The Effects of Trade Unions on the Labour Market
[image: http://www.milkround.com/media/1043.gif]

You are a team of economists briefed to assemble the latest publication called; Labour Market Trends. In this publication you are to analyse and evaluate trends over the last few years concerning trade unions and speculate about future trends in the UK.

· You are to firstly analyse and discuss the data and information you have been provided with.

· You are to present the data and analysis as clearly and as attractively as possible, as once you have completed your analysis you are to brief the labour minister on your findings. Visual presentations will please the labour minister greatly.

· Once you have finished your analysis, you will present your visual presentations to the labour minister, which will include a prediction of future trends.

· The data you are provided with by your secretary follows on the next few pages.
Holistically you are to produce an executive summary discussing from your findings whether you feel the power of trade unions has declined or got stronger. If so why? What factors have influenced this or may in the future?
[image: ]Average Union Wage Mark Up for UK Employees
A measure of the success of unions in achieving higher wages for their members is the union mark up. This is the percentage by which the wages of union’s members exceed those of non-union workers doing the same or comparable work.
[image: ]Union Membership in the Public and Private Sectors of the UK Economy
Trade Union Membership and Density
[image: ]Trade union density is defined as the percentage of employees who are members of trade unions.
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Figure 5.3 Union membership in the private and public sectors of the economy

Government policy on trade unions

Conservative government 1979-97

During the 1980s one of the government’s key supply side policies was reducing the power of
trade unions, which was viewed as a major obstacle to labour flexibility (see Unit 10) with
regard to wages and working conditions. In particular, unions are likely to resist any downward
movement in wages, preventing wages from serving as a signal to allocate labour resources in
the most efficient manner.

Policy initiatives designed to decrease the power of trade unions included the following:

+ Secondary picketing, the practice of outsiders helping on a picket line was outlawed.
Workers can now only picket at their own place of work.

- A secret ballot of workers must be held before lawful strike action can begin.

- Closed shop agreements (which affected around 5 million British employees in 1970) are
now unlawful, although informal pressures on employees to join certain unions doubtless
still remain.

Among the outcomes of such measures were:

« Areduction in union membership.

« A reduction in the extent to which unions could raise wages to above competitive levels
(i.e. a reduction in the union mark-up).

- Fewer industrial disputes.
A glance at Figure 5.4 is sufficient to confirm that a trend towards declining union membership is

apparent from 1980 onwards. This is accompanied by a decline in union density, confirmed for
1989 onwards in Figure 5.5.

Labour Markets

Figure 5.4 Union membership

Figure 5.5 Union density (Great Britain)

Union density for Union density for
employees (per cent) employees (per cent)

1989 39.0 1998 29.8

1990 38.1 1999 29.7

1991 37.5 2000 29.6

1992 36.2 2001 29.0

1993 35.5 2002 28.9

1994 34.0 2003 29.1

1995 325 2004 28.0

1996 31.5 2005 29.0

1997 30.4 2006 25.8

Source: Labour Force Survey, Office for National Statistics, Autumn figures

The number of industrial disputes also fell sharply. The Employment Gazette reported that on
average 660,000 working days were lost per year during the 1990s. This contrasts with a peak
of 14,077,000 between 1970 and 1974.

Figure 5.6 shows that the number of stoppages fell during the 1980s and was at a low level from
the 1990s onwards.

However, it would be rash to attribute reductions in disputes, union membership and any
consequent decline in the bargaining power of trade unions entirely to anti-union legislation.
Other possible explanations include:

P The restructuring of the economy that has taken place in recent years. This has seen the
decline of heavy industry and manufacturing where unions were strong and replacement by
the service sector. Labour tends to be more dispersed in the service sector, with fewer
concentrations of employees working for the same company and in the same place. This can
make union activity difficult to organise. The increasing prevalence of part-time work is also
likely to lead to a decline in union activity. Union density tends to be much lower amongst
part-time workers than full-time.

P Increasing product market pressures. Needing to remain competitive in an environment in
which consumers appear increasingly price sensitive, firms have had to strive hard to keep
costs down and may thus be less likely to give in to union demands.

Labour Markets k)





