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1

Diversity in the organization
of employment: an
introduction to the subject

The subject of this book is employment; and employment matters — not only to
those who provide the labour or those who provide the jobs, but also to all of us who
have a stake in the well-being of our economies and societies. Most books about
employment focus on what happens within a particular country or locality. This is
because the organization of employment is influenced by a whole variety of
institutions — the law, the collective bargaining system, the training and education
system, the family and household organization, and gender relations — and these
institutions are often local or national in character. Yet if the way in which
employment is organized is crucial to people’s lives and livelihoods, to the economic
success of companies or nation states and to the creation of social cohesion or
division, then it is also crucial to understand how and why the organization of
employment differs outside the local or national context. Knowledge of alternative
ways of organizing employment expands the range of options that may be
considered in shaping employment in the national context. Moreover, as economies
become more integrated on a global or regional basis, there is increasing
competition between economies based, in part, on different modes of organizing
employment. These pressures have been calling into question traditional ways of
organizing employment within nation states, and generating debate about whether
there is one best way of managing employment that all nation states and all
organizations should try to emulate. To evaluate these debates and to understand
more about the possibilities or scope for organizing employment in different ways,
we need both more knowledge about how and why employment organization
currently varies, even within advanced countries, and more understanding of the
forces that drive and limit the pressure for globalization and homogenization. The
purpose of this book is to contribute to increasing knowledge and understanding of
these two issues. First, however, we need to explore a little more why employment
matters and to whom.



Why employment matters

Employment is of central concern to all individuals and to all the major social actors
in society. For individuals, the interest in employment is clear: it provides their main
source of economic livelihood and often their source of social identity. Working
under an employment contract defines the daily activity of most people in their
prime years. Their interest in both the rewards from working and the conditions and
constraints under which they work is direct and considerable. Both private and
public sector employers are equally concerned with employment issues: the skills
their employees use and the effort that they expend define these organizations’
ability to provide goods and services. Employers have just as strong an interest,
however, in how much employment costs and how much risk they incur from
employment contracts that provide some employment and income security to
employees, and thus involve fixed as well as variable costs.

Employment is also a political issue. Governments are expected to take some
responsibility for generating economic growth and for providing reasonable
employment opportunities for citizens. Failure in these respects may lead to a change
of government or to more serious political unrest. Governments feel obliged to
intervene but there are mixed views on what forms of intervention are appropriate. Is
it better to try to attract capital to enter or to remain within the economy by offering
opportunities to companies to employ labour at low costs and with low economic
risks? Or should the government foster the development of a highly skilled workforce
and an atmosphere of high mutual trust between employers and employees, bolstered
by a strong system of employment protection?

A book on the organization of employment, therefore, addresses a wide number
of audiences. Its function first and foremost must be to explain and illustrate why
employment is not only important but also complex. The term ‘labour market’ often
gives the impression that employment can be analysed in the same way as the market
for any other type of commodity. However, labour is not a commodity as it is
provided by human beings, who must be treated with respect and dignity and who
only sell their labour and not their souls on the labour market. This distinction has
fundamental consequences for the nature of the market, not least because the
exercise of labour remains under the control of the persons supplying the labour, not
the purchaser. Issues of motivation are as important in determining outcomes as the
original transaction, based on an exchange of hours of work for a wage. Employers
in fact do not usually seek to purchase a predetermined level of effort, as they wish
to engage the creative and problem-solving capacities of labour in furthering the
interests of the organization. These capacities are needed in a whole spectrum of
activities, including some often considered low skilled or low discretion jobs.

The first element of complexity in employment analysis, therefore, emerges out of
the nature of the employment relationship and the distinctive form of the
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Box 1.1 The nature of the employment contract

The employment contract is an example of what is now sometimes called an ‘incomplete
contract’; that is to say, some of its terms are unspecified. Employees agree to do, over the
life of the contract, what they are ordered to do; but the orders will not be issued until some
time after the contract is negotiated. The usual argument (within the neoclassical framework)
for the existence of incomplete contracts is that in a world of uncertainty actions will have to
be taken as the situation calls for them, without time for negotiation... An employment
contract contains all sorts of implicit (and explicit) limitations that set boundaries to the
range of actions the employee will be directed to perform. These boundaries define the
‘zone of acceptance’ within which employees can be expected to obey orders ... Authority in
organisations is not used exclusively, or even mainly to command specific actions ... most
often, the command takes the form of a result to be produced (‘repair this hinge’), or a
principle to be applied (‘all purchases must be made through the purchasing department’),
or goal constraints (‘manufacture as cheaply as possible consistent with quality’). Only the
end goal has been supplied by the command, not the method of reaching it ... Doing the job
well is not mainly a matter of responding to commands, it is much more a matter of taking
initiative to advance organisational objectives... For organisations to work well, it is not
enough for employees to accept commands literally. In fact, obeying operating rules literally
is a favourite method of work slowdown during labor-management disputes, as visitors to
airports when controllers are unhappy can attest. What is required is that employees
take initiative and apply all their skill and knowledge to advance the achievement of the
organisation’s objectives.

Extract from H. Simon, ‘Organizations and markets’, Journal of Economic Perspectives,
5 (1991): 30-2.

employment contract (see Box 1.1). A second level of complexity arises out of the
divergences in interests and objectives of employment from the perspective of the
various actors. These divergent interests can clearly be found between the main
actors — namely labour, capital and the state. However, even the individual actors
may be seeking potentially contradictory objectives in their employment strategies
(see Figure 1.1). Can organizations have both cheap labour and high productivity
and performance, or do they have to accept a trade-off? Can wages provide both a
fair standard of living for all and still provide a fair reward for effort, performance
and skill? Can governments both build up the skill base of the economy and respond
to problems of high levels of unemployment?

The range of objectives pursued under the heading of employment provides also
the scope for finding mutually beneficial solutions between actors with different
interests. For example, employees interested in increasing their job security may be
willing to cooperate with and facilitate a process of change and innovation within an
organization. However, there is always a risk of divergent interests re-emerging and
undermining such a coalition of interests if, for example, employees come to fear
that the restructuring may eventually lead to job losses or to further work
intensification. There tend to be, therefore, no simple solutions to employment
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Figure 1.1 Contradictory pressures on employment policy and practice

problems, only compromises and second best solutions, which are constantly subject
to renegotiation and change.

Given this complexity even at national level, it is reasonable to ask if there are strong
grounds for extending this complexity further by looking at these practices from an
international perspective. The answer depends on two issues. First, how much do
employment policies and practices actually vary in practice between countries? And
second, if we find evidence of difference, is that discovery interesting and important?

The answer to both questions is in the affirmative. Our argument will be that
employment practices do indeed differ significantly between countries and that
these differences are likely to persist. Knowledge of these differences is not only
important for anyone who has direct concern with, or responsibility for,
employment spanning more than one country — for example those employed in the
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human resource functions of multinationals or in the international branches of
unions — but also for anyone concerned with employment issues within their own
country. In each society there are different ways of organizing employment,
reflecting the various institutional arrangements in place to generate skills, regulate
the employment relationship and shape the wage structure. Recognition that there
is not only one way of doing things, that alternative methods, for better or for worse,
are available and in use, can be extremely illuminating in opening up debate and
discussion even over a very local employment issue.

At one extreme, there is a predisposition to take local arrangements and ways of
doing things as representing the only way or the commonsense way of organizing
and managing complex issues such as employment. At the other extreme, systems
deployed in other countries may be seen as offering simple solutions. Under this
latter approach, it is tempting to blame government myopia or the vested interests
of employers or workers for the apparent failure to learn from a ‘best practice’
example in another country.

The approach taken here is not to regard examples from different nation states as
providing models that can be simply emulated in other environments. Employment
policies and practices are necessarily embedded in a social environment and do not
operate independently of other aspects of social and economic life. Analysis of other
ways of doing things requires a full assessment of both the pluses and minuses of
particular arrangements or systems of employment organization. This evaluation
requires an understanding of how the arrangement operates within its own social
context and an understanding of how the interactions with the immediate environment
influence the effectiveness of that particular way of organizing employment.

The first task of this book is, therefore, to explore the different approaches to
employment in order to open up the range of options considered in the organization
of employment. At the same time care will be taken to warn against notions of easy
transfer or learning from best practice. A second and equally important task is to try
to understand the likely developments in employment policies and practices in the
light of current trends towards an increasingly integrated world economy. To what
extent will nation states, or indeed individual organizations, be able to retain their
distinctive approach to employment? Would a move towards a more homogeneous
approach to employment organization be beneficial, and if so to whom? What types
of protections and institutional arrangements are needed in a world where capital is
relatively free to travel and labour remains the factor of production most tied to the
fate of a particular society or even region?

Introducing national differences

There is now a wealth of empirical material, including detailed statistical
information, to inform our analysis of employment organization between countries.
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However, understanding of the importance of the statistical variations cannot be
achieved without locating these differences within the whole set of institutions
found within a particular country. For example, if we want to assess the significance
of differences in training systems we need to be interested in much more than
differences in numbers receiving training. In assessing the significance of these different
systems, it is essential to understand their implications for how work is organized, for
the development of capacities for innovation and for career patterns and inter-job
mobility.

To focus on interpreting the significance of differences in employment policies and
practices, we present a number of examples, in the form of case studies of usually two
or three countries where there are clear differences in the nature and significance of a
particular employment form or employment practice, based on detailed research
carried out by a variety of employment analysts. We call these examples case studies, in
line with the traditional terminology applied to the study of individual organizations,
as we are not claiming to pick representative or average country cases. Moreover, even
if a country seems to be ‘average’ or ‘typical’ in one employment area, it may be at the
opposite end of the spectrum on another dimension. However, it is in the nature of
comparative research that opposites tend to attract; that is, countries are selected for
study around a particular employment practice precisely because they are known to, or
are strongly expected to, display major differences. The differences may therefore be
considered overdrawn relative to the differences one might expect to find between any
two or three randomly selected countries. Often the selection is in fact deliberate, to
represent a category or type of employment regime. In later chapters of the book, we
discuss whether it is possible or desirable to develop typologies of employment
systems, with respect to the system of work organization (see Chapter Three);
the welfare state system or the gender relations regime (see Chapter Four); the
training and education system (see Chapter Five); or the regulatory and collective
bargaining system (see Chapter Six). For the moment, however, the selections are used
to give some flavour of the richness of diversity in employment systems and to begin to
establish why employment policies and practices may differ in significant ways between
societies.

The organization of employment: some national
comparative case studies

To provide examples of differences in employment organization we have to be
selective over both the choice of countries and the choice of aspects of employment
to be considered. Here we focus on five areas, all of which feed in important ways
into either the cost and/or the productivity side of the wage-effort bargain at the
heart of the employment relationship. As such they are significant in shaping
comparative advantage for both individual organizations and whole economies.
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They also each have considerable importance for how individuals experience
employment in their working lives. The five dimensions selected are:

+ skills and work organization;

* pay systems;

+ working time arrangements;

+ downsizing and retirement;

+ employee involvement or voice.

We also return to these dimensions at various points in later chapters of the book.
In particular we look in Chapter Three at the significance of skills and work
organization for comparative advantage; and in Chapter Five we explore how the
education and training systems in advanced countries help to shape these different
systems of work organization. Working time arrangements are looked at from a
supply-side and, in particular, from a gender or household perspective in Chapter
Four. In Chapter Six we look at the influence on working time practices of regulations,
deriving both from legislation and collective bargaining. Downsizing and retirement
policies again feature in Chapter Four, where we consider the influence of welfare
regimes on labour supply, and again in Chapter Seven where we look at how
employment policies and practices operate at the workplace or organization level.
Employee involvement or voice is another issue considered in Chapter Seven, and
provides an underlying theme in our discussion of the development of high trust
versus low trust production regimes in Chapter Three.

The aim here is not to provide a comprehensive analysis of these dimensions of
employment but rather to introduce some of the key issues in comparative analysis,
around these five dimensions. The research-based studies that we draw upon fit within
these broad areas, but each study has a narrower specific orientation or focus, on
particular occupational groups, particular sectors or indeed particular employment
arrangements within the broader area. Moreover, these studies are drawn from
different time periods and have used divergent methodologies; their findings may
have significance at different levels of generality. Some may only be relevant for the
particular firms or sectors or occupations studied; but for the most part they have
been chosen because of their salience for understanding how the employment
system operates in those particular countries. Limitations of space, and indeed
limitations of available research, prevent a full discussion or defence of the validity
of these arguments. However, the reader will find much supportive evidence in the
other chapters of this book.

It should still be noted that in some cases recent developments in employment
organization in the countries concerned may have changed the state of play
since the research was conducted or the article written. For the moment we take
the differences as revealed at the time of the research and do not attempt to
update this research or comment on the continuing significance of the differences
revealed.
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Skills and work organization

Much comparative research has focused on the ways in which work is organized, and
in particular on differences in the opportunities that these systems offer for workers
to exercise skill and discretion or to contribute to organizational learning,
development and innovation. To some extent these differences are related to trends
in the management of employment which transcend national boundaries. Over
recent years the post-war interest in a mass production work organization system
allowing minimum discretion to workers — sometimes referred to as the Taylorist
or Fordist production system (see Chapter Three) — has given way to an interest in
work organization systems more geared to flexible and variable production. Here the
focus has been more on harnessing the problem-solving and innovatory capacities
of the workforce as a means of improving competitiveness in an era character-
ized by niche markets and competition based on fashion, design and variety.
However, although research has revealed that there may have been some general
tendencies towards Taylorist techniques in the earlier period, and more recently a
relatively widespread interest in more flexible systems, these broad or general trends
in work organization are not capable of accounting for the variety of systems of
work organization found over time and space (see Chapters Two and Three). There
were significant variations in the extent to which production systems within specific
countries or sectors emulated the Taylorist model in the first place, and there remain
equally major differences in the extent to which there has been a systematic move
away from low discretion systems to post-Fordist systems or high trust forms of work
organization. Further variations are found in the form of post-Fordist/non-Taylorist
system that has been adopted and developed (see Chapters Two and Three). The
capacity of organizations within a particular societal context to adapt and respond to
product and technological changes has been found to be dependent upon the specific
cultural and societal context in which they are located and indeed embedded.

The organization of work is influenced not only by competitive requirements, but
also by how work organization relates to other major features of the societal system.
Here two areas can be focused on in particular. The first is that of career structures
and career expectations; the second is the role of the education and training system
in shaping employment. In our first extract from a comparative study on work
organization (Box 1.2), we find that the greater separation of managerial from
technical work in British compared to Japanese companies is related to a large extent
to differences in career structures. In the UK managerial careers are structured
independently of technical careers, while in Japan technical expertise provides the
legitimacy for exercising authority within the organizational hierarchy.

8 The organization of employment



Box 1.2 Player manager or coordinator: engineers in Japan and the UK

Successful product development requires effective integration across different engineering
activities and functional groups ... The more uncertain the market environment, the greater
the need for efficient communication, and elaboration of knowledge and information across
the product development cycle.

Organisations operating on the principle of functional specialisation create a heavy
demand for an administrative hierarchy specialising in coordination and integration. The
more sub-divided the organisation into individual tasks and functional disciplines, the greater
the need for coordinators to act as focal points of communication and information flow. In the
British firms, this specialist coordinating role is carried out predominantly by project
managers. In our interviews, all the British project managers emphasised the importance of
their coordinating function. The following examples of how these people described their
‘typical day’s work’ are illustrative:

As deputy engineering manager on the systems my prime task is liaison among
engineering groups in three different divisions of the company. So | spend a lot of
time on the phone, at meetings, reading papers generated by engineers in their
groups, because the systems function is to really make sure that all the different engineers
working in the company on this project are tied into the contract ... It's a technical liaison
job and you have to trace people for information, go to meetings, help engineering meeting
and project meeting ... It's basically liaison and coordinating. | am not designing any
equipment.

| headed up a team of five, and they did the technical work of producing the
workbenches and specs and things, and | had to make sure it all held together... | spend
quite a lot of time on the phone ... If | have an overriding function it’s that of coordination.
So, yes, | do lots and lots of coordination. | actually produce very little.

Most of the British engineers promoted to project leader positions often become
preoccupied with their coordinating role and find themselves having to disengage from their
design and development role very early on in their supervisory roles. The separation
between managerial and technical work is distinct in the British firms.

In the Japanese firms, the relationship between technical and managerial work is quite
different. Although Japanese project managers also have an important coordinating role,
they are not ‘specialist coordinators’ like their British counterparts. The overlapping nature of
the Japanese approach to product development means that a great deal of the coordinating
functions are carried out by engineers at the working level. Information necessary for the
coordinated adjustments in the product cycle tends to flow laterally across the functions
through direct communication among the project team members rather than necessarily
passing up and down the hierarchy via the project manager. In the Japanese firms, the
product development cycle is coordinated by a decentralised network structure of
communication and information sharing rather than a centralised hierarchical information
system. As a result, Japanese project managers tend to devote more time and effort to
product planning and strategic decision-making rather than specialising in operating
coordination. They emphasise their technical leadership role and act as product champions
in integrating technical development with corporate objectives. A project manager (kacho) at
an R&D laboratory described his key role as follows:

In my case, there is of course, the overall policy of the company. The primary concern is
to follow the policy, and then deciding how to translate it into concrete details. The top
management only provides very broad guidelines and it is really up to the project
managers (kacho) and team leaders (kakaricho) to come up with concrete strategies, for
example, how we can double the sales figure next year. In order to achieve the objective,
| have to carry out detailed analysis in a wide range of areas, including marketing, costing
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Box 1.2 Continued

and then consider how to incorporate the technical aspects in order to achieve the overall
objective. On the technical side, we know what level of technical performance we want to
achieve but it is important to work out how to translate it into actual development work.
| have to ensure that my subordinates understand all these.

In the Japanese firms, a project manager effectively functions as a general manager of a
product. Their role is ‘strategic’ in that they are responsible for product planning and concept
development; it also contains a strong technical dimension in the sense that they are
ultimately responsible for translating the product concept into technical details.

While most of the British engineers promoted to project managers often find themselves
having to disengage from their technical work very early on in their supervisory roles, Japanese
project managers often remain technically involved — many of them described themselves as
‘player managers’. There are two main reasons why Japanese project managers tend to
maintain a closer involvement in technical work. First, unlike their British counterparts whose
role is to liaise with local representatives from different functions within a vertical administrative
hierarchy, Japanese project managers often directly lead a project execution team — members
who leave their functions and report directly to the project manager. They have direct contact
and stronger influence over the working level engineers. They are responsible not just for
coordination but also for product planning and translating product concepts into detailed
technical work. It is a technical leadership role and thus knowing the technical details of their
subordinates’ work and providing on-the-job training is all part of the job. Second, it is important
for Japanese project managers to remain technically competent in order to justify their authority
and control within the project team. Unlike their British counterparts, they are not specialist
coordinators and they do not have monopoly access to organisational information. Japanese
project teams have a high degree of integrative autonomy and lateral information processing
capacity. The coordinating role of a manager can easily be made redundant and bypassed.
Thus, remaining technically active and involved is a good way of ensuring authority and gaining
‘competence trust’ among the engineers.

Extract from A. Lam, ‘Work organisation, skills development and utilisation of engineers’, in
R. Crompton, D. Gallie and K. Purcell (eds), Changing Forms of Employment (London:
Routledge, 1996), pp. 190-2.

The second extract (Box 1.3) is drawn from the study that to a very large extent
was responsible for sparking off the debate about international differences in
employment policies and practice. The research was based on case studies of plants
in Germany and France, carefully matched according to size, nature of production
and technology (Maurice et al., 1984, 1986). The study found major differences in
the occupational structure, authority systems and inter-occupational relationships,
such that the French system was based on a much longer hierarchy of jobs,
determined both by status and pay, and with the system of work organization based
much less on a cooperative and multi-skilled basis than in the German case. The
more hierarchical French structure was found to reflect the more elitist French
system of education, and the more cooperative approach in Germany, based around
a higher average skill level, reflected the strong vocational training system there. This
particular extract focuses on the different organization of the management function
in France and Germany, from foremen to top managers.
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Box 1.3 The basis for authority of the foreman: technical competence or ability to give
orders?

The German Meister is a case in point: his technical competence is sanctioned by a socially
recognized diploma, which puts him in the same qualification space as the skilled worker,
though at a higher level, and with a broad span of control. German foremen are less
numerous than their French counterparts and have more men under them...This is the
concept of Arbeiterschaft which, according to Popitz, covers the worker—foreman relationship:
there is only a slight difference between workers and technical management which is
comprised of graduated engineers, for they fall into the same qualificational space. Graduated
engineers receive an education that is oriented more toward applied technology than a
university-trained engineer, and their social background is more modest. All this makes them
feel closer to the workers than to university graduates.

The middle-management characteristics observed here apply equally well to all levels of
management: promotion into management corresponds more to increased technical
competence recognized by the company than to a change of status decided on by
management...there is a strong tendency to link the level of training with the job level. The
result is a relatively homogeneous management, and a degree of continuity between
management and nonmanagement ... this homogeneity is related to a technical competence
whose basic point of reference is the manual apprenticeship. Among top management in
industry only 19.4 percent have university degrees (as opposed to 41 percent in France).
The majority have nonuniversity occupational education, that is, further education after
apprenticeships but on a fairly high level (Technikschule-ingenieurschule). Only a minority of
top management is hired on the basis of diplomas to exercise executive functions (Leitende
Angestellte). The relative continuity between management and other categories reflects both
occupational mobility based on a progressive development of qualifications and on less
sharp social and occupational distinctions made between management and
nonmanagement. This holds true particularly for technical middle management, but it often
applies to top management (those who hold an L.A. function) as well, for many start out as
workers or apprentices.

The dividing line between managers and nonmanagers in French companies is
drawn more often according to organizational rather than to professional criteria. In this
respect the movement into management represents a discontinuity. Whereas in Germany
managers and nonmanagers have relatively similar types of education and a continuity of
qualification, in France one finds a greater professional diversity among management even
though their presence in the organizational hierarchy might provide a symbolic unity. The
case of production supervisors (foremen) is particularly revealing. Although the French
foreman usually starts off as a worker, like his German counterpart, conditions for promotion
are not the same. His position is not supported by an occupational diploma; it is given to him
by the company, which bases its choice on his capacity to lead men and give orders... it
means that he is entering management (albeit at the lowest level) rather than developing a
higher level of training. The French foreman’s functions are also different from those of the
German Meister, for he does not play the same role in the work system. Production norms
are more precisely laid down by the technical departments, and the foreman has to ensure
they are met... His authority, which has only weak professional justification, is based on
rank; as he is at the lowest level of the hierarchy, he has little scope for decision
making ... The foreman may exercise authority, but he has no power-...

Though one cannot make broad generalizations for all of French management, these traits
are nonetheless the most basic: becoming a manager corresponds to a promotion up the
status hierarchy rather than the attainment of greater technical ability. Therefore access to a
management position and internal mobility within the category will generally result from the
way the company functions and from socialization in accordance with its organizational
norms ... all the managers, including those who were graduated from a Grande Ecole, are
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Box 1.3 Continued

considered by the company to be ‘self-taught’: success in the company depends on their
degree of integration. Though socialization is similar for all managers, there are in fact
significant discontinuities within the category. These are the result of the importance
given to managers who have graduated from higher education institutions (usually the
Grandes Ecoles) over others whom the company calls ‘self-taught men’ (a category
which to all intents and purposes does not exist in Germany) ... The ‘self-taught men’ ...
reach their ceiling much more quickly at an intermediate level, having made their career in
the production or technical divisions, or more often in the administrative or sales
departments.

Extract from M. Maurice, F. Sellier and J-J. Silvestre, ‘The search for a societal effect in the
production of company hierarchy: a comparison of France and Germany’, in P. Osterman
(ed.), Internal Labor Markets (Cambridge, MA: MIT Press, 1984), pp. 251-4.

Reference in text:
H. Popitz, H. P. Bahrdt, E. A. Jures and H. Kesting, Das Gesellschaftsbild des Arbeiters,
(Tubingen: Mohr, 1957).

Pay systems

Payment systems are at the core of the employment relationship. Work under an
employment relationship is undertaken in return for pay; in order to motivate
people to work there needs to be some agreement among employees that the reward
they will receive is in some sense fair. Notions of fairness, however, vary between
societies as well as between occupational groups. The size of acceptable differentials
between, for example, chief executive officer and manual worker pay appears to vary
dramatically between societies; in the US the ratio is over 27 to one, while in Sweden
the ratio is only eight to one (Figure 1.2). While not everyone in the US accepts these
differentials in pay as fair, their existence certainly excites less comment there than if
similar differentials were revealed in most European societies.

There is a range of different principles upon which pay differentials can be based.
Should they reflect differences in status or in educational qualifications? Or
differences in the productivity or profitability of the organization? How far should
pay reflect differences in individual performance or differences in job category?
What account, if any, should be taken of differences in age, seniority or gender?

Two countries which exemplify the possible range of different principles are the
US and Japan. The extract in Box 1.4 summarizes the differences in principles
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Figure 1.2 Ratio of chief executive pay to manufacturing workers’ pay in advanced countries

between the prevailing systems in the two countries, which have implications not
only for how work is organized within organizations, but also for inter-occupational
and intergenerational variations in income and standards of living. The extract uses
the terminologies JAM pay systems (that is, based on job classification, adversarial
relations and minimal training) and SET pay systems (that is, based on security,
employee involvement and training). In the US there is more variation between
companies and occupational groups according to whether the pay system is more of
the JAM variety — focused on the job grade — or the SET variety, where the focus
is more on the individual employee. In Japan, as the extract explains, payment
systems in large organizations are usually more related to SET, where the pay reflects
the age, seniority and skills of the employee and not the job grade.

Box 1.4 Pay variations by lifecycle or by job category?

The pay systems in the United States and Japan are both highly segmented, but the
divisions occur along different lines in the two countries. In the United States, JAM and SET
pay systems for production and clerical workers are usually highly compressed, with small
wage differentials determined mainly by seniority, within a context of interfirm mobility and
interindustry wage differentials. Job ladders for blue-collar workers are relatively short, and
while most companies have evaluation systems, appraisals are tied only loosely to pay. Blue-
collar and clerical workers in large nonunion companies tend to have somewhat broader
differentials than in union companies, but they still typically face relatively flat age-earnings
profiles. College-educated workers are in professional and managerial occupations, with
different pay tracks and steeper age-earnings profiles from those of production and craft
workers. Gender differences in pay and promotion, while still important, have been
diminishing.

The pay system in Japan is segmented along the dimensions of age, employer size,
gender, and, to a lesser degree, education. The components of pay in large Japanese
companies are life cycle (or age, with housing and family allowances), job-grade, and
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Box 1.4 Continued

performance pay. Skill and performance are appraised frequently and are tied to pay and
promotion. Nonmanagerial workers have career ladders with steep age-earnings profiles.
There is no US-style division between craft and production workers. High school graduates
(blue-collar and white-collar workers) and university graduates (white-collar workers) are on
the same published pay schedules, but university graduates move up much more rapidly and
enter management sooner.

Individual incentives encourage skill development and performance for blue-collar
workers in Japan. Koike and Inoki (1990) have suggested that the merit pay component of
Japanese pay systems has grown since the 1970s and that, as a result, age-based pay has
diminished in importance. This view is supported by several studies that found that
age-earnings profiles were flattening in Japan in the 1980s. Our findings provide only partial
support for Koike’s hypothesis. We argue that the long career ladders reflect management’s
response to a system of lifetime employment with age-based pay by ensuring worker’s
productivity and increasing their responsibilities as they gain experience. The SET pay
system in Japan rewards and supports security, employee involvement, and training in a
system that produces less overall inequality than exists in the United States.

Extract from C. Brown, Y. Nakata, M. Reich and L. Ulman, Work and Pay in the United States
and Japan (New York: Oxford University Press, 1997), pp. 130-2.
Reference in text:

K. Koike and T. Inoki, Skill Formation in Japan and Southeast Asia (Tokyo: University of
Tokyo Press, 1990).

The second extract (Box 1.5) explores the different principles and practices of job
grading in Germany, Italy and the UK. The implications of these different systems
lead to differences in the form and extent of gender inequality. As a consequence,
policies to reduce gender pay inequality need to take into account the different ways
in which these inequalities are embedded within payment systems.

Box 1.5 Different job grading principles affect the structure and form of the gender pay gap

Very different systems and principles of job grading prevail in the three countries under
consideration. ltaly provides the most straightforward case: there are four legally recognized
categories of employees (blue-collar workers, white-collar workers, senior white-collar workers,
and managers), but a single unified grading system applies to the first three categories of
workers in almost all industries. The allocation of jobs to grades is specifically not established
through job evaluation. Job grading is not regarded as reflecting any objective measure of job
content or qualifications, but instead is recognized as the result of collective bargaining.

In Germany there is also a formal distinction between white-collar workers and blue-collar
workers, linked to differences in social security arrangements. In practice, however, these
groups tend to be covered by separate collective agreements. However, there are further
important divisions or cleavages within these occupational groups — between those jobs that
require and those jobs that do not require a vocational training qualification. The existence of
apprenticeships in both blue- and white-collar sectors provides in fact a form of linkage
between the two groups, such that a job requiring apprenticeship training for white-collar
workers would not normally be graded below a blue-collar job not requiring such training, or
vice versa. The importance of vocational training for job grading in Germany is illustrated by
the tendency to use vocational qualifications as job titles (Méhaut, 1992). Thus although job
grading in Germany is also the result of collective bargaining and not job evaluation, there is
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Box 1.5 Continued

a general perception that the job grading system does reflect skill and job content, a
perception that is not shared in the Italian case. In Germany the measure of skill is strongly
tied to vocational training requirements, and the collective bargaining process is constrained
by these strongly held perceptions.

Nevertheless, the emphasis on vocational qualifications is greater among blue-collar workers.
This is also the area where women are less likely to be qualified, and thus this form of grading
serves to establish gender differentials. Among white-collar workers there is little difference in
the share of qualified male and female workers. Here the emphasis for job grading is on job
content, and many female skills and responsibilities are not recognized in the traditional grading
structures. Thus possession of qualifications is not sufficient to guarantee women a favourable
place in the grading scheme. It can be argued that where qualifications do not adequately
differentiate between men and women, other criteria may be added.

Practices in the UK diverge from both the German and the Italian system, and in fact can
be characterized as demonstrating the absence of any national system of job grading. There
is no formal or legal distinction between blue- and white-collar work, although both groups
of workers have tended to be covered by different wage agreements or systems of pay
determination (with white-collar workers much less likely to be covered by collective
bargaining arrangements). In practice, organizations tend to divide their jobs into a number
of job clusters for grading purposes, and research has found no coherent pattern to this
division other than that job clusters tend to consist of either male-dominated or female-
dominated jobs (IRS, 1991). As comparisons tend not to be made across job clusters,
female- and male-dominated job groups are often graded and paid according to completely
separate systems. There is no national system of vocational qualifications spanning
occupational groups to provide some basis for comparing jobs in, for example, blue- and
white-collar areas, unlike in Germany. There is thus much greater freedom in the UK for firms
to create job grading systems which vary between and within firms and which certainly do
not conform to any national system of conventional hierarchies. Analytical job evaluation is
made greater use of in the UK than in Germany and Italy but is often used only for specific
groups of jobs, or different systems are applied to different job clusters. It does not normally
result in integrated job grading systems.

Grading in the public sector also conforms to these national systems, with Germany
retaining the emphasis on vocational qualifications and distinctions between blue- and
white-collar work, while Italy has an integrated single graded system. In the UK the situation
is somewhat different because of the continued influence of national-level agreements in the
public sector, compared with the private sector where they have largely disappeared.
However, most national agreements cover only specific occupational groups, and as a result
there is no integrated grading structure covering all groups at the organizational level. One
of the incentives for decentralization in the public sector is in fact to provide the opportunity
to establish integrated grading and pay structures at the organizational level.

Many different issues are raised by these grading practices for the establishment of equal
pay for work of equal value. There is perhaps a paradoxical situation in which the UK makes
most use of analytical job evaluation, the often preferred method for the application of the
principle of equal value, but has probably the least integrated grading structure, such that
the comparisons between jobs tend to be made across a relatively narrow field. Italy
probably pays the least attention to actual job content but has the most integrated system of
job grading whereby white-collar and manual jobs are placed in grades alongside each
other, while in Germany the common system of vocational training provides at least some
form of integration between the structures. However, there is still no strong tendency in
Germany within the trade union movement, let alone within the employers’ associations,
to question whether the traditional job gradings reflect principles of equal value
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(Jochmann Déll, 1990). Nevertheless ... in Italy as well as in Germany it would be difficult
for a skilled clerical worker, for example, to have a lower salary than a semi-skilled
production worker in the same factory, but this is a normal and possible outcome in the UK.

Extract from J. Rubery, F. Bettio, C. Fagan, F. Maier, S. Quack and P. Villa, ‘Payment systems
and gender pay differentials: some societal effects’, in J. Rubery et al. (eds), Equal Pay in
Europe? (Basingstoke: Macmillan/ILO, 1998), pp. 13-16.

References in text:

IRS (Industrial Relations Services), Pay and Gender in Britain (London: Equal Opportunities
Commission and IRS, 1991).

A. Jochmann-Déll ‘Gleicher Lohn fir gleichwertige Arbeit: ausléndische und deutsche
Konzepte und Erfahrungen’, doctoral dissertation (University of Trier, 1990).

P. Méhaut, ‘Further education, vocational training and the labour market: the French and
German systems compared’, in A. Castro, P. Méhaut and J. Rubery (eds), International
Integration and Labour Market Organization (London: Academic Press, 1992).

Working time

There is a range of variations in working time patterns across countries, including
differences in standard weekly hours, differences in the incidence of overtime
working, and of working over the weekend; and strong national differences in when
and how much holiday is taken. The extracts chosen here relate to one form of
working time arrangement which shows particular variability across countries,
namely part-time working. Part-time work is one of the major areas of employment
growth in advanced countries. It is associated in part with the expansion of female
employment and also with the growth of the service economy. However, there is no
universal relationship between the availability of part-time work and the integration
of women into the labour market (Rubery et al., 1998b) as the extract in Box 1.6 from
Birgit Pfau-Effinger’s (1998) comparison of part-time work in the Netherlands,
Germany and Finland outlines.
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Box 1.6 The role of part-time work in the integration of women into employment depends
on the gender order

In the postwar period, the basic characteristics of the gender culture already differed
significantly between the countries examined here (the Netherlands, Germany and Finland)
exemplified by the rates of female activity. In the following decades, in all three countries,
processes of renegotiation of the gender arrangements between societal actors and a
change in cultural ideals took place which was primarily initiated by women and in which
men participated to a different degree. The new ideals are, more than before, based on the
cultural construction of the ‘employed mother’. Differences in the degree and forms in which
women were integrated into the labour market can be primarily explained by the fact that
cultural change was based on different cultural traditions, proceeding under different
dynamics of change which resulted in diverging paths. In those countries where the tradition
of the male breadwinner/female carer family prevailed, the idea of privatised childhood
survived in part. As a consequence, part-time work was a substantial element of the
modernisation of the male breadwinner family model. Though in parts precarious, part-time
work turned out to be a new form of employment for women in the biographical phases of
active motherhood. This is even more true for the Netherlands than for West Germany. These
differences can be explained by the fact that the tradition of the ‘home caring society’ and
the housewife marriage was more deep-rooted in the Netherlands. Institutional regulation
has in part reinforced the orientation of women towards part-time work in these countries. In
contrast, in Finland, where the male breadwinner/female carer model was never dominant,
the tradition of women’s full-time participation in the production sphere was maintained
during the modernisation process and change in the gender arrangement.

Extract from B. Pfau-Effinger, ‘Culture or structure as explanations for differences in
part-time work in Germany, Finland and the Netherlands?’, in J. O’Reilly and C. Fagan (eds),
Part-Time Prospects (London: Routledge, 1998), p. 192.

Part-time work has implications for terms and conditions of employment, and
also, because of the concentration of women in part-time work in many countries, for
gender equality in the labour market. However, as the comparison in Box 1.7 of the
Netherlands and the UK illustrates, the consequences for earnings and employment
opportunities of working part-time do vary significantly, even between two of the
countries with the highest use of part-time work in the EU.

Box 1.7 Part-time work is women’s work in both the Netherlands and Britain, but the
penalties for working part-time are higher in Britain

Part-time employment is segregated in both countries, but the wage conditions which result
are quite different. In the Netherlands the average hourly wage of women part timers is equal
to that for women full timers and in 1988 both groups of women earned 73% of men’s average
hourly earnings (Plantenga and van Velzen, 1993: 5). In the same year women full timers did
slightly better in the UK, earning 75% of male full-time hourly earnings, and this rose to 79%
by 1992. However, women part timers only receive 75% of the earnings of full timers of their
own sex and only 58% of male full-time earnings (Rubery, 1993: Figures 2 and 3).

When part timers are working alongside a full timer doing a job with the same job title they
usually receive the same basic hourly rate of pay, even within deregulated sectors of
deregulated labour markets such as the UK (IRS, 1991). However, the segregated pattern of
part-time jobs means that most part timers work in female-dominated areas of the economy.
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Across the European Union employment in female-dominated sectors has some asso-
ciation with low pay, both within manufacturing and in service sectors for which earnings
data are available. In both the Netherlands and the UK (and for other member states where
data are available) retail ranks as the lowest paying service sector by total average earnings,
followed by hotels and catering, which falls within ‘other services’. Retail also pays lower than
the lowest paying manufacturing industries, based on total average male non-manual earnings
in industry (Rubery and Fagan, 1994, pp. 167—-70 and appendix tables).

We have already noted that three quarters of female part timers in the Netherlands and
the UK are found in other services and distribution, the two lowest-paying service sectors in
both countries. In the UK it is intra-industry differentials between full timers and part timers,
but more importantly the high concentration of part timers in service and retail activities,
which accounts for the lower hourly earnings of part timers (Rubery, 1993: 79). In contrast,
the absence of a pay gap between women full timers and part timers in the Netherlands
arises from two factors. First, the wage floor set by established minimum rates acts to narrow
the earnings gap between high and low paying sectors and occupations (Rubery and Fagan,
1994a). Second, while similar shares of part timers in both countries hold service jobs, fewer
are concentrated into retail jobs in the Netherlands (see above).

Although a large share of part timers in both countries are concentrated in two low paying
sectors, the implications for their earnings differ because of the different wage systems.
Indeed, the CERC (1991) report provides a comparison of low pay among part timers based
on hourly earnings which shows that part timers are less at risk of low pay in the Netherlands
than in the UK. On this comparison, 17% of all full timers and 60% of all part timers are low
paid in the UK, while in the Netherlands 11% of full timers and 23% of part timers were low
paid. And it is estimated that in the UK close to half (46%) of all workers paid below two thirds
of the full-time median hourly wage are female part timers, while 23% are women full timers
and the remaining 30% are men (Rubery, 1993: Table 1.2.3).

Extract from C. Fagan, J. Plantenga and J. Rubery, ‘Part-time work and inequality? Lessons
from the Netherlands and the UK, in A Time for Working, A Time for Living (Brussels: ETUC
and ETUI, 1995), pp. 139-41.

References in text:

CERC, Les Bas Salaires dans les Pays de la CEE.\/20024/91-FR (Brussels: European
Commission, 1991).

IRS (Industrial Relations Services), Pay and Gender in Britain (London: Equal
Opportunities Commission/IRS, 1991).

J. Plantenga and S. van Velzen, Wage Determination and Sex Segregation in Employment:
the Case of the Netherlands, Report to the European Commission (DGV-Equal
Opportunities Unit, Brussels, 1993).

J. Rubery, Wage Determination and Sex Segregation in Employment: Report for the UK,
Report to the European Commission (Brussels: DGV—-Equal Opportunities Unit, 1993).

J. Rubery and C. Fagan, Wage Determination and Sex Segregation in Employment in the
European Community, Social Europe Supplement 4/94 (Luxembourg: Office for Official
Publications of the European Communities, 1994).

Downsizing and retirement

Patterns of exit from employment also vary according to societal arrangements,
institutions and values. Restrictions on layoffs and redundancies vary from, at one
extreme, the USA, where there are no statutory requirements for advance notice or
compensation for plant closures and redundancies, to societies such as Spain, where
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employers who wish to dismiss permanent staff have to engage in a lengthy legal
process and pay significant compensation (although these conditions have been
relaxed over recent years). These differences in approaches to layoffs and redundancy
are by no means entirely explained by legal regulations; in particular the well-known
job-for-life system in Japan is based on trust rather than legal entitlements to a
job for life. Moreover, differences in approaches cannot be regarded as simply
leading to delays or frustrations for management; they may also encourage a
different approach to the internal organization of the labour market, with greater
emphasis placed on redeployment and retraining rather than redundancy in
societies where employers’ prerogative to fire workers is constrained by legal and
voluntary systems of job protection. Osterman’s (1988) account of the differences in
approach to the regulation of layoffs between Germany, Sweden and the USA
recognizes that the systems prevailing in the first two countries do not prevent
layoffs but raise their costs relative to the situation in the USA (Box 1.8).

Box 1.8 Employers face different restrictions on their rights to lay off workers without
consultation

The (German) law provides that works councils be consulted with and be provided with
information on a range of manpower topics including the number and procedures for layoffs,
promotion criteria, changes in working conditions, the use of overtime and of ‘short time’,
and the introduction of new technologies. Although management in principle need only
consult, in practice on at least some of these topics the consent of the works council is
necessary. The nature of works council agreement varies according to topic. For example,
on the key issue of layoffs if, through negotiations, management is unable to reach
agreement with the works council (which takes the form of a ‘social agreement’ [Sozialplan]),
the council can submit the plan to an arbitration committee (Einigungstelle) whose binding
decision must take the social situation of the employees into account along with purely
economic considerations of the firm. In addition, individual workers may take legal action in
an industrial court in order to obtain severance pay. The consequence is not to render layoffs
impossible but to raise their cost substantially ...

Swedish labour contracts do not generally contain the extensive prescription of work
rules and job classifications found in American contracts. However, in the 1970s legislation
was passed that is potentially more prescriptive concerning internal labor market rules. The
two key laws are the Law on Codetermination (1997) and the Employment Security
Legislation (1974).

The important characteristic of these laws, for our purposes, is that the codetermination
legislation requires that firms inform and consult with unions on all matters concerning
job design, work organisation, technological innovation, and promotion procedures. The
employment security legislation requires that firms provide lengthy notification prior to layoffs
and that layoffs proceed in the order dictated by (reverse) seniority.

As is apparent, the Swedish and German arrangements show a good deal in common. In
both countries unions are stronger than in the United States, although the Swedish unions
are far more powerful than their German counterparts. Both nations have passed national
legislation that establishes workplace-based councils and restricts employer freedom to lay
off employees. At the same time, there are important differences between the two countries,
in particular that the German restrictions concerning employer freedom in establishing work
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Box 1.8 Continued
rules and in laying off employees are considerably more stringent. In addition, social policy
is much more tied to a specific work site in Germany than in Sweden.

Extract from P. Osterman, Employment Futures (New York: Oxford University Press, 1988),
pp. 119-21.

The age at which people leave the labour market has tended to decline,
particularly over the past two decades. However, the actual age at which the
departure takes place, the conditions under which it occurs, and the extent to which
there is a gradual and multi-phased departure or an abrupt clean break vary
significantly between advanced societies. However, there have been relatively few
comparative studies of retirement systems and in particular so-called early
retirement systems. Naschold and Vroom’s (1993) study of seven countries (the
Netherlands, UK, USA, Sweden, Japan and the former West and East Germany) is a
major exception, providing both analysis at the inter-country level (based on
comparative statistics of participation rates), at the national level (based on
comparative analyses of the societal systems of labour market organization and
social security funding), and at the organization level (based on case studies of how
organizations treat their older workers and why). Here we draw on Jacobs’ and Rein’s
(1993) contribution to the study in their analysis of ‘patterns of early retirement’ to
provide some examples not only of the different working patterns of older men
across the seven countries, but also of the differences in the distribution of
responsibilities towards older workers found in advanced countries (Box 1.9). Note
that early retirement has so far been considered primarily an issue affecting men, as
the involvement of older women in the labour market has up until recent years been
much lower than that of men. These issues are likely to be significant for more
women than men in the future as more women become continuous participants in
the labour market.

Box 1.9 Exit means exit in some societies; in others work and partial retirement are
combined

When we limit our analysis only to employed wage and salary workers, we find two quite
distinct patterns. In the Continental countries of Germany, France and the Netherlands, men
move from full-time work to full-time retirement. This means that there is, by and large, no
partial exit or re-entry into employment at some later period of time. We call this pattern ‘exit
is exit’ because it graphically illustrates that once a man leaves work, his opportunity to
re-enter work is virtually non-existent.

What about the remaining countries where there is a much higher employment activity
rate among wage and salary workers? What these countries share in common is that at least
a substantial minority of older men combine work and retirement, or have their work
redefined so that the job itself signals the beginning of a retirement process. But the different
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methods of how work and retirement are combined are quite varied. Here we want to call
attention to the different processes that produce a similar outcome ...

Sweden: partial retirement

In Sweden, the relatively high proportion of employment for older workers in wage and salary
positions is created by a system of partial pension arrangements which permits an individual
to get roughly about 75 percent or more of his previous earnings while working only half the
number of hours ... But the system apparently seems to work only in Sweden where one finds
a very strong commitment to the right to work which extends also to older men and even to
those who are partially disabled and cannot find a job because of labor market conditions.
There have been some changes, however, in this regard since the elimination of partial
disability due to work-related conditions in 1990. What is distinctive in the Swedish system of
partial pensions is that individuals stay on their same job, and the employer reconstitutes it
from a full-time to a part-time position. In this scheme there is an institutional commitment on
the part of the employer to continue hiring the older worker and on the part of the state to
create a special program to buffer the loss of income from a reduction in hours worked and
earnings. As a result, we find that almost a third of all men 60 to 64 work part-time in
Sweden. While part-time employment for men 60 to 62 is high in the United States, there is
no institutional commitment to find partial work. The responsibility to find part-time work falls
on the individual and is not an obligation of the firm ...

Japan: re-employment

What distinguishes the Japanese pattern? Whereas the Swedish system emphasizes a
change in the hours of work but a continuity of type of work, the Japanese system
emphasizes a change in the status of work and a change in earnings. At a given age of
termination of employment called the ‘teinen’ age, at one time age 55 and later raised to age
60, virtually all wage and salary workers are expected to terminate their contracts with
the firm. Rebick has shown that the ‘teinen’ age arrangements increasingly apply to small as
well as large firms. We conclude that most workers are covered by this arrangement.
Workers are either reemployed by the firm, or are placed out to another affiliate or daughter
firm. There are a variety of different levels that the parent firm can be involved in arranging
for this placement. In general, the more the parent firm is involved, the better off the worker
is economically ... The core idea underpinning the Japanese system is the obligation of the
firm to continue employment of workers on a full-time basis, but at lower earnings which can
be supplemented with a public or private pension arrangement. In this sense the Japanese
approach is similar to that of Sweden where firms have a social obligation to reemploy
individuals, so the transition is an institutionally established principle and not merely an
ad hoc arrangement where the initiative falls on the individual alone ...

The United States: multiple options

The distinguishing characteristic of the American system is to support a variety of
options that individuals can pursue on their own. There are at least two institutions
which reinforce the support of these options. First, there is the public social security system
which by its nature is designed to provide only a floor of social protection to prevent poverty
and hardship. Unlike the European system, it is not designed by itself to promote for middle
and higher income groups the continuity of lifestyles achieved before retirement ...

The second institutional arrangement arises from legislation which eliminates mandatory
retirement age and seeks to implement anti-age discrimination practice in firms. Of course,
the legislation does not end age-linked hiring and firing, although it certainly reduces the
extent to which age plays a role in this process. The point we want to stress here is that the
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existence of anti-age discrimination legislation works institutionally to support the range of
individually chosen options.

The American system might, therefore, be described as follows. A majority of individuals
follow the European pattern of exit is exit... There is, however, a substantial minority of
individuals who create ad hoc arrangements which work in different ways depending on the
individual’s situation. This generates a range of patterns rather than a definite national norm.
The following variations are identifiable:

(a) Men move into other jobs that pay less and demand less of them. These are jobs
characterized by easy entry and easy exit...

(b) Men remain in the same line of work or in the same field, but diminish their
investment in their career job. Of course, this can occur at any age; for example, the
professor who stops writing after receiving tenure.

(c) Men gradually retire from work by acquiring a part-time position, which may be in
heir own field or, more typically, in a different industry or occupation

(d) Men may reenter work after a period of retirement because the public and private
pensions they receive turn out to be inadequate to maintain the lifestyle they seek to
maintain, or perhaps because the lack of work undermines their ability to realize a
meaningful life, or for some combination of both financial and personal reasons.

Extract from K. Jacobs and M. Rein, ‘Early retirement: stability, reversal or redefinition’,
in F. Naschold and B. de Vroom (eds), Regulating Employment and Welfare (Berlin:
de Gruyter, 1993), pp. 33-6.

Employee involvement

Various European countries provide rights for worker participation in management
at the workplace level. These rights have also been extended across the whole of the
European Union for those workers in companies which have plants in more than one
European country (see Gill and Krieger, 2000; Hancké, 2000; Marginson, 2000;
Whittall, 2000; Wills, 2000). However, as the extract in Box 1.10 from Turner (1993)
explores, the existence of legislative rights does not say very much about how worker
participation schemes work in practice. In this comparison of Germany and France
we find that the trade union system, the political culture and the form of legislation
play a major role.

Box 1.10 Is worker participation a means to pursue common interests or does it
compromise the class struggle?

Germany
The German version of WPM (Worker Participation in Management), known as
codetermination (Mitbestimmung), is an integral part of an industrial relations system that
has been widely recognized for its success. There are two poles to codetermination:
employee participation on company supervisory boards and elected works councils at the
plant and firm levels.

Board representation, although not insignificant, is the least important of the two poles of
codetermination. Supervisory boards meet only a few times a year, with day-to-day
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decisions made by a separate management board, which is, however, elected by the
supervisory board. For the worker representatives on these boards (usually works
councillors and union representatives), these meetings afford occasions to learn of company
financial and strategic planning. The access to information and the ability to speak out at top
levels has sometimes served works council and union interests and smoothed labor-
management negotiations. Yet except in the iron, steel and coal industries, which have parity
representation on the boards, labor’s minority position on the supervisory boards has given
codetermination at this level a minor role compared to the daily activities of the works
councils.

Works councils are legally independent of both union and management, and they are
democratically elected by the entire work force, blue and white collar employees.

Work councils are empowered by law, precedent and plant- and firm-level agreements to
receive full information and consult with management prior to the implementation of
decisions affecting personnel. In specified areas, works councils have veto rights, giving true
meaning to the term ‘codetermination’.

How does this works council system work in practice? From a management point of view,
there are many actions a firm cannot take without first consulting the works council. In such
areas as the introduction of new technology and job design, management is required to inform
the works council and listen to comments and suggestions prior to implementation. In these
areas, management often ignores the wishes of the works council once the consultation
obligation is fulfilled. But in other areas, management must either gain the assent of the works
council or, in the event of stalemate, submit the matter to binding arbitration. Under the Works
Constitution Act, works councils have codetermination rights in the areas of working hours,
piecework rates and bonuses, and performance monitoring (Article 87); working conditions in
cases where employers have violated accepted principles of suitable job design (Article 91);
hiring, firing, transfers, assignment to pay groupings, or job classifications (Articles 95 and
99); and training and retraining (Article 98).

In spite of West German industry’s often cited shop-floor flexibility, given the myriad
personnel issues involved, management is not free to reorganize work without extensive
discussion with the works council. While decisionmaking may be slowed in this consensus-
building process (and the outcome may be altered), once agreement is reached
management has an important ally in the works council for winning work force acceptance
and smoothing implementation.

Germany also has a strong and fairly cohesive labor movement organized into one
principal labor federation (the DGB), itself composed of sixteen industrial unions. From 1978
until unification, union membership density of the employed work force in West Germany
was stable at around 40 percent. Relations between unions and works councils are typically
close: works councils, especially in the larger firms, are usually dominated by union activists
who work closely with the local union office.

At the regional level, fairly centralized unions and employer associations conduct nationally
coordinated collective bargaining for entire sectors, establishing the framework for wages,
working conditions and hours within which works councils and managers operate. The unions,
with substantial resources at the national level, are in a position to offer works councils
important advice on strategy, bargaining, key issues and daily operations. This is especially
true of the larger unions such as |G Metall and works councils at the larger firms.

France

Although less developed and more limited, WPM is nonetheless widespread in France. At
plant and firm levels, workers are represented through staff delegations (délégations du
personnel), trade union sections (sections syndicaux) and works committees (comités
d’entreprise). The staff delegations monitor company rules and present grievances, but they
have no bargaining power. The union representatives can engage in collective bargaining
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and represent worker interests in other ways. They also put up slates of candidates for
election to the works committee, itself designated to play a limited role in WPM. Established
by law in 1946, works committees are elected bodies at firms with 50 or more employees,
with rights to information and consultation. Through the works committees, workers and
unionists receive advance information regarding company plans, giving them the opportunity
to mobilize if necessary. But the committees themselves are chaired by the plant manager
and have no formal joint decisionmaking rights except in managing recreational facilities and
activities. In most cases this latter area is the major preoccupation of the works committees;
on the average they derive two-thirds of their budgets from revenues generated in the
recreational programs, with the remaining third provided by the company.

At some large firms such as EDF (the national electric company), the works committees
are powerful bodies. Their activities often overlap with union representatives’ work. Most of
the elected committee members are unionists; at large firms they are often freed from
normal work duties by virtue of their positions on the committees. Yet even in these cases,
works committees generally have not advanced beyond information rights into more
extensive WPM for a number of reasons: employers are opposed; French unions have
rejected in principle participation in management decisionmaking although one of the
principal labor federations, the CFDT, supports worker decisionmaking or ‘autogestion’; and
plant representation is typically fragmented into several contending union sections who may
carry their rivalry into their works committee efforts.

The French labor movement is divided into six principal, often contentious union
federations (CGT, CFDT, FO, CFTC, CGC and FEN). The three largest, the CGT, CFDT and
FO, are all on the left (the CFDT and FO are socialist, but bitter rivals; the CGT is communist
and still the largest). Ideological divisions and organizational rivalries among them are
intense. Ever since the breakdown of efforts to form a coalition between the socialist and
communist parties in 1977, and between the CFDT and CGT in 1980, the French labor
movement has been in decline. This has persisted, especially for the CGT, even under
socialist governments. France is the only industrial democracy with a lower union
membership density (12 percent or less) than the United States. Divided and in decline, the
unions have hardly been in a position to promote expanded WPM through the works
committees or in other ways, even if they were inclined to go in that direction. In fact, in the
1989 works committee elections, nonunion candidates for the first time won the largest
number of elected committee positions for France as a whole. The expansion of WPM in
France in the past decade has been significantly employer led. Managers have promoted
various forms of direct participation, including quality circles and expression groups. Such
programs aim at complementing the works committees on the shop floor; they also appear
to have had the effect of further undermining the unions.

As for Europe, the socialist party and the government support worker protections
embodied in the Social Charter and its action program, including expanded information and
consultation rights. But the French perspective, even the socialist and union views, are
decidedly different from the German union perspective. As Jansen and Kissler [1987] put it:
‘Radical democratic traditions, overlapping an individualism which has a definite existence
in France, give rise to the fact that common interests hardly ever arise in the area of
industrial relations ... The co-determination model favoured by Germany is rejected virtually
universally in France. Political groups and trade unions object that co-determination
presumes harmony to exist where, in reality, conflict rules.

Extract from L. Turner, ‘Prospects for worker participation in management in the single
market’, in L. Ulman, B. Eichengreen and W. Dickens (eds), Labor and an Integrated Europe
(Washington, D.C.: The Brookings Institution, 1993: 63-9).

Reference in text:
P. Jansen and L. Kissler, ‘Organization of work by participation? A French-German
comparison’, Economic and Industrial Democracy, 8 (1987): 379-409.
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Conclusions

This introductory chapter has sought to do three things. First it has set out some of the
reasons why employment is a topic of key importance to a whole series of agents or
actors in society, from individual citizens, to corporations, through to governments
and political bodies. Second, it has identified five key aspects of employment and
indicated how differences between societies may be important factors to take into
account in looking at some of the key debates in these areas. The questions whether
labour markets are tending to deskill work, to move to individualized pay, to
introduce flexible and part-time work, to increase downsizing and early retirement
or to provide an increased role for employee voice cannot be answered without
reference to the experience of particular societies. Third, the chapter has introduced
the reader to a sample of some of the rich qualitative material now available on
comparative employment systems. We hope this has whetted the appetite for further
reading and in-depth country comparisons. This now significant literature will be
pointed to throughout the rest of the book, to provide ample opportunities for
following up specific country cases and interesting comparative analyses.
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