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4  Path to Prosperity 

As the new administration and Congress consider steps to 
lift the U.S. economy out of the economic crisis, analysis 

of America’s previous recoveries since World War II shows that 
sustained economic success over time comes when rising wages, 
rather than debt, drive consumer spending – and when there is 
shared prosperity rather than concentration of wealth. Restoring 
the freedom of workers to form unions through the Employee 
Free Choice Act will play a central role in building a strong 
middle class to drive the next era of American economic strength.

The economic crisis facing the United States today is the worst 
since the Great Depression.
•	 More than 1.2 million workers lost their jobs from September to 

November 2008. Millions more are expected to lose their jobs in 2009, with 
unemployment that could exceed 9 percent. 

•	 Workers’ wages are stagnant–increasing just 0.2 percent from March 2001 to 
September 2008.

•	 Household debt hit record levels in 2007, averaging 129 percent of disposable 
income.

•	 One in 11 mortgages is delinquent or in foreclosure.

Visionary American leaders enacted policies in response to previous 
crises—such as the freedom to form unions—to provide working 
Americans a road to long-term opportunity.
•	 The National Labor Relations Act (NLRA), or “Wagner Act,” gave workers 

the freedom to form unions and bargain over wages, benefits and working 
conditions with employers.

•	 One-third of all American workers joined unions and shared in economic 
progress between 1947 and the early 1970s, one of the most prosperous 
periods in U.S. history.

•	 Between 1947 and 1973, median family income more than doubled, 
productivity grew 2.9 percent a year, America’s economic output nearly 
tripled and income inequality declined.

Executive Summary
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The recession of 1973–74 marked the start of sustained assault on 
workers’ ability to form unions and negotiate with employers for 
shared success. Slower economic growth and increased income in-
equality characterize this period as well. 
•	 The number of workers in unions fell precipitously since the early 1970s, when 

more than one-third of all workers formed unions, to just 7.4 percent of private-
sector workers today.

•	 Real average weekly earnings for private production and nonsupervisory 
workers fell 6.5 percent from 1973 to 2005. Median family income, which 
doubled in the prior 25-year period, grew just 22.5 percent.

•	 CEO pay skyrocketed from 27 times more than worker wages in 1973 to 344 
times higher today.

•	 Wealth concentrated into fewer hands, with the richest 10 percent of Americans 
getting nearly 50 percent more of the country’s income in 2006 than they 
received in 1973.

The debt-fueled economic growth of the latest business cycle—which 
has turned into the widespread disaster we face today—reveals the 
inherent weakness of an economy built on low wages rather than 
shared prosperity. 
•	 Faced with stagnant wages and declining purchasing power, workers in today’s 

economy took on increasing debt to maintain living standards. 
•	 Real median household income was $1,175 less in 2007 than it was in 2000, while 

each family spent more than $4,600 more for basic expenses (e.g. gas, mortgage, 
food, and healthcare).

Corporate CEOs and politicians hostile to the middle class have de-
prived working Americans of an effective tool to create shared pros-
perity—the freedom to form unions. 
•	 The NLRA, originally intended to help workers form unions, is used today to 

hinder such efforts.
•	 The U.S. House Committee on Education and Labor declared that “the 

ineffectiveness of the NLRA has put workers’ fundamental freedoms at risk. 
These developments have spurred a human rights crisis with real economic 
consequences for America’s middle class.”

•	 Corporate CEOs routinely harass and intimidate workers who attempt to form 
unions: 49 percent openly threaten to close the worksite; 51 percent use bribery 
or favoritism to undermine union supporters; and 91 percent force employees to 
attend intimidating meetings with their supervisors.
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The Employee Free Choice Act will help rebuild the middle class by 
allowing more Americans to share in the success of their compa-
nies and the economy.
•	 Workers in unions earn 14 percent higher wages than workers who are not, 

are 28 percent more likely to have health insurance, and 54 percent more 
likely to have a pension. 

•	 The economic advantage for workers of color is even greater. African 
American workers in unions earn 18 percent more than their nonunion 
counterparts, while Latinos earn 22 percent more. 

•	 Unions help all workers, not just union members, as nonunion employers 
often attempt to match union pay and benefits to help recruit employees.

•	 The Employee Free Choice Act restores the original intent of the law and is 
based on the recommendations of the Republican-led Dunlop Commission, 
which President Clinton appointed in 1993 to review the state of labor-
management relations. The legislation:

•	 Requires that employers accept workers’ decision to form a union 
through majority sign-up or through an election, as the National Labor 
Relations Act did from 1935–1974. 

•	 Provides workers and employers optional access to commonly used 
mediation and binding arbitration when an initial agreement cannot be 
reached. 

•	 Toughens penalties against companies that violate their workers’ rights. 

The Employee Free Choice Act would strengthen millions of  
American families economically, and do so far more effectively 
than other commonly used policies. 
•	 New research from the Economic Policy Institute estimates that if 5 million 

service workers join unions:
•	5 million workers would get a 22 percent raise on average, or an 
	 additional $7,000 a year;
•	 ���$34 billion in total new wages would flow into the economy;
•	900,000 jobs would be lifted above the poverty wage for a family of four 
	 ($10.22/hr); and
•	Between 1.8 million and 3 million dependent children would share in 
	 these benefits.

•	 The economic impact on individuals would be about four times as large as 
the recent federal minimum wage increase, and allow nearly six times more 
in new wages to flow into the economy. 

•	 It would return almost as much money to workers as the federal Earned 
Income Tax Credit. 
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The United States is at a turning point. As the incoming 
president and Congress look to enact measures early in 

2009 to lift the U.S. economy out of severe recession and lay 
the groundwork for a new era of sustained economic success, 
it is essential to consider the forces that have driven the rise, 
stagnation, and fall of our economy in recent decades—and what 
they teach us about the path forward today.

Fundamentally, we have two options. We can choose the path set by visionary 
business leaders, who understand that workers need money in their pockets to 
buy products off the shelves. Henry Ford, for example, famously increased his 
company’s workers’ wages to $5 a day so they could buy the cars they produced. 
Such an approach is good for workers, companies, and the economy. This path 
will allow us to build a high-wage, high-productivity economy where America’s 
workers can share in the prosperity they help to create in their companies. 

Or we can follow the model of Wal-Mart, a company that prioritizes the financial 
wealth of its executives over the economic health of the country. Wal-Mart’s CEO 
Lee Scott recently articulated his company’s opposition to the Employee Free 
Choice Act and shared prosperity in America this way, “We like driving the car 
and we’re not going to give the steering wheel to anyone but us.” 

The decisions we make now to confront our economic challenges will help 
determine the country we will create for future generations. 

A Tale of Two Economies
The story of the U.S. economy since World War II is really two stories. The period 
from 1947 to 1973 was a time of broadly shared prosperity, with productivity, 
profits, and wages all growing together. It included a remarkable decline in 
income and wealth inequality, which some analysts argue was a key pillar of 
America’s general prosperity.2  

By contrast, the period since the early 1970s is a story of relative economic 
stagnation characterized by weaker and less consistent productivity growth, 
stagnant incomes, and skyrocketing inequality. 

It is no coincidence that the first period of economic success and stability was 
also a time when a large portion of the American workforce had input in their 

Introduction
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employment conditions through union representation. By contrast, the large-
scale undoing of workers’ freedom to form unions and the erosion of workers’ 
ability to negotiate with employers for shared success marks the second period.

This history shows that the fundamental freedom of workers to join together 
for a voice in their employment conditions without fear of reprisals is a key to 
rebuilding America’s middle class and sustaining our consumer economy. The 
Employee Free Choice Act restores this fundamental freedom that has been 
under assault for the last 35 years. 

America’s Economic Crisis Today 
The United States has been suffering an economic recession since December 
2007 and all signs suggest that conditions will get worse before they get better. 

Unemployment
In the three months from September to November 2008, more than 1.2 million 
workers lost their jobs, driving the unemployment rate to 6.7 percent. For 
Latino and African American workers, the employment situation is worse: 
nearly 9 percent of Latinos and more than 11 percent of African Americans 
are unemployed. Including discouraged workers and part-time workers who 
want full-time jobs, the overall unemployment rate is closer to 12.5 percent.3  
In other words, approximately one in eight employable Americans does 
not have a job. In 2009, many economists expect unemployment to exceed 9 
percent, meaning millions more workers will lose their jobs.

Stagnant Wages
The threat of job loss is particularly frightening when millions of workers have 
few resources to draw upon to weather the storm. Wages have been stagnant 
for years. Weekly real wages were just 0.2 percent higher in September 2008 
than they were in March 2001.4  

Receding Benefits
Just as employers are holding the line on wages, they are cutting back on 
health and pension benefits. Workers are paying more for healthcare than ever, 
and their retirement is receding into the future. The portion of private sector 
workers with a pension dropped from 50.3 percent in 2000 to 45.1 percent 
in 2007, and the share of people with employer-provided health insurance 
dropped from 64.2 percent to 59.3 percent over the same period.5  

Foreclosures
For years, many workers could see their homes as a source of economic 
security, but the collapse of home prices has created yet another source of 
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economic anxiety. One in 11 mortgages is delinquent or in foreclosure, and rates 
will get worse as unemployment rises.6  

Debt
As if disappearing home equity and rising mortgage 
debt were not enough, millions of Americans are 
also being crushed by credit card and student loan 
debt. As a result, total household debt averaged 129 
percent of disposable income in the second quarter of 
2008, which is very close to the record high of 133.5 
percent at the end of 2007, and much higher than 
previous years (see Figure 1).7

	
The deteriorating job market, the loss of health and pension 
benefits, the crippling debt burden, and falling home prices 
are taking their toll. The Conference Board’s Consumer 
Confidence Index hit a record low of 38.8 in October 2008. 
The index ticked up slightly in November, but the Board’s 
director still concluded, “consumers remain extremely 
pessimistic and the possibility that economic growth will 
improve in the first half of 2009 remains highly unlikely.”8 

Many observers have noted that the financial and economic crises facing the United 
States are the worst since the Great Depression of the 1930s, and indeed there are many 
parallels between the two periods. Most instructive, however, is an understanding of the 
economic and political changes that helped the country emerge from the Depression and 
embark on a long period of prosperity. 

Shared Prosperity and Economic 
Strength: 1947–1973
It took the massive government spending of World War II to catapult the U.S. 
economy out of the Great Depression. But many of the New Deal policies 
adopted during the 1930s and 1940s laid the foundation for sustained economic 
strength for long after the war. 

•	 The Securities and Exchange Act and the Investment Company Act instituted 
a regulatory regime that increased the transparency of the country’s capital 
markets and protected investors from fraud, facilitating renewed investment in 
the country’s businesses.

•	 The Glass-Steagall Act solidified the banking industry by establishing the 
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Federal Deposit Insurance Corporation, separating commercial and 
investment banking, and instituting strong government oversight of banking 
operations. 

•	 The Social Security Act established a government-funded retirement program 
that lifted millions of elderly Americans out of poverty and allowed them to 
remain active consumers. 

•	 The Federal Home Owners’ Loan Corp. bought, modified, and then serviced 
millions of mortgages so homeowners could stay in their homes, becoming 
the model for an affordable mortgage industry for several decades. 

•	 The National Labor Relations Act (Wagner Act) secured the freedom for 
workers to form unions to collectively bargain with their employers over 
conditions of employment, and more than one-third of American workers 
became union members.

•	 The Works Progress Administration put millions of people to work, built 
thousands of public buildings, and infused the country with the spirit of 
public service.

How the New Deal Delivered
•	 Together, the cornerstones of the New Deal delivered for America. The 25-

year period after World War II was one of most prosperous periods in U.S. 
history. 

•	 From 1947 to 1973, the country’s economic output grew at an average annual 
rate of 3.8 percent, nearly tripling in size. 9 

•	 Productivity, which measures the amount of output for a given amount of 
labor input, grew 2.9 percent annually.10 

•	 The rate of profit for nonfarm business averaged nearly 14 percent annually, 
which encouraged investment in the country’s capital stock at an average rate 
of 3.5 percent each year.11 

Virtuous Circle of Economic Dynamism
Profit, investment and productivity gains produced employment and output 
growth. Unions helped ensure that this growth resulted in rising living 
standards and greater purchasing power, which in turn produced more profit, 
more investment and higher productivity. The freedom of workers to form 
unions proved to be a crucial cog in this virtuous circle of economic dynamism 
that drove the country’s shared prosperity. 

•	 Union collective bargaining agreements set wage and benefit patterns not 
only for unionized companies and industries but for nonunion employers 
who had to compete to hire workers. 
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•	 Collective bargaining 
gains—healthcare, pensions, 
vacations, sick days—rippled 
through the economy.

•	 Median family income grew 
2.8 percent per year between 
1947 and 1973, which meant 
that real median family income 
more than doubled — from 
$23,433 to $47,768 in 2007 
dollars — in just 26 years. 12 

•	 Income inequality declined. As 
Figure 2 illustrates, from 1947 
to 1974 cumulative income 
growth for the 20th, 40th, 
60th, 80th, and 95th income 
percentiles was 97.5 percent, 
100 percent, 102.9 percent, 97.6 percent, and 89 percent, respectively, meaning 
income grew faster at the bottom of the income distribution than at the top. 
As a result, the portion of income going to the top 10 percent of the population 
dropped slightly, from 33 percent to 31.9 percent.13 

•	 The portion of Americans owning their own home rose from 43.6 percent in 1940 
to 62.9 percent in 1970.14 

The Draining of the Middle Class and 
Economic Fragility: 1970s-Today
Slowing Economic Growth
When we say that the story of the American economy since World War II is really 
two stories, the second begins with the recession of 1973-74. It was not just a 
recession but a broader turning point–the start of a 35-year period of relative 
economic weakness that continues to the present day. In the 35 years since 1973:

•	 The annual output of goods and services in the United States grew at an average 
rate of 2.9 percent per year, down from 3.8 percent during the postwar years. 
This means that the economy grew 31 percent faster from 1947 to 1973 than in 
the next three decades.15 
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•	 Productivity growth also slowed-from 2.9 percent per year during the 
postwar years down to 1.9 percent in the last three decades.16 This difference 
in productivity growth rates might seem small, but had productivity growth 
continued at the earlier rate, our economy today would be more than one-
third bigger. We would have one-third more resources to confront our current 
national challenges.

Less Improvement in Living Standards
Weaker output and productivity growth since 1973 has meant less 
improvement in living standards. 

•	 Median family income grew only 22.5 percent from 1973-2005. By contrast, 
it doubled in the 26 years after 1947. Virtually all of this income growth was 
due to an increased number of family members working longer.17 

•	 Real average weekly earnings for private production and nonsupervisory 
workers actually fell 6.5 percent from 1973 to 2005, from $581.67 to $543.65, 
while hours worked per year grew 11 percent–from 1,679 to 1,864.18 

Radical Redistribution of Wealth to the Wealthy
Not only has overall growth slowed, but the gains from growth we have seen 
have gone increasingly to the wealthy. The gap between the top sliver of the 
income scale and everyone else has been widening rapidly, unlike in the first 
postwar decades when inequality shrank.

•	 From 1974 to 2005, income grew six times as fast at the top of the income 
distribution as at the bottom. As Figure 2 illustrates, cumulative income growth 
for the 20th, 40th, 60th, 80, and 95th income percentiles was 10.3 percent, 18.6 
percent, 30.8 percent, 42.9 percent, and 62.9 percent, respectively.19 

•	 The portion of income going to the top 10 percent of the population grew to 
45.2 percent from 1974 to 2006, meaning the richest 10 percent of Americans 
were getting nearly 50 percent more of the country’s income in 2006 than they 
received in 1973.20

•	 The top 1 percent of wage earners now holds 23 percent of all income-more 
than double the group’s 1979 share of 10 percent and the highest inequality in 
income since 1928.21

•	 Economic rewards have been distributed particularly unequally over the 
last eight years. In 2007, the top 10 percent of income earners boosted their 
income to 7.9 times the rest of the population, up from 6.8 times in 2001 
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and the highest level since the Great Depression.22 “This makes President Bush 
the first president since 1917 (the first year for which data are available) under 
which the average income of the wealthiest Americans went up while the 
average income of everyone else went down.”23

Fewer Workers in Unions and the Economic Slowdown
The dramatically shrinking proportion of workers in unions since the 1973-74 
recession-from nearly a third of the workforce in the early 1970s to 7.4 percent24 

today-has been a major factor contributing to the economy’s slower growth and 
increasing income inequality. 

The decline in workers’ ability to form unions and negotiate with employers 
for shared success over this period is in large part due to a concerted change in 
government policy and corporate behavior, including: the weakening of labor 
laws; lax enforcement of laws protecting workers; and accelerated opposition to 
union organizing by corporations, particularly since the permanent replacement 
of striking air traffic controllers by President Reagan in 1981. 

Attacks on workers’ efforts to form unions in industries such as meatpacking, 
mining, trucking, airlines, and food processing have transformed workers who 
were once part of the middle class into the working poor. This in turn has hurt 
the nation’s economy through the erosion of overall consumer purchasing power. 

Result: Productivity-Wage Gap and Runaway CEO Compensation
This concerted effort to deny workers’ an ability to share in economic success 
through union representation and collective bargaining has had at least two 
results: the growing gap between workers’ productivity and their wages since 
1973, and the shocking increase in CEO compensation relative to worker pay over 
this period. 

•	 While much slower than during the postwar period, total productivity growth 
has been 83 percent since 1973, meaning workers produce far more goods and 
services in a given hour of work.25 Yet workers’ compensation-which includes 
both wages and benefits-has risen only 9 percent during that time (with almost 
all of that gain occurring in the years 1995-2000).26  
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•  �The disconnect between pay and pro-
ductivity was larger during the 2002-07 
recovery than in prior economic recov-
eries: the hourly compensation of both 
high school and college graduates, for 
example, failed to improve at all while 
productivity grew 2.2 percent annually.27 

•  �As Figure 3 shows, this gap between 
productivity and wages did not exist 
between 1947 and 1973, when a third of 
all workers were in unions. 

•  In 1973, the average CEO made 27     	
	 times as much as the average worker in 	
	 America.28 Today, S&P 500 CEOs aver-

aged 344 times the pay of typical American workers.29 The New York Times re-
cently described the relationship between unions and executive compensation 
in this way: “By giving employees a bigger say in compensation issues, unions 
also help to establish corporate norms, the absence of which has contributed to 
unjustifiable disparities between executive pay and rank-and-file pay.”30

The Economic Consequences 
of Low Wages 
American workers in the 35-year period since the 1973-74 recession have 
been significantly less able to secure wage and benefit improvements despite 
increasing worker productivity, rising CEO pay, and increasing wealth for the 
richest Americans. 

Yet growth during the most recent business cycle has been supported by consumer 
spending to a greater extent than in the past, with 83.9 percent of economic growth 
from March 2001 to March 2007 coming from consumption spending.31 

So how has it been possible for consumers to spend more when their incomes 
have been stagnant? The answer is debt based on inflated asset values.

Debt Bubbles
Household debt has been climbing steadily since the early 1970s, but it has 
accelerated rapidly since the turn of the century (see Figure 4), due in large 
measure to Federal Reserve policies that kept interest rates unsustainably low 
for a very long time. 
Low rates encouraged home buyers to take out large mortgages and prompted 
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homeowners to use large home equity loans, stimulating demand for homes 
and other goods. Home prices went up. And homes, home building, and 
home remodeling became the engines of economic growth, providing income 
to homeowners through home equity loans and income to workers through 
employment. 

Consumers could handle the rising burden of debt as long as the value of their 
homes kept rising. If they needed to pay off a credit card, buy a car, or finance 
college they could tap into their home equity. Rising home values facilitated 
mortgage equity withdrawals, which added approximately $700 billion to 
consumer spending during 2004, 2005, and 2006.32 

But once the prices of homes started to fall, consumers lost this source of income. 
As Figure 4 illustrates, the burden of debt grew heavier, taking up a large portion 
of disposable income and leaving less for spending on goods and services. 

The consequences of debt-fueled 
economic growth are disastrous 
when downturn comes. “Earlier 
downturns followed strong booms, 
so families went into recessions 
with higher incomes and lower 
debt loads,” notes Harvard Law 
School professor Elizabeth Warren.  
“But the fundamentals are off for 
families even before we hit the 
recession this time, so bankruptcy 
filings are likely to rise faster.”33

We are already seeing the hardship 
that rising debt burdens have 
caused so many Americans. The 
foreclosure rate is the highest it’s 
been since the Great Depression.34 
National average housing prices 
are down at least 20 percent and 
still falling. Some analysts predict 
another 20 percent drop, while 
certain hard-hit states such as 
California, Nevada, Michigan, and 
Florida could see 40 percent declines.35 

NOTE: The data are quarterly and extend through 2008:Q1. The financial obligations ratio equals the sum of required payments  
on mortgage and consumer debt, automobile leases, rent on tenant occupied porperty, home owner’s insurance, and property 
taxes, all divided by disposable personal income.

SOURCE: Federal Reserve Board.

Figure 4: Household Financial Obligations Ratio, 1992-2008
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Restoring the Freedom to Form 
Unions to Restore Consumer  
Purchasing Power with Wages,  
Not Debt
The economic experience of the 60 years since World War II shows that 
workers need income based on wages, and our country needs broadly 
shared prosperity to build sustained economic strength based on consumer 
purchasing power. This history also reveals the central role workers’ ability to 
form unions plays in making both of these possible. 

Unions Help All Workers Do Better
Despite decades of hostile corporate behavior and government policy to 
eliminate workers’ freedom to form unions, the unions’ positive impacts show 
the promise for the future if workers’ access to unions is restored.

•	 Workers who are in unions earn 14 percent higher wages than workers 
who are not, controlling for factors such as education, occupation, and 
experience.37 They are also 28 percent more likely to be covered by employer-
provided health insurance, and 54 percent more likely to have employer-
provided pension coverage.38 

•	 Women in unions earn more than 11 percent-or about $2 per hour-compared 
to nonunion women. They are also 19 percent more likely to have employer-
provided health insurance and 25 percent more likely to have an employer-
provided pension.39

•	 The economic advantage for workers of color is even greater. African 
American workers in unions earn 18 percent more than their nonunion 
counterparts, while the premium for Latinos is 22 percent.40 

•	 Increased wages and benefits that union members win raise standards for 
all workers across an industry, as nonunion employers often attempt to 
match union pay and benefit scales in order in order to recruit employees. 
The additional income nonunion workers receive broadens the economic 
advantage access to union representation can have.41

Union Companies Are Industry Leaders
Numerous unionized firms have achieved strong performance. In testimony 
delivered to the House Subcommittee on Health, Employment, Labor, and 
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Pensions, noted University of California-Berkeley professor Harley Shaiken 
stated that, “An innovative employer working with a progressive union 
can achieve high levels of productivity and quality, pay high wages, and be 
competitive.”42 Shaiken cited several examples from various industries: 

Manufacturing: “The New United Motor Manufacturing (NUMMI) plant-a 
joint partnership of General Motors and Toyota organized by the United Auto 
Workers-achieves strong results in a unionized environment ... NUMMI ranked 
third in 2005 for productivity among small truck assembly plants in North 
America. In fact, among car manufacturers overall, two of the top three assembly 
plants in North America were UAW in 2005 (they ranked one and two), and six of 
the top 10 were represented by the union ...

Retail: “In retailing, the high-road, partially unionized Costco outperforms the low-
road Sam’s Club, a Wal-Mart affiliate. Costco’s labor costs are 40 percent higher than 
Wal-Mart’s, but nonetheless Costco produced $21,805 in operating profit per hourly 
employee in the United States in 2005; almost double the $11,615 generated at Sam’s 
Club. And, Costco sells $866 per square foot compared to $525 at Sam’s Club. How 
does Costco do it? “It absolutely makes good business sense,” CEO James Sinegal 
maintains. “Most people agree that we’re the lowest-cost provider. Yet we pay the 
highest wages. So it must mean we get better productivity.” Echoing Henry Ford, he 
points out “that’s not just altruism; it’s good business.”

Telecommunications: “Cingular, the largest wireless carrier in the nation, 
accepted a “neutrality agreement” with the Communications Workers of America 
(CWA). Both sides agreed not to attack each other, and the company agreed to 
majority sign up for its workers, a preview of how the Employee Free Choice 
Act might work... Lew Walker, vice president for human resources, says that 
the union provides a competitive advantage for the company. “They very much 
recognize that we are in a competitive environment.” 

Hospitality: “In Las Vegas, Culinary Local 226, organizes 90 percent of the hotel 
workers on the Strip. As a result, unionized housekeepers earn 50 percent more 
than their nonunion counterparts in Reno, Nev., and enjoy fully paid healthcare. 
The union and the hospitality industry jointly put a heavy emphasis on 
training and operate the Las Vegas Culinary Training Academy, one of the most 
comprehensive training centers of its kind in the country. “Our union’s goal and 
the training center’s goal is you can come in as a non-English-speaking worker, 
come in as a low-level kitchen worker, and if you have the desire, you can leave 
as a gourmet food server, sous-chef or master sommelier,” according to D. Taylor, 
the secretary-treasurer of the local. The high wages and extensive training are a 
successful combination in the service industry, according to management officials 
such as J. Terrence Lanni, chairman of MGM Mirage.
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Shaiken concluded that, “While it is true that short-sighted management can 
lead a unionized firm into the ground and a recalcitrant union can put a brake 
on productivity, the literature and case studies confirm that unionization can 
foster higher productivity.”

Of course these kinds of results are only being realized by a tiny fraction of the 
American workforce today. Without meaningful freedom to form a union, far too 
many workers lack the ability to collectively bargain for shared success with their 
employers. Workers need to earn more to sustain consumer spending and drive 
economic success. Restoring the freedom to form unions is the path to this prosperity.

Estimating the Economic Impact of the Employee Free Choice Act
 The Employee Free Choice Act will play a central 

role in rebuilding a strong middle class that can 
drive the next era of American economic strength.
 
The Economic Policy Institute has estimated 
the economic impact of an additional 5 million 
unionized workers in the jurisdictions of the 
unions in the Change to Win federation, 
including: construction, healthcare, hospitality 
and property services, production, retail, and 
transportation.43   
 
These occupations pay less than the average and 
thus benefit more from unionization.  Workers in 
them earn an average wage of $13.21 per hour, 30 
percent below the national average of $18.68 per 
hour. One in three earns less than $9 per hour. (By 
contrast, unionized workers in these occupations 
earn an average wage of $17.27 an hour, and just 
one in seven earn less than $9 per hour.)
 
If 5 million service sector workers form unions, the 
economic benefits will be:44  
 
• � �5 million workers would get a 22 percent 

raise on average, or about $3 per hour. This 
translates to an additional $7,000 per year for 
full-time work. Workers would also have vastly 
improved health and retirement benefits.

• � �This would amount to $34 billion in total new wages. 

• � �3 million to 5 million households and 1.8 million 
to 3 million dependent children would share in 
these benefits.

• � �900,000 jobs would be lifted above the poverty 
wage for family of four ($10.22/hr).

 
How the Benefits of the Employee Free Choice Act 
Compare to Other Policies and Practices Which Help 
Strengthen America’s Middle Class
 
• � �Minimum Wage: Total new wages generated 

by the 2007 federal minimum wage legislation 
(which covers 5 million workers) are $6 billion. 
It will raise wages by 84 cents an hour, or 
$1,200 annually. By contrast, the union wage 
advantage is four times as large.

• � �Earned Income Tax Credit (EITC): EITC 
generated $37 billion in fiscal year 2008, 
compared to $34 billion in total new wages 
that would be generated annually if five million 
service workers form unions.

• � �Higher Education: The extra wages of a union 
contract are about double those that a worker 
would receive for having an associate college 
degree rather than a high school diploma.

• � �Lower Taxes: The union wage advantage yields 
much more income than eliminating income 
tax liabilities for middle incomes families.

 Analysis by Larry Mishel and Heidi Shierholz, 
Economic Policy Institute
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Workers Want Unions, But Cannot 
Get Them
According to public opinion surveys, a majority of workers in America would 
like to form a union. The percentage of workers who want to form a union has 
risen steadily since the 1980s and was estimated at 58 percent in 2006.45 But 
employer behavior and the inadequacy of current labor laws have consistently 
frustrated this desire. 

Employers’ Pervasive Illegal Activity Suppresses Workers’ Ability to 
Form Unions
For workers at many companies, trying to form a union means facing an 
aggressive campaign of intimidation, and threats designed to deny the freedom 
to form a union. In union organizing campaigns:46 

•	 30 percent of employers illegally fire workers who support forming a union;

•	 49 percent openly threaten to close a worksite when workers’ start trying to 
form a union (but only 2 percent actually do);

•	 51 percent use bribery or favoritism to undermine workers’ support for forming 
a union;

•	 82 percent hire consultants that specialize in running sophisticated campaigns to 
intimidate workers; and

•	 91 percent force employees to attend intimidating one-on-one meetings with 
their supervisors.

Even when workers overcome employer intimidation and succeed in forming a 
union, companies often refuse to agree to a first contract: 

•	 Only one in seven organizing efforts survives from filing an NLRB election 
petition through negotiating a first contract within the first year of certification.47

•	 Only 38 percent of the unions certified through the NLRB process successfully 
bargain a first contract after one year, and only 56 percent after two years.48 

The Law¸ the NLRB, and the Courts Currently Allow Intimidating Em-
ployer Behavior
Under the NLRA, employers who break the law face few consequences. There 
are no fines assessed against employers who commit unfair labor practices. When 
the NLRB sanctions an employer for illegally firing a worker for union activity, 
the employer must simply pay back pay plus interest for the period the employee 
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was out of work (minus any interim earnings), and post a notice promising 
not to violate the law again. In contrast to almost every federal employment 
law,49 in which employer violations can lead to fines or punitive damages, 
there is no financial penalty.50 

The NLRB and the courts have given employers considerable leeway to 
intimidate workers who try to form a union. The following are examples of 
permissible activities in which employers can engage, based on specific cases. 
Under current law, employers can:

•	 Predict that voting for a union will result in the employees losing their 
jobs;51Tell employees that unions are linked to workplace violence, and then 
hire a security guard to patrol the workplace with a 100-pound Rottweiler, 
despite no actual security problem;52 

•	 Tell employees how a hypothetical employer can legally thwart its 
obligations to bargain in good faith by stalling negotiations with a union and 
“not really agreeing to anything;”53

•	 Interrogate employees to find out whether or not they want union 
representation;54

•	 Fire employees for leaving meetings held by supervisors designed to 
convince employees not to form a union;55

•	 Ban pro-union employees from attending such meetings;56

•	 Prohibit employees from discussing union organizing with their co-workers 
during work hours and in work areas;57

•	 Eavesdrop on employees’ off-duty conversations about unions and interrupt 
their conversations to make anti-union remarks;58

•	 Have managers talk to each individual employee and tell him to vote against 
the union right up until the election is held;59 and

•	 Can monitor employees as they enter and exit the election site, checking 
employees’ names off a list as they vote.60 

Dunlop Commission and Congress Recognize Failure of Nation’s 
Labor Laws
The ability of employers to thwart workers’ rights has been well-documented 
and widely acknowledged. As early as 1994, a blue-ribbon panel of 
distinguished CEOs, academics, and union representatives diagnosed many 
of the problems that plague worker-management relations today. Commonly 
known as the Dunlop Commission, after its Republican chairman, it found 
that:
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•	  59 percent of workers believed that they would lose favor with their employer 
for supporting the union and 79 percent agreed that workers are “very” or 
“somewhat” likely to be fired for trying to organize a union, with 41 percent of 
nonunion workers believing “it is very likely that I will lose my job if I tried to 
form a union.”61

•	 “[R]epresentation elections as currently constituted are a highly conflictual 
activity for workers, unions, and firms,” causing “many new collective bargaining 
relationships [to] start off in an environment that is highly adversarial.”62

•	 “[T]he probability that a worker will be discharged or otherwise unfairly discriminated 
against for exercising legal rights under the NLRA has increased over time.”63

•	 “[T]he bulk of [unfair labor practice] charges found meritorious are for employer 
unfair practices.”64

•	 These trends have continued. Indeed, in 2007, 88.4 percent of the unfair labor 
practice charges found to have merit were issued against employers; only 10.6 
percent against unions.65

•	 Based on this record, in 2007, the U.S. House Committee on Education and 
Labor declared that: “The ineffectiveness of the NLRA has put workers’ 
fundamental freedoms at risk. These developments have spurred a human 
rights crisis with real economic consequences for America’s middle class.”66 

The Employee Free Choice Act  
will Restore Choice, Fairness, and  
Integrity to Collective Bargaining
The Employee Free Choice Act has three important elements which are based on 
the findings of the Dunlop Commission:

1. �It gives workers a fair and direct path to form unions through majority 
sign-up procedures, where the NLRB certifies a union once a majority signs 
authorization cards.

2. It provides both sides access to mediation and first contract arbitration when
    an initial agreement cannot be reached. 
3. It toughens penalties against employers who violate workers’ rights. 
Each section of the Employee Free Choice Act would improve labor relations and 
facilitate unionization. Majority sign-up speeds the workers’ union recognition 
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decision and reduces the opportunities for employers to intimidate pro-union 
employees. Mediation and first contract arbitration ensure that both sides 
come to an initial agreement. Tougher sanctions encourage employers to 
respect workers’ rights.

Majority Sign-Up Is a Well-Established Part of Our Labor Law  
and Widely Used
As originally enacted in 1935, the NLRA required employers to honor 
either majority sign-up procedures or elections.67 This requirement lasted 
through 1974, when the Supreme Court backed the National Labor Relations 
Board’s decision that employers, not workers, had total power to choose the 
organizing process and force workers into an NLRB election procedure.68 

However, even with that decision, majority sign-up has remained a lawful 
procedure for union recognition. The only thing that changed was that workers 
lost the choice of which union recognition procedure would be used. Instead of 
workers, that decision was granted to companies. The Employee Free Choice 
Act will restore that choice for workers. It will not eliminate NLRB elections.
As the Dunlop Commission recognized in 1994, majority sign-up will promote 
harmonious labor relations. The Commission stated: 

A Historical Perspective on Big Business’ Opposition to Helping Workers 
Big business groups such as the Chamber of 
Commerce are already voicing opposition to 
employee free choice-a view that is both short-
sighted and wrong. In fact, big business made 
the same arguments against workers having 
a voice at work before the Wagner Act was 
passed-and were proven wrong when the 
country experienced the biggest economic 
expansion in its history. 

The fight around the Wagner Act was an intensely 
public campaign, played out daily in news 
accounts of Senate hearings in which business 
representatives predicted economic bedlam while 
supporters testified about the need for collective 
bargaining to enhance economic recovery.

The fight against it was “the largest lobbying 
campaign in American history by business 
organizations” at the time.73 Business argued 

that the act would hamper economic recovery 
and deny workers’ freedoms.74 Five dozen steel 
titans sent a petition to Congress stating that 
“the menace of the [Wagner bill] hanging over 
the industry is resulting in a slowing down of 
industrial activities” and warned that it would 
“destroy existing harmonious relations and block 
progress toward recovery.”75

Sen. Wagner and supporters argued for 
complementing economic recovery efforts with 
labor reforms. Wagner defended the bill “as 
a means of equalizing the bargaining power 
as between employer and employee and as a 
necessary step toward increasing purchasing 
power by raising wages.”76 

Today, many in the business community are 
making the same arguments-perhaps of the folly 
of their predecessors. 
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“We encourage employers and unions who desire a cooperative relationship 
to agree to determine the employees’ majority preference via a card-check 
... Card-check agreements build trust between union and employer and 
avoid expending public and private resources on unnecessary election 
campaigns. Such agreements are a classic example of potential or former 
adversaries creating a win-win situation for themselves. The opportunity 
to gain representation rights via a simple majority sign-up gives the union 
an incentive to cooperate with the employer to make the workplace more 
efficient. In return, the employer gains the cooperation of the employee 
representative as partner in efforts to improve productivity and flexibility, 
and often improved morale and reduced turnover as well.”69 

Majority sign-up remains in use today. Since 2003, more than half a million 
American workers have formed unions through majority sign-up.70 

•	 These workers come from diverse professions, regions, and companies, 
including 64,000 hotel and casino workers, 46,000 home care providers, more 
than 30,000 janitors, 8,000 farmworkers jointly employed by Mount Olive Pickle 
and the North Carolina Growers Association, and 5,800 public school teachers 
and aides. 

•	 Major companies have used majority sign-up, including AT&T, UPS, Kaiser 
Permanente, Alcoa, Anheuser-Busch, Levi Strauss, Safeway, U.S. Steel, and Xerox. 

•	 Companies such as Liz Claiborne and Levi Strauss have defended the voluntary 
recognition system in the courts (in an amicus brief to the NLRB) because of its 
beneficial effect on labor-management relations.71

Majority sign-up has also been successfully used outside of the NLRB system. 
Currently, laws in 13 states grant some public and private employees the right to 
form unions using majority sign-up, including California, Connecticut, Illinois, 
Kansas, Maryland, Massachusetts, Minnesota, New Hampshire, New Jersey, New 
York, North Dakota, Oklahoma, and Oregon.72 

Labor laws in four Canadian provinces and the federal jurisdiction also allow 
majority sign-up. 
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Responding to Employee  
Free Choice Critics
Majority Sign-Up Will Not Eliminate the Secret Ballot
The Employee Free Choice Act would restore the original intent and practice 
of the NLRA by giving workers the choice of how they form a union, whether 
by majority sign-up or election. Currently, employers make the choice for 
workers, a blatantly anti-democratic procedure.

Contrary to employer claims, the law will not eliminate NLRB-run elections. 
Workers can choose to form their union when a majority signs cards saying 
they want to do so or workers can choose to have an election. In either case, 
their company has to abide by that decision.

History shows that workers will utilize both methods. As an example, fully 75 
percent of the unions formed during the first five years after the Wagner Act 
was passed were certified through NLRB-run elections; only a quarter of the 
certifications issued by the NLRB were based on majority sign-up.78 

Research Shows Majority Sign-Up Results in Less Intimidation in 
the Workplace
Research has demonstrated the superiority of majority sign-up in promoting 
employee free choice-and has debunked information promoted by big 
business groups. 

A recent survey of employees who went 
through either an NLRB election campaign 
or a majority sign-up procedure found 
significantly less coercion under the majority 
sign-up process.79 

Of those workers who signed an 
authorization card in the presence of the 
person who gave it to them during a majority 
sign-up, 94 percent said that the presence of 
this person did not make them feel pressured 
to sign the card. In contrast, during the 
election process, 46 percent reported that 
management pressured them to oppose the 
union, with half of that group indicating that 
there was a great deal of pressure.

Free Choice Opponents: Talking Out 
of Both Sides of Their Mouth?
While organizations such as the Chamber of Commerce 
and Wal-Mart predict catastrophe, others in the business 
community have acknowledged the positive role the 
Employee Free Choice Act could play in the country’s 
economic recovery. 

Bank of America recently published a report which 
argued that passage of Employee Free Choice Act will 
be a “de facto wage and benefit increase” that will 
result in the “increased spending power of lower income 
consumer[s].”77
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The “problem” of union intimidation in the context of a majority sign-up process 
has little basis in reality and has been conjured largely to satisfy a public relations 
campaign. As an example, the Human Resources Policy Association testified 
before Congress in 2002 that union coercion “has been documented in numerous 
decisions over the years,” and submitted a document listing 113 supposed NLRB 
cases of union coercion during card signing that occurred over a nearly 50 year 
period.80 

A subsequent examination of the cases revealed union misconduct in only 42 
of these cases, which occurred during a period in which millions of workers 
formed unions through hundreds of thousands of organizing campaigns.  The 
best data on the so-called threat of union coercion during card signing revealed 
less than one case per year from 1938 to 1997.81 (Incidentally, the NLRB addressed 
misconduct through its unfair labor practice procedures in each case.)

If one compares this to the fact that the NLRB issued nearly 90 percent of 
meritorious unfair labor practice charges against employers, and just 10 percent 
against unions in 2007,82 one point that most American workers experience 
regularly becomes clear: employers, not unions, wield the fundamental power to 
intimidate, threaten, harass, and coerce workers. 

The Employee Free Choice Act Will Not Make Companies Uncompetitive
As noted above, many high-profile and successful companies, including AT&T, 
UPS, Kaiser Permanente, Alcoa, Anheuser-Busch, Levi Strauss, Safeway, U.S. 
Steel, and Xerox, have allowed their employees to choose whether or not to form 
unions using majority sign-up. And as the earlier case studies of companies such 
as Costco and Cingular demonstrate, both corporations and workers can benefit 
when employees have a voice at work. 

Many major American corporations prove everyday that they can compete on 
a playing field defined by high road competitiveness, in which performance, 
productivity, profits are married with workers having a voice in the workplace. 

Opponents of the legislation argue instead for the preservation of a low-road 
economic strategy, the consequences of which we are experiencing today. They 
have raised the specter of job losses and failed firms that will result if America’s 
workers are given the right to choose. The evidence, though, simply does not 
support their claims. 

While predicting doom for the economy, executives of some of the biggest retailers 
in America have recently made surprisingly sanguine remarks about the impact 
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of the legislation on their firms. In November 2008, Business Week reported 
that Target Corp.’s chief financial officer said, “the legislation wouldn’t put the 
company at a competitive disadvantage because of the effect of organized labor 
at competitors such as Wal-Mart and Costco Wholesale Corp.”83

In the same article, Wal-Mart chief Lee Scott tempered his doomsday 
predictions with a rosier view of how it would affect his firm: “It’ll be 
generations in the impact it has on this country. And it won’t be positive. I 
guarantee you that. It will not be positive. But for Wal-Mart, in the short term, 
and in the longer term on a relative basis with our peers, we’re going to run 
this business.”84

The Employee Free Choice Act Will Not Hurt Small Businesses
America built the strongest middle class and small businesses thrived in the 
decades workers had the freedom to choose to form a union after a majority 
signed cards saying they wanted to do so.  There is no evidence that suggests 
that small businesses will fare any differently if the Employee Free Choice Act 
becomes law.
	
The Employee Free Choice Act makes no changes to current exemptions for 
small businesses in the National Labor Relations Act (NLRA). These exclude 
retail employers whose gross annual volume is less than $500,000 and 
nonretail employers whose interstate commerce is less than $50,000. In 2005, 
this exemption applied to nearly 4 million workers.

Several business-oriented publications have suggested that there is little to 
no evidence that the proposed legislation will have a negative impact on 
small business.85  To the contrary, the editor of the MicroEnterprise Journal 
concluded that, “for the vast majority of small businesses, they are just too 
small to have to worry about this issue.”86

The Employee Free Choice Act Will Not Force Companies Into  
Economic Arrangements They Can’t Afford 
Arbitrators determine contract terms that are fair and equitable to both 
workers and their employers. Arbitrators tend to be conservative and 
shy away from imposing any innovations in an award. This has been the 
experience in Canada and in the Postal Service.

A company’s ability to pay and its overall financial condition are factors 
arbitrators consider in reaching their decision. Other factors they consider 
include agreements made between workers and companies in similar 
industries, the cost of living, worker productivity and the reasonableness of 
the proposals the two parties offer. 
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In the 25 states and District of Columbia that have first contract arbitration 
already, wage increases and contract terms resulting from arbitration tend to be 
similar to those negotiated outside of the arbitration process.87

The Employee Free Choice Act Will Not Allow “Government  
Bureaucrats” To Make Critical Business Decisions 
The business community promotes arbitration as a popular, efficient and 
inexpensive way of settling many common disputes.

Yet corporate opponents of the Employee Free Choice Act have suggested that 
“federal bureaucrats” would determine the terms under which employees would 
work and a business would function. This assertion has no foundation in the bill. 

The Federal Mediation and Conciliation Service, the agency charged with 
establishing the arbitration board, employs only mediators, not arbitrators. 
The FMCS will refer to parties requesting arbitration a panel of private-sector 
arbitrators from which the parties will select an arbitrator. This arbitrator, 
selected by the parties themselves, will determine contract terms. 

Private arbitrators have substantial experience determining contract terms and apply 
well-developed standards to do so and often specialize in particular industries.

Conclusion
America is at a crossroads. The Obama administration faces many challenges, 
and must now decide which tools it will deploy to make the structural fixes our 
economy desperately needs. The Employee Free Choice Act is one such tool that 
will increase the bargaining power of American workers and thus the long-term 
spending power of American consumers.

Responsible policy-making demands that we evaluate facts and historical precedents 
as we consider any policy. Consideration of the Employee Free Choice Act as a part 
of our nation’s economic recovery must be put to such a test. Here’s what we know:

•	 America created sustained economic success, characterized by shared prosperity 
rather than concentrated wealth, which lasted from the end of World War II until 1973.

•	 The economy worked for the middle class-median family income more than 
doubled, income inequality declined, and America’s productivity and economic 
output grew consistently.
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•	 Consumer spending was driven by rising worker wages rather than rising 
worker debt. 

•	 Federal law functionally secured the freedom for workers to form unions 
and collectively bargain over wages, benefits, and working conditions with 
employers, and approximately one-third of all American workers chose to do so. 

 
Opponents of the Employee Free Choice Act have made clear that they will 
marshal almost any argument against the legislation. They have:

•	 claimed that it will eliminate the secret ballot and open workers up to 
intimidation; 

•	 predicted that companies will be uncompetitive and small businesses will be 
hurt; and

•	 warned that government “bureaucrats” will have the power to make critical 
business decisions. 

The problem is that the facts do not support the claims.

In the end, when you strip away the unsupported assertions the opponents 
of the Employee Free Choice Act make, a single justification remains. As Wal-
Mart CEO Lee Scott said: “We like driving the car and we’re not going to give 
the steering wheel to anybody but us.”

Opposition to the Employee Free Choice Act comes from corporate CEOs 
who want to maintain control. They do not want anyone looking over their 
shoulder as they set their own pay. They do not want anyone else to have a 
voice in establishing wage rates or workplace conditions.

But the era of blind trust in corporate CEOs and belief that they can be 
responsible for the overall health of our economy is over. For the past eight 
years, corporate CEOs have been “driving the car”, but they have driven 
it into a ditch. They have no plan to strengthen the economy, other than to 
continue the failed policies that have landed us in this crisis. CEOs have had 
their run of it and the experiment has failed. 

We need to rebalance our economy to support working Americans. Restoring 
the freedom of workers to form unions will play a central role in rebuilding a 
strong middle class that can drive the next era of American economic strength. 
In this regard, the Employee Free Choice Act is a critical piece of our nation’s 
long-term economic recovery. 
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