Inguiry, § Routledge
Vol 55, No. 4, 386404, August 2012 Teperitrends S

Democratic Rights in the Workplace

KORY P. SCHAFYF
Occidental College, USA

{Received 22 January 20172)

ABSTRACT  In this papes, I pursue the question whether extending democratic rights
10 work is good in the broadest possible sense of that term: good Jor workers, firms,
market econonties, and democratic states. The argument makes [wo assumptions in a
broadly consequentialist framework. First, the configuration of any relationship among
persons in which there is less vather than more coercion makes individuals better off.
Second, extending democratic rights to work will entail costs and benefits to both the
power and authority of employers and meaningful work for employees. These costs and
benefits cannot be determined in advance because they are largely empirical, but there
are still good reasons for expanding worker participation all-things-considered. First, 1
examing the parallel case for extending demoeratic rights to the workplace based on
several similarities between politics and work organization. In addition, [ consider the
objections from voluntariness and efficiency. Although both objections raise interesting
problems T believe that a properly formulated conception of democratic workplaces ean
answer them. In the final section, I sketch a minimal conception of these rights at the level
of the firm that does not regquire a large-scale transformation of the market economy.

There is a deep tension between the social roles of citizenship and work in
modern societies with democratic institutions and market economies. On the
one hand, citizenship guarantees democratic rights that protect the funda-
mental rights of individuals fo liberty of conscience, speech, and action. These
democratic rights are procedural and ensure the participation of citizens in
political decision-making by guaranteeing them the right to vote in elections
and stand for office. The participation of citizens grounds the legitimacy of
the democratic state in this way, authorizing it to distribute the benefits and
burdens of citizenship including the exercise of coercion. On the other hand,
these same individuals are not guaranteed empioyment in the labor market.
Even when they are employed they are not guaranteed the right to participate
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in decision-making at the level of the firm. The legitimacy of employers to
distribute the benefits and burdens of work depends on the structure of power
and authority in the firm. This structure is determined by widely-held beliefs
about, as well as the legal relations that coordinate, self-ownership, private
property and the distinction between civil society and the political state. Given
the importance of citizenship and work for both individual identity and social
stability this deep tension between democratic politics and anti-democratic
work organization bears closer examination.

To that end, consider the argument for extending democratic rights to the
workplace thai redistributes power and authority so that the roles of cit-
izenship and employment are in better alignment. Some philosophers and
economists claim there are parailels between these roles that suppost such an
extension because the same reasons that justify ascribing democratic rights
to citizens also apply te workers. To summarize this argument briefly, the
political and economic orders are both cooperative schemes that are based
on the priaciple of reciprocity. Individuals make a contribution ta the well-
being of others by participating in these schemes, and this justifies the benefits
they accrue in return. Since the political and economic orders are both rule-
governed, and these rules determine the distribution of benefits and burdens
arising from their respective forms of social cooperation, citizens and workers
alike should have their rights to participate in decision-making about those
rules protected and fulfilled.

However, the argument for extending democratic rights to the workplace
is often met with the following objections. One objection is that the politi-
cal and economic orders are different in a crucial respect that makes these
rights essential in the former but not the latter, The relationship between state
and citizen is coercive because individuals cannot simply choose to termi-
nate that relationship at will. By contrast, the relationship between employers
and workers is voluntary because individuzals are free to terminate it at will.
Another objection is that permitting democratic rights in the workplace will
make decision-making at the level of the firm inefficient. Since hierarchical
decision-making in firms is more efficient, the economic costs exceed the non-
pecuniary benefits obtained by extending to workers the right to participate
in decision-making. Therefore, democratic rights in the workplace cannot be
justified.

In this paper, I want to raise the question whether extending democratic
rights to the workplace is good in the broadest possible sense of that term:
good for workers, firms, market economies, and democratic states. The argu-
ment here makes two assumptions in a broadly consequentialist framework.
First, the configuration of any refationship among persons in which there is
less rather than more coercion makes them better off all-things-considered.
Second, extending democratic rights to the workplace will entail costs and
benefits to both the power and authority of employers and meaningful work
for employees. These costs and benefits cannot be determined in advance
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because they are largely empirical, but thc_ﬁre are still good reasons for ejxpa.nd-
ing worker participation all-things-cansidered. Eyen though the obgectxons
from voluntariness and efficiency do raise inte_resimg problenes, 1 believe that
a properly sormulated conception of democratic \_fvorkpiaces can answer them.
In the first section, the paralle] case for extending fiemocrat!'c rights to _the
workplace is examined. The second and third sections consider tf_ze objec-
tions more closely by defending this extension against the conclusions thz_lt
democratic rights in the workplace are unnecessary because cmploymcnt is
voluntary andjor the costs of democratic decision-making exceed 118 benf.:-
fits. The last section concludes with some general remarks on why democratic
rights in the workplace are good all-things-considered.

{. The paralel case for democratic rights in the workplace

The case for democratic righis in politics is widely accepted. On one pop-
ular interpretation these rights ensure citizens access to Dpoiiti'c?.l demmgn-
making. Individuals have their voice rights respected in this dechismn—'makmg
either directly (referendums) or indirectly (representation}. In dgect forms of
democracy, these rights guarantee the participation of citizens in procedures
that assure that their views and interests are authenticaily represented. There
are substantial benefits to direct or deliberative procedures {Cohen & I_{Qgers,
1995; Habermas, 1998;. First, there is no mediation of the inputs of citizens.
All of them have an equal share of inputs and either consensus among them
or simple majorities determine the outcomes. Second, vyhile citizens do not
always get the particular outcome they prefer as ir}diViduals, t_hey are _stlll
guaranteed an equal share to participation in reaching a colleciive decision.
These advantages are diminished 1 representative forms of democracy, .h_ow-
ever. Where there is representation in politics the relationship between citizen
and state is highly mediated. In some cases, this mediation diiu_tes or otherwlls_e
mistepresents the authentic representation of the views and interests of citi-
yens. While citizens can make a concerted effort to search for and support oni_y
those candidates who best approximate their views and interests, this approxi-
mation must always remain incomplete. Additionally, finding and supporting
the right candidates to promote their interests requires them t.o.parlim;)ate
in voting and elections. The electorai process further mediates citizens’ views
and interests because candidates inevitably compete with one another to cap-
ture a majority of votes, and in order to do so are forced to make COMPIOMISES
among views and interests that might otherwise be incommensurable. F_maily,
politica! officials who are elected by a majority are not formally requ}rec.i .to
represent the views and interests of minority constituents. Simple majorities
determine the outcome of elections, but there are no guarantees that the views
and interests of losers will be accommodated. In fact, the views and interests
of minority constituents can be altogether ignored. In this respect, represenia-
tiom san induce diminished cooperation among citizens who find themselves
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in the minority and feel disenfranckised by the electoral process. The rationale
for democratic rights is immediately apparent in this kind of procedural set-
ting because minorities are ensured a say in political decision-making even if
their views and interests are not acted on.

There are also disadvantages to direct democracy. First, it is time-
consuming because all decisions, or at least those concerning rules governing
the association, must be debated such that every citizen has an opportunity to
participate in decision-making. This is especially cumbersome in deliberative
democracy because it requires consensus rather than outcomes determined
by a majority vote. Second, direct democracy requires informed citizens who
have adequate knowledge both of substantive issues facing the association,
procedures for addressing these issues, and alternatives for resolving them.
The model of citizenship in this form of democracy is therefore one of
active participation by citizens qua decision-makers. For this reason, delib-
erative democracy can lead to what economists sometimes call “the tyranny
of small decisions” (Kahn, 1966). Of course, these disadvantages can be
overcome by representative schemes of decision-making. Citizens elect rep-
resentatives because the latter are knowledgeable about substantive issues,
providing the former with a substitute for their own limited knowledge of
the issues. Additionally, during the course of their term representatives are
made proficient in formal procedures for resolving issues whereas citizens
may be unfamiliar with the rules governing decision-making. The model of
citizenship in representative forms of democracy is therefore one of passive
citizens qua dependents. At some level they trust political officials to repre-
sent their views and interests fairly, and periodically electing candidates serves
as a medium for this trust, without citizens being required to be informed and
active participants.

The paraltel case for democratic rights in the workplace draws on the sim-
ilarities of social cooperation in both politics and work (Dahl, 1985; Gould,
198%: Schweickart, 1996). First and foremost, both spheres are schemes
in which individuzals accrue the benefits of social cooperation. By partici-
pating in voting and elections citizens express their views and interests in
the decision-making process. Obviously, workers benefit from employment
because it provides them with the compensation that is necessary for sat-
isfying needs. There are also non-pecuniary benefits to work such as the
self-realization that comes with individuals realizing their own ends in activ-
ities that are either personally fulfilling or socially rewarding. Moreover,
employment carries with it a social status because setf-respect flows from
peers recognizing that all of them contribute to the common good by creat-
ing goods and services that fulfill their needs and help them realize their ends
(Rawls, 1999, pp. 155-57). Individuals without employment Jack the means to
satisfy their needs as welf as this social basis of seif-respect, creating an unac-
ceptable form of dependence on private charity or weifare programs provided
by the state. The similarities between politics and work are clearly grounded
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in facts about social cooperation among multiple actors who come together
to enjoy the benefits and share the burdens of that cooperation.

Second, participating in politics and work requires citizens and workers
alike to bear particular burdens. In both spheres individuals give up part of
their personal liberty in order to gain the benefits of social cooperation. The
standard liberal conception of freedom is clear on this point. Thereis a good
reason why individuals give up their so-cailed “natural” liberty in exchange
for civit or political liberty under the state. The purpose of the state is to pro-
tect liberty, property, and security from force, fraud, and theft. To the extent
that individuals fack protection by the state they cannot fully realize their per-
sonal liberty, utilize their property, or secure their personhood from coercion
by others. The permanent cost to liberty is therefore refatively small because
the purpose of righis is to constrain the state from exercising arbitrary or
excessive coercion. By contrast, workers incur a far greater cost to their per-
sonal liberty in the labor market. For most of the day they are compelied
to follow the orders of employers or risk being demoted or, worse, termi-
nated. Moreover, their mobility is severely restricted while their Interaction
with co-workers 1s subject to oversight and control.

Whether it is in relation to the impersonal state or the face of an employer,
individuals agree to incur some costs to their own personal liberty but in
doing so also gain the benefits that flow from participating In these coop-
erative schemes, The choices and actions of one or more individuals within
these spheres will still have the potential to coerce them or otherwise [Tustrate
the pursuit of their ends. Individuals are thereby subject to significant liabii-
ities because they expose their liberty and interests in these schemes to the
choices and actions of others. In the political sphere, this exposure is limited
by legal rights to voting, non-discrimination, fair taxation, public health, and
equal political liberties such as freedom of speech and association. Although
it is possible for the state to enforce legal rights to a minimum wage, working
hours, and workplace safety, participating in the labor market entails a differ-
ent sort of exposuze for individuals because they are subject to the power and
authority of unelected persons. in theory, agreements between an employer
and worker are voluntary, but in practice the former have vastly more power
at the bargaining table than workers, especially when it comes to wage offers
{(Zimmerman, 1981; Fzorksy, 2007}. While employers can choose to hire from
a large set of individuals who need jobs, workers must choose from a smaller
set of actual jobs. If there is unemployment there are more workers than jobs
available, which improves the bargaining power or employers but worsens that
of worifers. Moreover, the distribution of power and authority in hierarchical
firms gives employers carte blanche justification to dictate the lives of work-
ers on and off the job. Without voice rights to protect them in the workplace,
there Is little else to ensure that what remains of workers® personal liberty is
protected from arbitrary or excessive coercion. It would appear, then, that the
right to participate in decision-making about the distribution of benefits and
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burdens in a cooperative scheme should hold for workplaces as much as it
does for politics.

Third, participation in both spheres also appears to be voluntary, but this
appearance can be quite deceiving depending on the standpoint one takes.
The consent between citizen and state appears to be less voluntary because
individuals do not choose the state in which they are born. Even if the
choice to exit one state and enter another is available, the costs of emigra-
tion can be high because of family, work, and cultural ties. Such ties indicate
that dependence and coercion exist alongside and in spite of the capacity of
individuals to make choices. The agreement between worker and employer
appears to be more voluntary because there are supposedly more opportuni-
ties to switch jobs, lines of work, and professions. However, the voluntary
features of this relationship diminish in the absence of ome of two things:
a robust labor market in which there are more jobs than workers looking
for them, and state intervention to provide welfare to individuals who dare
not risk unemployment without having their basic needs secured {Levine,
1995). Even if there are options for satisfying needs that are not tied to gain-
ful employment, welfare recipients are less well-off than employers who go
bankrupt and, for the most part, enjoy independent means for satisfying their
needs. Depending on the standpoint one takes, admittedly coercive political
relationships maintain some voluntary features, while even more voluntary
employment relationships retain some coexcive features.

Some philosophers and economists argue that the benefit of voluntariness
in such agreements is the actual ability rather than the merely formal capacity
of individuals to enter and exit them (Van Parijs, 1995, pp. 22-23). In the-
ory, exiting voluntary relationships requires only that obstacles do not stand
in the way, but doing so in practice makes sense only if there are options on
the other side of the door. The lack of options on the other side is all too
often a constraint on making the choice to exit an otherwise voluntary rela-
tionship even if there are no obstacles standing in the way {Ezorsky, 2007,
pp. 10--14), In order for exit rights to be used as an actual option for citi-
zens and workers alike they must be protected and fulfilled so that individuals
are insured from the liabilities of unacceptable coercion. Suppose widespread
corruption of an otherwise democratic state has citizens dissatisfied with their
present political officials who are so inept that there is little hope of reform.
Are citizens free to exit this relationship? There are several choices individu-
als can make that inciude switching political parties, refusing to cast a vote
in protest, or leaving the state altogether. Now suppose roughly the same sce-
nario for workers in a firm with corrupt and inept management. Are workers
free 1o exit this relationship? The dissatisfied workers of the firm can quit and
search for other job opportunities, or avoid employment altogether by rely-
ing on private charity or welfare programs. The answer to both questions is
that it remains possible for both citizens and workers alike to exit these agree-
ments at will. Whether this radical existential option is viable for individuals



392 Fory B Schaff

is an interesting philosophical guestion, but not relevant here. In practice, the
costs of exiting what otherwise appear to be voluntary agreements are_actmlly
borne by individuals themselves. There are consequences 0 the choices thlat
individuals make in real life such that these act as constraints on the av_atl-
able choices, sormetimes without individuals being aware of these constram?s
(Bister, 1989). The relevant question here 15 whet[}er p.ohtzcal.l and ecoponnc
relationships of all kinds have substant.iaﬂy COLICive dimensions, desfp;te the
appearance of voluntariness, that reqaire democratic pazjump.atlon in orde.r
for them to be justified. In the next section, [ will consider i more dc?tali
the objection that the relationship between employer and worker is essentially
voluntary. N

Finally, there is an important dissimilarity between the spheres of poimc_s
and work that invites closer scrutiny. Presently, individuals experience COgnl-
tive dissonance, so to speak, between democratic politics and anti-democratic
work organization. Citizens are expected to participate in demograiic elec-
tions but employ themselves in hierarchical workplaces. In refation to the
state they are expected to affirm and practice participation in procedures
for choosing political officials so that they are accountable, but in thej work-
place they are expected to affiem and practice deference to the aunthority that
is not accountable, Mareover, this kind of cognitive dissonance can work
against democratic politics by encouraging persons in most of their daily life
and activities to conceive of themselves as individuals disconnected {rom one
another rather than as citizens sharing the same fate (Pateman, 1970; Elden,
1981). The distinction between politics and work leads to a form of “unhappy
conscigusness” in which individuals are exposed to economic forces that seem
beyond their control while at the same time alienating them from a democratic
politics that might otherwise control those very forces. Therefore, it might be
beneficial to bring the spheres of politics and economics into better alignment
by extending democratic rights to the workplace.

1. The problem of voluntariness

One objection to the parallel case is that it overlooks an important dis-
analogy between the pofitics of citizenship and the employment of workers.
The relationship of individuals to the state is more coercive than the refa-
tionship to their employers, weakening the case for extending democratic
rights to the workplace. For example, suppose there is a just democratic
state that respects the right of its citizens to ermigrate, and its economy 18
vibrant encugh to offer many job choices to individuals. The relationship
of citizens to state and workers to employers in this case appears volun-
tary because exit rights are respected in both spheres. In practice, however,
democratic states with market economies are likely to fail somewhere between
the extremes of pure coercion and complete voluntariness such that differ-
ent states and employers change the nature of voluntariness only by degrees.

Democratic Rights in the Workplace 393

Richard Arneson claims that even in the best-case scenario where citizens
have a low-cost right o emigrate and workers have many choices “the differ-
ence of degree amounts to a morally consequential difference” (1993, p. 139),
The question here is whether the degree of voluntariness is morally conse-
quential encugh to justify democratic rights in relation to the state but not the
workplace.

Let us consider this objection more carefully. Here is Arneson’s con-
cise summary of the parallel case for extending democratic rights to the
workplace:

_ whenever individuals cooperate together in a rule~governed com-
mon enterprise that should work to their common advantage, they alt
have the right to participate by way of majority-rule procedure in mak-
ing the association rules, provided all have the capacity to do so. The
political order and economic firm are both common enterprises in the
relevant respects, so the right of democratic citizenship applies equally
in both arenas. {Ibid., p. 138}

He claims it abstracts [rom the question whether the individual's member-
ship in either sphere is voluntary, assuming for the sake of argument that “the
factor of voluntariness is irrelevant” (Arneson, 1993, p. 139). Asa result, the
parallei case ignores the important disanalogy that membership in the polit-
ical state is non-voluntary because individuals are born Into one they do not
choose, erigration at a lafer stage is cost-prohibitive, and options for doing
so are severely limited. By contrast, “placement in a line of work and a job is
to a large extent a matter of free and voluntary choice” {ibid.). Since demo-
cratic procedures protect the fundamental rights of individuals from arbitrary
or excessive coercion, and participating in them give citizens some say in the
formulation of policies, it follows that these rights are necessary in the sphere
of politics. However, individuals have lots of choices with respect to empioy-
ers, workplaces or jobs, so the same Tights are unnecessary and costly. “The
right to emigrate for the vast majority of citizens is entirely a pro forma right
thal never enters into their practical defiberation about how to live their ives,
whereas the right to quit one’s job is for almost all people a live option, even if
left unexercised, and for the majority of an option that is taken several Bimes
in the course of one’s working life” {ibid.). For Arnesern, the difference in vol-
unzariness here lies in the practical consequence of lacking political options
in contrast to having many employment options. Whether individuals believe
they have options is, of course, relevant, but that holds for citizenship or work
as well. Even if the option to switch jobs is a live one, for many workers this is
aiso a pro forma right that never enters into their practical deliberation gither
because they lack education or skills, or because they are risk-averse and lack
the will to risk their now-certain employment against future-uncertain job
opportunities.
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The formulation and conclusion of this objection has several weaknesses in
my view. First, the parallel case does not entirely abstract from the question
of voluntariness. In fact, the argument assumes voluntariness is a condition
of individual consent. The purpose of democratic rights is to protect the par-
ticipation of individuals in voting and efections, signaling that the consent
of cilizens is essential to the cutcomes of those procedures. The relationship
between citizen and state is therefore voluntary in a morally relevant sense
despite the fact that most persons are born in a political order tha? they did
not choose for themselves. Generally speaking, the kind of voluntariness here
is not that of having optiens, but rather having one’s particular will expressed
in the common will that is objectified by the political state. In partic_ular, the
legitimacy of the democratic state depends on the consent gf individuals to
exercise limited coercion with respect to their fundamental rights. Such. con-
seni cannot be coerced but must come from a condition of voluntar;n_ess.
1f this relationship is essentially coercive, and exchides this prior condltior_i,
then the consent that legitimates political authority must be coerced, and th}S
simply begs the question. It makes no sense to claim that the relationship
here is primarily coercive, because individuals must, in some sense, consent
to this coercicn, and as such it must be prior to the coercion in the orc;ler
of justification, even if this is limited to something like tacit or retrospective
consent. .

Furthermore, as it is formulated the objection will apply only to particu-
lar cases. These are cases in which there are political states that are culturally
distinct, the costs of emigration are severe, and there are otherwise lots of jo_b
opportunities. Arneson acknowledges that the contrast he draws between tf?ts
nonvoiuntary political order and voluntary economic order can be drawn c_hf—
ferent ways, thereby changing the morally relevant consequences. Depending
on the state and market economy in question, “where the contrast becomes
muted, either the case for democracy in the political realm becomes attenu-
ated or else the case for workplace democracy becomes stronger” {Arneson,
1993, p. 140). For example, consider the two cases he elaborates and com-
pares. In the first case, there are two adjacent nation states that are culturally
similar and legally identical but with different constitutions. Even though one
is democratic and the other autocratic there are no barriers to either emigra-
tion or trade. The argument that the democratic rights of citizens are violated
by the autocratic regime is weakened because the cost of emigration is so
low that citizens there can easily switch regimes. Arneson claims the political
relationship in this situation therefore appears more voluntary. In the second
case, there is an isolated region in which the only available jobs are for coal
miners. Leaving that region in search of other jobs is extremely costly both
economically and psychologically, so that no one ever does it. The econormic
relationship here appears to be more coercive. Arneson admits that “in these

~bypothetical circumstances the parallel case argument for workplace democ-
racy is quite compelling” (ibid.). What we can conclude from his comparison
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of these cases is that the argument for democratic rights in the workplace is
stronger either where the economic conditions are coercive such that there
are no alternatives, or where there is significant unemployment such that the
economy has more workers than jobs availzble and therefore limits choice.

There is another weakness to the formulation of this objection that I want

to point out. Arneson claims that individuals find themselves thrown into a
political order but enjoy a fair amount of social mobility in the labor mag-
ket. This means individuals do not have a choice between states but lots of
choices between professions, lines of work, and jobs, Notice that the terms of
comparisen here are skewed, however. These terms assume that persons do
not have inter-state options but plenty of intra-market options. To keep the
terms of comparison fair, a line must be drawn between different options for
a political order and different options for an economic order. The assump-
tion that there is no other economic order besides a market ECONOmy means
that the situation is substantially coercive because workers cannot choose a
different economic order. The many choices between careers, lines of work,
and jobs is morally irrelevant if one is simply trading one coercive employer
for another in an economic order where work organization is hierarchical,
Consider Arneson’s exampie of the two nation states. Although one is demo-
cratic and the other is autocratic he assurnes both have the same economic
order. There is no morally refevant difference between taking a job in a hier-
archical firm in one or the other. Now suppose one of these states has an
economy that respects democratic rights for workers while the other does
not. If their prospects are roughly equal in terms of wages and standard
of living, workers will choose the economy where voice rights are respected
because the same work is made more meaningful for them under such
conditions {Freeman & Rogers, 1999, p. 41). Democratic rights in the work-
piace are therefore morally relevant, especiaily for workers who do not have
them.

Based on Arneson’s evaluation that having choices determines whether par-
ticipation is voluntary, it can be said that a market economy that does not
offer the option of democratic workplaces is, by definition, more coercive.
Workers without this option are less free than their counterparts who have
that option. Arneson claims that even if the state mandates this kind of mixed
market economy, in which some firms guarantee democratic rights, “there
is a compelling consideration against moving beyond this point in order to
guarantee all individuals the inalienable and nonwaivable right to workplace
democratic rights, on all fours with inalienable and nonwaivable rights of
democratic citizenship at the national level” (1993, p. 141). If the state were to
mandate democratic rights in the workplace universally, this would viofate the
liberal neutrality constraint not to enact policies that favor one conception of
the good over another. Surely, Arneson claims, some persons have values such
that extending democratic rights to the workplace would incur significant
costs and diminish benefits. Leaving aside the question whether the liberal
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neutrality thesis is justified, or whether the preference for coercive workplaces
is rational. this conclusion simply does not stand up to scrutiny. Where out-
comes matter as they do for consequentialists neither acts not omissions are
moratly relevant. 1f the state does not intervene in the market econonty to
guarantee this option to workers, omitting and acting have the same outcome
for persons who do value democratic rights in the workplace. At the very least,
the parallel case in conjunction with the iiberal neutrality constraint appears
to require dernocratic states to enact this option for workers. Perhaps the state
might offer tax subsidies of provide other resources to those firms that respect
the democratic rights of their workers. Having this option actually makes par-
cipating in a market economy more voluntary than it would be otherwise.
Again, while having choices with respect to different jobs is surely important,
if the jobs alf require workers to submit to an otherwise coercive form of
work organization then the range of choices s morally improved by ensuring

a democratic option.

I11. The problem of efficient decision-making

The objection to consider now is whether democratic rights in the work-
place are less efficient for economic decision-making. There are two ways in
which making this extension can decrease efficiency. First, guaranieeing woTk-
ers a right to participate makes decision-making costly and time-consuming.
If everyone in the firm has this right fulfilied, then procedurcs for mak-
ing decisions will be more complex in order to accommodate the input of
everyone. Subsequently, costs will increase. This way of organizing decision-
making also creates information coordination problems that slow down the
decision-making process in the same way that deliberative democracy is time-
consuming. Second, a democraticaily organized workplace is less efficient in
the market. Sometimes the claim is made that worker participation makes
hiring, training, and firing workers more rigid. This lack of flexibility makes
the firm less responsive to market changes and subject {0 all kinds of tech-
nical inefficiencies. If workers share ownership of the firm, they might be
less willing to expand rapidly by hiring new workers because their per capita

return in the form of compensation and wages will shrink. If workers do not

own the firm, it might still be iess responsive to market changes because of

fime-consuming procedures for making decisions. It appears that the eco-

nomic costs of extending democratic rights to the workplace far outweigh

any non-pecuniary benefits to workers. Either way the obiection is framed,

the consequences are argued to be adverse for ail workers in the long run

because inefficiencies frustrate economic growth, job creation stagnaies, and

unemployment increases.

Let us begin with the problem of efficiency regarding decision-making.
Typicaily, the distribation of power and authority m hierarchical firms is cen-
tralized so that management has a monopoly on decision-making. Workers
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are subsequently expected to follow orders down the chain of command
This arrangement Hmits input, optimizes output, and makes decision-makint;
more responsive fo market changes. To be fair, however, these alleged benehj
fits must be batanced against the costs of centralized decision-making. What
are some of these costs? First, centralized decisien-making is less tra‘nspar-
fent, a p§obiem that is taken for granted in the political context but often
;gngr_ed in the economic context. Fewer decision-makers establish the rules

policies, and goals of the firm without input or oversight from the rest o;"
empioyees. This increases the opportunity for corruption including embez-
zlemf,tnt gnd fraud. In fact, the incentives to engage in questionableabusiness
practices increase as transparency and accountability within the firm decrease
gBo_wles & Gintis, 1993, pp. 86--87). Second, centralizing power and avthor-
ity in the firm diminishes the value of work for its employees, Workers often
express the view that their own jobs are more meaningful when they are con-
sujted or allowed to participate in deciston-making (Freeman & Regers, 1999

PP _4_5—-46). Third, some of the efficiency gains that come with cent;ahzeé
demsmn-mgking are lost because workers are dissatisfied with their excluston
froml partlgpation. This exclusion costs firms in the form of theft, shirking

and intensified task monitoring of empioyees. In order to compare the cos?s:
and benefits of hierarchically and democratically organized firms, all these
_factors must be taken into consideration, not just whether the ﬁr;n is prof-
itable ac_:cording to a technical definition of efficiency in the absence of other
normative considerations.

More importantly, this objection applies only to worker-controlled firms
modeleq on direct democracy in which all members are guaranteed an equal
sharc_a of inputs regarding decision-making. In workplaces like this, decision-
making will necessarily be costly, time-consuming, and less resp;onsive to
market changes. Pure democracy of any form is messy and burdensome from
a pr(_)cedural standpoint. If all employees get an equal say on ali matters con-
cerning the firm, and there are mechanisms for reaching decisions based on
consensus or simpie majorities, then firms run the risk of being frustrated
by a “tyranny of small decisions”. The objection does not apply to firms
tha§ are modeled on representative schemes, however. The information and
demsm_n-making benefits of electing representatives in the political sphere
apply just as much to democratic workplaces in which workers elect their
representatives {Schweickart, 1996, p. 68). In the case of worker-controlled
ﬁrn_ls, _the employees might elect representatives to serve as management
which is then responsible for decision-making. In the case of private or public;
firms, employees might elect representatives who mediate with management as
ombudsmen or sit on governing boards (as happens in many of the European
UI'MOD countries). I this way, the alleged benefits of efficiency found in hierar-
chical firms will apply to representative democratic workplaces, but the latter
accrue the additional benefit of transparency since the management is made
accountable in regular elections.
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The problem of efficiency regarding market factors is more complex and
requires an empirical comparison of hierarchica! and democratic firms that
cannot be adequately done here. However, there are some provisional reasons
10 think that the case for efficiency in hierarchical firms is overstated while the
alleged inefficiencies of democratic firms are overblown. To begin, the claim
that centralized power and authority in the firm improves the output of the
Arm depends on how “efficiency” is defined. There are three ways of defin-
ing efficiency: “output”, “technical”, and “Pareto optimality” (McPherson,
1983, pp. 360-61). Depending on which definition is used the claim that hier-
archical firms are more efficient is debatable. For example, so-called output
efficiency is determined by a firm’s decision-making to maximize output from
smalier amounts of purchased inputs. O this definition, centralized decision-
making is justified if and only if firms get the maximum from outputs based on
inputs they purchase. If they are competing in a capitalist economy their per-
formance is typically judged by profitability such that the smailer the inputs
required to optimize outputs, the more profits are maximized. However, hict-
archical arrangements have additional costs that must also figure into this
calculation, such as intensified monitoring that requires more SUpPErvisors
and advanced technology to ensure employee performance. In addition, the
output definition of efficiency supports a perverse incentive structure for man-
agers 10 mMaximize profit in the short term: (especially where their own personal
compensation varies with guarterly earnings). This way of thinking encour-
ages firms to hire additional workers rapidly during market expansions onty
to lay them off during subsequent contractions. The long-term costs of this
strategy, including unemployment, deskilling, job training and emotional dis-
tress, are ignored by the strategy that favors maximizing profit in the short
term {Uchitelie, 2006). The output definition of efficiency is questionable in
the same way that diet programs are supposedly reasonable means for losing
weight. The economic health of a firm is like human health in that it depends
not on how much or how fast one grows Or CONSUMES but the choices one
makes respecting sustainable job creation or the kinds of food one eats.
Moreover, critics of the output definition of efficiency point out that firms
have independent reasons for adopting hierarchical decision-making, such
as controlling workers by limiting their voice rights. Other critics claim
that a technical definition of efficiency is warranted because it calculafes
the ratic of physical output and input. Still others claim that a Pareto
definition is warranted that calculates welfare in terms of worker satis-
faction or other values in addition to merely physical ratios {McPherson,
1983, pp. 361-62; Hausman & McPherson, 2006, pp. 136-40}. The lack of
consensus about measuring efficiency even among economists does not sup-
port the claim that hierarchical decision-making is always more efficient.
Whatever definition is preferred the assumption that efficiency is an exclusive
value must also be reexamined. In addition to the empirical dimenston just
described. there is a normative dimension that must be addressed concerning
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whether power-sharing arrangements preserve or optimize efficiency as well
as other values (Anderson, 1993, pp. 210-16; Hausman & McPherson, 2006
pp- 13.5-3_6), For example, there are other important values to conside; in th(;
organization of work inctuding individual antonomy and worker satisfaction.
Any conception of normative economics worth utilizing as a practical guide
must find ways of integrating these non-econormic values into the organiz?xtion
of w.(}rk without wholly sacrificing efficiency. From an economic perspective
gfﬁmency is important to ensure the competitiveness of firms. However, by
itself t_he seconomic standpoint is too narrow to assess the rationality of work
organization taken as a whole, especially given the impact it has on social and
political life beyond the economic sphere (Bowles & Gintis, 1976; Buchanan

1988; .Satz, 20103, If the non-cconomic consequences of hierarchical worlg
organization are calculated as part of the economic cost of doing business
as usual, we have good reasons for judging worker dissatisfaction, unem-
ployment and the consequences of poverty to be unacceptable outcomes in
fnodem market economies where the democratic reorganization of work will
improve them.

Finally, there is both empirical and anecdotal evidence that the efficient
operation of a productive enterprise is entirely compatible with democratic
forms of decision-making (McPherson, 1983, pp. 354-68; Schweickart, 1996
pp- 88-102). Some studies in both Japan and the U.S. show that task ro,tation:
job sharing, skill diversification, and worker participation at various levels
of t_he firm can actually increase cfficiency (Morishima, [982; Dow, 1986;
_Levme & Tyson, 1990). There are also plenty of worker-owned enterprises
in cgpitglist sconomies that are suceessful, competitive, and healthy, such as
Spain’s internationally recognized Mondragon Corporation (Whyte & Whyte
1988), More recently, Germany set an example during the financial crisis thaz
speaks to this point. Employers, unions, and the government made agree-
ments not 1o engage in widespread layoffs, in contrast to firms in the U.S.
Instead, the stakeholders in this important democratic decision agreed to
“kurzarbeit” enabling firms to slow down, keeping costs low in order to pro-
tect society from the social costs that come from massive layoffs. Furthermore,
it must gtiso be poted that worker-owned firms and cooperatives face socia}z
€conomic, and political obstacles in order to compete successfully in a cap-
italist economy that capitalist firms do not face (Bowles & Gintis, 1993
pp. 95-96). In short, there is a comparative disadvantage for dem,ocratic;
workpla.ces where hierarchical firms dominate work organization in market
economiss. All things considered, the objection from efficiency deserves more
cgreful consideration. When we broaden the normative {ramework to con-
sider efﬁciency not just in terms of input/output ratios, but also the social
economic and political costs of hierarchical work organization across thé
economy as a whole, the benefits of extending democratic rights to workers
look to be increasingly attractive.
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1V, Democratic workplaces?

The debate about demaocratic rights in the workplace tequ to presume thz}t
a radical mansformation of the market economy is reqmre'd to aghleve th}s
soal. There are many models of worker-controlled economies or “econOMIc
aemocracy” along these lines that are well-formulated proposals (Gp_uld,
1988; Roemer, 1994; Schweickart, 1996). However, L want to defez}d 2 minimal
conception of democratic workplaces that docs_ not require this Earge-scale
trapsformation. On the cne hand, this conception requires elaborating for-
mal procedures for worker participation at the ie\.fel of the ﬁrm'. On the other
hand, there are substantive issues of self-ownership, property rlghts, a‘_nd con-
trol over the means of production that will require further consideration. I_:or
the most part, 1 limit my remarks here to the formal f§atures of enacting
worker participation without addressing, et alone resolving, the substantive
issues just mentioned. _ .
Suppose there is an initial situation that requires rational agents t¢ for‘mklf-
late principles for work organization at the level of t_he firm, and under the
veil of ignorance they do not know the status of their _employ.ment as man-
agers OF WOTKers. Basically, there are three oplions for dlstrlbutxs}g power a_nd
authority here. The first option is a private monopoly on demszor_&-_malgng
where management makes the rules and workers are dem_eé participation.
The second option is a power-sharing arrangement i which there are for-
ma] procedures for the participation of workers no matter who owns the firm.
The third option is that worker owi firms directly or the state owns ﬁrrf_xs but
erants workers control of them throu gh elected representatives. Thcorftlcaihy,
;nly the first and second are options in a “private-propezfty economy”, white
the third is only an option for some form of market S(.)maysm (cf‘. Regwls, 1999,
p. 235). In this initial situation the value of participation in making ;_mportant
decisions is already self-evident. Less risk-averse rational agents will choose
the alternative that allows them to batance the costs and benefits of ali com-
peting values in the future rather than exciuding some values from the outset.
In this respect, the second option of power-sharing is clearly the reasonabie
choice for rational agents to make. There are clearly costs an_d benefits to each
of these options. However, the first option completely sacrifices the value of
democratic tights for economic efficiency, while the se_:copd at the very leagt
attempts 1o balance the costs and benefits of democratic rights and econormic
efficiency with each other, o .

The first option currently dominates work organization in market
ecconomies, but there are examples of the second from which a minimal con-
ception of democratic rights in the workplace can d}'aw.suppor{. What are
the features of this minimal conception? In order to institute powcr-shal'rmg
arrancements workers in firms both small and large should have the legat ng}_;t
to paruticipate in decision-making in two areas: large decisions that affect their
welfare broadly construed, and small decisions that affect their employment
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conditions. For example, if a firm is deciding whether to enter a new market
that requires hiring employees overseas and laying off some workers at home,
this is a big decision in which affected workers at home should have some
influence. By contrast, if a firm is deciding the fate of a single employee
accused of shirking, theft, or some other infraction, this is a small decision
that should be decided by democratic procedures of due process. Democratic
rights in the workplace can be protected and fulfilled simply by setting up
and enforcing formal procedures that (1) ensure worker participation but do
not dictate outcomes, {2) protect workers’ rights to such things as fair wages,
non-discrimination, and workplace safety, and (3) provide means for resolv-
ing conflicts and adjudicating disputes that ensure due process. Along theses
lines the state might establish a legal framework for worker participation and
enforce it in the same terms as the right to vote in democratic elections. Notice
this does not require workers to have a say in every decision that firms make,
and it does not guarantee that their views and interests determine outcomes.
Democratic rights in the political sphere guarantee that citizens get a say, not
that what they have to say becomes policy. At a minimum, democratic rights
in the workplace should do the same, assuring workers of some participation
that allows them to exercise influence on decision-making even if they do not
get the outcome they desire or advocate.

In practice, the minimal conception guarantees that workers who want
more participation in their jobs will get it. The benefits of participation
include making the same work more meaningful, limiting the arbitrary or
excessive coercion of employers, and allowing workers to influence the dis-
tribution of benefits and burdens arising from their own contribution in
the economic enterprise. First, worker participation is good because it will
malke the same work done in otherwise hierarchical firms more meaningful.
The fact of specialization in the division of labor means there will always
be some share of jobs that are dissatisfying, alienating, or otherwise lack-
ing in features that individuals find self-fulfilling. The meaningfulness of even
the worst jobs, however, can be improved by extending to workers the right
to participate in decision-making {Levine & Tyson, 1990, pp. 203-04). For
example, the Worker Representation and Participation Study (WRPS), the
largest study of these issues conducted in the United States, shows that dis-
satisfaction at work is directly finked to whether employees feel they have
influence on decision-making in the workplace (Freeman & Rogers, 1999,
pp. 44-46). The results confirm that attitudes about going to work, percep-
tions of employee-management relations, and trust in the firm are improved
by worker representation and participation in decision-making. These are
unsurprising resuits. Democratic rights in the workplace give individuals
recognition by assuring their standing in an ethical community just as citi-
zenship does in politics. In this case, employees in a firm comprise an ethical
community with shared goals and achievements. There is arguably no better
way of assuring individuals the recognition of their peers than permitting
them to participate in decision-making affecting their lives.
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in addition, democratic rights that establish formal proceduzes for repre-
senting workers can provide an appropriate check on the arbitrary or excessive
coercion of employers. Workers do not give up their autonomy completely at
work, but present employee-management relations promote the perception
that they do. In hierarchical workplaces, employers have too much power that
easily leads to arbitrary and excessive coercion of workers with iittle to no job
protections. Exit rights 10 an even more uncertain labor market with fewer job
opportunities than workers are no absolute guarantee of voluntariness here.
As Ezorsky notes, “What workers themselves believe about their own freedom
or unfreedom may not be the whole ¢ruth of the matter, but it is often closer
10 the truth than the views held by many theorists™ (2007, p. 3). The WRPS
results confirm her observation. A jarge majority of workers believe there are
100 few Jegal protections fof workers and toc few legal restrictions on man-
agement when it comes to resolving disputes or adjudicating conflicts in the
workpiace (Freeman & Rogers, 1999, pp. 127-32). In democratic workplaces
formal procedures for resolving grievances or arbitrating disputes between
employers and workers will diminish this coercive pOwer, and this is good
all-things-considered.

Finally, enforcing some minimal democratic rights in the worlcplace ful-
fills an important claim that individuals make to having a role in decisions
concerning the distribution of benefits and burdens arising from their own
productive coniribution. This is consistent with the ideal of autopomy that
persons bear the consequences of their choices, which is not the case in hierar-
chical workplaces where decision-making is centralized. Owners Or managers
make decisions for workers directly but do not bear the costs of those deci-
sions. Such arrangements are antithetical to the ideal of autonomy at the
neart of the theory and practice of democracy (Schweickart, 1996, p. 232).
Individuals value autonomy because it provides them with the power to make
decisions that are directly linked to their welfare, Extending democratic rights
to the workplace enhances this capacity because it gives workers some mea-
sure of influence over those work-related decisions that affect them inside
and outside the workplace. Formalizing worker participation 1§ therefore a
valuable extension of autonomy and this is good all-things-considered.

One objection 1 have not considered is that expanding worker participa-
tion in the firm viclates the property rights of individuals. Since individuais
have the right to own resources and firms, they have the fegal right to deter-
mine the employment conditions of workers who are given access fo the
resources of the firm to produce goods and services in exchange for compen-
sation. On this view, the labor contract 13 the only normative currency here.
However, the objection is disingenaous because the viewpoint here assumes
without much reflection that private ownership of capital and the right to
make decisions in the work organization is coextensive. That is not neces-
sarily the case. Work is a scheme of social cooperation that impficates the
talents, skille, and welfare of many individuals, not just owners and employ-
213, and they should have some say in decision-making that directly affects
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tk}eir talents, skilis, and welfare. The right of owners to dictate the terms for
disposing of, exchanging, or otherwise modifying their property applies no
Iess_ to the labor power of workers. The labor contract in its present form 18
a historically contingent artifact that can be modifled and improved with the
proper democratic decision-making. After all, there are dimensions of work
_organlzation where the state now exercises its coercive powers in places that
it previously did not. There have been improvements to the labor contract in
the form of wage controls, benefit regulations, health and safety oversight,
and environmental impact, and none of these improvements were made with-
out substantial social and political conflict over property rights. The poitical
mandate for democratic rights in the workplace is therefore entirely consistent
with the state’s oversight of the economy.
‘In conclusion, extending democratic rights to workers will better ensure

a just distribution of power and authority in the firm in order to provide
worke}—s more meaningful opportunities to participate, fimit the arbitrary or
excessive coercion found in hierarchical workplaces, and make private eco-
nomic decision-making more publicly accountable. None of the benefits of
c%emocratic workplaces requires a large-scale transformation of the economy
like ffhgt of worker-controlled firms advocated by market socialists. In fact,
prov:dmg workers with opportunities to participate requires neither the sac-
rifice of property rights nor the socialization of the means of production.

In order to resolve the dsep tension between citizenship and work democratic

states should adopt and enforce a legal right for workers to participate, along

with their employers, in decision-making about matters that not enly affect

the welfare of individual workers but also the common good. By practicing

demoeratic forms of decision-making in both spheres, and promoting more
symmetry between the egalitarian norms of citizenship and the self-interested
norms of individualist production and consumption, perhaps politics and
work can be improved together.
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ARSTRACT  What do we mean to say when we call some person a good business
manager? And where do the criteria flow from by which we judge people good business
managers? T answer these questions by drawing on von Wright's distinction between sev-
eral varieties of goodness. We can then discriminate between instrumental technical and
moral senses of the expression “to be a good business manager”. The ﬁ,rst two senses
presurme that business managers have a characteristic task or that they engage in typical
activities. It is natural to specify this task and these activities by appealing 1o goods and
to the good of a @usiness. These goods may then be identified as goods for people. Insofar
as the welfare of people is of moral value, we obtain a morally loaded account oj:business
management. I argue against this acconnt and plead for a more sober understanding of
economic goods and of the good of a business. The latter can be understood in analogy to
the good of an individual person, but is largely determined by the goals of the founders and
owners. Economic goods are things that are wanted by some people and thus exchanged
on markets. If this is so, then there is no direct coneeptual path from insfruménm!!y or
technically good business managers 1o morality even though there are certain affinities.

To conclude, 1 trace the consequences for our understanding of business ethics. .

For bet_ter or worse, things can be better or worse. And not only are there
many dlffere_nt types of things which are called good or bad, better or worse.
Also, the criteria by which we judge different types of things good or bad,
better‘ or worse, differ markedly, Finally, one and the same thing may be
good in several respects: it may be good for some aim; good for a person or
fnoraliy good. This threefold distinction is a commonplace in the philosoph-
ical literature,’ and it has been elaborated in analytic philosophy. G. H. von
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