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Abstract

This study examines the antecedents and outcomes of labor-management cooperation. Data
were drawn from 305 branches of a large unionized Australian- based multinational banking orga-
nization. The authors find that perceptions of a cooperative labor relations climate were positively
influenced by procedural justice, the union’s willingness to adopt an integrative approach to bar-
gaining, and management’s willingness to share information freely with the union. The findings
also indicate that a cooperative labor-management relationship contributed to higher productivity
and improved customer service. In addition, organizational commitment was found to have a pos-
itive effect on branch-level productivity and customer service, and union loyalty was associated
with lower absenteeism.
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LABOR-MANAGEMENT COOPERATION: ANTECEDENTS
AND IMPACT ON ORGANIZATIONAL PERFORMANCE

STEPHEN J. DEERY and RODERICK D. IVERSON*

This study examines the antecedents and outcomes of labor-management
cooperation. Data were drawn from 305 branches of a large unionized Austra-
lian-based multinational banking organization. The authors find that percep-
tions of a cooperative labor relations climate were positively influenced by
procedural justice, the union’s willingness to adopt an integrative approach to
bargaining, and management’s willingness to share information freely with the
union. The findings also indicate that a cooperative labor-management rela-
tionship contributed to higher productivity and improved customer service. In
addition, organizational commitment was found to have a positive effect on
branch-level productivity and customer service, and union loyalty was associated

with lower absenteeism.

I n response to heightened levels of com-
petition, many firms have been forced to
restructure work practices and revise their
labor-management relations. There has
been a sustained effort to enhance work
performance, develop more flexible em-
ployment arrangements, and reduce labor
costs. In unionized environments this has
been accompanied by a shift away from
traditional forms of arms-length collective
bargaining and the adoption of policies
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that have involved attempts either to elimi-
nate the union or to make it a partner
(Guest and Peccei 2001; Wever 1995). Al-
though some companies have openly sought
to challenge the bargaining role of unions
and unilaterally introduce changed work
practices, others have sought to move to-
ward “mutual gains bargaining” and in-
volve labor in areas of joint decision-mak-
ing (Friedman 1994; Rubinstein 2000).
There has been widespread experimen-
tation with programs of labor-management
cooperation not only in the United States
but also elsewhere in the industrialized
world (Guest and Peccei 2001; Kochan,
Katz, and McKersie 1986; Wright 1995).
Quality of work life programs, gain-sharing

A data appendix with additional results, and cop-
ies of the computer programs used to generate the
results presented in the paper, are available from the
second author at Faculty of Business Administration,
Simon Fraser University, 8888 University Drive,
Burnaby, BC, Canada, V5A 156; riverson@sfu.ca.
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plans, and union-management committees
have become an established feature of la-
bor relations in many organizations
(Cutcher-Gershenfeld 1991; Rubinstein,
Bennett, and Kochan 1993; Rubinstein
2000). The introduction of such arrange-
ments has normally been accompanied by
an expectation thatlabor-management col-
laboration would yield improved organiza-
tional performance.

A number of studies have examined the
effect of labor-management cooperation
on organizational performance (Katz,
Kochan, and Gobeille 1983; Shuster 1983;
Katz, Kochan, and Weber 1985; Norsworthy
and Zabala 1985). However, all of these
studies have examined the manufacturing
sector, and principally the automotive in-
dustry. An assessment of the impact of the
union-managementrelationship on perfor-
mance outcomes in other organizational
settings is therefore warranted. Particu-
larly in need of such an examination is the
service sector, where the employee rela-
tions climate is considered to be critical to
the delivery of a high-quality service
(Heskett, Sasser, and Schlesinger 1997).
The purpose of this paper is, first, to iden-
tify the factors that shape a cooperative
labor relations climate within an organiza-
tion; second, to analyze how that climate
affects employee commitment to the union
and to the company; and third, to examine
the impact of that labor relations climate
on organizational performance.

Labor-Management Cooperation

Itcan be expected that managementand
labor will seek to enter into a cooperative
relationship when they both perceive that
their relative utilities would be maximized
through this form of behavior (Aoki 1990).
Should one or the other of the parties
conclude that the net benefits of using
their relative power outweigh those derived
from collaboration, the formation of a co-
operative labor-management relationship
will be less probable. This suggests that the
parties will choose to cooperate when the
gains are greater than the costs, and the net
benefits at least match those achievable

through more traditional or adversarial
relationships (Cooke 1990).

What are the possible benefits and costs
of cooperation to the parties? The main
potential benefits from management’s per-
spective lie in improvements in productiv-
ity and service quality. Through labor-
management cooperation, itis possible that
production systems can be made more effi-
cient, unnecessary overheads eliminated,
and greater efforts made to minimize waste
and enhance the use of capital equipment
(Kelley and Harrison 1992; Peterson and
Tracy 1992). Moreover, cooperative rela-
tionships may increase employee commit-
ment to the organization and stimulate
new ways of raising customer satisfaction,
thereby enhancing loyalty and customer
retention (Hallowell 1996). Furthermore,
a cooperative labor relations climate may
lead to lower absenteeism and employee
turnover (Harrison and Martocchio 1998).
There are also potential costs to manage-
ment from cooperative arrangements with
labor. These may include a perceived loss
of authority, power, and status for manag-
ersand supervisors, inappropriate compro-
mises necessary to maintain consensus, and
unproductive time spentin meetings (Siegel
and Weinberg 1982; Jacoby 1983; Cooke
1990).

The potential benefits to workers and
their union representatives could take the
form of enhanced financial benefits and a
higher quality of work life (Cooke 1990;
Kelley and Harrison 1992). Labor-manage-
ment cooperation could also help to pre-
vent or ease employment cuts, effort in-
creases, and wage reductions (Jacoby 1983).
Furthermore, unions could secure greater
constituent commitment if members be-
lieve that the benefits could not have been
achieved by means other than union-man-
agement cooperation (Barling, Fullagar,
and Kelloway 1992). However, coopera-
tion with management can also present
employees and their representatives with
potential costs. Itis possible that the union
could be co-opted by management, thereby
weakening its traditional bargaining role
and dissipating membership loyalty. In
addition, cooperative programs with em-
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Figure 1. Causal Model of Organizational Performance.
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ployees may be used to undermine the
union or to weaken grievance procedures
and hence the authority of the union to
resolve grievances (Kochan, Katz, and
Mower 1984; Hammer and Stern 1986;
Cooke 1990).

Explanatory Model

Given the above considerations, we pre-
dict that certain attitudes and practices will
contribute to a more cooperative labor re-
lations climate. Furthermore, we hypoth-
esize that a number of positive organiza-
tional outcomes will result from the forma-
tion of such a climate. These relationships
are set out in diagrammatic form in Figure
1. The variables are defined in Table 1.

We hypothesize that three groups of vari-
ables affect the quality of the labor rela-
tions climate. These pertain, first, to the
attitudes and behavior of management to-
ward the union and the employees; second,
to the role and approach of the union as a
collective bargaining agent; and third, to
the beliefs and actions of the employees as

Q)

Absenteeism

Y

N Union
(+) Loyalty

organizational participants. Specifically,
we expect that the labor relations climate
will be more cooperative where manage-
ment freely shares information with the union
and helps to facilitate union business. This
prediction is consistent with the literature.
Cooperative labor-management relations
have been associated with “particular mana-
gerial attitudes” toward industrial relations
practices (Voos 1989). These include a
willingness to communicate openly and
fairly with the union, an acceptance of the
need to seek union input into organiza-
tional decisions, and a reluctance to use
human resource practices to weaken em-
ployees’ allegiance to the union.

We also predict that the labor relations
climate will be more cooperative where
management has open communications with
its employees and shows a willingness to
share information with them and invite
their comments and views on issues of con-
cern (Peterson and Tracy 1992; Voos, Eaton,
and Belman 1993). If managementisviewed
as opportunistic, that will diminish the com-
mitment of employees and their represen-
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Table 1. Variable Definitions.

Variable

Definition

Organizational Performance

Absenteeism

Quality of Service

Productivity

Intervening Variables
Union Loyalty

Organizational Commitment

Cooperative Labor Relations Climate

Management-Related Variables

Shares Information with Union
Facilitates Union Business
Open Communications

Procedural Justice

Union-Related Variables
Integrative Bargaining Approach

Responsive to Members

Union Instrumentality (Intrinsic)

Union Instrumentality (Extrinsic)

Individual-Related Variables

Belief in Cooperation
Ensure Good Relationship

Control Variables
Female
Full-Time
Branch Transfers
Branch Size
Training

Manager Member

The non-attendance of employees for scheduled work (Chadwick-
Jones, Nicholson, and Brown 1982)

Overall caliber of service provided

Extent of labor efficiency (for example, monthly workload /
available hours)

Degree of pride in union (Gordon et al. 1980)

Degree of loyalty to the organization (Porter, Steers, Mowday, and
Boulian 1974)

Degree to which parties have respect for each other’s goals and
settle problems jointly (based on Dastmalchian, Blyton, and
Adamson 1989)

Extent to which information is exchanged between management
and the union (Dastmalchian, Blyton, and Adamson 1989)

Degree to which management makes it easy for the union to
conduct business (Angle and Perry 1986)

Extent to which management shares information with employees
(Dastmalchian, Blyton, and Adamson 1989)

Fairness of procedures designed to determine the outcomes an
employee receives (Moorman 1991)

Extent to which the union plays a constructive negotiating role

Degree to which the union representative in the branch is
responsive to the needs and concerns of members (Sverke and
Sjoberg 1992)

Degree to which individuals believe that the union has been
influential in achieving improvements in intrinsic aspects of work
(for example, in making the work interesting)

Degree to which individuals believe that the union has been
influential in achieving improvements in extrinsic aspects of work
(for example, in improving wages and working conditions)

Extent to which the individual believes that the union and
management should work closely together

Degree to which the individual accepts responsibility for ensuring
that the union-management relationship is good

Proportion of women employed at the branch
Proportion of full-time employees at the branch
Extent of movement of employees between branches
Number of equivalent full-time staff at the branch
Number of days of formal in-house training

Manager is a union member
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tatives to collaboration (Voos 1989). We
also expect that procedural justice will be
associated positively with a cooperative
labor-management relationship. Where
employees perceive that the processes
for determining outcomes are fair and
that management is willing to accept its
obligations under the collective bargain-
ing arrangements, a relatively coopera-
tive labor relations climate will be more
likely (Ichniowski 1986; Fryxell and Gor-
don 1989).

Labor-management cooperation will also
be shaped by the behavior of the union. A
cooperative motivational orientation has
been identified as crucial to the process of
integrative bargaining (Walton and
McKersie 1965). We therefore expect that
the labor relations climate will be more
cooperative where the union adoptsa prob-
lem-solving or integrative approach to bar-
gaining that emphasizes the common or
complementary interests of the parties.
However, there is also research indicating
that unions must be seen to be responsive
to the needs of their members and must be
viewed as effective in obtaining the benefits
of cooperation (Hammer and Stern 1986;
Cooke 1989; Newton and Shore 1992). Not
infrequently, the failure of cooperative ar-
rangements has been associated with a be-
lief among rank-and-file members that the
union has been co-opted by management
andisincapable of effectively pursuing their
interests (Jacoby 1983; Peterson 1993). The
successful development and survival of col-
laborative programs requires that the par-
ties are able to juxtapose cooperation and
collective bargaining (Cooke 1990). Should
collective bargaining be undermined by
cooperation, it is likely that the union will
retreat from the process (Hammer and
Stern 1986). We therefore hypothesize
that a cooperative labor relations climate
will be associated with positive perceptions
about the responsiveness of the union to its
members and its effectiveness in achieving
valued goals for its members, such as im-
provementsin the work environment (union
instrumentality—inirinsic) and in wages and
working conditions (union instrumentality—
extrinsic) .

A cooperative labor-management rela-
tionship requires the support and commit-
ment of individual employees as well as
management and the union (Walton et al.
1994). A willingness by individuals to sup-
port joint problem-solving and to contrib-
ute to the process of labor-management
cooperation is important (Peterson and
Tracy 1992). Consequently, we expect that
the labor relations climate will be more
cooperative where employees believe that
unions and management should work to-
gether (beliefin cooperation) and where they
feel they have a responsibility to ensure
that the relationship is constructive and
effective (ensure good relationship).!

'The model’s six control variables are proportion
of female employees, proportion of full-time staff,
branch transfers, branch size, training, and manag-
ers’ union membership. We expect that those
branches with a greater proportion of female employ-
ees will tend to have a more collaborative labor rela-
tions environment. Union-management cooperation
is more successful where there is a higher level of
commitment and mutual trust between the parties
(Cooke 1989), and women are more likely than men
to express support for their union (Gordon et al.
1980) and to be committed to their employing orga-
nization (Mathieu and Zajac 1990). Branches with
higher proportions of full-time staff could be ex-
pected to have a less cooperative labor relations cli-
mate. Full-time employees tend to be less organiza-
tionally committed and to have less positive work
attitudes than part-time workers (Tansky, Gallagher,
and Wetzel 1997). The concept of “partial inclusion”
suggests that individuals (such as part-time workers)
who have more limited contact with their organiza-
tion will be more cooperative and supportive of the
organization’s policies and practices than individuals
who are more exposed to the organization’s social
systems (such as full-time workers) (Eberhardt and
Shani 1984). Branch transfers could be expected to
have a negative association with cooperative labor
relations. Branches with larger proportions of trans-
ferees likely will have greater work force instability,
less well-structured relationships, and less familiarity
with labor relations processes, and hence greater
potential for conflict. Research suggests that bank
branch size will be associated positively with more
cooperative labor relations. Voos (1985) found that
medium-size to large bargaining units had a higher
probability of having good labor-management rela-
tions than small bargaining units. The receipt of
greater formal (raining was expected to be associated
with greater organizational commitment and union
loyalty and perceptions of better labor-management
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In the model we also hypothesize that a
cooperative labor relations climate will be
associated with greater organizational com-
mitment and wunion loyally. Gordon and
Ladd (1990:62) suggested that workers who
view the union-management relationship
as positive will be more likely to engage in
“irrevocable and volitional acts supportive
of both union and management.” This is
consistent with studies that have reported
increased levels of organizational commit-
ment and union loyalty in circumstances
where the industrial relations climate has
been seen as harmonious (Angle and Perry
1986; Sherer and Morishima 1989). In a
climate of industrial disharmony, however,
it is possible that both parties could suffer
a loss of attachment. As Meyer and Allen
(1997:100) noted, “Frequent and/or seri-
ous conflicts will reduce the level of affec-
tive commitment to both entities, perhaps
to the point that the person will want to
leave one or both.” On the other hand,
where a union is seen as delivering benefits
toits members through cooperation, it can
expect to be rewarded through greater loy-
alty (Dyer, Lipsky, and Kochan 1977).
Moreover, where a firm’s labor relations
practices—including its relationship with
the union—are viewed as fair, and moti-
vated by a concern for employee interests,
one might expect to find a higher level of
organizational commitment (Koys 1988).?

relations. In Australia, unions have had a positive
effect on the supply of formal employer-provided
training, particularly where they have been active in
the workplace (Kennedy, Drago, Sloan, and Wooden
1994). This has been particularly evident in the
finance sector, where training has been a major item
in union-management negotiations. Finally, in those
branches where managers were union members we would
expect to find a better labor relations climate. These
managers could be expected to find more collabora-
tive union-management solutions to work-related
problems and actively seek to resolve any union-
management differences that may arise.

It is plausible that the ordering of this hypoth-
esized relationship could be reversed and that higher
levels of organizational commitment and union loy-
alty could be associated with perceptions of a more
cooperative labor relations climate. In this sense, a
greater commitment to both parties could resultin a
more positive assessment of the relationship between
them.

Finally, in terms of organizational out-
comes we hypothesize that organizational
commitment and union loyalty will be re-
lated positively to productivity and quality of
customer service and negatively to absentee-
ism. Although the empirical support for a
positive association between organizational
commitment and organizational perfor-
mance is only modest (Benkoff 1997), the
services marketing literature indicates that
organizational commitment should lead to
higher-quality customer service (Heskettet
al. 1997; Schneider and Bowen 1985, 1995).
The research suggests that organizational
commitment is also associated with lower
absenteeism (Steers and Rhodes 1978).
Employees who identify more strongly with
their organization’s goals and values tend
to have better work attendance (Meyer and
Allen 1997).

There islittle theory to guide our predic-
tions about the outcomes of union loyalty.
However, in the context of the existing
cooperative arrangements in the company
that emphasize information-sharing and
joint problem-solving and involve the par-
ticipation of union membersin those jointly
sponsored endeavors (see below), we hy-
pothesize that union loyalty will be associ-
ated with higher productivityand enhanced
customer service. We also expect thatunion
loyalty will lead to lower absenteeism
(Klandermans 1989). Unions can encour-
age more productive behavior by promot-
ing an environment of “positive peer pres-
sure” at the workplace (Delaney 1996). In
addition, the “collective voice” function of
the union can improve communications
and morale within the organization (Free-
man and Medoff 1984; Mefford 1986).
Thus, in the context of a cooperative labor-
managementrelationship, internalized feel-
ings of obligation to the union may be
associated with more functional organiza-
tional behavior that may include lower ab-
senteeism (Rubinstein 2000).

Methods
Research Setting

The setting for this research is an Austra-
lian-based international banking organiza-
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tion that owns businesses in Europe, North
America, and Australasia. Itisheavily union-
ized in Australia, where over two-thirds of
the non-managerial work force are mem-
bers of the Finance Sector Union (FSU).
The company is also highly innovative in its
human resource policies. In particular, it
has strongly emphasized information-shar-
ing, employee participation, and the use of
regular employee surveys and feedback. It
has also encouraged stock ownership. The
bank has a collaborative and well-estab-
lished working arrangement with the FSU.
It provides considerable information to the
union about its forward plans on a regular
and systematic basis. Moreover, it has not
sought to restrict the union’s membership
activities. The FSU, for example, has access
to the bank’s fax machines in every branch
in Australia. This has assisted the union
with communication to itsmembership and
lay officials. Over the past five years the
union has been successful in its collective
bargaining activities and has achieved wage
increases above the industry average at its
last two bargaining rounds. Moreover,
unlike at most other major banks in the
country, these wage increases have been
achieved without any industrial action.

Attitudes and Organizational
(Branch) Level Performance

In our examination of the relationship
between employee attitudes and perfor-
mance, it should be emphasized that the
unitof analysisis the organizational branch
office rather than the individual. There are
several reasons for this. First, the perfor-
mance measures (productivity and quality
of service) in our study have been collected
at the branch level and are consistent with
commonly used indicators in the industry
(Ryan, Schmit, and Johnson 1996). Sec-
ond, organizational performance cannot
be considered as merely the sum of indi-
vidual performances (Guzzo and Shea
1992). It may be influenced by exogenous
factors, such as cooperation between em-
ployees, that may not be apparent in indi-
vidual performance measures (Ryan et al.
1996). Finally, there is theoretical support

for aggregating individual attitudes and
linking them with organizational perfor-
mance. Research indicates that employees
within organizational units tend to share
similar attitudes due to their common ex-
periences (James, Joyce, and Slocum 1988)
and that these attitudes become increas-
ingly homogeneous over time (George and
James 1993). Moreover, the branches in
this study are geographically isolated from
one another and are treated as indepen-
dent entities by the bank (Klein, Tosi, and
Cannella 1999).

Data Collection

In the first stage of the project (Time 1:
February 1995), a multiple-item survey was
administered during working hours to a
random sample of 5,978 employees from
the various branches of the bank in Austra-
lia. The survey was endorsed by both man-
agement and the FSU. Surveys were coded
with identification numbers so that the re-
searchers could measure employees’ atti-
tudes over time and match surveyresponses
to branch performance data. The survey
instructions stressed that participation in
the study was voluntary and confidential.
By the closing date, 3,654 questionnaires
had beenreturned, representing aresponse
rate of 61%. The sample consisted of 2,363
union membersand 1,217 non-union mem-
bers (the numbers do not sum perfectly
due to missing data).

In the second stage (Time 2: February
1996), 2,388 employees out of 3,100 re-
sponded (480 employees had left the branch
network during the year). The response
rate was 77%; 1,631 of the respondents
were union members (411 of whom were
managerial union members) and 638 were
non-union members. No differences in
response rates between Time 1 and Time 2
were observed for union and non-union

members (2 (1) =.041, p>.05).* The study

*Additional analyses were undertaken to investi-
gate the possibility of “survivor bias” between Time 1
and Time 2. Of the original sample of 2,363 union
membersin Time 1, 1,750 were non-managerial union
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focused on union members because of the
specific attitudinal information sought on
issues such as union loyalty, union instru-
mentality, and the bargaining approach
adopted by the union. It is important to
note also that the percentage of our final
sample who were union members was not
significantly different from the unionized
percentage of the bank’s work force (y? (1)
=2.233,p>.05).

In the third stage (Time 3), the branch
effectiveness data (on productivity, quality
of service, and absenteeism) were obtained
from company records for a period of six
months following the second survey. It
should be noted that the exogenous vari-
ables (the management, union, and indi-
vidual-related variables) were measured at
Time 1. The intervening variables of coop-
erative labor relations climate, organiza-
tional commitment, and union loyalty were
measured one year later (Time 2), while
the branch performance data were mea-
sured in the following six months (Time
3).*

members. Based on the criteria of having at least two
respondents and 30% of non-managerial union mem-
bers per branch, and incorporating respondent drop-
out (including turnover), our final sample in Time 2
comprised 990 respondents. The independent
samples i-test (two-tailed) comparison between these
two groups (760 non-repeat respondents and 990
repeat respondents) on our variables revealed no
statistically significant differences [shares informa-
tion with union: t(1748) = .21, p > .83; facilitates
union business: t(1748) = .01, p >.99; open commu-
nications: t(1748) =-.45, p > .66; procedural justice:
t(1748) = 1.62, p > .11; integrative bargaining ap-
proach: t(1748) =-1.61, p > .11; responsive to mem-
ber: t(1748) = .83, p > .41; union instrumentality
(intrinsic): t(1748) =1.32, p >.19; union instrumen-
tality (extrinsic): t(1748) =-.303, p >.76; beliefin co-
operation: t(1748) =-.86, p > .39; and ensure good
relationship: t(1748) =-1.17, p >.24.] These results
give us confidence that the findings in our study were
not a function of sample mortality.

*Although we were not able to directly determine
the impact of attrition (between Time 1 and Time 2)
on branch productivity, we were able to examine the
mean values for employee performance (ranging from
5 for outstanding to 1 for unsatisfactory) supplied by
the bank. We applied the approach asrecommended
by Murphy and Myors (1998). The critical I (o0 = .05)
for the minimum effect null hypothesis (that is,

We used a longitudinal design to collect
our data at three points in time because we
believed that this would allow us to make
stronger causal inferences (see Finkel
1995). The temporal sequencing of the
data collection was based on two factors.
The firstrelated to the requirements of the
firm. The organization was willing to pro-
vide us with access to the employees only
once ayear for administration of the attitu-
dinal survey, because of the disruption it
caused to the bank’s work schedules (the
questionnaire took approximately 40 min-
utes to answer). We also believed thata 12-
month period (between Time 1 and Time
2) would allow us to capture the impact of
our antecedent variables on our three in-
tervening variables, labor relations climate,
organizational commitment, and union
loyalty. Further, the 12-month period en-
sured that seasonal differences were stable
(Hagenaars 1990). The second reason for
choosing the particular time intervals for
the collection of the data was that an 18-
month period (Time 3) was viewed as a
sufficient span of time to establish the ef-
fect of employee attitudes on performance
outcomes (Katz and Keefe 1992). We also
chose to use a longitudinal design—as op-
posed to a cross-sectional analysis—because
it avoided the problem of method bias in
relation to the collection of the attitudinal
data (Menard 1991).

Sample

The sample consisted of 305 bank
branches, comprising 990 unionized em-
ployees (69% female and 74% full-time).
The average age, tenure, and education of
employees were 31.11 years (S.D. = 4.92),
8.59 years (S.D. = 3.33), and 10.82 years
(S.D. = 1.73), respectively. Each branch
had multiple respondents. The final sample
consisted of bank branches with atleast two

that survivor bias accounts for no more than 5% of
variance in employee performance) was 122.399. As
this exceeded the traditional critical F of 5.741, we
can be at least 95% confident that the difference in
employee performance was negligible.
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Table 2. Descriptive Statistics and Correlations Among Variables.

No. of

Determinants Items Means S.D 1 2 3 4 5 6 7
1. Absenteeism 1 40.80  29.41 —
2. Quality of Service 1 8934 11.84 -173 —
3. Productivity 1 96.17 8.65 -.208 110 —
4. Union Loyalty 3 3.31 0.47 -.112 -.015 .072 .875
5. Organizational Commitment 9 3.36 0.38 -.016 174 110 .093 .920
6. Cooperative Labor Relations Climate 6 3.30 0.32 .042 .050 .086 .300 367 901
7. Shares Information with Union 4 3.20 0.28 -.073 137 123 192 301 .340 .664
8. Facilitates Union Business 2 3.37 0.40 -.018 150 135 124 237 .207 .383
9. Open Communications 1 3.50 0.69 027 .028 100 —-.035 244 172 377
10. Procedural Justice 4 2.69 0.51 -.098 061 151 .078 415 316 .398
11. Integrative Bargaining Approach 2 3.40 0.40 -.083 -.039 .042 411 .040 .298 .235
12. Responsive to Members 2 291 0.59 -.162 .049 030 .260 150 141 177
13. Union Instrumentality (Intrinsic) 3 2.63 0.40 -.184 -.078 118 .364 107 201 237
14. Union Instrumentality (Extrinsic) 3 3.43 0.37 -.104 —.048 .058 478 070 274 .264
15 Belief in Cooperation 3 3.54 0.45 016 017 078 184 123 218 277
16.Ensure Good Relationship 1 3.35 0.51 -.023 -.062 -.009 .280 .066 225 312
17. Female 1 0.69 0.28 -.029 .000 215 .238 .110 .203 .093
18. Full-Time 1 0.74 0.26 .082 -079 -290 -219 -206 -210 -.072
19. Branch Transfer 1 0.29 0.29 .084 -.006 -.132 -105 -.023 -.101 .041
20. Branch Size 1 3.24 1.51  -.194 -.154 -354 -194 -.035 017 -.099
21. Training 1 8.66 9.27 .049 .061 .088 .049 117 -.030 .088
22. Manager Member 1 0.44 0.33 -.116 043 -.003 .070 119 .075 132

Notes: N =305; reliabilities are reported along the diagonal. Correlations above [.094] are significant at p <.05, one-tailed

test.

respondents. Furthermore, we stipulated
that those respondents had to represent at
least 30% of the non-managerial union
members of that branch. There were an
average 3.24 (S.D. = 1.51) union members
per branch.

Measurement

A 5-point Likert-type scale format (b =
Strongly Agree; 1 = Strongly Disagree) was
used to measure employee perceptions of
eachitem, exceptwhere noted. Established
scales were used in addition to those that
we formulated. The reliability of the mul-
tiple measures was computed by estimating
Cronbach’s Alpha (Cronbach 1951). As
indicated in Table 2, all of the scales showed
acceptable reliability (see diagonal)
(Cortina 1993). The descriptive statistics
and correlations among measures are con-
tained in Table 2.

Time 1
Management-related variables. Shares infor-
mation with union was measured by four

items from Dastmalchian et al.’s (1989)
openness scale, including “The parties ex-
change information freely in this organiza-
tion” and “Management often seeks input
from the [union] before initiating changes.”
Facilitates union businessused two items from
Angle and Perry’s (1986) dual commitment
scale (one of which, for example, was “The
[company] makes it easy to conduct union
business”). Open communications was
operationalized by one item, “Management
at my workplace has an ‘open door’ policy,
sharing information with staff and inviting
commentsand suggestions” (Dastmalchian
etal. 1989), while procedural justicewas mea-
sured by a shortened (4-item) version of
the scale by Moorman (1991), including
items such as “[The organization] has pro-
cedures to ensure that decisions affecting
staff are made with consistency.”
Union-related variables. Integrative bargain-
ing approach was measured by two items
developed by the researchers, including
“The [union] has played a constructive role
in negotiating and managing changes in-
troduced under enterprise bargaining.”
The variable responsive to members used a
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Table 2 (cont’d)

8 9 10 11 12 13 14 15 16 17 18 19 20 21 22
.649
.300 —
2561 .392 911
174 .066 .110 .633
213 .099 .166 317 .952
127 .057 .285 464 .347 .861
222 -.042 192 .643 317 512 .664
140 183 .070 228 .235 .149 301 .804
151 081 141 272 .295 .299 .357 .116 —
162 .055 162 192 .076 181 .196 .098 179 —
-.081 -.071 -206 -.126 -.104 -.203 -.096 -.076 -.108 -.388 —
-.013 -.079 .027 -.088 .008 -112 -119 -.097 072 -151 .219 —
-.139 -.030 -.131 -.020 -212 -258 -08, -.044 -.079 -.201 .208 .063 —
022 107 057  -.079 042 -.035 -.014 .001 .092 074 -.102 019 -213 —
274 216 .146 .093 .210 .023 .082 130 .041 011 .085 098  -.254 .089 —

two-item scale derived from Sverke and
Sjoberg (1994); one of the items was “The
union representatives at my workplace pay
attention to demands put forward by mem-
bers.” The measures of union instrumental-
ity were expanded from Deery, Erwin, and
Iverson (1999) and focused on the influ-
ence of the union in improving the intrin-
sic aspects of the job (for example, “The
union has helped to make my job interest-
ing”) and the extrinsic aspects (for example,
“The union protects employees from un-
fair dismissals” and “The union improved
my working conditions”).
Individual-related variables. Belief in coop-
eration was measured by three items devel-
oped by the researchers, including “It is
important for unions and management to
work together” and “Unions should not
work too closely with management” (R).
The variable ensure good relationship was
operationalized by one item, “It is every
employee’s duty to ensure that the rela-
tionship between the [union] and manage-
ment is good” (Angle and Perry 1986).
Control variables. The control variables
consist of female (measured as the percent-
age of women, with 1 = female and 0 =
male), full-time (measured as the propor-
tion of full-time employees, with 1 = full-
time and 0 = part-time or casual), branch
transfer (assessed as the proportion of re-
spondents who had changed branches be-
tween the two surveys, with 1 =yes and 0 =

no), branch size (estimated by the logarithm
of full-time equivalentstaffateach branch),
training (focusing on the number of days of
training, and measured by the item, “How
many days, on average, of formal in-house
training (that is, classroom/computer
based) have youhad at the bank, peryear?”),
and manager member (measured by one item,
“Isyour superior (thatis, manager) aunion
member?” with 1 = union member and 0 =
non-union member).

Time 2

Intervening variables. The first interven-
ing variable, cooperative labor relations cli-
mate, was measured by the 10-item harmony
component from Dastmalchian et al.’s
(1989) industrial relations climate scale.
Items included “A sense of fairness is asso-
ciated with union-management dealings in
this place” and “The [union] and manage-
ment work together to make this a better
place in which to work.” Organizational
commitment was operationalized by the 9-
item short form of Porter et al. (1974),
while wunion loyalty was assessed by three
items from Gordon etal. (1980), including
“I feel a sense of pride in the [union].”

Time 3
Organizational performance. Three per-
formance measures were collected from
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organizational records for each branch.
Productivity was defined as the ratio of
labor input to output (measured by the
electronic recording of standard tasks
with given time values). The productivity
measure was based on the volume of trans-
actions and the available time to com-
plete them. The bank captured the 1,700
possible events (transaction codes) that
occurred in the business. These repre-
sented 1,000 defined tasks that were re-
lated to 80 core banking processes such
as lending (business loans, personal
loans). A time was assigned to each of
the 1,000 tasks. The time allocation to
tasks was calculated in one of two ways:
observation with a stop-watch, or
MODAPS (Modular Application of Pre-
determined Time Standards), which de-
veloped standard times for basic admin-
istration events. The two processes were
merged to calculate a total time for each
task. The productivity measure was cal-
culated by dividing the total available
hours (measured by the number of em-
ployees multiplied by the number of
hours worked) by work load (measured
by the number of tasks multiplied by the
total time required to complete the tasks).
Quality of service was measured on a
100-point check-list relating to customer
service. A mystery shopper survey was
conducted at each branch by a market
research firm. Surveyors entered the
branch, conducted transactions, and
scored the branch on all aspects of their
experience. This included branch
tidiness, ready availability of deposit/
withdrawal slips, the greeting they re-
ceived from the staff member, whether
issues were appropriately referred to
other members of the branch team, and
the level of product knowledge of the
staff member who served them. Allitems
were scored on a five-point scale (5 =
outcome fully met; 1 = outcome not met
atall) and given an equal weighting. The
scores were then converted into an index
(out of 100) for each branch.
Absenteeism was assessed by the average
number of hours absent per month per
full-time employee at each branch.

Analysis

Confirmatory factor analyses (CFA) with
Linear Structural Relations (LISREL)
(Joreskog and Sorbom 1996a) were con-
ducted to assess the structure of all mul-
tiple-item variables.The convergent valid-
ity (the degree of association between mea-
sures of a construct) of the model was sup-
ported, aswas the discriminantvalidity (the
degree to which measures of constructs are
distinct). Anderson and Gerbing (1988)
recommended a nested approach. Essen-
tially this involves specifying a null model
(amodel with each of the items made inde-
pendent), which provides a baseline. The
second model hypothesizes that only one
general factor (unidimensionality) under-
lies the items. Finally, these models are
compared to the theoretical or substantive
model of interest. The hypothesized eleven-
factor model—the factors being union loy-
alty, organizational commitment, coopera-
tive industrial relations climate, shares in-
formation with union, facilitates union
business, procedural justice, integrative
bargaining approach, responsive to mem-
ber, union instrumentality (intrinsic and
extrinsic), and belief in cooperation (see
procedures as suggested by Bagozzi and Yi
1988)—was found to fit the data signifi-
cantly better than both the null model (Ay?
(96) = 20398.02, p < .001) and the one
factor model (Ax? (55) = 12306.91, p <
.001). The parameter estimates (factor
loadings) were all statistically significant (p
< .05) and ranged from .55 to .89.

Discriminant validity was tested by calcu-
lating the difference between one model
that allowed the correlations between the
constructs to be constrained to unity (that
is, perfectly correlated) and another model
that allowed the correlations between the
constructs to be free. This was carried out
for one pair of constructs (with multiple
items) at a time. The variables for intrinsic
and extrinsic union instrumentality, for
example, exhibited discriminantvalidity () >
(1) =359.06, p<.001). Discriminant valid-
ity of the eleven-factor model was also af-
firmed by the factor correlations ranging
from .10 to .68, which were not within two
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standard deviations of unity (Bagozzi and
Yi 1988). The measurement model had a
goodness-of-fit (GFI) of .905, a normed
comparative fit index (CFI)—which avoids
the underestimation of fit (Bentler 1990)—
of .912, and a root-mean-square error of
approximation (RMSEA) of .055 (Browne
and Cudeck 1993). As the indices indi-
cated an accepted fit of the measurement
model, it was appropriate to estimate the
structural model. However, before pro-
ceeding to the structural model, we first
assessed the appropriateness of aggregat-
ing the data to the branch level.

Following the proceduresrecommended
by James, Demaree, and Wolf (1984, 1993)
and Kozlowski and Hattrup (1992), we cal-
culated within-group interrater reliability
(rwg). The range in rwgvalues (single and
multiple items) from .762 to .942, with an
average of .857, provided adequate support
for aggregation (James et al. 1984, 1993;
Kozlowski and Hattrup 1992). In addition,
for data aggregation we rely on rwg in pref-
erence to intraclass correlations (ICCs),
recognizing that it is “a fallacy [to inter-
pret] agreement estimates based on aggre-
gates (means) as applying to agreement
among individuals” (James, Mulaik, and
Brett 1982:228).

Due to the problems associated with the
non-normal sample distributions of the
three performance measures (which suffer
from skewing and truncation), we first
employed the program of PRELIS (Joreskog
and Sérbom 1996b) to “censor” the vari-
ables. The PRELIS correlation matrix was
then used as the input to LISREL. This
technique is suitable because LISREL pro-
duces both a statistical measure of good-
ness-of-fit—namely, the explained variance
(R-square) of the model—and coefficients
that can be interpreted as standardized
regression coefficients. Finally, a path analy-
sis (decomposed into direct, indirect, and
total effects) was undertaken (Alwin and
Hauser 1975). The results of the structural
model are presented in the following sec-
tion.’

®We undertook additional analyses that involved
lagging the variables of cooperative labor relations

Results

In this section we examine both the bi-
variate and multivariate results. A current
issue in structural equation modeling is the
effect of statistical power (Saris and Satorra
1993). Statistical power refers to the prob-
ability of rejecting a false null hypothesis
(Type II (B) error). Meaningful effects
may be negated when statistical power is
low. Employing the SAS program by
MacCallum, Browne, and Sugawara (1996),
we calculated the statistical power of our
model. This entailed inputting the null
and alternative values of the RMSEA (g
and ¢ ) (see Browne and Cudeck 1993 for
discussion of € and € ), the alevel, degrees
of freedom, and sample size. The estimate
of power obtained exceeded Cohen’s
(1988) criterion of .80 (that s, at least 80%
probability), indicating the model had suf-
ficient power to detect meaningful param-
eter estimates.

Correlation Analysis

The correlation matrix is presented in
Table 2. In line with our expectations, it
can be seen that perceptions of a coopera-
tive labor relations climate were positively
associated with the willingness of manage-
ment to share information with the union
(r=.340), to facilitate union business (r =
.207), and to communicate openly with
employees (r=.172). Furthermore, a posi-
tive association existed with procedural jus-
tice (r=.316).

Anumber of union-related variables also
displayed a statistically significant and posi-

climate, organizational commitment, and union loy-
alty at Time 1 when they were the intervening vari-
ables at Time 2 (Kessler and Greenberg 1981). Con-
trolling on these lagged variables allows us to assess
the degree to which the determinants in the model
produce change in these three variables from Time 1
to Time 2. Our main objective was to examine the
determinants of cooperative labor relations climate,
organizational commitment, and union loyalty rather
than to investigate what produced changes in these
intervening variables from Time 1 to Time 2. Never-
theless, it should be noted that we observed a pattern
of statistically significantvariables similar to that found
in the non-lagged models.
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tive relationship with branch-level percep-
tions of union-management cooperation.
Employees viewed the labor relations cli-
mate as more cooperative where the union
was seen to adoptan integrative bargaining
approach (r=.298), where it was judged as
being responsive to the needs of its mem-
bers (r=.141), and where it was perceived
asinstrumental in delivering improvements
to its members in both intrinsic (r=.201)
and extrinsic (r = .274) aspects of work.
The two individual-related variables were
also positively correlated with perceptions
of a cooperative labor relations climate:
belief in cooperation (r =.218) and per-
ceived duty to ensure that the union-man-
agement relationship was good (r =.225).
Perceptions of a cooperative labor rela-
tions climate were positively related to or-
ganizational commitment (r = .367) and
union loyalty (r =.300). Furthermore, or-
ganizational commitment had a positive
association with both productivity (r=.110)
and quality of service (r =.174). Union
loyalty displayed a negative relationship
with absenteeism (r=-.112). In terms of
the other performance variables, produc-
tivity and service quality showed a positive
association (r=.110), while both variables
were negatively related with absenteeism (r
=-.208 and r=-.173, respectively).

Multivariate Analysis

Table 3 displays the LISREL VIII results
from the estimation of the hypothesized
causal model (%*(87) =455.855, p<.05; GFI
= .898; CFI = .744; RMSEA = .106) (sce
Figure 1).° Three variables, as predicted by
the model, were found to have statistically

It should be pointed out that the bank branch
performance data used in the model (productivity,
quality of service, and absenteeism) pertained to
both union and non-union employees. On the other
hand, the respondents in our study were union mem-
bers only. In order to address the issue of possible
contamination, we tested two additional models: first,
a full employee (union and non-union) respondent
model, and second, the same model augmented with
a dummy variable for union member. Both models
yielded the same relationships between the interven-
ing variables and the outcome variables as did our

significant net effects on cooperative labor
relations climate (see column 1 of Table 3).
These were the management-related vari-
ables shares information with union (B =.232)
and procedural justice (B = .206) and the
union-related variable integrative bargain-
ing approach (B =.205). These results indi-
cate that where employees believed that
the company freely shared information with
the union and sought its input in change
management, they viewed the labor rela-
tions climate as more cooperative. Simi-
larly, where the company was seen to have
in place processes and procedures to en-
sure fair decisions affecting staff, it was
more likely that the labor relations climate
was perceived as cooperative. The approach
taken by the union to its collective bargain-
ing role was also important. An integrative
bargaining approach was positively associ-
ated with perceptions of a cooperative la-
bor relations climate. The results indicate
that 33.6% of the variance in cooperative
labor relations climate was explained by
the variables in the model.”

It can also be seen from columns (3) and
(b) of Table 3 that both organizational
commitment (16.6% explained variance)
and union loyalty (12.6% explained vari-
ance) were statistically significantly higher
when employees perceived that the climate
between management and the union was
cooperative (B =.408 and B = .355, respec-
tively). Furthermore, organizational com-
mitment (columns 7 and 9) had a positive

hypothesized model. Cooperative labor relations
climate predicted organizational commitment, and
organizational commitment predicted higher pro-
ductivity and higher service quality. In the full em-
ployee respondent (union and non-union) model
including a dummy variable for union member, we
found that the union dummy (B =-.103, p <.05) was
associated with alower branch absenteeism rate. This
parallels our union loyalty finding in the hypoth-
esized model. As union employees constituted the
vast majority of all employees in the bank (around
65%), we felt that this limited the possibility of the
outcome measures being contaminated indicators of
union members’ performance. We thank the review-
ers for their assistance on this matter.

"The relationships between the control variables
and cooperative labor relations climate were consis-
tent with our expectations.
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effect on productivity ( = .160; 3.3% ex-
plained variance) and quality of service (B
= .181; 3.2% explained variance). Union
loyalty (column 11) had a negative effect
on absenteeism (B =-.108; 1.1% explained
variance).

Revised Causal Model

Table 3 also presents the LISREL VIII
results used to estimate the revised causal
model. The modification procedure used
to fit the LISREL model consisted of two
steps. First, all originally hypothesized paths
(see Figure 1) were retained, even if they
were not statistically significant after analy-
sis. Second, the hypothesized model was
expanded by estimating additional causal
paths that were indicated by the LISREL
VIII modification indices and considered
to be theoretically plausible. The good-
ness-of-fit index for the revised model ()2
(79) = 334.600, p < .05) compared to the
hypothesized model (%2(87) = 455.855, p <
.05) indicates a significant improvement in
the fit of the model (Ay? (8) =121.255, p <
.05), and suggests that the revised model
was better able to represent the relations in
the sample data (GFI = .922; CFI = .822;
RMSEA = .092).

Modifications made to the hypothesized
modelinvolved estimating seven additional
paths. In relation to organizational com-
mitment, it can be seen that the two vari-
ables facilitates union business (p=.122) and
procedural justice (B =.317) were statistically
significant (see column 4 of Table 3). In
addition, two variables, integrative bargain-
ing approach (B = .441) and ensure good rela-
tionship (P = .141), were related to union
loyalty (see column 6 of Table 3). Finally,
as indicated in column 8 of Table 3, two
additional variables, facilitates union busi-
ness (B=.125) and union instrumentality (in-
trinsic) (B=.150), had a positive impact on
productivity, while facilitates union business
(B=.181) also had a similar effect on qual-
ity of service (see column 10).

Path Analysis

Asimplified causal modelis presented in
Figure 2 (x* (56) = 302.271, p < .05; GFI =

925, CFI = .823, RMSEA = .091). This
model retains only those variables that have
a statistically significant relationship with
productivity, quality of service, and absen-
teeism (for a review of this strategy, see
Brooke and Price (1989) and Iverson
(1996)). Path analysis allows us to deter-
mine whether the overall total (direct and
indirect) effects are statistically significant,
as some variables in our model may only
have indirect effects on the outcomes
through cooperative labor relations climate,
organizational commitment, and union
loyalty. All paths except branch transfer
were statistically significant and in the hy-
pothesized direction. We conducted analy-
ses that decomposed the direct, indirect,
and total effects of the determinants on
productivity, quality of service, and absen-
teeism, respectively.® An examination of
the statistically significant total effects on
productivity indicated that the mostimpor-
tant variables were facilitates union business
(.146), union instrumentality (intrinsic)
(.139), and organizational commitment (.118).
Other significant factors were procedural
Justice (.042) and cooperative labor relations
climate (.031). For quality of service, the
two mostimportant factors in terms of total
effects were facilitates union business (.196)
and organizational commitment (.\126). Other
variables found to have a significant effect
on quality of service were procedural justice
(.045), cooperative labor relations climate
(.033), and shares information with union
(.010). Finally, two variables were identi-
fied as having a significant effect on absen-
teeism: wunion loyalty (—.106) and integrative
bargaining approach (-.046).°

8The full results of these analyses can be obtained
from the authors on request.

“We also tested a more parsimonious model with-
out the exogenousvariables (the management, union,
and individual-related variables). We found that a
cooperative labor relations climate had a statistically
significant effect on productivity (.085) and quality of
service (.063). Organizational commitment also had
a statistically significant effect on productivity (.160)
and quality of service (.181), while union loyalty had
a statistically significant effect on absenteeism
(-.108). These findings are comparable to those
observed in the hypothesized model.
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Figure 2. Simplified Model of Organizational Performance.
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Discussion and Summary

The most important findings in this re-
search relate to the factors that determine
organizational performance. The study
found that a cooperative labor relations
climate was associated with higher levels of
branch productivity and service quality. In
those bank branches where unionized em-
ployees believed that the company and the
union had a constructive and positive work-
ing arrangement, there appeared to be a
greater willingness to exert productive ef-
fort and to provide a high standard of cus-
tomer service. Moreover, a cooperative
labor relations climate was associated with
greater commitment to the organization
and higher levels of loyalty to the union. In
turn, it should be noted that organizational
commitment had a positive effect on pro-
ductivity and customer service quality, and
union loyalty was associated with lower lev-
els of absenteeism.

The performance of the organization
was influenced by certain forms of behavior
displayed by the two parties. The actions of
management were particularly relevant in

this connection. In those branches where
management was seen to facilitate union
business and to provide a fair and just sys-
tem of organizational decision-making,
there were significantly higher levels of
productivity and customer service quality.
In addition, a willingness to share informa-
tion freely and openly with the union was
associated with better customer service rat-
ings. The union’s role in affecting the
performance outcomes of the organization
should also be highlighted. In those
branches where the union was seen as hav-
ing adopted an integrative or problem-solv-
ing approach to negotiations and the pro-
cess of change management, absenteeism
levels were significantly lower. Positive
perceptions of the union’s effectiveness in
delivering quality of work life improvements
were also associated with higher levels of
branch productivity.

These findings demonstrate the impor-
tant effect of a cooperative labor relations
climate on organizational performance and
confirm the results of earlier research con-
ducted in the manufacturing sector
(Shuster 1983; Katz et al. 1983, 1985;
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Bemmels 1987; Ichniowskietal. 1997). The
study also provides additional information
on the nature and character of the factors
that help shape a cooperative climate and
affect organizational performance (Cooke
1990; Ichniowski 1992). Perceptions of a
cooperative labor relations climate were
influenced not only by the propensity of
management to be open and trustful with
the union, but also by a belief that the
workplace was fair and just and that due
process was followed. Indeed, procedural
justice emerged as an antecedent of the
perceived character of the union-manage-
ment relationship as well as a determinant
of the level of branch productivity and cus-
tomer service quality. In terms of its effect
on the performance outcomes, it would
appear that notions of procedural justice
are associated with a change in employee
effort that yields both higher productivity
and improved customer service (Ichniowski
1986). Productivity and customer service
were also found to be higher where man-
agement demonstrated a willingness to fa-
cilitate the union’s business and not re-
strictits representative activities in the com-
pany. This suggested that in those circum-
stances where management was perceived
as fair in its dealings with employees and
the union, the parties were able to develop
a relationship that maximized the poten-
tial benefits of cooperation (Cooke 1990).
It is noteworthy that many of the branch
managers were union members. Although
this did not affect the labor relations cli-
mate, there was evidence that where the
branch manager was a union member,
employees had more positive perceptions
of the level of procedural justice and the
openness of communications (see Table
2).

It is also important to note the effect of
the union on the performance outcomes.
We observed earlier, for example, that in-
strumentality (intrinsic) had a positive im-
pact on productivity while union loyalty
and the adoption of an integrative approach
to bargaining were associated with lower
levels of absenteeism. Unions can have a
positive effect on employees’ discretionary
effort (Eaton and Voos 1992). They can

improve motivation by helping to reshape
management practices and by effecting
changes to the organizational rules govern-
ing the employment relationship. In our
study, positive perceptions of the union’s
effectiveness in dealing with quality of life
issues were associated with higher levels of
branch productivity. This may have been
the result of a better matching of employee
preferences and organizational policies on
working life issues in those branches.

When unions are made part of the inter-
nal governance system of the organization,
they can also help reduce opportunism
(Belman 1992). Individual shirking in the
form of unscheduled absenteeism, for ex-
ample, can be reduced through the coop-
eration and assistance of unions in pro-
grams of attendance management
(Hundley 1989). Unions can induce more
productive work behavior by creating an
environment of “positive peer pressure” at
the workplace. Our findings indicate that
absenteeism—a form of individualistic be-
havior that can be dysfunctional for the
firm and for coworkers—was less likely
among employees who exhibited loyalty to
their union and who viewed their union as
playing a collaborative problem-solving
role. In this sense, particular values or
norms may emerge in workplaces that dis-
courage “free riding” activities that impose
additional work burdens on others. Not
unexpectedly, lower levels of branch ab-
senteeism were associated with better ser-
vice quality and higher productivity.

In summary, this study has shown that
cooperative labor relations can yield posi-
tive organizational outcomes. Employees
are capable of varying levels of effort, which
can be affected by the organizational set-
tings in which they work (Mahoney and
Watson 1993). Union-management col-
laboration can encourage employees to
engage in behavior that is consonant with
the firm’s interests but not deleterious to
union loyalty (Ichniowski 1992). This has
important implications for the labor rela-
tions strategies of unionized firms. Manag-
ers and unions make choices about the
nature and conduct of their relationship.
They may choose to adopt an adversarial
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approach or to embark on a program of
cooperation.!” Where the parties seek to
collaborate, our research indicates that a
cooperative labor relations climate is asso-
ciated with higher levels of performance.
Ourresearch also providesinsightinto how
“good”labor-managementrelations can be
created. We find thata cooperative climate
was more likely to develop where, first,
managementaccepted the union as alegiti-
mate representative of the collective inter-
ests of the membership and treated it as a
genuine stakeholder in the organization;
second, the union adopted an integrative,
problem-solving approach to bargaining;
and, third, there were fair and trusted pro-
cedures for resolving workplace grievances.

Itisimportant, however, not to overstate
the practical implications of our findings.
We could explain only a relatively small
proportion of the variance in the perfor-
mance measures.' Range restriction in

'In our study, the HR department sought to forge
a collaborative relationship with the union to ensure
its cooperation with organizational and technologi-
cal changes and to avoid industrial action at times of
contract renewal. This collaborative relationship
received the strong endorsement of the CEO, who
had been a member of the union as a junior staff
member in the bank and favored constructive dia-
logue with the union. In exchange, the union se-
cured regular information about the company’s stra-
tegic plans, a supportive environment in which to
recruit members, and above-average wage increases,
obtained partly as a result of the highly profitable
position of the bank.

However, it will be observed that our results
supported the mediation role of the labor relations
climate in the model. Itshould also be noted that our
explained variance was quite similar to that found in
other studies of productivity (for example, Brett,

these measures may have impaired our abil-
ity to explain greater variance, as well as
our capacity to find other significant rela-
tionships. Furthermore, it is necessary to
acknowledge the difficulties of generaliz-
ing from the specifics of a single case study,
even though our data were drawn from
more than 300 separate worksites. Multiple
case studies clearly provide greater exter-
nal validity. Data from a sample of compa-
rable organizations would further enhance
our understanding of the effects of the
labor relations climate on organizational
performance. Ethnographicresearch could
also help to explicate the relationship be-
tween labor-management cooperation, lev-
els of worker effort, and workplace perfor-
mance. It should also be pointed out that
the positive effects of cooperation on work-
place performance could dissipate over
time. Our performance datawere obtained
six months after our second attitudinal sur-
vey. The collection of data at a later date
would have enabled us to ascertain the
durability of these improvements. Not-
withstanding the limitations of our work,
however, this study does provide important
empirical support for the proposition that
cooperative labor-management relations
contribute to improved organizational per-
formance.

Cron, and Slocum 1995) and quality of service (for
example, Hartline and Ferrell 1996). We also ac-
knowledge that causality is unclear. Itis plausible, for
example, that organizational performance could be
modeled as an antecedent of employee attitudes and
that better organizational performance could lead to
better employee attitudes such as organizational com-
mitment (for example, Riketta 2002).
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