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Motivation

 Skill-biased technological change
* Increasing inequality
 Race between education and technology

« Rapid technological change requires lifelong
learning and continuous upgrading of workers’ skills
(OECD, 2021).

« What is the role of unions?
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Theory - Individuals

« Simple model in which othervice identical workers
choose whether to invest in training or not

* Training costs ¢

« Training results in an increase in the marginal product of
labor from 1 to 1+u

« Firms may sponsor a share A of the fraining costs
* The individual’s participation constraint:

(1) w=wé—-w=01-2)c
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Theory - Individuals
(1) w=w—-w=>({1-2)c

* Most frade unions are known to compress the
distribution of wages

« Byreducing the returns to education, unions lower
the individual incentives to invest in education
(Mincer, 1981)
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Theory - Firms

* Firms may choose to sponsor training

« Catch: Trained workers may quit

« Workers quit the firm at rate g

« Quitters replaced by non-trained workers
* The firm’s parficipation constraint:

(2) 1-g9+u—wé+gl-w)—Ac=1—w
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Theory - Firms

/1 < (1—Q)(H—W)
o C

« Perfect competitioni:uy—w=0andg=1

> Firm’s will never pay for training (Becker, 1964)

 Monopsony fiims: u—w>0and g <1

> Firm’s may optimally choose to pay for training (Acemoglu & Pischke, 1998)
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Theory - Firms

(3) 1< (1-q)(u—w)

Cc

= Hypothesis 1: The wage differential is lower in unionized firms

= Hypothesis 2: The employee turnover is lower in unionized firms

» Prediction: Unionized firms will sponsor a larger share of training
costs (Acemoglu & Pischke, 1999)
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Empirical approach

Estimate how variation in workplace union density
influences:

a. The wage returns to further education

b. Turnover rates among participants, and, ulfimately:
c. Participation in further education
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Do’ra

Matched employer-employee data:
— All Norwegian workplaces
— All Norwegian working individuals
— Period: 2004-2019
— Restrict population to full-time vocational workers

« Key variables:

— Further education: Participation in education at the tertiary
vocational level

— Unionization: Individual memberships and workplace union density

- All datais provided by Statistics Norway through the
application microdata.no
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The Norwegian education system
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The Norwegian education system

B NTNU | scancanatecnoiosy

11



Tertiary Vocational Education
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Wage development
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Employee turnover
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Participation rates

Full-time workers who finished upper secondary vocational education in the year
2000
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Results — Returns to education
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All models are estimated using the within estimator, controlling for individual fixed effects, industry fixed effects and year dummies
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Results — Turnover
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All models are estimated using the within estimator, controlling for individual fixed effects, industry fixed effects and year dummies
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Results - Parficipation
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Takeaways

Returns to education are lower in more unionized
establishments

Workers face lower wage cuts during education in
more unionized establishments

Turnover among graduated participants in further
education is lower in more unionized establishments

Positive correlation between workplace union
density and participation in further education
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Causation@

« Do unions make firms optimally sponsor training by
lowering returns to education and employee
turnovere

« Or do unions force firms to sponsor training through
clauses in collective agreementse

« Or could it be that firms with lower furnover rates
(e.g. due to monopsony power) are more willing o
invest in the skills of their workers, whereas the
workers face larger incentives to unionize in order to
capture a share of the monopsony rente
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