
Taymaz, Erol

Working Paper

The Impact of Trade Unions on the Diffusion of
Technology: The Case of NC Machine Tools

IUI Working Paper, No. 295

Provided in Cooperation with:
Research Institute of Industrial Economics (IFN), Stockholm

Suggested Citation: Taymaz, Erol (1991) : The Impact of Trade Unions on the Diffusion of
Technology: The Case of NC Machine Tools, IUI Working Paper, No. 295, The Research
Institute of Industrial Economics (IUI), Stockholm

This Version is available at:
http://hdl.handle.net/10419/95168

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.



A list of Working Papers on the last pages 

No. 295, 1991 

THE IMPACT OF UNIONS ON THE 

DIFFUSION OF TECHNOLOGY: 

THE CASE OF NC MACHINE TOOLS 

by 

Erol Taymaz 

March 1991 



To be published in the British Journal of Industrial Relations. 

The Impact of Unions on the Diffusion of Technology 

The Case of NC Machine TooIs 

EroI Taymaz 
IUI, Box 5501 

11485 Stockholm Sweden 

(Revised, Nov. 20, 1990) 

Abstract: This paper reports the results from an econometric analysis of the 
impact of unionism on the diffusion of technoIogy. It is found that the extent 
of unionism does not have any significant influence on the diffusion rate of 
NC machine tooIs in the U.S. engineering industries in the period of 1979-
1983. 





The Impact of Unions on the Diffusion of Technology: 

The Case of NC Machine Tools 

Introduction 

Social scientists have long been interested in the economic effects of 

unionism. There are many studies focused on the analysis and explanation of 

the differences between the wage rates of union and nonunion workers, 

unions' effects on quits and layoffs, the relationships between unionism and 

firms' productivity and profitability, etc. The influence of labour unions on the 

rate and direction of technological change is an important research question 

that has not been adequately documented empirically. 

There are various channels by which union presence may influence the 

diffusion of new technologies. The net union effect, however, is theoretically 

undetermined. Empirical evidence on the diffusion of specific technologies in 

various countries is required to she d light on this issue (see, for example, 

Freeman and Medoff, 1984; Metcalf, 1990). 

We present in this paper the results of an econometric analysis of the 

diffusion of numerically controlled (NC) machine tools in the U.S. engineering 

industries. (1) This is a part of our ongoing research on the diffusion of 

flexible automation technologies and the impact of new technologies on 

1. Machine tools are defmed as power-driven, nonportable by hand, equipment that is 
used to cut, form, or shape metals. Engineering industries comprise fabricated metal products, 
non-electrical machinery, electrical machinery, transportation equipment, and precision 
equipment industries. 
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international competitiveness. Other papers written for this study are available 

from the author upon request (see Carlsson and Taymaz, 1989; Taymaz, 1991). 

The NC technology is chosen as a 'test case' in our analysis because of 

the following reasons. First, machine tools are historically among the most 

important type of production equipment since the Industrial Revolution. As 

stated in an UNIDO study (1984: 57), "[als production of any machine used 

in the economy depends heavily on machine toois, it is evident that the 

machine tool is the basis of our whole mechanized society." Second, the 

widespread diffusion of NC machine tools af ter 1975 when the first 

microprocessor-based NC machine tool was developed has radically changed 

manufacturing technologies in the engineering industries in all industrialised 

countries. According to many commentators, this technology has a strong 

labour-saving bias, and helps the management to increase its controi over the 

production process. Although the debate on the effects of NC technology 

continues, managers justify their decisions for investing in NC technology by 

these arguments in many cases (for examples, see Noble, 1984; and Shaiken 

et al 1986). Accordingly, this technology is likely to trouble labour unions. 

Finally, it is easier to isolate industry-specific effects on the rate of diffusion 

since machine tools are extensive ly used in all types of engineering industries. 

The Model 

There have been several econometric studies of the diffusion of NC 

machine toois. The works of Romeo (1975 and 1977), Globerman (1975), 

Liberatore and Titus (1986), Lintner et al. (1987) and others have generated 
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much evidence about the determinants of the diffusion of NC machines. All 

of these researchers estimated regression models by using data at the firm 

level. In most of the cases, the dependent variable used in those models is a 

binary variable, taking on the value one if a given establishment is a user of 

NC machine toois, and zero otherwise. Therefore, as Lintner et aL (1987) 

correctly stated, those studies measure the probability of a firm's initial 

decision in adopting NC machines. Romeo (1975 and 1977) used models at 

the industry level in which the dependent variable is the estimated value of 

the imitation rate of NC machine toois. 

Among the above mentioned researchers, only Lintner et al. studie d the 

effects of unionism by inc1uding an explanatory variable on the rate of 

unionisation into their model. They found that unions do not exert any 

significant influence on the adoption of NC machine tools in the U.K. 

mechanical engineering industry. 

In this study, the rate of diffusion of NC machine tools in the U.S. 

engineering industries is examined. More specifically, the dependent variable 

to be explained is the number of NC machine tools as a proportion of total 

machine tools purchased in the U.S. engineering industries in the period of 

1979-1983. 

The database of this analysis is obtained from the 13th American 

Machinist Inventory of Metalworking Equipment for 3-digit industries in 

Standard Industrial Classification (SIC) 34-38 categories (American Machinist, 

1983a). Data were collected by questionnaire from 12,306 plants in the 48 

contiguous United States during the first half of 1983. The number of machine 
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tools and related equipment in each industry at the 3-digit SIC level is 

estimated on the basis of this survey. (For a summary of survey's results and 

its methodology, see American Machinist 1983b.) 

The extent of unionism is one of the explanatory variables in the 

model. If unionism has a negative influence on the diffusion of NC machine 

too Is, the regression estimate of the coefficient of this variable is expected to 

be negative. 

There are a number of alternatives for the unionisation variable. In this 

paper, the extent of collective bargaining coverage for all workers (UNIONC) 

and for production workers (UNIONCP) are used to represent the extent of 

unionism. Those data at the 3-digit SIC level are estimated by Freeman and 

Medoff (1979) from the Expenditures for Employee Compensation survey for 

1968-1972. They also supply data on the extent of union membership for both 

categories estimated on the basis of the 1973-1975 May Current Population 

Survey (CPS) at the 3-digit Census Industry Code (CIC) level. 

Kokkelenberg and Sockell (1985) estimated the three-year moving 

averages of the extent of union membership for 3-digit CIC industries for the 

period of 1974-1980. Curme et al. (1990) also present estimates of union 

membership and contract coverage density for 3-digit CIC industries, based on 

calculations from the 1983-1988 CPS tapes. (2) 

2. The 3-digit CIC data cover only a subset of the 3-digit SIC industries. An analysis of 
those variables used in our regression model reveals that there are significant systematic biases 
in this subset. (Industries that are included in both classifications tend to have significantly 
higher values for the SIZE, NCSTOCK, FLUCGR, and WIP variables.) Accordingly only the 
SIC data (the UNIONC and UNIONCP variables) are used in the regression estimates. 
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Table 1. The extent ofunionism in the U.S. engineering industries, 1968-
1988 (in percent) 

Contract coverage densi~ Union membershiu density 

UrQd work a Il workers a Il workers 

1968-72 1968-72 1984 1988 1973-75 1978 1984 1988 

Cases 42 42 32 32 30 30 32 32 

Mean 61.6 45.8 31.0 25.6 39.8 38.2 29.3 24.1 

Std Dev 26.2 20.5 16.0 14.2 15.8 17.2 16.0 13.9 

Corr with 
UNIONC .95 1.00 .76 .74 .79 .82 .75 .74 

Sources: Freeman and Medoff, 1979; Kokkelenberg and Sockell, 1985; Curme et al., 1990. 

A summary of the union membership and contract coverage density 

data is shown in Table 1. As may be expected, the average values of both 

variables have gradually declined in 1970-1988. However, the distribution of 

these variables across the engineering industries does not show any significant 

change. For example, the correlation between the union membership variables 

in 1974 and 1988 is higher than .90. 

There are, of course, other variables that influence the diffusion rate. 

These variable should be incorporated into the model to obtain an unbiased 

estimation for the coefficient of the unionism variable. Thus, the following 

variables are also included into the regression model. 

SIZE is equal to the average firm size as measured by the number of 

employees in 1979. It is argued that the NC technology becomes more well-

suited to the needs of small firms as it develops, and the market share of 

small firms "has grown with the increasing maturity of the technology of NC 

machine toois" (Jacobsson, 1986: 46). Thus, a positive coefficient of this 
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variable is expected. 

CAPL, the capital-labour ratio, is defined as the value of depreciable 

assets per employee in 1979. NC machine tools are generally more expensive 

than conventional machine toois, and they tend to increase the capital-labour 

ratio because of labour-saving effects. Firms/industries that have higher 

investment capacities may easily increase their NC machine stock. Hence, we 

expect the CAPL variable to have a positive coefficient. 

SPEC is the specialisation ratio (the share of products classified in that 

industry to industry's total output) in 1977. SPEC is expected to have a 

negative coefficient since a higher value of this variable may show the 

suitability of this industry for specialised (presumably, mass) production. 

WIP, the measure of work-in-process inventories as a proportion of 

total inventories in 1979, is a proxy for product complexity. Since "[t]he use of 

NC is positively correlated, ceteris paribus, with greater part complexity ... " 

(Adler and Borys, 1989: 391), the coefficient of this variable is expected to be 

positive. 

FLUCGR is equal to the standard deviation of annual industry growth 

rates in the period of 1977-1985, and represents the level of market 

fluctuations. Since the increase in the instability of markets is stated among 

the factors that favor the use of flexible automation systems, the coefficient 

of this variable is expected to be positive. TECH is equal to the share of 

technicians in total employment in 1980. It is suggested that NC technologies 

can be more advantageous for those firms with higher-skilled labor. Thus, a 

positive coefficient for the TECH variable is expected. Finally, the number of 
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NC machine tools as a proportion of the total number of tools purchased 

before 1979, NCSTOCK, is also included into the model to capture the effects 

of unspecified factors. 

In brief, the model can be written as follows. 

NCNEWi = ao + al UNIONi + a2 NCSTOC~ + a3 SIZEi + 

a4 CAPLi + aS SPEq + a6 WIPi +a7 FLUCGRi +as TECHi + €i 

where € i is the random error term. 

Regression estimates 

Some descriptive statistics about variables and data sources are shown 

in Table 2. The mean value of the collective bargaining coverage of all 

workers (UNIONC) is much lower than that of production workers 

(UNIONCP). The mean value of the NCNEW variable is five-fold higher than 

that of the NCSTOCK variable. This shows the rapid pace of the diffusion of 

NC machine tools in the period of 1979-1983. 

The regression results are shown in Table 3. White's method is used to 

estimate the heteroskedasticity-consistent covariance matrix. The ordinary 

least squares (OLS) estimates have somewhat lower t-values but there is not 

any change in the interpretation of the regression results. 
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Table 2. Descriptive statistics of all variables 

Variable Cases Mean Std Dev 

UNIONC 42 45.81 20.53 
UNIONCP 42 61.62 26.16 
NCNEW 42 16.36 7.52 
SIZE 42 174.69 272.41 
CAPL 42 16.22 6.75 
SPEC 42 90.05 3.79 
WIP 42 .89 .62 
FLUCGR 42 10.12 7.81 
TECR 42 3.96 2.93 
NCSTOCK 42 3.15 1.72 

Variables: UNIONC: the extent of collective bargaining coverage for all workers in 1968-1972, 
UNIONCP: the extent of collective bargaining coverage for production workers in 1968-72, 
NCNEW, the share of NC machine tools in machine tool investment in 1979-1983, NCSTOCK, 
the share ofNC machine tools in machine tool investment before 1979, FLUCGR: the standard 
deviation of industry growth rate in the period of 1977-1985, SIZE: the number of employees 
per establishment in 1979, TECR: the share of technicians in industry employment in 1980, 
CAPL: the value of depreciable assets per employee in 1979, WIP: the share of work-in-process 
inventories in total value of inventories in 1979, SPEC: the specialization ratio in 1977, 
Sources: UNIONC and UNIONCP: Freeman and Medoff (1979), NCNEW and NCSTOCK: 
American Machinist (1983a), TECR: NSF, Scientists, Engineers, and Technicians in 
Manufacturing and Nonmanufacturing Industries: 1980-1981 (Washington, DC: NSF, 1983), SIZE: 
Bureau of the Census, County Business Patterns, 1979, SPEC: Bureau of the Census, Census of 
Manufacturing Industries, 1977. All other variables: Bureau of the Census, Annual SUlVey of 
Manufactures, 1979. 
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Table 3. Determinants of the diffusion of NC machine tools 
(Dependent variable: NCNEW) 

Variables 

UNIONC -0.02 -0.02 

(-0.72) (-0.74) 

UNIONCP -.02 -.01 

(-0.69) (-0.58) 

SIZE -0.02** -0.02** -0.02** -0.02** 

(-4.69) (-4.29) (-4.48) (-4.09) 

CAPL 0.42** 0.41** 0.41** 0.40** 

(4.57) (4.56) (4.61) (4.61) 

SPEC -0.61 ** -0.56** -0.61 ** -0.56** 

(-2.83) (-2.67) (-2.86) (-2.69) 

WIP 6.68** 6.88** 6.65** 6.91** 

(3.19) (2.92) (3.16) (2.91) 

FLUCGR 0.12 0.13 

(1.36) (1.41) 

TECR 0.14 0.16 

(0.53) (0.63) 

NCSTOCK 1.99** 2.16** 2.02** 2.19** 

(3.36) (3.87) (3.30) (3.81) 

Constant 53.88** 50.57** 54.04** 50.61** 

(2.83) (2.70) (2.86) (2.72) 

R2 71.6 70.0 71.6 69.9 

Adj-R2 64.7 64.8 64.7 64.8 

F-statistic 10.39** 13.59** 10.40** 13.56** 

(8,33) (6,35) (8,33) (6,35) 

Note: ** (*) means statistically significant at the 5% (10%) level, two-tailed test. 

Numbers in parentheses are t-values calculated by using the heteroskedasticitity-

consistent covariance matrix. 
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The coefficient of determination, R2, is around .70 in all estimates. The 

coefficients of all variables have the expected sign. Moreover all but two of 

the coefficients are statistically significant at the 5% level. The diffusion rate 

of NC machine tools is higher in industries characterised by capital-intensity, 

product complexity, higher initial NC stock, small size, and lower 

specialisation. 

The coefficients of the unionism variables have negative sign but their t

values are very low. In other words, they are not significantly different from 

zero. Thus, our results show that the extent of unionism has no impact on the 

diffusion of NC machine tools in the U.S. engineering industries in the period 

of 1979-1983. 

10 



ReCerences 

Adler, P.S. and Borys, B. (1989) "Automation and Skill: Three Generations of Research 
on the NC Case." Politics and Society, 17, 377-402. 

American Machinist (1983a) 13th American Machinist Inventory of Metalwor/äng 
Equipment: Market Potentials Report. New York: AM. 

American Machinist (1983b) "13th American Machinist Inventory of Metalworking 
Equipment, 1983." American Machinist, 127, December, 113-144. 

Carlsson, B. and Taymaz, E. (1989) "Technological Capabilities and International 
Competitiveness in the Engineering Industries." Working paper, CWRU, USA and 
Industrial Institute for Economic and Social Research (IUI), Sweden. 

Curme, MA., Hirsch, B.T., and Macpherson, DA. (1990) "Union Membership and 
Contract Coverage in the United States, 1983-1988." Industriai and Labor Relations 
Review, 44, 5-33. 

Freeman, RB. and Medoff, J.L. (1979) "New Estimates of Private Sector Unionism in the 
United States." Industrial and Labor Relations Review, 32, 143-174. 

Freeman, RB. and Medoff, J.L. (1984) What Do Unions Do? New York: Basic Books. 
Globerman, S. (1975) "Technology Diffusion in the Canadian Tool and Die Industry." 

Review of Economics and Statistics, 57, 428-436. 
Jacobsson, S. (1986) Electronics and Industrial Policy: The Case of Computer Controlled 

Lathes. London: Allen&Unwin. 
Kokkelenberg, E.C. and Sockell, D.R (1985) "Union Membership in the United States." 

Industrial and Labor Relations Review, 38, 497-538. 
Liberatore, MJ. and Titus, G.J. (1986), "The Use of Computer Controlled Tools by Small 

Machine Shops." Joumal of Small Business Management, January, 55-62. 
Lintner, V.G., Pokorny, MJ., Woods, M.M. and Blinkhorn, M.R (1987) "Trade Unions 

and Technological Change in the U.K. Mechanical Engineering Industry." British 
Joumal of Industrial Relations, 25, 19-29. 

Metcalf, D. (1990) "Union Presence and Labour Productivity in British Manufacturing 
Industry. A Reply to Nolan and Marginson." British Journal of Industrial Relations, 
28,249-266. 

Noble, D.F. (1984) Forces of Production: A Social History of Industrial Automation. New 
York: Oxford University Press. 

Romeo, AA. (1975) "Interindustry and Interfrrm Differences in the Rate of Diffusion of 
an Innovation." Review of Economics and Statistics, 57, 311-318. 

Romeo, AA. (1977) "The Rate of Imitation of a Capital-Embodied Process Innovation." 
Economica, 44, 63-69. 

Shaiken, H., Herzenberg, S. and Kuhn, S. (1986) ''The Work Process Under More Flexible 
Production". Industrial Relations, 25, 167-183. 

Taymaz, E. (1991) "Flexible Automation in the U.S. Engineering Industries." Forthcoming 
in the Intemational Journal of Industrial Organization. 

UNIOO (1984) World Non-electrical Machinery. New York: UNo 

11 


