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ABSTRACT

Mobilization within the industrial relations literature, has so far been considered in the
context of campaigns aimed at mobilising individuals to participate in collective action.
What is hereby proposed is an alternative approach to mobilization, one that emerged by
considering existing. approaches to mobilization in two main strands of literature: the
literature on social movements, and the social-psychological literature on union
participation. Mobilization is being conceptualised as the continuous process of
transforming individuals into collective actors, following the socialisation of members into
the organisation. This is also an attempt to introduce a quantitative element into the study
of mobilization, as previous attempts have been restricted to case studies, which albeit
valuable in providing insights into the mobilization process, do not provide a basis on
which to formulate a proper theoretical framework that can be employed in different
settings to explore the issue. The willingness to become involved in the union is employed
as a measure of the outcome from such a process. Member attitudes are examined as the
antecedents of willingness to participate within a mobilization setting. Significance is
attached to the role of leaders as ‘mobilising agents’. The impact of leadership behaviour
on the outcome of the mobilization process is explored, an issue which has not as yet been
empirically addressed. It is hypothesised that leadership will predict member attitudes and
willingness to participate. This approach is tested in the public corporate sector, a setting
representing an emerging form of unionism, one which raises a series of concerns and
poses as a challenge for ‘traditional’ trade unions. The findings reveal the importance of
leadership within a mobilization setting, in achieving and maintaining favourable attitudes
towards the union, and influencing members’ intention to become involved in the union.
The findings also reveal a variation in leader attitudes and behaviours, as well as member
responses, within different groups of unions, classified on the basis of their identity and
structural characteristics. Furthermore, the most important predictors of willingness to

participate within a mobilization setting are identified.
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INTRODUCTION

The issue of mobilization and the dynamics of mobilization campaigns have been
extensively explored in the literature on social movements, with significant contributions
from political scientists, social psychologists and sociologists (e.g. Tilly, 1978;
Klandermans 1984a, 1989a,b, 1997, McAdam, 1988). In contrast, within the industrial
relations literature mobilization has been subject to little research interest. Available
literature on mobilization campaigns and instances of collective action, has been
predominantly descriptive (e.g. Batstone et al., 1978; Fantasia, 1988; Johnston, 1994, but
see Klandermans, 1984a as an exception), involving a series of case studies in different
research settings. While this type of research is valuable for providing useful insights into
the mobilization process, it does not allow one to construct a theoretical framework that
could be employed and validated in different settings to assess the relative contribution of
specific factors within the mobilization context.

Kelly (1998) has argued for the importance of mobilization in industrial relations, as an
area that deserves and should receive more research interest. Acknowledging the scarcity
of theoretical and empirical work on mobilization within the industrial relations literature,
this is precisely what the present thesis has sought to address. At the same time, given the
predominance of descriptive studies it was decided to adopt a quantitative rather than a
qualitative approach, and attempt to construct a theoretical framework that would
subsequently be tested within a suitable research setting.

The current state of trade unionism, especially within the European scene, has
considerably influenced the present approach to mobilization. As Visser (1994) indicates,
the 1980’s decline in unionization levels in Western Europe was unprecedented, as far as
post-war trends are concerned. A poignant example cited is the fall in membership and
unionization which occurred in France, where union membership in 1988 was estimated at
half the number in 1976, while union density dropped to around an estimated 10 per cent
of the dependent labour force. Although unionization and membership changes have not
been as dramatic in other countries as in the case of France, they were sufficiently

worrying to induce an attempt by academics and practitioners alike to address the reasons



for the decline, as well as the challenges that lie ahead, and reassess the role and identity of
trade unions for the future. A number of macro-, as well as micro-factors have been
identified as reasons for the decline. Amongst these, are a tougher economic environment,
the dynamics of the global economy and internationalisation of capital, a notable
transformation in employment structures, for example the declining numbers of manual
labour and the expansion of white-collar work within an ever-growing private service
sector, “...often involving ‘a-typical’ employment status” Hyman (1996), and also the
shifting emphasis in the fundamentals of societal relations, from collective relations to an
almost triumphant individualism.

The very last point has been the subject of considerable debate on what has been
termed as the ‘decline of collectivism’(e.g. Brown, 1990), and subsequently the idea that
unions need to move towards a more ‘service-oriented’ type of unionism to accommodate
these changes (see for example Bassett and Cave, 1993). In a way, this debate directs
attention to existing or potential union members and their attitudes towards trade
unionism, precisely because of its emphasis on collective principles and values, as well as
collective methods of representation and action. While contextual factors such as changes
in employment structures and internationalisation of capital, are outside the trade unions’
span of control, the attitudes of its membership are well within reach and could be
influenced. Even if a growing culture of individualism is in the making, that does not
necessarily mean the end of collecitivism. It might be that collectivism needs to be
redefined in such a way as to incorporate the increasing diversity, but it is by no means a
romantic notion of the past. Behavioural manifestations of persistent collectivist attitudes,
disputing the ‘decline of collectivism’ thesis are to be found in recent examples of large-
scale, worker-initiated protest such as the demonstrations in France and Germany as a
result of the government’s proposed cuts in public spending.

In the context of labour organisations then, member attitudes can be influenced in
a process of transforming individual members into collective actors. This is the main
underlying premise of the current approach, which proposes that mobilization should be
defined in a wider sense, outside the confines of individual mobilization campaigns as the

‘continuous process of transforming individuals into collective actors’. Such an approach



acknowledges: (i) the critical importance of members within labour organisations, and (ii)
the need for labour organisations to consciously direct efforts towards generating a
sustainable collective base, rather than inferring its probable existence from instances of
collective action. Such a collective base can only be constructed if trade unions actively
engage resources in educating members and in consistently exposing and reinforcing the
principles on which trade unionism is founded. As has been argued above, the proposed
approach presupposes the belief that membership is a critical resource, and a genuine
power base for trade unions. However, this is not always accepted to be the case. Visser

(1994) cites the view of the French sociologist Rosanvallon, who argues that:

The role and influence of trade unions derives more from their institutional status, and less and
less from their sociological quality. Membership does not manifest itself directly as a means of
Strengthening trade unionism. Thrust from fellow workers, and support from the law seem
sufficient for a small number of militants to play their role as interlocutors of company

management. (Rosanvallon, 1988: 39-40)

Nevertheless, Visser (1994) himself believes that membership is a critical resource, and
highlights the idea that even the ability of trade unions to successfully mobilise their
membership for collective action, can be significantly undermined when union leaders have
estranged themselves from their following, citing Britain in the early 1980’s as an example,
or when membership is forced upon members as in the case of Eastern Europe before
1989. He goes on to argue that any such attempts will certainly fail when “...unions have
no members or have not accumulated trust and resources which can be offered as selective
incentives to members in order to influence workers’ decisions to come out on strike or go
back to work”. It should also be noted however, that although the question of membership
might be naively reduced to one of size, that does not necessarily reveal the extent to
which members are supportive of their organisation and its values, and the extent to which
they favour collective forms of representation and action, and thus the union’s
mobilization capacity. As Pontusson (1992) points out, “In France or Italy, belonging to a
union tends to imply a fairly high level of commitment and activism. This is less true of

Sweden, where virtually everyone belongs to a union”(ibid.:11). So, membership data do



not necessarily reflect the power resources and the mobilization capacity of unions for
collective action.

The current approach to mobilization utilises the contributions made by existing
literature on social movements, as well as the psychological literature on union
participation. It is argued that by considering different perspectives from different strands
of literature one is able to enrich the conceptual basis on which one’s theoretical
framework is to be constructed. It is then hereby advocated that one could potentially
benefit enormously from reviewing a range of intellectual solutions to conceptual
problems put forward by different disciplines, in gaining a deeper understanding of
challenging theoretical issues.

As has been argued earlier, this thesis also attempts to avoid a descriptive
approach to mobilization, and so the need to introduce a quantitative element into
developing the proposed framework directed me to the literature on trade union
participation, and the debate between actual participation and the intention to participate.
Given mobilization has been defined as the ‘process of transforming individuals into
collective actors’, the outcome of such a process will be the intention (willingness) to
participate in union activities. The rationale for employing the intention to participate as
the outcome of the mobilization process is discussed in the ensuing chapters.

Visser (1994) cited above, briefly touches upon the importance of leadership
within a trade union setting, in maintaining a favourable climate towards the union
amongst members. At the same time, existing literature on mobilization consistently refers
to the importance of leaders as agents of the process, although the effects of leadership on
mobilization have rarely been theorised (see Klandermans, 1989c and Marwell and Oliver,
1993 for rare exceptions). Subsequently, a model of mobilization needs to incorporate a
leadership component, to enable an assessment of the leaders’ contribution to the success
of a mobilization process. A fruitful basis for gaining theoretical and empirical insights into
the leadership process is provided by the vast leadership literature. A long-standing
fascination with the idea of leadership has led to the development of a number of
theoretical approaches that have been employed for its study (e.g. Fiedler, 1967, House
1971; Vroom and Yetton, 1973; Burns, 1978; Bass, 1985). However, despite substantial



empirical work using the approaches mentioned above within commercial organisations,
the applicability of such approaches in the case of labour organisations has only rarely
been considered. As Fullagar et al. (1992) have indicated, “...since Stagner and Rosen’s
(1956) suggestions concerning the suitability of leadership theory to labour organisations,
little empirical endeavour has been undertaken to investigate the effects of the leadership
behaviours of union officers”.

The vast majority of union leadership research has focused on “...the role of the
union leader rather than the behaviours required for successful performance of that role”
(Barling et al,, 1992). However, existing research on the behavioural aspects of local
leaders (stewards) supports the view that the local leader’s behaviour is vital for fostering
positive attitudes towards the union (e.g. Kahn and Tannenbaum, 1954; Clark, 1986;
Thacker et al., 1990), as well as for translating such attitudes or members’ favourable
disposition to participation in union activities, into actual participation (e.g. Nicholson et
al., 1981). More recent research has focused on “...the process of attitude formation and
the way in which attitudes towards the union are shaped” (Fullagar et al., 1994) by
investigating the impact of union socialisation on early attitudes towards the union, as well
as union participation (Fullagar et al., 1992; Fullagar et al., 1994; Fullagar et al., 1995).
The leadership characteristics of the socialising agent were also explored in two of the
studies mentioned, and were found to be important for influencing union socialisation
(Fullagar et al., 1992; Fullagar et al., 1994) as well as general attitudes towards organised
labour (Fullagar et al., 1992).

The current approach to mobilization employs both traditional, as well as more
recent approaches to leadership behaviour, such as Bass’s (1985) transformational
leadership theory, so that their individual and combined contribution within a mobilization
context can be adequately addressed. It is also argued that increasing interaction with
leaders, as part of the process of transforming individuals into collective actors would
allow one to more clearly assess members’ perceptions of their leaders.

As far as the choice of setting for carrying out the current research project is
concerned, the public corporate sector in Cyprus appeared particularly attractive for a

number of reasons. First, it is a highly unionised setting, which might appear to suggest a



strong power base. However, it should be noted that union membership in Cyprus, and
especially in the public corporate sector as well as the broad public sector, resembles the
case of Sweden and the Netherlands, where almost everybody is a union member. It does
not necessarily reflect high levels of activism and participation in the union; rather, union
membership is regarded as an inevitable fact of one’s working experience. At the same
time, as strike incidence in the public corporate sector remains at low levels in contrast
with other sectors, no inference can be drawn regarding members’ attitudes towards the
union and collective forms of representation and action, as well as leaders’ influence upon
members. Second, the overwhelming majority of the workforce in the organisations of the
public corporate sector are white-collar staff, who constitute an expanding employment
group. The interest also lies in the fact that this sector attracts a large number of young
university graduates, detached from past traditions, and firmly seeking both professional
advancement and personal growth as part of their employment experience. Therefore, the
psychology of individuals in these organisations, and the implications it might have on the
dynamics of their relationship with their unions is of particular importance. Third, the size
of the setting posed as an opportunity, since it would allow one to conduct a relatively
large-scale research project within the existing resource constraints. Finally, this is a highly

under-researched setting in industrial relations issues.

The thesis is structured as follows: Chapter 1 is a background chapter on the industrial
relations system in Cyprus, whereby it is attempted not simply to provide a descriptive
account of the system and its institutions, but also construct an argument around the
weaknesses of the present system, the challenges it faces in the near future, and possible
responses to such challenges. Essentially, it is argued that the developments in recent years
in the industrial relations scene, appear to suggest a crisis in the tradition of ‘voluntary
tripartism’. It is also argued that one of the inherent pitfalls of the system, which has not
been sufficiently emphasised is its inability to encourage and promote direct co-operation
between the two main parties in the system, employers and trade unions. The thesis put
forward then, focuses on introducing a neocorporatist dynamic or ‘bargained corporatism’

(Crouch, 1993) into the system. It is argued that to facilitate such an initiative, local



structures should be incorporated in an otherwise centralised system of negotiations. This
would take into account the increasing heterogeneity characterising economic activity, by
rendering the system more flexible and more effective to deal with issues pertaining to
individual employers and (or) groups of employers, and by promoting and enabling direct
co-operation between employers and trade unions.

Chapter 2 is devoted to reviewing the available literature on mobilization and
leadership, in an attempt to illustrate and justify the need for the proposed approach to
mobilization. Review of existing approaches to mobilization and collective action, reveals
that this issue has been confined to studying individual mobilization campaigns, in pursuit
of specific, desired outcomes, attempting to obtain support and motivate individuals for
collective action. It is therefore proposed that an alternative approach to mobilization
should allow one to assess the level of support of the organisation itself; its principles and
values, rather than support for individual outcomes, and as such mobilization is
conceptualised as the continuous process of transforming individuals into collective
actors. As part of this process, one is then able to assess the role of leaders as ‘mobilising
agents’ in maintaining an environment conducive to mobilization, and inducing willingness
to participate in trade union activities, the outcome of the mobilization process. Attention
is then directed to the role of leaders in the mobilization process, a relatively neglected
research area as evident from the literature review, while it is argued that the emphasis on
willingness to participate within a mobilization setting provides the opportunity to
distinguish it from actual participation and examine its antecedents. It should be noted that
review of the literature is not exclusively confined to this chapter. Studies regarded as
particularly relevant in facilitating the construction of the theoretical arguments underlying
the relationships in the proposed model, are reviewed in more detail in the appropriate
sections.

Chapter 3 follows on from chapter 2, to fully develop what is termed as the ‘group
approach’ to mobilization. This approach emerges from considering both the individual,
and the context in which individual choices and decisions are made. It is argued that
individuals are mobilised on the basis of their social identity, and that individual-level

responses are a result of group affiliations and a product of group influence. The



theoretical relationships and arguments underlying the main components of the proposed
approach- leader behaviour, member attitudes and willingness to participate- are
discussed. The emerging research propositions focus on the influence of leader behaviour
on both member attitudes and willingness to participate, as well as the impact of member
attitudes on willingness to participate.

Chapter 4 provides a description of the setting and the participants in the study,
presents the structure and contents of the questionnaire employed, as well as the interview
schedule used to conduct a series of interviews with union representatives and officials. As
part of the description of the setting, trade unions represented in the study are classified
according to their identity and structural features, which generates two dichotomies of
union type. This chapter also presents and discusses the initial treatment of interview data,
whereby a sample of union representatives and officials responded to the questions
comprising the interview schedule developed for the present study. In turn, a set of
categories representing leader attitudes and behaviours is extracted from the data, and a
typology of leader behaviour is developed to explore individual differences between
leaders, as well as to enable inter-union comparisons of leader behaviour. Also, the
procedures employed as part of the data collection process are outlined and briefly
discussed.

Chapters 5 and 6 present the analysis and findings of the study. As leader
behaviour constitutes an important factor of the mobilization process, chapter 5 addresses
the issue of inter-union comparisons of leader behaviour, using the union type dichotomies
mentioned above. Also, the association between leader behaviour and member perceptions
of leader behaviour- one of the main components of the mobilization model- is also
examined. The findings support the idea that union type influences the observed patterns
of leader behaviour within different unions, while leader behaviour emerges as a
potentially significant factor in shaping member perceptions of leader behaviour. The
determining influence of leader behaviour continues in chapter 6, where the propositions
underlying the mobilization model are tested. Member perceptions of leader behaviour
emerge as important predictors of both member attitudes and willingness to participate.

Also, the most significant attitudinal predictors of willingness to participate are identified.



Chapter 7 reviews the findings and considers them in the context of existing
research, while Chapter 8 discusses the study’s implications for current theory and
practice, and makes recommendations for future research. The study’s implications for

industrial relations in the public corporate sector are also discussed.



Chapter 1  Industrial Relations in Cyprus: The ‘Voluntarist’ Tradition'

The aim of this chapter is not merely to provide a descriptive account of the
industrial relations framework and institutions, but also to present an assessment of the
existing system as it has evolved over a thirty-year period, evaluate the current situation,
and argue in favour of a slightly modified arrangement between the three partners in the
system that could provide a more solid and stable basis for the future industrial relations

scene.

1.1 The socio-economic context and the labour market: past and present

The ‘voluntary tripartism’ idea has featured as the dominant characteristic of the
industrial relations system in Cyprus throughout its relatively short history. It could be
argued that such a system of tripartite co-operation was regarded as the only possible
means of achieving economic and industrial development, both in the post-independence
period as well as in the afiermath of the 1974 Turkish invasion.

In this section, a review of the economic and political conditions which serve as
the backdrop of the industrial relations system in Cyprus will be presented, with the
principal aim of setting the scene for discussing the development and maturity of the
system in the next section.

Following independence from Britain in 1960, the newly formed Government of
Cyprus inherited an economy which exhibited most of the symptoms of
underdevelopment, with agriculture as the dominant sector accounting for 16 per cent of
GDP and 45 per cent of gainful employment®. Unemployment was high, underemployment
was widespread and mass emigration was taking place, while financial capital was also
flowing out of the country.

In this climate of uncertainty and instability the government adopted the basic
principles of indicative planning with a view to achieving ‘rapid economic and social

development, while maintaining conditions of external and internal economic stability’.

! Due to the scarcity of both literature and research on Cypriot industrial relations, it became necessary to rely to a
large extent on qualitative material, such as interviews, for supporting the arguments put forward in this chapter.

% Source: Statistical Abstract (1994), Department of Statistics and Research, Ministry of Finance.

bid., p.4 .
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With an emphasis on private initiative as the basic motivating force of the economy, and
the state as the facilitator of the process, creating the necessary physical and social
infrastructure, a stable and favourable economic environment, guiding the private sector
and administering social policy, two successive Five-Year Development Plans were
implemented which resulted in rapid economic growth. Agricultural production doubled,
while industrial production and exports of goods and services more than trebled, with
tourism the main foreign exchange earner. ‘Between 1961-73, Gross Domestic Product
grew at an average annual rate of around 7 per cent in real terms. Earnings of employees
more than doubled in real terms, while unemployment was negligible, and in fact it could
be said that the late sixties and early seventies were characterised by conditions of full
employment’.*

This surge of economic expansion, however, was abruptly halted by the 1974
invasion which also considerably altered the demographic character of the island. As
Neocleous (1992) notes, almost all of the 43,000 Turkish Cypriots who lived in the free
part of the republic were subsequently moved to the occupied north, whilst in addition a
fair number of illegal settlers from Turkey inhabited the occupied area during the
following years. At the same time, mass migration of Greek Cypriots occurred, whilst
more than 200,000 Greek Cypriots- a third of the country’s population and about 40 per
cent of the Greek Cypriot population- became refugees in their own country.’

A severe blow to the economy was the occupation of 40 per cent of the territory
of Cyprus which was also the country’s most developed and productive part. This area
accounted for 70 per cent of productive potential® with important sources of raw
materials, the bulk of industry, a heavy concentration of tourist facilities and infrastructural
investment. The size of the economic catastrophe was reflected in the unemployment
figure for the latter part of 1974 which averaged 30 per cent of the economically active
population’, as well as in the sharp decrease of the country’s GDP which in 1975 was 33

per cent below the level of 1973 in real terms.®

“Ibid., p.5.

3 See Theophanous (1988), p.132.

¢ Statistical Abstract (1994), Department of Statistics and Research, Ministry of Finance, p.5.

7 Source: Labour Statistics (1994), Department of Statistics and Research, Ministry of Finance.

¥ Source: Statistical Abstract (1994), Department of Statistics and Research, Ministry of Finance.
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Under these conditions, it was imperative not only to implement measures which
would lay solid foundations for economic recovery, but also perhaps most importantly, to
provide temporary relief to the displaced and the needy to meet their basic subsistence
needs. During the period 1974-1981, three Emergency Economic Action Plans were
designed and implemented with considerable success. As a result, the economy moved
from conditions of massive unemployment, relatively low savings and investment, to
exhibiting an impressive rate of growth over this period, averaging approximately 10 per
cent per annum in real terms, restoring conditions of full employment by 1978 and
achieving an unemployment rate of 2.6 per cent by 1981.°

The success of this economic recovery process, as well as the ensuing development
and growth has been described by observers as an ‘economic miracle’.’® A number of
favourable exogenous factors have been frequently cited as contributing to the restoration
of the economy, such as the booming Arab markets, the Lebanese crisis of 1975, high
international market prices for some of the major agricultural products, as well as foreign
aid which helped bridge the financing gap. However, internally, effective government
policy, co-operation between government, employers and trade unions, and agreement on
a virtual wage freeze as well as the establishment of special dispute settlement procedures
to maintain the number of disputes as well as the number of mandays lost at low levels,"
the entrepreneurial instinct and ability, which exploited the arising export opportunities,
along with the diligence, determination, self-sacrifice and hard work of the people, have
been cited to have formed the basis for economic recovery.

Since the early eighties, Cyprus has managed to sustain an overall successful
economic performance record, with low levels of unemployment and satisfactory growth
rates. For the period 1982-86 an average real growth rate of 6 per cent per annum was
attained, with the period 1989-93 surpassing the S per cent target and reaching an average
growth rate of 5.5 per cent. Unemployment in 1995 fell to 2.6 per cent from 2.7 per cent
in 1994 (appendix A, table A1) and inflation fell to 4.7 per cent in 1994 from 4.9 per cent
in 1993, and further to 2.6 in 1995 (appendix A, table A2), the largest decrease in recent

® Ibid.
1% See Christodoulou (1992); Theophanous (1991).
' See Neocleous (1992).
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years. The standard of living of the population exhibited sustained improvement since the
early eighties, with national income per capita increasing considerably from $2823 in 1978
to $11812 in 1992, a level that places Cyprus ahead of other European countries.'?

Overall, the total labour force in Cyprus amounted to 272,000 in 19947, after a
stagnation observed in 1993, out of a population of 633,900." Over the years,
development of and reliance on the services sector, especially tourism, has increased, with
workers in the tertiary sector reaching 62.8 per cent of the gainfully employed, as
compared with 25.9 per cent and 11.3 per cent in the secondary and primary sector
respectively by 1994 (appendix A, table A3)."” The broad public sector is also very
important, consisting of general government, the local authorities and semi-government
organisations'é, accounting for 18 per cent of the gainfully employed in 1995 (appendix A,
table AS).

Despite the overall positive outlook of the Cypriot economy, a slow-down in
economic growth was observed in the early 1990’s as compared to the 1980’s. According
to the International Monetary Fund (IMF) report on Cyprus (1995), following a strong
recovery from the effects of the Gulf war in 1992, GDP growth decelerated in 1993 to its
lowest level. This was mainly attributed to a significant drop in tourist arrivals associated
with the recession in Europe and with losses in cost competitiveness.

The problem of the gradual erosion of competitiveness has been repeatedly
emphasised in recent years, particularly in relation to the manufacturing industry."” Low
productivity, inadequate technology, lack of proper management of enterprise are only
some of the factors cited as reasons for the inability of this sector to compete both in the

European Union and internationally. However, what has also been regarded as worthy of

12 Archival data, Department of Statistics and Research, Ministry of Finance.

13 Source: Labour Statistics op cit.

14 Source: Statistical Abstract op cit.

13 The Primary sector consists of Agriculture, Forestry, Fishing and Mining and Quarrying; the Secondary sector
consists of Manufacturing, Electricity, Gas and Water and Construction; the Tertiary sector consists of Trade,
Restaurants and Hotels, Transport, Storage and Communication, Financing, Insurance, Real Estate and Business
Services, and Community, Social and Personal Services.

16 Semi-government organisations are set-up by special law and their capital is either provided or guaranteed by the
government. The government also exercises general financial and administrative control over them mainly through
approving their annual budgets before they are submitted to the House of Representatives and gives grants to most of
them. Other examples of semi-government organisations are the Cyprus Ports Authority, the Water Boards, the
Tourism Organisation, Industrial Training Authority and the Agricultural Marketing Boards.
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careful consideration is changes in inflation rates and unit labour costs, as contributing
factors to loss in competitiveness. In this context, the importance of the ‘social dialogue’
on productivity and the system of wage indexation between the actors in the system has
been highlighted, in the attempt to improve competitiveness and in facilitating efforts to
increase productivity.'®

Also, according to the IMF (1995) report in an assessment of labour market
flexibility in Cyprus, it was argued that although in many respects the labour market in
Cyprus is substantially more flexible than in other economies, one possible source of
rigidity can be identified: wage indexation- particularly in combination with the long
duration of wage contracts in some sectors. The argument emphasised the role of wage
indexation in lowering labour market flexibility and further raised concerns that this
rigidity may impede the economy’s ability to respond to ‘negative shocks in the more
volatile environment’ of the 1990°s’.

The above shortcomings of the Cypriot economy should be considered in light of
prospective full membership of the European Union. Such issues need to be addressed
effectively in order to bridge the gap even further, between Cyprus and other European
member states, so as to enhance Cyprus’ bargaining power in negotiating full membership.

Since Cyprus applied for full membership in 1990, the pressure has been mounting
for implementing policies that would enable Cyprus to successfully meet the criteria for
accession to the EU. In the government’s Strategic Development Plan covering the period
1994-1998, the major objectives were the restructuring and modernisation of the Cyprus
economy in order to successfully face existing challenges, as well as preparing the
accession of Cyprus to the EU.

So, having presented the setting in which the industrial relations system developed
and matured, the next section will discuss this evolutionary process of the institutions and
actors within the system, as well as their interaction up until the present day. A response

to future challenges will also be discussed.

17 See Theophanous (1995); Speech by the Minister of Finance before the House of Representatives on the 1995
Budgets, 22.12.1994, Ministry of Finance; Report for Industry (1993).

18 Speech by the Minister of Finance before the House of Representatives on the 1995 Budgets, 22.12.94, Ministry of
Finance.
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1.2 The ‘Cypriot Model’ of industrial relations: ‘Voluntary Tripartism’

A voluntarist tradition, limited state regulation and tripartite negotiations have
persisted as the main characteristics of the industrial relations system in Cyprus from the
post-independence period up until the present day. It could be argued that such a system
bares similarities with particularly the Swedish variant of the ‘Nordic Mode!l’ of industrial
relations which had long been distinguished by remarkably limited state regulation, at least
up until the 1970’s. Neither collective agreements nor codes of conduct are legally
binding. According to Neocleous (1992) voluntarism has a dual meaning; on the one hand,
it refers to the voluntary enforcement of norms, and on the other hand, it refers to a
practice of extensive and thorough consultation prior to legislating.

In the case of Cyprus, the founding core of such a system of voluntary co-
operation appears to have been the overarching goal of economic recovery and expansion,
in the troubled years of both the post-independence period as well as the period after the
1974 Turkish invasion. The perceived need for the ‘parties’ to foster labour peace, as well
as preserve stability in industrial relations were the two main aspects of such a goal. It
could be argued that this tripartite philosophy of industrial relations, a form of ‘societal
corporatism’(Schmitter,1981), where the actors in the system are not subordinate to the
state, but are allowed some freedom of manoeuvre under a system of voluntary co-
operation, was considered to be the best recipe for growth. Industrial action was
institutionalised, but remained free from legislation, whilst at the same time employers and
unions could count on government intervention- largely through mediation- to facilitate
dispute resolution. Also, in light of rapid union growth and increasing union power, with
weak employer associations, the government felt that there was a need for a system which
would act to counterbalance union power and strengthen the employers’ position so as to
achieve a balance of power between the actors.’” This would allow recovery and growth
to proceed unhindered along the basic principles of tripartite co-operation. The state
would assume the limited role of (a) encouraging and promoting unionisation, (b)
facilitator in the procedures for dispute resolution and (c) maintaining a balance of power

between employers and trade unions. An additional reason why the government might

19 Material obtained from the Ministry of Labour, on the system of tripartite co-operation and collective negotiations.
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have favoured the path of ‘self-regulation’ as opposed to ‘state regulation’® in industrial
relations- although this has not been explicitly cited as a reason for the government’s
choice- is the idea that union members would be more likely to accept labour peace and
wage restraint if the unions preserved a degree of autonomy.*
The significance attributed to preserving this system is demonstrated in Slocum
(1972):
“Since Cyprus attained its independence in 1960, one of the basic tenets of its philosophy of
labour relations has been that all major proposals of the Ministry of Labour and Social
Insurance shall follow tripartite discussions of labour, employers, and government and that to
the extent possible under the laws of the Republic, tripartite bodies shall be used in the execution
of these programs. Adherence to this policy has been strict, even at the cost of hundreds of man

hours for Ministry officials, and scarcely an activity of the Ministry is without its tripartite

board, committee, or council” (ibid.:54).

It is generally accepted that the existing industrial relations system characterised by
tripartite co-operation, has proved satisfactory and has contributed significantly to
economic recovery and growth and to the rising living standards of all social groups, while
also maintaining low levels of industrial conflict, as illustrated by the number of work
stoppages in the economy, and the number of workdays lost.*? Nevertheless, it should be
noted that by 1992 the number of disputes reaching the Ministry of Labour for mediation
had increased substantially”, demonstrating the need for government intervention in
resolving labour disputes.

In view of the worsening economic conditions especially since the early 1990’s, the
climate of co-operation between unions and employers has been substantially undermined,
with relations between the two actors becoming highly antagonistic. Feelings of suspicion
and uneasiness begun to dominate the industrial relations scene, especially after the rise of

the conservative government to power in 1992.* The government brought to the fore a

2 Kjellberg (1992) refers to the idea of “self- regulation’ and “state regulation’ in the case of industrial relations in
Sweden.

2! Another reason cited for the government’s choice is the mentality of the Cypriots and their attitude towards
legalisation (Slocum, 1972).

22 See Neocleous (1992).

B bid.

2 Interviews with union officials, March 1995 (see appendix C.5). Union officials perceived a potential implicit
“alliance” between employers and the conservative government, to curb union power.
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number of issues it felt should be addressed in order to deal with the structural weaknesses
of the Cypriot economy, if the ‘economic miracle’ of the post-1974 period was to be
sustained.

A process of negotiation and dialogue was initiated in the latter part of 1994,
between employers and unions, under the auspices of the state, referred to as the ‘Social
Dialogue’, whose agenda consisted of two major issues, the system of wage indexation
and productivity. The state also participated in this process due to its identity as employer.
At the same time, the government appeared supportive of privatisation of organisations in
the public corporate sector, as a route to combating inefficiency and institutional rigidity ,
but also in light of prospective European Union membership, indicating the need to
liberalise the Cypriot economy. An additional issue still occupying the industrial relations
arena is a recent parliamentary bill on the regulation of strikes in essential services.”” These
issues are being debated with no concrete outcomes as yet.

The labour movement has advocated strong feelings against any privatisation
attempts in the public corporate sector, as well as state regulation of strikes in essential
services, deemed as unnecessary in light of the low levels of strike incidence in this area.
As far as the issue of wage indexation is concerned, the degree of opposition varies but
there has been an overall support for the idea that it is unthinkable that the system should
be abandoned, since it is the most treasured achievement of the labour movement and has
secured a decent standard of living for the working population since its introduction in
1941.% At the same time, it has been argued that any attempts to modify the system
warrant caution and careful consideration, so as to avoid drastic changes that could cause

the system to fall into disuse.” Employers on the other hand, argue that in light of the

% The bill defines an essential service as “any service the uninterrupted operation of which is necessary for the
protection of the Republic or constitutional order or public order, or public safety or the maintenance of the supplies
and services necessary for the life of the people, or the protection of the constitutionally guaranteed rights and
freedoms of any person”. Such services have been argued to be electricity, telecommunication and radio-
telecommunications, air transport, operation of ports, prisons, customs, public hospitals and medical institutions, the
operation of the sewerage system etc.

% The cost of living allowance (COLA) which has guaranteed full indexation of wages to the CPI for decades, was
first introduced as a war bonus to civil servants in 1941 and became a regular part of their remuneration in 1944. In
1947 the COLA was granted to employees in the construction sector, and in 1951 it was extended to cover all
employees.

77 Interviews with union officials (see appendix C.5), March 1995.
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losses in competitiveness changes are imminent since the existing system leads to increases
in labour costs and thus the worsening of competitiveness.?

Evidently, the long-standing tradition of tripartism and voluntarism is currently
undergoing a trial period and an endurance test. The existing industrial relations climate
generates questions as to the ability of the system to respond effectively to shifts in the
balance of power between the actors within it, more so whether this is perceived to be the
case by the actors themselves and of course, whether voluntary co-operation is
acknowledged as a win-win situation by all interested parties. There is no doubt that the
parties feel that since the system has served them well for over three decades, there is no
reason why it shouldn’t continue to do so0.”” However, the fact that the system has been
operating within ‘protective walls’, challenges the view that it can operate as effectively
within a more liberal, volatile environment, under the pressures of international
competition. It could also be argued that conditions of full employment and thus a tight
labour market, have so far provided the unions with additional bargaining leverage.

Institutional adjustments will gradually have to be made, for reasons mentioned
above, and the question is whether the resulting power potential of the different parties
can be employed in such a way as to serve as the basis for a new era of ‘tripartism’ with
the overarching goal of achieving further development and successfully responding to
future challenges. According to Theophanous (1994b), what should be aimed at is a social
contract to be brought about through the ‘tripartite’ mechanism, with open negotiations
between the unions, the employers’ associations and the government. Whether such an
approach will be successful however, also depends on the main actors’-unions and
employers- willingness to review their position and their policies in the challenging context
of the 1990’s, firstly in an attempt to identify potential shortcomings that need to be dealt
with, and secondly in an attempt to reconcile their own specific demands with the wider
objectives. Despite recent attempts by the government to regulate aspects of the system, it
is unlikely that increasing legalisation will become the norm. In addition to reasons cited

above, it could also be argued that jeopardising industrial peace and stability in industrial

% Interviews with representatives of employer associations and industrialists (see appendix C.5), March 1995.
¥ Interviews with union officials, representatives of employer associations, and industrialists (see appendix C.5),
March 1995.
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relations under the existing socio-economic conditions would severely penalise further
development.

An indication of the preferred choices by employers and unions can be obtained
through an overview of the existing trade union and employer associations, their
interaction since the establishment of a formal system of industrial relations in 1962, and
an assessment of the rationale behind a ‘corporatist’ arrangement for the future. This will
serve as a basis for identifying the main challenges facing these parties, especially in light

of the prospect of European Union membership.

1.2.1 Trade unions and employer associations: development, prospects and the

dynamic of co-operation

As indicated earlier, the history of industrial relations in Cyprus is relatively short-
lived, partly due to successive foreign occupation and partly due to the lack of favourable
socio-economic conditions for the development of industrial relations institutions.
According to Neocleous (1992), in 1931, a census year, there were 134,000 gainfully
employed, occupied in agriculture, traditional crafts and industry, with only about 15,000
or 11 per cent termed as ‘workers’. These were employed by master craftsmen or worked
as seasonal agricultural labour on small farms.

In the absence of a ‘genuine’ working class, there was no real attempt at forming a
workers’ association until 1918,* with the formation of the Limassol Masons Trade
Union. What followed a few years later in 1924, was an attempt by a group of civil
servants to form a ‘professional association’, which although it did not prove fruitful a
second attempt was made, and in January 1931 the first constitution was approved.”
However, associations of this type were not regarded favourably by the British authorities,
and so in 1931 they were declared illegal.

Following a 1932 Trade Union Law which recognised trade unions but granted
them no rights, a total of 46 unions were formed by 1939 (Neocleous, 1992) with 2,544

registered members, although the growth of unionism proceeded in a slow pace. This has

¥ According to Neocleous (1992) workers® clubs did appear as early as 1910, although these were often set up by
politicians during elections and therefore did not last very long.
3! As documented by Kontolemis (1994).
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been attributed to the absence of a strong working class and a tradition of activism,
inexperienced organisers, the ideological prejudice against trade unionism(i.e. anti-
communism®) and the general economic gloom of the 1930’s. Rapid union growth
occurred during World War II, when the colonial government embarked on a progressive
policy towards trade unionism, with the establishment for the first time of a Labour
Department, in 1941 and the enactment of labour legislation. This included the Trade
Unions and Trade Disputes Law, legislation on minimum wages, working conditions, such
as weekly hours of work, conciliation and arbitration mechanisms etc. The number of
registered trade unions increased from 46 in 1939 to 143 in 1945 (Slocum, 1972). A co-
ordinating union body, the Pancyprian Trade Union Committee (PTUC), an all-
encompassing organisation, was established in 1941, but a political split gave way to the
emergence of ‘New Unions’, which formed their own co-ordinating body, the Cyprus
Workers’ Confederation (SEK) in 1944, whilst the Turkish Trade Union Confederation
was also formed during the same period. The Cyprus Civil Servants’ Union was also
founded in 1946, but was not officially registered until 1966.*

In the post-war period up until independence in 1960, the labour movement
developed into an influential force, comprising 50 per cent of the workforce at the time
(Neocleous, 1992). This period saw the formation of a number of public sector unions, as
well as a number of independent unions in the public corporate sector which later on
founded the Federation of Independent Trade Unions (OHO) that subsequently joined the
Cyprus Workers’ Confederation.

Another notable feature of this period is the formation of the Labour Advisory
Board (LAB), a tripartite, non-statutory body in 1948. It was responsible for studying
labour relations, advising and offering guidance for the promotion of industrial peace, and
proposing labour legislation. It has been argued that the formation of the LAB signalled a

change in policy on the part of both employers and government towards trade unions,

*2 Trade unionism was associated with communism in many peoples’ minds, especially with the formation a
Communist party in 1926.
33 Christodoulou (1992), p.35.
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from one of suppression at the earlier stages, and tolerance later on, to one of full
recognition and co-operation.*

Cyprus can be regarded as fairly highly unionised by international standards. Figure
Bl(appendix B) shows unionisation patterns, as well as collective bargaining coverage
rates, in seventeen OECD countries (1990) and Cyprus (1994). The figure reveals how
Cyprus compares favourably with the highly unionised Scandinavian countries, especially
Sweden, having the second highest union density rate overall. Over a ten year period, from
1984 to 1994, trade union density fell from 86 per cent to 76 per cent, a small but stable
decline, although in the public sector it still rests as high as 96 per cent.*

The two largest confederations are the Pancyprian Federation of Labour (PEO),
the former PTUC, which is of leftist orientations, and the Cyprus Workers’ Confederation
(SEK), which adheres to a social democratic ideology. Both PEO and SEK organise
employees in the private sector, local authorities, manual workers in the public sector and
also employees in organisations of the public corporate sector, such as the large public
utilities, e.g. the Cyprus Broadcasting Corporation, the Cyprus Telecommunications
Authority, the Electricity Authority, the Water Boards, the Cyprus Broadcasting
Corporation, although in this sector SEK covers the majority of employees. Additional
national union centres in the private sector, although much smaller in size, are the socialist
Democratic Labour Federation of Cyprus (DEOK) and the Pancypﬁan Organisation of
Independent Trade Unions (POAS). Other unions, not affiliated to national centres are the
Cyprus Civil Servants’ Union (PASYDY), the Teachers’ Unions (POED and OELMEK),
and the only trade union of bank employees (ETYK). There’s also a handful of
occupational unions which do not belong to any of the national centres.

Non-affiliated unions such as the public sector unions, the bank employees union,
as well as the airline pilots and flight engineers union, and the electricity professional
employees union, comprise of tightly-knit, well-paid and privileged groups of employees,

which are closer to the established decision centres and are thus strong enough to even at

3 From material presented at a series of seminars of the Institute of Labour Administration’s Training Program
(1990).

% Source: Registrar of Trade Unions, Ministry of Labour and Social Insurance. Trade union density refers to the
number of trade union members as a percentage of wage and salary-earners.
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times pursue their corporate interests without seeking the support of or showing solidarity
with other workers.*

Despite established communication channels with the rank-and-file, workplace
structures are weak and decision making is confined to the higher levels of the union
hierarchy. Workplace representatives are insufficiently trained to deal with workplace
issues, which is probably why they are reluctant to take on responsibility, resulting in
limited autonomy and influence on the shop floor.”” They have no negotiating powers, and
their role is confined to informing the full time officers, in the case of the private sector, of
problems at the workplace. Local union representatives are not full time officers, but are
individuals employed by the organisation or enterprise, who voluntarily agree to undertake
this role.®® Unions are organised mainly at industry level, and each union is affiliated to a
peak organisation, a federation or confederation.*® According to Kontolemis (1994), a
limiting factor to the development of unions at firm level has been the distribution of
employees across establishments. In 1995 for example, around 70 per cent of all
employees were engaged in establishments of less than 50 employees, and 30 per cent in
establishments of less than five employees.®® Such ratios have persisted throughout the
post-invasion period, that is approximately since 1976. Naturally then, a much stronger
mobilising base has been created at the industry level, as compared to the firm level, also
due to the predominant industry-wide character of collective bargaining.

On the basis of a distinction made in the literature between ‘centralised’ and
‘articulated’ labour organisations, one could characterise the peak organisations in Cyprus
as more ‘centralised’ than ‘articulated’. Although Crouch (1994) confines himself to the
use of the term ‘centralised’ to describe structures where power is concentrated in the
hands of a central leadership, with a passive membership, the term ‘centralised’ could also
be used to refer to insufficient organisation on the shop floor, which impedes the

transformation of a potentially active membership to an active one, and subsequently to an

% See Christodoulou (1992). Although, the Public Servants’ Union (PASYDY), along with PEO and SEK have co-
operated in some instances in pursuit of important shared goals, e.g. defending the system of wage indexation in the
late 1980’s.

%7 This information mainly concerns the two main peak organisations, PEO and SEK.

3 Interviews with union officials and representatives (see appendix C.5), November/December 1995.

¥ With the exception of the unaffiliated unions in the public and broad public sector.

“ Source: Labour Statistics (1995).
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active shop floor movement. In the case of Cyprus, any reaction from the members to the
existing centralised system of authority lacks the dynamics of translating itself into a co-
ordinated shop floor movement.

The labour movement has been and still is ideologically fragmented, with peak
organisations being associated with different political parties. The only unions that have
managed to distance themselves from the political arena are the public sector unions, and
the banking employees union. Specifically, the banking employees union (ETYK) managed
to impose a ‘closed shop’ in this sector, something which no other organisation was able
to do. The political character of the labour movement is undeniably a product of its party
affiliations and its active involvement in the main historical outbreaks that marked the
island, prior to independence as well as in the post- independence period. Nevertheless,
ideological differences aside, the main peak organisations have co-operated in various
instances over the years on issues of concern for the whole of the labour movement®,
although the degree of co-operation varies in different sectors. Still, an element of ‘inter-
union rivalry’ has always existed between the main national centres in the private sector,*
with the phenomenon also extending to sectors or organisations where other unions have
managed to gain presence.”® This issue will be discussed further in a later section
concerned with the development and state of institutions in the public corporate sector.

Over the years, the trade union movement has made substantial contributions to
the welfare and overall standard of living of its membership. The particularly militant
character of the labour movement in the colonial years, in a climate of political adversity
and social unrest, resulted in major achievements such as the Cost of Living Adjustment
(C.O.L.A) adopted in 1950, the Social Insurance Scheme set up in 1957, compulsory for
all persons employed under a contract, working hours, pay and benefit improvements.* In

the post-independence period trade unions have remained highly influential and continued

“! Interviews with union officials (see appendix C.5), March 1995.

“2 As Theophanous (1994) notes, even after the 1974 Turkish invasion, the rivalry between the two main
confederations, PEO and SEK continues, while DEOK tries to challenge both by adopting a harder, more “syndicalist’
rhetoric. It should also be noted that each one of the three organisations is affiliated to a political party: PEO to AKEL
(the left-wing) party, SEK to the right wing groups and DEOK to the Socialist Party (EDEK).

“3 This reference is made especially in relation to the semi-government organisations, where until recently SEK
dominated the scene. However, since the late 1980°s PEO has been claiming a share of the membership, but only a
very small one, up until now, while a wave of independent unions has also managed to gain presence.

“ See Neocleous (1992) and Christodoulou (1992).
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to cater for their members through the established system of tripartite co-operation, but
also acted as a voice for labour in designing labour legislation, whilst also being involved
in the introduction and implementation of major labour policies.* Examples of the trade
unions’ legislative achievements are the 1967 Termination of Employment Law, which set
up a national redundancy fund with employers’ contributions to protect workers against
arbitrary dismissal, as well as securing annual paid holiday. The unions’ role in the
‘recovery’ years, both in the post-independence period, at times of inter-communal
conflict, as well as in the reconstruction period after the 1974 invasion, has been argued in
the literature to be one of ‘self-restraint’ in their demands, in an integrated effort to restore
the economy’s vitality and vigour. More specifically, it has been argued that the
moderated approach adopted by trade unions has undoubtedly contributed to what has
been termed as an ‘economic miracle.*

From the figures presented above, it could be argued that unions remain highly
influential within the industrial relations scene, and according to one commentator ‘the
only serious threat that unions at present face, is the power that they have acquired over
the years’.*” Within a climate of change, restructuring and readjustment of the economy,
unions need to think wisely about deployment of their resources, the most important of
which is argued to be their large-scale membership.

‘Inter-union rivalry’ also constitutes a potential threat to the movement’s
cohesiveness and unity, which could subsequently undermine its ability to respond
effectively to changes and/or developments in different areas of economic activity, as well
as in relation to specific issues, whilst also possibly leading to membership
disenchantment. The creation of a ‘labour aristocracy’, as it has been characterised, in the
broad public sector, where unions have achieved an overall package of benefits and
salaries ‘considered as excessive by a sizeable portion of the population and beyond the
means of the economy’®, should also constitute an issue worthy of careful consideration

by trade unions. Such a situation could well intensify rivalry between the main peak

5 See Neocleous (1992).

% See Christodoulou (1992).

“7 From material presented at a series of seminars, as part of the Institute of Labour Administration’s Training
Program (1990).

“8 Theophanous (1994).
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