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The Beterminantz of Bargaining Btructure:

I: Introduction

Bargaining sbtrocture. the pamber and btypes of workers
caovered by a collective bhargaining agreement and the locus o
Hezislion making 10 the hargaining process, is a criticael vartable
affecting the outeoames of the bhargaining process. Fecently, the
structwre of collective rargaining in the (nited States appears
to be underqgoing significant changes in many induastries. The
pace of uniaon mergers bas guickened and has browught aboont more
rentralized bargaining in some indosteiaes, for exanples, retail
foods (supermarksets). In the stesl ifndustey, in contrast,
bargaining has become increasingly decentralired and promisss to
be even more so with the recent disgssolution of the industry’™s
multi—employer bargaeining arm, the Steel Companies Coordinating
bamemd tbee.  Hargsining heas alsc become more decsnhtralized in the
trncking industry, in large part reflecting the impachk of
deregnl ation: ang numerous enpl oyers atd Wnions in the electricsld
praducts, chemical anmd avto parts industriss have altered theie
hargaining structges o pegotiate plant—by—plant 1apbeye
apgreements.  In bhe public ssolor, the nation”s largest municigal
government, that of bew York City, recently altersd dthe strocturs
of bargaining by cellapsing B30 separale bargaining units into a
wrion toalition with which it megotiated a master contract (L.ewin

are Melormick L1981 howewver, theres already gre sigens of Bhis



coalition dissclving angd cellecktive hargaining returning to a
less centralized structure.

A major industry in which changes in bargaining structore
are bountd te gocur is that of telephone ssrvice. On Januwary 1,
1984, the American Talephone and Telegraph (A.T.%T.) was requilred
to divest itseld of its Bell ocperating companies, the providess
af local telephone setrvics. The creation of seven soparate
holding companies in the wake of divestitwre appaars likely fo
atfeclt the highly centralized structure of collective bargaining
that prevails at 4. 7.%T. The cyele of negotiations in the "Hell
svatem" has been such Lhst a mationwide collechive agreenent was
negotisted in 1983, shortly before the divestilture took effect,
and the nexti bargaiming round is scheduled for 1984, The
importance of these events was recently signalled by the
President of the {ommunications Workeryg of Amarica {(CWAY, who
vacated his ppsition, eftective July I, 1985, in order Lo give
Mis successpr one full yvear to prepars for the 17846 negotiatvions.

These developments provide a rare opportunity to study
phanges in bargaining struciure prior to the negotiation of a
Tfirst" sontract under new organizational arrapgemsnts. Like
other industriss, Lhe bBargaining structure (or structures)
adopted in the telephone industiry may affect bargainlng oulcomes.
Bargaining oubtcomes are hypobtheslzed o be detarmined by
barai g pmwér (¥owtian and Blook 1977) which i=, in part, a
function of bargaeaining structwre. For the scope of bargaining o
change from nationasl to local, in the case of the telephone

incixstry, could mean Lhat wide regional variation in compensation



will replace nationally uniform wage and benefilt outcoines. Bince
the uWnionized portion of the telephone industry Brncompazses
Foghly FO0, 000 smplovess, changes in compensstion cubtcones o
this ipdustry wounld have & significant impact o the national
ECEMIRY .

it is the puwrpose of this paper to investigate the effect of
Mypobthesired determinants of Bargaining struacture on the choice
of bargaining structure; 1) pwver the course of bhergaining
higtory in the telephong industry (prea—divestiture A.T.%TY amd
2y on the wve af the first round of pegotiations in the post-
divestiture sra.

The remainder of the paper is orgsnized as followa. Sarction
I reviews prio- research in which theoretical determinant=s of
bargaining structuwre have been ideptifisd. Section 111 demcribes
four levelas in the management organizatipn at which bargaingng
may ogcur, by summarizing key sspects of the A.T.%T. divestituwre.
Gection IV putlines historical and post—divestiture methods wsed
to analyeze the determinants of bargaining structurse. Sechion W
prasents the resul e pf the historical analvsis; pre-divestibure
changses in bargaining steruckurse at ALT.%T. during the 20th
crentury are examinsd in the contedt of the deteroainants of
Baragaining structure identifiad in Saction I1I. Section Wi
reporte the results of interviews and predictions aboot the
development of bargaining structure in the sarly post-
Hivestiture period. In @rction VII, & resesrch agenda for
studying bargainibg outcames in the Bell system in lighlt of

changes in bargaiting structare is proposed.



I1: Researich on Bargaining Bbiructure

Most esrly studies ol bargsining structure used anecdotal
gvidence to identify the detsrominants of bargaining structors
{=mee, for example, Chamberlaipn 1751, Webher 1961, 1947, Among
the variables suggested to be important are shvirconmental and
institutional faetors, inecluding competitian, }abor costs,
product market dispersion, product homogensity, firm size,
industry concentration; and wnion concentration. More recent
Frsgarch has attempted teo empirically measure the relationships
between bargaining structure and a numbor of these variables (see
Bresanberg 1947, Deaton and Beatmont 1980, Hendricke and Kabn
1982, 1994)., The 4indings of these studiss are summarized in
Taktle 1 in terms of the influence of economic and prganizational
determinants of hargaining struocture on anion and emplover

preferences for omulti-employver Dargaining structure.



Fabkle | @ Determinents of Bargalning Structuores

EREFEREMNZE FOR _MUET L~
EMPLOYER BARGHIMING STRUCTURE

ECOMOMIL & EMNVIRONMENT FACTORS LInd o Firm
Competition in the industry (b,d,=) + +
Labew coasts (a-e) e +
Lahor supply (b-el + +
Fressuwre +rom the non-union sector (a) ? -
Mumbier of Unions (c.d,s) ? +
Froduct Market dispersian {a,b.dyel + -
Geographic comncentration of fierms (a,o-s) 7 +
Homogsneity of product {a,d, el 7 ¥
Bovernment policy {exogenous} (L)

ORGAMIZATIONAL FACTORS
Firm size (cyd,e) + -
Firm Concentration (a-s} 4 -
Vartical integration (a,e) - +
Union sirze (c,d, &) - +
Urnion concentration {a—e) + +

Sources: (&) =Gresnberg 19487, (hi=Wegber 1941,

{ci=leaton & Beauwmont 1980, {(d}=Herndericks & Kahn 17832,
(@) =MHendricks & Kahn 1984,

We mam derive a temporal model of bargaining strurturs
pmetul to describie the focus of extant ressarch. In terms of
thig model, prezented in Figure 1 below, most ressacch on
Bargaining structure has focused on the relationskips betweans bhe
gnvironmental y sconomic and grganirzaticonal factors ang the Firm’ s
and unian®s choice of bargaining struchure, using industry data.
Bome studies Mave attempited to operationalize and measyere
bargaining pewser Kochan and Block 1977) 33 an indicatar of
bargaining outoomeses, It has bheen sugoested that bargaining power

1w cderived $rom environmesntal , economic, organtzational and
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glructural factors (Mochan 1980, It ig meteworthy that whils
some have recoonized that the bargaining skructure determinatian
process is critical teo the bargsaining structure adopted (that i=,
which party's preference for structure prevails and/or how are
compromises struck between the parties), little attention has

focused on this stage of the model.

Figure 1 : Tempwral Model of the Determinants of Bargaining
Structurs

timion Choice
of EBargaining
Structure

Enviromnmental |
and Ecomomlc

Faotors
Hargaining
Bargaining Fower Structure Bargaining
Determination [ M Structure
Frocess <

Organizational
Factors

Firm Choice
of Bargalining
Structure

in short, prior resesarch has provided strong indications
abhout the various factars likely to account for bargaining
structures adopted, but has fatled to capture several important
interratationehips and yeild an overall picture. We abtbtempt o
provide seme insight into this overall picture by mxamining how

the hypothesized determinants of bargaining strocture have



acztually influenced bargaiming structure at A.T.4%T. and by
considering interrelationships not previously racelving
ahbantion.

While we forus only on A.T.%T., there are several reoasons
bhat diis is both a rich and desirable way to investigate the
determinants of bargaining structurs.  First, untikes most prioe
bargaining structure research, wWe can egxplore decisions mads
within the firm and within ihe industry. By focusing on the
firm, we are able to explore the bargaining structure
getarminantion proosess, which peioe guapntitallve ressarch has
Been urakle toe ipnvestigate. Second, & study of the telephone
industry is of particular appeal since the hypobhesized
determinants of bargsining struachture soblibit great variation at
presant, offering & rich setting to investigate their sffects on
bargaining stiructure, Thied, onlike most case studies, more than
one observation or research site is available. Here., management
mustr make sight decisions regarding bargatining structure, which
constltulte elghlt separate tests of the determinents of bargaining
shructure within one case study. To understand where Dargaining
bhas and is likely to ocour in the folues at H.T.%T., it is first

nEcpasary o review ey aspects of the A0TWGART. divestituwre.

ItTl: Management and LUniaon Organizations

and the A.T.%T. Divestiture

The divaestiture of the American Telephone and Telegraph

Company on January 1, 1984 brouoht about major ocrganizational



changes in the largrst Ansrican uwtility and mne of the world’s
1argast émmpanies; the resuliant organization structures i= shown
irt Figurse 2. From a collective bargaining standpeoint, the
importance of this restructuring rests with iis poftential impact
an the level at which contract negotiations will subsequently be
rarried out. Since 1974, collective bargaining agrsements in the
Bell system have been negotiated on a national basis. To
illustrate, in 1983, pational master contracts were concluded
betweenr G.TF.%T. amd 2ach of the threg national unions
representing Bell system employers, namely, the Dommunications
Workers of America {(CWa), the International Brotherbhood of
Electrical MWorkers {IBEW), and the Telecommunications

Intermational bUnion ¢TILE .
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Figuwre 2 2 ATET and the Ragional Holding Companies —
Fost-Diveshiture
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Frior to 1974,

regionally with gach of the unioms.  This meant

contiracts were negotitated locally and

thal the Bsll

system operating companies and regional wmion grganizatione and

affilialbtws were important loci of bargaining and bargaining

power . With the advent of national bargalning,

office of O.T.%T.

the corporate

and Lthe national offices and officiale af the



CWe, IBEW, and TIU assumed grester importance and power ino the
harpgaintng preocess and in Bell system labor relations more
broadly. Wags standardiration accompanied national bargaining in
the telephone industry, msch sz it did in otber industries, soch
as trucking, whare ventralized bargaining structures svolved.

In terms of the management drganization for bargaining under
divestiture, four levels are cancephtually relevant: the national
level, the regional helding company (RHCY level, the operating
company level, and the plant and fFacility lwmvel. At Che national
jevel, for the new ALT.&%T., A.T.&T. Communications {long distance
servire)r and ALT.%T. Technelogiss are the relevant organizations,
employing some 200,000 persomnsl.  The regicnal holding companies
(RHCs) — RBell Atlantic, NYMNEX, Aoneritechk, UE WEHT, Facific
Telesis, BellSouth, and Southwestern Bell Corporation - are the
new entities created by divestitwrey tiey are allowed Lo develop
new brsinesses which are competitive and unregulated. LKach
regimnal helding conpany has one or more Bell operating
companies. Theso operabting companies,. which will continue o
provide Tocal teleshons seevice under government reogulation,
conetitute the third managenset 1svsl. The Fimar b maragement
level consists of the plants and facilities of sach operating
cennpany and of new husinessss developed by the RMCs.
Hismbkorically, these plants andg facilities have not had
responsibility for cantract megotiations with any of the Bell
sysbem unions., O couwrse, whether this=s will be so in the future
is problematic amd will be considered later.

G to the struchuwrs of the union orgeanizationg, we will

10



tocus o fhe CWA since it is the largest organization®.  This
union maintained thirteen regional oF district offices prior Lo
divestiture., Frimary among their funchtions was the
Fesponsibility for developing initial bargasining agendas. The
regional offices weres also responsible for negotiating
supplemental (locall agreemsnts with the operating companies o
deal with issues noeh taken up in national! bargaining. Thaese
district organizations are not directly affeclted by divestiture -
- they are not mandated to change by the divestiturs agresment,
AFer s —— bult the creation of pew FHEs implies a restroctwring of
the CWA's district offices.  Thus, the realigneent of bargaining
structiure in the post~divestiture period is likely to involve
organizational changes in both the managemeant apgd wedon

organizations.

IV: Methodology for Examining the

Determinants of Hargaining Struchturs

The determinants of bargaining gtedeturs in the telephone
trdustry are examined in two ways. Firzt, by identifving and
whserving ths changes in the theoretical determinants of
hargaining structuwre over the course of collestive bhargaining
history in this industry, it is possible to see {F these

variables have bad their hypothesized effects on bargalning

1

The CWa accounts for approgimately 899% of toftal wnion
membership in the telephone industry (Collective Baraalpicg in
the Telephpone Industry 1989,

11



structure. In other words, the change from regional bargaining
{betwesn tha operating companies and the unions) to national
Bargaining in 1974, is propossd to have been brought about by
changes in the determinants of bargaining structure favoring
centralized bargatning. In order ti verifty 1if this was in fach
the cause, & histery of the bargaining structure in the Hell
myetem prior to divestiture lg outlined in Sectieon V.

Secontd, in an attempt to examinsz the changes in bargaining
structtirg precipitated by the break ap of the BHell svstem on
January 1, 1984, the deterninants of bargasining structure were
imvestigated through semistructured interviews with persons from
both parties involved in the first post-—divestiture negotiations
i 1586,

Thirty—one people were interviewsd by telsephone or in person
between April and June of 198BS, In all interviews the following
questions were posgEde

1. Has the bargaining structure already been determined, and

it so, what i=s it%

2o (IF wes) How was that decided?

A. Bv whopm?

4. {(I+ np? HWhat de you think the structure will be?
S What would vou like it fto be?  Why?

G- Who will make that decision? How?

7. What are {were) the determinants of bargaining structure?

Intervieswess werse from A.T.%T., NYNEX, PBell Atlantic,

fmeritech, Facific Telesizs, Southwestern Bell Corporation, WS

i2



WEST, BellSoubh, mnine of the Bell cperating companties, Bell
Commumicationse Resssrch, and the Eommuwnications Workees of
America. We spoke with Corporate Vice Pregsidents, Vice
Presidents for Human Resources, Yice Presidents for Labor
Relations, District Mamaogees for llabor Relations, ressacrchers and
policy analysts from both the union and management partiss, and
regional leasders from the uniaon.

The intervisws were designed to enable us to obssrve the
bargaining determination proceses in progress and e discever if
thare are any determinants of bargaining structure that research
has not yet identified. The nexdt twe sections offer the

rasylts of the historlcal analysis and bthe intervicws.

Vi The Evolution of Hargaining Structure at A.T.%T.

Incorporated in 1588%, 4.7.%T. "5 main purpose was to develop
iong distance service to lipk separate Bell Telephone Companies.
These companies (as they existed just prior to divestiture) are
listed in Figure 3. The companies provided loecsl bteleshons
mErvice to customers {n their respective geoographical areass. and
FelalelTe becane the hplding company for the Bell opseating
compani&s ok long aftter it was incorporated. In addition,
AeTudT, opgrated the Western Electric Cmmpany, the manufacturing
arm of the bell system, also Bell Laboratoriss, fhe company’s
Fesaearch and development oraasnization (see Figure 3. Bith the
advertt of & holding company form of organization, decision malking

on all aspecis of the telephone bhusinsss became increasingly



centralired within A.T.%T. As an syample, nationwide pension and

persannel managemsnt systems wers gstabliskhed in 1914,

Figure 3 @ ATET Prior Lto Diveshtiture

fmerican Telephopne & Telegraph Company

: Hestern Electric
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i

I
1
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; Mew England Telephone OHic Bell H
i Mew York Telephone Michigan Bell i
i Eeli of Fennsylwvanila Facific Morfthwest Hell ]
i NMew Jersey Bell Mountain States Bell i
H Riamond State Telephone Morthwestern Bell !
: Chesapeake % Ppotomac Tel Pacific Telephone I
i Chesapeake & Potomac Tel —MID Mevada BEell I
H Chasapeaks L Pohtomac Tel-WY Soukh Lentral Bell i
! Chesapsake % Potomac Tel-Va Southetn Bell |
i Wisconsin Bell Boukhwestern Bell !
i Illinnis Bell Indiana Bell i
1
I
[
1

The first collective bBargsining agreement in the Bell syehtem
was concluaded on July 18, 1940 between the Mew York Telephone
Company and an affiliate of the Mationsl Fepderation of Telspheons
Weow kers (METW) . The MFTW was a coaliltion of indeperdent onions,
mach of which bargained with individual BOCs. According b
Brooks (19771, ths MFTH affiliates felt that their individual
interests were sufficiently dissimilar to warrant conpany-—by-
company bargaining. However, the NFTW leadership beligved that
Bargaining pelicy and bargaining objerctives were increasingly
bring determined by ATRT, not the individual BOCs.  Conseguently,

some of Lhese leaders soogght o buat did rigt sachisve —-

i4



centralized bargaining with the Bell syvstem’ = corporate-wide for
parent) organtzaillor. Internsl disputes over the issue of
bargaining structure Ied to the disaffilistion of sones
canstituent unlons, with the result that the NETW mambership
declined by ssvers]l thousand members to a total of about 122, 000
in 1744,

Buring World Bar [1, government policy toward eollective
Pargaining favored pattern sebtting and pattern following. The
"little steel” formuls set the pattern for manufacturing sechor
wage irereases, snd the telephone workers were included i the
pattern. To an important sxtent, bargaining structure (and
Bargaining ontcomes) in the telephone industry during this period
was determined very largely by exgoenous forces, rather than by
product and labor market forces, or By the wunion and management
oFganizations.

In the immediate post-World War 11 period, A.T.%T. gained
further, almost toetal, control of the market for telephone
service and displayed vast monopoly power. In fact, the first
antitrust =it againsgd A.T7.%7. and Western Electric was brought by
the government in 194%. On the union side, the NFTW lgpadership
threatensed to conduct the first national strike against the Hesll
system in 1944, Inelusion of the Long lines Telephone MHorkers
(LLTW} affiliate in the threatened stoppage meant thalt no obbes
METW affiliate would cross the long distance workers® pickat
fines. A work stoppage would have pffectively shut down the
swrvice market because, in 1944, &1l long distance calls requisrsed

pperater assistance and less than &0% of all telephones wers of

1%



fereg e

the direct dial tvpe.
wel fare was thee threatened strike that the Ssoretary of

prepared to take over the Bell

time, Joseph
Would he for
and that any
1977 p 107},
AT 8T, Vigse

Secretary of

LETW,

8o potentially damaging to national
i abor
The UFTW President at

system. ke

Beirne, commsnted that "what would avert the strike

the companies to consider all the dispuiss as one,
(Brook:s

pattern developed be applied in all casss”

Just howrs before the strike was Lo commences,

Presidont Craig., UFTW Prasident Heirne, and
Labor Schwellenbeach megotiated a settlemsnt for the

and the pattern was followed by all other BOCs and
unicnized workers. Here was the first maijor step on the reoad to

national bargaining in the Bell

system.

The intluence of internal organizational factors on

bargalning structurs in the Bell system was further demonstrated

in the 174547 period,

affiliation of the telephons wirlzears’

federations,
organization
(EWAY put to
with the #AFL
Existence of

(IREWY

which was

order affiliate with the AFL,

the IBEW,

status without the nesd of merger.

the A=

affiliated with

whiizreas

1947 convention at which the

specitfically by disputes ocver the
unions with the majior lalior

namely, the AFL and thm CID, The successor

to the KWFTW, the Lommuricatisns Workers of America
the meabership the guesiion of whether to affiliate
g hhe CIC.

Complicating the choice was the

the International Brotherhood of Electrical Workers

which represernked telephone workers in some BOCs and

he AFL. The CWA was tald that, in

the umlon would have to meroge with
the CI0 offered the CRG full (interinational
This matter was dehasked during

unton decided to remaln

iés



tnaffiliated. However, the Telsphones Workers® Oreganizraing
Eommi theee (TWOLY, & splinter aroup, broke off from the CTWA, toolk
the Long Lines (LLTW) with them, and joined the CI0O. Wikl this
Festructw ingy, CWA membership diropped by aboul 12, 000G nenbers Lo
less than 180,000 ip 1348, or some 42 pesreocent of a1l Bell system
enmplovees. O0F the remaining work foree, approdimately 189 peroent
wers Fepresented by pon-atfiliated,. independent unions {(located
mainly in Fennsylvanlia, bew York, and the NMew England statmsg,
ThHe fractionalization of anion organization in the Bell
syabtem wan important fto ALT.%T. mansgensnt in deteroining b
collestive bargaining posture, including its preferences
regarding bargaining structure. In the 1947 bargaining round,
G.T.%T. and the BOCs held out for separate union conbracks,
Unlon opposition ensued, and a strike of all ZEI25,000 mrganized
Bell systen workers begen on April B, 1947,  Though the strike
lasterd for several monthas, it did nob resylt in & reversion to
national bargsaining:; indiwvidual contracts betwsen Bhe TWA Cand
thhaer Bell system unions! and the BOCs were subseguently
concluded. IT is inpteresting fo note that, on average. the wags
mightlements Iin these contracts were below bhose pnegobtiated in
stesl and auvbtos, desplite managemant indications that the aute and
steel settlemsntsg would sstablish the pattern for the 8ell
myes @, Mot only were telephonge contract settlements well below
thase rasched slsgwhere it the manufacturing sector,. collective
bargaining agrsements concluded i the Pell system in 1947 had
diffmrent termination dates. Thus, the CWA {(and ober Bell

systen Wrionsr could not effectively shut the company down, as

L7



appoared likely Just & yvesr earlier. Imdesd, the Bell syvsiem wWas
well able to weather strikes at individusl operating companiss
during 1947 and 1248.

With respect to the determinants of bargaining structure
{sez Table 1), these historical svents underscore the role of
organtzational factors. In 1944, national bargaining sssmed to
be reality in the H2ll svstem and a centralized bargaining
structure had emerged. Just one yvear later, the surfacing of
divergent union interests and managensnt responsiveness to this
divergence produced a highly decentralired bargaining structure
in the Bell system. This is not to say that organizational
variables sxclusively determine bargaining structuwre. ~As notaed
parlier, government poliecy played an especially prominent role in
Bell smvstem labor relaticons in 1944,

During the 19902 and 1940s, the CHWA renewsd its efforts fo
achieve national bargaining in the Bell system. The union
aftiliated with the CI it 17942 and reacguired the FWOIEC,
Nevertheless, thie BFlOs successfully warded aff centralized --
that im, companywide —— hargaining, and the parent organization,
A7 8T, refused to recognize the CWA.  Btrike activity increased
during these yvears, but so, tow, did sutemation of the telephons
syetem. The percentage of (non-operator assizted) dial
telephones increased from 75 i 19890 to 27 in 1940, and the
number of telephonss in use rose from 35 million in 19230 to more
tham &0 millieon ten vears later. Meanwhile, the nueber of tele-
phaone aperatore smployved by the Hell system peaked at about

163,000 in 1990, and declined thereafter to 135,000 in 1950, The

i3



incrsasing awtomnation of telephong service signalled a decline in
the proportion of labor costs to total costs, and the bargaining
pawer of the CWA concomitantly declined. At the same time,

AT 5T, revenues and profits grew to record levels.

Duwring the 1960s, the CW#a continued to pursus naticnal
bargaining in the Bell system and it achigved some important
sheps in this direction. One was the negotistion, in 1968, of
wage lncreases linked to cost of living increases for worlers i
Fepresented throvahowt the Bell system. OAnother was the shift in
CWA bargsining policy from orne of “sgual pay for squal work® to
and "equal standard of living for ggual work". The latter policy
and slogan sesemedd hetier able to rally CWS nembers behind a
pulicy of wage equalization throughout the Bell svstem. Further—
e, in 191, the CWA negotiated its first contract covering two
BCs, which marked an important, if limited, departure fram
strict company—by-company bargaining. Also in 1971, nationwide
strikes of telephons woarkers Loock place and while most of theses
stoppases were of short duration, the ong in New York state
lasted for seven mopths. At the conclusion of the dispute,
A.T.®T. agreed az & mgtter of poliey tg incluwide agency shoEp
provisions in labor ageesments with the CWA.  This arrangement
pravided the CWO with financial secwurity and presaged the
introduction of national bargainimg in the Bell system in 1974,
Beginning that yvear, national master adregements covering wages,
teringe benefits and certain other conditions of emplovoent were
inauguwrated, alonmg with separate agresments covering non—economis

issUues at the operating company level. Furthermore, national
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bargaining guickly came to encompass other Bell system unions,
namely, the IBEW and the Telegphone internatienal Union {TIU), a
conglomerate of indapsndent unaffiliated unions.

Goncerning product and labor market conditione in the
telephone industry during the 1970s, high levels of both firm and
union concertrabion prevailed. Litile compestition was evident 1n
bie industry, although a f=w new specialized telephoneg service
ard eauipment firms emerged.  The DWRA represented about 85
percent of nonsuperviscry smplaoyess in ALT.%T. and therefore
dominated @ther wniocns that had membars in the Bell systeam.
Meverthelsss, glimmerings of change soon emerged and more Were on
the horizen. In 1973, for example, Microwave Communlcations
Incorporated {MCI) was cresated and began offering long distance
service in competition with A.T.%T. More important, the Justice
Department initiated a suit that was to culminate in the coansent
gecree reguiring the phassd divestitwre of B.T7T.%7. Additionally,
public perception of the "mopopoly® position of A.T.%7T. and of
firme in aiber regulated industries appearsed to have shifited.

The costs of regulation began to reoeive sigrigicant popul ar and
pelitical attention, in contrast to thes earlier enphasis on the
naert for and benefits of regulation.  Initiatives for the
deregul ation of the airline, brucking and otbeer industries
emerged and wers enacted into law by the Congress.

In the telephone indusiry,., attention focused on the "high"
wages of Bell system employees, and wage (and other emnployment)
issuses bkecame subjects of debate in state public utility Bearings

on telephone company Fate incresses and rates of rgtorn on



investmant. Fressures fram (non-uniond banks, inswvrance
companies and other tyvpes ot firms, typically located in the
South, wers brought o bear on ALTWET, to abandon mnational
bargaining with thes CWA. Sach bargaining, it was charged,
increased telephone worker wages and benefits well bevond those
rarmally paid in largsly unstganized industries and commosnitiss.

The weight of iIhese torces together wiith the lmpending
gdivestituvre brought sbout changes in management’s copllectiwve
bargaining behavior in 1983, even ithough megotiations continued
ta be copdducted orn a national basis. For dfe Fiest time, company
negotiators compared AT TS "8 pay and beanefit rates with thpoass
of its major competitors. PFreviously, comparisons wers made to
enpl ovees of privats industey in general i an gf+ort bo
demonstrabte the favorable position of Bell syestem worlers.

The more specific compensstion comparisons made in 1983
retlected the onset of more competitive forces in the telephone
industry, including the entrance of nonunrion firms.  These and
phbher determinants of bargaining struchtuwre shown in Table § are
almost certain to chamge in such a way as o bring abmit more
daerentraliced bargaining in the Bell system, in Lthe wake of
divestiture, The shepes of such chapogss and the structuaral
realignment of post-divestiturs bargaining as reporfed in

interviews are baken Qp in the pest section.

iz Hargaiming Structure in the Fost-livestiture Era

As nepted marlier, fouwr levels of the management organization
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are relevant to the consideration of bargaiing strostore in the
new Bell system: the national, regional, operating company and
plant/facility fevels. Ta help in analyzing which of these
bargaining levels will be adopted in the post-—divestiture era, as
well as to shed light en the process by which these decisions are
made interviews with management officials at Lhe national,
regional Relding company, and operating compnay levels, and with
national and regional officers of the CWA.  Beosuse of tts size
and impmrtance in the industry, the CWA is thg only union
arrganization considered hereg.

fis shown in Figure 1, under divestituwre A.T.&T. continues to
provide long distance telephone service az it always has, in a
reegul ated snvirorment., The new part of A.T7.%7T., 8.7 %T.
Technologies, however, can now, by virtue of the consent deores,
compete with other firms in the unregulated market. A.T.%T.
Teehnplogises containe Western Electric, EBell Laboratories, and
the bwo pew subsidiaries, ACT.&T. Information Systems, and
. T T, International. In the upcoming bargaining round,
rogatiations with the CWA are very likely fu be centralized and
remain mratiomal in scope. While a smaller number of emplovess,
about 200,003, will be covered under such bargaining tn khe posht-
comparsd to the pre—divestiture pericdy, the restrouchoring
pravisions of the divestiturse agesement are soch that 80,000
workers coverad by 40 diffsrsnt contracts in 292 operating
companies have moved o the new &.T.5T. corporats entity.
Ironically, therefore, bargaining betwesnt A.T.%T. and thae CWA

may, tn terms of the number of workers coversd by the collective
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anreemnant, be evern more centralizsed following divestiture than
precedipg it. Mot only will & Pnationst agresmesnt (0F reachesd in
19845) provide for wages and working comditions on & national
basis, it will have to address such matters as grievanos
handling, senliority, etc. for a large group of workers whio
previously were covered by local contracts and whno previously
dealt with local and regional wndion officials on bhese mattars.
In other words, htwo-tier bargaining in the fors of & natiocnal
master agreement covering wages and benefits and supplenmgntal
Toeal agresments covering fnon—economnic issues will no longer be a
reality 4or more tham 15 percent of the Bell system emploveess
historically represented by the {HA.

Moreover, the fact that A.7.%T. Communications Inc. handles
only one business —— lpng distancs telephone ssrvice —— along
with the fact that this business remains regulated, implyw that
centralirzad bargaining will be relatively esasier to maintain
there tham in A.T.%T. Technologies, The latier company is
responsible for foue separats linss of business, each of which
encompass (or are likely to encompasst numerous plants and
fartlitias, including in one case (A.T.%T. International) foreign
operations. Even if a pational sgreement between A.T.%T.
Technologies and the CWS were to be negotiated in 1%84 - and
gfficials of both organizations have indicated that this is what
wWwill ooiuwr —— market and nrganizatimnal forces ceem destined to
bring about pressyres for nore desertralized bargaining
theratter.

The greatest realignment of bargaining struyctors, howeswvet,



is likely to occcur at the regional holding company (RHE) lavel.
WHite the RHCs continue to operate local telephone companies,
they are paraltted to develop new and unreguléted busi nesses,
Some of these new business ventures are listwed in Table 2. These
new ventures and subsidiaries involve the RHs in product markets
in which ponpetition is highser and firm and union concentration
are lower than in the telephone business. In fact, the pace of
competition and new business development facing some of these
entiltieas are such that both firm and union coneentration are woery
likely io decrease in the near future. Buch market foroces
suggest that there will be significant pressure for bargaining

structilre tpo becone increasingly decentralizced at the BRHE level.



Table ¥ @ MNew Subsidiaries aof the Regional Holding Companies

Renional MHolding Company Mow Ventures

1. MYMEX Communicrations terminal amd of$ice
souipment: retall computer
marketing.

. Bell fAtlantic LCable TY installiation and
tranamission; DTS systemsy office
gquigment finam-ing: compputer
rEpalr Smerviceny paoing ssrvicoesss,

Z. Hoethwestern Bell bocal packet =zwitching systems;
Aational marketing nof cordless
phones.

4. BellSouth Enmputer software marketing.

. LS WEST Real estate development and

managementy national communica—
tions consuwlting services: cellalar
Fadin network building in Guld of
Mexicoy office equipment $inancing.

Ba. Facific Telssnis Qversess ventwesy real estate
developmert and management; office
eguipment marketing.

. Ameritech Cellular radio anc paging services;
overs#as consultingy cable TV
installsation: teleconferencing
gguipmnent marketing; home and
affioe security systems.

¥Sourrmes: Speclal Report, Husinecss Weelk, Decembar B, 1284, p.l12:
Ihe New York Times, The Wall Shieect Jownal, and Bolter polS-l4.

Collnteracting these forces are the offorts of the ChHaTs
leaders to pressrve naliconal bargaining. These efforts initially
ware directed at convineing the mesven RHOCs to bargain as a single

asanriation, mimilar Lo previous nationsl negotiations. kol only



were thesse afforte unsuccessful . some of the RHCs' managements
axprassed a desire to operats in a union—free environmert Gnuch
like that of their competitors). Nevertheless, subsegoent
"megotiations" resulited in CWA recognition by three of the RHCs -
- BrliSouth, Souvthwesiern Bell, and NYNEX -- and, in addition, an
agreement in principle for regional bargaining in 1986 in these
RHC= &5 well as with Facitic Telmsis. At Ameritech, US WEST, snd
Fell Atlanticy, however, the RHCs have insisted that bargaining in
1986 take place on an operating company basis —— which means on a2
state-by—state basis {(see Fiowe 1).

BellSouth’s decision o bargain cenbtrally wlith the CWA on
behald of its two operating companies was reported to be
motivated by management’s desire to avoid whipsawing, and from a2
balief that the two operating companies face similar §abor
supplies, service markets and share the same company "pelitics".
In the case of NYNEX, company managemeEnt intends to replicaie
two-tier bargaining as it was prior to divestiture, with a master
cmntraﬁt'cmvaring wagss and bhenefits negotiated at ﬁhe RHE Iewvel
ard supplemental agreements covering nop—economic szues
neqgotiated in each operating company. At Pacific Telesis, the
larger ot the two epesrating companies, Pacific Telephone, will
bargain on behalf of the other operating company, and the RHC
Will mot take part in the actual negotiations themssl ves.
However, Lhe RHC plans to provide strategy and ressarch support
for the operating companies. Hences, bBargaining ot Facific Telesis
Will take op 4 oodified regional structure.  Southuestern Bell

has bhuk one operating company, so that regimnal bargaining will



pertorce occur in fthis RHE. Mevertheless, opetrating compsany
management rather than RHC mangagement at Scowthwestern Bsll will
hear responsibility for negotiating with the CWA

In the vases of Ameritech, HEmll Atlantic, and US HWEBYT, the
rlear management preference is for decentralized, company-by-—
CcoOmpany bargaining. Ameng the arguments for decentralized
Bargaining offered by the managsrs of dhesse RHCs aere that (L)
sach component operaling company L8 its own profit center,
posesasing indepesndent financial responsibility and, thus, should
conduct ilts own labar negmtiafions; {2 major differences in
labor supply and community wage rates sxist among the operating
campaniss; and (3 they seek Lo reduce the bargaining leverage of
the union. Therefore, bargaining strocture seems likely o be
variegated in the near foture, with same negotiations talking
place at the RHE level, others at the operating company level
withtn the RHUs, and still otherse (such as at Facitic Telesisl
"ebtween" the RHD and operating company levels.

Im terms of ihes owe eganizational arrarngements, the CWUR is
Fesponding ®to divestilture and to managemnent’s organizabioanal
arrangments by consoalidating and reducing from 13 to 10 its
regional offices. BSewven of theze offices correspond to the seven
RMHE=y  in sdddition, separate regional organizations will he
maintatined i Peonsylvania, New Jersey, and Delaware. The early
retirement of &4 major wurion peepsident, effectuasted for the
purpose of giving his successow Lime to prepare for the next
‘bargainimg round, suggestis bhe seriousness with which the union

is appeoaching the matter of bhargaining structure.



While plant/facility level bargaining in the post-
divestituwe sra ig hiaghly unlikely to occur in the existing
operating EhmpaniEE, it is more likely to =merge 10 rnew
businesses developed By the RHCs —— provided that the CWA or
mther unions organize the emplovesRs. Aemaming Ehat somes
unionization of new computing, office equipment, real sstate,
cable telasvision, and home security system businesses operated by
tive AHC= is achieved, bargaining uwnits are likely bto e smaller
and narrower than those presently prevailing in the telephone
COmPpant B, Managements nf the new FHER —an be expected Lo press
for plant/facility level bargaining units, and' to contest othere,
Mrosader unites souoght by the CWAL.  The new RHD ventures face
highly competitive product and labor market conditions,
substitutabkle perodusts and services, noanerous producers and
gellers and pressure from non—ynion firms.

To summarize, the structues of collective bargaining in
B.T%T and the RHGs is likely to bhecome mors decsntralized.
While the predictetd decentralization of bargsicning strocture may
in part bhe countervailed by the =fforts of the CWA to preserve
pational bergaining and to consplidate its own internal
cegartization to assist in ackieviang this goal. wnion officials
have already conceded tmn certain elements of decentralized
hargzining. Truse, national wage bargaining between ALT.%T. and
the CWA will take place in 1984, hut wage bargaining for the
largest portion of GWA menbers will scewr at the RHC and
pRerating company levels, &ncl will contisus o be supplemented by

local Ppargaining over nof-sconomnic §asoss.
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Beyvond 19R&8,. the prospects are for further throsts toward
decentralized bargaining. A&s the FHOs develop theitr rmew
véﬁturea, the peocacts and seevices Shey offer will bhecooe more
diverse and these emplover organtzations will likely hecoms nore
dissimilairi their individoeal interests will not bse well served by

canding together for bargaining purposzes.
YEiT: Studdying Bargaining Outcomss

Whereas the focus of this paper has been on the determinants
agf bhargalining structure, furbher rezearch should take this one
stepn furbher o consider bthe sffect of bargaining structuwre on
rargaining oultcomes. Some research sugpoestions for sltudying
bargesining oltcomes in the Bell system and 4.F.%T. in light of
what has besn learned about bargaining process snd the
deberminants of baroaining structore are offered in this
conclusion. |

Farlier it was suguested that bargaining strogoborse will vary
considerably among the RHCs and &.T.%7T. In other words, in the
prst—divestiture gra thore Will be several units rather than a
single whit of analvsis for the study of bargaining owboomess.

The fact of muwltiple unitse of analysis and multiple negotiations
in 1788 will permit comparisons of pay levels and pay changes
resulting from bargaining at the opgrating company,. RHO, and
national levels, respectively.

Mo rver, wWithin a particular structure of bargaining, say

the regional lewvel, nsgobtisted pay and benefit changes can be
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examined for sighificant differences. To the extent that such
differences ameeqge, they will constitute evidence of waém
dispersion under divestiture. It will then also be possible to
compare the extent of wage dispersion that poours under regianal
bargaining with that resuliing from bargaining at the pperating
company level. Similarly, comparisons of the scope of
bargainable issues, wark rules snd productiviity arcangements, the
ume of joint labor-management committees, pay for time not worked,
and other non-economic issuss can be made among regional
cmmﬁanimﬁ, pperaking companies, and ACT.ET.  In cases wheea
bargaining takes place at the operating company level, it will be
possibles to test the union™s actusl as opposed to intended
achievemsnt of patfern bargainting by analyzing resultant pay and
bernefit rates and nen-economic terms and conditions of @melovment
amortg the ocperating companies within a AME as well as across

R .

Also, as Lhe costs of telephone service are reasllocatsd
among residential, s=nall business, and large corporate customers
i bhe post-divestiture period, state regulatory commisslong
cetcaivably will becomes more invelved in psy and benstit
determination via collective bargaining., Comparative pay lzscues
and calls for pay restraint were occasionally raised in state
Feagul atory hearings prioe to divesiture (see Ehrenburg 1974), but
were not heeded. More attention is likely to be given o such
ismues in the post-divestiture era and, in any case, we beliaeve
it will be possible to isolate the effects of state level

regulaticon on telephone (and other?) worker pay in the operaiing
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Companies., In other words, regulatory variables will have bto be
controlled in mrder Lo aszess the pftects of vartation 1n
Dargaining struchure on ecopomis and non—sconont o bargaining
outcomes i the telephons industery in 1984, and thereafter.

Furthermoare, divestiture provides FEEEEPEhE;E B opportuni by
to study the effects of bhargsining steactore and other important
varishles on the economic performance of the RHCs and the
pperating compantes. Especially in an era ot lessening
Faallation, 1t 149 apprapriliate Lo ask holw different industrial
relationes and hargaining policies, practices anc institutional
structures affect organizational performance. Siven bthe oreation
of the RHC=z, the inauwguwration of new busingsses within them, and
the growth of additional compedilive pressures on existing
telephone husineesss, substantial vartation in economic
performance can be expected to ococur in the remainder of the
1980s. Relating such performance diftferences to indoastrial
relations variables, including bargaining structure, looms as &
worthwhi be Lask.

In ronclusion, the diwvestiture of A.T.&T. converts a single
case 1nto & callection of conpanies oF ophservations That will
allow resoarchasrs to stody the bargaining process, detersminants
gf bBargaising struochdre, and sventusily, the variation in
baragsining oultoeomes. The case stody approasch osed in this stody
enailed the erxamination of bargatning stroctore decistons at The
level abk which bargaining actually coours — an approach Hot
Laken by pravicuws ressacrch on bhargeaining sitrocture. Thizs paper

Ras intended in part to study further fthe determinants af



Bargaining structure by taking advantage of the dismantling ot

e of the world's largest cospanies.
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