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Worker Representation Institutions Across The World I/II

Liberal market economies (Hall and Soskice, 2001):

Ex.: United States or Canada

Owners (e.g., shareholders) control firms

Shareholders elect board of directors⇒ runs firm, fiduciary duty to shareholders

"Adversarial" labor relations system: no role for unions in governance
US: NLRA bars workers from directly participating in firm-level decision-making
Example: Volkswagen’s failed attempt to create works council in Chattanooga, TN plant
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VW’s Failed Attempt To Create Works Council in Chattanooga Plant

Source: Johnson (2015), National Review
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Worker Representation Institutions Across The World II/II

Alternative models of worker representation:

1 Formal involvement of workers in decision-making (codetermination)
Shop-floor level (works councils)
Board level

2 Collective bargaining between employer associations and unions
Extensions to mandate coverage of agreement in non-participating employers
Wage boards

⇒ Today: wage effects of alternative models of worker representations
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Shop-Floor Codetermination Through Works Councils

Source: Ongoing work (survey article by Jäger and Schoefer); own visualizations based on CBR Labour Regulation Index (2016).
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Board-Level Codetermination

Source: Ongoing work (survey article by Jäger and Schoefer); own visualizations based on CBR Labour Regulation Index (2016).
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The Debate on Shared Governance

Codetermination thought to boost worker bargaining power, rent sharing, and wages

Ongoing debate on role of labor power and institutions in decline of wages and rent
sharing (e.g., Bell, Bukowski, and Machin 2019, Stansbury and Summers 2020)

Policy proposals in the UK and US
Accountable Capitalism Act ⇒ 40% worker representation on US boards (Sen. Warren)
Reward Work Act ⇒ 33% worker representation (Sens. Baldwin, Warren and Schatz)
Cass (2018) on conservative case for codetermination
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Policy Proposals: Board-Level Codetermination to Boost Wages

Source: Kaissar (2019), Bloomberg Opinion
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Quintessential application of hold-up model in Grout (1984)
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Quasi-Experimental Evidence: Labor in the Boardroom

Jäger, Schoefer and Heining (2020): quasi-experimental evidence on causal effect of
worker-elected directors on corporate board⇒ wages, rent sharing, and capital
formation in Germany

Cohort-specific reform of shared governance in German stock corporations

Incorporated before August 10, 1994: 1/3 of board seats to workers

Locked in even after reform!

Incorporated after August 10, 1994: zero board seats to workers

⇒ RD and DiD using sharp variation

Incorporation date cutoff: August 10, 1994

Legal form: shareholder vs. other corporations
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Governance Without Worker Representation
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Shared Governance With Worker Representation
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Governance With and Without Worker Representatives
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Worker Representation for Stock Corporations (Pre-Reform)
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1994 Reform: Shared Gov. Abolished in New Stock Corporations

Abolition in new corporations

0

1/3

W
or

ke
r 

S
ha

re
 o

n 
B
oa

rd

19
93

19
94

19
95

19
96

19
97

08
/1

0/
94

 
Incorporation Date

Note: rules for stock corporations ≤500 employees.

14/37



1994 Reform: Lock-in of Shared Gov. in Old Corporations

Permanent lock-in Abolition in new 
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1994 Reform: Last-Minute Political Compromise

Permanent lock-in Abolition in new corporations

June 1994
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Board Level Representation and Wage Setting (Log Wage)
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RD Bandwidth Plot (Log Wage)

RD: 0.062 (SE 0.091)
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RD Bandwidth Plot (AKM Pay Premia)

RD: 0.010 (SE 0.034)
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Overview of International Evidence

Source: Jäger, Schoefer, Young and Zweimüller (2020)
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No Boosts to Rent Sharing

Slope of Control Group (Young Stock Corps): 0.067 (SE 0.018)
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No Boosts to Rent Sharing

Slope of Control Group (Young Stock Corps): 0.067 (SE 0.018)
Simple Difference Effect (Old - Young Stock Corps): 0.010 (SE 0.026)

DiD Effect (w/ LLCs as Additional Control Group): 0.007 (SE 0.022)-.2
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Board Level Representation and Log Fixed Assets:
No Evidence For Holdup
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Quasi-Experimental Evidence from Finland

Harju, Jäger and Schoefer (2020): Effects of rights to shared governance and
employee representation in boards

Board-level codetermination: Size cutoff induced by 1991 reform (≶ 150 employees)

≥ 150: employees have right to nominate their representatives (20%) to participate in
firm-level decision making

Shop-floor codetermination: Size cutoff for shop-floor representation shifted by 2007
reform (≶ 20 vs. 30 employees)

Research design:
Introduction DiD with firms ≶ 150 employees
Firm-level RD
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First Stage 1991 Reform: ≥ 150 Employment & ≥ 1991

Source: Harju. Jäger and Schoefer (2020).
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1991 Reform Does Not Increase Labor Costs

Source: Harju. Jäger and Schoefer (2020).
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Board-level Representation Does Not Shift Rent Sharing

Source: Harju. Jäger and Schoefer (2020).
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No Wage Effects of Expanding Shop-Floor Codetermination
(2007 Reform)

Source: Harju. Jäger and Schoefer (2020).
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Take-Aways from Quasi-Experimental Evidence on Codetermination

Wage-boosting effects not borne out in the data

But no evidence for adverse effects on firms
If anything, investment and capital increased

Hypothesis: cooperative nature of institution and minority vote constrain power
When does codetermination shift surplus to workers?

Open question: effects on other worker-level outcomes
Voice and agency
Well-being
Alienation

Who becomes representative? Whose preferences represented?
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Collective Bargaining and Extensions

CBAs bargained between union and employer association

Typically at industry or industry-region level

Sets wage floors at position and experience level (example: accountants with 5+ years of
industry experience)

May also regulate work hours, employment protection, working conditions, ...

CBA typically applies for all employees of employers that are members of the relevant
employer association

Mandates extending the CBA universally: government may mandate that a given CBA
apply to all firms in labor market

Related institution: wage boards in, e.g., Australia (Dube 2019)
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Wide Variation in Prevalence of Collective Bargaining
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Source: OECD (2019)

Source: Ongoing work (Heining, Jäger, Schoefer, and Uccioli); own calculations based on OECD data (2016).
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Right to Collective Bargaining

Source: Own visualizations based on CBR Labour Regulation Index (2016)

31/37



Extensions of Collective Agreements

Source: Ongoing work (survey article by Jäger and Schoefer); own visualizations based on CBR Labour Regulation Index (2016).
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Extensions of Collective Agreements

Source: Ongoing work (survey article by Jäger and Schoefer); own visualizations based on CBR Labour Regulation Index (2016).
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Stark Increases in Wage Inequality in German Labor Market

Source: Dustmann, Ludsteck and Schönberg (2009)
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Collective Bargaining Coverage Associated With
Higher Wage Growth At Lower End

Source: Dustmann, Ludsteck and Schönberg (2009)
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Collective Bargaining Coverage Associated With Higher Firm Pay
Premia

Source: Card, Heining and Kline (2013)
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Mandatory Extensions in Portugal Associated With
Moderate Wage Increases At Lower End (2011 Quasi-Experiment)

Source: Martins (forthcoming)
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Take-Aways and Open Questions: Collective Bargaining

Evidence consistent with moderate wage increases at lower end of wage distribution

How binding are CBAs?

Political economy of employer associations? (Patault and Valtat 2020)

What are the wage effects of introducing/expanding/strengthening CBAs?

What are the (unintended) consequences of CBA extensions?
Adverse employment effects (Martins 2020)?

Positive investment effects by alleviation of holdup (Acemoglu 2001)?
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