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CHAPTER 1

INTRODUCTION

Many industries and markets have been evaluated by economists
using industrial organization models and principles, but a similar
effort has not bpeen completed for labor unions. This research paper
intends to examire and analyze laber unions by using the framework of
industrial organization theory. Industrial organization theory describes
industries in terms of the market which does apply to labor unions. Both
unions and industries operate in a market where "buyers and sellers of a
particular nroduct engage in setting the terms of sale of that product.“1
Mcet pecple would prefer nol depicling human effort or iabor as a
product for sale, but as a service. Nevertheless, labor services are
"not immune to economic laws that affect commodities."? One can there-
fore view labcr in terms of being a market.

Price theory is also used in industrial organization analysis to
establish "price policies" of enterprises in determining market conduct.
This pricing theory is also applicable in studying labor unions. Unions
provide a2 system whereby labcr services are offered for various wages.
Unions act as selleirs and firms act as buyers in negotiations for wage

determination. These procedures, such as collective bargaining, are

l{Richard Caves, American Industry: Structure, Conduct, Per-
formance (New Jersey, 1S67), p. 2.

2/pan Paarlberg, Great Myths of Economics (New York, 1971),




subject to economic law associated with price theory. This common
foundation of price theory used in studying unions and firms provides
for seme common basis in anaiyzing labor organizations within the
industrial organization framework. However, there is need of demon-
strating how such an eralysis of labor unions would provide some bene-
fit.

Unions have become identified with industrial firms. For
exampie, automobile companies are almost synonymous with the United Auto
Workers' Union. Unions are thought of in terms of their nature of busi-
ness. In fact, labor union growth is somewhat predetermined by
industrial development. Nevertheless, labor unions are separate organ-
izations involved in various market activities.

A study of union organizations would reveal how extensive or how
powerful unions are in this market. For instance, twenty-four million
workers organized in particular patterns or concentrations provide for
various market results. Such an analysis leads to a basis for devel-
oping general policy aspects similar to those arrived at in other

industrial organization studies.

OBJECTIVES
Given some specific assumptions, theories have provided specific
conclusions concerning unions. This type of theoretical framework,
however, provides for a "narrow" discussion of union activities.
General textbosks written about labor unions supply an opposite approach
by providing much material dealing with union relationships. A more

comprehensive apprecach, however, may be developed through an analysis



of labor unions with industrial organization theories. This type of
analysis allows one to see both the forest and the trees.
The specific objectives of this research paper are to study:

1. union organizations and their cperations

2. antitrust policy toward union structure

3. strike costs

4. union political activity

5. strike alternatives

6. wage settlements

7. union effects on inflation

8. predictive aspects of union "concentrations"

METHODOLOGY
A basic framework wes provided to study organizations by evalua-
ting two outstanditig books on Industrial Organization: Bain's

industrial Organization and Cave's book, American Industry: Structure,

Conduct, Performance. Furthermore, Bain's preface to his book was a

quiding approach used in organizing this material in order to gain a
better grasp on how &n organization may be studied.
The methodology is divided into two parts: (1) theory and (2)

precedure.

Theory
In attempting to describe labor organizations the pieces seem to
fit together by focusing on the market. This model weuld look 1ike the

following diagram. It indicates interrelationships between major



segments of ouwr economy.

Business Firms (profits)

S S

(Macroeconomic government Market & labor unions (collective
goals) \ bargaining)

" i

Households & Consumers (Standard of living)

Government exerts pressure on labor unions through legislative
acts, such as. Wagner and Landrum-Gritfen. Aiso, enforcement of these
acts by a National Relations Board serves as ar effective tool in con-
trolling union organizations.

The Federal government's interests in labor unions siem from
its main macrceconomic goals, such as: high employment, contvrolled
inflatien, growth, et cetera. Government has these vital interests in
collective bargaining procedures because unions' conduct of
wage detcermination, strikes, and other activities affect how well our
market does cperate. Therefore, through legislation and regulatory
boards, administraticns seek to create a certain type of market envir-
onment varying with cnanges in its participants.

Business firms also serve as countervailing powers seeking to
eliminate union power as much as possible. For instance, formulation of

the American Chamber of Cominerce and Mational Asscciation of Manufacturers



iliustrate industrial organizations formed to deal with business prob-
lems. One cannot say that these organizetions were formed just to limit
unicn authority. Mevertheless, such industrial organizations provide
for @ national policy dealing with lobbying and anti-labor legislation.
Much research is aiso done by these organizations deaiing with abusive
powers which unioris may have acquired through ineffective labor legis-
lation.

A specific example of businesses seeking to 1imit union authori-
ty 1is through strike funds. Just as unions build finances for strikes,
firms also create mutual aid packs. Recently during a C.B.S. news

broadcast a mutual aid pack between airlines was reported. Northwest

o

Crient received mil 1icns of Gollars from two cthey air 1ines during a
pilot's strike. This type of agreenent indicates cooperztion among
firms in dealing with labor unions. Such a program may result from
necessity or a desire by firms to gain more control over their market.

Most firms seek to 1imit union authority in order to maximize
profits. This goal may not be a primary objective of all firms, but
this principle does have general application. Management wants control
over its production process in order to achieve such an objective. This
control extends to labor's wages and conditions of employment. Such
objectives are in conflict with labor union goals; consequently, one has
a natural situation of conflict between two powerful organizations.

A third aspect in analysis of labor union organizations is the

internal operations of unions themselves. The breakdown of unions into

locals, rnaticnals, and fedzrations creates a sitvation in which a



certain type of control is possible. "How government operates in these
major subdivisions determines, to some extent, the possible organiza-
tional activities.

"Concentrated" labor unions may have a wide variation in their
behavior towarad thei" mewbers and toward business firms. Large finan-
cial resources may allow unions different alternatives when discussing
wages. For instance, union power is strengthened in industries that
have a larger percentage of entire employment under union contract. This
coverage provides additional leverage in wage discussions. Local unions
can rely on national union support financially and technically. Thus,
many options become available if given "concentrated" union organi-
zations.

Our final market component is consumers who will be either
members of labor organizations or non-union members. Consumers and
households have been labeled as having minor or subordinate roles. The
purpose of the paper is not to deny consumer relaticnships, hut to
esteblichn a roie played by unicns and to evaluate that situaticon; con-
sumers ¢nd householids are members of unions but much of the routine
admiin istrative work is done by paid union officials who govern and
diract much of unicon policy. This situation is much Tike a ©elitical
office with individuals having voting power but with elected officials
making important decisions on their own judgmznts.

When one looks at consumers and households, there is a lack of
organization directing their influence on the market or specific unions.

Many decisions are made for consumers by government, labor unions, and



business firms. In fact, scme experts see these organizations as the

3 In broad terms, these three

main contenders for rule-making authority.
dominant powers determine how well the market system can and does ver-
form.

Clearly a focus of this medel is to analyze eccnomic forces that
determine union's structure, conduct and performance in the American
ecoriomy. This involves an examination of two external factors: (1)
government regulation and (2) business firms' managerial rights, A third

factor is the environment of unions themselves as a determinant of union

organizations.

Procedure

This research paper will study principal sectors of labor union
enterprises. The discussicn will be threefold dealing with union's
structure, conduct, and performance.

1. Union Structure

Our method is to view labor organizations by analysis of union,
industry, and legal structure. Such results can be reached by looking
at:

a. Uricn structure concerning union's concentration, finances,
membtership ccmpetition, government, and growth trends.
b. Industrial concentration, labor demand, and industry

assets which determine in part union organization.

- - ———

§/L1oyd Reynolds, Labor Economics and Labor Relations (New
Jersey, 1970), p. 15.




c. The legal environment of labor union organization dealing
with torts, contracts, restraint of trade, and Supreme
Court cases.

2. Union Conduct

Unions have various patterns of behavior in adjusting or adapt-
ing to market mechanisms. Various devices of union conduct are made
possible through certain types of union organization. Unions can use
finances for varicus purposes. Some aspects of this financial conduct
are:

a. Strikes - types, job rights, stoppages, costs
b. Union Finances - political contributions and strike funds

3. Union Performance

Unicn involvement in market phases gives expectations of certain
results. Analysis of this data gives some indication of union structure
and ceonduct which permits such performance. Principal aspects or
dimensions of market performance are:

a. Strike alternatives

b. Wage settlements

c. Union's effect on inflation

d. Union's effect on efficiency - seniority, automation,

and union productivity

BACKGROUND OF LABOR UNIONS
These following sections will provide a brief sketch of devel-

opments in the unionization preccess.



Ideology for Coilective Barcaining

Collective bargaining is not a new concept. Historically, unions
invclving shoemakers appeared in Philadelphia one hundred and seventy-
five years ago. The basic purpose of this organization was to restrict
labor stigply through apprenticeship programs. Unions such as these
provided a means of security and higher wages for union mambers.

Motivations for joining unions today are similar to those of the
Philadelphia Shoemakers. People want security, stability, emplcyment,
and economic gains. Except, & worker now must join a union &s a con-
dition of employrment in many cases. Such an arrangement is known as &
union shop clause.

Charging institutional and economic conditions have also hrought
forth this call for large labor organizations. These labor organi-
zations are necessary in the United States because people are faced with
large corporaticns which can control the 1ife-and-death issues of their
economic lives. We have become a nation of employees who depend on
wages and salaries; for "about four out of every five persons who work
for a living do so by getting a job working for an emp’loyer."4

Industrial concentrations have provided employees with strateaic
market or technological positions. This industrial growth has made
possibie large unions in which skilled workers organize for collective
bargaining purpeses.

These groups establishing labor urions were seeking to estabiish

i/Gordon Bloom, and Herbert Northrup, Economics of Labor
Relatiens (1¥linois, 1965), p. 3.
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their needs through collective bargaining procedures. They had the
technology skills needed to barg2in with large companies in wage deter-
minaticni. A union member realized, to some extent, that his "relative

earnings depend on the bareaining of the group that he belongs to."5

Early Growth of Labor Unions

Some characteristics of the early struggle of latcr unions were:
violence, wildcat strikes, and lengthy strikes. Unions attempting to
organize workers were not usually greeted with open arms. Management
resented any infringement on its right to manage. Unions were viewed
simply as higher cests to the employer. Consequently unions were often
met with open hostility.

Samuel Gompers was a founder ci the medern Labor Movement. He
provided an establishment that could orgcanize people and provide them
with representation among largz business firms. Unicns then became
spokesmen for (hie oppressed people dominsted by large corporations.

The people and labor officials were not to b2 denied their place ir
the eccnomic markel. Unjons received legal immunities from the feferai
government tc promute union growth.

There was much backlash asgainst big busines:s during the Gomper's
labor organization movement. For example, busiress firms were reguired

to curb comhinations which were in restraint of trade due to the

§/Joan Robinson, "The Second Crisis of Economic Thaory”
(Richard 7. Ely iecture, 1971), p. 12.
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enactinent of the Sherman Antitrust Act of 1890. Such legislatien sought
to curb business power over the American market system.

The first labor Taws in the 1900's dealt favorably with labor
unions. In 1914, the Clayton Act made unions exempt from antimonopoly
laws to promote and protect expansion of union power.6 The only re-
quirerent is that labor organizations "lawfuily" carry out their "legi-
timate objectives". The Supreme Court decisions have not defined these
terms. Therefore, labor unions are allowed a very wide range of
conduct during a strike.

A second landmark law was the Norris-La Guardia Act (1932).

This legislation provided assurance to labor that there would be no
jcsuarce of swaeping injunctiens without notice and without adequate
evidence, for the cbvious purpose of paralyzing a strike.7 Also issu-
ence of injunctions was sneiled out in detail rather than through
discraticn of locail judges. fssentially, Norris-La Guardia substantially
freed union activity from court interference by providing that no peace-
ful or nonfraudulent union activity, including strikes and picketing,

vas subject to 1njunctions.8 For an injunction to be issued, businesses
must prove definitively that a certain strike would ceuse definite
demagss,

M

The high-water mark in {ederal iabor lesislation occurred with

- ——— e e

Q/Dona1d Richberg, Labor Union Mcnopoly (Chicago, 1965), p. 79.

2/ 1bid., p. 32.

ngarten Estey, The Unjons: Structure, Development, (kew York,
1967), p. 100.




passage of the Wagner Act (1935). This act is sometimes known as
labor's Magna Charta. This legislation cave workers the right to join
urions without fear of discharge or discrimination. It simply encour-
aged the procedure of coilective bargaining as a right for workers.
However, it did not legalize the existence of unions or the process of
collective bargaining.g Needless to say, labor unions and collective
bargaining are implied as being legitimate economic concerns. For
example. businesses are required to bargain collectively with a certi-
fied union in "gonod faith". Also, the Wagner Act created a new agency
dealing with labor relations known as The Natichal Labor Relations Board
(NLRR). This agency was charged with administraticn of the Wagner Act.
Members of the board are appoinied by the President ¢f lhe United States
for a specific term. Such appointments are important because of the
board's quasi-judicial functions. Its interpretation of law becomes the
law of the Tand for labor relations unless overruled by @ higher court.
Other factcrs encouraging union growth 2re numercus. World War
Il saw a large increase in union membership. Government ercouraged
unionism in order to provide a steady flow of war materials. Also, a
nerger between the American Federation of lLabor and Congress of Indus-
trial Organizations occurred in 1855 enhancing union influence. Further-
mora, business organizations were aisovganized in dealirig with large

uniens on a national basis.

5/1bid., p. 101.
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These three labor acts (Clayton, Norris-lLa Guardie, agner)
present a summary of dominant legat aspects concerning eairly labor
legislation. They present legal pressures for a better union versus
company role. Such acts present pro-labor legislation; however, much
iegislation has been anti-unicn in nature. The ideology of union versus
company has changed from period to period or even from president to
president. For example, presidentiai appointments to the Matioral! Labor

Relations Board may pursue a certain presidential policy.

Hindrarice to Union. Growth

Cnion arowth under permissive labor legisiation achieved large
increases in membership. Great growth in membership was due tc unions'
penetration into mass-production industries. More members increased
unicn finances through assessed dues. Greater finances required more
complex organizations to handle such grovith. The local union official
was being replaced by a paid professional who was skilled in collective
bargaining procedures. Consequently, this entire chain of events
created a "rew" market power in the form of national labor unions.

Uriions began using this newly acguired power after World War II.

w

trikes hecame an a<ccepted practice ¢ forcing higher wages on employ-
evs. People hzcame apprehensive about big urions.

The Taft-Hartley Act (1947) was a legislative act designed to
equalize the responsibilities c¢f labc:r unions to these of the business
firms. Taft-hartiey was an amencrent to the Wagner Act in order to

specify unfair labor prectices.

Tavi-Havrilay provided an eighity dey cecoling off peviod in cases

™)
o
=9
(op)
©n
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SOUTH DAKOTA STATE UNIVERSITY u;.r:mw
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of strikes involving natiorial health or safety. These provisions gave
presidents power to use injunctions in ccping with nationai emergency
strikes. In addition, Section 14(b) of Taft-Hartliey permitted states to
override union shop clauses by passage of state right-te-work laws.
Also created was a Federal Mediation and Conciliation Service (FMCS) as
an independent agency to offer assistance in bargaining disagreements.

A second Tandmark law was the Landrum-Griffin Act in 1959.

The purposes were to eliminate corrupt union practices. The McCiellan
committee held hearings on various union activities. Resolutions of the
committee called for passage of legislation to correct financial abuses
of unions. The Landrum-Griffin Act provided such legislation.

Unions were required to make a yearly mandatory financiai report
opan to the public. Also, various restrictions were piaced or union
uses of funds. [In addition, trusteeships having national unions'
control over a local union were severely limited to both time and reasons.]

Again one sees this backlash against big unicns in the 1970's.
Public dissatisfaction against service interruptions caused by strikes
has grown. Mass transit systems provide pecple with necessary services.
Stoppages in these areas cause much public hardship and inconvenience.

The public views almost everyone on strike, from his garbage
collector to policemen. One has truckers blocking roads because of
policy decisicens such as aliocation of fuels due to the energy crisis.
H:adlines iike, "Butz said soaring cost of food is caused by organized

labor," ara just some examples of labor problems in our country.
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This trend against "big" unions has many implications for union
organization. Such cases as aid to strikes which is being resolved by
the Health, Education. and Welfare Department now could mean more
difficuity in cbtaining welfare for strikers. Another possibility
might be anti-labor legislation similar to the Sherman Antitrust Act.

More could be developed concerning historical settings of labor
unions. Much research has been completed in such areas as wage policy
and theory. Also, projections and implications of union structure have
been analyzed in numerous journai articles. Labor unions have been
researched as to labcr's development and significance to business firms.

However, a framework to analyze labor organrizations in terms of
key components has niobt been formulated. Tinme Tinmitations of the research
prevent a complete enaiysis of labor union's structure, conduct, and
performance. Nevertheless, enough information is provided as to evaluating
union performance. The structure and conduct of labor unions relate to
performance goals. The next few topics deal with some specific aspects

of labor unions.



CHAPTER' 11

STRUCTURE

The structure of Tabor unions can be analyzed by examining three
different components. A labor organizaticn is affected by its internal
operations, industrial characteristics, and legal statutes which provide
the rules for collective bargaining. Conseguently, topic areas will
consist of {1) labor organizations, (2) industrial organizations, and
(3) legal environment. This framework includes the interaction of

government, industry, unicn leaders and members.

UNION ORGANIZATICNS
The very nature of labov unions premotes & certain type of
organization. Structural characteristics of membership, concerntration,
growth, competiticn, and finances describe and in soma cases gquantify
3
H

the structure of labor unicns. This segment analyzes mainy of these

characteristics.

Union Membership

Total union merbership has increased from 9 millicn in 15450 to
21 million in 1970.1 Estimates now piace membersitip near 24 miiiion

union members. Such growth occurs Trom increases in employment in majoer

industries of our market. Union shep clauses provide thei such workers

must join a union after being hired. "By latest estimates, about 78

J/The American Almanac, 93rd. edition, {Kew York: Grasset and
Cunlap, Inc., 1973), p. 241.
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percent of workers in contracts covering 1,000 or more workers each are
subject to union shop provisions."2

Two recent factors have greatly contributed to unicn membership
growth. President Kennedy, during the 1960's, allowed government em-
ployees tc form labor unions. Before such legislation, governmental
employees wove non-unionized. Another impetus has been ah increase in
organizaticnel activities conducted by powerful unions. Unions, by their
shecr size, were abie tc compel firms to hire only union personnel. For
instence, teamsters cnce organized in many large cities have controlled
ttie hiring practices of various trucking firms.

Effects of union growth can be szen by looking at the size of
specific unions. Just a partiail listine ¢f large unicns with 100,280
members or more is given. The idea is to acquaint one with some of the
larger unicns. Names Tike Woodcock (United Auto Workers), ritzsimmons
(teamsters), and Abel (Steelworkers) are well-known to the pubiic
because these unions' activities reach headlines., Nevertheless, there

are many other pcwerful unions such as those in Table 1.

e e e

E/Marten Estey, The Unions: Struclure, Development and Manage-
ment (New York, 12€7), p. 79.
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Table 1. National and International Unicn Membership, 19€4 and 1970.

Union - - Members#

1970 1964
1. Teamsters {Ind) 1,829 1,507
2. Automobile workers (Ind) 1,488 1,168
3. Steel workers 1,200 965
4. Electrical {1BEW) 027 806
5. Machinists 865 508
6. Carpenters 820 760
7. Retail clerks 605 428
8. laborers' 580 432
9. Meat cutters 494 341
10. Hotel & restaurant 461 445

Source: The Amevican Almanac, 93rd. edition, 1973, p. 242.

* In thousands

Union growth has not been so cohesive when studying membership
in its national organization, the A.F.L. - C.I.0. In 13¢8, the Unitec
Auto Workers and Teamsters withdrew from this A.F.L. - C.I.0. Feder-
ation. An alliance for labor action was organized as a by-product. The
four members of the A.L.A. - the Auto workers, teamsters, chemical
workers, and distributive workers - all were previousiy affiliated with
the A.F.L. - C.I.0. The federation lost those unicons but revenue was
maintained by using a tax increase among attiliate members. Howaver,
such a break represents a serious blow to unions' national policy. he
auto and teamsters unions were not only the Targest unions, but also
represented possibie technological and strategic market positions. The
teamsters' union, for exanple, can virtually stop the transportation of

vital products. Even a strike by independent truckers in 1974 caused
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shortages of many products. Thus, such dominant unions greatly in-
fluence economic activities &nd have considerable bearing on govern-
merital decisions.

Nevertheless, key unicns have dominated American union member-
ships. The six and ten largest unions are not new, and in fact, are
virtually the same as they were half a century ago and in 1964, the six
largest unions accounted for over six miilion members. or 23.5 percent
of total American union membership, and the ten largest unions accounted
for 43 percent of total membership.3

The enly chance is the eliminatinon of the United Mine lorkers
from the top six, which resulted frem a decliine in the coal mining
industry. Our enerygy crisis may, however, give renewed growth to the
ceal mining industry which will eventually result in increased member-
ship for the United Mine Morkers' Union.

These kay unions have branched out on an industrial basis for
their memwberships. For instance, the United Auto Workers are also
¢rganized in aerospace and agricultural implement manufacturing. Other
unions have also follewed similar strategies in organizing members.
Unions have, in addition, crossed industrial boundaries in membership
drives.

A typical unionized menber is white, male, and blue-collar. He
will probably 1ive in one of five statss: Hew York, California, Pennsyl-

vania, I11incis, or Ohio; for these states account for approximately

§/Marten Esley, op. cit., p. 37.
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haif of the total United States' union membership.

Concentration

Unions have various concentration levels in different indus-
tries. The three primary unionized industries are metal and machinery,
transportation, and construction.5 Such observations are made from data
on union members compared to the percentage of total employment in in-
dustries. Table 2, however, dces not confirm the percentage of
workers under union contracts. Union membership totals are not iden-
tical with collective bargaining coverage. This chart relates where

union memberships are strongest in major economic sectors.

Tabie 2. Union Membership, 1370.

As Percentage of Total

Number Employment in Industry
Manufacturing 7,600,000 23.8%
Transportation, Utilities 2,527,000 44.8%
Services, Finance 2,103,000 7.8%
Construction 1,948,000 39.2%
Trade 1,709,000 10.2%
Governrent 1,255,000 22.2%
Mining 205,000 35.7%
Agriculture 46,000 2.4%

Source: "Frem Census Figures: Where Unions are Strongest," U.S.

News & Vorid Report, December 18, 1972, p. 98.

varten Estay, op. cit., p. 9.

.

ﬁ/Sae alsoc Exacutive Dffice of *he President/Office of the Manage-
ment and Sudget, Stasrdard Incustrial Classification Manual (Washington.
D.C.: U.S. Governzent Printing Office, 1972).




The Bureau of Labor Statistics made a rough estimate of the
degree of union organizations. It accounts for membership in areas
outside of the United States and also the extent of union coliective
bargaining coverage. In addition, this following table in complete form
covers some thirty-five different industrial groupings. The data pro-
vides an indication of the extensive coverage union contracts have with
respect to industriai bargaining agreements. Also, the proportion of
production workers covered by coilective agreements give some rough

estimates for comparison. These estimates are in Table 3 printed
from the Directory of National and International Labor Unions in
the United States, Bulletin 1668, U.S. Department of Labor, BLS,
1970.

Tabie 3. Union Membership as Covered by Collective Agreements, 1970C.

I. 75 percent and over IT. 50 percent to less than 75%
1. Transportation 7. Electrical machinery

2. Transportation equipment 8. Primary metals

2. Contract construction 9. Food & kindred products

4. Ordnance 10. Mining

5. Paper 11. Apparel

6. Petroleum 12. Manufacturing

Source: Richard Rowan, ed., "The Unions: Structure, Functions, and
Membership,” Readings in Labor Economics and Labor Relations,
19725 p. 196.

Mational concentrations' ratios present agaregate data con-

cerning union power. These ratios wiil probably understate the amount
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of monopoly in actual regional and/or locai geographic markets. For
example, the teamsters' union, which is the largest and most power¥ul
union, expended tremendous pressure towards trucking firms at locai
union -levels. The very competitive nature of the trucking industry
provides for little resistance to a union such as the teamsters.
Circumstances in other industries however may over-represent union
power. United Auto Workers, because of industrial concentrations, have
a weaker bargaining position than lesser concentrated unions. This
union operates in an industry dominated by four large corporations:
General Motors, Ford, Chrysler, and American Motors, which account for
92 percent of the value of shipments in the motor vehicle industry.
However, the United Auto Herkere have nver 75 pnercent of their pro-
duction workevrs covered by ccllective agreements. Consequently, the

auto workers' union possesses ai advantage because of its monopoiy, but
also facesa disadvantage by reason cf the countervailing power present
on the employers side.

Concentrated unions have a conglomerate type of structure. At
the union level one sees local, national, and federations formed.
Labor's national organization, the A.F.L. - C.I.0. (American Federation
of Labor & Congress of Industrial Organizations), for instance, accounts
for a large percent of union membership. "In 1964, 128 of the 188

national and international unions belonged to the A.F.L. - C.I.0. --

their combined membership was 15,150,000 or nearly 85 percent of total
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union mem':rership.“o Also, examples have already been presented dem-
onstrating that unions cross industrial boundaries in collective bar-
gaining.

The extensive nature cf concentrated unions' activities is
difficult to describe. Cooperation among unicns extends beyond fermal
affiliation. Locai unicns in cities may support one another during a
strike. Also, union assistance is provided nationally. An example was
the boycott of Farah Clothes in which the manufacturer was forced to
agree to unionization in the face of pressure from unions involved in
segments or other stages of manufacturing and marketing c¢f Farah Clothes.
These complex arrangemrents and multi-industriail unions demonstrate the

conglomerate nature of unions.

Growth Trends

Union membership as a percentage of the total labor force has
declined through the years. A bottom was reached during the early
1960's and since that time union membership has shown some increases.
However, this deciine in union membership has given impetus to talk of
union stagnation or deterioration. Table 4 reports the growth pattern

of union membership.

®/vartin Estey, op. cit., p. 35.
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Table 4. Union Membership as a Proportion of the Labor Force, 1956-1970.

— o o — - —

Total Union Membersnip Percent Union Members
Year Exciuding Canada of Total Labor Force
1956 17,490 28,2
1959 17,117 24.1
1963 16,524 202
1965 17,229 22.4
1966 17,940 22.7
1967 18,861 2l
1968 18,916 28.0
1970 19, 56 22.6

Source: Richard Rowan, ed., Readings in Labor Economics and Labor
Relations, 1972, p. 191.

Union cfficials dc have legitimate concerns abcout their member-
ships. Membership problems result from fundamental changes in tke
economy. The United States has become a service producing nation. For
instance, transportation, public utilities, trade, finance, insurance,
real estate, and other service industries have shown tremerdcus grewth.
In fact, by 1980, close to 7 of every 10 workers are projected to be in

service industries;7

whereas, the goods producing industries such as
manufacturing, contract construction, mining, and agriculture have
declined in percentage cf total employment. Consequently, the groups
being easiest to unionize are declining in importance in the econoiny.

Large industrial centers no longer assure growing union memverships.

Salaried workers are the new dominant labor force. For example,

7/Richard Rowan, ed., "Emplcyed Trends Projections and Impii-
cations," Readings in Labor Economics and Labor Relations (I1lincis,
1972), p. 24.
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white-collar jobs make up the fastest growing occupational group. This
group is now even larger than blue-collar occupations, with white-collar
workers occupying 38,392,000 jobs, or about 48.2 percent of the total
employment compared to 27,744,000 blue-collar vorkers, according to the
Bureau of Labor Statistics, 1972.

In white-collar occupations, these workers identify with manage-
ment. This hinders organizational attempts by unions. Also, there is
difficulty in organizing these workers of geocranhical diversity.

Other groups difficult for union organizers to reach are south-
ern textile, service, and shops under 200 workers. These aroups, such
as service workers, do not organize using traditional methods. For
example, it is very expensive tc organize small groups of workers. Some
new organizing approaches are needad to meet changing ecanomic trends.

Government employees have also experienced a rapid rise in
numbers. But union growth potential for government employees seems %o
be limited to help received by the government. This fact, coupled with
the no-strike clause of government employees, terids to destroy the so-
calied "big weapon" of unions.

Despite union organizing problems, unions are more powerful now
than at any other pericd. HMembership losses have c¢ccurred in manufac-
turing industries such as auto workers, steelworkers, and machinists.
lowever, union membership in service industries sucnh as teamsters,
electrical workers, and retail clerks has shown large gains. "New"
unions are also showing progress in organizing white-collar workers. For
instance, teacher unions are experiencing more effectiveness in collec-

tive bargaining.



Labor union decline is represented in terms of numbers rather
than in power. "The dire forecasts regarding union "stagnation" have
been Taid to rest.“8 Unions in manufacturing industries have better
finances and organizations than ever before; however, bureaucracy may be
a real difficulty facing unions. Inadequate organizing efforts and
fauity internal practices have prevented unions from expanding their
coverage of different groups of workers. Union officials are promoted
from within the organization and seldom recruit any outside executives.
Consequently, new ideas and people are needed in order to insure unicn

progress.

Union Government

Union government will be discussed in terms of the relationships
among three major levels. Union organizations can be termed as a
federation (A.F.L. - C.I.0.), national, or local unit. Each union level
has specific functions and powers.

The basic relationship between a federation and other members is
similar tc that of the United Nations to its membter nations. National
and lecal unions send members to conventions whare various proposals are
voted on during the meetings. The resulting resolutions are not, how-
ever, binding on the federations' constituents. In theory, the federa-
tion exists, because of national and local unions' prerogative --- simi-

lar to the situation in the United Nations. Nevertheless, much pressure

§/R1chard Rowan, op. cit., p. 174.
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is applied to force adherence to federation policy.
A primary function ¢t the federation is politicai. Various
organizations of the federation are working at state and national levels
to Tobby fer union policies. Another goal of federation policy is
research in getting labor's viewpoint recognized. Also, a cecordirating
function between different unions is essential to federation policy. For
example, information is exchanged among several unions as to the best
way to achieve union goals.
A second major segment of labor government is tre national
union. Some 188 national unions dominate union decisions. In many
cases, local unions are subject to poiicy decisicns of national unions.
Natinnal unieons have 1ocal unicns under specific contvais and reaula-
tions.
National unions, by concentrating power of negotiations at their
level, tend to reduce the importance and independence of local leacer-
ship. #™Most local unions can not declare a strike without naticnal
exccutive board approval. A strike called without such approvail deprives
strikers ¢f benefits and other types of aid.
A typical hargaining agreement is reached by national-bargairers.

unicins bargain for many locals. This type of bargaining is
noted as multiunit; such a type of bargaining has advantages for both
employer and unions. There is simplification of contracts and better
bargaining skills on both sides. A price is, however, paid by fixing
wage levels for a particular industry without substantial regard to

particular firms or localities.
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Multiunit bargaining can develep into what is known as pattern
bargaining. This is a procedure by which gains in one industry are also
sought in other industries. It is a situation where wage increases
granted for auto workers are also demanded by steelwerkers. There is
some evidence of this changing wage structure among different indus-
tries. For instance, some economists are of the opinion that "we have
reached the state where a limited number of key wage bargains effec-
tively influence the whole wage structure of the American economy."9

The third level of organized labur is the jocal unions. As
already noted, most decision making authority is taken away by the
national union. National unions can disband, suspenrd, or supervise
local union functions. In some cases, lucal ofVicers may be removed oy
national.executives without the consent of local members.

Local unions function where workers 1live with agreements mada by
national unions. At this local level, agreements are administered and
interpreted. Any difficulties of employment are resolved through ariev-
ance procedures among employer and local unicn officials.

Government at locals is democratic in nature but members prefer
to let paid executives run the union. These paid offTicials further draw
power away from union workers. A typical member tends to judge his
union by its effect on his pocketbook. Thus, a union receiving sub-
stantial wage increases has a free hand in assisting union officials in

making decisions.

Q/Bioom and Morthrup, Economics of Labor Relations (Iilinois,
1965, p. 389,
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Only 10 or 15 percent of the members may turn out for an
ordinary unicn meeting, and even such critical decisions as election
of officers or the ratification of a proposed collective- 10
bargaining settlement may bring out & bare majority of members.

JUnion Competition

Union organizations start at small levels and usually expand
from such boundaries. Most unions begin on either a craft or industrial
base. Craft unions organize workers in particular occupations or
trades, regardless c¢f industry. Whereas, industrial unions draw all
workers involved viithin an industry.

Ctviously, unions today are not purely craft or industrial in
nature. The ornce distinctive union classifications have become blurred
due to chanuinag techroliogy and industrial practices. Changing processes
and techniques of procuction have created unskilled jobs from skilled.
Industrial unions, such as the United Auto Workers, are organized in
other industries ard crafts to meet changing economic trends.

Further competition for union members has been grovided by
legislative acts, as were previously discussed. Groups of workers were
given the right to bargain collectively through representatives of their
own choosing. Conseqguently, members, not unions, would decide who
shouid represent the workers. This situation providad for much raiding
among unions. Excessive competition among unicns resulted in needless
union activities. Union officials spent their organizing afforts in

attracting members frcm other unicns. Therefore, new groups of workers

lg-/Richard tstey, op. cit., p. 49.
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were not being organized, but merely created internal fights among
existing unions.

The A.F.L. - C.I.0. merger in 1955 attempted to elimirate
competition among unions. Each union was provided exclusive juris-
diction based on historical data. Memberships under unions were also tc
remain intact as of the merger date. Union officials would reiy on
union charters and other pertinent information to establish jurisdiction
of unions. Also, a no-raiding agreement was signed for affiliates of
the A.F.L. - C.1.0. This proposal meant that unions could not actively
seek to gain members from other unions or accept their membership.

Exclusive jurisdiction is more philosophy than fact. Union
bouncdary lines are not clear. Unicins even rewrite their cnarters to
include specific groups. Conflicts also result in unions when job
combinations can reauire workers from two different unions.

Cooperation is voluntarily requested among unions as to bar-
gaining relationships in organizing workers. If disagreements occur
among unions, the Cole Board (impartial group) attempts to settle
differences. The Cole Board is an impartial group that attempts to
settle raiding and jurisdictional disputes among affiliates of the
A.F.L. - C.I1.0. It provides a procedure by which unions can solve their
internal differences among tnemselves. In fact, the National Labor
Relations Board allows the Cole Board to first settle the dispute. Tken,
if no agreement is reached, the disagreement becomes a case for the
goverrnment to solve. The National Labor Relations Board then attempts

to settle this competition among unions.
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Unions affiliated with the A.F.L. - C.I.0. are restricted in
organizing members. This means that members dissatisfied for any reasorn
with the union representing them have only three choices: (1) alter
union policies, (2) decertify their present union, or (3) support a union

not affiliated with the A.F.L. - €.150.12

Such alternatives, for
various reasons, are not practical. Internal labor union reform to
alter policies is, at best, a slow process. Decisions concerning union
poiicy are made in the higher levels by union officers. The second
alternative would deny workers a union to protect their economic posi-
tion. Also, attempts tc decertify present unions through the Nationa?l
Labor Relations Board provisions are seldom successful. The third
choice would usually mean to accept a union expelied from the A.r.L., -
C.I.0. Unions not affiliated with the A.F.L. - C.I1.0. are often lacking
in necessary resources to bargain effectively with large industrial

corporations. Consequently, competition among unions is for new members

not from groups already organized.

Finances

Labor unions are substantial organizations in terms of finances.
Large funds are held by iocal, intermediate, national, and federated
unions. Such funds are needed to perform complex btargaining rnegotia-
tions. Strike funds and legal assistance requirc large outlays. The

foilowing table indicates firnances held by the ten largest rational

~ll/B1oom and Northrupl, op. cit.', p. 82.
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unions.

Table 5. Union Total Receipt and Net Worth {in Millions of Dollars), 19€3.

- . T

Union Net Worth Total Receipts
Teamsters $ 41.5 $ 22.3
Automobile Werkers 87.9 46.2
Steel Workers 23.0 56.0
Electrical (IREW) 13k 3 62.4
Machinists 29.5 19.2
Carpenters 22.4 16.0
Retail Clerks 5.9 7.6
Laborers - -
Meat Cutters 13.5 4.6
Hotel and Restaurant -= -—

Source: .Bloom and Northrup, Eccnomics of Lator Relations, 1965. p. 121.

Note: Dashes indicate no data reported.

National unions are muiti-million dollar concerns administered by
top executives. Most income is received through dues and initiation
fees Trom their members. Reserves ¢f funds are also invested in securi-
ties such as government bonds. These three scurces provide nationai
unions with their operating budgets. Revenue from members is limited,
however, by majority vote on any dues' increase. Also, excessive or
discriminatory fees by unicns are illegal under various legislative
acts. In addition, unions usuaily manage welfare and retirement funds,
which are large financial accounts.

An example of the financial portfoiio illustrating the major

income and expendiiure segments of a national unicn such as the Unitec



Mine Workers is reported in Table 6. The complete details of finances
are not available, but acts such as Landrum-Griffin provide for complete

accountability of finarnces.

Table 6. United Mine Workers' Finances.

Finarces Welfare and Retirement
Fund Finances

b — — s — e e m

R — — < — — -

Income: 13 mitiien 1971, including Receipts: 198 miilion
3.7 million from romher-
ship dues, 5.8 rillicn from
dividends and intarest, Expenditures: 232 million

Qutgo: Almost 24 million, 4.5 fo
settle lawsuits, $755,%00 in | Reserves: 79 million
officers' salaries aic
expenses; 2.4 miliien in
employee payrcll and ra2latad
expenses.

Total Assets: 63 million

Source: U.S. News & World Report, January 1, 19732,

The aggregate finances of unions are even more impressive. Na-
tional unions in 1970 made 17 miilion dollars in i1oans to other unions.
One can also determine where money decisions are made. Mational unions,
of some 190 in number, have control over large assets. Uknereas local
unions, some 75,000 in number, have impressive assets in total, but
individual union finances are small in comparison to naticnal unions.
The toliowing table records financial data of unions. One notes that

national union loans have increased in size substantially.



Table 7. Labovr Unions - Financial Data, by Type of Union (in Miiiions
of Dollars).

National Unions Intermediate Bodies | Lecal Uniocing
19¢8 19/0 *7868 | 19/0 | *:9651 1970
Totzl Assets 11,037.6 1,068.1 171.9 | 203.9 1,18511,264,2
Loans Hade | 7.0 16.7 2.9 4,7 8.6 1643

Source: The fAmerican Almeriac, 93rd. edition, 1973, p. 243.

*1068 data from 1971 Statistical Abstracts.

INDUSTRIAL CKGANIZATIONS

The structure of iabor unions relates tc the industrial davel-
obment of the Tirm., ror example, Robert T. Averitt says. 'lador has
darived a structure. ah organizational cenficuration condifioned by t
nature of the business firms with whom they negstiate.”lz Consequently,
the structure of industries indicates sotentizl bargaining relationships
with taber unions. 7hus, & discussiaon concerning industry aspects
providas an analysis of factors affecting business decisicns,

However, "the fact that the growth sectors of the labor movement
coincidz 20 closely with the growth sectors of the labor force suggests
that vaieons may be adapiing semewhat nmore effectively to a chancing

. ! i i NG e . ,
environment than is gereraliy recogized." [his growth suggests that

— o ——

12/Rebert Averitt, The Dual Econamy (New York, 1968), p. 131.

12/ % _ . -
22/ Mavrten Estey, op. cit., p. 1i.
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union and industrial organizations operate with a degree of separeztion.
The various powers that each controls affects factors such as wages.
One can have a type of market known as a bilateral monopoly. Rcughly
speaking, this type of mononoly applies whenever a union can raise the
wage level of a firm or industry within a certain range withsut causing
any adverse effects on the demand for labor and whenever emplcyers can
reduce the wage level without any adverse effects on the suppiy of

1
1abor.‘4

In a bilateral monopoly situation the wage and amount of fabor
hired would be between the two exiremes. A condition can exist where
countervailing power operates. Labor union power, due to the number of
workers under collective agreements, is blunted by management power, due
to industrial concentrations. These relationships are important in
determining wage increases. Thus, the discussion wiit anaiyze concen-
trated industrial aspects and consequently its impact oit wages.

Industrial structure of firms is examined in lwic parts: (1)

industrial environment and (2) concentrated industries.

Industrial Environment

Industrial envirenment of firms has be&n discussed in scne
detail by various authors. Most industries are described in terms of
being highly concentrated with a significant magnitude of market domina-

tion by a few large firms. For instance, "less than one percent of

——

14/pichard Rowan, ed., "An Evaluation of Wage Theory," Readings
in_Labor Economics and Labor Relations (I11inois, 1972), p. 438.
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the manufacturing companies do over half of all the manufacturing
business.”15 One sees dominant firms with vast markets controlling
large financial assets. MNeedless to say, such comments are generaliza-
tions and no application to any particular firm is being made. For a
more exacting account of industrial organization, one neceds to read
descriptions developed by Richard Caves and Joe Bain. Such a discussion
of industrial organization is beyond the scope of this paper. However,
specific items of relationships between unions and firms will be ex-
amined.

The demand for labor is determined by various factors. One
dominant factor is demand of the product produced by labor. Conse-
auently, an elasticity of demand for labor also has been developed.

Elasticity of demand for 1abor'16

Elasticity of demand for the product.

Proportion which labor costs form of total production costs.
The difficulty of substituting other factors for iabor in
production.

The supply curves of productive services other than labor.

E RN e

To sum up: an industry's demand for labor will be more in-
elastic - that is, a wage increase will produce a smalier drop
in employment - in proportion as: (1) demand for the product is
inelastic; (2) labor costs form a small proportion of total costs;
(3) the known possibijlities of substituting capital and other
factors for labor are small;_and (4) supply of one or more non-
labor factors is ine1ast1’c.1

Jﬁ/Robinson, Morton, and Calderwood, An Introduction to Economic
Reasoning (New York, 1967), p. €5.

lﬁ/L]oyd Reynolds, Labor Economics and Labor Relations (New
Jersey, 1970), p. 82.

1/ 1pid., p. 83.




30

The labor force was growing at an annual rate of over two
miliion annually but the natural growth rate now is approximately 1%
million a year.18 The growth rate is less than recent trends. Women
will occupy more jobs, so many shortages in industries will not appear.
Labor supply would indicate a large age group (24-35) necessary for
rapid economic expansion. This age group provides industry with the
necessary marpower for middle management and labor positions.

Labor's supply and demand has been discussed to some extent.
Next a study of specific results of firm concentrations and mergers will
be presented.

Firms have acquired large financial assets. Wealth of firms has
bcan perpetuated and increased through acquisition of different indus-
trial firms. Diversification of multi-industry companies is quite
common. Such practices have resulted in enormous financial assets of
business enterprises. Comparison of assets between firms and unions
reveals a large edge held by firms. Nevertheless, comparison between
firms and unions should be in representative industries. However, firms
and also unicns are multi-industry, making such analysis difficult.
Nevertheless, Table 8 does represent a degree of ccmparisons between

business enterprises and labor unions.

18/pysiness Week, February 10, 1973, p. 15.
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Table 8. Comparison of Ascets of Six Largest Business Enterprises with
Asaets of Six targest Internaticnal Unions as Ranked by Assets
(in Millions of Dollars), 1963.

Company Net Assets Union Net Assets

American Telephone &

Telegraph 26,716.5 Automobile Workers 87.9
Standard 0i1 (N.J.) 11,487.7 Mine VWorkers 83.5
General Motors 10,239.5 Teamsters 41.5
Ford 5,416.5 Machinists 29.9
U.S. Steei 5,059.7 Ladies' Garment Workers 29.1
Gulf 0il 4,243.6 Bricklayers 28.4

Source: Blcom and Northrup, Eccnomics of Labor Relations, 1965, p. 129.

Firms have also formed unions among themselves. The twn nation-
al associations are the National Association of Manufacturers and United
States Chamber of Commerce. In addition, employer associations have
been organized to negotiate with unions. For example, mutual pacts
have been organized in such avreas as trucking and maritime. These
employer associations are unable, however, to maintain a united front
vhere a large number of small firms are present; whereas, employer
associations among a small number of large firms can be very effective.

A factor emerging from multi-industry firms and unions is co-
alition in bargaining agreements. In attempting to bargain with con-
glomerates, union contracts will expire in multi-industries at the same
time. The situation is then present whereby unions can shut down a

multi-industrial corporaticn.
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Concentrated Industries

Many factors could be examined when determining which data best
describes concentrated industries. O(ne can study assets per employee,
sales per employee, percent of value of shipments by large producers,
profits per dollar of sales, rate of return on stockholders' equity, or
profits before taxes. The two variables chosen are percent of value of
snipments ard profits before taxes. The industrial section is divided

into two parts: (1) degree of monopoly power and (2) profit rates.

Degree of Monopoly Power

A concentrated firm which has some degree of monopoly power
represents strong resistance to union demands. In oligecpolistic in-
dustries, such as automobiles and steel, wage increases here can be
blunted due to bargaining power of concentrated firms. Some experts use
concantration ratios te indicate this degree of monopoly pover. Another
possibility is that concentrated firms grant wage increases rather than
risk prolonged strikes. This degree of monopoly power allows concen-
trated firms to pass increased costs to the consumer. More avidence
needs to be develoned before any definite conclusions can be made.

The following table denotes concentration ratics as the per-
centage of total output of a particular product supplied by those whose
principal activity is the making of that product. Such data provides

insight into the industrial structure of these particular industries.
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Table 9. Percent of Shipments Accounted for by Large Manufacturing
Companies, Selected Industries.

Value of Shipments, percent of
Number of | total ranked by company size
Industry for Year of 1967 Companies 4 8 20
largest largest largest

Motor vehicles 107 92 o8 99+
Motor vehicle parts &

accessories 1,424 60 68 78
Aircraft 91 69 89 99
Petroleum refining 276 33 57 84
Aircraft engines & engine

parts 205 64 81 93
Photographic equipment

& supplies 505 69 81 89
Meat packing plant 2,529 26 39 49
Coustructicn machinery 578 41 63 7
Tires and innertubes 119 70 88 97
Cigarettes 8 81 100 -
Malt 1iquors 125 40 59 86
Telephone, telegraph

apparatus 82 93 96 99
Motors & generator 32C 48 60 74
Canned fruits & vegetables 930 22 24 52
Soap & other detergents | 599 70 78 86
Fabricated structural steel 1,865 13 18 26
Organic fibers, non-

cellulosic 22 84 94 *(D)
Blast furnaces & steel mills 208 | 51 69 84

Source: The American Almanac, 93rd. edition, 1973, p. 704.

*D - withheld to avoid disclosure.

High Degree of Moriopoly Power

A powerful firm which has a dearee of monopoly power represents
strong resistance to union wage demands. In oligopolistic industries,

stch as automobiles and steeil, wage increases could be lower because of
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such firm structural features. Authoi*s use concentration ratios here to

indicate this monopoly power.

Profit Rates

Profit rates help explain product environment of different
industries. High profit industries denote a greater control over the
market. Profit rates suggest the degree of price setting abiiity of
firms. Nevertheless, one should be careful of suggesting toc much from
such data. Firms, instead of acquiring large profits, may seek to gain
wealth through diversification in other industries. A large profit can
be nullified through acquisition of non-profitable firms.

The data concerning percent of value of shipments by large
producers and corporate profits before taxes were chosen because several
correlation studies have been done using such variables. In following
chapters, importance of such data as degree of moncpoly power and profit

rates will become apparent.



Table 10. Corporate Profits, by Induétry (in Billions of Dollars).

Before Taxes After Taxes
Industry 1968 1969 1970 {1968 1969 1970
Agriculture, forestry, and
fisheries .2 2 1 .1 i a
mining .8 .7 6 .6 o .3
contract construction 1.91 1.9 1.6 152 i | 1.0
manufacturing 43.4139.3 |32.1 |[22.8 {19.7 {16.9
Wholesale & retail trade 11.6 | 12.1 j11.5 6.81 7.0 7.0
Finance, insurance, and
real estate 13.0113.5 [14.4 652 ki 6:2= Liibad
transportation .9 .6 | -.3 .8 -.8
Communication & public util. 9.7} 9.7 | 8.8 4.8 | 4.8 | 4.8
services 2.0y 1.7 | 1.7 1.0 .7 .8
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Source: The American Almanac, 93rd. edition, 1573, p. 482.

LEGAL ENVIRONMENT
Legal aspects concerning unions' structure are numerous. The
discussion will include topics dealing with five areas: (1) torts,
(2) contracts, (3) restraints of trade, (4) Supreme Court cases, and

(5) other legal accords.

Torts

A tort is an injury to the person, property, or right of an-
other not arising out of a contract. This is different from a breach of
contract where breaking the terms of a contract by non-performance or
by some overt act contrary to the agreement occurs. A tort can best be
described as a violation of legal duty to another.

Union members, during strikes, carry on many activities such as
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picketing and work stoppages. These actions are within the law.
Difficulties, however, uccur when illegal conduct creates damages to
preperty of business firms. For instance, torts in the form of property
destruction are committed by window and equipment- smashing. The em-
ployer will have difficulties in recovering damages from a union. One
expert has concluded that "the union is not 1iable for acts of its
members in the course of a Tabor dispute.”19 The doctrine of respondent
superior (principal is liable to third person for wrongful acts of his
agent) does not seem to apply for labor unions. Therefore, labor union
members can commit torts with no effective way of stopping them or
recovering damages from them.

The violernce in labor negotiations should not obscure the fact
that most contracts are peacefully negotiated. Hevertheless, unions are
responsible to some degree for actions of their members. A case now
before the National Labor Relations Board between Associated Builders
and Contractors (ABC) and the major craft unions could resolve legal

responsibility of unions.

Contracts

National unions bargain with companies about terms of labor
contracts. A national contract once reached is then voted upen by each
local. However, Tocal unions can strike tecause of conditicns of employ-

ment in various firms. So, the signing of a national contract dces

19/Roscce Pound, Labor Unions and the Concept of Public Service
(Washington, D.C., 1959), p. 28.
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not necessarily prevent locals from striking.

Contracts reached by union officials also have to be acceptatle
to the membership of that union. Several cases have occurred in which
union officials needed to return to the bargaining table to gain larger
wage increases. Unions have a difficult task in negotiating contracts
acceptable to managewent and numerous union members. The amount of
flexibility in contracts has thus drawn both praise and criticism.

The Norris-Latuardia Act has insulated labor unions in the

field of injunctions against 1iability for breach of contract.

In practical Sff:ct the unions had a general immunity for breach
of contract.2V .

Supreme Court Cases

U.S. Supreme Court decisiouns have given unions the power to
restrain trade withcut providing restrictions. The following four
court rutings will give some idea of the power that labor has received:

Apex Hosiery Co. vs. Leader - it was held that Tabor unions
were within the purview of the Sherman Act. However, a direct
and intentioral prevention of shipment of delivery of goods_in
interstate commerce was held not in restraint of commerce.?

U.S. vs. Hutchason - secondary boycotts were held immuned
from liability under the Sherman Act so long as the union acted
in its self interest and did not combine with non-labor groups.22

Hunt vs. Crumbech - this Court decision went the whole way of
complete immunity. It is not merely, therefore, that labor unions
are exempted from the provisions of the statutes against combina-
tions and agreements in restraint of trade. They may actively
interfere with trade and commerce with immunity from what is often
the only effective remedy.é3

20/Roscoe Pound, Ledal Immunities of Labor Unions (Vashington,
D.C., 1957), p. 26.

2Y 1pid., p. 34. 22/1bid., p. 34. 2¥1bid., p. 34-35.



Allen Bradley vs. Lecal Union No. 3 - the Court is helpless
to prevent the exercises of moncpoly power by labor unions. The
desirability of such an exemption 95 labor unions is a question
for the determination of congress.

The Clayton Act (1914) made unions exempt from anti-monopoly
legislation. Labor elation over this act, however, prcved short-lived.
The judicial interpretation was that Section 6 of the Clayton Act had
not changed the fundamental fact that it was activities of a union that
determined whether or not it was in violation of the antitrust 1aw.25
However, previously cited interpretations of Supreme Court cases seemed
to exempt unions from any antitrust action.

A Supreme Court decision of the United Mine Workers vs. James

M. Pennington brought antitrust action into collective bargaining

again. "The Court held that a wage agreement between a union and an
employer or group of employers which includes an understanding that the
union will seek the same terms from other employers in the industry,
may violate antitrust Taws . "26

Implications of the United Mine Workers vs. James M. Pennington

Case are numerous. Pattern bargaining may violate the antitrust law.
Aiso, multi-employar agreements, which imply the same terms imposed on
employers who were not members of the group, may violate antitrust.

Clarification is needed to determine the degree of antitrust action.

2%/ ponald Richberg, Labor Union Moncpoly (Chicago, 19€5),

pp. 83-84.
25/

Marten Estey, op. cit., p. 97.

?p/Herbert Marx, ed., American Labor Today (New York, 1965),

p. 131.



Restraints of Trade

Antitrust action is an all-inclusive term. Usually such termi-
nology 1is applied to business firms. Actions include break-up of firms
fines and restrictions on exclusive business practices. Antitrust is
applied to eliminate moncpoly and restraint of trade practices. If
antitrust is applied to labor unions such policy would follow the
following specific guide]ines:27

1. Ban industry-wide power of unions over bargaining.

2. Prohibit restraints of trade by labor unions.

3. Ban all union secondary boycotts.

4. Outlaw the union shop.

The first proposal wouid eliminate nationail unions‘ control over
bargaining agreements. Local unions would then bargain with firms. Such
bargaining with local unions would mean multiple contracts for firms.
The smaller local unions would also find difficulty in bargaining with
powerful incdustrial corporations. One would suspect that Tabor peace
among managerents and unions would disappear. There would be pockets of
isolated strikes in industries. Local uniorn members might turn to
violence to resolve their frustrations in bargaining.

The second guideline, which would prohibit restraints of trade
by labor unions, is vague in specifics of application. Such a proposal
does not call for a shattering effect of union organizations. The same

bargaining arrangements would be kept but violators such as employers

gZ/AQE]x¥the Antitrust Law to Unions (%Washington, D.C.: Chamber
of Commerce of the U.S., 1963).
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and unions could receive fines. For instance, multi-unit contracts that
imply the same terms on employers who are not members of the group may
violate the restraint of trade law.

Secondary boycotts are illegal. A boycott which restrains
workers from dealing with anybody who used the goods of an "offending"
employer is declared illegal by the Taft-Hartley Act. The boycott is
legal, hcwever, if the restraint of trade was an "incidental" conse-
quence of the union's pursuit of its primary objective of winning a
labor dispute.28

Outlawing of the union shop could virtually destroy unions.
There is. a need for unions to acquire membership automatically. Con-
centrated unions are necessary to bargain with large industrial virms,
Unions without such an organization might be unable to secure gains that

workers deserve.

Other Legal Accords

Labor unions are tax-exempt associations. The revenues received
by unions are not depleted because of taxes. Labor organizations are
also not required to incorporate. This lack of corporate status poses
many interesting questions. The reason is that most labor organizations
are controlled through corporation law. Only eight states have general
statutes as to suits by and against unincorporated asscciations.

State right-to-work laws are for the purpose of giving employees

a choice to unionize or not. Today, nineteen states have state right-

—_—

28/Marten Estey, op. cit., p. 98.



to-work laws. These states are midwest and southern in geographic

location, and rely heavily on agriculture as their industrial base.

By the 1960's no major industrial states had a right-to-vork law.

48



CHAPTER III

CONDUCT

Conduct of unions is studied in a manner similar to that of
structure. Specifically, the examination of conduct factors will in-
clude (1) strikes and (2) union finances. These factors explain much of

labor union conduct which influences our economy.

STRIKES

Labor union conduct involves many activities in order to achieve
collective bargaining agreements. The strike is a dominant feature
hecanse of its econnmic costs and the publicity which it receives.
Therefore, any discussion concerning union conduct will have to include
strikes as a general topic area.

A strike has many features. The major areas that will be
studied are: (1) types, (2) Jjob rights, (3) stoppages, and (4) costs of

strikes.

Types of Strikes

Unions' "big" weapon is known as the strike. A strike is a work
stoppage; especially the quitting of work by a body of laborers for the
purpose ¢f compelling the employers to comply with scme demand or con-
dition. Union officials use this weapon, or threat of, in negotiating
for agreements. Strikes are the method previded for unions te deal with
large firms in wage determinations. This is why the union's right to
strike is a prereguisite to union power.
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There are many different strike classification schemes. Strikes
are termed as: (1) wildcat, (2) quickie, (3) partial, and (4) nego-
tiations failure. Each of these different types of walk-outs have
significance to unions and management. For instance, in 1972, small
strikes were taking a heavy toll on firms when a few workers in key jobs
walked off the job. Such strikes cause small union 1osses while in-
flicting heavy damages to firms. Such policy represents a particular
philosophy of 1abor unions to various market situations. Our purpcse is
to examine different types of strikes to clarify objectives.

Wildcat strikes occur when a group of employees walk off the job
for some particular reason. Such a walk-out is not called ty union
officials. In this situation, members wculd not receive any csupport
from union officials. The wildcat strikes represent an early period in
national unions' control over union members. Consequently, such strikes
are of short duration now. Management and national unions move guickly
to resolve minor differences.

A quickie strike is a recent procedure used by unions. Such a
situation occurs when workers walk off the job for a short period of
time. Usually the next day the workers are back at work. This strike
is called by union officials for the purpose of disrupting working
procedures wnile causing a minimum of loss to union finances. A union
may use such tactics when finances are low because strike benefits are
not paid unless a strike is continued for about two weeks.

Government employees and other related public service crgani-

zations apply the partial strike procedure. Vital operations, such as
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police and fire protection, are continued, but at a reduced rate. An
excessive number of workers on sick call is a pretense used by labor to
disregard no-strike agreements. Several authors have suggested that the
public service area may cause more serious strike problems in future
years. Strikes may cccur especially at the state level where workers
have no alternatives for alleviating contract differences.

The catchall category of strikes is the negotiation's failure.
This strike happens for many reasons. Vast differences in settlement
offers are a common difficulty. However, if the strength of the union
is at stake, the so-called group objective of the workers may take

precedence over the immediate economic objectives.1

The length of time
involved in a strike of this type may possibiy be irreievant. Unions
are engaged in a power struggle. Unions form a cohesive group in order
to achieve their goals. These types of strikes are not only ccstly but
serve as an effective tool whereby workers have a chance to "speak up".
This strike was against Phelp Dodge at Bisbee, Douglas, and
Morenci, Arizona. Settlement of the strike brought an average
increase im wages of fifteen cents an hour, but since the employees
were offered an average increase of 12% an hour before the strike,
the actual strike gain was 2% an hour. It appears that the employees
must work 2,620 days to make up their lost wages out of their actual
gain. If we figuEe six working days a week, they must work more
than eight years.
There are many reasons for strikes. Mention was made of a

power strugqgle; however, such motives are difficult to classify. A

/Robinson, Morton, and Calderwood, An_ Introduction to Economic
Reasoning (New York, 1967), p. .88.

2/ponald Richberag, Labor Union Monopoly (Chicago, 1965), p. 109.



wage dispute can be disguised as a power struggle. For the most part,
wage changes have accounted for a majority of strikes, but wages are
by no means the only reason. In recent years, for example, there have
been strikes over the following kinds of issues: plant work rules,
duration of contract, funding of pension plans, arbitration proposals,

and union security agreements. (See Table 11.)

Table 11. Quantitative Breakdown of Causes of Strikes for 1970.

% of % of

Major Issues Stoppages Major Issues Stoppages
General wagce changes 12.9 Mage adjustments 3.8
Plant administration 16.1 Other working conditions 3.1
Union organizations & security 10.3 Job security 840
Interunion & intraunion matters 9.9 Other contractual matters 1.9
Not reported 1.0 Supplementary benefits 4D
Hours of work Ox 1

Source: Dan Golenpaul, ed., Information Almanac, twenty-sixth edition,
New York: 1971, p. 123.

Job Rights

Workers on strike perceive that their job has not been termi-

b2

nated but suspended pending completion of satisfactory agreements. The

worker has a vested interest in his job. Management may, however,

resort to hiring other personnel for those striking workers, in order

for the business to continue operations properly. When such conflicting

interests are present, the courts become the final arbitrators.

Federal labor laws generally permit an employer to replace
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striking workers who struck in protest of unfair labor practices. <Cases
have occurred in which white collar workers haye been suspended tempor-
arily, not dismissed, because of a production strike. However, a lock-
out, which means that an employer involved in a labor dispute has shut
down his plant would be an unfair labor practice.

The difficulty in determining jobs' rights stems from a dis-
tinction in niotives. Workers striking for economic reasons and unfair
labor practices have different rights. Management is able to hire other
workers during an economic strike. Usually such practices of strike
breaking are met with violence which has prompted the Supreme Court to
move toward clarification of job rights. Workers on strike cannot be
firede for striking Tor an unfair iabor practice. Aiso, strikes involv-
ing economic reasons retain a partiel immunity from job replacement:

A unanimous Supreme Court decision ruled Tuesday that it is
an unfair labor practice for an employer to fire a worker solely
for taking part in a strike. . . . In overturning the Lower Court,
the Supreme Court said, in an opinion written by Justice Potter

Stewart, that firing a man on strike is cause enough for his
reinstatement.”

Stoppages
Working time Tost in strikes has been decreasing in the United

States. Management and Tabor unions have been working more effectively
in avoiding strikes. Alternatives to strikes have been achieved and are
the goal of both parties. While working time lost during strikes has

been declining as shown in Table 12, time lost is still a significant

—— e ——

§-/“High Court Rules Man Cannot be Fired for Striking," Minneapolis
Tribune, November 8, 1972, p. 5A.



factor as will be discussed in later sections of this chapter. Due to
the decline in loss of working time, more time is now lost because ‘of
coffer breaks or sickness than because of strikes. Some experts are

Table 12. Working Time Lost in Strikes as a Percent of Working Time
in Total Economy.

- = -y

Year Percent
1945-1949 0.47%
1950-1959 0.26%
1960-1969 0.17%

Source: Richard Rowan, ed., "Freedom to Strike is in the Public
Interest," Readings in Labor Ecconomics 2nd Lahor Relations,
1972y p. 327.

of the opinion that the relative time loss due to strikes performed a
valuable function in our free collective bargaining system. The time
loss due to strikes represents a desire by workers to secure wage
increases that are due to them.

While the percentage of time lost in strikes has been decreasing,
there has been a large increase in the total number of stoppages,
workers, and man days idle due to strikes. One can see sufficient
disturbance in economic or political Tife to generate pressure for

changes in the industrial relations system. (See Table 13.)
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Table 13. Work Stoppages.

Year Number of Stoppages llorkers Involved Man Days Idle

e

=

1964 3,655 1,640,000 22,900,000

1969 5,700 2,481,000 42,869,000

Source: Luman Long, ed., The World Almanac (New York: Norton &
Company, Inc., 1968), p. 362.

The United ‘States has a relatively strike-prone economy in
comparison to other industrial nations. Even when comparisons are
adjusted for relative size differences, the United States has an excess
of time jost during strikes. Nations, such as Japan and West Germany,
do not experience this loss. The United States ranks near the top among
nations jn the amount of working time lost in industrial disputes.

Furthermore, threats of a possible strike can create havoc.
There was a bizarre aftermath to the peaceful negotiation of the 1971
labor-management agreement in the steel industry: Many mills shut down
or cut back operations to as low as 25% of capacity; mure than 80,000
steelworkers were laid off - some for eight months, and most mills
posted heavy operatirg 1osses.4 When a settlement was reached peace-
fully, accumulated inventories in preparation for a strike had to be
worked off.

Examination of work stoppages reveals information about unions

ﬂ/§E§ine§§“yqu - Tanch- 10, " 19735 p. k6 :



and firms. Most major strikes occur in the manufacturing sector. This
is to be expected because of the greater number of firms in manufactur-
ing. Nevertheless, one can find apparent reasons for so many strikes.

Concentrated unions and firms lead to bargaining conflicts.

Table 14. Vork Stoppages, by Industrial Group for 1971.

. — — ——

Workers involved Man-Days Idle

Industry Group Work Stoppages in thousands in thousands
Manufacturing 2,389 848 18,319
Nonmanufacturing
-mining 657 383 4,934
-contract construc-
tion 75 450 6,851
-transpgortation,
communication, etc. 316 267 13,420
-Government 327 151 893

- a—

Source: The American Almanac, 93rd. edition, 1973. p. 7C4.

Manufacturing, as an industrial group, can be further divided
into durable and nondurable goods sectors. In durable goods markets,
work stoppages occur more often. Associated with durable goods firms
are concentrated unions and firms. Unions account for a large pro-
portion of the workers covered by collective agreements. Also, firms
account for a substantial percentage of shipments for their particular
industry. This information provides some rationale for the numerous
strikes in durable goods. On the other hand, nondurable goods' markets
are noted for having fewer concentrated uniors and firms.

The data concerning concentrated unions and firms will not
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be presented. Classification schemes of the three variables are not
compatible. Partial data, however, has led to this rationale, probably
correct, but still untested.

A look at the auto indusiry reveals a strike prone industry. It
is an industry in which the four largest companies account for over
ninety percent of the shipments, and unions have over seventy percent of

the workers under contract coverage. (See Table 15.)

Table 15. Major Strikes in the Auto Industry.

-— - -

Workers
Year Invoived Company Days Struck
1945 200,000 General Motors i3
1948 75,000 Chrysler 17
1943 62,000 Ford 25
1959 95,000 Chrysler 102
1955 160,C00 General Motors 12
78,000 Ford 9
1958 275,000 General Motors 26
75,000 Ford 13
1961 239,000 General Motors 20
116,000 Ford 19
1964 275,000 General Motors 45
25,000 American Motors 7
11,000 Ford i9
1965 114000 American Mctors 20
1967 159,000 Ford 6
44,000 General Motors 13
17,000 Chrysler 10
1968 18,000 General Motors 13
1959 28,000 General Motors 87
1970 355,000 General Motors 69

Source: U.S. News & World Report, July 30, 1973, p. 45.




The year 1973 was, in general, a peaceful year in contract
negotiations. The United Auto Workers signed major agreements among the
auto industries without strikes. Two dominant factors that help explain
this industrial peace are: (1) wage-price controls and (2) the energy
crisis. Unions have been negotiating for fringe benefits and short term
contracts in anticipation of expiration of wage-price contrel in March
1974. The energy crisis has also placed firms in higher priority in

order to meet current demands.

(gisiiss,

Strikes involve costs incurred by many people during such a
walkout. The losses will be studied by looking at direct, indirect, and

welfare costs.

Direct and Indirect Strike Costs

Jorkers and employers involved in a strike have direct losses
from wages or profits. However, the effect of a work stoppage spreads
through industries and produces losses at times far distant from the
source of the strike. The Bureau of Labor Statistics has completed
studies on indirect unemployment caused by particular strikes. For

example, Barrington Associates; report on the Effect of the 1966

New York City transit strike.on the travel behavior of regular transit

users provides good data on total strike costs. Nevertheless, one is
faced with many uncertain aspects. Strikes in industries, 1like steel,
might indirectly cause lay offs in equipment manufacturers which could

scarcely be related to the steel strike.



Public transportation, which is an important segment of our
economy, lends itself to explore the possibilities of indirect unemploy-
ment. The public directly depends on commuter transportation for
reaching work. This study was done in 1966 analyzing the effect of a
New York City transit strike on the travel benavior of regular transit
users. Data indicates that man-days-idle due to strikes are much higher
than those computed. Furthermore, indirect unemplcyment can cause more
interruptions or bottlenecks in the flow ¢¥ goods and services than are
accounted for in strike costs.

That strike (New York transit strike) lasted almost thirteen
days, the total man-days lost amounted to about 440,000. . . . In
crude round numbers, the lost work time in New York City was about
ten times the Toss of the strikers. Nor is this all, large numbers
of suburban workers were unabie to get to work. Had they been
counted, the total loss would have been boosted to well over 5
million man-days.

The Department of Labor computes the number of stoppages,
workers involved, and man-days-idle for strikes of different industries.
An index is needed to calculate estimated costs. Studies have been
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