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Research Question: Study presence and consequences of oligopsony power

and collective bargaining for K-12 Teachers in Pennsylvania

Why is this interesting?

« Teachers have specialized skills, but are almost entirely employed by
locally monopolistic school-boards: oligopsony power.

e Galbraith (1954) talks about the \countervailing" power of labor unions in
the presence of monopsonistic employer.

= Unions are prevalent across the world (40 percent of Quebec’s labor
force), as is collective wage setting across sectors (Germany), and in the
public sector (33 percent in US).

What we do

e Use detailed microdata on all teachers and schools in Pennsylvania.
< Nash-in-Nash Bargaining model with externalities applied to the labor

market.
e Use estimated model to simulate:
1. Efficiency of Unions.
2. Equilibrium labor market outcomes without teacher unions.
3. Outcomes where union negotiates one schedule for entire state - Sectoral
Bargaining.



Oligopsony and Collective Bargaining Model



The Setting: Public Schools in Pennsylvania

e 499 School Districts and 245 Charter Schools in Pennsylvania | over 90%
teachers in School Districts.

< School Districts and Teachers Unions negotiate a collective agreement.
Few unions in charter schools.

» Salaries are schedules based on experience and degree alone.

« Salaries vary tremendously between districts: Lower Merion ($100,000)

versus North Star ($48,000). This is also true locally (Philly SD $69,000
next to Lower Merion).






Monoposony Distortion
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Bargaining Distortion
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1. Nash-in-Nash Bargaining between Schools and Local Teachers Unions on
wage (Wage Setting).

2. School Districts make o ers to teachers conditional on negotiated wages.
This combine the Medo Model and allowing for wages to be too high to
clear the market (Hiring).

3. Teachers decided whom to work for (Labor Supply).



Preliminary Evidence



Preliminary Evidence on Bargaining and oligopsony

1.
2.
3.
4.

Institutional Features.

Oligopsony distortion.

Charter versus Public School Districts
Bargaining and Wage Dispersion.



Institutional Features

Teachers are about 1% of the labor force.
Teacher training is required for a speci ¢ task.

Government Dominant Employer.

Eal I A

Uniform wage schedule based on years of experience and masters degree:
no wage discrimination issues. We know what a teacher would make in
any job.



Average Salaries Vary Across Districts

2017-2018 Average Salary By School District
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