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ABSTRACT

This paper sets up a Nash bargaining model to examine how the
bargaining power between a labor union and firms affects the extent of
import penetration in the domestic market. We then use the US
manufacturing industries in 1982 and 1987 as a case study to test the
hypothesis derived from the theoretical model. We show that as trade
barriers or the union power increases, the extent of import penetration
will significantly decrease. However, whether the union is wage-oriented
or employment-oriented is not significantly different. Moreover, the
degree of market imperfection and the market size have no signigicant
effects on the extent of import penetration.
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