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Preface

Social dialogue is one of the main pillars of Decent Work. It is seen by the ILO and others
as not only helping to establish decent working conditions, but aso as contributing to
socio-economic progress and poverty reduction.

Socia diadogue is typically defined as the process by which representatives of employers,
workers and government exchange information and views, consult, negotiate and reach
agreements on issues of concern to them. It is broad enough to encompass participation in
public policy determination down to single-issue negotiations at the enterprise level. The
manifestations that social dialogue takes reflect the diversity of labour relations systems
around the globe. It is not obvious, however, how to measure the extent to which socia
dialogue occurs in a particular country. Nor is it obvious how one can gauge whether
workers and employers actually exercise their rights to associate and bargain.

The ILO has recently started to explore how to measure decent work and progress toward
decent work. Policy Integration Working Paper No. 2 (Measuring decent work with
statistical indicators) provided a conceptual framework for such measurement, as well as
suggesting a series of 30 indicators. Two of these indicators deal with social dialogue
(union density rate and collective bargaining coverage rate). The paucity and relative
superficiality of these social diaogue indicators was mainly due to the non-availability of
relevant quality data for many countries.

In light of the lacunae of social dialogue indicators cross-nationaly, discussions were held
with officials in the ILO Infocus Programme on Promoting Socia Dialogue
(PatriciaO’ Donovan and Lucio Baccaro) on how it might be possible to measure socia
didogue. This led to the co-commissioning of the present Working Paper by that
programme and the Policy Integration Department’s Statistical Development and Analysis
Unit.

This Working Paper by Lane Kenworthy' of the Department of Sociology at Emory
University in Atlanta, United States, and Bernhard Kittel? of the Max Planck Institute for
the Studies of Societiesin Cologne, Germany, makes a valuable contribution. They begin
by classifying aspects of social dialogue into four categories. associationa structure, wage
setting arrangements, participation in  public policy, and firm-level employee
representation. By moving beyond what could be called the traditional social dialogue
indicators of trade unions, and collective bargaining coverage, the authors help identify
other institutional elements that are also very important for measuring and understanding
social dialogue in its broad sense. The authors also discuss and draw out the implications
of different methodological issues for data collection, categorisation and interpretation.

! Department of Sociology, Emory University, Atlanta, GA 30322, United States, Tel.: 1-404-727-7538;
Fax: 1-404-727-7532; e-mail Ikenwor@emory.edu; homepage: http://www.emory.edu/SOC/LKENWORTHY

2 Max Planck Institute for the Study of Societies, Paulstrasse 3, D-50676 Kéln; Germany, Tel.: 49-221-2767-0;
Fax: 49-221-2767-555; e-mail: kittel @mi-fg-koeln.mpg.de
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This working paper should help frame future work on the measurement of social dialogue
indicators and hopefully generate further discussions, refinements and data collection of
decent work indicators on socia dialogue.

Richard Anker

M anager

Statistical Development and Analysis Unit
Policy Integration Department

March 2003
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Indicators of Social Dialogue:
Concepts and Measurement

1. Introduction

In the past two decades a wealth of comparative research has examined the causes and
consequences of ingtitutions related to socid diaogue in affluent OECD nations. One of the
central findings of this research is that such ingtitutions have contributed to cross-country
differences and over-time developments in a variety of important socioeconomic outcomes, such
as unemployment and the distribution of income. The institutions in question are ones in which
workers and employers organize, negotiate with one another, and participate in policy-making
processes. They fal into four broad categories: (1) associational structure; (2) wage-setting
arrangements; (3) participation in public policy; (4) firm-level employee representation.

A generation ago, researchers interested in social dialogue focused largely on a single indicator:
the extent of unionization. Although important, however, unionization represents only a small
dlice of the social dialogue picture. While there is little consensus regarding the socioeconomic
impact of the various socia dialogue institutions, alarge number of studies have found effects of
not only union density but also wage-setting arrangements and/or participation in policy making
(see, e.g., Flanagan 1990; Traxler, Blaschke, and Kittel 2001). Moreover, some analyses have
found that effects of unionization on outcomes such as unemployment work in the opposite
direction to those of other aspects of socia dialogue, such as the structure of wage setting
(Kenworthy 2002; Nickell and Layard 1999).

Our concern in this report is with the conceptualization and measurement of social dialogue
ingtitutions. In sections 2 through 5 we provide an inventory of existing measures in each of the
four categories, explore their principal features along with the similarities and differences among
them, and offer our suggestions for improved and/or new measures. In section 6 we discuss
general methodological issues regarding data collection. Section 7 provides a brief summary and
conclusion.

It may be helpful to briefly preview our principal recommendations concerning data collection.
There are two general methods for collecting data on institutions such as those related to socia
dialogue. One is to have an expert create scores based on available quantitative and qualitative
data taken from the secondary literature and from primary data collected mainly from interest
group associations. The second is to use a detailed standardized questionnaire filled out by
country experts, with their responses validated by comparing them with the existing literature and
with discrepancies resolved via discussion with the experts. We believe the latter is preferable for
the creation of a useful database on socia dialogue. We aso strongly recommend that indicators
for which data are collected be as narrow as possible. The less aggregated each single measureis,
the less ambiguous it is. Hence the higher is the validity of cross-country comparisons and the
better traceable are developments over time. Such simple indicators can then be used to build
more aggregated ones.
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Associational Structure

Conceptsand Their Uses

There are three chief dimensions to interest group organization®: density, concentration, and
centralization. And there are two principal interest groups of concern: labor and business. Until
relatively recently the bulk of attention with respect to interest group associationa structure was
focused on unionization. A large amount of research has examined the impact of union density
on socioeconomic performance outcomes (for references see Kenworthy 1995, chap. 5; Kittel
2000b; Mishel and Voos 1992). One view holds that unions undermine economic efficiency by
blocking the introduction of new technology, disrupting the market for labor, and driving wages
above marginal productivity levels (Hayek 1960, chap. 18; Hirsch 1992; Troy, Koeller, and
Sheflin 1980). Another contends that unions augment efficiency by replacing exit with voice as
the principal means for workers to communicate their preferences to employers, and that
encompassing unions in particular internalize the adverse effects of militant wage bargaining
and are therefore likely to restrain wage demands (Freeman and Medoff 1984; Olson 1982). Of
course, the behavior and effects of unions, and of their employer counterparts, are determined
not only by membership density but also by their organizationa concentration and
centralization (see, e.g., Cameron 1984; Golden 1993).

M easures

Density

Union density is a measure of the power a trade union is able to generate. It is defined as the
share of employed workers who are member of atrade union. Most researchers now refer to the
data set on union density created by Ebbinghaus and Visser (2000), which is the best available
approximation because its measures are corrected for the number of retired workers.

Concentration

Schmitter (1981) and Cameron (1984) each created relatively subjective and time-invariant
measures of union concentration and centralization, drawing in part on Headey's (1970) earlier
work. More recently, Golden, Lange and Wallerstein (1997, hereafter "GLW") and Traxler,
Blaschke and Kittel (2001, hereafter "TBK") have created a set of more refined, objective,
time-varying measures. We focus on these | atter.

Union concentration (sometimes referred to as associational monopoly) has two basic aspects:
across confederations (interassociational) and within confederations (intra-associational). The
former refers to the extent to which union members belong to a single confederation rather than
being divided among multiple confederations (or not belonging to any confederation). The
latter refers to the extent to which the membership of the union confederation(s) is concentrated
within a small number of affiliates rather than being spread out across a large humber of
affiliates.

3 Philippe Schmitter, who instigated the modern renaissance of interest in corporatism in the mid-1970s
(Schmitte 1974), conceptualized corporatism as a mode of interest group organization ("interest intermediation™).
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For measuring interassociational union concentration the GLW (1997) data set includes
information on the share of union members that are members of each of the eight largest union
confederations (and, with retired members excluded, each of the three largest). From these data
Golden, Lange and Wallerstein calculate a Herfindahl index of concentration across al of the
eight largest confederations. They also have data on the share of union members that are
members of any confederation. For measuring intra-associationa union concentration the GLW
data set includes information on the number of affiliates in each of the four largest
confederations and membership in the three largest of those affiliates. From these figures they
calculate an approximate Herfindahl index for affiliates of each of the four largest
confederations and for those four together.

Traxler, Blaschke and Kittel (2001) focus on three related but different measures of
interassociational concentration: (1) the number of union confederations ("national,
interindustry peak organizations"); (2) the share of the largest confederation in a country's total
membership; (3) the share of unions unaffiliated to any union peak. (The third is of course a
measure of fragmentation, rather than concentration.) For intra-associational concentration
TBK focus on two measures: (1) the total number of unions affiliated to the largest peak; (2) the
share of the three largest affiliates in their peak’s total membership.

The GLW and TBK data on union concentration differ despite their very similar concept
because Traxler, Blaschke and Kittel restrict the number of peak associations by requiring that
their domain must conform to two conditions: territorial coverage must be national and branch
coverage must be inter-industry, which is understood as comprising at least two complete one-
digit 1SIC sectors (Traxler, Blaschke and Kittel 2001, p. 39).

Neither Schmitter nor Cameron nor Golden, Lange, and Wallerstein offer measures of employer
concentration. Traxler, Blaschke and Kittel have gathered data for one measure of
interassociational employer concentration and one of intra-associational concentration. The
former is the number of national, interindustry peak employer organizations. The latter is the
number of direct affiliates of the largest employer peak organization. Little information is
available about the share of the largest peak employer confederation in the aggregate
membership of a country's employer associations or about the share of the largest affiliates in
their peak's total membership (Traxler, Blaschke and Kittel 2001, p. 53); hence, TBK do not
create measures for these.

Centralization

Union centralization refers to the authority that union confederations have over their members.
This may vary, of course, depending on the issue or arena. Golden, Lange and Wallerstein
provide data on various powers or capacities of each of the two largest union confederations:
(1) to appoint affiliates; (2) to veto wage agreements by affiliates; (3) to veto strikes; (4) to have
its own strike funds. Kenworthy (2000) has created a composite centralization index by
assigning a score of 1 for the presence of each of these powers held by the largest confederation
and summing them. The GLW data set aso includes information on these powers/capacities
(plus participation in enterprise-level bargaining) of the largest affiliate of each of the two
largest confederations.

Traxler, Blaschke and Kittel have created a more thorough and detailed set of aggregate
centralization measures. Specifically, they provide three union centralization measures, each
based on a set of powers/capacities of a particular higher level vis-a-vis a particular lower level:
(1) The first has to do with the formal powerg/obligations of the largest peak union
confederation vis-a-vis its direct affiliates. These are contingent on its right to (a) conclude
collective agreements on its affiliates; (b) receive a share in dues collected by affiliates; (c)
have its own strike fund; (d) veto collective agreements signed by affiliates; (e) veto strikes by

Working Paper No. 5 3



affiliates; () participate in demand formulation and/or bargaining of affiliates; (f) obligation to
submit the ratification of collective agreements to a membership ballot. Each of these is
scored O for absent and 1 for present (except for (f), which is scored the opposite), and the
scores are summed. (2) The second is an analogous measure of the formal powers/obligations
of the largest peak's affiliates in relation to lower associationd levels. (3) The third refers to
formal associational control over the lowest level under the largest peak's umbrella, which
decreases when representatives at the latter level are entitled to (a) organize strikes, (b) control
their own strike fund, and (¢) conclude collective agreements; such control increases when (d)
they are formally guaranteed representation on that union body conducting collective
bargaining at the higher level. TBK also create a composite union centralization indicator from
these three measures, with each standardized to range from O to 1.

Employer centralization is measured by Golden, Lange, and Wallerstein using a set of
indicators analogous to those they use for union centralization, though only for the largest
confederation and the largest affiliate of that confederation. Once again Kenworthy (2000) has
creasted a composite centralization index based on these indicators.* Similarly, Traxler,
Blaschke, and Kittel offer a set of centralization indicators that parallel their measures of union
centralization.

Recommendationsfor Data Collection

In our view union density is best measured, following Ebbinghaus and Visser (2000), as
nonretired union members as a percentage of the labor force. We are somewhat agnostic
regarding which particular measures to use for interest group concentration and centralization.
For concentration, if a single measure (of inter- and/or intra-associational concentration) is
desired, a Herfindahl index is probably preferable. If multiple measures are acceptable, those of
Traxler, Blaschke and Kittel seem suitable. For centralization, the composite measure created
by Traxler, Blaschke and Kittel strikes us as the best. As we stress throughout this report, the
key for any such measures is that the underlying data J number of confederations, share of
union members that belong to each, power and obligations of peak associations, and so on
O be collected in as narrow and detailed a fashion as possible, thereby maximizing flexibility
in the construction of aggregated indicators.

Wage-Setting Arrangements?®

Conceptsand Their Uses

Wage setting or bargaining arrangements have always been prominent in the social dialogue
literature, as wage formation is one of the areas in which organized interest groups have been
most extensively and regularly involved in decison making. The predominant notion in this
literature has been that centralized or coordinated wage setting yields low unemployment by
engendering moderate rates of rea labor cost (wages plus benefits adjusted for productivity and
inflation) increase. The general logic is relatively simple, though specific applications of it can
be complex (see, e.g., Franzese 1999; OECD 1997). If employees bargain aggressively for high
wage increases and employers acquiesce, the latter can do five main things in response: raise
productivity, raise prices, reduce profits paid out to investors, reduce investment, and/or reduce
the number of employees. Where wages are bargained at a large number of separate firms or
plants, each individual union may reasonably hope that its employer's response to a pay
increase will consist predominantly of some combination of the first four options. None of these

4 A similar measure has been created by Swank and Martin (2001).

® This section draws heavily on Kenworthy (2001b).
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responses will necessarily have an adverse short-term effect on employment or (inflation-
adjusted) wages, which are the principal concerns of union negotiators. Even if the firm
chooses to reduce employment, those laid off should be able to find work elsewhere as long as
the pattern of wage increases and layoffs is not generalized throughout the economy. Thus,
where bargaining is decentralized and uncoordinated, there is an incentive for unions to pursue
a strategy of wage militancy.

If the wage negotiations cover a relatively large share of the workforce, by contrast, union
bargainers can be reasonably sure that a large wage increase will have an adverse impact on
their members. A reduction in employment at a single firm does not necessarily reduce job
prospects for those who get laid off. But if wage increases and ensuing layoffs are economy-
wide, clearly employment opportunities will diminish. Centralized or coordinated wage setting
thus generates an incentive for wage moderation.

Many researchers have assumed a linear relationship between wage setting centralization or
coordination and unemployment. However, some have proposed that the effect is hump-shaped
(Camfors and Driffill 1988) or interactive with central bank independence (Hall and Franzese
1998), left government (Garrett 1998), union density (Kittel 2000b), or public sector union
density (Garrett and Way 1999). Others hypothesize that the effect is both hump-shaped and
interactive with central bank independence or the monetary regime (Culierman and Lippi 1999;
Iversen 1999).

M easures

Wage Centralization

Wage centralization refers to the level(s) at which wages are bargained or set. Three principa
elements must be considered in determining the degree of centralization in a given country-
year. The first is the level itself. Three tend to be most salient: peak/central/intersectoral,
sector/industry, and company/plant. The second is the share of the work force for which wages
are determined at each level. If a central wage agreement covers only 10% of the work force, it
hardly makes sense to consider the wage bargaining process highly centralized. The third isthe
degree of "horizontal" centralization. In Britain, craft unions have traditionally negotiated
wages for small groups of employees within a firm or plant, whereas in Japan most unions
cover all employees within a plant or company. Bargaining is decentralized in both Britain and
Japan, but arguably more so in the former because of this horizontal split. Similarly, in Sweden
during the 1970s wages were negotiated mainly at the peak level. However, they were often
bargained separately by one peak organization representing private-sector blue-collar workers
(LO) and another representing private-sector white-collar and professional workers (PTK).
Where bargaining is mainly at the sectora level, the degree of horizontal centralization depends
in part on the number of union and employer organizations and the degree of concentration
among them.

Early measures created by Cameron (1984) and Calmfors and Driffill (1988) were the most
influential in research by political scientists and economists through the 1980s and 1990s.
A relatively recent OECD (1994, 1997) wage centralization measure now appears to be the
most widely used.

Five newer indicators have been developed: three by Golden, Lange and Wallerstein (1997),
afourth by Iversen (1999), and a fifth by Traxler, Blaschke and Kittel (2001). These five
measures improve on those of Cameron, Calmfors and Driffill, and the OECD in two respects.
First, the Cameron and Calmfors-Driffill measures are time-invariant, and the OECD measure
is available only for 1980, 1990, and 1994. The GLW, lversen, and TBK indicators vary over
time and are measured annually. This is a beneficial development, as wage-setting
arrangements have changed quite a bit over time in some countries. Moreover, the impact of
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wage setting may vary across different periods (Kenworthy 1996, 2002; Traxler, Blaschke and
Kittel 2001). If atime-invariant measure is used in analyses, it isimpossible to know whether a
finding of period-specific effects owes to changes in the effects of wage setting or to
(unmeasured) changes in the wage-setting arrangements themselves. Second, the GLW,
Iversen, and TBK measures tend to be grounded in more and better data. Available data on the
details of wage setting in specific national contexts are much more extensive now than was true
a decade or two ago, and in severa cases those data have been gathered by the creators of the
wage-setting measures themselves.

Each of the Golden-Lange-Wallerstein indicators is a measure of centralizing activities or
efforts by relevant actors, rather than of the degree of wage centralization per se. Thefirst isan
index of involvement in wage bargaining by peak-level union and employer confederations.
The scores range from 1 to 11, with the lowest score representing complete lack of involvement
and the highest indicating that the confederations negotiate a centra wage agreement with
limits on supplementary bargaining.

The second GLW measure is an index of government involvement in the wage-setting process.
The scores range from 1 to 15, with the lowest score indicating that government is entirely
uninvolved and the highest referring to government imposition of a wage freeze with a
prohibition on supplementary local bargaining. Forms of state intervention that fall between
these extremes include, among others, the provision of economic forecasts to bargaining
partners, imposition of a cost-of-living adjustment, and imposition of a national wage schedule
by a government arbitrator.

The third GLW measure is a summary index of the overall degree of wage centralization. This
indicator is scored from 1 to 4. Centralization can result either from bargaining by peak-level
interest group associations or from government intervention, or from both. Thus, Golden,
Lange and Wallerstein combine their first two indicators to yield the third. The GLW overall
centralization index is the only existing indicator that explicitly focuses on the centralization of
wage setting by taking into account situations in which there is government-imposed
centralization. Others are measures of the centralization of wage bargaining. For researchers
attempting to expléain wage restraint, the inclusion of government involvement may be
theoretically preferable, since in many instances government intervention is aimed at
encouraging or mandating such restraint. If the interest is in explaining wage inequality, on the
other hand, it may be preferable to use a centralization measure that excludes government
intervention, since in many cases such intervention does not aim to affect the distribution of
wages. Minimum wage laws are an obvious exception, but they are scored by GLW as the
weakest form of government involvement.

In our view, the Iversen and TBK indicators are the best existing bargaining centralization
measures. Like the GLW confederation involvement measure, these two improve on prior
measures in featuring annual measurement and being better grounded in objective data. Unlike
the GLW measure, they focus on the degree of centralization itsdlf rather than the extent of
centralization-related activities by confederations. And their construction makes them almost
certainly more valid than earlier measures. The key difference between the two is that Iversen's
measure focuses on the structural characteristics of the wage bargaining process whereas the
TBK measure treats centralization as a behavioral concept. Iversen's measure seeks to identify
the degree to which wage-bargaining arrangements are centralized. The TBK measure seeks to
capture the degree to which bargaining itself is centralized.

Iversen's indicator is based on the locus of bargaining authority and the degree of concentration
of union membership. It aims to measure "organizational centralization," rather than the degree
to which wages actually end up being set at higher levels (Iversen 1999, p. 49). A score ranging
from 0 to 1 is assigned for each of the three main bargaining levels: centralized, intermediate,
and decentralized. The scores for the three levels sum to 1, with the score for each level based
on the bargaining rights accorded that level. The scores are (Iversen 1999, pp. 84-85):
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0,0.1,0.9 Plant- and firm-level bargaining predominates with some elements of industry-
level bargaining.

0.1,0,0.9 Nationa associations and the government set nonenforceable targets for plant-level
bargaining, but local organizations retain rights to bargain and to call strikes or
lockouts.

0,0.8,0.2 Industry-level organizations monopolize bargaining and strike/lockout decisions,
and agreements are enforceable. Local bargaining is permitted subject to a peace
clause.

0.1, 0.7, 0.2Nationa associations and/or the government set nonenforceable targets for lower-
level bargaining, but industry-level organizations retain rights to bargain
enforceable agreements. Local bargaining is permitted subject to a peace clause.

0.5, 0.3, 0.2National associations negotiate central agreements with some capacity for
enforceability, but industry-level organizations retain the right to bargain separate
agreements without adherence to a peace clause.

0.8,0,0.2 Nationa associations monopolize bargaining, and agreements are enforceable.
Local bargaining is permitted subject to a peace clause.

0.9,0,0.1 National associations monopolize wage bargaining, and agreements are
enforceable. Lower-level bargaining is banned.

Each of the three scores is then weighted by an index of union concentration at that bargaining
level. The three weighted scores are then combined (using the formula shown in the Appendix)
to create the centralization score.

Notice that a number of Iversen's categories for coding the level of bargaining are based partly
on whether or not there is a "peace clause" governing lower-level bargaining. A peace clause
(or peace obligation, as it is sometimes called) is a type of sanction that prohibits strikes and
lockouts at lower levels. It thereby forecloses one strategy through which lower-level
bargainers may attempt to circumvent central- or industry-level wage agreements. However, by
no means does it eliminate the ability of company- or plant-level bargainers to reach separate
agreements. Peak-level settlements in Sweden and Norway in the 1970s included a peace
obligation, yet agreements reached at lower levels accounted for 30% to 60% of total wage
increases during that decade (Flanagan 1990, p. 398; Traxler, Blaschke and Kittel 2001, p 127).
This reliance on the presence or absence of a peace obligation as a key for coding decisions is
indicative of how Iversen's measure focuses on structural features of the wage bargaining
process (ingtitutions) rather than on the level(s) a which wages are actualy bargained or
set (behavior).

One drawback of Iversen's measure is that it does not take into account the share of the
workforce covered by wage bargaining at each level. A union at a particular level may organize
alow percentage of workers directly and yet, because of extension clauses, influence the wages
for a much greater percentage. To compensate for this measurement deficiency, which
characterizes amost all centralization indicators, some analyses of effects of wage
centralization include the overall coverage rate as a separate variable in their regression models
(OECD 1997). However, the key for an accurate measure of wage centralization is coverage
at each particular level of bargaining, not the overall rate of coverage.

The TBK measure is based solely on behavior. That is, it focuses on the actual level(s) at which
bargaining takes place, rather than the bargaining authority of each level, and it takes into
account the actual degree of influence that lower-level bargaining has on final wage outcomes,
rather than relying on the presence or absence of a peace clause as a proxy for that influence®
The TBK measure aso incorporates the share of workers covered at each bargaining level.

6 Traxler, Blaschke and Kittel (2001, p. 184) have aso created a separate, dichotomous indicator of "bargaining
governability," which refers to the presence or absence of legal sanctions on lower-level bargaining.
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They assign a centralization score based on their case-by-case judgment regarding the
appropriate mix of the importance of each bargaining level (in terms of its effect on wages) and
the coverage rate at each level, with a heavier weight generally attached to the latter (Traxler,
Blaschke and Kittel 2001, pp. 112-13). The "horizontal" dimension of centralization is also
included in the TBK measure. They assign a higher centraization score if bargaining at a given
level occursfor all groups of workersjointly than if it is group-specific. The scores for the TBK
measure are as follows (Traxler, Blaschke and Kittel 2001, p. 307; we have reversed the scores
so that higher values indicate greater centralization):

1 Company and plant, with group-specific bargaining.

1.5 Company and plant, with all groups and group-specific bargaining equally important.
Company and plant, with all groups bargaining jointly.
Combination of industry and company and plant, with group-specific bargaining.

3.5 Combination of industry and company and plant, with al groups and group-specific
bargaining equally important.

Combination of industry and company and plant, with all groups bargaining jointly.

Industry, with group-specific bargaining.

4

5

6 Industry, with all groups bargaining jointly.

7 Combination of central, industry, company, and plant, with group-specific bargaining.
7

.58 Combination of central, industry, company, and plant, with al groups bargaining jointly
at the central level and group-specific bargaining at all other levels.

Combination of central, industry, company, and plant, with all groups bargaining jointly.
Central and industry, with group-specific bargaining.

10  Central and industry, with al groups bargaining jointly.

11  Central, with group-specific bargaining.

12 Central, with all employees bargaining jointly.

A drawback of the Traxler-Blaschke-Kittel measure is its heavy reliance on subjective
judgment. Reliability would likely be increased if the index could be based on an explicit
formula, asis Iversen's. TBK suggest that combining the three elements of centralization - the
bargaining level(s), the coverage rate at each level, and the degree of horizontal centralization -
does not yield a consistent ranking (Traxler, Blaschke and Kittel 2001, p. 112). Since a
formula-based ranking implies a need to make difficult theoretical choices in devising such a
formula, they claim that a consistent ordinal measure of coordination across countries cannot be
created in practice. Although case-by-case judgment is not preferable per se, they argue that it
is the best approximation given the current conceptua difficulties. Then too, in some instances
application of a pre-set formula might lead to very misleading results. Substantial wage
increases may be bargained at the plant level but anticipated and adjusted for at a higher
bargaining level. The higher level may therefore be the most important source of wage
outcomes even though the formal share of wage changes for which it accounts is fairly small
(Hibbs and Locking 1996).

The principal use of wage centralization measures has been as a predictor of macroeconomic
performance. One could argue that a structural measure should be preferred in such analyses
because structure is causally prior to behavior. On the other hand, using a structural measure to
predict macroeconomic performance presumes that the centralization of wage bargaining
arrangements determines wage-setting behavior, which in turn determines wage (labor cost)
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changes, which in turn determines macroeconomic outcomes. Two links in the causal chain, in
other words, are assumed. Using a behavioral measure of centralization has the advantage of
closing one gap in the hypothesized causal sequence. There seems no compelling a priori
reason to favor either a measure based on wage bargaining structures or one based on wage
bargaining behavior. It depends on the researcher's theoretical interest.

Wage Coordination

In an influentia article, David Soskice (1990) argued that the focus of anaysts interested in
effects of wage setting should be on coordination rather than centralization. The degree of
coordination in the wage-setting process is likely to greatly influence wage outcomes, he
suggested, and bargaining centralization is only one means (albeit an important one) of
achieving such coordination. A second is state-imposed centralization, as in Belgium, the
Netherlands, and Denmark in some years and even Canada and the United States in a few.
A third is intra-associational coordination, which involves guidance of industry or firm-level
bargaining by peak union and/or employer confederations, as in Switzerland, Austria prior to
the mid-1980s, Norway in a number of years, the Netherlands since 1983, and Italy since 1993.
A fourth means of achieving coordination is pattern-setting led by a powerful sector, as in
Germany, or by agroup of influential firms, asin Japan.

Wage coordination is fundamentally a behavioral concept. It refers to the degree of intentiona
harmony in the wage-setting process [ or, put another way, the degree to which minor players
deliberately follow along with what the major players decide. "Major" players include, for
example, peak-level union and employer confederations in countries such as Norway and pre-
1983 Sweden, the metalworkers union and its employer counterpart in Germany, and a set of
influential large firmsin Japan.

Coordination was the focus of Colin Crouch's (1985) dichotomous indicator of "industria
relations systems," which in turn drew on a classification created nearly 20 years earlier by
Anne Romanis. Soskice himself offered coordination scores, though for only 11 countries. The
Soskice scores have been updated and extended to a larger set of nations by Richard Layard,
Stephen Nickell and Richard Jackman and more recently by Peter Hall and Robert Franzese.
In addition, the OECD has created a coordination counterpart to its centralization measure.

As best we can tell, each of these indicators attempts to score countries based on the degree of
intentional harmonization observed in the wage-setting process. This is a relatively heroic
exercise. In practice it is not easy to measure the actual degree to which the various actors
involved in the wage-setting process deliberately harmonize their bargaining. To do so in an
accurate fashion, the researcher must factor in both the share of the work force whose wages are
deliberately pegged to the agreement(s) reached by the major player(s) and the degree to which
minor players follow along (i.e., how closely they adhere). It is not clear exactly how Soskice
decided that, for instance, the degree of harmonization in Sweden exceeded that in Germany.
We suspect Soskice's scores were based on an impressionistic reading of the degree to which
minor players follow along with major-player decisions coupled with intuition about the degree
to which the wage-setting ingtitutions in each particular country are likely to (rather than
actually do) generate coordination. The Layard-Nickell-Jackman, Hall-Franzese, and OECD
coordination indicators appear to follow Soskice's measurement strategy, though it is difficult to
know for certain because no explicit rationale is provided for their coding schemes. Plainly,
there is potential for significant measurement error in such indicators.

Could oneinstead use a wage-setting outcome, such as the degree of wage restraint, as the basis
for measuring the degree of coordination in each country? Information on thisis certainly easier
to obtain and much more straightforward to rank. But the answer is no, for two reasons. Firgt,
this would render the measure useless - because tautological - for the purpose of attempting to
explain wage restraint, which has indeed been one of the principa uses of wage coordination
measures. Second, and more important, coordination of wages and restraint of wages are
digtinct phenomena. For instance, a wage-setting process that is effectively centralized, for
instance, should be considered highly coordinated even if the central agreement yields
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extremely high pay increases, provided that bargainers at lower levels do not alter the central
agreement excessively. Similarly, wage setting in Germany should be considered relatively
coordinated even if the metalworkers union successfully negotiates a 30% wage increase in a
given year, aslong as other industries, firms, and plants more or less follow suit. Nor does wage
restraint necessarily imply coordination. Pay increases are uniformly low in the United Statesin
some years, but there is little intentional harmonization of wage settlements across companies.
Wage coordination also does not imply that al or most workers get the same rate of pay
increase. Consider again a prototypical centralized case. The peak-level settlement could
specify that chemical workers get a 20% wage increase while hotel employees get a
2% increase. Aslong as lower-level bargainers follow along, wage setting should be considered
coordinated. Wage restraint and/or compression may be more likely in countries with a high
degree of wage coordination, but neither is presupposed by the concept itself.

An dternative strategy for measuring wage coordination is to focus on coordinating activities
by the mgjor player(s), rather than on the degree of coordination actually achieved. Traxler,
Blaschke and Kittel (2001, chap. 10) have done this. Since these activities, or "modes of
coordination,” are qualitatively different from one another, TBK create a categorical
coordination indicator. They identify six principal modes of coordination:

— Inter-associationa coordination by the peaks of unions and employer associations
(classic bargaining centralization)

— Intra-associational coordination by the peaks (as in Austria and Switzerland), i.e,
imposition of coordination within either the major trade union association or the major
employers association within coordination between the union and employer peaks

— Pattern bargaining

— State-sponsored coordination (bargaining centralization that includes formal
participation by government representatives)

— State-imposed coordination
— Uncoordinated bargaining.

TBK code their coordination scores based on activities by major players that are aimed at
securing coordination, "regardless of whether these efforts were successful in terms of their
coordination effects' (2001, p. 148). The one exception to this coding procedure is pattern-
setting, which does not necessarily require active harmonizing efforts by the pattern-setter(s).
Nevertheless, it is relatively easy to identify the countries for which pattern-setting is the main
coordination mode.

The chief disadvantage of this approach is that it ignores likely variation within each bargaining
mode in the degree of coordination generated. What options are there for researchers who wish
to focus on the degree, rather than the type, of coordination? One is to use one of the Soskice-
type measures discussed above. Their chief drawback is that they are relatively impressionistic
and therefore may suffer from nontrivial measurement error. An aternative is to create scores
based on a set of expectations about which ingtitutional features of wage-setting arrangements
are likely to generate more or less coordination. This avoids the problem of limited information
about the intentions of various actors in the wage-setting process and the difficulty in ranking
such intentions even if such information were readily available. Such a variable has been
created by Kenworthy (2001a), in the form of an index with five categories. The scores are as
follows:

1 Fragmented wage bargaining, confined largely to individua firms or plants (Canada,
Ireland 1960-69 and 1981-87, New Zealand since 1988, United Kingdom since 1980,
United States)

2 Mixed industry- and firm-level bargaining, with little or no pattern-setting and relatively
weak elements of government coordination such as setting of basic pay rate or wage
indexation (Australia since 1992, France, Italy in most years)
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3 Industry-level bargaining with somewhat irregular and uncertain pattern-setting and only
moderate union concentration (Denmark in most years since 1981, Finland in a few years,
Sweden since 1994)

Government wage arbitration (Australia prior to 1981, New Zealand prior to 1988)

4 Centralized bargaining by peak confederation(s) or government imposition of a wage
schedule/freeze, without a peace obligation (Belgium and Finland in most years, Ireland
1970-80 and 1987-93)

Informal centraization of industry- and firm-level bargaining by peak associations (Italy
since 1993, Netherlands since 1983, Norway in some years, Switzerland)

Extensive, regularized pattern-setting coupled with a high degree of union concentration
(Germany, Austria since 1983)

5 Centralized bargaining by peak confederation(s) or government imposition of a wage
schedule/freeze, with a peace obligation (Denmark 1960-80, Ireland in the 1990s, Norway
in some years, Sweden 1960-82)

Informal centraization of industry-level bargaining by a powerful, monopolistic union
confederation (Austria prior to 1983)

Extensive, regularized pattern-setting and highly synchronized bargaining coupled with
coordination of bargaining by influential large firms (Japan).

Note, however, that this variable is not a measure of wage coordination per se. It is, instead, a
hypothesis or prediction about the degree of coordination that is likely to be generated by
various wage-setting institutions. It is similar to Iversen's centraization measure in focusing
strictly on institutional features. The difference is that, because his indicator is based on
organizational authority and union concentration, lversen is able to rank wage bargaining
arrangements more or less unambiguoudly in terms of their degree of centralization. That is
impossible to do for coordination, because coordination is generated by quditatively different
ingtitutional arrangements.

Some researchers may be interested in the effects of wage coordination but skeptical about the
reliability of existing scale measures and uncomfortable with an index based on structural
characteristics. A variety of alternative strategies for operationalization exist. One option,
employed by Traxler and Kittel (2000) in their analysis of the impact of wage-setting
arrangements on wage restraint and macroeconomic performance, is to use a set of dummy
variables representing various modes of coordination (combined with degrees of bargaining
governability, which refers to the presence or absence of coordination-fostering legal
framework conditions: legal enforcement of central agreements vis-a-vis affiliates and a peace
clause during the term of a contract). An alternative would be to use a scale indicator of
bargaining centralization (such as the Iversen or Traxler-Blaschke-Kittel measure) and three
dummy variables: one representing informal centralization, a second representing pattern-
setting, and a third representing state-imposed centralization (with uncoordinated bargaining as
the omitted category). Other options are obviously possible.

Recommendations for Data Collection

It has been fairly common among researchers interested in the effects of wage restraint on
macroeconomic performance to use measures of the structural characteristics of union and/or
employer associations - e.g., union centralization or concentration - in their analyses
(e.g., Bruno and Sachs 1985; Garrett and Way 1999; Golden 1993; Headey 1970; Kenworthy
1996). When the theoretical interest is in the effects of organizationa encompassingness
(Olson 1982) rather than of wage setting per se, the use of this type of indicator may be
perfectly appropriate. However, measures of interest group organization should not be used as
proxies for wage centraization or coordination. A high level of union (or employer)
centralization and/or concentration by no means guarantees that the wage setting process itself
will be centralized or coordinated. For instance, union centralization and concentration
remained rdatively stable in Sweden through the 1970s and 1980s (Lange, Wallerstein and
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Golden 1995, pp. 80-87), yet bargaining centralization in Sweden declined in the 1980s. Union
concentration has been perhaps the most commonly used indicator of organizational structure.
Kenworthy (2001b) reports that the correlations between the Golden-Lange-Wallerstein
measure of intra-associational concentration and 14 measures of wage centralization and
concentration, using 1974-89 period averages, is only .27. For interassociational concentration
the correlation with those 14 measuresis -.16.

For wage centralization we recommend creation of both a structural measure and a behavioral
one. Although the two are likely to be somewhat similar, there are critical conceptual
differences. Moreover, the best existing measures of these two types [0 those of Iversen and
Traxler-Blaschke-Kittel, respectively [J correlate at only .66 across the 16 OECD countries and
20 years for which both measures are available. Both should incorporate the share of the
workforce covered by wage bargaining at each of the three main levels and the degree to which
bargaining at a given level occurs for al groups of workers jointly or is group-specific. A
structural indicator should add the bargaining rights accorded to each bargaining level, whereas
a behavioral indicator should add the actual degree of influence that lower-level bargaining has
on final wage outcomes. It would also be helpful to have information on government
intervention into the wage determination process in order to construct a measure of
centralization of wage setting (rather than bargaining), although for the creation of a flexible
database it is preferable to collect thisinformation separately.

For wage coordination we recommend a measure of coordination mode along the lines of that
created by Traxler, Blaschke and Kittdl. The data required for accurate coding of a Soskice-type
measure capturing the actual degree of coordination are virtually impossible to obtain, and the
Kenworthy variable described above is not a measure per se.

Participation in Public Policy

Conceptsand Their Uses

Endeavors to measure the extent of participation of interest associations have their roots in two
strands of the analysis of the linkages between the state and the economy. First, in the public
choice literature interest associations tend to be regarded as rent-seeking lobby organizations
which attempt to influence public policy in favor of their congtituency. Second, in the
corporatist literature, cooperative arrangements between the government and encompassing
interest associations are regarded as conducive to accelerated economic growth, low
unemployment and low inflation. "Corporatist concertation," as participation of associationsin
public policy is caled in this literature, is characterized by (a) a structural component stating
that a limited number of organizations usually representing antagonistic interests has privileged
access to policy making and (b) a behavioral component stating that they manage their conflicts
and coordinate their action with that of government with a view to its economy-wide
implications (Lehmbruch 1984, p. 62).

The two approaches expect different outcomes of interest group participation in public policy
making. The rent-seeking perspective regards the influence of associations as detrimental to the
"public good" because both the attempts at gaining influence and the rent-creating policies
induced by special interest groups result in inefficiencies. In contrast, the corporatist literature
argues that the representation of interest associations in public policy making contributes to a
more reflective and balanced mode of policy making based on mutual trust, which leads to
greater long-term efficiency. This holdsin particular for encompassing associations. In practice,
elements of both perspectives can be expected to be relevant. While it is atruism at least since
Olson's (1982) contribution that encompassing organizations tend to be more oriented toward
economy-wide performance criteria, we should expect that there is no deterministic association
between structural characteristics and behavior. Further, the organizational structure of
associations is an important institutional precondition of their behavior.
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These two propositions have spurred a large number of analyses, in which various researchers
have attempted to assess the extent of associational participation in or influence on policy
making. However, quantitative approaches using indicators of associational influence in order
to make cross-country comparisons have been limited, in particular in comparison to the large
guantitative literature on wage setting.

At the conceptual level, we distinguish four approaches to measuring associationa participation
in and/or influence on public policy making. First, in many contributions to the public choice
debate, Olson's proposition that with increasing length of a democratic regime associations
obtain afirmer grip on policy making has been taken for granted, and the number of years since
the establishment of democracy is considered a valid approximate measure of associationa
influence (Nardinelli, Wallace and Warner 1987; Olson 1982; Weede 1996). We do not ded
with this proposition here because - in addition to doubt about its conceptua validity - this
approach does not involve any research into the mechanisms of associationa
participation/influence.

Second, an indirect approach has been taken by a number of scholars who proposed an
interactive hypothesis on the conditional effect of government partisanship and labor power
(Lange and Garrett 1985; Scharpf 1991). According to these authors, a trust relation built up
between socia democratic parties and powerful - encompassing and centralized - trade unions
alows them to embark on long-term growth policies which improve economic performance. In
contrast, conservative parties in government fit well with powerless trade unions because the
latter are unable to distort market processes, leading to market-led economic growth. The other
two combinations imply either an antagonistic constellation or lack of coordinative capacity on
the side of labor, which are both regarded as detrimental to growth. In this approach,
associational influence is assumed to be a function of associational power and the willingness
of the government to let associations participate, which again is assumed to be a function of its
ideological position. In this approach, no direct measures of associational influence are needed
since structural attributes of trade unions and the partisan composition of the government
suffice. A newer variant of this approach with a somewhat adjusted theoretical background
analyzes the conditional effect of central bank independence and wage bargaining centralization
(Cukierman and Lippi 1999; Hall and Franzese 1998; Iversen 1999). Here again, no measures
of associational influence are required, because the core proposition is an interactive effect of
state structure (independence of the centra bank) and wage bargaining institutions
(centralization) without reference to a direct link between associations and the government.

Third, a variety of contributions to the debate have made use of synthetic indices. Claiming that
associational influence on public policy is a multifaceted concept, they combine various
measures into an overal index measuring the extent of, e.g., "corporatism" (Lijphart and
Crepaz 1991), "institutionalized cooperation” (Hicks and Kenworthy 1998), or "economic
integration” (Siaroff 1999). Since these concepts are meant to capture an overall assessment of
associational influence, we will discuss their measurement in more detail below.

Fourth, a handful of studies have attempted to explicitly and directly address the influence of
associations on policy making (Boreham and Compston 1992; Compston 1997; Traxler,
Blaschke and Kittel 2001). Instead of combining several dimensions into a synthetic index,
these authors stress the different logics of policy concertation and wage coordination. In
consequence, they argue, the operationalization of associational influence should not be
conflated with wage bargaining but handled as a distinct dimension of associational behavior.
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M easur es

Given that only the third and fourth approaches attempt to assess policy concertation directly,
we restrict our detailed discussion of the various choices regarding operationalization to these
two.

Synthetic Indices

During the 1980s, various indices of corporatism have been discussed which are largely based
on a qualitative assessment by the author. Perhaps the most influential one was the grouping of
countries according to the extent of policy concertation by Lehmbruch (1984, pp. 65-66), who
built a 4-point scale ranging from pluralism to weak and medium corporatism to strong
corporatism and added as a fifth group the category "concertation without labor." This and
eleven other expert classifications have been combined into an average score by Lijphart and
Crepaz (1991) in order to obtain a summary measure of corporatism. Unfortunately, this
approach does nat take into account the differing conceptua focus of the various classifications
(Keman and Pennings 1995, pp. 271-273) and hence is of limited usefulness for empirical work
aiming at policy concertation.

Also in afactor-analytic framework, Hicks and Kenworthy (1998) construct a two-dimensional
index of cooperative ingtitutions, referring to neocorporatism and firm-level cooperation.
According to this approach, the neocorporatist dimension is constituted by high factor loadings
of the existence of business confederations, coordinated wage bargaining, two indices of
"tripartite neocorporatism,” cooperation between government and interest groups, long-term
relationships between investors and firms, and cooperation between labor and management
(Hicks and Kenworthy 1998, p. 1646). The variable of interest here is cooperation between
government and interest groups. It is a 3-point scale of the degree of cooperation based on a
gualitative assessment that differentiates between "relatively cooperative interaction between
cohesive government agencies and coordinated business and labor organizations," "moderate
cooperation," and "relatively combative, conflictua relationship[s] between fragmented state
agencies and interest group organizations' (Hicks and Kenworthy 1998, p. 1663).

Finally, the most comprehensive synthetic index has been developed by Siaroff (1999).” He
proposes to replace the term corporatism by integration, which he defines as "a long-term co-
operative pattern of shared economic management involving the social partners and existing at
various levels such as plant-level management, sectoral wage bargaining, and joint shaping of
national policies in competitiveness-related matters (education, social policy, etc.)" (Siaroff
1999, p. 189). The index is an average of three indicators of socia partnership (strike volume,
nature and goal of trade union, legal and state support for union and union power), two
indicators of industry-level coordination (nature of economic ties and outlook of firms, extent
of co-determination in the workplace), and three indicators of overall national policy-making
patterns (nature of (conflict resolution in) national industrial adjustment and wage setting,
extent of "generalized political exchange"' in industrial relations and national policymaking,
general nature of public-private interaction), which are al ranked on a five-point scale (Siaroff
1999, pp. 189-194).

" This article also provides the most comprehensive overview of indicators of corporatism available at that time.
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This last element directly addresses policy concertation. Siaroff constructs five-point scales for
each of the dimensions and assigns a rank order to each country. The nature of conflict
resolution focuses on the way in which the state and the labor market associations coordinate
their policies, ranging from bargained to statist. The measure of generalized political exchange
ranges from extensive exchange to none. Finaly, the general nature of public-private
interaction is measured on a scale ranging from encompassing co-ordination to pluralism
(Siaroff 1999, pp. 189-194) 2

Associational Participation/l nfluence

The first systematic approach to assess associational participation/influence on public policy is
an index developed by Boreham and Compston (1992, pp. 151-152), which is more thoroughly
motivated by Compston (1994, 1995a, 1995b) and reanalyzed on a more extensive dataset by
Compston (1997). It measures the extent of union participation in economic policy making,
defined as "discussions at the national level (as opposed to the regional or sectoral levels)
between government representatives and trade union officials about the formation of
government policies relating to employment, prices, growth, and trade" (Compston 1997, p.
736). Hence the index refers to fiscal policy, monetary policy, investment, overall industrial
planning, trade policy, job creation and training, and employment law. Since incomes policy
represents "government participation in union policy making rather than union participation in
government policy making" (Compston 1997, p. 736), this policy area is excluded from
consideration. The concept also explicitly disregards discussions and agreements that are not
made public, engagement of unions in policy implementation, and the accumulation of trade
union and government functions by individuals which gives trade unionists a direct say in
policy making. The scale is roughly divided into a five-point ranking, ranging from no
participation (0), narrow consultation (1-3), broad consultation (4-6), narrow agreement (7-8),
to broad agreement (9-10). After being identified as belonging to one of these categories, the
score for a country in a particular year is adjusted for the scope of economic policy covered
within the range over which the category is defined.

Because this concept presents an overall characterization of the extent of union participation in
public policy making, it remains at a rather general level. Two routes aiming at a refinement of
the approach laid out by Boreham and Compston (1992) have been taken.

First, Traxler, Blaschke and Kittel (2001) have developed an index of associational
participation in state regulation which starts from an assessment of the activities of the largest
peak associations of trade unions and employers associations in specific policy areas and
aggregates these into an index of participation by trade unions and employer organizations,
respectively. The index draws from the following information (Traxler, Blaschke and
Kittel 2001, p. 76):

Generd activities:

— Influence on the national government or parliamentary bodies with regard to labor
market issues

— Representation of the members labor market interests in national corporatist
institutions

8 A 'left corporatism' index referring to "long-term working class mobilization and political economic integration,”
which has been created by Hicks and Swank (1992, p. 671), is based on the country scores on one dimension of a
factor analysis based on avariety of political institutions and other characteristics of the political system. High scores
on this dimension are attained by union strength, union centralization, class mobilization and the number of years a
left party was in office. As can be seen from this list, this indicator does not actually refer to associationa
participation but to a wider concept of corporatism which encompasses the combined economic and political power
of the labor movement and is partly based on indicators discussed in section 1. A variant of this index is used by
(Swank 2001).

Working Paper No. 5 15



Speciaized activities:
— Participation in the formulation of industrial policy programs, regional development
programs, public occupational programs (including apprenticeship) and active labor

market policy, research and development programs, quality control programs, and/or
standardization of products

— Implementation or participation in the implementation of: industrial policy programs,
regiona development programs, public occupational programs (including
apprenticeship) and active labor market policy, research and development programs,
quality control programs, and/or standardization of products.

The coding of each single element of these categories is dichotomous; hence no information on
the extent of influence beyond participation in formulation or implementation is available. For
the aggregate index, the two general activities set the rough scale and the speciaized activities
(which are coded as 1 if the largest peak association engaged in that activity) add the finer
differentiation.’ The resulting scale is then standardized to the 0-1 interval (Traxler, Blaschke
and Kittel 2001, pp. 309, 312).

A second route is pursued by Taos and Kittel (2001). With a view to anayzing differences in
the extent of social partnership between policy areas in Austria which classical concepts in the
policy network literature cannot distinguish, they develop a scale of associational participation
that focuses on the extent of participation and the scope of the actor constellations in policy
making processes. The concept of participation is refined by differentiating between three
layers of participation: "accordation," concertation, and involvement. This refinement is
important because it transcends both the narrow operationdization of "participation” by
"influence" - which the Compston (1994, 1995a, 1995b) indicator seems to measure in practice
- and the dichotomous approach of Traxler, Blaschke and Kittel (2001). Accordation is a mode
of policy making in which the state negotiates proposals with the peak associations of labor and
capital and which resultsin abinding, though not necessarily public, agreement. Concertation is
a mode in which intensive negotiations and bi- and tripartite talks take place that strongly
influence the substantive results but that does not lead to a final agreement. Hence the role of
the state is more pronounced. Involvement implies that the state discusses proposals with the
peak associations without aiming at a joint opinion of al participants (Talos and Kittel 2001,
p. 75). The extent of participation is strongly corrdated with the scope of the actor
constellation, ranging from a closed constellation of actors with privileged access to a policy
areato a fully open constellation with many interest groups involved. These concepts are the
foundation of a scale of associational participation (Taos and Kittel 2001, pp. 75-76):

1 No (forma) involvement of the peak associations in public policy making in a broader
constellation
Formal involvement without relevant cooperation in a broader constellation

Formal involvement of the peak associations with relevant cooperation of either labor or
capital in abroader congtellation

Concertation between the state and the peak associations in arestricted constellation

Accordation between the state and one of the peak associations in a congtellation with
restricted accessto the policy area

9 More precisely, in the case of union participation, TBK consider eight different specialized activities, each of which
scores one. In order (8) to emphasize the weight of the general activities and (b) to obtain an unambiguous ranking,
each of the general activities scores nine, and all weighted scores are added. Thisyields a scale ranging from O to 26.
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6 Accordation between the state and the peak associations without accordation between the
associations

7 Concertation and tripartite accordation between the peak associations and the state in a
closed constellation

8 Bipartite accordation between the peak associations with state support in a closed
constellation.

The ranking is used for categorizing the genesis of laws in different policy areas. This
information is then aggregated into a time-varying characterization of the extent of
associational participation in different policy areas.

Recommendationsfor Data Collection

In contrast to the wide variety of detailed measures of associational structure and wage-setting
arrangements, there has not yet developed a generally accepted operational definition of
associational participation/influence in policy formation. One important cause is that far less
research in the field of quantitative comparative political economy has been devoted to
participation in policy making from the perspective of the corporatist tradition. This may be
related to the much more complex nature of policy formation. While wage bargaining focuses
on a small set of issues in which a restricted number of actors is involved, policy formation
covers practically all dimensions of collective decison making with various interests
represented in different manners.

As an element of encompassing synthetic indices, the indicator referring to the mode of policy
formation is usualy rather impressionistic and vague, and the decision rules for the assignment
of values to countries is intractable for other researchers. Hence measurement validity is
problematic and the usefulness of such indices for the assessment of any particular aspect of
corporatism, social partnership, or socia dialogue is limited. Further, overall measures of
associational participation for a country may stress different dimensions or areas of policy
formation in each country. Therefore, we see the most promising approach for obtaining valid
measures of associational influence in the attempts to directly address the extent of participation
of associations in the policy-making process in specific policy areas. An idea approach would
combine the following perspectives: First, in order to establish a maximum of cross-country
comparability, the measure should be broken down into particular policy areas. For each policy
area, a separate evaluation of the extent of associational participation and influence should be
made. Differentiation between important and less relevant decisions in a particular policy area
would fine-tune the measure. Second, a scale should differentiate between different scopes of
participation according to clear criteria, which allows for both within-country and between-
country variation. A start has been made by separating the concept of participation into
accordation, concertation, and involvement. Third, the measure should be constructed in a way
that allows for variation in the time dimension. However, unlike wage bargaining, policy
formation is not a process that has a defined beginning and end but one that occurs over an
indeterminate length of time; henceit is difficult to develop a clear sequencing.

These criteria suggest that the optimal approach would be to establish criteria that are detailed
enough - as detailed as possible - to allow for a clear presence/absence decision by the coder
and which can then be aggregated according to the research tasks in question. Because of the
complex nature of policy formation, flexibility is even more important than in the case of
measures of associational structure or of wage setting.
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Firm-Level Representation

Conceptsand Their Uses

A core element of theories of nationa economic success is the presence of trustful relationships
between employers and employees. This fosters the ability of firms to embark on long-term
strategies (Streeck 1992; Rogers and Streeck 1995). In this vein, cooperative firm-level
arrangements between workers and employers are regarded as important conditions for the
ability to upgrade products and processes, which is at the core of firm competitiveness. Since
firm competitiveness, seen from a national perspective in a world-wide market, aggregates to
national competitiveness, the analysis of the conditions of firm-level trust has important policy
implications. From an aggregate perspective, the possibilities of the state and interest
associations to foster firm competitiveness touch upon two dimensions. First, trust is both a
result and a condition of firm-level cooperation. Second, it depends on the intensity of firm-
level distributional conflicts.

M easur es

Among quantitative, cross-nationa studies of labor relations, firm-level worker representation
has received only little attention. An early exception is Cameron's (1984, pp. 164-69) reference
to the existence of firm-level representational bodies. The index of corporatism created by
Bruno and Sachs (1985, p. 226) contains as an element the existence of works councils, albeit
without further explanation. In the labor index created by Kenworthy (1995, pp. 120-123), the
existence of works councilsis considered as a supplement to trade union density.

The only comparative study of this style we are aware of proposing a specialized index
focusing at the level of the firm is Kittel (2000a, pp. 199-200). Kittel constructs an index of
ingtitutionalized firm-level worker representation from three el ements:

— Lega foundation (law, collective agreement between peak-level associations, firm-
level agreement)

— Legally founded rights (information) and duties (cooperation) of works councils

— Veto rights of works councilsin particular areas (e.g., recruitment and dismissal, wage
system, work organization, training, technology, working time, etc.)

The three elements are combined in aweighted, additive index.

In addition, based on the argument that the performance effects of firm-level worker
representation is conditional on the ability of the actors to develop mutud trust, Kittel
(20008, pp. 220-21) creates a second, dichotomous variable measuring the legitimacy of firm-
level collective agreements. The criterion for legitimacy is the existence of an explicit legal
entitlement for firm-level negotiators to conclude collective agreements.

Recommendations for Data Collection

In the area of firm-level representation, little cross-country comparative work has been
undertaken yet. Thisis due partly to the immense increase of complexity of the analysis; within
national systems of industrial relations, firm-level agreements and regulation vary widely, even
in highly institutionalized coordination systems such as the German, Austrian, or Swedish.
Hence the study of firm-level behavior comes close to cross-national survey research, with all
the costs and conceptual problems thisinvolves. As aresult, comparative studies tend to restrict
their focus to the ingtitutional framework conditions, highlighting particular incentives to
specific behavior without being able to measure behavior directly because of lack of cross-
country firm-level surveys. Nonetheless, research investments in this area might close the gap
between cross-country institutional analysis and within-country survey research.
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6. Methods of Data Collection

The standard method of data collection has been - and still is - an expert creating scores based
on available quantitative and qualitative data taken from the secondary literature and primary
data collected from associations. This approach was dominant in the Golden, Lange, and
Wallerstein (1997) collection of data. During the 1990s a large literature on industrial relations
in OECD countries has emerged and also studies on CEE countries and a selection of NICs
have expanded, although from a very low level. Similarly, in many countries annual reports of
trade unions - though only rarely of employers associations - document basic figures. For EU
member countries, the information base has been massively increased by the European
Industrid Relations Review (EIRR) and the European Industrial Relations Observatory Online
(EIROnNline)), while the European Employment and Industria Relations Glossaries ((EMIRE)
provide systematic background information. Both are edited by the European Foundation for
the Improvement of living and working conditions (http://www.eiro.eurofound.ie). As far as
labor law is concerned, the International encyclopedia for labor law and industrial relations
(Blanpain 1977ff) is a regularly updated source for most countries in the world. We call this
approach the "centralized" method because it attempts to concentrate most coding decisions in
the organization that coordinates the project.

A second approach, which was the dominant strategy in Traxler, Blaschke and Kittel (2001), is
based on a detailed standardized questionnaire filled out by country experts. The questionnaire
was validated by comparing the answers to the existing literature. Ambivalent issues were
discussed with the specialists in order to maximize comparability of data. We call this approach
"organized decentralization” (in analogy to Traxler 1995) - or, for the sake of brevity, ssimply
"decentralized" - because it delegates as many coding decisions to the country experts as
possible while having the project coordinator monitor the individual decisions. We will
compare the advantages and disadvantages of the two approaches by referring to the standard
criteria of measurement quality: objectivity, reliability, and validity.'

Objectivity
In the literature on objectivity in data gathering methods, two subcriteria are discussed:

implementation objectivity and evauation objectivity (Diekmann 1995, pp. 216-217).
Sometimes these issues are discussed under the heading of inter-coder reliability.

Implementation objectivity refers to the interviewer-respondent interaction: Do different
interviewers obtain the same answer from the same respondent? In the current context, this
criterion relates to the person or organization charged with data collection. For example, a
researcher who is well known in the national setting to be sympathetic towards trade unions
will find it harder to get access to data on employers associations. A different problem may
occur if data collection is centralized in the ILO: sinceit is practically impossible to check data
for all countries, data quality is difficult to assess. This issue is particularly saient for
guantitative indicators like membership density, number of associations, financial aspects, etc.

In addition, if the data on a country are collected by a single person, personnel continuity in the
organization charged with data collection is an important condition for ensuring temporal
stability of data quality. This is probably easier to control the more data collection is
centralized, but also more consequentia if such changesin personnel occur.

1 The GLW data set has been published at http://www.shelley.polisci.ucla.edu/data. Selected variables from the
TBK data set are available for eight subperiods of the period 1970-1998 in Traxler, Blaschke and Kittel (2001).
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Evaluation objectivity refers to the extent to which two different observers evaluate an event
equally. This criterion is relevant for "weak" data which involve an assessment of particular
events, like bargaining rounds, strikes, state intervention in bargaining, associationa strategy,
etc. But textual sources also need to be interpreted and different researchers will stress different
aspects more heavily, thereby suggesting different interpretations of the event which may result
in different coding decisions. For this criterion, there is a clear trade-off between a centralized
and a decentralized approach to data collection. The more decentralized data collection is, the
closer the coding personnd is to the events and the more contextual information is available.
However, the closer is the involvement of the coding personnel in the event, the higher is the
potential bias induced by subjective evaluation. Of course, by charging more than one person
with the coding of each country, this bias can be considerably reduced

Problems of objectivity may also be present if coding relies on secondary sources. But since
secondary analysis relies on already-collected data, this issue cannot even be addressed as a
problem and hence appropriateness of coding can only be assessed via ex post validity tests.
Among these, the assessment of the similarity of indicators referring to the same concept and
the difference between indicators referring to different concepts is perhaps the sole possibility
to gain insight into the validity of a particular indicator. However, this approach relies heavily
on the definition of particular concepts, which isin many instances still strongly disputed,** and
assumesthat it is possible to devise, and collect datafor, different indicators of such concepts.

Reliability

While objectivity refers to external factors influencing the coding decisions by the personnd
charged with coding, reliability concerns the coding decision itself. Since the coding personnel
updates its interpretation of past events any time new events occur and new information
becomes available, past coding decisions might be revised. Among the standard approaches to
reliability assessment [0 paralld test, test-retest, and split-half method O the most promising
approach is the test-retest method because the other two involve synchronous data gathering. In
the current context this method would imply that the coding personnel are alowed to update the
information they provide on past events. A possible approach might be to ask to re-evaluate
past assessments of events at regular intervals. However, this approach is likely to be hampered
by potentialy strong incentives not to change past codings. This may be due to either
unwillingness to reassess former coding decisions or to attempts to maintain consistency of
interpretation.

A possibility to apply the idea of a parallel test to the current context would be to let two people
code events simultaneoudly but independently and discuss differences in assessment. This
approach might have additional positive externdities if the two coders have a different
affiliation - one closer to the trade unions and the other closer to the employers associations - in
terms of data access and informal background information.

Reliability cast in the terms of the test-retest approach increases with centralization. Note,
however, that maximizing reliability in these terms may not be the relevant objective; since
information may be revealed only some time after an event, early assessments are bound to be
based on incomplete information and a later change of assessment may not be due to erroneous
coding but to lack of detailed information at the earlier point in time. Cast in terms of parallel
tests, reliability increases with decentralization within a country because more information is
used for evaluating some event.

! For example, the distinctions between core concepts like corporatist concertation and centralized wage bargaining
or between corporatism and consensus democracy are far from being settled.
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Validity

Validity refers to the extent that theoretical concepts are captured by the indicators. In the
literature, distinctions are made between content validity, construct validity, and criterion-
related validity (divided into concurrent validity and predictive validity). Since the last refers to
an ex-post assessment of validity, we restrict our discussion to the first two. To a large extent,
content validity - the extent to which an indicator represents the operational definition of the
concept - has to be ascertained in the process of operationalization. However, severa issues are
relevant for data collection. For the centralized approach, the basic problem is to judge the
validity of the information collected from secondary sources. Such data often have not been
collected for the sake of research but for other ends (Jacob 1985). Hence, many readily
available quantitative indicators are biased by construction and data which allow for corrections
are difficult or impossible to obtain (Ebbinghaus and Visser 2000; Visser 1989). For example,
the meticulous data collection on union density in OECD countries undertaken by Ebbinghaus
and Visser (2000) still contains lacunas in more disaggregated (e.g. sectoral) density ratios. In
addition, categorizations used by different organizations collecting statistical material often
refer to different units. This makes it either very costly or practically impossible to match data
from different sources.’? A further caveat is the unequal distribution of information, both across
and within countries. Across countries, data on OECD member states are systematically more
elaborate and reliable than data on other countries. But between OECD countries data
availability differs markedly. To the extent that data needed for building measures on the
structure of collective bargaining and organizational characteristics depend on information
about, e.g., employment levels or employment distribution across sectors, data availability and
quality differ considerably across countries. In addition, breaks in the time series due to
redefinition of a particular concept cause fluctuations not related to any rea-world
developments. Within countries, some sectors (in particular the metal industry) are well-
rescarched while others (in particular in the private service sector) are notoriously
underresearched. Also, it is much more difficult - in many instances practically impossible - to
obtain data on employers associations than on trade unions. While large, unionized firms and
their associations are usualy willing to provide information to researchers, sectors dominated
by small and medium-sized firms are much less accessible.

A similar problem occurs in textual data. Country studies are undertaken for the purpose of
answering a particular research question, and the description therefore is focused on that
guestion. Hence information provided in the text may suffice for the aims of the author but may
lack the encompassingness needed for a comparative project. In addition, authors of case
studies do not necessarily use the same definition of concepts as the project. This is a core
problem for computer-coded textual analysis. Because concepts are used in slightly different
ways in different countries and their meaning evolves over time, coding decisions made in
advance are critical. Country glossaries as prepared by the EMIRE project of the European
Foundation for the Improvement of Living and Working Conditions may be very helpful. But
since such glossaries are only available for a handful of European countries, this does not aid in
the analysis of other nations. Moreover, a possibly salient caveat with regard to this approach
refers to the aims of the project. The main area of application of computer-coded textual
analysis is the detection of subtexts, hidden agendas, background paradigms, and other
elements "behind the lines." In the current context, where the aim is to extract "objective"
information from the text, the advantages of computer coding must be evaluated against the
costs. However, an information database similar to EIROnline or EIRR for countries not
covered by these collections is certainly an enormous help for systematic comparative studies.
But this again leads to country experts who have to select the information to be fed into such a
system.

12 For example, it proved to be excessively difficult to match wage data published by the Austrian employers
association with data on sectoral union density obtained from union sources because both organizations collect their
data for their own organizationa units.
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In the decentralized approach, the country experts face the same issues of data definition,
though their proximity to the research object may alleviate the problem somewhat. In this
situation, the problem of content validity appears in the shape of communication deficiencies
between the coordinator and the country coder. Since most concepts need operationa
definitions, coding decisions may be ambivalent. The ambivalence increases with the level of
abstraction of the concepts used. Hence the more detailed and the narrower an item is framed,
the less ambiguous is the response.

Construct validity enters comparative research via the notion of functional equivalence (van
Deth 1998, p. 8). Since the same term or concept can have different meanings in different
contexts, using the same indicators in each context may lead to erroneous inferences. The
researcher has two options to deal with this problem: to increase the level of abstraction or to
rely on inference. Increasing the level of abstraction may be a sensible option for inferential
analysis but not necessarily for data collection. While it may have merits for comparative
population survey research, we do not see any advantages in describing an industrial relations
system only in abstract terms because this would restrict the generality of usage of the
indicators. If only measures of general concepts are available, it becomes difficult to match
them in different ways for different research questions.

Hence identity of concepts should be replaced by the equivalence of concepts, meaning that
they "should be related to other concepts in other settings in more or less the same way"
(van Deth 1998, p 6). This implies that equivalence of concepts across countries cannot be
established ex ante. Since it is a relationa notion, it is a result of inferences, not of data
collection (Przeworski and Teune 1970; van Deth 1998, p. 8).

Analytically, one can distinguish two main inferential strategies for establishing equivalence
across countries, each with two perspectives: (1) use acommon set of indicators and analyze (a)
internal consistency and (b) externa consistency; (2) use different indicators and analyze (@)
internal consistency and (b) external consistency. Both strategies move from an "absolute"
approach to the operationalization of concepts to a "relational” approach. Because concepts
have different meanings, frames and traditions across countries, they can only be compared in
their relation to other concepts. Hence such an approach suggests to establish equivalence by
analyzing concepts and their context in toto. By using a common set of indicators for all
countries, the researcher attempts to remain as close to the literal operationalization as possible
and explores the differences in the empirical association between the indicators across
countries. In contrast, by using different indicators, the researcher first establishes a core set of
identical items which are employed as an anchor for subsequently added country-specific items
taking into account particular idiosyncracies of a country. In both contexts, internal consistency
refers to the extent to which the items are structured identically across countries, and external
consistency refers to the extent that items are related identically to an item not belonging to the
initial set of items (van Deth 1998: 9).

Note, however, that these considerations refer to an ex-post comparison of statistical
associations within and across countries in cross-country survey research. This is an important
restriction because many industrial relations characteristics are system variables. This means
that they are measured at the level of the whole country and are not aggregated from individual-
level data. Hence, although the practical relevance of the proposed solution strategies remains
limited in the present case, the problem of equivalenceis highly salient. Nevertheless, they may
be regarded as a guide for further reflection on the solution of the yet-unresolved problem of
the equivalence of system-level variables. Which strategy to follow depends on the research
guestion and cannot be answered in toto. The implication for data collection is that the more
differentiated information is available, the easier it is to construct equivalent indicators. In this
respect, the decentralized approach is clearly advantaged as compared to the centralized
approach because it makes it possible to address issues of equivalence explicitly by design and
highlight the problem in the communication process between the coordinating agency and the
country experts.
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Recommendationsfor Data Collection

We have compared the relative merits and potentially problematic areas of commonly used
quality criteria of two approaches to data collection. Table 1 summarizes our assessment of the
two methods and clearly suggests that expert surveys are preferable for the creation of a useful
database on social dialogue.

Tablel. Quality Criteriaand Two Approachesto Data Collection

Decentralized: Survey of Centralized: Secondary Analysis
Country Experts

Objectivity Implementation  Problematic but tractable Intractable
Evaluation Problematic but tractable Intractable
Reliability  Pardlé test Simple but costly Dependent on data availability
(2 coders)
Test-retest Regular updating Dependent on data availability
Vdidity Content validity  Dependent on design of Dependent on data availability and
questionnaire conceptualization in previous research
Construct Dependent on design of Dependent on data availability and
validity guestionnaire conceptualization in previous research

However, the problems associated with expert surveys should not be underestimated. In order
to maximize objectivity, validity, and reliability, the data collection endeavor needs strict
central guidance and monitoring. Hence the role of the coordinating agency is important and it
should possess enough evaluative capacity to judge at least the face validity of the coded
results. The quality of the database could be massively improved, in particular for those issues
that need evaluative judgment, if two independent coders work on the same country. The
disadvantage is that this doubles the cost of data collection. If costs seem excessive, a possible
option for optimizing the output/cost ratio would be to build in a two-step peer review system,
in which the coding for a particular country is reviewed by one or two coders for other
countries. Despite the disadvantage that the review coders must rely on secondary information
only, this procedure might highlight possible ambivalencesin coding.

7. Summary and Conclusion

On both theoretical and empirical grounds, ingtitutions related to socia dialogue appear to be
relatively important as determinants of key socioeconomic performance outcomes. Regularized
collection of data on these institutions - ideally in both affluent and developing nations - would
be of enormous benefit to researchers, and ultimately to policy makers. We have reviewed
exigting indicators in four areas: (1) associational structure, (2) wage-setting arrangements, (3)
participation in public policy, and (4) firm-level representation. We have also provided specific
suggestions for data collection in each of these areas, at the ends of sections 2 through 5
(subsections titled "Recommendations for Data Collection"). Regarding general methodol ogical
issues of data collection, we offer two main recommendations: First, we believe the most useful
strategy for data collection would rely on a detailed standardized questionnaire filled out by
country experts, with their responses validated by comparing them with the existing literature
and resolving discrepancies via discussion with the experts. Second, we advise that indicators
for which data are collected be as narrow and detailed as possible. The less aggregated each
single measure is, the less ambiguous it is. Hence the higher is the validity of cross-country
comparisons and the better traceable are developments over time. Such simple indicators can
then be used for building more aggregated indicators.
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Appendix: Existing Social Dialogue Indicators

Associational Structure

Union Density

Ebbinghaus-Visser union density. Nonretired union members as a percentage of the labor force. 16
OECD countries; 1945 through the mid-1990s. Source: Ebbinghaus and Visser (2000).

Union Concentration

Schmitter union concentration. Rank ordering (we reversed the scores so that higher scores indicate
greater centralization). 15 OECD countries, no years specified (time-invariant). Source: Schmitter
(1981, p. 294, "associational monopoly").

Cameron union concentration. Index ranging from 0 to 1. 18 OECD countries; 1965-80 (time
invariant). Source: Cameron (1984, p. 165, "organizational unity of labor").

Golden-Lange-Wallerstein (GLW) interassociational union concentration |. Herfindahl index of
concentration across the eight largest union confederations. 16 OECD countries; 1950-92. Source:
Golden, Lange and Wallerstein (1997, variable = HERF).

Golden-Lange-Wallerstein (GLW) interassociational union concentration |lI. Share of the tota
unionized workforce organized into confederations for which GLW have membership data. 16 OECD
countries; 1950-92. Source: Golden, Lange and Wallerstein (1997, variable = CONSHRE).

Golden-Lange-Wallerstein (GLW) intra-associational union concentration |. Approximate Herfindahl
index of union concentration for affiliates of the largest union confederation, using the membership of
the three largest affiliates and the total number of affiliates. 16 OECD countries; 1950-92 (5-year
intervals). Source: Golden, Lange and Wallerstein (1997, variable = APPHRF1).

Golden-Lange-Wallerstein (GLW) intra-associational union concentration Il. Approximate Herfindahl
index of union concentration for affiliates of the four largest union confederations (weighted by
confederation size), using the membership of the three largest affiliates and the total number of
affiliates. 16 OECD countries; 1950-92 (5-year intervals). Source: Golden, Lange and Wallerstein
(1997, variable = APPHRFWT).

Traxler-Blaschke-Kittel (TBK) interassociational union concentration 1.  Number of nationd,
interindustry (i.e., covering at least two one-digit ISIC sectors) union peak organizations. 20 OECD
countries; 1970-98. Source: Traxler, Blaschke and Kittel (2001, pp. 314, 41, variable = USY'S).

Traxler-Blaschke-Kittel (TBK) interassociational union concentration Il. Share of the largest national,
interindustry union peak in total union membership. 20 OECD countries, 1970-98. Source: Traxler,
Blaschke and Kittel (2001, pp. 314, 41, variable = USY SL).

Traxler-Blaschke-Kittel (TBK) interassociational union concentration I11. Membership share of unions
not affiliated to any national, interindustry union peak. 20 OECD countries, 1970-98. Source: Traxler,
Blaschke and Kittel (2001, pp. 313, 41, variable = UNAF).

Traxler-Blaschke-Kittel (TBK) intra-associational union concentration I. Number of affiliates of the
largest union peak. 20 OECD countries, 1970-98. Source: Traxler, Blaschke and Kittel (2001, pp. 312,
46, variable = UAF).

Traxler-Blaschke-Kittel (TBK) intra-associational union concentration |l. Share of the three strongest
affiliates in the largest union peak's total membership. 20 OECD countries, 1970-98. Source: Traxler,
Blaschke and Kittel (2001, pp. 312, 46, variable = UAS).
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Employer Concentration

Traxler-Blaschke-Kittel (TBK) interassociational employer concentration. Number of national,
interindustry (i.e., covering at least two one-digit 1SIC sectors) employer peak organizations. 20 OECD
countries; 1970-98. Source: Traxler, Blaschke, and Kittel (2001, pp. 310, 49, variadble = ESYS).

Traxler-Blaschke-Kittel (TBK) intra-associational employer concentration. Number of direct affiliates
of the largest employer peak. 20 OECD countries; 1970-98. Source: Traxler, Blaschke and Kittel (2001,
pp. 309, 55, variable = EAF).

Union Centralization

Schmitter union centralization. Rank ordering (I reversed the scores so that higher scores indicate
greater centralization). 15 OECD countries; no years specified (time invariant). Source: Schmitter
(1981, p. 294, "organizational centralization™).

Cameron union centralization. Index ranging from O to 1. 18 OECD countries;, 1965-80 (time
invariant). Source: Cameron (1984, p. 165, "confederation power in collective bargaining").

Kenworthy union centralization. Index ranging from 0 to 4. Calculated as the number of the following
powers/capacities that the main union confederation has: power of appointment of affiliates, veto over
wage agreements by affiliates, veto over strikes, confederation has its own strike funds. 16 OECD
countries; 1950-92: Ireland, New Zealand. Source: Kenworthy (2000). Constructed from data in
Golden, Lange and Wallerstein (1997, variables = CON11, CON12, CON13, CON14).

Traxler-Blaschke-Kittel (TBK) union centralization |. Associational centralization: largest union peak
organization. The largest union peak's formal power vis-a-vis its direct affiliates is contingent on its
right to (1) conclude collective agreements on behalf of its affiliates; (2) receive a share in dues
collected by affiliates; (3) have its own strike fund; (4) veto collective agreements signed by affiliates;
(5) veto strikes by affiliates; (6) participate in demand formulation and/or bargaining of affiliates; and
(7) on the peak's obligation to submit the ratification of collective agreements to a membership ballot.
Since the peak's formal powers increase with the number of rights and decrease with obligations, in
constructing the aggregate index of the peak's formal power the authors code yes = 1 and no = 0 for
items 1-6 ,and yes = 0 and no = 1 for item 7. 20 OECD countries; 1970-98. Source: Traxler, Blaschke
and Kittel (2001, pp. 310, 49, variable = UCENP).

Traxler-Blaschke-Kittel (TBK) union centralization 1. Associational centralization: direct affiliates of
the largest union peak. The affiliates formal power is contingent on their right to (1) conclude collective
agreements on behalf of their members, (2) have their own strike fund, (3) veto collective agreements
signed by any lower-level bargaining unit, (4) veto strikes by an lower-level unit, (5) participate in
demand formulation and/or bargaining of lower-level units, and (6) on the affiliates' obligation to
submit the ratification of collective agreements to a membership ballot. Constructed in a way analogous
to their UCENP measure (see above). If the formal power varies across the affiliates, the measure refers
to the most common pattern or the most influential affiliate. 20 OECD countries; 1970-98. Source:
Traxler, Blaschke, and Kittel (2001, pp. 310, 49, variable = UCENA).

Traxler-Blaschke-Kittel (TBK) union centralization I11. Associational centralization: control of union
organizations over member firms under the umbrella of the largest peak. Formal control over member
firms decreases when the latter are entitled to (1) organize strikes, (2) control their own strike fund, and
(3) conclude collective agreements; while the control increases when (4) they are formally guaranteed
representation on that union body conducting collective bargaining at a higher level. Aggregate index of
items 1-4. For items 1-3, yes = -1, no = 0; for item 4, yes = 1, no = 0. each coded yes = -1, no = 0.
Reference is to the most common pattern or the most influential affiliate in the case of intra-confederal
variation. 20 OECD countries; 1970-98. Source: Traxler, Blaschke and Kittel (2001, pp. 310, 49,
variable = UCENW).

Traxler-Blaschke-Kittel (TBK) union centralization 1V. Unionpeak control over lower hierarchical
levels. aggregate index derived from scores for their UCENP, UCENA (items 3-6), and UCENW
measures (see above); standardized to the 0-1 interval. Union centralization increases with score. 20
OECD countries; 1970-98. Source: Traxler, Blaschke and Kittel (2001, pp. 310, 49, variable = UCEN).
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Employer Centralization

Kenworthy employer centralization. Index with 3 categories. 1 = no peak employer confederation. 2 =
peak employer confederation exists but has none of the powers/resources listed under 3 below. 3 = peak
employer confederation exists and has one or more of the following: power of appointment of affiliates,
veto over wage agreements, veto over lockouts, confederation has its own conflict funds. The scoring
for thisindex differs from that of Kenworthy union centralization for two reasons. First, while all of the
countries have a peak union confederation, some do not have a counterpart business confederation.
Second, there is little variation among countries that do have a peak business confederation in the
number of powers/capacities held by the confederation. 16 OECD countries; 1950-92. Source:
Kenworthy (2000). Constructed from data in Golden, Lange and Wallerstein (1997, variables =
EMCONV1, EMCONV2, EMCONV 3, EMCONV4, EMCONVS5).

Traxler-Blaschke-Kittel (TBK) employer centralization |. Associationa centralization: largest employer
peak organization. The largest employer peak's forma power vis-avis its direct affiliates is contingent
on its right to (1) conclude collective agreements on behalf of its affiliates; (2) receive a share in dues
collected by affiliates; (3) have its own fund for industrial action; (4) veto collective agreements signed
by affiliates; (5) veto lockouts by affiliates; (6) participate in demand formulation and/or bargaining of
affiliates; and (7) on the peak's obligation to submit the ratification of collective agreements to a
membership ballot. Since the peak's formal powers increase with the number of rights and decrease
with obligations, in constructing the aggregate index of the peak's formal power the authors code yes =
1 and no = O for items 1-6 ,and yes = 0 and no = 1 for item 7. Scored O if there is no employer peak
organization. 20 OECD countries; 1970-98. Source: Traxler, Blaschke and Kittel (2001, pp. 310, 49,
variable = ECENP).

Traxler-Blaschke-Kittel (TBK) employer centralization 1. Associationa centralization: direct affiliates
of the largest employer peak. The affiliates formal power is contingent on their right to (1) conclude
collective agreements on behalf of their members, (2) have their own fund for industrial action, (3) veto
collective agreements signed by any lower-level bargaining unit, (4) veto lockouts by an lower-level
unit, (5) participate in demand formulation and/or bargaining of lower-level units, and (6) on the
affiliates obligation to submit the ratification of collective agreements to a membership balot.
Constructed in a way analogous to their ECENP measure (see above). Scored 0 if there is no employer
peak organization. If the formal power varies across the affiliates, the measure refers to the most
common pattern or the most influential affiliate. 20 OECD countries; 1970-98. Source: Traxler,
Blaschke, and Kittel (2001, pp. 310, 49, variable = ECENA).

Traxler-Blaschke-Kittel (TBK) employer centralization IIl1. Associational centralization: control of
employer organizations over member firms under the umbrella of the largest peak. Formal control over
member firms decreases when the latter are entitled to (1) obtain the status of a 'non-conforming'
member generally not subject to collective agreements signed by the association; (2) conduct separate
negotiations on their own when a collective agreement by the association is not in line with the firm's
interest; (3) autonomously organize industrial action; (4) pay their employees more than the amount
fixed by the collective agreement signed by the association. Aggregate index of items 1-4 each coded
yes = -1, no = 0. Scored —4 if there is no employer peak organization. Reference is to the most common
pattern or the most influential affiliate in the case of intra-confedera variation. 20 OECD countries;
1970-98. Source: Traxler, Blaschke and Kittel (2001, pp. 310, 49, variable = ECENF).

Traxler-Blaschke-Kittel (TBK) employer centralization 1V. Employer peak control over lower
hierarchical levels. aggregate index derived from scores for their ECENP, ECENA (items 3-6), and
ECENF measures (see above); standardized to the 0-1 interval. Employer centralization increases with
score. 20 OECD countries; 1970-98. Source: Traxler, Blaschke and Kitte (2001, pp. 310, 49,
variable = ECEN).
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Wage-Setting Arrangements

Wage Centralization

Cameron wage centralization. Index ranging from 0 to 1. "Nations were assigned values between 0 and
1.0 on a seven-point scale that, in ascending order, moves from restricted collective bargaining (asin
Spain in the Franco era), to highly decentralized company-level bargaining with company unions, to
decentralized bargaining with national unions, to partialy centralized bargaining with company and
regiona or multi-employer negotiations, to partia industry-wide bargaining, to full industry-wide
bargaining, and finally to industry-wide bargaining with economy-wide formally negotiated
agreements.” 18 OECD countries;, 1965-80 (time invariant). Source: Cameron (1984, pp. 164-65,
variable = scope of collective bargaining).

Calmfors-Driffill wage centralization. Rank ordering (we reversed the scores so that higher scores
indicate greater centralization) based on the degree of coordination within central organizations of labor
and business and the degree of cooperation between such organizations. 17 OECD countries; no years
specified (time invariant). Source: Calmfors and Driffill (1988, pp. 18, 52-53).

OECD wage centralization. Index ranging from 1 to 3. 19 OECD countries; 1980, 1990, and 1994.
Source: OECD (1997, p. 71).

Golden-Lange-Wallerstein (GLW) involvement by union and employer confederation(s) in wage setting.
Index with 11 categories: 1 = Confederation(s) uninvolved in wage setting in any of the subsequent
ways. 2 = Confederation(s) participates in talks or in formulation of demands for some affiliates. 3 =
Confederation(s) participates in talks or in formulation of demands for all &ffiliates. 4 =
Confederation(s) negotiates non-wage benefits. 5 = Confederation(s) negotiates a part of the wage
agreement, such as the cost-of -living adjustment. 6 = Confederation(s) represents affiliates in mediation
with centralized ratification. 7 = Confederation(s) represents affiliates in arbitration. 8 =
Confederation(s) bargains for affiliates in industry-level negotiations. 9 = Confederation(s) negotiates
national wage agreement without peace obligation. 10 = Confederation(s) negotiates national wage
agreement with peace obligation. 11 = Confederation(s) negotiates national wage agreement with limits
on supplementary bargaining. 16 OECD countries; 1950-92. Source: Golden, Lange and Wallerstein
(1997, variable = CONINV); for discussion see Wallerstein (1999).

Golden-Lange-Wallerstein (GLW) government involvement in wage setting. Index with 15 categories:
1 = Government uninvolved in wage setting. 2 = Government establishes minimum wage(s). 3 =
Government extends collective agreements. 4 = Government provides economic forecasts to bargaining
partners. 5 = Government recommends wage guidelines or norms. 6 = Government and union negotiate
wage guidelines. 7 = Government imposes wage controls in selected industries. 8 = Government
imposes cost-of-living adjustment. 9 = Formal tripartite agreement for national wage schedule without
sanctions. 10 = Forma tripartite agreement for national wage schedule with sanctions.
11 = Government arbitrator imposes wage schedules without sanctions on unions. 12 = Government
arbitrator imposes national wage schedule with sanctions. 13 = Government imposes national wage
schedule with sanctions. 14 = Formal tripartite agreement for national wage schedule with
supplementary local bargaining prohibited. 15 = Government imposes wage freeze and prohibits
supplementary local bargaining. 16 OECD countries; 1950-92. Source: Golden, Lange and Wallerstein
(1997, variable = GOVIN); for discussion see Wallerstein (1999).

Golden-Lange-Wallerstein (GLW) overall wage centralization. Index with 4 categories. 1 = Plant-level
wage setting. 2 = Industry-level wage setting. 3 = Centralized wage setting without sanctions. 4 =
Centralized wage setting with sanctions. 16 OECD countries; 1950-92. Source: Golden, Lange, and
Wallerstein (1997, variable = BARGLEV); for discussion see Wallerstein (1999).
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Iversen wage centralization. Index ranging from 0 to 1 (actua range of scores is from .071 to .654).
Calculated as > (w; pzij)m, where w; is the weight accorded to each bargaining level j (2w, =1) and p; is
the share of workers covered by union (or federation) i at level j. (The square root is used simply to
heighten somewhat the difference in scores between decentralized cases.) The index combines a
measure of the prevalent level of bargaining (w;) with a measure of union concentration (p;). There
are7 weight scores for bargaining level (each with a weight for centraized, intermediate, and
decentralized, respectively); these are listed in the text. 16 OECD countries; 1973-93. Source: Iversen
(1999, pp. 48-57, 83-85; data at http://www.people.fas.harvard.edu/~iversen).

Traxler-Blaschke-Kittel (TBK) wage centralization. Index of centralization of bargaining level, with
ranking based on the most important level and special scores in case of equally important levels. There
are 12 categories; these are listed in the text. 20 OECD countries, 1970-98. Source: Traxler, Blaschke,
and Kittel (2001, pp. 114, 307, variable = BCEN).

Wage Coordination

Crouch wage coordination. Dichotomous measure: 0 = Uncoordinated ("liberal"). 1 = Coordinated
("neocorporatist”). 18 OECD countries; no years specified (time invariant). Source: Crouch
(1985, p. 117).

Soskice wage coordination. Index ranging from O to 5. United States and United Kingdom (0): zero
employer and union coordination. France (1.5): tacit government coordination via public services and
large nationalized industry sector. Italy (2): informal employer coordination via big employers,
especialy Fiat, IRI, and some regional employer associations; some help from union confederations,
CGIL and CISL. Netherlands (3): strong employer organizations and informal coordination between
giant companies, occasional differences between giants and industry organizations, medium union
coordination. Germany (3.5): strong employer organizations, with considerable coordination across
industries; medium-strong union coordination. Sweden (4): powerful centralized employer
organization; generaly strong coordination across industries, with some divergence of interests;
centralized union confederations with some internal conflicts. Norway (4): as Sweden, with government
playing an additional coordinating role. Switzerland (4): very powerful employer organizations, playing
tacit coordinating role; unions weak and pliant. Austria (5): very powerful union, with centralized
coordinating role; medium-strong employer organizations. Japan (5): very powerful tacit employer
coordination across large companies, in more or less centralized way, with backing from industry
employer organizations, weak and pliant unions. 11 OECD countries; mid-to-late 1980s (time
invariant). Source: Soskice (1990, p. 55).

Layard-Nickell-Jackman wage coordination. Index ranging from 2 to 6. Sum of index for coordination
by unions and index for coordination by employers, each of which ranges from 1 to 3. 20 OECD
countries; 1983-88 and 1989-94. Source: Layard and Nickell (1994, p. 277); Nickell (1997, pp. 26, 63).
Both draw on Layard, Nickell and Jackman (1991, Annex 1.4).

OECD wage coordination. Index ranging from 1 to 3. 19 OECD countries; 1980, 1990, and 1994.
Source: OECD (1997, p. 71).

Hall-Franzese wage coordination. Index with 5 categories: 0, .25, .50, .75, 1.0. 21 OECD countries,
195590 (time invariant). Source Hal and Franzese (1998, data at http://www-
personal .umich.edu/~franzese, variable = HCWB); for discussion see Hall and Franzese (1998, p. 516).

Traxler-Blaschke-Kittel (TBK) wage coordination mode. Categorica classification of the "mode of
macro-coordination of wages," as listed in the text. 20 OECD countries: 1970-98. Source: Traxler,
Blaschke and Kittel (2001, pp. 150, 308, variable = BMO).

Kenworthy wage coordination. This variable represents a set of predictions about the degree of
coordination likely to be generated by wage bargaining arrangements in various countries. Index with 5
categories, scores are listed in the text. 18 OECD countries; 1960-2000. Source: Kenworthy (20014).
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Participation in Public Palicy

Lehmbruch corporatist concertation. Classification based on the nature of trade union participation in
public policy formation. pluralism (United States, Canada, Australia, New Zealand): predominance of
pressure groups, low degree of effective participation by unions; weak corporatism (United Kingdom,
Italy): ingtitutionalized participation of organized labor in the formation and implementation of policies
in certain limited sectors of policy or only in specific stages; medium corporatism (Ireland, Belgium,
Germany, Denmark, Finland, Switzerland): sectoral union participation with broader scope of collective
bargaining plus attempts at concerted incomes policy; strong corporatism (Austria, Sweden, Norway,
Netherlands): effective participation of labor unions (and organized business) in policy formation and
implementation across those interdependent policy areas that are of centra importance for the
management of the economy; concertation without labor (France, Japan): specia cases of cooperation
between the government and 'big business. 16 OECD countries; no years specified (time invariant).
Source: Lehmbruch (1984).

Lijphart-Crepaz corporatism. Average of 12 expert scores on policy formation and interest
intermediation (validity problems!). 18 OECD countries; approximately 1950-80 (time invariant).
Source: Lijphart and Crepaz (1991).

Hicks and Kenworthy cooperation between government and interest groups. 3-point scae (0)
relatively cooperative interaction between cohesive government agencies and coordinated business and
labor organizations; (0.5) moderate cooperation; and (1) relatively combative, conflictual relationship[s]
between fragmented state agencies and interest group organizations. 18 OECD countries; 1960-89.
Source: Hicks and Kenworthy (1998, pp. 1642-43).

Saroff integrated economies. 3 dimension of the synthetic index of corporatism refer to policy
formation. (&) The nature of conflict resolution focuses on the way in which the state and the labor
market associations coordinate their policies: 5 = bargained or networked; 4 = bargained or networked
with some state imposition of policies or some pluralism; 3 = plurdist or liberal (hands-off state); 2 =
statist, with some inclusion of economic actors; or pluralist, with some state imposition of policies; 1 =
statist. (b) Generalized political exchange: 5 = extensive, both at the sectoral and the nationa level; 4 =
extensive at either the sectoral or the national level; 3 = formerly extensive but now clearer weaker in
various ways and various levels; 2 = incipient or weak; 1 = none. (c) The general nature of public-
private interaction: 5 = concordance (encompassing co-ordination); 4 = strong corporatism; 3 =
moderate corporatism; 2 = weak corporatism; 1 = pluralism. 24 OECD countries, four periods from late
1960s to mid-1990s. Source: Siaroff (1999).

Boreham-Compston labor participation in public policy making. 10-point scale ranging from systemsin
which union confederations formally participate in policy formulation across three or more policy areas
on aregular basis (highest scores) to systems in which some unions are involved in policy consultations
but no input is sought from the major confederations. 11 OECD countries, 1973-86. Source: Boreham
and Compston (1992).

Compston labor participation in public policy making. Drawing from Boreham and Compston (1992)
and Compston (1994, 1995a, 1995b). 10-point scale, ranging from no participation (0) via narrow
consultation (1-3), broad consultation (4-6) and narrow agreement (7-8) to broad agreement (9-10).
13 OECD countries; 1970-92. Source: Compston (1997).

Traxler-Blaschke-Kittel (TBK) associational participation in state regulation. Aggregate index based
on dichotomous scores of the participation of trade unions in particular policy areas. 20 OECD
countries; 1970-96. Source: Traxler, Blaschke, and Kittel (2001).

Talos-Kittdl associational participation. 8-point ranking based on accordation, concertation, and
involvement, used for a comparison of 145 law-making processes in various policy areas in Austria, late
1960s to 2000. Each individual law-making process has been coded. Source: Tdos and Kittel (2001).

Working Paper No. 5 29



Firm-Level Representation

Kittel institutionalized firm-level worker representation. 10-point scale derived from three elements:
(1) legal foundation (law = 4 points; collective agreement = 2 points; firm-level agreement = 0 points);
(2) information right and cooperation duty of works councils (each 1 point); and (3) veto rights of
works councils (for each of 8 areas 0.5 points). 20 OECD countries; 8 periods, 1970-96. Source: Kittel
(20004).

Kittel firm-level collective agreements. Dichotomous measure. O if firm-level agreements do not have a
legal basisand 1 if firm-level agreements are based on alegal provision. 20 OECD countries; 8 periods,
1970-96. Source: Kittel (2000a).
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