A The Economic Situation

· When considering whether to join a union, a worker must evaluate the tradeoff between better employment conditions and a higher likelihood of layoffs.

·  From this perspective, a union has the greatest likelihood of success in an economic environment where the firm is least likely to respond to increases in labor costs.

·  Firms that sell goods and services for which there are few substitutes, for example, typically can easily pass on cost increases to consumers and earn higher profits. 

· These firms, which have some degree of monopoly power, usually can best afford to pay the increased costs of the union demands.
