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1 Introduction

T he purpcse of this pgperis to provde a thearetical study ofhovthe gotion Torunias to
delecate thewece bargainingwi llaRactthevace cutoomeand theinaantives Torstrikes .U p
1O novthe erature hes mainly Toausad an strateg c delecatian an behalif ofF shareholdars -
Fershitman and Judd ( 98 7) have addiressad the issue of stratieg c manegerial delecatian in
the aatext of digypolistic industries with Caumot aampetition Gee abo Skiives, 1987).
R egarding strategc unian delbcatian, Janes (989) hes shonn thata divergence betinen
the dojectives of unian Eedars and unian membears will naturally arise in a damoaatic
unian as part of a ratianal bargaining strategy - Essarttially, the reesan is that in mary
bargaining situatias, commitmantcan be vallieblke, and the unian mambears can aedibly
ammit to a barganing stanae, vwhidh they aould not otherwise sustain, by delecating
autharity toanagpotiatonnhcse dojectives make this stence an qptimal are.ll are recatly,
Canlin and Furusana 000 ) have provided an eplnatian ofwhy seniorunian members
may represa it the unian in aotrect negotiatias wWith a maxpdiist. B y strategcally
delcating aontract negotiatias O wagemaximizing individuaks, the supllsmaxdmizing
unian may be better a® then ifsurpbLsmaxdimizing individuak negotiate the aatract.

B ut these pravias studies have aasidered ampete infomatian franenorks so thatt
strikes, whidh weste industry resourcss, cannotcaour atecpi ibrium ! So, we gp beyad
the amalysis agRared in Jaes ((989) and Canlin and Furusana Q0100 ) by devekping a
maodel that ensble us O inestigate in presence of strategc unian delcatian hovwv private
infomatian aRects the wace el and the exdancy ks die to the strike activity/?

P redsely, we develyp a madel adhvnwege determinatian in whidh bath the union and the
- 1 hae private infomatian - Fist, the unian dhoocsss whetherto use surpbls-maximizing
delpies ar o use Wwacpimaxdimizing delecates (Gudn as saniar unian mambers) who willl
negotiate the wage with the emplbyer- Secad, the wage bargaining acaus - T o desaibe
the wage bargaining procsss, we adot R wbirstans ( 982) allermating-cRar bargaining
madel with thosidad inaompete infamatian, which allons the aoounance of strikes at
equi ibrium _ Finally, the  m dhocsss its autput el 1o be produced.-

A sabaedmakwe staasiderthe ampEete information situation and weshovthat,
te wedker the unian is, the mare likely the unian will dhoose 1o sed waegemaxdmizing
delcpies - T he ddce ohnwegemaxdmizing delecates alnays inareese thewvage bheland de-
aessss the production autput @Gnd theempbymeanit evel) s well s the aansumersuplus -

1Strikes data seem to have a significant impact on the wage-employment relationship for collective

negotiations (see e.g. Kennan and Wilson, 1989).
2See Kennan and Wilson (1989, 1993) for surveys of bargaining models with private information and

their relation to strike data. See Kennan (1986) for a survey of the empirical results on strike activity.



0 neethe nagotiatars have privatie infomatian, the compete infamatian resulits are notal
ways \ald. Foreampk, itmigitbe that the wage autcome in Gese afsurplLs-maxdimizing
deleoaiss is greaier then the wage autacome in Gse ohwagemadamizing delbcates - H o
e, ifitis amammaly knoan thatunian is strager then the ™M ad the Ebardamnad
is quite ekstic, then we reoer the ampete infomatian result, namely that the wage
autoome in cese of sup Ls-maximizing delecates is alnays strictly smaller then the wage
autcome in Gee ohwagemaxdmizing delecates -

Finally, we show that the strike adtivity is greatier whernever the unian dnooses Wece-
maximizing deleoates insteed of sup lLs-maximizing delecates - W e provide the necessary
and sut=dat aondiian sudh that, even in presence of privale infomatian, itis alhays
gotimal for the unian o dhoose wagemaximizing delecaies - W e nd that the stiategc
delecatian ean inareese auite substantially the erdacy bss due O the stiike activity.

T he paper is aganized as TOllons - 1N Sectian 2 the madel is presanted. Sectian 3
desaibes the wage bargeining gamne and dndce of delacates under aamplete informatian -
Sectian4 is devoted tothewece barcganingwirth private informatian - Section 5 Gears same
predictias regading the actual strike duration and theet-dency bess inauned durngwece
negotiatias - Finally, Sectian 6 aondludes .-

2 The Basic Model

Casider a market fora singke hanagenaus product, where the damarnd is gven by P =
ajbd®-c,P is e marketprics, Q is the quantity praducesd, aad c> ( - T hereis ae
~m produdng the goad.- L et § danote the pro tleel. T he anly \ariabke inputis Boar.
T edndlogy edibits aastantretunrs toscak and is nomalized insudh avaey thatQ =1L,
wharel is Boarinput, ad the unitproduction astofeech m is thewageW - T hus,
thepro tofeedh mis gven by
s =@ibQ)Q §W Q- O
T he m belogs toad is aatrolked by ane risksneutral onnerwhose dojectinve is tomax-
imize pro ts. In additian, the m is unianized, and eters into a dossedshgp agreamait
with its risksneutral unian . T he unian dojective is 1O maxdmize the unian suplLs:
U=L @ i) )

wharell s the resenation wace. T he wage rate is determiined by negptiatias betineen
te m adtheunion delbatss - P reeding the negotiatians, the unian may aRectthe ne-
gotiation autoome by selecting delegates Whose dojective is ether tomaxdmize the unians
surplLs arto maximize the wace rate-



W e deelp a threestege game. In stage ane, the surplus-maximizing unian dhocses
whethar 1o use sumpblLs-maximizing delacates or 1 Lee Wagemaximizing delecates Gudh
a5 saniar unicn membears) who wi ll negotiatie the wage with the enpbyer- T he dojective
ofawagemaxdmizing delecate is SimplyV =W § W - In stage tho, the wace bargraining
oaurs - Finally, in stece thiree the enploardhocsss the autput el . T he madel is sobhved
bedanarcs -

In the bst stege of the gane, knoning thatt the wage el ( ) hes alieedy ben
detemined, the enpbyerdooses
ajl =«
¢+cp
O maximize its pro . In stace tho, the negotiation EBlkes plae. WV e Istaasider the
ampkte infamatian bargeining as abendmari<.

QU D= €))

3 The Wage Bargaining with Complete Information

First, we asiderthe e in whidh the unian sads surplLs-maxdimizing delecates Whose
interestis the same a6 the NN’ dojective. T he Nnegotiation procsscs as INR WoirstEns
(982) altermating-cRer bargainingmadel. T he i and the unian delecates make allier=
ratively wege aears, with the m making aears in adcHumberad periacs and the unian
delcaie malkdiing aears in everHumbered pexviacs - T he bBigth of eedh periad is¢ - T he
negotiatian starts in periad (0 and ends when ane of the negotiatars acopts an G-l o
Imitis plced an the time that may be eqpaded in bargaining and papetual disagree-
matis a passibke automne- T he unian is assumed 1o be an strike in every periad until
an ageamattis reedhed - B ath the m and the unian are assumed to be impatiat_ T he
~ 1 and the unian delecaie have time preferancss with arstantdiscountrates 1 > (| ad
K, > 0, respectively?

T o cgpture the natian thatt the time it Bkes 1© ame 1 ms is snall relEtive 1o
the bgth of the aotract, we assume that the time betinean periack is very small. T his
allons astudy of the Emiting situatians in whidh the bargaining procedure is essantially
symmetric and the potatial asts of delaying ageanait by ae periad can be regarded

3Two versions of Rubinstein alternating-offer bargaining model capture different motives that induce

parties to reach an agreement rather than to insist indefinitely on incompatible demands. In a first version
the parties’ incentive to agree lies in the fact that they are impatient : player i is indifferent between
receiving x - exp(—7; - A) today and z tomorrow, where r; > 0 is player ¢’s discount rate. In a second
version the parties are not impatient but they face a risk that if agreement is delayed then the opportunity
they hope to exploit jointly may be lost : player ¢ believes that at the end of each bargaining period there
is a positive probability 1 — exp(—r;A) that the process will break down, r; > 0. So, r; can be interpreted

either as player ¢’s discount rate or as his estimate about the probability of a breakdown of the negotiations.



as ngiigbE. A s the internal betnean cRars and caunierciass is shart and shiinks 1o
zaxo, the allermating aRermadel hes aunigue Emirting subgame perfecteci ibrium, whidh
goprodmates thell ash bargaining solution o the bargaining prcdblEem GeeB imMmiare etal,
1986).T hus the predicted wece is gven by

h i, h i,

WP —agmax U §U° €580 @
whare tre bnarsaipt 5" mears that wage bargaining is betnean the ™ ad sumplbs-
maximizing unian delecates, andwhareU © =) and 1° =0 are, respectively, the disagree-
mant paycss of the unian delbecate and the . T he parameter® 2 (¢ ;1 )is the unian
barganing ponerwhidh isecpalio#j” -Simple amputatian g\es s

I c T
@+ od+r o@D ©
0 bviasly, the wace is inaessing with the reservatian wace W, with the unian bargein-
ing poner ® , and with the paramneter c. T hen, ae an essily dotain the equilibrium
enpbymait bel

__ C __ __
W SPE =iy O @il D)= +

3 -1

L*_'1+ci®c e

TG 2 ©

a8 well s the uNian's payaPad the 'S pro t wiidn aredaotied U @) ad 12 @)D,
and are gven by

i ®cTl+ @ §e)CEh

Us@ = ¢ ¢+ cSyb aiV ’ @
. T+ €0 7 ¢

ey = SIS gy T S ®

+ ' b
Seaod, we arsider the Gse in hidh the unian sends waegemaxdamizing delecates -
T hen, the predicied wege is gvan by
h i, h i,

WP =agmax V V0@l il ()
whare the lnwarsaript "W' mears that wage bagaining is betnean e m and wage-
maximizingunian delbgates, andwhareV © =0 and 1° =0 are, respectively, the disagree-
mant payc&s of the unian delbgatle aad the M T he parameter® 2 ¢ ;1) is still the
unian bargaining ponervwhidh is eq,alioru’:ﬁrf 4 Simple computatian gves Us
C — CcK —

—— @il D

@il D=Ww
Tt is assumed that all union members have the same discount rate. The workers only differ with respect

WEPE =W+ 00— +
w 1 §0+ cC +orn+crn

to their seniority within the firm (senior workers who are almost insulated from the threat of job loss) or
if they are union delegates who are protected by law from being dismissed. So, the choice of the union is
either to send a negotiator who will represent the entire workforce or to send a senior worker (or a union
delegate). Involuntary lay-offs are typically done by inverse seniority within the plant or firm, the so called
last in, first out (see Carruth and Oswald, 1989).



A cgin, the wace is inareesing with the reseration wage W, with the unian bargeining
poner® , and with the paraneter-c. T hen, ane Gan essi ly dotain the equi ibrium employ~
mant el

L * = &3a-w_’b% (D)
"7 ¢ie+ob 7" ’
& Well s the unians payad®ad e M3 pro t whidharedenoled U @) ad 15 @),

and are gven by

ey = _0c T @iey ~h i

Vi@ = =5 c dTer9p 2T @
- _ = ’;%

BO = s ail S '

Fran 6), @), (0)ad (3)wedniasly gettratll 5PF > W 5PE gd 1:@)> 1% @)-
A natural questian o ask at this pdntis whether unian delscatian reducss arsumer
surpls arscdalweliere W edaoie by CS the aasumersupls. Itis equal O

c 1+cj®c,.

=Q+c)®)l"~ +oy @ri) “
o the Gse in whidh the unian sends surplbs-maximizing delbecates, ad itis eoual 1o

CSs

c T 150 __
= T oo @il ) a5
(+o® 'if*c
o the a2 in Whidh the unian sends wagemaximizing delecates - Camparing both e«
pressias yieks that the aasumer supls is alnays lonerwhen the unian sends waege-
maximizing delecaies ratherthen surplls-maxdimizing delecates -
Inthe rststage ofthe game, the unian dhoosss hether to use surpLs-maxdmizing del-
ecaies onwege maximizing delegates to negotiate the wace with the employer-. Camparing
Mwith ( 2)we dotain the olloning propasiian -

CSy

P rpasiian! T he unian will send wage-maxdimizing celbecpties ifand anly if
(+F?Ci®. i+ '+ cidcx

Prpaitian ! &l s that: () Torany gvan unian bargaining poner® 2 (1), the
mare inekstic the productdemand is @ e- cis big), the mare ikely the union will dhosse
10 sad wagemaxdimizing delecates ; (1) Tor any gven degree of ebstid ty of the damand,
the wedker the unian is @ e- ® is smalD), the mae likely the unian will doose o sad
wacpmaxdimizing delbecates - Indeed, as ¢ inaessss the mare inekestic the product and
Bbardanands beaome, and soeven stragunias aremaee ikely tosand wagemaximizing



delpiss - 1N ceee the praductdemand s inear;, c=1 , the unianwi lldhoosse tosard wage-
madmizing delbcpates ifand anly if8 € § @) . @ i @) -T hatis, the unian will docse ©
sad waegpmaxdimizing delegates ifand anly ifthe unian bargaining poner-is Iss arequal
ten®* " /. So, ifthe unian is reltively Not oo strag, then the unian will delecate
the negotiatian tesk tovwage- maximizing delecates - T his resulitachvocaties thatcarewillbe
nesdd in the intEarpretation of econanetric estimates of trade unias dojectives dae in
the pastsince these estimates did notdistinguish betinean the dojective of the tradke unian
and the dbjective of the union delegate who actually negotiated . Fareample, D ertourzcs
and P axaels (981) aignal analysis of the Intermatiaal T ypagephial U nian (TU )
o the years 1946 101965 was 1o disaiminate betnean popular allermative hypotheses
abautuniaon dojectives - T he resullis they dotained suppart aasiderabe diversity in unian
dojectives amag ITU  bbak- In regads with aur analysis, their aandusian shauld be
taen cautiasly. Indssd, itauld heve been that 1T U Ibcak hed the same dojective butt
dadded to sad delegates Who hed di®srant dojectives -

H anever; bath the ssymmetricll ash barganing soluitian and the R ubinstian's madel
predict etxdant autcones of the bargaining proess (in partiauler agreamantis reeded
immediately)-T his is notthe Gese aaewe inttaduce inaomp Ete infomatian into thewace
barganing, inwhidh the  istrouncs of negotiatian are usad Tarinfomatian trarsmissian
betnean the tho negotiators -

4 The Wage Bargaining with Private Information

T he main feature of the negotiatian is that both negotiators have private infomatian.-
Eadh negotiator doss not know the impatience (Or discount rate) of the other party. 1t
is camman knonkedce that the ” 'S discaunt rate is induded in the set [ ;11 ] where
0 < ¥ - r,adtatthe uians discount rake is induded in the set [ ;1. ] where
0< ¥ - r _Thesypasaipts "1"" ad "P " idantify the mastimpatient and mcst patient
Bpes, rIespectively T he Bpes are indgorendantly drann fiam the set[r} ;1 Jaccading

the prdocbi ity distributian p;, Tori =u,foW ealloviorgneral distributias overdiscount
rates. T his hncenairﬂ;l/imples bcu‘ﬁb cn1hls_llncn bargeining ponerahidh are denoted

bye =1 G+ ¥ adv=rer
L emmal Casidcertewsase arganingwith inampkete infomatiaon inwnidh e distrib-
utians py and p, are aamman knoarMeoe, andin whidh the periad Engh shrinks toza1o. For
any parectB ayesian eguilibria @ B E), e payo® of e unian kelongs © [U * @ XU * @)
and te ppyo®ofte  1m kebngs ©[¥* @) ** @)L

5See Pencavel (1991) for a survey of the empirical results on trade union objectives.




T his lBnma dllons from W atsan’s (998) analysis of R ubirsteins altermating-oRer
bargeining madel with tnosided incomplete informatian L emmal is notadirectaool-
by oW atsan (998) T hearan | because W atson'’s wark foasss an inear prelerencss,
but the analysis can be madi ed 1o hande the presait ase- T rarslting W atsan (998)
T hearam 2 © aur framenork amp Etss the daradterization of the P B E payo®s.-

L emma2 Casicerte wage barcainingwith inampkete infomatian in which te periad
Engh shrinks © zer0. Forawy ® 2 [UX@XU @D § 2 [:7 @) i @] ter edss
dstributias p, andpy, axdaPB E such tette PBE payos are § and § -

In atherwards, whether arnotall paycss within the interakbk gven inl anmal are
passibe dgpats an the distributias oertpes-A sW atsan (998)stated, L enmal ad
L emma 2 esteblish that " eaedh playarwill be no worse than he wauld be in eguilibrium
ifitware anman knonkedce that he were his sst patiant type and the qopaattware
his most patiat tpe- Furthermare, eadh playerwill be no betier than he wauld be in
e ibrium with the rdkss revarsed " Han L enmal we hae thattheP B E wage autcone
in Gase of the unian dnoosss 1 send sup s maxdmizing delecates, W @ ;8), sais es the
lloning inequalities:

R e e DR LR e LB

\ otice that eech wace satisk/ing these baunds can be the autoome by dhocsing gopropri-
aiely the distribution oer types. T he Toner (Upper) baurd is the wage autcome of the
aompkEte infmatian gane, When itis aamman knoredce that the unians tpeis 1
@Dad e S tpeis i () @ the urian bargsiningpaneris @ @)- Bpressian
(6)implies bauck an e 'S anpbymait bel, as well ss an the 'S autput, at
eoui ibrium - In Gee of the unian dhoosss 1 send Wagemaxdmizing delegaies, e PB E
wege autaame, W F @ ;8), satis es the Tolloning inequalities:
W+ cr
(¢+or+c
W ith conpkte infaomatian, the dxdae ofwagemaximizing delecates alnays inaeese
the wage el ad deaessss the praductian autput @d the enpbyment bBel) as well
SWatson (1998) characterized the set of PBE payoffs which may arise in Rubinstein’s alternating-offer

crl
+
¢+orf+c

|%D(aiW_)-WJé@@)-W_ r%(aiW_)- a

bargaining game and constructed bounds (which are met) on the agreements that may be made. The
bounds and the PBE payoffs set are determined by the range of incomplete information and are easy to
compute because they correspond to the SPE payoffs of two bargaining games of complete information.
These two games are defined by matching one player’s most impatient type with the opponent’s most

patient type.



as the casumersumpls .. B utwhen the playars passess private infamatian, the ampkete
infomatian resulis are notalnays \alid - T he necesssary and sut=dentaondition to reoer
the ampkte infomatian resulit that the wage autcome in Gse of surppllsmaxdmizing
delpiss is alnays strictly smaller then the wage autaome in Geee of wagpmaxdmizing
© e i+ vy
iRt n

i frﬁr} ifl’llfl’f) £ 8
T his aaditian is satis ed the smalker the anaunt of private infomation P j @ jad the
parameter c are. So, the mae ebstic the praduct danad is the mae likely the wage
autoomein Gse ohnwage-maxdmizing delacates wi ll be hidherthan thevwage autcomein ceee
ofsurpbLs-maximizingdelcates evan in presace ofinaompeteinfomatian - T heaadiian
(8)anberamittenas® ( + ©)> B( @+ O)-H encg, ifitis anmanly knoan thattunian
isstoagertentte ™ Q . 5)ad the Bbardanad is qute ebstic € - 1), tenwe
ot SR> W/ @®)CSy@;®8)X CS;@;®)adl {,@;®)< L @;®)-T heintuitian
behind this resultis the Tolloning ae. Fistly, inaampEete infomatian in the model takes
iNnto accout o man Eaturss. The  istae is the anaunt of private infrmatian in
passessian of the plyers.- B y the amaunt of private infomatian we mean the size of the
setin whidh plaer’s discount rate is aattained and whidh is aamman knoaredoe betinean
the pbhears_T he saaod aeis the uncartainty sbautwho is the mare patientplbyer; i e-
who is the stager plyer. W hen itis aamman knonedoe that the unian is strager,
this sacod feature disgppears, ad infomatian tends 1o ply a ks audal ok in the
praess of the negotiatian betnean the M ad the uniaon delbecatss . Seaadly, if the
ebstiaty of product and Boar danands is hidh, awace inaeese willimply asigi aait
dp in enpbymatt kel ad, haae, itwill refrain surpbs-maximizing delbegates fran
demanding hidh wages- T harelare, we remwer the aboe ampkete infomatian resullts
axe itis ammman knonrkedce that the unianis strager then e ™ and the estiaty of
productand Ebordemands is high enaudh - T he nextpropasiian summarizes this resullt.

C<

P rpasitian 2 I Fitis ammanly knoan tette unicnissttongertente m Q@ %)
and te HordamadisquteebsticC - 1), tenWl J@;®)> W J@;8)-

0 bviasly, fron L enmal adl enma? inetdattautoones are passibke, even as the
periad lagth shrinks tozero. |net-dacy can caaurin twoways - First, plyers migitagee
1o throvanay same of the resaurce overvnidh they are bargeining, even when egreamant
is reeded withaut delay- Seaad, the negotiatian may involve aasiderabe delby, een it
the eventual ageanattis etdattan its oan. W hile the sape of passibk inetdanoy is
dearffan L enmal adl anma2, whatis notso daas is the potential for deby. In
=t thewage bargaining game may involve delay Grikes ar lodeauts), butnotperpetual

8



dissgeameant;, ateqpi ibrium - Indeed, W atsan (998 ) hes aarstructed abaund an deley in
eopi ibrium vwhich shons thatan ageanattis reedhed in - nite ime and that delay time
equak zaro as inampkete informatian venishes -

5 The Strike Activity

In the erature an strikes [see eg- Chaung and D addsan (991), Kearen and W iban
(989, 1993)] three d®&rant messures of strike activity are usually pragposad: the strike
inddance, the strike duratian, and the number ofwark days kst due 1o work stoppagss -
Sine we allowv or gaaral distributias oer pes and we may encaunter a multipidty
ofP B E, we are unebke 1o aampute messures of strike activity as the aes justmantianad.-
In aderto ampute an expected strike duratian aewauld nesd O X same parameters
of the madel sudh as the distributian over types butitwould imply a substatial kss of
gadity. | eertheless, we prgpcse o idantify the strike activity Glikes or bbd<auts)
with the potattial inetdaxy in reeding awege ageamant. Follboaing W atsan 998)
T heoram 3, the lteris the di®arence betnwean the ypperbaund and loaerbaund an the
bargaining autoome, the lgeris the potatial inetdacy Tor dotaining an ageamant
ad the lageris the passibi ity of delay in reediing an ageament. T harefare, the strike
activity is gven by the di®rancae betinean the upper baad and the lonerbaund an the
wace autcone ad it can be intepreted as an indicator of bath the el of potatial
ine-daoy ad the strike duratian”

W hen the unian dhaoses suplLsmaximizing delecaies 1o barcain the wege with the
~1m, the stiike activity is gvan by the olloning epressian.

uc'ﬂs s
= = @i®) [+ ¢ ajW ((*))
h i
i i M Ts -
= £ of i -
Foenoner lrc obt ¢

T herefore, &, is aninaessing (Ceaessing)functian of v, @), is adeaessing (naessing)
fndion of ¥ (@), ad is deaessing with the resenation wage W - W e doserve abo
that the stiike activity is dearessing with the degree of elsstidty of the product demand:
9% > () _T hatis, the mare inelestic the demand is the more stiikes will coour

W henthe unian dhoosss wagemaximizing delbecates tobarcain tevnwagewith the m,

"Our measure of strike activity gives the scope each player has for screening his opponent by making

wage proposals satisfying the expressions (16) or (17), and hence, for delaying the wage agreement. Only

in average this measure is a good proxy of actual strike duration.



the strike activity is gven by the Tolloning expressian.
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A gain, &, is an inaessing (eaessing) functian of v, @), is a decressing (Inaressing)
fndtion of ¥ (1), ad is deaessing with the reservation vwage Il - B ut now the strike
activity might be deaessing aor inaeesing with the degree of elbstidty of the product
danad. P redsely, the stiike activity is deaessing with the degree of ebstiaty of the
procuctdemand, 2= > 0, ifand ol if € + S 1, > 1. So, we ean state te
Alloning resuls: @) ifitis conman knonedcee that the i@ is wesker then e MM
then 22 > | ; @) ifitis aomman knonkoge thatthe Tmis L fimes wesker then
ﬁeuimﬁm%ﬁ < 0.

Ham both eressias of stiike activity we dosere that, Tar anly gven amaunt of
private infomatian F j @ j the sttager the unian migitbe (e- the bigger ® is) the
geater the stiike activity will be_ T his resulltis an med by T racy (986) empirical
study of the determinants of U S - Ebar disputes - H e Toud that the hider the unian
ek ke (Wnidhis aproxy Torthe unian bargaining ponen) is, the mare ikely strikes
will ccurad st il asower;, amparing the eressias (9)ad QL ) we ean state the
lloning prapcsitian -

P rpasition 3 T ke strike actiMty is geatervinenever the unian dhaosss wage-mandmizing
celpies instead of surpls-maxdimizing celbecpies - T hettis, &, > &5 .

W hether strateg c unian delecatian will inaeese ar deareese the strike ectivity is not
dovias at rstsigit. T he wage dojective of surpls-maximizing delecates (Who do care
abaut autput bekb) is not cear-aut as itis Tor the wage dojective of wagemaxdmizing
delbecates (Who do not care ebaut 'S autpu). H ence, suplusmaximizing delecates
have mae sape 1o hice tdartpe, whidh is private infomatian, in aderto try to reech
amare faaosbE auttome. A s acasaguae, e m whostill daims lonerwagess may
nesd mare time, during the negotiatian, o saesan the utnNian's pewhen bargaining caours
with surpbLs-maximizing delecaies rather than with wegemaxdmizing delegaties - B utthis
eRectis in fctdaminated by the aaf ict ofinterestwhidh is sosttag betneen e m
and the wagpmaximizing delegates and whidh inducss the wagpmaximizing delecates 1o
ancce mare sy then surmpls-maxdmizing delecates do-

Ham P ripasitian 3 we know that if the unian dhooses 1 send wagemaxdmizing del-
agiss then the strike adtivity is gdng O inaesse- | ovwe tum 1o investigate whether

10



and when itis gotimal 1o delecaie Tor the unian- T he neacsssary and suetEdantaadiian
sudh thatitis alnays gotimal Tor the unian 1o docse wegemaxdamizing deleoaies is
8c 0 €i®) - ®c* 1+ i®)c
1 j®+c (C i®+JSb = 1+cC ( + S¥b
T ae the s ofa ineer-damand (cis equal 1ol )-T hen, the eaboe aaditian becones:
8Ci®) TRi®
ei®y = 8
FHan Q4)we an make the llbning tho remarks - First, ifitis aaonmanly knoan thatthe
uiianis vweslertenthe m (.8 - )and theunianis nottoovesk Ge-@ _ 2)then
itis gotimal Tor the unian o send wagemaximizing delbegates - Seaad, ifitis ammmanly
knonn tette unian isstagertten te M Ge- @ _ %)endmeuicn is ot o
stag (e-® - é—g)menitis gotimal Tor the unian 1o sad wagemaximizing delecptes -
Finally, notice that the inaeese in stiike aclivity due 10 strategc delecatian may be far
fran being nedigble. Fareampke, if® = 1 and® = 2 then alloning striategic unian
delecatian willl inareese at equi ibrium the strike activity by 66% - BEven mare, if@ = %
ad® =§—g then strateg c unian delecatian willinareese the strike activity by 100 % _A sa
messure of the et-dacy ks due 1o strateg ¢ delecatian wWe prapcese the ratio betneen the
strike activity N Gase the unian dhooses wagemaximizing delecates and the strike activity
iNn e the unian doosss supbLsmaxdimizing delecales,

@3

Q4

a + C

a (¢ i‘®’+QC)gi®+ 9 €
T his ratio is banokdebo,eby(%cf ad bebwby ! @r. Prgpaitian 3)- So, by
g\ving the gotian O the unian  delecate, the strike activity and the inetdancy bss can
incresse aosidarably. Indeed, the stiike activity with Wwage maximizing delecgtes can be
up mg};@; times the strike activity with surplLs-maximizing delecates with ** small - For
eampk, ifthe demard is inear €= 1) then this ratio will be dose © 4 Which is not

regiigible.

6 Conclusion

W e hae daveloped a madel of wege determinatian with private infamatian, in whidh
the unian hes the gotian 1o delcaie the Wege bartaining to dther surppllbs-maxdmizing
delcpies artowvwage maxdmizing delbegates Gudh as ssmiarunianmembers). W ehaveshonn
that the strike ectivity is geaterwhenevar the unian dnooses wagemaximizing delecaies
insteed of surpls-maximizing delecates. W e have abo determined when it is alnays
gotimal for the unian to doose wagemaximizing delbecates and we hae found tat the
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etdaxy ks due tostrategc delecatian can be impartanit. Fran apolicy perspective aur
analysis quesstias Whetherae shauld alloviorstrateg cdelecation (foreample, by means
of bws protecting unian delacates fram being dismissed). FHom a researdh parspective
auranalysis auesstias theaetical resulis dotained under complete infomatian as well ss
anpirical studies of the trade unian dojectives -4 direction Tor future researdh is o test
empirically the rebance of strategc unian delegatian and o oeraome tre idati catian
prablEm with respect 1o the trade unian dojective and the negotiator dojective -
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