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This book is about employees’ participation programs in work organi-
zations. The theme is an old one in the social sciences, and its multidi-
mensional and enigmatic character both attracts and frustrates
researchers. Similar to some other fuzzy concepts in the social sciences,
it lacks ontological and epistemological consensus on its definition,
measurement, and application. This is evident in recurrent debates
among researchers on the assessment and interpretation of research
findings in the field. Despite extensive research in field, participation in
work organizations still has ill-defined status as a subject of rigorous
academic inquiry. This should not surprise any student of participation.
Its interdisciplinary character; its ideological, political, and managerial
biases; its being a subject of uneasy discourse among scientists and
practitioners; its cultural diversity; its different historical contexts—all
these distinctive factors hinder attempts at integration.

Yet, is integration needed? The correct answer is Yes and No.
Yes, because integrative and coherent sets of concepts, tools, and

theories enable us to focus on specific problem areas and enhance the
accumulation of valid, reliable, and useful information within the
research community. To paraphrase Kuhn’s terminology, it also better
exhausts the knowledge paradigm, and the body knowledge is thus
more systematic and comprehensive.

No, because the cost of integrating a diversified and immature field
might be too high in terms of oversimplification and reductionism. Also,
ignoring too many specific aspects and unique cases may undermine
the application utility of the field, and consequently violate the famous
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dictum of Kurt Lewin—that nothing is more useful than a good theory.
So, the attempt of integration in the case of participation is perhaps
noble, but is not necessarily worthwhile and there are risks.

However, the four parts of this book are an attempt to navigate this
intellectual stormy ocean. Part I surveys the intellectual and pragmatic
roots of participation programs in work organizations and maps the
main forms and practices of these programs. Part II, a historical dimen-
sion, divides the period after World War II into “two generations”: The
first generation is the first three decades after the war, in which the
dominant and popular programs in many countries were of the “indi-
rect workers’ participation” type. The second generation belongs to the
last decades, and is characterized by the “direct participation” type. The
analytical tool in this part is a presentation of “major players” in each
generation, as strong examples.

An attempt is made in Part III to construct a general model to explain
the emergence, development (or degeneration), and performance of
any participation program in work organizations. In the framework of
this model, participation programs are perceived as open systems,
which first, have to survive and second, have to contribute useful prod-
ucts to their context environment. Five components are identified as
indispensable and necessary to any participation program, albeit with
many possible options and configurations. These components are
goals, support, participants, participatory practices, and contributions.
The five components constitute a core program, which is practiced in
four context areas: strategy, individual, organizational, and perform-
ance. With a small set of variables, the model enables us to better
understand the rich world of participation programs that is described in
the book. Nevertheless, two case studies are presented in detail as
examples of the model’s potential and as an invitation to further elab-
oration and refinement of studies of participation.

The conclusion in Part IV attempts to look at the future of participa-
tion programs as an organizational and social phenomenon.

2 Introduction



Workers’ or employee participation belongs to a family of themes,
including industrial democracy, employee involvement, autonomous
work group, and self-management. Each of these ideas is complicated
and has a unique history. Different people define each theme in a dif-
ferent way. This may explain the convergence, in which academic dis-
cussions have been mingled with political propaganda, labor and
management philosophies, and practical programs of participation.
However, the common ground of all this intellectual and organizational
thinking and experience is a realization that there are basic human and
organizational problems that need solutions in the world of work.

There is another related family that I shall not discuss in this book,
and that is participation as a desired way of life, as an end worthy for
its own sake in all spheres of life—in work, in consumption, in educa-
tion, in culture, and in every aspect of social life. The variety of orga-
nizational forms that have been built on this ideal is spread from
“weak” forms of productive and consumptive cooperatives to “strong”
forms like the Israeli kibbutz and other communes. The ideal of the
participatory commune is not a “solution” to the industrial civilization,
to use Elton Mayo’s term. It is an alternative. However, the reader may
get a flavor of this alternative from the Mondragon case in Appendix C.

Part I

Participation Programs: 
Mapping the Field





There are three problem areas at the workplace level that require par-
ticipatory solutions:

1. Industrial democracy and power sharing at the workplace level

2. Reduction of work alienation1

3. Effective human resource management

INDUSTRIAL DEMOCRACY

The problem with democracy at the workplace stems from a lack of
equality of rights and political opportunities for employees. This
inequality is in contrast with the formal equality in the world outside
the workplace—the civil society. Not surprisingly, industrial democracy
and workers’ participation are ideas that were developed during the
Industrial Revolution and the emergence of the democratic nation state.
The year 1830 is a landmark in the Industrial Revolution: “What is cer-
tain is that by 1830 Britain had, in one way or another, obtained a body
of wage-paid workers, acclimatized to factory conditions and able to
move from place to place, and from employment to employment”
(Ashton, 1948, 125–126).

What seemed to Ashton as acclimatization, namely, adaptation and
acceptance of the existing reality by people who lacked other ways to
make a living, was evaluated by Crossland as the origin of the ideas
about industrial democracy and workers’ participation: “Historically, the
aspiration towards a ‘justier’ organization of industry has been
enshrined in the demand for industrial democracy or workers’ control.

Chapter 1
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This has a long history in the Labour Movement, stretching back to
Owen’s ambitious Operative Builders’ Union . . .” (Crossland, 1963,
257).

The aspiration for a just industry was followed by a challenge against
the ideology of the new industrial order and the changes in the social
status of workers. The essence of these changes was the disengagement
of the new employers from the older social and moral responsibilities
to the lower classes, now comprising most of the new industrial work-
force. New ideologies or new myths justified this disengagement: “The
Industrial Revolution and the breakdown of the traditional way of life
were justified by the religious ethics (the Protestant ethics) . . . and the
scientific explanations for the achievement of economic success (the
Social Darwinism)” (Herzberg, 1966, 33–34).

However, the workers in this system refused to play the assigned
role (Herzberg, 1966): “But, as time passed, the workers could not tol-
erate a system in which most of them were defined as unfit and
damned and their ill treatment by management so justified.” The
workers had another strong reason to resist the new managerial ide-
ologies. These ideologies were incompatible with the no less effective
ideals of the time—those of democracy. Thus, the class struggle was
fueled not only by the conflict in the production relations but also by
the conflict between the production relations and the ideal of democ-
racy: “The revolutionary threat to an emerging industrial society
involves the workers’ quest for civic recognition in that society; it
involves a struggle between classes over rights of which the workers
claim to have been deprived unjustly and which they seek to regain
through a political struggle for a more equitable distribution within
industrial society” (Bendix, 1956, 437). And Cole elaborates on this
intolerable deprivation: “No society can rest on a really democratic
basis unless it applies the democratic method to its industrial as well as
to its political affairs . . .” (Cole, 1957, 10).

Nominal participation in decisions that determine personal and col-
lective fate is a basic individual right in a modern society, although pro-
fessional officials and public representatives run state affairs. Cole
clarifies this delicate contradiction (Cole, 1957, 12): “No one expects the
ordinary voter to be equipped with the knowledge and capacity
needed for drafting a parliamentary bill, or even local government pro-
ject. What he is required to do as a participant in political action is to
vote . . . and to make his voice heard.”

Sartory (1965) and other political scientists, like Dahl and
Schumpeter believed that modern democracies ought to be indirect and
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governed by delegates, because history shows that democracies based
on direct participation turned out to be very fragile. However, Pateman
(1970, I, II), who made a most insightful analysis on workers’ partici-
pation and industrial democracy, suggested that representative democ-
racy cannot replace participatory democracy, namely, direct
participation of all employees in their workplace. Observing that rep-
resentative democracy in industry exists normally only through trade
unions outside the workplace itself, one cannot ignore the insufficiency
of this solution to the problem of industrial democracy. Strauss and
Rosenstein revealed this irony even in socialist circles: “Socialist writers
of the reformist school, such as the British Fabians and the German
revisionists, rejected the idea of workers’ control at the workplace level
as being incompatible with efficiency . . . Behind this rejection of direct
workers’ control was a mistrust of workers’ abilities to prefer the inter-
ests of the public to their own narrow ones” (Strauss and Rosenstein,
1970, 201).

This statement is not accurate regarding three famous Fabians: the
Webbs and G. D. H. Cole. Democratization of the workplace is central
to Cole’s theory. He rejects the Marxist solution on the one hand and
the Anarchist solution on the other hand: “What . . . is the fundamental
evil in our modern society which we should set out to abolish?” (Cole,
1975, 62). Cole assured us that many intelligent people would answer
wrongly (Cole, 1975, 65–66): “They would answer poverty, when they
ought to answer slavery . . . Poverty is the symptom: slavery the dis-
ease . . . .”

This is a political approach par excellence. Poverty is a superstruc-
ture in power relations, and as it is well known, an important part of
Cole’s solution is workers’ control in the workplace (in collaboration
with the employers, the consumers, and the government). Cole relied
on the work of Sidney and Beatrice Webb. Fritz Naftali (1944, 163) told
us that the term industrial democracy first entered the Labour
Movement’s vocabulary via the Webbs’s book with the same title. In
their book the Webbs claimed that trade unions in modern industrial
systems are exemplary democratic organizations (Webb, 1902, 847): “In
the Anglo-Saxon world of today [1897], we find that Trade Unions are
democracies: that is to say, their internal constitutions are all based on
the principles of ‘government of the people, by the people, for the
people’ . . . .”

They believed that a democratic regime in industry is possible if an
economic, social, and political equilibrium is attained among con-
sumers, producers, workers, and the government (Webb, 821–822):

Problem Areas and Definitions 7



“Thus, it is for the consumers . . . to decide what shall be produced. It
is for the directors of industry to decide how it shall be produced . . .
and it is for the expert negotiators of the Trade Unions . . . to state the
terms under which each grade will sell its labor . . . To its (the com-
munity) elected representative and trained civic service is entrusted the
duty of . . . considering the permanent interests of the State as a whole.”

Thus, I believe that the Fabians were the first to suggest a compre-
hensive democratization program in industry. Although Guild Socialism
and workers’ control according to Cole’s program were never attained
anywhere, Blumberg (1968, 193–195) suggested that the self-manage-
ment system of Yugoslavia before that country’s disintegration was
inspired by the Fabian thinking.

Nevertheless, industrial democracy and workers’ participation have
become relevant only after World War II, and not before the disillu-
sionment of other measures of democratization in industry, namely,
recognition of labor unions and/or nationalization of major industries
in many countries (Blumberg, 1968, 2). Apparently, these policies have
not changed the basic lack of democracy beyond the gates of work
organizations. In some countries the cost of labor union recognition in
“democracy currency” was detrimental. In the United States, the cost of
recognition in labor unions, as expressed in Wagner Law (1935), was
prohibitive to the institution of industrial democracy on the workplace
level. This was the conclusion of a symposium held by the Woodrow
Wilson Center for International Scholars, which has been summarized
and edited by Lichtenstein and Harris (1993). Thus, for example, David
Montgomery showed there (Lichtenstein and Harris, Chap. 2) how the
term industrial democracy was first used by trade unionists to describe
their conception of the workplace based on social and political demo-
cratic principles. But the National Association of Manufacturers made
this term synonymous with the “open shop” policy that was aimed at
undermining the unions’ power.

Thus, oligarchy and bureaucratic rule have continued to control the
workplace—private or public, unionized or not—and the demand for
industrial democracy and workers’ participation has not vanished.

WORK ALIENATION

Workers’ alienation inspires many programs of workers’ participa-
tion, because the programs are based on the hope that alienation can
be reduced, if not eliminated, through participation. Marx was the first
to discuss work alienation comprehensively. Unlike many philoso-
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phers and social thinkers of his time, he identified the alienation as a
psychological problem and not as a political one. Political privileges
as part of power are superstructures above the production relations,
not vice versa. The class struggle is over control of the means of pro-
duction. However, at the individual worker’s level, the problem is a
lack of meaningful life, a lack of opportunities to be a full creative
person (Homo Faber).As a human being, a worker aspires to self-
expression via processing his or her physical and intellectual envi-
ronment. However, this aspiration is abandoned in the mass
production relations and therefore is doomed to alienation, and in
Marx’s words:

In what does . . . alienation of labor consist? First, that the work is external to

the worker, that is not part of his nature, that consequently he does not fulfill

himself, has a feeling of misery, not of well-being, does not develop freely a

physical and mental energy, but is physically exhausted and mentally debased.

The worker, therefore, feels himself at home only during his leisure, whereas at

work he feels homeless. His work is not voluntary but imposed, forced labour.

It is not the satisfaction of a need, but only a means for satisfying another need.

Finally, the alienated character of work for the worker appears in the fact that

it is not his work but work for someone else, that in work he does not belong

to himself but to another person (Coser and Rosenberg, 1976, 378).

So, for Marx there are four objects of alienation: the product, which
is produced by the worker; the process of which the worker is a part;
the worker’s personality; and the workplace’s social environment. Marx
elaborated largely on the first three objects, which reflect two major
facets of alienation: meaninglessness of work and powerlessness of the
worker in the prevailing production relations. The worker has no con-
trol over the kind, quantity, and quality of the product that he or she
produces. These are dictated by the capitalist and managerial system
and by the mass production technology. In this system workers are
forced to ignore their most basic personal needs, and to fit themselves
into an alien coercive system (Schacht, 1970, 115–119).

Workers’ social disengagement and loneliness, which are expressed
in the social alienative character of the workplace, are mainly negative
side effects, which need their separate treatment, but are not the social
disease itself. Marx did not ignore the social needs of the worker.
However, this category in his alienation theory remained underdevel-
oped, and only later works in the field have elaborated this dimension
(Schacht, 1970, 168–173). 

Problem Areas and Definitions 9



Many students of alienation have adopted the anthropological image
of the Homo Faber as a departure point. However, they explored social
belonging and identification as additional dimensions of alienation. The
lack of these elements is thought to be just as serious as powerlessness
and meaninglessness, to take two of the five major types of alienation
that have been formulated by Seeman (1959). Accordingly, the human
problem of the worker is not merely the inability to be creative in his
or her work, but also the lack of supportive and challenging social
framework. Blauner (1964), who examined empirically the alienation
typology of Seeman, explicates these added elements (Blauner, 1964,
6): “Alienation exists when workers are unable to control their imme-
diate work processes, to develop a sense of purpose and function
which connects their jobs to overall organization of production, to
belong to integrated industrial communities, and when they fail to
become involved in the activity of work as a mode of personal self-
expression.”

In a series of four case studies of work under different technologies,
Blauner made a strong case for the importance of technology among
determinants of work alienation. However, in his particular analysis of
textile work, in one of the four cases he did not find as high a level of
alienation as his theory had projected, and the technology factor
proved inadequate. He argued that many textile workers worked only
for wages, without an intrinsic orientation to work. Therefore, they did
not find the objective, alienating conditions of their work as hard to
take. Moreover, many textile workers derived their life’s real meaning
through the closely connected mill communities, their families, and
their traditional way of life. These social bonds mitigated the dissatis-
fying work and the expected work alienation. Blauner concluded that
for the textile workers the more pervasive dimensions were isolation
and self-estrangement. In reassessing Blauner’s study in the textile
industry (based on 1947 data), Leiter (1985) replicated most of Blauner’s
findings, but his explanations for less alienation among “traditional”
workers (women, Southerners, etc.) were unsupported.

The multifaceted approach of Seeman and Blauner is not typical of
the alienation literature, in which there is a split between the psycho-
logical and the sociological approach. Both Schacht (1970, 161–164)
and Israel (1971) noticed in their profound analyses, that a contradic-
tion exists between the concept of alienation in the writings of psy-
chologists like Fromm (1955) or Riesman (1961) and those of
sociologists like Durkheim, Mayo, Parsons, and Merton. From a psy-
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chological point of view, a major symptom of alienation is conformity
in the modern mass society. Conformity is a danger to a person’s
uniqueness and creativity, and, thus a danger to his or her well-being.
For Durkheim and Mayo, conformity was a desired state. They worried
more about the social well-being. Therefore, they saw a danger in the
absence of strong centers for social conformity and identification. They
were concerned about anomic disintegration of social institutions in the
era of industrialization, specialization, and bureaucratization (Mayo,
1945, Chap. 1). From a different point of view, Parsons aimed at the
same concept when he defined alienation as the inability to integrate
in the social structure and to internalize societal values and norms. His
definition of alienation (1951, 233) is “A possible product of something
going wrong in the process of value acquisition through identification.”

Felix Geyer and Walter Heinz (1992), in an assessment of the state
of alienation research, defined alienation as an umbrella concept,
uniting loosely related dimensions. Accordingly, Marxists, who tended
to consider alienation as an objective state, criticized Seeman for con-
centrating too much on subjective states of individuals, such as their
feelings of powerlessness, and neglecting their reality and the social
structures that cause these feelings. Anyway, research showed conver-
gence of the various approaches and attempts at discovering strategies
for de-alienation, such as participation and self-management.
Eventually, the differences between the psychological approach and
the sociological approach became, perhaps, blurred. The apparent con-
tradictions may result from a different level of analysis of the same phe-
nomenon. For example, workers’ participation may be used as a cure
to the alienation disease, which has both psychological and sociolog-
ical pathologies.

An integrative approach of this sort was proposed in the human
motivation theory of Abraham Maslow (1943). He identified five groups
of human needs: physical existence, security, belonging, social recog-
nition, and self-actualization. He hypothesized that these groups of
needs are arranged in a hierarchy, in such a way that there are lower
needs and higher needs. The higher needs are addressed only when
the lower ones are satisfied. Thus, humans are motivated to satisfy their
basic physical and security needs. Only then arise the relatedness needs
(belonging and social recognition), and, finally, when all other needs
are met, the self-actualization needs become operative.

The original notion of Maslow’s hierarchy of human needs was not
substantiated empirically.2 However, it offered an interesting solution to
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the multiple facets of work alienation. Westley (1972) used this model
in analyzing workers’ participation programs. He suggested that in poor
countries, which employ poorly educated and unskilled workers, the
workforce interest in participation programs would be low, because
workers struggle for survival, and will not be attracted by programs that
offer mainly social and psychological rewards. On the other hand,
workers in richer countries, where they are more educated and estab-
lished, may respond more favorably to social and psychological bene-
fits of these programs. 

Blumberg suggested a different solution, a sociological one and basi-
cally positivist. He defined alienation as a state of dissatisfaction in
work on several dimensions, partly objective (absenteeism, turnover,
industrial relations conflicts, etc.), and partly subjective (job attitudes,
morale, etc.). In an in-depth survey of three decades of research he
summarized (Blumberg, 123): “There is hardly a study in the entire lit-
erature which fails to demonstrate that satisfaction in work is enhanced
or that other generally acknowledged beneficial consequences accrue
from genuine increase in workers’ decision-making power . . . .”

Thus, Blumberg generalized states of alienation to feelings of dissat-
isfaction, and then cited rich evidence to support the idea that work dis-
satisfaction can be reduced by workers’ participation. He also suggested
that reducing alienation by increasing workers’ power in decision
making is more effective in reducing alienation than other solutions,
such as automation, job redesign, and nonwork alternatives (Blumberg,
Chap. 4).3 Support for Blumberg’s argument was found in numerous
studies. Argyris (1973), for example, cited findings from the industrial
clinical psychology, which pointed to the limitations of solutions for
clinical problems of workers who lack genuine participation in deci-
sion-making. Parnell and Bell (1994) brought a newer array of studies
that support Blumberg and Argyris.

However, this picture does not tell the whole story. There are studies
of that time, which did not support Blumberg’s claim; some actually
contradicted it. Obradovich (1970), for example, tested Blauner’s thesis
in Yugoslav industrial enterprises under the regime of self-management,
and did not find the expected reduction in feelings of alienation. He
proposed the explanation that work is not a central life interest to most
workers, and even an extremely participatory program, like the
Yugoslav, cannot cure feelings of alienation. Dun (1973) also cited
studies that do not support Blumberg’s thesis. Yet, the mainstream of
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the theoretical and practical preoccupation with participation holds the
tenet of participation as a cure for work alienation.

EFFECTIVE HUMAN RESOURCE MANAGEMENT

The sociological and psychological literature, and to a certain degree
the political science literature as well, is concerned with participation
as a solution to problems of equality, freedom, individual self-fulfill-
ment, and the well-being of the working community. However, the
organizational and managerial literature is more skeptical and critical of
this solution and is inclined to highlight the constraints and limitations
of any participatory solution on the workplace level.

Taking the managerial point of departure, one may start with the
employers. In the beginning of the twentieth century, the common
assumption among employers and managers was that everyone in the
work organization—entrepreneurs, managers, as well as workers—are
Homo economicos, whose sole interest is profit or wages maximization.
Therefore the implied action to be taken was to maximize productivity
and efficiency (Wren, 1972, Part II). This was the basic premise of the
scientific management movement, led by Frederick W. Taylor and
others in the first decades of the twentieth century. They asserted that
workers would not be interested in decision-making or other manage-
rial responsibilities, and would be satisfied with appropriate material
rewards for their efforts. 

This instrumental philosophy was espoused by the antidemocratic
view of work organizations of that time. Max Weber and Robert Michels
were among the first to discuss the question of compatibility between
bureaucracy and democracy.4 They identified the potential conflict
between the efficiency principle of the bureaucratic administration,
based on hierarchy, specialism, and technical expertise, and the demo-
cratic principle of government, based on equality and freedom. Here is
Michels’ famous “iron law of oligarchy” (1962, 365): “It is organization
which gives birth to the dominion of the elected over the electors, of
the mandataries over the mandators, of the delegates over the delega-
tors. Who says organization, says oligarchy.”

Weber was less determined in his conclusions. He emphasized the
technical mechanism of the bureaucratic regime, and did not see such
an a priori incompatibility. At this point we may listen to Mouzelis
(1975, 26): “Despite Weber’s pessimism as to the long term conse-
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quences of bureaucratization and his fears about the decline of democ-
racy and individual freedom, he was cautious enough not to draw def-
inite and dogmatic conclusions as to the future dominance of
bureaucracy.”

Lipset et al. (1956), Wilensky (1956), Edelstein (1967), and others
showed in their studies that the iron law of oligarchy is not absolute,
and that there are important exceptions to this “law” in several modes
of coexistence between democracy and bureaucracy. However, they
concluded that there were still strong tendencies of oligarchy and
bureaucracy in modern organizations. This conclusion is a logical result
of the Weberian model itself. In this model there is no room for partic-
ipation and democracy in organizations. Actually, there is no room even
for more basic psychological and social needs of individuals and
groups, or for their political rights. This is because the organization is
no more than a legal-rational tool to achieve goals that are set from the
outside. Employees accept these goals in advance, before entering the
organization, and they are recruited according to their specific skills and
abilities.

The impersonal employment contract resolves in advance and in a
rational way all the problems of motivation, coordination, rewards, and
conflict of interests. It leaves very narrow space for interpersonal nat-
ural friction. But even this space is managed rationally and formally by
a disciplinary mechanism. The model assumes that people voluntarily
enter these contractual relations, and accept the whole package of rules
and organizational duties, statuses, present and future roles, and pro-
motion and rewards.

This conception of the organization as a nonpolitical entity, lacking
personal ambitions, posits the question of participation and democracy
in organizations as redundant and artificial. A prominent representative
of this attitude is the sociologist Talcout Parsons. He described the
formal organization as a hierarchic system, with three subsystems to
deal with the technical, managerial, and institutional functions. Each
subsystem has its own tasks, areas of responsibility, performance and
command authorities, and appropriate rewards. Up to this point, this is
a Weberian approach par excellence.

However, what Weber formulated as probabilistic tendencies was
assumed explicitly by Parsons. For him, employee involvement is
needed anyway at all organizational levels, and is achieved normally
through the functional division of labor, task requirements of coordina-
tion, and the work processes. Note his following description of the rela-
tionships between managers and operators in the organization
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(Parsons, 1960, Part I, 66–67): “The technical expert, in the nature of
the case participates in the technically crucial decision . . .the executive
has some kind of ‘last word.’ But this is a veto power, not a capacity to
implement, because the executive is powerless to implement or plan
implementation without the competence of the expert . . . .”

Thus, Parsons concluded that even in the bureaucratic organization
there are enough degrees of freedom for employees to be involved in
decision-making (Parsons, 69): “The institutionalization of the relations
must typically take a form where the relative independence of each is
protected. Since, however, there is an actual hierarchy, since in some
sense the ‘higher’ authority must be able to have some kind of ‘last
word,’ the problem of protection focuses on the status of the lower ele-
ments.”

This approach undermines the raison d’être of participation pro-
grams, because in these programs the working assumption is that the
“relative independence” of the “lower elements” is not institutionalized
naturally, and the relationships between the managerial level and the
executive level remain problematic. The lack of legitimization and insti-
tutionalization of employee participation was emphasized by other
thinkers in the field. For example, Barnard (1970, 66) recognized the
subjective character of coordination and participation, and the prepon-
derance [of willingness to cooperate] by “persons in a modern society
always lies on the negative side with reference to any particular existing
or potential organization.”

Barnard saw in coordination a key process in formal organizations,
which is achieved by three necessary and sufficient conditions
(Barnard, 65): “(i) there are persons able to communicate with each
other, (ii) who are willing to contribute action, (iii) to accomplish a
common purpose . . . .” This classical assumption has been supported
by many research studies, which put the organization, contrary to the
popular view and the theoretical reasoning of Parsons, in a vulnerable
position—in fact, at the mercy of its employees. Barnard (1966), Simon
(1976), Katz and Kahn (1966), and others defined this vulnerability in
terms of readiness of employees to contribute and to coordinate their
activities with colleagues and other parts of the organization. Therefore
they suggested participatory solutions to efficiency and high perform-
ance in organizations, as adaptive complementary devices to the
bureaucratic regime.

The reactions, however, to the scientific management and the
bureaucratic practices emerged, as is well known from within the world
of work and management. The Hawthorne experiments in the United

Problem Areas and Definitions 15



States in the 1930s, the studies of “The American Soldier” in World War
II, the Tavistock experiments in the British coal mines in the 1950s, the
sociotechnical projects in Scandinavia in the 1960s, the Human
Relations school—all these social and intellectual events changed the
thinking about the behavior of people in work organizations.
Scrutinizing the writings in this school may portray a shift toward
serious exploration of the feasibility of participatory solutions to the
problem of human resource management.5

CONCEPTS, DEFINITIONS, AND TYPES

Following the classical approach to management, Walker (1974, 9)
offered this definition to workers’ participation: “Workers’ participation
in management occurs when those below the top of an enterprise hier-
archy take part in the managerial function of the enterprise.” In a dif-
ferent way, French, Israel, and Aas (1960, 3) focused on “A process in
which two or more parties influence each other in making plans, poli-
cies or decisions . . . .” They stressed influence, not any specific man-
agerial function. They also ignored the basic structural different
positions of employees and management in the work organizations.
However, Pateman (1970, 68), who was very much aware of the hier-
archic structure of the production relations, built on this approach:
“This definition makes clear that participation must be in something, in
this case participation in decision making.” Then she developed a scale
of three degrees of workers’ participation (Pateman, 69–74):

1. Pseudo-participation. Mere feelings of workers that they participate in

decision-making, while in actuality no substantial changes are made in

their roles or in the power structure of the workplace.

2. Partial-participation. A real state of workers’ participation in decisions.

However, their participation is confined to minor issues in their imme-

diate work situation or work group, and no structural changes are made

to equalize workers’ responsibilities and rewards versus managers.

3. Full-participation. A full entry of workers and their delegates to all levels

of decision-making at the workplace.

In this famous definition we get a comprehensive view of a range of
possible configurations of participation programs: from merely partici-
pative style schemes to programs of full workers’ participation in man-
agement.
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Adizes (1972, 17–33) added to the definition matrix the concept of
industrial democracy. He differentiated between participation and
democracy. The former is entrance to decision-making roles, while the
latter is a socio-political structure, which enables equal opportunities to
this entrance. Indeed, Tannenbaum and Kahn (1958, 50) preceded him
on this point: “Participation is often equated with democratic operation
. . . however, democracy and participation refer to distinct phenomena.
Democracy and democratic processes refer to a type of control struc-
ture, that is, the way in which control is distributed and exercised in an
organization. Participation on the other hand refers simply to the formal
(and informal) entry of members into organizational roles and the
expenditure of individual energies in the playing of these roles.”

Pateman had a similar argument about the relationship between
workers’ participation and industrial democracy. Therefore, she pre-
ferred to look at the correlation between workers’ participation and
industrial democracy as a matter of empirical observation, rather than a
predetermined assumption (Tannenbaum and Kahn, 73): “In the indus-
trial context, the term ‘participation’ and ‘democracy’ cannot be used
interchangeably. They are not synonyms. Not only is it possible for par-
tial participation . . . to take place without a democratization of
authority structures, but it is also possible for full participation to be
introduced at the lower level within the context of a non democratic
authority structure overall.”

Some researchers equate participation with personal autonomy,
which is defined as the amount of freedom a worker has to carry out
the job (Spector, 1986). However, participation is distinct from
autonomy in that the former involves joint action among two or more
people while the latter is limited to the job incumbent to make his or
her own decisions. Therefore, participation has an interpersonal ele-
ment that is lacking in the concept of autonomy.

Recently, Glew et al. (1995) suggested a revised definition. First, they
pointed to the lack of a well-developed and widely accepted definition
of participation. They cited Dachler and Wilpert (1978, 1), who con-
cluded that “No clear set of questions, let alone of answers, which
begin to define the nature of the participation phenomenon are dis-
cernible.” Second, they synthesized some of the more commonly used
definitions in American studies: influence sharing (Mitchell, 1973); joint

decision-making (Locke and Schweiger, 1979); and employee involve-

ment in decisions (Miller and Monge, 1986). Third, they offered their
own definition: “A conscious and intended effort by individuals at a
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higher level in an organization to provide visible extra-role or role-
expanding opportunities for individuals or groups at a lower level in
the organization to have a greater voice in one or more areas of orga-
nizational performance.”

This definition encompasses participation efforts in a wide variety of
initiatives, which differ with respect to whether participation is forced
or voluntary, formal or informal, direct or indirect. Participation may
also vary in degree from simple consultation to full authority in deci-
sion-making, and in scope from a single project to all aspects of the
larger work environment. As a consequence, measures of participation
may vary substantially. Some would focus on the general participatory
culture in the workplace, while others would prefer to focus on the
specific arrangements and practices of participation.

Types of Participation Programs: A Synthesis

There are many ways to sort participation programs, and many
researchers have offered their own taxonomy or typology. In the 1970s,
when the focus of many programs was on participation in managerial
decision-making, it was popular to categorize programs according to
the decision issues and the organizational level at which decisions were
made. Such a typology is suggested by Guest and Knight (1979, 29) and
presented in Table 1.1.6 As we can see in Table 1.1, participation in
policy issues and managerial decisions can be done only through indi-
rect representative schemes, while work issues are the natural objects
of direct participation schemes.

In a more recent analysis, Knudsen (8–13) employed a similar
approach. However, he added a dimension of participation intensity,
and distinguished between decision powers and the importance of par-
ticipation issues. Thus, on this dimension he defined four issues: wel-
fare, operational, tactical, and strategic issues. He observed that
programs with a high priority on the issue dimension has a low priority
on the decision powers dimension, and vice versa. In practice, direct
participation programs with continuous, regular, and heavy load of time
and co-determination responsibilities can operate effectively only on
operational issues. On the other hand, participation in strategic issues
can be accomplished only in the weaker variety of consultation and
representative programs. A revised and simplified version of Knudsen’s
typology is shown in Table 1.2.

In Table 1.2 we can see that for all practical purposes it is sufficient
to stay with two basic types of participation: direct participation in
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operational issues and indirect participation in welfare and strategic
issues through consultation or co-determination.

The approach in this book is eclectic. The term “participation” is
used for a selection of ingredients of several definitions. For that pur-
pose, the approach of Glew et al. is appropriate. However, one basic
structural distinction is made and followed: the distinction between
indirect participation programs by representatives, focused on partici-
pation in decision-making (PDM) and programs of direct participation
on the job or in the work group (OJGP). These are two basic and imma-
nent strategies of participation in work organizations, and to a certain
extent, these are the difference between the first generation of workers’
participation programs and the second generation of employee involve-
ment programs. Bolweg (1975, 35) makes a distinction between these
two routes:7 On indirect participation: “Indirect forms of participation
include all processes and structures whereby workers’ representatives
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influence decision-making generally at higher organizational levels, on
the workers’ behalf . . . .” And on direct participation: “Direct partici-
pation focuses on the individual worker and the immediate work
group. Under direct participation the worker himself contributes to and
influences managerial decision making or executes himself functions
previously carried out by management . . . .”

Typologies and taxonomies are analytical tools to comprehend gen-
eral patterns in complicated phenomena. The cost of sorting by typolo-
gies is the loss of the richness, variability, and surprising facets of the
phenomenon under investigation. Therefore, I try to use the distinction
between indirect and direct participation programs in a loose way—as
a general framework in which a rich variety of subtypes and different
types of programs are identified, described, and analyzed. In the third
part of the book I suggest a theoretical model of participation pro-
grams, which enables this dialectical cohabitation of a simplified world
of direct programs versus indirect ones, and the reality of countless
forms and processes of participation programs.

NOTES

1. Leana and Florkowski (1992), who used the newer terminology,

employee involvement programs, defined the motive of human relations,

which derives its raison d’être from the work alienation school.

2. See, for example, Schneider and Alderfer (1973).

3. This is, of course, unacceptable for those who see in direct participa-

tion on the job or in autonomous work groups a better solution to the problem

of alienation, because it touches upon every worker’s job, with or without

organizational decision-making.

4. Their units of analysis were wider frameworks, such as the public civil

service (Weber) and social movements and political parties (Michels). I refer to

the workplace as the unit of analysis. However, I find that the analogy is appro-

priate.

5. For the present discussion, it may be sufficient to suggest several

authorities: Elton Mayo (1945), Douglas McGregor (1960), Fredrick Herzberg

(1966), and Rensis Likert (1961).

6. Other well-known typologies are those of King and van de Vall, 1969;

Tabb and Goldfarb (Galin), 1970, 19.

7. This resembles the distinctions of Lammers, Rosner, and others (per-

sonal communication) between political participation and motivational partici-

pation.
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Representative patterns of workers’ participation include arrangements
where workers’ representatives are connected to a trade union (through
membership in local shop committees or holding formal roles in the
union’s hierarchy) and patterns where there is no such institutional
attachment (Bolweg, 1975, 36). In the latter group we find various
arrangements of works council and management board participation.
However, it is not uncommon to find works councils, joint labor-man-
agement committees (JMC), and boards with union representatives or
observers.

WORKS COUNCIL

Works councils are joint agencies of employers and employees that
discuss labor-related issues such as working conditions, wages, job
security, health, and safety, and so on, within an enterprise. In some
cases they may conclude works agreements apart from collective labor
contracts. The members of works councils represent both union and
nonunion employees in an establishment. In many European countries
works councils are mandated by legislation, while they are almost non-
existent in North America. Joint labor-management committees in
American firms are fundamentally different from the European works
councils, because workers in these participation schemes have no
formal power independent of the employer.1

In a survey of works councils in Europe over a 45-year period, edited
by Rogers and Streeck (1995),2 we get a picture of the historical evolu-
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tion of works councils in Europe and their current state and role in the
workplace industrial relations. Where the employment relations are
determined on industry or national levels between employers and labor
unions, works councils appear to have consultative or co-determination
rights over personnel matters that are not covered by the centralized
collective bargaining agreements.3 In most countries, works councils do
not have the legal authority to call strikes, and while the councils in
many countries have close ties to the unions, all union and nonunion
employees in the workplace elect them. Nevertheless, works councils
in most European countries exist in both union and nonunion work-
places. Many observers maintain that works councils have had a posi-
tive impact on the firms and the national productivity. However, Olson
(1996) noted that there is no compelling empirical evidence to support
this claim.

In some historical perspective, we may reveal the contribution of the
works council in a different place. The piled-up evidence about the
performance of works councils is convincing that as decision-making
organs, they have always been weak, slow, and, in many ways, incom-
petent, not only in comparison to professional management but also in
comparison to shop committees and unions. However, if their latent
functions have been to soften labor-management relations, to absorb
shocks of industrial conflicts, and to make sense of integrative indus-
trial relation systems, then works councils have performed a very
important role both in active and proactive manners. In many cases,
works councils enabled industrial peace, smooth production processes,
and the introduction of technological and organizational innovations.

THE EUROPEAN WORKS COUNCIL

A major innovation in the development of works councils in Europe
has been the European Works Council (EWC). This is a new institution
that was established by the European Union in 1994.4 The law ensures
that employees and their representatives are properly informed about
and consulted on any major transnational issue that affects them. Any
multinational or controlling undertaking with at least 1,000 employees
in the countries covered by the EWC directive and with at least 150
employees in each of two or more countries falls under the directive’s
influence. Only genuine 50/50 joint ventures and companies in bank-
ruptcy escape this provision. As in the national works councils, the law
doesn’t give rights to labor unions to interfere in the running of the
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EWCs. However, when labor unions are present within an organization,
unions have a major role in the selection of EWC’s employee repre-
sentatives.5

Employers are united in opposition to transnational organs like
EWCs. Nevertheless, now that EWCs are a reality, employers’ attitudes
appear to fall into three groups. First, those companies that are heavily
unionized and have a history of antagonistic relationships remain
opposed to the EWCs. The second group are those with experience
with local works councils (Germany, the Netherlands, and, to a lesser
degree, France). For them, the main concern is to avoid damaging the
smooth operation of the existing arrangements. The third group is
employers who have little experience with local works councils, and
they attempt to deal with the EWCs in a positive manner. They believe
that properly structured and managed information and consultation
processes can make a significant contribution to their international
competitiveness (Chesters, 1997).

Can we learn about the future of EWCs from the experience of the
traditional works councils? The above accounting suggests that some
employers do not feel threatened by the new institution. Perhaps more
employers will learn in time, as happened with the works councils, that
EWCs provide more opportunities and are less threatening than
employers originally thought. Nevertheless, there are important differ-
ences between the two institutions. The European level of WCs is a
constant source of practical and cultural misunderstanding and friction,
which requires a lot more resources of communication and solidarity
and strains the local works councils. The EWCs enhance job security
and employee involvement in strategic decision-making, as has been
shown in the case of Renault Belgium, but the benefits over costs for
both employees and management are still yet to be seen.

JOINT LABOR-MANAGEMENT COMMITTEES

Joint labor-management committees (JMCs) offer another participa-
tive decision-making scheme. Typically, unions and management
engage in cooperative efforts in an attempt to resolve troublesome
issues, which commonly include incentive pay plans. Labor-manage-
ment committees, or joint labor-management committees, are already
being used by many organizations in the United States, including
General Motors and the Internal Revenue Service (IRS), and have been
proven effective in reducing absenteeism, turnover, and employee
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grievances while increasing efficiency and product quality (Schwartz,
1990–91). The American version of JMC, usually set up by collective
bargaining, consists of 8 to 12 members with equal representation from
unions and management. GM’s experience suggested that joint com-
mittees were most effective when matters of contract negotiation are
avoided. JMCs provide input and recognition for unions and a way for
management to respond to complaints and suggestions (Champagne
and Chadwin, 1983). Peterson and Tracy (1992) conducted an assess-
ment of the effectiveness of one such joint labor-management com-
mittee in a telecommunications firm. The JMC was established to
supervise employee involvement and a quality-of-working-life pro-
gram. The authors found that the work of this steering committee was
quite effective.

It is interesting to compare the works councils with the joint labor-
management committees. In many practical matters they are similar in
that they are a channel for mutual positive communication between
labor and management. They both have a consultative character rather
than bargaining or decision-making. They both have local coalitions of
workplace elites, and they consistently avoid controversial issues (but
not necessarily sensitive issues). On the other hand, in terms of sharing
and participation, joint labor-management committees, when run prop-
erly, are stronger and have more impact on operative issues, not just
policy matters. In fact, they display a unique model of a basically rep-
resentative and indirect organ that has a say on some performance
issues on the shop floor. We shall see these characteristics in one of the
Israeli programs in Chapter 8. 

MANAGEMENT BOARD PARTICIPATION

Another indirect type of worker participation involves workers and
union representation on corporate boards of directors (Stern, 1988).
Worker and union representation on corporate boards has a long his-
tory in Europe with the beginnings of the German co-determination
scheme. In the United States the issue gained public attention only in
the 1970s, and became a reality when the president of the United Auto
Workers (UAW) was appointed to the board of the Chrysler Corporation
in 1980. Worker director schemes were initiated by changes in indus-
trial relations policy and corporate law in some countries, and by some
firms that started worker director plans on their own initiative (a well-
known study of this type documented such experiments in six British
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firms [Chell, 1983]). These “private” cases in Europe and Australia are
important for the U.S. experience, because the example of worker
director plans in the United States also developed independently at the
firm level rather than through public policy. Legally mandated repre-
sentation for workers on corporate boards existed in Germany,
Sweden, Denmark, Norway, Austria, Luxembourg, and India and in a
modified form in the Netherlands as well.

Worker directors are involved in upper-level policy making on long-
range issues such as capital investments, products, and marketing. The
ability of worker directors to represent employee interests depends on
the manner of selecting representatives, their training, their acceptance
by other board members, and their ability to report back to con-
stituents. Nevertheless, worker directors face problems of dual loyalty
to their workers and union constituencies on the one hand and the cor-
poration and the need for confidentiality on the other hand. They also
experience difficulties in working effectively in an unfamiliar environ-
ment of the board meetings. The number of worker representatives rel-
ative to other board members is also important in determining how
worker directors will act to prevent their always being outvoted.

Evaluating worker director schemes from the management perspec-
tive produced positive results: Communication and harnessing labor
into an overall organizational perspective increased and decisions that
might adversely affect labor were explained and understood. There
were few confidentiality problems, and the authority of management
was not challenged. Other observers (mainly labor officials and pro-
labor intellectuals) counter this positive evaluation. From their point of
view, the opportunity to democratize the workplace has not been real-
ized. Far worse, workers co-opted by management neglected their
duties toward labor interests, and Ramsay (1980) even called this par-
ticipation scheme “phantom” participation. However, from a pluralist
perspective, worker directors have given labor access to information on
corporate finances, marketing, and investments that is useful to labor.
The presence of worker representatives on boards also has enhanced
more consultation with labor and has forced management to be more
cautious in making decisions that have implications for job security.

NOTES

1. I am grateful to Professor Hans-Erich Mueller for his comment (per-

sonal communication) that works councils are a part of a corporate governance
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(“a norm pyramid”), which is more than indirect and direct participation, and

also includes individual and collective rights, collective agreements, and labor

legislation.

2. An earlier comparative study is of Strumthal (1964). 

3. In this respect, works councils’ activities match many of the activities

that are dealt with by local unions in North America.

4. On September 22, 1996, 15 EU members and 3 EFTA members began

to implement the required European law about transnational works councils in

more than 1,000 multinationals. EU countries:Austria, Belgium, Denmark,

Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands,

Portugal, Spain, Sweden, and the United Kingdom. EFTA countries: Iceland,

Liechtenstein, and Norway. Incidentally, at the end of 1996, the new institution

faced the first challenge when the French carmaker Renault was alleged to

have ignored consultation requirements in closing a plant in Belgium.

5. According to an anonymous report (People Management, March 5,

1998, London), the overwhelming majority of employee representatives elected

to European works councils are trade union members. A Trades Union

Congress (TUC) study of 81 companies based in Belgium, Spain, Germany,

France, Ireland, the Netherlands, and the United Kingdom showed that 374 of

the 520 British employee representatives were trade union members. Over half

the respondents reported that they were selected in direct elections, 18 percent

were chosen by delegates, and 7 percent secured a place through a special

election by union members. More than two-thirds of respondents said that their

experiences on a works council had given them a better understanding of the

company. The TUC said that initial fears that works councils would harm trade

unionism have not been realized.
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There are basically three types of direct participation programs: partic-
ipation via job redesign, participation via autonomous or self-directed
work groups, and participation via general processes of work and orga-
nizational reform. These programs are better understood when we
compare them with the Taylorite or scientific management approach,
especially in its mass production or “Fordist” configuration of jobs and
work methods. Indeed, the Fordist mass production model is the refer-
ence point for all the direct participation programs. Let us recall the
core ideas of the scientific management school:

1. Work should be studied scientifically and decomposed to its most basic

and simple tasks. This decomposition is required to achieve specializa-

tion, expertise, and control of work behavior.

2. The design of work tasks should be scientifically determined in order to

find the best way to achieve optimal efficiency. Once a single efficient

way of performing the work has been found, all employees should adapt

to the standard technical solution.

3. Employees should be selected according to the required skills of the

designed jobs, and employers should be careful not to recruit under- or

overqualified persons for the vacant jobs.

4. Employees should be trained meticulously for their job, according to the

scientific guidelines of job analysis, and with intensive coaching and con-

trol.

5. Employees should be motivated by rewards to perform exactly according

to the detailed rules and procedures of the designed work. The rewards
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should be proportional to the actual quality and quantity of the per-

formed work.

In contrast with the scientific management philosophy, the alterna-
tive idea was to reject job decomposition and reassemble, enlarge, and
enrich the job instead. Indeed, this was the trend of the job-centered
programs from the late fifties on, from job enlargement through job
enrichment to job redesign. The participatory nature of the reformed
jobs in this paradigm is revealed in the changing division of labor and
the role of employees in the workflow. In the reformed jobs,
employees take responsibility for planning and executing whole sets of
tasks, and the gap between thinkers, decision-makers, and doers is
thereby narrowed.

Pioneers of this line of thought were social scientists at the Tavistock
Institute of Human Relations, established in London in 1946, where the
socio-technical theory was developed. In Chapter 5 on the first gener-
ation of participation programs, some classical socio-technical projects
are referred to, and although old-style socio-technical projects are rare
today, such a project has been reported recently on employee partici-
pation in pollution reduction (Ruiz-Quintanilla et al., 1996).

William Pasmore (1995) reviewed a rare collection of the early works
from which the socio-technical systems theory and practice have devel-
oped. He summarized several key insights of the socio-technical system
(STS) theory:

1. The work system should be a set of activities making up a functioning

whole, rather than a collection of individual jobs.

2. The work group should be more central than individual jobholders.

3. Internal regulation of the work system is preferable to external regulation

by supervisors.

4. The design strategy should be based on a redundancy of functions rather

than on a redundancy of parts (multi-skilling rather than single-skilling).

5. The discretionary part of work is as important to the success of the

system as the prescribed part.

6. The individual worker should be a complement to the machine rather

than an extension of it.

7. The designed work should offer increased variety rather than decreased

variety, which means that individual and organizational learning is essen-

tial to organizational adaptation to change. 

Scandinavian writers (Sorensen, 1985; Gustavsen, 1992; Gustavsen
and Engelstad, 1985) pointed to the lack of diffusion of STS. In their

28 Participation Programs in Work Organizations



view, the socio-technical approach was too strongly dominated by
external expert knowledge, such as the social scientists at Tavistock.
Socio-technical (ST) projects were over-dependent, and could not
become self-propelling, nor did they work out as examples of best
practice (de Sitter et al., 1997). However, even as merely a “labora-
tory” experiment, it is well accepted today that the ST movement is
one of the most daring and provocative intellectual forces in the
theory and practice of participation programs. Many of the ST ideas
have been ahead of their time but have lacked the environmental
and technological preconditions to effectively spread and assimilate.
Also, the unique characters and leadership of the ST group made
them a closed zealot, intellectual caste, which was not easy for
organizations and “outsider” practitioners to work with. Surprisingly
enough, the last decades of the new technologies—the information
revolution, the virtual and global networks of organizations and
teams, and the urgent needs for organizational and individual
learning—have dramatically revived the socio-technical ideas and
practices, albeit in revised, more flexible, and more sophisticated
modes.

QUALITY OF WORKING LIFE AND HUMANIZATION 

OF WORK PROGRAMS

Closely related to STS programs, and sometimes working together
and focusing on the immediate work environment, are quality of
working life (QWL) programs. QWL programs aim at humanization of
work and have a comprehensive vision of the work community as part
of the wider society. Cherns (1975) elaborated on this vision. The basic
assumptions and values implicit in the drive to improve the quality of
working life maintain that autonomy is preferable to dependence and
high levels of skill are preferable to low levels. Also, learning and a
high degree of self-investment in work are good, provided that the
work itself and the work situation offer opportunities for growth and
self-realization.1

Newton (1978) defined the rationale for QWL programs as the need
to better balance human motivation and organizational objectives in a
world where changes emerge by (a) accelerating technological change;
(b) shifting attitudes, life styles, and social institutions; and (c) achieving
prosperity accompanied by doubts about future economic perform-
ance. In this new world of work, QWL may be viewed as an ecological
factor of work, which includes the relationships among people, their
organizations, and their society.
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The specific configuration of a QWL program and the relative impor-
tance of its ingredients must be elaborated specifically for each organi-
zational case and with adjustment to unique local circumstances.
Historically, however, the humanization of work and quality of working
life were often attempted by direct participation techniques, either of
the socio-technical style or the job enrichment variety. Thus, in Europe,
“Humanization of Work” programs focused on job redesign and were
developed by both unions and government. In Italy, the favorable con-
cept was job enrichment. In France, there was the evolutionary process
of humanizing work through democratization of the work environment
and promoting improvements to working conditions. In the United
Kingdom, the humanization efforts were adjunct to collective bar-
gaining, and the Scandinavian countries served as experimental work-
shops in the field of work reform.

The eclectic approach of the QWL School to participation is well exem-
plified by Kolodny and Stjernberg (1986). They studied efforts to improve
the quality of working life in three different research settings. One was a
longitudinal study of alternative work organizations in Sweden. The
second was research into new socio-technically designed plants in the
United States. The third was a study of the effects of new technology and
work organization on QWL in Sweden, Canada, and the United States.

In another project, Davis and Sullivan (1980) reported a new type of
labor- management contract involving quality of working life, based on
the Shell Sarina chemical plant in Canada. The contract provided for
union partnership in both the design of the plant and in operational
decision-making. Despite the plant’s performance at nearly 200 percent
of its rated capacity, in a visit 11 years later, Davis defined the state of
the work system as “arrested development.”

The observations about the socio-technical programs are generally
also valid to the QWL programs. However, there are some differences.
QWL experiments are more heterogeneous than ST projects. They
touch on work subsystems other than jobs, teams, and performance
relationships. They are more complicated because they concern
working conditions, industrial welfare, and interfaces with communities
outside the workplace, in addition to work relations.

JOB-CENTERED PROGRAMS

Perhaps the most enduring theory of job reform is that of Hackman
and Oldham (1980). They suggested redesigning and enriching jobs
with the following sufficient (but not excessive) five attributes:2
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1. Task variety, which enables employees to learn and use different skills

on their job and reduce the boredom and monotony on the job.

2. Task identity, which enables a worker to complete a whole piece of work

on the job.

3. Task significance, which offers work contents that are important and

meaningful to the jobholders.

4. Task autonomy, which enables employees to make decisions while doing

the work and choose their way of performing the job. 

5. Task feedback, which provides knowledge on the results of the work

done and enables employees to monitor their own activities and make

improvements in response.

As a matter of fact, most job enrichment programs design their activ-
ities, in part or as a whole, according to these principles. However, we
cannot include job redesign in the nomenclature of participation pro-
grams when it stands alone as a single element. It gets its participative
character only with other elements of work reform, such as self-man-
aging or autonomous work groups.

GROUP-CENTERED PROGRAMS

In group-centered programs, the redesign focus is on the attributes
of the traditional work group or team. Traditional work groups are con-
tinuing work units, responsible for producing goods or providing serv-
ices. Their membership is typically stable, usually full-time, and is
directed by supervisors who make most of the decisions about what to
do, how to do it, and who does it (Cohen, 1991). Against this nonpar-
ticipatory design, Cohen and Bailey (1997) identified two types of par-
ticipatory work groups: self-managing teams and parallel teams.3

Self-Managing Work Teams

Self-managing teams, sometimes called autonomous, semi-
autonomous, self-directing, and empowered teams, are groups of
employees that can self-regulate their work on relatively whole tasks.
Key characteristics include (a) employees with interdependent tasks
who are responsible for making a product or providing a service and
(b) employee discretion over decisions such as work assignments, work
methods, and scheduling of activities. Members of self-managing work
teams are often trained in a variety of skills relevant to the tasks they
perform (Cohen and Bailey, 1987). 
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Autonomous and semi-autonomous work groups were the prede-
cessors of self-managing work groups (Wall et al., 1986), and were
evolved from the socio-technical theory.4 They are identified by a
number of key features. They are small groups of co-workers (8 to 15),
who share the tasks and accept responsibility for a well-defined seg-
ment of the work. They are given a high degree of discretion by the
group members over such decisions as how to schedule the tasks, the
allocation of jobs among the members, as well as the determination of
rest breaks (Gulowsen, 1972). Also, they are rated high on other task
characteristics, namely, skill, identity, significance, and feedback on the
group tasks. Note that these are characteristics of the group rather than
the individual job in Hackman’s paradigm (Cummings, 1978).5 Direct
supervision is often unnecessary in autonomous groups. Another
arrangement is to assign group leaders within the group (Jessup, 1990).

Autonomous work groups received prominence in the 1950s and
1960s, but old-style autonomous work groups are rare today. However,
in a longitudinal study of semi-autonomous work groups in a large
Australian heavy engineering workshop, Pearson (1992) examined, in
an experimental setting, 30 groups. They were randomly categorized as
autonomous or nonautonomous. The performance of these two types
of work groups was evaluated in terms of job motivation, role percep-
tions, job satisfaction, productivity, accidents, turnover, and absen-
teeism. Positive changes in perceptual, affective, and behavioral
responses attributable to the creation of semi-autonomous work teams
were observed in autonomous groups but not in nonautonomous
groups.

Self-managing teams have been a major target in the framework of
work redesign for a long time. In the older bureaucratic and hierarchic
work systems, teamwork has seemed almost impossible in the face of
resistance to change from every corner of the organization. Nowadays,
teamwork in general and self-managing or self-directing teams in par-
ticular are so abundant and common, that it is amazing to see how far
the world of work has moved and how bold was the foresight of the
pioneers of direct participation through autonomous groups.

Parallel Groups: Quality Circles (QC) and Employee

Involvement Groups

These groups pull together people from different work units or jobs
to perform functions that the regular organization is not equipped to
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perform well. They literally work parallel to the formal organizational
structure. They generally have limited authority and can only make rec-
ommendations to management. Parallel teams are used for problem-
solving and improvement-oriented activities. Examples include quality
improvement teams, employee involvement groups, quality circles, and
task forces.

Quality circles (QCs) have been perhaps the most prevalent parallel
groups in Japan, Western Europe, the United States, and many other
countries. They are small teams of volunteers (6 to12 people), not nec-
essarily from the same work group or department, who meet regularly
for about 1 hour per week (Lawler and Mohrman, 1985; Rafaeli, 1985).
Through these meetings, the members can make some contribution to
the decision-making processes, industrial relations, absenteeism, and
turnover (Liverpool, 1990; Marks, Mirvis, Hackett, and Grady, 1986).

In practice, quality circles recommend solutions for quality and pro-
ductivity problems to management. As shown in Figure 3.1, the activi-
ties of quality circles are directed toward identifying, analyzing, and
solving quality-related problems in their work area and suggesting
methods for improving production. It is normal for quality circles to
receive training in problem solving, statistical control, and group
processes (Griffin, 1988). Often the circles are implemented and
assisted by a facilitator.

In the last years QCs have declined, and in many organizations the
number of QC groups and the intensity of their activity have been
reduced or even disappeared. Nevertheless, similar or equivalent
groups for problem solving and productivity improvements with cross-
departmental membership are common in many work organizations. 

Participation in Quality Management Programs 

(TQM, CQI, BPR)

Quality management and reengineering processes are a third avenue
for participation programs. However, participation is only a (desired)
by-product in reengineering programs and not the main vehicle to
achieve organizational goals. For example, Appelbaum and Batt (1994)
made a distinction between off-the-job or “off-line” problem-solving
groups of employees and management and “on-line” participation in
which employees themselves make decisions about tasks or quality
control on the job. For our purposes, only programs with strong par-
ticipatory elements are counted in this family of direct participation pro-
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grams. Therefore, we attempt to delineate these elements in three
reengineering or reform programs: total quality management (TQM),
continuous quality improvement (CQI), and business process reengi-
neering (BPR).

Total Quality Management and Continuous 

Quality Improvement

The total quality management (TQM) movement began with W.
Edwards Deming, an American statistician who applied statistical con-
trol principles to manufacturing processes in the 1940s and started to
work with Japanese companies during the 1950s. While Deming is the
most well known among total quality “gurus,” he is not alone. Other
well-known experts include Joseph Juran, Philip Crosby, Kauro
Ishikawa, and others. Today, the quality management movement has
elaborated and reformulated its theoretical and practical thinking using
the term continuous quality improvement (CQI). TQM and CQI are
used interchangeably in this book. Their common ground is a system
for taking action in a constantly changing environment where customer
requirements are consistently met and exceeded. This system is sum-
marized by the following principles:6
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1. Focus on the customer. Products and services address the customer’s

needs and articulated requirements rather than those conceived by the

producer or service provider.

2. Prevention approach. “Doing it right the first time”—instead of correcting

through inspection.

3. Management by data. Quality improvement data include customer

survey data, baseline measures of current processes, and data tracking

improvements in processes and outcomes.

4. Respect for employees at all levels. Employees at all levels of an organiza-

tion are empowered to analyze customer requirements, systematically

identify opportunities for improvements, implement changes, and track

the impact of these changes. 

5. Commitment to ongoing improvement. Each time a new level of quality

and customer satisfaction is reached, new improvement goals are 

set.

6. Cross-functional problem solving. Customer requirements usually call for

process solutions that cut horizontally across organizational functions. 

7. Commitment to continuous quality improvement. A commitment to CQI

must be a way of life in the organization.

Organizations use many tools in realizing TQM/CQI interventions:
identification of unit’s customers and their priorities, providing
training in flow-charting work process and in measuring system capa-
bility, generating and evaluating alternative solutions, and developing
processes to support the chosen solution. These tools also employ
elementary statistics to document system variability and to describe
customer reactions and identify the primary sources of product and
service delivery problems. They benchmark quality improvement
goals and processes, conduct surveys and periodic focus groups in
order to obtain information on current system capability and track
changes in customer reactions, and they build interpersonal skill
through training.

While TQM/CQI is not exactly the focus of this book, we will dis-
cuss the participatory aspect of quality management. As can be seen in
the list above, some sort of participation is implied. However,
Edosomwan (1992), a member of the Board of Examiners of the
Malcolm Baldrige National Quality Award, which is the highest prize in
the United States for quality management, highlighted this aspect in an
eloquent way. He argued that company quality improvement could
only be successful when employees have both the skills and the
authority to respond to customers’ needs. Employees at all levels and
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across all functions should be involved in the implementation of proj-
ects that can greatly improve performance. They should be included in
the development of continuous improvement strategies and be given
the tools and authority to make decisions and resolve problems.

Business Process Reengineering

Another variant of quality management is business process reengi-

neering (BPR), and it refers to the mechanism of introducing radical
rather than merely incremental change, either to a process or to an
organization as a whole. Components of a BPR include a reorganiza-
tion or the company’s structure aimed at breaking functional hierarchies
into cross-functional (horizontal) teams, implementation of a new state-
of-the-art information system, and renewed efforts to refocus on the
company’s customers.

De Sitter et al. (1997) described a Duch variant of BPR, called Integral
Organizational Renewal (IOR). The novelty of IOR has been its focus
on the tension between expertise and participation. This was one of the
lessons of the socio-technical experiments of the 1960s. At that time, it
became evident (Mulder, 1971) that participation in situations where
one party has all the expertise and the other little or none tends to
increase, rather than decrease, the power distance between designers
and users. The strategy chosen to deal with this paradox aims to
empower system users by increasing their design expertise.

EVALUATION OF DIRECT PARTICIPATION PROGRAMS

In a polemic paper, “Far from the fad in-crowd,” Lawler (1996)
attempted to present a balanced assessment of the various direct par-
ticipation (or Employee Involvement) programs (EIPs). He claimed that
such programs had some fad-like attributes, and their mass adoption by
many organizations leaves unanswered the question of whether they
could and should replace the traditional bureaucratic model. Citing the
study of Mohrman, Ledford, and himself, he tried to make his point.7

They began collecting data in 1987 from the Fortune 1,000 compa-
nies, and included additional data in 1990 and 1993. Their study docu-
ments both how management practices are changing and how the use
of management practices is related to organizational performance. They
asked companies whether and how they use self-managing teams, gain-
sharing schemes, training programs, and a variety of other practices that
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encourage involvement. They found that between 1987 and 1993 self-
managed teams and knowledge-based pay showed the greatest growth.
They also found a strong correlation between the adoption of
employee involvement and the use of TQM practices. Financial per-
formance among the three categories of EIP users that were researched
between 1987 and 1993 is presented in the table that follows:

Low use, % Medium use, % High use, %

Return on sales 6.3 8.3 10.3

Return on assets 4.7 5.8 6.9

Return on investment 9.0 11.8 14.6

Return on equity 16.6 19.7 22.8

During the mid-1980s, over 90 percent of the Fortune 500 U.S. com-
panies had QC programs. Many well-regarded large companies, such as
IBM, Honeywell, Digital Equipment, and Xerox, used them a lot at that
time. Over 200,000 workers in the United States have been involved in
these programs.

Although the adoption of quality circles has been widespread, there
are many reports on a high failure rate. Goodman (1980) estimated that
well over 50 percent of QC programs failed within 3 to 5 years. Lawler
and Mohrman (1985) went even further and suggested that all but a few
quality circle programs dwindle away after an initial productive phase.
Drago (1988) indicated that out of 81 organizations involved in a quality
circle program, 23 (28.4 percent) had dropped the program after an
unspecified period. Within 34 firms with ongoing programs, however,
he found individual circles had an 80.4 percent survival rate. Eaton
(1994) found similar rates in a detailed study of two surveys in union-
ized settings (20 to 30 percent). She suggested that the differences
between her and Drago’s estimates and the earlier ones may be
explained by changing historical patterns: Most of the earlier estimates
relied on experience in the late 1970s or early 1980s, whereas her study
and Drago’s work are more recent.

Some observers pointed to the weaknesses of QC. Tang et al. (1997)
summarized several reasons for QC’s failure: lack of top-management
support, lack of QC members’ commitment, lack of problem-solving
skills, QC members’ turnover, lack of support from staff members, and
lack of data and time.

In general, the literature suggests that self-managing teams have a
modest impact on performance and the attitudes of team members
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(Goodman et al., 1988). Most studies have found that self-managing
teams have a direct impact on quality. For example, in the review of
Pasmore et al. (1992), it was found that 100 percent of the socio-tech-
nical interventions that used self-managing team designs claimed
quality improvements. Overall, the Topeka pet foods plant reported
cost savings and productivity improvements (Walton, 1972). The Volvo
Uddevalla plant claimed that it had achieved higher productivity than
comparable plants (Kapstein and Hoerr, 1989). However, Wall et al.
(1986) in their quasi-experimental study of a confectionery plant did
not find productivity differences when comparing self-managing teams
to traditionally managed groups. They did find cost savings as the result
of fewer supervisors. Beekun’s (1989) meta-analysis found that self-
managing teams resulted in modest productivity improvements.

The vast majority of studies report improvements in employee satis-
faction and quality of work life in self-managing team intervention. The
results are inconsistent for other attitudinal indicators such as organiza-
tional commitment (Goodman et al., 1988). Finally, the effects of self-
managing teams on absenteeism, safety, and health have been less
systematically studied and results are inconsistent. For example,
Beekun (1989) found that self-managing teams decreased absenteeism
and turnover. In contrast, Cordery, Mueller, and Smith (1991) found that
employees in self-managing teams have higher rates of absenteeism
and turnover than their counterparts in traditional jobs.

Cohen and Bailey (1997) surveyed 24 studies of work teams
(including seven studies of self-directed work teams, four studies of
parallel teams, 13 studies of project teams, and 13 studies of manage-
ment teams—in manufacturing, in service, in government, and in a mix-
ture of settings). They concluded that the performance and attitudinal
benefits from self-directed work teams are superior to those from par-
allel teams, and that autonomy is associated with higher performance
for work teams, but not for project teams. In their own study of self-
managing work teams, in a large U.S. telephone company, Cohen et al.
(1997) showed that self-managing teams had a higher quality of
working life and productivity than their traditionally managed counter-
parts.

The most severe criticism, however, is directed against TQM and
other programs in the reengineering family. To date, most of the evi-
dence on quality management efforts consists of anecdotal accounts of
private corporations with success in implementing quality improvement
processes. Largely missing are accounts of attempts at quality manage-
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ment that were not successful. An exception to this general state of
research is the study in 1991 by the U.S. federal General Accounting
Office (GAO). The GAO’s study reported results of CQI interventions in
20 of the highest-scoring companies applying for the Malcolm Baldrige
Award. Data covered the years of 1988 to 1990. Impressive results of
improvements after adopting continuous quality techniques are pre-
sented as follows:

Decline of turnover 6.0% 

Product reliability improvement 11.3% 

On-time delivery improvement 4.7%

Product lead (or cycle) time reduction of 5.8%

Inventory turnover rate improvement of 7.2%

Cost of quality reduction (from lost profits, rework, and scrap) 9.0%

Customer complaint reduction of 11.6%

Market share increase of 13.7%

Sales per employee improvement of 8.6%

Return on assets increase of 1.3%

Similar claims are made by advocates of BPR, which include the
achievement of high levels of savings in resources and /or time without
a decrease in quality, with the following levels (Ligus, 1993): 35 percent
reduction in the cost of sales; 80 percent reduction in delivery time; 80
percent reduction in inventories, and 70 percent reduction in the cost
of delivering quality.

However, some consultants argued that quality management
approaches such as CQI and BPR tend to come into vogue during
periods of economic recession only to disappear from the scene in
times of economic recovery, as organizations that are not so profitable
rehire people who can be carried during boom times (Rigby, 1993).
Surveys indicated a high failure rate of BPR programs. Hammer and
Champy (1993) estimated that between 50 and 70 percent of organiza-
tions that undertook BPR failed. Pollalis (1996) summarized the reasons
for high failure rates of BPR programs: lack of management commit-
ment and leadership, resistance to change, unclear specifications, inad-
equate resources, technocentrism, a lack of user and/or customer
involvement, and failure to address the human aspect of planned
change. The similarity with Tang et al.’s (1997) conclusions is striking.

Grant, Shani, and Krishnan (1994) argued that the assumptions and
theories underlying quality management are incompatible with the
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American model and practice of the firm. TQM was developed by
industrial engineers and was based on statistical theory, while conven-
tional management practices are developed at leading business schools
and based on economic theory. Also, middle management and smaller
companies have disseminated TQM, while new innovations in U.S.
management practices are usually developed and disseminated from
the top down by leading industrial companies. TQM requires major
changes in management practices, including work and organizational
redesign, a redefinition of managerial roles, and changes in organiza-
tional goals. In contrast to TQM, with its primary objective of customer
satisfaction, maximization of profit of shareholders takes priority in the
U.S. model of the firm. The top-down strategic planning, financial con-
trol systems, and asset management tied to the economic model,
inevitably, are in conflict with quality improvement in production oper-
ations and bottom-up change. 

Oren Harari (1997) added that only about one-fifth, at best one-third,
of TQM programs in the United States and Europe have achieved sig-
nificant or even tangible improvements in quality, productivity, com-
petitiveness, or financial returns. However, we are interested here
mainly in the participatory aspect of the quality management practices.
From this point of view, Richard Hackman and Ruth Wageman (1995)
suggested a profound and balanced assessment of TQM. Among other
things, they examined behavioral processes associated with TQM across
four issues:

1. Design of work. A quality team is usually quite well designed from the

point of view of work motivation. However, this is not the case for ordi-

nary front-line employees for whom there is no adequate motivational

structure in most TQM programs.

2. Extrinsic motivation. According to TQM philosophy, extrinsic rewards,

including pay, should not be contingent on individual or team perform-

ance. However, this principle is unrealistic over the longer term. Workers

may be proud and satisfied in their contributions to the organization in

the initial stage of a TQM project. However, in the longer run they will

demand their monetary share as the fruits of their contributions.

3. Opportunities for learning. Employees are encouraged to find better

ways to accomplish their work. However, once something has been dis-

covered that improves work practices, then that improvement is identi-

fied as a best practice that everyone is expected to follow. This can

confuse employees as to the value of learning, and when learning should

be set aside in favor of performing.
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4. Locus of authority. This is the dilemma of empowerment in TQM pro-

grams. Empowering members to be full participants, who should be

actively involved in analyzing and solving problems, conflicts with the

traditional hierarchic authority structure, which, according to the TQM

philosophy, is unchanged. 

Quality management techniques touch upon very important ingredi-
ents of direct participation of employees in their job or their work
groups. However, these techniques can be very unparticipatory and
undemocratic.

NOTES

1. Cherns (1975) did not overlook the weaknesses of the QWL

approach—ignoring power relations within work organizations and under-

mining class struggle and labor power. 

2. Herzberg et al. (1959), much earlier, argued that because organizations

employ whole persons, it is important to pay attention to human needs beyond

the required skills for task performance, which are dictated by technology.

These needs include some control over the material and processes, some task

variety, opportunity for learning, and the need to have interesting and mean-

ingful work.

3. They identified other types of work teams, not necessarily participatory

ones: project teams and management teams. Project teams are time-limited and

produce one-time outputs, such as a new product or service. For the most part,

project team tasks are nonrepetitive in nature and involve considerable appli-

cation of knowledge, judgment, and expertise. Frequently, project teams draw

their members from different disciplines and functional units, so that special-

ized expertise can be applied to the project at hand. When a project is com-

pleted, the members either return to their functional units or move on to the

next project. Management teams coordinate and provide direction to the sub-

units under their jurisdiction, laterally integrating interdependent sub-units

across key business processes. A management team is responsible for the

overall performance of a business unit. Its authority stems from the hierarchical

rank of its members (Herzberg et al., 1959).

4. Emery (1980) makes the distinction between semi-autonomous groups

and self-managing groups. The former are granted authority for decision-

making, but may lack the necessary infrastructure, such as an effective infor-

mation system that enables true self-management (Pasmore, 1995).

5. Some researchers played with the idea of integration with job-charac-

teristics theory. However, there has been limited evidence to support the
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claimed effects of job enrichment in autonomous work groups (Wall et al.,

1986; Pasmore, 1995).

6. The TQM/CQI literature is vast. The summary is adapted from “A Plan

for Continuous Improvement,” University of Maryland at College Park, 1991.

7. Interested readers will find a balanced evaluation of Lawler et al.’s pro-

ject by Konczak (1996). 
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Prominent examples of the older type of economic participation are
employee suggestion schemes (ESS), which were forerunners of the
contemporary gainsharing programs, designed to elicit new ideas, save
money, and yield substantial rewards to employees who contribute
worthwhile suggestions. ESSs are rooted in both industry and public
administration. One of the first major programs was that of Eastman
Kodak, a system going into effect in 1898 when workers received com-
pensation of $2 for their suggestions. In the middle of the twentieth
century, the most well-known ESS was the Scanlon Plan, developed
from the innovative work of Joseph Scanlon during the 1940s and
1950s.

A steelworker and union leader during the Depression, Scanlon con-
cluded that a company’s health, indeed its very survival, required a cli-
mate of cooperation between labor and management, rather than
rivalry and competition. As a staff member of the United Steelworkers
of America, he used his ideas to improve productivity, thereby saving
organizations and jobs. His work came to the attention of Douglas
McGregor at the Massachusetts Institute of Technology, where he was
invited to join the faculty. Together, McGregor and Scanlon pioneered
the concept of employee involvement. The early “Scanlon Plans”
included a monthly cash bonus to all employees when labor costs were
reduced below that of historical base periods. Unfortunately, Scanlon
died prematurely in 1956 and never realized the impact he had on
world industry. Upon his death, Carl Frost at Michigan State University
became one of the most influential and dedicated Scanlon practitioners.

Chapter 4
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Frost refined Scanlon’s ideas into four fundamental principles: Identity
and Education, Participation and Responsibility, Equity and
Accountability, and Competence and Commitment. The underlying idea
was to create organizational effectiveness while promoting individual
growth and responsibility.

Even in the last decade, ESSs have been widely used. The National
Association of Suggestion Systems (NASS), an American nonprofit
group, surveyed its 900 members in 1989 and found that nearly one
million employee suggestions had been received through company
ESSs. The respondents further indicated that more than 32 percent of
those suggestions were adopted, for total cost savings of at least $2 bil-
lion. However, most of the Scanlon-type programs nowadays are clas-
sified under the rubric of gain-sharing programs, which are discussed
in the following section.

PROFIT SHARING AND GAINSHARING

There are three forms of economic participation programs: profit
sharing, gainsharing, and employee stock ownership (Cooke, 1994;
Dar-El, 1986). The differences between profit sharing and gainsharing
are in the criteria used in making bonus calculations, in the timing of
bonus calculations, and in payments. Bonuses received under profit
sharing are based on profits, typically calculated annually, semi-annu-
ally, or quarterly. Bonuses received under gainsharing, on the other
hand, are based on measures of performance other than profits (for
example, on reductions in costs that might include labor, materials, or
overhead costs, or on improvements in quality and/or safety, scrap
reduction, and so on). 

A recurrent issue is whether participation of workers in ownership
or in profits should be included as a type of participation program. In
their classic book, Flanders, Pomeranz and Woodward (1968), who
studied the British partnership of John Lewis, concluded (and Clarke et
al. [1972] and Blumberg [1968] reached the same conclusion) that on the
workplace level there was no correlation between profit and/or stock
sharing, on the one hand, and power sharing and industrial democracy,
on the other. 

Various forms of ownership democratization in work organizations
tend to change the membership status of employees dramatically, and
may induce significant psychological and attitudinal changes on their
part. However, the question is whether distribution of some ownership
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rights will change the basic submissive role of workers versus manage-
ment roles. For example, the current popularity of Employee Stock
Ownership Programs (ESOP), which is discussed below, again raises
the question whether it facilitates industrial democracy and employee
participation. Rooney (1988) found that employee influence over deci-
sions in U.S. firms was slightly more pronounced in employee-owned
firms than in conventional firms. Also in the United Kingdom,
Pendelton et al. (1994) found that establishment of an ESOP made little
difference regarding the intensity of employee participation.
Occasionally, the development of industrial democracy is possible in
those cases where employees or their representatives play a dominant
role in the creation of an ESOP. The novelty of employee participation
in those ESOPs where meaningful extensions of industrial democracy
are secured is that participation is primarily directed at strategic rather
than day-to-day or task-related decisions. This is plainly at odds with
developments in employee participation since the end of the 1970s
(Ramsay, 1991), and is rather surprising, in view of the fact that most
of the research in the field (partly cited even in this book) has found
that the widespread innovations are at the task and work group rather
than at the strategic level.

The fundamental assumption underlying economic participation is
that if employees’ earnings are tied to performance, they will adjust
their effort to increase income (Weitzman and Kruse, 1990). Also, if
these performance-related payments are group-based incentives, the
monitoring costs associated with supervisory control will be reduced
(Kruse, 1993). Economic participation presumably and indirectly
increases employee effort and commitment by improving information
about company performance, by educating employees about the con-
nection between their earnings, profitability, and organizational effec-
tiveness (Mitchell et al., 1990). 

However, a number of factors operate to reduce gains. First, there
is the “free rider” or employee-shirking problem, whereby some
employees will merely take unfair advantage of group-generated per-
formance gains and their consequent bonuses. Levine and Tyson (1990)
argued, though, that group-based incentives induce employees to mon-
itor the behavior of coworkers and impose social sanctions on those
employees who shirk complying with cooperative work group norms.
Second, employees may be reluctant to exchange some fixed earnings
for variable earnings, because of the higher risks attached to the latter
(Weitzman and Kruse, 1990).
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Further, the strength or magnitude of the potential effects of group-
based incentives is likely to be moderated by the specific incentive for-
mulas and the timing of bonus payments. First, what employees
accomplish in their respective work areas is apt to be only imperfectly
correlated with overall company profits. Although the bonuses pro-
vided by gain-sharing formulas are more directly tied to actual
employee effort than are bonuses based on profits, employees still may
not reap the full benefit of improved production performance. Any
drop in the sales value of the product or increase in materials costs
caused by market forces beyond the control of the work force would
offset some of the gain achieved by reducing labor and other costs. 

Second, most profit-sharing bonus schedules defer payments, often
as promised pension endowments. Gain-sharing bonuses, on the other
hand, are typically paid every several weeks. Given the greater fre-
quency and timeliness of gain-sharing bonuses in comparison to profit-
sharing bonuses, it seems likely that they provide workers with a
stronger incentive to be more productive (Eaton and Voos, 1992).
Nevertheless, assuming that employees are not so myopic as to com-
pletely reject the value of retirement income (received at more favor-
able tax rates), even deferred profit sharing can influence work-related
behavior. 

Florkowski (1987) proposed a profit-sharing model which assumes
that companies establish profit-sharing programs in response to internal
and/or market-based circumstances. Another study by Florkowski and
Schuster (1992) of 160 participants from three companies that imple-
mented profit-sharing programs demonstrates that perceptions of pay
equity and fairness in the performance-reward system were key factors
in generating participant support for the plan.

Research findings on gainsharing often indicate that the expected
improvements in productivity, satisfaction, and commitment in organi-
zations with a Scanlon-type plan are quite modest. Collins (1996) iden-
tified three groups of participants in a gain-sharing program:
supporters, opponents, and neutrals. Supporters regarded gainsharing
as a beneficial change for the organization and/or themselves.
Opponent managers were skeptical about gainsharing. They felt threat-
ened, fearing that gainsharing would empower nonmanagement
employees whom they consider untrustworthy or unqualified for this
responsibility. Opponent workers and other nonmanagement
employees were skeptical about managers’ intentions because of nega-
tive experience with managers. Neutrals did not intentionally under-
mine the change, nor did they try actively to facilitate the change.
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Collins explained how a gain-sharing plan failed after 6 years,
despite many beneficial outcomes to the organization, the work groups,
and the individuals. The lessons may be relevant to other participation
programs: Management was not sincere and consistent in support of
the program. Middle managers and professional experts sabotaged the
process because they feared for their traditional position. Employees
who supported the program enjoyed their new power in the program
and were less interested in the monetary bonuses. Neutrals tended to
lose faith in the program when they felt that managers abused the gain-
sharing principles and procedures, and opponent employees at the
outset were interested only in the bonus and not in power sharing,
because they did not believe that they could get any power.

The experience with profit-sharing and gain-sharing programs
teaches us that remunerative participation is another way of participa-
tion—though not a perfect alternative. It is neither simpler nor cheaper
to manage, and the motivational assumptions of these programs still
have to compete with other assumptions about the human nature of
employees and their willingness to contribute to their workplace. 

EMPLOYEE STOCK OWNERSHIP PROGRAMS (ESOPs)

The idea of employee stock ownership was suggested by Louis
Kelso, a San Francisco financier and corporate lawyer, in his book,
written with Patricia Hetterer and entitled The Two Factor Theory —

The Economics of Reality (1967). His basic idea was to create new
owners through the use of production credit. The employee stock
ownership program and similar financial mechanisms provide access
to productive credit for employees who normally do not have such
access. The innovation of ESOPs is that employees acquire individual
shares on credit, without any cash payment or salary deduction on
their part. The credit is repaid over a number of years through the
increased revenue of the company and the employees pay for their
shares through increased productivity. The employees receive their
shares upon retirement, but from the first year obtain dividends on
their shares if the company shows a profit. The U.S. Congress has
passed over 20 acts containing provisions that encourage employee
ownership.1

ESOPs are a relatively new phenomenon, which have experienced
amazing growth in the United States. From 1974 to 1995 over 11 mil-
lion U.S. employees have become part owners through ESOPs of over
11,000 corporations, including some of the largest in the United States,
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with $150 billion in corporate stock. About 1,000 of these publicly held
companies have at least 4 percent employee ownership, with an
average of over 12 percent.2 A variety of ESOPs, including famous
examples like United Airlines, Procter and Gamble, and General Mills,
have generated significant employee ownership. Their programs gen-
erally emerged in the midst of takeovers, as the result of big restruc-
turing and crises in the 1970s and the 1980s. But in the 1990s, employee
ownership took on a different character. There were fewer ESOPs in
public takeovers and a lot of new employee ownership.

U.S. experience indicates that participation arrangements vary widely
between ESOPs: Relatively few have developed forms of corporate gov-
ernance, such as employee representatives on the company board, and
many have no voting rights on shares held in trust. A rather greater
number have expanded participation at the individual or task-related
level (General Accounting Office, 1987). The reasons for establishing
ESOPs also vary: Many are established to provide pension funds, some
to block hostile takeovers, and only a small number to advance indus-
trial democracy (Klein and Rosen, 1986). However, those establishing
an ESOP for democratic reasons are likely to introduce more advanced
participative structures than those creating an ESOP for pension plan-
ning.

Pendleton et al. (1994) assessed the potential of ESOP for industrial
democracy based on the British example, but their analysis is also valid
for other countries. Despite their comparatively small numbers in the
United Kingdom, there are some features associated with ESOP firms
that make them of interest to participation programs. Whereas conven-
tional share schemes do not lead to the creation of new institutions of
employee participation, ESOPs are a potentially democratic form of
financial participation. Since shares are usually held collectively before
payments are made to individual employees, ESOPs can transform
ownership into employees’ control. However, the extent to which
ESOPs fulfill the apparent option of greater industrial democracy
depends on other factors, which are likely to affect the extent of
employee participation in practice.

Again, it is not enough to distribute ownership rights. To attain real
participation, work organizations have to build and maintain opportu-
nity structures for personal and collective sharing of power and respon-
sibility, and the workforce needs to have the will and skill to participate
effectively.
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NOTES

1. It is also important to note what the ESOP is not. The ESOP is not any

kind of collective ownership, cooperativism, syndicalism (ownership by trade

unions), or the German “co-determination” model (union representation on the

company board), or the Yugoslav “workers’ management” model (politically

driven management). The ESOP results in private-sector, profit-maximizing cor-

porations, in which a large number of their own employees and other citizens

have individual share ownership.

2. In the United Kingdom, the ESOP concept was developed in the mid-

1980s. It was created in the motorway services station organization Roadchef

in 1987 when a quarter of the company’s equity was purchased by an

Employee Benefits Trust with the help of a loan from the trade union bank

Unity Trust. Since then the development of ESOPs has been associated prima-

rily with the government’s privatization program. Today, there are some 300

ESOPs in the United Kingdom.
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Historians may trace many properties of participation programs as early
as the first decades of the twentieth century. For example, the roots of
the German Works Council can be traced as far back as the end of
World War I and the Works Council Act of 1920. This was also the time
of the Whitely committees, as a form of consultative participation in
Great Britain. However, participation as an issue on the national agenda
emerged only after World War II. My bias is based on the conspicuous
difference between what I call two generations of participation pro-
grams after World War II: the first decades of workers’ participation
programs and the last decades of employee involvement programs.

Part II

Two Generations of Participation
Programs





During the 1960s and 1970s, many countries with different political
regimes and levels of economic development, like Great Britain,
Yugoslavia, West Germany, Poland, Norway, Algeria, and India, expe-
rienced various programs of workers’ participation. Strauss and
Rosenstein (1970) attributed this convergence around the idea of
workers’ participation to the common expectations that this idea would
serve as a panacea to a wide range of human and managerial problems
at the workplace level. In those years and in many countries, managers,
union and political leaders, administrators, and social thinkers recog-
nized signs and symptoms of discontent at all levels of the workforce—
blue collar workers, white collar employees, professionals, managers,
not merely low-paid and underprivileged workers.1

INDUSTRIAL PEACE AND PRODUCTIVITY

The first decades after World War II were characterized by economic
growth, a fast increase in standards of living in many countries, high
hopes and an optimistic view of the future, and expectations for more
freedom and more democracy in international relations, as well as
domestic affairs. Labor parties and labor unions had never been
stronger or more influential. They could move from legitimacy and
recognition battles to other strategic issues, namely, job security and
improvement of standards of living and working. Employers faced full-
employment economies with a better-educated and organized work-
force. What they needed in the first place were industrial peace and
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high productivity in order to supply the high and growing demand for
goods and services. Industrial democracy and workers’ participation
(mainly in indirect and representative configurations) seemed an attrac-
tive solution to both labor and capital leaders. 

SOCIO-TECHNICAL WORK REFORM AND HUMANIZATION

OF WORK LIFE

Although most of the participation experience in the first generation
is of indirect representative programs, we have to remark on the socio-
technical movement in Europe, which dated back to the 1950s, and
which had a profound impact on direct participation programs in the
second generation. The background of the socio-technical movement
was the prosperous years of the first generation, which witnessed rapid
increase in the training and education levels of the workforce. This
caused a gap between the capabilities and ambitions of workers on the
one hand and the monotonous and degrading work in mass manufac-
turing and offices on the other hand. The consequences were high
levels of worker turnover and absenteeism and other symptoms of
escapism, as well as decreased productivity and quality of products and
services (Hertog, 1977). A number of large European firms, including
Philips, Olivetti, Volvo, Saab, VW, and Renault, were looking for alter-
natives to the mechanistic work systems. However, the almost unin-
tended beginning was in the Tavistock Institute of Human Relations in
London and in some British coal mines, and later on in Norway and
Sweden.

In 1949, Eric Trist, from the Tavistock Institute, and Fred Emery, an
Australian social scientist, joined Ken Bamforth, a trade unionist and a
former coal miner, to study mining practices in England. They noticed
a new interesting development in coal mining. Technical improvements
in roof control had made it possible to mine “short wall” and to reor-
ganize the labor process. Instead of each miner being responsible for a
separate task in the mechanized “long wall” mining, workers organized
autonomous groups that rotated tasks and shifts among themselves
with minimum supervision. This new reorganization enabled the miners
to renew a tradition of small group autonomy and responsibility that
had been dominant in the days before mechanization.

The theoretical and practical collaboration of Emery and Trist and
others over the next several decades resulted in what has become
known as the socio-technical systems approach. In 1962 Emery and Trist
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were invited by Einar Thorsrud of the Technical University in Oslo to
participate in the Norwegian Industrial Democracy Project—a joint
labor-management endeavor to enhance workers’ control. The insights
of their field experiments in participatory work redesign spread to
Sweden and other European countries. Other well-known Tavistock-
initiated socio-technical projects were in India, in the calico weaving
mills in Ahmadabad, led by Rice (1958), and in a program, led by
Herbst, in the design of work in the Norwegian ship M/S Balao. 

QUALITY OF WORKING LIFE

I already referred to the years of full employment and prosperity of
the 1960s and early 1970s. These years provided fertile soil for ideas
about quality of working life, industrial democracy, workplace welfare
programs, and design of better jobs and working conditions. This
agenda was suggested to face the decline of work ethics among the
young and more educated employees, and to meet their expectations
for meaningful work, equity, and a decent human workplace.

The quality of working life (QWL) movement in the 1970s combined
ideas and practices from both the socio-technical tradition and the
human relations tradition. Several programs of “Quality of Working Life”
or “Humanization of Work” were widely popular throughout the indus-
trialized world. These programs were sought to restore industrial peace
within the enterprise and to reduce manifestations of workers’ discon-
tent and frustration (and their economic costs). Emphasis was placed
on humanization of the content of work or improvement of the quality
of working life.2

Nevertheless, most of the workers’ participation programs until the
1970s were of the indirect representative type. In the European coun-
tries, the relative lack of union interest in direct participation programs
was consistent with the centralized labor relations systems that pre-
vailed for most of the postwar period. Such centralized systems
involved a trade-off: Employers (and governments) accepted union par-
ticipation on national and industrial levels of policy-making in return
for union consent to management prerogatives in running the local
enterprises.

The economic and social tensions of the late 1960s and early 1970s,
however, led unions in several industrialized countries (Federal
Republic of Germany, Italy, and Sweden) to pay greater attention to
direct participation strategies. For example, in 1974, the German unions
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and the federal German government launched a Humanization of
Working Life Program. In Italy, a similar initiation was started in the
early 1970s in the automobile industry, and, in Sweden, legislative
reforms were promoted to enhance participation of unions in decision-
making on technological change and work organization (Ozaki, 1996).

NOTES

1. In the United States, these feelings were the trigger for the Nixon

administration’s task force on Work in America, which was a milestone in work

reforms in America. Typical studies that document the spirit of the time among

the U.S. labor force can be found in the book of readings by Gruneberg (1976)

and the popular study by Sheppard and Herrick (1972). 

2. On practical efforts to address the humanization and participation ideas

in the 1970s, see the two-volume book by Davis and Cherns (1975).
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In the first generation, the main arena of participation programs was in
Europe. The experiences of three countries with indirect representative
participation had a unique impact on many other countries: joint con-
sultation in the United Kingdom, co-determination in Germany, and
self-management in the former Yugoslavia. To this list of major players
in the first generation of participation programs, I add the Scandinavian
version of workers’ participation and the collective bargaining model of
North America as a possible variant of representative workers’ partici-
pation.

GREAT BRITAIN: JOINT CONSULTATION

In the United Kingdom, the popular form of participation, in addi-
tion to collective bargaining, was joint consultation between manage-
ment and employees. This arrangement evolved in World War I in the
public sector, as an emergency forum for information exchange about
productivity, wages, and labor relations between employers and
employees in various forms of works councils, known as Whitley
Committees. Later on, these consultative councils spread to the private
sector as well. They were active and popular for a couple of decades.
However, after World War II, they declined and, with the rise of the
shop steward movement, most of the committees ceased to exist
(Emery and Thorsrud, 1969, 52–53).

After the war, Britain nationalized several key industries, such as the
coal mines and the railways. In the nationalized enterprises, employees
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could be represented on the boards of directors. However, the labor
representatives were forced to leave their positions in the unions. In the
private sector, employers and unions were against any form of joint
consultation, and preferred to include any participatory arrangement in
the framework of collective bargaining. This was also the recommen-
dation of the important Donovan royal committee on industrial rela-
tions in Britain in 1966. This general antiparticipation climate
characterized the United Kingdom until recently. Another well-known
royal committee issued the Bullock report on industrial democracy in
1977, revealing a sign of change. In this report the major recommen-
dation was to revise the British company law, in order to adopt co-
determination arrangements in accordance with continental Europe of
that time. However, this initiative was curtailed for many years imme-
diately after the rise of the new conservative government of Margaret
Thatcher in 1979.

However, in some public companies and in several private compa-
nies, such as Glaciers Metals, Scott-Bader, and John Louis, there was a
long tradition of joint consultation and economic participation. King
and van de Vall (1969, 165) portrayed a model of a British joint con-
sultation scheme (Figure 6.1). The important distinction in the model is
between authority relations and consultative relations. There is a clear
asymmetry in these relationships, where employees are entitled to be
consulted on some issues, but management has the right to decide.

Joint consultation schemes that survived in the United Kingdom in
the 1960s and 1970s were able to maintain regular meetings and to
meet the requirements of their bylaws. The general attitudes toward the
program among the members of the consultative works councils were
positive. However, rank-and-file employees were less positive about
the scheme. In some cases, the works councils weakened the local
shop stewards or antagonized the union officials. In other cases, mem-
bers in works councils withdrew from participation because they felt
that management refrained from consulting on major issues and offered
trivial agenda items for the council’s meetings. In the nationalized com-
panies, the works councils were exposed to another pressure—in some
cases they were accused of being too close to management at the
expense of the British taxpayers.

GERMANY: CO-DETERMINATION

The development of the co-determination system in West Germany
after World War II into a full-fledged system of workers’ participation,
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began as a socio-political buffer against a potential coalition between
the captains of the German industry and the ultra-right forces in post-
war Germany. It was also meant to involve the German labor move-
ment in the recovery of Germany by proposing a democratic program
to reorganize German industry (Emery and Thorsrud, 1969, 42–44). The
idea of co-determination, however, appeared in Germany earlier in
1920 in the Works Councils Act, which prescribed works councils for
all establishments with at least 20 workers. In the 1922 amendment to
this law, employees were entitled to information disclosure on the com-
pany’s business state and the works councils were able to elect repre-
sentatives to the company’s management organs (Co-determination in
the Federal Republic of Germany, June 1980, 9–10). Today the partici-
pation system is exercised through two major channels: in supervisory
boards of business companies, and through works councils.

Supervisory Boards

In medium-sized or large companies (stock corporations, limited lia-
bility companies, partnerships limited by shares, cooperatives, or
mutual insurance companies), employees can influence company
policy through their representatives on the supervisory boards. This
arrangement of the supervisory board extends to all company activities.
Thus the supervisory board, for instance, appoints the members of the
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management board. It may also revoke their appointments, demand
information on all company matters, and have the last word on impor-
tant business decisions, e.g., with regard to major investments or ration-
alization measures.

In iron, coal, and steel companies that employ more than 1,000
employees, labor representatives are equal in numbers to shareholders’
appointees on the company’s supervisory board, and there is another
neutral member. Enterprises other than iron, coal, and steel companies
that either alone or together with their subsidiaries have a workforce of
more than 2,000 are governed by the Co-determination Act of 1976,
which requires that the supervisory board be made up of equal num-
bers of representatives of shareholders and employees. However, the
shareholders have a slight advantage in the event of a stalemate in that
the chairman of the supervisory board, who is always a representative
of the shareholders, has a second casting and decisive vote.

Some of the labor seats on the supervisory board are reserved for the
unions represented in the company (or group): two in the case of a 12-
member or 16-member board and three in the case of a 20-member
board. All labor members on the supervisory board, i.e., those on the
company’s payroll and the union representatives, are elected by direct
ballot or by delegates.

Shareholder representatives on the supervisory board are elected at
the firm’s shareholders’ meeting. The members of the supervisory board
elect the chairman and deputy chairman at their constituent meeting. A
two-thirds majority is required. Failing this, a second vote is taken in
which the shareholder representatives elect the chairman and the labor
representatives elect the deputy chairman.

The supervisory board appoints the members of the management
board and may also revoke their appointment. Here, too, a two-thirds
majority is necessary; otherwise a mediation committee is appointed. A
labor director with equal rights is chosen according to the same proce-
dure. The labor director is chiefly concerned with personnel and social
affairs. In the appointment of a labor director, the employees’ repre-
sentatives have no veto. (see Figure 6.2)

Works Council

The works council is entitled to full and timely information rights on
the current and projected economic situation of the firm. These rights
were reinforced as a result of the 1989 amendments to the Works
Constitution Act of 1972. Also, clearly defined consultation rights are
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supplied and are applied to planned structural changes to the plant and
prospective changes in equipment and working methods that affect job
requirements, all decisions relating to manpower planning and indi-
vidual dismissals. (see Figure 6.3)

The works councils represent the entire workforce, and are formally
independent of unions. In practice, however, Addison et al. (1996)
reported that the majority of candidates are not only union members
but also union nominees. They cited results for works council elections
in the mid-nineties, where 73.5 percent of councilors were union mem-
bers at a time when union membership comprised approximately 35
percent of the working population. In the 1990s, the ties between the
works councils and the unions were closer than ever. Cooperation
between unions and works councils is fostered by workers’ education
programs conducted by the union movement, and by their joint pres-
ence on the supervisory boards of companies. Most councilors are
union members, and in that capacity they may also serve on union bar-
gaining committees. In some works agreements in large enterprises,
works councils regulate matters that fall outside legally defined areas
(Mueller-Jentsch 1995, 60–61).

The German experience in the first three decades after World War II
can be summarized in four points (Emery and Thorsrud, 1969, 44–52;
Adams and Rummel, 1977; Hartman, 1970; Wilpert, 1975):

1. The participation institutions (the co-determination and the works coun-

cils) were stable and worked well.

2. Although conflicts of interest between the unions and the works councils

did not materialize as originally feared, friction existed because of the

obscured demarcation of powers between the two institutions.
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3. Most experts accept positive assessment of the association between the

participation institutions and industrial peace and prosperity in West

Germany in that time. However, they could not ascertain the causal rela-

tionships. Attitude surveys showed that there was a general positive atti-

tude toward the system. However, most employees were indifferent and

only the labor activists were enthusiastic, many of whom used the par-

ticipation opportunities to develop their own careers in union and man-

agement roles.

Since the golden age of the German co-determination institutions in
the 1970s, the public mood has changed. Hans-Olaf Henkel, president
of the Federation of German Industry said: ‘’This thing that we cele-
brated 20 years ago [the 1976 law that ensures a parity of worker rep-
resentation] is not making it.’’ (International Herald Tribune, June 30,
1997).

Previously, German captains of industry would not dare to call the
co-determination system into doubt in a country where it is practically
sacrosanct. Moreover, the German labor movement consistently
rejected the slightest encroachment on their right to elect half of the
members of a company’s board of supervisors. But Henkel was insis-
tent that the system is flawed and impedes the global competitive edge
of Germany. To support his argument, Henkel said that there is not a
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single country in the world that adopts the German co-determination
system. He also assessed that two decades of co-determination have
shown that it can impede decision-making, delay restructuring, block
divestitures, and suppress boardroom debate.

FitzRoy and Kraft (1985, 1987, 1990) supported this view of the
works councils, namely, that they hinder efficient resource allocation,
reduce profitability, and undermine flexibility - all of which are essen-
tial for innovation and modern technology; and in addition they blame
the works councils for creating excessive bureaucratization. However,
in a careful study, Addison et al. (1996) criticized FitzRoy and Kraft’s
study for its methodology, data quality, and interpretations. They exam-
ined the effect of works councils on profitability and innovation. They
found, contrary to earlier reports, that only 20 percent of firms have
works councils. However, works councils are universal in all firms with
1,000 or more employees. They found negative correlation between the
presence of works councils and firm profitability, but not with innova-
tive activity. Therefore, they concluded that works councils are bad for
profits but, by the same token, there is no negative spillover to other
dimensions of firm performance.

In a recent project discussed in the book The German Model of
Codetermination and Co-operative Governance, Bertelsmann
Foundation/Hans-Bockler Foundation (eds.) (Gutersloh 1998), the
assessment of the German system in the 1990s is summarized in the fol-
lowing main points:

1. German co-determination has contributed to cooperation between

employers and employees based on mutual trust, primarily by statutorily

underpinning the participation rights of the workforce. 

2. Co-determination has adapted in a differentiated way to the specific tech-

nical and economic circumstances. This has led in practice to highly dif-

ferentiated forms of co-determination, underpinned by a uniform legal

basis. In day-to-day practice, co-determination has proved able, often to

an astounding degree, to adapt to new circumstances in plants and com-

panies undergoing change by means of a diverse, improvised, and inno-

vative development of institutions and procedures to meet the needs of

the situation at hand. Examples include the delegation of works councils;

co-determination rights to work and project groups; an appropriate dis-

tribution of competencies among plant, company, and group-level works

councils; and the application of the “spirit” of company co-determination

laws to new corporate structures that were no longer adequately covered

by existing law. The numerous efforts observed in practice to render co-
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determination more flexible, less bureaucratic, and more highly decen-

tralized, reflecting the new economic, technological, and organizational

conditions, deserve the support of government, the social partners, and

the labor courts.

3. Nevertheless, new forms of employment and corporate organization

threaten the value of co-determination. The increasing importance for

employment at small and medium-sized enterprises, in which there is no

works councils, or at least no full-time employee representative, leads to

a loss of importance and influence of co-determination as a whole. 

4. In the past, co-determination has repeatedly and successfully adjusted to

changes in competitive conditions. It now must face the challenge of

increasing cost pressure, new innovation requirements, shortened deci-

sion-making times, and more demanding investors in the context of

increasingly globalized goods and capital markets.

5. Co-determination on the supervisory board is particularly controversial.

Representatives of industry have argued for a reduction in the size of co-

determined supervisory boards in order to enable them to work more

efficiently. Representatives of labor, on the other hand, are in favor of

maintaining the number of supervisory board members stipulated by law,

in order to ensure that greater expertise is brought into the company.

There is agreement, however, on the urgent need to simplify the proce-

dures for elections to the supervisory board under the 1976 Co-determi-

nation Act.

Mueller (1999) reminded us that in Germany there is a dual system,
with collective agreements (negotiated between unions and employers)
and plant-level agreements (negotiated between works councils and
management). This system possesses considerable built-in flexibility
and is open to new ideas. This was also the conclusion of the
Bertelsmann Foundation and the Hans-Bockler Foundation’s study. Co-
determination was no longer a state affair, but rather an element of
single organizations within society that required further development.
Mueller believed that this dual system is not necessarily in conflict with
the new flexible methods of management. On the contrary, they can
work well together to solve problems such as how to reconcile the
security that workers want with the flexibility companies need. It seems
that in countries like Denmark, Germany, Ireland, Netherlands, and
Belgium, where managements accept greater participation, employee
representatives also desire it. Thus, employers’ preference for direct
forms of participation and the indirect participation favored by trade
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unions, such as collective bargaining, joint consultation, or co-determi-
nation, are converging.

YUGOSLAVIA: SELF-MANAGEMENT

The self-management system in the former Yugoslavia was created
after World War II around the popular committees and works councils
that were established to run the economy during the war. After the war,
the Yugoslavs, under victorious Tito, attempted to lead a liberalized
economy in a communist framework, which would mark an inde-
pendent model of socialism and would weaken the dependency on the
Stalinist Soviet Union. The Yugoslav system also had to face the unique
circumstances of the multi-ethnic, multi-national, and geographically
diversified nature of the country (Blumberg, 1968, chap. 8). The central
idea of self-management was to transfer responsibilities and authorities
to employees, and gradually to release the central planning and control
of the state. These principles had been anchored in the Yugoslav con-
stitution and laws since 1950, and were re-amended in 1962, 1967,
1971, 1974, and 1976. (Emery and Thorsrud, 1969, 42–31; Stambuk,
1985; and Mirkovic, 1987)

The Yugoslav work organizations were owned both de jure and de
facto not by state or private owners, but rather by a social self-govern-
ment institution called “social ownership” (drustveno vlasnistvo).
Accordingly, resources, productive capacities, and capital goods were
owned by the society. Thus, while Yugoslav workers could vote on
what to do with profits, they were technically working for the good of
the society (Witt, 1992).

Participation in this system consisted of direct participation and per-
sonal attendance at the meetings of all the workers and employees of
a workplace who could take part in the debate and the decision-
making procedure, directly by a referendum in which all workers may
vote, and indirectly through the works councils. The works council
held the highest authority in the enterprise (with membership between
15 and 120, depending on the workforce size). The council was elected
directly by all manual and other employees for a 2- or 3-year term. The
council and the popular committee (a local community and the
Communist party organ) nominated the enterprise director—often an
outside expert, who selected the management team. Officially, the
works council monitored the management team and the director, and it
was enhanced by consulting organs, such as the local Communist
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League, suppliers, creditors, and governmental authorities
(Abrahamsson, 1977, chap. 13). (see Figure 6.4.)

At the first international conference on participation and self-man-
agement, Pusic and Supek (1972, Vol. 1, 6–7), two prominent Yugoslav
researchers, summarized the Yugoslav experience with self-manage-
ment in the 1960s:

1. In the 1960s there were many works councils in all the economic sectors,

and their position as a recognized institution was strengthened and sta-

bilized. Nevertheless, workers were less interested in the details of man-

agement and more concerned with their own private position and

rewards in their workplace.

2. Research studies showed that during that time (the 1960s), there was still

a gap between the desired and actual power sharing in the enterprise. In

the apex of the hierarchy of power were first the managers, then the

works council, then the work supervisors, and, finally, the rank-and-file

workers. The desired order of the power hierarchy was works council at

the top, then management and the rank and file, and supervisors at the

bottom.

3. The works councils had, in a decreasing order, influence on wages and

salaries, social benefits expenses, investments, accommodations for
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workers, replacement of equipment, personnel decisions, production

planning, and organizational merges.

4. The self-management was more successful, according to workers’ assess-

ments, in smaller and newer enterprises, in enterprises with simpler tech-

nology, and among male, older, educated, skilled, and more politically

active workers.

5. Self-management was weaker in governmental and administrative organ-

izations and stronger in functional and professional organizations. Also,

citizens, as clients of all service organizations, looked for effective service

rather than ideological participation.

6. In other sources, Adizes (1971, chap. 8) discussed the problematic status

of the director of a self-managed organization. He or she was under pres-

sure both from the workers and the works councils and from the external

political and economic markets. These pressures did not encourage many

Yugoslav managers to take reasonable risks.1

In the first three decades after World War II, Yugoslavia enjoyed one
of the world’s highest rates of investment and economic growth.
However, as Yugoslavia’s GNP rose, workers became more interested
in personal income than in either the socialist ideology of equality or
the reinvestment of profits in the enterprise (Strauss, 1982). Thus, the
Yugoslav practice of voting to turn profits into wage increases rather
than into investment capital forced many self-managed firms to borrow
large sums of money, until the loans were no longer cheap, and a
national economic crisis was unavoidable. Adizes (1971) and Horvat
(1971) remarked that, despite the ideology of self-management,
Yugoslavia at that time was still a very centralized economy, and this
fact was a barrier even to sincere efforts to decentralize decisions on
wages, investments, and other managerial practices.

The deterioration of the self-management system and the whole
political system of postwar Yugoslavia began after Tito’s death in 1980,
and reached its lowest point in 1992. However, the seeds of the destruc-
tive economic and social processes had been planted long before.
Works councils in factories tended to favor short-term increases in
wages at the expense of long-term capital investments in more pro-
ductive equipment. Dissatisfaction with self-management and also with
the diversion of profits to less-developed regions, played a large role in
the secession of Croatia and Slovenia, both of which embarked on a
program of economic privatization and complete repudiation of the
socialist system. Socialist self-management remains in the reduced fed-
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eration, but Serbia and Montenegro suffered from the loss of markets
and sources of raw materials in the other republics, low work discipline
and productivity, and difficulties competing in world markets. 

THE UNITED STATES: COLLECTIVE BARGAINING

Contrary to the assertion in some quarters that in North America
workers’ participation was not a popular issue, contemporary histo-
rians, labor relations experts, and sociologists present evidence that
participation always has been a desired goal in labor policy. This is
embedded in the U.S. National Labor Relations Act (NLRA) and in sim-
ilar Canadian acts, which were explicitly intended to encourage co-
determination of conditions of employment through the practice of
collective bargaining (Adams, 1992). Although that expectation has not
been met, the NLRA has stimulated the expansion of collective bar-
gaining, which took place during the 1930s and 1940s.

There is a strong argument that collective bargaining itself is a form
of workers’ participation. The reason is that workers force management,
through union power, to consult, to share information, and to avoid
unilateral measures that negatively affect them. Sanford Jacoby (1995)
revealed that even management-sponsored company unions in the
United States had strong features of industrial democracy. He made a
distinction between representation plans [company unions] in the
1920s, and those adopted after the Wagner law in 1935. The adoption
of representation plans in the 1920s was not merely for the purpose of
impeding collective bargaining arrangements, but also to improve
workplace efficiency, reduce labor turnover, control egregious
foremen, get employees to identify with the firm, and strengthen the
work ethics. Most of the representation plans after 1935 had one and
only one purpose: to obstruct the formation of unions affiliated with the
AFL or CIO. However, even then, liberal intellectuals, including Senator
Wagner himself, had an understanding of collective bargaining as an
integrative and cooperative institution, not an adversarial one, as is con-
ventionally believed.

Whether collective bargaining is a form of workers’ participation or
not is a matter of definition. It does not contradict definitions of partic-
ipation programs that are offered in this book (for example, Glew et
al.’s definition, 1995, 26). However, we can examine the relevance of
collective bargaining from a different point of view. Collective bar-
gaining was the central institution of industrial relations in most coun-
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tries where workers’ participation programs were installed. In most
cases, these programs complemented the industrial relations arrange-
ments and did not challenge them or undermine them. In fact, they
contributed to industrial peace that was the major goal of the collective
bargaining system. Therefore, although collective bargaining was not a
formal workers’ participation program, it was not adverse to represen-
tative participation programs either. 

THE FIRST GENERATION AS MIRRORED 

IN THE IDE PROJECT

In the years 1975–1976 a research group from ten Western European
countries, Yugoslavia, and Israel conducted an international study, enti-
tled Industrial Democracy in Europe (IDE), on the impact of formal par-
ticipation programs on actual participatory behavior and culture within
enterprises (IDE, 1981). This integrative and international project
reflects well the participation agenda of the major players in indirect
representative programs of workers’ participation, namely, the impact
of a formal, legally prescribed system of participation in the actual dis-
tribution of power, involvement, and influence in organizations.

Data were obtained in the mid-1970s from 7,832 respondents
employed in 154 manufacturing and service firms. The study revealed
that countries with more formal participation of workers in decision-
making and with more influence relative to management tended to be
the countries with more rapid economic growth. Nations supporting
higher interactive training and lower individualism among children
appeared to have higher levels of formal worker participation and
higher power distance in corporate culture.

In 1986 through 1987 another study replicated the earlier study (IDE,
1993). The sample for the replication, comprising key senior manage-
ment and union respondents in 72 establishments, was evaluated to
measure the influence of bargaining groups on industrial relations
issues within participative structures. According to Bernhard Wilpert,
the project coordinator, the main focus of the research was on the dif-
ferential distribution of power and influence in organizations subject to
different industrial democracy schemes. The core theoretical model
postulated a relationship between formal rules for participation and the
distribution of influence and participation in companies (measured by
ranking key informants’ influence and involvement in 16 types of deci-
sions). Rosenstein found some patterns broadly similar across the coun-
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tries under study: chronic unemployment in most of the countries, pres-
sures for a reduction or stabilization of labor costs, and a call for greater
flexibility in working conditions. Rosenstein said, “Generally speaking
. . . industrial democracy was on the defensive” (Rosenstein, IDE, 1993,
68).

However, the impact of structural changes was rather uneven across
countries. Drenth (IDE, 1993, chap. 3) presented comparisons among
countries and over time with respect to formal participative systems,
actual involvement practices, and the distribution of influence.
Participation at higher levels of management was found to be influ-
enced by the relevant board system, as was evidenced by the striking
differences between the United Kingdom and Germany. Similarly, par-
ticipation level F (“permanent representative bodies at the establish-
ment level, no matter of what origin”) included very dissimilar
structures.

The replication study yielded evidence of substantial differences pri-
marily in the formal participative structures, not so much in actual influ-
ence, which showed “remarkable stability over the ten years” (IDE,
1993, 96). Peccei (IDE, 1993, chap. 4.) analyzed contextual factors
affecting patterns of influence distribution, such as organizational size,
level of automation, perceived market dominance, and average unem-
ployment rate. He concluded: “patterns of influence in organizations
are not significantly conditioned by contextual factors” (IDE, 1993, 140)
but rather by institutional norms mediated by historical conditions and
by management strategy. Heller and Warner found that the common
trend between the two studies from 1975 to 1976 and 1986 to 1987 was
the attempt of companies to reduce the strength of labor during a reces-
sion. In fact, even where labor had been strong in the 1970s, it tended
to lose ground between the two studies.

These conclusions fit well the argument of the changing generations
in participation programs, which is discussed in Chapter 7.

NOTE

1. For a different view, by one who ran a self-managed firm, see Blum,

1970.
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The second generation of participation programs covers the the most
recent decades and could be called the era of employee involvement
programs (EIP or EI), which is different from the previous era of
workers’ participation (WP) programs.1 The assumptions, goals, strate-
gies, structures, and operative modes of various workers’ participation
programs in the collective employment relations are quite different
from those of the brave new world. Employee involvement, in this neo-
capitalist framework, is an alternative and quite a different phenom-
enon—not participation for participation’s sake, not participation as a
vehicle to a harmonious work community, not participation as a power
equalization mechanism, not participation as a strategy of industrial
peace, and not participation as a means to industrial democracy.2 But,
on the contrary, this is participation in a novel sense, which relates to
calculated, self-interested involvement.

Involvement partly provides a substitute for the above expectations
and partly addresses different ones, namely, to improve the balance
between inducements (rewards) and contributions (productivity),
without the all-embracing vision of the work community. Thus, man-
agers expect and design involvement structures and processes in order
to enhance high performance and improve competitiveness. This
includes upgrading skills, encouraging teamwork, developing commit-
ment to quality, and enhancing work flexibility. Nowadays, participa-
tion by works councils and workers’ representatives in managerial
bodies is not greatly appreciated as a means to enhance productivity
and competitiveness. In the current agenda, the old faith in human rela-
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tions is replaced by new management theories. Thus, lean production,
high performance, quality circles (QC), total quality management
(TQM), just-in-time (JIT), reengineering, and other new guru theories
enter the arena and join the new packages of employee involvement.3

Again, pragmatism, rather than ideology; self-interest, rather than public
interest; and productivity, rather than general work behavior, are the
bon ton of the involvement issue.

EI programs began in the late 1970s and early 1980s with experi-
ments with quality circles and quality of working life programs.
Through the 1980s and 1990s, they proliferated, focusing on total
quality management, continuous quality improvement (CQI), and other
teamwork techniques (Kochan and Osterman, 1994; Ozaki, 1996).
Lawler et al. (1995) assessed that the most commonly used EI practices
in the 1980s were quality circles, task forces, quality improvement
teams, and suggestion programs. Cotton (1993), in his comprehensive
survey of the vast literature on employee involvement, was perhaps the
most inclusive in his description of EI techniques. He included QWL
programs, quality circles, gainsharing plans, representative participa-
tion, job enrichment, work teams, and employee ownership. However,
he suggested a distinction between strong (self-directed work teams,
gainsharing), intermediate (quality of working life, job enrichment,
employee ownership), and weak employee involvement techniques
(quality circles, representative participation). EI practices are often
described as “parallel participation” structures because they work par-
allel to the formal organization. They are largely dependent on the reg-
ular organization for implementation, and do not radically alter the way
in which the day-to-day work is performed.4 Martin et al. (1995), Cotton
et al. (1988), Griffin (1988), Marks et al. (1986), and Locke and
Schweiger (1979) concluded that EI programs were tied to increased
levels of satisfaction and organizational commitment. EI programs led
to improved working conditions, provided greater opportunities for
employee self-development, had a direct impact on productivity, and
decreased absenteeism.

LEAN PRODUCTION AND TEAMWORK

Toward the end of the 1970s and the beginning of the 1980s, the
economic situation in most of the developed countries worsened. Since
then, intensifying competition in globalized markets has made enter-
prise survival dependent upon continuous improvements in produc-
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tivity, in product and service quality, and in speed of delivery. These
changes were caused and accelerated by the dizzying rise of new tech-
nologies: electronics, opto-electronics, robotics, informatics, biotech-
nology, and so forth. This new industrial and technological revolution
and the intensifying global competition had a strong negative impact on
employment levels in the developed countries. However, it also created
strong demand for a new highly skilled, educated, and flexible labor
force. Flexibility has become a key feature of high-performance work
organizations.

In the new world of work, many firms perceived the older partici-
pation programs as luxurious, redundant, and irrelevant to the turbu-
lent changes. Despite that attitude, many of the early ideas and
experiments with socio-technical methods and autonomous work
groups have come back into favor, with new names, as innovative solu-
tions to the new requirements of flexibility and competitiveness (Braun
and Senker, 1982; Walton, 1982; Emery, 1982). Indeed, they became the
building blocks, in different configurations and terminology, of the
involvement programs in the second generation.

Appelbaum and Batt (1994) identify “lean production” (LP) and
“team production” as the two major practices that characterize the new
high-performance enterprises.5 The concept of lean production has
been popularized by Womack et al. (1990), a group of researchers at
the Massachusetts Institute of Technology. While there is a large and
growing body of literature on the rise of lean production, Huxley and
Robertson (1997) exposed the unpleasant aspect of LP, as viewed from
the employees’ point of view. They studied lean production techniques
in the CAMI Automotive plant in Canada (a joint venture between
General Motors and Suzuki, which opened in 1989). Under LP methods,
they explored practices of recruitment and training of new workers for
teamwork, the transfer of tasks from first-line supervisors to team
leaders, job enrichment, job rotation, suggestion system, QCs, CQI, JIT
delivery, and lean staffing (e.g., the elimination of relief workers and
industrial engineers). The authors expected a more committed work-
force and more harmonious labor-management relations. Instead, they
found steady erosion of worker commitment to CAMI’s values and
goals. Actually, as the pace of work and workloads increased substan-
tially, many workers were quoted as referring to CAMI as “just another
car factory.” The authors concluded that the essence of workers’ dis-
satisfactions was a rigid adherence to a lean system dedicated to max-
imum output with minimal labor.
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While team production has many features similar to lean production,
its dependence on the active participation of front-line workers appears
to contribute to more fundamental organizational change. Teamwork
has many features in common with the autonomous work group of the
socio-technical theories of the 1970s. The novelty of today’s teamwork
lies in the management-controlled teamwork, as opposed to
autonomous group work, which was previously regarded as an instru-
ment for enhancing quality of working life and industrial democracy.
Nevertheless, the use of teams has expanded dramatically. For example,
82 percent of American companies with 100 or more employees
reported that they use teams (Gordon, 1992). Sixty-eight percent of
Fortune 1000 companies reported that they used self-managing work
teams in 1993 compared to 28 percent in 1987 (Lawler et al., 1995).

DOWNSIZING AND OUTSOURCING

Downsizing of work organizations and outsourcing of a range of the
firm’s activities and capabilities are the results of many EI programs.
One may trace this phenomenon of downsizing in the deindustrializa-
tion of the United States in the 1970s (Bluestone and Harrison, 1982),
which led to the loss of blue-collar jobs and later to the loss of
whitecollar jobs as well. This trend has been explained by several fac-
tors: technological breakthroughs, globalization of the economy, capital
flight, and the shift from manufacturing to service industries (Eitzen and
Zinn, 1989). However, unlike the layoffs in the past, it has involved
restructuring of work organizations and designing of a new division of
labor among the employees left behind.

Many companies have downsized. In a survey carried out every year
by the American Management Association since 1987, an average of
almost 50 percent of companies surveyed reduced their workforce.
Greengard and Meissner (1993) reported that large U.S. firms
announced nearly 600,000 layoffs. Work organizations expect down-
sizing to help them cut costs, reduce bureaucracy, help adapt to
changes in the environment . . . and survive. However, downsizing has
a negative impact on people who lose their jobs or are left behind, and
results in lower morale and productivity, reduced loyalty, and burnout
among managers (Cameron et al., 1988). Downsizing also has a nega-
tive impact on employee involvement, despite the claims of some con-
sultants and personnel managers that organizations can heal the
impaired morale and productivity by enhancing employee empower-
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ment and team building. Employers, more often than perhaps is
known, have to deal with the negative effects of downsizing. In con-
trast with the philosophy of regaining competitiveness through down-
sizing, a survey by the consulting firm Ernst and Young (Success, April
1996) showed that 80 percent of the top executives surveyed said that
using teams and implementing compensation systems linked to per-
formance, rather then using direct downsizing moves, made their com-
panies more competitive. The results of another survey showed that
fewer than half of all firms that have downsized since 1990 have
reported short- or long-term operating profits, and 72 percent reported
a decline in levels of worker morale (The Economist, October 26, 1996).

There is research evidence of a decrease in employee morale, loy-
alty, commitment, and innovation after layoff notification (Leana and
Feldman, 1992). In a study of a unionized manufacturing facility, a part
of an American multinational corporation, Martin et al. (1995) explored
the relationships between an EI program and the effects of downsizing.
The EI concept was introduced in 1986 by plant management as a
means to manage costs and quality, and as an evolutionary step toward
self-managing work teams. By the end of 1990, over 55 percent of the
total nonmanagement work force were EI program members. Teams
met for 1 hour each week and were led by team supervisors. Trained
facilitators coordinated the overall program and provided support for
the teams.

In the same year, the corporation pulled out a product line from the
plant site and transferred it to an overseas manufacturing facility. This
resulted in the permanent layoff of 210 skilled employees. The
researchers found that EI membership did make a difference in worker
responses to being discharged. Despite the fact that they faced perma-
nent layoffs, EI members reported higher levels of organizational com-
mitment and more favorable attitudes toward management than
nonmembers faced with the same outcome. As compared to nonmem-
bers, EI members were less severe in their assignment of blame to man-
agement and more severe in their assignment of blame to the union
and to themselves. In other words, members may have felt that they
“should have seen it coming” and been able to do something preemp-
tively.

Outsourcing is the other side of the same phenomenon, and, as with
downsizing, there is bound to be backlash. The soft management liter-
ature is full of accounts of disillusion and skepticism. For example,
Scott Leibs reports in Industry Week (April 6, 1998) on this new reality
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that is taking hold in outsourcing. In a critical paper in the same month
(Industry Week, April 20, 1998), John Mariotti attacks the tendency to
view strategic outsourcing as a solution to every kind of problem. There
are many genuine advantages to using third-party contractors. They
may have special skills, knowledge, resources, and technology that the
firm does not need to own. Outsourcing to a contractor who has com-
plementary skills is even a smart idea. However, the story is different
when the outsourcing deals with core activities of the firm. When the
firm outsources its core competencies and capabilities, it may be giving
away the whole business. Like any powerful medicine, if used incor-
rectly it can be deadly.

EMPLOYERS’ ROLE

Since the 1980s, employers’ concern has shifted from programs to
improve working conditions for the sake of higher worker morale and
industrial peace to EI programs to improve the quality of products,
services, and productivity. However, since in many countries the trade
unions and their allies are opposed to these programs, the employers’
strategy has been to weaken this resistance everywhere.6

In the United Kingdom in the early 1980s, employers made every
effort to regain unilateral control over work organization and reduce
the influence of the trade unions and shop stewards. According to the
1990 Workplace Industrial Relations Survey (WIRS), they may have suc-
ceeded. Union-related constraints on their freedom to organize work
were reported in only 16 percent of the establishments surveyed—and
in only 10 percent in the private sector (Millward et al., 1992). In
Germany, the metal industry employers’ association was strongly
opposed to the extension of works councils’ co-determination rights to
work organization issues (Jacobi and Hassel, 1996, 111–113). However,
in larger firms, management generally seemed to believe that rationali-
zation projects could not circumvent the works council. As a result, the
practice of entering into an informal “modernization contract” between
management, works councils, and employees was spread, particularly
in the machine tool, automobile, and chemical industries (Mueller-
Jentsch et al., 1992, 102–103).

Employers’ reluctance to associate unions with EI programs was
common in Australia, Japan, and the United States as well. Management
in Japan generally regarded work organization as a matter of manage-
rial prerogative. It usually informed unions of organizational changes,
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sometimes consulted them, but only rarely negotiated with them on
such changes. In the United States, there were a number of high-per-
formance companies with a strong union presence where management
accepted a high degree of union-management cooperation in work
organization (e.g., Xerox, Boeing Aerospace, AT&T, General Motors,
Chrysler, Ford, and TWA). Nevertheless, a large majority of employers
in the United States regarded unions as a hindrance to productivity and
were unwilling to recognize them, let alone allow them to participate
in decision-making on work organization.

In Italy, employers widely regarded collective bargaining as a means
for reorganizing work and promoting direct participation. Similarly,
Swedish employers generally accepted the principle of union-manage-
ment cooperation in developing work organization. The French
employers, since the decline of union power in the 1970s, unilaterally
promoted various programs of employee involvement. Nevertheless,
they attempted to make the 1982 act on “workers’ right of expression”
subject to union-management agreement. Thus, since the late 1980s, an
increasing number of enterprises have started to negotiate collective
agreements on issues related to work organization.

So, employers’ policies toward EI programs were proactive and vig-
orous. As time passed, however, many of them have discovered the
advantages of the unions’ cooperation in these programs, but they are
generally wary of rigid direct participation and excessive bureaucratic
arrangements added by unions to these programs (Ozaki, 1996).

UNIONS’ ROLE

In the new era of EI programs driven by employers’ pursuit of higher
competitiveness, unions were confronted with the challenge of defining
new policies. Labor’s initial response to EI programs tended either to
reject completely or fully embrace the concept of EI.7 In the intervening
years, however, the labor movement has become considerably more
sophisticated in its approaches to EI programs. The earlier ideological
approach has been replaced by a more pragmatic approach that rec-
ognized the usefulness of EI programs to union goals.

In 1994, the European Foundation for the Improvement of Living and
Working Conditions (EFILWC) carried out a survey of the positions of
the European “social partners” (employers, unions, and so on) on direct
participation in Europe (Regalia and Gill, 1995; 1996). According to the
EFILWC survey, there were three main positions of unions:
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1. They are opposed to management-orchestrated participative programs.

Unions that adopted this position basically regarded such initiatives as a

managerial device to exploit workers more efficiently and to seek to con-

ceal the fundamental divergence of interests and inequality in power

between employers and workers. Examples of unions that shared this

view were Belgium’s FGT and France’s CGT-FO. German unions adopted

similar positions as well throughout the 1980s. The position of the

American AFL-CIO has been ambivalent until more recently. This attitude

has support in some academic quarters. Some researchers still suspect

that EI programs, at least in part, are being sponsored by management in

an attempt to undermine unions and manipulate workers into working

harder (Grenier, 1988). Parker (1985) expressed these strategic fears of

labor that “Toyotism” is not an alternative to ‘Taylorism,” but rather a

solution to the classic problem of the resistance of the workers to pro-

duction rationalization.”8

2. Management-initiated EI programs are an opportunity. According to this

approach, EI programs can improve the quality of work and increase

workers’ influence at shop floor level, while enhancing the competitive-

ness of the company. Unions that adopt this position seek to play an

active part in organizational reform through representative forms of par-

ticipation, including collective bargaining. Scandinavian and Italian

unions generally fall into this category. France’s CFDT, the sponsor of the

1982 Act on “worker’s right of expression,” has been in favor of

employee participation for more than two decades. Germany’s IG Metall

and DGB adopted this position in the 1990s (Jacobi and Hassel, 1996). In

1994 the AFL-CIO publicly endorsed labor-management partnerships for

purposes of introducing new models of work organization and employee

participation (Kochan and Osterman, 1994, 165–166). In the United

Kingdom, where unions have been almost uniformly hostile to new

forms of work organization, the Trades Union Congress has increasingly

recognized the need for more flexible production systems.

3. Participation falls within the managerial domain. According to this posi-

tion, unions should not seek to influence EI initiatives. This is typically

the position taken by most Japanese unions. Work organization is an area

of enterprise management in which union involvement is indeed

markedly weaker in Japan than in many other industrialized countries. As

a matter of fact, many shop floor union representatives in Japan are

group leaders or team leaders, who otherwise participate in decisions

concerning work organization.
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The various reactions of labor unions to EI programs well reflect the
disarray and confusion in organized labor movements. They reveal the
lack of coherent labor theory and strategy in the new post-modern
second generation, where identities of allies and foes, and concepts of
good and evil are blurred and constantly changing. The well-recog-
nized and relatively small group of players in the participation game are
replaced by many and different players. Also, the central arena of par-
ticipation programs moved to a different continent—to North America.

NOTES

1. The literature on EI is expansive. See, for example, Lawler et al., 1992,

1995; Marchington et al., 1992; McCaffrey et al., 1995.

2. The researchers of the Industrial Democracy in Europe (IDE), with its

emphasis on industrial democracy and power sharing are aware of the changes

during this decade (p. 148): "Over the ten years [1977–1987], labour tended to

lose ground in organizations where it had been strong in the seventies.

Management strategy of reducing the strength of labour . . . was facilitated in

places where unemployment was high. Where unemployment was not high

and labour was not particularly strong in the 1977 research, the influence of

workers did not change very much. In these circumstances it is quite likely that

management initiated quasi-participative human resources measures, like

briefing groups and various employee involvement programs, including quality

circles . . .” (IDE, Research Group, 1993).

3. Baillie (1995) highlighted the adoption of EI practices as streaming

after guru theories in management. By reference to total quality management,

human resource management, and employee involvement, he described the

amusing case where it was almost impossible to attend a conference or read a

specialist journal over the last decade without someone trying to convince you

that these practices were critical to your organization’s performance. In the late

1980s and into the 1990s, these topics were being preached with a gospel-like

fervency.

4. Hyman and Mason (1996) drew the difference between employee

involvement and workers’ participation, EI are practices that emanate from

management and purport to provide employees with the opportunity to influ-

ence decision-making on matters that affect them. Employee participation, on

the other hand, refers to initiatives, which promote the collective rights of

employees to be represented in organizational decision-making, including col-

lective bargaining. The European countries exhibit this approach with works

councils, employee representation on boards, and financial participation.
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5. Various surveys of work practices showed that many firms have imple-

mented at least a few innovative work practices, but that these practices typi-

cally cover a small fraction of a firm’s workforce and that no particular practices

predominate. See Osterman (1994). His survey had a response rate of 66 per-

cent and was limited to establishments with 50 or more employees (which

employ more than half of all workers). An establishment could be a head-

quarters or a division of a company. Practices examined were teams, job rota-

tion, total quality management, and quality circles.

6. In some cases, employers promoted EI programs to weaken the trade

unions. Grenier and Hogler (1991) showed how hostile management used an

employee involvement program to block attempts to unionize during the union

organizing campaign.

7. The U.S. Department of Labor publication Labor-Management

Cooperation: Perspectives from the Labor Movement (1984) provides an

example of these early, relatively simplistic responses.

8. Hodson et al. (1992) found, in a sample of 371 employees in an

American company, that increased worker autonomy and participation led to

a similar increase in worker solidarity, and that increased worker autonomy did

not decrease solidarity and had only a limited effect on a sense of injustice at

the workplace. Thus, the fear that autonomy will increase worker consent and

erode a critical stance toward management was not supported.
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In the first generation of participation programs, the dominant players
were European countries and organizations. Both indirect and direct
forms of participation were pioneered and experienced in European
enterprises and research institutions. In the second generation of
employee involvement programs, the dominant player was the United
States, with influence of the Japanese work organization. Europe and
other countries in this period adopted innovations in the field rather
than initiating them.

THE UNITED STATES: REDISCOVERING PRAGMATISM

Since the 1980s, there has been a substantial expansion in the
number and variety of employee participation programs and workplace
committees in both establishments governed by collective-bargaining
agreements and those without union representation. These arrange-
ments take a wide variety of forms such as quality circles, employee-
participation teams, total quality management teams, safety and health
committees, gain-sharing plans, joint labor-management training pro-
grams, information-sharing forums, joint task forces for a variety of
problems, employee-ownership programs, and worker representation
on corporate boards of directors.

This change has been driven in part by international and domestic
competition, technology, and workforce developments. However, the
external forces have been accompanied by a growing recognition that
achieving a high-performance economy requires changing traditional
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methods. The required changes were of labor-management relations
and the organization of work in ways that more fully develop and uti-
lize the skills, knowledge, and motivation of the workforce and that
share the gains produced.

Given the fact that there was a general lack of interest in participa-
tion programs in the United States prior to the 1980s, evidence of a
remarkable change was reflected in the Commission on the Future of
Worker-Management Relations in 1993. This was comparable in impor-
tance, perhaps, to the task force on Work in America in the 1970s. The
commission was announced by Secretary of Labor Robert Reich and
Secretary of Commerce Ronald Brown on March 24, 1993, and was
chaired by John Dunlop. Its first question to report was: “What (if any)
new methods or institutions should be encouraged, or required, to
enhance work-place productivity through labor-management coopera-
tion and employee participation”?

On June 2, 1994, the Secretaries of Labor and Commerce released the
Fact-Finding Report of the Commission and an Executive Summary. The
first item in the mission statement that the committee issued is striking:
“Expand coverage of employee participation and labor-management
partnerships to more workers and more workplaces and to a broader
array of decisions.” The trigger for the Dunlop Commission was two
cases of violating the labor law of the National Labor Relations Board
(NLRB). The first was the case of Electromation, an Indiana electronics
company. The company had set up joint employee-management com-
mittees. Shortly after the committees were established, the Teamsters
union attempted to organize the plant and lodged an NLRB complaint
about the committees. In a major ruling, including the failure of an
appeal to the Seventh Circuit, the NLRB held that the committees vio-
lated section 8(a)(2). They were illegal because the company helped to
form the committees and the committees represented employees in
dealings with the employer over terms and conditions of employment.
Yet Electromation did not make it clear as to precisely when employers
could or could not set up committees, teams, and other EI programs.

These questions were clarified in the DuPont case. DuPont estab-
lished joint labor-management committees at one of its unionized
plants, and the NLRB held the committees to be unlawful. Attached to
the DuPont decision were guidelines telling employers how to set up
EI programs that would comply with the National Labor Relations Act.
Briefly, the NLRB held that an EI program might be lawful (1) if it dealt
exclusively with management functions, such as an entirely self-man-
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aging team; (2) if the EI program were a rotating group or an assembly
of all employees that had no leaders or spokespersons; (3) if the EI
program involved sharing information or “brainstorming” with
employees without making proposals; and (4) if the EI program were
a one-way body, such as a suggestion box.

The AFL-CIO supported these rulings, since for them nonunion EI
programs were an impediment to union organizing and could not pos-
sibly meet the full range of employee needs. The employer community,
however, was not happy with the decisions and has sought legislation
to counter them. One such bill would allow employers to set up EI
programs. The “Teamwork for Employees and Management Act”
(TEMA) permits EI programs to deal with “matters of mutual interest
(including issues of quality, productivity, and efficiency)” as long as
these EI programs do not negotiate or modify an existing labor contract.
The Clinton administration found itself in a difficult position in the
debate over EI programs in 1993, and the Dunlop Commission was a
way to resolve these issues.

Whatever the detailed occurrence, it marked a shift in the American
attitude toward participation. In “The Worker Representation and
Participation Survey,” a national survey of American employees con-
ducted by Princeton Survey Research Associates in the fall of 1994,
which was cited by the committee, we get a picture of employee
involvement in the United States today. This study is a detailed and in-
depth analysis of workplace practices and of the attitudes and views of
workers on workplace issues.1 It presents the views of a representative
sample of over 2,400 employees in privately owned firms with greater
than 25 workers. It identifies workers and supervisors, current union
members, prior members, and nonmembers, as well as the diverse
demographic groups that make up the American workforce.

The major findings of the survey, relating to employee involvement,
are briefly summarized as follows: American workers want more
involvement and greater say in their jobs. They would like this involve-
ment to take the form of joint committees with management and would
prefer to elect members of those committees rather than have managers
select them. They prefer cooperative committees to potentially adver-
sarial organized relationships.

One-third of the employees reported being involved with self-
directed work teams, total quality management, quality circles, or other
forms of employee involvement programs, and over half reported that
such programs exist at their firms. Most employees wanted more influ-
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ence or decision-making power in their job, and believed this would
improve company productivity as well as their working lives, and
almost two-thirds of employees said they wanted more influence.

The debate in the United States around the commission reflects basic
dilemmas in the American industrial relations. Since the 1970s, the
industrial relations system in the United States has been experiencing a
huge contraction in private sector unionism (currently only 11 per-
cent—half the rate of 25 years ago) and rapid expansion of team-based
production and other forms of employee participation in the work-
place. Osterman (1994) showed that EI programs have made a signifi-
cant expansion in American companies. EI programs initially took hold
in the nonunion sector and are now spreading to unionized firms as
well. These new programs, however, run counter to that of the tradi-
tional adversarial model of collective bargaining.

Some argued that the unions’ position is due to coercion by
employers, who pressure and threaten employees not to join unions,
and undoubtedly such employer behavior occurs during union organ-
izing campaigns. It is also likely, however, that they fail to deal with the
new work relations’ patterns. Indeed, in a provocative study, Farber
(1990) found that the decline in demand for union representation in the
United States could be accounted for almost entirely by an increase in
nonunion employees’ job satisfaction.

Pivec and Robbins (1996) elaborated on the controversial employee
involvement in the United States by emphasizing that times change.
Employees today are not the laborers of the early twentieth century,
whose work consisted of narrow, repetitive tasks. Technological
advances and the development of a globally competitive marketplace
have compelled changes in industrial relations. Employees are increas-
ingly involved in solving problems and making decisions that were
once the province of management. Committees and other cooperative
programs often address workplace issues such as safety, efficiency, and
quality.

Delaney (1996) put the Dunlop Commission in perspective. He
argued that the central question is whether the proposed solutions in
the commission’s recommendations facilitate the achievement of sus-
tainable economic competitive advantage and the promotion of civil
society. One proposal that may balance both economic and social
objectives is the encouragement of work systems based on employee
participation in decision-making. Inherent in the idea of giving
employees a voice is the notion that their desire to participate is cou-
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pled with their will to work harder and smarter in return for participa-
tion opportunities. Participation also can stimulate the development of
civil society because it encourages individuals to develop and practice
habits that are critical to self-sufficiency, self-rule, and the development
of individual responsibility (recall Pateman, 1970). However, Delaney
argued that participation cannot be mandated and can occur where
both the employer and employees desire it. 

In a reply to Delaney, Coxson (1996), in an attack on “groups of
union officials, joined by a small vocal minority of labor law professors,
who have stubbornly challenged needed legislative reforms to the
National Labor Relations Act to encourage workplace cooperation,”
called him to draw the conclusions from his own analysis in favor of a
significant reform in the legislation of the NLRB. He cited Delaney him-
self on the mismatch between yesterday’s labor laws and today’s work-
place realities, and complained that the Clinton administration gave in
to a small powerful cadre of union leaders whose political support was
needed before the 1996 presidential election. Since the publication of
the Dunlop report, no significant change in legislation has occurred,
and there is still a huge gap between a reality of growing experience
with EI and the U.S. labor law.2

North American labor-management tradition is not a lack of partici-
pation aspirations and practices. This tradition is practical and related
to ideals of communalism and individualism rather than political ideals
of industrial democracy as in Europe. The revival of the participation
agenda in the United States in the 1990s is a fascinating litmus test for
both the social undercurrents in American society and the changing
faces of participation in work organizations. 

THE EUROPEAN UNION: BRIDGING 

THE GENERATION GAP

The European Union (EU) is not homogeneous on the issue of par-
ticipation programs. Lines of differences divide the United Kingdom
from continental Europe, the Scandinavian block from the rest of
Europe, northern countries from southern countries, East Europe from
West Europe, and so forth. However, participation and involvement in
the last decades in European countries are not only social and eco-
nomic issues but also attempts to develop a European way of life and
all-embracing strategy. The programs, the debates, and the research are
therefore rooted in a long tradition of participation, in some cases even
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pioneering experience, on which the Europeans want to build. The par-
ticipation issue in Europe in the last decades is influenced by two major
factors: the unification process and the policies of welfarism of the
postwar era.

In his study of employee participation in EU countries, Herman
Knudsen (1995) documented the change during the decades after
World War II, where increased and formalized employee participation
in workplace decision-making reached an apex in the 1960s. There
then followed a long period of inactivity, if not retreat, even in
Germany, where extensive workers’ participation rights, anchored in
national law, had been enacted. In the last decade, after the adoption
of the Maastricht accords, efforts to enact an EU-wide “social charter”
were consistently blocked by Britain’s Conservative government, which
strongly resisted the concept of formal worker participation in enter-
prise decision-making.3 A dramatic change took place in Britain on May
1, 1997, with the election of a Labor government. One of the first
actions taken by Prime Minister Tony Blair was to notify the EU that
Britain would accede to the “social charter” and establish the forms of
worker participation provided in it, thereby ending the British hold-out
on such issues as elected works councils and their right to participate
in enterprise decision-making.

Knudsen studied four countries in detail: Germany, Britain, Spain,
and Denmark. Of these four, the German model has had the strongest
influence on EU-wide developments, in spite of strong national histor-
ical differences. Yet these different approaches occurred within a
common European framework, especially during the period since the
creation of a “common market” in the Treaty of Rome in 1958. He
asserted that national institutions and their historical legacies will con-
tinue to distinguish trade unions and works councils in Germany (with
its strong tradition of formal and legal regulation) from those of
Denmark (characterized by a long informal, cooperative inheritance)
and Spain (marked by the struggle of the workers against the Franco
regime). However, there will be growing convergence in the pattern of
workplace governance.

As noted, the United Kingdom is a special case in its resistance to
the old types of workers’ participation programs. However, in EI pro-
grams the picture is different. Evidence from two major sources, the
workplace industrial relations survey (WIRS) and employers’ manpower
and skills practices survey (EMSPS) in 1990, supported the claim that
the proportion of organizations with EI programs is higher than is per-
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haps commonly assumed. In another publication, Wood and Menezes
(1998) explored practices identified with high commitment manage-
ment (HCM), which is their term for high-performance organizations.
They found 23 common practices of HCM related to EI.4

The EI efforts on a European level are quite extensive. The institu-
tionalization of European works councils was discussed in Chapter 2.
Another initiative is a Green Paper (“Partnership for a new organization
of work”) of the European Commission, which on April 16, 1997,
invited the social partners, public authorities, and other interested
bodies to provide inputs to a framework designed to encourage
European firms to render work organization more flexible, while at the
same time improving security for workers. The Green Paper empha-
sized the importance of the development of an integrated approach in
relation to employment and competitiveness, taxation and social pro-
tection issues, the information society, worker involvement, macro-eco-
nomic and structural policies, and education and training.5

The most important research on the state of the European participa-
tion programs today is the “Employee Direct Participation in
Organizational Change” (EPOC) project—a major investigation of the
nature and role of direct participation, which was launched by the
European Foundation for the Improvement of Living and Working
Conditions in 1992. Activities so far have included work on the concept
of direct participation; a study of the attitudes of the social partners
throughout Europe; an appraisal of available research in the United
States, Japan, and the European Union; round tables and conferences
of social partners and government representatives, and a representative
postal survey of workplaces in EU countries (Euroline, November
1998).

Ten countries were involved: Denmark, France, Germany, Ireland,
Italy, Netherlands, Portugal, Spain, Sweden, and the United Kingdom.
Respondents were workplace managers. The survey covered the views
of management in nearly 6,000 establishments. Managers responding to
the EPOC survey believed that direct participation in organizational
change works. Each of the forms of direct participation was viewed as
having positive effects on a range of performance indicators, such as
quality, output, costs, and through-put times, on absenteeism and sick-
ness, and on reductions in the number of employees and managers. For
example, 56 percent of managers saw a significant cost reduction as a
result of group-work, while 94 percent saw quality improvements.
Practicing one form of direct participation intensively seems to work
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better than practicing several forms to a limited extent. Direct partici-
pation measures, such as suggestion schemes, “speak-up schemes,” and
project groups, are as important for good economic performance and
for reductions in labor costs as group-work. The greater the responsi-
bility given to employees, the better and more sustainable are the eco-
nomic results.

The scope of much of the direct participation, which is practiced
by the European enterprise, was rather limited. In the case of Japan,
group-work was found to be practiced by more than 90 percent of
large companies in industry and more than 80 percent in services. A
comparison of the prevalence of integrated forms of group-work
show the United States at 41 percent (1994) and Europe at 16 percent
(1996). Thus the coverage in the United States is two and a half times
higher than the European average. Sweden has the highest rate in
Europe, with 31 percent of all establishments where more than 50
percent of the workers are working in teams. Only a very small pro-
portion (around 2 percent) of organizations in the 10 EU member
countries were pursuing the “Scandinavian” model, which is defined,
for the present purposes, as high-intensity group-work, plus a quali-
fied workforce, plus high-intensity training. This is particularly sur-
prising given that their respective sponsors judged the “Scandinavian”
model to be more successful than the so-called “Toyota” equivalent
(low-intensity group-work, plus medium or low employee skills, plus
low-intensity training). In most countries, the consultative forms were
regarded as more important than delegation. Indeed, many managers
who practiced group-work did not necessarily regard it as the most
important form.

A number of ingredients for success were identified. One is qualifi-
cation and training: The better the employee qualifications and voca-
tional training, the more likely that direct participation will be
successful in achieving its various benefits. Similarly, direct participation
was more likely to be successful if employees and managers were
trained for such participation. Training in social skills, and not just voca-
tional training, was very important for managers as well as for
employees. A second success ingredient was the involvement of
employee representatives in the introduction of direct participation. 

Another European vehicle for transmission of information and
reporting experience on participation until 1997 was the P+ European

Participation Monitor—a publication of the European Foundation for
the Improvement of Living and Working Conditions. The purpose of
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this publication was to promote participation in many ways in the EU
member states. In its 13 issues from 1991 to 1997, one can form a pic-
ture of the participation agenda among the EU member states. The
material is a mix of detailed case studies in various European compa-
nies, conference proceedings, policy discussions, and some academic
research studies. There were several themes in the P+ issues: participa-
tion in management, works councils, socio-technical systems (STS),
autonomous groups, teamwork, TQM, CQI, employee involvement,
and economic participation. I performed agenda setting analysis on
these themes, and I found it is possible to reduce this set of articles into
three topics:

1. Workers’ participation (WP)—includes industrial democracy projects,

participation in management, works councils (also the European

Unions), and integrative collective bargaining

2. Employee involvement (EI)—includes information sharing, empowerment

programs, QC, ESOP, and other schemes of economic participation

3. Work reform (WR)—includes STS, autonomous work groups, teamwork,

TQM, CQI, and so on.

Figure 8.1 is an attempt to portray the European agenda on partici-
pation in the 1990s as reflected in P+. The x-axis is the year of publi-
cation. The y-axis represents the saliency of the various issues in P+,
namely, WP, EI, and WR.

The most frequently used type of workers’ participation and works
councils is the older type of program. The less frequently used type is
the EI programs, and the WR type is covered almost every year
between 1991 and 1997.

The European second generation of participation programs reflects
the efforts of EU member states, labor organizations, and companies to
adapt to the new economic, technological, and social challenges in
Europe and outside and at the same time to preserve the core European
way of industrial democracy. 

ISRAEL: BETWEEN TWO GENERATIONS

The story of the Israeli experience with participation programs is a
story of decline. The development of workers’ participation and
employee involvement in Israel since the 1960s was influenced by the
general characteristics of the Israeli system of industrial relations. This
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system was highly unionized and centralized in its collective bargaining
practices as well as having strong shop committees at the local level.
The Israeli industry at that time was organized in three main sectors: the
private sector; the public sector, which included important industries
such as aircraft, military equipment, and petro-chemicals; and what was
termed the “labor economy,” that is, enterprises belonging to the
General Federation of Labor (Histadrut). Some idea of the size of this
last sector can be gained from the fact that in 1984 it accounted for 21
percent of the industrial labor force in Israel, 26 percent of the country’s
industrial export (excluding diamonds), and 35 percent of industrial
investments.6 Formal indirect representative participation of workers in
management existed only in the Histadrut’s enterprises.

The position of the Histadrut in the participation and /or involve-
ment issue was always complicated. Unlike the typical federation of
trade unions, the Histadrut had aspired, since its establishment in 1920,
to be a voluntary, all-embracing organization of all wage and salary
earners. In attempting to create a sort of “Workers’ Society,” the
Histadrut encompasses labor unions, business organizations, and serv-
ices such as health care, pension funds, vocational training, sports, and
cultural institutions. By acting as entrepreneur and owner of the means
of production, the Histadrut’s goal was to create a nonexploitative work
organization in which labor and capital are not alienated from each
other.

However, the contradiction between the Histadrut’s dual role as both
an employer and workers’ organization has always been difficult to rec-
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oncile. Since the mid-1960s, considerable differentiation within the
growing Histadrut membership, in living standards and social back-
ground of Histadrut members, and the increased size and bureaucrati-
zation of the labor economy have given rise to a growing sense of
unease in its business enterprises. Managers, who have been encour-
aged to run efficient and profitable enterprises, have tended to adopt
capitalistic notions of industrial leadership. Most workers, on the other
hand, have seen themselves first and foremost as trade unionists and
have sought to strengthen the position of their shop-floor committees
and local union officials, rather than any commitment to the broader
socialist values of the Histadrut. In the absence of such commitment,
alienation between workers, managers, and Histadrut officials was
inevitable. The proposed remedies for this alienation were workers’
participation and industrial democracy.

Direct participation programs in Israel were developed in three
areas: quality of working life, quality circles, and quality management.
The QWL programs were centered in the work of the Socio Technical
Force (STF) team of the Kibbutzim Industries Association. This group
consisted of social scientists and industrial engineers specializing in
organizational development (OD). Their participatory strategy was
based on STS principles and autonomous work groups (Golomb, 1981).
The group was influenced by ideas and concepts of the quality of
working life movement and was active mainly in the kibbutzim them-
selves or in regional industrial enterprises belonging to and managed
by the kibbutzim, but employing non-kibbutz-member workers. 

Later on, the STF extended its activities to consultancy and manage-
ment training in QWL-STS strategies and techniques and in helping to
establish Greenfield industrial sites. According to a report by the
Kibbutzim Industries Association, the number of projects carried out in
industrial enterprises and the demand for the STF’s services were
increasing steadily every year during the 1980s. However, the penetra-
tion of QWL-STS applications to other sectors was slow (exceptionally
important cases were a project of job redesign in the pharmaceutical
company Teva, and several other companies).7

On the other hand, there was rapid growth of quality circles in sev-
eral big companies, both in the public sector and in the labor economy.
In 1987 there were an estimated 250 quality circles in the aircraft
industry, the chemical industry, the military industry, several electronics
companies, and other companies from all sectors.8 Quality management
techniques have been implemented in Israel since the 1980s, either
under the various titles of TQM, or the various versions of ISO. 
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I applied agenda setting to the issue of participation programs in
Israel, in order to see what happened in the three areas (workers’ par-
ticipation, employee involvement, and direct participation). I retrieved
from the Index to Hebrew Periodicals (IHP) at Haifa University all the
published items in the field between 1977 and 1997. I found 275 usable
items in 26 periodicals, according to eight issues: workers’ participation,
employee involvement, industrial democracy, STS and autonomous
groups, QWL, QC, economic participation, and quality management. I
then combined the eight issues into three:

1. W: Workers’ participation, economic participation9 and industrial democ-

racy

2. EI: Employee involvement in QC and QWL

3. WR: Work reform in STS and TQM

Finally, in Figure 8.2 charted the time series of the three areas (with
moving averages smoothing).

As we can see in Figure 8.2, in the past two decades the represen-
tative workers’ participation issue declined dramatically from an issue
that attracted most of the public and professional interest in the 1970s
and then almost disappeared in the 1990s. In the following sections, I
elaborate on this amazing (some would say sad) decline. 

As in other countries, the popularity of EI issues soared in the 1980s
and declined in the early 1990s. However, we also see a resurgence of
the EI issue in the second half of the 1990s. I can only guess that since
in Israel EI packages are more heterogeneous than WP’s or WR’s pack-
ages, people refer to the concepts in this family in a looser sense. 

The WR trend has a similar pattern as in other countries: becoming
“in” during the late 1980s, and then losing momentum and prevalence
toward the second half of the 1990s. So, the general patterns of the par-
ticipation agenda in Israel reflect the changes both in the real economic
and organizational world and in the image of this world in the pub-
lished media. However, WP’s trend, which is connected to the
Histadrut, deserves further elaboration.

PARTICIPATION IN THE HISTADRUT: A BATTLE 

FOR THE SOULS OF ALIENATED WORKERS

In this section I discuss two programs in a unionized setting in Israel
in the 1970s and 1980s that illustrate the shift from a politico-ideolog-
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ical workers’ participation to managerial-centered employee involve-
ment.

In the 1970s the core element in the participation programs of the
Histadrut was the Joint Management Committees (JMCs). These bodies
were composed of workers’ and management’s representatives, usually
up to four members on each side plus the enterprise’s CEO as a
chairman, and were empowered, inter alia, to discuss and propose
policy guidelines on a wide range of personnel issues. According to
one report, there were 105 Joint Management Committees in 1984.10

The JMCs have played a positive role in reducing some of the heat and
animosity in labor relations in many Histadrut enterprises.11 However,
they have been unable to establish a fully participatory system, because
to do so would have been to trespass on the negotiating functions of
the existing shop-floor committees. Thus, the JMCs, while responding
to important political and ideological objectives of the Histadrut, have
been unable to convince the mass of ordinary workers of their utility.
See Figure 8.3.

In the 1980s the political and economic situations changed. The
defeat of the Labor Party in the general election of 1977 accelerated the
search for new ways to convince workers and voters of the unique
nature of the labor sector. A shift occurred also in the balance of power,
strengthening the business sector of the Histadrut at the expense of its
political barons. The need to compete effectively in local and global
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markets and the termination of the taken-for-granted governmental
support forced the Histadrut to pay greater attention to its business
leaders. The latter did not care much for the Histadrut’s socialist image.
Instead, they strove for productivity, competitiveness, and profitability.
They also were exposed to and attracted by a wide range of new man-
agerial techniques, prevailing in the business enterprises of their local
and international competitors. Among these new techniques were QC,
QWL, teamwork, autonomous work group, and the like. Fortunately,
some of these techniques were not far from the vocabulary of the older
participation programs, but now everyone referred to them as
Employees Involvement (EI) with emphasis on cooperation and col-
laboration rather than workers’ control, or industrial democracy, with
political and ideological class struggle connotations.

The main effort in setting up EI in the Histadrut was concentrated in
its industrial company Koor, which at that time was the largest indus-
trial conglomerate in Israel. The initiative, this time, was taken by Koor
management and was very different from that of the JMCs. Both were
top-down attempts to introduce change. However, as noted before, the
aims of the Histadrut were to install in its enterprises industrial democ-
racy and power-sharing arrangements. Koor, on the other hand,
attempted to develop a strategy of employee involvement that would
enhance better utilization of human resources.12 This idea was sup-
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posed to be implemented in a “Social Program” that would (a) main-
tain workers’ participation in information (that is, the continuation of
the JMCs); (b) introduce quality circles to develop human resources
(mainly new management cadres) but also train the entire labor force
in new skills and work methods; and (c) promote quality of working
life programs and devise social services with more attention to the
needs and priorities of the work community.13

The setup of the Social Program included the following guidelines:
In every enterprise, the program, directed by a steering committee, con-
sisted of the CEO, personnel manager, and workers’ representative. The
steering committee establishes subcommittees and prepares an annual
work plan with appropriate budgeting. The plan is submitted to Koor’s
center for approval. The steering committee meets every 3 months to
monitor the program and guide the activists.

The CEO is expected to involve workers in information, production,
and work processes. He or she is personally responsible for presenting
annual work schedules, performance reports, and correction measures
in case of failure. The CEO and the steering committee also have to ini-
tiate communication workshops at all levels, and arrange for a series of
periodic meetings: departmental meetings every 2 weeks; monthly
meetings between the top management team and rank-and-file
employees, and meetings between the CEO and groups of workers at
least three times a year.

Other responsibilities of the steering committee include training
workers’ representatives in managerial skills; training in preparation of
professional presentations for the joint management and employees’
meetings; continuation of the JMCs in those enterprises in which they
were still active; setting up teams of workers, engineers, and managers
to improve and humanize work methods and processes; upgrading the
entire labor force in the enterprise by general education classes and
training in new work methods and quality assurance; better human
resource management, which uses career planning and rotations at
work and special provisions for shift workers and working mothers.
Other target areas of expected activities were investment in the aes-
thetic appearance of the enterprise and the work stations and the
means to communicate with the families and the community by pub-
lishing a newsletter and other contacts and projects.

The Social Program was introduced in several dozen Koor enter-
prises. As expected, it involved a fairly large number of rank-and-file
workers in a variety of activities: vocational training, EAP programs,
running subsidized shops, entertainment and leisure, educational
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classes for workers and their children, social clubs, and so on.14 In a
study that was conducted in five enterprises, it was found that the fig-
ures, though technically impossible to compare with the JMCs in the
1979 study, paint a rather more positive picture, especially since they
reflect rank-and-file attitudes.15 Between 1984 and 1988 the program
had accumulated momentum and diversified experience. In the
“average” enterprise with SP, there were quality circles, communication
activities, and vocational training courses.

In the late 1980s the business situation of Koor worsened. Its com-
petitiveness and profitability declined dangerously to the point of
receivership. Its creditors in Israel and abroad, including the govern-
ment (one of Koor’s major creditors) forced Koor to initiate a major
recovery program. Mass redundancies, the shutdown of dozens of
unprofitable plants, and painfully drastic organizational, technological,
and business restructuring have made Koor leaner and more profitable.
Also in this recovery process, EI has been restructured: Instead of an
integrated program for all of Koor’s enterprises, local management-
driven initiatives, with all the ingredients of similar high-performance
corporations in other countries, were encouraged.16 Israeli financial
groups and U.S. firms completed the privatization process of Koor by
total takeover.

The privatization of Koor was only one endeavor, albeit the most dra-
matic one, among many other privatization moves to put an end to the
Histadrut ownership of its business organizations. This strategic move
has nearly been completed, especially since the political and ideological
upheaval in the Histadrut’s elections of 1994, when a new coalition of
both leftist and rightist, even religious ultra-orthodox groups took over
and changed even the name of the Histadrut to “New Histadrut.”

NOTES

1. Where questions overlap, the Worker Representation and Participation

Survey findings are consistent with those of earlier surveys, such as the 1976

Quality of Employment Survey sponsored by the U.S. Department of Labor

conducted by the University of Michigan; the Penn and Shoen survey con-

ducted by the LPA; the Harris Poll conducted for the AFL-CIO; Industrial

Relations Counselors, Inc., Report on the IRC Survey of Employee
Involvement, August 1994, among others.

2. In a personal communication with the author on March 1998, Tom

Kochan was sorry to report that the Dunlop report had no impact on either

96 Participation Programs in Work Organizations



policy, or as far as anyone can tell, on practice (with the exception of some

expanded use of Alternative Dispute Resolution in discrimination cases). 

3. A typical piece that demonstrates the British attitude of the time is by

Graham Hallett in Management Today, June 1990, 31–32. He surveyed the

issue of employee involvement as being raised again and again at EC level. The

Government and the CBI opposed any legislation on employee representation.

Britain was the only state with no legal provisions on employee representation.

4. Within WIRS90 there are questions on the following practices: quality

circles/problem-solving groups, appraisal, merit pay, profit-sharing, welfare

facilities or fringe benefits, information disclosure, team briefing, top manage-

ment briefing, suggestion schemes, and attitude surveys; while EMSPS contains

information on the following practices: internal recruitment, multiskilling,

social skills as a selection criterion, teamwork skills as a selection criterion, and

training needs analysis.

5. European initiatives in the field are growing all the time. For example,
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The field of participation programs in work organizations as has been
revealed up to the present is vast, rich, diversified, and changing. In this
organizational zoo, we can find a huge variety of participation animals
in countless forms of cohabitation in organizational environments. We
have discussed so far the main species in their main ecosystems. We
turn now to an attempt to construct a general framework or model for
the emergence, behavior, and performance of any participation pro-
gram. The key concept in building such a model is looking at partici-
pation programs as open systems. Following Katz and Kahn (1966,
19–47), Buckley (1967, chaps. 4, 5), and Miller (1972), participation pro-
grams are conceptualized as open systems, living in organized envi-
ronments, which provides them with input resources. These resources
are processed and transformed into products, which are useful contri-
butions to the environment and are exchanged for new inputs. By these
assumed systemic relationships, the approach to participation programs
is not merely instrumental. A participation program is not just another
managerial or political tool. It is composed of people, information, jobs,
skills, expectations, and many other ingredients that constantly need
resources in order to create useful products. It is a living system, not an
inanimate organizational object—a procedure, a rule, or a vacancy
structure. As a living system, any participation program depends on
external inputs, which are processed and digested by internal
throughput devices into contributions, which are exported to the envi-
ronment.

Part III

A General Model of Participation
Programs





INPUTS: GOALS

The first input element of participation programs is goals. Goals have
an impact on the strategic and operational level. They define the expec-
tation level of the participants and the vision horizon of the program.
Goals serve to legitimize and provide a working framework for the par-
ticipatory efforts. However, they are effective only when they exhibit a
certain mix—difficult to measure—of desired values, utilities, and real-
istic expectations of the participants. Values and utilities are often
agreed upon before the program starts. Expectations, however, are a
more elusive element, and are sensitive to changing influences and to
the cost that the participants are prepared to pay for goal attainment.
For example, Strauss and Rosenstein (1970) and Derber (1970) con-
cluded that many of the participation programs of the first generation
did not meet the expectations of both the participants and the sup-
porters. Rus (1970) reported that decreased commitment to participa-
tion was found, ironically, among activists more than among
nonactivists in the Yugoslav system. Walker (1974, 24–25) suggested, at
the same time, that positive reactions would be expected only in par-
ticipation programs that would offer realistic opportunities for partici-
pation in combination with an appropriate value orientation.
Otherwise, he predicted formalism (opportunities without desire for
participation), frustration (desire without opportunities), and apathy
(the lack of both). Blumberg (1968, 132) reiterated Likert’s warning that
when the amount of participation is less than or very much greater than
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expected, an unfavorable reaction is likely to occur. Substantially
greater amounts of participation than expected appear to exceed the
skills of employees to cope with it, and the best results are obtained
when the amount of participation is somewhat greater than expected
but still within the capacity of employees to effectively respond.

Bertch (1973, vol. 6, 71–85) examined this relative deprivation thesis
and the application of this thesis to the Yugoslav self-management
system between 1947 and 1972. He found four groups: satisfied, non-

deprived participants—a small minority of workers, whose expectations
grew with their managerial skills; frustrated participants—workers in
advanced industries, whose growing expectations were not met and
were blocked by institutional and political barriers; frustrated nonpar-

ticipants—highly skilled workers with potential for managerial roles,
who missed their opportunities in the new system of self-management;
and satisfied nonparticipants—workers from the agrarian sector with
no self-management. Their general attitude toward the system was apa-
thetic.

In a different context of American employees in an industrial setting
and in a school, Alutto and Belasco (1972) found similar findings
among three groups: participation-deprived, participation-saturated,
and participation-balanced. The most frustrated were the participation-
deprived and the participation-saturated employees.

The basic difference is between goals that emphasize participation as
an end in itself, and goals that emphasize participation as a means to
other ends, such as productivity or employees’ satisfaction. Goals of
participation as a desired way of life, regardless of their immediate
instrumental utility, perhaps produce more frustration and relative dep-
rivation than instrumental goals that are realistic and suitable to short-
run expectations and capabilities of the participants. Instrumental goals
characterize most of the participation programs in the second genera-
tion.

INPUTS: SUPPORT

The second input element is the support of important organizational
constituencies for the program. Supportive constituencies are constantly
a necessary condition for the program’s survival and contribution. The
well-known conclusion of Wagner (1994) about the small (though sig-
nificant) effect of participation on employees’ performance and satis-
faction is also related to supportive constituencies. Eaton (1994) argued
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that it is unlikely that the average profit-maximizing employer would
adopt and continue to use participation programs on moral grounds
alone. So, the risk of erosion of employers’ support is possible in any
participation program. Examining the same problem from a different
point of view, Schwochau et al. (1997) found that managers perceived
greater support for their planned change from employees covered by
participation or profit-sharing programs than from other employees. 

Obviously, the legitimization of the program is enhanced by the
supportive base of the participation program and the number of con-
stituencies, but not necessarily by the consensus on the program’s
goals. On the contrary, the joining of multiple groups to the support
network of the program diversifies qualitatively and quantitatively the
goals and the vested interests, with the possible result of reduced con-
sensus. In a study in the framework of an EI program, Tjosvold (1998)
found that competitive goals were negatively correlated with the out-
comes of productivity and employees’ commitment to reduce costs.
Earlier, however, Leana and Florkowski (1992) found that participation
programs could have a number of objectives, with the possible lack of
congruency or even built-in conflict of goals. But, for the program itself,
what mattered was practical support rather than consensus.

INPUTS: PARTICIPANTS

The third input element is participants. They are mainly from the
rank-and-file employees and from managers. Other participants may
come from outside groups, such as suppliers, customers, and govern-
ment authorities. Employees are supposed to be the major beneficiaries
(Locke and Schweiger, 1979; Miller and Monge, 1986). However, to be
effective, rank-and-file participants need information and experience.
The participation literature offers ample evidence that employees tend
to avoid ritualistic and sterile meetings, and lose interest and motivation
without real opportunities for information sharing, learning, free
exchange of views, and influence. 

Another problematic sector of participants is middle managers and
supervisors. Some observers noticed the neglect of this group in par-
ticipation programs (Parnell and Bell, 1994). Recently, Fenton-O’Creevy
(1998), in a survey of 155 organizations, examined the role of middle
managers in EI programs in the United Kingdom. It was found that pos-
itive outcomes of employee involvement were lower in organizations
that experienced middle management resistance. The study supports
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the view that middle managers may resist employee involvement prac-
tices in response to threats to self-interest (managerial status and job
loss). This sometimes severely increases the resistance when middle
managers feel that senior management support for EI is a threat to their
positions.

Still, the effective size and composition of the participant body is a
problem in any participation program. In a classic study in several
dozen organizations, Hage and Dewar (1973) found that the values of
a broad group of influential persons in the organization—the organiza-
tional elite—predict a success of organizational change better than
formal structural parameters, or even better than the attitudes of the
formal leader (director, CEO, and so on.).

THROUGHPUTS: PARTICIPATORY PRACTICES

Organizations cannot directly transform the ideas, information, and
support inputs into desired contributions without a change in the cul-
ture of the nonparticipatory organization. Intermediate processes in the
system are required to create and enhance participatory practices or
routines. These practices create an organizational culture of participa-
tory norms and a climate of sharing, and thereby make the difference
between participatory systems and traditional ones.

Clarke et al. (1972, 6–8) defined a range of participation practices:
consultation, collective bargaining, and self-management. Heller and
Rose (1973) suggested five styles of decision-making—from unilateral
managerial nonparticipatory style to unilateral employees’ nonpartici-
patory style, with consultative and co-management styles in the middle.
Knudsen (1995, 8–13) suggested four practices of employee participa-
tion: information sharing, consultation, co-determination, and unilateral
employee decision-making. It seems that the most common participa-
tory practices are information sharing, consultation, co-management,
and self-management.1

Information Sharing

Sharing information is essential to any participatory culture, because
information is the raw material for decisions and performance.
However, information sharing is an asymmetrical and unilateral action,
either by reporting to employees, or by feeding back to management,
This participatory practice has low intensity and very often the
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informed people are passive in the process of information transmission.
Reporting to employees is practiced typically before or after decisions
are already made. This is a low-cost routine, and is best practiced when
decision-makers want to avoid possible difficulties and prevent resist-
ance to the proposed decisions. Participants in events of information
sharing are not required to invest time and efforts in creating, pro-
cessing, and preparing the information.

When correctly communicated, information sharing saves consider-
able time and misunderstandings in later stages of decision-making and
implementation. However, information sharing as a participatory prac-
tice has its own weakness, which derives from the fact that the informer
has almost total control of the process. Management, for example, has
full control over releasing selective information, withholding undesired
information, and presenting information in biased ways in order to per-
suade or calm the audience. Asymmetry may even increase in the inter-
action between professional skillful and well-versed informers and
passive and less well-equipped employees (Clarke et al., 1972, 115–118;
Mulder, 1971, 1973). On the other hand, lower participants have their
own control over vital information, which is rarely reported in nonpar-
ticipatory culture. Therefore, despite its obvious benefits, information
sharing alone does not safeguard against manipulative tendencies
among information holders.

In a study of information-sharing systems in two companies in New
South Wales, Australia (Hainey, 1984), 350 employees were presented
with a range of information types and asked whether they wanted to
receive that type of information. They were also asked to rate the quan-
tity and quality of each type of information received. The results of the
study indicated that employees were far from being satisfied with the
information-sharing systems introduced and their subsequent participa-
tion in decision-making within the companies. However, there was suf-
ficient support for the positive outcomes of the systems.

A special form of information sharing is resistance. This is the ability
of participants (employees, supervisors, and so on.) to use de facto veto
power in the face of a perceived or real damage to their interests, even
in a participatory interaction. The ability of the system to contain cer-
tain legitimate veto power is a sign of maturity and responsiveness to
participants’ needs, and a built-in balancing mechanism. Resistance
potential in a participatory culture differs from veto power in traditional
industrial relations, because it is used before decisions are made. So,
this is a proactive rather than a reactive practice. It has advantages over
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consultation in its low cost. On the other hand, veto power in a partic-
ipatory culture cannot be used frequently, because it might exhaust the
mutual trust between management and employees. It also requires col-
lective action, which is not easy to mobilize.

Consultation

This is a more complicated practice. The interaction of consultation
is bidirectional and mutual. It consists of more than a simple ad hoc
chain of a stimulus pulse, followed by a response pulse. The partici-
pants are required to achieve higher intensities of interaction.
Consultation involves a considerable degree of information sharing, but
it goes further in eliciting ideas, feedback, critique; soliciting alternative
solutions to problems; and building consensus around the proposed
decisions and organizational policy.

This practice has three elements: a commitment of time, limits on the
number of effective participants, and the professional skills required to
deal with the issues. Consultation is cumbersome, and in complex
issues it is almost impossible to consult with many participants without
the heavy cost of untimely decision-making. On the other hand,
employees tend to avoid consultative meetings on marginal and trivial
issues. It is also important to recall that, under the practice of consulta-
tion, employees are not ultimately responsible for the policy or deci-
sions that are made. So it seems that consultation, which requires
investment of time and effort, is not well balanced by appropriate
responsibilities. The paradox is that employing good practice of joint
consultation brings employees closer to the decision-making power
center, but not close enough to make the decisions. On the other hand,
for managers, the temptation to remove “real issues” from the con-
sulting agenda is sometimes too strong.

This is a vicious circle that has disrupted many joint consultation pro-
grams. The solution is to focus the consultation process on its effec-
tiveness zone: limit the number of participants and number of meetings,
train the participants for consultation skills, and concentrate on relevant
issues that are manageable.

Co-Management and Self-Management

Co-management and self-management include the practices of infor-
mation sharing and consultation. In addition, they include intensive
formal and informal procedures and interactions for joint decision-
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making in a wide range of managerial issues. The degree of participa-
tion in these practices is, of course, higher than in former practices in
terms of investment of responsibilities, time, and skills.

Employing self-management practices with a continuous, regular,
and heavy load of time and responsibilities is possible only for opera-
tional issues in direct participation programs. On the other hand, co-
management practices are more viable in representative programs,
which also have information sharing and consultation practices.

Other Aspects of Participatory Practices

From a behavioral point of view, participatory practices exhibit three
basic modes: (a) presence, which means passive attendance in infor-
mation-sharing forums and optional resistance rights, (b) active partici-
pation in decision-making on the job or via the work group (OJGP),
and (c) active participation in decision-making (PDM).

Mere presence is the least intensive practice. Participants invest time,
but withhold exertion of skills, abilities, and efforts beyond the required
minimum. However, presence is often what is most effective. This is the
case in many routine tasks or in situations of formal representation of
organized interests. Sometimes being a passive participant, who guards
the rights of individuals and groups by veto power, is even more effec-
tive than other modes of participation. By exhibiting presence behavior,
individuals respond only to a certain minimum of the system’s
demands. Such behavior secures for them normal rewards and prevents
organizational harassment. Also, not all employees can or want to par-
ticipate more intensively even in return for appropriate rewards. For
them, intensive participation threatens other interests in or out of the
employing organization.

Participation on-the-job or in the group (OJGP) is more intensive par-
ticipation. Participants not only invest time but also physical, mental, and
emotional efforts beyond the duties of mere cooperation in interde-
pendent tasks. Work systems can impose presence and functional coop-
eration, but they cannot motivate direct participation without attempting
at least partially to meet the expectations, needs, and goals of employees.
Since OJGP requires individual efforts and commitment beyond some
required level, more congruence should exist between individual and
system’s goals. This often is addressed by consultation practices, or by
arrangements of teamwork and self-directing jobs and groups.

Participation in decision-making (PDM) enhances participants’
power and influence as they become partners in setting goals, plan-
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ning, and operative decision-making, which is the objective ideally
sought in co-determination or co-management practices. However, this
practice does not match everyone’s skill and will. Sagie and Koslowsky
(1994), contrary to the bon ton of the empowerment ideal, provide evi-
dence that employees respond more favorably to opportunities for par-
ticipation in tactical rather than strategic issues. This is also related to
managers’ propensity to accept subordinates in decision-making roles
(Hespe and Wall, 1976). Cotton et al. (1976) explored specific effects of
PDM in different contexts and found that managers accept PDM if it is
useful for their goals. Analyzing the ideal of empowerment, Mankin et
al. (1997) restated what G. D. H. Cole said many years ago, that even
in the best of circumstances, participation will be limited by the number
of people who can be effectively involved in a decision: “When
everyone participates, nothing gets accomplished.”

Another issue of participatory practices is entropy, or chronic ten-
dencies of disintegration. Even with sufficient inputs, participatory prac-
tices face chronic problems (Walker, 1976, 30–36). Participants
experience built-in role conflict because of:

1. Their duties as carriers of management or organizational responsibilities

beyond their normal duties as employees

2. Poor communication among participants, who perform under norms of

participatory practices and nonparticipants

3. Tendencies of participatory practices to become marginal and ritualistic

activities rather than effective and instrumental behaviors

4. Difficulties in diffusing participatory practices to the entire working com-

munity in the workplace

Thus, creating and maintaining participatory practices are not trivial
endeavors, and merely setting up organizational structures and rules
cannot accomplish the task. It requires vision, leadership, communica-
tion skills, experience, and other subtle properties of managing inno-
vative projects.

OUTPUTS: SURVIVAL AND CONTRIBUTIONS

The final product is a series of performance targets that participation
programs are supposed to improve. Productivity, rewards, quality of
work life, and the like are benefits that justify the continuance of sup-
port, information, and commitment. Some stakeholders may be satisfied
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merely with participatory practices. This approach is typical of some
labor unions, political leaders, and social thinkers, who value partici-
pation as a worthy end for its own sake. However, there is a strong
expectation in work organizations that participation will contribute, not
just survive; in other words, survival is a precondition to contribution.

Survival

Participation programs in the first generation—those that were driven
by political and industrial relations strategies—have existed for quite a
long time in comparison with the longevity of programs in the second
generation. Among the few longitudinal studies, Griffin (1988) reported
that many improvements produced by EI programs dropped back to
their initial levels after 18 months. Other researchers reported a fairly
high failure rate of QCs, QWL programs, and TQM/CQI programs
within a relatively short time (see Drago, 1988; Eaton, 1994).

Contributions

How do we assess contributions of participation programs? In a clas-
sical book, Thompson (1967, 85–88) suggested three tests for organiza-
tional performance: efficiency test, when quantitative cost/benefit
analysis is feasible; instrumental test, when organizations can measure
a goal’s attainment but are unable to “price” the success; and social test
when goals and means are not well known or defined. In this case, ref-
erees subjectively do performance assessment.

Efficiency or instrumental tests are not applicable for most participa-
tion programs, because these programs lack clear definitions and stan-
dards of goals and means. For example, even in organizations that run
formal and well-defined programs, it is difficult to assess what part of
the overall performance is related to the participatory practices and
what is the result of other activities. Thus, by default, the social test is
the only feasible one. Nevertheless, the character of participation pro-
grams and their sensitivity to participants’ expectations and behavior
make the social test not merely a second-best tool. The participants are
not just biased assessors. Their assessments are a key to the success or
failure of such programs (Walker, 1976, 30–36). 

Successful implementation of participation programs may lead to
high performance, because employees, under good practices of partic-
ipation, are supposed to be motivated to contribute skills and knowl-
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edge in their firm’s interests and avoid shirking. However, participation
programs have their own transaction costs associated with more deci-
sion-makers being involved and greater required communication
among these participants (Levine and Tyson, 1990; Kelley and Harrison,
1992). Also, in the short run, price competition from lean production
and/or low-wage firms may weaken participatory firms (Applebaum
and Batt, 1994).

Direct participation programs that focus on job issues and link com-
pensation to worker efforts significantly increase productivity. The
broader the scope of participation, the greater its effect. Programs that
give employees only informational and consultative roles, like quality
circles, are ineffective and tend to be short-lived. Team production has
high potential to increase productivity, but often is combined with
changes in work organization, job security, compensation, and union-
management relations. Therefore, it is difficult to isolate participation
effects from the effects of other changes.

Using meta-analysis, Doucouliagos (1995) synthesized the results of
43 published studies to investigate the effects on productivity of various
forms of worker participation: worker participation in decision-making,
codetermination, and various forms of economic participation. He
found that codetermination is negatively associated with productivity,
but profit sharing, worker ownership, and worker participation in deci-
sion-making are all positively associated with productivity.

In another survey, Juravich (1996) concluded that the impact of EI
programs had been mixed. The most consistent finding is that the
greatest effect of EI programs is changes in attitudes: improved com-
munications, job satisfaction, and improved labor-management rela-
tions. Even so, these improvements in worker attitudes are limited.

At the end of the 1980s, Cotton et al. (1988, 8–22) ignited a debate
on the performance of participation programs. They reached two basic
conclusions: First, that the effects of participation on satisfaction and
performance varied according to the form of participation, and second,
that all in all, the effects on performance are positive and significant.
Leana, Locke, and Schweiger (1990) responded with an in-depth cri-
tique of Cotton and his associates. They dismissed their typology of par-
ticipation programs as an inadequate classification framework. Wagner
(1994) attempted to resolve the participation and/or performance issues
by applying meta-analytic techniques to 11 other reviews of the partic-
ipation literature. His results suggested that participation could indeed
have statistically significant effects on performance and satisfaction, but
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that the average size of these effects is so small as to undermine its
practical significance. Ledford and Lawler (1994) and Cotton (1995)
responded to Wagner by saying that the narrow conclusion he reached
is most likely a correct one: Limited participation has limited effects.
However, the problem is that when the definition of participation is so
narrow, it cannot have a major impact on organizational performance
or employee well-being.

Kling (1995) found, in a survey of the effects of profit sharing on pro-
ductivity, in 26 econometric studies, that a majority of the statistical tests
showed a significant positive correlation between profit sharing and
productivity. Productivity was generally 3 to 5 percent higher in firms
with profit-sharing plans than in those without. In another study in 112
manufacturing firms in the framework of IMPROSHARE,2 he found that
defect and downtime rates fell 23 percent each in the first year after the
scheme was introduced. The presence of either profit sharing or gain-
sharing was found to be associated with higher productivity in an
analysis of 841 manufacturing establishments in five Michigan counties.
The magnitude of these effects varied from an average increase of 5 to
25 percent, depending on whether the firm was unionized, used work
teams, or both.

NOTES

1. Note that on this level of analysis, the terms co-management and self-

management are used to describe specific behavioral modes rather than whole

programs or other institutionalized and formal arrangements.

2. A program of gainsharing in which workers are essentially paid

bonuses equal to one-half of any increase in productivity.
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The five system components of any participation program are arranged
and presented in Figure 10.1, as a conceptual path model.1 The com-
ponents are ordered in a sequence of input variables, throughput vari-
ables, and output variables. The input variables are goals, participants,
and support; the process or throughput variable is a set of participatory
practices, and the output is contributions of the participation program.
The assumed interaction between the goals and participants in the pro-
gram (managers, employees, facilitators, and so on.) is well docu-
mented throughout this book. The support variable may relate, but not
necessarily, to the participants. It comes from the higher echelons in
the organization, or even from external constituencies, such as labor
unions or government—levels that are normally remote from the actual
carriers of the program.

The input variables lead to the throughput variables, the participa-

tory practices. In this part of the system, the purposeful efforts, support,
skills, and motivation of the participants are transformed into contri-

butions. However, as mentioned earlier, for some programs, the sup-

port component has impact not only on the participatory practices but
also directly on the contributions. This is common, for example, where
participation programs are set up with technological improvement pro-
grams, and both types of programs are supported by the same organi-
zational coalition.

Chapter 10

A Core Model of Participation
Programs



THE CONTEXT OF PARTICIPATION PROGRAMS

The participation system is embedded in work organizations, which
are the source for its inputs and the market for its outputs. I propose to
decompose this organizational environment into four “context areas”:
strategy, individual, organizational, and performance. The embed-
ment of the participation program in its context environment is pre-
sented in Figure 10.2 (the bold arrows indicate assumed impacts of the
context area on the participation program).

Strategy Area

This is where visions, missions, and business policy are created and
shaped. Participation in work organizations has been always a strategic
issue—either as a part of the entire organizational strategy or as a
counter strategy by some agents or stakeholders (labor, intellectuals,
politicians). Drago (1998) argued that EI programs were one of the
strategies that employers use to play with workers’ limited autonomy
for their own profit-making interest. Indeed, it can be argued that
workers’ participation in low-level decisions provides them with a
sense of involvement without endangering managerial control and
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profits.2 Locke, Kochan, and Piore (1995) saw the whole issue of work-
place participation as a changing global strategy toward decentraliza-
tion and greater flexibility in work relations and deployment of labor.3

In the 1960s and 1970s, management and labor strategy in many coun-
tries was to advance industrial peace and industrial democracy by cre-
ating indirect representative programs. The economic and technological
turbulence of the last decades, with massive downsizing and out-
sourcing of human resources, left labor unions with a dilemma: to resist
or to cooperate with the new management-initiated EI programs. Verma
and McKersie (1987), Verma (1989), and Leana and Florkowski (1992)
observed negative consequences for unions that adopted a strategy of
noninvolvement. Cooke (1992) found that EI programs improve
product quality, especially when management and unions jointly run
the program, but not when the union remains uninvolved. Allen and
Van Norman (1996) found that union opposition and adversarial labor-
management relations chilled employees’ interest in the EI activities and
reduced their satisfaction and organizational commitment. Labor
response, like management response, is thus an important strategic
factor in any participation program.

However, on the company level, participation programs are often
treated on an ad hoc basis, unplanned and in an opportunistic manner
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by both management and labor. This is not a straightforword and linear
process, but rather a complex, often intuitive, and erroneous set of
decisions and nondecisions—not necessarily ordered or planned in
advance. This means that the strategy area is unstable even in the short
run. De Sitter et al. (1997) proposed on this level two basic opposing
strategies. One strategy is greater bureaucratization, avoiding participa-
tion, and making organizations complex and jobs simple. The second
strategy is to reduce internal control by participatory management and
make organizations simpler and jobs more complex.

Individual Area

In this area the human assets of the organization are deployed. The
will and skill of individual participants—as employees or as man-
agers—are a crucial factor for participation programs. The disposition
of individuals to contribute their physical, mental, and emotional
resources to their employing organization through participation should
not be taken for granted. This individual disposition was never sup-
ported unequivocally. However, Freeman and Rogers (1994) found, as
Blumberg (1968) did 30 years earlier, an enormous participation gap
between what [American] workers desire to be involved in and what
they are currently allowed to be involved in. Freeman and Rogers also
provided information on workers’ preferences regarding the form and
structure of participation. Among other things, workers would like the
right to elect representatives and to have access to company informa-
tion, and they don’t want management-dominated programs with little
worker control. Instead what they want is a real voice in the workplace.
However, there is a lot of variance among employees and managers as
to the amount and forms of desired participation. Also important is the
amount and composition of the human capital of the workforce. In
detailed case studies of 72 companies, Bassi (1995) discovered that
among manufacturing and nonmanufacturing firms that were imple-
menting programs such as TQM, QCs, and work teams, the firms that
established workplace education programs reported noticeable
improvements in their workers’ abilities and the quality of their prod-
ucts.

Organizational Behavior Area

This is the arena of group dynamics, organizational communication,
organizational commitment, leadership patterns, and so forth. This is, of
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course, the most relevant context for a participatory culture. Parnell and
Bell’s survey of literature (1994) indicated solid positive relationships
between participation and satisfaction, self-esteem, loyalty, and positive
supervisor-subordinate relations. Indeed, most participation programs
are established to solve organizational behavior issues. Managers, for
example, see motivation and commitment of the workforce as impor-
tant reasons to support participation programs. Indeed, many partici-
pation programs were set up to tackle these two issues. Low
organizational commitment with its symptoms of high rates of turnover,
absenteeism, tardiness, low morale, and sabotage is sometimes the first
catalyst for an employer to adopt participatory solutions. In the well-
known paradigm of Albert Hirschman (1970), participation, as an active
collective and organizational means to arrest system deterioration, is a
form of Voice. The other individual and nonparticipatory solutions that
may prevail in the organizational area are Exit, Loyalty, or Neglect
(Rusbult et al., 1986; Withey and Cooper, 1989).

Another variable in this context area is organizational climate, which
might enhance or impede the creation of participatory practices.
Unfortunately, it is hard to know which direction it might take. Tesluk
et al. (1995) studied, in an American sample of 252 employees and first-
level supervisors, the extent to which the knowledge and skills learned
in EI program training were generalized beyond specific EI activities.
The training was in participative decision-making, problem-solving,
team skills, and quality control. The researchers reported that greater
generalization of EI training to the job was found in those units where
organizational climate did not support employee participation. The pre-
existing favorable climate for employee participation was related nega-
tively to generalization.4

The subtle character of participatory practices was well demonstrated
in a study by Marchington et al. (1994), who explored the meaning of
participation, perceived by 800 participants in various EI programs in
18 organizations in the United Kingdom, by means of an attitude survey
and a series of in-depth case studies. They found no correlation
between the range of EI practices that were in operation and the atti-
tudes of employees participating in these practices. It was apparent that
more participation practices did not imply a greater effect. Employees
at two of the organizations with the greatest number of schemes held
significantly different attitudes to EI. Moreover, employees at one
organization were no less positive than those at another, despite the
fact that patterns of EI at the former were much less prominent than at
the latter. Furthermore, practices with the same title varied considerably
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in terms of their operational characteristics. Contrary to some claims
that increased levels of EI lead to cultural change and improved levels
of employee commitment to the organization, the authors suggested
that EI is as much affected by the prevailing organizational culture as it
is by a source of change.

Performance Area

In this area the results of participation programs are enhanced or
impeded by a variety of environmental factors. Batt and Appelbaum
(1995) found differences in performance of participation programs
across occupations, organizational departments, and technologies.
Doucouliagos (1995) found a stronger correlation between participation
and performance among firms owned and controlled by workers than
among capitalist firms adopting one or more EI practices, such as QCs.
Juravich (1996) and Cooke (1994) argued that successful performance
of EI programs is related to the intensity of the program, as measured
by the frequency of meetings and the number of employees involved.
In highly competitive, low-wage, and flexible nonparticipatory practices
of employment, an EI program must be even more intensified to pre-
vail in the traditional nonparticipatory environment. Another factor in
the performance area is the nature of the industrial relations. Kelly and
Harrison (1991) reported that EI programs are significantly more suc-
cessful in unionized settings. However, given the mixed impact of EI on
economic performance, EI is more likely to succeed in financially
sound companies (Juravich, 1996).

Overlapping Areas

As one can see in Figure 10.2, the four context areas partially
overlap, and thus create cross-sectional areas. This means that some
elements of the participation program are exposed selectively and
simultaneously to several organizational contexts, with the plausible
contradictions and interactive effects (the major impacts are indicated
by bold arrows in Figure 10.2). Goals and support should be most sen-
sitive to the strategy area. The inclusion or exclusion of participation in
the organization’s agenda signals loudly and clearly the priority of the
organization and its level of support for participation. Participants are
exposed to the individual area where levels of personal motivation and
skills are determined. However, they are also the major players in the
organizational area. Personal goals of participants should be compat-
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ible, to a certain extent, with the program’s goals. After all, individuals
(both managers and employees) are also the carriers of the new par-
ticipatory culture. Therefore, the intersection of the individual area with
the organizational area is obvious.

Participatory practices, almost by definition, live or die in the orga-
nizational area. Nevertheless, their function as transformers of behavior
into contributions makes them susceptible to the performance area, as
well. Thus, participatory practices are exposed constantly to “radiation”
of demands and pressures from the performance area, and this happens
in the intersection of the organizational area and the performance area.

Contributions are supposed to result from the concerted efforts of the
program’s operation, and then to be exported to the organization, as
indicated by the lowest arrow in the model. However, as noted earlier,
the participation program is not the sole factor, and the contributions
are also bound to external technological and economic strengths, weak-
nesses, opportunities, and threats (SWOT) in the performance area.

DEVELOPMENT AND DISINTEGRATION 

OF PARTICIPATION PROGRAMS

So far, we have modeled static states of participation programs. In
this section we describe some dynamic processes in participation pro-
grams. The analysis will focus on two types of processes: development
and disintegration.

Development Processes

Kochan and Dyer (1976) suggested three stages in a successful
implementation of cooperative programs: an initial stimulus, a decision
of both parties to participate, and maintenance of the parties’ commit-
ment. The decision to cooperate involves each side weighing the per-
ceived costs and benefits of cooperation. Further, each side tries to
maximize outcomes by seeking the best combination of adversarial and
cooperative behavior (Cooke, 1990). Generally, this process has two
approaches: top-down development and bottom-up development.

Top-Down Development

Development of participation programs in a top-down manner is pre-
sented in Figure 10.3. The initiation of the project starts at the apex of the
organization. In the first stage (I), conditions in the strategy and indi-
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vidual areas emerge, and the major stakeholders build support, define
common goals, and mobilize individual motivation. Typical actors in this
stage are top managers and/or labor leaders, who indoctrinate their
vision and the expected benefits of participation programs. A major dif-
ficulty at this stage is sometimes the indifference of employees and man-
agers and their suspicions of the sincere intentions of the upper echelons.

In the second stage (II), if successful, forces in the organizational
area are ripe for a change in creating the required participatory prac-
tices. The process is easier for organizations with a history of collabo-
ration and trust between labor and management. However, for
traditionally rigid, hierarchic and bureaucratic organizations, it is much
more difficult to achieve.

In the third stage (III), the new participatory efforts are routinized
(become “a way of life”), and effective management of the performance
demands is attained. Note that performance in this stage may be ham-
pered if the coalition of forces in the other areas is not strong enough.
This happens when strategic, individual, and organizational determina-
tion among the stakeholders is insufficient or equivocal. But even with
unequivocal alignment of forces in the context areas and participatory
practices that are working well, the desired contributions may not
result, due to uncontrollable externalities. For example, the QWL pro-
ject in Shell UK from the mid-1960s to the early 1970s was reanalyzed
by Blackler and Brown (1981). They revealed that despite early opti-
mistic reports, the project and its achievements soon faded.

Bottom-Up Development

Development of participation programs in a bottom-up manner is
presented in Figure 10.4. In the first stage (I), the project is initiated
locally, often by some work groups or departments. The drive for initi-
ating a participation scheme is normally the acknowledgment of both
low-level management and employees of the mutual benefits of a par-
ticipatory mechanism to solve local problems in the performance area.
This initiative is enhanced by supporting, trusting, and encouraging
people in the organizational area. In the second stage (II), the initiation
in one corner of the organization spreads to other parts and more
people are involved. If successful, the participation endeavor gets the
attention of higher management (III) and secures support and incorpo-
ration of the program in the organizational strategy.

Note that when a participation program evolves from bottom to top,
the common goals are crystallized in an organic manner, from small
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FIGURE 10.3. Top-down development of a participation program.



groups to the wider public in the workplace. In the top-down course,
management has to indoctrinate its goals and to persuade employees in
the mutual value of the program, where in bottom-up evolution, man-
agement takes a working arrangement that already has passed the per-
formance test and legitimizes it. The problem of many bottom-up
initiatives, however, is how to convince other people and departments
to adopt the program, and thereby to gather the required momentum,
that will be appreciated by top management. When this happens, the
third stage institutes a full-fledged program.

Disintegration Processes

Processes of deterioration and disintegration occur when some parts
of the program and/or its context functionally decline. Even though
high rates of participation programs die and the reasons for their failure
are well documented (Goodman, 1980; Lawler and Mohrman, 1985;
Drago, 1988; Eaton, 1994), we can better understand the deterioration
processes by the use of our model. There are many reasons for failures
and shortcomings of participation programs. However, there are three
recurrent processes of disintegration that cause a series of lapses:
detachment of the dominant coalition, deserting of participants, and
atomization.5 These three types of disintegration are presented in
Figure 10.5.

Detachment of the Dominant Coalition

This is a common occurrence when there is a loss of interest among
the dominant coalition that supports the program. Creation of a sup-
portive coalition is a major challenge in setting up any participation
program. However, maintaining commitment to the program is perhaps
even more difficult. The erosion of commitment can be predicted from
a principal-agent theory. In participatory systems it becomes particu-
larly difficult to convince management and other stakeholders to con-
tinue their support, as the free riding and shirking increase with the
number of agents (Levine and Tyson, 1990). On the other hand, in
unionized settings it is sometimes the union’s side that demoralizes and
impedes the program, when the union officials feel that they lose
ground in the program (Cooke, 1994). So, the weak link in this disin-
tegration is the support element (shaded in the model).
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FIGURE 10.4. Bottom-up development of a participation program.



FIGURE 10.5. Disintegration processes in participation programs.



Deserting of Participants

Deserting of either employees or managers and supervisors is
another cause of disintegration of participation programs. Baloff and
Doherty (1989) discussed possible negative consequences for partici-
pant employees: they may be alienated by their peers who do not par-
ticipate; managers may attempt to coerce them during participation, or
managers may retaliate against them if the results of the participation
displease them; they may have difficulty in adapting to old work prac-
tices in case of a terminated participation program; or they may even
be discharged from the organization. Parallel detachment problems can
be detected for managers and supervisors, as documented by Fenton-
O’Creevy (1998). The weak link in this type of disintegration is the par-
ticipants’ element (shaded in the model). 

Atomization

This type of breakdown occurs when several elements in the partic-
ipatory system fall apart, and the metabolic relationships in the system
decrease virtually to nullification. In this state the consensus on
common goals vanishes, the support resources disappear or are
diverted to different projects. the participants withdraw their commit-
ment, and the participatory practices are ritualized and lose purposeful
impact on the contributions. Such decline processes may characterize
most of the reported failures of participation programs, which were not
officially terminated.

NOTES

1. Caine and Robson (1993) are close to my intentions in the term

“model” (1993, 28): “A model can be considered as a simplified, but represen-

tative abstract of a real situation . . . models can be considered to be either

descriptive or prescriptive in nature . . . In practice, a conceptual model is a

diagrammatic representation of the problem situation and incorporates the use

of techniques such as influence diagrams and flow charts . . .”

2. The argument of Levine and Tyson (1990) is a variant of this approach.

Also, see Osterman (1995), who explained how implementations of

work/family and employee involvement programs are related to the employ-

ment strategy of firms, which seek to implement high-performance and/or

high-commitment work systems.
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3. Some argued that Locke et al.’s study focused too much on the level

of the enterprise and thus tended to underestimate the factors that shape work-

place practices in countries with more centralized industrial relations institu-

tions, such as the European countries.

4. This is not a rare phenomenon, which sometimes occurs when the

expectations for participation soar too high among employees who already

have had experience with participation.

5. The discussed three types of disintegration of participation programs

are only a subset of a larger group of pathologies of participation programs.

Further studies and elaboration of the model may reveal more types and forms

of disintegration.
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In this section, the validity of the model is tested in two case studies:
the performance of German works councils and the Israeli participation
programs of the Histadrut. The general features of these programs have
been described and discussed in previous chapters. The focus here is
on explaining the dynamics of some aspects of these programs, with
the assistance of the proposed model.

PERFORMANCE OF THE GERMAN WORKS COUNCILS

The performance of the German works councils was scrutinized in
many German studies. There are also a few in-depth analyses in
English. Freeman and Medoff (1984) defined the works councils as “col-
lective voice.” By offering the means to express discontent and increase
productivity through collection of information about the preferences of
the workforce, German works councils assist management in imple-
menting a more efficient mix of wage and personnel practices. This,
better human resource management lowers turnover, reduces hiring
and training costs, and improves communication and workplace
morale.

In a later study, Freeman and Lazear (1995) explained why neither
employers nor unions would establish formal worker representation
structures voluntarily. Employers are reluctant to grant workers suffi-
cient representation rights and information about the firm that will
increase productivity, because sharing this information increases the
bargaining power of workers and permits workers to capture a larger
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share of the rents generated by the firm. They also argued that German
works councils provide workers with increased job security, which fos-
ters in workers a broader long-range perspective of the firm and greater
readiness to exert efforts on its behalf. The job security argument
received some support in a study by Sadowski, Backes-Gellner, and
Frick (1995), who reported that job security was significantly higher in
German firms with works councils. At the same time, however,
increased job security and better information on the financial viability
of the German firm enhance rent-seeking behavior on the workers’
part, thus lowering the firm’s profits. Freeman and Lazear believe that
the German works councils will eventually offer a solution for this
profit effect by decoupling pay from the factors that determine the size
of the pie.

On the other hand, FitzRoy and Kraft (1987) argued that efficient
firms do not need the bureaucratic impedimenta of works councils, and
that they may be useful to some degree only for inefficient firms.
Efficient firms can compensate for “under-provided participation” by
means of advanced HRM practices, which include practices of direct
participation. Addison (1996) countered that if the goal is indeed to
decouple the factors of production and distribution, there would be no
good reason for management to resist works councils. He concluded
that Freeman and Lazear failed to recognize that the German works
councils functioned, at least partially, as bargaining agencies.

The problem with the “collective voice” explanation, either in its pro-
council version of Freeman and his colleagues or anti-council version
of FitzRoy and Kraft, is that it ignores the organizational context of the
works councils. Returning to the organizational area in our model, we
may recall that in this area, voice behavior is part of a wider repertory
of organizational commitment. However, German firms have used dif-
ferent routes to manage various modes of organizational commitment.
For many years the German works councils exhibited voice behavior
by employing PDM practices (information sharing and consultation) in
the sense of Freeman and Lazear’s model.1

On the other hand, management demanded and gained individual
employee compliance with the firm’s rules and individual Loyalty to its
work ethics and performance objectives. Thus, in a German firm with
a works council in the 1960s or 1970s, the Voice term in the equation
was the domain of employees and their institutions, while the Loyalty
term was the domain of management. The latter fostered Loyalty and
work motivation by HRM practices of training, careers, rewards, bene-
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fits, and so forth. By separating voice behavior from loyalty behavior as
two different facets of organizational commitment, the German firm
was able to formulate a practical solution for both a firm’s competi-
tiveness and job security.

However, the new era of lean production, downsizing, and EI pro-
grams constrained the German works councils, as it did many other
labor institutions elsewhere, to engage reluctantly in direct participation
practices of OJGP. This change in strategy and practice is missing in
Freeman and Lazear’s model, and may cause a need to revise the
theory. Extending activities of works councils to direct participation
practices (OJGP) makes it a player in a managerial domain, where
FitzRoy and Kraft discerned performance strength. Becoming a partner
in managing OJGP programs, the works councils take part in a core
managerial activity to improve performance objectives.

The differences between the works councils in their earlier time and
in the last decades are depicted in Figure 11.1. In past years there was
a constitutional and practical dissociation in German firms between the
voice channel, which was dominated by labor through works councils,
and the loyalty channel, which management dominated. In the second
generation, works councils entered direct participation activities (OJGP)
and thereby “invaded” management “territory” and shared the loyalty
channel in addition to indirect participation in the voice channel.
Success of labor in the loyalty channel may considerably increase
employee motivation, productivity, and competitiveness of the firm. On
the other hand, involving works councils in a decidedly managerial
area of responsibility may disrupt the delicate triangle of unions, works
councils, and management, since they may offset the gains of the voice
channel by evoking low commitment behavior of exit, fence-sitting,
and neglect instead.

THE ISRAELI PARTICIPATION PROGRAMS REVISITED

Using the participation path model, we can compare two extremely
different participation programs in Israel. From the outset it can be
stated that both programs were typically top-down endeavors. In the
case of the JMCs, the Histadrut’s political leadership created the neces-
sary strategic alliances and then moved to institute joint consultation
practices. In the case of the Social Program, Koor’s management initi-
ated the program and created its own alliances, and then designed
detailed EI practices. Interestingly, even the decline processes of these
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programs were typical of top-down programs, namely, withdrawal from
the programs and detachment of both political leaders and manage-
ment groups. We can now return to internal mechanisms in these two
programs.

By a statistical reanalysis of survey data, which was gathered in the
1970s and 1980s in two research studies, a comparison can be made of
the five elements of the model in the two programs.2 The measurement
procedures are the same for the two studies. However, there are dif-
ferent items in some variables, due to a different time and context of
each study, as is specified in Table 11.1.

The task of the researcher in this framework is to estimate and com-
pare the weights of the paths or arrows in the model in Figure 11.2 for
the two programs.3 The arrows in Figure 11.2 describe the hypothesized
causal relationships (a two-headed arrow marks an interaction relation-
ship rather than a unidirectional one). However, only the statistically
significant path coefficients were reported and marked by bolder lines.
The fitting results are supplied as well. Both models fit the data with
goodness of fit measures (other possible patterns of relationships, by
omission or addition of arrows in the current set of five observed vari-
ables, yielded poorer goodness of fit for both programs).
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FIGURE 11.2. Comparing two Israeli programs by a path model of participation

programs.

TABLE 11.1. Data for Two Israeli Programs



In both programs a strong effect was found to the path from partic-
ipatory practices to contributions (0.65 and 0.62, respectively). This
means that the core mechanism of the model has been validated in
these cases: As long as the program has effective practices of partici-
pation, it produces positive organizational and personal contributions.
The content and symbols of participatory practices in these two pro-
grams were different, but the effects on contributions were similar.

The different mechanisms in the two programs can be traced in the
other parts of the model. As we can see in Figure 11.2, in the Social
Program the impact of support on participatory practices is higher than
in the JMCs (0.50 versus 0.33), while in the JMCs, the impact of partic-
ipants is higher than in the Social Program (0.32 versus 0.20). These dif-
ferences reflect the specific circumstances of each particular program:
Management in the Social Program was more vigorous in enhancing
productivity and QWL practices. In the JMCs, on the other hand,
workers’ delegates (but not other rank-and-file workers) participated ex
officio more than the average participant in the Social Program did.
Another difference between the programs is the significant direct effect
of support on contributions in the Social Program (0.21), while in the
JMCs this path is negligible. Again, management in the Social Program
was more active in order to get results (contributions). In the JMCs, on
the other hand, direct support for contributions was less important to
the Histadrut’s political officials.

A word on goals: In both programs goals had no effect on participa-
tory practices. For the Social Program it is explained technically by a
lack of variance (94.5 percent of the respondents defined the goals of
the program in instrumental terms). However, the variance in the JMCs
was greater and yet goals had no significant effect (46 percent indicated
instrumental goals, 30 percent indicated mixed goals, and 19 percent
indicated ideological goals). The observed isolation of goals (only a
weak relationship with participants in the Social Program) raises the
possibility that vision and mission statements of participation programs
are less important than concrete interests and behavior of supporters
and participants.

EVALUATING THE MODEL

The analysis of the two case studies, German and Israeli, which may
reflect the experience of many other programs, suggests that supporters
and participants behave in a similar way in a private competitive
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nonunionized setting as well as in a collective setting. Business and
labor leaders eventually will be in the same boat, and have to coop-
erate in order to secure productivity, commitment, decent wages, and
proper working life. The lesson from the Israeli case is that the “partic-
ipation engine” is basically the same for different programs. However,
it is not easy to generalize this finding. Participation engines need dif-
ferent “fuels” and different tuning for different programs. The nature of
supporters and participants and the content of the participatory prac-
tices are changing from program to program and from generation to
generation. A safer conclusion from the experience with many partici-
pation programs is that this engine does not work well under extreme
conditions. We learned that turbulent environments hamper and even
paralyze participation programs.

Participation programs in the first generation, namely, the first
decades after World War II, flourished in relatively organized and calm
economic and technological environments. Political and business lead-
ership could respond effectively to environmental challenges by strate-
gies of full employment and industrial democracy. However, in the last
decades of the second generation the environment became much more
competitive, global, and turbulent. In this context the corporatist poli-
cies of labor representatives on management boards and joint labor-
management committees could not adequately face the new challenges.

Employee involvement programs in the second generation were part
of the new strategies to enhance productivity and competitiveness, with
new techniques of lean production, outsourcing activities, and privati-
zation of the collective labor relations. In this framework, participation
was pushed down from the strategic decision-making (PDM) to the
operational work issues of teams and work groups. Labor unions lost
many of their members and much of their power as partners to PDM
programs.

These changes are reflected in the contents and styles of the three
major inputs to participation programs: support, goals, and participants.
Working under a changing context, these inputs enhanced new prac-
tices of direct participation on the job and/or group (OJGP), namely,
teamwork and quality management. Not only was the strategy area
changed but the individual area was changed as well. Employees of the
last decades have been equipped with different knowledge, skills, abil-
ities, and with different patterns of motivation and organizational com-
mitment. In Europe, in particular, the new workforce has shown less
interest in the older style of workers’ participation in management, and
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in the United States employees have expressed an explicit desire to
have greater involvement in the workplace.

Also, the performance area was changed. The advanced industrial
countries moved quickly from the traditional industrial setting, the
cradle of the first generation of participation programs, to high-tech-
nology industries and toward a service society. More and more
employees have found themselves serving or supporting customers and
“end-users” rather than producing physical products and commodities.
For these service organizations, a different participatory culture is
needed—a culture of direct involvement and teamwork because cus-
tomers will not suffer bureaucrats and boring, unskillful, and
unpleasant service providers. However, in a global cutthroat competi-
tion, with a growing virtualization of the workforce and the disappear-
ance of job security and a sense of community, the newer participation
programs, which have been initiated to cope with the “brave new
world,” are entering an extremely dangerous survival zone. 

A further development and application of the proposed model
should be directed toward constructing and refining diagnostic tools to
monitor participation engines and their functioning in different context
areas. Also, more development is needed to identify and describe
growth and decline patterns of various engines.

NOTES

1. Drago and Wooden (1993), using survey responses from 249 managers

from large Australian firms, found a strong positive linkage between voice and

participation.

2. The data is taken from two studies by the author and colleagues: (1)

Bar-Haim, A. (1979). “Workers’ Participation in the Management of Industrial

and Craft Plants.” Work and Welfare Research Institute. The Hebrew University

of Jerusalem (In Hebrew). Ninety-five workers’ representatives and manage-

ment delegates participated in this study. (2) Bar-Haim, A., Bar-Yosef, R., and

Hochman, R. (1985). “The Social Program in Koor: An Evaluation Study in Five

Plants.” Work and Welfare Research Institute. The Hebrew University of

Jerusalem (Hebrew). There were 709 employees who participated in this study.

3. The estimated parameters or coefficients are equivalent to standardized

regression weights (bs). The model fitting was done by AMOS statistical

package for Structural Equation Modeling (SEM), and was performed on the

data in Appendix B. The residual or error terms, as required in structural equa-

tion modeling, were calculated, but are not presented.
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Since the day the Temple was destroyed, prophecy has been taken away from

the prophets, and has been given to fools and infants.

—Babylonian Talmud, Bava Batra 12b

In this final part of the book, the discussion turns to speculations about
the future of participation programs. Why should we enter into such a
dubious business of clairvoyance? Here is the rationale. The historical
analysis of two generations of participation programs shows dramatic
changes over a relatively short period of 50 years. On the one hand,
high volatility, a high mortality rate, and high fashionableness in forms
and practices have characterized them, and make prediction a risky
endeavor. However, the reasons for the attempts to forecast possible
futures of participation programs are inherent in the very futurist ori-
entation of participation in work organizations. The objects of inquiry
have been limited in this book to participation in bureaucratic business
and public organizations. Communes and cooperatives have been
excluded (the Mondragon case in the appendix is an example of what
is not discussed here). However, even in the noncommunal context,
participation programs have always been more than managerial tools to
improve productivity and work attitudes. They have been meant to
change the world of work and to create a better future for employees
and societies. At the extreme vision of work community à la  Elton
Mayo, participation programs could be a vehicle to solve the problems
of the industrial civilization. This vision recurs again and again. At the
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other extreme of individualistic vision, participation programs could
cure the alienation of the Marxian Homo Faber, and in between these
two extremes lie many hopes and expectations for better quality of
working life. Therefore, questions about the future of participation pro-
grams are closely related to the relevance and actuality of broader
issues of our working life.

Nevertheless, in order to minimize the risk of prophecy, I use, in a
free way, a technique known as “scenario planning” to analyze possible
futures of participation programs. On the basis of past and present
experience, we may try to stage “scenarios” of possible “futures” of par-
ticipation programs. Scenario planning, as suggested by Wack (1985)
and Schwartz (1991) is a disciplined method for imagining possible
futures The method first used extensively by Royal Dutch/Shell in the
1970s as part of its process for generating and evaluating strategic
options (Schoemaker and van de Heijden, 1992). This method has
achieved global popularity with companies and even government agen-
cies. In this method an attempt is made to reduce prediction errors by
dividing solid knowledge from the unknown or uncertain knowledge.
Various and even conflicting projections are made to stimulate thinking
about yet unknown realities and to challenge the tendency to believe
that the future will replicate the past.
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Major steps in scenario planning are:

1. Assessing key features of past participation programs that remained

active and relevant for their duration. These are the drivers of future sce-

narios.

2. Identifying uncertainties, which may determine and shape the opportu-

nities and threats of participation programs.

3. Describing several future scenarios.

THE RELEVANCE OF PAST AND PRESENT DRIVERS

The past 50 years of participation programs shows first that there was
a shift from indirect representative participation, with emphasis on
managerial decision- making, to direct participation on the job or work
group (OJGP), which has been focused on performance issues. Second,
in both generations, economic and social results or contributions were
achieved because of the dynamics of three basic intra-organizational
drivers:

1. Support of top organizational agents—generally, management and labor

and sometimes government agents as well.

2. Cooperation of expected participants—mainly workers, supervisors, and

middle managers.
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3. Participatory culture at the workplace—a set of behavioral customs,

habits, and symbols, which enabled a spirit of joint efforts and coopera-

tive behavior.

The external or environmental drivers, which shaped the dynamics
of participation programs and determined the results (“contributions”),
were different between the first and second generation. The first gen-
eration of indirect representative programs witnessed the power of
organized labor, organized employers, and state governments in many
countries, as we have described in the preceding chapters. On the local
workplace level, support was composed of top captains of industry, top
labor leaders, and top government officials. The participants (the rep-
resentatives in the various works councils and corporate organs) were
the elite of local workers and management, and the devised culture was
permeated with social and political faiths, even at the expense of eco-
nomic and performance efficiency. My guess is that these combined
drivers will not prevail in the near future. Global competition, the col-
lapse of the older international bipolar structure, privatization, and the
information revolution destroyed the collectivist institutions of indus-
trial relations that enabled the corporatist alliance between industrial
elites in participation programs.

The second generation of direct participation programs was devel-
oped on the background of different drivers, which restructured the
context and the content of participation programs. First, the economic
conditions worsened both locally and internationally. Second, the
world entered an era of fast-rising, new technologies, mainly informa-
tion technology. Third, the postwar global order of the two super-
powers collapsed and a new global economic and political order
emerged. These changing factors made obsolete the older workers’ par-
ticipation programs. Work organizations found themselves fighting for
survival. They needed technological and business restructuring with dif-
ferent markets, different required human skills, different sizes, and dif-
ferent modes of working with suppliers and customers. Labor unions
were no longer able to provide the two basic goods of their raison
d’être: job security and decent standards of working and living. The
leadership of participation programs has moved from political and labor
leaders to owners and managers. The latter were not interested in labor
representatives on their boards or in other decision-making bodies,
especially under the new regime of downsizing and outsourcing.

Was participation relevant under these conditions? Yes, of course, but
in different terms. Going globally lean and mean dictated the parame-
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ters of the new participation programs. The supporters were mainly
corporate management, not the whole industry or economy. Local labor
leaders were dragged behind or were reluctant to cooperate with the
new managerial programs. Participants came from rank and file and
from the shop floor teams and work groups. However, the new tech-
niques of teamwork and quality management required profound
changes of practices and behavior among middle managers and super-
visors, who lost responsibilities and authority. There was a limit to their
will to cooperate, and also a limit to employees’ will to intensify quality
work just for autonomy and teamwork, and without additional ade-
quate monetary compensation.

My guess is that the external drivers of technology, especially infor-
mation technology, and virtualization of trade and work relations will
continue to exert their impact on work organizations and participation
programs. I do not doubt that the globalization process, as we know it
today, will change. It also seems to me that the future of current regi-
mented quality management programs, which “enforce” participation in
teams and groups will not survive in the near future.

Can we learn about the future of participation programs from their
performance in the last 50 years? The most conspicuous result is the
high mortality rates of participation programs. The indirect representa-
tive programs, especially where they are mandatory by law, such as in
Germany, are more enduring. However, most programs suffer deterio-
ration and/or termination and do not survive longer than several years.
The reasons are many, but the typical reasons are the detachment of
the support agents, the desertion of participants, and the atomization of
the programs’ components. I believe that this feature of participation
programs will not change in the near future.

Nevertheless, many programs have served their purpose even par-
tially and for a short time. It is well known that at least in postwar
Europe, in former Yugoslavia, in some developed countries, and in
Israel, representative programs significantly contributed to industrial
and social peace and to steady and smooth growth of productivity and
national economy. The net contributions of the second-generation pro-
grams (when we control for factors such as technology and economic
markets) are probably positive, but small. However, if we take single
components such as teamwork and self-managing groups, the contri-
bution to restructuring of work organizations and modernization of
work systems is much more profound and widespread.

Whether teamwork and self-managing groups will continue to play
a central role in future participation programs remains to be seen. Our
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skepticism in this matter stems from the observation that the new net-
work arrangements of work enable many nagging aspects of real
autonomous or semi-autonomous groups to be bypassed.

My provisional conclusion is that, at present, we can count on two
constant forces or drivers that will continue with a high degree of cer-
tainty to determine and shape work organizations, and thus, participa-
tion programs, in the near future:

D1: Technologization, namely, equipping work life with excessive
tools, information, and communication processors.

D2: Virtualization of relationships in work and labor relationships.
This means that many more work organizations will work in cyber-
space, from a distance, in many geographical locations, in complicated
networks of communication rather than in closed and well-defined
hierarchical systems.

In terms of strategic analysis, organizations will experience high-
speed and high-intensity processes of acquisition and usage of tools
and products of high technology. Second, they will extend their use of
virtual networks for communication and work. These drivers alone will
create new and vast sources of opportunities and threats for organiza-
tions. For example, Shostak (1999) analyzed eloquently both the threats
and the opportunities of information technology, the Internet, and the
virtualization for labor unions and labor relations.

KEY UNCERTAINTIES

Uncertainties are unknown or unsure determinant factors in the
future. I identify three key uncertainties:

U1: Globalization. In its 276th Session (November 1999), the
International Labor Office (ILO) defined globalization as a phenom-
enon with economic, political, and cultural dimensions. The economic
dimension has been defined there as a process of rapid economic inte-
gration between countries. It has been driven by the increasing liberal-
ization of international trade and foreign direct investment, and by freer
capital and labor flows. Economic globalization manifests itself through
an intensification of activities in international trade in goods and serv-
ices, in capital and labor flows, in an increasing role of multinational
enterprises, in the reorganization of production networks on an inter-
national scale, and in the adoption of new technologies, including
information technology.

All these globalized systems, subsystems and processes that we
know today may continue to function as they do, namely, to increase
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economic competition, giant mergers, and global partnerships at the
expense of local—national and community—transactions and relation-
ships. However, globalization may be shaped by a different modus
operandi and different rules of the game. For example, the international
community may be mobilized to curb and reduce the huge human and
environmental costs of unrestrained globalization. Another possibility is
that local communities will employ their political power to regulate
globalization. The point is that globalization, in my view, is not a taken-
for-granted driver of the future.

U2: Localization. Localization is the opposite process of globaliza-
tion. It is a process of liberalization and encouragement of local
(national and community) trade and capital flows, the use of local pro-
duction networks, and the adoption of new technologies, including
information technology for strengthening local products, local work
communities, local cultures, and local traditions of work and manage-
ment.

Its status as an uncertain factor of the future is obvious. Predicting
successful localization process in the face of vigorous globalization may
seem strange if not pathetic. However, this very weakness of localiza-
tiom makes its prediction nontrivial. 

U3: Democratization. Democratization is the extension process of
democratic principles of governance from civil society to work organi-
zations by power sharing, participation in decision-making, trans-
parency of information, preservation of human rights, and so forth.
Note that localization and democratization are not necessarily corre-
lated. It is possible to have active processes of localization without
democratization, as we may see in some countries, which vigorously
nurture their local economy and culture, but neglect or even block
democratic reforms in their institutional infrastructure. On the other
hand, in democratic countries the drive to protect the local economy
and local way of life stems from the need to respond to the demands
of political parties and pressure groups in the democratic game. 

In summary, I identify two major drivers (current forces that will pre-
vail with a high probability in the near future): higher technologization
of work organizations, and higher virtualization of management, work
arrangements, and communication modes. I also identify two major
uncertainties (current or future forces whose strength and direction are
uncertain): shape and strength of globalization, localization, and
democratization.
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We have defined five environmental forces: two drivers that almost cer-
tainly will continue to exert their heavy impact on the context areas of
participation programs and the programs themselves, and three uncer-
tainties that may or may not continue to influence the context areas of
participation programs. Scenarios in our case are several patterns of
possible relationships among future combinations of drivers and uncer-
tainties and future combinations of participation programs in their con-
text areas. This framework is charted in Figure 13.1 as a sliced outer
circle for the drivers and uncertainties and a sliced inner circle for the
participation programs in their context areas. The task now is to
examine these patterns or profiles as possible future scenarios. 

SCENARIO 1: GLOOMY FUTURE FOR PARTICIPATION

D1: High technologization.

D2: High virtualization.

U1: High globalization.

U2: Low localization.

U3: Low democratization.

Given the strength of technology, virtualization, and globalization
(see shaded areas in the outer circle in Figure 13.2), and given the
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weakness of localization and democratization forces, participation pro-
grams will continue to suffer high rates of mortality, no clear agenda,
and opportunistic response to managerial fads of quasi participation.
The unrestrained globalization with fast virtualization and technological
change will accelerate forces of downsizing and outsourcing, will con-
tinue to weaken labor unions as partners in participation programs, and
will weaken top management commitment to participation in a wild
world of mergers and takeovers. On the level of the workplace, the
global turbulence will restrict the readiness of individual participants to
cooperate and to participate, and the cost of participation will be in
terms of excessive material remuneration because of the shortage of
social and emotional gratification. Participatory culture under this sce-
nario will be weak, and the contributions of the programs will be over-
whelmed by the nonparticipatory policies in the strategy area, and the
nonparticipatory practices in the performance area (see shaded areas in
the inner circle in Figure 13.2).

SCENARIO 2: BRIGHT FUTURE FOR PARTICIPATION

D1: High technologization

D2: High virtualization
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U1: Moderate globalization

U2: High localization

U3: High democratization

Given that globalization will be restrained and moderated, and that
localization and forces of democracy will prevail (see shaded areas in
the outer circle in Figure 13.3), participation programs will be able to
thrive in more comfortable conditions. Technology and virtualization
will serve participatory strategy and culture as well. For example, a lot
of information sharing, consultation, and co-determination can be done
in virtual networks of employees both via the Internet or the organiza-
tional intranet. Curbing the negative faces of globalization will begin a
renaissance for participation programs from a better starting point—
more flexible, more compatible with advanced technology, especially
information technology, and in a more enlightened society and global
environment. Actually, the roots of this vision are well developed in the
socio-technical and the QWL movements. It also will fit well the polit-
ical agenda of the new social democracy. The combination of tech-
nology, localism, and democracy will shape three of four context areas
of participation programs:
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• Strategy area, in which socio-technical and new social-democratic poli-

cies will be advanced

• Individual and organizational behavior areas, where rich and sophisti-

cated mixtures of individual competencies, motivation, and behavior will

fertilize participatory cultures, and will enable fruitful contributions (see

the shaded areas in the inner circle in Figure 13.3).

• However, the impact on the fourth area, the performance area, is incon-

clusive in this scenario, since unknown factors will operate in this area

and determine the end results.

Nevertheless, since participation in this scenario is an end in itself,
and since the general mood of this scenario is of a renaissance of social
responsibility, there is no reason to forecast negative results anyway.

SCENARIO 3: REASONABLE FUTURE FOR PARTICIPATION

D1: High technologization.

D2: High virtualization.

U1: High globalization.

U2: High localization.

U3: Low democratization.
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Given, as in Scenario 2, that globalization will be restrained and mod-
erated, and localization will prevail, but not democratization (see shaded
areas in the outer circle in Figure 13.4), a reasonable future is waiting
for participation programs. They will enjoy the more comfortable con-
ditions, as in Scenario 2 (“the bright future”). The processes of localiza-
tion will counterbalance the pressures of globalization. However, the
difference from Scenario 2 is the lack of parallel democratization
processes. Localism with no democratic culture will encapsulate partici-
pation programs to limited issues and scopes, and will not infringe or
threaten the existing nondemocratic industrial elite. Thus, participation
will remain an instrumental device rather than a new culture and a new
way of working life. In the context of participation programs, we will
discover that strategy, individual, and performance areas will be rela-
tively favorable to participation. However, the participatory culture will
be rather weak, with a low level of personal involvement and more cal-
culative commitment rather than a value orientation toward participation
(see the shaded areas in the inner circle in Figure 13.4).

SCENARIO 4: PLURALISTIC FUTURE FOR PARTICIPATION

D1: High technologization.

D2: High virtualization.
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U1: High globalization.

U2: High localization.

U3: High democratization.

Scenario 4, where all the drivers and uncertainties are high—more
technologization and virtualization, more globalization and localization
and democratization—poses a challenge to our prophecy exercise.
Although not all the conditions have the same odds, all of them will act
on work organizations simultaneously. In that case, which is charted in
Figure 13.5 by shading all the areas in the outer circle, we cannot antic-
ipate a coherent strategy for participation programs. All the context
areas of participation programs, except for the strategy area, will
actively enhance successful programs. This is because, under a simul-
taneous impact of all the forces, participation programs will have many
niches of opportunities in the forms of human talents and motivation.
They will be able to build advanced work communities with a sense of
togetherness and democratic participation, and they will be benefited
by the advanced technology and learning system in the efforts to con-
tribute significant products and services.

However, in contrast with the bright Scenario 2, the complex, some-
times confusing, and dialectical nature of this scenario does not permit
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to lean merely on success futures of participation and ignore the worst
situations. This scenario depends on different states of equilibrium
among all the forces in different countries, communities, and organiza-
tions. Such blessed balanced states, which enable real participation, do
not emerge spontaneously. As in the past or in the present, people will
have to desire it strongly and fight for it in the future.
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Our journey in the land of participation programs was enlightening, but
also painful. I cannot say that I am now able to resolve the enigma and
the fuzziness of the theme of participation. I am, however, convinced
that work organizations desperately need participation on all levels.
Participatory energy is perhaps the scarce commodity of our time. In
real participatory processes, participants experience excitement and
exhilaration, but also demands and exhaustion. The cost of participa-
tion is created by the cause of commitment, since commitment to a
valuable goal requires a high investment of time, material, and personal
resources. It also requires giving up other valuable goals. This is the
dilemma of participants. In representative indirect participation pro-
grams, the few are requested for commitment. However, this participa-
tory mode excludes the rest of the working community from the
experience of participation. On the other hand, intensive direct partic-
ipation is sometimes unrealistically demanded, and many employees
may not be able or may not wish to immerse themselves intensively for
a long time. The equilibrium state between too little and too much par-
ticipation is not constant and is not easy to maintain, regardless of the
ideological, political, and managerial colors of participation programs. 

My conclusion deals with the questions What is best for participation
programs, and what is my personal wishful thinking for participation
programs? Starting with the second question, I wish participation would
be a way of life in work organizations. Employees and managers should
participate as much as they can and as much as they want. The objects
of participation should be information, decisions, strategies, know-how,
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training, rewards, benefits, relationships, ownership, and the whole
world of work. A participatory world of work, I believe, is a better
world to live in.

Nevertheless, the best conditions for thriving participation programs
are moderation and compromise. We know with sufficient certainty that
cutthroat competitive environments or heavy and cumbersome bureau-
cracies are detrimental to participation programs. Furthermore, in con-
trast with what has been believed, participation programs are not
practical alternatives to the destructive consequences of wild markets
or unresponsive bureaucratic dinosaurs. Experience so far teaches us
that participatory projects are the first to die under extreme conditions
of market competition or bureaucratic fossilization.

Also the emerging new forms of network organizations, high-tech
start-ups, Web-based companies, and nearly virtual organizations are
not truly compatible with mature participation programs. In most of
these rather small organizations, there are significant areas of “natural”
participation in teamwork, in gainsharing, and in decision-making.
However, their small size, their “ad-hocratic” character and their
average short lives exclude them from being an arena for participation
programs of real work organizations. 

So, participation programs need “softer” environments, which are
able to contain multiple and changing goals of individuals, groups, and
organizational elite. They need a culture of tolerance, and, above all,
they need recognition of and organizational opportunities for different
levels of personal and group participation. Work organizations can
develop a bagful of participation opportunities, which fits different
capabilities and desires to participate. Employees and managers can
participate in countless forms and doses. Participation programs require
effort, skills, and resources, which in the right mixture can make sense
of working and living.
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Appendix A

Co-determination in German Coal,
Iron, and Steel Industries





THE JOINT MANAGEMENT COMMITTEES

Sample size=95

Correlations

contributions 1.00

p. practices   .69 1.00

support        .34  .34 1.00

goals          .10  .09 -.02 1.00

participants   .24  .34  .06  .08 1.00

Means

22.4 15.1 20.1 1.7 15.6

Standard deviations

6.40 4.12 2.38 .79 2.77
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THE SOCIAL PROGRAM

Sample size=404

Correlations

contributions 1.00

p. practices   .73 1.00 

support        .53  .51  1.00

goals         -.01 -.05  -.06 1.00

participants .15 .21 .03  .15 1.00

Means

29.0 33.6 11.8 1.1 1.7

Standard deviations

9.47 4.91 1.92 .29 .68

156 Appendix B



As I mentioned at the beginning of the book, cooperatives are beyond
the scope of this book. However, some excerpts from George
Benello’s assessment in the mid-1980s, “The Challenge of Mondragon”
(in Reinventing Anarchy Again, edited by Howard Ehrlich (AK Press,
San Francisco, 1996) are illuminating and helpful in understanding the
cultural dimension of any participatory system, with its implicit prob-
lematic issues of imitation, adoption, and diffusion of successful
models:

The [Mondragon] system [of cooperatives], which spreads throughout
the surrounding Basque region, is named after Mondragon, a town in
the mountains of Guipuzkoa Province near Bilbao. Since its start in the
1950s, it has gained an international reputation, with similar models
now being developed in England, Wales, and the United States.

The first cooperative was founded by a Catholic priest, Don Jose
Maria Arizmendi, who participated in the Spanish Civil War on the
Republican side. In 1943 he founded an elementary technical school in
Mondragon, and with several graduates of his school and a couple
dozen other members, in 1956 he founded a small worker-owned and
worker-managed factory named ULGOR, which produced kerosene
stoves.

This cooperative venture proved successful and developed into the
flagship enterprise of the whole system that later came into being. At
one point, ULGOR numbered over 3,000 members, although this was
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later recognized as too large and was reduced. The structure of this
enterprise served as the model for the latter enterprises forming the
system. Following the Rochedale principles, it had one member-one
vote; open membership; equity held by members and hence external
capitalization by debt, not equity; and continuing education.

Three years after ULGOR was founded, Don Arizmendi suggested
the need for a financial institution to help fund and give technical assis-
tance to other start-up cooperatives. As a result, the Caja Laboral
Popular (CLP), a credit union and technical assistance agency was
founded. The CLP contains an Empressarial Division, with a staff of
over 100, which works intensively with groups desiring to start coop-
eratives or in rare cases to convert an existing enterprise. It does loca-
tion studies, market analysis, product development, plans the buildings,
and then works continuously for a number of years with the start-up
group until it is clear that its proposal is thoroughly developed and
financially and organizationally sound. In return, the CLP requires that
the cooperative be part of the Mondragon system, via a Contract of
Association, which specifies the already proven organizational and
financial structure and entails a continuing supervisory relation on the
part of the CLP. The surplus of the industrial cooperatives is deposited
in the CLP and reinvested in further cooperatives. This close and con-
tinuing relationship with the financial and technical expertise of the CLP
is both unique and largely responsible for the virtually 100 percent suc-
cess rate within the system.

The CLP is considered a second degree cooperative, and its board is
made up of a mix of first level or industrial cooperative members and
members from within the CLP itself. In addition to the CLP there are a
number of other second degree cooperatives: a social service coopera-
tive which assures 100 percent pension and disability benefits, a health
care clinic, and a women’s cooperative which allows for both flex-time
and part-time work; women can move freely from this to the industrial
cooperatives. Also there is a system of educational cooperatives, among
them a technical college which includes a production cooperative
where students both train and earn money as part-time workers. This,
too, is operated as a second degree cooperative with a mixed board
made up of permanent staff and students. 

Mondragon also features a large system of consumer cooperatives,
housing cooperatives and a number of agricultural cooperatives and
building cooperatives. Today the total system’s net worth is in the bil-
lions. Mondragon consists of 86 production cooperatives averaging sev-
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eral hundred members, 44 educational institutions, seven agricultural
cooperatives, 15 building cooperatives, several service cooperatives, a
network of consumer cooperatives with 75,000 members, and the bank.
The Caja Laboral has 132 branches in the Basque region and recently
opened an office in Madrid. This is significant, since it indicates a will-
ingness to expand beyond the Basque region. The CLP’s assets are over
a billion dollars.

Mondragon produces everything from home appliances (it is the
second largest refrigerator manufacturer in Spain) to machine tool fac-
tories and ferryboats, both of which it exports abroad. It represents over
one percent of the total Spanish export product. With its 18,000
workers, it accounts for about five percent of all the jobs in the Basque
country. It also produces high technology products. Its research insti-
tute, Ikerlan, regularly accesses U.S. data bases and has developed its
own industrial robots for external sale and for use in its own factories.
Mondragon has spent considerable time studying and implementing
alternatives to the production line; its self-managed organizational
system is now being complemented with the technology of group pro-
duction.

The internal organization of a Mondragon cooperative features a
General Assembly, which ordinarily meets annually and selects man-
agement. In addition there is a Social Council which deals specifically
with working members’ concerns. There is also a Directive Council,
made up of managers and members of the General Assembly, in which
managers have a voice but no vote. This system of parallel organization
ensures extensive representation of members’ concerns and serves as a
system of checks and balances. 

Mondragon enterprises are not large; a deliberate policy now limits
them to around 400 members. To obtain the benefits of large scale,
along with the benefits of small individual units, Mondragon has
evolved a system of cooperative development. Here, a number of coop-
eratives constitute themselves as a sort of mini-conglomerate, coordi-
nated by a management group elected from the member enterprises.
These units are either vertically or horizontally integrated and can send
members from one enterprise to the other as the requirements of the
market and the production system change. They are able to use a
common marketing apparatus and have the production capacity to
retain a significant portion of a given market.

Mondragon productivity is very high—higher than in its capitalist
counterparts. Efficiency, measured as the ratio of utilized resources
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(capital and labor) to output, is far higher than in comparable capitalist
factories. One of the most striking indications of the effectiveness of the
Mondragon system is that the Empressarial Division of Mondragon has
continued to develop an average of four cooperatives a year, each with
about 400 members. Only two of these have ever failed. This amazing
record can be compared with business start-ups in this country, over 90
percent of which fail within the first five years.

Mondragon produces standard industrial products using a recogniz-
able technology of production. It does not practice job rotation, and
management is not directly elected from the floor—for good reason,
since experiments elsewhere that have tried this have not worked.
Members vary in the nature of their commitment. In fact there is some-
thing of a split in Mondragon between those who see Mondragon as a
model for the world and those who prefer to keep a low profile and
have no interest in proselytizing beyond their confines. Mondragon has
also been faulted for failing to produce mainly for local consumption.
It is in the manufacturing, not community development business, and,
while it creates jobs, its products are exported all over the world. It has
exported machine tool factories to eastern European countries, to
Portugal and to Algeria; a Mondragon furniture factory is now operating
in New York State. Mondragon does not export its system with the fac-
tories however; they are simply products, bought and run by local
owners. In general, it makes little attempt to convert the heathens; at
present, it is swamped by visitors from all over the world, and it finds
this hard enough to deal with without going out and actively spreading
the word.

Mondragon has awakened worldwide interest. The Mitterand gov-
ernment in France has a special cabinet post for the development of
cooperatives, the result of its contact with Mondragon. In Wales, the
Welsh Trade Union Council is engaged in developing a system of coop-
eratives patterned after Mondragon. In England, the Job Ownership
Movement along with numerous local governments developed both
small and large cooperatives on the Mondragon model. Progressives in
the Catholic Church, seeing Mondragon as an alternative to both capi-
talism and communism, have helped establish industrial cooperatives in
Milwaukee and in Detroit.
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