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This study examines two-tier provisions—a form of labor segmenta-
tion in firms that is increasingly formalized in collective agreements.
Drawing on a large population of Canadian collective agreements
from the private sector, the authors show that the adoption of these
provisions is related more to industrial relations context than to eco-
nomic uncertainty. Also, depending on whether the two-tier provi-
sions focus on compensation or on job security, their determinants
operate dissimilarly. This study contributes to labor market segmen-
tation theory by showing the circumstances under which collective
bargaining can marginalize newly hired workers in the primary labor
market, namely, weak union power, pressures from sectoral compari-
sons, employer use of concessionary tactics and, ironically, collective
agreements featuring advantageous working conditions.

Economic fluctuations, increased competition, new consumer demands,
and the introduction of new technologies have created uncertainty

around the world, leading firms to reconfigure organizational structures
and forms of traditional jobs (Weil 2014). This trend has resulted in the
precarization of a growing portion of the workforce (ILO 2015), which con-
tributes to the dualization of the labor market and creates two types of
industrial citizens, one being better protected than the other. According to
the labor market segmentation theory, the labor market is therefore divided
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into two segments, distinguished mainly by the level of compensation and
degree of job stability: the primary market, in which jobs are stable and well
paid, and the secondary market, in which jobs are insecure and less well
remunerated (Doeringer and Piore 1971; Hudson 2007).

Union presence has historically been highest in the primary labor mar-
ket, with unions concentrating their organizing efforts in this segment to
consolidate better conditions for workers. Despite recent attempts by trade
unions to organize ‘‘outsiders’’ (those working not in the primary labor
market) (Hyman and Gumbrell-McCormick 2017), these workers still do
not enjoy adequate protection afforded by collective agreements, and they
are too often disadvantaged by social protection schemes set up by the state
(Lindbeck and Snower 1988; Rueda 2007). Nonetheless, even workers in
the primary market, where they are better represented and better pro-
tected, are targeted by employers’ rationalization and flexibilization efforts.
The work of Chaison (2012) showed that the ability of unions to make gains
through bargaining has declined significantly in recent years. Caught in a
logic of concession bargaining, unions struggle to negotiate agreements that
meet workers’ security needs (Laroche 2013), and some have even accepted
two-tier provisions on wages, job security, and other working conditions
(Chaison 2012; MacNeil 2013; Lauzon Duguay, Jalette, and Hallé 2017a).

Two-tier provisions allow for differences in the treatment of workers
according to the date they were hired, with newly hired workers granted less
advantageous working conditions than their previously hired co-workers
have, even though they are performing the same tasks in the same establish-
ment (Rees 1993). These disparities can affect wages or other conditions,
such as the pension plan, access to tenure, job security, or work schedules,
and are clearly unjust for the workers targeted. In practice, two-tier provi-
sions lead to segmentation, not only between core and peripheral workers
but also within the group of core workers. Inequalities have persisted for
many years, mostly between insiders and outsiders, but they are now being
integrated into the primary labor market, within the union’s bargaining
unit itself. These provisions, which represent a significant breach of equity
between workers in the primary market, also constitute a threat to solidarity
among the ranks of trade unions, as these new internal outsiders could
deem that their interests are not being adequately represented by the union
(Martin and Lee 1996; Dufour-Poirier and Laroche 2015). This phenom-
enon reaffirms the relevance of the current debate on the capacity and will-
ingness of trade union organizations to reverse the widespread insecurity
(Hyman and Gumbrell-McCormick 2017) embodied by these provisions.

Possible factors explaining the presence of two-tier provisions have
received little attention to date. Our investigation seeks to better under-
stand the conditions under which collective bargaining, a tool designed to
create and maintain equity in the workplace, has facilitated the develop-
ment of this source of inequality. Could this be a red flag, indicating that
collective bargaining no longer has the capacity to effectively play its pri-
mary role as a mechanism for worker protection and the promotion of
equity with regard to all aspects of work?
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Our analysis is based on the entire population of collective agreements in
force in the private sector in Quebec on December 31, 2012 (N = 5,285).
We conducted multivariate statistical analyses to assess and control for the
influence of various factors. This Canadian province was selected because
its industrial relations system appeared to offer a particularly rich field for
study given its high level of decentralization, which is likely to foster inequal-
ity (Kristal and Cohen 2007) and generate a more advantageous balance
for employers between flexibility-enhancing measures and security commit-
ments to workers (Marginson and Galetto 2016).

Two-Tier Provisions: Types, Their Development, and Determinants

In their most common form, two-tier provisions seek to apply different wage
scales to various groups of employees on the basis of their hiring date, thus
preventing new employees from gaining access to wages granted to an ear-
lier generation of workers (Rees 1993; Chaison 2012). As a general rule,
such clauses provide for two-tier wage plans, with the pay scale for newly
hired employees (Scale B) being less advantageous than the one in place
for previously hired employees (Scale A). These plans can be applied on a
permanent or a temporary basis (MacNeil 2013). In the latter case, the two
pay scales will gradually converge over time. These two-tier wage provisions
can take on various forms, such as multi-tier wage structures (two or more
pay scales or different wage rates) for the same occupation, a lower entry-
level wage, or additional steps in the pay scales for newly hired workers,
such that it will take them longer to reach the top wage level.

Whereas the most classic type of two-tier provision essentially concerns
wages, a broader understanding of this notion is required since two-tier pro-
visions can also involve other conditions related to compensation (e.g.,
fringe benefits: insurance, pension plan, and so forth) or job security (e.g.,
duration of the probationary period). In all cases, under these provisions
newly hired workers will not have access to the working conditions in ques-
tion or will have reduced access to them compared to workers who were
hired before the provisions came into effect. Thus, two-tier provisions create
two classes of citizens in the workplace, a privileged class that has all the
advantages and an underclass that has fewer advantages.

Two-Tier Provisions: A Permanent Development Imposed by Employers?

Two-tier provisions can be traced back to the 1960s in the United States,
especially in the retail food industry, followed in the 1970s by the air trans-
port industry (Martin and Heetderks 1990; Gallun 1999). Then, during the
subsequent economic crisis in the 1980s, ‘‘institutionalized’’ recourse to
these provisions in the collective agreement became more common as a
result of the financial difficulties experienced by many unionized firms,
along with market deregulation and increasing competition from non-
unionized firms (Ichniowski and Delaney 1990). According to Kochan, Katz,
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and McKersie (1994), one of the important changes transforming industrial
relations at that time was that employers took the initiative, demanding sig-
nificant union concessions in response to these competitive pressures. Some
employers saw two-tier provisions as the best way to bring down labor costs
and to survive the competition from non-unionized firms with lower labor
costs (Jacoby and Mitchell 1986), without angering senior workers
(Townsend and Partridge 1999), given that across-the-board wage decreases
have generally been associated with a negative impact on employee morale
and productivity (Bewley 1999). Although concession bargaining subse-
quently receded until the early 2000s, the prevalence of these provisions nev-
ertheless remained stable in collective agreements (Chaison 2008).

In Canada, two-tier provisions emerged during the recessions of the
1980s and 1990s, in the same industries as in the United States, particularly
the air transport industry and the wholesale and retail trade sector (Walker
1987). Although many of these provisions subsequently disappeared, some
of them persisted in the retail sector in spite of the economic recovery. In
the province of Quebec, two-tier provisions first emerged in the retail sector
and later in the municipal sector, which was forced by the Government of
Quebec in the late 1990s to reduce municipalities’ wage bill by 6%. Studies
conducted in the 1990s revealed that the percentage of collective agree-
ments including multi-tier wage structures (two or more tiers) varied over
the years from 2.6% to 8.0% (Ministère du Travail 1998). These results
might suggest that such measures were merely a passing phenomenon, a
temporary response to the economic situation. Other studies conducted in
the late 1990s, however, adopted a broader perspective of this issue and
considered not only wages but also hours of work, holidays, annual leave,
rest days, family-related leave, work uniforms, and the length of the proba-
tionary period—the results of which painted a very different picture
(Ministère du Travail 1999). These studies showed that two-tier provisions
were concentrated in three sectors, being present in 80% of collective
agreements in the food industry, 40% of those in the municipal government
sector, and 20% of those in the manufacturing sector. In addition, these
studies showed the relevance of considering not only wage disparities but
also widespread disparities affecting other conditions in order to provide a
more comprehensive picture of precariousness in unionized workplaces.

In a report on the application of the provisions of the Act Respecting Labor
Standards concerning two-tier provisions,1 the Quebec Ministry of Labour
observed that the proportion of collective agreements containing permanent

1Essentially, the law prohibits disparities on wages, hours of work, statutory general holidays and non-
working days with pay, paid annual leaves, rest periods, absences owing to sickness, accident or a criminal
offense, absences and leaves for family reasons or parental reasons, notice of termination of employment
or layoff, and work certificate and miscellaneous other standards (e.g., uniform, equipment, and tools).
It also establishes that a working condition based on seniority or length of service does not derogate
from the law, nor are they a temporary disparity, to the extent that it is reabsorbed within a reasonable
time.
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two-tier provisions decreased only slightly, from 6.2% to 5.3%, between 2000
and 2004 (Ministère du Travail 2004). During this same period, the propor-
tion of agreements with temporary two-tier wage provisions, permitted by
law, more than doubled (from 3.3% to 7.8%). In 2016, according to data
from the Quebec Ministry of Labour, approximately 13.7% of all collective
agreements in the province included two-tier provisions pertaining to various
working conditions. These provisions are more often found in the private
sector (15.2%) than in the public sector (9.7%) (Lauzon Duguay, Laroche,
and Jalette 2017b). The sectors in which disparities are most frequent are
retail trade (23.0%); the primary sector (21.3%); wholesale trade (20.9%);
real estate services, advertising agencies, and insurance (20.9%); and manu-
facturing industries (20.0%). These findings show that two-tier provisions
were not just a passing phenomenon in Quebec. As noted by Chaison
(2012) and MacNeil (2013), the 2008 financial crisis led to a resurgence in
the need for American and Canadian employers to cut labor costs. One of
the best ways to accomplish this, without causing too much pain to current
workers, was still to impose two-tier provisions granting less generous wages,
fringe benefits, and job security measures to newly hired employees.

Issues Raised for Unions

Although two-tier provisions are often a lesser bargain negotiated by unions
to save jobs or to protect certain working conditions of its current members,
they raise several issues for unions. The negative effects of two-tier provi-
sions on workers’ attitudes, behaviors, and the working climate are well
documented (Cappelli and Sherer 1990; Brown, Gardner, Oswald, and
Qian 2008) and raise significant challenges for unions regarding equity
(Martin and Peterson 1987) and fairness (Rees 1993) among workers. Two-
tier provisions are criticized because they challenge the principle of equity,
the basic tenet of equal pay for equal work that is so dear to union organiza-
tions and promoted in the compensation management literature (Martin
and Peterson 1987; Martin and Lee 1996; Lauzon Duguay et al. 2017a). By
agreeing to introduce two-tier provisions, unions (and employers) violate
the principles of equity and fairness in the determination of wages and
working conditions (Rees 1993).

Introducing two-tier provisions in collective agreements also challenges
the union’s duty of fair representation of the employees in its bargaining
units (Jacoby and Mitchell 1986; MacNeil 2013). In most Canadian jurisdic-
tions, this duty is recognized; however, case law has shown that recourse by
employees affected by two-tier provisions, on the grounds of a failure of the
duty of fair representation by their union, has not been the most effective
way to force the withdrawal of such provisions from collective agreements
(MacNeil 2013).

Two-tier provisions are also likely to create serious tensions within the
bargaining unit and to significantly weaken internal solidarity (Rose and
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Chaison 1996; Dufour-Poirier and Laroche 2015), because these provisions
sow divisions within the ranks, especially as low-tier employees become
increasingly representative and begin to express their opposition and dis-
content (Jacoby and Mitchell 1986). Indeed, protest movements within
union organizations have been organized to denounce these provisions,
which are deemed to be unfair and discriminatory. The tensions within
employee groups can be so serious as to lead the employees targeted by
these provisions to question the very legitimacy of the union actor, whose
effectiveness as a bargaining agent has been harshly criticized (Chaison
2008).

Two-tier provisions raise serious debates within union organizations
and workplaces. The various issues surrounding these provisions call for a
closer examination of the factors explaining their adoption in collective
agreements.

The Determinants of Two-Tier Provisions

The vast majority of studies examining two-tier provisions were conducted
in the 1980s and ‘90s and were aimed primarily at better understanding the
effects of these provisions in financial terms and with regard to the attitudes
of the employer and union actors concerned (Jacoby and Mitchell 1986;
Martin and Peterson 1987; Cappelli and Sherer 1990; Brown et al. 2008).
Recent literature has not often addressed these provisions, which neverthe-
less remain highly relevant, as shown by the development and tenacious
presence of two-tier provisions in collective bargaining (Chaison 2012;
Lauzon Duguay et al. 2017b). In seeking to bring out the main determi-
nants of the presence of two-tier provisions in collective agreements, we
thus hope to contribute significantly to this literature. We identified five
explanations for the adoption of the provisions: economic uncertainty,
union capacities and resources, concessions negotiated by the parties, the
maturity of the collective bargaining agreement, and sectoral comparisons.

Economic Uncertainty

Over recent decades, employers have tried, and mostly succeeded, to make
collective agreements compatible with economic uncertainty. This approach
has led them to introduce more flexibility in work organization and working
conditions (Jalette, Laroche, and Trudeau 2017) and, in some cases, to
demand two-tier provisions relating to wages, employment status, and other
working conditions (Chaison 2012; MacNeil 2013; Lauzon Duguay et al.
2017b).

The impact of economic uncertainty is put forward in the literature to
explain the use of two-tier provisions (Jacoby and Mitchell 1986; Walker
1987; Ichniowski and Delaney 1990; Chaison 2007; Bunkley 2008). In fact,
according to these studies, the increased recourse to these provisions can
be explained by the economic difficulties experienced by firms, whether
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during periods of recession or economic crises, or through exposure to
international competition. The economic and financial crisis of 2008 pro-
vided a significant incentive for employers to resort to two-tier provisions
in an effort to reduce labor costs. Adopting these provisions was also con-
sidered a valid way for the parties to avoid plant closures and associated
job losses during economic downturns (Barkholz 2007; Chaison 2007).
Although the prevalence of two-tier provisions was expected to decrease
when the economy recovered, Chaison (2012) observed that the ultra-
concessions negotiated during the crisis were made without any promise
by the employer that they would be temporary. As shown earlier, their
recurrent presence in the industrial relations landscape, for decades now,
is another significant blow to the assumption of their cyclical or tempo-
rary presence. Moreover, beyond the financial crisis, various other
economic factors can fuel the uncertainty that is likely to influence
the power of the parties and the bargaining process itself, such as fluctua-
tions in business cycles, inflation, and unemployment rates (Sano and
Williamson 2008).

Proposition 1: Two-tier provisions will be more likely to be found in collective
agreements negotiated during periods of greater economic uncertainty.

Union Capacities and Resources

The context of insecurity is known to be a factor that can limit the impact
of unions in the workplace (Lehndorff and Haipeter 2011). However,
union’s bargaining power is likely to make a difference in its overall
capacity to improve its members’ working conditions. According to
Lévesque and Murray (2005), union power is closely tied to the capacity
of a local union to mobilize various power resources related both to exter-
nal factors, such as union sectoral coverage, and to internal factors, such
as the number of union members. Previous studies have shown, for
instance, that higher union coverage is associated with higher benefits for
workers (Jaumotte and Osorio Buitron 2015) and a reduction in inequal-
ity in workplaces (Kenworthy and Pontusson 2005; Lin and Tomaskovic-
Devey 2013). The most powerful unions, those with the capacity to
develop and mobilize their power resources, may be better able to resist
employer demands for concessions at the bargaining table, including two-
tier provisions. And yet, as mentioned earlier, some unions see their bar-
gaining power weakened and are forced to make concessions, so they
have chosen to agree to two-tier provisions, believing them to be the only
alternative to job losses (Chaison 2007).

Proposition 2: Two-tier provisions are more likely to be found when the union
that negotiated the collective agreement has fewer capacities and resources.
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Concessions Negotiated by the Parties

The prevailing discourse aimed at justifying the recourse to two-tier provi-
sions in collective agreements also puts forward the employers’ need for
flexibility, in terms of both work organization and wages. In the early 2000s,
the logic of collective bargaining underwent a considerable transformation,
allowing employers to demand significant concessions on work organiza-
tion, seniority, wages, and other benefits (Chaison 2012; Jalette et al. 2017).
Note that two-tier provisions are likely to be adopted in this kind of
concession-driven dynamic and are thus most often found in collective
agreements containing other union concessions on various issues, such as
flexibility and security. As such, union concessions on two-tier provisions are
not likely to appear on their own in collective agreements, but rather as part
of a ‘‘bundle of union concessions.’’

Proposition 3: Two-tier provisions are more likely to be found in collective agree-
ments that contain more employer-centered flexibility provisions and fewer
employee-centered security provisions.

Maturity of the Collective Agreement

Jalette et al. defined mature collective agreements as ‘‘the product of several
rounds of negotiations that have resulted in content covering a range of
working conditions and provisions relating to the relations between the par-
ties and of which they have been relatively satisfied over the years’’ (2017:
490). Thus, over time and rounds of negotiations, the parties have suc-
ceeded in constructing a collective agreement reflecting their respective
concerns and covering a wide range of working conditions and processes
governing their relationships.

Consequently, collective agreements that have been built over time gen-
erally contain better working conditions and cover a wider range of issues
than do newer collective agreements (Stieber 1959; Laroche, Jalette, and
Lauzon Duguay 2014). Given the level and range of working conditions
contained in these mature contracts, they are likely to be targeted by
employers in concession bargaining. In addition, current employees may
also wish to retain their vested interests and accept lower conditions for
future employees.

Proposition 4: Two-tier provisions are more likely to be found in mature collec-
tive agreements.

Orbits of Comparison

Every collective bargaining process involves some form of comparison
aimed at enabling the parties to adopt the same or similar measures as
those adopted by other organizations in the same organizational field
(Marginson and Sisson 2004). Ross (1948) introduced the concept of orbits

8 ILR REVIEW



of coercive comparison to describe the tendency in collective bargaining to
match the working conditions provided in other workplaces. Sectoral
dynamics and the game of coercive comparisons, forcing firms in the same
sector to adopt similar practices, play a role in the determination of bargain-
ing outcomes. We believe that the recourse to two-tier provisions may result
from this process of comparison. For employees and their union, fairness and
equity play an essential role in setting their expectations regarding the tar-
geted bargaining outcomes. Moreover, our literature review clearly showed
that two-tier wage provisions are more prevalent in industries such as the
retail, airline, and manufacturing sectors, which lends support to this argu-
ment and shows the relevance of empirically examining whether belonging to
a given sector or region leads the parties to adopt two-tier wage provisions.

Proposition 5: Two-tier provisions are more likely to be found in collective agree-
ments when the prevalence of such provisions is higher in their orbits of
comparison.

Data and Sources

The data used in this research were provided by the Quebec Ministry of
Labour, which analyzes and codifies various aspects of the content of all
labor contracts signed by the parties in the province. The parties are legally
required to send a copy of the labor contract they have agreed on to the
Ministry, which also collects administrative information on the local union
and management. This information was merged with the data on collective
agreements. We obtained other information on the prevailing economic
context in Quebec from the Institut de la statistique du Québec. The data-
base we constructed contains information on the entire population of 5,285
collective agreements in force on December 31, 2012, in Quebec’s private
sector. Thus, our research is based on a cross-sectional analysis comparing
collective agreements at a given moment in time. Although we compared
agreements that had been settled at different times, we were able to ade-
quately control for the prevailing environmental factors by including eco-
nomic data from the year prior to the settlement year in our analysis,
enabling us to capture the economic conditions prevailing at the time the
parties negotiated the agreement (and were likely considered by them).

A short definition, descriptive statistics, and the expected sign of each
variable are presented in Table 1. In addition to the dependent variables
and control variables, this table lists the independent variables, classified
into the following groups corresponding to the theoretical factors described
earlier in the article.

Dependent Variables

To take into account the various possible forms of disparity among workers
in the same bargaining unit brought out in several studies in Quebec
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(Ministère du Travail 2004; Lauzon Duguay et al. 2017b), we considered
two-tier wage provisions as well as two-tier provisions related to other work-
ing conditions. We used three indicators of our dependent variable. Our
first indicator was whether any two-tier provision was present in the collec-
tive agreement. We found two-tier provisions in 14.9% of the collective
agreements included in our study. The other two indicators referred to spe-
cific types of two-tier provisions. The first, two-tier compensation provisions,
was a dummy variable for two-tier wage plans, covering clauses for a lower
entry-level wage for new employees, lower wages for certain categories of
employees (e.g., temporary workers), the creation of new job categories
with lower wages, a longer period before reaching the top wage level, and
less generous benefits or a lack of benefits for new employees. This type of
two-tier provision was found in 6.8% of the collective agreements included
in our study. The second type, two-tier job security provisions, was a dummy
variable that included arrangements such as the abolition of job security for
newly hired employees and the requirement of a longer time period before
becoming a permanent employee. These were found in 4.5% of the collec-
tive agreements included in our study.2 Although we do not know whether
these provisions were introduced in the last bargaining round, the parties
nevertheless had the opportunity at that time to decide whether to keep
them or take them out of the new contract. We thus refer to the adoption
and extension of two-tier provisions in this article. One last limitation of the
database is that it does not allow us to differentiate between two-tier provi-
sions with temporary effects and those with permanent ones.

Independent Variables

Economic Uncertainty

We used three indicators to explore the economic context in which the
negotiations took place and to reflect economic uncertainty, which may
have influenced the bargaining outcomes (Murphy 2000). The first indica-
tor was whether the labor contract was signed during, or as of, 2008; that is,
whether it was signed during the economic crisis experienced from 2008 to
2012.3 According to previous studies (Chaison 2012), the context of this cri-
sis was conducive to the adoption or extension of two-tier provisions. The
second indicator was the regional unemployment rate during the year

2Overall, 787 collective bargaining agreements contained some form of two-tier provisions. Some col-
lective agreements (190) containing two-tier provisions were classified as ‘‘Others’’ by Ministry of Labour
analysts. Thus, we were not able to classify these collective agreements in one of the categories we used
(compensation or job security).

3We ran sensitivity analysis on three other operationalizations of our economic crisis variable (2008–
2011, 2009–2012, 2009–2011) because it is not possible to know what the parties at the bargaining table
considered the beginning and ending of the financial crisis. This analysis revealed that our operationali-
zation of this variable did not have any significant bearing on our findings, with the models remaining
quite robust to the change of indicator. The results of these alternative specifications are available on
request.
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before the signing of the contract, measuring the economic uncertainty in
the local labor market when the contract was being negotiated. The last
indicator was the inflation rate anticipated for the year following the signing
of the contract. Economic uncertainty, as measured by these three indica-
tors, was expected to be associated with a higher prevalence of two-tier
provisions.

Union Capacities and Resources

We measured the capacities and resources of the union actor using four
indicators. The first indicator,4 external union bargaining power, was prox-
ied by the percentage of the unionized workforce in the sector represented
by the union confederation to which the local union was affiliated. Greater
union bargaining power was expected to be negatively associated with the
presence of two-tier provisions. Following the same logic, the second indica-
tor, the unionization rate (the percentage of unionized workers in a given
sector), was also expected to be negatively associated with these provisions.
The third indicator, the number of workers in the bargaining unit, repre-
sents internal union power and was expected to be negatively associated
with the presence of two-tier provisions in the collective agreement. The
fourth indicator, union leave, was a dummy variable for provisions in the
collective agreement granting full-time leave to union representatives. Such
leave can be an important resource for union organizations because it can
help maintain an active union life. Thus, in line with the other union
resources studied here, we expected that unions having the benefit of full-
time union leave would show a greater capacity to avoid the introduction of
two-tier provisions.

Concessions Negotiated by the Parties

We created a second set of four indicators to determine whether two-tier
provisions were generally associated with other types of concessions in the
collective agreement. We focused on two indicators of employer-centered
flexibility provisions and two indicators of employee-centered security provi-
sions. The first indicator, work organization flexibility, was a dummy variable
for the planned implementation of changes in work organization. The sec-
ond indicator, production flexibility, reflected a lack of restrictions on out-
sourcing. We expected the prevalence of two-tier provisions to be higher in
collective agreements that contained provisions allowing for these types of
flexibility sought by employers. As mentioned earlier, concessions rarely
appear singly. The third indicator, mechanisms protecting current jobs
and/or workers, and the fourth indicator, employer contributions to

4Similar measures of union bargaining power have been used in previous studies (see Murphy 2000;
Lin and Tomaskovic-Devey 2013).
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employee benefits (group insurance and pension plans), were expected to
be negatively associated with the presence of two-tier provisions.

Maturity of Collective Agreement

The indicator of the maturity of the collective agreement was the number
of years since the local union had been certified. Mature collective agree-
ments that feature advantageous working conditions gained over many years
might lead employers to target these conditions for concession bargaining
and/or lead current workers to protect them. Therefore, we expected the
maturity of the collective agreement to be positively associated with the
presence of two-tier provisions in the labor contracts.

Orbits of Comparison

As explained above, the bargaining parties may make collective agreement
comparisons on the basis of the industry sector or region to which they
belong. We selected two indicators of these orbits of comparison. First, we
created a dummy variable indicating whether the proportion of two-tier pro-
visions in the bargaining parties’ specific sector was lower or higher than
that observed in all sectors. Based on the two-digit industry classification, we
expected that collective agreements in sectors presenting a higher preva-
lence of two-tier provisions would be more likely to also contain two-tier pro-
visions. Second, we distinguished between urban and non-urban areas,
expecting two-tier provisions to be more prevalent in the latter than in the
former. Collective agreements in non-urban areas are more likely to involve
two-tier provisions, presumably because the parties might want to make
regional locations more attractive for investment by lowering labor costs
(Murray 2012) and maintain jobs in the regions for youth.

Control Variables

To bring out the effects of the independent variables, we introduced four
control variables into the model. The first two indicators are related to the
profile of the workforce in the sector (two-digit). Studies show that two-tier
provisions often target certain categories of workers, such as young workers
and women (Jacoby and Mitchell 1986; MacNeil 2013). Indeed, two-tier pro-
visions based on the hiring date effectively introduce poorer working condi-
tions for newly hired employees, who are often young workers, women, or
immigrants, as shown by legal studies (MacNeil 2013), and should thus be
considered a source of indirect discrimination. Given the strong correla-
tions between these different categories of workers, and thus, to avoid the
problem of multi-collinearity, we chose two indicators, namely, the percent-
age of women and the percentage of young workers in the sector (two-digit
classification). We expected the prevalence of both women and young
workers in a given sector to be positively associated with the adoption or
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extension of two-tier provisions in collective agreements in this sector. The
third indicator was a first contract dummy, which appeared relevant
because two-tier provisions are not usually introduced the first time an
agreement is negotiated between the parties. The final control variable was
the duration of the collective agreement. In a previous study (Laroche et al.
2014), we had observed a significant difference in the use of two-tier provi-
sions between short-term collective agreements (three years or less) and
long-term collective agreements (five years and longer); it appeared rele-
vant to include this control variable in the current study.

Results

To test our hypotheses, we conducted a logistic regression for each of the
dependent variable indicators, namely, two-tier provisions (all types), two-
tier compensation provisions, and two-tier job security provisions (Table 2).

Regression for All Types of Two-Tier Provisions

The results of the first logistic regression show that none of the indicators
assessing economic uncertainty were significantly associated with two-tier
provisions (all types). Proposition 1 was thus not supported by the results.

As for union capacities and resources, the results were partially in line
with Proposition 2. Perhaps surprising, the first indicator, external union
bargaining power, was positively and significantly associated with the pres-
ence of two-tier provisions. The odds ratio (OR) indicates that the odds of
an agreement including any kind of two-tier provision increases 1.5 times
for each 1% increase in the number of workers represented by the union
confederation with which the local union is affiliated. A positive and signifi-
cant association was also found for the third indicator, internal union
power. The odds ratio implies that for a one unit increase in the number of
workers in the union, the odds of an agreement including any of the two-
tier provisions increases by 1.3 times. The second and fourth indicators, the
unionization rate in the sector and union leave, were not significantly associ-
ated with the presence of this dependent variable.

Regarding union concessions, results indicate that concessions never
appeared singly in a collective agreement, as stipulated in Proposition 3. All
indicators were positively and significantly associated with the presence of
two-tier provisions and the odds of including any kind of two-tier provision
are respectively 2.3 times, 1.2 times, 2.7 times, and 1.6 times greater. What is
puzzling here is that provisions that could be identified as union conces-
sions, namely those relating to work organization or production flexibility,
varied in the same direction as provisions that could be identified as
employer concessions, namely those relating to employment protection
mechanisms or employer contributions to employee benefits.

The maturity of the collective agreement indicator was positively associ-
ated with the presence of two-tier provisions, lending support to Proposition
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4. Thus, the more mature (or older) the collective agreement, the more
likely the presence of these provisions. With regard to the orbits of compari-
son, the results show that both region and sector were associated with the
presence of two-tier provisions, as proposed in Proposition 5. More specifi-
cally, sectors in which the prevalence of two-tier provisions was higher than
in the overall economy were also significantly associated with this first
dependent variable. Thus, the odds ratio (OR) shows that the likelihood of
an agreement including any kind of two-tier provision increases by 2.7 times
for sectors where these provisions were prevalent. Finally, the collective
agreements of bargaining parties located in urban areas presented 1.3 times
fewer two-tier provisions than did those located in non-urban areas.

With regard to our control variables, the duration of the collective agree-
ment and the first collective agreement dummy variable were significantly
associated with the presence of two-tier provisions. In the first case, the lon-
ger the duration of the collective agreement, the greater the likelihood that
it would contain these provisions. In the second case, the negotiation of a
first collective agreement decreased the likelihood of the presence of two-
tier provisions.

To clarify the results, we ran separate regressions with two-tier compensa-
tion provisions and two-tier job security provisions as dependent variables.
In the first regression (all types), the Hosmer and Lemeshow test was barely
significant at 10% (0.11), meaning it did not predict the results very well.
The goodness of fit between the observed and the expected values in the
model measured with this test was better in the other two regressions. As
shown in the following sections, this outcome helped us to better under-
stand the relationships involved and to obtain more robust models, with the
downside being that we had to exclude some cases.5

Regression for Two-Tier Compensation Provisions

The results of the second logistic regression show that none of the indica-
tors assessing economic uncertainty were significantly associated with two-
tier compensation provisions. Proposition 1 was thus not supported by our
results.

As for union capacities and resources, the results were partially in line
with Proposition 2. The first indicator, external union bargaining power,
was negatively associated with the presence of two-tier compensation provi-
sions. The odds ratio (OR) indicates that the likelihood of an agreement
including a two-tier compensation provision decreases by almost 1.5 times
for each 1% increase in the number of workers represented by the union
confederation with which the local union is affiliated. We also found a

5Since we were not able to classify 190 collective agreements—identified as ‘‘other’’ types of two-tier
provisions—into one of our two classifications (two-tier compensation provisions or two-tier job security
provisions), we had to exclude these cases. We thus excluded a bit less than 25% of the collective agree-
ments containing two-tier provisions from our study.
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negative association for the second indicator, the unionization rate in the
sector, but this result was not significant at the conventional levels of signifi-
cance. The third indicator, internal union power, was also not significantly
associated with the presence of this dependent variable, although the coeffi-
cients had the expected signs. In addition, the fourth indicator, union leave,
was significantly and negatively associated with the presence of these provi-
sions. Thus, the absence of union representatives granted full-time union
leave increased by 1.3 times the chance that the collective agreement would
contain two-tier compensation provisions.

Regarding union concessions, the results indicate that concessions never
appeared singly in a collective agreement, as stipulated in Proposition 3.
Both the first and second indicators, namely work organization and produc-
tion flexibility, were positively associated with the presence of these provi-
sions. We can thus conclude that a collective agreement containing these
concessions relating to employer-centered flexibility would also be more
likely (respectively, 2.7 times and 1.2 times more) to contain two-tier com-
pensation provisions. The third indicator, the presence of an employment
protection mechanism, was not statistically associated with the presence of
these two-tier compensation provisions, although the coefficients had the
expected sign. The fourth indicator, employer contributions to employee
benefits, was statistically associated with the presence of two-tier compensa-
tion provisions but not in the direction expected in Proposition 3. Indeed,
the presence of such contributions was associated with the presence of two-
tier compensation provisions, which was not predicted.

The maturity of the collective agreement indicator was positively associ-
ated with the presence of two-tier compensation provisions, lending support
to Proposition 4. Thus, the more mature the collective agreement, the more
likely the presence of these provisions. With regard to coercive comparisons,
the results show that both region and sector were associated with the pres-
ence of two-tier compensation provisions, as proposed in Proposition 5.
More specifically, sectors in which the prevalence of two-tier compensation
provisions was higher than in the overall economy were also significantly
associated with this second dependent variable. Thus, collective agreements
in sectors where these provisions were more prevalent were 2.9 times more
likely to contain two-tier compensation provisions. Last, the collective agree-
ments of bargaining parties located in urban areas presented 1.3 times fewer
two-tier compensation provisions than did those located in non-urban areas.

With regard to our control variables, only the duration of the collective
agreement was significantly associated with the presence of two-tier compen-
sation provisions. In other words, the longer the duration of the collective
agreement, the greater the likelihood that it would contain these provisions.

Regression on Two-Tier Job Security Provisions

The third logistic regression concerned our third dependent variable, two-
tier job security provisions. The results show that none of the three
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indicators assessing economic uncertainty, namely the economic crisis,
regional unemployment rate, or anticipated inflation rate, were associated
with these provisions, contrary to what was stipulated in Proposition 1.

As for union capacities and resources, the results concerning two-tier job
security provisions contrast considerably with those concerning two-tier
compensation provisions and are not in line with Proposition 2. The first
indicator, external union bargaining power, was positively associated with
the presence of two-tier job security provisions. The odds ratio (OR) indi-
cates that the likelihood of an agreement including two-tier job security pro-
visions increases by 6 times for each 1% increase in the number of workers
represented by the union with which the local union is affiliated. The sec-
ond indicator, the unionization rate in a given sector, was not significantly
associated with the dependent variable. The third indicator, internal union
power, was also associated with the presence of two-tier job security provi-
sions. Thus, the greater the number of workers in the unit, the more likely
the presence of these provisions (2 times more). The fourth indicator,
union leave, was positively associated with this third dependent variable.
Thus, the presence of a provision granting union representatives full-time
leave increased the likelihood that the collective agreement would contain
two-tier compensation provisions (1.8 times more).

Some of the concessions negotiated by the parties were also associated
with two-tier job security provisions. The first two indicators, namely work
organization and production flexibility, were not significantly associated with
the presence of these provisions. The third and fourth indicators, namely
the presence of an employment protection mechanism and employer contri-
butions to employee benefits, were both associated with this dependent vari-
able. However, the relationship was not in the direction expected in
Proposition 3. Thus, the odds ratio (OR) indicates that the presence of
mechanisms protecting current jobs and/or workers increases by 11 times
the likelihood of two-tier job security provisions. Moreover, when the
employer contributed to the workers’ group insurance and pension plans,
there was also a greater likelihood (more than 2 times) that the collective
agreement would contain two-tier job security provisions.

The maturity of the collective agreement was significantly associated with
the presence of two-tier job security provisions. Thus, as proposed in
Proposition 4, these provisions were more likely to be found in mature col-
lective agreements. With regard to coercive comparisons, while the region
indicator was not significantly linked with the presence of two-tier job secu-
rity provisions, the sector indicator was. The likelihood of two-tier job secu-
rity provisions was greater in collective agreements from sectors in which
the prevalence of two-tier compensation provisions was higher than in the
overall economy (5.8 times greater). These results lend partial support to
Proposition 5.

With regard to our control variables, the first agreement indicator was sig-
nificantly (in this case, negatively) associated with the third dependent
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variable. Thus, first collective agreements were not likely to contain two-tier
job security provisions. Also, we found an association between two-tier job
security provisions and the percentage of young workers in a given sector.
The higher the percentage of young workers, the greater the likelihood that
the collective agreement would contain two-tier job security provisions.

Discussion

In addition to dealing with a phenomenon that has not been studied in
depth in recent decades, our study sheds new light on two-tier agreements
using evidence based on a rather large population of collective agreements.
Our results clearly show that employees in the internal primary market (or
‘‘insiders’’), who have long been better represented and tend to have better
working conditions, are now being targeted by employer strategies aimed at
the rationalization and flexibilization of working conditions. Workers who
recently entered the internal market are seeing their compensation, job
security, and protections provided by the collective agreement weakened by
the introduction of two-tier provisions. The originality of our study lies in its
demonstration that the logic underlying the adoption and extension of two-
tier compensation provisions is different from that underlying the adoption
and extension of two-tier job security provisions, despite some similarities.

What factors explain the presence of these two types of two-tier provi-
sions? First, we observed that the factors related to economic uncertainty
did not explain the presence of two-tier provisions, regardless of the indica-
tor considered. This finding is surprising given that previous studies have
highlighted these factors in explaining the recourse to these provisions as a
way for firms to get through periods of economic uncertainty. Thus, we had
to acknowledge that the factors that appear to guide employer strategies
respond less to considerations related to the economic situation and possi-
bly more to various bargaining dynamics, which fall within the strong ten-
dency toward concession bargaining. Also, the maturity of collective
agreements was associated with the presence of two-tier provisions in all our
analyses. This latter finding shows that two-tier provisions are more likely to
be found in mature collective agreements, featuring advantageous working
conditions gained over many years. Our results suggest that the more advan-
tageous the working conditions for current workers, the more likely the
employer will introduce a two-tier provision for new workers. We reaffirm
the actors’ tendency to include, in their collective agreement, provisions
found in firms within their orbit of comparison, whether in the same indus-
try sector or region (Ross 1948).

Our study brought out two different narratives regarding the two types of
two-tier provisions considered. Regarding two-tier compensation provisions,
the results are mostly as expected and relatively straightforward. This narra-
tive has to do with classic industrial relations features: orbits of comparison,
power, and concessions.
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First, we found that two-tier compensation provisions were less prevalent
in urban areas. With globalization, the ‘‘new normal’’ firms located outside
of urban areas appear to be concession bargaining, with a particular focus
on concessions that reduce labor costs, making the location more favorable
to investment in order to maintain jobs and ensure its competitiveness
(Murray 2012) relative to other firms in the same orbit (Marginson and
Sisson 2004).

As for union capacities and resources, two-tier compensation provisions
were less prevalent when the external union bargaining power was greater
and when the union had been able to negotiate clauses providing for full-
time union leave. According to these results, we can surmise that a power-
less and resourceless union will not be in a good position to resist two-tier
provisions. Thus, union power and resources make a difference.

In addition, two-tier compensation provisions were accompanied by other
concessions, such as the introduction of work organization flexibility and of
not imposing restrictions on outsourcing. This emphasizes that the flexibil-
ity sought by the employer is multifaceted, including the flexibility afforded
by two-tier provisions and relating to production and work organization
(Atkinson 1987). Another interesting finding, although in the opposite
direction from what was expected, is that the collective agreements provid-
ing for employer contributions to employee benefits also contained more
two-tier provisions. We will return to this finding below, which was also
found in the case of the third dependent variable.

Moreover, another indicator supporting the argument that two-tier provi-
sions are part of a bundle of union concessions is the significant link found
between such provisions and collective agreements of a longer duration, gen-
erally considered a major concession by the union (Stieber 1959; Laroche
et al. 2014).

The second narrative, based on the results regarding two-tier job security
provisions, is more complex and raises several questions. The analysis
becomes more complex when we consider the factors related to union capa-
cities and resources. The prevalence of two-tier job security provisions was
higher where the power and the resources of unions were greater. This
result, which was contrary to expectations, suggests that while more power-
ful unions have managed to limit gaps related to compensation, they have
nevertheless made concessions relating to job security and access to it.
Although they have the capacity to resist monetary concessions, as seen in
the second regression, unions may see these job security concessions for
newly hired employees as a lesser evil since they do not involve cuts in wages
or benefits.

Also, the concession indicators associated with two-tier job security provi-
sions were those involving the security of current workers, namely, the pres-
ence of an employment protection mechanism and employer contributions
to employee benefits. These are unanticipated results though, because con-
trary to what was expected, the presence of these provisions was linked to
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the presence of two-tier job security provisions. In other words, the absence
of union concessions (which could be equated with the presence of
employer concessions) on these issues was associated with two-tier job secu-
rity provisions. These results suggest some kind of a trade-off, involving
lower access to job security for newly hired employees in exchange for
secure employment protection and benefits for more senior workers.

These findings are in line with the results of the first and second regres-
sions regarding the link between the dependent variables and employer
contributions to employee benefits. They suggest some kind of an exchange
between the union and employer. As pointed out by Townsend and
Partridge (1999), two-tier provisions protect the working conditions of the
employees in place while facilitating trade union concessions that introduce
less advantageous working conditions for newly hired employees. In
exchange for concessions related to job security and employer contributions
to employee benefits for employees with more seniority, the employer asks
the union to make concessions on two-tier provisions aimed at new employ-
ees. If concessions are too significant and the chances of gaining conces-
sions on employee benefits for all the workers covered by the bargaining
unit are slim, the employer might prefer a strategy that would bring about
long-term gains and avoid stirring up anger among workers with more
seniority while lowering the risk of a labor conflict, namely, introducing a
two-tier provision. By introducing a provision that targets new workers, the
employer begins a slow and sure process of reducing labor costs and disen-
gagement with regard to the level of employment, which will be very benefi-
cial in the long term without causing much disruption in the short term.

Moreover, we observed that the prevalence of these provisions was higher
in sectors with a high percentage of young workers, suggesting that young
workers are the most vulnerable category of workers and the most affected
by these provisions that lower job security for newly hired employees. Our
results thus confirm the observations reported by others (MacNeil 2013)
that two-tier provisions target the most vulnerable workers in the labor mar-
ket, including young workers, who, until they can form a majority in the bar-
gaining unit, will work to eliminate this form of indirect discrimination
depriving them of important rights.

Conclusion

To sum up, our findings suggest that the logic underlying the adoption and
extension of two-tier provisions is much more complex than was previously
thought. Our results bring out contrasting logics and diverse actions and
strategies, highlighting the importance of specifying the type of disparity
when explaining two-tier provisions. Anecdotal evidence suggests these provi-
sions are negotiated during periods of economic turbulence as the only
alternative to job losses and the way to restore the firm’s competitiveness.
But, our results suggest that the prevalence of these clauses can be explained
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by other factors. Thus, the adoption and extension of two-tier provisions in
collective agreements appear to be motivated more by employer demands
for permanent union concessions than by employer demands in response to
temporary difficulties caused by economic downturns.

The orbits of comparison also impose certain patterns to be pursued at
the bargaining table, and two-tier provisions do not escape this reasoning.
Moreover, this study clearly shows that the logic underlying the adoption
and extension of these clauses is related to the dynamics between the bar-
gaining parties, their power, and the content of the collective agreement.
Thus, our results effectively show that the actors are not simply forced to
succumb to the environmental pressures at play but can respond in various
ways depending on the context of the workplace influencing them.

These results make it possible to better situate the debate regarding the
capacity of unions to truly promote the values of equity and fairness. In line
with Chaison’s studies (2012) that proposed a rather bleak view of the
capacity of unions to make gains through collective bargaining, our findings
suggest that the power of employers is so great that they can dictate the con-
tent of the collective agreement and no longer need to justify their
demands for concessions on the basis of economic difficulties. Unions are
therefore forced to negotiate in favor of existing members of the bargaining
unit even if this means sacrificing some working conditions for future mem-
bers. Fighting for members that one does not yet know is not a significant
vector of mobilization, even though, in the long term, union life will be
negatively affected by these disparities, whether accepted willingly or by
force. In fact, recent studies have shown that young workers, targeted by
two-tier provisions, have difficulty seeing the usefulness and legitimacy of
their union and feel that their interests are not being effectively repre-
sented (Dufour-Poirier and Laroche 2015). While this is by no means a sim-
ple problem to resolve, union organizations should nevertheless address
this issue that is dividing union members and undermining solidarity within
the ranks. Indeed, at a time when union organizations are seeking to renew
themselves and to integrate the next generation of members, there are
strong reasons to deal with the debate over two-tier provisions. As our
results suggest, the best way to avoid two-tier provisions is to secure greater
bargaining power. Resisting such provisions will encourage the commitment
of new workers toward the union, which will then reinforce its bargaining
power, which will in turn increase the union’s capacity to resist two-tier pro-
visions, and so forth.

Our study certainly could not capture all the subtleties associated with
the complex and dynamic social interactions involved in collective bargain-
ing. For this reason, and because of the limitations of the data available to
us, the model we constructed represents an oversimplification of these mul-
tifaceted concepts and relationships. Moreover, the cross-sectional nature of
this study makes it impossible to draw definitive conclusions concerning
causality. Also note that several difficult-to-grasp factors were not assessed,
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such as the labor relations history, demographics of the members of the
local union, and firm-level organizational performance. Despite these lim-
itations, we believe this original research sheds new light on two-tier provi-
sions. Our approach differs from that of previous studies in that we were
able to identify the factors explaining the presence of two-tier provisions in
a large population of collective agreements and to reveal multiple types of
two-tier provisions, showing that the factors influencing them play out in
various ways.

Our results raise some questions that merit further investigation. In par-
ticular, our understanding of the influence of economic factors on the types
of two-tier provisions could be deepened, notably by targeting factors at the
firm level. A deeper reflection should also lead to a better understanding of
why some powerful and resourceful unions would agree to include two-tier
job security provisions in their collective agreements, despite the negative
effects that such clauses can have on the internal solidarity among members
and their commitment to the union.

More broadly, our study brings out a form of market segmentation within
firms that is being formalized in collective agreements. In addition to differ-
entiating between outsiders and insiders, it now appears necessary to distin-
guish between workers in the primary market based on the date they were
hired. With two-tier provisions, newly hired workers become the outsiders of
the primary market or the ‘‘outsiders of the inside.’’ Thus, by introducing
and, in some cases, maintaining through time two-tier provisions, employers
have been able to successfully renegotiate the terms of the historically better
protected workers’ agreements on the primary labor market. Our study
shows the circumstances under which collective bargaining can create this
marginalization of newly hired workers in the primary labor market,
namely, the presence of low union power, pressures from their orbits of
comparison, concessionary dynamics and, ironically, collective agreements
featuring advantageous working conditions. In such circumstances, the
capacity of collective bargaining to protect workers and to ensure equity
appears greatly diminished, representing a serious concern from a public
policy point of view. Perhaps such a dualization is inevitable under a decen-
tralized regime in which establishment-level bargaining tips the balance of
power in favor of the employer, leading to the introduction of measures—
such as two-tier provisions—that increase flexibility while decreasing the
security of workers.
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