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The Impact of New Unionization on Wages and WorkingCondi itions:

A lorgitudinal Study of Establishments Under NIRB Elections

Studies of the econamic effects of unionization have traditionally
focused on differences between union and nomnion workers (Freeman and
Medoff, 1984, Lewis 1986), in large part because of the availability of
cross-section and longitudinal data sets on individuals. Because unions
have had little organizing success in the 1970s ard 1980s, however, the the
vast majority of union workers in such data sets are employed in
establishments that were organized decades earlier, and thus may present a
misleading picture of the econamic effects of the new unicn organization
that might be expected to influence the decisions of currently norunion
management and workers to support or oppose union organizing drives.. In a
period when union wage increases have fallen short of those of nommion
workers, ! and the union share of employment has contracted, the impact of
newly organized unions on wages and working conditions can reasonably be
expected to differ fram that of existing unions.

what has been the econamic impact of successful union organizing drives
in the 1980s? Has new unionization raised wages substantially or altered
working conditions greatly in the periad? To answer these questians,
in 1986 we surveyed 203 establishments that had National Iabor Relations
Board elections in the 1980s, and 161 ‘control’ firms who did not face union
organizing drives. By focusing on establishments rather than workers, and
by using a before/after research design, we are able to examme what new

unionization did to wages and benefits, personnel practices, and employment.
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Thus, we are able to estimate the ‘marginal’ rather than average effects of
unionization in the period. 7

Our principal finding is that in the 1980s mew unionisation produced
wage ard benefit gains far below those implied by standard cross-section
analyses of union wage effects. At the same time we find that newly
organised workers made significant gains in the areas of grievance
procedures, job posting ard bidding, and senicrity protection. Consistent
with a modest effect of new unionism on wages, morecver, we firnd lower
growth of employment in newly unionised establishments than in our comtrol
group of establishments. ¥While we are cannct determine with any certainty
the extent to Which the relatively weak union impact on wages in our sample
is due to the econamic conditions of the 1980s {a ‘periocd’ effect), the
pattem of gains in first contracts (an ‘age’ effect), or the specific
characteristics of establishments that were organized in the pericd (a
‘vintage’ effect), our results deonstrate that cne cannot extrapolate
extant estimates of union/romunion wage differences to rezily organized
estaplishments. That pewly unionized plants adopt stardard union workirg
conditions suggests, morecver, that the industrial jurisprudence (Slichter,
Healy and Livernash) or collective voice {Freeman and Medoff} rather than
the morepoly face of vnionism is the essence of the institution.

Ye present the evidence and argiments for these claime in three parts.
In section oe we describe cur survey methodology, a2 ‘semi-experimental
design that imvolves paired comparisons of establishments to control for
uncbserved differences between ‘firms that face/do not face union organizirg
drives. In the secord section we give our basic estimates of what new union

organization does t0 wage ard personnel practices. In section three we



3
probe the results for econametric problems and discuss altemative
interpretations of the findings.
I. Issues and Methodoloqy

Standard analyses of the union wege premium in the United States
estimate that the wages of union workers exceed those of nomunion workers in
cross-section data by 15 to 25 percent (Lewis, 1986) and that the wages of
workers who switch union status in longitudinal data is about 10 percent
higher in the union status (Freeman, 1985; Lewis, 1986). Neither of these
estimates, however, is likely to gage accurately the impact of unioni=sm on
the wages of establishments organized in the 1980s, ard thus the wage costs
(to firms) and benefits (to workers) of successful organizing drives.
Because unions have organized few wrkplads in the past two decades,
estimates of union effects based on cross-section data essentially contrast
workers in firms organized years ago (in the 1970s and 1960s or earlier) to
workers in other firms while estimates based on longitudinal data contrast
workers who change union status by moving to or fram already organized
workplaces rather than workers in plants that are newly organized versus
those in plamts that remain nommion.

There are three reasons for expecting the econcmic effects of new union
organization in the 1980s to differ from the wage difference between workers
in already existing union ard nomunion workplaces. - First is the unfavorable
econamic envirorment of the period: the decline in union representation,
derequlation of industries, increased foreign campetition, and high
unemployment that are likely to have raised the elasticity of labor demand
faciré newly organized labor and thus to have reduced the ability of the

Lmionstoraisewag&.z In an enviroment in which many existing unions
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lowered their premium over nomunion labor, it is plausible to expect that
new unions faced a particularly difficult task of establishing premium in
the first i:sta:n&g

Second, union impacts on newly organized workers are likely to differ
fram those on previcusly organized workers because first comtracts are
likely to produce differernt cutoomes than later cortracts, as has been
recognized since the days of Paul Douglas, if not earlier. In his 1930 book
on real wages in the U.S. Douglas argued that inions pushed for especially
large wage gains in thelr first cortract, presumebly to strerngthen the
loyalty of the rnewly organized workers, ard that after the first contract,
union wages woald incrsase at aboul the same rate as romunion wages:
"Unionism, in other words, very probably does give an appreciable incresse
in earnings during the early period of effective organization, bt durirg

the later ard more mabure years of union develoment, the relative rate of

ne more rapid on the whole for unionists than

the
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5 “ s don 5
LOEY ST

L T TN
- wages than Y

gains with first owdracts. In the education sector, vhers collective

bermminirg iz 3 relatively recert phercmencn, the evidence suggests that
teacher wions optained only modest wage qains in first contracts (Freeman,
19861 . HBowever, that situation couald differ in the private sector.

A third reason for expecting differsrces in union effects between
existing angd neviy organized plants are vintage effects due to the distinct
characteristics of establisrments or mr}ceré o@mzeﬁ in the 1980s cx:npa:*:»:z

to those organized earlier. The infreguency of organization in the 19808
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suggests, in particular, that newly organized plants were likely to have
different characteristics than other plamts. Labor/management relations may
have been particularly poor in the plants that became union, making workers
especially favorable to unions, or management may have been less opposed to -
unions in those plants than elsewhere, possibly because they did not foresee
sericus econamic losses upon becoming unionized. Another potential cause of
vintage effects is that workers supporting unions in the 1980s tend to be
disproportionately minority or female compared to the white males who
organized decades earlier.
Qur Data Set

As data sets like the Current Population Survey (CPS) and National
labor Relations Board administrative records do not provide information on
econamic changes associated with new union organization, we developed a new
establishment-based data set to estimate the impact of new unicnization in
the 1980s. We developed cur data through a three-step procedure.

First, we cbtained from the Boston ard Kansas City National Labor
Relations Board districts records of establishments that had elections
during the 1980s. The states covered by the two districts are generally
reflective of the national labor relations enviramment. A composite ranking
of private sector union density in the states in ocur sample was 29th out of
51 (D.C. included). *

Secord, we conducted 203 on-site interviews with firms that had
elections with over 20 employees in the bargaining unit.  Of the 243 firms
we contacted, 203 agreed to talk to us, for a response rate of 83.5 percent:
100 were in Boston and 103 were in Kansas City; 5 percent had elections in

1985; 31 percent in 1984; 12 percent in 1983; 10 percent in 1982; 16 percent
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in 1981 16 percent in 1980 and 10 percent in 1979. In our original sample
8.4 percent went ot of business or moved. To see if this was an abnormally
high or low rate, we determined the status of fifty nomunion “oampetitor
estaplishmerts® that had ro orgenizing drive during the 1980s and fourd that
3.5 percent wert oot of usiness or zm;ai;.g The win rate of unions in the
 oUr sample was, moreover, virtually identical to the

mions won 39 percent of the elections in our sample

8 percent win rate for all elections corducted in 1981

Mecoff, 1984). The proportion of fimms who lost

=1

wag also at the nationsl averzge:

wort oy unions in cur sample produced signed
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D cbtained 161 palrs for a resporse rate of 44.3

1 this response rate, we still erded up s

matched coagetitors for mpproximately 80% of the sstablishments that had

Y%e use our sample of control establistments to evaluate the effects of

in two ways: 1) by contrasting

1 practices in firms that faced organizirg drives
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with all firms that did not; and 2) by camparing firms that faced drives
with their ‘closest competitor’ and analyzing the paired differences. The
paired camparisons provide a potentially useful way to control for sample
selection or uncbserved variable prablems by allowing us to contrast
establ istmernts facing organizing drives with ‘brother’ establishments rather
than with firms in general. If the pairing correctly give us sets of
establishments that are more alike than other establishments in cur sample,
the variance of wages and benefits (cther variables) between pairs prior to
the organizing drive should be lower than the variance between randamly
selected establishments. This is because the common camponent of the
variation between pairs is removed by differencing.  Formally, let var
(ln Wi/w}.) be the variance in ln wages ard benefits (cother variables)
between paired establishments and let cov(ln W, ln W) be the covariance
between them due to cammon camponent. Then, sinoevar(lnwi/wj) =varlnwi
+v;alr1nwj -200v(lnwi, l.rwj), var(lnwi/wj) <varlnwi+var ].nwj when
cov > 0 due to a cammon camponent.  In cur sample the relevant variances
were var 1n W; = .022; var 1nwj = ,019; var (ln Wi/Ws) = .024. Hence, the
technique does indeed reduce uncbserved differences among firms.

Before turning to our empirical analysis, three additional points on
the data. First, note that although the sample is limited to 364
establishments, those facing organizing drives employed over 64,000 workers,
while the control sample employed an additional 82,000 workers, so that we
are dealing with sizeable mumbers of workers. . Second, while the data lacks
information on worker characteristics comtained on CPS type surveys, our
measures of establishment characteristics ard paired comparisons are likely

to control for a significant proportion of the variance in wages due to

]
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differences among jabs: recent analysis of wages on establishment and worker
characteristics finds that establishment characteristics account for at
least as mxch of the variance in wages as personal (haman capital)
characteristics (Groshen, 1986). Third, by obtaining wege and cther data on
estaplishments before as well as after the union orgenizatirg drive, we
difference away persistent umeasured characteristics of work forces among

11, frpirical Results

In this section we present estimates of the lmpact of new union

n wages, personnel practices, ard employment, first by
corparing establishments that faced organizing drives to all cametitor
estaplistments ard then by camparing them to their paired ‘closest
oEpetitors?.

oar first set of wage estimates are based on the followirg In wage
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Z is a set of control variables, including a dummy variable for the
NIRB district of the firm (Boston or Kansas City): dummy variables for year
of the election, to allow time effects; and a dummy variable for whether the
workers were production or nonproduction employees. '

In W, is the wage at the ith establishment 1 year before the
organizing drive for establishments facing drives, and in the same year as
the relevant pair for those without a drive.®

uit is the error term

our estimates using paired camparisons are based on the following
equation:

(2) DIn (W/W,), = aUl +8U2 +cU3 + din (Wy/Ws) + uj, vhere W; is the
wage in the establishment facing an organizing drive and wj is the wage in
its pair; and 1n Wy/W) g is the differential between the pairs one year
before the election.

Table 1 presents the results of our amalysis of changes in campensation
" (wages plus benefits as reported to our interviewers} for the periocds from
one year before to one year after the election and from one year before to
the current period for establishments facing organizing drives and our
controls. - Because same establishments did not report wages and benefits for
all of these periods, our sample falls short of the full 364 by nearly a
third. The bulk of the missing cbservations result fram the absence of
figures on wages and benefits prior to the organizing drive. On the basis
of roughly similar wage and benefit levels for establistments that gave
camplete figures and those that did not for the figures that were given by
the latter establishments, we do not believe this data problem biases our
results.



16

Turning to the figures, colums 1-3 record mean levels of campensation
in constant 1977 dollars for an establisiment one year before the election,
one year after the election, and at the time of the swrvey or, in the case
of establishments that did not have orgenizing drives, the wages at the time
one year before and one year after their ‘pair’ faced drives, and at the
time of the survey. The means for one year hefore show that establishments
that faced drives had slightly lower campensation than those that did not,
with plants that erded up with contracts having 2.9% lower pay than plants
that 4id not face an organizing drive. The post election period mears show
a differert pattern, with pay higher in plants that faced drives, as would
e expected given a direct union wage effect and potential threat effects on
plants facing drives. Colums 4 ard 5 present regression estimates of the
impact of organizing drive cutoomes on changes in wages using equation 1,
with the diverse factors described there held fixed. The calculations show
that workers in establishments that gained a contract had modest but
gtatistically significantly greater increases in pay than workers in comtrol
establistments, from .03 20 .04 In points. They also show that pay rose
slightly bt irsignificantly mere in plants where the union won the election
bt failed to gain a cortract than in the controls and rose scmewhat more in
establisiments whers the union lost the election, in this case by
statistically significant amourts from one pericd before to the current
pericd.! One possible irterpretation of the greater increase in wages in
establistments that faced drives than in the contyols is that they rzised
pay to deter furthur organizing efforts, as predicted by models of union
threat or spillover effects. Note also that the differentials between

establishments that faced ard 4id not face organizing drives rose from one
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year after the election to the time of the survey, suggesting greater direct
and spillover effects of unionism as time proceeds. In no case, however,
does the estimated union-induced premium

union wage estimates of 15 to 25 percent.

In addition to the calculations in the table, we also estimated several
other econametric specifications of equation 1. In one specification we
instrumented the base pericd campensation in equation 1 on the base period
campensation in a differemnt period.8 In another specification we weighted
abservations by mumbers of workers in an establishment. The results in all
these experiments corrcborated the findings reported in table 1.

paired comperisons

Table 2 presents cur estimates of the difference between changes in
campensation in establishments and their pair. Columns 1 ard 2 record the
mean of the differences between the 1n changes in compensation in an
establishment undergoing an organizing drive and in its pair over the
specified period. They confirm the greater increase in campensation in
establishments in which the union wins an election ard gains a contract
found in table 1; reveal slightly smaller changes in pay in establishments
in which unions win but fail to gain a contract than in their pairs; and
show modestly higher changes in campensation in establishments in which the
union loses the election than in their pairs. Finally, columns 3 and 4
record the regression coeffcients for the effects of the various organizing
outcames fram equation 2. In these calculations we amitted the constant
term frum the regression, so that the coefficients on the organizing drive
category variables reflect the difference in pay between establishments and

their pair in a given category (conditional on the year of the election ard
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the differential one year before the election). For establishments where
the union won a comtract the estimates show greater wage increases than in
their pairs fram one year prior to the current period but not from one year
prior to one year after; for establishments where unions won elections but
were wunable to gain contracts the estimates show neglible losses in pay
relative to the pair; while for establishments where the union lost the

lection, the regressions show increases in compensation relative to their
pair from one year before to the current period but not to one year after.
The primary difference between these results and those in table 1 is the
greater irdication that plants that faced organizing drives dbtained larger
wage gains as time proceeded. Still, the key finding remains: the estimated
undon effects on wages in newly organized plants fall short of those
cbtained from CPS ard other cross section data sets, irdicating that ore

cannot extrapolate those estimates to the margin of newly organized

workplaces.

Persornel Practices

In addition to obtaining wage argd benefits information from
establishments that faced organizirg drives and their campetitors, we also
asked whether flrme introduced, eliminated, or left wwhanged a diversse set
of persamel practices, ranging from fringe bernefits to seniority policies
to grievarce arpbitration to profit sharing. As the responses showed that
firms éither introduced or left unchanged all practices exoept for profit-
sharirg plans, which they sither eliminated or left unchanged, we coded the
variables as 0-1 didwtopies, with 0 reflecting the unchanged category arnd 1
reflecting a change for all practices save profit-sharing, where we used the

0 to reflect the decrease in profit-sharirg and 1 to reflect maintaining a
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plan. We used a logistic function to estimate the impact of the organizing
drive outcames:
(3} Pi=1/(1+ex - (aUli +bU2, + U3, +dd + )]

where P, is the probability of introducing/eliminating a practice; and
the categorical ard control variables are as before.

Table 3 presents cur analysis of the effect of the union organizing
drives on the four personnel practices that we found were impacted by new
unionisation. For each practice colums 1 and 2 record the prevalence of
the practice one year before and one year after the organizing drive; colum
3 gives the change in the prevalence of the practice while colum 4
contrasts the change between the organizing establishments and their paired
controls; finally, ocolumn 5 presents estimated logistic coefficients for
equation 3. Consistent with cross-section analyses of the effect of
unicnism on fringe benefits (Freeman, 1981), the results show that union
contracts significantly increase the prevalence of formal grievance
procedures, written seniority system for pramctions or layoff ard recalls,
and written posting of promotions — practices that are generally viewed as
part of the ‘industrial jurisprudence’ (Slichter, Healy and Livernash, 1960}
or ‘collective voice’ (Freeman and Medoff, 1984) face of unionism — while
reducing the prevalence of profit sharing plans. In addition to the
persomnel practices in table 3 we also examined the effect of new unionism
ori several other practices — written sickleave, fimeral leave, pensians,
military/jury duty pay — and fourd medest insignificant union impacts.

All told, we view the firding of significant union effects on
industrial jurisprudence/voice persomnel practices in the absence of large

wage effects as supporting the importance of the voice face of unionism.
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employment

The extent to which new unionisation is associated with reductions in
employment at the establishment level provides a potential check on our wage
and benefit findings and same insight into the issue of whether unions
negotiate moncpoly wage gains or efficient cormtracts. In general, extant
research has not found substantial union employment effects with industry or
state employment data, although employment has shifted away from unionised
sectors ard states. Orne interpretation of these aggregate results is that
losses of employmert associated with unionism may be balanced by gains to
competing nommion fimms. Another is that undons negotiate sufficient job
security provisions to produce efficient cortracts that do not reduce
employment below oompetitive levels. Another is that the research designs
fail %o capburse wnion employment effects that occurred when wnions first
established their wage premia.

The evidence from our survey, based on charges in establishmert
enploymert from the time of the NIRB election to the current pericd, present
a different picture of the relation between unionisation ard employment than
that foud in more aggregated data. As can be seen in colum 1 of table 4,
cur dava ghow that while emloyrent grew in control establistments, those
that faced orgpnizirng drives had either no increase in employment or had
reductions in aplovpant {(vhere unions won the election but could ot get a
oordract.  Columm 2 confirms this result with a regression analysis that
controls for region, whether workers are production workers or not, the year
the election was heid, e*a:ag

Wnile some may wish to interpret these results as indicating that new

unionisation and union organizing drives reduce employment from what it
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might otherwise be, we suggest caution due to the fact that employment
decreased most, absolutely and relatively, in establishments where the union
won the election but could not gain a comtract. Iftﬁ'ﬁm—irmzcedwaqegains
were the main factor behind the slower growth of employmertt in the
establishments that faced drives, changes in employment should have been
least where the unian gained contracts, not where they failed to gain
contracts: after all, table 1 showed that wages increased less rapidly in
the union wins, no contract category. It is possibility that our data are
picking up a relation between employment patterns amxd the locus of
organizing activity, rather than the effect of collective bargaining on
employment: firms experiencing drops in employment may have the types of
persornel problems that lead workers to seek union protection.
Unfortimately we lack employment figures over a langer pericd or cther data
to probe the observed relation. At the least, however, cur analysis shows
that establishment camparisons, unlike aggregate analyses, do show that
firms that were organized had slower employment growth than camparison
firms, which suggests that future amalysis of union employment effects focus
on newly organized establishments rather than aggregate data.
Section ITI E ic Prot 3 It |

To what extent can our results can be generalized beyond the samples
studied?  Given that we could not conduct a controlled randam assigrment
experiment, how applicable are our estimated modest wage effects for other
establishments in the 1980s? How important are the periocd, age, and vintage
effects described at the outset in explaining the difference between cur

results and the much larger wage estimates based on CPS type data sets?
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The question of whether cur findings can be generalized beyond the
sample relates to the potential selectivity bias in studying establishments
that faced organizing drives and their close campetitors. while it is
cammon to think of selectivity bias in estimating the union wage effect in
terms of the difference between the union premium corditional on the
cbserved union {ard nomnion) sample ard the differential that would result
from random organization of a set of workers or establishments, we do not
believe that this is the most useful way to pose the problem. What is
relevant is not what unicnization wmld do to & rardamly chosen
establistment but rather what it would do Lo establishments with a
reasonable chance of being unionized -— to firms close to the margin of
beirng orgenized rather than to the average nommion establishment. To the
extent that those ‘marginal’ firms more closely resemble the establishments
in our sample than the average norunion establishment, an estimate of what
undonism would do to a randomly selected firm would provide a mislesding
pichwe of the potential effects of new organization. What one wants io
e is rot what wniondsw will do to randomly chosen firms bt what it will
do to firms for vhen unionisation is a reasonsbly probable svent — that is,
the imact of uwniondsation on establishment wages weighted by the
probability of organization in the relevant pericd. In an erwirorment where
undeon orgeanizing is infrequent, we believe that cur sample of establishments
is 1ikely to offer a closer proxy to the desired weighted sample than 2
rardom oollection of firms. The selectivity problem, then, is not one of
coryecting for the nonyandkm nature of our sample but rather checking
whether thers are differences between the establisiments that faced drives

ard their campetitors that did not that might bias cur estimate of the
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impact of unicnisaticn. We examine the issue in two ways. First, we
estimate how well measured variables prior to the organizirg drive predict
which establishments face drives ard, corditional on the drive, how well
they predict the outcames. Secord, we add an inverse Mills correction based
ot the probability of facing a drive to our change in pay regressions ard
examine its impact on our estimates.

Table 5 surmarizes cur analysis of the impact of wages and benefits,
personnel practices, and other variables before the union organizing drive,
ard organizing outcames. Colum 1 gives maximuom likelihood estimates of a
logit equation that an establistment has an organizing drive. It shows that
wages and benefits do not significantly affect the probability of a drive,
ard that only seniority provisions and health coverage among personnel
practices have discernible impacts. The presence of seniority rules raises
the chance of a drive, possibly because workers in nosamion firms do not
feel that supervisors apply the rule fairly, while health coverage is also
associated with a higher prabability of an organizing drive, for no apparent
reason. Colums 2 and 3 summarise the results of similar analysis of the
chances that, corditional on an election, unions would win, and, conditional
o a win, that they would obtain a contract. Here, we employ a proporticral
hazards model (0;2;) = j (0) exp(Z;n), where 4 (0) is an arbitrary
unspecified base-line hazard function for conmtimucus 0, and ¢ is the evert
that an organizing campaign has taken place (lawless, 1982). In colum: 2
cnly one variable is significant, the presence of a written grievance
procedure, which reduces the likelihood of a undon win in an election. This
is consistent with evidence that ’‘positive’ labor relations reduces chances

of union victories. The ccefficients in colum 3 yield, by contrast, 1o
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significant impact for amy variable on the probability that a firm would
sign a contract. None of the calculations is sufficiently striking to
suggest seriocus selectivity bias problems in our earlier analysis.

Still, we sought to ‘correct’ our results for possible selectivity bias
by estimating a probit variant of the colum 1 eguation, calculating the
inverse Mills ratio, ard adding the term to cur wage regressions. As we did
not include the existence of personnel practices in the wage regression,
identification comes not only from the non-linear functional form bt also
fram the assumption that persomnel practices affect crganizing drives but
not. future wage increases. The inverse Mills term did not enter the
calcalations with a significant coefficient and had only sllight effects on
the estimated coefficients on organizing cateqori%.lo Hence, our major
firding -~ that the union wage effect is much smaller for newly unionized
firms than indicated by the standard cross-section estimates — is
unaffected by this econometric probe.

our results versus cross-section union wage geps

Accepting our estimates as correct, what might explain the difference
in magnitude between them and union/morunion wage differentials found in CPS
ard related surveys?

One possibility is that the difference reflects differences between
establishment~based and individual-based analyses, with establishment-based
estimates smaller because establishment data control better for workplace-
related wege differentials that are correlated with unionism than do
irdividual-based data. BAbsent a detailed investigation of union wage

effects from both individual and establishment sources, we are unable to
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assess the magnitude of this possibility, though we do believe that it is of
same potential importance in explaining cur results.

A secord possibility is that cur estimated union wage effects differ
from those in cross-section stidies because of the time pericd we have
covered., To assess this, consider the differential change in wnicn and
nominion wages in the mid 1980s as reported in Bureau of labor Statistics’
Employment Cost Index: these data show that fram 1983 to 1986 campensation

of union workers increased by 15.6% camparsad to 20.4% for nomunion workers,

1

reducing the union premium by perhaps 5 percentage pcin‘ts:.1 As this falls
short of the 15 to 20 percentage point differerntial between our estimated
.03-.04 1n point unicn wage effect ard cross-section union wage gaps, we
belisve that while period effects are important in explaining the
differences, they are not the wole story.

& third poseibility are cohort effects. As nothing in our analysis
of the factors that caused organizing drives nor of selectivity bias in wage
regressions indicated that the firms facing drives were markedly differerdt
than their cametitors, we do not believe cohort effects are that lnportant
in explaining our results. Perhaps union organizing in the 1580s was
motivated by the same wymeasured management treatment of workers that
industrial relatios studies found to have caused successful undonization in
other pericds of time (Rees,p.26) rather than by any special odwrt effect.

A fourth possibility is that age or first contract effects explain mxch
of the difference between cur estimstes of the impact of unionizaticn an
wages and those in CPS-type cross-section regressions. ¥hile we lack direct
evidence on this point, the corsistency of aur firdings with those on the

effects of teacher unionisation on newly orpnized school districts is
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certainly suggestive of first contract effects. The firding that new union
organization had substantial effects on non—wage working corditions but not
on wages ard benefits also seems to point in this direction. Absent data an
firture wage settlements in cur sample, however, we cannot determine the
magnitude of the first contract effect.
Conclusion

This paper has presented the results of a survey of 364 establishments
covering over 146,000 workers, same of wham faced union organizing drives
during the 1980s and same of wham did not face such drives. Our data shows
that firms that lost elections to unions and signed collective contracts
increased wages and benefits more rapidly than control firms but fell far
short of the gains needed to reach the 15%-25% union wage premium fourd in
cross-section studies. Our data alsc show that the nevwly organized workers
obtained substantial "voice" benefits such as grievance procedures and
seniority provisions, while experiencing declines in employment compared to
control firms. We hypothesize that the small wage effects that we found are
likely to reflect ‘pericd’ effects due to the econcmic envirorment of ‘the
1380s and ‘first contract’ effects due to the tendency of new unicn
organizations to use their bargaining power to enhance industrial democracy
and decision-making by rules rather than to raise wages ard may also reflect
differences in the estimated size of union wage premium between
establistment and individual worker data sets.
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Estimates from Qurrent Wage Developments from the BIS for Jamuary 1587
show that for the period 1981-1986 union wage rates grew an average of
4.4 per year while nommion wages increased an average of 5 percent per
year.
In virtually all models of union behavior increases in the elasticity
of the demard for labor reduces union wage gains.
Newly organized firms will encounter an additional "shock compensation
effect due to both higher direct labor costs (e.g. union wage premium)
and the indirect costs of a grievance procedure, written posting etc.
Therefore, the newly organized firm may experience an additional
reduction in employment relative to existing union establishments who
have borne these extra labor/personnel costs in previous pericds and
now face only increases in negotiated wages in the current rourd of
negotiations. More formally, we would expect that wno > wu where
wmisthewaqedxarqeinredlyorganizedestabljstmmstogreater
than W, where w, is the wage charnge in newly organized establishments.
The states in our sample that had NIRB election data included Arkansas,
Connecticut, Iowa, Kuisas, Maine, Massachusetts, Missouri, Nebraska,
New Hampshire, and Vermont.

In this case we called a random group of 80 nommion campanies that had
no NIRB elections, in the same industry and area that were in business

in the same year as the NIRB election campany. If the firm was no
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longer in business we asked a local campetitor whether the firm that

closed had a union present or had an NIRB election during the pericd of

interest. If the answer to both questions was no it was ocounted as

having closed for purposes of our cartrol study.
6. There are two different rationales for camtrolling for the initial wage
in these calculations, based on two different underlying structural models.
The first model is a regression to mean mcdel in which we assume that
establishments above or below the average wage terd to have increases that,
all else the same, bring them toward the mean. The secord model derives the
change equation from an equation relating the level of wages to the vector
of measured variables and an uncbservable. Then one cbtains changes in
wages by subtracting the level equation in an earlier periocd from the level
equation in t. If the uncbservable has the same effect over time, the
resultartt change equation does not contain the earlier periocd wage. If the
effect of the uncbservable changes over time, it does cortain the earlier
period wage as a right-hard side variable. In this case it is necessary to
do a bit of econametrics to obtain consistent estimates, as we report later
in footnote 7. See Freeman (193] .
7. For a smaller sample of 160 establishments we were also able to examine
wages three years prior to the election. Regressing real wages 3 years
prior on our dummy variables for organizing category ard controls yielded
r};e following estimates (standard errors) of the relation between future
organizing activity and those wages: union wins election ard qains contract:
-.01{.02); union wins election but does not gain contract: .04(.03); union
loses election: -.00{.01}. Hence, there appears to be no strong relation

between wages three years earlier and organizing ocutcomes.
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8. Specifically, we regressed the wage level one year before the drive on
the wage level three years before and the other variables in the equation
and used the predicted value as the control for wage level in the regression
for changes in wages from ocne year before to one year after, This allows
for the possibility that the lagged wage term will be correlated with the
residual in the change equation, as implied by the second model described in
footnote 6. The instrumenting eliminates this potential source of bias.
9. We also campared charges in employment in firms that faced organizing
drives with the charges in their pairs. Due to the number of firms that did
not report employment there were just 62 such cbservations, making the
results suspect. Still, these calculations showed a pattern similar to that
in table 5, with plants in which unions won a contract experiencing losses
of employment relative to their pair, and those in which unions won an
election but could not gain a contract also showing relative declines in
employment., Only the group in which unions lost the election did rot show
such a pattemn.
10. In particular, for the regression of change in wages one year prior to
the drive to the current period, the estimated impacts (standard errors) of
organizing categories was: union wins contract, .031 (.027); union wins
election but fails to gain cantract. .00(.03); union loses election,
.04(.02).
11. These changes are from Dec 1982 to Dec 1986. Union campensation rose
more rapidly than nomnion compensation prior to 1983, See U.S. Bureau of
Labor Statistics, News, Employment Cost Index, Quarterly.



TABLE 1:

Estimates of the Impact of Organizing Activity

on Establishment

Category & No.
of Establish-

Levels in
Dollars

Wage & Benefit
1377 Constant

Wages and Benefits

Regression Coef-
ficients for 1ln
in 1977 Constant

ments. (M) {Standard Deviation} Dollar Wages
1 yr be- 1 yr be-
1 year 1 year at the fore to 1 fore to
before after time of yr after the time
election election - survey election of survey
(1} (2 (3; {4} (5}
$ 49 S 5.47 .03 .04
823 (1.72} (.01} £.01}
H = 21 % 5.56 5 5.39 $ 5.50 0% .02
{1.91} (2.14} {2.15} .02} (.02}
H o= B2 $ 5.7% $ - 5.72 $ 5.82 .01 03
{1.78% (1.70% (1.73; {.01; (.01}
H o= 109 3 5.61 % 5.46 $ 5.Z6 - -
{1.80) {1.71% (1.667
r- - - - .18 .24

o]
o
Iag i

oo
(ORI e

rho 0

0
B
d



TABLE 2:

Estimates of Differences in Change of Log
Real Wages for an Establishment from its Pair

Changes in 1ln wages and Regression Coefficient for
benefits in establishments impact of organizing outcomes
facing organizing drives on log change in wages and
minus changes in its pair benefits relative to its pair
1 yr 1 vyr 1 yr prior 1 yr prior
prior after to 1 yr after to current
(1) (2) (3) (4)
Contract .02 .04 .00 .07
(.01) (.03)
No Contract -.01 -.01 -.04 -.01
{.02) {.03)
Loses Election .03 .04 -.00 .04
{.01) (.01)
Notes: Standard errors are in parentheses.

The sample size for
establishments.
Regressions include

ferences in wages

calculations is 62 pairs or 124

controls for region and the dif-
one yzar before the election.



TABLE 3:
Estimates of the Impact of Organizing
Activity on Personnel Practices

Personnel Logit Coeff.
practices Presence of Practice 2N in for impact
& organ- 1 year 1 year PANS practice of organiz-
izing before after practice vs. A\ ing activity
activity election election [2=1} in pair on practice
{1} (23 {3} (4} (51
.38 .86 .42 .35 3.09
(.58}
No Contract 46 .64 18 -.06 .62
(.90}
Loses Elec. .49 €6 L17 .12 1.01
(.51}
.43 p 0B —— ——
42 TG .28 .23 1.74
{.62}
.25 At .32 .15 1.64
(.71}
Loses Elec. .53 10 OB .38
.60}
No Drive .31 .36 025 - o
4G .68 25 24 1.32
{.52}
51 .75 14 ~.132 -, 75
{1.10}
loses Elec, .B7 .76 09 =.03% .05
{.50}
Ho Drive 4G 57 .08 - -
PROFIT SHARING
Contract .36 .24 -.1Z =-. 2% ~1.60
(1.80}
Ho Contract .B7 BB 211 .Ce ~-.92
(1,103
Loses Elec. .55 .63 .58 02 ~.66
(.53}
Ho Drive 43 .51 .08 - -
Hotes:

for vear of
on worKers or not.



TABLE 4:
Estimates of the Impact of Union Activity
on Establishment Employment Change

Mean A\ in 1ln Employ- Regression coefficients
ment: date of elec- for 1n /\ in employment:
tion to date of survey date of election to current

Category (#

of estab- (1) (2)

lishments)

Contract -.00 -.09

N = 48 {.04)

No Contract -.08 -.13

N = 15 {.04)

Loses Election .01 -.06

N = 119 .03

No Drive .07 -

N = 118

Notes: Standard errors in parentheses.
Regressions include controls for region (Boston or K.C.)
wage levels on year before the election, occupation, and
year in which the election was held.
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TABLE 5:
Maximum Likelihood Estimates
of Organizing Category Outcomes

Having an Organ- Losing to Signing a
Drive Union Contract
(1) {2} (3)
Logistic Hazard Hazard
Variable Coefficient Coefficient Coefficient
Prior Grievance -.27 -.67 .63
(.37} (.37} (2.433
Prior Seniority .82 .22 ~.71
{.34} {.36% (.87}
Prior A1l Health 54 .50C -1.23
(.20} (.41 (3.25}
Wage 1 vear pri- -.11 .19 -1.14
or to election .16} .19} (1.73}
a parentheses.
1 de controls for written posting or
promotic opo vies, sion plan, zeiscaticn ag—
sisg ce, severance pay, funeral leave, military or
iury duty, for region, and for whether workers vwere
production or not.






