company’s aims concerning the mining economy, technical and
economic objectives, optimization of management, technological innovation,
environmental policy, occupational safety, labour relations with emphasis on
participation schemes, communication and information, investment policy
and ownership.

From the evidence of interviews and other sources of information, the
agreement has had a positive impact and has been widely followed in many
trade union sectors throughout the country. That does not mean, however,
that there have been no difficulties since it was signed. Indeed, there were
problems in collective bargaining, especially concerning productivity
incentives, application of the concept of “multi-skilling” and its relationship

*In Chile, state productive companies are governed by the same economic and labour laws
as the private sector.

2 See statement of the Copper Workers’ Federation, 13 Sep. 1995.

3 See ENAMI document, Strategic Alliance, 6 Oct. 1997.
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to job stability, and on procedures to ensure that workers are better informed.
However, the issues were satisfactorily resolved and the agreement has
gained the trust of workers and management.

In the case of the Disputada de las Condes, management and the trade
unions signed a Collective Covenant in 1998, also called the Strategic Alliance,
which established targets to be achieved and results for workers for a period
of six years. The content is similar to that of ENAMI, although covering a
rather more limited range of issues. This experiment has also been widely
publicized as a new way of meeting the challenges of an exporting economy,
especially in the case of a company with a high degree of modern technology
and a major position in the domestic and international minerals market.

Regarding the Compafiia de Teléfonos, the Basic Trust Agreement was
signed in 1994, with the objective of establishing fully “participatory”
arrangements in the area of human resources, technological innovation,
working conditions and others, while at the same time modernizing collective
bargaining. The agreement has lasted up to the present, although in this case
too there have been various disputes over the application of the agreement
and in 1998, some trade unions in the company proposed that it should be
revised. However, the Basic Trust Agreement has certainly been a useful tool
in modernizing labour relations in a company that controls a very large part
of Chile’s domestic and international telephone business.

The significance of these four cases was that, in a context where it was
hard for trade unions to come up with innovative, wide-ranging proposals
on issues that were not just macro-level but addressing very specific aspects
of working life in companies, the unions in CODELCO, ENAMI, Disputada
and CTC succeeded in showing that in large companies of major importance
to the country’s economic life, this type of initiative can give positive results
and open up new opportunities for trade union action.

If so far there have been no other specific experiences of the kind
mentioned above, this approach to trade union action has been increasingly
publicized. Indeed, through the national tripartite body, the Productive
Development Forum, which includes the CUT (United Workers’ Centre), the
CPC (Confederacién de la Produccion y del Comercio, Employers’
Confederation) and the government, a number of events to publicize these
experiences have been held since 1998, and there have been many cases
reported of companies considering putting similar agreements into practice.
This is a line of trade union activity which will probably be developed in the future.

Policy on productivity agreements at company level

Of more limited scope than the above, company trade unions have also
made serious efforts to incorporate new issues in collective agreements. In
particular, there have been many initiatives to have company managements
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negotiate policies to increase productivity with the trade unions and to
consider benefits for the workers when they achieve positive results.

Vergara, 1998, reported that at 30 March 1997, of a total of 2,674 collective
agreements in force at national level (collective contracts and agreements),
1415 contained productivity-wage clauses: 42.8 per cent of these agreements
concerned large companies (over 200 workers), 33.7 per cent medium-sized
companies (50-199 workers) and 23.3 per cent, small enterprises (less than
50 workers).

Vergara’s study selected a sample of 46 collective instruments from the
above population of 1415 and carried out an in-depth analysis into the selected
cases. Of these instruments, 46 per cent had been concluded for periods over
two years, which is the minimum term permitted under Chilean law; 32
different formulae for calculating productivity were found. The variables most
commonly used to measure productivity in those collective contracts and
agreements were volume of production, cost of production and company
profits. In 62.5 per cent of cases, the agreement set targets for future
productivity, linked to a result in terms of pay. In the remaining 37.5 per cent,
the criterion was the profits achieved by the company in a given year
compared with the previous 12 months.

The majority of collective contracts and agreements preferred to draw
up their terms on the basis of collective results, i.e. for all the company’s
workers and not on an individual basis. Normally, therefore, average
productivity was measured and not that of each worker. An intermediate
formula consisted of measuring productivity by work teams within the
company and awarding differential benefits to each team.

It is clear that the issue of productivity, quality and its relation to pay
and career is becoming a matter for trade union action at company level and
this will undoubtedly develop in the future. The reason is that at company
level, trade unions are becoming aware that considering the variables of
productivity, quality and efficiency when negotiating wages, conditions and
work patterns allows them to achieve better results and gives them more
opportunity to participate in and influence company decisions. Under the
conditions of strong domestic and international competition in which most
of them operate and in an open market system, company trade unions are
coming to understand that knowledge and management of these variables
in collective bargaining at company level strengthens their hand vis-a-vis
management and allows them to present options in the context of collective
bargaining suited to modern realities.

Policy of agreements on vocational education and training

Another novel approach that has recently been emerging in company
trade unions concerns the establishment in companies of bipartite committees



156 ORGANIZED LABOUR IN THE 21°" CENTURY

(management/unions) to draw up company training plans, to be financed
by the tax relief granted to companies by the state for that purpose. These
committees were set up under a new law passed at the end of 1997, and by
May 1999 a total of 435 companies had set up such committees. Trade unions
are still slow to push these initiatives and employers have not shown any
particular enthusiasm for them. However, it is estimated that this alternative
form of participation in an area of such importance will probably spread,
especially as the state offers a financial incentive in the form of tax relief to
companies that have this type of bipartite committee.

Summary of company level policies

The experiences described in the preceding sections show that a new
realism is emerging in trade union actions and strategies in the face of changes
and new conditions in the economy and society in the framework of
globalization. Indeed, these experiences concentrate on issues that are of
interest to both workers and employers. In this way, even when there is a
natural degree of confrontation between them, this type of agenda for
collective bargaining seems to be a positive help in getting both sides to reach
formal agreement on some of the more complex challenges of economic
globalization, such as raising productivity, quality, efficiency and upgrading
occupational skills. In addition, given that these approaches are part of the
collective bargaining process, they also help to moderate the tendency of
companies to impose terms on the above-mentioned matters in individual
contracts, without any opportunity for the worker to negotiate them and link
them to pay and other benefits.

What seems important is how trade unionists succeed in linking their
global policies appropriately and in a coordinated way with those at company
level. Up to now, there has been no conflict in theory but, in practice, they
have not always proved easy to reconcile, giving the impression of a national
leadership operating at macro level, based on a grassroots trade unionism
which is developing its own action strategies.

2.3 An overview of labour relations

To conclude this chapter, we would like to quote from a National Labour
Survey which was carried out by the Department of Labour, the agency
responsible for enforcing labour laws in Chile. This study, undertaken in 1998,
gives an interesting overview of labour relations on the basis of a
representative national survey, allowing us to have a better understanding
of the current background to trade union policies and actions.

In the chapter on “Labour relations: The players’ view”, we quote the
conclusion that:
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Both players, employers and workers, mostly agree that their relations are
cooperative. In a wide range of questions, both employers and workers are
very consistent in that view. Data on disputes (legal or de facto strikes or
stoppages) confirm the impression that there is a good labour climate in
companies and that open disputes do not occur. These assessments contradict
both the leading employers’ claims (manifestly anti-trade union) and the
constant claims by the CUT of persecution, obstruction and hostility to the
unions. This perception opens up an important field for analysis of the real
scope for development of institutional relations involving “mutual
recognition”, as we have called them to define a paradigm of modern labour
relations....

A simplistic interpretation might question the “veracity of the collected
opinion” and thus close the chapter on it. However, situated as they are in
a setting of building relationships, it seems more responsible in our view to
examine these opinions of actual players who (unlike the more political
players) are engaged in the day-to-day reality of production, and are thus
more nuanced and complex than those reflected in postures of a political and
ideological nature which have their own logic, rationale and even a certain
legitimacy in the political arena.

What the labour survey reflects (as well as the other studies on trade
unionism carried out by the Department of Labour) is that even against a
background of employers’ shortcomings, non-compliance with legislation,
conflicts of interest, unsatisfied demands and others, there is scope for
collaboration (which does not invalidate the conflict of interests) where the
players can agree and establish a framework of dialogue. The reason is that
there is no escaping the need in a social organization (such as a company)
to maintain certain bonds in order to attain the goals or fulfil the functions
for which it exists: workers to obtain remuneration for their work, employers
to produce goods or services and make a profit. The true mark of success
in a modern company is to reconcile profit and fair reward for labour, because
both the productive economy and “civilization” demand quality,
competitiveness and intelligence. And that means greater involvement of
workers in contributing to the attainment of goals.

Trade unionism is a reality that exists mainly in the largest, strongest and
most modern companies, and it acts as a valid counterpart to the employer.
Thus, the biggest challenge for trade union action seen against that
background is for both employers and workers in smaller companies to
understand that there are advantages in institutional relations and that
achieving them adds to the modernization of their operations.

There is also a challenge for the leading players, both employers and
workers. Social cohesion policies are viable if a more pragmatic view is taken



158 ORGANIZED LABOUR IN THE 21°" CENTURY

of the unresolved issues and employers’ traditional posture of unilaterally
imposing the conditions of power. There is an enormous range of urgent and
vital issues that need to be addressed to improve the working and living
conditions of the majority of the country’s workers. There is a process of
modernization in progress, which needs to be encouraged and completed if
Chile is not once again to become a “case of frustrated development” as a
brilliant intellectual once prophesied.

3. Conclusions
3.1 The new directions of social and economic development

The conflicts and challenges facing trade unionism, while reflecting in
the short and medium term the situations facing unions during the country’s
transition since 1990, have deeper roots in the need to find a place in the type
of society that is arising as a result of structural changes. The new order
involves changes to its traditional social constituency and new concepts of
the role of trade unionism.

All of this means that the traditional action model is under review and
that trade unionism, at international level, is engaged in a complex pursuit
of new ideas and strategies. This naturally generates tensions and
uncertainties which, in part at least, explain the difficult and uncertain times
we are passing though today. We shall examine this process below.

3.2 Tensions arising from changes in the traditional model of
trade union action

The process of shifting from one type of trade union action to another
creates tensions in adjusting to the new facts of life. In a world of rapid
economic, technological and political change, the social organization of
workers has faced enormous challenges in keeping up. It has meant not only
developing new forms of representation but also tackling the complex task
of re-examining social, economic and political ideas deeply rooted in the trade
union world, which were the basis of labour culture for over a century.

Unlike intellectuals, specialists and to some extent politicians, who can
respond to change more quickly, social movements need longer because
identifying, evaluating and adopting new social, political and cultural
approaches and finding new forms of organization and collective action
involves an arduous process of consultation with the grassroots. It also means
carefully collecting the objective and subjective views arising among the
grassroots in the face of change and identifying the costs and opportunities
involved. Social movements and trade unions especially are representative
players and, thus, they have to express the views of those they represent.
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Faced with change, therefore, social movements have traditionally suffered
periods of acute tension.

Many analysts, perhaps prematurely, then tend to conclude that these
movements and trade unionism in particular, have entered a crisis that might
even be terminal. Some thus foresee a kind of dissolution of the role
of trade unions in our societies. In my opinion, this conclusion is mistaken,
because it focuses on the transitional state, but does not consider the
long-term view.

While it is true that evidence at the international level, as well as in Chile,
suggests that membership and collective bargaining are tending to decline
and that there are difficulties in representing the new classes of workers
emerging from the changed economic structure and new patterns of
employment, and that the influence of the trade union movement appears
less decisive, it is important to look at the factors which explain these
situations and the way in which they are generating or forcing change in the
rationale of trade union action.

Today, just as at the time when the industrialist model of the economy
and society arose, changes are taking place in the old forms of organized
labour, the way labour markets are structured and operate, the use of
technology, the role of workers and institutionalization of labour. The above
is due to the introduction of a new development model, which is changing
the industrialist model.

The transition to this new situation involves adjustment and restructuring,
sometimes drastic, with severe effects on the old way the economy functioned,
resulting in reorganization of many sectors depending on their capacity to
adapt to the new competitive conditions in changing markets and to absorb
rapid technological change. Thus, the entire culture of labour, company
management and labour relations that had grown up is being affected.

This process of material and cultural change sets challenges that are
completely new to trade unionism, as they are to many other forms of social
representation, but it does not eliminate them. To accept that their
disappearance is inevitable would be to accept that society has been absorbed
by the market or by the state and has completely lost its ability to act
collectively. That hypothesis has no historical or sociological basis.

Our hypothesis, on the contrary, is that we are witnessing a progressive
replacement of one type of collective trade union action with another type
of action and representation that is seeking a place in the new social,
economic, technological and institutional conditions. This change is a complex
process, involving a major cultural transformation. The feeling of uncertainty
is thus persistent. The certainties of the past still often feel safer to many trade
unionists. It is an understandable reaction in a world where the basis of an
entire social history is being dramatically overturned.
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The fact is, however, that despite this fundamental change, there is no
evidence that trade union action has been replaced by a preference for
individual action, as suggested by some analyses. Nor is there any evidence
of the emergence of other forms of representation apart from trade unions
in companies or services, where workers are in a position to act collectively.

Trade unions are undoubtedly facing challenges to their traditional model
of action, but they have not been overtaken by other forms of representation
or the individual option. On the contrary, trade unionism has survived the
fierce attacks unleashed by orthodox neo-liberalism, which defined it simply
as an obstacle to the free operation of the market and sought to eliminate
it wherever the opportunity arose. That first victory demonstrated the
historical, sociological and political truth that society cannot exist without
players and thus without negotiation of interests. And it is not an
inconsequential fact, since it shows the potential of collective action and its
cultural permanence in the world of labour. Trade unionism, although
weakened in many areas, under tension, seeking new options, is operating
as a player in the process.

Although its action is still defensive and its ability to put forward
proposals often limited, this also shows that it continues to be an active
partner. The recent example of the countries where trade unions have
successfully taken part in social and economic debate confirms the above.

For this reason, it is a player that cannot be excluded from the pursuit
of a new consensus in the world of labour. Without collective representation
of workers’ interests it will be difficult to achieve and maintain such
consensus.

Chilean trade unionism is not immune to the situation discussed above.
Its crises certainly include local components, but their underlying causes
cannot be understood unless they are placed in the context of the
contemporary changes we have outlined above. Such a view does not mean
that we can ignore the issues of leadership and direction nowadays faced by
its top leaders, but they entitle us to take a broad view of this social and
cultural phenomenon, and not confine our understanding to a limited
economic perception.

3.3 Prospects and challenges for the construction of a new model
of action

We shall examine here the emerging international trends which can also
be found in Chile, albeit in incipient form and with features specific to national
circumstances. We will highlight emerging approaches, since they seem to
be an appropriate basis for identifying the lines of action which will influence
the strategic development and social policy of Chilean trade unionism in
the future.



TRADE UNION RESPONSES TO GLOBALIZATION. CHILE 161

First, the trade union debate shows the beginning of a process of reflection
aimed at identifying a new form of trade union action, designed to absorb
change without abandoning its identity as a movement which represents
a social class: the workers. The debate that is beginning concerns the
identity and definition of this social class in contemporary terms. It is
necessary to decide how to represent its interests without abandoning
the traditional nature of social representation, yet accepting that the
sociological concept of the workers has lost its specific meaning. This core
idea, that trade union action means representation of a social class, is
extremely valuable in countering the argument advanced by orthodox
neo-liberalism and post-modernist cultures, that modern society is
defined by individualism and denial of the existence of class interests.
If trade unionism, as a result of this reflection, manages to absorb the
new economic, technical and political facts of life, take up the gauntlet
of change, but at the same time reassert its traditional involvement in
guiding that change and representing workers’ interests, it will probably
succeed in reconciling its traditions with the challenges of the future. This
seems important because in its defence of the social class it represents
there is an adversarial dimension to trade unionism which society needs
to preserve as a counterweight to economic power and state power. That
is why, just as it is necessary for all social forces to be represented in the
political system in order to ensure pluralism and act as a safeguard, the
same capacity must be ensured in labour relations.

Second, the younger leaders especially value the development of a vision
which is more consistent with relations between the economy and social
results. This, too, is significant, since the characteristic that in the past
marked not only the trade union view but also the political and
intellectual views of the so-called progressive sectors, was emphasis on
the distribution of the fruits of development and an aspiration to
egalitarianism. But that vision, although unquestioned from the point of
view of inequalities and the need for social integration, overlooked or
paid less attention to the need for growth and the requirement for
regulation to achieve the necessary balances in a healthy economy within
a legal framework. Thus, for example, the growth in wages and stable
employment were often approached as variables which were relatively
independent of other factors such as productive investment, labour
productivity and the need to adjust the economy, including labour, to
market cycles. Increasing wages and ensuring stable jobs for the employed
seemed more linked to the political will to achieve it than the capacity
to generate sustained growth to achieve those results. This one-
dimensional view has its counterpart in that other, neo-liberal, one-
dimensional view, that growth alone provides access to opportunities for
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progress and quality of life. It is thus encouraging to see that trade union
thinking is moving towards a multi-dimensional vision which combines
the idea of growth with integration and distribution, i.e. with fairness.
Development is thus viewed at the same time as a step in the direction
of sustained growth and as active policies for generating greater
opportunities for a better quality of life for all. This multi-dimensional
view is also expressed in the design of a labour policy towards which
the new trade union view appears to be moving steadily closer. Under
the old approach, labour policy often tends to be seen as the “social” part
of economic policy. A kind of counterweight. If the former imposed limits
and restrictions, the latter should provide protection against them. Under
the new approach, trade unionism is trying to combine growth policy
with labour policy, seeking to ensure that both follow the same path in
creating sustained growth and distribution of the results, but sharing
restrictions and possibilities.

iii. Third, the idea that achieving a greater share of trade union power and
participation was in itself sufficient to produce decisions favourable to
workers’ interests is being questioned. From that point of view (and this
is new), restrictions on the functioning of the economy tended to be seen
as variables relatively dependent on power and political will, i.e.
manageable by these factors. Experience of trade union action seems to
have shown that political will is not enough in itself to manage these
restrictions and that it is also necessary to accept reasonable criteria for
setting objective limits to regulate the economy, which may act as a
counterweight to political will. The goals of controlling inflation and
linking incomes to productivity, two of today’s key themes, demonstrate
this. It can also be seen that trade union thinking considers that such
regulation cannot be effective unless it is the result of decisions based
on fundamental consensus between the players concerned: workers,
employers, consumers and various political representatives. The view is
thus emerging that political will must be subject to the negotiation of
stable support for economic decisions.

iv. Fourth, as shown by the seminars organized by the Productive
Development Forum in 1987, a new culture in relationships within the
company is emerging. In the seminars, designed to present successful
examples of labour relations in real companies, it was noteworthy that
the company was identified as the favoured level to deal with
technological change, changes in work organization and the new forms
of competitiveness and quality affecting working life. In the present
circumstances of international competition and rapid technological
change, companies have the first direct experience of the changes that
later appear as more general phenomena. The role of collective
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agreements and new management methods is coming to be appreciated
as an important area for trade union action in developing new labour
relations, as a basis for more general debate, at branch or national level,
on critical issues such as flexibility and deregulation. The above does not
mean that the sectoral or national level will not continue to be considered
as an important strategic level on many matters, but it shows that trade
unionism is placing greater value on action at company level.

v. Fifth, the trade union debate concerns the development of forms of
representation consistent with the new economic, technical and social
conditions. This has been discussed in many meetings with federations
and trade unions organized recently by the Ebert Foundation, among
others. The meetings highlighted analyses suggesting the value of
reviewing the structure of representation peculiar to the industrialist
model. The review coincides with the search for a new enterprise culture,
which gives a greater role to this level, seeking to link it more closely
with the branch and national levels. But other areas of innovation seem
to be emerging. These include concern for more democratic methods of
choosing leaders. This is because the leadership crisis currently facing
trade unionism in Chile has shown that it is becoming more and more
urgent to identify the type of representatives suited to the new classes
of workers emerging from the technical and organizational change.

The above considerations are leading many national trade union leaders
to suggest that greater attention should be paid to leadership within
companies, strengthening the trade union career path from the bottom up.
It is hoped in this way to strengthen the link between middle and higher
management, and also to create a type of representative firmly linked to the
new processes of change and capable of meeting their demands.

In addition, in the regions and major federations, the idea is emerging
that it is necessary to try greater decentralization, so that the local and regional
levels of branch federations acquire greater ability to establish horizontal links
between unions within and between branches, and with public and private
authorities at that level. If this can mature into a new trend, it may allow
a better examination of labour markets and other issues linked to access to
services in health, housing, pre-school care, training and other matters. The
organization of trade union solidarity, one of the major tasks of trade
unionism, may find new areas to work in.

Another subject that emerged in the trade union and specialist seminars
was how to strengthen trade unionism in a manner consistent with the new
types of contracting. It is necessary to pay more attention to the requirements
and specific characteristics of casual, migrant, piece-and subcontract workers,
which differ from the traditional permanent company union representation.
Given that the trade union base may constantly have to change with this type
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of worker, the value of strengthening their capacity of representation within
the federation and national level is a crucial element. Moreover, it is precisely
in these new sectors that anti-trade union behaviour by many employers is
most prevalent, which underlines the need to strengthen workers’
organization.

In general, decentralizing and diversifying the trade union structure,
while maintaining the links between the three traditional levels (grassroots,
branch and national) seems to be an important criterion emerging from the
new debate.

All the above probably requires the design of appropriate bodies at
federation and national level to coordinate and develop the new forms of
decentralization and diversification. But at this level, perhaps the biggest
challenge is to consolidate a stable institutional framework that combines
adjustment to the new forms of representation described above with growing
technical expertise to support federation and grassroots activities, especially
in collective bargaining, as well as being able to make proposals concerning
major national issues. The national level can thus be a key area for the
formulation of global strategies, to guide trade union action implemented
through a more decentralized and diversified structure. The national trade
union leadership must play a role that is more about strategic policy and
national coordination, supported by better developed structures at federation
and company level. Monitoring of technical and economic change will no
longer be just a macro issue, but increasingly the result of individual
observation at the face of productive activity and services. Such observation
will allow the elaboration of new conceptual approaches, identification of the
demands of the emerging classes of workers and the construction of a pattern
of representation suited to the challenges of a changing society.
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Union responses to a changing
environment: The New Histadrut —
The General Federation of Labour
in Israel

Roby Nathanson and Associates

1. Introduction

The Histadrut was founded 80 years ago as a surrogate for the state
administration which did not exist at that time. Even after the State of Israel
was founded in 1948, the Histadrut continued to play a general economic
and social role in expanding the industrial sector and providing health care,
including medical insurance. Especially during the early years, the Histadrut
continued to fulfil many national functions, such as immigrant absorption,
rural settlement, and industrialization. Its role in those areas gradually
diminished, but its involvement continued to affect the organization, in
various ways and degrees, until the end of 1994. Only when the National
Health Insurance Law of 1995 separated the Histadrut from health care did
the organization become predominantly a trade union.

Considering the singular role played by the Histadrut, one that went far
beyond any model of trade unionism, it is impossible to detail its history or
the evolution of its structure and policies in one short report.! Therefore,
we must limit ourselves to summarizing the milestones in its recent
development. We include a very brief review of the Histadrut prior to 1995,
as background to the current special difficulties it confronts in addition to
the challenges facing trade unions in general.

1 The Histadrut has been discussed extensively in many works. See for example: Tabb, J.Y.
et al: (1961), Industrial relations in Israel, Dvir. Tel-Aviv (Hebrew); Shirom, A.: (1983), An
introduction to industrial relations in Israel, Am Oved, Tel-Aviv (Hebrew); Bartal, G.: (1991)
The General Histadrut, structure and functions, Histadrut Publications, Tel-Aviv (Hebrew);
Galin, A.; Harel, A.: (1978) Development and change in the industrial relations system in Israel,
Massada (Hebrew); Tabb, J.Y.; Goldfarb, A.: (1971) Workers’ participation in management,
Pergamon Press. Sobel, 1.: (1963) “Israel”, in Calenson, W. (ed.): Labor in developing economies,
University of California Press.
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1.1 Background: The Histadrut prior to 1995

Before 1995, the Histadrut’s main characteristics were its broad
membership base and its diverse objectives. Many different units were
gathered under its roof. These units often had little in common with
traditional trade unionism and some of them could even be considered
incompatible with each other or with trade union goals.

Spheres of activity

The Histadrut’s main spheres of activity, as expressed in its major
subdivisions, were:

Provision of health care: The General Sickness Fund (Kupat Holim Klalit),
established as an organ of the Histadrut in 1923, remains the largest sickness
fund and health care organization in Israel. Until the National Health Insurance
Law was enacted in 1995 it was the only fund that accepted members
regardless of their socioeconomic status or medical condition. It runs
hospitals, convalescent homes, neighbourhood clinics and specialized medical
facilities throughout the country.

Economic development and employment: This was primarily the function of
the economic division (Hevrat Haovdim). Established in 1923, it was originally
designed as a mechanism for creating employment and providing services
to Jewish immigrants in Israel. It included manufacturing, construction,
marketing, banking and insurance concerns owned by the Histadrut (known
as The Institutional Economy). It also included what was termed the
“cooperative sector”, owned directly by the members. The “cooperative
sector” includes the kibbutzim and moshavim (at that time agricultural
settlements) as well as their marketing organizations. The dual function of
trade union organization and industrial ownership were a feature of the
Histadrut for more than 40 years after the establishment of the State of Israel.
Hevrat Haovdim provided steady employment, and sometimes the only
employment in peripheral townships; it was also a leader in establishing fair
working conditions. It has been argued that the recession in Israel in the mid-
1980s revealed many of the organization’s inefficiencies. The consequent
reorganization, concluded in the early 1990s, resulted in a gradual
privatization of the Histadrut-owned “economy.”

Trade unionism: Histadrut members are assigned to individual trade
unions according to economic branch, occupation and/or employer. In 1994,
there were 44 national trade unions, of which 19 were based on occupation/
profession (engineers, social workers, artists, etc.), 19 on industrial branch
(textiles and clothing, metals and electronics, construction), and six on
employer (government employees, civilian employees of the Israel Defence
Forces, etc.). Trade union activity was coordinated by the Trade Union
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Division. Contrary to practice in most unions, membership in the Histadrut
was general, i.e. individuals joined the cover organization as such, rather than
a specific trade union. Afterwards, they were assigned to a union, according
to their occupation and/or place of work. Formally, members belonged to
a single trade union, but this assignment was a complex procedure because
multiple, parallel bases of membership existed (for example, an engineer in
industry could be placed according to profession or industrial branch).The
trade unions were represented at local level by Histadrut councils, known
as local Works Councils (numbering 72 in 1994) and by shop committees in
the separate firms. Legally, the Histadrut organs — not the shop committees
— represent the workers.

Women’s rights: In addition to a special department in the Trade Union
Division devoted to women’s employment issues, a separate organization,
Na’amat, was established to promote women'’s issues and rights in all spheres
of life. In addition to proposing legislation and campaigning for gender
equality, Na’amat operates a chain of subsidized daycare centres and
kindergartens as a service for working women.

Social security: The Histadrut established pension funds for workers based
on contributions from employers and employees. It owns and operates a chain
of relatively inexpensive retirement homes and provides low-interest loans
for the needy.

Other services: Additional divisions of the Histadrut structure provided
other services, which either supplemented or parallelled state services. The
most significant divisions were: culture and education; vocational training;
youth movements; athletics; consumer protection; immigrant absorption and
development; religious affairs; and many more.

Internal structure

Before 1995, the Histadrut was geographically dispersed, although
decision-making power rested with a small number of highly centralized
internal institutions.

By 1994, the Histadrut employed a staff of almost 4,000 in its central
organizations and local councils, not including the General Sickness Fund,
the Economic Division, social security and pension fund administration, the
staff of schools and day care centres, or most of the representatives to national
and local conventions.

The elected central institutions were the major governing and policy-
making organs at national level. These were the National Convention, the
Council, the Executive Committee which elected the Centra