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Few explanations of the changing employment structures of industrialised
countries have omitted some reference to the role of trade unions. For some
commentators, it is the unions’ ability to raise wages above their ‘natural
market level’ that constitutes a brake on employment growth by increasing
the employer’s costs and making product prices-uncompetitive. For others, it
is the unions’ power to impose uneconomic working practices upon manage-
ment that leads to decline or lack of growth of the organisation [for a
discussion see Freeman and Medoff (1984), Mayhew (1983)]. Empirical
testing of these and other lines of explanation has been hampered in Britain
by lack of suitable datasets. While employment data are detailed and widely
available, systematic and reliable information on the extent of trade union
influence has been restricted to reported membership levels for broad
industry groups [see, for example, Bain and Price (1983), Pencavel (1974)],
the ‘coverage’ of collective bargaining derived from earnings surveys [see, for
example, Mulvey (1976), Layard, Metcalf and Nickell (1978)] and the extent
and frequency of strike action [see, for example, Smith et al. (1978)].

The availability of a new series of nationally representative surveys at the
establishment level has enabled us to obtain new insights into the relation-
ship between changes in employment and trade union organisation at the
point where such relationships arguably occur — the place of work.! The

*We wish to thank Andrew Oswald, David Metcalf and Richard Freeman for helpful
comments and suggestions and Mario Garrett for computing assistance. Errors are ours. Views
expressed are those of the authors and do not represent those of the Department of
Employment, the Economic and Social Research Council, the Policy Studies Institute or the
Advisory, Conciliation and Arbitration Service, all of whom sponsored the surveys.

!Certain strategic decisions about employment are undeniably made at the headquarters level
of multi-establishment enterprises, particularly regarding the closure of existing sites and the
opening of new ones. Such decisions are infrequent and account for only a small proportion of
job changes compared with the numerous and frequent changes made by existing establishments.
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Workplace Industrial Relations Surveys conducted in 1980 and 1984 (WIRS1
and WIRS2 respectively) provide information from a representative sample of
establishments in virtually all sectors of the British economy. Daniel and
Millward (1983) and Millward and Stevens (1986) give an overview of the
results, plus the technical details of the surveys.

Table 1 shows the results of classifying the WIRS1 sample of establish-
ments into five categories of employment change according to their size and
broad industrial sector at the time of the survey, for the period 1975-1980.
These tabulations show quite wide variations in employment numbers over
the five-year period, with 16 per cent of establishments having shrunk by 20
per cent or more and 27 per cent having expanded by 20 per cent or more. It
is noticeable that larger establishments showed greater declines in employ-
ment than their smaller counterparts. The relative stability of employment in
establishments in the public sector is also evident.

Equivalent results from the WIRS2 survey, with an alteration in the
change period from five to four years, are shown in table 2. It shows a
broadly similar pattern of change with respect to establishment size as was
observed for the period 1975-1980, but somewhat different experiences
between the broad sectors of the economy. The amount of employment
change in private manufacturing is particularly striking compared with other
sectors. A third of establishments in that sector had contracted by 20 per
cent or more; again these were generally large establishments. In contrast, a
quarter had expanded by at least 20 per cent.

Table 3 shows the result of aggregating the number of employees, rather
than the number of establishments, for the four broad sectors, taking account
of the fact that the greatest declines in employment occurred in the largest
establishments. First, it is apparent that a higher proportion of individuals
were employed in public sector establishments with at least 25 employees in
1984 than was the case in 1980. Secondly, total employment in all establish-
ments declined by 3 per cent from 1975 to 1980 and by 10 per cent over the
subsequent and shorter period, 1980-1984. Thirdly, employment decline was
especially pronounced in private manufacturing and the nationalised indus-
tries over both time periods.

The main question this paper sets out to answer is whether or not the
decline in employment identified above can be attributed to trade unions. If
not, what are its principal determinants?

One of the great strengths of the surveys is that they contain a wide
variety of measures of trade union organisation. Using managers’ reports we
have classified workplaces into three categories: ‘non-union’ (those without
trade unions recognised for purposes of collective bargaining over pay and
conditions, whether there were members present or not); ‘weak union’ (those
with recognised unions but no ‘closed shop’ arrangement); and ‘strong union’
(those with a closed shop arrangement for at least some groups of workers).
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Table 3
Percentage change in total employment, 1975-1984.

Distribution Employment Distribution Employment
of employment  change of employment change
in 1980 1975-1980 in 1984 1980-1984
% %) %) (VA
All establishments 100 -3 100 -10
Private sector 64 -4 56 -13
Private manufacturing 38 -9 27 -19
Private services 26 +6 29 -4
Public sector 36 -2 44 -6
Nationalised industries 6 —15 8 —11
Public services 30 +2 36 -5

Base: Establishments where 1975/1980 employment size reported.
Source:  1980/1984 Workplace Industrial Relations Survey.

Tables 4a and 4b indicate an inverse relationship between the strength of
trade union organisation and employment growth and especially so in the
private sector. In the period 1980 to 1984 (see table 4b) this association was
particularly strong.

To what extent can this association be explained by any differences in the
economic conditions in the unionised and non-unionised parts of the private
sector? Tables Sa and 5b show the cross-tabulation of employment change
over the two time periods with the manager’s assessment of the trend in
demand for the establishment’s main product or service over the preceding
year. Both tables show the expected correlation between product demand
and employment change. Again the correlation is stronger for the 1980-1984
period when competitive pressures in the British economy were particularly
intense.

To determine whether the link between unions and employment contrac-
tion persists if we control for product demand conditions we turn to multiple
regression analysis, taking the natural logarithm of employment in the year
of the two surveys as our dependent variable. We do not attempt to present
a fully specified model -~ work on such a model is ongoing — rather, we report
a set of results that give the general tenor of this work.

In Table 6 we report a series of regressions using both WIRS1 (columns 1
to 4) and WIRS2 data (columns 5 to 8) which, because of the size of the
coefficient on the lagged dependent variable, are best interpreted as employ-
ment growth equations. In egs. 1 and 5 we include both ‘weak’ and ‘strong’
union dummy variables along with a constant and a five year lag on
employment in the former case and a four year lag in the latter. In both
instances we observe significant coefficients of around —0.07 on the two
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union variables, which are not significantly different from one another. The
addition of a one year lag on employment in eqs. 2 and 6 is sufficient to
remove the union effects; it is establishment size that is the dominant
influence. The coefficients of the union variables remain insignificant even
when we control for the state of the product market by the addition of a set
of industry dummies. A similar conclusion can be drawn when we replace the
industry dummies with two dummy variables which explicitly represent
product demand conditions.?

Other analyses of these same datasets have shown effects of trade unions
on variables other than employment. ‘Strong’ unions attract a wage premium
for manual workers of around 7 per cent [see Blanchflower (1986), Blanch-
flower and Oswald (1987), Blanchflower, Oswald and Garrett (1987), Stewart
(1987)]. In addition, trade unions have significant representational functions
in many aspects of workplace behavior.® However, contrary to expectations,
we find no strong statistical evidence from these two large datasets of an
association between employment change and trade union presence, whether
in ‘weak’ or ‘strong’ forms, in the private sector after controlling for other
significant influences.*

2Clearly, there is a difficulty here because the two demand variables are potentially
endogenous. The existence of unions raises the price of labour (the wage), thereby increasing the
price of the product and consequently reducing product demand. However, it is difficult to sce
how the same argument could be applied to the industry dummies, which are included as
alternative indicators of the state of industry product markets.

3For analysis of the role of trade unions in the introduction of new technology using WIRS2
data see Daniel (1987). Millward and Stevens (1986) shows the extent of trade union
involvement in, inter alia, consultation and communication, health and safety, discipline and
grievance procedures, recruitment, selection for redundancy and a number of bargaining issues
besides pay.

4This result applies to establishments that had been in existence for some years. The ‘births’ of
establishments may well be connected with potential unionisation. A foreign employer, for
example, may not open a factory in a country because of the possibility of the workforce
subsequently becoming unionised. It is hard to see how this could be formally tested. On the
other hand, establishment closures might be located disproportionately in the unionised sector.
On this issue we intend to undertake further analysis of the smaller panel datasets available
from the WIRS series.
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