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Summary

If individuals join a trade union their utility should increase. Therefore, union members can be
expected to exhibit higher job satisfaction than comparable non-members. This expectation is
not consistent with empirical findings. The evidence sometimes indicates that union members
have lower job satisfaction, but overall suggests the absence of a robust correlation. This survey
discusses empirically relevant determinants of the relationship between trade union
membership and job satisfaction. It distinguishes settings in which a trade union provides public
goods from those in which it restricts the provision of benefits to its members. Furthermore, the
survey summarizes the empirical evidence and indicates possible future research issues.
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1. Introduction

The use of job satisfaction as an "economic variable" (Freeman 1978) is a recent phenomenon
in comparison to the utilization of such information in other disciplines. Almost from the

start, research by economists on job satisfaction as an outcome variable has also considered an
employee's membership in a trade union as a determinant. The a priori expectation was that
union members exhibit greater well-being and state a higher level of job satisfaction than non-
members. However, many early empirical analyses did not confirm this anticipation. On the
contrary, a negative correlation was often reported. This is undoubtedly one of the reasons
why the relationship between trade union membership and job satisfaction has been studied

intensively in recent years.

The present contribution develops the theoretical rationale for expecting a positive impact of
trade union membership on an employee's well-being and reported job satisfaction, describes
the main challenges facing empirical investigations of this relationship and summarizes the

central empirical findings. Moreover, it indicates possible topics for future research.

2. Theoretical Considerations
2.1 Analytical Framework
Setting

Suppose the well-being of an employed individual and its determinants can be described an
expected utility function U. It depends positively on the expected utility from work, denoted
by u, and negatively on the disutility from working, labeled v. Besides, an individual obtains
utility because of activities not related to work, which is designated by A. Hence, expected

utility is:
U =U(uv,A) €Y

In a simple labor supply framework, sub-utility u varies with disposable income and v with
hours of work. Individual utility maximization then yields an indirect utility function, which,
for example, varies with wages, tax rates, and possibly working conditions. Since this survey
focuses on the union membership decision, both expected utility from work, u, and disutility,
v, are specified somewhat more generally than a standard labor economics textbook usually

does.



In particular, a trade union may provide a public good, W, which all employees can consume,
irrespective of whether they belong to the union or not. This public good enhances the
expected utility from work, u. The most prominent example is pay if bargaining outcomes are
not restricted to union members. Other instances of public goods may be working hours,

working conditions, or labor legislation.

In addition, a trade union can provide club goods to its members, denoted by w", where the
superscript u indicates union membership. Well-established examples of such club goods,
which by definition are not rival in consumption, are wages in case of a closed shop and strike
pay. Non-members, indicated by the superscript n, may also consume these goods, but at a
different level, w™, since they do not obtain the union membership wage premium or have to
rely on private strike insurance. Further examples of club goods could be legal advice in case
of conflict with the employer or financial support in times of unemployment. The expected
utility from work, u, increases with the quantities of the public good and the club goods

consumed. That is, the partial derivatives du/ 0w := uyy, Uyu, and u,,n are positive.

A union can also provide its members with a private good. Examples are work-related
insurance contracts, possibly at reduced prices, training opportunities, legal support in job-
related affairs, and advice relating to career issues. Since this chapter deals with differences
between union members and non-members, while distinctions between members play no
decisive role, it focuses on the club good and the public good perspective. Furthermore, most

arguments elaborated upon below on club goods also apply to private goods.

The disutility from work, v, depends positively on costs ¢!, i =u, n (vei > 0). The costs, cl,
can include the loss of leisure due to working hours or commuting time, describe commuting
expenses, adverse working conditions, or health hazards associated with the job. The costs c"
and c” can differ between union members and non-members, for example, because their jobs
do not have the same working conditions, union members and non-members are treated
differently by supervisors, and union members pay membership fees. These fees can
substantially influence membership decisions, as the study of tax subsidies for them
demonstrates (Barth et al. 2020). In the absence of any other differences in the disutility from

work, the payment of membership fees implies that c* > ¢™ and v(c") > v(c™) hold.

Finally, the utility from non-work, Al, can also vary with union membership. Examples of
goods, which are not related to work but affect the utility of union members and non-members
differently are commodities, such as package holidays, media, clothing, or household

appliances, which union members can purchase at lower prices than non-members. This will
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be feasible if trade unions obtain quantity discounts when bargaining corresponding contracts
with suppliers. Union membership may also provide direct intrinsic utility because employees
contribute to the political and economic objectives of trade unions (Ebbinghaus et al. 2011).
Furthermore, trade union membership can award a reputational payoff beyond the workplace,
which varies with the number of members (Booth 1985; Corneo 1995; Goerke and
Pannenberg 2004). This reputation effect can also describe the utility from non-work, Al,

which varies with the membership status.

If all components of well-being or utility are, for the sake of notational convenience presumed

to be additive, the expected utility of an employed individual, U, can be expressed as:
Ul = u(w!, W) —v(cl) + Al @)

In a utility maximization or rational choice framework, an individual will be a member of a
trade union if U" > U™ holds, that is, if the expected gain from membership, given by
u(w", W) + A" — (u(w", W) + A™), exceeds the expected costs, defined by v(c") — v(c™).

Refinements

Approaches that analyze union membership in a setting such as the one depicted above,
usually incorporate the possibility that individuals may not have a job at the union wage (see,
for example, Farber 1986; Booth 1984; Booth and Chatterji 1995; Moreton 1998; Goerke and
Pannenberg 2004). Denoting the probability of being employed by p!, 0 < p! < I, and the
utility of not having a job by U!, becoming a union member raises expected utility if p*UY +
(1 —pH)UY > p™U™ + (1 — p™)U™ holds. Therefore, the impact of unions on the employment
probability can be ignored when analyzing the membership decision if this probability is the
same for members and non-members (p* = p"). Otherwise, U' can be re-interpreted as
including the employment probability and the utility level, U!, from non-work. Moreover, this
utility level is usually assumed to be the same for members and non-members (UY = U™). In

consequence, the decision about union membership refers to a comparison of U" and U".

Other approaches interpret union membership as the interaction of supply and demand
decisions (see Schnabel 2003). Our analysis focuses on individual demand choices and,
hence, does not incorporate equilibrium repercussions, which could be integrated if,
additionally, the supply side were taken into account. As long as individual behavior does not
alter U" and U™ via equilibrium adjustments, the neglect of the supply side of union

membership does not affect the present investigation.



Job Satisfaction

If there is a monotone relationship between the utility resulting from the job, u — v, and job
satisfaction, the latter represents a suitable empirical proxy for u — v (see Hamermesh (1977,
2001), Clark and Oswald (1996), and Frey and Stutzer (2002), for according statements,
mostly relating to life satisfaction and utility). In consequence, individuals who join a trade
union, because this increases utility, should exhibit a higher level of stated job satisfaction
than they would declare if the individuals abstained from membership or from working in a
unionized firm. This conclusion assumes that the impact of work-related utility, u - v,
dominates any effect on union membership via Al because this utility component is not related
to work. While this line of argument is seldom spelled out explicitly, it usually guides the
interpretation of empirical results. If the line of reasoning extends to life satisfaction, one

would also expect a union member to state a higher level of life satisfaction.

It is often argued that job satisfaction does not only depend on the evaluation of payoffs or
rewards, but also on their relation to expectations or values (Berger et al. 1983; Hamermesh
2001). Such a benchmark may vary with the union membership status. In terms of the
framework sketched above, this additional component can be integrated by assuming that an
individual benefits from trade union membership if U% — RY > U™ — R™ holds, where R!
defines the expectation or benchmark. Unless, therefore, union members systematically
expect work to generate different utility levels than non-members, the argument sketched in

this section remains unaffected.

2.2 Members versus Non-Members

Empirical analyses based on non-experimental data cannot compare job satisfaction of a trade
union member with the hypothetical satisfaction level had this individual not been a member,
or the utility of a non-member with the level of well-being had this individual joined the
union. However, such a comparison is the basis for the intrapersonal utility comparison
outlined above. Instead, empirical investigations mostly contrast different individuals, some
of whom belong to a trade union, while others are no members. Sometimes also the same
individual is looked at over a longer time span, and changes in an individual's union

membership status are associated with variations in job satisfaction.

If utility is not interpersonally comparable, as is usually presumed, comparisons of individuals

are not necessarily informative about the association between trade union membership and job
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satisfaction. To illustrate, suppose there are two individuals j and k. Individual j has a utility
function U]-i = a[u(wi,W) — Bv(ci)] + Al o,B>0and o, p# 1, whereas a =p =1 for
individual k. Suppose, further, that A* = A™ = A, v(c") > v(c"), and that individual k is a
union member, implying that Uy = u(w", W) —v(c") + A > u(w", W) —v(c™) + A = Uy
holds. If, additionally, the disutility from work if being a member is higher for individual j
than for k, that is, if B sufficiently exceeds a value of unity, individual j will abstain from
membership for u(w", W) — Bv(c") < u(w", W) — Bv(c™). Nonetheless, the utility level of
individual j may be higher than that of k, namely if a exceeds unity by enough. Hence, in a
cross-sectional sample of employees, a greater observed utility of non-members and utility
maximization can co-exist if members and non-members differ systematically in personal
characteristics, which affect preferences. Therefore, it is feasible that individuals with lower
stated utility from the job, u — v, sort themselves into union membership because they value
the costs of membership, as captured by v(c") — v(c"), relatively less than other individuals
for whom the costs equal B(v(c") — v(c™)), B> 1, and are, thus, greater. However,
preference-based sorting may also result in a positive relationship between job satisfaction

and union membership, namely if the parameters o and f are substantially less than one.

A similar line of reasoning as for systematic differences in preferences can apply to job
satisfaction stated in surveys. If individuals 'translate' utility differently into job satisfaction,
union members may derive a utility gain from joining the trade union, while their declared job
satisfaction is lower than that of non-members. Hence, there may be sorting into union
membership along the stated degree of satisfaction, though not necessarily based on

differences in utility. For simplicity, this possibility is referred to as satisfaction-based sorting.

In empirical analyses, preference- or satisfaction-based sorting can, first, be accommodated
by using panel data and identifying the effects of union membership using the information on
individuals who change membership, preferably due to an exogenous event. Also, comparing
the findings from pooled cross-section and fixed-effects estimates for the same sample can be
insightful. If preferences for wages and working conditions are constant over time, cross-
section estimates of job satisfaction will capture the impact of sorting and of utility changes,
whereas the fixed-effects specification would isolate the latter. Second, if union members
have systematically different preferences or degrees of job satisfaction than non-members,
one could examine the relationship between job satisfaction and various characteristics of the
job, such as wages, hours, or working conditions. If, for example, union members were paid

better than non-members, but declared a lower satisfaction with pay, this would support a



preference- or satisfaction-based sorting process. One could also look at indicators such as life
satisfaction to ascertain whether non-members generally state different levels of satisfaction,
as described by the parameter . Third, empirical analyses can attempt to incorporate
variables that indirectly measure whether stated preferences differ with the union membership
status. If, for example, union members are more risk-averse (Goerke and Pannenberg 2012)
and have stronger preferences for stable jobs than non-members, this may also be reflected in
the evaluation of a job. Hence, indicators of risk attitude and of personality traits, such as
openness to experience, could be correlated with the parameter a and, hence, may be included

into empirical analyses.

2.3 Trade Union Membership as Club Good

Numerous contributions analyzing the effects of trade unions on job satisfaction equate
unionism, that is, collective bargaining coverage, and an individual's membership in a trade
union (see Freeman (1978), Borjas (1979), Berger et al. (1983), for early instances and
Javdani and Krauth (2020) for a more recent example). This is the case because membership
in a trade union often is a prerequisite for working in a covered establishment. Collectively
bargained benefits may also be restricted to members and not be provided to non-union
employees by, for example, stipulating that particular fringe benefits are only handed out to

signatories of the collective bargaining agreement.

To facilitate the subsequent exposition, suppose that joining a trade union raises the wage or
the level of fringe benefits only for members, implying that w" > w" holds, and that
membership also involves costs, for example, due to membership fees, resulting in c* > c".
In the absence of a public good and non-work-related components of utility (W, Al = 0), an

individual will join a trade union and choose to work in a unionized firm if
u(w") —v(c") > u(w™) —v(c") 3)

holds. Given this inequality and ignoring differences in preferences or stated satisfaction
levels as discussed in Section 2.2, job satisfaction for an individual who belongs to a trade

union should be higher than for a non-member.



Compensatory Effects

If a trade union raises wages without a concomitant increase in labor productivity, a firm's
unit labor cost will increase. Because collective bargaining agreements cannot regulate all
working conditions, firms may respond to the cost increase, which arises since they 'pay’ for
union-provided public goods, by downgrading working conditions or other determinants of
job satisfaction at their disposition (Borjas 1979; Hersch and Stone 1990; Renaud 2002). Such
adverse compensations can be interpreted as costs of union membership, which, ceteris
paribus, reduce job satisfaction. Nonetheless, the inequality in (3) should still be observed

because employees could leave the union.

The above considerations point towards important consequences for empirical work. Job
satisfaction is strongly affected by the employee's income. Therefore, the wage or some other
measure of income is usually included as a control variable in estimating equations. If such
approach perfectly mirrors the difference in job satisfaction due to wage disparities, the utility
gap in (3) no longer depends on the wage, but becomes negative on account of the costs of

membership, that is,
u(w) —v(c") <u(w) —v(c") 4)

holds. Hence, if there are costs of membership, which empirical analyses do not properly
account for, membership can be negatively correlated with stated job satisfaction, although

job satisfaction rises.

This argument can easily be generalized: If empirical studies systematically omit either some
benefits or costs associated with union membership the observed relationship between
membership and job satisfaction does not depict the optimizing behavior of individuals.
Therefore, empirical investigations may be able to shed additional light on the relationship by
stepwise inclusion of indicators of benefits and costs of union membership. Because such
indicators are unlikely to be perfect measures of the benefits and costs, the proposed
coefficient test may fruitfully be complemented by a balancing test, that is, by regressing

indicators of the benefits and costs on union membership itself (see, Pei et al. 2019).

Moreover, the analysis of different facets of job satisfaction can be informative. This will be
the case if questions on particular aspects of the job, such as on pay, hours of work, work
content, working conditions or job security are likely to reflect either the expected work-

related benefits from membership, as captured by u(w") — u(w™) , or the costs of



membership v(c") — v(c™). These benefits and costs are likely to vary across industries,

industrial relations systems and over time.

Exit-Voice Perspective

Thus far, the interpretation of the club good provided by trade unions has focused on the
unions' monopoly face, i. e. the ability to raise wages. Freeman and Medoff (1984) emphasize
a second face, namely collective voice activities. This perspective relies on a specific
interpretation of the exit-voice approach originating from Hirschman (1970, 1974). If
employees are dissatisfied with working conditions, they can either attempt to improve them
('voice') or decide to leave the firm (‘exit'). Enhancing working conditions requires to voice
discontent and carries the danger of adverse responses by management. If union members are
better protected against reprisals by employers, such as wage cuts, demotions, or dismissals,
their costs of demanding improvements in working conditions are lower than of non-
members. In addition, better working conditions often constitute a public good. This is
because the entire workforce shares the gains from the improvements. Thus, unions can help
to overcome the inefficiently low extent of voice activities. If this perspective is adequate,
union members have fewer incentives to leave the firm, and tenure is predicted to be higher
than of non-members. Moreover, the argument suggests that union members exhibit greater
job satisfaction because they have better working conditions. If, however, the voice
mechanism induces less satisfied union members to stay in the firm, they represent a selection
of employees who exhibit lower job satisfaction. This feature generates a link between the

satisfaction-based sorting explanation and the exit-voice approach (Freeman 1978).

Some authors have extended the above argument to explain why an adverse effect of union
membership on job satisfaction arises, although union membership increases an individual's
utility (see Borjas 1979; Freeman and Medoff 1984, p. 139ff). In particular, the improvements
in working conditions depend positively on the strength of voice. If the trade union
emphasizes adverse working conditions, "creates a climate of complaint" (Heywood et al.
2002, p. 596) or "manufactures discontent" (Hammer and Avgar 2005, p. 243), this makes it
more likely that the workers' voice will be heard. "Thus, a by-product of unionization is the
politicization of the firm's work force, and union members can be expected to express less job
satisfaction than nonunion workers." (Borjas 1979, p. 25). Accordingly, this explanation

implies that declared job satisfaction is not reflecting its true level (Freeman and Medoff



1984, p. 139). Hence, for members, a union's voice activities systematically alter the

'translation' of utility from the job, u — v, into stated job satisfaction.

Empirically, it may be problematic to measure the 'manufacturing of discontent' directly.
Moreover, since the engineering of dissatisfaction can be interpreted as resulting in
preference-based sorting, strategies to identify such behavior may be employed as well to
measure the exit-voice effect. Finally, stated satisfaction for work-related aspects would have
to be lower for members than non-members. Such satisfaction differential cannot be predicted

for features for which union voice does not play a role.

Workplace-based Sorting

The previous discussion ignores the feature that trade unions exist in some firms and do not
provide club goods in others. If there is a systematic relationship between the formation of
unions and, thereby, membership on the one hand and job characteristics on the other,
observing a correlation between membership and job satisfaction provides no information
about the causal impact of membership. To illustrate, suppose that the benefits from
organizing in a trade union are especially large in a firm with adverse working conditions
because the union can obtain a substantial wage increase to compensate for unpleasant
circumstances. Alternatively, one could assume that the costs of organizing are low in an
establishment in which management favors co-operative labor relations. In the first case,
unions would form in settings in which employees exhibit low levels of job satisfaction, in the
second in firms in which job satisfaction is likely to be high. Such workplace-based sorting
can, therefore, explain correlations between union membership and job satisfaction. However,
especially in the case of a negative correlation, the question arises why employees, whose job
satisfaction is still lower than in workplaces in which there is no trade union, do not change

their jobs.

To empirically disentangle the effects of sorting into workplaces from the true consequences
of union membership for job satisfaction, the gains from or costs of establishing a union
within a plant could be taken into account. Because they are probably difficult to measure,
indicators of working conditions or management style are unlikely to fully capture workplace-
based sorting effects. Alternatively, exogenous unionization events could be looked at to

isolate the effect of interest.



Non-Work-related Goods

The prior exposition presumes that the trade union provides its members with a club good,
which is related to work. This is in line with the dominating approach in empirical work union
membership and job satisfaction, according to which the nonwork-related benefits of union
membership are relatively small and do not determine membership decisions. Whether this
assumption is justified can be evaluated, for example, by comparing the correlation between
union membership and job satisfaction, on the one hand, and a more encompassing measure
of well-being, which also includes the impact of utility from non-work, on the other hand. In
particular, the inspection of equation (2) indicates that the utility from the job and, thus, job
satisfaction, would be lower for an individual who joined a trade union if the work-related
gain from membership, u(w", W) — u(w™, W) > 0, fell short of the cost difference, v(c") —
v(c™) > 0. However, total utility may be higher if the difference A* — A" is large enough. In
this case, an individual would become a union member, although doing so would reduce job
satisfaction. Thus, job satisfaction of non-members would be higher, while a more
comprehensive measure, such as life satisfaction, would be lower. Additionally, direct
indicators of satisfaction with the trade union can be informative about the relevance of

union-provided goods, which are unrelated to work.

Costs of Changing the Membership Status

In an extension of the preceding analytical framework, there may be fixed costs of joining or
leaving the union. They may arise if enrolling requires a job change. Alternatively, it may not
be feasible to become a member of the club at the desired point of time. Such delays in
adjusting the membership status can occur if the supply of jobs, which deliver the benefits of
union membership, falls short of demand. In consequence, a comparison of job satisfaction
between union members and non-members may not only reflect the utility differential, as
depicted in (3). It can also signal the geographical distribution of jobs, entry restrictions, or
the employers' choice of employees. The consequences, which arise from costs of changing
the membership status, may be especially severe if membership is tied to a job or an

occupation.

Empirically, one possibility to deal with the effects of adjustment costs is to focus on a sample
of employees for whom such costs are likely to be low, i. e. those who work in the same
occupation or the same region. A comparison with a broader sample can then indicate the

impact of such costs of changing membership. Alternatively, individuals who only recently
10



joined or left a trade union could be looked at because fixed costs apparently did not inhibit

them from altering the membership status.

2.4 Trade Unions as Providers of Public Goods

The previous sub-section has discussed the challenges faced by empirical research on the
relationship between trade union membership and job satisfaction, which are specific to an
industrial relations setting in which trade unions primarily provide work-related club goods.
However, in many countries, collective bargaining agreements apply to all employees
working in firms covered by them, irrespective of the employees' union membership status.
This section clarifies that these challenges and the interpretation of empirical findings are
partially different in an economy or in industries in which collective bargaining and union

membership are distinct features and trade unions provide public goods.

In such a setting, there may be at least four types of employees, namely trade union members
and non-members, who are either subject to the content of a collective agreement or are not
covered by its regulations (Green and Heywood 2015). The considerations of Section 2.3
basically apply to the comparison of covered members and uncovered non-members.
Therefore, contrasting union members with non-members may confound the impact of an
individual's membership in a trade union with the consequences of collective bargaining

(Gordon and Denisi 1995).

Collective Bargaining Coverage

Among the four groups of employees, covered non-members can be expected to exhibit the
highest level of job satisfaction because they can free-ride on the benefits of union activities
and do not pay membership fees (Garcia-Serrano 2009). Therefore, ignoring the fact that
union membership is not equivalent to bargaining coverage can bias the estimated relationship
between membership and job satisfaction downwards if union membership in uncovered firms

is not properly accounted for (Berger et al. 1983; Renaud 2002).

If trade unions provide public goods membership will only increase utility if unions also make
a private good available to members, which is either work-related, and raises job satisfaction,
or is not directly connected to work. Assuming that a collective bargaining agreement
constitutes the public good provided by the trade union, and that it is applied to all employees

of covered firms (W > 0), an individual will join this union if

11



U% = u(w*, W) —v(c") + A" > u(w™,W) —v(c") + A" =U" (5)

holds. For an individual who is employed in an uncovered firm, in which there is no collective

agreement, the inequality in (5) holds for W = 0.

Compensatory and Sorting Effects

Equation (5) suggests that the compensation hypothesis is less likely to be relevant for a
comparison of job satisfaction by union members and non-members if trade unions provide
public goods than if they produced club goods. By their very nature, these public goods
increase the costs of union members and non-members to the firm to the same extent. Hence,
any compensatory adjustment in working conditions to reduce labor costs is likely to affect
comparable members and non-members in the same way, as long as they are covered by the

same collective agreement or work in the same establishment.

The argument relating to the compensation hypothesis also applies to workplace-based
sorting. If union members are not always covered by a collective bargaining contract, sorting
may occur along the dimension of bargaining coverage. Therefore, empirical findings on a
significant relationship between union membership and job satisfaction are less likely to be

due to workplace-based sorting if collective bargaining coverage is accounted for.

Excludable Goods

There have been numerous attempts to identify excludable goods, which ensure that w" > w"
or A" > A" holds, to compensate the utility loss, v(c") — v(c™), arising because of a
membership fee. Booth (1985), Naylor (1989) and Booth and Chatterji (1995), for example,
analyse the utility gain from complying with a social norm, Goerke and Pannenberg (2011)
look at safeguards against dismissals, Goerke et al. (2015) consider the use of vacation
entitlements, while Murphy (2020) focuses on legal insurance against allegations of
misbehaviour. Equation (5) clarifies that if the good is work-related, w" > w", job
satisfaction of union members, as proxied by u(w", W) — v(c"), should be higher than of
non-members, u(w", W) — v(c"). Otherwise, there would be no gain from union

membership.

Conceptually, empirical analyses of the link between union membership and job satisfaction

in the presence of excludable goods face similar difficulties in settings in which trade unions

12



offer club goods or public goods. If these excludable goods are ignored, a positive correlation
between membership and job satisfaction can be expected. Incorporating proxies for them
reduces a positive job satisfaction differential, or can give rise to a negative linkage if the

costs of membership are measured incompletely.

Life Satisfaction

The excludable good, which the union provides exclusively to members, may also be
unrelated to work (w" = w™; A* > A") and, thus, would not affect job satisfaction. Therefore,
membership may reduce job satisfaction because of its costs, while the overall utility is
higher. In this case, trade union membership will raise life satisfaction if this represents a
suitable proxy for overall utility. This conclusion is the same as in a setting in which trade
unions provide a club good. However, the argument for separate analyses of job satisfaction
and more encompassing indicators of utility is stronger in a world in which trade unions
provide public goods. This is the case because work-related public goods do not constitute a
direct incentive to join a trade union. Since there are costs of membership, it is more likely
that a union member experiences a lower level of job satisfaction than a non-member,

although overall utility could be higher.

The contributions looking at the relationship between union membership and life satisfaction
list various reasons for a positive association. One of them is based on the expectation of
higher job satisfaction (see, for example, Keane et al. 2012 and Flavin and Shufeldt 2016), in
conjunction with the extensive evidence of a significantly positive association between job
and life satisfaction (see Bowling et al. (2010) or Erdogan et al. (2012) for meta-studies).
Other arguments, such as a positive effect of union membership on the quantity and quality of
social interactions, cannot straightforwardly be integrated into the optimization framework
outlined in Section 2.1, unless such interactions are interpreted as affecting the utility

component Al

3. Empirical Insights

This section summarizes the main findings from the voluminous empirical literature on trade
union membership and job satisfaction (see Hammer and Avgar 2005, Laroche 2016, and Artz
and Heywood (2020) for surveys and summaries). It also evaluates evidence related to various
issues discussed in the previous section.
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Overview

Early studies mostly analyze samples from the United States and the United Kingdom. The
investigations usually employ data of individuals for whom trade unions offer club goods.
They often find a negative union membership effect (Freeman 1978; Borjas 1979; Clark
1996). Although many, primarily more recent studies also observe non-significant or even
positive associations in cross-sectional analyses (van der Meer 2019; Blanchflower and
Bryson 2020) or in fixed-effects specifications (Kosteas 2011; Blanchflower and Bryson
2020), the predominating view for a long time seems to have been that "(t)here is a well-
established negative correlation between union membership and job satisfaction." (Bryson
and White 2016b, p. 898). The meta-study by Laroche (2016, p. 735) indicates that such a
negative relationship is most likely to exist in the United States and the United Kingdom,
while on the whole "the evidence for the expected negative impact of union membership on

job satisfaction is comparatively weak."

Compensatory Effects

Interestingly, various empirical investigations find that a significantly negative union
membership coefficient becomes insignificant, once variables measuring working conditions
or the industrial relations climate are included (see Pfeffer and Davis-Blake (1990) for blue-
collar workers, Evans and Ondrack (1990), Bender and Sloane (1998) in most estimations,
Renaud (2002), Garcia-Serrano (2009), Bryson and Davies (2019)), or even turn positive
(Pfeffer and Davis-Blake (1990) for white-collar employees). These results suggest that union
members may 'pay' for higher wages, fringe benefits, or job stability by a deterioration of
other aspects of the job. Since the studies usually relate to settings in which trade unions
provide club goods or because they do not distinguish between covered and uncovered union

members, the findings are compatible with the existence of compensatory effects.

Sorting

Although some early studies also took into consideration endogeneity of union membership
and observed adverse effects on job satisfaction (Borjas 1979), the evidence on sorting is at
best mixed. Laroche (2016, p. 735) summarizes his evaluation of the literature by stating that
"studies that account for endogeneity through instrumental variables or fixed-effects models

indicate a non-significant effect of union membership on overall job satisfaction". This
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evaluation based on the meta-analysis is supported by the inspection of the studies employing
instrumental variables approaches. They mostly document significantly negative estimated
coefficients of union membership or unionization in specifications in which the union variable
is treated as exogenous, whereas the estimated coefficients become insignificant if
endogeneity is accounted for (Miller 1990; Bender and Sloane 1998; Bryson et al. 2004; and
Laroche 2017). This is compatible with both variants of the sorting hypothesis, namely that
individuals who are more dissatisfied or express lower levels of job satisfaction (preference-
or satisfaction-based sorting), become union members or that employees working in
establishments with less favorable working conditions are more likely to belong to a trade

union (workplace-based sorting).

Exit-Voice Perspective

Empirical validations of the exit-voice explanation have usually proceeded in an indirect
manner because clear indicators of voice activities are rare. Such indirect tests of the exit-
voice hypothesis, for example, utilize the prediction that voice activities by union members
will result in a lower quit rate and higher tenure (Freeman and Medoff 1984, p. 95 ff; Borjas
1979). Hence, it is argued that the exit-voice approach predicts a negative impact of union
membership on job satisfaction particularly at higher tenure levels. Borjas (1979) and Artz
(2010, 2012) report findings which are consistent with this expectation. Other studies report
the absence of such effects (Hersch and Stone 1990; Miller 1990; Bender and Sloane 1998).
Furthermore, evidence that is inconsistent with other explanations has also been interpreted as

supporting the exit-voice rationalization (see, for example, Bryson et al. 2010).

As an exception to such indirect approaches, Bryson et al. (2004) can use information about
whether an individual is a union activist. They hypothesize that including this information
will reduce a negative association between union membership and job satisfaction if such
active union members express greater dissatisfaction with working conditions. However,
Bryson et al. (2004) provide no evidence substantiating this line of argument. In sum,
empirical investigations of the link between trade union membership and job satisfaction do

not provide comprehensive support for the exit-voice hypothesis.
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Life Satisfaction

There are only a few studies, which look at the effect of union membership on life
satisfaction. They often, but not exclusively, use cross-country data, like the World Value
Survey, and generally observe a positive relationship, but usually do not account for sorting
issues etc. (Radcliff 2005; Flavin et al. 2010; Keane et al. 2012; Charman and Owen 2014;
Flavin and Shufeldt 2016). These studies neither systematically contrast findings for job
satisfaction and life satisfaction, nor do they focus on the distinction between club and public
goods. Hence, empirical analyses of the link between trade union membership and life
satisfaction can thus far not be employed to provide additional insights on the impact of union

membership on job satisfaction.

Blanchflower and Bryson (2020) constitute an exception. They provide evidence of a positive
correlation between union membership and job satisfaction, as well as life satisfaction, for the
United States and Europe for surveys covering the last one or two decades. In terms of the
model outlined in Section 2, their findings are consistent with a utility gain from union

membership that is not solely due to a non-work-related gain, A" — A".

Club Good versus Public Good — or — Collective Bargaining versus Membership

Relatively few empirical contributions implicitly or explicitly take up the distinction between
club good and public good. Gordon and Denisi (1995), for example, compare members and
non-members in the same establishment. However, their data is for specific public sector
bargaining units in the United States, and the respective samples are rather small. Moreover,
the questions in the British Household Panel Survey make it possible to distinguish between
members and non-members in covered establishments. Accounting for this feature does not
seem to affect the (negative) impact of individual trade union membership on job satisfaction
(Green and Heywood 2015; Bryson and White 2016b). Because these studies employ
uncovered employees as the reference group, they do not fully exploit the distinction between

public and club good settings.

The difference between a club and a public good supplied by the trade union may not be
clear-cut. If membership is not comprehensive, there is only partial bargaining coverage, and
negotiations take place at the firm level, it could be argued that trade unions do not provide a
public good but a club good because individuals can change employers. Therefore, the

centralization of bargaining, i.e., whether it takes place within the firm, locally, or at the
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industry or national level, may affect the relationship between union membership and job

satisfaction. Studies for Spain (Garcia-Serrano 2009) and France (Laroche 2017) suggest that
such a distinction deserves further attention. Moreover, centralized collective bargaining may
set wage floors, which either constitute the basis for local negotiations, or they may represent

binding agreements.

In addition, industrial relation systems in some countries feature multiple levels of union
involvement, such as via collective bargaining and works councils (see OECD 2019, chapter
2.6). In Germany, for example, works councils exist predominantly in large plants and
provide public goods. They can act as voice mechanism for employees, improve working
conditions and enhance job stability (Addison 2009; Jirjahn and Smith 2018). Therefore, the
benefits of union-provided public goods are likely to be smaller in works council
establishments than in firms without such institutions, while the opposite may be true for club
goods (see Artz and Heywood (2020) for a more intensive discussion of the role of such

alternative voice mechanism for job satisfaction).

In sum, the nature of the good that a trade union provides has not played an influential role in
empirical analyses of job satisfaction. The effect of the distinction between public and club
good may vary across industrial relations systems and countries. Therefore, additional
empirical analyses differentiating between 'right-to-work' states and states without such
regulation in the United States or between firm-level and industry-wide negotiations in some

European countries may generate additional insights.

Facets of Job Satisfaction

Instead of looking at the evidence on the relationship between overall job satisfaction and
union membership, many studies have considered different facets of job satisfaction. A
number of them find either a significantly positive association between union membership
and satisfaction with pay, or no correlation (Meng 1990; Miller 1990; Evans and Ondrack
1990; Bender and Sloane 1998 for females; Green and Heywood 2015; Javdani and Krauth
2020), also when taking into account sorting effects (Heywood et al. 2002; Bryson et al. 2004;
Bryson and White 2016a/ b). However, negative effects are also frequently reported (Berger
et al. 1983; Clark 1996; Bender and Sloane 1998 for males; Gazioglu and Tansel 2006; Haile
2015; Laroche 2017). Furthermore, satisfaction with co-workers (Berger et al. 1983),
supervisors (Berger et al. 1983; Gazioglu and Tansel 2006), work itself (Berger et al. 1983;

Evans and Ondrack 1990; Meng 1990; Clark 1996; Heywood et al. 2002; Powdthavee 2011;
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Green and Heywood 2015; Bryson and White 2016b), promotion opportunities (Kochan and
Helfman 1981; Meng 1990; Bender and Sloane 1998), job security (Meng 1990; Bender and
Sloane 1998; Powdthavee 2011; Green and Heywood 2015; Bryson and White 2016a/b),
working time (Powdthavee 2011; Green and Heywood 2015; Bryson and White 2016a/b) and
a variety of further aspects (Kochan and Helfman 1981; Schwochau 1987; Miller 1990;
Gazioglu and Tansel 2006; Haile 2015) have been considered.

These studies sometimes, but not consistently relate satisfaction differences to actual
outcomes, that is, scrutinize whether, for example, higher satisfaction with pay and a
membership wage premium co-exist. Moreover, the availability of data often guides the
analyses of facets of job satisfaction. Thus, their informational value about the goods, which
trade unions provide, or the costs of membership is limited. Finally, results are often
inconclusive, as indicated by those reported for satisfaction with pay. Hence, the evidence
cannot be employed to explain the absence of a robust empirical correlation between trade

union membership and job satisfaction.

Heterogeneity

There are relatively few studies of the relationship between union membership on job
satisfaction, which systematically distinguish according to the occupation (Pfeffer and Davis-
Blake 1990; Bender and Sloane 1998) or firm size (Artz 2008), while gender and sectors have
been looked at more frequently. An analysis of such distinctions is of interest because job
satisfaction and union membership rates may differ between females and males (see Clark
1997; Souza-Posa and Souza-Posa 2000; Eurofound 2009; OECD 2017, 2019; Visser 2019)
and in many countries also between the public and the private sector (Heywood et al. 2002;
Clark and Senik 2006; Artz 2008; OECD 2017; Visser 2019). Hence, the impact of union
membership may also vary. Moreover, findings can provide insights into the channels by

which union membership can have an impact on job satisfaction.

Studies separating findings by gender observe no (Bender et al. 2005; Artz 2008; Bryson and
White 2016b) or no systematic differences (Bender and Sloane 1998; Powdthavee 2011; Artz
2012; Bryson and White 2016a). A similarly opaque picture emerges when distinguishing the
private and public sector. While there are a few studies, which only look at public sector
workers (Gordon and Denisi 1995; Artz and Kaya 2014; Bessa et al. 2020), there are even

fewer, which explicitly compare employees from both sectors (Artz 2008). Since the gains
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and costs of union membership can differ across sectors, a more systematic analysis based on

these differences may create additional insights.

Cross-country Evidence

As indicated above, the vast majority of studies on trade unions and job satisfaction analyzes
data from the United States and the United Kingdom. The findings reported for other
countries are too scarce to allow for country-specific conclusions. Results for high union
density countries, such as in Scandinavia, are rare. Similarly, empirical investigations dealing
with economies in which union representation at the workplace is weak, or works councils act
for employees at the plant level (see OECD 2019, p. 69 ff), such as Austria and Germany, are
hard to find. Finally, studies, which use comparable data on more than one country, such as
by Hipp and Given (2015), to elucidate the impact of different industrial relations systems,

could also provide additional insights.

4. Future Research
Summary

If individuals join a trade union, a rational choice perspective suggests that they should be
better off by doing so. If such an improvement in well-being is reflected in an increase in job
satisfaction, union members are likely to exhibit higher job satisfaction than comparable non-
members. Empirical analyses, which appropriately account for the gains and costs associated
with trade union membership, should no longer reveal a satisfaction differential but provide
information on the determinants of job satisfaction, which differ with union membership. This
expectation is not consistent with evidence: The empirical findings sometimes indicate that
union members exhibit lower job satisfaction, but overall suggest the absence of a robust

correlation.

Open Issues

In future work, it may be beneficial to analyze some questions in more detail, which have not
figured prominently thus far. The answers to them could help to understand why empirical
studies do not document a consistent union membership effect on job satisfaction. Such

questions are:
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- Does a differential level of job satisfaction for members and non-members actually measure

the utility from belonging to a trade union?

- Does the relationship between union membership and job satisfaction vary with the type of
goods provided by the trade union, the nature and elements of the industrial relations system,
such as works councils or the degree of centralization in bargaining, across countries, over

time and across birth-cohorts (cf. Blanchflower and Bryson 2020)?

- Do members and non-members differ systematically in personal characteristics or behavior,

such that an impact on the membership — job satisfaction nexus results?

- Are there insights from contributions on job satisfaction as determinant of other outcomes or
as outcome variable itself, which can enhance the understanding of the relationship between

trade union membership and job satisfaction?

- Is the effect of trade union membership on job satisfaction for a particular employee affected

by what colleagues do or, more generally, by social interactions (see Haile et al. 2015)?

- Is there a link between union membership and job-related outcomes and is it reflected in the
effect of membership on job satisfaction? Put differently: Is it possible to employ the
relationship between union membership and job satisfaction to identify the goods that trade

unions provide to their members?

While the above list is suggestive and by no means comprehensive, answering the questions
may also provide further insights into the determinants and consequences of trade union
membership. Moreover, what is of primary interest and constitutes the basis for the theoretical
considerations in Section 2.1 is the question of how membership in a trade union influences
job satisfaction. While there have been various attempts to consider changes in trade union
membership occurring for a reason, which in itself has no direct impact on job satisfaction, it
seems unlikely that one entirely convincing identification strategy will emerge. Therefore, it

seems vital to assemble evidence from various, complementary approaches.
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