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Management’s Rights and their role in 
Labor Relations  

In labor relations, Management’s Rights clauses are essential for defining the authority that employers retain 
over workplace operations, ensuring the efficient management of their businesses while respecting the terms 
and conditions of Collective Bargaining Agreements.  Under the IBEW-NECA Pattern Agreement Guide 
(PAG), Section 2.02 outlines management’s rights: 

Section 2.02 The Union understands the Employer is responsible to perform the work required by the owner. 
The Employer shall, therefore, have no restrictions except those specifically provided for in the collective 
bargaining agreement, in planning, directing and controlling the operation of all his work, in deciding the 
number and kind of employees to properly perform the work, in hiring and laying off employees, in transferring 
employees from job to job within the Local Union’s geographical jurisdiction, in determining the need and 
number as well as the person who will act as Foreman, in requiring all employees to observe the Employer’s 
and/or owner’s rules and regulations not inconsistent with this Agreement, in requiring all employees to 
observe all safety regulations, and in discharging employees for proper cause. 

While broad, these rights are not unlimited and must be exercised within the framework of labor law and the 
specific terms of local CBA’s. 

Management’s Rights outlines several critical areas where employers 
retain control: 

Planning, Directing, and Controlling Operations 

Employers maintain authority over planning and direction of the operation of all their work.  This means project 
timelines, adjustments to workflows, and which employees work at what jobsites. 

Deciding Employee Numbers and Types 

Employers have the right to decide the number and kind of employees necessary to properly perform the work. 
This ensures flexibility in workforce allocation, allowing employers to manage the composition of their teams 
based on changing project demands. Employers should be aware of work responsibility restrictions such as 
high voltage work requiring two or more employees and any applicable ratio and/or scope restrictions which 
may be present in a Collective Bargaining Agreement. 
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Hiring, Laying Off, and Transferring Employees 

Management’s rights give employers the right to hire and lay off employees at their discretion, as well as 
transfer employees across jobsites within the local union’s jurisdiction. Employers should be aware of any age 
ratio and/or reverse layoff provisions in the Agreement when hiring or laying off employees. 

Enforcing Rules and Safety Regulations 

Employers can require employees to observe all company or owner rules and regulations, including safety 
regulations so long as they are not inconsistent with applicable laws and the bargained terms and conditions of 
the Agreement. 

Discharging Employees for Proper Cause 

Employers have the right to discharge employees for proper cause, ensuring accountability in the workforce.  
Proper cause typically involves actions such as insubordination, negligence, or serious rule violations; 
however, the employer is not required to provide a reason for termination. This is one of the more commonly 
grieved portions of the Management’s Rights clause and employers are encouraged to keep meticulous 
internal records should a discharge be challenged. 

 

The authority of Management’s Rights is supported by legal precedent.  Several court cases have addressed 
the extent of management's rights authority in relation to their obligations under collective bargaining 
agreements. 

1. NLRB v. American National Insurance Co. (1952) 
a. This case originated from American National Insurance Co.’s effort to incorporate a 

comprehensive management rights clause into their collective bargaining agreement.  The 
union filed an unfair labor practice charge against the employer, contending that such provisions 
would diminish the union’s ability to effectively negotiate the terms and conditions of 
employment.  The National Labor Relations Board initially ruled in favor of the union.  However, 
the U.S. Supreme Court subsequently overturned this decision, asserting that management has 
the right to propose and negotiate the inclusion of management rights clauses, provided that the 
terms do not violate the NLRA or any other statutory provisions. 
 

2. First National Maintenance Corp. v. NLRB (1981) 
a. This case stemmed from the closure of a segment of First National Maintenance Corp.’s 

business, which led to the layoff of union-represented employees.  The union challenged this 
action as an unfair labor practice, arguing that the company was obligated to bargain over the 
decision to close that part of the business.  The U.S. Supreme Court ruled that employers are 
not required to negotiate with unions over fundamental business decisions driven primarily by 
economic considerations necessary for the survival of the business.  However, the Court also 
established that while employers are not required to bargain over the decision itself, they are 
obligated to negotiate the effects of such decisions. 

 

https://supreme.justia.com/cases/federal/us/343/395/
https://supreme.justia.com/cases/federal/us/452/666/
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Balancing Management’s Rights and it’s Practical Application 
While Management’s Rights provides employers with critical operational flexibility, it also reinforces the need 
for adherence to the CBA and labor laws.  Employers must balance their authority granted under 
Management’s Rights with the entirety of the CBA, ensuring they don’t run afoul of any language in the CBA 
that restricts the authority granted under management’s rights. 

This material is for informational purposes only. The material is general and is not intended to be legal advice. It should 
not be relied upon or used without consulting a lawyer to consider your specific circumstances, possible changes to 
applicable laws, applicable CBAs, prime contracts, subcontracts, rules and regulations and other legal issues. Receipt of 
this material does not establish an attorney-client relationship. 


