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Abstract

This paper specifically studies union effects on the performance and productivity of the employee and on various

Human Resource Management policies by examining the role of labor unions in the workplace. It analyses both

negative and positive aspects of the unionism however it concludes that there are more positive effects of unions on

productivity and management. It also attempts to analyze the positive effect of the unions on productivity and the

overall impact on the management policies and on various management functions like controlling, planning, and

organizing. We make comparison between unionized and non unionized organization by analyzing the effects on

productivity and management. We also analyze the importance and roles of unions in organizations to remain

competitive in the global environment.
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Introduction

The primary role of labor unions is to fight for its
members so that their members will have better rights,
working condition, wages, and benefits. On the other
hand, management introduces and implements certain
Human Resource practices that utilizes Human
resources in building a competitive advantage and
improve organizational performance. Results from
empirical studies show that strong trade unions can
influence a company’s HR practice by adopting softer
Human Resource practices than hard ones [1].

Workers and the factory owners are always engaged
in a dispute related to wages, bonus, number of working
hours, overtime, pension, compensation, medical
benefits or provident fund contribution, etc. In order to
solve all the problems of the workers, the trade union
movement was launched and, accordingly, various trade
unions now exist that are constantly working for the
welfare and betterment of the workers [2]. It is obvious
that in any organization labor unions have had dramatic
effects on organizations' relationships with employees.

Union Effects in Employee Performance and HRM Policies

While some argue that labor unions have positive
effects on work-life and employment, others say that
there are also negative effects caused by union
activities. It is also obvious that employees demand for
better facilities, better salary and other perquisites from
the employers. But on the employers’ side it is not
always possible to provide all the benefits that the
worker’s demand. Therefore, to increase their
bargaining power within the organization, employees
form unions. However, the objective of the unions is not
only to increase the bargaining power.

It is believed that the wunions increase the
productivity as well as the performance of the
employee. However, in a recent study, Laroche and
Wechtler [3] say that over the past three decades, there
has been a great deal of interest in the relationship
between unions and firm performance. Their results
indicate that unionization in France is associated with
poorer financial performance in the workplace. Their
results also indicate that concentration-related profits
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do not provide an important source of union rents in
France.

In this context, the objective of this paper is to
understand the effects of the unions on productivity and
performance of the employees as well as on Human
Resource Management Practices. For this, the answer to
the question “what do unions do in the workplace?” is
pivotal. The first part of this paper discusses the effects
of union in employee performance and productivity and
the second half of the paper discusses their role of
unions in Human Resources policies and function.

The unions have both positive and negative effects
within the organization on the managerial practice. In
some cases, unions may hinder the productivity or
efficiency. Similarly, the monopoly face of unions
arguably can also contribute to restraining as well as
enhancing efficiency, although it is generally associated
with negative outcomes for management and thus, the
relationship of union policies to efficiency is a complex
one [4].

However, ‘The Economist’ quotes in one of its blog
articles [2] that one possibility is that, to the extent that
unions do increase productivity, they do so by forcing
less competent workers out of the labor market,
because they are not worth union pay. This means that
the unions also play a vital role in determining who
deserves the equivalent pay and maintaining the
standard of the labor. The unions in particular influence
the labor market by making it a free entry and exit
market, with more competent labors getting the job and
less competent going out of the market. This process
theoretically guarantees higher productivity.

Unions have influence on management practices,
recruitment, and selection process. In unionized
workplaces, the role of union leadership is considered
to be as important as that of management. They can
influence the workers’ attitude towards workplace and
the duties and responsibilities. They play a vital role in
building the positive attitude in the organization by
motivating the employees to work in the interest of the
organization which is equal to saying that their
influence can be as effective in the opposite direction.
Workers’ attitudinal and behavioral reactions to HRM
innovation can be influenced by the guidance they
received from their local union leader. Thus, it can have
influence on the leading function of HRM [5].

Since the main aim of the union is to increase the well
being of the employees, the unionized firms invite
completion among the existing employees by opening
the job vacancy internally. The presence of a union
increases the likelihood that a firm would post jobs
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internally for open competition among current
employees. In a study of the auto parts industry,
Kaufman and Kaufman (1987) found that union plants
were nearly twice as likely to post jobs internally as
their nonunion counterparts.

The main objective of this paper is to explain how the
unions affect the productivity and performance in the
workplace along with their influence in the
management. We will compare unionized and non-
unionized organizations and discuss individual
organizations to come to the conclusion.

Literature Review

There are two kinds of view about labor unions. One
school of thought says that the unions are largely
formed only to make an impact on the members’ wages,
work conditions, better facilities, perquisites and so on
at the expense of devotion to work and productivity. On
the other hand, another school of thought says that the
unionized organizations have better performances
along with better facilities for the employees than the
non-unionized organizations. While one set of analysts
view the negative impacts of the unions on the
organization, the other set of analysts view the positive
side of the unions. Some analysts stress the adverse
effects of union on productivity such as the loss of
employment due to union wage effects. On the other
side, some believe unions have beneficial economic and
political effects. A significant number of experts [6-8]
believe that the collective bargaining will lead to better
management and higher productivity. Industrial
relations experts have long stressed the ways in which
collective bargaining can induce better management
and higher productivity and note that unions can
increase the development and retention of skKills,
provide information about what occurs on the shop
floor, improve morale, and pressure management to be
more efficient in its operations [7].

Freeman and Medoff (1984) [7] further argue that
unions provide positive effect on employee
productivity. They have found that in many sectors,
unionized establishments are more productive than
nonunion establishments, while in only a few are less
productive. The higher productivity is due in part to the
lower rate of turnover under unionism, improved
managerial performance in response to the union
challenge, and generally cooperative labor-management
relations at the plant level. Unionized employers tend to
earn a lower rate of return per dollar of capital than do
nonunion employers. The return is lower under
unionism because the increase in wages and the greater
amount of capital used per worker are not compensated
for by the higher productivity of labor associated with
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unionism. The reduction in profitability, however, is
centered in highly concentrated and otherwise
historically highly profitable sectors of the economy”

[7].

On their study, Lua, Taoa, and Wangb [6] found a
positive and statistically significant union effect on
labor productivity, but not on profitability. Their study
also found that, although unions do not directly
contribute to positive wage gains for the workers, they
do contribute to better employee benefits, increased
signing of formal employment contracts and hence
more harmonious employment relations in China’s
private enterprises [6].

Effects of Unions on Productivity

Morikawa [8] analyses the relationship between
labor union and firm performance in productivity and
profitability by using data on more than 4000 Japanese
firms, in both the manufacturing and non-
manufacturing sector. According to Morikawa (2010)
[8], the presence of labor unions has statistically and
economically significant positive effects on firm
productivity and unions' effects on wages are also
positive, their magnitude being slightly larger than
those on productivity and the decrease in the number of
employees is greater at unionized firms than at non-
unionized firms.

Productivity is largely related to good employee
skills, higher motivation, and better leadership under
the influence of good planning and controlling.
Organizations want to meet their long term and short
term goals and wish to have a pool of good and efficient
employees along with good co-ordination between the
management and the employees. Generally speaking, it
is less likely to have good management-employee
communication in larger organizations. Therefore,
whenever employees feel that there is lack of proper
communication and that their voices are not being
heard by the management, they form unions. The need
of unions becomes apparent when working conditions
are poor, benefits are inadequate or wages are low.
Even though the unions are at first formed to increase
the collective bargaining, eventually they end up with
the effects on productivity and efficiency.

The empirical evidence indicates that the driving
force behind the introduction of HRM appears to have
little to do with industrial relations, it is rather the
pursuit of competitive advantage in the market place
through provision of high-quality goods and services,
through competitive pricing linked to high productivity
and through the capacity swiftly to innovate and
manage change in response to changes in the market
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place or to breakthroughs in research and development
[1]. Its underlying values, reflected in HRM policies and
practices, would appear to be unitary and
individualistic in contrast to the more pluralist and
collective values of traditional industrial relations [9].

When unions raise workers’ wages, firms have an
incentive to augment the capital intensity of production,
thereby raising labor productivity [10]. As discussed
earlier, unions might affect the productivity both
positively and negatively. It is common in unionized
organizations that they provide training to the workers
to improve the level of skills and productivity. In a non-
unionized firm, the management imposes the
production methods and determines the procedure of
performing the task which is a huge source of
discontent for the workers. On the other hand, the
unionized workplace provides flexibility to the workers
to alter the production methods and put a voice in
production procedure that improves the productivity.
Thus, this may have affect on the organizing aspects of
human resource management. However, the influence
of unions in every aspect such as promotion which in
unionized organizations are based on seniority rather
than the merit may hamper the productivity due to
employee dissatisfaction. Moreover, unions can have a
negative impact by using their monopoly position to
drive up wages and to introduce restrictive work
practices that inhibit management's ability to introduce
high performance work practices.

The union impact on things like apprenticeship and
training  methods, promotion policies, work
organization, wage level and payments system and
grievances procedure will feed through productivity
[11]. Some of the reasons why the unions lower the
productivity could be the restrictive work practices, the
adverse impact of industrial action, less capital
investment and lack of trust between the parties within
the organization. Likewise the benefits of having the
unions could be the management’s response to the
union relative wage effects which could ultimately
higher the productivity, lesser burden on the
management to monitor the work procedures in the
organization, the collective voice of the employees
resulting in win-win situation for both the employees
and the management, a reduced amount of effort for the
manager to take care of individual grievances and
complaints. This may also impinge on controlling aspect
of the Human Resource Management.

Unions affect the approach in which the firms
respond to the changes in the economy. According to
Freeman and Medoff, in cyclical downturns, in
comparison to non-unionized firms, unionized firms
tend to make more use of temporary layoffs and less use
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of cuts in wage growth. In retrospect, in cyclical
upturns, unionized firms recall relatively more workers
and nonunion firms tend to hire new employees. Thus,
this may effect on the staffing function of the HRM.
Likewise, in a decline that threatens the jobs of senior
employees, unions negotiate wage and work-rule
concessions of substantial magnitude while large
nonunion firms that are trying to avoid unions through
"positive labor relations,” obtain higher wages and
better working conditions as a result of the existence of
trade unions. The average employed nonunion blue-
collar worker may enjoy a slight increase in well-being
because the threat of unionism forces his or her firm to
offer better wages and work conditions, but the average
white-collar worker appears essentially unaffected by
the existence of blue-collar unionization [7].

Separation rate as we know is the difference between
the number of people that lose jobs and the number
who find jobs. Freeman and Medoff (1985) [7] opine
that one of the merits of unions is that they reduce the
separation rate but however it does not necessarily
follow that it guarantees the improvement in efficiency
which is only reflected by the rise in productivity. That
is to say that even though the separation rate is reduced
due to the unions, there is no guarantee that the
productivity will increase as its result. Thus, though the
unions play a vital role in maintaining the number of
workers (sometimes more personnel than necessary),
their voice in increasing the productivity and efficiency
is more important for the firms than just ensuring the
balance between the numbers of workers losing jobs
and finding them. However, it is as well highly possible
to have a positive impact on productivity as the
separation rate decreases. In addition to the decrease in
separation rate, it also helps in increasing the quality of
the workers as the new technologies require new skills
to increase the productivity therefore it further leads to
good selection procedure as well as better investment
scenario to ensure the higher ratio in productivity of the
newly hired employees to the overall employees. The
credit to the entire benefit of this process goes to the
union’s effects in the reduction of the separation rate.

Brown and Medoff suggested that the productivity
between union members and nonunion members
varies, using a production function derived from the
Cobb-Douglas production function. Using CS data per
state and per industry for 1972, and setting the
logarithm of value added per worker as the dependent
variable; and union membership rate, logarithm of
capital-labor ratio, and the logarithm of workers per
one firm as the independent variables. The productivity
ratio of unionized workers over and above
nonunionized workers as determined from the
estimated coefficient was about 30 percent.
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Using panel data of firms that had established unions
in the cement industry, Clark (1980) found a positive
union effect. He also found that change in workplace
activity was more a factor than change in the nature of
the workers themselves. The productivity effect will not
always be positive. Clark (1984) found that the union
dummy effect on productivity was negative based on an
analysis of pooled data in the manufacturing industry
from 1970 to 1980.

The labor market is highly influenced by the impact
of the unions and therefore they have a huge impact on
productivity. The finding suggests that unionization
increased wages and compelled managers to raise
productivity [12]. The unions force the less competent
workers to go out of the labor market because they are
not worth the union pay. This also eases the pressure on
the management to distinguish between the good and
bad workers as well as in paying only those that deserve
the payment. Also it helps the management in reducing
the effort in monitoring and controlling the labor as the
market itself guarantees entry and exit of the labor
which necessarily means that the labor should compete
and put their effort to survive in the labor market. This
ultimately leads to higher productivity and greater
efficiency in work. Labor’s and management common
identification with the principle that wages and
productivity growth should keep pace with each other
has played an important role in such growth. Under the
long term employment system, productivity growth has
been beneficial for both firm based labor unions and
management [8]. On the other hand the nonunion firms
always have the burden on the management to control
the labor market. They have to monitor each worker
and put a lot of effort to get rid of one employee and
replace with another. Furthermore, it is only up to the
management to make decisions while hiring new
employees which in most cases would have been easier
with the involvement of the unions as they know who
would fit in and what exact skills would be required for
the new hire to possess. Thus this may have hands on
the staffing and controlling aspects of the management.

The unionized firms reduce certain commitments
from the management and thus reduce the extra work
that the management has to accomplish. The regular
appraisal of work which otherwise would have been a
highly regular task for the management is greatly
reduced in unionized firms because high standards are
set by the unions for the workers in the labor market.
Whereas, in nonunion firms, it is more likely that the
management involve in activities and appraisal in order
to keep the work at a standard level. Also in unionized
firms where the pay is fixed by the unions, the relation
between merit and pay is less while in nonunion firms
the merit pay is a common phenomenon. Appraisal and
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merit pay were, however, more likely to be used in non-
unionized plants, and the rate of change in high-
commitment management between 1986 and 1990 was
greater in nonunion plants [13].

Over the past two decades, non-union companies
have used various tactics to develop worker satisfaction
with the company itself and such tactics, including
flexible work schedules, participative decision-making,
information sharing, and merit-based pay systems, have
had the dual purposes of keeping workers satisfied with
their jobs and discrediting any perceived benefit of
unionization [14].

In the context of the severe economic conditions and
global recession like the current situations, the unions
have even more role to play. In these situations rather
than protecting the labor for their jobs, they focus on
protecting the industry by working closely with the
management, which ultimately protects the jobs with
the industrial growth. Workers as a part of the
management improve and expand the business to form
a stable market for those who have lost their jobs. The
trade unions also consider the question of contraction
of workers' services in industrial and services sectors in
situations other than severe economic conditions. “It
has been noticed for the past several years that in the
name of globalization of market, productive and service
centers are engaging labor on contract basis, victimizing
and eliminating permanent workers. The trade unions
take seriously this alarming situation that leads to
industrial disturbances contributing to more strikes and
lockouts, thereby reducing production and prosperity of
the country besides badly affecting growth rate”[2].

Khattar [15] states that progressive unions are
associated with higher productivity, lower turnover,
improved workplace communication, and better trained
workforce. He furthers states that increased
productivity  implies  economic  growth  and
development. Under the conditions that the industrial
relations are good with the management and unions
working together it is likely that the productivity will be
higher in unionized firms than in nonunion firms. The
important aspect to this is that there needs to be a
constructive dialogue and regular communication
between the management and the staff so that there is a
better appreciation of the health of the company and its
future plans [15].

Another perspective to look at unionism is that from
the public and private sector’s perspective. Evidently
the working procedure, conditions, environment and
goals and objectives of public and private sectors differ
heavily. It is hard to say which sector could benefit
more from unionization; however a study shows that
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the rate of unionization in private sector has highly
reduced and if the study is to be believed there is more
influence of unionization in public sectors than in the
private sectors. “Between 1945 and 2009, the rate of
unionization in the private sector fell from 45 percent to
7 percent, which is telling evidence of the inefficiency of
unionization. The net effect of public employee unions is
difficult to gauge, however, because most public
employees have considerable economic leverage, even
without unionization, simply as a result of their status
as voters-imagine if the workers in a private company
could vote in elections for the board of directors” [16].

Union Effects on the Management Practice

There is much less literature regarding how unions
affect or influence management practices, and in
particular human resources practices [17]. Union has
influence on various human resource practices like
recruitment, placement, training, retaining. Similarly, it
also has effect on various functions of human resource
management like staffing, organizing, planning etc.
Union can add immense value to the employee welfare
by assisting and persuading the organization to provide
training to the organization. The union has to play a
active role to force organization to train employee for
their overall skill development as a fringe benefit since
the core emphasis is on benefits. The connection
between tenure and firm-specific training was
strengthened in the presence of an active union [18].

Appraisal and merit pay were more likely to be used
in nonunionized plants, and the rate of change in high-
commitments management between 1986 and 1990
was greater in nonunion plants [13]. Hence they mostly
rely on seniority system. Individual are not evaluated in
the union setting so the system can affect many of the
HRM practices. In a unionized setting, management hold
the right to provide direction to its workforce, but some
of the rights can be bargained away. The management
has to negotiate with the union in most of the issues. In
unionized workplaces, however, the role of the union
leadership may be equally important and hence
workers’ attitudinal and behavioral reactions to HRM
innovation can be influenced by the guidance they
received from their local union leader [5]. Therefore,
the leading function of the HRM may be affected by the
union actions.

It is a well known fact that unions always focus for
promoting and well being of employees within the
organization. As a result, management must limit its
channels of external recruiting, if possible, insisting the
criteria for selection as to physical test only. Thus, this
may affect the staffing function of HRM. In addition,
firms that perceived their trade unions as being
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powerful were less likely to implement HR strategies to
increase numerical flexibility indicators such as
temporary employees, part-time employees, and
subcontracting [19]. There are some basic differences
between the evaluation criteria between unionized and
non- unionized firm. Nonunion firms were more likely
to employ more subjective evaluation criteria, while
unionized firms employed more objective ranking
evaluation such as the benchmark method in order to
reduce favoritism and to maintain its ability to question
management decisions [20].

Union also places a significant impact on the
promotion and performance evaluation system of the
organization. Unions are known for formalizing
promotion procedure, by writing the policy in paper, as
compared to nonunion firms. There is high degree of
formalization in the seniority rule which may be
unproductive for the management but it gives union
substantial power in the challenging managerial
decisions. Unions do not focus on individual evaluation
so there is less incentive plan as compared to nonunion
firms. Only 13.6 % of unionized firms used incentive
compensation system such as merit pay, profit sharing,
and straight piece rate plans, while 28% of nonunion
firms had implemented a profit sharing plan [21].
Unions promote the use of novel HR practices. One
argument, building on the concept of inefficiency is that
unions may engender “shock” and “voice” effects,
leading management to adopt more progressive,
efficiency-enhancing HR innovations [4]. Thus many of
the components of a high performance HR system (for
example, training, fair selection processes, and priority
given to internal recruitment) are consistent with the
interests or demands of unions and may act as a
complement to, rather than a substitute for, unionism
[13].

Unions have got influence on organizing aspect of the
HRM. They need to assign various authorities and
responsibilities in order to fulfill the firms’ wide
objectives. Union plays a significant role to bridge the
gap between them by developing a good image of the
management in the eye of the workers through their
various incentive programs. Needless to say,
managements that adjust to the union and turn
unionism into a positive force at workplace reap the
benefits in the long run [15].

Unions help to improve high performance of work.
They encourage firms to work beyond their self interest
and to take an organization-wide and long term
perspective which ultimately leads to the development
of the employee. Secondly, union networks developed to
capture, disseminate and collect independent voice
facilitate the implementation of HPWP, reducing the
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costs of HPWP implementation and maintenance [22].
Unions provide job security and help to foster a steady
workforce which increases the net benefits of Human
Resource Work Practice. Finally, union are the one who
act as a bridge between management and employee and
thus help to widen collaboration and commitment by
building trust between them. There is evidence that
employee voice makes an important contribution to
workplace performance by avoiding costly disputes;
reducing exit behavior, including quits, absenteeism,
malingering and quiet sabotage; and facilitating
employee involvement [23].

Union identify various rules and regulation that are
utmost for the welfare of the workers and also been an
influencing factor for getting these laws enacted. They
have encouraged their members to exercise workplace
rights and participate in programs by reducing fear of
employer retribution, helping members navigate the
necessary procedures, and facilitating the handling of
workers’ rights disputes [24].

The effect of union on HR practice does not only
dependent on each other but it is also determined by
the relationship between the management and union.
The outcome of union action on HR practices cannot be
judge without considering the relation they have with
each other. It can be conclude that productivity does not
depend on what unions and management do separately,
but on their relationship with one another and suggest
that cooperative industrial relations promote the
positive aspects of unionism and uncooperative
industrial relations increase the negative aspects of
unionism.

It has been evident from above paragraph that
industrial relation is one of the main components for
the efficient productivity. At the same time it also has
hands in the adoption of High Performance Work
Practice by encouraging management to be committed
to the welfare of the workers as well as focusing on
management agenda. Union organizations with
cooperative industrial relations are more likely to
effectively adopt HPWP than organizations with
adversarial industrial relations [22]. Thus, trade union
movement played a significant role in shaping and
influencing the direction of HR practices, lobbying for
the introduction and enhancement of employment law,
and driving individual employers to go beyond merely
implementing the basic legal requirements, creating a
virtuous circle for future progress [25]. Therefore, these
may have influence on the planning aspects on the
management.

There are many changes going on in the Human
Resource area. One of the innovations in the HR field is
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the growth of Alternative Work Practices (AWP) which
includes team development, quality circles and
knowledge sharing which ultimately enhances
productivity (Godard, 2007). There is high participation
of workers in the AWPs approach because employees
can share and apply their information and skills more
completely. AWPs results in differential payment that
reflects the authentic gain for employees. But such gains
can be unfruitful if they substitute for collective
bargaining which can lessen the desire for union
representation. Unions may not only have an important
role to play in ensuring that workers receive their fair

Ergonomics International Journal

share of any gains [26], but also help to overcome the
barriers for the implementation AWPs approach in the
organization. They may enhance the magnitude of
productivity gains, in effect filling a new economic role.
This could mean a higher wage payoff to AWPs in union
than in nonunion firms, with positive implications for
union demand [27].

The interrelation between union power, industrial
relations and High Performance Work can be
demonstrated form the figure below:

Quality of Industrial
Relations

Union

¥

Presence

I

Union Power

Workforce Stability

Long Term

Perspective
— Effective
CostE E?tl‘-l'l_E » Adoption
Communication gﬂprpwp

Employee Trust
Cooperation
Commitment

Figure 1: Explores the ‘Black Box’ of How Union Presence Impacts on the Effective Adoption of Hpwp.

As we can see in figure 1, the quality of the industrial
relations is the influential factor for stability of the
workforce, quality and cost effective communication
between management and union. It also strengthens the
employee’s trust, cooperation and commitment which
are very rewarding for the long term perspective of the
firm. These factors collectively contribute to the
effective adoption of the high performance work
practice.

Limitations

There are some limitations in this paper. The effect of
union may vary if its effect is analyzed in particular
country. Every country has its own political and legal
environment which may have different effect of union in
productivity and management practices. This paper is
based on secondary information collected from the
literature. Thus, it depends on the authenticity of earlier
studies findings. There was not much source available
that has been written in recent years. Further study can
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be done on the positive effect of union in productivity
and particularly in HRM practices.

Conclusion

This paper basically finds that there is higher
productivity in unionized firms than in the nonunion
firms, however exceptions do persist. For several
reasons, unions have a positive impact in influencing
the labor and the labor market. Thus, unions have not
only positive impact on the productivity of the
organization but also have positive impact on the
productivity of the whole industry. Moreover, unions
have great impact on the economy that can change the
economic status of the entire nation. According to some
studies [3,28-31], unions sometimes do have negative
effects in the organization and in the productivity.
However, the overall analysis shows that they mostly
have the positive impact and they increase the
productivity and efficiency by reducing the workload of
the management.
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The impact of union on productivity has been a topic
of debate among analysts of unionism [7]. Historically,
unions and management had never been together in the
issue like productivity. Today managers view union as
one of the important factors to compete in domestic and
global market because they provide great support to
management for accomplishing excellence in
operations. Unions typically improve productivity by
providing workers with an internal 'voice' at the
workplace.

It has also been discovered that managements have
excelled in performance in the unionized firms. On the
other hand, union can also be obstacle in the smooth
functioning of the organization. In the unionized firms
most of the decision is made through collective
bargaining which some time may be unnecessary and
time consuming. Taking this exception into
consideration it can be concluded that the pressure that
unions place on management has, most of the time,
been helpful in creating superior and better balanced
management. Hence it can be concluded that union
opens door of communication between workers and
management through collective bargaining process
which probably enhance productivity and improve
various function of Human Resource Management.
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