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Between trust and control
— company-level bargaining on flexible working hoursn the Danish and German metal
industries
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Abstract

Denmark is often highlighted as a good examplegdémised decentralisation in which employee
bargaining power remains comparatively strong. Hegre comparative analysis of the Danish
case rarely reflects how the social contracts betwmanagement and workers’ representatives
contribute to the bargaining outcome at compangllddrawing on 10 case studies in the German
and Danish metal industries carried out in 2003s thrticle argues that the social contracts at the
Danish case companies allow a more efficient usmoipany-level agreements on flexible working
hours than the social contracts at the German casepanies.
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Introduction

Denmark is often mentioned as the prime examptegdnised decentralisatiobecause of its ex-
ceptionally high union density, high coverage dfestiive agreements and broad presence of work-
ers’ representatives (Traxler, 1995). This leavasiEh employees with a comparatively strong
bargaining power at company level. However, conmpagatudies of organised decentralisation in
Denmark and other European countries rarely togpcim the importance of theocial contracbe-
tween employers and workers’ representatives apaomlevel. By social contract we here refer to
the relationship between the bargaining partiestarnehether this relationship can be said to be
characterised by trust/consensus or by distrudticofWalton et al., 19943.This is in spite of the
fact that several studies suggest that social aotstiat Danish companies form a special case of
high mutual trust (Due et al., 1994; Campbell t2006).

This article addresses how the social contractaai€h companies con-
tributes to the efficiency of collective bargaining comparing company-level agreements on flexi-
ble working hours in Denmark and Germany. Collectiargaining on working hours has to a wide
extent been decentralised in both countries, ati@ytonost sector-level agreements contain opening
clauses that leave room for the negotiation ofmlver of flexible working time arrangements at
company level. As in Denmark this process has imfaay been characterised asoaganised
decentralisationbecause union densities, the coverage of calleereements and the presence of
workers’ representatives remain relatively highisTik in contrast to countries like the UK and the
US, where the decentralisation process has beemaenied by a drop in union densities and the
coverage of collective agreements and accordingdytdeen characterised adisorganised decen-
tralisation (Traxler, 1995). However, the processes of orgahdecentralisation in Denmark and

Germany also contain important differences. Actualspecific Danish and a specific German ver-

! In this context the term trust refers to what Laimm has defined as systemic trust, the generalitrpgople and
institutions in the society, which differs from thersonal trust constituted between two individuaisl which primari-
ly has an emotional character (Luhmann, 1989).



sion have been described in the literature dukddéct that the social contract at sector levsl ha
been more consent-oriented in Denmark than in Geyrdaring the decentralisation process.

Danish researchers have characterised the dedsatial process in the Danish col-
lective bargaining system asentralised centralisatioto emphasise that not only the bargaining
power but also the consent-oriented bargaininguceikare reproduced when bargaining competen-
cies are delegated from the sector-level to thepamy level (Due et al., 1994). Workers’ repre-
sentatives (Danish shop stewards) are widespre2drash companies, which suggests that most
employees have a solid platform for company-lewaeghining. This minimises the trade unions’
fear that decentralisation of bargaining competson, for instance, flexible working hours will
result in a deregulation of working hours.

In the German context the conceptohtrolled decentralisatiohas been used to un-
derline that the social partners at sector leva@g€eially the trade unions) have been cautioustabou
giving up control when delegating bargaining corepetes (Schulten, 2005). Due to declining un-
ion densities and a diminishing number of workeegresentatives (German works councils) the
trade unions cannot be sure that a high bargapauger on the side of the employees can be estab-
lished at company level, and they therefore fear decentralisation will lower standards for the
employee$.

The present article argues that this differenddénsocial contracts at sector level is
reflected in the social contracts at company leaed| that it contributes to different outcomes of
company-level bargaining on flexible working hoursother words it argues that the social con-
tracts at the Danish companies are more consesmited and allow a more efficient use of compa-
ny-level agreements on flexible working hours thi@ social contracts at the German companies.

In this context, the term efficiency will refer tioe number of bargaining outcomes on flexible

2 Workers' representatives with (certain) bargainiognpetencies are elected differently in Denmark@armany.
Danish shop stewards (tillidsrepreesentanter) aetedd among trade union representatives only. Bjrast German
works councils (Betriebsrate) can be elected anadirgmployees and do not necessarily belong tadetunion.



working hours that hold advantages for both managerand employees, i.e. win-win bargaining
outcomes. The article is based on 10 case studibe iDanish and German metal industries, where
decentralisation of collective bargaining on fldgilworking hours has been trendsetting for the rest
of the labour market in both countries. It examihew company-level agreements on flexible
working hours are negotiated and implemented, dheeaf the social contracts in that process and
the bargaining outcomes (content and effects oatfireements). To limit the scope of analysis, the
case studies focus on flexible working hours imtepf variations in the distribution of working
hours, i.e. the use of annualised hours (the aclation of hours over longer periods of time to
spend as time off in lieu) and flexitime (the pbd#ly of varying the beginning and end of the
working day) through time accounts, and for futhé employees on open-ended contracts only.
The article is structured as follows. Firstly, ttare concept of the study is outlined in
the sectionrhe social contractSecondlyDecentralisation of collective bargaining on flebab
working hourspresents a short analysis of the decentralisgtiocess regarding working hours in
the Danish and the German metal industry, respagtias well as a short analysis of the general
prevalence and effect of flexible working hourghe two countriesCollective bargaining of flexi-
ble working hours at company level — an analyticaineworkintroduces a general framework for
analysing collective bargaining at company levdijol was used in the selection of cases to focus
attention on social contracts (as described inildatthe Methodssection). The analysis of the cas-
es is presented in two parbéegotiating company-level agreements on flexiblking hours; un-
ion relations and their influence on content ani@ets which focuses on the collective bargaining
of company-level agreements on flexible working ispandmplementing company-level agree-
ments on flexible working hours: employee relatiand their contribution to the effects of the

agreementswhich focuses on the implementation of the agexgmin everyday practice. The



Conclusionsummarises the findings, whereas Ehgcussiorelaborates on their limitations and

provides more general reflections on the conclusion

The social contract

The concept of the social contract was originadiynfulated by philosophers during the Enlighten-
ment who tried to explain social order. In thewithe state of nature of man is a state of ulemat
freedom, but he/she chooses (voluntarily) to livagreement with social contractin society,
because the state of nature causes severe propeiises, 1991; Locke, 1980). The concept has
been applied to industrial relations theory in ordecapture the relationship between the actors
involved in collective bargaining, which may hawry different qualities. The concept has particu-
larly been applied and further developed within Aicen literature on industrial relations, most
prominently in the boolstrategic Negotiationby Walton, Cutcher-Gerschenfeld and McKersie
(1994), which addresses the changes in collectivgdining in the United States during thd'20
century. Like it was the case for the philosoplwgrthe Enlightenment, the social contract is here
understood as a result of choice, more precisefyrasult of management’s strategic choices, to
which workers’ representatives and employees rekpbime social contract refers to the shared un-
derstanding of the labour-management relatiorddresses the fundamental “rules of the game”,
including roles, rights and mutual obligations thave developed during collective bargaining and
will frame future collective bargaining processég(ton et al., 1994, 3-11). Although the concept
puts an emphasis on choice, it also emphasisetistraints of the structure created. The social
contract might not be in accordance with all managerolved in collective bargaining, but all of
them (including those who disapprove) need to askedge the rules of the game if they want to
reach bargaining results. Similar to Gidden’s sgtiththeory ofstructuration(Giddens, 1984), the

notion of the social contract is conceptualisethasitating and constraining at the same times It



also perceived as a dynamic phenomenon, one thgprigduced in everyday bargaining processes
and therefore constantly exposed to possible change

Walton, Cutcher-Gerschenfeld and McKersie (1994uarthat company-level bar-
gaining is more than just collective agreementsgBiaing should be conceptualised more broadly
and include all negotiations at company level. Tigepntify two different levels of negotiations,
and thereby social contracts, at companies: litutishal-Level negotiations, which draw on man-
agement’ainion relationsand 2. Individual-Level negotiations which drawmanagement'sm-
ployee relationgWalton et al., 1994, 3-11). Employee relationgehalso been described in some
labour market research as they/chological contractout we shall here remain within the frame-
work of the social contract in order to underlihe fundamental social character of not only union
relations, but also employee relations (Roussedurgariwala, 1998; Rousseau and Schalk, 2000).
In the Danish and German contextsjon relationswill, unlike in the US, where single-employer
bargaining predominates, often refer to both sdetiel and company-level bargaining. As sector-
level bargaining is not the focus of this arti¢lee concept of union relations will be applied otdy
company-level relations; union relations will inglsense refer to bargaining relations between
management and workers” representatives (shoprsiewaworks councils), while employee rela-
tions will apply to the bargaining relations in eyday practice between management and employ-
ees (including the implementation of company-lagieements).

In what way does the social contract vary and wdoat it mean? In their early work

A Behavioral Theory of Labor Negotiatio(l965), Walton and McKersie differentiate between
two types of collective bargaininotegrativeanddistributivebargaining. They use these concepts
to distinguish between collective bargaining tmapioves conditions for both management and
employees (“win-win” bargaining outcomes) and aottile bargaining that improve conditions for

either management or employees at the others exgams-lose” bargaining outcomes). In their



later work Walton and McKersie take this argumenmg step further and describe how not only un-
ion relations but also employee relations can aopg these lines. Union relations can stretch
from cooperation(win-win negotiations) tarm’s-length accommodatiqmwin-lose negotiations) or
even to puravoidancgno negotiations), while employee relations vargnsencommitmen{mu-
tual engagement) armbmpliancgemployees follow management’s orders) (Waltor.etl894, 3-
11). Using these parameters, they document inratigbh empirical analysis how union relations
and employee relations in the American labour ntatkge changed dramatically during thé'20
century and how they vary across sectors (ibid).251

It is the main argument of this article thetion relationsandemployee relations
also vary across countries. More specificallyyguees that union and employee relations vary from
Danish to German companies in the metal industeytduifferent forms of organised decentralisa-
tion (centralised decentralisation vs. controlledehtralisation). The hypothesis is thabperation
andcommitmenareto a larger extent found in the Danish case conggsatfian in the German ones,
and this contributes to more win-win bargainingoomes on flexible working hours for Danish

management and employees than for their Germaeacples.

Decentralisation of collective bargaining on flexike working hours

Flexible working hours — definition, prevalence aftects

Working time has a long history as a core areatiéctive bargaining in the Western world. How-
ever, the focus of the social partners within fla@kl has changed over the years. Whereas the nego-
tiation of the normal working hours (number of wigekorking hours) has always been of concern
to employers’ organisations and trade unions, ¥aettiming of hours at the single workplace did

not become of interest until the last decades®®l century. Here, intensified international com-



petition, new technologies and new work organisetimcreasingly turned employers’ attention to
the introduction of more flexible working hours.\We&vork organisations like team-based work also
increased employees’ interest in working flexibbeits.

Much literature differentiates between three foohsariations in working hours for
full-time workers on open-ended contracts (Seif2®)5; Marginson and Sisson, 2004). Firstly,
variations in thedurationof working hours, the number of hours worked peek/year, which has
the longest history (as mentioned above). Secondlyations in theschedulingof working hours,

i.e. working shifts, nights and weekends, whichngie importance in the 1970s, and thirdly, varia-
tions in thedistribution of working hours over the day, week or year thiotime accounts, which
came about in the 1980s and 1990s. As the foctmsrarticle is on variations in the distributioh
hours (i.e. annualised hours and flexitime), tment#lexible working hours will refer to this form
only. Today, half of German and Danish companid84®f companies in each country) make use
of flexible working hours in the form of flexitim&ccording to the latest Establishment Survey on
Working Time and Work-Life Balance from 2004/206&€dmann, 2006, 4; Bielenski and Ried-
mann, 2006, 58). Nearly half of the companies cedday collective agreements in the German
private sector have closed agreements on flexibl&kinwg hours (flexitime or annualised hours),
whereas this applies for a third of the compamehé Danish private sector covered by the Indus-
trial Agreement (Dribbusch, 2008).

Most companies (and employees) seem to benefit intnoducing flexible working
hours. For example, according to the EstablishrBemtey on Working Time and Work-Life Bal-
ance, many German and Danish managers, when as&atpositive effects of flexitime, report a

better adaptation between working hours and wodda@ad higher job satisfaction among employ-

% The figure for the Danish companies was obtaingihd an interview in June 2005 with a represewtatiom The
Confederation of Danish Industries (DI), which penfied an internal survey on the matter among corepaovered
by the Industrial Agreement in spring 2005. The Blarfigure therefore is only applicable to the istty and not to the
private sector as a whole.



ees (Bielenski and Riedmann, 2006, 62). Howevenesmanagers also report negative effects such
as increased costs or communication problems. Gemagagers in particular experience commu-
nication problems related to variations in workimaurs (16%), and less so Danish managers (5%)

(ibid.).

Flexible working hours in the Danish metal industry
In the Danish metal industry decentralisation ofkirtg hours gained a foothold in the 1990s,
where a number of opening clauses on flexible waykiours were introduced in the Industrial
Agreement. This agreement covers not only the niradaistry but also a number of other manufac-
turing industries represented by The Central Omgian of Industrial Employees in Denmark
(CO-industri) on the employee side and The Conggder of Danish Industry (DI) on the employer
side. The opening clauses introduced had the dearaioption clausesleaving some but limited
scope for collective bargaining of company agredmen flexible working hours between the local
management and the local shop steward (Jacobi, 38636). However, company-level bargaining
on flexible working hours also existed before thieaduction of the first option clause. Indeed,
decentralisation within this area of collectivedmining can be interpreted as a response to earlier
developments at company level, where an increasingper of practices and closet agreements
(i.e. agreements more or less hidden from the sémtel partners) were deviating from the sector-
level agreements.

In 2000, the so-called Pilot Scheme was introdu¢&d opening clause had the char-
acter of docation clauses it allowed more radical deviations from the get#vel agreement
(ibid.). The scheme increased the scope for compeug} bargaining dramatically by allowing

management and shop stewards to ignore up to Fayoters of the sector level agreement, includ-

* According to a representative from CO-industriowtas interviewed in June 2005.
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ing the chapter on working hours, if they could dade company agreements on these issues. In
2004, management and shop stewards no longer Isakoapproval from the sector-level partners
when using the Pilot Scheme. At the same time aomien clause was added to the Industrial
Agreement offering the possibility of concludingéd framework agreements for individual bar-
gaining on working hoursRecent statistics from the social partners shaw4b agreements using
the Pilot Scheme (mostly on working hours), hachbmmncluded by spring 2006, whereas one in
12 companies had concluded framework agreemenisdmidual bargaining by spring 2005. The
high prevalence of agreements on flexible workiogrs in the Danish industry is therefore mainly
ascribable to the use of the older option clauses.

According to a representative from CO-industri, timon accepted this strong decen-
tralisation on working hours through the sectorleagreement, as it proved possible at the same
time to introduce supplementary benefits like latmarket pensions and extra holidays for every-
one covered by the sector-level agreemiéhowever, the primary reason why the union could ap
prove of the decentralisation on working hours escontinuing high bargaining power among
employees at company level. Union density in Deknegaclose to a level where 8 in 10 wage earn-
ers are organised, and 8 in 10 are covered byatiwkeagreements (LO, 2005; DA, 2005). Fur-
thermore, in a recent survey, 77% of companiesreavBy the Industrial Agreement reported hav-
ing one or more shop stewards (llsge, 2008). Eweang small companies (20-49 employees) a

relatively high proportion of 60 % reported havsigpp stewards (ibid.).

Flexible working hours in the German metal industry
As in Denmark, the decentralisation of flexible Wiog hours in the German metal industry was

introduced througloption clauseshat left a certain but limited room for compaey<| bargaining

® Details on the opening clauses in the Danish niedaistry can be found in thedustrial Agreemen2004-2007.
® This statement was made at an interview in Juid&20
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during the 1990s. These clauses were to be usexkfmtiatingvorks agreementdetriebsverein-
barungen) on flexible working hours between thalewrks council and the local management.
And as in Denmark, a location clause was addednarthe turn of the millennium. It was the so-
called Pforzheim Agreement introduced in Baden-Weéimberg in 2004 (which spread quite quick-
ly to the rest of the bargaining regions within éerman metal industry) that allowed the conclu-
sion of deviatinggompany agreemen{&rganzungstarifvertrage), including deviationsatiras-
pects of working time. The Pforzheim Agreement vimsyever, mainly targeted at reducing costs
at company level, for instance, through an incréasiee duration of working hours whilst freezing
or cutting wages. Further, in 2004 the sector-Ipagties of the metal industry in Baden-
Wirttemberg also agreed on removing a demand fererece periods on time accounts from the
sector-level agreement.

Unlike the Danish Pilot Scheme, the use of theZPieim Agreement requires ap-
proval by the regional offices of the trade uniod #he employer’s organisation in the metal indus-
try, The German Metalworkers' Federation (IG M¢gt@ald Gesamtmetall, which also participate in
the bargaining process together with the works citsihFigures from Gesamtmetall show that 281
company agreements had been concluded under thehBifm framework (predominantly on work-
ing hours) by October 2005 (Gesamtmetall, 2005, b9 more recent study, which includes the
year 2006, a larger number is presented. In fagams that 850 agreements were closed under the
Pforzheim agreement in the years 2004-2006 (Haip2®€8, 29). Still, the use of this relatively
new location clause can only offer a limited cdmition to the total number of company-level
agreements on flexible working hours (approximatelg in two companies has one). Most of these
agreements must therefore be expected to be wgrksraents using the possibilities of the option

clauses on working time.

" Details on the opening clauses in the German nedabtry can be found in théanteltarifvertrag1997 and th&a-
rifvertrag zur Anderung der Manteltarifvertrédge uddr Tarifvertrage zur Beschaftigungssicherung &uén-
Wirttemberg005.
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IG Metall has been sceptical towards decentrabisaif working hours and insists on
controlling the use of the Pforzheim Agreementalet, they have in general been reluctant to de-
centralise bargaining competencies. Wages arek@imlithe Danish metal industry) still a matter of
sector-level bargaining, and according to a remitas@e from |G Metall, they have only agreed to
decentralise working hours in order to retain aimum of control over developments at company
level. As in Denmark, deviating practices on wogkiours had spread at company level in the
German metal industry before the introduction aéripg clauses, and there was relatively little the
trade unions could do to avoid tHisn addition, during the 1990s signs of erosiomajoappeared
within the German collective bargaining system ieg\employees with less bargaining power at
company level than before. Union densities, menfiygrates of employer organisations, the cov-
erage of collective agreements as well as the pcesaf works councils were declining (Hassel,
1999). Since German works councils are foundedgislation and not on collective agreements,
as is the case for Danish shop stewards, declumin densities meant that trade unions no longer
had a natural access to the works councils. Tddag,than one in four German wage earners is
organised, and two-thirds and one half of wagee¥arare covered by a collective agreement in
Western and Eastern Germany, respectively. Furtiiby,one in 10 companies in the German pri-
vate sector has works councils. The absence ofsaavkncils is predominantly a phenomenon
among SMEs, while approximately eight out of tengdést companies (200 employees or more) have

a works council (Visser, 2006; Ellguth and Koh&@05; Dribbusch, 2005a).

Collective bargaining of flexible working hours atcompany level — an analytical framework
Comparative studies of collective bargaining onkiray hours at the sector level have suggested

that theinterestin flexible working hours and thegargaining poweinof the employers’ organisations

8 This analysis is based on interviews with represteres from IG Metall in Baden-Wiirttemberg and rikfart and
with a representative from the local office of #raployers’ organisation in Baden-Wirttemberg (Sigtmetall) car-
ried out in May and June 2005.
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and unions are important factors when explainitfigg@inces in the regulation of working hours
(Berg et al., 2004). The decentralisation on waykwours in the Danish and German metal indus-
tries confirms this picture, however, adds to @gbcial contracti.e. the relationship between the
bargaining parties, as a third factor. In Denmagkgocial partners of the metal industry have de-
veloped a consensus on a strong delegation of inargaompetencies to the company level, as
unions trust that the bargaining power of employsésgh in most companies. This has been more
difficult for the social partners of the German atebdustry, as the bargaining power among em-
ployees is decreasing especially at SMEs.

This article argues that these three factors laceimportant when explaining cross
country variation at company level (see Figure [bwg The figure illustrates how the interest, the
bargaining power and the social contract betweemagg@ment and workers’ representa-
tives/employees affect whether a collective agre#roe flexible working hours can be reached

and with what content and effects.

Interest
Bargaining \: Collective agreements on
power / flexible working hours

Social contract

Figure 1: Factors affecting the outcome of collective bargaining on flexible working hours at company level

In Denmark there have been relatively few studiesompany-level agreements on
working hours, whilst such agreements have beejestfo much research (predominantly at larger

companies) in Germany. The German studies docuhmewnfluctuations in demand, the company’s

14



financial situation and the unemployment rate agbuate to whether an interest in flexible working
hours can be established among managers and tileMorks councils (Seifert and Massa-Wirth,
2005). Furthermore, it is emphasised that the psef works councils is crucial for the engage-
ment in and outcome of collective bargaining omifie working hours at company level (Haipeter
and Lehndorff, 2005; Haipeter, 2004). However, ¢hisronly limited knowledge about how social
contracts affect the outcome of company-level bangg on flexible working hours, which is the

focus of this study.

Methods
The article is based on 10 case studies at compaalycarried out in 2005, five in the Danish met-
al industry and five in the German metal indusiiyis design was chosen as it allows for the in-
depth study necessary to grasp the process chaothe social contracts and their impact on the
content and effects of collective agreements. Eseg were selected to focus attention on the influ-
ence of social contracts only (see Figure 1). lyirsases were selected in the same sector and
among companies that had already concluded woregagents or company agreements on flexible
working hours (in the form of variations in thetdisution of hours) in order to include employers
and employees with similar bargaining interestdhBarge enterprises (three Danish; four German)
and SMEs (two Danish; one German) were includdedersample from each country (see Table 1).
Secondly, whereas the Danish cases were selectedafiound the country, the Ger-
man cases were selected in Baden-Wirttembergj@ragth an unemployment rate more or less
similar to that in DenmarkThis made it easier to isolate differences instheial contracts from

differences in the economic contexts (and therefdgrdnces in bargaining interests). Further, Ba-

%In 2004 Baden-Wirttemberg had an unemploymentafa®e9%, whereas the corresponding figure for Datmas
6.4% (Berthold et al., 2005, 34, 63; Statistics Dark at www.dst.dk)

15



den-Wurttemberg has a special role within the Garmatal industry, as collective bargaining in
this region often has a trendsetting characteoftioer regions. This was for instance the case with
the Pforzheim Agreement.

Thirdly, all the companies participating in thedstthad a high presence of workers’
representatives and a high union density — evémeilGerman case — thus enabling a comparison
between companies with similar employee bargaipmgers (see Table 1). The first five compa-
nies, which were included both in an early pilatdstand in the final case study, were contacted
through the relevant trade unions, IG Metall far German case and CO-industri for the Danish
case. Since CO-industri covers a broader rangedoistrial workers than IG Metall, the selection of
Danish companies also included a manufacturing emyputside the metal industry. Contact with
the remaining five companies was established thrdlng networks of the workers” representatives
of the first five companies.

The objective was to interview the leading workeegresentative and his/her coun-
terpart from the management at each company adg aturelevant works/company agreements on
flexible working hours. This approach allowed asctesthe broadest information on collective bar-
gaining of working hours including experiences frbath sides of the table and from all areas of
the company (production, service, administratiaa,)eBesides questions on relevant background
information, interviewees were asked about theohysbf the working time agreements in the com-
pany (when, how and why the agreements were coad)uthe content of the agreements, how the
agreements had been implemented and which effétte agreements they could observe.

In some companies, more than one workers’ repraseatparticipated in the inter-
view (D1, D5). In other case studies it proved isgble to make personal arrangements to meet
the management (DK3, DK5, D5). However, two managesre interviewed over the phone in one

Danish case (DK5). Furthermore, explorative intmg were conducted with representatives from

16



the relevant trade unions and employers’ orgamisatin both countries during the pilot study, after
which the final research design was chosen. Adlrinews took place at the interviewees’ work-
places or as phone interviews (DK3 and DK5) ancewecorded and then transcribed before analy-
sis. Before the cases were compared, the interwathithe managers and the workers’ representa-
tive from each participating company were analyaed pair using two strategies. First, the inter-
views were coded following the questions listedvab&econd, a case story on collective bargain-

ing of flexible working hours was written on theskisaof the interviews.
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Number of

Employees* 20 100 700 400 6000 700 2000 1500 2000 200

Dominant

type of work Service Service Production Production Production Production Prod./Adm. Production Development | Production

Fluctu ation

in demand High High/medium | Medium High High High High High High High

Company -level 1 company 2 works and

agre(_ements on 1 company 2 company 3 company 1 company agreement 2 works 2 company 2 works 1 company 2 company

working time agreement agreements agreements agreement (frame work) agreements agreements agreements agreement agreements

Aims Motivate Avoid hire

of agreements employees, and fire, Reduce Improve Reduce Reduce Reduce Reduce Reduce
Avoid hire formalise improve costs, avoid productivity costs, avoid costs, avoid costs, avoid costs, avoid costs, avoid
and fire flexibility health hire and fire and health hire and fire hire and fire hire and fire hire and fire hire and fire

Lower/upper 5014100

- - . - +

limits on time -189/+195 -200/+250 -150/+250 - 60/+60 (flexitime

accounts 0 /no upper -24/+24 or (flexitime (flexitime (flexitime (flexitime -20/+35 or

(hours) limit No limits -20/+20 0/29 No limits -28/+35) -40/+20) -14/+14) -12/+12) -10/+35)

Main co ntrol . Individual

of time accounts Individual employee/ .

. ice/ employee/ Individual Individual

n servu_:e Individual Individual Individual employee & employee &

production Individual employee & employee & employee/ shop Management/ | Management/ | Management/ | colleagues/ Management/
employee/- colleagues/- colleagues management | stewards management | Management | management | management | management

Union ) 1 shop stew- | 2 shop stew- | 8 shop stew- | 5shop stew- | 70 shop 100% of 60% of works | 80% of works | 70% of works | 100% of

representation ard ards ards ards stewards works council | council council council works council

Member of e m-

ployer’s organi-

sation No Yes Yes Yes Yes Yes Partly Yes Yes Yes

Table 1: Overview of main characteristics of the Danish and German case companies.

* At the site(s), where the company-level agreements on flexible working hours were binding.
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Negotiating company-level agreements on flexible wking hours: union relations and their
influence on content and effects

Working time accounts, and thereby variations edistribution of working hours, were an inte-
grated part of the company-level agreements oniwgikours across all the Danish and German
cases. All the participating companies were stingghith medium or high and, to a large extent,
unpredictable fluctuations in demand, and moshefagreements on flexible working hours were
concluded to avoid firing and short-term hiringeofiployees (see Table 1). Even in the eyes of
management, hiring and firing strategies were iingaht to cope with fluctuations, since this

meant having to dismiss experienced employees @amemand hire inexperienced employees a few
months later. In other words, the introductioniofe accounts (annualised hours and/or flexitime)
through company level agreements seemed to impip-avin situation for both management and
employees, as both groups would gain from agreesribat could increase job security. Often sepa-
rate agreements were concluded for employeeswcseaand production, respectively, since the
fluctuations in demand operated somewhat diffeyantthese two job categories (DK2-3, D1-5).
These general tendencies concerning the conteéhea@greements were not unexpected since they
correspond with a number of other European stuzhesompany-level bargaining on working

hours (Ozaki, 1999; Haipeter and Lehndorff, 200&fe3t and Massa-Wirth, 2005).

The similarities between the Danish and Germanscaeggarding the content of the
agreements were also reflected in the effectseoatfreements. The agreements on working hours
showed positive effects for both management andarmees in almost all the participating compa-
nies, although with a somewhat varying degree tehisity. Often the flexible working hours would
increase productivity, allowing more employeesédired on open-ended contracts or allowing a
reduction of planned firing rounds (DK1-4, D1-4hretimes the introduction of flexible working

hours would even lead to the hiring of new emplsy@?). In some companies other aspects were
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included in the agreements as well, creating coxgdenpromises with a number of different posi-
tive outcomes (D2). The varying intensity of thespiwe effects among the case companies did not,
however, seem to be related to country-specifie#hces in the social contracts. Theon rela-
tionsframing the bargaining process were characterigambbperationin all companies, except for
one German case company (D5), whama’s-length accommodatiatominated the picture. As the
selected companies were chosen only among higgpnised companies with agreements on flexi-
ble working hours, none of the participating comparad union relations that could be character-
ised asavoidance Furthermore, the union relations showed greaigtence in all the case compa-
nies and had changed relatively little over thé 1&sto 15 years.

The highest degree oboperationwas found in one of the larger German companies
(D2). Their history of agreements on flexible wardkihours dated back to the 1990s, when the de-
mand for the company’s products started to decreeskin 1995 the management and works coun-
cil for the first time agreed to introduce fleximMerking hours through time accounts to avoid fir-
ing employees. However, the demand for the comggorgducts continued to decline, and almost
two years later, management informed the works cibthmat the company had to reduce costs if it
was to attract new investments and stay competifisgghe management trusted the works council
and had an excellent channel of communication iithey suggested that they all engage in a se-
ries of brainstorming sessions, where both pacoesd discuss and develop solutions to improve
productivity and avoid firing employees. After sealeounds of negotiations they concluded a very
comprehensive agreement on working time includifgnaother elements that were to be imple-
mented during a five-year period. The agreementresaswed in 2004 and again in 2005, where
the management, the works council and the tradenusxploited the possibilities of the Pforzheim
Agreement recently concluded at sector level. Tptteeycompany agreement comprises annualised

hours, flexitime, longer weekly working hours, jeécurity, vocational training, health schemes,
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pension schemes and profit-sharing. Over timesthad a wide range of effects including in-
creased productivity, the creation of new jobs (25&e employees in 2005 than in 1995) and 50
hours paid vocational training per employee per.yisanany ways the agreement means a win-
win situation for both management and employeessmmst importantly it has had a positive effect
on job security — an aim of both sides of indusftgcording to the management and the works
council, these outcomes are a result of the matusi and open communication between the two
parties. Following the theory of the social contraaion relations in this company can be regarded

as very close to complet®operation

Implementing company-level agreements on flexible evking hours: employee relations and
their contribution to the effects of the agreements
Although the agreements on flexible working hourd their effects on productivity and sav-
ing/creating jobs in the German and Danish casepanies were rather similar, the implementation
and the management of time accounts differed sagmifly across the Danish and German cases.
The administration of flexible working hours wasstiand foremost characterised by managerial
control in the German companies and by employedhsanagement of working hours in the Dan-
ish companies. This was true both for service anduyxtion workers.

In the German cases (D1-5), managerial controlpregominantly practised through
a distinct separation of time accounts for annadlisours and time accounts for flexitime, where
only the latter were managed by employees themsé¢be Table 1). These findings correspond
well with the results of a number of other Germasecstudies on flexible working hours (Haipeter,
2004; Hildebrandt, 2006). Typically the managen{eften in consultation with the works council)
had the main control over the time accounts fouahsed hours. In the German cases these time

accounts were characterised by large spans betweerpper and lower limits of hours (for in-
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stance +250/-150 hours in case D3) and had theofokgulating weekly/monthly changes as well
as whole days off. The employees would then hagerthin control over the flexitime accounts,
which were characterised by narrow spans betwengper and lower limits of hours (for instance
+14/-14 hours in case D3) and enabled employedsdile if they occasionally needed to arrive or
leave one or two hours earlier or later. Howeuse,use of flexitime had to be reported to and ap-
proved by the management in advance.

In most of the Danish companies (DK1-3, 5) the eygés had only one time account
(comprising both annualised hours and flexitime)ich they partly or fully administered them-
selves (see Table 1). This self-management of éicceunts included the scheduling of time off in
lieu as whole days or weeks off. Nevertheless, eygas still reported the changes in their working
hours to the management and/or the shop stewandmgtance at the end of the week/month), but
would seldom need their approval in advance. Inesoases the working time planning would take
place in teams, where the employees had to agredgnorshould work when and where. According
to a shop steward interviewed, this could occaglptimit the time sovereignty of the individual
employee (DK3).

The marked difference in the employees’ time sagetg at the Danish and German
case companies seemed to reflect a differeneenpployee relationsThe managements’ strategies
differed since they expected different behavioanfithe employees and therefore also got different
reactions in return. Most managers in the Germaesdid not trust their employees to consider the
needs of the company and argued that if managetedsgated the control of time accounts to the
employees, it would leave the company less wel(Dff-4). In their experience employees general-
ly had difficulties finding a proper balance betwdamily and company needs when using flexi-
time, mainly because employees often adjusted wWaiking time to their family lives and not vice-

versa. It could therefore result in a severe degr@aproductivity if the employees gained control
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over time accounts in general (too long/too shperating hours; more stop-and-go’s; discrepan-

cies between the need and presence of labourpdmbthe larger German companies, where they
had had flexitime since the 1980s and annualisedshgince the 1990s, the manager today regret-
ted having introduced flexitime in the first pldoecause of the employees’ behaviour (D3). As he

explained:

“Flexible working hours are controlled by the compawhereas flexitime is controlled by the em-
ployee... [This is] because every worker prioritisessown interests over the interests of the com-
pany. It is difficult to change, because in sitoas where the interests of the company dominate the
scheduling of working hours, the workers are batieand this affects their future attitude towards

the company. Not all workers react like this, batumally a lot of them do.” (Manager, D3)

In the Danish companies the managers would teneiison differently. They often trusted the em-
ployees to adjust their working time both to theawof the company and to the needs of their pri-
vate lives, and they were happy with the result§{£3, 5). The employees” self management on
one hand paved the way for further efficiency amb@ack on administration, since it allowed an
adjustment of working hours to the exact time ndedgroduction (less stop and go’s, reduction of
unproductive working time) and a reduction of thener of lower-level managers. On the other
hand, employees were able to combine their workimgrs and time off in lieu/holidays more ade-
guately to adjust to the needs of modern famiby. [ithis self-management meant that the flexible
working hours not only enhanced job security, s #he work-life balance for employees and
thereby their job satisfaction. These results werdirmed by both managements and shop stew-
ards. The effects of the agreements at the Dawisipanies not only reflected a win-win situation

of increased productivity and job security but uted additional benefits for employees and man-
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agement as well. One of the Danish managers fremadler company stated that although he was
aware that some employees misused the systeni|llpgeferred the employees to manage their

own working time (DK1), since this would, at thedesf the day, reduce costs on line managers:

“That means less figure head managers. They d@am,tbut actually they don't participate in any
active work....We have cut it right to the bone. V@ cut it till there is nothing left. They [the

foreign owner] have asked me if the managemenderstaffed, but | say no, it's working all right.
We have some clear figures on the bottom line,thag are good. That was the end of that discus-

sion.” (Manager, DK1)

The employee relations in the Danish case compae&s to display a higher degree
of commitmenthan the employee relations in the German casgani®s. The participating Danish
managers often allow their employees to admintsigr own working time, because this appears
more profitable for the company than to hire linenmagers to control them. Control is, however,
not fully absent in the Danish case companiesr(taragerial prerogative is still the general princi-
ple, and the manager is free to interfere if helgaets to). Hence, the general notion is that most
employees are able to manage their own working &ffigiently. In other words the Danish em-
ployers make the strategic choice of trusting teeaployees’ working time management in contrast
to the German employers, who choose to control wioste employees’ working time, because
they find that more profitable. However, it appearde too rigid a conclusion to say that the em-
ployee relations in the German cases should bgaased as mereompliance Considering the
existence and use of flexitime (although with dertanitations), a lower degree of commitment

seems to be a more adequate description.
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Conclusion

The case studies of company-level bargaining oqlfle working hours in the German and Danish
metal industries partly confirm the hypothesis thatsocial contracts at the Danish companies al-
low a more efficient use of company-level agreemémin the social contracts at the German com-
panies. It is not possible on the basis of the sasdies to confirm the hypothesis regarding the
union relationsand how they influence the collective bargainihgampany-level agreements on
flexible working hours, as both the Danish and nodshe German cases display union relations of
acooperationcharacter. However, the findings suggest a diffeedn theemployee relationdeav-

ing the Danish case companies with a competitivauaige with regards to the implementation of
the agreements in everyday practice. Mainly dudedigh degree afommitmentin the Danish
cases, management allows employees to manageWeworking time and thereby facilitates a
close adjustment to both employee-specific and @myyspecific needs. This seems to enhance the
scope of win-win outcomes from introducing flexiblerking hours, as Danish employers and em-
ployees experience additional effects with respetteir work-life balance and job satisfaction
compared to their German colleagues. Due to a logree of commitment in the employee rela-
tions in the German case companies, time soveseggnong employees is limited by a distinct
managerial control. This control is predominantyfprmed through a separation of narrow flexi-
time accounts from broader time accounts on anse@hours. Furthermore, the usage of flexitime
is restricted by the obligation to ask managemenapproval. This limits the possibility of generat

ing additional win-win outcomes of agreements exifile working hours in everyday working life.
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Discussion
Since the cases were selected among highly untbo@®panies, the overall conclusion on the
union relations might be too optimistic on the Gamside. Due to declining union densities, the
bargaining power of works councils (which must Bpexted to interact with union presence) is
weakening in many German companies. Furthermoee;dlierage of works councils at SMEs is
low, leaving many smaller companies without repnésteves at all. Nonetheless, this seems to
strengthen the conclusion regarding the employledioas. The fact that Danish and German com-
panies with similar union relations (and from samisectors and with similar economic contexts)
reveal significant differences in employee relasisapports the notion of country differences.
However, only a limited number of cases within slaene sector were examined,
which questions the extent to which the differenoemmployee relations reflect a general trend
distinguishing Danish and German companies. Neglasls, results from the most recent European
Working Conditions Survey indicate that there migata difference at a more general level be-
tween the two countries. Danish employees reperhighest level of autonomy at the workplace in
the EU, whilst German employees are well below E&rage (European Foundation, 2007, 51-
52)1° These differences do not seem to be explainedbgtions in work organisation, as the same
survey finds a similar prevalence of team work agiBanish employees (58 %) and German em-
ployees (59 %). The Danish employees also repgheniautonomy than their German colleagues,
when asked if they are free to decide when to katielays or days off. Here 65 % of Danes, com-

pared to 35 % of Germans, report that they oftesirost always have this optidh.

2 The level of autonomy is here measured as a gfarerated on the basis of employees’ answerséajfiestions: 1.
If they are able to choose or change the ordeasifst 2. It they are able to choose or change msthiowork, 3. If
they are able to choose or change speed of wotkihky have influence on the choice of workingtpars, and 5. If
they are able to take a break when desired (Europeandation, 2007, 51).

™ Author’s own calculations. Access to data fromBuzopean Working Conditions Survey was establighesligh
www.esds.ac.uk.
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If there is a general difference in employee retet between Germany and Denmark,
how can this be explained? From an industrial i@tatperspective, the variation could be inter-
preted as a reflection of the institutional settughe industrial relations system, i.e. high level
trust between employers and employees can be dedétrsheir relations are embedded in institu-
tions that provide employees with high bargainiogver (high union densities, coverage of collec-
tive agreements and presence of workers’ repretbezdn High bargaining power for both bargain-
ing parties enhances the trust that formal andmnéb agreements will be implemented in practice.
The difference in employee relations could thugX@gained by the fact that employees have less
bargaining power in the German context (leading tontrolled decentralisation) than in the Dan-
ish context (where a centralised decentralisatemdeen possible).

Nevertheless Dunlop (1993: 53-54) pointed out sitheory ofindustrial Relation
Systemshat even though the set of beliefs, itheology of a national industrial relations system
must be distinguished from the ideology of sociatgeneral, it must correspond to, or at least be
consistent with that ideology if the system is éodperational. Accordingly, one could expect the
high degree of commitment found in the Danish c&sesrrespond with the general ideology of
the Danish society. Researchers have labelled émesb economy aegotiated econonty under-
line that not only the Danish industrial relati@ystem but coordination in Danish society in gen-
eral is characterised by negotiations based ogladegree of trugCampbell et al., 2006). Recent
surveys on the distribution of trust/social caps#aém to support this argument, as Danes report
some of the highest levels of trust in the world atand out in comparison both with third world
countries and other European countries, like Geynf@mendsen and Svendsen, 2004;

www.europeansocialsurvey.grlf The social contracts found at the participatingiBla companies

12| the latest round of the European Social Su(2€94/2005) many Danes expressed high levels sf inypolitical
parties (47%), parliament (52%), other citizens$4nd the legal system (71%). Fewer Germans es@desimilar
levels of trust in political parties (7%), parliamg18%), other citizens (26%) and the legal systgm%). In this com-
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may therefore be a result both of institutionalelepments in the Danish industrial relations sys-
tem and of the general prevalence of trust in Das&iety. In other words, social contracts based
on trust might be a more profitable strategy foni3h than German managers owing to the fact that
the overall level of trust is higher in Denmarkdddanish employers can expect their employees to
be more trustworthy.

Although the social contracts at company levelpmeeived as dynamic phenomena
that are subject to possible change in everydaypdetion, the suggested country differences in
employee relations raise the question of the gétrawrssferability of social contracts between coun-
tries. It is therefore not unlikely that employetations based on high levels of trust, if persitiye
reproduced, will become more important in the fetuks the number of sector-level framework
agreements and of national laws/EU directives emxs (including the number of topics covered), a
stronger demand for regulation at company levellmaxpected. Employee relations based on
high mutual trust seem to offer a pronounced redagdh regulation costs, which can only be wel-
come in times of intensified regulation. By conty@snployee relations based on low mutual trust
seem to be related to higher regulatory costs,asagerial control requires more bureaucracy and

more employees in administrative and manageriaitions.

parison, answers between 7 and 10 on a 0 to 16 aoalcalculated as high levels of trust.
(www.europeansocialsurvey.grg
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