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Capturing Arbitrator Decision
Policies Under a Public Sector
Interest Arbitration Statute

Gregory G. Dell’Omo
Canisius College

Twenty-two arbitrators experienced in deciding wage disputes under the Wisconsin Police
and Firefighter Arbitration Act participated in an experimental study designed to capture the
relative weights they apply to various statutory criteria. The nine criteria examined represent-
ed the broad categories of wage comparability, employer ability to pay, and cost of living.
Different equity standards (anchor equity, absolute equity, and parity) were also studied to give
a broader perspective to the historically important wage comparability. Objective and subjec-
tive relative weights were compared as well, allowing for an analysis of arbitrator self-insight
into their decision policies.

n recent years, there has been a renewed interest in researching the

~ decision-making processes used by arbitrators when settling newI contract disputes between labor and management (Ashenfelter and
Bloom, 1984; Bazerman, 1985; Bazerman and Farber, 1985; Bloom, 1986
and 1987; Farber and Bazerman, 1986; Schwochau and Feuille, 1988). The
majority of these studies focuses primarily on how arbitrators combine the
&dquo;facts of the case&dquo; and the parties’ offers when developing their notions of a
&dquo;fair award.&dquo; Although the results are somewhat mixed, we do know that the
facts of the case do play a role in arbitrator decision-making. A more specific
issue that still remains, however, deals with the weight arbitrators give to the
different &dquo;facts.&dquo; In other words, how do arbitrators apply different and often
conflicting decision criteria that make up the facts of the case when reaching
an interest arbitration decision?
The relevance of this issue can be reflected in large part by the debates that

take place in various cities and states regarding arbitrator decision-making in
the public sector. With many interest arbitration laws listing statutory criteria
or standards that must be considered by arbitrators when formulating their
awards,l much of the debate centers on the application of these criteria; espe-
cially since most of the laws do not specify the weight arbitrators must apply
to individual criteria. More specifically, these debates have traditionally been
directed towards the relative emphasis placed on three categories of criteria:
(1) comparisons with other employee groups (comparability); (2) the ability
of the public employer to pay; and (3) changes in the cost of living. The con-
cern has been that because different applications of these criteria may reflect
conflicting views regarding the allocation of public resources between public
employers and their employees, choosing between them poses a problem for
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arbitrators and for the integrity and usefulness of such procedures (Fox,
1981).

Prior Research On Arbitrator

Application Of Decision Criteria
Prior research in this area consists predominantly of case analyses and sur-

vey questionnaire studies. In the case analyses actual arbitration awards are
examined to identify and weight the criteria arbitrators apply in reaching their
decisions. These studies investigate both private sector (Bernstein, 1954;
Miller, 1967) and public sector (Benjamin, 1978; Sweeney, 1983; Schwochau
and Feuille, 1988) interest arbitration cases. The survey questionnaire studies
consist of having arbitrators or advocates answer a series of questions
designed to yield information about their perceptions on the criteria used by
arbitrators and the relative importance assigned to such criteria (Kochan et
al., 1979; Weitzman and Stochaj, 1980; Fembach and Jarley, 1985).
The overall results obtained from both groups of studies are fairly consis-

tent. First, the studies conclude that comparability is clearly the most impor-
tant criterion considered by arbitrators. Secondly, cost of living and ability of
the employer to pay, while important criteria, rarely are controlling on their
own. They usually act either as supporting factors of outcomes determined
under comparability or as offsetting factors to such outcomes.
One other study in this area involves an experimental exercise conducted

by Bazerman (1985). By having practicing arbitrators grant wage awards to a
set of experimentally created private sector wage disputes (involving conven-
tional arbitration), Bazerman attempts to capture the weights arbitrators apply
to seven criteria using the basic linear multiple regression model. He finds
that three criteria account for 72 percent of the explainable variation in award
determination. Two of these three (the present wage of the employees and the
average collective bargaining increase in the industry) are labeled by
Bazerman as &dquo;anchored equity&dquo; criteria since they anchor judgments near the
terms of the previous labor agreement. The third criterion (financial health of
the firm) is described as an &dquo;absolute equity&dquo; standard because it takes into
account what the appropriate wage should be independent of current wages.
These &dquo;norms of distributive justice&dquo; offer a basis upon which to interpret the
weights that arbitrators apply to groups of criteria.

Purpose And Form Of Research
Using a research methodology similar to that used by Bazerman, this study

examines the issue of arbitrator application of decision criteria in the context
of a public sector interest arbitration statute that incorporates a final offer
arbitration procedure.
An experimental study was conducted using arbitrators from Wisconsin as

subjects. The arbitrators were asked to select final offers for a set of hypothet-
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ical case scenarios involving police officer wage disputes. Each scenario con-
tained a group of criteria that were drawn from those outlined in the
Wisconsin Police and Firefighter Arbitration Act (WPFAA) [Wis. Stats., Sect.
111.77].2 Policy-capturing analysis with multiple regression was used to esti-
mate the relative weights arbitrators apply to each criterion and selected
groups of criteria representing different equity standards.

Method

Subjects
Twenty-five arbitrators listed with the Wisconsin Employment Relations

Commission were originally asked to participate in the study. These individu-
als were selected because of their extensive experience with public sector
interest arbitration, particularly under the WPFAA. Twenty-two of the arbi-
trators agreed to participate (a response rate of 88 percent), which resulted in
a sample of arbitrators who had decided approximately 82 percent of all pub-
lic sector interest arbitration cases in Wisconsin between 1979 and 1985.

Twenty arbitrators were male and two were female. The mean age of the
group was 52 years. All but one had advanced degrees, with six having a
Ph.D., eleven having a JD/LLB, and four with MA degrees. Eleven were full-
time arbitrators, eight were college professors, one was a full-time attorney,
and the remaining two were a judge and consultant, respectively. The average
number of interest arbitration cases decided was 53.7, with an average num-
ber of total arbitration cases decided being 464.8.

Procedure
Individual meetings were held with each arbitrator in 1987 to obtain the

necessary data. the arbitrators were first provided with introductory materials
and instructions regarding the exercise, including three practice cases. Once
this material was explained and the practice cases were completed, the arbi-
trators proceeded with the actual exercise consisting of 32 cases. The arbitra-
tors reviewed each case for the nine criteria and union and management final
offers, and selected the final offer they considered most reasonable.3 3
After finishing the case exercise the arbitrators completed a questionnaire

that dealt with their perceptions of how they applied the wage criteria. They
were asked to indicate how important each of the criteria were in making
final offer selections by distributing 100 points among them. Demographic
data were also collected from this questionnaire, and the exercise was then
concluded with an interview being conducted with each arbitrator.

Wage Criteria
Based on prior research and the statutory criteria listed in the WPFAA, the

three criterion categories of comparability, ability to pay, and cost of living
serve as guidelines in developing the nine criteria selected for this study.
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Comparability. While our historical understanding tells us that comparabili-
ty is clearly the most important criterion to arbitrators (Schwochau and
Feuille, 1988), in practice comparability cannot be viewed simply in unidi-
mensional terms. When discussing comparability we need to consider the dif-
ferent forms in which it may be presented by the parties and applied by the
arbitrator. For example, when determining the appropriate comparison group,
does one rely on internal or external comparability; comparability based on
direct comparisons (police officers v. police officers) or indirect comparisons
(police officers v. firefighters)? Even when the comparable group is deter-
mined, one must then consider whether wages are to be adjusted according to
percent increases or actual wage rates.
With these issues in mind, the comparability criteria examined in this study

are: (1) internal percent increase; (2) hourly wage rate-firefighters; (3) per-
cent increase-firefighters; (4) external hourly wage rate-police officers; and
(5) external percent increase-police officers (see Table 1 for these and the

other criterion definitions).
Ability to Pay. Under the WPFAA the arbitrator must give weight to the

&dquo;interests and welfare of the public and the financial ability of the unit of
government to meet these costs&dquo; [Sect.. 111.77 (cm) (6)]. While detailed anal-
yses of the many ability-to-pay issues that can arise from such language are
beyond the scope of this study, three criteria are included to capture basic
components of ability to pay: (1) tax rate; (2) expenditures; and (3) workload.
A city’s tax rate and its level of expenditures for the operation are generally

considered to be the key factors associated with ability to pay. Theoretically,
if a city’s tax rate is already at a relatively high level, arbitrators may be less
inclined to select the union final offer for fear that the award would directly
or indirectly force the employer to raise taxes. Such an outcome could be per-
ceived by arbitrators as being beyond their scope of authority, from both a
political and economic standpoint. When expenditures are at a relatively high
level, selection of the union final offer may result in the employer having to
cut programs or staff to save monies to finance the additional costs of the

award. As with tax rates, such an outcome may be adverse to the role some
arbitrators see themselves playing in the process.
The workload index is included as part of the &dquo;interests and welfare of the

public... 
&dquo; 

aspect of ability to pay. This is designed to represent how
demanding a police officer’s job is, which impacts on the issue of public
interest in receiving quality services. For example, if a city has a relatively
high level of crime, arbitrators may conclude it is in the public interest to
have quality police protection, and that competitive wages need to be paid;
even in light of an adverse ability-to-pay situation faced by the employer.
Cost of Living. Section 111.77 (cm) (e) of the WPFAA states that the arbi-

trator shall give weight to &dquo;[t]he average consumer prices for goods and ser-
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vices, commonly known as the cost of living.&dquo; On this basis, an annual con-
sumer price index was manipulated across the cases to represent periods of
high and low inflation.

Equity Standards
To further investigate the impact of arbitrators’ &dquo;norms of distributive jus-

tice&dquo; (Bazerman, 1985), certain groups of criteria representing different equi-
ty standards are examined and compared.
Internal v. External. This comparison consists of the balance arbitrators dis-

play in handling internal and external comparability. Internal comparability
refers to the pay relationships among jobs within an organization and focuses
attention on employee acceptance of those relationships. External compara-
bility refers to the pay relationships across organizations and focuses atten-
tion on the competitive positions reflected in these relationships. When an
employer has unilateral authority, the process of balancing these two equity
standards is a matter of judgment that is made with an eye to the objectives
established for the organization’s pay system (Milkovich and Newman,
1984). In interest arbitration, this judgment may be viewed in the context of
the arbitrator’s perception of the goal of interest arbitration and his or her role
within that goal. The criteria that make up the internal equity standard are (1)
internal percent increase, (2) percent increase-firefighters, and (3) hourly
wage rate-firefighters. The criteria that make up the external equity standard
are (1) external percent increase-police officers and (2) external hourly wage
rate-police officers.
Anchor v. Absolute. This next comparison is a modified version of

Bazerman’s anchor equity and absolute equity concepts. The issue in the pre-
sent study examines the difference between applying wage comparability on
the basis of percent increases or on the basis of actual wage levels. Emphasis
placed on percent increases (anchor equity) means that an arbitrator’s award
will be influenced by previously existing conditions, indicating an inclination
to maintain the status quo (absent any specific reasons justifying a change in
the structure of current wage relationships). On the other hand, emphasis
placed on absolute equity, which takes into account what the appropriate
wage should be independent of the existing wage, reflects a different percep-
tion of the interest arbitration process and its outcomes. As Bazerman (1985:
561) states, &dquo;[a]rbitrators who act on the basis of absolute equity view each
situation as a clean slate and ignore the historical precedent of the present
wage.&dquo; Although they may not necessarily be ignoring all historical prece-
dence, arbitrators may consciously decide at times to change current wage
relationships via this notion of absolute equity. For example, Weitzman and
Stochaj (1980) point out that if the union could demonstrate that in prior
years it experienced a wage freeze or that, through the course of recent
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Table 1

Criterion Definitions
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rounds of negotiations, its wages had fallen increasingly below comparable
groups, the arbitrator might be influenced to apply a &dquo;catch-up&dquo; factor. The
criteria that make up the anchor equity standard are (1) external percent
increase-police officers, (2) percent increase-firefighters, and (3) internal per-
cent increase. The criteria that make up the absolute equity standard are (1)
external hourly wage rate-police officers and (2) hourly wage rate-firefight-
ers.

Parity. The final equity standard examines how arbitrators view the parity
concept for wages between police and firefighters. Although this issue con-
sists of a specific form of internal comparability, it is singled out because of
its historical relevance (Stem et al., 1975). To provide a general examination
of how arbitrators view parity in this context, we analyze the weight given to
(1) percent increase-firefighters and (2) hourly wage rate-firefighters.

Design
The design of the case scenarios consists of the current wage rate for the

police officers, the management and union final offers, and the nine wage cri-
teria.
The current wage rate is $10.00 per hour in each case. The combination of

management and union final offers (selection of which serves as the depen-
dent variable) is also identical across all cases: management equals $10.30 (3
percent increase) and union equals $10.80 (8 percent increase).
The nine criteria are manipulated on two levels, with each level having a

range of four values.4 The levels are designed such that the first level (A) is
closer to (or in support of) the management final offer and the second level
(B) is closer to (or in support of) the union final offer. (See Table 2.) For
example, a cost of living of 5 percent is viewed as being closer to the man-
agement final offer (3 percent), whereas a cost of living of 7 percent is con-
sidered closer to the union final offer (8 percent).5
Ideally it would have been desirable to combine the nine criteria in all pos-

sible ways to produce orthogonality (a correlation of zero) between the crite-
ria. In this study, such an arrangement would have resulted in a 29 factorial
design or 512 cases, clearly an unmanageable number to decide. As a result,
the case scenarios have been constructed by specifying the levels of the nine
criteria according to a 1/16 fractional replication of the factorial design (see
Connor and Zelen, 1957). This produces the set of 32 case scenarios and still
maintains the orthogonality between the criteria.6 The cases were presented to
each arbitrator in an identical but randomly selected order.
For an example of how the case scenarios appeared to the arbitrators, see

Figure 1. As you will note, there is additional information related to the abili-
ty-to-pay criteria listed under the heading of Corresponding External
Comparable Group Average. This information serves as part of a two-fold
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Table 2

Operationahzation of Cntena

&dquo;’A&dquo; represents a level closer to (or m support of) the management final offer.
2&dquo;B&dquo; represents a level closer to (or m support of) the umon final offer.

effort to give comparative meaning and importance to the ability-to-pay
issue. First the arbitrators reviewed in their introductory material a budgetary
argument made by the city employers (with a union counter-argument) as to
why they could not pay the union demand. Secondly, there are data provided
in each case on the city’s external comparable group’s average tax, expendi-
ture, and workload rates. Although these data are not part of the statistical
analysis, they do serve as background information allowing the arbitrators to
address the ability to pay criteria as part of a specific issue and in the context
of their relative positions.

Analysis
The analysis involves a policy-capturing approach using multiple regres-

sion with contrast coding. To do this, the nine criteria are coded using orthog-
onal contrasts. For example, a cost of living that is closer to the management
final offer is coded -1 and a cost of living that is closer to the union final offer
is coded +1. The dependent variable (final offer selected) is coded 0 if the
management final offer is selected and 1 if the union final offer is selected.7
A multiple regression equation was computed for each arbitrator.8 Even

though the regression weights signify the emphasis or importance attached to
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each criterion by an arbitrator, in practice, characterization of the decision
process by means of beta coefficients has a certain limitation. Since arbitra-
tors differ with respect to the size of their multiple R, direct comparisons of
sets of beta coefficients between arbitrators are not meaningful (Hoffman,
1960). As a result, a procedure developed by Hoffman (1960) which converts
the beta weights into a set of relative weights is used for comparative purpos-
es.

Results

Descriptive Statistics
For each arbitrator, the values on the nine criteria are identical by design.

Since orthogonal contrast coding is used, by definition, the mean of each cri-
terion equals zero, with the standard deviations equal to 1.0.
The range on the means for the final offers selected is from .47 to .75, with
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Table 3

Average Relative Weights Across All Arbitrators
(ranges of relative weights in parentheses)

Average R2 (range) = .67 (.41-.84)

the overall mean equalling .59. This indicates that the arbitrators, on average,
selected union final offers slightly more often than management final offers.9

Relative Weights
Table 3 presents the average relative objective weights of each of the nine

criteria across all 22 arbitrators. The relative weights represent the percent of
the predictable variation in the final offer selections of the arbitrators that can
be explained by each criterion.
As the results indicate, three criteria account for more than 50 percent of

explainable variation in final offer selections. Specifically, internal percent
increase (17.1 percent), percent increase-firefighters (16.7 percent) and exter-
nal wage rate-police officers (16.5 percent) are the most important criteria.
Furthermore, with the addition of the next two most important criteria, hourly
wage rate-firefighters (12.5 percent) and external percent increase-police offi-
cers (12.3 percent), we find that the five wage comparability criteria account
for 75.1 percent of the explainable variation.
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Table 4

Average Total Relative Weights For Equity Standards
(ranges of relative weights in parentheses)

’These are computed by adding the relative weights applied by all the arbitrators to
the individual criteria that form each standard and then calculating an average.

The bottom row in Table 3 gives the average R~ for the arbitrators; an index
of the consistency of arbitrator application of the criteria. In general, though
the arbitrators show a good deal of consistency, there are differences between
arbitrators. The R2 values range from a high of .84 to a low of .41 (with a
mean of .67).

Equity Standards
Table 4 shows the relationships between the average total relative weights

arbitrators applied to the different equity standards. First the relative weight
applied to internal equity (46.3 percent) accounts for 17.5 percent more
explained variance than does external equity (28.8 percent), with only 4 arbi-
trators having given greater weight to the latter than to the former. Second,
the relative weight applied to anchor equity (46.1 percent) accounts for 17.1 I
percent more explained variance than that of absolute equity (29 percent).
Almost a third of the arbitrators (7), however, did apply more weight to abso-
lute equity as opposed to anchor equity. Finally, the relative weight applied to
the parity standard averages 29.2 percent, with a range from 0 percent to 68.4
percent.

Policy Clustering
To identify any distinct similarities and differences in arbitrators’ decision

policies, a K-means cluster analysis (MacQueen, 1967; Hartigan, 1975) was
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Table 5
Cluster Mean Relative Weights

(standard deviations in parentheses)

*P<.10

**P<.05

***P<.O1

conducted. This procedure splits all the arbitrators’ relative weights into a
selected number of groups by maximizing between-(relative to within) cluster
variation. This involves a one-way analysis of variance where the groups are
unknown and the largest F-ratio is sought by reassigning arbitrators to each
group.
As indicated in Table 5, three clusters of arbitrator decision policies are

identified. Cluster A is comprised of 16 arbitrators, and B and C with 3 arbi-
trators each. Five of the nine criteria are statistically significant discrimina-
tors in determining the three clusters. Further analysis (which is not shown
here) reveals that all the criteria with the exception of the external percent
increase-police officers and workload serve as significant discriminators
between at least one pair of clusters.
Examination of these results indicate that Cluster A is composed of arbitra-
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Table 6

Average Relative Objective and Relative Subjective Weight
Across All Arbitrators

(standard deviations in parentheses)

aN=21 for subjective weights because one of the arbitrators did not participate in this
aspect of the study.

tors who place greatest weight on percent increase-firefighters and internal
percent increase. This group can also be characterized by their more equal
weighting across the nine criteria, as evidenced by a relatively small standard
deviation (6.8). In contrast, arbitrators in Clusters B and C place the majority
of weight on a single criterion. Those in Cluster B weight external wage rate-
police officers most heavily (75.4 percent) while those in Cluster C place
greatest importance on hourly wage rate-firefighters (54.1 percent).

Subjective And Objective Relative Weights
Table 6 compares the average subjective weights obtained by having the

arbitrators distribute 100 points among the criteria to the average objective
weights. Contrary to prior research that would suggest the arbitrators perceive
a more equal weighting across the criteria than the objective analysis indi-
cates (Slovic and Lichtenstein, 1971; Zedeck and Kafry, 1977; Bazerman,
1985), the data show that these two groups of weights vary along similar
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lines. This is evidenced by the nine objective weights ranging from 2.7 per-
cent to 17.1 percent (a spread of 14.4 percent) and the subjective weights
ranging from 4.7 percent to 19.7 percent (a spread of 15.0 percent).
Furthermore, under both procedures, approximately the same percentage of
arbitrators (54 percent and 57 percent, respectively) reported that all nine cri-
teria were of some importance in their selection of final offers. As a result,
one could argue that the decision policies of these arbitrators, as measured by
objective weights, are rather complex, and that the arbitrators have a good
deal of self-insight into this complexity.
Notwithstanding these overall similarities between the objective and sub-

jective weights, there are certain differences between individual criteria
across the two measures that are worth noting. In addition to the different
rankings of the criteria, application of univariate t-tests indicate that the arbi-
trators as a group think they apply more weight to the tax rate (p<.01) and

cost of living (p<.05) criteria, and less weight to expenditures (p<.05).

Discussion Of Results And Conclusions
The majority of arbitrators, as represented by Cluster A, display a heavy

reliance on internal equity and anchor equity standards, plus a relatively
strong receptiveness towards ability to pay. This indicates an inclination to
maintain internal relationships, based both on internal wage comparability
and the financial condition of the employer (with particular emphasis placed
on the current level of expenditures).
The emphasis on anchor equity supports the notion that arbitrators basically

seek to maintain the status quo in pre-existing wage relationships, absent any
unique circumstances that may warrant otherwise. Given this finding, the fol-
lowing question should be considered in future research: Is it acceptable from
a policy standpoint for arbitrators to concentrate on an equitable percent
increase rather than on an equitable level of wages? Some have raised the
issue that a reliance on the former may prevent the parties from correcting
conditions that are inequitable when judged by the latter (Bazerman, 1985;
Lyons, 1982), especially if previous bargaining history is not accounted for
(Weitzman and Stochaj, 1980). As one arbitrator stated when explaining his
or her reliance on wage rates as opposed to percentages, &dquo;... you can’t eat

with percentages, you can eat with dollars, and we [arbitrators] get hung up
on percentages-the rich get richer and the poor get poorer on percentage
basis.&dquo;lo
The reliance on internal equity suggests a possible shift away from the pre-

vious notion that external comparability is the most important criterion (see
Bernstein, 1954; Miller, 1967; Benjamin, 1978). Although the present study
was not designed to explore this issue, one arbitrator offered the following
insight:
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Over the years, the emphasis has changed from a strict adherence to
external comparability to more emphasis on internal comparisons or
patterns. This has been due to the high inflation years in the late 1970s
and early 1980s, and the more recent economic problems experienced
by cities; all of which have acted as a constraint as to what an employer
can pay.

In this context, if an actual shift towards internal considerations (including
ability to pay) could be readily observed, it may not necessarily represent a
change in arbitrators’ philosophies, but rather, a practical response to the eco-
nomic conditions reflected in the facts/evidence presented in cases (Fox,
1981).
Arbitrators in Cluster B, with their heavy emphasis on external wage rates

of police officers, probably best represent the type of arbitrator decision-mak-
ing that most opponents speak of when challenging the propriety of the pro-
cess. With little, if any, concern over internal criteria, this type of decision

policy has led opponents to describe interest arbitration as a process that (1)
removes too much control/accountability from public employers, and (2)
does not adequately consider the unique circumstances of a particular com-
munity (see, e.g., Friedman and Mukamal, 1984).

Arbitrators in Cluster C can best be described by their relatively strong ori-
entation towards absolute wage parity between police and fire. Although this
indicates that a small minority gives heavy weight to parity, the majority of
all the arbitrators stated that their position on this issue depends not on the
concept of parity itself, but on the historical relationship between the parties.

It is quite clear that comparability (though in various forms) is the most
important criterion considered by the arbitrators. As for ability to pay and
cost of living, the relative weights indicate that these criteria play secondary
roles in most arbitrators’ decision-making processes. While these findings are
well supported in prior research, a few observations are worth noting.

First, although the case scenarios did not contain a specific ability-to-pay
argument (instead, a budgetary argument representing more of an &dquo;unwilling-
ness-to-pay position), it can be argued that the ability-to-pay criteria are, on
average, relatively important. Given this result and the comments of many
arbitrators that they will grant decisive weight to such economic factors when
there is a well-supported ability-to-pay argument, one can assume that these
arbitrators did not summarily dismiss the importance of such criteria. One
must ask, therefore, why ability-to-pay is not more of a controlling factor in
actual cases, especially in light of the stressing economic conditions that con-
tinually face many state and local governments? Whether it is a matter of
employers simply not arguing the point (Fernbach and Jarley, 1985; Stern,
1974) or not arguing it competently (Zack, 1970; Mulcahy and Smith, 1978),
it does appear that arbitrators are sensitive to the issue. What may be needed,
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however, is a clearer expression from arbitrators as to the type of evidence
required to prove inability to pay or a more specific emphasis/definition of
this factor in the arbitration statutes. But this may be easier said than done
because of the difficulty and sensitivity attached to defining ability to pay and
its application across different and complex cases. This point was made clear
when one of the most experienced arbitrators participating in the study was
asked to define ability to pay and s/he simply stated, &dquo;I can’t tell you what it

is, but I know it when I see it.&dquo; In many respects, this response summarizes
how most of the arbitrators described their approach to this issue.
Second, the average relative weight applied to cost of living may be some-

what misleading. On the surface it may appear that this criterion is of little
relative importance to arbitrators, but in reality there appears to be a definite,
yet indirect, effect associated with cost of living. A majority of the arbitrators
spoke of the fact that cost of living is often viewed as already being account-
ed for in the wage settlements of comparable groups; thus, with such compa-
rables being available in this study, cost of living was not given more direct
weight. If, however, the unit in question happens to be the &dquo;pattern setter,&dquo;
then cost of living goes from being an indirect consideration to that of the pri-
mary criterion.

Looking beyond specific results related to the individual criteria and the
different equity standards, two general conclusions about arbitrator decision-
making can be offered. First, while arbitrators may be fairly consistent in
their individual decision policies, real differences exist across arbitrators. The
nature of these differences clearly highlight the effect that different decision
policies may have on case outcomes, particularly as shown by the three clus-
ters of arbitrators. Moreover, these differences may benefit the negotiations
process in that the uncertainty about the individual who will decide a case
will provide risk-averse bargainers with an incentive to voluntarily settle their
dispute (Bloom and Cavanaugh, 1986; Bloom, 1987).
Second, with the average objective weights being more broadly distributed

across the nine criteria than one might expect based on prior research, these
arbitrators demonstrated relatively complex decision processes. This level of
complexity is usually more in line with decision makers’ subjective impres-
sions of their decision processes. While this finding may be explained in part
by the legal nature of interest arbitration (i.e., since many statutes allow for
judicial review of arbitration awards, including the WPFAA, arbitrators may
feel they have a legal obligation to consider all the criteria presented), these
arbitrators appear to be a rather unique group of decision makers--this may be
related to their strong interest arbitration experience under a specific statute.
The implications of these two general conclusions point to the dynamics of

arbitrator decision policies. Thus, when legislatures seek to evaluate arbitra-
tor application of statutory criteria, the results of such evaluations may be sig-
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nificantly affected by the range of arbitrators included in the analysis as well
as the mix of cases examined.

Finally, as with most experimental research, there is the concern regarding
the external validity of the results since the experiment consisted of a small
(yet highly representative number of Wisconsin arbitrators deciding hypothet-
ical police wage disputes. While this concern has generally been accepted as
part of experimental research, recent evidence indicates that a lack of external
validity may not necessarily be the case. In a study by Olson, Dell-’Omo and
Jarley (1987), it was found that there is a high degree of consistency in the
decision-making processes of interest arbitrators across research strategies
using field data collected from actual cases and experimental data. As such,
we should be more confident in the use of experimental studies in this area,
thus providing us greater flexibility in manipulating and controlling a wider
range of variables.

This flexibility should be directed towards an expanding examination of the
ability to pay issue given our limited understanding of this important criteri-
on. Historical wage relationships and bargaining history are other variables
that need to be incorporated into future research.
To further broaden the research agenda, we need to study interest arbitrator

decision policies in the following respects: (1) in cases involving different or
more issues than just wages, including both economic and noneconomic
issues; (2) in cases being decided under different forms of interest arbitration,
such as conventional and issue-by-issue arbitration; and (3) in cases involv-
ing other units of employees, especially teachers.
By developing greater insights into these and other areas, we can continue

to move forward in our appreciation and understanding of the dynamics of
arbitrator decision processes. In turn, the various public policy considerations
associated with such processes can then be examined and debated in clearer
terms.

Notes
1With twenty-one states having some type of compulsory interest arbitration statute (Lewin et

al., 1988), only the laws in Alaska and Pennsylvania contain no statutory criteria (Schwochau
and Feuille, 1988).
2Under the statute, the arbitrator is instructed to give weight to the following criteria: stipula-

tions of the parties, the lawful authority of the employer, the ability of the government unit to
pay, the interest and welfare of the public, comparisons with terms of employment of other
employees in public and private employment performing similar work, the cost of living, and
other factors normally and traditionally taken into account in determining wages and conditions
of employment in the public service and private employment.
3The arbitrators were also instructed to decide each case separately, and not to turn back to any

case already decided--the repeated measures analysis necessitated the assumption that arbitrators
make independent judgments on each case.
4A within-level variation resulted from assigning each criterion value across four different

cases. This was done to avoid a redundancy in the presentation of criteria throughout the set of
case scenarios. It should be noted, however, that since this is a fixed effects model, the levels on
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the criteria are not sampled randomly and may not be fully representarive of the actual range of
values on the criteria. Therefore, differences found in weights among the criteria may be due not
only to the relative influence of the criteria themselves, but also to the within-level variation
(Schwab, Rynes and Aldag, 1987). In dealing with this potential problem, the criterion levels
have been selected to represent as realistically as possible those levels observed in actual arbitra-
tion cases.

5It is recognized that small differences in criterion values, such as between 5 percent and 7
percent cost of living, may make it difficult to clearly distinguish one level from another.
However, given that each criterion value is definitely closer to one of the final offers in absolute
terms, these small differences are tolerated and the levels are delineated.

6The major argument advanced in favor of using orthogonal criteria is to facilitate and simpli-
fy the interpretation of regression weights associated with each criterion (Zedeck and Kafry,
1977; Hobson and Gibson, 1983).
7It does not go without notice that there are certain statistical problems associated with using

ordinary least squares regression (OLS) when the dependent variable is dichotomous--specifical-
ly, heteroscedasticity (which causes the estimates not to be efficient and significance tests to be
questionable) and the possibility of producing estimates that fall outside the probability range of
0 to 1 (leading to nonsensical results). However, given the design specifications (9 criteria and 32
cases) at the individual arbitrator level, the use of logit or probit analysis was discarded because
one or more of the criteria were perfectly correlated with one of the values of the dependent van-
able (preventing the maximum likelihood estimation procedure from converging). For this rea-
son, plus the fact that the study is not overly concerned with testing the statistical significance of
the criteria (rather their relative weights) and given its more straightforward computational and
interpretational aspects (as compared to another option considered--weighted least squares), OLS
was chosen as the estimation procedure. (See Aldrich and Nelson, 1984.)
8An across-arbitrator analysis was also conducted which included dummy variables for each

arbitrator. These were designed to test for individual differences in arbitrators’ decision policies
due to factors other than the applications of wage criteria. Demographic variables (age, gender,
education, primary occupation, interest arbitration experience and total arbitration experience)
were also included to test how significant they would be in explaining differences in arbitrator
decision policies. Although the results are not shown here (but available upon request), all the
dummy and demographic variables were insignificant.
9Given that the criteria across the 32 cases were located symmetrically around the final offers

of the two parties, one would expect that the arbitrators would choose each parties’ final offer 50
percent of the time. Since this was not the result, there may be some interesting implications here
for the work begun by Bloom and Cavanaugh (1986) that investigates the process used by the
parties to select arbitrators. The differences between arbitrator beliefs about a "fair award" should
affect their chances of being selected by the parties. Those arbitrators included on a panel with
beliefs favoring one side of the other are most likely to be eliminated.
10For a complete summary of the arbitrator interviews, see Dell’Omo (1989).
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