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UNIONIZATION DETERMINANTS OF MULTINATIONAL FIRMS

During the past half century perhaps the most remarkable feature of the American
economy is its transformation from an overwhelmingly domestic focus to its current integration
in the global economy. For instance, in 1950 foreign direct investment (“FDI™) by US firms
totaled $11.8 billion, and by 1995 US firms’ FDI had increased to $880 billion. After adjusting
for inflation, aggregate FDI by US firms increased almost 12-fold during 1950 to 1995, which
dwarfs the four-fold increase in real GDP during this period.

An important dimension of this increased offshore investment by US multinational firms
is the industrial relations (IR) and human resource (HR) strategies they employ in their
increasingly numerous facilities outside the United States. In this paper we analyze these
employment relations strategies, and we give particular attention to US operations in Taiwan and
South Korea. The emergence of union militancy in Korea and union independence from the
government in Taiwan during the 1980s and 1990s make these two countries particularly worthy
of study (Freeman, 1994},

WORKPLACE TRANSFORMATION IN THE US

During the past 15-20 years US employers have implemented many work and
employment practices designed to increase workplace efficiency. As domestic and global
product market competition has intensified, many employers have developed and installed IR
and IR practices that result in more flexible and productive workforces. We have identified three
pertinent dimensions of this workplace transformation. First, some of these HR practices may
involve changes that occur at the employees’ expense. For instance, employers have pursued
flexibility by expanding training and reducing job titles, thereby allowing them more opportunity
to quickly move employees among tasks as production needs change. Many employers also
have adopted practices that allow for rapid fluctuations in the size of their workforces and their
labor costs as market demand changes, including an increased use of outsourcing {or
subcontracting) of various types of work, and more use of temporary and part-time employees
(“contingent wotkers”) who have few fringe benefits and no job security. As these examples
indicate, many employers have transformed employment in a manner that shifts some of the risk
associated with product market success or failure from the stockholders to the employees
(Kochan, Katz, and McKersie, 1980). .

Second, some other workplace changes have been much more employee-friendly. Many
employers have “empowered” employees to become miore fully involved in their work and to be
directly rewarded for superior performance (Appelbaum and Batt, 1994; Osterman, 1994).
These “empowering” practices include: Self.directed work teams that have considerable task
autonomy; substantial employee involvement in decisions regarding work scheduling, job
assignment, and even discipline of other employees; reduced layers of management as
employees take on tasks historically performed by supervisors; extensive and ongoing training;
and various forins of performance-based pay.

Third, American employers historically have been strongly opposed to the presence of
unions in their facilities (Lawler, 1990). There seems to be general agreement that during the
1980s and 1990s employer resistance to unions stiffened compared to eatlier postwar decades.
Among nonunion [irms, this resistance usually emerged as efforts to defeat union organizing
drives. Among unionized firms, these efforts emerged as seeking union concessions at the
bargaining table, increasing the use of permanent replacements during strikes, and investing
away from unionized facilities (including moving facilities to domestic and international
locations to be operated on a nonunion basis}.
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percent) were unionized, with 63 of 138 {irms (46 percent) unionized in Korea and 30 of 48
firms (63 percent) unionized in Taiwan. Table 1 describes the sampled firms.

The dependent variable in our study is the percent of the firm’s non-managetial
workforce that is unionized. Union density is a much better proxy for the support the union
enjoys within the firm than is a dummy variable measuring only the union’s presence or absence,
and union density is a particularly meaningful measure of union presence in these two countries
where unions usually do not have exclusive bargaining rights. As can be seen in Table I, mean
union densities in the sampled facilities are rather low, though the large standard deviation
indicates a wide range of facility-specific union penetration rates across our sampled facilities.

The principal independent variables in the analysis are dummy variables indicating the
parent company’s country of origin. There are three such variables: Japanese firms, European
firms, and US firms. The reference category here is indigenous firms. Thus, the firm ownership
variables indicate the difference in union density, other things being equal, between each
category of MNC and the locally owned firms. For the reasons explained above, we expect that
American subsidiaries in Korea and Taiwan will exhibit lower union densities than firms owned
by other MNCs. Some of these MNC firms are joint ventures with local partners, which might
alter the relationship between MNC nationality and union strength. Thus, a joint venture dummy
variable is included as a control measure, although no specific relationship is anticipated,

Several other control variables are included. Part-time employees are less likely to have
thie same degree of attachment to a firm as are full-time employees. Thus, we include the percent
of part-time employees in the analysis and expect this to be negatively related fo union density.
The existence of a free-standing HRM department in the firm, which is a proxy for the firm’s
willingness and ability to invest in high-commitment work practices as well as willingness to
orchestrate union avoidance campaigns, is expected to reduce union density. We anticipate that
older firms, which perhaps have greater internal rigidity and in any case have been available
longer as union organizing targets, will have higher union density levels. Larger firms
(measured by the natural logarithm of full-time employees) are more attractive union organizing
targets than small firms, and therefore we expect they will have higher union densities. A
dummy variable indicating whether the firm is part of the manufacturing sector is included,
although no specific relationship to union density is posited. '

Porter’s (1985) well-known typology of organizational strategies distinguishes between
cost leaders and differentiators. A firm that selects a cost leadership strategy seeks to become
the low-cost producer in ifs industry, which creates a sustainable competitive advantage. In
contrast, a differentiator firm seeks to make its products unique along one or more dimensions
vatued by customers (e.g., technical prowess, product durability, outstanding service, etc.). If
successful, these unique features will enable the firm to levy premium prices, which provides a
sustainable competitive advantage. We included a six-item scale that measures the degree to
which a firm follows a differentiator rather than cost leader strategy. This is based on responses
to Likert-style items on our survey form assessing such things as the firm’s commitment to
product quality and service to customers rather than competing on the basis of price. The
summed scale demonstrates high reliability (coefficient alpha > .80). Firms that stress
differentiation are presumed to prefer greater workplace flexibility and thus have a sirong
incentive to avoid unions. At the same time, low-cost producers have a strong incentive to
operate without unions in order to keep their costs down. As a result, we are unsure how this
business strategy variable will be related to union density, so we do not specify direction.

Questions also asked for upper management’s perceptions of the importance of human
resources as a source of the firm’s competitive advantage. Following Bae (1997), {his is
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assessed using six items that were adapted from Lewin and Yang (1992). The human resource
value scale measures top management’s belief that its employees and HR practices are sources of
competitive advantage. We anticipate that firms in which top management strongly values
human resources will introduce HR policies and practices that reduce conflict between labor and
management. Thus, the HR value score is posited to be negatively related to union density.
Results

Empirical assessment of the framework developed above involves using ordinary least
squares to regress union density on the set of independent variables, These relationships may
differ between Korea and Taiwan as a function of variations in culture, legal and political
systems, and the nature of social and economic institations (including Iabor unions).
Consequently, we have done separate regressions for each country.

The regression results for the Korean sub-sample are reported in Table 2. The overall
regression is statistically significant (F, ,,; = 4.59; p <.01) with an adjusted R? of .22. These
results indicate that union densities in subsidiaries of American, European, and Japanese firms
operating in Korea are significantly higher than in indigenous firms. However, the largest effect
is for Buropean firms, and Japanese firms also have somewhat higher union densities than
American firms. T-tests of the difference between regression coefficients indicate that the
difference between the European and American coefficients is significant at the .10 level, though
the difference between the Japanese and American coefficients is not significant. Thus, to the
extent that country of origin serves as a proxy for union avoidance desires, our results suggest
that American MNCs have a greater propensity in this direction than MNCs from the other
advanced industrialized countries (though MNC facilities in Korea, on average, are more highly
unionized than indigenous firms).

Other results in the Korean analysis indicate, as predicted, that larger firms and older
firms are associated with higher union densities. In addition, firms that score hj gher on Porter’s
product differentiation scale are associated with reduced unjon densities.

The regression results for the Taiwan sub-sample also are reported in Table 2. The
overall regression is statistically significant (F 1136 = 9-10; p < .01) with an adjusted R? of 49. In
this analysis, the dummy variables for firm national origin are not statistically significant in the
case of the US and Europe (the Japan indicator is significant and positive, but with only two
Japanese-owned firms in our Taiwanese sample we are reluctant to place any practical
significance on this result). Thus, union densities in American and European firms operating in
Taiwan are not significantly different from indigenous firms, a resuft quite different from the
Korean analysis. At the same time, larger firms and older firms in Taiwan—as in Korea—are
associated with higher union densities. Taiwanese firms that emphasize a product differentiation
strategy report lower union densities, though this result is not statistically significant.

Two interesting differences emerged across the two countries. In Korea, manufacturing
firms reported lower union densities than other firms, but in Taiwan manufacturing firms are
ntore highly unionized than fixms in other sectors. Most intriguing, Taiwanese firms with free-
standing HR departments report significantly lower union densities compared to Taiwanese {irms
without such departments, but in Korea the presence or abseiice of such an organizational unit
has no relationship with unionization levels.
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[ TABLE 1
~-Firm Characteristics -
™ (means, standard deviations)
i Variable Korea Taiwan
5[ Union Density 37 (40 33 (44) >
% Japanese-owned Firms 0030 03 (19
i % European-owned Firms 30 (46) 1% (.39)
B % American-owned Firms 29(.45) 26 (.45)
% Joint Ventures 24 (.43) A7(038)
B % Full-time Employees 92 (.09 95(.13)
Free-Standing HR Department 70 (.46) 88(.32)
i Age of Company (Years) 19.79 (16.11) 17.14 (11.70) 10
101 Number of Employees (Log) 5.78 (1.58) 6.07(1.22)
Manufacturing Firm 57 (.49) 62 (49)
i Differentiator Score (1-6) 4.81(.89) 5.15 (.95)
I HR Values Score (1-6) 4.22 (.93) 4.49 (.86)
| N 138 48
)- TABLE 2
[ Determinants of Unjon Densﬁy
: (OLS regression results, t-statistics in parentheses) l1s
F Variable Korea Taiwan
L Constant -10.45 (-0.237) -25.87 (-.446)
Japanese firm 32.37%* (2.178) 54.69* (1.751)
- European firm 43.75%%* (3.771) 299 (199
American firm 28.68*** (2.511) =75 (-.064)
i Joint venture -0.64 (-0.074) 8.62 (487)
- Percent full-time employees -40.69 (-1.282) 1.90 (.045)
) ol Has free-standing HR department -7.14 (-0.886) -45.88%* (-2,397) ! 20
i - Age of company (years) 0.54%* (2.139) 1.64 *** (3302)
B Number of employees (log) 13.47%%* (4.199) 11.75%% (2.238)
Manufacturing firm ~12.60%* (-1.969) 27.40%* (2.403)
B Differentiator score -9.90%*% (_3.745) -5.44 (-1.042)
HR values score 4.10 (1.177D 130 (.201)
| N 138 a3
. *¥* significant at .01 level, ** significant at .05 level, * significant at .10 level 25
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(’ l) Please translate the following article into Chinese. {50 43)

The path-goal approach has its roots in a more general motivational theory called
expectancy theory. Briefly, expectancy theory states that an individual’s attiiudes
(e.g., satisfaction with supervision or job satisfaction) or behavior (e.g., leader behavior
or job effort) can be predicted from: (1) the degree to which the job, or behavior, is
seen as leading to various outcomes (expectancy) and (2) the evaluation of these
outcomes (valences). Thus, people are satisfied with their job if they think it leads to
things that are highty valued, and they work hard if they believe that effort leads to
things that are highly valued. This type of theoretical rationale can be used to predict a
variety of phenomena related to leadership, such as why leaders behave the way they
do, or how leader behavior influences subordinate motivation.

This latter approach is the primary concern of this article. The implication for
feadership is that subordinates are motivated by leader behavior to the extent that this
behavior influence expectancies, e.g., goal paths and valences, e.g., goal attractiveness.

Several writers have advanced specific hypotheses concerning how the leader
affects the paths and the goals of subordinates. These writers focused on two issues: (13}
how the leader affects subordinates’ expectations that effort will lead to effective
performance and valued rewards, and (2) how this expectation affects motivation (wo
work hard and perform weil.

While the state of theorizing about leadership in term of subordinates” paths and
goals is in its infancy, we believe it is promising for two reasons. First, it suggest effects
of leader behavior that have not yet been investigated but which appear top be fruitful
areas of inquiry. And, second, it suggests with some precision the situational factors on
which the effects of leader behavior are contingent.

The initial theoretical work by Evans asserts the leaders will be effective by
making rewards available to subordinates and by making these rewarded contingent on
the subordinate’s accomplishment of specific goals. Evans argued that one of the
strategic functions of the leaders is to clarify for subordinates the kind of behavior that
Jeads to goal accomplishment and valued rewards. This fiinction might be referred to as
path clarification. Evans also argued that the Jeader increases the rewards available to
subordinates by being supportive toward subordinates, i.e., by being concerned about
their status, welfare and comfort. Leader supportiveness is in itself a reward that the
leader has at his or her disposal, and the judicious use of this reward increases the
motivation of subordinates.

Evans studied the relationship between the behavior of leaders and subardinates’
expectations the effort leads to rewards and also studied the resulting impact on ratings

of the subordinates’ performance. He found that when subordinates’ view leaders as
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being suppostive (considerate of their needs) and when these supetiors provided
directions and guidance to ihe subordinates, there was a positive relationship between
leader and subordinates’ performance ratings.

However, icader behavior was only related to subordinates’ performance when the
leader’s behavior also was related to the subordinates’ expectations that their effort
would result in desired rewards. Thus, Evans’ findings suggest that the major impact of
a leader on the performance of subordinates is clarifying the path to desired reward and
making such reward contingent on effective performarnce.

Stimulated by this line of reasoning, House, and House and Dessler advanced a
more complex theory of ihe effects of leader behavior on the motivation of subordinates.
The theory intends to explain the effects of four specific kinds of leader behavior on the
following three subordinate altitudes or expectations: (1) the satisfaction of
subordinates, (2) the subordinates’ acceptance of the leader and (3) the expectations of
subordinates that effort will result in effective performance and that effective
performance is the path to reward. The four kinds of leader behavior included in the
theory are : (1) directive leadership, (2) supportive teadership, (3) participative
leadership and (4) achievement-oriented leadership. Directive feadership 1s
characterized by a leader who lets subordinates know what is expected of them, gives

specific guidance as to what should be done and how it should be done, make his or her |

part in the group understand, schedules work to be done, maintains definite standards of
performance and asks that group members foliow standard rules and regulations.
Supportive leadership is characterized by a friendly and approachable leader who

S shows concern for the status, well-being and needs of subordinates. Such a leader does
little things to make the work more pleasant, treats members as equals and is friendly

and approachable. Participative leadership is characterized by a leader who consults

with subordinates, solicits {heir suggestions and takes these suggestions serjipusly into
consideration before making a decision. An achievement-orientated leader sets
e challenging goals, expects subordinates to perform at their highest level, continuously
seeks improvement 111 performance and shows a high degree of confidence that the
subordinates will assume responsibility, put forth effort and accomplish challenging
goals. This kind of leader constantly emphasizes excellence in performance and
simultaneously displays confidence that subordinates will meet high standards of
excellence.

A number of studies suggest that these different feadership styles can be shown by
the same leader in various situation. Fot example, a leader may show directiveness
2 toward subordinates in some instances and be participative or supportive in other
instances. Thus, the {raditional method of characterizing a leader as either highty

participative and suppertive ot highly directive is invalid; rather, it can be concluded
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that leaders vary in the pasticular fashion employed for supervising their subordinates.
Also, the theory, in its present stage, is a tentative explanation of the effects of leader
behavior-it is incomplele because it does not explain the effects of the Jeader on factors
other than subordinate acceptance, satisfaction and expectations. However, the theory is
states so that additional variables may be included in it as new knowledge is made

avaiiable.
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1. Jeffeey Pfeffer in his new book, " The Human Equation ", asked the
question, "Wouldn't our existing strategy, whatever it is, be better
implemented and better served if our people were more involved,
committed, and better skilled?" Please write an essay to express your
opinion regarding this HRM question and identify management practices

that can fulfill Pfeffer's expectation. (Keep the essay within 400 words.)
(25%) '

b

2 We have seen waves of barnkruptcy and failure of many corporations
since 1998. Taiwan seems to undergo a potential econonic crisis. In your
opinion, why did so many corporations fail? What does it take to be
successful in managing a business in such a turbulent time? Particularly,
what kind of HRM practices and strategies would you suggest to fight
with Asian economic crisis? (Keep the essay within 400 words.) (25%)
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