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Abstract 

 

This paper examines whether the ability of trade unions to achieve recognition for 

bargaining purposes is affected by the internationalisation of the firm’s product 

market. We use UK private sector establishment-level data for the period 1984-98 

from the Workplace Industrial Relations Survey (WIRS) series. The findings suggest 

that firms operating in international markets are significantly less likely to recognise 

trade unions for bargaining purposes compared to those who do not. The paper lends 

empirical support to the widely held argument that the global competitive 

environment may have contributed to union decline in the UK through increased 

employer opposition to trade unions and diminished interest and effort in union 

organising activities. 

 

Keywords: Foreign competition; Globalisation; Trade unions; Union recognition 

JEL Classification: F16; J51 

                                                 
*
 Funding from the Leverhulme Centre for Globalisation and Economic Policy (GEP) at the 

Nottingham University School of Economics is gratefully accepted. Thanks are also due the Data 

Archive for making the data available and to Richard Disney, Richard Upward and Andy Charlwood 

for helpful comments.   



1 

1. Introduction 

 

The trade union movement in the UK has undergone dramatic transformations over 

the past quarter of a century. The rapid de-unionisation of the labour market since the 

1980s and its likely explanations have been well documented. In particular, there is 

broad consensus about the role played by competitive pressures in the product market, 

driven by the increased globalisation of the world economy, on employers’ incentives 

to reassert managerial power and reduce union presence at the workplace (Brown and 

Wadhwani, 1990; Brown et al., 1997; Machin, 2000; Pencavel, 2003). Aided by 

strong legislative restrictions on union activity, employers indeed succeeded in 

marginalising the collective bargaining process, resulting in trade unions’ marked 

failure to achieve recognition in new establishments set up in the 1980s and 1990s 

(Machin, 2000). 

 

This paper provides an empirical contribution to the current industrial relations 

literature by examining the important relationship between foreign competition in the 

product market and union influence at the workplace. Our main aim is to estimate the 

extent to which the ability of trade unions to achieve recognition for bargaining 

purposes is affected by the internationalisation of the firm’s product market. In doing 

so, we are able to assess the relative significance of globalisation in explaining union 

decline in the UK.  

 

The impact of foreign competition on the probability of union recognition status 

depends upon the extent to which management resistance toward union presence as 

well as workers’ attraction to union representation and the scale of trade unions’ own 

organising activities at the workplace are altered. These are in turn determined by the 

influence of firms’ participation in the global market on the expected level of quasi-

rents to be allocated between unions and employers and the union wage bargaining 

strength.   

 

We use private sector establishment-level data for the period 1984-98 from the 

Workplace Industrial Relations Survey (WIRS) series. The main focus, for the 

purpose of analysis, is on management response to a question in the surveys regarding 

the establishment’s operation in international product markets. The findings suggest 
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that firms operating in international markets are significantly less likely to recognise 

trade unions for bargaining purposes compared to those who do not. We also reveal 

important sectoral differences to the extent that foreign competition seems to reduce 

the probability of recognition in private sector services much more than it does in 

private manufacturing. Overall, the results lend empirical support to the argument that 

the global competitive environment may have contributed to union decline in the UK 

through increased employer opposition to trade unions and diminished interest and 

effort in union organising activities.        

 

The remainder of the chapter is structured as follows. Section 2 sets out the theoretical 

arguments explaining the possible link between foreign competition and union 

recognition. Sections 3 and 4 describe the data and empirical modelling respectively. 

The results are presented in section 5 and finally, section 6 concludes.  

 

2. How does foreign competition affect union recognition? 

 

The probability of achieving union recognition status for bargaining purposes is 

essentially a function of management resistance to union activity and union 

organising effort at the workplace. These factors in turn depend on the expected level 

of quasi-rents to be allocated between the firm and the union (Abowd and Farber, 

1990). The amount of quasi-rents to be earned under competitive product market 

conditions is normally lower than in non-competitive markets. Thus, firms facing 

increased competitive pressures by virtue of operating in international markets would 

tend to resist trade unions more strongly since they may not afford to share the 

minimum rent needed to continue operating in the long run (Abowd and Farber, 1990; 

Disney et al., 1996). Abowd and Farber (1990) contend that in times of increased 

competition managers may even spend more resources than is necessary fighting 

unions in order to keep the firm in business and/or maintain their own positions as 

managers. Besides, because of limited rent extracting prospects the unions themselves 

may not seek to organise those establishments that face high foreign competition. 

 

International competition may also reduce union bargaining power directly. For 

instance, trade shocks may force labour unions to settle for lower wage demands, 

which could subsequently diminish workers’ enthusiasm for unionism and trade 
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unions’ own organising activities at the workplace. However, if globalisation leads to 

booming exports, high quasi-rents and increased labour demand, unions may bargain 

higher wages (Naylor, 1999). While this may galvanise worker interest and the 

unions’ drive for recognition, there is a plausible stronger counterargument that in the 

presence of high quasi-rents, given the availability of extra resources to management, 

trade unions would be more easily resisted (Disney et al., 1996). Employers may 

typically oppose union presence at the workplace in ways that would reduce the 

attraction of unionisation to employees such as offering higher pay or benefits and 

increase the costs of union organisation through lobbying and changes in production 

methods designed to resist the influence of trade unions. Furthermore, international 

competition may call for substantial restructuring and the need for flexibility within 

establishments to choose performance enhancing labour relations procedures that 

could imply a working environment free of unions (Pencavel, 2003). In most cases, 

therefore, we would expect the likelihood of union recognition to decrease with the 

firm’s involvement in the global market.      

 

3. Data 

 

The empirical analysis uses nationally representative UK establishment-level data 

from the 1984 and 1990 Workplace Industrial Relations Surveys (WIRS84 and 

WIRS90) and the 1998 Workplace Employee Relations Survey (WERS98). The 

sampling frame of the WIRS/WERS survey series is the Census of Employment
1
 

which is based on comprehensive tax records from employers in almost all industrial 

sectors. It is believed to be a virtually complete and accurate sample frame of British 

organisations and establishments (Millward, 1991). The surveys contain a wide range 

of consistently defined variables that can be used to analyse numerous issues 

pertaining to the state of employee relations in the UK.  

 

Our main hypothesis is that the probability of achieving union recognition status for 

bargaining purposes is likely to be lower in establishments facing foreign competition 

in the product market. As such, the focus of attention here is on an important question 

                                                 
1
 The sampling frame for the WIRS84 and WIRS90 is the relevant Census of Employment three years 

before. WERS98 uses the Inter-Departmental Business Register (IDBR). This is derived in large part 

from the Census of Employment. 
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in the surveys regarding the product market characteristic of each private sector 

establishment. The precise question
2
 asked to the principal management respondent 

is: “Is the market of your (main) product or service primarily local, regional, national 

or international?”.  

 

We argue that since firms operating primarily in international markets actually 

compete with foreign rivals, responses to this survey question represent a fitting basis 

for the purposes of the study. In addition, whilst the variable only provides qualitative 

information on international competition and the subjective nature of the responses 

may be a source of concern, it does reflect managers’ perception of the kind of 

competition they face in the product market, which may have some bearing on the 

extent of opposition to union presence at the workplace. 

 

Using pooled survey data for the period 1984-98, table 1 shows weighted
3
 proportions 

of establishments recognising trade unions for bargaining purposes, overall and by 

product market type, in the private sector. We find that 36% of all private firms 

recognise trade unions for bargaining purposes over the period considered. The 

proportion of establishments recognising unions in manufacturing is higher than in 

services at 44% and 33% respectively. Mean recognition for private establishments 

operating primarily in international markets is 31% compared to 41% for firms that 

mostly serve their local, regional or national markets and do not face competition 

from abroad.  

 

The pattern of lower union recognition amongst firms facing foreign competition is 

consistent across the broad sectors. Interestingly though, there is a considerably larger 

gap in recognition rates between firms serving international markets and those who do 

not in the services sector than in manufacturing even though there seems to be a 

greater proportion (35%) of private sector manufacturing establishments serving 

international markets compared to their counterparts in services (11%).  

 

 

                                                 
2
 This has previously been used as a measure foreign competition, notably by Stewart (1990). 

3
 The WIRS/WERS data must be weighted by establishment weights in order to reflect the profile of 

the population since the stratified sample design of the surveys implies that workplaces have differing 

probabilities of selection depending on the size and industry strata. 
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Table 1: Union recognition and foreign competition in the private sector, 1984-98  

 All private sector 

establishments 

Private 

manufacturing 

Private 

services 

    

Union recognition 0.36 0.44 0.33 

Foreign competition 0.19 0.35 0.11 

    

Recognition by market type    

International 

Domestic 

0.31 

0.41 

0.39 

0.43 

0.18 

0.37 

Source: Computed from pooled 1984, 1990 and 1998 WIRS/WERS survey data  

Notes:  

1. Union recognition is the proportion of establishments recognising trade unions for bargaining 

purposes.  

2. The terms ‘foreign competition’ and ‘international’ refer to proportions firms operating primarily in 

international markets and facing competition from foreign rivals. ‘Domestic’ is the proportion of 

establishments facing domestic competition by serving markets at the local, regional or national level.  

3. Reported figures are weighted by establishment weights. 

 

4. Empirical model 

 

We assume an establishment-level union recognition model of the form, 

 

recognition = f (establishment set up after 1980, firm size, single site establishment, 

part-time proportion, affiliation to employer’s association, foreign ownership, 

international competition) 

 

The dependent variable is discrete, taking the value 1 if an establishment recognises 

trade unions for bargaining purposes and zero otherwise. The empirical test of our 

main hypothesis uses the variable international competition. This is a dummy variable 

constructed from responses to the survey question about whether the establishment 

operates in an international environment. It is assigned a value 1 for firms trading 

primarily in the international market and zero otherwise.  

 

Table 2 below gives the variable definitions and summary statistics for private sector 

establishments from pooled 1984-98 WIRS/WERS survey data. 

 

 

 



6 

Table 2: Variable definitions and summary statistics 

Variable Definition Mean 

(Standard deviation) 

   

Recognition Dummy = 1 if establishment recognises 

trade unions for bargaining purposes 

0.36 

(0.48) 

Set up after 1980 Dummy = 1 if establishment set up in the 

1980s and 1990s 

0.37 

(0.48) 

25-49 employees  Dummy = 1 if establishment employs 

between 25 and 49 employees (reference 

dummy) 

0.53 

(0.50) 

50-99 employees Dummy = 1 if establishment employs 

between 50 and 99 employees 

0.27 

(0.44) 

100-199 employees Dummy = 1 if establishment employs 

between 100 and 199 employees 

0.12 

(0.32) 

200-499 employees Dummy = 1 if establishment employs 

between 200 and 499 employees 

0.06 

(0.25) 

500-999 employees Dummy = 1 if establishment employs 

between 500 and 999 employees 

0.01 

(0.11) 

1000+ employees Dummy = 1 if firm employs more than 

1000 employees 

0.01 

(0.07) 

Single site establishment Dummy = 1 if firm operates on a single 

independent site 

0.37 

(0.48) 

Part-time proportion Proportion of part time employees in 

establishment 

0.21 

(0.27) 

Employer’s association Dummy = 1 if management affiliated to an 

employer’s association 

0.19 

(0.39) 

Foreign ownership Dummy = 1 if any foreign ownership 0.11 

(0.31) 

International Competition Dummy = 1 if firm operates primarily in 

international markets 

0.19 

(0.39) 

Note: Weighted means and standard deviations reported. 

 

The set of control variables in the model reflects the following factors.  

 

Establishment age. Existing evidence on the determinants of firm-level union 

recognition identify a negative establishment age effect. Establishments set up in the 

1980s and 1990s are least likely to recognise trade unions for bargaining purposes as 



7 

opposed to those established in earlier years (Disney, 1995 1996; Machin, 2000). 

Hence, we incorporate a dummy variable representing firms set up after 1980.  

 

Characteristics of the establishment. Trade union recognition is also a function of the 

characteristics of the firm. Our model includes commonly used establishment controls 

such foreign ownership, the proportion of part time employees, establishment size, 

single independent site and whether management is part of an employer’s association. 

Foreign ownership carries a greater threat of relocation and may reduce the likelihood 

of union recognition. We expect part-timers to be less unionised. On the other hand, 

the larger the size of the firm the greater the possibilities for trade unions to achieve 

recognition status and similarly, unions may be more willing to organise 

establishments with multiple sites than single independent firms because of the 

benefits of economies of scale. Finally, employer’s associations tend to promote 

positive relations between management and labour unions and may increase the 

likelihood of union recognition for bargaining purposes.  

 

5. Results 

 

Given the dichotomous nature of the dependent variable we estimate probit 

regressions using the maximum likelihood method. Heteroscedasticity-consistent 

robust
4
 standard errors are specified. Column (1) in table 3 reports the main results for 

all private sector establishments from the three surveys pooled together. Our primary 

interest lies in the international competition dummy variable. It reveals a negative and 

statistically significant influence of foreign competition on the probability of union 

recognition in UK private sector establishments during the period 1984-98. The 

marginal
5
 effect of the estimated coefficient shows that establishments operating in 

international markets are, on average, 12.3% less likely to recognise labour unions for 

bargaining purposes.  

 

                                                 
4
 Huber/White/Sandwich estimate of standard errors from STATA 

5
 The marginal effect shows the change in the probability of union recognition caused by a discrete 

change from 0 to 1 in a dummy variable or an infinitesimal change in a continuous independent 

variable. It is computed by β)Xφ(β j  where βj is the coefficient on the variable for which the marginal 

effect is being calculated, e.g. the foreign competition dummy, and β)Xφ(  is probability density 

function of the standard normal distribution evaluated at the means of the independent variables. 
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Table 3: Maximum likelihood estimation of the effect of foreign competition on union recognition 

 All establishments 

(1) 

Private manufacturing 

(2) 

Private services 

(3) 

    

Set up after 1980 -0.368 [-0.131] -0.671 [-0.246] -0.211 [-0.074] 

 (3.58)** (3.90)** (1.67) 

50-99 employees 0.155 [0.058] 0.299 [0.116] 0.089 [0.32] 

 (1.69)
†
 (1.67)

†
 (0.82) 

100-199 employees 0.552 [0.213] 1.006 [0.384] 0.307 [0.114] 

 (5.50)** (5.22)** (2.55)* 

200-499 employees 0.870 [0.336] 1.235 [0.453] 0.606 [0.233] 

 (8.16)** (6.30)** (4.33)** 

500-999 employees 1.143 [0.428] 1.777 [0.553] 0.534 [0.205] 

 (9.01)** (7.05)** (3.37)** 

1000+ employees 1.322 [0.479] 1.892 [0.559] 0.867 [0.335] 

 (9.10)** (6.63)** (4.27)** 

Single site -0.602 [-0.210] -0.448 [-0.170] -0.671 [-0.222] 

 (5.70)** (2.78)** (5.01)** 

Part-time proportion -0.442 [-0.161] -2.276 [-0.875] -0.378 [-0.134] 

 (1.95)* (2.35)* (1.62)
†
 

Employer’s association 0.678 [0.260] 0.751 [0.292] 0.631 [0.239] 

 (6.44)** (4.66)** (4.54)** 

Foreign ownership -0.260 [-0.090] -0.275 [-0.102] -0.244 [-0.089] 

 (2.20)* (1.62)
†
 (1.50) 

International competition -0.356 [-0.123] -0.285 [-0.108] -0.573 [-0.177] 

 (3.37)** (1.84)
†
 (3.88)** 

WIRS90 -0.105 [-0.038] -0.010 [-0.004] -0.157 [-0.055] 

 (1.06) (0.06) (1.29) 

WERS98 -0.318 [-0.114] -0.525 [-0.194] -0.285 [-0.099] 

 (2.75)** (2.67)** (2.00)* 

Constant -0.032 -0.028 -0.015 

 (0.30) (0.14) (0.12) 

Observations 2584 1043 1541 

Log-likelihood -1426.26 -514.07 -867.56 

Notes: 

1. Absolute values of robust t-statistics in parentheses    

2. Marginal effects in square brackets 

3. 
†
 significant at 10%; * significant at 5%; ** significant at 1%    

4. Probit regressions weighted by workplace weights 
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The negative foreign competition impact on union recognition is reflected across the 

broad sectors in columns (2) and (3). The estimated marginal effects in private sector 

manufacturing and services are of the order of 10.8% and 17.7% respectively. The 

bigger magnitude and significance level of the estimated coefficient in the services 

sector is consistent with our descriptive analysis of the data in table 1. In effect, 

international competition seems to hinder union recognition even further in places, 

such as services, that are traditionally less unionised.   

 

The performance of our control variables is as expected. Firm size and management’s 

affiliation to employer’s associations are positively correlated with union recognition. 

Foreign ownership is negative and significant, albeit not in private sector services. 

Single independent establishments are less likely to be unionised and the greater the 

proportion of part-time workers, the lower the probability of recognition. We report a 

significant and negative establishment age effect along the lines of Disney (1995, 

1996) and Machin (2000). Private Firms established in 1980s and 1990s are 13.1 % 

less likely to recognise unions for bargaining purposes. This negative age effect is 

significantly larger in manufacturing establishments than those in services. 

 

Robustness checks  

 

Industry dummies. The analysis so far ignores the effect on the probability of union 

recognition of unobserved industry specific factors. Therefore, we re-estimate our 

empirical model with the inclusion of a set of 2-digit industry dummies. A summary 

of the results is reported in table 4. As can be seen, the international competition 

coefficient remains negative and statistically significant. What’s more, the estimated 

marginal effect appears to have gone up slightly, suggesting an even larger decrease 

of the probability of trade unions achieving recognition status in firms operating 

primarily in international markets. The observed sectoral differences discussed earlier 

are also robust to the inclusion of the industry dummies.   
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Table 4: Maximum likelihood estimation with industry dummies 

 All establishments 

(1) 

Private manufacturing 

(2) 

Private services 

(3) 

    

International 

competition 

-0.408 [-0.138] -0.288 [-0.109] -0.607 [-0.182] 

 (3.81)** (1.84)
†
 (4.17)** 

Controls Yes Yes Yes 

Industry dummies Yes Yes Yes 

Observations 2517 1043 1474 

Log-likelihood -1355.32 -482.79 -818.99 

Notes: 

1. Absolute values of robust t-statistics in parentheses    

2. Marginal effects in square brackets 

3. 
†
 significant at 10%; ** significant at 1%    

4. Probit regressions weighted by workplace weights 

5. Controls included are the same as for table 5. 

 

Separate survey regressions. Another way of checking the robustness of our main 

results consists of estimating separate regressions for each of the surveys in 1984, 

1990 and 1998. This also allows us to track the movement of the foreign competition 

effect on union recognition over time. The summary of the findings in table 5 below is 

for all private sector establishments.  

 

Table 5: Maximum likelihood estimation using separate regressions for each survey year 

 1984 1990 1998 

    

International competition -0.491[-0.191] -0.355[-0.122] -0.301[-0.079] 

 (2.67)** (1.88)
†
 (1.59) 

Controls Yes Yes Yes 

Industry dummies Yes Yes Yes 

Observations 736 921 859 

Log-likelihood -417.84 --495.64 -386.02 

Notes: 

1. Absolute values of robust t-statistics in parentheses    

2. Marginal effects in square brackets 

3. 
†
 significant at 10%; ** significant at 1%    

4. Probit regressions weighted by workplace weights 

5. Controls included are the same as for table 5. 

 

The coefficient on international competition is consistently negative and statistically 

significant apart from the 1998 survey. The small sample size could offer an 
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explanation for the drop in statistical significance but considering the equally small 

number of observations in the 1984 and 1990 samples and the change in the 

coefficient’s marginal effect over time, we propose two possibilities. First, the impact 

of globalisation probably faded over time as for the most part, the weakened union 

movement set about organising those sectors where they have traditionally been 

strong
6
. Second, it coincides with the levelling off of aggregate union decline and 

altogether more positive political and economic prospects by end of the 1990s.   

 

6. Conclusion 

 

This paper has tested the hypothesis that the probability of trade unions achieving 

recognition status for bargaining purposes at the workplace is reduced by foreign 

competition in the product market. We argued that international competition may, on 

the one hand, serve to raise employer opposition toward union presence and, on the 

other hand, diminish union activity by decreasing the expected level of quasi-rents 

available to be shared between unions and employers and undermining the union 

wage bargaining strength. The empirical analysis used private sector UK 

establishment-level data from pooled 1984-98 WIRS/WERS survey series. The focus 

of attention in the surveys was an important question identifying whether 

establishments operated in the international market. The results showed a negative 

and statistically significant influence of foreign competition on the probability of 

union recognition in UK private sector establishments during the period 1984-98, with 

firms operating in international markets, on average, 12.3% (rising to 13.8% with the 

inclusion of industry dummies in our empirical model) less likely to recognise labour 

unions for bargaining purposes. We found that the foreign competition effect was 

larger in private sector services than in manufacturing. There was also an indication 

that the overall impact of international competition on union recognition gradually 

faded over time. In essence, the main findings of the study would suggest that 

globalisation could indeed have contributed to union decline in the UK via increased 

management resistance to trade unions and diminished interest and effort in union 

organising activities at the workplace. Although, this was perhaps more likely to have 

taken place from the mid 1980s to 1990 than towards the end of the 1990s.   

                                                 
6
 Blanden et al. (2005) report a significantly greater increase in new recognitions between 1997-2002 

compared to 1985-1990. These are predominantly concentrated in traditional union strongholds.  
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