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De-Unionization and Macro Performance:
What Freeman and Medoff Didn't Do

DANIEL J.B. MITCHELL and CHRISTOPHER L. ERICKSON
University o/California, Los Angeles, CA 90095

Most, if not all, unions have monopoly power, which they can use to raise wages
above competitive levels.
-Freeman and Medoff (1984: 6)

The inequality of bargaining power between employees who do not possess full
freedom of association or actual liberty of contract and employers who are orga-
nized in the corporate or other forms of ownership association substantially bur-
dens and affects the flow of commerce, and tends to aggravate recurrent business
depressions, by depressing wage rates and the purchasing power of wage earners
in industry and by preventing the stabilization of competitive wage rates and work-

ing conditions within and between industries.
-Preamble to the Wagner Act of 1935

I. Introduction
Freeman and Medoff's seminal book, What Do Unions Do?, covered the gamut of
research on collective bargaining and its economic impact with one major exception.
It had little to say about the macroeconomic impacts of unions. Of course, no book
can cover everything, and judgments must be made a!Jout what issues are most criti-
cal. Moreover, the decision to downplay the macro side in a book that was published
in the mid-1980s is understandable, although unfortunate in hindsight for reasons

described below.

By the early 1980s, union representation in the private sector had been slipping
relative to the size of the U.S. work force for almost three decades. Gradual relative
erosion had turned into dramatic absolute declines in union representation during the
years immediately preceding the book's appearance. And concession bargainmg was
in full swing in the union sector -with freezes and cuts in nominal wages and ben-
efits in many industries. Looking to the future, observers could see little sign of a

union turnaround.
The political climate was unfriendly to unions in the 1980s. And product mar-

kets in sectors with relatively high union concentrations were reeling from such di-
verse forces as deregulation, an appreciating dollar, low-wage competition from abroad,
etc. At the same time, union organizing, as measured, for example, by the number of
NLRB representation elections, had fallen sharply. It was hard to conceive of unions
having an influence much beyond their immediate declining sector.
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