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:&!*,,0$%'#%&1<!S2'!&>#@V,&<!:-!C2.%'#$%*.?!%)&!%[2!&@V,2-@&.%!@21&,$!#$$2C*#%&1!
%2!&#C)!2S!%)&!&C2.2@*C!\$C)22,$^R!!
!
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!

()&'&! #'&! %[2!]0@#.!;&$20'C&!"#.#?&@&.%! 3];"9! V'#C%*C&$! *1&.%*S*&1! *.! %)&!
,*%&'#%0'&$b! &#C)!2S![)*C)! *$!#$$2C*#%&1![*%)! %)&! %[2!1*SS&'&.%!&C2.2@*C!@21&,$!
@&.%*2.&1! #:2F&! 3"*C)*&! T! I)&&)#.Ye0*..<! 6OO59! 3W,&*.X.&C)%<! H2$%&.12'V<!
L'#1)#.<!T!c##$%&V#1<!6OO89!3c##$%&V#1!T!I%2'@<!6OOf9D!

5R OP0/!M0<.Q!R1<H@+H,=!32'!\,2[!%'0$%^!2'!\,2[!*.F2,F&@&.%^!V'#C%*C&$9!
()*$!$&%!2S!V'#C%*C&$!*$!#$$2C*#%&1!%2!%)&!@2'&!S,&>*:,&!\E.?,2YI#>2.^!@21&,!
#.1! '&S,&C%! %)&! S&#%0'&$!2S! \*&+,-.*/01-^! 32'! \C2@V&%*%*F&9! ,#:20'! '&,#%*2.$!
$-$%&@$R!I2@&!2S!%)&!C)#'#C%&'*$%*C$!2S!%)*$!$-$%&@!*.C,01&!'&,#%*F&,-!,#'?&!
&#'.*.?$! *.&_0#,*%-<! ,2[! &@V,2-@&.%! V'2%&C%*2.! 3#.1! $%'2.?! *.F&$%2'!
V'2%&C%*2.9<! [&#X! [2'X&'$^! '*?)%$<! ,2[! ,&F&,$! 2S! %'#*.*.?! #.1! C,2$&!
&@V,2-&&!$0V&'F*$*2.!2'!@2.*%2'*.?R!!

6R \S+NT!M0<.Q!R1<H@+H,=!32'!\)*?)!%'0$%^!2'!)*?)!*.F2,F&@&.%^!V'#C%*C&$9!
()&$&!V'#C%*C&$!#'&!'&,#%&1! %2! %)&!'*?*1! \;)*.&,#.1^!@21&,!#.1!'&S,&C%! %)&!
S&#%0'&$!2S!\*&&2#'1/.3#^!32'!\C22'1*.#%&1^9!,#:20'!'&,#%*2.$!$-$%&@$R!]*?)!
1*$@*$$#,!V'2%&C%*2.<! $%'2.?![2'X&'$^! '*?)%$! 3#.1![&#X! *.F&$%2'$^! '*?)%$9<!
)*?)! ,&F&,$! 2S! %'#*.*.?<! '&,#%*F&,-! $@#,,! &#'.*.?$! 1*SS&'&.%*#,$! #.1! )*?)!
&@V,2-&&! #0%2.2@-J,&$$! 1*'&C%! $0V&'F*$*2.! #'&! $2@&! 2S! %)&!
C)#'#C%&'*$%*C$!*1&.%*S*&1![*%)!%)*$!$-$%&@R!!

!
A.!$0@@#'-<!%)&!\E.?,2YI#>2.^!@21&,!%&.1$!%2!:&!,&$$!'&?0,#%&1!#.1!&>)*:*%$!@2'&!
S,&>*:*,*%-! *.! %)&! ,#:20'! @#'X&%! #$! C2@V#'&1! %2! %)&! \;)*.&,#.1^! @21&,R! +#:20'!
@#'X&%! S,&>*:*,*%-<! )2[&F&'<! C#.! :&! C#%&?2'*`&1! *.%2! %[2! 1*$%*.C%! $%'#%&?*&$! 2S!
&>%&'.#,!32'!.0@&'*C#,9!#.1!*.%&'.#,!32'!S0.C%*2.#,9!S,&>*:*,*%-!3E'F#.*%*$<!6OOf9R!!

!

!
*+N81,!AU!49,19+,/!03!O"?N-0D5<I0?Q!<?.!OMT+?,-<?.Q!P<K081!M,-<@+0?=!

!

$I@,1?<-!01!?8>,1+H<-! 3-,I+K+-+@:!C#.!:&!1&S*.&1!#$!%)&!V'2C&$$!%)'20?)![)*C)!
S*'@$! #%%&@V%! %2! '&$V2.1! %2! %)&! C)#.?&$! *.! %)&! 1&@#.1! S2'! %)&*'! V'210C%$! 2'!
$&'F*C&$! :-! _0#.%*%#%*F&,-! #1a0$%*.?! %)&! #@20.%! 2S! ,#:20'! &@V,2-&1! 3E'F#.*%*$<!

+#:20'!
;&,#%*2.$!

iE.?,2YI#>2.i!
"21&,!

i;)*.&,#.1i!
"21&,!

];"!L'#C%*C&$!

i+2[Y;2#1i!
L'#C%*C&$!

ii]*?)Y;2#1i!
L'#C%*C&$!

+#:20'!"#'X&%!
=,&>*:*,*%-!

P>%&'.#,!
=,&>*:*,*%-!

A.%&'.#,!
=,&>*:*,*%-!
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6OOf9R!()*$!$%'#%&?-!*$!1*'&C%&1!%2[#'1$!%)&!2:a&C%*F&!2S!C2$%!@*.*@*`#%*2.!#.1!*$!
#C)*&F&1! %)'20?)! &#$-! )*'*.?! #.1! S*'*.?! 2'! %)'20?)! %)&! 0$&! 2S! &>%&'.#,! ,#:20'!
@#'X&%R! P>#@V,&$! 2S! .0@&'*C#,! 2'! _0#.%*%#%*F&,-! S,&>*:,&! %-V&$! 2S! &@V,2-@&.%!
*.C,01&! [2'X&'$! :#$&1! 2.! %&@V2'#'-! 2'! S*>&1Y10'#%*2.! C2.%'#C%$! #.1! [2'X&'$!
)*'&1! %)'20?)!@#.V2[&'! #?&.C*&$R! ()&! 2:a&C%*F&! 2S! C2$%! '&10C%*2.! *$! %)&'&S2'&!
#C)*&F&1! %)'20?)! %)&! $*?.*S*C#.%! $#F*.?$! 2.! S*'@^$! [#?&! :*,,! :2%)! 1*'&C%,-! #.1!
*.1*'&C%,-<! $*.C&! S,&>*:,&![2'X&'$! #'&!2.,-!)*'&1! #.1!V#*1! #$! #.1![)&.! %)&-! #'&!
.&&1&1R!A.!#11*%*2.!%2!%)#%<!$0C)![2'X&'$!#,$2!&#'.!,2[&'![#?&$!*.!?&.&'#,!$*.C&!
%)&-!%&.1!%2!:&!,2[!$X*,,&1!#.1!'&C'0*%&1!#@2.?!,&$$!S#F2'&1!V&2V,&!3W,&*.X.&C)%<!
H2$%&.12'V<! L'#1)#.<! T! c##$%&V#1<! 6OO89R! A.&F*%#:,-<! %)*$! $%'#%&?-![*,,! ,&#1! %2!
)*?)&'! %0'.2F&'! 2S! V&'$2..&,<! ,#'?&'! &#'.*.?$! *.&_0#,*%-! #.1! )*?)&'! $)#'&$! 2S!
V&2V,&! )*'&1! 2.! %&@V2'#'-! C2.%'#C%$<![)*C)! '&$2.#%&! %)&! S&#%0'&$! 2S! \,2[Y'2#1^!
V'#C%*C&$R! ! I0C)! #C%*2.$! $&&@&1! %2! :&! #%! %)&! C2'&! 2S! \E.?,2YI#>2.^! &@V,2-@&.%!
@21&,<! [)*C)! &.C20'#?&! %)&! 0$&! 2S! #.! &>%&'.#,J.0@&'*C#,! S,&>*:*,*%-! $%'#%&?-!
3Z)20<!B&XX&'<!T!W,&*.X.&C)%<!6O559R!!
!
'?@,1?<-!01!38?H@+0?<-!3-,I+K+-+@:<!2.!%)&!2%)&'!)#.1<!*$!2.&!2S!%)&!C)#'#C%&'*$%*C$!
2S!#!\;)*.&,#.1^!&@V,2-@&.%!@21&,<![)*C)!S2C0$&$!2.!%)&!*.F&$%@&.%!*.!%'0$%!#.1!
,2-#,%-!2S!%)&*'![2'X&'$!:-!S#C*,*%#%*.?!#.1!V'2F*1*.?!%)&@![*%)!,2.?Y%&'@!C#'&&'!
2VV2'%0.*%*&$!3Z)20<!B&XX&'<!T!W,&*.X.&C)%<!6O559R!()&!%&'@!*%$&,S!C#.!:&!1&S*.&1!
#$! %)&!V'2C&$$!&@V,2-&1!:-! %)&! S*'@$! %2!#1#V%! %2! %)&*'! C)#.?*.?!.&&1$! %)'20?)!
_0#,*%#%*F&! #1#V%#%*2.! 2S! %)&*'! ,#:20'$R! ()&! $0CC&$$! 2S! %)&! $%'#%&?-! *$! )*?),-!
1&V&.1&.%!2.! %)&!@0,%*V,&!C2@V&%&.C*&$!2S! %)&! S*'@$^!&@V,2-&&$R!I0:$&_0&.%,-<!
S*'@$!2V%*.?!S2'!$0C)!$%'#%&?-!2S%&.!#%%&@V%!%2!S#C*,*%#%&!%)&!V'&C2.1*%*2.$!2S!)*?)!
#F&'#?&! ,&F&,! 2S! &@V,2-&&$^! $X*,,$! #.1! &10C#%*2.#,! _0#,*S*C#%*2.$! %)'20?)! a2:Y
'&,#%&1!%'#*.*.?<!%&#@Y[2'X*.?!2VV2'%0.*%*&$!#.1![2'X&'!*.F2,F&@&.%!*.!1&C*$*2.!
@#X*.?!V'2C&$$!3E'F#.*%*$<!6OOf9R!I0C)!#!C2.C&V%!2S!*.%&'.#,JS0.C%*2.#,!S,&>*:*,*%-!
$%'#%&?-! )*?),-! '&$&@:,&$![)#%! 1&S*.&1! #$! \)*?)Y'2#1^!];"!V'#C%*C&$! #.1! $2@&!
$%01*&$!)#F&!C,#*@&1!%)&*'!V2$*%*F&!C2.%'*:0%*2.!2.!,#:20'!V'210C%*F*%-!?'2[%)!*.!
%)&! 2'?#.*`#%*2.! 3W,&*.X.&C)%<! H2$%&.12'V<! L'#1)#.<! T! c##$%&V#1<! 6OO89R!
c&F&'%)&,&$$<!*%!*$!*@V2'%#.%!%2!.2%&!%)#%!$0C)!$%'#%&?-!12&$!.2%!C2@&!C)&#V,-!#.1!
'&_0*'&$! #11*%*2.#,! '&$20'C&$! S'2@! %)&! S*'@R!]&.C&<! *%! *$! 1&&@&1!0.$0*%#:,&! S2'!
C2$%!@*.*@*`#%*2.!2:a&C%*F&$R!!
!

8797 ;4U$".(#"10,&51-&>-)(0"V(#"10($&J#-(#%)W&
!

+#:20'!S,&>*:*,*%-! *$!2S%&.!#$$2C*#%&1![*%)!V'210C%*F*%-!?'2[%)!#.1!%&C).2,2?*C#,!
V'2?'&$$<!&F&.!%)20?)!2V*.*2.$! *.!)2[!%2!#C)*&F&!?'2[%)!#.1! *..2F#%*2.!1*SS&'R!
h)*,&!];"!#.1!#1@*.*$%'#%*F&!$C*&.C&!,*%&'#%0'&$!?&.&'#,,-!#?'&&!%)#%!)*?)!'2#1!
V'#C%*C&$! *$! :&.&S*C*#,! S2'! 2F&'#,,! 2'?#.*`#%*2.#,! V&'S2'@#.C&! 3K22X&<! 6OO59!
3"*C)*&! T! I)&&)#.Ye0*..<! 6OO59! 3U*,,<! 6OO79<! *%! $%*,,! '&@#*.$! #! 1&:#%#:,&! *$$0&!
#@2.?! %)&! &C2.2@*$%$! 2.! [)*C)! &C2.2@*C! @21&,! *$! :&%%&'! S2'! %)&! $0CC&$$! *.!
C2@V&%*%*F&!#.1!*..2F#%*F&!&C2.2@*&$R!!
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!
"#*.$%'&#@!&C2.2@*$%$!#'?0&!%)#%!'*?*1! ,#:20'!@#'X&%$!C)#'#C%&'*`&1!:-!$%'2.?!
0.&@V,2-@&.%!:&.&S*%$<!$%'2.?! ,#:20'!V'2%&C%*2.! ,&?*$,#%*2.!3#.1![&#X!*.F&$%2'!
V'2%&C%*2.9! #$![&,,! #$! $%'2.?! %'#1&! 0.*2.$! 3\;)*.&,#.1^!@21&,9<! #'&! %)&! '&#$2.$!
:&)*.1!)*?)!0.&@V,2-@&.%!#.1!,*@*%&1!S,&>*:*,*%-!%2!#1#V%!%2!C)#.?&$!*.!@#'X&%!
1&@#.1!#.1!$0VV,-! 3K2'$*!T!;2.C#?,*#<!6OO69! 3E?&,,<!5ggg9! 3/#$$#.*.*!T!P'.$%<!
6OO69R! +#:20'! @#'X&%! S,&>*:*,*%-! *$! C2.$*1&'&1! #$! %)&! X&-! #$$&%! #.1! $%'#%&?*C!
'&#$2.!:&)*.1!%)&!,2[!0.&@V,2-@&.%!'#%&!#.1!%)&!C2@V&%*%*F&!$0CC&$$!2S!\E.?,2Y
I#>2.^! &C2.2@*&$! *.! C20.%'*&$! ,*X&!GI! #.1!GW! 3"*C)*&!T! I)&&)#.Ye0*..<! 6OO59!
3"*C)*&!T!I)&&)#.<!6OOd9R!I*@*,#'!@&$$#?&$!)#F&!#,$2!:&&.!&>V'&$$&1!'&V&#%&1,-!
:-!F#'*20$! *.$%*%0%*2.$! ,*X&!P0'2V&#.!K2@@*$$*2.<! A.%&'.#%*2.#,!"2.&%#'-!=0.1!
3A"=9! #.1! %)&! HPKB! 3P0'2V&#.! K2@@*$$*2.<! 6OOd9! 3A"=<! 6OO79! 3HPKB<! 6OO69!
3HPKB<!6OOd9R!!
#
K'*%*C$!2S!%)&!'*?*1!\;)*.&,#.1^!@#'X&%$!#'?0&!%)#%!$%'*C%!,#:20'!@#'X&%!'&?0,#%*2.$!
)#F&! @#.-! 1*$#1F#.%#?&$<! [)*C)! *.C,01&! %)&! '&,0C%#.C&! 2S! ,2.?Y%&.0'&1!
&@V,2-&&$! %2! #1#V%! %2! .&[! V'2C&$$! #.1! %&C).2,2?-! 3\,2CXY*.^! &SS&C%$9!
3AC).*20[$X*<! I)#[<! T! K'#.1#,,<! 5ggf9<! #$![&,,! #$! 1*SS*C0,%*&$! *.! '&V,#C&@&.%! 2S!
,&$$! V'210C%*F&! V&'$2..&,! #.1! '&#,,2C#%*2.! 2S! [2'X&'$! S'2@! 2,1J1&C,*.*.?!
*.10$%'*&$! %2! .&[,-! &@&'?*.?! *.10$%'*&$! 3[)*C)! @#-! $0:$&_0&.%,-! V'&F&.%!
#12V%*2.!2S! ,#:20'Y$#F*.?!V'2C&$$!*..2F#%*2.$!#.1!,&#1!%2! \*.F&$%@&.%!)2,1Y0V^9!
3/#$$#.*.*!T!P'.$%<!6OO69!3IC#'V&%%#!T!('&$$&,<!6OO49!3"#,C2@$2.<!5gg79R!!
!
A.! #11*%*2.! %2! %)#%<! #'?0@&.%$! S#F2'*.?! )*?)&'! .0@&'*C#,! S,&>*:*,*%-! #.1! @2'&!
S,&>*:,&!,#:20'!@#'X&%$![*,,!2S%&.!*.C,01&!,#:20'!C2$%!#$!V#'%!2S!%)&!'&#$2.*.?R!A.!
?&.&'#,<! $%'2.?&'![2'X&'! '*?)%$![*,,! *.C'&#$&![2'X&'$^! :#'?#*.*.?!V2[&'<! )&.C&!
#,,2[*.?! %)&@! %2! 1&@#.1! S2'! )*?)&'! [#?&$! #.1! $0:$&_0&.%,-! ,&#1! %2! )*?)&'!
,#:20'!C2$%!3/0C)&,&!T!K)'*$%*#.$&.<!5ggg9R!]2[&F&'<!*.!F*&[!2S!C0''&.%!V'2C&$$!
2S! ?,2:#,*`#%*2.<! #.! *.%&.$*S*&1! C2@V&%*%*2.! S'2@! ,2[Y[#?&! C20.%'*&$! %2?&%)&'!
[*%)!%)&!*.C'&#$*.?!0.&@V,2-@&.%!'#%&<!C'&#%&!%'&@&.120$!V'&$$0'&!S2'!1*'&C%*.?!
%)&! ,#:20'! @#'X&%! %2[#'1$! @2'&! S,&>*:*,*`#%*2.! 3E?&,,<! 5ggg9R! I%'*.?&.%! ,#:20'!
'&?0,#%*2.$!#'&!:,#@&1!S2'!*.C'&#$*.?!%)&!C2$%!2S![2'XS2'C&!#1a0$%@&.%!3*R&R!)*'*.?!
#.1! S*'*.?! 1&C*$*2.! 0.1&'! #1F&'$&! &.F*'2.@&.%9<! [)*C)! *$! .&C&$$#'-! #.1! 2S%&.!
*.&F*%#:,&!%2!#1a0$%!%2!%)&!C)#.?*.?!@#'X&%!C2.1*%*2.$!3IC#'V&%%#!T!('&$$&,<!6OO49!
3/#$$#.*.*!T!P'.$%<!6OO69R!E$!@&.%*2.&1!&#',*&'<!S*'@$!2S%&.!C)22$&!%2!#12V%!\,2[!
'2#1^! V'#C%*C&$! S2'! C2$%! @*.*@*`#%*2.! '&#$2.<! [)*C)! *$! #C)*&F&1! &*%)&'! 1*'&C%,-!
%)'20?)! ,2[! &@V,2-&&! [#?&$! 2'! *.1*'&C%,-! %)'20?)! %)&! 0$&! 2S! S*>&1Y%&'@!
JC#$0#,J$&#$2.#,J%&@V2'#'-! &@V,2-&&$! 3.0@&'*C#,! S,&>*:*,*%-9! 3"*C)*&! T!
I)&&)#.Ye0*..<! 6OO59R!H.! %)&! C2.%'#'-<! \)*?)Y'2#1^! V'#C%*C&$![*%)!)*?)! *.%&'.#,!
S,&>*:*,*%-!'#%&$!12!.2%!,&#1!%2!C2$%!$#F*.?$<!:0%!*.C'&#$&!%)&!2F&'#,,!C2$%$!*.$%&#1!
3W,&*.X.&C)%<!H2$%&.12'V<!L'#1)#.<!T!c##$%&V#1<!6OO89R!!
!



N!
!

L'2V2.&.%$! 2S! S,&>*:,&! ,#:20'! '&,#%*2.$![*,,! #'?0&! %)#%! \@2'&! S,&>*:*,*%-^! 3)*?)&'!
,#:20'! %0'.2F&'9! *$! #C%0#,,-! S#F20'#:,&! %2! S*'@$^! *..2F#%*F&!V2%&.%*#,! 3%)&! $%#%*C!
h#,'#$*#.!F*&[9<!#$!,#'?&'!*.S,0>!2S!.&[![2'X&'$![*,,!&>V#.1!%)&!S*'@$^!.&%[2'X<!
)&.C&!&.)#.C*.?!%)&*'!V22,!2S!*..2F#%*F&!*1&#$!3B&[Y/&CX&'!T!U2'12.<!6OON9R!H.!
%2V!2S!%)#%<!*%!*$!#'?0&1!%)#%!S*'@$![*,,!)#F&!%)&!#:*,*%-!%2!'&V,#C&!,&$$!V'210C%*F&!
V&2V,&!:-!@2'&!V'210C%*F&!2.&$<!)&.C&!'&$0,%*.?!*.!)*?)&'!$#,&$!#.1!V'210C%*F*%-!
?'2[%)! 3IC#'V&%%#! T! ('&$$&,<! 6OO49R! ='2@! #! ];"! @#.#?&@&.%! V&'$V&C%*F&<!
)*?)&'! %)'&#%! 2S! 1*$@*$$#,! *.! \E.?,2YI#>2.^! ,#:20'! @#'X&%! 310&! %2! ,2[&'!
V'2%&C%*2.!#?#*.$%!,#-2SS9!@#-!#C%0#,,-!V'&F&.%!%)&![2'XY$)*'X*.?!V'2:,&@!3Z)20<!
B&XX&'<!T!W,&*.X.&C)%<!6O559R!!
#
]2[&F&'<! *%! $)20,1! :&! .2%&1! %)#%! )*?)! ,#:20'! S,&>*:*,*%-! #,$2! C2@&$! [*%)!
1'#[:#CX$R!A.!%)&!$%01-!2S!B0%C)!S*'@$<!W,&*.X.&C)%!&%!#,R!36OO89!S20.1!%)#%!&F&.!
%)20?)! %)&! V'#C%*C&$! 2S! S,&>*:,&! \)*'*.?! #.1! S*'*.?^! 3\E.?,2YI#>2.^! @21&,9! @#-!
*.1&&1! ,&#1! %2! )*?)&'! a2:! C'&#%*2.<! %)*$! *$! #C)*&F&1! #%! %)&! &>V&.$&! 2S! ,#:20'!
V'210C%*F*%-! ?'2[%)! 3W,&*.X.&C)%<! H2$%&.12'V<! L'#1)#.<! T! c##$%&V#1<! 6OO89R!
()*$!*$!#,$2!*.!,*.&![*%)!%)&!&#',*&'!@#C'2Y,&F&,!$%01-!:-!/0C)&,&!#.1!K)'*$%*#.$&.!
35ggg9<![)*C)!C2.C,01&!%)#%![)*,&!,&$$!'&?0,#%&1!GI!$%-,&!,#:20'!@#'X&%$!3\E.?,2Y
I#>2.^!@21&,9!@#-!V'2@2%&! &@V,2-@&.%! ?'2[%)<! %)&-! #,$2! *.)*:*%! V'210C%*F*%-!
?'2[%)!#%!%)&!$#@&!%*@&!3/0C)&,&!T!K)'*$%*#.$&.<!5ggg9R!!
!
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International Labour Organisation (ILO),
which, since the early 1960s, has carefully
reclassified national employment surveys into
standardized and commensurable categories
for comparative international purposes. This
management ratio (MR) is used as an indicator
of the intensity of supervision and monitoring
by management (Gordon, 1994, 1996;
Buchele and Christiansen, 1999). It can be
interpreted as an (negative) indicator of the
extent to which management trusts employ-
ees, and of the degree of autonomy workers
have in organizing and coordinating their
work activities. The vertical axis represents
the average annual real wage growth (per
hour worked) between 1984 and 1997.

The scatter plot suggests that there indeed
exists a negative relationship, or trade-off,
between real wage growth and the intensity
of supervision. The results of an ordinary
least squares (OLS) regression of the average
annual rate of growth of real wages on the

management ratio MR, presented in the first
row of Table 9.1, confirm that there exists a
statistically significant (at 5 percent) and neg-
ative relationship; the explanatory power of
the estimated relationship is, however, quite
low (the adjusted R2 is only 0.08).

However, closer inspection of the data in
Table 9.2 and of the scatter-plot in Figure
9.1 reveals that the relationship is not robust:
it strongly depends on the cases of Australia,
Canada, and the US. If we exclude from the
analysis any combination of two out of these
three countries, the estimated coefficient of
real wage growth becomes statistically
insignificant. If Australia and Canada are
excluded, the t-value becomes –0.90; if
Australia and the US are left out, it becomes
–1.19; and if we exclude Canada and the US,
the t-value is –0.93. The negative association
thus is a statistical artifact, because it depends
on wage–supervision combinations in only
two or three out of 19 countries.
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! Figure 9.1 Scatter plot of intensity of supervision and average annual real wage growth: 19
OECD countries (1984–1997)
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T)(.#(.&#8)(&7+(67&'V!

!
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#.1! S,&>*:,&! ,#:20'! '&,#%*2.! $-$%&@$! #'&! :&.&S*C*#,! S2'! V'210C%*F*%-! #.1! %)&!
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#<1@+H+R<@+0?! ABCB! ABBA! ABBY! ABB`! ABB]! ABBB! EFFA! EFFY! EFF`! EFF]! EFFB!

ABCB! EWMG# 5d4d! g8f! 874! 48N! 6g5! 565! 7O! d8! 6d! 66!
ABBA! ! IWL# 44f! 6g8! 5gd! 56O! 4N! 68! 57! 56! 56!
ABBY! ! ! QOL# 4O7! 6f6! 5f6! 8N! dN! 6f! 5g! 54!
ABB`! ! ! ! GJGG# 7g4! 44g! 5g5! g8! fO! df! 66!
ABB]! ! ! ! ! LEM# 4dN! 57O! g4! f6! dd! 68!
ABBB! ! ! ! ! ! GEOE# f48! 674! 56O! gd! 87!
EFFA! ! ! ! ! ! ! GXXI# g7f! 448! 6fg! 5Nd!
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and environment decline. Structural outcomes of downsizing are contingent upon the 
downsizing strategy used. Second, it explains variation in structural response to 
decline by specifying how downsizing strategy mediates organization structure. Be- 
cause downsizing strategies vary in their impact on structural differentiation, downsiz- 
ing can generate both mechanistic and organic shifts in organization structure. 
Finally, it serves as an incentive to future research. Propositions about the relation- 
ship between downsizing strategy and organizational structure are outlined. Sugges- 
tions are offered for research designs that accommodate the model. 

Downsizing Strategy Alternatives 

Ongoing organizational and environmental change creates an ever-present possibil- 
ity that misalignment within an organization and between an organization and its 
environment can occur (Gresov 1989, Drazin and Van de Ven 1985). Downsizing is 
management's reduction in their organization's use of human and/or capital re- 
sources to correct misalignment and improve performance when organization decline 
and environmental decline are present. Through selective cuts in resources, the 
organization's internal processes and domain choice are realigned with limited 
environmental opportunities. 

While organizations frequently grow out of performance declines by increasing size 
to obtain economies of scale or increases in market power (Porter 1985), growth 
alternatives are less feasible when managers are confronted by both organization and 
environment decline (Harrigan 1980). Even organizations pursuing growth strategies 
in declining environments are not immune from downsizing (DeWitt 1991). 

Four downsizing strategies provide managers with a wide range of alternatives to 
improve organization performance when confronted by varying levels of organization 
and environmental decline (Figure 1). The strategies vary by where downsizing 
actions are directed and the type of organization change warranted. Organization 
decline, generated by mismanagement, requires downsizing strategies that are di- 
rected at an organization's structural arrangement (Whetten 1987). Changes are 
made in the standardization, formalization, centralization and structural differentia- 
tion of work to improve performance (Daft 1986, Mintzberg 1979). 

Environment decline, generated by changes in an organization's competitive envi- 
ronment, requires downsizing strategies that are directed at an organization's domain 
(Zammuto and Cameron 1985). Changes are made in the breadth of products and/or 
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