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Abstract

We investigate the role of unionization in shaping income distributions during the Great
Leveling, comparing Sweden and the United States—two countries with markedly different
union traditions and levels of organization. Using data from the 1940 and 1950 U.S. censuses
and Swedish tax registers, we exploit plausibly exogenous variation in unionization and estimate
distributional effects using quantile regressions and interactions with worker characteristics.
Our results indicate that stronger unions elevated earnings in both countries, but the elasticity
was roughly double in the United States compared with Sweden. U.S. unions also had a more
radical impact on the earnings distribution: the effect at the 10th percentile was almost twice that
at the 90th percentile while also reducing earnings differences between workers with different
levels of skill and education. We relate the difference between the two countries to their patterns
of union membership: in the United States, it was concentrated among lower-skilled workers,
whereas in Sweden it was high across the occupational distribution and among employees with
both low and high levels of education, shaping their incentives to negotiate higher wages and
compress the earnings distribution. Our study shows that unions played a pivotal role in the
Great Leveling in two countries at opposite ends of the labor-market-regime continuum. While
there appears to be a trade-off between unions’ organizational reach and impact on wages,
Sweden’s more encompassing unions have been more successful in engendering a compressed
income distribution. U.S. unions have instead gradually lost their power to affect outcomes.
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1 Introduction
The secular decline in inequality from the 1920s to the 1970s across the industrialized world
ranks among the most significant economic trends of the twentieth century. From the 1920s
onward, income and wealth inequality fell sharply across Europe and the United States. This
“Great Leveling” not only compressed income disparities but also fostered more egalitarian
societies by raising living standards for the lower and middle classes. Existing research
attributes this decline to several factors, including the destruction of capital during the
World Wars, the expansion of welfare states, the rise of progressive taxation, and broader
economic developments (Alvaredo et al., 2013; Lindert & Williamson, 2016; Piketty & Saez,
2003; Piketty, 2003, 2014; Piketty & Saez, 2014; Roine & Waldenström, 2008). However, a
key yet understudied driver of this transformation is the role of labor unions, which gained
strength in many countries during this period, often reaching their historical peak at this
time.

In this paper, we examine the contribution of organized labor to the decline in inequal-
ity at mid-century by leveraging detailed microdata from the United States and Sweden.
In both countries, inequality fell alongside rising unionization rates. In Sweden, however,
unionization rates were more than double those in the United States, while top income shares
fell to similar levels. This suggests that unions might have had a more radical impact on
the income distribution in the U.S., while unions in Sweden—perhaps due to their more
encompassing coverage, were more pragmatic in their demands.

To examine the link between unionization and inequality in the two countries, we draw
on comparable data from the 1940 and 1950 U.S. censuses and newly compiled Swedish tax
records for the same years. Using a Bartik-style instrument to exploit plausibly exogenous
variation in unionization, we estimate distributional effects via quantile regressions and in-
teractions with worker characteristics. We find that higher local union strength increased
average earnings at similar rates in both countries: a one standard deviation increase in
unionization led to a 6 to 7 percent rise in earnings. Because the standard deviation of local
unionization was much greater in Sweden, however, the implied elasticity of earnings con-
cerning unionization was smaller in Sweden compared to the U.S. In Sweden, the elasticity
was just 0.5 percent, compared to approximately 1 percent in the United States.

Our Swedish data also allow us to test for the impact on capital incomes directly. We
find that they fell by a similar amount as earnings increased. Together with similar evidence
for the U.S. from Farber et al. (2021), this suggests that unions redistributed from capital
to labor in both countries. The higher elasticity of wages with respect to union density in
the U.S., therefore, helps explain why the two countries reached similar levels of inequality
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at mid-century, despite unionization rates being almost double in Sweden.
Looking at the distribution of earnings among employees, we find that unions in the

U.S. had a much more radical impact. The results from quantile regressions suggest that in
the U.S., the impact at the 10th percentile of the earnings distribution was roughly double
that at the 90th percentile. In Sweden, the difference was closer to half of that. The same
pattern held for workers with different skill levels. Although high-skilled workers did not
benefit from higher unionization in both countries, the wage impact for unskilled workers
was almost double that for low-skilled workers, and three times that for the medium-skilled.
In Sweden, all three groups gained at similar rates. While we cannot compare the results
directly to Sweden, we also find that American unions reduced differences between workers
with different levels of education, as well as between white and non-white workers, confirming
the results from Farber et al. (2021) with a complementary empirical approach.1

We interpret the difference in the impact of unions in relation to the pattern of union
membership in the two countries. In the U.S., where unionization rates peaked at around 35
percent, membership was higher among those with lower levels of education and among non-
white workers, which together suggest selection into unions by the less advantaged (Farber et
al., 2021). In contrast, in Sweden, where the union membership rate was between 60 and 70
percent, there was much less selection based on occupational characteristics and education.
We make use of the 1956 election survey, the first to ask about union membership, to examine
the pattern of selection into unions in Sweden (Westerståhl & Särlvik, 1984). We find that
membership rates were high for all groups of employees, and there was little differentiation
based on level of education. This naturally shaped unions’ incentives to negotiate higher
wages and compress the earnings distribution. This is in line with the historical narrative that
unions in Sweden were more willing to compromise, focusing on broad-based improvements
(Swenson, 2002). In the U.S., in contrast, union militancy at the late stages of World War
II has been seen as a major impetus for the passing of the Taft-Hartley Act, which curtailed
union activity and made union organizing more difficult.

Our study contributes to several strands of research. First, we contribute to the literature
on the drivers of declining inequality across Europe and the United States during the “Great
Leveling”, roughly 1910–1970 (Lindert & Williamson, 2016). Although the broad downward
trajectory of inequality in this period is well documented, there is little consensus regarding
its causes. A classical view, proposed by Kuznets, suggests that economic growth, internal
migration, and structural change generated an inverted U-shaped inequality path (Kuznets,
1955; Lindert & Williamson, 2016). After Kuznets, the leading interpretation has been that

1They use variation in union status at the household level, while we use exogenous variation in local
union membership rates.

3



of Piketty and coauthors, who argue that the shocks of World War I and World War II,
coupled with progressive taxation, reduced capital incomes and held inequality relatively
low for an extended period (Piketty & Saez, 2003; Piketty, 2003, 2014; Piketty & Saez,
2014). Scheidel (2017) similarly emphasizes the destructive impact of war—especially on
capital stocks—though he acknowledges the importance of institutional changes, including
the expansion of unions Goldin and Katz (2009) identify the spread of education as another
important institutional factor, building on earlier arguments by Goldin and Margo (Goldin
& Margo, 1992), both of whom also assert the importance of changes in the relative demand
of educated and uneducated workers. We contribute to this literature by highlighting the
role of unions as a key driver of cross-country patterns in inequality—an aspect that has
often been overlooked. In particular, we demonstrate how unions help explain why Sweden
and the other Nordic countries achieved relatively low inequality prior to the expansion of
their welfare states in the 1960s and 1970s.

Our findings also align with the narrative in the recent book by Acemoglu and Johnson
(2023). They argue that the countervailing power of workers is essential to ensure that
productivity improvements brought by new technologies and structural shifts in the economy
translate into increased earnings for workers. Our evidence demonstrates this mechanism
in action: unions in both the U.S. and Sweden played a crucial role in creating the era of
shared prosperity that characterized the mid-twentieth century. By securing higher wages
and redistributing from capital to labor, unions ensured that workers captured a substantial
share of the economic gains during this transformative period.

Second, we contribute to the literature on the role of unions in shaping the income
distribution during the “Golden Age” of Western capitalism. Wallace et al. (2022) study
the United States between 1950 and 2018, finding that unions significantly influenced state-
level inequality trends. Farber et al. (2021) similarly demonstrate that rising union strength
explains much of the decline in inequality during the 1930s and 1940s. Using an instrumental
variables approach to examine regional inequality in the United States between 1940 and
1960, Collins and Niemesh (2019) conclude that unions were a significant force in shaping
the Great Compression of the 1940s.2 Most studies on Sweden have focused on aggregate
patterns.3 An exception is Skoglund (2025b), who uses local variation in unionization rates
but only has data at the county level and measures average wages at the workplace level.
We provide the first evidence for any country on the effect of local differences in unionization

2In the U.S. case, there are several studies examining the role of declining union membership in the rise
of inequality since the 1970s. See, for example, Card (2001) and Western and Rosenfeld (2011). In Sweden,
union membership has remained high and earnings inequality has risen much less since.

3See, for example, Bengtsson (2015).
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rates on individual-level earnings.4

Third, we also relate to the literature on the determinants of union action. Standard pub-
lic choice models predict that unions will be more open to compromise when they organize
larger shares of the labor market, as they will internalize the impact of higher wages on the
broader economy when bargaining with employers, which is a key argument made by Olson
(1971, 1990). Several applications of this reasoning focus specifically on labor markets. The
model by Calmfors et al. (1988) relates bargaining incentives to the level of centralization
in wage negotiations. Bhuller et al. (2022) present what they refer to as the “Hawk-Dove”
divide. When unions coordinate among workers who are substitutes, such as low-wage work-
ers within a specific industry, militancy is induced. When they coordinate among workers
who are complements, such as workers of different skill levels within an industry or work-
ers in upstream and downstream industries, acquiescence is generated. Our results align
with this theoretical framework. We find that in the U.S., where union organizing was con-
centrated among lower-skilled workers in a limited set of industries, unions pursued more
radical wage policies. In contrast, Swedish unions, with their broad membership spanning
the occupational distribution, adopted a more moderate approach.

Similarly, our results speak to the literature on the impact of selection into unions on
their behavior. Becher and Pontusson (2011) and Pontusson (2013) argue that when union
members are predominantly drawn from the lower half of the income distribution, unions
will pursue more radical wage policies aligned with their members’ interests. Conversely,
when unions organize very large segments of the labor market, the median income of union
members more closely resembles that of the median worker, and unions become less interested
in pursuing radical inequality reduction.5 This framework aligns with our findings: U.S.
unions, with their narrower and more disadvantaged membership base, pursued more radical
policies, while Swedish unions, representing a broader cross-section of workers, appear to have
adopted a more moderate approach.

The rest of the article is structured in the following way: in the next section, we discuss
unionization and inequality in both countries, tracing the rise and fall of union power. We
then discuss the data and our empirical strategy, present the results, and then conclude.

4Bhuller et al. (2022) argue that studies of union premiums for individual workers are only able to identify
the effect of a marginal increase in union membership, and given current wage-setting practices, benefits an
individual worker. In our study, we can compare the impact of unions in two contexts where levels of
organization vary widely.

5This pattern is evident in the Nordic countries today. See Figure 2 in Becher and Pontusson (2011).
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2 The Rise and Fall of Unions and Inequality in the
United States and Sweden

During the mid-twentieth century, unions in the United States reached the peak of their
power. After a surge in unionization in the years around World War II, approximately 35
percent of U.S. workers were organized. Meanwhile, in Sweden, union membership had grown
even more rapidly, surpassing that of the United States as early as the 1920s. By 1950, more
than 70 percent of Swedish workers belonged to a union. While Swedish unions continued
to expand throughout the postwar era, American unions stagnated and eventually entered
a long-term decline.

At least part of this evolution can be attributed to two pivotal pieces of U.S. legislation.
The 1935 Wagner Act (the National Labor Relations Act) helped drive union growth by
building on Section 7(a) of the National Industrial Recovery Act (NIRA), which had guar-
anteed the right to organize and prohibited “company unions”. Notably, the Wagner Act,
first, codified these principles and, second, closed legal loopholes that employers had used to
undercut the NIRA. Prior to the Wagner Act, unions faced harsh resistance from both the
state who made some union actions illegal, and firms who forced workers to sign agreements
promising not to join a union (Goldin, 2000). In contrast, the 1947 Taft-Hartley Act (the
Labor Management Relations Act) curbed some of the rights previously granted to unions,
particularly by restricting strikes and limiting union- and closed-shop arrangements (Dubof-
sky & Dulles, 2010). While union growth stalled in the 1950s, membership levels initially
remained relatively high, declining gradually only after Taft-Hartley. According to Rinz
(2015), contemporary observers and historians alike have attributed both the Republican
Party’s large gains in the 1946 midterm elections—which enabled them to retake control of
the House of Representatives—and the subsequent passage of the Taft-Hartley Act to public
backlash against the wave of strikes that had swept the nation.

In Sweden, the Social Democratic Party came to power in the early 1930s. However, the
right to organize had already been recognized by employers in 1906 (Lundh, 2020). Thus,
unlike in the United States, where the right to organize was curtailed in 1947, Sweden did
not experience legislative limits on unionization.

In both countries, movements in top income shares closely track shifts in union strength.
In Sweden, the rapid rise in unionization after 1920 coincided with a sharp decline in income
inequality. Similarly, in the United States, the surge in union membership during the 1940s
occurred precisely as inequality was falling. Crucially, Sweden’s inverse relationship between
unionization and inequality emerged well before the expansion of its postwar welfare state.
Although both countries underwent significant political changes that could have also affected
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inequality, the close temporal alignment between rising union membership and declining top
incomes strongly suggests a causal relationship. While we use top income figures here, this
parallel movement of inequality and unionization also holds when examining other measures,
such as skill premiums (Goldin & Katz, 2009; Heikkuri, 2025).

Figure 1. Unionization and Inequality in Sweden and the U.S.
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While union membership in the mid-1900s was lower in the United States than in Sweden in
aggregate terms, American unionization was also more dispersed across industries. In 1939,
the construction sector boasted a 77 percent unionization rate—over 50 percentage points
above the overall U.S. average. By contrast, only 23 percent of manufacturing workers
belonged to a union; in Sweden meanwhile, union membership in manufacturing reached
about 68 percent in 1940. Similarly, service industries and public administration in the
United States were only about 10 percent unionized, compared to 25 percent and 34 percent,
respectively, in Sweden (Bain & Price, 1980).

The composition of union membership also differed markedly between the two countries.
In the United States, as Farber et al. (2021) demonstrate, selection into unions was heavily
influenced by educational status, with less-educated and non-white workers disproportion-
ately represented in union membership during the 1940s and 1950s. Sweden presented a
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strikingly different pattern: white-collar unionization rates in 1940 already approached the
average unionization rate for all U.S. workers and by 1950 substantially exceeded it (Lundh,
2020). Survey evidence from 1956 confirms this broader representation in Sweden, where all
social groups except farmers and proprietors exhibited unionization rates exceeding the U.S.
average (Westerståhl & Särlvik, 1984).

In other words, Sweden not only had higher overall union density but also achieved
more comprehensive coverage across sectors and social groups. Swedish unions were further
distinguished by their tight links to the political sphere through their ties to the Social
Democratic Party. This connection proved influential at both national and local levels.
Research indicates that local social-democratic governments often tempered union actions,
creating a climate that may have made Swedish unions less radical than their American
counterparts (Molinder et al., 2021). At the same time, Swedish unions wielded substantially
greater power due to their higher membership rates.

Historically, U.S. unions have been characterized as less willing to compromise than their
Swedish counterparts (Swenson, 2002). While Swedish employers and unions agreed on the
right to organize and the prerogative to manage work by employers as early as 1906, these
issues remained contentious in the United States (Lundh, 2020). U.S. unions also rejected
early centralized bargaining agreements that included minimum wage rates, differentiated by
skill groups. Multi-employer bargaining remained contentious and rare in U.S. manufacturing
throughout the interwar years (Swenson, 2002). In contrast, multi-employer bargaining—
especially national-level bargaining—became increasingly common in Sweden throughout the
twentieth century, with unions accepting skill premiums in collective bargaining agreements
from the outset (Skoglund, 2025a).

3 Data
In this article, we combine samples from the U.S. censuses of 1940 and 1950 with samples
from Swedish taxation records for the same years to observe individual-level earnings in both
countries. The U.S. censuses cover all individuals 15 years and older, and includes inquiries
about income from various sources. Although these questions changed slightly between 1940
and 1950, IPUMS provides the INCWAGE variable, which contains all income earned as an
employee for both years. This variable captures the earnings that are the most relevant to
our analysis, as unions primarily affect employee wages rather than self-employment income.
For Sweden, we use a comparable variable, capturing all labor earnings.

The main difference between the two data sources is in their coverage. While the U.S.
censuses include all individuals above fifteen and older, the Swedish taxation records cover
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only individuals earning above a certain yearly income threshold. This creates a significant
distinction between the samples, particularly when examining the distributional effects of
unionization. We address this issue through several strategies. First, we analyze union effects
by occupational groups, which are less sensitive to the overall earnings distribution. Second,
we resample the American data to align more closely with the Swedish data.

While we acknowledge this coverage difference, its impact should not be overstated. In
1940 and 1950, the Swedish data achieved substantial coverage, particularly for men. Overall
coverage was approximately 60 percent in 1940 and 65 percent in 1950. For men, coverage
reached nearly 85 percent in both years, while it was 40 percent in 1940 and approximately
50 percent in 1950 for women. For male workers in manufacturing—a key group in our
analysis—coverage would have been nearly complete. Using information on average incomes,
we demonstrate how our samples relate to the overall income structure in Table 1, which
also reports summary statistics.

The relationship between our sample and national averages differs between countries. In
the United States, the average national income exceeds the average earnings in our dataset
for both 1940 and 1950. In Sweden, this relationship is reversed: the average income in our
data is considerably higher than the national average in 1940 and slightly higher in 1950.
While the Swedish median income aligns more with the national accounts average, the ratio
remains smaller than in the United States.

Our analysis uses 1 percent samples from both the census and taxation records. After
removing observations without incomes (including both missing values and zero-income indi-
viduals), we have 412,235 individuals in the U.S. sample and 77,306 in Sweden.6 Despite the
census nominally covering all individuals, the Swedish dataset ultimately contains greater
variation and includes more women. To account for the different numbers of observations by
year, we weight observations to reflect the relative populations of the two countries in each
year. For each year, the weights sum to that year’s relative share, and is defined as follows:

Weightst =
P opulationt

P opulation1940+P opulation1950

Observationst

(1)

Table 1 reports summary statistics for the datasets used in our analysis.
We combine our income data with unionization data at the parish level for Sweden and the
county level for the United States. Measuring local unionization requires two components:
(1) local employment structure and (2) unionization rates by industry.

For the local employment structure, we use the 1910 census for both countries to calculate
6We have considerably fewer observations for the U.S. in 1950 compared to 1940. This results from the

1950 1 percent sample containing fewer individuals with reported incomes than the 1940 sample. Data
limitations in the 1950 full-count census prevent us from addressing this issue by using the complete census.
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Table 1. Comparison of Data Sources

U.S Sweden
1940 1950 1940 1950

Average income 1,015 2,315 2,848 6,077
in our data
Median income 800 2,150 2,180 5,418
in our data
Average income 1,063* 2,923* 2,293* 5,180*
national
accounts
Std. Income 870 1,670 4,346 6,070
% Female 29% 35% 37% 32%
Number of 379,143 33,092 28,618 48,688
observations

Note: Income data for the U.S from IPUMS, data for Sweden from Bengtsson et al. (2021) income for
national accounts from Piketty and Saez (2003) and Roine and Waldenström (2008). *Average income for

tax units.

employment shares in parishes (Sweden) and counties (United States). We employ a three-
sector classification of employment: primary, secondary, and tertiary. For Sweden, we utilize
pre-coded occupational strings from Bengtsson et al. (2021), who have classified Swedish
occupations by industry, sector, and class. For the United States, we use the IND1950
variable, which we reduce to a one-digit code.7

For unionization by industry, we draw on different sources for each country. For Sweden,
we use sector-level unionization data from Bain and Price (1980) and yearly reports of
the Federation of Trade Unions. For the United States, we use the Troy series, which is
the underlying source employed by Bain and Price (Bain & Price, 1980; Troy, 1957). A
limitation of the Troy data is that it covers 1939 and 1953 rather than our exact study years
(1940 and 1950). However, this dataset represents the only available benchmark for sector-
level unionization in the United States.8 We combine employment shares with national-level
unionization rates to capture local exposure to unionization, a method we discuss in detail
below.

Previous studies have analyzed unionization effects at different geographic scales. In Swe-
den, researchers have used counties (24 in total, at the time), while in the United States, stud-
ies have employed state economic areas (469 in total) (Collins & Niemesh, 2019; Skoglund,

7We classify industries as follows: primary sector (IND1950: 1), secondary sector (IND1950: 2-4), and
tertiary sector (IND1950: 5-9).

8Collins and Niemesh (2019), who also study union effects in the United States, similarly cite the Troy
series as the only viable dataset.
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2025b). In this paper, we seek to capture the most localized effects possible: parishes for
Sweden and counties for the United States. The continental United States contained 2,954
counties, each covering an average of 2,636 square kilometers and containing 31,170 indi-
viduals in 1910 (when we measure employment structures). Sweden had 2,525 parishes,
each containing an average of 2,169 individuals. Swedish parishes were considerably smaller
geographically, covering an average area of only 175 square kilometers.

For both countries, we restrict our sample to the non-farming population. Farmers were
far more prevalent in the U.S. data than in the Swedish case, as Swedish farmers were taxed
through property taxation rather than the income tax system.

4 Empirical Strategy
Our selection of the United States and Sweden as case studies follows both a most-different
case selection approach and a most-likely/least-likely case design (Gerring, 2007). These
countries represent fundamentally different institutional settings with distinct union struc-
tures and divergent inequality trajectories. As shown in Figure 1, the two differed dramati-
cally in their unionization rates. Moreover, Sweden exemplifies the social-democratic welfare
state model, while the United States represents the archetypal liberal welfare state (Esping-
Andersen, 1990). In this framework, Sweden constitutes a most-likely case for observing
union effects (given its high unionization and egalitarian institutions), while the United
States represents a least-likely case. Finding consistent union effects across these divergent
contexts would provide compelling evidence for the robustness of the relationship between
unions and income inequality across different institutional settings.

To estimate the effect of unions on incomes and income inequality, we employ the em-
pirical strategy developed by Acemoglu and Restrepo (2020), using quantile regressions to
examine effects across the earnings distribution. For identification, we adopt the approach
of Collins and Niemesh (2019), who use exposure to national union density to estimate
union effects on state-level inequality. Their approach aligns with a shift-share instrumental
variables strategy, which decomposes local union density into local and national compo-
nents (Goldsmith-Pinkham et al., 2020). The Collins and Niemesh approach represents a
reduced-form version of the shift-share (Bartik) instrument strategy.

We construct our treatment variable by multiplying union density in sector s in year t
by the fixed employment shares in parish (or county) l, then summing across sectors. This
approach captures exposure based on predetermined employment shares from 1910, yielding
a measure of local exposure to unionization that is plausibly exogenous to contemporaneous
local labor market conditions.
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Exposure to unionizationl,t =
∑

Employment shares,l ∗ union densitys,l (2)

We can then estimate the effects this unionization measure has on individual level income:

log(Incomei,l,t) = β0+β1Exposure to unionizationl,t+λ+τ+genderi+skill groupi+εi,l,t (3)

Our main coefficient of interest is β1, which captures the effect of exposure to unionization
on earnings. We include λ as a set of regional fixed effects, τ as a set of year dummies, a
gender dummy, and a categorical variable denoting individuals’ skill group. Conditional
on these controls, our measure of exposure to unionization is largely exogenous to both
observable and unobservable individual characteristics and local labor market conditions.

To examine how union effects translate into changes in inequality, we employ a quan-
tile regression framework that estimates differential effects across the earnings distribution.
If unions exert stronger effects at certain points in the distribution, this will have clear
implications for inequality. We also use HISCLASS to analyze how unions affect different
skill groups, allowing us to identify not only where in the earnings distribution unions have
positive effects, but also which skill categories benefit most from unionization.

Beyond these distributional effects within labor earnings, we view the existence of any
positive union effect on labor incomes as evidence of a broader impact on inequality through
the redistribution between labor and capital. We conceptualize the labor market as im-
perfect, where wage increases from collective bargaining need not reduce employment pro-
portionally due to the existence of economic rents captured by firms (Boeri & Ours, 2021;
Card, 2022). While we acknowledge that union action might reduce employment—and that
in some models unions negotiate higher wages at the cost of lower employment—our frame-
work emphasizes the rent-sharing aspect of unionization (Björklund et al., 2014).

To test our assumption that unions increase the labor share, we expect to observe a
negative effect on capital earnings. The Swedish data allow us to examine this directly,
which we present in Figure 4.

5 Results

5.1 Did unions increase wages?

To ensure comparability, we estimate analogous regressions for Sweden and the United States.
In our baseline specification, as laid out in Equation 3, we pool observations from 1940 and
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1950 and link wages to local unionization. The dependent variable is income measured at
the county level in the United States and the parish level in Sweden. The model includes
fixed effects for year and region, sector-of-employment dummies, and a control for gender.
Exposure to unionization enters in standardized form, as defined in Equation 2; each co-
efficient, therefore, represents the effect of a one-standard-deviation increase in local union
strength.

The point estimate is slightly larger for the United States than for Sweden. A one-
standard-deviation rise in unionization raises an individual’s income by about 6.9 percent
in the United States, compared with roughly 6.1 percent in Sweden. It is of note, however,
that the underlying standard deviation of the unionization measure is nearly twice as large in
Sweden, so the absolute change implied by the Swedish coefficient is correspondingly larger.
In short, although union density was lower in the United States, incremental differences in
local union strength were associated with greater wage gains. These findings do not imply
that Swedish unions lacked bargaining power; they suggest that in a highly centralized
labor movement, such as Sweden’s, local variation has less of an impact than in a more
decentralized setting, like the United States.

Table 2. Baseline Union Effects on Income

(1) (2)
VARIABLES U.S. SWE

Union exposure (Z-score) 0.0692*** 0.0608***
(0.0111) (0.0134)

Constant 5.969*** 6.778***
(0.0552) (0.0611)

Observations 412,235 77,306
R-squared 0.369 0.369
Year FE Yes Yes
Region FE Yes Yes
Union standard deviation 0.06 0.13

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

5.2 Did unions increase wages more for the lowest-paid workers?

The union effect clearly shows that unions mattered a great deal in determining the incomes
and thereby the welfare of individuals in both countries during the middle of the twentieth
century. To understand the role of unions, we now estimate a quantile regression equivalent
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