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An ample and engaged workforce is fundamental to economic growth and rising standards of living.
At a personal level, work provides an innate sense of dignity and purpose, and a shared work ethic helps
to build communities and foster a sense of belonging. In short, work is a fundamental component of
human flourishing.

An evolving economy and changing cultural norms have created opportunities for many workers, but also
losses and struggles for others. While real median earnings in the U.S. are higher today' than ever before,
some workers lack opportunities to get ahead, some feel left behind, others lack motivation, and many
families find it hard to achieve their goals. There is no cure-all solution to what is lacking in America’s
labor market and among its workforce, and there is significant contention over the best ways to help more
workers thrive.

To address real and perceived worker struggles, liberals tend to call for greater government intervention
and increased unionization while traditional conservatives emphasize the effectiveness of free markets
and the importance of personal freedom to maximize opportunities and generate rising incomes. And a
new group of capitalism-skeptical “conservatives” seek conservative social outcomes through economically
liberal means.

This paper will consider the role of unions compared to other policies to expand opportunities and pros-
perity for American workers and families.

Overview of the American Labor Market

By many metrics, America’s labor market is strong; unemployment is relatively low and job openings are
high. But total incomes and economic growth are held back by a decline in labor force participation. The
percentage of the U.S. population ages 16 and over who are working is 4.8 percentage points lower today
than at the turn of the 21st century. Much of the decline in employment is concentrated among young men,
including a 7.8 percentage point decline in the employment-to-population ratio of men ages 35 and young-
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er, which translates into 3.2 million fewer young men working today.> Some of the factors contributing to
declines in employment include physical and mental health,® substance abuse and addiction,* increased
government transfers,® and cultural shifts.®

The recent period of low unemployment has failed to produce the same sustained real income gains as in
the 1950s, in part because rising health care costs and other increased worker benefits have reduced real
wage gains. Whereas real median weekly earnings increased only 10 percent between 2001 and 2024, total
compensation, as measured by the employment cost index, increased 93 percent.’

Foundation of Mid-20th Century Worker Power was Built on
Unstable Ground

Lackluster wage gains over much of recent decades have caused many to yearn for the apparent worker
heyday of the mid-20th century, with strong income growth, high unionization, and the ability for a typical
male breadwinner to support a middle-class family. But those seeming glory days of worker power were
artificially inflated by unsustainable union compensation, real sex- and race-based discrimination, the
confines of a non-global economy, and amid very different cultural norms.

For starters, many “good union jobs” were simply not sustainable. Above-market compensation and
union-imposed operational constraints limited many companies’ ability to adapt to increased globalization
and the shift away from manufacturing and towards services. While U.S. manufacturing output continued
to increase even as many manufacturing employers failed, some of those employment losses and resulting
longer-term shifts in U.S. manufacturing might have been avoided if companies had been free to adapt.®

Another common lament related to workers’ compensation is the loss of workplace pensions most often
provided by unionized jobs. Yet, many of the generous union pensions and retiree health benefits that were
so valuable to early generations of workers now function more like Ponzi schemes than secure pensions.’
As of 2020, and prior to taxpayer bailouts, private union or multiemployer pension plans had promised an
estimated $823 billion more in benefits than they set aside to pay,'® and were on track to pay only 41 cents
on the dollar of promised benefits. This is not the result of just a few bad plans; 96 percent of the roughly
11 million unionized workers and retirees with multiemployer pensions are in plans that are less than 60
percent funded." Without taxpayer bailouts—which are currently limited to about 15 percent of union
pension plans—nearly all workers and retirees with private union pensions would receive less than half of
their promised benefits."

Moreover, relatively high median wage growth in the middle of the 20th century was propped up by New
Deal policies that elevated some workers’ wages at the expense of other workers’ jobs, government inter-
vention in production during World War II, and very real employment discrimination against women and
minorities prior to passage of the Equal Pay Act of 1963 and the Civil Rights Act of 1964.

A 2024 report from Scott Winship at the American Enterprise Institute, “Understanding Trends in Worker
Pay over the Past 50 Years,” notes that oft-cited statistics of low or no wage growth are based on selective,
noncomprehensive metrics, and are typically tied to an “unanchored” period in which pay exceeded pro-
ductivity for multiple reasons.” In reality, total worker compensation has closely tracked total productivity,
and compensation differences across industries and firms also correspond to differences in productivity.'*



While economy-wide compensation and productivity closely align, Winship notes that women have expe-
rienced significantly higher compensation growth, with their real median hourly compensation increasing
69 percent between 1973 and 2022, compared to a gain of just 16 percent among men.” As Winship writes,
“Men used to live in a world where their pay got a boost from patriarchal norms; where they dominated
higher-productivity, higher-paying jobs; and where they faced little competition from female labor. The
transition from that world was painful for many men.”*

While the good news is that both men and women have experienced real productivity and compensation
gains since the mid-1990s and their wages are decidedly higher than in the past, workers’ incomes are still
not what they could be and should be.

Can A Labor Union Revival Increase Worker Prosperity?

Labor unions have played an important role in U.S. history. Particularly during the late 19th century and
first half of the 20th century, unions helped workers gain safety and health protections, secure reason-
able wages, and provided them with a previously unheard-of voice in management. Today, labor laws and
a globally competitive economy have largely replaced unions’ traditional value. Yet, many unions have
maintained the industrial-era union model that provides less value to the increasingly educated, transient,
and adaptable workforce. The shift away from lower- to higher-skilled manufacturing jobs"” and more ser-
vice-oriented jobs™ has rendered unions’ one-size-fits-all policies and pay scales ineffective and undesirable
for many workers who want to be recognized for their unique contributions. Consequently, the unioniza-
tion rate in the U.S. declined from a peak of 33.5 percent in 1954 to an all-time low of 9.9 percent in 2024,
including only 5.9 percent unionization among private sector workers."

Unionization Falling, Particularly in Private Sector
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Historically, comparisons of all union jobs versus all non-union jobs show that union jobs pay more than
non-union jobs.?® That wage premium has declined sharply in recent years. Whereas union jobs paid 27.1



percent more than non-union jobs in 2014, they paid just 17.5 percent more in 2024.** Among private-sector
jobs, the union wage premium fell by nearly half, from 20.5 percent in 2014 to 11.2 percent in 2024.*

A better apples-to-apples comparison of jobs within the same industry shows that unions’ wage advantage
has declined in nearly every industry over the past decade.”® In manufacturing, the wage premium is just
1.7 percent, and in wholesale and retail trade, union workers now make 3.4 percent less than non-union
workers. This does not include the additional 1 to 2 percent of workers’ wages that unions take as fees out
of workers’ paychecks.
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These relative wage declines have occurred even as, or perhaps because, unions—predominantly national,
Big Labor organizations—have increased their efforts to use politics and power to gain union members. By
diverting more of workers’ dues to national organizations and focusing more on national causes that are of
little, no, or negative value to many unionized workers (such as social and political causes, minimum wages
and benefits that unionized workers already have, or changes in the law to make it easier to unionize and
harder to get rid of unwanted unions), Big Labor has arguably detracted from what could be the positive
effects of local unions working alongside employers to help workers achieve long-term wage gains.

What Do Labor Unions Do?

Unions’ stated purpose is to represent and protect workers’ rights and interests in the workplace. Due to
exclusive representation laws, this requires unions to represent an entire group of workers who may have
differing interests and desires.

In practice, unions’ primary purpose is to control the workplace, including controlling the supply of work-
ers and controlling all operations related to workers, both of which typically increase employers’ costs and
constrain their operations.*



UNIONS CONTROL WORKERS AND LIMIT THE SUPPLY OF WORKERS.

Due to exclusive representation laws, all workers within a unionized workplace must be represented by
the union and cannot negotiate with their employer on their own behalf. Combined with an exceptionally
difficult process to get rid of an unwanted union, unions have substantial control over workers.

One of the first laws of economics is that when the cost of something increases, demand for it decreases.
Unions drive up labor costs for employers by demanding above-market compensation and imposing rigid
workplace rules, and because employers cannot hire workers outside of the union contract, this results in
fewer union jobs. Higher labor costs also typically translate into higher prices for the goods and services
that workers produce, which also reduces demand for those goods and services. The balance of economic
analysis across all industries finds that unions reduce employment by 5 to 10 percent at newly organized
companies.?

Unions Control Labor Supply, Resulting In

Fewer Jobs and Higher Wages, Lower Output and Higher Prices
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By controlling the supply of workers to manipulate workers’ compensation, unions function like cartels.
While it is illegal for companies to form cartels, it is not illegal for unions to form labor cartels. As James
Sherk explained in “What Do Unions Do: How Labor Unions Affect Jobs and the Economy,” the government
would prosecute Ford, General Motors, and Chrysler if they colluded to standardize automobile production
and increase automobile prices, but union officials who organize and represent the workers of Chrysler,
Ford, and General Motors can collude to standardize automobile production and increase autoworkers’
compensation—both of which affect automobile prices.?®

This is what autoworkers did through the United Auto Workers (UAW) union in America. For decades,
this worked to the benefit of more than a million U.S. autoworkers because, when the only cars Americans
could buy were those produced in the United States by UAW members, the union could impose above-mar-
ket compensation and impede production efficiencies without the threat of competition. But less efficient
production and higher costs meant slower advancement in automobile quality and safety, higher prices and
fewer people able to afford cars, and fewer workers needed to produce them.



When foreign competition entered the market and the UAW prevented the industry from adapting, U.S.
auto production and unionized autoworker jobs fell.”” Domestic auto production today is only 20 percent
of what it was 3 decades ago. And even as total vehicle sales in the U.S. have increased about 8 percent, the
domestically produced share of total vehicle sales fell from 44 percent in 1994 to 9 percent in 2024.%® Were
it not for a taxpayer bailout of the auto industry (in particular, of UAW pensions), the number of shuttered
auto manufacturing plants and lost union autoworker jobs would be even greater.”

Domestically Produced Share of U.S. Vehicle
Sales Plummeted Over Past Three Decades
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Even today, the UAW continues to limit the supply of jobs on both the front and back end. For starters, it
can be hard to get union jobs. Sara Schambers, a “proud fourth-generation Ford autoworker” and current
UAW member explained in testimony at a 2024 U.S. Senate hearing that she has been an autoworker for 17
years but had to spend the first 6 years as a temporary worker before being hired as a permanent worker
with full union benefits.** And union provisions that prevent profitability lead to job losses. Within less
than a year of the UAW strike that resulted in significant compensation increases, the Big Three automak-
ers laid off thousands of workers.

UNIONS REPLACE INDIVIDUAL VOICES AND DIRECT RELATIONSHIPS WITH A
COLLECTIVE VOICE AND EXCLUSIVE REPRESENTATION.

When a workplace becomes unionized, it severs the direct relationship between workers and management.
Instead of workers negotiating their compensation, schedule, and job duties with a manager, and their rais-
es and promotions being determined based on their performance, the union single-handedly negotiates the
pay and promotion scales, the benefits packages, the schedule rules, and job duties for all workers.

UNIONS PREVENT MERIT-BASED PAY.

Unions typically replace merit-based pay and promotions with seniority-based determinations. While
this system works well for workers with longer tenure, it can unjustly penalize newer, industrious work-



ers, as well as those with priorities that differ from the union’s, such as a parent who wants or needs a
part-time schedule.

This was the case for two dozen hardworking employees at Giant Eagle grocery store in Edinboro, Penn-
sylvania who had their raises revoked by the union that represented them. The union opposed the raises
because the employer—not the union—decided to give them to the workers. Although the union won its case
because its contract gave the union control over workers’ wages, the Judge noted that the union’s actions
were “causing harm to its own members.”*

Preventing merit-based pay hurts far more people than it helps, including entire companies’ success. That
is because economic studies find that merit-based pay increases productivity by 6 to 10 percent, and pro-
ductivity is what drives wage growth.*

UNIONS INTERVENE IN DAILY OPERATIONS.

Unionization can feel like a hostile takeover because a union’s intervention into everything workforce-re-
lated can significantly alter a company’s operations. In many unionized workplaces, union officials have
more control over the company’s day-to-day operations than the owner and managers.** Many of unions’
dictates are tedious and their constant oversight can prevent managers from achieving productive and
positive workplaces.**

For example, a former manager of a unionized workplace told of an instance in which he picked up a zip
tie from the floor that one of his employees had dropped from the platform above. The union representa-
tive who was monitoring the floor wrote him up for taking work away from a unionized employee. That
harmless violation of the union contract later served as leverage for the union to get a worker reinstated
after she was fired for being intoxicated at work and injuring a manager while operating heavy machinery.

UNIONS CREATE ADVERSARIAL RELATIONSHIPS.

Employers and employees are naturally in business with one another—not against one another. If a com-
pany does well, it can increase wages and add jobs; if a company does poorly, it will have to reduce wages
and cut jobs. Yet, unions thrive on adversarial relationships and strong-arm tactics that pit workers and
employers against one another. Once a workplace is organized, workers are prohibited from communicat-
ing directly with their managers regarding things like suggestions, concerns, or personal requests, and
workers are generally taught to view management as the enemy. That includes union campaigns’ dehu-
manizing strategy of using a 10-foot inflatable rat to depict management and anyone else who does not
toe the union line.* This is destructive to workers’ and employers’ shared success and creates hostile and
disrespectful workplaces.

UNIONS REDUCE INVESTMENT, MODERNIZATION, AND GROWTH.

Unions often prioritize short-term, tangible gains over investments that lead to long-term success and wage
gains. Studies find that unionization causes companies to reduce investment by roughly 10 percent to 30
percent.*® One study that examined firms’ investment before and after unionization found that the reduced
investment effect of unionization was equivalent to a 33-percentage point increase in the corporate tax.”’

An example of unions’ short-sighted protectionism comes from the International Longshoremen’s Asso-



ciation union, with its president claiming that automation is an existential threat to union members
and maritime employees.*® At California’s ports, the International Longshore and Warehouse Union have
successfully fought against automation in an attempt to protect their unionized workers jobs, which av-
erage $233,000 of earnings per year.” This fight against progress is based on the mistaken notion that
automation will reduce jobs at ports, but a 2022 study commissioned by the Pacific Maritime Association
concluded that, “Increasing automation will enable the largest West Coast ports to remain competitive,
facilitate both cargo and job growth, and reduce greenhouse-gas emissions to meet stringent local envi-

ronmental standards.”™°

The ILWU responded by noting that while ports that automated increased jobs, some of those jobs came at
the expense of nearby ports that did not automate. That is precisely the case in point. Companies will ship
to the ports that are the most efficient—even if that means longer shipping routes. California’s two largest
ports ranked among the lowest in the world, with Los Angeles at number 336 and Long Beach at number
346, out of 348 in total, and the efficiency report noted that the California port scores were propped up by
the fact that some deliveries that would have been unloaded there waited so long that they were rerouted
and thus some of the least-efficient deliveries were not ever included in the ports’ records.*

While we cannot comprehend the positive benefits of automation that has not yet occurred, just imagine
if the implementation of automated tolls had been blocked to protect the jobs of toll-booth operators. Not
only would Americans be spending hundreds of thousands more hours per year idling in traffic, but all of
those better-paying, automated toll system jobs inside climate-controlled offices would not exist.

Technology makes workers more productive, and automation creates as many or more jobs as it eliminates,
while also reducing prices and saving time for consumers across the economy. Companies that fail to inno-
vate will lose out to those that do, and unions that oppose automation will lose more jobs than they save.

UNIONS HINDER FLEXIBILITY AND RESPONSIVENESS.

Union contracts typically span a minimum of 3 years. These contracts lock employers into a rigid cost
structure and inflexible operations. Those restrictions were particularly harmful during the COVID-19
pandemic as companies had to respond to forced closures, implement new safety procedures, enable re-
mote work capabilities, and alter their operations.

Non-unionized companies could communicate with and respond to their employees’ concerns and needs.
For example, the then non-unionized Volkswagen plant in Chattanooga, Tennessee sent workers text mes-
sages asking them about how they were feeling about proposed return to work plans and providing the
opportunity for them to respond to specific questions. And while private schools with non-unionized teach-
ers quickly implemented new safety measures and reopened, teachers’ unions pressured public schools to
remain closed—which many did for more than a year, to the detriment of potentially lifelong consequences
for their students.

Union restrictions also made it harder for companies to respond to increased demand and worker shortag-
es. In 2022, American Airlines tried to address its pilot shortage by offering current pilots an opportunity
to earn additional money, on their days off, by participating in the training of new pilots. The pilots’ union
sued American Airlines because the union contract did not specify that it could offer additional hours and



income. The result: fewer jobs for pilots and supporting airline staff, more disruptions and higher costs for
travelers, and likely more demanding flight routes for pilots.

The multi-year contract structure of unions also prevented unionized workplaces from responding to rising
compensation trends. Between 2019 and 2024, non-unionized workers’ pay increased 5.8 percentage points
more than unionized workers’ pay (non-unionized pay increased 27.6 percent, compared to 22 percent for
unionized workers).*?

Would Greater Unionization Increase Workers’ Prosperity?

President Lincoln famously stated, “a house divided against itself cannot stand.” This goes for workplaces
as well. Workers and employers are in competition together, but unions often upend that natural relation-
ship and pit workers and employers in competition against one another. Instead of focusing on ways that
collective worker organization can help workers and employers—like training workers in new technologies,
and incentivizing productivity through performance-based bonuses—unions often focus on dictating the
operations of businesses and the compensation of workers. This is increasingly true of national, Big La-
bor organizations that seem more focused on lobbying politicians to change the laws to make it easier for
unions to extract dues from more workers’ paychecks than on delivering meaningful value so that more
workers willingly join and pay union dues.

UNIONS SPECIALIZE IN REPRESENTING WORKERS, NOT RUNNING BUSINESSES.

Top-down, command-economies always produce inferior results because bureaucrats and politicians can-
not set output and prices better than the people who make and consume those products. Similarly, union
officials cannot understand business operations better than the people who built their businesses, and
union officials cannot understand any one worker’s circumstances and preferences better than the worker
himself. Thus, union intervention typically increases costs and creates inefficiencies.*> A study that exam-
ined the impact of unionization on stock market prices estimated that unionization caused a 10 percent
to 14 percent decline in company value.** Declining values generally lead to fewer jobs and lower worker
compensation in the long-run.

SUPER-SIZED SECTORAL BARGAINING WOULD RESTRICT AMERICAN INGENUITY
AND PRODUCTIVITY.

Sectoral bargaining is a form of super-sized unionization whereby a union controls the wages and working
conditions across an entire industry, such as trucking or auto manufacturing, instead of within one compa-
ny.* For example, if the U.S. imposed sectoral bargaining across the entire auto industry, all non-unionized
car manufacturers would have to follow complex and rigid union compensation scales and workplace rules.
This would upend the way they do business, almost certainly causing some to go out of business entirely
and causing those who stay in business to raise prices and likely scale back production.*® The inability of
employers to use higher compensation to incentivize innovation and reward productivity would result in
less of both. Moreover, sectoral bargaining would create a barrier to entry for new companies. All business-
es start out small and typically cannot pay their workers as much as bigger businesses until they become
bigger businesses themselves. But if they are not allowed to pay lower wages when they first start out, they
will not start at all. Sectoral bargaining would also limit workers’ ability to improve their compensation
and career trajectories by taking a new job with a competitor (because compensation would be uniform



throughout the sector). In short, sectoral bargaining would suppress competition and stifle innovation,
which would hurt workers and consumers alike.

UNIONS ACTIVELY DRIVE OUT SMALL BUSINESSES AND
INDEPENDENT WORKERS.

Unions’ profitability is directly related to businesses’ size, which is why union organizers typically target
big corporations that employ hundreds or thousands of workers. In an effort to force more workers into
big business jobs, Big Labor has been using its money and political power to try to outlaw small business
models and independent contractor jobs that cannot be easily unionized.**®

Big Labor’s assault on independent contractors threatens more than 60 million Americans who perform
independent work, as well as small businesses that disproportionately rely on independent contractors to
compete with big businesses.*” A California law limiting independent contracting, which is similar to what
the Biden-Harris Administration imposed in 2024,°° was estimated to reduce self-employment by 10.5 per-
cent and total employment by 4.4 percent.*

GOVERNMENT ACTIONS TO TIP SCALES IN FAVOR OF UNIONS HAVE CONSE-
QUENCES FOR WORKERS.

Historically, while unions work to extract as much as they can out of companies, they have often been will-
ing to make concessions to avoid bankruptcy. Now that the federal government has forced taxpayers to bail
out the unionized auto industry,* forced taxpayers to bail out failed union pensions,* and the Biden-Harris
Administration pursued a “Whole of Government” approach to increasing unionization,** the strategy of
unions—in particular, the “Big Labor” movement—may be changing to the detriment of individual workers.

Whereas a single, unaffiliated local labor union representing workers at one company necessarily will fo-
cus on the needs and desires of its workers, National Big Labor unions that represent workers across many
industries and employers increasingly focus on obtaining money and political power and are sometimes
willing to sacrifice the wellbeing and livelihoods of their own members if it expands their influence.

In 2012, new owners of the beleaguered Hostess Brands were trying to prevent the company from bank-
ruptcy. One of the company’s challenges was significantly higher labor costs than its competitors. In ex-
change for wage and pension cuts, the owners offered workers a 25 percent ownership stake in the business
and representation on the board. But the Bakery, Confectionery, Tobacco Workers, and Grain Millers In-
ternational Union refused the offer and ordered its workers to strike. Despite Hostess revealing its books
warning that the strike would bankrupt the company, the union continued the strike. Hostess filed for
bankruptcy and more than 18,000 Hostess employees lost their jobs.

In 2023, another struggling company, Yellow Trucking, was trying to turn things around with a modern-
ization plan it had already successfully implemented in its west-coast operations. One of the efficiencies
included in the plan required the union to sign off on allowing 600 utility truck drivers to sometimes
perform dock work when they would otherwise have been idle on the clock. The Teamsters union object-
ed to that and other changes and refused, for eight months, to negotiate with Yellow, claiming that it was
too busy with its UPS negotiations. Without even presenting Yellow’s offer to truckers—which included a
large pay increase—Teamsters’ President Sean O’Brien seemingly decided that, after 99 years in operation,



Yellow Trucking did not deserve to exist. Using his @TeamstersSOB account on “X,” O’Brien posted an im-
age of a cemetery headstone with “Yellow 1924-2023” on it.>®> When questioned about his actions that cost
30,000 Yellow employees—including 22,000 union workers—their jobs, O’Brien said, “Sometimes a bad job
isn’t worth it anymore.” Unfortunately, because exclusive representation requires those 22,000 unionized
workers to allow a national union leader to speak on their behalf, they never had a say in whether or not
their jobs were worth it anymore.

Instead of standing up for and representing workers, the actions of some national Big Labor union leaders
are silencing the voices of tens of thousands of workers in exchange for personal power and influence.

If Not Big Labor, What Can Increase Worker Prosperity?

Labor unions played an important role, historically, in the U.S. by securing important health and safety
protections. With unions’ original demands and countless additional labor regulations now codified in law,
unions’ roles have shifted. While some unions continue to provide valuable services to workers—like educa-
tion and training to keep pace with evolving technology and practices—most unions have failed to adapt and
do not deliver services that workers believe are worth the dues that unions extract from their paychecks.

At the heart of worker prosperity is worker productivity. Renowned—and now 94-year old—economist
Thomas Sowell was asked what advice he would give to young African Americans today on how to make
something of themselves. Sowell’s response:

The way anybody else would—you equip yourself with skills people are willing to pay for.*®

That simple directive, “equip yourself with skills people are willing to pay for,” is the crux of worker pros-
perity. No elite idea, government program, or union coercion can deliver worker prosperity; the only way
for workers to achieve lasting income gains is by becoming more productive. And the only way that workers
can become more productive is through education, experience, and access to capital—like equipment and
technology—that increases their capabilities.

While many workers feel like they have been left behind, are struggling to get ahead, or that they lack a
meaningful voice in the workplace, there is tremendous potential for a brighter, more prosperous future.
Better labor organizations rooted in worker freedom, alongside a reduction in government-imposed barri-
ers to education, employment, and rising incomes can enable more Americans to flourish.

Alternative, Voluntary Labor Organizations

There is strength in numbers and workers can benefit by banding together to achieve their shared goals.
There is also strength in unity, and workers and employers can achieve more when they are working direct-
ly together towards shared success than when they are pit against one another by a middleman.

So how can workers and employers have more communications with, and investment in, one another? The
solution is voluntary engagement, absent the strong arm of unions. Workers should never be forced to pay
for services they do not desire, nor should they be prevented from choosing their own representation or
negotiating on their own behalf with their employer. Likewise, employers should not have to succumb to
micromanagement by an outside organization to meet worker desires.



The following models offer ways to improve upon employee and employer relations, for workers’ voices to
be heard, and for both workers and employers to grow and succeed:

WORKER-CHOICE ARRANGEMENTS.*

The union exclusivity model is flawed for workers and unions alike. It forces workers in unionized work-
places to give up their rights to negotiate directly with their employers and forces them to accept the
union’s representation. This is especially problematic because 95 percent of union members never voted for
the union that represents them.*®

Meanwhile, exclusive representation poses a free-rider problem for unions that have to represent all work-
ers even if they choose not to join and pay the union.” States, on behalf of their public employees, and
Congress, on behalf of private-sector workers, could free unions from the so-called free rider problem by
enacting worker-choice models where unions still bargain collectively, but only on behalf of the members
they represent.®® Workers who want the benefits of the union would have to pay union dues, and those who
do not could choose their own representation. Unions could even allow workers to pick and choose the ser-
vices they want to contract with the union to receive.

PROFESSIONAL WORKER ORGANIZATIONS.®!

Workers do not have to be employed by the same company or even in the same field of work to unite around
common interests and pool resources to secure benefits or to share best practices. The Association of Inde-
pendent Doctors is a professional organization that gives independent doctors who previously lacked orga-
nization and combined power a collective voice and the ability to pool together to obtain lower-cost health
insurance. Another organization, the dues-free Freelancers Union has attracted nearly half a million work-
ers across very diverse professions and wide income ranges by providing things that workers value, such
as education, insurance benefits, and advocacy for their rights and interests. An advantage of professional
organizations is that workers can take their benefits with them from one job, contract, or gig to another.

EDUCATION AND CERTIFICATION.

As technology and trade continue to alter the workplace, unions or worker associations could provide valu-
able education and voluntary certifications to help prepare workers for changes within their own career or
help them to gain the skills and experience for a new type of work. Some unions do provide valuable work-
er training, which could be expanded by linking up with other, non-unionized companies and education
programs to expand workers’ access to opportunities. This would be particularly beneficial for workers in
declining industries who could learn new skills to increase their income opportunities and reduce their
risks of unemployment.

Certifications from worker or industry organizations can also improve workers’ job options by serving as a
trusted measure of knowledge and experience. If coupled with the removal of unnecessary occupational li-
censing standards, optional certifications could increase job opportunities and incomes by providing effec-
tive signals of workers’ capabilities without blocking entry to employment for non-credentialed individuals.



REPRESENTATION SERVICES.

Unions tend to focus most on workers’ wages and benefits, but the typical seniority-based structure that
unions impose is not well-suited for the increasingly diverse range of positions, skills, and expertise at
many workplaces. Moreover, as the workforce is increasingly mobile, the defined benefit pensions that
make up a significant portion of union-negotiated compensation are of little or no value to many workers
who do not stay in a job long enough to become vested in a pension system.

To remain relevant to a more varied and mobile workforce, unions could provide more narrow services,
such as setting minimum salary requirements while still allowing individually-negotiated compensation.
This is the type of structure that the Major League Baseball Players Association provides, for instance.

Reducing Government Barriers to Worker Prosperity

Work is essential for life and for well-functioning societies; thus, governments have a role in supporting
work. Not surprisingly, countries with the most work opportunities are the most productive, prosperous,
and free.

For a variety of reasons, including both individual and societal, not everyone has equal work opportuni-
ties. There are no cure-all solutions to these inequities, and there is significant contention over the best
ways that society or governments can improve work opportunities and outcomes, including whether gov-
ernment intervention is necessary at all. Historically, countries in which lawmakers seek to micromanage
the economy and labor market have produced worse outcomes for workers’ well-being and freedom; for
example, the centrally planned economies of Cold War-era Eastern Europe had significant underutilization
of resources and 38 percent lower GDP per worker than the predominantly market economies of Western
Europe, and they ultimately failed.®

While the U.S. has a predominantly market economy, government policies still restrict workers’ oppor-
tunities across all walks of life—from limited primary education options®® to excessive and skewed higher
education subsidies, detrimental labor laws, personal rights restrictions, and excessive taxes on workers
and employers.®* These interventions create barriers to workers becoming more productive, and increased
productivity is the only lasting way for workers to become more prosperous.®

The following policies would help enable rising incomes, expand work opportunities, and support
human flourishing.

MAKE WORK PAY.

The government’s current tax and redistribution structure tips the scales away from work and towards wel-
fare. In 2024, the federal government spent $3.6 trillion in transfer payments, representing over $27,000
per household and nearly $3 out of every $4 the government collected.®® High amounts of transfer pay-
ments make it easier for people to not work and they also require high levels of taxes on workers, which
reduces the return to work. By reducing transfers and taxes, policymakers would make work pay more and
not working pay less. When work pays more and not working pays less, people will tend to work more and
consume less in government transfers.®’



REVIEW AND ELIMINATE UNNECESSARY OCCUPATIONAL LICENSURE LAWS.

In theory, licensure laws protect the public from unqualified or unscrupulous practitioners. In practice,
many state licensure schemes act as cartels that protect incumbents from competition.®® Licensure laws
are especially harmful to younger and lower-income individuals and the more than 1 in 4 American adults
who have a criminal record.®® Requiring people to pay hefty fees and attend dozens or hundreds of hours
of training before they can legally become barbers, bartenders, ballroom dance instructors, florists, or
hair braiders limits work and income opportunities and drives up costs for consumers. State policymakers
should eliminate licensure laws that are not necessary to protect consumers and provide licensure reci-
procity to make it easier for licensed professionals to move across state lines.”

ALLOW INDEPENDENT WORK OPTIONS.

Increasingly, many Americans want or need more flexibility than a traditional 9-to-5 job provides. And
economic studies show that flexibility increases the number of people who can work, as well as the hours
that people work and the incomes they earn.”” More than half of the 64 million Americans who perform
freelance work say that they are unable to work in a traditional job because of their personal health or
their family caregiving needs.”” A Biden Administration rule that took effect on March 11, 2024, could
drastically restrict independent work opportunities.” A similar rule in California was estimated to reduce
self-employment by 10.5 percent and total employment by 4.4 percent.” Congress should protect the right
of individuals to work independently and eliminate regulatory flip-flopping by establishing a bright-line
test, consistent across all federal laws, to determine who is an “employee” and who is an “independent
contractor,” based primarily on how much control an employer exerts over a worker and with deference to
workers’ preferred classifications in cases of ambiguity.”

DO NOT OUTLAW SUCCESSFUL BUSINESS MODELS.

The franchise business model reduces barriers to entry for small business owners by providing a known
brand along with a network of support and training for new franchise owners. It is increasingly attractive
to minorities and women, who account for a rising share of franchise ownership. Without the franchise
model, 39 percent of female franchise owners say they would not have been able to own their business.”
Because it is not easy to unionize workers at each individually-owned franchise, unions have successfully
lobbied government officials to push for a change in the definition of a “joint employer” to make it easier
to unionize workers. Such a change would upend the franchise model.”” Congress should codify a rational
joint-employer definition based on the level of direct and immediate control an employer exercises.”

EXPAND APPRENTICESHIP PROGRAMS BY ENDING THE
GOVERNMENT MONOPOLY.

Apprenticeships are a proven alternative to degree programs, and a 2017 study estimated that the number
of occupations commonly filled through apprenticeships could nearly triple, that the number of job open-
ings filled through apprenticeships could expand eightfold, and that the occupations ripe for apprenticeship
expansion could offer 20 percent higher wages than traditional apprenticeship occupations.” Yet, the Biden
Administration cancelled new and expanding Industry-Recognized Apprenticeship Programs, proposed an
apprenticeship regulation that prohibits two-thirds of existing Registered Apprenticeship Programs (which
was abandoned at the end of its administration), and issued an executive order that will discourage com-



panies from enacting their own, non-government-registered apprenticeship programs.*® Congress should
promote apprenticeship expansion across more industries.*

REDUCE GOVERNMENT SPENDING.

The more that the government spends, the less that individuals can spend out of their own earnings. The
surge in deficit-financed federal government spending since 2020 undoubtedly reduced labor force par-
ticipation, fueled inflation, and resulted in real income losses.®* Current federal government spending is
unsustainable and it is mathematically impossible to simply tax the rich.** As Brian Riedl of the Manhat-
tan Institute noted, “even 100% tax rates on million-dollar earners would not come close to balancing the
budget, and seizing all $4.5 trillion of billionaire wealth—every home, car, business, and investment—would
merely fund the federal government one time for nine months.”®* Congress must immediately reverse re-
cent spending explosions, and reform America’s entitlement programs so that current and future genera-
tions of workers do not have to surrender more than half of what they earn to finance their government.

ALLOW PEOPLE TO KEEP MORE OF THE INCOME THEY GENERATE.

When employees and employers can keep more of what they earn, they will work more and invest more,
leading to more jobs and higher productivity. The Tax Cuts and Jobs Act (TCJA) not only allowed workers
to keep more of their earnings; it also enabled employers to make investments that led to more jobs and
higher wages. A 2021 Heritage Foundation analysis found that the TCJA resulted in annual wages of more
than $1,400 above trend.*® The most efficient tax structure to maximize output and earnings is one that
has a broad base (few exemptions and deductions), a low rate, and which does not double tax investments
that boost productivity and wages.*

ELIMINATE SOCIAL SECURITY’S RETIREMENT EARNINGS TEST.

Social Security’s misunderstood earnings test is perceived by workers as an additional 50 percent tax
on their earnings-leading to marginal tax rates as high as 84 percent-which causes people to work less,
and thus earn less, than they otherwise would.*” Policymakers should eliminate this outdated, paternal-
istic, and economically detrimental policy so that older Americans are not discouraged from working and
earning more.

REDUCE REGULATIONS TO FREE UP RESOURCES FOR MORE PRODUCTIVE USES.

When entrepreneurs face fewer barriers to entry, they create more jobs. And when businesses do not have
to comply with costly and unwarranted regulations, they have more resources to devote to raising wag-
es, and educating and promoting workers. A forthcoming analysis by colleagues of mine at the Heritage
Foundation and Economic Policy Innovation Center finds that a freeze in regulations for 10 years increas-
es forecasted gross domestic product by 1.8 percent and also reduces the price level by an average of 0.6
percent per year and by 5.7 percent over 10 years. A reduction in the current level of regulation—such as
President Trump’s “Unleash Prosperity Through Regulation” Executive Order that calls for identifying 10
regulations to eliminate for each new regulation issued—would have roughly twice as big of an impact on
gross domestic product.®® These positive impacts from reduced regulations translate into higher wages and

greater purchasing power for workers.



REMOVE BARRIERS TO PAID LEAVE.

A flexible schedule and paid leave are valuable for virtually every worker; and for some workers, they are
essential. Simply removing the federal government’s current prohibition against private employers offering
their workers the choice between overtime pay and overtime “comp time”—something that many pub-
lic-sector workers enjoy—would allow more lower-income and hourly workers to have the choice of accruing
paid time off.%

REMOVE BARRIERS TO FLEXIBLE WORK.

Many people want a little more flexibility in their schedule than a strict 9-to-5 job provides. Both the
Obama and Biden Administrations attempted unsuccessfully to impose a drastic increase in the overtime
threshold beyond which employers have to track salaried workers’ hours and pay them overtime—a move
that would have caused employers to convert salaried workers to hourly workers with little or no flexibil-
ity or remote work options. Although those large increases were found unlawful, a future administration
could pursue an increase that would inadvertently result in lost flexibility, lost benefits, less predictable
paychecks, and lower total compensation.’® Congress should amend the Fair Labor Standards Act to either:
1) clarify that it did not intend for the Department of Labor to create a salary threshold, or 2) specify what
level of salary threshold it intends.

ALLOW ACCESSIBLE, AFFORDABLE, AND PORTABLE WORKER BENEFITS.

The average worker will change jobs 12 times throughout his career, but no one wants to roll over his
401(k) plan or change health insurance 12 times. To expand portable benefit options, policymakers should
equalize the tax treatment of employer-provided and privately-purchased benefits such as retirement sav-
ings and health and disability insurance. And to make it easier for all Americans to save for any purpose,
policymakers should enact Roth-style Universal Savings Accounts.”

ENABLE BETTER CHILDCARE OPTIONS.

Childcare is critical for parents of young children who want or need to work, but it needs to be the type
of care that parents want. Congress should remove an unintentional barrier in the Fair Labor Standards
Act that makes it harder for businesses to offer childcare benefits,”* should expand options for low-income
families by making Head Start benefits portable,”® and should enable more part-time and in-home care by
creating a safe harbor for individuals who want to be independent contractors instead of household em-
ployees.”* Additionally, state policymakers should remove unnecessary licensing requirements, which have
contributed to a roughly 50 percent decline in the number of in-home childcare providers between 2005
and 2022.%

PROTECT UNION-MEMBERS’ PENSIONS.

Roughly 12 million workers and retirees belong to multiemployer or union pension plans that, as of 2020,
had accumulated $823 billion in unfunded promises, and were on track to be able to pay only 41 cents on
the dollar.”® While a taxpayer bailout will temporarily prevent benefit cuts for about 15 percent of these
workers and retirees, millions of workers and retirees stand to receive mere pennies on the dollar in prom-
ised benefits. Congress should protect union-members pensions by applying the same rules and regulations
to union pensions as to non-union pensions.”’



PRIORITIZE WORKERS’ CHOICES ABOUT UNIONIZATION.

Congress should prioritize workers’ choices and respect unions’ resources by simultaneously ending forced
unionization and exclusive representation laws. This would allow more workers the option of joining a
union and would eliminate unions’ “free rider” problem.”®

PROTECT WORKERS’ RIGHTS.

Recent regulatory actions and National Labor Relations Board decisions have trampled basic workers’
rights, including their privacy, their right to vote in a secret ballot election, and their protection from
harassment. Lawmakers should ensure basic rights for workers, such as: requiring workers’ consent to
use their union dues for political purposes; ensuring workers have access to a secret ballot union election;
allowing individuals to opt out of having their personal information shared with union organizers; and al-
lowing workers to receive raises or bonuses beyond what the union contract specifies.*

Conclusion

Even as the U.S. labor market is relatively strong, some workers have been left behind by economic and
societal changes. It can be tempting to try to bring back what many view as the ideal labor market of the
mid-20th century through government laws, and increased unionization. But unions’ chief tactics include
limiting the supply of workers and impeding the production of goods and services, both of which reduce
workers’ compensation and output in the long-run. Moreover, whereas small, local unions often work pro-
ductively with management in ways that benefit workers, national Big Labor unions often put politics and
power above the interests of workers they are supposed to represent.

Ultimately, legal constraints—whether through union contracts or government mandates—cannot make
workers more productive or increase companies’ output. Instead of attempting to enact new laws and reg-
ulations, policymakers should eliminate existing government-imposed barriers to education, work, and
rising incomes; and protect workers’ freedom to join a union or to not join a union and to instead represent
themselves in the workplace. Similarly, unions should forgo tactics that have contributed to the decline of
unionized industries and limited unionized jobs and instead focus on responding to workers’ desires and to
employers’ needs in ways that lead to shared success.

Rachel Greszler is a Visiting Fellow in Workforce at the Economic Policy Innovation Center.
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