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Who works and how we work have changed dramatically in recent
years, yet the policies and institutions gover ning work and employment
remain mired in the world of work of the 1930s. As a result, the social
contract—what we expect from and are accountable for at work—has
broken down. The central challenge of our generation of industrial
relations professionalsis to update these policies and institutions to create
and support a new social contract capable of meeting the needs and
expectations of the workforce, economy, and society of the 21% century.

The above statement captures why the IRRA dedicated this past year to a
discusson of how to “Rebuild the Socid Contract at Work.” There isafundamental
mismatch between today’ s workforce and workplace and the ingtitutions and policies that
support and govern them. As a consequence, both the workforce and economy are held
back from reaching their full potentid and there is a growing gap between the winners
and losersin society. Our generation of industrid relations professonaswill be judged
by whether or not we are successful in updating these policies and inditutions in ways
that give workers and employers greater control over their destiny.

We have been talking and writing about these issuesin many different forums
over this past year, including the IRRA’sfirgt Nationa Policy Conference hdd in
Washington last June, at regiond, state-level, and loca chapter mestings, and in a
paralel set of sessons sponsored by our MIT Task Force on Labor Market Indtitutions.
The features of the “old socid contract,” the pressures that caused it to break down and
the challenges this poses to society have now been widdy ared and so | will only
summarize these points briefly here to set the stage for taking the next step in this debate.
The main points emerging from these discussons can be summarized as follows.

1 The old socid contract grew out of the images of work and employment
relations that were prevalent during the New Ded era. Work and
employment was envisioned as along term relationship between alarge
firm competing mogtly in an expanding domestic market involving two

! Draft text of Presidential address to the 52nd Annual Meeting of the Industrial Relations Research
Association. Support for thiswork from the Edna M cConnell Clark Foundation, the Alfred P. Sloan
Foundation, the Ford Foundation, the Rockefeller Foundation, and the U.S. Department of Labor are
gratefully acknowledged. Many of the ideas expressed here reflect the joint work with my colleagues and
students at MIT and the participantsin the Task Force on American Labor Market Institutions. | am
particularly indebted to Robert McKersie and my fellow coordinators of this project Paul Osterman,
Michael Piore, and Richard Locke. | remain responsible, however, for the views expressed here.



types of employees, hourly wage earners and salaried managers, with a
pouse a home atending to family and community matters.

2. The policies and indtitutions that were put in place and evolved out of the
New Ded were generdly successful in producing a broadly shared
prosperity and improved quaity of work for the mgority of Americans.
Wages and benefits improved in tandem with risng productivity and
profits, loyalty and good performance on the job were rewarded with
increased security, dignity, opportunity, and savings for retirement. The
combination of collective bargaining, professond personne/human
resource management, and government regulations crested a dynamic that
resulted in incrementa expanson and diffuson of comprehensve
benefits, employment standards and protections, and systems for fair
adminigtration and enforcement of workplace policies.

3. Over time the New Ded images of work became outmoded by
gobalization of markets, emerging technologies that created both new
businesses and shifts in demand for labor and the organization of work;
organizationd restructuring that displaced senior and white collar workers,
variation in employment types and uncertainty in employment duration;
increased diversity in the workforce, and; increased interdependence
between family and work responshilities.

4. Asaresult, the old socia contract has given way to along period of
stagnant real wages, increased inequdity of income and wedth, faling
hedlth and pension coverage, increased perceived and red job insecurity,
decline in union coverage, increased litigation and conflict over
government regulations and their enforcement, increased polarization
between business and labor on core vaues and issues, and a sustained

impasse over labor palicy.

5. At the same time, there is considerable good news to report. Innovations
in how work is organized are spreading gradualy to more workers,
knowledge workers—thase with high skills--are doing well in today’s
labor markets, the sustained macro economic growth and tight labor
markets are now producing modest improvementsin real income and job
opportunities for low income workers, labor management partnerships are
hel ping some unions and companies adapt to their changing
circumstances, and flexible employment arrangements and practices are
helping some families and employersintegrate family and work
responghilities.

But thisis the ground we have dready covered. | want to use this occasion to
move this discussion forward in two ways. Firdt, | want to outlinewhat | have learned in
exploring these issues with colleagues around the country and propose an indtitutiond
and policy framework for reconstructing a socid contract that alows working families



and employersto regain control over their destiny at work. Indeed, many of eements of a
new policy and inditutiond framework can be aready be seen in the large number of
innovative efforts underway in different settings around the country. If past American
traditions are true to form, it is out of these loca experiments and innovations that the
next generation of ingtitutions and policieswill emerge. But to date these are ill idands
of innovaion. To move them to a scae that benefits our overal society and economy
will require leedership and support from nationa policy makers and professionasin al
parts of our field. Second, | want to chalenge our professon, and our national leadersto
move from passive analyss to active advocacy for putting the future of the socid contract
at work at the top of the nation’s agenda. To do so we have to reframe our approach to
these issues, bring new voices into the discussion, and offer new ideas capable of
breaking the twenty year stalemate America has endured over |abor and employment
policy issues?

The Social Contract asa Metaphor

Throughout our discussions, | have used the socia contract as a metaphor to help
reframethisdebate. By the socid contract | mean * the expectations and obligations that
workers, employers, and their communities and societies have for work and employment
relationships.” * | believe this concept serves as a useful metaphor for our efforts because
its philosophica underpinnings captures the central concern of workers and employers
today and reflects the best values of our profession.

The concept of asocid contract hasits roots in the philosophy of Hobbes, Locke,
Rousseau, and Rawls* It was origindly developed to address the relationship of the
citizen to the state—long before the indusirid revolution crested the modern employment
relationship. Hobbes saw citizens as ceding authority to the state in return for protection
and security but hiswas adisma view of the state of nature. He saw man as surrounded
by ahostile world, in need of state protection. Locke and Rousseau had more positive
views of the world that were grounded in a more democratic perspective of the
relationship between citizens and the state. Locke in particular argued that individuas
need to cregte a government to extend these democrétic rightsinto civil society. He
further suggested a socia contract required the consent of the governed—citizens could
disavow or overthrow the government if it violated their rights or “broke’ the sociad
contract. Rawls emphasized the need for asocia contract to contribute the good of
society—ajust society. He aso stressed the role ingtitutions play in supporting ajust and
efficient socid contract. To him justice and efficiency (the latter term defined broadly to

2 For an more complete discussion of these points see the summary of the IRRA’s First National Policy
Forum in Perspectives on Work, val. 3,, no.2, December, 1999.

3 Thanks are due to the Task Force on Labor Market Institutions Working Group on the Social Contract and
the Corporation for crafting this definition of the social contract.

“ | am indebted to Arnold Weber for reviewing the intellectual development of this concept at the Chicago
Regional IRRA Forum on October 22, 1999. For specific selections of these philosophers’ writings on the
social contract see Samuel Freeman, (ed.) Collected Papers of John Rawls, Cambridge, MA: Harvard
University Press, 1999 and John Somerville and Ronald E. Santoni (eds.) Social and Political Philosophy:
From Plato to Gandi, New York: Anchor Books, 1963.




mean the efficacy of the norms, structures, and laws for achieving the common good) are
the criteriafor judging the qudity of inditutions

Applying these palitica philosophies alows usto return to first principles by
asking what meaning we attach to work and employment relationships today, what vaues
should they be grounded in and seek to achieve, and what responsibilities the parties to
employment relationships have to each other and to the larger society. This metaphor
reminds us that work and employment should be avoluntary relationship, one mutually
agreed upon and that over time have processes and procedures that ensure continued
“consent of the governed.” Each party to the employment relationship has
responsibilities to each other and to society. Therefore an employment relaionship
cannot be viewed as it has cometo be in today’s “winner take dl” economy as soldly a
two-party instrumenta exchange focused on only narrow sdf-interest of the individud
worker and hisor her individua employer. Work and employment must contribute to a
good society for al, however we define that term. For asocid contract to be meaningful
it must aso be enforceablein some sense so that each party can be held accountable for
keeping its part of the understanding.

By the term “contract” weimply not just the legally enforcegble terms of an
employment agreement but also the broad norms and expectations that we hold for work.
Some of these may be codified in laws and regulations but many more are subjective
principles and expectations that we bring to work as professonds, family members, and
community citizens. Findly, an uniquely American gpproach to the socid contract
reflects our highly decentraized traditions—we must focus on providing the parties
closest to the workplace the rights, power, and capabilities needed to control their own
destiny at work. Thiswas the genius of the New Dedl legidation providing for collective
bargaining—what one of our distinguished predecessor presidents, Milton Derber,
described the American mode of industrial democracy.® Basic labor legislation would
establish the floor that should gpply to al workers and then collective bargaining was
envisoned as atool for workers and employersto build on and gradudly raise this floor
in ways that fit each particular employment setting.

We have dlowed our unique American ingtitutional approach to workplace
relations to erode and atrophy. Indeed, collective bargaining is only a shadow of its
origind vison and stature, now covering less than one in seven workersin America
And the workplace is awash in specific workplace regulations, most of which are sensble
and important in their own right, but some are not well suited to the variety of
employment settings found in the economy, some conflict with each other, and some are
out of the reach of enforcement to the average worker, let done those most in need of
protection.

We a so have ceded responghility for improving working conditions and living
standards to the macro-economy. Thank God for the near decade long sustained
prosperity the American economy has enjoyed for it is only the tight labor markets of the

® Milton Derber, The American idea of Industrial Democracy. 1865-1965. Urbana: University of 11linois
Press, 1970.




past severa years that have been successful in helping improve the lives of those near the
bottom of the income and occupational ladder and those moving from welfare to work.

In some respects, the macro-economic policy makers have bailed out our professon. But
we cannot assume the macro-economic boom will do the job for usforever. At some
point we need to give parties a the workplace the tools to regain control over their
destinies. Let usturn now to thistask.

Starting Points. A Holigtic View of Work and itsRolein Society

A new socid contract must be grounded in a clear vision of what members of
society expect from work. What must we achieve at work to contribute to a good society
and where does work fit into the larger set of inditutions that congtitute a modern,
informetion based, globa economy? Figure 1 lays out a multi-dimensond, holigic view
of work that | would propose as a framework to evauate the quality of the policies and
ingtitutions supporting and governing work. The first dimension focuses on work asa
source of persond dignity, respect, identity, and socid interaction. The traditions of our
profession, and indeed, the deep value we place on democracy in our society, lead usto
add voice to thisdimengion. For employment relations to meet our expectation of
“consent of the governed” the parties to the relationship must be able to participate in and
influence, individudly or collectively, the conditions of their work. The second
dimension recognizes that work has an important economic function—it must provide
workers and their families security and the ability to improve their sandards of living and
it must serve the economy by producing quality goods and services efficiently. And
finaly, the third dimension recognizes that work is embedded in alarger society and
shares scarce time and indtitutiona space with family, community, and citizenship
responsibilities. Indeed, akey part of the change in the nature of work and the workforce
liesin the increased interdependence between family, community, and work roles and
responshilities, afact that must festure prominently in the desgn of new inditutions and
policies.

If work has these multiple dimensions, then the ingtitutions and policies that
govern and support it must be held accountable for addressng each of them and their
interrelationships. Too often our old ingtitutions drew lines between these different
agpects of work. Unions focused on improving the economic dimensions of work;
employerstook primary responshbility for shaping the workplace culture and designing
and coordinating work to achieve maximum productivity and quality. And workers were
expected to separate their family, community, and citizenship responsibilities from their
jobs through adivison of labor within the family unit. But if these dimensons are
becoming more interdependent today dl ingtitutions at work must attend to these
interdependencies.

Abstract philosophies and models such as those outlined above arefine. But to be
true to the problem centered and problem solving traditions of our field we must be gble
to trandate these ideas into concrete policies and inditutions. Thiswill be along and
difficult process. | don't pretend to have dl the answers for what the new policies and
inditutions should be. Indeed, each of us should be working these ideas out for



oursaves. So, what follows, is perhaps best viewed as my own work in progress, a
sketchy blueprint will undoubtedly change through the course of the debates that occur at
mestings like this and many to come in the years ahead.

The New Employment Ingtitutions

Higoricaly, our field has organized its analysis of the indtitutions governing
employment relations around three key “actors’—employers, government, and |abor,
broadly defined to encompass both workers themsalves and unions that may represent
them. Typicdly, these actors are seen as operating in an environmenta context defined
primarily by exogenous market and technological forces® This convention siill servesus
well. Indeed, | have used this generd model, or modifications of it, for most of my
professiona work. However we need to make two additional modifications to shape the
employment indtitutions of the future. We need to add a fourth set of actors—the
growing number of labor market intermediaries and community groups and organizations
that help structure labor markets, work, and address the interdependencies of work and
family life today. And we need to envison markets (labor, product, and financia) and
technology not as totally externd exogenous entities but as socidly constructed parts of
the indtitutiona structureitsdf. To be sure, markets and technologies are influenced by
many factors outside of work and employment. Buit it is precisely because we have
dlowed these forces to remain outside of our intdlectud thinking and indtitutional design
that we have lost control over our destinies a work. We need to think how changesin
markets and technologies can be harnessed to help achieve the full range of objectivesthe
different parties bring to work and employment relaionships.

Findly, we need to see these as complementary not competing inditutions. To be
sure, we continue to accept the normative premise that parties can and do have some
enduring conflicting interests and that there need to be effective means for making
tradeoffs when different interests are at stake. But we aso need to recognize dl the
actors or parties and indtitutions are interdependent. None aone can achieve the full
range of outcomes required from work. Markets aone do not produce equity and leave
many gods unachievable. Employers, acting unilaterdly or singly, cannot produce the
persond dignity, community, or economic security and improved living sandards
expected from work. Government policy istoo rigid an instrument to address the varied
circumstances of modern employment settings. Unions and other labor market
ingtitutions by definition must engage the other actors to represent their members and to
add vaue in society. Labor market intermediaries and community groups lack the
presence ins de the employment relationship to give voice and power to workers or the
contextual knowledge needed to effectively manage workplace relations. So in what
follows, | want to present the outlines of atheory of complementary employment
indtitutions, each with digtinctive functions but engaged congtructively with each other to
together meet the needs of the contemporary workforce and economy. But, aswe will
see, each of these inditutions will need to recast its role and image and its relationships
with the others.

® For the classic exposition of thismodel, see John T. Dunlop, Industrial Relations Systems. New York:
Holt, 1958.




A Multiple Stakeholder View of Frms

Ever since the New Ded, American firms have been assigned two competing
respongbilities—to serve as agents for shareholders by maximizing shareholder wedlth
and to meet a series of (growing) respongbilities as the key unit around which
employment policies are built. These dud responghilities have dways been difficult to
balance, and emphass on each has risen and declined at different pointsin time. Unions
and collective bargaining grew out of the New Dedl to give a powerful voice to workers
interests. From the 1960s onward, society expanded the range of employment standards
and human rights for which firms would be held accountable. Then over the past two
decades as unions declined and government receded, the shareholder maximizing role of
the firm has risen in influence, dominated andytical discourse, and focused manegerid
behavior. ” Paradoxically, just as pressures from shareholders have intensified, so to have
human capital, knowledge, and learning come to be recognized as more critica Strategic
assets and organizationa processes. And, to complicate matters further, these dua
pressures come at atime when the boundary of the firm appears to becoming increasngly
uncertain and blurred as organizations restructure to find their “core competencies’ and
contract with other organizationsin their value chain or networks for other necessary
services and resources. If the number of firms characterized by ungtable organizationa
boundaries, and uncertain tenure continues to grow, the locus of responsbility for
employment policies may need to shift from the individud firm to the network of labor
market inditutions across which employees are likely to move over the course of their
careers. Individua firmswill then need to be more open to participating in a network of
ingtitutions that support and govern employment practices and opportunities, just asthese
same firms now are with respect to their networks of suppliers and vendors.

The range of interdependencies outlined above among shareholders, employees and
their union representatives, government agencies responsble for enforcing workplace
regulations, and labor market institutions suggest that if we are serious about creeting a
new socid contract in today’ s environment, we have to shift political discourse and
organizationa andyssto conceive of firms as having multiple stakeholders to which
they owe afiduciary and socid responghility. This means accepting the view that
employees who share resdud risks by investing their individua and collective human
capitd should have aright to participate in the governance of the firm.2 It also means
accepting the redlity thet firms as employers will be held accountable for meeting the
godls society sets for employment standards and human rights at work and for working
cooperatively with externd labor market ingtitutions. The task then isto design
inditutiona forums and processes for dlowing these multiple stakeholders (in this case
managers, employees, government agencies, and externa labor market inditutions) to
work effectively together to achieve these multiple objectives. Given the uncertainties
facing firms and their legitimate needs for flexibility and adaptability, these arrangements

" Michael Useem, Investor Capitalism New York: Basic Books, 1996.

8 See Margaret Blair, Ownership and Control. Washington, D.C. The Brookings Institution, 1994;
Margaret Blair and Thomas A. Kochan (eds.) The New Relationship: Human Capital in the Corporation.
Washington, D.C.: The Brookings Institution, forthcoming, 2000.




need to be decentraized and wdll informed of the needs of the different stakeholders that
share an interest in these outcomes.

How might this be done? The labor policies of the New Ded envisioned collective
bargaining as the centra (essentidly the sole) instrument for engaging and resolving
worker and shareholder interests. This view was based on atheory of countervailing
power—management’ s strategic decisons regarding how to alocate the firm’s resources
would be held in check by unions empowered to negotiate over the impacts of these
decisions on wages, hours, and working conditions. While collective bargaining (and the
threat of unions and callective bargaining on non-union employers) performed well in
sructuring and adjusting asocia contract that achieved a broadly shared prosperity from
the 1940s through the 1960s, as a sole instrument, it has not been able to cope with the
changes encountered in markets, technol ogies, workforce demographics, and employer
structures and practices since then. As aresult, these past two decades have been a
period of both tumultuous decline in collective bargaining coverage, and significant
innovation in firms and unions thet are struggling to adapt to these changes. The
innovations largdly take the form of more flexibility in work organization and employee
participation in problem solving at the workplace and greater information sharing,
congultation, or in some instances formal representation in strategic management
decisions and corporate governance. In their most developed forms we have tended to
cal these “labor-management partnerships. They certainly aren’t perfect, nor are they a
panacea, but they are the best ideas we have going at the moment. As our former
President Lynn Williams put it, “the problem with |abor-management partnershipsis we
just don’'t have enough of them.” Therefore we need to continue to study and practice
how to make these work and to understand their limitations while supporting and
encouraging them in public policy, public discourse, and in our varying roles as
professondsin thisfidd.

These partnerships have proven most difficult to sustain in settings where the
boundary of the firm isungable, asit isin an increasing number of settings where
technologica changes and uncertain markets and emergence of new narrowly focused
competitors make it difficult to assure employment security. © Because there are so few
partnerships, and the basis for them is limited, we need to look for other indtitutiona
gructuresaswell. The biggest problem liesin how to subdtitute for the partnership
modd in norunion or weekly unionized firms. Management culture (which abhors
power sharing unless necessary), labor law (which limits such arrangements), and lack of
employee power to influence dtrategic levels of decison making dl rule out this option a
the present time. There are no easy answersto this problem and it may be the biggest
inditutional desgn challenge we will face in the upcoming years. In kesping with
American tradition, we will need to experiment with new options that bring the full range
of voices into the process.

% | am indebted to Richard Locke for emphasizing this point. See also, Saul Rubinstein and Charles
Heckscher, “Partnerships or Alliances. Alternatives or Complementary Models for Labor Management
Relations?’ Rutgers University School of Management and Labor Relations, 1999.



Experimentation is especidly needed and possible to envision at the interface
between government and firm responghilities for achieving the gods embodied in
workplace regulations. On the one hand, the increased variety of employment settings
make standard, uniform regulaions inefficient and, from the standpoint of the individual
firm, inflexible ingruments for achieving the gods society has st for these policies. At
the same time, many leading firms are implementing practices thet go beyond minimum
government standards. One option would be to encourage firms, working together with
their employees (and unions) to develop workplace inditutions cgpable of interndizing
respongibility for adapting and enforcing employment policiesto fit their particular
crcumgancesin return for gaining greeter flexibility from government agencies over
how they meet these policy objectives. Indeed, a number of government agencies are
dready trying to experiment with this type of an gpproach. The Occupationd Safety and
Hedth Adminigration (OSHA) is perhaps the lead example. | will returnto thisideain
more detall later when discussing the role of government in this new inditutional
gructure.

In settings where the boundary of the firm is ungtable and firms can no longer make a
reasonable promise (tacit or red) of long term employment security, the locus for
employment policy and ingtitution building needs to move from the worksite and the
individua firm to the labor market and the network of indtitutions thet facilitate mohility.
Thisimplies that individua firm becomes but one participant in a network of
organizations and indtitutions cgpable of facilitating mobility, matching people to jobs
efficently, and sharing responghility for investing in human capital and monitoring and
improving employment standards.

Thistoo will require Sgnificant inditution building, but again the processis dready
underway. The variety of labor market intermediariesi.e., groups and organizations that
operate outsde the boundaries of individud firms, is expanding rapidly. | will discuss
thelr rolesin more detail later. The chalenge isto build stronger dliances and
collaborative relationships among these indtitutions and among firms participating in
these labor markets.

Next Generation ‘Unions *° and Professional Associations

Before discussing the role of unionsin this new ingtitutiond framework, let’s ded
with some basic issues. Unions are just as necessary and vauable today and in the future
asthey have beeninthepast. Thisisadeep vaue shared not only by members of this
Associaion, but by the mgority of the American public and by many leadersin the
business community aswell.** Unions provide a critical service to ademocratic society as
well asto ther individud members. Americais now paying the price for alowing union

10 Credit is due to Amy Dean for first coining this term.

1 Gallup poll surveysand many other surveys continue to report that amajority of Americans continue to
agree that unions are valuabl e institutionsin society...cite the specific question and numbers. For a
statement on the importance of unions to a democratic society jointly written by a group of leading business
and |abor |eaders, see the most recent report of the Collective Bargaining Forum, “Principles for New
Employment Relationships,” Perspectives on Work, val. 3, 1, 1999, 22-29.




representation to fal to such low levels. No task is more important to our profession, and
indeed to American society, than building the next generation labor organizations. The
good news there is an enormous amount of innovation and interna debate taking place
within the labor movement today over how to achieve this objective. This bodes well,

not just for the future of the labor movement, but for American society.

Unfortunately unions have an image problem and a srategic chalenge. Workers,
employers, and the public in genera, and indeed, many union leaders, see unions as
primarily defensive organizations to be caled on for hep only when amgority of
workers in a specific bargaining unit distrust the employer sufficiently to engage in the
high risk, high conflict bettle needed to achieve union recognition and a collective
bargaining contract. To be sure, unions need to continue to provide protection against
arbitrary trestment a work. But the next generation unions must address the full range of
dimensonsincduded in Figure 1. They must focus on enhancing dignity, voice, socid
interaction, economic security, productivity, and family and community responsibilities
Serving this broader set of objectives requires that unions have a postive vison of their
roles. And this postive vison must become the centra reason why employeesjoin,
participate in, and retain their membership in the next generaion unions, not whether or
not they distrust their present employer.

Figure 2 illugtrates the multiple purposes | believe the next generation unions need to
carry out for American workers and society. Space and time dlow only abrief listing
here.

1. Collective bargaining will remain abedrock role for unions. But, it may be only one
of anincreasing aray of services provided, and it may be that not al union members
will want, need, or have access to collective bargaining as we know it today. To
remain focused on defining unionism synonymous with gaining collective bargaining
satus asit is Sructured today is neither consstent with the historica traditions of
American unions*? nor responsive to the stated preferences of amgjority of the
unorganized workforce® To do so will only lead to further union dedline.

2. Given that over 70 percent of American workers want a direct voice at work,'* the
next generation unions need to champion and support direct employee involvement
and participation on the job to enhance worker learning, contribute to improved
productivity, quaity and customer satisfaction, and to build a workplace culture that
satisfies employees expectations for voice, repect, and socid interaction at work.

12 Dorothy Sue Cobble, “Historical Perspectives on Representing Non-standard Workers,” in Francoise
Carre, et al., Non-Traditional Work Arrangements and the Changing L abor Market, Madison, WI:
Industrial Relations Research Association, forthcoming, 2000.

13 Worker surveys and opinion polls have been consistent on this point for many years. For the most
compl ete recent documentation and analysis of worker preferences for participation and representation on
the job see Richard B. Freeman and Joel Rogers, What do Workers Want, Ithaca, New York: Cornell
University ILR Press, 1999. See also the various polls conducted for the AFL-CIO by Peter Hart
Associates.

14 See the data reported in Freeman and Rogers and the Peter Hart poll cited above.
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3. Unionswill need to engage corporate decisionmakers at the strategic level where the
red power resdes and the critical choices are made that shape employment outcomes
and long term progpects. In some cases this means forming partnerships with
individual employers as discussed above and as we have seen in the household names
like Xerox, Levi Strauss, AT& T and its numerous off-spring, Corning, Saturn, Kaiser
Permanente and others. But note, as this list suggests, these do not dways last
forever. In case where the boundaries of the firm are uncertain (e.g., Levi’'s AT&T
and its off-gpring,) unions will need to rely on other devices such as sharing
information on working conditions in the full supply chain or building networks thet
cut across firm boundaries to coordinate efforts a a community or industry leve. In
dtill other cases, thiswill require amassing the knowledge and resources needed to
engage the investor community or internationd financia agencies with capitd
investment and development strategies that work for the workforce aswell asthe
investors. Given that the level a which capitd dlocations and other Strategic choices
are made is where the power lies, we cannot expect unions to do well in representing
workers unless they too are active & thislevel. To do so requires new skills and
knowledge aswell as new drategies.

4. If thefirmisdedining in centrdity, the local community and political affairswill
grow inimportance. The Webbs wereright.®> Asthey predicted over one hundred
years ago, government enactment and community participation are growing in
importance for unions. If macro-economic policies, and increasingly, internationd
mecro financia and trade policies are growing in importance, then unions will need to
grengthen their ability to influence decisons and events at these levels. But equdly
important, if local community and labor market mobility are important, unionswill
need to become more important actors a thislevel aswdl. Thisiswhat theliving
wage campaigns are dl about. Unionswill need to continue working in codition
with community groups to make this role successful.

5. If job security is more uncertain, workers' ability to move at low cost across
employers becomes a more critical source of bargaining power and career security.
For some workers, exit will be as important a source of bargaining power as voice
ingdethefirm isfor others. Unions of the future will need to provide the full array of
labor market mobility services—networks of contacts and job opportunities, portable
pensions and benefits, education and skill accumulation and life-long learning, ad
perhaps other persond lega and financial assstance aswell. If the locus of socid
interaction and identity from work is shifting from the workplace to the occupation,
unions need to once again become occupationd community building entities, much
like the garment unions did in helping immigrants assmilate and make their way in a
foreign environment during the early years of the 20 century.

These different functions may not necessarily be performed by the same
organizations. There might be specidization—core competenciesif you will. Some
unions may choose to organize in traditiond ways relying on traditiond employee
motivations while new organizations, professiond associations, networks, etc. grow up

15 Sidney and Beatrice Webb, Industrial Democracy. London: Longmans, 1897.
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that recruit, represent, and service membersin new ways. | believe thiswould be a
second-best solution. But if thisis the case, then there must be active strategies for
linking and cooperating across these different boundaries and mutua respect anong and
support among the different organizations in the network—unions, professiona
organizations, others yet to be named or invented. Or we might see the labor movement
as the hub of awhed that coordinates the work of different groups.

For thisvison of the next generation unions to become aredity a least three things
need to change. First, unions need to expand the ways they recruit and retain members.
They need to recruit individuas and stay with them over the course of their careers rather
than limit their organizing to the high stakes, dl or nothing 50 percent mgjority it now
takes to get one new member. The union-member rdationship should be like that of a
universty sudent-dumni—once amember, amember for life. Thefact isthat there are
nearly twice as many former union members in the labor force asthere are current
members.'® Second, substantial changein labor law will be needed to make it possible
for unions to play these different roles effectively, apoint | will return to later. Third,
American management culture will need to change significantly to accept the Smple idea
that workers should have the same freedom of association a work as they have in civil

society.

If unions adopt this more positive vision and these varied approaches and are
accepted as legitimate participants in labor market, workplace, and community affairs,
Americawould be well on its way to ensuring the next generation unions find their
rightful place in the economy and society of the future.

Labor Market Intermediaries and Community Organizations

By the term labor market intermediaries, we mean the full range of groups and
organizations that operate outside the boundaries of individua firms to support the
mobility of workers across jobs and the matching of workers to job opportunities,
coordinate employers and or labor-management joint efforts, provide training and
educationd services, or advocate worker and/or family and community concerns. Thisis
an illudrative, not exhaudtive list designed to make two smple points. The variety of
intermediaries is expanding and their importance as labor market inditutions is growing,
ranging from temporary help firms, to recruitersin Slicon Valey and other tight labor
markets, various family and work advisory services, cross-firm consortia, public and
private training programs, and a host of new web-based information services.

Equdly impressve is the growth in the number and range of community groups
and organizations engaged in promoting worker interests in community politics and
worker advocacy activities. Here the boundary between “unions’ and other groups gets
increasingly blurred. The more than forty living wages ordinances achieved through

16 peter Hart and Associates, 1998 poll reports 28 percent of the non union work force were union members
asome prior point in their careers.
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codlitions of labor organizations and community activist are aprime example!” So too
are the new rolesthat centrd labor councils like the one in Slicon Vdley that runsthe
gamut from being a temporary help service to atraining and education center to a
politica mobilizing force. Indeed, akey chdlenge for unions and community
organizations lies in developing sustained coditions that both last beyond any sngle
political campaign and that trangtion to on-going sources of power and support insgde
employment relaionships.

It may seem ironic to be arguing, as| am here, that in today’s “globa” world, the
loca community and labor market will become amore important arena and indtitutiona
environment for shgping work in the future. But thisis exactly the locus in which family
and work respongbilities are joined, where most dud-career couples search for
opportunities in tandem with their partners, where opportunities for life-long learning can
be created and utilized most fully, and where the dl-important socid and professiond
networks are formed and sustained. Our history of policy and inditutiond innovation has
grong local and state-level roots. We would do well to learn from this history and invest
heavily in building and supporting the local community leve infrastructures needed to
give the future workers and employers greater control over their destinies.

Government as a Labor Market Inditution

Government is sometimes viewed as a condraint on or an aternative to the
market or private inditutions. American palitical culture has aways emphasized a
limited role for government in private affairs, and epecidly in private employment
relationships. Therefore, the vison for government that grew out of the New Ded was
for it to set minimum standards on alimited set of basic employment rights and then st
the rules of the game for the parties efforts to improve on these minimums and expand
into new areas as thar interests and circumstances warranted.

Thisis anecessary, but not a sufficient, image or role for government as an actor
in the labor market of the future. Instead, government, and most important, government
leaders, ds0 need to have a dlear vison and active strategy for building and supporting
the innovative capacities of the complementary, private indtitutions discussed here.

The consensus tarting point for government policy in working with both market
forces and locd inditutions is to support education and training—Iife-long learmning
opportunities for al workers.®. Education, skills, and human capital are essentia
foundations for getting ahead in the labor market today.'® Knowledge isaboth acritica
asst for individud firms and for the overall economy and a source of power in the labor
market. Government’ s unique responsibility is to provide the resources to support early

1w Giving Lifeto aLiving Wage,” Faith Works, Newsletter of the National Interfaith Committee for
Worker Justice, Chicago, Illinois, October/November, 1999. See also, Louis Uchitelle, “Minimum Wages,
City by City,” The New Y ork Times, November 19, 1999, p C1.

18 See the emphasis placed on education and training in the Secretary of Labor’s 1999 L abor Day report,
Futurework, http://www.dol.gov/dol/asp/public/futurework.

19 For arecent review of the evidence showing increased returns to human capital, see Frank Levy, The
New Dollars and Dreams, New York: Russell Sage Foundation, 1998.
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childhood and basic education, and work in tandem with other business and labor to
encourage and support invesment in life-long learning for adult workers throughout their
carears. If government leeders share the vision for the new inditutiond framework
proposed here, they need to provide incentives and resources to workplace and labor
market education and training programs which worker, employer, and relevant
community representatives govern jointly. Nothing would better ensure that scarce
public resources are put to usein building general human capital grounded in the skills
needed in the locd markets while a the same time creating an incentive for these
different stakeholders to work together on a collaborative basis.

A second role for government is o rather traditiond, setting the floor on
employment standards and enforcing the basic human rights Americans expect a work.
What rightsto includein thislist and a what level these sandards should be set will
continue to be key political issues, in the best sense of that term. But whatever standards
are included and wherever the minimum floor is set, government must take a number of
additiona stepsif it isto serve asacatdyst for innovation and a complement to what
private actors are dready doing to promote these objectives.

Government policy must be informed by what the best of private firms, unions,
and other indtitutions are doing to address these objectives. This requires both an active
research and andysis cgpabiility and active involvement of professonas advisng and
consulting to provide input to policy making and especidly to its adminigtration. This
was the legacy of John R. Commons and his gpproach to employment policy
adminigtration.®® It was the right approach then, and it is the right approach today.

As suggested earlier, government should look for opportunities to provide more
flexibility in how the parties achieve labor policy objectives to those employers and
workplaces that have the ingtitutiona capacity in place to do so and arecord of
respons ble behavior that judtifies entrugting them with self governance/enforcement
responsbilities. Now comes the tough problem. Just what ingtitutional capacity is
necessary? Doesit have to be limited to where atraditiona union is present? If so we
limit the potentia of this gpproach to afraction of the [abor force and reinforce the lines
of demarcation across work groups that today’ s organization of work has rendered
anachronigtic. Moreover, it would freeze the indtitutiona relations of the past along with
the embedded adversarid culture associated with forma union management relations.
But to smply extend it to any workplace that clams to have any form of employee
participation would not be responsible and would lack the legitimacy and independence
workers expect and indeed require.  So America needs a new ingtitutiona form that has
sufficient independence and expertise and power to carry out these functions, is
representative of the full range of employees covered by the regulations, and is accepted
E}/ both employees and managers as anormal part of the workplace culture and process.

20 30hn R. Commons, Industrial Administration. New York: Macmillan, 1923.

21 For various proposals for how to implement this approach to monitoring and enforcing workplace
regulations, see David Levine, “ They Should Solve their own Problems. Reinventing Workplace
Regulation,” pp. 429-74; Ray Marshall, “The Role of Management and Competitiveness Strategiesin
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Workplace safety and hedlth provides the clearest opportunity for taking this
approach since there are established performance metrics against which workplaces can
be judged and the dements a comprehengve system for managing and monitoring safety
and hedlth are widdly known and generdly accepted. And atechnicaly competent
employee participation process iswidely accepted to be acriticd dement in this system.
Findly, in unionized settings the grievance procedure provides a channd for resolving
disputes and claimed violations of worker rights and OSHA provides an apped system
for al workers, unionized or not. But these same criteria could be used to extend “ salf
governance systems’ to other employment standards areas wherever there are accepted
verifiable performance metrics, knowledge of cause and effect practices that contribute to
high performance, an effective established system for employee participation, and a
systlem for resolving disoutes or daims involving individud rights.

Without meaning to limit the possible areas for experimentation, | would suggest family
and medical leave, wage and hour (particularly overtime and compensatory time issues),
and equa employment opportunity are especialy well suited to different types of
experimentation with this gpproach.

To make this approach work, sgnificant expangons of the use of high qudity
dterndive digpute resolution sysems will be needed. Thereis dready sgnificant
experimentation underway in the use of ADR (essentialy mediation and arbitration) in
resolving equa employment opportunity cases. Our field pioneered in the devel opment
of these techniquesin labor-management relations. But the Stature enjoyed by mediation
and arbitration in this domain did not occur overnight. Instead, they earned the respect of
the parties and the courts the hard way—they learned how to make these processes work
in different settings. We need to now do the same with respect to the use of ADR
techniques in the broader area of employment rights disputes. This might best proceed
dowly and carefully, because there is tremendous potentid for poorly designed systems
or poorly trained neutrals to discredit ADR, to wit, the totally inadequate and
unacceptable arbitration “ system” used in the securities industry that gave rise to the
Gilmer decison. Inthat modd neutras are not mutually sdlected or chosen, and
employees do not voluntarily choose to use arbitration. Instead they must accept this
proviso as a condition of employment. In short, the system is designed and controlled by
the industry. We can do better and have, in the best traditions of our field, articulated a
set of “due process protocols’ that set minim standards for these systems?? At least one
date agency, the Massachusetts Commisson Againg Discrimination, has now gained
nearly three years experience using the principles embedded in the protocol and the

Occupational Safety and Health Standards,”, pp. 499-512, and Thomas J. Schneider, “ The Choiceis

Simple: A Strong Independent Labor Movement or Federal Government Regulation,” pp. 521-32, in Bruce
E. Kaufman (ed.) Government Regulation of the Employment Relationship, Madison, WI: Industrial
Relations Research Association, 1997. For my own suggestions on how to do this, see Thomas A. Kochan,
“Labor Policy for the 21 Century,” University of Pennsylvania Journal of Labor and Employment Law ,
Vol. 1., 1998, pp. 117-30.

22 5ee Arnold Zack, “ Bringing Fairness and Due Process to Employment Arbitration,,” The Negotiations
Journal, Val. 12, April, 1996, pp. 163-69.
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EEOC has likewise nearly ayear of experience with a mediation program.>® We need
further experimentation with different approaches and most importantly we need to
monitor and evauate these programs rigoroudy.

Findly, no updating of nationd labor and employment policies will be complete,
and the new indtitutiona structure and strategy outlined here will not be possible, unless
we restore the right for workers to choose whether or not to be represented by a union or
some other organization. American labor law, and our ingbility to updateit, is nothing
short of anationd disgrace. Study after study has documented the failure of labor law to
provide workers with the means to implement what the internationa community has
(correctly) described as afundamental human right, the right to join aunion.* And, the
issues that need to be addressed to fix the documented flaws are likewise clear. Delaysin
processing elections must be reduced, strong measures are needed to eiminate discharges
for union organizing and those that occur should be dealt with expeditioudy and severdly,
and the ability to get afirst contract when amgority votes for union representation must
be ensured by arbitration if necessary. While |, dong with many others, have specific
views on how to address these and other problems with the law,?® the specifics are dlearly
legitimate topics of debate. What should be unassailable is the need to address them.

But fixing the recognition process is only the beginning of comprehensive
updating of our nationa labor relaions policy. If we are to encourage and build on the
new forms of employee voice and next generation unions suggested here, American labor
law needs to support these dternative forms of participation and representetion. If thisis
done on a contingent basis, i.e,, limited to those settings in which the employer fully
respects workers freedom of association rights (to be specific, where the firm does not
have a past record of or isnot guilty of unfair labor practices when workers attempt to
organize), we would cregte further incentives for employers to comply with this principle.
26 \While these are new, and | recognize, controversia idess, | believe they can work and
fit into the American traditions of decentrdized, flexible, and ultimatdly pragmatic
workplace cultures and indtitutions. Like the changes in the representation process called
for above, the specifics should open to debate, but there should be no serious debate
about the need to update this part of nationa labor policy. Workers want to participate in
decisons affecting their work; employers depend on significant worker input to improve
qudlity, productivity, and customer satisfaction, these issues cannot be separated from
working conditions or other issues the law reserves for collective bargaining, and changes
in the law are needed for public agencies to implement sdf governance systems.

Thefind plank in anew role for government would be to promote building
inditutional capacity. Thefull arsend of approaches need to be employed, including
grantsto loca committees and organizations to develop their infrastructures and

2 For an evaluation of the Massachusetts experiment, see Thomas A. Kochan, Brenda L autsch, and
Corinne Bendersky, “Massachusetts Commission Against Discrimination Alternative Dispute Resolution
Program Evaluation,” MIT Institute for Work and Employment Research, 1999.

24 For areview of the evidence, see the Fact-finding Report of the Commission on the Future of Worker
Management Relations, Washington, D.C.: U.S. Departments of Commerce and Labor, 1994, chapter 3.

% These arelaid out in most detail in Kochan, “Labor Policy for the 21% Century.”

28 5ee K ochan, “Labor Policy for the 21 Century.”
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professond skills smilar to the “New Directions’ program used during the Carter
Adminigration to support training of acadre of industrid hygienigts, to tax incentives for
joint training funds to Presidentid |eadership aimed at building a new culture of
legitimacy and collaboration among employer, labor, and community group leaders.

Thislast point—the need for presdentid |eadership--is especidly important. If
Franklin Roosevelt could provide the leadership needed to enact the New Ded |abor
policies and Ronald Reagan could usher in an era of aggressve manageria actions
againg unions by firing air traffic controllers, the next President can surely energize the
country around an effort to support policies and ingtitutions needed to build anew socid
contract based on the full range of human, economic, and socid expectations and
obligations we have for work today.

The New Ingtitutionsin Action

Jugt to show that thisis not al “piein the ky” abstract or utopian musing, let me
illugtrate how this new inditutiona framework might work with a concrete issue a the
center of attention today: family and work policy and practice.

Family and work concerns provide the consummate example of why we need a
new framework that links in a complementary fashion workplace, community, and public
policy initigtives and engagesin the full array of voices of employers, front line workers,
union leeders, family advocates, community representatives and government policy
makers. To illugrate this point, let me draw on an initiative Sarted here in Boston's
IRRA locd chapter last soring. In conjunction with the Labor Guild of the Boston
Archdiocese and business, labor, and university co-sponsors, we held a conference to
discuss how to “Build a Family Centered Labor Market Policy” for Massachusetts. The
background research and case examples presented at that meeting demondtrated a
tremendous amount is already being done to help high income, knowledge workers
baance work and family responghilities. But few of these firm-specific policies are
being extended to lower income workers and families or to employees of smal business.
It was aso noted that the formal policies on the “books’ of firms are often underutilized
because front line employees don't “fed freg” to use them for fear of the consequences
for their future careers®”  The research also showed that unionized workers are more
likely to be covered by comprehensive family policies but less likely than non-union
workersto actudly usethem. At the same time firms with advanced policies complain
that forma government regulations conflict with or limit their ability to adapt policiesto
fit the specific needs of their workers. What is needed are workplace based participatory
processes that change this workplace culture and build consensus on what arrangements
best fit the varied needs of employees with different family responsbilities and the
specific needs of the work, exactly the type of new indtitution caled for above.

From the discussion & that initia meeting came a commitment to carry on an on
going didogue and andysis that would build on what firms are doing and look at what

27 For empirical evidence on this point, see Susan Eaton, |ntegrating Work and Family in Firms of the
Future, unpublished PhD Dissertation, MIT Sloan School of Management, 2000.
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other workplace and community based arrangements might best complement and fill the
gaps in what the “market” and individud large firms are doing. A broadly representative
working group—composed of women and men from large and small businesses, |abor,
education, loca and state government, the rdigious and university communities—is now
meeting to see if asngle text satement of principles can be produced and used for policy
meaking and indtitution building within the state. While there is no guarantee this will be
successful, it is one example of how we might proceed and what can be done, even in the
current environment and legd stting.

Imagine, however, what might be possble if theideologicd, legd, and
inditutiona barriers that limit this gpproach were to be torn down and the new
indtitutiona arrangements called for here were in place. Workplace participation groups
or committees could work to ensure the workplace culture supported use of the
organization’s formal or stated policies without fear of the consegquences for one's career.
These committees might be part of alarger council respongible for ensuring the
objectives of public policies embodied in the Family and Medicd Leave and other
dtatutes are being met, abeit through specific practices or means adapted to fit the
gtuation of that establishment and workforce. Individud firms, especidly smdl firms,
might be pooling their resources and working together with community groups and union
leadersto ensure family and child care services are available to lower income workers
and families. Union leaders would be promoting these issues both at the collective
bargaining table where they are the authorized bargaining representative and in aliances
with community leaders and family advocates. Armed with a knowledge of what these
private inditutions and market forces are doing in this area, state legidatures could then
take up the question of how to best support and complement what these private actors are
doing. Specificaly, policy makers would have a more informed basis for debating
proposals such as whether or not to use the unemployment insurance system or some
other ingrument to provide paid leave for family-related reasons.

The Need to Lead

As the philosophers who devel oped the concept of a social contract would point
out, anew socia contract does not arise out of some naturd law of nature or invisible
hand of the market. It comesout of political discourse regarding the vaues that define a
good and just society and the creetion of the ingtitutions needed to achieve and support it.
Then it takes agood ded of pragmatic, trid and error experimentation and learning to
hone the inditutions to perform effectively—in Rawls terms to achieve judtice efficiently.
In short if we are to build anew set of socid contracts suited to the economy and
workforce of the 21 century, we must leed in generating the necessary political
discourse involving the full range of voices with a stake in the issues and produce the
ideas and pragmatic experimental evidence that demongtrates a new socid contract is
both achievable and worth pursuing for the good of society. The IRRA’s higtorical legacy
was passed on to us from Commons and his student-architects of the New Dedl labor
policies, to the generation of post-war scholar-activigts and founding members of the
IRRA who nurtured this system to maturity, to the life-long and emerging leedersin our
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profession we are celebrating here today. They al inspire us to take up this “ mantle of
respongbility” to use aterm from George Taylor, one of these post-war leaders.

We can't do thisalone. We need to continue taking our ideas and message to the
American public. Unless we engage a broad cross section of the public—young and old,
women and men, entry level and professiond-manageria workers--our message will fal
on deaf ears. And we must reach out to and include in these discussions the same wide
web of groups and leaders from business, |abor, community groups, family advocates,
and others who share an interest in these issues. If we do our job well, then we can hold
elected leaders feet to the fire and indg st they carry out their responsibility by putting
these issues front and center on the nationd agenda. As| said at the outset, the next
generation of professondsin our fied will judge us by how well we discharge this

responsbility.
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