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increases both employment and average productivity relative to decen
tralized bargaining. The greater entry of new plants under industry
wide bargairring more than compensates for the earlier closing of older 
plants. When the gap is sufficiently high, however, decentralized bar
gairring generates greater employment. Thus whether or not industry
wide bargairring is more efficient than decentralized bargaining, in the 
sense of raising productivity and employment simultaneously, depends 
on the difference between the union wage and the market-clearing wage. 

In both Norway and Sweden, collective agreements cover most of the 
labor market and, in both countries,  unemployment rarely rose above 3 
per cent until the late 1980s. With unemployment so low, the difference 
between the union wage and the competitive wage could not have been 
large. Thus, under the conditions prevailing in Norway and Sweden, the 
equalization of wages across plants that was accomplished via solidari
stic bargairring may have increased economic efficiency, just as Gösta 
Rehn and Rudolf Meidner argued it would when the solidaristic wage 
policy was first proposed in the early 1950s (25) .  

Solidaristic bargairring is not only limited to the elimination of wage 
differences among plants within an industry. The same policies and ar
guments can be applied to the elimination of wage differentials between 
industries. With industry-level bargaining, wages will differ by industry 
in accordance with industry-level differences in productivity or profita
bility. Solidaristic bargaining, applied over the national economy, limits 
the ability of the most efficient industries to pay a wage premium, and 
prevents the least efficient industries from staying in business by low
ering wages. In fact, the elimination of wage differentials between 
industries can be understood as a subsidy for new industries and a tax on 
older ones (26).  The result of nation-wide solidaristic bargairring is to 
force older industries to shut down while encouraging the entry and 
growth of new industries. 

Local wage bargairring is sensitive to local conditions. That, in fact, is 
among the chief virtues claimed by its supporters. Sensitivity to local 
conditions means that fewer less efficient plants are driven out of busi
ness compared to centralized wage negotiations. The other side of the 
coin is that wages are sensitive upwards in the most efficient plants. This 
implies that fewer new plants may be built. Industry-level bargairring 
forces less efficient plants to shut down at a faster rate but local wage 
bargairring may create a higher entry barrier for more efficient plants. 

4.4. Industrial Conflict 

One of the striking conclusions of the non-cooperative bargairring 
model developed by Stahl (1972) and Rubinstein (1982) is that the equi
librium is efficient in the sense that nothing is lost through conflict. Al
though the division of the pie is determined by the relative costs of delay, 
the equilibrium strategies entail an acceptance of the first offer that is 
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