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Abstract

We examine the relationship between union presence and CEO compensation.
Based on the notion that the union taxes the firm’s returns, we test whether
unions successfully capture a larger share of the firm’s returns with respect to the
share captured by the CEO. On average CEOs in union firms are paid 19 percent
less than those in nonunion firms, after controlling for several determinants of
CEO pay. CEO compensation risk is lower in union firms because the reduced

compensation risk is a trade-off for the lower level of CEO compensation.

0 This is a preview of subscription content, log_in via an institution [2 to check access.

Access this article

Log in via an institution —

Subscribe and save


https://link.springer.com/article/10.1007/BF03380050/metrics
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Farticle%2F10.1007%2FBF03380050
https://link.springer.com/
https://idp.springer.com/auth/personal/springernature?redirect_uri=https://link.springer.com/article/10.1007/BF03380050
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Farticle%2F10.1007%2FBF03380050
https://link.springer.com/journal/12122/aims-and-scope
https://www.editorialmanager.com/jolr
https://link.springer.com/journal/12122

@ Springer+ from €37.37 /Month

® Starting from 10 chapters or articles per month
® Access and download chapters and articles from more than 300k books and 2,500 journals

® Cancel anytime

< View plans - >

Buy Now

( Buy article PDF 39,95 € )

Price includes VAT (Poland)

Instant access to the full article PDF.

Institutional subscriptions ->

Explore related subjects

Discover the latest articles, books and news in related subjects, suggested using machine learning.

Industrial Organization Labor History Labour Law/Social Law Labor Economics
Trade Unions Common Company Law
References

Abowd, John M. “The Effect of Wage Bargains on the Stock Market Value of the
Firm.” American Economic Review 79 (September 1989): 774-800.

Addison, John T. and Barry T. Hirsch. “Union Effects On Productivity, Profits, and
Growth: Has the Long Run Arrived?” Journal of Labor Economics 7 (January
1989): 72-104.


https://www.springernature.com/gp/librarians/licensing/agc/journals
https://link.springer.com/subjects/industrial-organization
https://link.springer.com/subjects/labor-history
https://link.springer.com/subjects/labour-law-social-law
https://link.springer.com/subjects/labor-economics
https://link.springer.com/subjects/trade-unions
https://link.springer.com/subjects/common-company-law
https://link.springer.com/product/springer-plus

Agarwal, Rajesh K. and Andrew A. Samwick. “Executive Compensation, Strategic
Competition, and Relative Performance Evaluation: Theory and Evidence.”
Journal of Finance 54 (December 1999): 1999-2043.

Bertrand, Marianne and Sendhil Mullainathan. “Are CEOs Rewarded for Luck?
The Ones without Principals Are.” Quarterly Journal of Economics 116 (August
2001): 901-32.

Carpenter, Mason B., W. Gerard Sanders, and Hal B. Gregersen. “Bundling
Human Capital with Organizational Context: The Impact of International
Assignment Experience on Multinational Firm Performance and CEO Pay.”
Academy of Management Journal 44 (June 2001): 493-511.

Chiles, Ted W. and James B. Stewart. “Union Rent Appropriation and Ex Post
Analysis.” Journal of Labor Research 14 (Summer 1993): 317-33.

Colvin, Alexander, Rosemary Batt, and Harry Katz. “How High Performance
Human Resource Practices and Workforce Unionization Affect Managerial Pay.”
Personnel Psychology 54 (Fall 2001): 903-35.

Core, John E., Robert W. Holthausen, and David F. Larcker. “Corporate
Governance, Chief Executive Officer Compensation, and Firm Performance.”
Journal of Financial Economics 51 (March 1999): 371-406.

Daily, Catherine M., Jonathan L. Johnson, Alan E. Ellstrand, and Dan R. Dalton.
“Compensation Committee Composition as a Determinant of CEO Compensation.”
Academy of Management Journal 41 (April 1998): 209-20.

David, Parthiban, Rahul Kochhar, and Edward Levitas. “The Effect of Institutional
Investors on the Level and Mix of CEO Compensation.” Academy of Management
Journal 41 (April 1998): 200-208.



Dess, Greg, Robert Ireland, and Michael Hitt. “Industry Effects and Strategic
Management Research.” Journal of Management 16 (Spring 1990) 17-27.

Fallick, Bruce C. and Kevin A. Hassett. “Investment and Union Certification.”
Journal of Labor Economics 17 (July 1999): 570-82.

Freeman, Richard B. and Morris M. Kliener. “Do Unions Make Enterprises
Insolvent?” Industrial and Labor Relations Review 52 (July 1999): 510-27.

Freeman, Richard B. and James L. Medoff. What do Unions Do? New York: Basic
Books, 1984.

Gomez-Mejia, Luis, Henry Tosi, and Timothy Hinkin. “Managerial Control,
Performance, and Executive Compensation.” Academy of Management Journal 30
(March 1987): 51-70.

Hoskisson, Robert E., Richard A. Johnson, and Douglas D. Moesel. “Corporate
Divestiture Intensity in Restructuring Firms: Effects of Governance, Strategy, and
Performance.” Academy of Management Journal 37 (October 1994): 1207-51.

Kroll, Mark, Susan A. Simmons, and Peter Wright. “Determinants of Chief
Executive Officer Compensation Following Major Acquisitions.” Journal of
Business Research 20 (Issue 4 1990): 349-66.

Miller, Janice S., Robert M. Wiseman, and Luis R. Gomez-Mejia. “The Fit between
CEO Compensation Design and Firm Risk” Academy of Management Journal 45
(August 2002): 745-56.

O’Reilly, Charles A., Brian G. Main, and Graef S. Crystal. “CEO Compensation as

Tournament and Social Comparison: A Tale of Two Theories.” Administrative



Science Quarterly 33 (June 1988): 257-74.

Reilly, Sean. “The Case for Unions.” Washington Monthly 27 (July/August, 1995):
26-31.

Rose, Nancy L. and Andrea Shepard. “Firm Diversification and CEO
Compensation: Managerial Ability or Executive Entrenchment?” Rand Journal of
Economics 28 (Autumn 1997): 489-514.

Singh, Parbudyal and Naresh C. Agarwal. “Union Presence And Executive
Compensation: An Exploratory Study.” Journal of Labor Research 23 (Fall 2002):
631-46.

Tosi, Henry L., Steve Werner, Jeffrey P. Katz, and Luis R. Gomez-Mejia. “How
Much Does Performance Matter? A Meta-analysis of CEO Pay Studies.” Journal of
Management 26 (Issue 2 2000): 301-39.

Useem, Jerry. “Have They No Shame?” Fortune 147 (April 28, 2003): 56-64.

Vedder, Richard and Lowell Gallaway. “The Economic Effects of Labor Unions
Revisited.” Journal of Labor Research 23 (Winter 2002): 105-30.

Westphal, James D. and Edward J. Zajac. “Defections from the Inner Circle: Social
Exchange, Reciprocity, and the Diffusion of Board Independence in U.S.
Corporations.” A dministrative Science Quarterly 42 (March 1997): 161-83.

Author information

Authors and Affiliations



Auburn University Montgomery, AL, 36124, USA
Kevin Banning & Ted Chiles

Rights and permissions

Reprints and permissions

About this article

Cite this article

Banning, K., Chiles, T. Trade-Offs in the Labor Union-CEO Compensation Relationship. Journal of Labor
Research 28, 347-357 (2007). https://doi.org/10.1007/BF03380050

Published Issue date
01 March 2017 June 2007
DOI

https://doi.org/10.1007/BF03380050

Search

Search by keyword or author

Navigation

Find a journal

Publish with us


https://s100.copyright.com/AppDispatchServlet?title=Trade-Offs%20in%20the%20Labor%20Union-CEO%20Compensation%20Relationship&author=Kevin%20Banning%20et%20al&contentID=10.1007%2FBF03380050&copyright=Transaction%20Publishers&publication=0195-3613&publicationDate=2017-03-01&publisherName=SpringerNature&orderBeanReset=true
https://link.springer.com/journals/
https://www.springernature.com/gp/authors

Track your research



https://link.springernature.com/home/

