
A SPECIAL NOTE TO STUDENTS

My goal in writing this book is to create the foundation for you to learn about the important issues and concepts 

in labor relations in an engaging and enjoyable fashion. Studying labor relations can be both intellectually stimu-

lating and fun! Labor relations have been influenced by everything from violent strikes to religious writings, from 

libertarians to Marxists, from radical union leaders to great industrialists. You will encounter two characters 

named Big Bill, the brazen yet grandmotherly Mother Jones, and the still-missing Jimmy Hoffa—not to mention 

the colorful language of labor relations, which includes yellow dog contracts, the blue flu, hot cargo, whipsawing, 

and a narcotic effect. You can enrich your studies by listening to union folk songs and watching Norma Rae, On 

the Waterfront, Matewan, Billy Elliot, Pride, and other films. Studying labor relations draws on scholarship in 

industrial relations, management, economics, history, psychology, sociology, political science, law, working class 

and women’s studies, and philosophy, and I hope you find this diversity both stimulating and interesting.

At the same time, labor relations can be controversial, and many people have strongly formed opinions about 

labor unions even if they’ve had little or no firsthand experience with them. I encourage you to approach this 

book and your labor relations course with an open mind. As you will see, whether labor unions are good or bad 

depends largely on how one thinks the employment relationship works, especially the extent to which one believes 

that labor markets are competitive. You do not need to change your beliefs about the employment relationship 

(and by extension, labor unions), but you do need to understand other perspectives and respect those with other 

views—just as they must respect your viewpoint. Try to learn from your classmates with different perspectives and 

engage them in reasoned and respectful discussions with an open mind. I’ve worked hard to include diverse 

materials in this textbook to help you understand labor relations from multiple perspectives and to foster lively 

classroom exercises and discussions. Be an active yet respectful learner in your classroom.

U.S. labor relations are often equated to negotiating thick contracts full of detailed work rules. This is unde-

niably an important part of labor relations, and it will receive the necessary attention in this book; but do not 

sell labor relations short by limiting your expectations to this narrow view. I wrote this book so you can learn 

not only how the traditional labor relations processes (like negotiating contracts) work but also why these processes 

exist. Ultimately, labor relations are not about negotiating work rules—they are about trying to balance the eco-

nomic and human needs of a democratic society and foster broadly shared prosperity. As you learn about the 

existing processes, continually ask yourself how they contribute (or not) to balancing these needs, and whether 

there are better ways of achieving these objectives—with traditional unions, with new types of unions, or without 

any unions at all—in the 21st century world of work. Even if you are a current or future manager or union leader 

with practical concerns, understanding the pros and cons of the labor relations processes—not just simply grasp-

ing how things currently work—is necessary because the labor relations system is in flux. Designing new policies, 

practices, and strategies that are effective hinges on a deep understanding of the employment relationship and 

the past, present, and future of labor relations.

Enjoy your stimulating journey through the fascinating world of labor relations!

John W. Budd
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Preface

The traditional approach to studying U.S. labor relations focuses on an uncritical explora-

tion of how the existing labor processes work: how unions are organized, how contracts 

are negotiated, and how disputes and grievances are resolved. And because U.S. unions 

have typically used these processes to win detailed work rules, there is a tendency to 

equate labor relations with work rules and therefore to structure labor relations courses 

and textbooks around examination of these work rules. In other words, traditional labor 

relations textbooks are dominated by rich descriptions of the how, what, and where of the 

major labor relations processes. But what’s missing is the why. Labor relations are not 

about work rules. Labor relations processes and work rules are simply a means to more 

fundamental ends or objectives. What are these objectives? Under what conditions are 

collectively bargained work rules a desirable or undesirable method for achieving these 

objectives? In the 21st century world of work, are there better ways of pursuing these 

objectives? These are the central and engaging questions of labor relations—questions 

ignored by textbooks that narrowly focus on how the existing labor relations processes 

and detailed work rules operate in practice.

The importance of moving beyond a process-based focus in studying labor relations is 

underscored by the fact that today’s labor relations processes are under attack from all 

directions. Business professionals, labor leaders, and diverse academics frequently criticize 

the operation of contemporary U.S. labor relations, albeit usually for different reasons. 

Analyzing whether the labor relations system needs updating and evaluating alternative 

options for reform requires an intellectual framework that is rooted in the objectives of 

the employment relationship. A description of how the current processes work without 

any discussion of what the processes are trying to achieve fails to provide the basis for 

determining whether the processes are working and fails to supply metrics for judging 

alternative strategies, policies, and processes.

This textbook presents labor relations as a system for striking a balance between the 

employment relationship goals of efficiency, equity, and voice and between the rights of 

labor and management. It is important to examine these goals to discover what motivates 

contemporary U.S. labor relations processes and to evaluate whether these processes 

remain effective in the 21st century. What are the differing assumptions (such as whether 

labor markets are competitive) that underlie alternative mechanisms for achieving effi-

ciency, equity, and voice? Why is a balance important? These questions provide the frame-

work for analyzing the existing processes—especially organizing, bargaining, dispute 

resolution, and contract administration—as well as the major issues facing these processes—

particularly the need for employee involvement, labor–management partnerships, and 

workplace flexibility in the context of globalization and financialization. Another recurring 

theme is that the current processes are one option for balancing workplace objectives and 

rights, but that this system is under fire from many directions. The book therefore con-

cludes with chapters to promote reflection on the strengths and weaknesses of the current 

system and the possibilities for reform. This material includes a comparative examination 

of labor relations systems in other countries and a consideration of varied U.S. reform 

proposals that include changes in union and corporate behavior as well as public policies.

This textbook thus replaces the tired paradigm of “labor relations equal detailed work 

rules” with the dynamic paradigm of “labor relations equal balancing workplace goals and 

rights.” This is not to say that the existing processes are unimportant. Labor law, union 

organizing, bargaining, dispute resolution, and contract administration are central topics 

that are thoroughly covered in the heart of this book using diverse historical and contem-
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porary examples. Current and future labor relations practitioners will certainly learn the 

ins and outs of the traditional labor relations processes. But this is no longer sufficient 

for effective practice because labor relations practices are in flux. Indeed, recent move-

ments in various states to change public sector labor relations or implement right-to-work 

laws, the Supreme Court’s landmark Janus decision, and the new dynamism around teach-

ers strikes and worker centers, highlight the unsettled nature of contemporary labor rela-

tions. As such, the labor relations processes are not presented in this textbook as 

self-evidently good; they are placed in the broader context of the nature of the employment 

relationship to foster a deep understanding of labor relations. The logic and relevance of 

the existing labor relations processes are more readily understood when explicitly linked 

to the beliefs about the employment relationship that underlie these processes. This deep 

understanding further provides the foundation for critically evaluating future directions 

for labor relations and labor policy—what labor relations strategies, policies, and practices 

can most effectively balance the workplace goals and rights of workers and employers in 

the environment of the 21st century?

ORGANIZATION
Labor Relations: Striking a Balance has four parts and is written for upper-level under-

graduates and professional-level graduate students. Part One provides the intellectual 

framework for studying labor relations. Chapter 1 sketches the major concerns in labor 

relations within a context explicitly rooted in the objectives of the employment relationship 

(efficiency, equity, and voice) and of labor relations (striking a balance). In Chapter 2, 

four different views of labor unions in the employment relationship are presented from 

the perspectives of neoliberalism, human resource management, industrial relations, and 

critical (or radical or Marxist) industrial relations. The industrial relations viewpoint 

shapes the existing U.S. policies on collective bargaining, so a thorough understanding of 

this school of thought is essential, and this understanding is best achieved through con-

trasts with the other three schools.

Part Two focuses on the New Deal industrial relations system—today’s U.S. labor relations 

system: its historical development (Chapter 3), labor law (Chapter 4), the strategies and 

organizational structures used by labor and management and the environmental constraints 

they face (Chapter 5), how new unions are organized (Chapter 6), how contracts are nego-

tiated (Chapter 7), how bargaining disputes are resolved (Chapter 8), and how grievances 

over contract administration are resolved (Chapter 9). Part Two provides a thorough under-

standing of these processes to help develop effective management professionals and labor 

advocates, as well as for thinking more critically about future directions for U.S. labor 

relations. Part Three focuses on four issues that are putting particular strain on the New 

Deal industrial relations system in the 21st century: the evolving nature of work and how it 

is structured (Chapter 10) as well as globalization and financialization (Chapter 11). These 

are important issues for business, policymakers, and labor unions and also reflect struggles 

with efficiency, equity, and voice and trying to balance labor rights and property rights. 

Consequently, these issues are critical for both policy and practice.

The goals of Parts One, Two, and Three are to develop a deep understanding of the 

current state of U.S. labor relations—its goals, major processes, and current pressures. But 

many individuals from nearly every viewpoint—pro-business or pro-union, liberal or con-

servative, Republican or Democrat, academic or practitioner—have called for reform of 

the existing U.S. labor relations system. Thus, Part Four reflects on the current state of 

U.S. labor relations and options for reform. Other countries wrestle with the same goal 

of balancing efficiency, equity, and voice, and Chapter 12 presents some comparative 

examples of different labor relations systems. In a global economy it is important to 

viii Preface
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understand how things work in other countries to be a better manager or labor leader, 

but there are also lessons for reflection and reform. The concluding chapter returns to 

the starting questions: What should labor relations do? What should labor relations seek 

to accomplish? And in light of the material in the rest of the book, what reforms are 

needed—in union strategies, corporate governance and social responsibility, and labor law? 

Chapter 13 therefore integrates the past lessons with directions for the future. Throughout 

the chapters, engaging historical and contemporary examples are combined with concrete 

issues for both practice and policy to develop a deep understanding of the past, present, 

and future of U.S. labor relations for managers, unionists, workers, and anyone concerned 

with the employment relationship. Much of the material has important implications for 

nonunion managers, too.

The first five editions of Labor Relations: Striking a Balance were well received by 

instructors and students alike. In fact, the first edition was recognized with a Texty excel-

lence award from the Textbook and Academic Authors Association for the best textbook 

in accounting, business, economics, and management in 2005. This sixth edition continues 

to refine and update rather than overhaul the successful approach of the earlier editions. 

The fifth edition added a nonunion application to each chapter, and now the sixth edition 

adds a new “practically speaking” feature throughout the text in which management, labor, 

and neutral labor relations professionals give practical words of wisdom connected to the 

concepts being presented. Chapter 10 has been significantly re-written under the new title 

“The Evolving Nature of Work,” and includes new sections on unions in the fissured 

workplace, unions in the gig economy, and automation and the future of work. Elsewhere, 

a discussion of the landmark Janus decision has been incorporated, including a consider-

ation of what this might mean for the future. Changes that the Trump NLRB has enacted 

or has signaled an intent to consider have also been incorporated, along with the labor 

rights issues embedded in the United States-Mexico-Canada Agreement that will replace 

NAFTA if it is ratified. Updated statistics, improved tables, and updated references appear 

throughout the text.

KEY FEATURES
• Extensive supporting pedagogical materials (discussed below).

• A rich intellectual framework for understanding both the current labor relations system 

and possible alternatives. This framework focuses on three conceptual elements: the 

objectives of the employment relationship (efficiency, equity, and voice), the objectives 

of labor relations (striking a balance), and differing views of labor markets and conflict.

• Comprehensive, even-handed coverage of the New Deal industrial relations system—

including history, law, and all the major labor relations processes—as well as current 

issues (workplace flexibility, labor–management partnerships, the fissured workplace, 

globalization, and financialization) and multiple alternative directions for union strate-

gies, corporate behavior, and labor law. Engaging historical and contemporary exam-

ples illustrate many issues; these examples are drawn from a wide variety of industries, 

occupations, and demographic groups.

• Discussion of whether workers’ rights are human rights. Moreover, the clash between 

property rights and labor rights is highlighted as a central conflict in labor relations. 

This theme is used to increase the understanding of the legal doctrines that underlie 

the labor relations processes by seeking to balance these competing rights.

• A serious treatment of ethics integrated throughout the text. Unlike any other labor 

relations textbook, major ethical theories and principles are discussed (Chapter 5). 

Many chapters ask students to apply these principles to important labor relations issues.

Preface ix
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• Contemporary management and union strategic issues integrated throughout the text, 

including integrative bargaining, workplace flexibility, work teams, leadership, change 

management, the organizing model of union representation, and social movement 

unionism. Nonunion applications appear in every chapter, and practical pieces of 

advice are included in multiple places.

• Separate chapters on globalization/financialization and comparative labor relations sys-

tems. The comparative chapter discusses labor relations in representative industrialized 

countries (Canada, Great Britain, Ireland, France, Germany, Sweden, Australia, and 

Japan) as well as in Mexico, central and eastern Europe, China, and other Asian 

developing countries, along with the debate over convergence of policies and practices. 

The globalization and financialization chapter is unique among labor relations text-

books and explores the pros and cons of globalization, debates over free or fair trade, 

the use of corporate codes of conduct and the International Labour Organization to 

promote workers’ rights, transnational union collaboration, issues for international 

managers, multiple dimensions of financialization, and ethical concerns.

• Issues specific to public sector labor relations integrated throughout the text rather 

than relegated to a special topics chapter.

• Explicit discussions of four schools of thought about the employment relationship—

neoliberalism, human resource management, pluralist industrial relations, and critical 

industrial relations—and the importance of these different perspectives in understanding 

conflicting views of labor unions and labor policies.

• Inclusion of diverse scholarship on labor relations incorporated throughout the text to 

promote a broad understanding of the subject and to create an engaging, interesting 

book for the reader that draws on many disciplines and perspectives.

• Appendixes including the full text of the National Labor Relations Act, the United 

Nations’ Universal Declaration of Human Rights, and a sample NLRB decision.

• The Zinnia and Service Workers Local H-56: An accompanying online bargaining 

simulation for students to experience the collective bargaining process by renegotiating 

a hotel’s union contract. The simulation is structured around websites for the hotel 

and the union, and all the necessary materials are online at www.thezinnia.com.

LEARNING AIDS
Labor Relations: Striking a Balance combines a rich intellectual framework and the latest 

issues and debates in labor relations with extensive pedagogical aids. My teaching phi-

losophy embraces contemporary developments in learning theory by using active learning 

strategies that are responsive to diverse learning styles. In my own teaching of labor rela-

tions, this approach has resulted in a stimulating classroom environment as well as mul-

tiple teaching awards. Helping instructors create similar learning environments to facilitate 

enriched student learning is an important objective of this textbook. Significant learning 

aids in this textbook include the following:

• Numerous case studies to promote classroom discussion appear throughout each chap-

ter. Tables and figures also summarize and reinforce important elements of each chapter.

• Varied active learning exercises to foster an active learning approach and increase 

student participation are included in the text and supplementary materials.

• Each chapter begins with an advance organizer, list of learning objectives, and outline 

to prepare students for the chapter’s material. Each chapter concludes with a list of 

key terms (boldfaced in the chapter) and reflection questions.

x Preface
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• Visual learning aids such as diagrams, pictures, cartoons, time lines, and charts help 

students with diverse learning styles connect with the material. Each chapter also 

includes two online exploration exercises integrated into the flow of the text to help 

learners engage with the material.

• Ten labor law discussion cases in Chapters 4, 6, 7, 8, 10, and 11 help students apply 

important legal concepts. An additional 10 grievance discussion cases in Chapter 9 

help students wrestle with the central elements of contract administration. A sample 

NLRB decision is also included in Appendix C.

• The accompanying web-based bargaining simulation at www.thezinnia.com also pro-

motes active learning. Rather than reading a spoon-fed narrative, students must explore 

the websites of a fictitious employer and union to learn about the bargaining environ-

ment.

TEACHING AIDS
Labor Relations: Striking a Balance includes and with a variety of teaching aids to help 

instructors create a dynamic learning environment.

Instructor Library

The Connect Instructor Library is your repository for additional resources to improve 

student engagement in and out of class. You can select and use any asset that enhances 

your lecture.

The Library for the sixth edition includes the following resources:

• The detailed instructor’s manual contains

• Chapter outlines, learning objectives, lecture ideas, teaching tips, active learning 

exercises, ideas for using technology in the classroom, and suggestions for videos 

and other supplementary materials, along with a glossary of key terms and answers 

to the end-of-chapter questions.

• Detailed teaching notes for all of the text’s 20 labor law and grievance cases that 

appear in Chapters 4, 6, 7, 8, 9, 10, and 11.

• Tips and hints for using the accompanying online collective bargaining simulation, 

The Zinnia and Service Workers Local H-56 (available at www.thezinnia.com).

• A unique “Pedagogical Introduction to Teaching Labor Relations” that discusses the 

use of active learning techniques and other best practices to help instructors engage 

students with diverse learning styles.

• The revised test bank contains approximately 100 questions per chapter and consists 

of multiple-choice, true/false, and essay questions; correct answers are accompanied by 

page references and tags indicating level of difficulty.

• PowerPoint presentations outline the important concepts of each chapter and reference 

relevant text exhibits.

Preface xi
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Foundations
It is tempting to study labor relations by focusing on how the key processes 

work, such as how union contracts are negotiated. But we cannot effectively 

understand these processes unless we know both what they are trying to 

achieve and how they fit with the employment relationship. The first two chap-

ters therefore provide a foundation for studying labor relations by introducing the 

key issues and problems in contemporary labor relations within a context that 

emphasizes the objectives of labor relations and alternative models of the 

employment relationship.

Chapter 1 ~  Contemporary Labor Relations: Objectives, Practices, and  

Challenges 3

Chapter 2 ~  Labor Unions: Good or Bad? 27

Part One
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On February 22, 2018, widespread frustration coalesced into 20,000 West Virginia teach-

ers launching a statewide strike, even though West Virginia forbids them from striking. 

Several weeks later, statewide teacher strikes burst to life in Oklahoma and Arizona when 

another 30,000 teachers struck over low pay and reductions in state funding for public 

education. These strikes were supported by many others through tweets, re-tweets, online 

petitions, Facebook pages, and other social media actions. In November 2018, more than 

20,000 Google employees from around the globe joined the #GoogleWalkout and dem-

onstrated for a day in protest over Google’s handling of sexual harassment cases and to 

Advance Organizer

You probably have preconceived notions about 

labor relations and labor unions—perhaps from your 

parents, from the news media, or from personal 

experiences. Now it is time to think more carefully 

about labor relations in an open-minded way. The 

starting point for studying labor relations is consid-

eration of the objectives of a labor relations system. 

Specifically, the U.S. labor relations system attempts 

to balance the objectives of employees, employ-

ers, and society; but this system faces significant 

pressures and continues to be criticized from many 

directions.

Learning Objectives

By the end of this chapter, you should be able to:

1. Understand why studying labor relations is impor-

tant and how the subject can be fascinating.

2. Define the objectives of the employment 

 relationship (efficiency, equity, and voice) and of  

labor  relations (striking a balance).

3. Describe the basic features of the contemporary 

U.S. labor relations system—collective bargaining, 

detailed union contracts, and private sector union 

density decline.

4. Discuss the current pressures on the U.S. labor  

relations system—on the corporate side, workplace 

flexibility, and employment involvement (stemming 

at least partly from globalization); on the labor side, 

low union density, a representation gap, and 

 difficulties in organizing new workers.

Contents

The Objectives of Labor Relations 5

Conflicting Goals Mean Balancing Rights 9

Contemporary U.S. Labor Relations 10

The Continued Relevance of Labor Relations 15

Contemporary Labor 
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Practices, and  
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4 Part One Foundations

demand change. Indeed, throughout history individuals have used collective action to 

voice dissatisfaction and to seek change. It is for these reasons that millions of people in 

all kinds of  occupations—perhaps your parents, your grandparents, or even you—have 

joined and been represented by labor unions around the world.

Although many labor unions today are large, bureaucratic organizations, the essence 

of a labor union is a group of workers who join together to influence the nature of their 

employment. Perhaps they are seeking improved wages and benefits, protection against 

arbitrary treatment and discharge, or a greater voice in workplace decision making. Even 

retired managers and executives turn to collective action to redress perceived injustices, 

as with the formation of the Association of BellTel Retirees and other retiree organizations 

to challenge unilateral corporate reductions in pension cost-of-living increases and health 

care benefits for retirees. From the worker’s perspective, this is fundamentally what labor 

relations are about: collective work-related protection, influence, and voice.

For employers, in contrast, labor relations are about managing relationships with 

employees and labor unions in ways that promote organizational goals such as profita-

bility (in the private sector) or cost-effective service delivery (in the public sector). Non-

union employers typically pursue these goals by trying to remain union-free through 

preventive labor relations strategies. These strategies can range from aggressive union- 

busting tactics that scare workers away from unions to progressive human resource manage-

ment tactics that seek to make unions unnecessary. Unionized employers might also try 

to undermine labor unions by using these same strategies, but most deal with their unions 

constructively, primarily through collective bargaining, adhering to the resulting union 

contracts, and resolving disputes through grievance procedures. Competitive pressures are 

thereby transferred to the bargaining table, where managers try to keep their wage and 

benefit costs in line with those of their competitors, and try to negotiate for work rule 

changes when additional flexibility is needed.

Society, too, has an important stake in labor relations. The Occupy movement’s 

slogan “We are the 99 percent” has raised awareness about the dramatic increase in 

income inequality that has occurred in recent decades.1 At least part of the cause of 

this increase has been the weakening of labor unions, and these inequalities burden 

taxpayers and can destabilize society.2 Strikes and other forms of labor–management 

conflict can deprive consumers of goods and services and can even jeopardize safety: 

for example, hospital strikes increase mortality rates, and defective Firestone tires that 

caused numerous deaths were significantly more likely to have been produced during 

two critical periods of labor–management conflict when managers demanded conces-

sions and when permanent strike replacements were used.3 At the other end of the 

spectrum, labor–management relationships that produce well-trained and motivated 

unionized employees produce clear benefits for society, such as the thousands of police 

officers, firefighters, nurses, and other unionized rescue and health care workers who 

work around the clock heroically protecting and saving lives in dangerous conditions. 

Labor relations can also serve democracy by allowing labor unions to promote the 

decent working and living conditions that free and equal citizens deserve, and by 

fostering workers’ voice in the political arena.4

Employees, employers, labor unions, the public, and policymakers therefore are affected 

by the major processes of labor relations. Consequently, studying labor relations frequently 

emphasizes these processes—the union organizing process (how unions are formed), the 

collective-bargaining process (how contracts are negotiated), the dispute resolution process 

(how bargaining impasses are prevented or resolved), and the contract administration 

process (how grievances over the application of the contract are managed). These are 

important processes in U.S. labor relations, and they are the focus of the middle part of 

this book (for a road map to the entire book, see the “Organization” section of the 
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Chapter One Contemporary Labor Relations: Objectives, Practices, and Challenges 5

preface). But these processes are only means to deeper objectives. This book therefore 

also emphasizes the importance of understanding what the labor relations processes try 

to achieve.

THE OBJECTIVES OF LABOR RELATIONS

The foundation of studying any work-related subject is the objectives of the employment 

relationship. When you work, what do you want to get out of it? Money? Health insur-

ance? A feeling of accomplishment? A sense of self-worth? Other things? When you work, 

how would you like to be treated? Like a machine? Or with dignity and respect? Would 

you be satisfied to always have someone else telling you how your job should be done, or 

would you like to have input into the nature of your job? What does your employer want? 

Now think about society at large. From this perspective, what should be the goals of work?

This book is based on three objectives of the employment relationship: efficiency, 

equity, and voice.5 Efficiency is the productive, profit-maximizing use of labor to pro-

mote economic prosperity; equity is fairness in the distribution of economic rewards, the 

administration of employment policies, and the provision of employee security; and voice 

is the ability of employees to have meaningful input into workplace decisions. Efficiency 

is a standard of economic or business performance; equity is a standard of fair treatment 

for employees; and voice is a standard of employee participation. Equity also includes 

being treated in ways that respect one’s desired identity, and voice includes being able to 

express oneself in ways consistent with a desired identity. In the public sector, efficiency 

can be seen as including cost-effective service delivery and other indicators of an efficient 

government agency. Workplace policies that promote flexibility and productivity are exam-

ples of how efficiency might be achieved; decent wage and benefit packages or policies 

that dismiss workers only for valid, performance-related reasons are examples of providing 

equity; and employee autonomy and representation by labor unions are examples of ways 

to pursue the voice dimension (see Figure 1.1).6

Sometimes these three objectives work together, such as when equitable treatment and 

employee voice increase commitment, reduce turnover, and therefore improve productivity 

and quality (efficiency). Unfortunately these goals often conflict: Equitable treatment 

might reduce flexibility and therefore efficiency, or employee voice might make decision 

FIGURE 1.1
Aspects of Efficiency, 

Equity, and Voice in the 

Employment 

 Relationship

Voice

EquityE�ciency

Consultation;
labor unions;

self-determination;
employee free speech

Living wages;
workplace safety;
nondiscrimination;

health and retirement security

Profitability;
productivity;

competitiveness;
economic prosperity
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6 Part One Foundations

making more cumbersome and therefore less efficient. The sharpest conflicts are typically 

between efficiency on one hand and equity and voice on the other. But equity and voice 

can also clash, such as when unions centralize their power to better achieve equity but in 

the process become less responsive to individual needs and voices. Labor relations, there-

fore, must strike a balance between these three sometimes conflicting goals.7 As a result, 

studying labor relations involves analyzing how employee representation through inde-

pendent labor unions contributes to achieving a balance among efficiency, equity, and 

voice. This is the first major theme of this book.

Furthermore, it is the official policy of the United States to “encourag[e] the practice 

and procedure of collective bargaining” and to protect workers’ rights to join together for 

“negotiating the terms and conditions of their employment” and for “other mutual aid or 

protection.”8 U.S. policy, at least as written in law, is not to tolerate collective bargaining 

but to encourage it. And according to the United Nations’ Universal Declaration of Human 

Rights, “Everyone has the right to form and to join trade unions for the protection of his 

interests.” But why should society encourage or discourage the formation of labor unions? 

This is the second major theme of this book.

Finally, what do labor unions do? U.S. unions are stereotypically associated with 

inflated wages and restrictive work rules.9 However, an alternative perspective sees unions 

as securing better wages to provide decent living standards for their members and as 

negotiating extensive work rules to protect their members against unfair treatment by 

management. Moreover, unions can provide voice and representation to individual workers 

while the labor movement can advocate for working people in the social and political 

arenas. Based on these and other activities, why do some workers support unions while 

others oppose them? Why do employers typically oppose unions? And if labor unions are 

a good thing, how should they be structured and promoted in the 21st-century world of 

work? This is the third theme of this book.

Isn’t Efficiency Enough?
For business leaders, business schools, the business press, and business-friendly politicians, 

the primary objective of the employment relationship is efficiency. Business is seen as best 

promoting economic prosperity through free-market competition. Profits, not wages, are 

seen as the critical barometer of economic health, and shareholder interests trump the 

interests of other stakeholders. In the American social imagination, we are a nation of 

consumers, not workers.10 Debates over labor unions, minimum wage laws, and paid 

family or sick leave are thereby reduced to debates over their effects on labor costs and 

competitiveness. The old saying “What’s good for General Motors is good for the country” 

is perhaps more widely believed than ever, especially if it is updated to “What’s good for 

Walmart is good for the world.” Individuals who defraud shareholders can be sentenced 

to 25 years in jail, but someone who willfully violates federal workplace safety standards 

that results in a worker’s death faces maximum jail time of only six months—even lower 

than the prison sentence for harassing a wild burro. Concerns like equity and voice are 

seen as social issues that interfere with business. Companies, it is argued, have no obli-

gation to provide personal and moral development, and business is not designed to be a 

“training ground for democracy.”11 And public sector agencies should be focused on 

cost-effective service delivery. Managers are responsible to investors or taxpayers while 

workers freely choose to subordinate their interests to managerial directives in return for 

wages and benefits. So when studying labor relations or other work-related topics, isn’t it 

enough to just consider efficiency issues?

Suppose an employer believed it would be efficient to hire only African American 

janitors and white managers—or vice versa. Would this be acceptable? If not, there 

must be social and human boundaries on efficiency.12 These boundaries are equity 
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Labor Relations Application Take the Employment-at-Will Quiz

 Lawful Unlawful

1. An organization fires an employee with satisfactory job performance in order  

to hire another person to do the same job at a lower wage. This termination is _______ _______

2. An organization fires someone because their job performance is unsatisfactory.  

This termination is _______ _______

3. An employee with satisfactory job performance is fired because their manager  

thought they had stolen money. In court, the employee is able to prove that  

they did not steal and that the manager was mistaken. This termination is _______ _______

4. An employee is terminated because there is no longer enough work. This  

termination is  _______ _______

5. A worker with satisfactory job performance is accused of being dishonest.  

Their manager knows that this is untrue, but fires the employee anyway because  

the manager personally dislikes the employee. This termination is _______ _______

6. An organization is violating the law by billing customers for services not  

performed. Upon finding out about this scheme, an employee refuses to  

illegally overcharge customers. As a result of this refusal, the employee  

is fired. This termination is  _______ _______

7. An organization’s employee handbook includes the following: “Employees  

will be dismissed only for just and sufficient cause.” Because of this, an  

employee quits their current job to work for this organization. After several  

years, this person is fired and is replaced by someone doing the same  

work for lower pay. The employee’s job performance was satisfactory  

during their entire time with the organization. This termination is _______ _______

Answers: The termination is lawful in questions 1–5 (unless you live in Montana). The termination in question 6 is unlawful. The termination 

in question 7 is lawful in states that have adopted broad public policy exceptions to at-will employment. Pauline T. Kim, “Bargaining with  

Imperfect Information: A Study of Worker Perceptions of Legal Protection in an At-Will World” Cornell Law Review 83 (November 1997), 

pp. 105–60, reports the results of a survey in which less than 20% of individuals correctly answered questions similar to numbers 1, 3, 5, 

and 7. So workers believe they have greater protections than they actually do.

and voice. In practice, these boundaries can often be weak. For example, the U.S. 

employment relationship is governed by the employment-at-will doctrine.13 Although 

employees typically do not realize it, this means that employers can fire workers for 

many reasons—or no reason at all. In fact, the United States is unique among indus-

trialized countries in the lack of just cause discharge protections that provide safe-

guards against being arbitrarily fired for reasons not related to job performance or 

business need.14 There are a few exceptions to the employment-at-will doctrine in the 

United States, but these are limited to several legislative restrictions (especially anti-

discrimination laws), contractual restrictions (most widely associated with union con-

tracts), and a patchwork of state-by-state judicial exceptions (such as firing someone 

for refusing to break the law); otherwise, U.S. employers do not need a good reason 

to fire someone.

Instructions: For each of the following scenarios, indicate 

whether you believe a court of law would find the termina-

tion to be lawful or unlawful, not what you would like the 

result to be. In each case, the employee is not represented 

by a union and was not fired because of his or her race, 

sex, national origin, religion, age, or disability. Except for 

scenario 7, there is no formal written or oral agreement 

between the employee and employer stating the terms of 

employment.
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8 Part One Foundations

Although the employment-at-will doctrine treats workers as if they are nothing more 

than economic commodities exchanged in the marketplace, the fact that workers are 

human beings forces us to pay attention to equity and voice in addition to efficiency. 

In earlier agrarian and crafts-based societies, the quality of life for you and your family 

was critically linked to your property such as your farm or workshop; but in today’s 

industrial or postindustrial society, modern workers and their families are often com-

pletely dependent on jobs, not property. Moreover, working adults spend much of their 

lives at work, and “the workplace is the single most important site of cooperative inter-

activity and sociability among adult citizens outside the family.”15 The quality of employ-

ment and the nature of the workplace are therefore important for individuals, families, 

and society.

Work is not simply an economic transaction; work is a fully human activity such that 

employees are entitled to fair treatment and opportunities to have input into decisions 

that affect their daily lives. The lack of at least minimal standards and nondiscriminatory 

treatment (equity) contradicts the basic ideals of democracy with free and equal citizens, 

and it violates religious and moral views on the sanctity of human life and human dignity.16 

Employee voice has similar justifications, ranging from moral, religious, and  psychological 

beliefs about the importance of human self-determination to political views of liberty and 

democracy.17 From this latter perspective, employee voice is essential for industrial 

democracy, a term that captures the belief that workers in a democratic society are 

 entitled to the same democratic principles of participation in the workplace:

It is a fundamental doctrine of political democracy that one should have some voice 

in regard to matters that vitally affect him. . . . [A worker’s] life is a factory life; and 

it is the incidents of factory life over which he needs some control. If there is an 

argument for giving him a vote, even more is there an argument for giving him a 

voice in the  conditions of shop and factory.18

For some, then, work is not only about wages and other material benefits, it also involves 

dignity, voice, and freedom.

If we see work as more than an economic transaction, equity and voice along with 

efficiency must be the key objectives of the employment relationship.19 Efficiency alone 

is not enough. This is also reflected in what workers want. It is easy to imagine that 

workers want decent wages and fair treatment (equity). But many workers also want a 

voice. Surveys of American workers consistently reveal that most workers want a say in 

work-related matters, including personal issues such as scheduling and how tasks are 

completed, employment terms such as benefits, and strategic issues.20 These surveys also 

show that many workers want more of a voice than they are typically given. But there is 

also an important dichotomy between managers and employees: Managers prefer to deal 

with workers one-on-one, but half of workers prefer to deal with management as a group, 

often in the form of representation that is independent of management.21 Voice can there-

fore take many forms within a workplace, and social media can facilitate connections 

across workplaces and with sympathetic outsiders. Coworker.org, for example, provides a 

platform for creating employee networks and building support for improving their work-

places. If you browse that site or follow their social media feeds, you will see worker-led 

campaigns over a wide range of issues. 

The centrality of voice in contemporary labor relations is underscored by the frequency 

of this theme in union literature and campaigns. The American Federation of Labor–

Congress of Industrial Organizations (AFL–CIO), the umbrella federation for most U.S. 

labor unions, emphasizes themes such as “A Voice for America’s Working Families” and 

“Together We Can Make Our Voice Heard” (see Figure 1.2). Thus, a number of social 

commentators, labor leaders, and workers themselves want workplaces that provide fairly 
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Chapter One Contemporary Labor Relations: Objectives, Practices, and Challenges 9

distributed outcomes (equity) and participation in decision making (voice), in addition 

to the profitable and effective production of goods and services (efficiency). Whether 

unionized or not, each business organization must consider how to respond to these 

sometimes conflicting desires.

CONFLICTING GOALS MEAN BALANCING RIGHTS

While remembering that labor and management have many common goals, we know that 

the greatest challenges in labor relations arise from conflicting goals. Conceptually we can 

think of these clashes as conflicts between the business pursuit of efficiency and workers’ 

pursuit of equity and voice. All else equal, companies prefer paying lower wages, but 

employees desire higher wages. Employees want security, but managers want flexibility. 

These conflicts are generally resolved privately by individuals, unions, and companies 

through bargaining and other means.

But at a more fundamental level, society sets the ground rules for how corporations 

can make profits, and therefore establishes rights and obligations for corporations, 

unions, and workers. A key challenge when establishing these rights is wrestling with 

conflicts between the property rights of employers and the workers’ rights of  employees. 

Can property rights be used by employers to restrict union organizers and therefore 

potentially interfere with workers’ rights to organize unions? Can workers’ rights be 

used by employees to force employers to bargain over work design issues, plant closings, 

or other questions related to controlling a business? Does recording a video of picketing 

workers support property rights by protecting the employer’s property, or does it violate 

workers’ rights by intimidating workers who are exercising their voice? Can companies 

restrict the use of social media in their workplaces, or does this violate freedom of 

speech or other individual rights?

All labor relations systems must resolve these conflicts. Proponents of voluntary, mar-

ket-based economic transactions (i.e., the “neoliberal market ideology”) privilege property 

rights over workers’ rights because basic economic theory shows that competitive markets 

and well-defined property rights are optimal for achieving efficiency. From this perspective, 

the key right of workers is the ability to quit jobs they do not like, and labor unions should 

not enjoy any special legal protections.22 From the opposite perspective, workers’ rights 

FIGURE 1.2
AFL–CIO Palm Card 

Emphasizing Voice

Source: AFL–CIO
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10 Part One Foundations

are seen as human rights; in this case workers’ rights should trump property rights (see 

the “Digging Deeper” feature at the end of this chapter).23 Most of the world’s labor 

relations systems, however, are based on a compromise position: a pluralist perspective 

that sees the employment relationship as analogous to a pluralist political society in which 

multiple parties (such as employers and employees) have legitimate but sometimes con-

flicting interests and rights.24 From this perspective, property rights and workers’ rights 

should be balanced.

The U.S. labor relations system is therefore based on the belief that labor and man-

agement should freely interact and resolve their conflicts within a framework that appro-

priately respects the rights of each party involved. Operationally, U.S. labor law tries to 

balance property rights and workers’ rights, thereby balancing efficiency, equity, and voice. 

This is a critical theme to remember throughout this book. When trying to understand 

and evaluate labor law or union contracts, ask how property rights conflict with workers’ 

rights. Do seniority-based promotion policies strike a good balance between property 

rights and workers’ rights? When thinking about whether the U.S. labor relations system 

needs to be reformed, ask whether property rights and workers’ rights could be better 

balanced in a different system. Outside of the labor relations arena, the Occupy protests, 

the Fight for $15, and many other protest movements ultimately reflect deep frustration 

with perceived imbalances in the promotion of corporate property rights over individual 

(and environmental) rights and welfare, and a belief that these imbalances lead to signif-

icant economic and social inequality.25 Understanding the conflicts between property 

rights and workers’ rights and the desire to balance them is therefore vital for understand-

ing not only labor relations but also key societal challenges.

CONTEMPORARY U.S. LABOR RELATIONS

The three objectives of efficiency, equity, and voice provide a rich framework for under-

standing labor relations. Why might society want to encourage some type of unionism, 

and why might workers support unionization? Because labor unions can help strike a 

balance between efficiency, equity, and voice. Others oppose unionization because they 

believe that there are better ways to achieve the desired objectives, but labor relations 

systems around the world are premised on the belief that neither the “invisible hand” of 

markets nor the visible hands of human resource managers can balance efficiency, equity, 

and voice by themselves. Rather, each labor law regime assumes that corporations have 

significantly greater bargaining power than individual, nonunion workers that can result 

in substandard wages and benefits, discriminatory treatment, autocratic supervision, long 

hours, and dangerous working conditions. These outcomes do not fulfill the desired objec-

tives:

• Low pay and worker unrest can cause inefficiencies through lack of consumer  purchasing 

power and economic disruptions because of strikes and other disputes.

• Long hours at low pay under dangerous and discriminatory conditions violate equity.

• Employer dictation of employment conditions as well as autocratic supervision fails to 

provide employee voice and are counter to democratic standards.

The specific institutional approaches to striking a balance between efficiency, equity, and 

voice vary widely between countries. The legal regulation of labor unions and other forms 

of worker representation, the scope of bargaining, and the specific nature of union con-

tracts are therefore quite different, as we will see when we compare labor relations in 

North America to those in Europe and Asia in Chapter 12. But all labor relations systems 

strive to balance efficiency, equity, and voice in a dynamic global economy.
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Chapter One Contemporary Labor Relations: Objectives, Practices, and Challenges 11

Compared to the labor relations systems of many other countries, U.S. labor relations 

processes are tightly regulated by the legal system. U.S. labor law specifies that if a major-

ity of workers in a specific workplace want union representation, their employer has a 

legal obligation to bargain with the union over wages, hours, and other terms and condi-

tions of employment. Workers cannot be fired or otherwise discriminated against because 

of their support for a union. Employers cannot threaten employees or undertake other 

actions for the sole purpose of preventing unionization. The rationale for these legal 

protections is to allow workers to unionize to equalize bargaining power between employ-

ees and employers and thereby strike a balance between efficiency, equity, and voice by:

• Increasing the purchasing power of workers and reducing disruptive strike activity  

(efficiency).

• Achieving fair labor standards and protection against worker exploitation (equity).

• Providing democracy in the workplace (voice).

These outcomes are not directly legislated, however. Rather, the legal emphasis is on 

regulating the processes to maintain fairness. For example, U.S. labor law specifies how 

the parties must act during bargaining but does not concern itself with the outcome of 

the bargaining process.

Contemporary Pressures: The Management Perspective
When the U.S. labor relations system works effectively, efficiency, equity, and voice are 

achieved through collective bargaining in which representatives of the employer and 

the employees negotiate the terms and conditions of employment that will apply to the 

employees. These are the major subjects of bargaining:

• Compensation: wages, benefits, vacations and holidays, shift premiums, profit sharing.

• Personnel policies and procedures: layoff, promotion, and transfer policies, overtime and 

vacation rules.

• Employee rights and responsibilities: seniority rights, job standards, workplace rules.

• Employer rights and responsibilities: management rights, just cause discipline and 

 discharge, subcontracting, safety standards.

• Union rights and responsibilities: recognition as bargaining agent, bulletin board, union 

security, dues checkoff, shop stewards, no strike clauses.

• Dispute resolution and ongoing decision making: grievance procedures, committees, con-

sultation, renegotiation procedures.

Note that this list includes much more than basic compensation (often called economic 

items) and covers a number of issues related to personnel policies and work rules (often 

called language issues). For all these items, the crucial feature of collective bargaining is 

that management’s traditional authority to unilaterally establish terms and conditions of 

employment is replaced by bilateral negotiations. Employers cannot single-handedly  dictate 

compensation, policies, and work rules; rather, workers have a collective voice when 

employment conditions are being determined.

In the United States, when the collective-bargaining process results in terms that are 

approved by both upper management and union members, the provisions are written down 

and bound into a legally enforceable collective-bargaining agreement, also called a union 

contract. Traditionally these contracts have been detailed and legalistic, and over the last 

few decades they have grown thick. As an extreme example, the first contract between the 

United Automobile  Workers (UAW) and General Motors in 1937 was only a page long, 

whereas recent UAW–General Motors  contracts have been hundreds of pages long and 

divided into several volumes.
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12 Part One Foundations

Today, the corporate focus on competitiveness, quality, and significant financial returns 

pressures the collective-bargaining process in at least three major ways. First, the business 

need for flexibility (efficiency) clashes with lengthy contracts that spell out detailed work rules 

(equity). As a result, there has been experimentation with shorter, less detailed (less restrictive) 

contracts, such as the former UAW–Saturn agreement (see Figure 1.3). Flexible compensation 

systems to promote and reward highly performing employees can also clash with equity if 

these systems are perceived as overly subjective, competitive, or unfair. Second, the business 

need for cooperation and employee involvement clashes with the traditionally adversarial 

bargaining process in which labor and management use aggressive tactics to extract as many 

gains or concessions from the other side as their power allows. As a result, some advocate 

the mutual gains of integrative or “win–win” bargaining, which embraces a culture of joint 

problem solving rather than competition and conflict. Third, the need for both flexibility and 

involvement is not well served by a process in which contracts are renegotiated every three 

years or so with little productive communication (voice) between these formal negotiating 

periods. More bargaining relationships, therefore, are establishing mechanisms to foster ongo-

ing communication, such as labor–management partnerships. Because of these challenges, it 

is imperative that students of labor relations not only study the existing processes but also 

consider reform possibilities.

Online Exploration: Search online to find a union contract (or get a copy of a contract 

from a friend or acquaintance). What provisions increase efficiency? Decrease efficiency? 

Provide equity? Provide voice?

The current legal framework in the U.S. private sector dates back to the Wagner Act 

(the National Labor Relations Act or NLRA) in 1935—hence the label “New Deal indus-

trial relations system” because of its genesis during President Franklin Roosevelt’s New 

Deal during the Great Depression. That this framework is 85 years old further reinforces 

the pressures for reform. The decades around the Depression, and especially immediately 

after World War II, were characterized by mass manufacturing, sharp distinctions between 

manual (blue-collar) and managerial (white-collar) workers, and American domination of 

world markets. Many argue that labor law is outdated because few of these business fea-

tures remain true. Rather, the business climate of the 21st century is characterized by 

flexible production methods, the rise of knowledge and gig workers, the blurring of tradi-

tional distinctions between brawn and brains, and intense global competition. In the 

2010s, there have also been sharp attacks on labor law in the public sector, particularly 

by conservative political groups and politicians who see strong public sector unions not 

FIGURE 1.3
The Thickness of U.S. 

Union Contracts

Local supplement
(3/8")

National agreement
(2")

(1/16")

First UAW–
General Motors
contract (1937)

Contemporary
UAW–General

Motors contract
(circa 2018)

Contemporary
UAW–Saturn

contract
(circa 2000)
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Chapter One Contemporary Labor Relations: Objectives, Practices, and Challenges 13

only as political opponents but also as obstacles to reducing the size of government.26 

This altered environment cannot be ignored in any study of labor relations.

Contemporary Pressures: The Labor Union Perspective
U.S. labor law is also criticized by union supporters—not so much for being outdated but 

rather for being too weak. This is directly related to another significant trend, which also 

points toward the need for reform: the weak health of the U.S. labor movement. In 2018, 

there were an estimated 14.7 million union members and another 1.6 million workers were 

covered by union contracts but were not union members.27 Figure 1.4 reveals several 

important features of labor union membership in the postwar period. First, while the 

overall number of union members grew into the 1970s, it has declined since then. More-

over, much of the growth after the 1950s was in the public sector. The private sector had 

roughly the same number of union members in 1965 and 1980, whereas the public sector 

had twice as many union members in 1980 as in 1965. In recent years, total union mem-

bership has been more stable because a continued decline in private sector membership 

has been offset by an increase in public sector membership.

The key measure of the state of organized labor is union density—the percentage of work-

ers who are union members. Overall, union density in 2018 was 10.5 percent. But private 

sector union density in the United States has declined since 1955 from about 35 percent to 

only 6.4 percent of the workforce in 2018. In sharp contrast, public sector union density jumped 

in the early 1960s (when the first laws protecting public sector unionizing efforts were enacted), 

increased steadily for 15 years, and after a slight decline has leveled off at around 34 percent.

The reasons for the 65-year decline of private sector U.S. union density are controver-

sial. One possible explanation is that employment has declined in traditionally unionized 

industries such as manufacturing while employment has increased in nonunion industries 

such as services. Related structural, or compositional, changes include regional and demo-

graphic shifts, such as faster employment growth in southern states, more women in the 

labor force, and increases in education and skill levels.28 These structural factors may 

explain part of the decline, but they also beg important questions about why certain 

 industries, occupations, regions, or workers are more or less receptive to unionization. 

 Similarly, it has been argued that the inability of unionized workplaces to compete in 

dynamic economy is a reason for the decline in private sector unionization.29 But this still 

leaves unanswered questions of why and under what conditions.
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14 Part One Foundations

A second possibility is that demand for union services has declined.30 This explanation 

has three components. (1) Demand can decline because unions are not doing a good job 

of responding to the desires of a changing workforce and overcoming the negative stere-

otypes of unions that are so common in American culture.31 (2) If employers have 

improved their responsiveness to employees’ needs, this can reduce demand for union 

protection and advocacy. (3) Increased protective legislation may have provided a substi-

tute for unions.32 Examples include the Civil Rights Act and Equal Pay Act (and related 

laws pertaining to age and disability discrimination) forbidding discriminatory employ-

ment practices; the Occupational Safety and Health Act governing workplace safety stand-

ards; the Family and Medical Leave Act, which requires employers to provide unpaid leave 

for parental, family, and medical reasons; and the Affordable Care Act (Obamacare) 

expanding the availability of health insurance. In short, perhaps workers no longer need 

unions to win these basic protections and benefits.

The third, and most controversial, possible reason for the decline in U.S. union density 

is employer resistance or opposition. Compared to businesses in other industrialized coun-

tries, U.S. businesses are exceptionally hostile toward labor unions and have developed a 

wide range of union avoidance tactics.33 For example, rather than investing in unionized 

plants or workplaces, U.S. companies often invest in their nonunion operations.34 More-

over, it is argued that many companies actively fight union organizing drives by firing 

union supporters, interrogating workers about their support for a union, making threats 

and promises, hiring antiunion consultants, manipulating the legal system to frustrate and 

delay organizing campaigns, and in unionized companies, forcing strikes and then hiring 

replacement workers to bust unions.35

One factor that seems to support the significance of employer opposition is the exist-

ence of a representation gap in which more workers want workplace representation 

than currently have it. Evidence indicates that the representation gap is large because 

surveys reveal that one-third to one-half of nonunion workers would like a union in their 

workplace.36 This implies that there are 40 million or more workers who want union 

representation but currently lack it, and most of them are in the private sector. A major 

reason that workers themselves cite in explaining this lack of representation is managerial 

opposition, which is reinforced by the amount of resources deployed by employers trying 

to defeat organizing drives.37 Furthermore, even though some states have recently tried 

to remove bargaining rights for public sector workers, union density is significantly higher 

in the public sector where managerial opposition to unions is typically weaker. Some take 

this to indicate that private sector union busting is responsible for low union density in that 

sector. But others counter that public sector unions exert too much political influence 

that gives them an unfair advantage.38 So while the evidence regarding the importance of 

private sector employer opposition for explaining the decline in union density is highly 

debated, the phenomena of employer opposition and the representation gap are significant 

features of U.S. labor relations.

Union membership trends might also be caught in a downward spiral. The fraction 

of workers who have never been unionized is increasing so there are fewer opportuni-

ties for nonunion workers to experience unionization.39 Like some consumer products, 

however, union membership might be fully appreciated only after it is experienced.40 

So if workers are increasingly less likely to experience unionization, they are less likely 

to develop an appreciation for unions; and union membership will continue to decline. 

Then even fewer workers will experience unionization, and the cycle of low union 

experience and low union demand will build on itself. On the other hand, significantly 

more people experience unionism at some point in their working lives than the low 

union density figures at any one time might suggest. But those who do experience 
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Labor Relations Application Continuing Pressures on the New 

Deal Industrial Relations System

Management’s Perspective

•	 Adversarial negotiations create distrust and acrimony 

rather than trust and cooperation.

•	 Need to supplement high-level, periodic negotia-

tions with ongoing low-level communication and 

problem-solving mechanisms.

•	 Lengthy, detailed contracts inhibit flexibility and 

 involvement.

•	 Labor law is outdated; bureaucratic production, Ameri-

can domination of world markets, and management 

versus labor attitudes are things of the past.

Labor’s Perspective

•	 Labor law is weak: penalties are minimal, delays are 

frequent, employers can use captive audience 

speeches and permanent strike replacements, and 

secondary boycotts are prohibited.

•	 Private sector union density is less than 10 percent.

•	 Workers need protection more than ever in the global 

economy.

unionism are likely to first do so at a young age (maybe you had a teen job in a 

unionized grocery store), so there is an opportunity for unions to do a better job of 

making this experience a good one.41 Another possible downward spiral stems from 

the cost of forming unions in nonunion workplaces. As membership declines, it is 

difficult for unions to maintain their level of organizing because organizing drives are 

expensive. But less organizing likely means fewer new members, which leads to further 

reductions in new financial resources. So the cycle continues as there is less money 

to support new organizing.42

The decline in private sector union density and recent attacks on public sector union-

ization are central features of contemporary U.S. labor relations and serve as important 

backdrops to the study of labor relations. The private sector decline is likely the result of 

all the discussed factors, though their relative importance is debated. Remember these 

different factors when considering the need for labor relations reform. The explanations 

based on structural changes and declining demand for unionization due to improved 

corporate policies and employment laws imply that little reform is warranted. On the other 

hand, if union density has declined because of unresponsive union behavior, labor rela-

tions reform must look at transforming unions. If employer opposition is key, labor law 

should be reformed to close the representation gap.

THE CONTINUED RELEVANCE OF LABOR RELATIONS

Some people are tempted to dismiss labor unions as relics from a bygone era and to 

consider studying labor relations unimportant for business careers in the 21st century. 

Yes, unions represent less than 12 percent of the U.S. workforce, but this is still a large 

number of workers and includes many of the country’s leading companies. Contrary to 

popular stereotypes, unions are relevant not only to blue-collar occupations; doctors, 

nurses, lawyers, teachers, writers, professional athletes, college professors, and even grad-

uate students are represented by unions. Pick up a newspaper or browse online news 

sources and you will be surprised by the number of union-related current events, ranging 

from phone companies renegotiating union contracts and retiree health benefits, to leg-

islative proposals to suspend bargaining rights for public employees to reduce budget 

deficits, to debates over pay for performance for unionized teachers or whether college 
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athletes or teaching assistants should be allowed to unionize. Some local businesses—a 

Starbucks, a Target or Walmart, or a local hotel, for example—might have some employees 

who are thinking about unionizing, or at least some managers who are worrying about 

this possibility. Labor relations are therefore a relevant and dynamic area of study and 

practice.

Online Exploration: The National College Players Association was formed by college ath-

letes “to provide the means for college athletes to voice their concerns and change NCAA 

rules.” Find their website and research their goals, strategies, and campaigns. How is this 

association like a labor union? How is it different from a union? What advantages does 

it have over a union? What disadvantages? Alternatively, find a website for an association 

of retirees and explore these same issues and questions. Some of these associations can 

be found on the website of the National Retiree Legislative Network.

All managers and business professionals—not just human resource managers—can ben-

efit from learning about labor relations, whether or not they plan to work in companies 

where unions are present. Consider the four scenarios in the Nonunion Application “In 

a Nonunion Workplace, Can Managers . . . ?” Each scenario is something that a non-

union manager might do. But whether intentional or not, all these actions undermine 

union-like activities and therefore are illegal under U.S. labor law—even in a nonunion 

workplace. This is because a union does not have to be a large, formal, bureaucratic 

organization; a union is simply a group of workers acting together to influence their 

working conditions. Wage and benefit packages in union contracts can also influence 

nonunion compensation through a threat effect: The threat that dissatisfied workers will 

unionize sometimes causes nonunion firms to at least partially match union wage and 

benefit terms.
43

 Studying labor relations also reveals the consequences of poorly manag-

ing a workforce. Thus, an understanding of labor relations is important for all current 

and future managers.

Studying labor relations can also help business leaders appreciate the broader histori-

cal, social, and political influences on business and better deal with the realities of man-

aging a business in a complex world. Stylized economic models conveniently assume a 

tidy world of rational agents interacting in perfectly 

competitive economic markets; most business courses 

consider only the objectives of businesses and consum-

ers. In contrast, the study of labor relations considers 

the goals of workers and society and does not shy away 

from the conflicts that can arise between competing 

groups, especially in a real world characterized by imper-

fect competition. Labor relations can therefore help 

everyone understand and resolve conflict—in the work-

place, in business relationships, and in everyday per-

sonal interactions. Studying labor relations also reveals 

how work and business are embedded in a complex 

environment—at various points in this book we will con-

sider market forces, individual emotions, managerial 

strategies, forms of work organization, constitutional 

and legal issues, history, questions of human rights, 

negotiation and conflict resolution strategies, debates 

over globalization, pressures of financialization, ethical 

challenges, and much more. These topics contain 

“My very first and most foundational experience in the field 

of human resources was a job in labor relations in a large, 

unionized manufacturing facility. During this time, I groomed 

myself for larger and more complex assignments without 

realizing the important skills I was gaining. Labor relations is 

imperative to understanding the full context of all human 

resources functions. Specifically, understanding that labor 

laws transcend all workplaces—both union and nonunion.  

Knowing the art of skilled negotiations and conflict resolu-

tions are critical for all HR professionals. Finally, seeing the 

impact that labor and workplace decisions can bear on the 

sustainability of a business. Each consecutive job I’ve held 

has drawn equally from the foundation and skill set gained 

in labor relations.” 

~Faith Leicht

Former HR Leader at General Electric  

and Honeywell International

Practically Speaking
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important lessons for all business leaders because the principles apply to many business 

and social issues, not just those pertaining to labor relations. For others who are interested 

in work and workers, labor relations offer an engaging subject for thinking about the world 

of work—what we want to gain from work, how work should be structured, the rights of 

labor, and other questions that greatly affect the type of society we live in.44

The study of labor relations is not confined to a business analysis of problems or 

to a description of how existing processes work. U.S. labor relations are a system in 

flux. Businesses, unions, and employees are confronted with diversity and experimen-

tation in both business and human resource practices. As a result, a deeper under-

standing of the underlying issues—the goals of the employment relationship, how the 

employment relationship and labor markets operate in practice, major environmental 

pressures—is required to devise new business practices, union strategies, and public 

policies in a turbulent world with weak processes and institutions. This book not only 

examines current U.S. labor relations processes but also provides a rich foundation for 

understanding the logic of these processes and for critically evaluating them to con-

sider possible reforms. This approach also raises vital questions about how workers 

should be treated and valued in society.

Even though workers are better off than in the previous recession, many problems 

remain. Millions of workers fail to earn enough to support a family.45 Sweatshops and 

forms of modern slavery continue to exist, even in the United States.46 The “gloves-off 

economy,” in which some employers avoid established labor standards and undermine 

more responsible employers, is growing while insecure temp and gig work proliferates.47 

As revealed by the #MeToo movement, appalling behavior that recalls the foreman’s 

empire of 100 years ago continues today in the form of quid pro quo sexual harassment—

demands for sexual favors in return for job-related benefits.48 Workers also continue to be 

fired for numerous reasons unrelated to job performance: trying to form a union, their 

race or age, refusing to falsify medical records, and even because of whom they date or 

what they blog about.49 Some employers have rules against using the bathroom “on com-

pany time” more than once a week.50 High job demands and work–family conflict can be 

worse for one’s health than secondhand smoke.51 Although it is unfair to characterize all 

employers, coworkers, or jobs in such terms, it is equally inaccurate to wish away contem-

porary abuses. Rather, institutional checks and balances are needed. Labor relations are 

ultimately concerned with the analysis of such problems. Labor relations are about strik-

ing a balance between efficiency, equity, and voice.

Nonunion Application In a Nonunion Workplace,  

Can Managers. . . ?

Scenario one: You implement a new pay-for-performance 

program, and five employees together decide to refuse to 

work until the program is withdrawn. Can you fire the em-

ployees?

Scenario two: You are interviewing applicants for a web 

designer position in your organization. One applicant has a 

Graphic Communications International Union day planner 

and pen. Can you refuse to hire this qualified individual 

because you don’t want any union troublemakers in your 

organization?

Scenario three: You overhear two employees discussing 

a union during a break in the employee cafeteria. Can you 

stop their conversation?

Scenario four: You want to change your company’s 

health care insurance provider, but only if the employees 

feel that this is a positive change. Can you handpick an 

employee committee to represent the other employees in 

discussions about new health insurance options?
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labor union, 4

efficiency, equity, and 

voice, 5

industrial democracy, 8

collective bargaining, 11

union density, 13

representation gap, 14

1. In a concise paragraph, paraphrase what you have learned about labor relations to 

explain to a potential employer why studying labor relations will make you a stronger 

job candidate.

2. Interview workers, union officials, and managers who have been involved in a union 

organizing drive (or look in a newspaper or online). What issues were emphasized in 

the organizing drive? Are these issues examples of efficiency, equity, or voice?

3. Summarize the major facts about U.S. union density. Why has union density declined 

so sharply in the private sector? Is this good or bad?

4. As an employee, what kind of voice would you like on a job? Would this make you 

more productive? Should whether you are more productive be the only criterion for 

whether you should have this voice in the workplace?

Key Terms

Reflection  

Questions
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The strongest advocates for workers’ rights assert that 

workers’ rights are human rights.52 The foundation of 

human rights thought is the belief that everyone is enti-

tled to basic rights simply by being human.53 These 

rights are “essential to the adequate functioning of a 

human being” and do not depend on “varying social 

circumstances and degrees of merit.”54 Visions of hu-

man rights can be traced back to various early religious 

and moral philosophy traditions, including all major reli-

gions, which “share a universal interest in addressing 

the integrity, worth, and dignity of all persons, and, con-

sequently, the duty toward other people.”55 The roots of 

human rights are therefore both religious and moral, 

Western and non-Western (see Table 1.1). What are these 

rights to which everyone is entitled?

At the time of the Declaration of Independence in 1776, 

the focus was on first-generation human rights: civil and 

political rights. These include private property rights, free-

dom of speech, religion, and assembly, and the right to due 

process. Agitation for these rights continued through the 

19th century. First there was the fight against slavery, which 

also raised questions about the oppression of women.56 

The worldwide attention to slavery also provided the op-

portunity for reformers to expand awareness of other 

forms of economic exploitation, such as sweatshop condi-

tions in the mills and mines of mid-19th-century Europe:

What good were civil rights such as freedom of 

speech or political rights for voting, asked 

those who suffered, to people like themselves 

who had no food, no home, no clothing, no 

medical care, or no prospect of an education? 

What were the benefits of freedom from slavery 

or serfdom if the alternative was destitution?57

From this movement grew a second generation of hu-

man rights—positive economic and social rights in 

which governments are responsible for ensuring ade-

quate standards of living, including employment oppor-

tunities, income, housing, medical care, safety, and 

education. Workers’ rights received further attention at 

the end of World War I, partly because of labor’s sacri-

fices during the war and partly as a strategy to further 

continued peace, which led to the creation of the Inter-

national Labour Organization (ILO) in 1919. The ILO is 

based on the following principles:

1. Labor is not a commodity.

2. Freedom of expression and of association are  

essential to sustained progress.

3. Poverty anywhere constitutes a danger to prosperity 

everywhere.

4. The war against want must be carried on with 

 unrelenting vigor within each nation, and by 

 continuous and concerted international effort in 

which the representatives of workers and 

 employers, enjoying equal status with those of 

governments, join with them in free discussion 

and democratic decision with a view to the  

promotion of the common welfare.58

The ILO is now a specialized agency of the United 

Nations and is the chief international authority on, and 

promoter of, labor standards pertaining to union organ-

izing and collective bargaining, forced labor, discrimina-

tion, and other conditions of work.

The Great Depression in the 1930s increased calls 

for economic and social rights.59 In response to the 

devastation of World War II and to Hitler’s assertion of 

national sovereignty over Nazi Germany’s right to com-

mit incredible atrocities in the Holocaust, the United 

Nations was formed in 1945 “to save succeeding gener-

ations from the scourge of war” and to “reaffirm faith in 

fundamental human rights, in the dignity and worth of 

the human person, in the equal rights of men and 

women of nations large and small” (United Nations 

Charter). The Universal Declaration of Human Rights 

was adopted and proclaimed by the United Nations’ 

General Assembly in 1948 and integrates second-gen-

eration economic and social rights with first-generation 

civil and political rights. The entire text of the Universal 

Declaration is reproduced in Appendix B at the end of 

this book.

With respect to workers’ rights, the Universal Decla-

ration proclaims that everyone has the right to just and 

favorable conditions of work, including pay sufficient for 

an existence worthy of human dignity, equal pay for 

equal work, reasonable working hours, periodic paid 

holidays, unemployment and disability insurance, and 

the ability to form labor unions. The importance of labor 

unions in this platform of work-related human rights is 

reinforced by the ILO. Specifically, of the eight ILO con-

ventions that have been identified as fundamental to 

the rights of human beings at work, two pertain to the 

ability to organize unions and engage in collective bar-

gaining.60

Consequently, a number of scholars and activists 

now argue that workers’ rights are human rights.61 Hu-

man dignity and freedom, it is argued, are violated if 

Digging Deeper Are Workers’ Rights  

Human Rights?

Continued

19
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TABLE 1.1
Human Rights  

Timeline

1500 BC Birth of Hinduism: sanctity of human life and noninjury to others.

1300 BC Birth of Judaism: sacredness of human life and equality of all.

500 BC Birth of Confucianism and Buddhism: harmony, compassion, and duty.

400 BC Greek Philosophy (Plato, Aristotle): principles of a just society.

100 BC Roman Philosophy (Cicero): universal, egalitarian natural law.

AD 30 Birth of Christianity: sacredness of human life and compassion.

600 Birth of Islam: sanctity of human life, equality, and charity.

1215 Magna Carta: liberties of citizens, limits on rulers.

1270 St. Thomas Aquinas: Catholic analysis of moral life and natural law.

1690 John Locke: natural rights to preserve life, liberty, and property.

1776 Declaration of Independence (United States): inalienable rights to life, liberty, 

and the pursuit of happiness.

1780 Immanuel Kant: universal moral law of treating people as ends in themselves, 

not as means; also advocated a federation of nations to punish aggressor 

nations.

1789 Declaration of the Rights of Man and Citizen (France): universal natural rights to 

liberty, property, security, and resistance to oppression.

1791 Bill of Rights (United States): freedom of speech, religion, assembly, from 

unreasonable search and seizure, and right to due process.

1800s Industrial Revolution: rise of wage work and factories.

1833 Abolition Act (Great Britain): end of slavery in the British Empire.

1841 Russia, France, Prussia, Austria, and Great Britain abolish slavery.

1848 Seneca Falls Declaration: launched the women’s rights movement.

1864 Geneva Convention: formed the Red Cross and protected the rights of 

wounded and captured soldiers.

1865 13th Amendment to the Constitution (United States): frees slaves.

1891 Rerum Novarum (Pope Leo XIII): rights and justice for wage earners.

1914–1918 World War I: 8 million killed, 20 million wounded; all were equal in death, why 

not in life?

1919 Founding of the International Labour Organization (ILO): promotion of workers’ 

rights and peace through social justice.

1920 19th Amendment to the Constitution (United States): gave women the right to 

vote.

1929–1939 Great Depression: in 1933, U.S. unemployment rate was 25 percent.

1939–1945 World War II: 25 million military and 30 million civilian casualties (not including 

the Holocaust victims).

1941–1945 Holocaust: killing of 6 million Jewish people in Nazi Germany.

1941 President Franklin Roosevelt issues call for four freedoms worldwide—freedom 

of speech, of religion, from want, and from fear.

1944 President Franklin Roosevelt calls for an economic bill of rights—rights to a 

useful job, earnings to obtain adequate food, clothing, shelter, and recreation, 

medical care, education, and protection against insecurity from old age,  

sickness, accidents, and unemployment.

1944 Declaration of Philadelphia: reaffirmation of ILO principles and workers’ rights 

to material well-being and dignity.

1945 Founding of the United Nations (UN) by 51 countries: to promote peace,  

justice, social progress, and human rights.

1948 UN Universal Declaration of Human Rights: statement of civil, political, social, and 

economic rights for all because of inherent human dignity.

1950–1960 Decolonization of Asia and Africa.

1964 Civil Rights Act (United States): forbade racial, gender, and religious discrimination.

1976 The UN International Covenants on Civil and Political Rights and on Economic, 

Social, and Cultural Rights enter into force: parties to the treaties must comply 

with international human rights standards.

1998 ILO Declaration of Fundamental Principles and Rights at Work: all countries 

have an obligation to promote freedom of association and collective bargain-

ing, equality and nondiscrimination, and the abolition of forced and child labor.

2007 UN Declaration on the Rights of Indigenous Peoples.

2011 UN Guiding Principles for Business and Human Rights.

2015 ILO launches the 50 for Freedom campaign to end modern slavery.

Adapted from Lauren, Paul 

Gordon. The Evolution of 

International Human Rights: 

Visions Seen. University of 

Pennsylvania Press, 1998; 

Burns, James MacGregor, and 

Stewart Burns. A People’s 

Charter: The Pursuit of Rights 

in America. Alfred A. Knopf, 

1991; Rosenbaum, Alan S, ed. 

The Philosophy of Human 

Rights: International 

Perspectives. Greenwood 

Press, 1980.
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people cannot maintain a minimal standard of living and 

are subjected to onerous working hours in dangerous 

or unsanitary conditions. Due process protections 

against arbitrary and discriminatory discipline and dis-

charge are essential for human dignity, as is freedom of 

speech. Denying workers the freedom of association 

“denies individuals what they need to live a fully human 

life”—human dignity and freedom.62

But this perspective has critics. Conservative crit-

ics emphasize the importance of individual sover-

eignty enshrined in classical civil and political rights, 

and they see legislated labor standards as a coercive 

violation of someone else’s liberty.63 Others who sup-

port the need for workers’ rights prefer to see work-

ers’ rights as citizenship rights rather than as human 

rights.64 Although the differences can be subtle, citi-

zenship rights stem from membership in a human 

community such as a nation, rather than from being 

part of overall humanity, and thereby more clearly 

place obligations on the nation to provide citizenship 

rights.65 Whereas human rights are seen as universal, 

citizens have obligations as well as rights; so charac-

terizing workers’ rights as citizenship rights rather 

than human rights makes it easier to allow for work-

ers’ interests such as equity and voice to be balanced 

with other objectives such as efficiency. Still others 

who support workers’ rights are wary of the individu-

alism embedded within human rights discourse that 

has eroded recognition of and support for the collec-

tive action needed to counter corporate power.66 

From this perspective, active social movements and 

other community-building activities, not “rights talk,” 

are necessary for changing social norms and labor 

laws and thereby achieving dignity for workers. In this 

way, seeing workers’ rights as human rights can show 

the rich justifications for the importance of dignity for 

workers; but it is not nearly as helpful as determining 

how to make this a reality.

Continued

Chapter One Contemporary Labor Relations: Objectives, Practices, and Challenges 21
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It is not hard to find passionately held views of labor unions. Search for labor union blogs 

in Google, for example, and you will easily find exchanges such as the following:

Posted by J.: Forty years of proud union membership, excellent wages, terrific bene-

fits, wonderful retirement, all brought to me by my union.

Posted by R.: J, I’m glad you have enjoyed those benefits and high wages all these 

years—no one’s denying that a union is generally very good for its members—the 

problem is that they are generally very bad for everyone else. Here’s how…

• Unions shift the extra cost of those wages and benefits to the consumer…

• They drive whole industries out of business and overseas, ultimately lessening the number of 

jobs in this country…

• They promote laziness and a sense of entitlement, which is a very dangerous thing…1

Advance Organizer

Stereotypes of unions are pervasive; what are yours? 

Understanding labor relations requires replacing 

these stereotypes with informed views. Employee 

representation through labor unions and collective 

bargaining is one way to pursue a balance among 

efficiency, equity, and voice. But how labor union rep-

resentation compares to other possible ways of struc-

turing the employment relationship—in short, whether 

unions are good or bad—depends on how one thinks 

labor markets and the employment relationship work, 

not on stereotypes.

Learning Objectives

By the end of this chapter, you should be able to:

1. Explain the four distinct schools of thought about 

the employment relationship—neoliberalism, human 

resource management,  industrial relations, and criti-

cal or Marxist industrial relations.

2. Understand how different views of labor unions are 

fundamentally rooted in the basic assumptions of 

these four schools of thought.

3. Discuss various roles of labor unions in the 

 employment relationship and in society.

4. Identify alternative methods for making workplace 

rules.

5. Compare employee representation through labor 

unions to other methods of workplace governance.
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The common sentiment among Americans that unions are outdated is also often repeated 

in blogs and online comments:

Posted by C.: Hopefully no one is behind the unions anymore, unless they are push-

ing them the rest of the way over the cliff. They served a very good purpose 50–100 

years ago when they helped push labor issues and worker treatment to the forefront. 

Now their bloated wage/benefit packages and refusal to compromise threaten hun-

dreds of thousands of jobs at UAW plants and in the airline industry.2

The major TV networks and newspapers, which are themselves corporations concerned 

with making profits, reinforce important stereotypes of labor unions.3 In general terms, 

the mainstream media report on issues from a consumer rather than worker perspective 

while emphasizing the accomplishments of business leaders and entrepreneurs. As repre-

sentatives of producers rather than consumers and as proponents of collective rather than 

individual actions, unions are therefore devalued. Even though strikes are rare, they are 

the most frequent union news story in the media, and such stories often convey images 

of worker greed, inflation, consumer inconvenience, and violence.

Other elements of popular culture can reinforce similar stereotypes.4 TV sitcoms 

and dramas rarely include labor unions; when such issues arise, they are often refer-

ences to union corruption, strikes, or work rules. The characters on the TV shows 

Monk; Married with Children; Spin City; WKRP in Cincinnati; ER; Trapper John, MD; 

Fraggle Rock; and Mona the Vampire all had to deal with garbage strikes; on All in the 

Family, Archie Bunker was on strike for four episodes and was portrayed at the con-

clusion of the strike as being no better off than before the strike. In an episode of 

Seinfeld, when George wonders about becoming a movie projectionist, Jerry says, “But 

you gotta know how to work the projector. … And it’s probably a union thing.” George 

then scoffs, “Those unions,” and gives up being a projectionist because he figures that 

he won’t be able to break the union’s alleged stranglehold on the occupation. Stereo-

types about restrictive union work rules or the protection of lazy workers are also 

reinforced through jokes on sitcoms or in comic strips. One Dilbert comic portrays a 

union steward as wanting to add laptops to the list of things that employees should 

not be able to move because “that’s union work.” Such stereotypes perpetuate Ameri-

ca’s antiunion culture.5

It is important for students of labor relations to recognize their own stereotypes of 

labor unions and to replace them with an informed understanding of the central issues 

A Comical Portrayal of 

Restrictive Union Work 

Rules Stereotypes

Copyright ©  CartoonStock Ltd. 

All rights reserved. Used with 

permission.
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in labor relations and to appreciate multiple perspectives on labor relations and labor 

unions. Thus, this chapter presents four different schools of thought about labor unions. 

This provides the foundation for accurately assessing what unions do and whether they 

are good or bad. These schools of thought are essential for understanding, and therefore 

practicing, labor relations.

THE LABOR PROBLEM

Because there is more agreement that unions were once useful, this section considers the 

historical example of the labor conditions of the early 20th century, which were labeled 

the “labor problem.” Turning then to the question of how to solve this labor problem 

provides the opportunity to consider four different schools of thought about the employ-

ment relationship. Understanding these four intellectual perspectives is the basis for a 

reasoned rather than stereotypical or naïve consideration of labor unions and labor–

management relations. It is easier to tackle these perspectives in a historical context 

because we have fewer preconceived ideas; but at the end of the discussion, the strong 

relevance for contemporary labor relations should also be clear.

Today’s critical issues in human resources and industrial relations are perhaps familiar 

to you:

• Significant labor market disparities.

• Problems of low-wage workers trying to move out of poverty and support families.

• Corporate pressures for cost control, quality, and flexibility to compete in a global, 

information-rich economy.

• The need to educate individuals as lifelong learners because of ever-changing  

technologies.

• Problems of work–life balance, especially for working mothers and single parents.

But what about at the start of the previous century? The critical human resources and 

industrial relations issue in the early 1900s was the labor problem: undesirable outcomes 

that stem from an inequitable and contentious, or perhaps even oppressive and exploita-

tive, employment relationship.6 Many important dimensions of the labor problem are 

captured, in the observers’ and participants’ own words, in the testimony from around 

1900 reported in Table 2.1.

The first entry in Table 2.1 highlights the long hours that were often the norm. Work-

weeks of between 54 and 57 hours were common. In the iron and steel industry, over  

40 percent of laborers worked more than 72 hours per week and about 20 percent worked 

more than 84 hours per week.7 These long hours were often for low pay (see the second 

entry in Table 2.1). At least half of working-class families had annual incomes below the 

$800 that was estimated “as a reasonable minimum for healthful, efficient, and decent 

living.”8 Households were therefore forced to resort to a patchwork of methods for earn-

ing income to survive—renting rooms to boarders, sewing garments or doing other tasks 

as home-based subcontractors, using children to earn wages—and yet poor living condi-

tions were widespread (see the third entry in Table 2.1).

Conditions in the workplace were also unsanitary, if not downright dangerous. In 

March 1911, a fire at the Triangle Shirtwaist Company in New York City killed 146 work-

ers because of inadequate and locked fire exits. A 1915 study in New York City found 

shocking rates of tuberculosis among low-paid garment workers. One source estimates that 

industrial accidents resulted in 25,000 deaths, 25,000 permanent disability cases, and 

2,000,000 temporary disability cases per year—which implies that U.S. casualties during 

World War I were greater in the workplace than on the battlefield.9
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Workers’ Lives circa 1900 as Reported to the  

U.S. Industrial Commission

TESTIMONY OF NATIONAL ASSOCIATION 

OF MANUFACTURERS PRESIDENT

Ten hours [of work] has been fixed as the legal day in 

[Pennsylvania], and it has been very satisfactory. Many of 

our trades are now working 57 hours a week. More of our 

factory force is employed only 54 hours a week, yet in the 

same branches where we employ them 54 some other 

manufacturers keep them 60. …

TESTIMONY OF INTERNATIONAL  

TYPOGRAPHICAL UNION PRESIDENT

The capitalist who owns the factory in Massachusetts has 

been transferring his industry nearer to the cotton fields; 

and we find that, in the State of Georgia, where industrial 

conditions are not as good as in the State of 

 Massachusetts, the man who has been subject in the 

State of  Massachusetts to all these [labor, inspection, and 

compulsory education] laws has been living under them, 

has been putting rails around his machinery, has been 

boxing in his belting, has been refusing to employ in his 

factory a child under the age of 14 years, and has been 

putting on every floor of his factory separate closets for 

male and female labor, has been giving Saturday half  

holidays for his employees, and abolishing the  company 

store and complying with the law of the State of 

 Massachusetts—when he goes to the State of Georgia 

and transfers his business there he does not put any 

 railing around his machinery; he does not box in his belt-

ing; he employs children 9, 10, or 12 years of age at wages 

as low as 15 or 20 cents per day, and works them from the 

time the light shines in the morning until it is dark at night; 

and in his factory he has no closets, no sanitary condi-

tions, such as are required in the State of Massachusetts; 

he simply does as he pleases and acts in a most tyrannical 

and unchristian-like manner.

TESTIMONY OF HEAD OF SOUTH END 

HOUSE, BOSTON

In this district there is a great lack of sanitary facilities on 

account of the increase of inhabitants per house; that is, 

these old houses which formerly were used as resi-

dences of well-to-do citizens and formerly accommo-

dated one family, now accommodate a number of 

families, and accommodate two or three or four times as 

many people as they were intended for; so that the bath-

ing facilities and water closet facilities and all that are 

very inadequate to the present number of inhabitants. 

Where there are houses that have been specially built as 

tenement houses there appears the evil of the ventilating 

shaft and the dark inside rooms. … Of course this state of 

things means dampness, darkness, and bad air. The 

crowding of the houses puts immorality and uncleanli-

ness at a premium.

TESTIMONY OF OHIO STATE BOARD OF  

ARBITRATION SECRETARY

Wages did not at any time enter into [the causes of the 

streetcar strike in Cleveland]. There was no question of 

wages, no dispute whatever on that subject between the 

company and the men. The men claimed that for a long 

time the company had established unjust rules; that they 

were arbitrary in their dealings with the men. They would 

refuse men a hearing; men were suspended for very tri-

fling causes and frequently discharged. … They were not 

allowed sufficient times for meals … in fact, they were not 

even allowed time for the necessaries of nature.

TESTIMONY OF BOOT AND SHOE WORKERS’ 

UNION SECRETARY–TREASURER

There are about 100 subdivisions of labor in the manufac-

ture of a shoe, varying more or less according to the fac-

tory and methods and the kind of shoe made. …

Question: The workman only knows how to perform 

the labor of one particular department?

Answer: That is all, and he becomes a mere  

machine. … Now, take the proposition of a man   

operating a machine to nail on 40 to 60 pairs cases of 

heels in a day. That is 2,400 pairs, 4,800 shoes, in a day. 

One not accustomed to it would wonder how a man could 

pick up and lay down 4,800 shoes in a day, to say nothing 

of putting them on a jack into a machine and having them 

nailed on. That is the driving method of the manufacture 

of shoes under the minute  subdivisions.

Source: Laughlin, Gail. Report of the Industrial Commission on 

the Relations and Conditions of Capital and Labor Employed in 

Manufactures and General Business. Washington, DC: Govern-

ment Printing Office, 1901.

30
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The long hours at low pay in dangerous and unsanitary conditions were also marked 

by great insecurity. Many lived with constant fear of injury and unemployment. Com-

panies might hire workers on a short-term basis, perhaps for only one day at a time 

with the foreman selecting the day’s employees each morning from among those massed 

outside the factory gate. A 1909 government investigation found that only 37 percent 

of male workers did not have any time lost from work during a full year; half of the 

workers lost four or more months. And in the foreman’s empire system of complete 

management control, there was the fear of arbitrary dismissal (see the fourth entry in 

Table 2.1).10 Workers could be—and were—fired for any reason: poor performance, absen-

teeism, ethnicity, union sympathies, age, failing to provide the foreman with extra ser-

vices (such as raking his leaves … or worse), or simply as a demonstration to others of 

the foreman’s absolute power. Discrimination was also widespread with foremen forcing 

workers into segregated occupations based on biases about what races or ethnic groups 

were suited for particular types of work.11

These important dimensions of the labor problem—long hours, low wages, unsafe 

conditions, and insecurity—were reinforced and worsened by the managerial mind-set of 

“workers as machines.” Labor was frequently viewed as just another production input 

no different from machines or raw materials. With mass manufacturing methods empha-

sizing repetitive, narrowly defined tasks by individual workers to achieve high output, 

workers had no contact with the final product and minimal control over the content of 

their jobs. The final entry in Table 2.1 describes how the production of a shoe was 

divided into 100 specialized operations; the worker who, for example, nailed heels to 

4,800 shoes in a single day was “a mere machine.” In modern human resource man-

agement terms, employees had no ownership in their work. And if workers are simply 

machines, they are not entitled to equity or voice; the sole concern of the owner of a 

machine is efficiency.

These labor problems were widespread and not limited to manufacturing industries in 

urban areas.12 Thousands of Mexican Americans and Mexican immigrants migrated 

through the Southwest and Midwest following agricultural planting and harvesting sea-

sons, earning perhaps $1 a day and living in appalling conditions. In the public sector, 

police officers regularly worked more than 70 hours per week out of vermin-infested 

 stations.

Across the private and public sectors, the poor conditions of the labor problem were 

a problem for two broad reasons. First is the societal or human perspective. Put simply, 

people should have better lives than this. This is partly an economic issue—workers should 

be able to afford decent housing, clothing, food, and the like; in other words, equity is 

important. But as emphasized by employee voice, the labor problem is more than a mate-

rial concern. In particular, one should question whether treating workers as commodities, 

even as valuable ones, in an autocratic relationship, even if benevolent, fulfills the stand-

ards of a democratic society.13

There is also the business perspective on the labor problem. Are the workers motivated? 

Loyal? Productive? Absenteeism and turnover were costly. At Ford the absenteeism rate 

in 1913 was 10 percent, and the annual turnover rate was 370 percent; Henry Ford offered 

the then-large sum of $5 a day in 1914 as an attempt to tackle these problems.14 Also, 

with significant numbers living below the poverty line, a second business problem was 

that they lacked consumer purchasing power. In the words of one union president in 1899, 

“as the workingman is himself the consumer, he cannot purchase unless he has that with 

which to purchase.”15 The unskilled workers at Ford, for example, couldn’t afford to buy 

the cars they produced until the $5-a-day plan was implemented. Finally, strikes and other 

forms of industrial conflict that resulted from the labor problem in both the private and 

public sectors were costly to business and to society more generally.
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FOUR SCHOOLS OF THOUGHT ABOUT THE EMPLOYMENT  
RELATIONSHIP

The labor problem embodies the ultimate human resources and industrial relations prob-

lem: balancing efficiency, equity, and voice. To understand how to solve a problem, we 

need to analyze its underlying causes. But beliefs about the cause of the labor problem 

differ among four schools of thought: the neoliberal school, the human resource manage-

ment school, the industrial relations school, and the critical industrial relations school. 

Understanding and appreciating the basic assumptions of these four schools are essential 

for understanding not only labor relations, but also the entire field of human resources 

and industrial relations—past, present, and future.16

The Neoliberal School
First let’s consider the neoliberal school of thought. This school focuses on the eco-

nomic activity of self-interested agents, such as firms and workers, who interact in com-

petitive markets.17 In neoliberal thought, efficiency, equity, and voice are achieved through 

free-market competition. Under some assumptions (such as perfect information), compe-

tition results in the optimal allocation and pricing of resources. Prices in a competitive 

market reflect the value of what’s being purchased, so outcomes are efficient. No one can 

be made better off without making someone else worse off. In the labor market, compet-

itive outcomes are also seen as fair because the price of labor equals the value that labor 

contributes to the production process. In the words of a Nobel Prize– winning economist, 

low-paid labor is poorly paid “not because it gets less than it is worth, but because it is 

worth so appallingly little.”18 And voice is expressed through freely participating or 

abstaining from transactions—if you do not like your working conditions, vote with your 

feet and quit, and find an employer who treats workers better.19

From the perspective of the neoliberal school, then, the conditions of the labor prob-

lem are not seen as exploitation if there is sufficient labor market competition. Employees 

are paid their economic value and are free to quit if they feel they are being exploited. 

But if market failures prevent competitive markets from working properly, what should be 

done? Ensure competition. In neoliberalism, the best protection an employee has against 

his or her current employer is not the government, a lawyer, or a union, but rather other 

employers.20 If there is insufficient labor market competition because of excess unemploy-

ment, the appropriate policy response is a macroeconomic policy to stimulate the econ-

omy and thus reduce unemployment. Or if competition is prevented because of a barrier 

such as government regulation, the appropriate policy response is to remove this barrier. 

As long as there is enough competition, employment outcomes are not seen as a “prob-

lem” (with its negative connotations) in this school of thought. Outcomes are value-free, 

so there may be a labor situation (which simply describes the outcomes) but not a labor 

problem (which implies that the outcomes are undesirable).

What is the role of labor unions in the neoliberal school of thought? Unions are seen 

as labor market monopolies that restrict individual freedom to decide terms and condi-

tions of employment and interfere with the invisible hand of free-market competition.21 

By threatening to strike, unions use their monopoly power to raise wages above their 

competitive levels and thereby distort employment and output levels throughout the eco-

nomic system. Moreover, work is viewed as a lousy activity endured only to earn money. 

As such, companies rely on the threat of unemployment to motivate otherwise disinter-

ested workers. Unions are seen as interfering with the discipline of the market by protect-

ing lazy workers. To those who believe in perfect competition, then, labor unions are bad 

because their monopoly power interferes with the efficient operation of the economy. This 
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neoliberal view is graphically captured by the drawing from 1894 in Figure 2.1. The draw-

ing portrays union leader Eugene Debs as a powerful king who is able to use a strike to 

control the railroads and therefore shut down shipments of food, passengers, mail, coal, 

and freight, and by extension to close factories. In other words, labor unions are powerful 

monopolies that harm the economy and the public.

Moreover, the neoliberal embrace of competition leads to opposition not only to labor 

unions, but also to government interventions in the labor market, such as minimum wage 

policies, and to monopolies in other sectors, such as corporate monopolies. In neoliberalism, 

the government’s role is to promote competition, not to establish labor standards while laws 

should protect individual freedoms that are necessary for competition.22 It is worth repeating 

that the neoliberal view of labor unions rests on strong assumptions about competitive 

markets. Relaxing these assumptions results in a more nuanced economic model in which 

unions might not simply be harmful monopolies that always reduce aggregate economic 

welfare (see the “Digging Deeper” feature at the end of this chapter). But even in this 

approach, labor unions have a monopoly face, and it is this monopoly face that dominates 

the neoliberal view of labor unions. Neoliberalism, therefore, is important for understanding 

arguments against labor unions and other labor market policies as solutions to historical and 

contemporary labor problems; but other contrasting perspectives must also be appreciated.

The Human Resource Management School
The second school of thought to consider is the human resource management 

school.23 In short, this school of thought believes that the labor problem stems from 

poor management. Recall from our earlier discussion that in the early 1900s, foremen 

used the drive system to motivate and manage workers through fear and intimidation.24 

This was an autocratic, authoritarian management system in which workers were viewed 

as a commodity or a machine, and thus were exploited. A common mindset was to drive 

employees to get maximum production for the least cost, and when they broke down (from 

exertion, age, or injury), discard them and get fresh workers to replace them—as you would 

with a machine. Hence there was little concern with how low the wage rates might be, 

FIGURE 2.1
“King Debs,” drawing 

from Harper’s Weekly  

(July 14, 1894)

Fotosearch/Archive Photos/

Getty Images
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how long the hours, how dangerous the conditions, or how arbitrary the hiring and firing 

procedures. Moreover, scientific management and the movement to large-scale mass man-

ufacturing and assembly lines tended to reduce workers’ tasks to their simplest compo-

nents; this emphasis on specialization led to monotony, boredom, and de-skilling.25

This school of thought, therefore, presents a different underlying cause of the labor 

problem than does the neoliberal school: poor management. The resulting solution to the 

labor problem is simple: better management. This solution to the labor problem is reflected 

in today’s human resource management philosophy: Align the interests of workers and the 

firm via better management. To create motivated and efficient workers, firms should design 

and implement better supervisory methods, selection procedures, training methods, com-

pensation systems, and evaluation and promotion mechanisms. If workers want justice, 

security, respect, and opportunities for advancement, then design nondiscriminatory human 

resource management policies that are responsive to these needs because workers will then 

be motivated, engaged, and productive, proponents claim, and high levels of performance 

(efficiency) will be achieved. Because management policies are responsive to the needs of 

employees, equity will also be achieved. Voice is typically informal, such as in open-door 

dispute resolution procedures in which workers individually discuss complaints with their 

managers.

The human resource management philosophy is depicted in the drawing shown in 

Figure 2.2. The farmer, representing business, brings home the harvest to stockholders, 

workers, and consumers. Business is clearly depicted as the provider, while others are the 

grateful recipients. Business controls the practices for managing workers, and good prac-

tices allow it to avoid conflict, labor problems, and other potential problems, resulting in 

rewards for all stakeholders.26

To consider the role of unions in the human resource management school of thought, 

it is important to distinguish independent labor unions from nonindependent employee 

organizations. The term union in most Western societies today and throughout this text 

refers to independent labor unions—those that are legally and functionally independent of 

FIGURE 2.2
“Bringing Home the 

Harvest,” reflecting 

themes from a 1928 

Forbes drawing
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employers and governments. Independent labor unions have the power to elect their own 

leaders, collect and spend their own dues money, establish their organizational objectives 

and strategies, and lead strikes. Nonindependent employee organizations lack such author-

ity and are controlled by employers (like the company unions in the United States in the 

1920s) or by governments (as traditionally is the case for unions in China).

In the human resource management school, independent unions are seen as adversarial 

and inimical to cooperation.27 A popular saying in human resource management circles is that 

“companies get the unions they deserve.” If companies are following the human resource 

management school’s ideas of effective management, workers will be satisfied and will not 

support a union. But if a company has bad managerial practices, workers will seek unionization 

to combat these poor practices. In other words, unions are a fever—a sign of unhealthy human 

resource practices—and a healthy company shouldn’t have one. The human resource manage-

ment school of thought also believes that independent unions are unnecessary “third parties” 

that prevent employers and employees from getting “closer together.” In fact, critics see human 

resource management as nothing more than a sophisticated (albeit gentle) antiunion device.28

In sum, for adherents of the human resource management school of thought, labor 

problems are best solved with effective management practices. Managerial strategies for 

creating a motivated, productive workforce can often include direct forms of employee voice 

and participation. In the 1920s, many in this school of thought also believed that workers 

should have representation which would help create cooperative, constructive relationships 

and foster loyalty.29 Companies therefore created “company unions” in which management 

would meet and confer with worker representatives. But there would be no bargaining, and 

the representation plans had no authority outside of management so it would be more 

accurate to call these “nonunion representation plans” rather than some form of union. 

For legal reasons that will be discussed in later chapters, nonunion representation plans 

are rare in the United States today. In other countries, however, nonunion representation 

can take various forms and seems to be growing.30 This is in contrast to labor unions that 

are independent of management (so not company unions) and independent of the govern-

ment (so not Chinese unions) which are not part of the human resource management 

school because they are seen as adversarial and inimical to cooperation.

The Industrial Relations School
The third school of thought is the industrial relations school.31 In this school, the labor 

problem is believed to stem from unequal bargaining power between corporations and 

individual workers. Recall that at the turn of the century in 1900, the modern economic 

system was still emerging. The emergence of large corporations, which separated the 

owners of the production process from a new wage-earning class who did the manual 

work, was relatively new.32 The industrial relations school accepts the modern corporation 

as an efficient organization of mass production, but rejects the existence of perfect com-

petition. In sharp contrast to the neoliberal school, the industrial relations school believes 

that “often the invisible guiding hand of competition is all thumbs.”33

Employers often have significant power advantages in markets, politics, and the legal 

system while households cannot survive without jobs for very long because of the absence 

of significant financial assets and robust safety nets. As such, individual wage earners have 

inferior bargaining power relative to employers. With greater bargaining power, employers 

can pay low wages for working long hours under dangerous working conditions. This 

greater bargaining power also allows managers to be autocratic and authoritarian. In short, 

in the industrial relations school, unequal bargaining power is the primary cause of the 

labor problem.34 The labor market is characterized not by competition but by bargaining, 

and society is worse off if either side has too much power. These problems are com-

pounded by business cycles that create additional insecurities.
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The struggle for a balance between labor and management is richly illustrated in Figure 2.3. 

The laborer, clad only in shorts and a headband, is struggling with the capitalist, complete 

with ruffled collar and puffy pantaloons, for power, as represented by the pendulum. When 

there is a balance of power in the middle of the spectrum labeled “equity,” there is an abundant 

harvest for both to share. However, when capital has too much power, the result is despotism, 

and the cornucopia overflows with the weapons of dictators such as shackles. At the other 

end of the spectrum, when labor is too powerful, anarchy results, and the cornucopia is filled 

with the weapons of anarchists, such as daggers and bombs. This is a great characterization 

of the industrial relations school of thought—and for much of this book, and the study and 

practice of labor relations. This pendulum imagery will also be important in later chapters as 

labor law struggles to balance the rights of employers and labor.

Compared to the other schools of thought, in the industrial relations school the causes 

of the labor problem are very different, and so the solutions also differ. Most important 

for labor relations, if the labor problem stems from unequal bargaining power, the solution is 

to increase workers’ bargaining power by forming independent labor unions and pursuing 

collective bargaining.
35

The Critical Industrial Relations School
The fourth school of thought to consider is the critical industrial relations school, tra-

ditionally labeled “Marxist industrial relations” and also referred to as a radical perspective. 

The “critical” label comes from being critical of existing societal institutions and social 

orderings. The critical school emphasizes that capitalist institutions do not simply exist but 

are created by society (such as through laws governing market transactions or business 

incorporation, and through social norms governing acceptable behaviors). This school of 

thought focuses our attention on how dominant groups design and control institutions to 

serve their own interests, albeit imperfectly due to resistance from competing groups.36 For 

example, in the 1880s railroad titan James J. Hill set up trust funds to create and manage 

a Catholic seminary to train local priests so that these priests could in turn Americanize 

Irish immigrants and preach to them about the importance of diligence and respect for 

authority—values that Hill wanted in his largely Irish-American Catholic workforce.37 As a 

contemporary example, a program at George Mason University funded by corporations, 

wealthy individuals, and conservative foundations has provided free training for several thou-

sand judges to help them see legal theory through the lens of neoliberal thought that prior-

itizes commercial and corporate interests.38 Even initiatives that appear to benefit workers 

FIGURE 2.3
Striking a Balance 

between Labor and 

Capital, Survey 

(February 7, 1914)

Source: Survey Magazine
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