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(with German Sanchez, Joel Oropeza, José Cruz Guzman,
and Alejandro Espinosa)

Labor relations in the company that has traditionally had a monopoly
in the provision of telephone services in Mexico, Teléfanos de México
(Telmex), have followed a path that differs from the rypical Mexican
pattern. Both before and after its 1990 privatization, Telmex has viewed
the labor union that represents its employees, Sindicato de Telefonistas de
la Repiiblica Mexicana (STRM), as its partner in determining important
aspects of technological change, labor relations, and the organization of
work. This chapter explains the factors that helped create the uncommon
“hilateral” relationship herween Telinex and STRM. This partner rela-
tionship contrasts sharply with the more typical authoritanianism found
m Mexico’s system of industrial relations and the breakdown of collec-
tive lahor contracts that has occurred in many Mexican firms since the
early 1980s.

Our explanation of the Telmex-STRM parenership eniphasizes the fol-
lowing factors: (1) the changes that occurred in government regulation
of telecommunications including the privatization of Telmex and the
opening up of telephone services ro competition; {2) Telmex’s moderniza-
tion policies involving the introduction of new technologies, new forms
of work organization, internal labor flexibility, and the establishment of
incentives for productivity and quality; (3) the shift in the STRM’s strat-
egy toward modernization and productivity; and (4) the Mexican na-
tional government’s new corporatist policy promoting the opening of




markets, globalization, and labor-management partaerships of the Tel-
mex-STRM style,

The Deregulation of Telephone Services in Mexico

Until 1988, the provision of telecommunications services in Mexico was
monopolized by Telmex and the Dircecion General de Telecomunicaci-
ones (DGT, the General Qtfice of lelecommunicacions. The DGT was
under rhe jurisdiction of the Seeretaria de Comunicaciones y Transporte
(SCTY, the Department of Communications and Transportation,

The DGT was in charge of the transmission of television, data, and
telepraphic signals as well as international relegraph service, telex, video-
tel, voice, teleinformatics, facsunile, telephotography, radio maritime ser-
vices, and telereservations. This office also managed the federal
microwave network, the national land sration network, the telegraphic
network, telex services, mobile services, satellite transmissions, and rural
telephone networks.

Also under the SCT's jurisdicrion was the General Office of Conces-
sions and Licenses for Telecommuunications that regulated telecommuni-
cations-relared concessions, licenses, authornizations, and standards. The
SCT provided regulation but did not direct investment or other manage-
rial decisions, Telmex generated more than 95 pereent of all 1es sales in-
come in the telecommunications sector {Sanchez 1993).

The national government owned 60 percent ot the shares of Telmex,
with the other 40 percent owned cither by telecommunicarions suppliers
or individuals who bought shares of the company on the stock exchange.
Telmiex's top exceuative was appointed by the government, bur the com-
panyv had a lot of autenomy in its managerial decisions and operated
much like a private company.

SCT17s policy until the beginning ot the 1980s was to maintain Telmex’s
nonopoly. However, the appearance of new technologies in the 1980s
provided the opportunity for redefining basic telecommunication con-
cepts and restructuring this sector, In 1990, the SCT issued new regula-
tions for relecommunications after having created Telecom, which s
responsible tor managing telecommunications services, the networks pre-
viously under the DGTs jurisdiction, and the satellite nenwork and land
SEAtONs.

In the new regulacory structure the SCT has the authority to grane all
concessions {operating rights) in telecommunications; the national gov-
ernment retains a monopoly over the system of satellites and land sta-
tions; the prices for telecommunications services must he approved by

the SCT; and long distance services will not be opened up to competition
antil 1996 (Official Journal of the Federation, 29 Qcroher 1990,

After these regulations were issuced, the Telmex concession was ad-
justed. Among the most important points of this adjustment are the com-
mitments it acquires: the expansion of services at an annual rate of 12
percent during the period from 1990 ro 1994, the establishment of rele-
communicarions in all towns with a population of mere than 500 inhabi-
tanrcs, the installation of public telephones to achieve a rate of two for
every thousand inhabitanrs by 1994, a reducrion in the waiting time for
new services, and an increase in the quality of services to reach the level
of international standards (Official Journal of the Federation, 10 Decem-
her 19901,

In exchange for these commitments, the SCT established in rhe conces-
ston that Telmex may request authorization o provide the services of
mobile radiotelephone, valuc-added services, and distribution of relevi-
sion signals; to manufacture telecommunication, computer, and clec-
tronic cquipment through its subsidiaries (in addition o basic services);
and to sell all types of terminal ecquipment.

Aset of hasic telecommunications service prices were estahlished chat
are indexed to increases in the national consumer price index. However,
as of 1997, telecommunications service prices must decrease to take ac-
count of an automatic productivity adjustment facter. This price strue-
ture was modified in 1989 and prices have since been increasing in an
effort to climmate subsidies across teleccommunications services. In sum-
mary, the new regulations limir the national government’s direct partici-
pation in the telecommunications sector but maintain governmental
control througb limits on new concessions and through price controls,
Although an ohgopolistic structure has been maintained in most parts of
the relecommunications services scctor, in some cases, such as cellular
telephone services, competition has intensified greatly in recent years.?

Four companies were issued concessions for cellular telephone ser-
vices. Table 9.1 shows the rapid growth thar has been occurring in this
segment and how competition has developed. In some regions of Mexico

1. A new welecommunications law adopted in June 19935 provides that the natinma!
povernment can grant concessions involving felecommuications communticinons by satel-
Jite and public networks, bur fareign investments i hese ew concessions cannot exceed
49% of the capital of each enterprise, except concessioas involving cellular welephone ser-
vices.

2. Infarmation on the extent of competition in services such as mobile radio wecvices,
specialized radiscommunication, cable welevision (which has 114 cancessions with 90 com-
pames), and valie-added services, is mare limited.
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TABLE 9.1, Ccllular relephone service in Mexico

Year Total subscribers
1959 1,150
1990 65,800
1991 175,350
1991 175.350
1992 278,646
1993 300,000
1995" 745,000

up i the medth o) Auga.

Hleracelt: Colfubar, Muy 1992, page 17,

Carlin Salina de Gortany, 1992, Fonrtt: Prassdosiial Rufrort, Mexico Ciy.
Drepmrrment of Commumeatinns gnud Transpostatemn, 1992, Beport
Docwment, Mexico Ciry

a battle has developed benween Telcel (Dipsa-Telmex), which acquired
207,462 users by 1994, and lusacell leading 1o economic losses for both
companies as a result of subscription campaigns {Verut 1993).

Privatization

On 17 September 1989, President Salinas de Gortari announced that Tel-
mex would be disincorporated from the national government. He
claimed that the government did not have enough financial resources for
necessary expansion and tnodernization of the company during the pe-
riod 1989 to 1994 (equivalent to ten billion U.S. dollars).

The president announced a resolution that included six conditions for
privatizing Telmex: {1) That the national goverminent’s ultimate control
over telecommunications in Mexico be guaranteed. The government’s
role will be to regulate and supervise the sector, thus puaranteeing the
diversificarion and efficieney of services as well as Telmex's financial bal-
ance. (2) That public telephone services be radically improved, with ob-
jectives cstablished for repairs and for the installation of telephone
booths and long distance telephone services. {3) That the rights of work-
ers be guaranteed, in accordance with collective labar contracts and that
the workers participate in the new ownership structure of Telmex. (4)
That telephone services be expanded with the objectives of annual
growth of 12 percent; the installation of four million lines in the 1990-
1994 period; an increase in telephone density from five to ten lines pe
hundred inhabitants; and an investment of 23 billion pesos (equivalent
at the time to ten hillion U.S. dollars) of which 70 percent would be
financed with domestic economic resources. (5) That scientific and tech-
nological research be continued in telecommunications services. (6) That

MEXICO

Telmex remain under Mexican control by maintaining a majority of
shares in the hands of Mexicans. Foreign investment may not exceed 49
percent of the capital, and individually, no foreign shareholder ean own
more than 10 percent of the shares. The profitability of Telmex would
depend on the company’s productivity (Solis 1992), After a long process,
Telmex was sold to a conglomerate headed by the Carso Group. The
Carso Group owns 5.2 percent of Telmex's shares, Other owners of large
blocs of Telmex's shares and partners with the Carso Group {and the
respective fraction of Telmex stock that they own) are France Cable and
Radio (5%), a subsidiary of France Telecom, Southwestern Bell (5%),
a U.S. regional Bell operating telephone company, and other Mexican
associates to the Carso Group (5.2%).

The Carso Group s able to exercise control of Telmex because the
current sharcholder structure includes three types of shares. Type A
(19.6%) shares have free subscription (any individual can own the
shares) and the share owners have voring rights in corporate decisions.
Type AA {20.4%) shares were sold to the Carso Group and its partners
and have voting rights. Type L (60%) shares with free subscription do
not have voting rights, This share distribution gave the Carso Group and
its partners 51 percent of the shares with voting rights. In addition, 4.4
percent of the shares (type A shares with voting rights) were sold to the
STRM, but since Mexican law stipulates that one must have at least 10
pereent of the shares in order to have the right to be represented on the
firm’s board of directors, the union was denied participation on Telmex’s
governing board.

According to information provided by the new management, there is a
“natural” division in the firm's internal organization: the Carso Group
specializes in legal, social, and real estate matters; Southwestern Bell is in
charge of commercial matters, mobile telephone service, and the publica-
tion of directories; and France Cable & Radio concentrates on the mod-
cernization of the network and the satellite system.

Effectively then, since 1990 Telmex has been a private company con-
trolled by Mexican capital (the Carso Group). Telmex has twenty subsid-
iaries that function generally as subcontractor {supplier) companies to
Telmex and other telephone companies. As of March 1994, Telmex em-
ployed a total of 62,828 workers. Of these, 45,901 were members of the
STRM which also represented 8,376 workers in six of Telmex’s subsidi-
aries. In addition, another 5,829 workers in Tetmex’s other subsidiaries
were members of the Confederacion de Trabajadores de México (Con-
federation of Mexican Workers, or CTM). Telmex also contracts with
some of its subcontractors to fill temporary jobs, The number of workers
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used in these temporary jobs fluctuares, but union sources estimate the
number to be around 10,000, There is one STRM-Telmex collective con-
tract covering umonized Telmex employees throughout Mexico.

Telmex still has a monopely in the provisien of basic telephone services
including both local and long distance services. Since its privatization,
Telmex has been trving to maintain a high growth rate and a high degree
of modermization i order to achieve mternanonal competitiveness, espe-
cially in long distance services, which will be opened ro competitors in
1996,

In recent years, the number of telephones, telephone lines, and long
distance calls handled by Telmex has increased considerably. [However,
the personnel employed by Telinex has remained stable primartly due o
the high rate of growth in labor productiviry at Telmex (shown in Table
9.2). The growth in labor productivity occurring av Telmex in reeent
years has been a consequence of a high level of investment (number of
lines), growth in the national eeonomy (increases in the number of fong
distance calls), rechnological changes, and constant employment,

In the last four years Telmex's income and prohts increased by 82.5
percent and 8§1.7 percent respectively. Profits have been enhanced by in-
creases in the prices for telephone service. Meanwhile, Telmex’s income
has shifted from being based on long distance services {as it was in the
1980s) to local servieces {as shown in Tabie 9.3). Income from local ser-
vices include installations, measured services, and basic rental charges.
Income generated by long distance calls declined as a share of total in-
come in the 1990s due to a sharp risc in locai call income caused by the
introduction of measured service.

New services, which are included in the “other’ category in Table 9.3,
are still very limited despite the fact that, according to some internal pro-
jections, they were expected o reach a level of more than 1§ percent by
this time period. However, the change in revenue sources is very
clear—an increase 1n lacal and national service provision.

Table 9.4 shows that wages and related personnel costs have been a

TABLE 9.2. Doductiviey at Telmes
Year Worker/ 1000 Tines Long distiiice callafworker
1994 9.6 23.5
1991 5.5 27.1
1992 7.5 33.0
1993 6.6 36.7

Stawrer  Frgsres weere cabiadanid fvoomalara From s Telmes sork reper.
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TABLE 9,3, Telmex: Composition of income %]

Year National lang distance Internanonal Local Other
1987 29.4 54.0 14.7 1.8
1988 299 47.4 21.0 1.7
1989 135 42.9 209 2.7
1990 168 28,9 32.3 2.0
1991 AB.0 238 36.0 2.2
1992 6.3 22.0 39.8 1.7
1993 33.7 19.7 42.8 kR
Source: Figores Lalculited fram Telimex, dnmeal Repoort (frnm several sears).

TABLE 9.4, Waje costs as pereentage of Telmex's 1o1al expenditures

1990 1591 1992 1593

Wages and relared personned costsitotal expenditures 37.8 16,9 39.8 39.3

Sizrees Pigores were caleulated from Tolmes, Amsiad Report (from several yearil.

stable share of Telmex's total expenditures during the 1990s, This stabil-
ity occurred even in the face of the changes made to pay procedures,
which are discussed in a later section of this chapter.

Modernization at Telmex

From 1979 on Telmex has been engaged in a technological moderniza-
tion drive. The facrors leading to Telmex’s decision to modernize were
the following: (1) Tt was structurally impossible to respond rapidly to the
increasing demand for telephone services which was caused in large part
by population growth. This was reflected in the fact that as of 1979,
1.5 million applications for telephone services were not being met. (2)
Productivity was stagnant at the company. The equipment in use had
reached its maximum level of productivity by 1976 with yvearly growth
rates of 12 to 14 percent. The annual rate of productivity growth de-
creased alter thar period. From 1982 to 1986, productivity grew at an-
nual growth rates between § pereent and 6 percenr. (3) There were
technical problems caused by the electromechanical (analog) switch-
board equipment. There were increasingly frequent equipment failures as
a result of progressive wear and tear and difficulties in finding spare
parts. (4) Within a context of obsolete equipment, there was an excessive
dependence on workers for maintaining equipment and providing scr-
vices. This gave the workers a very advantageous position in relarion to
the company, providing them with a high degree of control aver the work

n
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process and bargaining leverage. (5) The STRM was using workers” bar-
gaining leverage to obtain rore extensive control over the work process.
{6) The San Juan and Victoria stations were destroved in Mexico Ciry's
1985 carthquakes. (7) The tendencies toward globalization and the open-
ing of markets were bringing greater competition for Telmex (Lara
1992).

Face with rthis situation, the company developed three strategic plans
for modernization. The first was the Programa Inmediato de Mejora-
miento del Servicio (Immediate Program for Service Improvement or
PIMES), created for the putpose of increasing the quality of service, Spe-
cific improvements were to include increasing the number of lines per
hundred inhabitants {density), new management plans, reforms in the
management of subsidiarics, and mnovatve financing policies. The sec-
ond plan involved a change in labor relations and labor *“*culture.” It was
clear that improvements were needed in services and responsivendss to
customers. A trransformation in human resource management and labor
relations was necessary. The company’s public image was also to be im-
proved. The plan for modernization and diversification dealt with quality
improvement, diversification, and provision of new services, the intre-
ducrion and development of new rechnologies, and the international de-
velopment of the company {Solis 1992).

Teimex signed contracts for supplying digiral stations with the Indetel
and Teleindustria Fricsson companics to purchase their $-12 and AXE
systems. It is important to note that these companies committed them-
selves to producing much of this cquipment in Mexico (Sanchez 1993).

Majot technolegical changes then appeared at Telmex in switching,
involving the rapid transition toward electronic stations and the digital
system; and in transmission, the use of satellites, optic fiber, and cellular
telephones (see Table 9.5),

According to Telmex plans, by the year 2000 there will be 30 million
telephones, 80 percent digitaiization of local facilities, 100 percent digi-
talization of long distance facilities, 15 million lines and 75,000 work-
ers—which sill imply an increase in productivity of almost 100 percent
in comparison with 1985, in terms of telephones and lines per worker
(Telmex 1994).

Technological changes produced the following capabilities at Telmex
as of 1993

Lines in service; 7,620,880
Digitalization of telephone facilities: 65 percent
Telmex cellular telephones (Telcel): 195,409 users

MEXICO

TABLE 9.5. Churacrerisiios of Telmex exchanges (1992)

Loon exchanges Tl exchanges
% of % of “a of

Number  capacity  Nomber copacity . Nuwmber  capacity

Tandem exchnpes

Elrctramechanical

switchis i9 0. R% == = _ o
Croyshar switches 766 41.0'% 2 4% 71 17 %
Semnelectronic

swiitches 24 1.0% -— — 4 7%,
[igital swirches 1,611 Lk 69 Q6% Rl 76%,

2,420 100% 71 10603 156 100%,

Sareree: Telmex, lntermal Report, 1992,

Opric fiber: 8701 kilometers

Operator-assisted traffic: 100 percent digitalized

No more electromechanical stations (1994)

Submarine Cahle, Columbus 1[I, made of optic fiber, used to connect
America with Europe

New services were opened: 800 (free call) service; telephone card
charge; virtual private networks; universal numbers; personal num-
hers.

Telmex™ modernization plan for 1994 includes:

Investment; USS 2 billion, 300 million pesos
Statiens: 1,520,000 new lines
Optic fiber: 9,600 kilometers (new)

Another element of Telmex's modernization has been management re-
organization including the creation of two corporate directorates. The
first includes four sections: finance and administration; corporate devel-
opment; human resources and labor relations; and another directorate in
charge of the opceration of telecommunications services. The latter in-
cludes: long distance, telephone development (including developing new
services and providing them to large users), and local services {divided
into three regional subdirectorates: Northern, Metropolitan, and
Southern).

Changes In Labor Relations at Telmex and Labor
Umnfion Strategy

Labor unions in Mexico typically have sought to protect jobs, wagys,
benefits, and working conditions, and to negotiate with the national gov-
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crnment over economic and social policies that affect labor, In exchange,
the nadonal government received political support from the labot
unions,

During the last ten years, the Mexican economy has been opened to
the internanonal market and rhe national government reduced irs inter-
vention in the economy and litnited public spending to only the poorest
sectors in the economy. In this new context, the possibilities for labor
uninns to influence economic and social policy through interactions witch
the national government were reduced. This weakened the corporatise
pact that had previously prevailed between labor unions and the state.
Under these conditions the restructuring of latge companies stimulated a
process that greatly affected labor relations and the conrents of collective
contracts, Over the lasr ten years there has been a strong movement
toward labor deregulation and a substantial decrease in the negortiating
power of most Mexican labor unions (e la Garza 1993).

The Telmex case, however, contrasts sharply with the patwern of lahor
derepulation and union weakness that typified most sectors of the Mexi-
can economy in recent years, In Telmex, a bilateral agreement was initi-
ated berween management and labor. Unlike most other Mexican labor
unions, the STRM has played a major role in shaping events ar Telmex
and in the process has created a novel labor-management partnership,
The three basic changes that aecarred in labor relations ar Telmex are: a
transformation in the collective labar contract, productivity agreements,
and joint commissions involving company and union rcprﬁ&@tlt;l[i\.'es. A
central theme in chese processes was a shift in the union’s focus to issues
related ro productivity and service quality (Vasquer 1988),

Several factors influenced the strategy of rhe STRM with regard to
Telmex's modernization. First, although the tabor union at Telmex is cor-
poratise, it has always maintained high levels of internal democracy, even
to the extenr that it has some very influentai leftist opposition factions
(Torres 1990). A second factor was the pressure exerted by high-level
technicians working at the central Telmex stations. These technicians
were (and continue to be) politically involved and well educated. Third,
a group of outside advisors (high-level specialists) hired on a permanent
basis by the executive comnuttee of the STRM have been key players
in the development of the union leadership’s proposals. And finally, ic
lcadership of the STRM, during the era of labor union decline (the mid-

1980s), analyzed international experiences and recognized the nced.to
change srrategies in the face of new economic, political, and productive
conditions {De la Garza 1990).

The STRM’s initiatives at Telmex included the following. In 1986, the
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labor union won Clause 193 of the collective labor contract and pro-
posed a “guality model” to the company. The principles of the quality
model (agreed ta by the company) were: (1) The company recognized the
labor union’s right to participate in the modernization projects, digitali-
zation, and the implementation of new services. (2) The tabor union also
obtained the right to be informed about medernization projects. (3) A
joint commission on new technology was formed which, among other
attributes, would have access to information concerning company proj-
ects and their impact on training, work conditions, and labor relations.
(4) A joint modernization commission was created, which would be in
charge of defining the technical and operational implications of the mod-
croization projects and would analyze their implications for labor, (5)
The company agreed to develop jointly with the union a broad-bascd
training program. (6) It was decided that a joint commission would ana-
lyze the impacts of modernization on job safety and health conditians.
(7) It was also decided that there would be no reduction of personnel due
to the company’s modernization {Xelhuantzi 1989).

Onc of the first effects of contract clause 193 came through the cre-
ation of the Iinmediate Program for Service Improvement (PIMES) in
1987. This was a plan negotiated with the labor union to improve ser-
vices. [t represented the formal beginning of the labor union's Co-respon-
sibility in achicving quality. In thar same year, within the framework of
Telimex’s Eighth Meeting for Corporative Planning, the strategic plan-
ning directors’ plans for “structural change” were discussed with the
union. It became clear at this point in time thar Telmex's plans for expan-
sion, diversification of its services, and modernization would require sig-
nificant changes in labor relations, While the negotiation of contract
clause 193 and rhe union’s involvement in the development of the quality
model signaled a new turn in labor-management relations, in 1989 the
spirit of bilateralism dereriorated due to macrocconomic pressurcs. In
many industrial sectors in Mexico in 1949 national governmentai labor
policies led to changes in collective contracrs which reduced labor union
involvement in technological and organizational matiers. Following this
trend toward increased unilateral managerial control of labor relations,
the collective labor contract ar Telmex was maodified in the following
manner in 1989: (1) Labor union intervenrion in the introduction of new
technology was eliminated from clause 193, and the company effectively
dissolved the joint commission on new technologies. All that remained
from this initiative was the company’s commitment to inform the tabor
union whenever training for workers became necessary. (2} Inrernal

worker mobility, prohihited under the previous contract, and broad job
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descriptions were established. (3) The only joint commission continuing
to operate was the one concerned with persoundl training. (4) The ffty-
seven existing departmental agreements (which regulated in derail the
work of cach of the company’s departments) were eliminated and re-
placed with simplified and broader job descriptions (De la Garza 1989).

The key factors thar led management to push for a more flexible labor
contract in [989 were the national government’s decision to privatize
Telmex and pressure exerted by the company’s future owners to madify
the labor contract even before the sale, This sort of pre-privarization
labor contract modification had occurred in airline companies and in the
iton and steel industry.

When Telmex was privatized, the STRM won clause 195 in the 1990
labor contract. That clause reshaped the quality model agreed upon in
1988 and partially restored the bilateralism the union had lost in 1989,
However, bilateralisn was not immediarely returned to its former level as
the only major bilateral initiative involved the creation of a joint narional
commussion for quality and productivity.

The national government then again changed its industrial relations
policy. The government proposed that instead of having weak unions, a
new type of labor union would be created—one that would make pro-
posals concerning productivity and guality and be involved in the cre-
ation of a new more positive labor cutture. The nanonal government
at this point recommended that industry throughour Mexico follow the
approach being proposed by the STRM—an approach that was different
from the old corporatism favored by the CTM. The national government
exerted substantial influence over Telmex management who fully identi-
ficd with the government’s neoliberal economic policies. The principal
shareholders of Telmex are the type of business people created through
neoliberal policies—those who have acquired important companics that
were previousty government-owned. With the national government's en-
couragement, the STRM has since been able to benefit from three agree-
ments that focused on productivity and guality imprevements at Telmex
(Ortiz. 1993).

The most important of these agreements is the “Agreement on qualiry,
productivity, and training for the integral modernization of Teléfonos de
México™ signed 1n November 1990, With the signing of this agreement,
a new horizon was opened up in labor relations. That agreentent cstab-
lished the following: the right of workers to participate in making pro-
posals concerning the company’s modernization and workers’ right to be
rewarded for any additional work etfort; the commitiment that borh the
company and labor union will jointly design a program to increase pro-
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ductivity and quality; joint determination of administrative and opera-
tional modernization processes; the promotion of a new lahor culture
based on negotiation and rnutual benefit; and approval of the quality
model. In addition, it called for the establishment of training programs
with the purpose of encouraging creative capacities; the encouragement
of teamwork and cfforts to improve work conditions; the creation of a
joint commission in charge of defining preductivity criteria and 1nea-
sures; and the commirment of the company to train management in total
quality.

Although it defined some essential elements for the creation of a bilat-
eral modermization project, this agreement primarily focused on estab-
lishing only basic guidelines. In March 1992, with the signing of the
“CGeneral Permanent Program of Incentives for Productivity,” more de-
taited modernization plans were specified. The March 1992 agreement
was the first concrete product of the Joint Commission for Productivity
which had the task of defining productivity criteria and measures, The
1992 Permanent General Pregram established: thar the company will de-
rermine the maximum annual amounts to be paid out in productivity
enhancing incentives {in 1993 the amount was 324.65 million new
puesos); the arcas in Telmex where incentives would be implemented
{commuercial, external plant, commutator, and traffic); and physical pro-
ductivity objectives for each area. For evample, in the external plant area,
the objective is line repairs to be achieved per day. In the traific arca, the
objective is that operators answer calls in less than ren seconds. In the
commercial area, the objective 1s to prepare internal duty orders without
error, In the switching area, the objective concerns damage control and
repairs. In additon, the Permanent General Program included two types
of pay incentives (monthly and yearly); and stated that 50 percent of the
monthly pay incentives will be paid when 90 percent of the objectives
are achieved and the total amount will be paid when 100 percent of the
objectives are accomplished; that the annual pay incentive will be paid if
all the objectives in the labor area are met; that 85 percent of the total
mncentives ate to he paid monthly while 15 percent will be paid on an
annual basis. The pay incentives are to he calculated on the basis of per-
formance in each work area, and joint work unit (analysis) groups will
be established with the participation of untonized supervisors and chiefs
in order te carry out follow-up monitoring and adjustnent of the incen-
tive system. The functions of the analysis groups are to design plans and
methods to improve productivity, and to conduct evaluations and make
proposals regarding preductivity improvement miethods. Unionized
workers and managers participate in these groups.
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The other important aspect of the new bilateral labor relations at Tel-
meyx is the many new joint commissions {formal entiries that design pro-
grams in different areas). Some of ‘hese have existed a long time, others
were restructured after being chiminated in the 1990 contract revision,
and still others have been ereared as a result of the new productivity-
related negotiations, There are six commissions,

The Joint Commission for Productivity and Quality has existed since
1987 and has been the forum for the discussions that led vo the Telmex
quality model. The 1990 contract maodifications interrupted the opera-
tion of this joint commission for over a year, but since 1992 the commuis-
sion has recovered the important responsibility tor designing training
courses that promote the quality model. This commission also is in
charge of negotiatians surrounding productivity-related agreements, in
particular, this commission establishes productivity objectives and the
indicators used to measure producrivity.

The Joint Commission on Modernization is now the most important
commission {although its functions overlap with those of ather commis-
sions). It supervises the negortiations that deal with quality and productiv-
ity incentives. This commission includes the qualification and new
technology program; the labor conditions program; the culture and relief
program; the specialties qualification prograny and the permanent pro-
gram for improving services.

The Joint Commission on New Technology was created in 1987, This
commission lost its importance with the 1990 contract modifications. At
present its functions have been reduced to receiving information when-
ever new training is required due to the introduction of new technology.
The Traming Cammission was created in 1936, This commission designs
training courses. The Health and Safery Comimission was created in
1987. Finally, there is a Commission of Medical Studies,

The breadth of the productivity agreements affecting relephone ser-
vices and the progress made in implementing those agreements propelled
Telmex into the status of the most highly-developed casc of bilaterally
negotiated work restructuring in Mexico. Telmex is frequently cited in
governmental and internal union discussions as a model productivity 1m-
pl'()\’C[ﬂCn[ prOCGSS.

Impact on Internal Labor Markets and Human
Resources

The restrucruring of Telmex has not involved employment reductions.
On the contrary, employment has remained stable since 1988 (see Tables
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9.6 and 9.7). Factors that have contributed to this stability are: the com-
pany’s growth; the labor union’s offer of flexibility and guality in ex-
change for pay incentives and the company’s efforts to avoid cutbacks in
personnel; and management’s acceptance of the labor union as its legiti-
mate counterpart in confronting productiviry problems. Six main human
resource adjustments have occurred at Telmex since the late 1980s. There
are no firings but rather personnel are frequently relocated or reassigned.
Job positions and categories have been consolidated. Despire the Telmex
modernization, gender segmentarion by job type is still substantiat. There
is greater flexihility in the contract thar deals with cither external or inter-
nal personnel adjustments, Wages increasingly depend on individual and
departmental performance. Job gualifications have been steadily raised.

Emploviment

Mthough total employment at Telmex has been stable in recent vears,
there have been many relocations and carly retirements, Many of the
relocations have involved employees in the general services department,
operators, installers, and PBX and telephone equipment maintenance

TABLE 9.6. Telephune services and employers ar Telmex, 1976-1993

N National
Telephone [nternarion:) long
TIFTI-IT.HU.S m TL'.-."j‘l'll-:mc di:.l,:l,ll-,j:_‘ di:.(::u_u_'u

seTvice lines conference conference

Year {thousanids) (thousands {thousands) (thouszands) Employces
197R 3.309 1,850.6 233 1973 22078
1977 3,712 20771 243 220.0 23,403
1974 4,140 2.307.1 29.a4 268.5 24 870
1979 4,543 2,498.8 38.1 222.1 26,006
1980 5,013 27205 47.3 402.4 27,568
1981 5533 296494 56.7 461.2 29,566
1982 3,97% 31630 554 510.3 31,383
1983 6,378 3.318.0 32.0 520.% 32,509
1944 ¢.796 3458.0 556 5638 14,661
1985 7.325 3.705.0 60.8 608.4 17,487
1986 7,735 3,927.0 696 h65.2 40,662
1957 B.176 4,092.8 7R.9 7247 44,700
1258 8,653 4,381.4 103.6 768.6 49,993
1989 9,558 4.847.2 141.5 250.6 49,203
1990 10,323 5.335.0 169.0 951.0 49,912
1991 11,072 6,U25.0 2100 1,068.0 49,458
1992 11,126 6,575.0 2485.0 1,204.0 449,893
1993 7.621.0 1875 1,403.0 48,771

Sowerce; Telmex, Amaual Roport Geveral voar).
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TABLE 9.7. Types of employees at Telmex (without suhsidiaries), 1985-1994

Chiefs and

Year Total [Tnionized SupErvisors Operators
1985 37487 32452 5035 11509
1986 40662 35045 S617 12444
1987 44700 38036 6614 12699
1988 49995 42663 7132 13421
198Y 49203 41621 7682 NA
1990 49912 42100 7812 MNA
1991 49488 NA NA NA
1992 48937 41722 7213 NA
1993 NA NA NA NA
1994° NA 43901 NA 10584

Sani ez

1) Teirne, Repirert 1o Shareholders® Assembly {varions years),

b Telimx, Cenauss, Ootoler 1992,
c) sulin § 1994

dl Telmes, Waje Scale, 1994,
*Mlarch

staff. For example, when ongoing relocations are completed, 50 percent
of the operators will have been relocated, Meanwhile, employment
arowrth has been occurring in exrernal plant, commercial, customer ser-
vices, exchange, and long distance,

Consolidation of Jobs and Job Categaries

Prior to recent restructuring, complex regulations at Telmex specified
jobs and job categories. These regulations emerged as a consequence of
a long series of confrontations and negotiations from 1976 to 1989, The
regulations were contained in fifty-seven departmental agreements,
which in practice funcrioncd as collective subcontracts. These contraets
specified 3835 labor caregories. Wirh the 1989 producrivity agreements,
these agreements and the associated regulations disappeared and a
smaller number of job specializations (24) and job profiles (125) were
defined.

Segmentation by Gender

Although women represent 42.4 percent of the workforce ar Telmex,
there is sharp gender-based job segmentation.® As can be seen in Table
9.8, thirteen job specialties (or departments) are staffed only by men, and
three job speciatties {or departments) are filled only by women. These
two groups of specialties include the vast majority of Telmex personnel-

3. The averape age of the wage earners is 34 years.
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TABLE 9.8, Workers by speaaley or department at Telmex, 1994

Specialey Number of cmployees Genider
Central maintenance 3,023 mixed
Long distance mantcnance 1.0076 male
Encrpy 321 male
Projects engineering 375 mile
Linws cenrral 129 male
Leng distance building 210 male
Long distance lines maintenance 539 male
Sturape 821 male
Markesing 3,888 mixed
Adminisiration 3,942 mixed
Repair of equipmuent 842 male
Technicans 259 mixed
Day cire center 154 female
Specialties of the Secretary General 11 mixed
Finances 334 mixed
Drivers 155 male
Automative [38 male
Files 9 mixed
Exterior plant 13,493 matle
Supervision and construction, ext. plant 200 male
;\'r.-m'or]-:s Mid cu_;;l.:rm:rirm 505 ’.7';[1 ; rmale
nternanonal traffic 218 di ™ female
Nanonal tratfic 8,‘]13 :/ % :E::;Ilt
Total 41,192

Sasrce; Wage sweale for 1994 and corveranions with Telmexs workers.

As reported in Table 9.9, 18,804 workers are concentrared in the special-
ties in the first group (only men) and 10,738 workers are in the second
group {only women). Only the remaining 28.3 percent of the unionized
personnel (11,650 workers) are distributed in categories which include
both men and women.

Recrultment norms at Telmex

Telmex and the STRM have established three documents that provide
rules governing entry into and movements within Telmex’s internal [abor

TABLE 9.2. Scamentation by gender ar Telmex, 1994

Number of categornics Waorkers
Only women: 3 10,738
Onty men: 13 18,840
Mixed: 6 11,650

Source: Telmex, Internal Reporr, 1994,
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market, These documents include: {1} the Contrato Colectivo de Trabajo
or CCT {collective labor contract); (2) the Reglamento Intero de Trabajo
or RIT {internal labor regulations), and (3) the Perfiles de Puesto or PP
{joh profiles) for each department,

Chapter 11 of the collecrive labor cantract (CCT) sripulates that indi-
viduals hired into Telmex must already be members of the STRM, have
the necessary abilities for the joh, and be tested by examination, Clause
[5 of the CCT requires the company to inform the union and workers of
ANy vacancics—permanent or temporary—so that the union can propose
candidates to occupy those positions. This clause also describes how to
fill a new position or vacancies created by promotion, resignation, dis-
missal, death, or retirement.

The internal labor regulations (in chapter 1 of the CCT) also establish
the requiremenrs that applicants must satisfy in order to join the com-
pany. tThe requirements mentioned in the collective labor contracr are in
addition to rhose included in the job profiles. The departmental agree-
ments had served as “small” collective labor contraces in cach depart-
ment. The April 1989 negotiation carried out between rhe company and
union repiaced the departinental agreements with “job profiles.” The job
profiles cstablished more specific job requirements and promoted what
ar the time was referred to as an expansion of “labor flexihility” at Tel-
mex. The net effect of the introduction of job profiles was consolidation
of joh and wage categories,

Chapter 2 ot the CCT allows for admission examinations for joining
(or rejoining) the company. It also specifies the knowledge required for
workers in each of the following departments: national and internarional
traffic, commercial offices, claims and repairs, long distance lines, net-
waorks, and mechanical workshop, Article 3 of the CCT allows the com-
pany 1o require a medical examination of job applicants,

The new job profiles perform the following functions, They provide
the 125 caregories for the 24 job specialties; they outline in derail the
principal functions and activities expected of personnel; they establish
the conditions under which work must be carried aut; and they describe
the training and other procedures that cnable promotion to a higher cate-
gory. A common characteristic in these job profiles is mention of the
importance of labor flexibility,

The regulations described above are much broader than previous Tel-
mex policies in that they regulate assignments, pronotion, and retire-
ment, and it is noreworthy that thev do so in a bilateral manner,

Pay Procedures

The three components of pay ar Telmex are wages, extra wages, and
productivity incentives. The first rwo of these components and the respec-
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tive labor contracr clause defining each are described in Tables 9.10 and
9.11.

"The productivity incentives mentioned in carlier sections of this chap-
ter provide extra compensation that averages hetween 30 percent and 43
percent of workers™ base salary whenever the productivity goals in each
labor area are achieved. Telephone workers” wages are generally much
higher than the minimum wage in Mexico {¢qual to about U.S. $100 per
month), especially if rhe productivity incentives are included. Examples
of Telmex worker base wages are listed in Table 9.12.

Lyespire rhe novel system and size of wage incentives now used at Tel-
mex, national government economic policies led to significant declines in
real earnings in recent vears as reported in Table .13, However, these
declines were less severe than the declines expericnced by most workers
in other sectors in Mexico.* In part, the declines io real earnings at Jel-
mex result from the fact that the productivity wcentives merely replace
what was previously paid as overtime payments.

Training

Since the early [990s, both management and the union at Telmex have
recognized the increasing imporrance of training and the advantages of
joint regulation of training. As of 1993, Telmex workers on average were
receiving cleven days of training per year. Telmex's training effort thus

TABLE 9,70, Dircct wages at Telmex

Wapes Cuncept Forim of calculation
Clause 103 Based on daily The weekly wige 11 calculated on the basis of the
waget seven lavs of the weck
Clause 104 Aid for paying Télmex provides £5,926.39 per year

hiissing rent

Clause 108 Aid for Telmey provides 31,769.03 per year
TP TaliCN
expendhiures

Clause 108 Ouertime The daily wage is multiplied by six work-days,
and the resule is divided among the numbcer of
heurs corresponding to the daytime, mixed, and
mghttime shifts, The gquotient is divided by rwa,
thus providing a ype of overtime payment.

Hew peaos lorall wnimyeed warkers, Esch new pesa éoquanls one 118 dollar.
: The hawe salary depenida exclosively o eich workier's job Categuory,

4. Note, the minimum wage in Muoxico fell by 22.3% in real terms between 1990 and
1993 duc to high inflation.

=
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TABLE 9.171, Exrra wapes af Telmex

Fxira wages Concepr Fxtra payment

£2,307.14 per year for driving a car, track or

For drving a ¢ar, B _
motorcvele. $387.96 for driving a bicycle

truck or motorcycle
on the job {except
those employed

Clause 113

as drivers)
Incenuves for not
hawizg an aceident

Eunded from a company-wide fund of $50
million per year (except for these ymployed
an drivers)

For thase who are $1,000 per year
not payers but
handle money
for payments
When reaffic
r«.‘r';nnm-l bandie

They receive an extra amount in relation to the
numher of local welephone lines

myarers of the
Commercial
Departnient
For using: English
For commissions

L% of the daily wage
For wiee enrners who also receive Contmissiins,
the tatul pained during the List three months will
be averaged, ta obean the daily wapge
15 of the duly wape

Clapse 114

Clause 15 To aperators making
lang distance calls 7 -
Clause 16 For porters and 20% vver the buse wage for pertorming

watchmen cleaning waork

Nore: Favh néw peso equali one U dbnllar,

TABLE 9.12. Base wages at Telmex for various worker catega (&%

Manthly wapr
fin ULS. dollars}

Carcgory

Highist level technicians (maintenance stal ions] 300

Engineer assistant (engueermg and desgn) 857
Forerman assstant {long distance construltion) 800
Warrhouwe conumssioned (warchouses) 600
Commercial sssastant 700
Opacrator 6.}0

670

Average hase salary for unionized workers

- s . rre rhickee
Mot Thee Bpuresdin pon (slide extrg swages of [IECILTVES. [heie Agures were chiose

Yediare the devaluaruam of the peso.in Novem ber 15594,
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TABLE 92.13. Index af the average real wages of Telmex warkers

Year 1990 1991 1992 (993
Index 106 85 90.9 921
Sawrees Qo own calodlarimrm hased on Telmex repoes.

was higher than the training that was occurring at Southwestern Bell
(Telmex's U.S. partner} which provided ten days of training per year, or
France 1¢lécom which offered only six days of training per vear. Intelmex
was created through joint discussions ar Telmex ro oversee training, It
provides workers with seventy-nine programs on new technology includ-
ing the impacrs of digitalization on operators and optic fiher networks
and rhe impacrs of digital technology on communication and transmis-
sion-related work, Telmex's training programs include jointly run
courses aimed ar sensitizing workers regarding improved quality and
productivity, teamwork, customer needs, and the new labor culture.

Canclusions

Mexico’s monopolistic telephone service company was privatized in
1990, and in 1996, the long distance services wiil be opened to comperti-
tton. The expanding cellular telephone systern has always been open to
competition in Mexico. This opening of the market has exerted pressure
on Telmex to accelerate its modernization, to create new services, and to
umprove its quahity and productivity.

Significant technological changes driven by efforts to improve and ex-
pand communicarions services were implemented in Mexico during the
last decade. By 1993, 65 percent of telephone facilitics were digitalized,
there was rapid devclopment of an optic fiber system, and the use of
telecommunications satellites was expanding markedly.

While these transformations were taking place, labor relations were
being substantially modified in three ways. First, labor flexibility was in-
creased through the consolidation of jobs and the increased functions
assigned to each job category, Furthermore, the new emphasis on quality
and internal mobility led to heightened labor flexibility., Second, the
union at Tetmex gained an increased role through the negotiation of pro-
ductivity agreements which establish that the union can participate in
measuring productivity, diagnosing the factors that hinder productivity,
designing training programs, and improving work conditions. A new
type of labor relations has rhus been born, characrerized by flexibility
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and, at the same time, hilateral negotiation between management and the
union,

The anion’s invalvement in the development of the plans guiding Tel-
mex's medernization prevented that modernization from causing the dis-
missal of workers. Instead, there has been an ambitious plan to recrain
and relocate workers.

Third, wage payments have been made less rigid and are now generally
semi-flexible. There are incentives for achieving productivity and quality
goals that provide significant extra compensation. This has permirted the
real wages of telephone workers to diminish less than wages in other
sectors of the Mexican econonty.

The tact that Telmex has become a model for hilateral labor relations,
which is unlike the path followed by the country's other companius, can-
not be explained simply by structural factors, given that other companies
in similar conditions have opted for different strategies. Without a deubt
the regulatory changes affecting Telmex provided the context for and a
spur ta changes in labor relations. Mexico’s telecommunications services
sector is now maore open, although it is not entirely deregulated, and
pressure for further opening in the market for telecommunications ser-
vices could challenge Telmex. Faced by these pressures, including the
need to offer new services, Telmex proposed over ten vears ago to make
changes first in technelogy, then in organization, and finally in labor rela-
norns.

In the mid-1980s, when technological modernization had already
begun at Telmex, the labor union and 1ts strong position were viewed
in business policies as an obstacle to be overcome n order to increase
productivity, In the end it was a switch in labor union strategy thar con-
vinced Telmex management to begin a process of bilateral negotiation, a
policy extended by the new owners of Telmex in 1990. The bilateralism
adopted at Telmex contrasts sharply with the deregulation-authoritarian
path tollowed by the majority of Mexico's businesses. The switch in
union sirategy that drove the process was iwself precipitated by the union
leadership’s recognition of the economic pressures confronting Telimex,
by the presence of an intellectuatized opposition within the union, by the
advice provided by a group of high-level specialists in the union, and by
the fact that the union was relatively demacratic. The facr that Telmex
was not in the midst of a financial crisss, but rather was carning positive
profits although it faced economic challenges, also helped the union push
tor bilateralism.

But the path to bilateralism was not an easy one. A year before the
privatization of Telmex, the power and position of the union was severely
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weakened. Nevertheless, once the company was privatized, the lahor
union leadership's push for hilateralism helped convinee the president of
Mexico of the need to transform the state’s traditionat corporatist modet
of labor relations. As hilateralism developed at Telmex, the STRM and
Telmex workers gained influence over employment conditions, in partic-
ular, through the negotiation of successive productivity agreements.

The STRM was thus converted into the leader of 2 new trend in Mevi-
can labor unionism which contrasted with the corporatism of the CTM.
A new federation, Federacion de Sindicacos de Empresas de Bienes v Ser-
vicios or FESEBES (Labor Union Federation in Businesses Prc)\:iding
Goods and Services) has been formed and has inspired the leadership of
the teachers” union, the public service workers® union, and the bank
workers' union to favor bilateralism instead of corporatism,

Industrial relations in Mexico are, however, permanently contami-
nated by electoral politics and in 1993 the race for the COURNLIY's presi-
dency began, once again making the CTM the privileged counterpart
from the government’s point of view (the CTM has 5,000,000 members
as opposed 1o FESERES® 120,000 members). That same year the negotia-
tions surrounding the North American Free Trade Agreement concluded
and ar the last minute, the Mexican president promised to index wages
wirth productivity, The CTM, and nor the telephone workers® union was
asked to represent labors interest in rhe negotiation of the specific index.,

Mexico now finds itself once again submerged in a deep ccononiic cri-
sis. The national government's economic adjustment program has em-
phasized the need to halance the trade account and proposals for a new
labor unionism have been abandoned. At the same time, pressure for a
broader opening of the Mexican telecommunications services secror from
the United States and other sources is building. The future for bilateral
]abor rela.ri()ns at Telmex is uncicar. Nevertheless, the fate of this pioneer-

ing experiment in Mexican labor relarions is worthy of future study.
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