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Since the 1980s, American labor unions have increasingly harmed workers and consumers.

Union collective bargaining arrangements and lobbying efforts raise prices, degrade product

and service quality, distort markets, and undermine business decisions and long-term

commercial viability. The economic returns to workers are increasingly modest, non-universal,

and sometimes nonexistent when unions undermine market responses.

As economist Barry Hirsch concludes, when unions do raise wages, businesses must bear those

costs as a union tax. As business expenses grow, industry passes along the cost to consumers

in two key ways: 1) directly to consumers through price increases, quality reductions, or access

limitations; and 2) indirectly to consumers as augmented business frameworks change

employment and investment decisions over time. The latter option still indirectly impacts

consumers by disrupting resource allocation, impairing investment decisions, and by

decreasing product and service availability. Unions also indirectly harm consumers by lobbying

for government favoritism at consumer expense.
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How businesses pass along the union tax varies by market structure. In less competitive

markets, businesses pass along the “union tax” to consumers directly through price increases

and degraded product and service quality.  In highly competitive and globalized markets, where

consumers have options, businesses tend to bear the tax themselves, cutting back on

investments and trimming research & development, thus harming consumer access to

innovation and variety in products and service markets.
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As globalization and technological change further augment labor markets, policymakers should

consider two key legal applications and reforms: 1) state policymakers must expand right-to-

work laws; and 2) federal policymakers must avoid policies like those in the PRO Act that would

undermine state labor market reforms and placate unions. By enacting these reforms,

policymakers can align worker and consumer interests in a manner that helps everyone.
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Declining private sector union membership rates have led economists to conclude that worker

bargaining power is declining. By membership standards, private sector labor unions today are a

shell of their former self: private labor union density peaked at 36 percent in 1953 and 1954

before bottoming out at 5.9 percent in 2024. As economist Dan Griswold explained in his 2010

Cato Journal article, the reasons for falling private sector union participation are legion:

increased product market competition from globalization and technology (labor elasticity),

greater capital market flexibility (outward investment), and before the rise of American

populism, a general pro-market disposition (at least by politicians) that naturally extended into

the realm of labor market policy.  In layman’s terms, private sector labor unions are dying

because labor markets are changing in a manner that impairs the ability of unions to deliver

long-run worker benefits in a way that does not undermine foundational economic

sustainability.
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The decline in private sector union membership reflects deep policy shifts within labor

markets, driven by changes in technology, globalization, and economic policy. It is no longer the

case that pro-worker policy must come at the expense of the consumer. Workers and

consumers can both benefit from worker freedom, but outmoded labor policies have struggled

to keep up with changing economic patterns. If the United States continues to struggle to

adapt public policy to fit changing economic conditions—especially in highly competitive labor

markets—workers will slip behind economically and consumer wellbeing will deteriorate.

A more successful pro-worker agenda would promote competition in labor markets, increase

workforce flexibility, and prioritize American international competitiveness. Over the course of

the last half-century, labor unions have delivered, at best, mixed results for American workers.

Increasing worker freedom and choice would help workers. It would also drive immense pro-

consumer benefits: lower prices, more choice, and more consistent access to high quality

goods and services. Despite existing narratives that consumer and worker interests must be

perpetually in conflict, reform offers the opportunity to reset union relationships in a manner

that improves the economic circumstances of everyone involved.
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The consumer costs of unions can be split into direct and indirect consumer harms. Union use

of strikes as a strategy in negotiations most obviously harms consumers directly by disrupting

access to goods and services. Unions also directly harm consumers by raising prices, typically

in markets with inelastic demand or little international competition, and by harming product

and service quality. Since the 1980s, unions have delivered only modest wage increases, at

best, which suggests that price increases are limited by declining union membership and

power. Still, unions will pass along prices to consumers where possible. Unions also harm

consumers indirectly. When businesses cannot pass labor costs onto consumers through

higher prices, many will compromise by lowering product or service quality, or by pulling back

on investments that harm innovation and product discovery. Worse, unions also lobby for

direct anti-consumer public policy, such as trade restrictions and technology disruptions.

Direct Consumer Harms

Higher Prices for Consumers

In the United States, the National Labor Relations Board (NLRB) requires employers to

negotiate wages, hours of work, furloughs, layoffs, and other employment terms with the sole

authorized “exclusive bargaining representative.”  This means individual workers cannot

negotiate their own work arrangements and must accept the union contract terms, effectively

forcing some workers to pay to keep their jobs.  Many states have pushed back with right-to-

work laws designed to protect a worker’s decision to opt-out of union dues without the threat

of job loss. Citing free speech concerns, the 2018 Janus v. AFSCME decision applied this

principle to public employees nationwide.
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Critics fear these kinds of state and federal policies will erode collective bargaining market

power and hurt workers—but they are wrong to assume that strong unions always mean better

jobs at higher pay. Since the 1980s, short-term union salary wins have often undermined

business formation and investment, causing short-term salary wins to give way to long-term

job loss and declining labor union participation rates.
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When unions do win long-term salary raises, those wins often come at consumer expense.

Increasing wages causes business costs to rise, which are then “pushed” down the supply chain

and onto consumers. Economists call this “cost-push inflation,” where higher wages lead to

higher prices in the general economy.  Not all prices can easily be passed down the supply

chain—but the overall relationship is clear: labor compensation and consumer prices are highly

correlated variables that tend to rise and fall together over decades (Figure 1). University of

Dayton economist, Tony Caporale, finds that a “1-standard-deviation increase in the

percentage of public and private employees who were members of unions was associated with

an 8.5 [percent] higher inflation rate at the peak before monetary adjustment.”  Simply put, the

price of goods and services rise faster where unionization is more common.
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The relationship between union strength and higher prices also appears across states. Data

from the 2024 Cost-of-Living Index shows that none of the fourteen most expensive states

live in are right-to-work states (Figure 2); meanwhile, sixteen of the eighteen least expensive

states are right-to-work. Michigan and Missouri are among the most affordable compulsory

dues states, but Michigan is a unique case. Michigan became a right-to-work state in 2012,

which lasted until it reversed its decision in 2024.



To understand how this plays out in real time, consider how the United Auto Workers (UAW)

union’s influence on the Michigan auto industry increased both employee wages and consumer

prices. Before becoming a right-to-work state in 2012, the UAW union exerted market power

over General Motors, Ford, and Chrysler, all of which once produced automobiles in Detroit.

Before the financial crash in 2008, Detroit automakers were some of the most well-

compensated workers in the United States, successfully bargaining for as much as $70 per

hour in wages plus additional benefits.  As former Heritage Foundation economist James Sherk

notes, the combination of union “premium pay and inefficient work rules added about $800 to

the cost of every Detroit vehicle” in 2006.
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Of course, labor costs are not the sole cause of increasing consumer prices. State per capita

income, regional geographic disparities, state fiscal policies, and housing costs all contribute to

the state price level. Still, from pricier cars in union strongholds to more affordable living

standards in less union-dominant states, unions play a role in increasing consumer prices that

policies like right-to-work can help balance.

Disrupted Services and Reduced Quality

On top of raising prices, unions also impact consumers by disrupting consumer access to goods

and services through labor market strikes. By withholding labor, strikes hold both businesses

and consumers hostage by imposing economic costs on industry and separating consumers

from their demanded products and services. As business costs accumulate over time, firms are

historically more likely to cave to union demands to restore consumer access to goods and

services.  As union power has waned, strikes have become less effective over time.13

Economic research finds strikes have not increased wages, hours, or benefits to workers since

the early 1980s, causing work stoppages to fall 92 percent from their 1974 peak.  Although

worker strikes have become more infrequent as their effectiveness has waned, they still play

an important role in the labor market.
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More than 18 major yearly work stoppages in the United States each year drive consumer harm.

However, this statistic underrepresents the true harm as the Bureau of Labor Statistics

undercounts total strike activity by excluding work stoppages with less than 1,000 striking

workers or those that do not strike a full shift,  which is the majority of strikes. Meanwhile, an

uptick in union activity from teachers, graduate students, hotel workers, actors, and

autoworkers has led some economists to conclude that organized labor in the United States is

experiencing a resurgence.

15

16

Academic research also suggests that unions degrade product and service quality—a

phenomenon increasingly prevalent in states without right-to-work laws. When transit

workers went on strike in Los Angeles in 2003, highway delays increased by 47 percent,  likely

degrading consumer transit safety, increasing environmental pollution, and causing foregone

economic activity. Mid-1990s strikes at the Bridgestone/Firestone plant in Decatur, Illinois

contributed to the production of defective tires.  Recent public employee strikes in

Philadelphia led trash to pile up across the city as union strikes halted trash pickup, effectively

using consumer dissatisfaction to pressure employers to cave to union demands.
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Now consider the most extreme case: healthcare—a union-dense economic sector. Roughly

17.5 percent of nurses report union affiliation. When nursing unions leverage their significant

market power to strike, patients are left in the care of replacement nurses unfamiliar with

immediate patient needs.

Economists Jonathan Gruber and Samuel A. Kleiner found nursing strikes in New York State,

“increase in-hospital mortality by 18.3 percent and 30-day readmission by 5.7 percent for

patients admitted during a strike.”  Some economists have downplayed these findings

because strike days account for only a small percentage of total yearly work days.
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In their view, limited strike frequency means patient outcomes are better understood by the

overall effect of unions on nurse quality and patient outcomes. Unfortunately, the frequency of

nurse strikes more than tripled between 2020 and 2023—and the effect of unions on patient

quality and access is mixed.23

As the healthcare sector shows, unionization can indirectly harm product and service access.

In the short run, unions only modestly increase wages in the nursing field, unlike many other

sectors that have not realized union-pushed wage gains at all. On the flipside, unionized

hospitals were also more likely to restrict patient access to care during nursing shortages.  In

the long run, limited research finds that unions lower the risk of heart attack mortality and

slightly improve care quality in some limited circumstances—but at the high cost of higher

healthcare prices and more limited healthcare availability over time.  Nursing unions can even

backfire on nurses. In nursing homes, for example, unionization has been linked to “reduced

nurse aid and RN hours per patient day, more low-wage workers, and fewer higher-wage

employees.”  As the healthcare sector shows, even when unions are successful in achieving

desired wage increases, it can backfire on both workers and consumers in unexpected ways.
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Indirect Consumer Harms

Unions Backfire on American Workers and Indirectly Harm Consumers

Outside of raising prices and directly disrupting consumer services, private sector labor unions

also indirectly harm both consumers and workers by stunting investment and harming general

economic dynamism.
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A recent Mercatus Center meta-analysis of 147 studies on the impacts of labor unions found

overwhelmingly negative effects on employment, investment, productivity, firm survival,

profit, research & development, resource allocation, and output.  As powerful unions win

significant labor market negotiations to increase worker pay, profits fall and businesses cut

back on investments, which harms firm and worker productivity. As long-term firm economic

prospects decline, the probability of firm failure increases, while work opportunities and

consumer access to goods and services decline.
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An emerging body of research finds that union shared governance structures do “not lead

firms to pay measurably higher wages.”  In more limited instances, unions can modestly

improve worker pay by increasing worker productivity —but the worker costs outpace the

productivity gains.  As economist Barry Hirsch put it in 2008: “Unions have, at most, small

positive (but variable) effects on productivity insufficient to offset the substantial

compensation gains, thus leading to lower profitability. Unionization is associated with lower

investment in physical and intangible capital and slower growth.”
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Unions also indirectly harm consumers and workers by harming long-term business prospects.

For example, research shows that union demands in competitive markets cause industry to cut

back on intangible capital investment like research and development (R&D).  Investments into

R&D allow companies to discover and develop new technologies, materials, and production

processes that improve efficiency and contribute to new consumer products. It enables them

to become more competitive and profitable by lowering prices, expanding employment, and

improving productivity.
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Even a 1 percent increase in R&D increases productivity by .05 to 0.25 percent and can improve

employment by 0.8 to 0.9 percent. Since wages are tied to productivity, falling worker

productivity can cause stagnant wage growth and job loss while hurting competitiveness

abroad.  As productivity and international competitiveness weaken, worker and product

markets shrink, pay declines, and access to goods and services is harmed.

35

Unions Lobby for Anti-consumer Protectionism

Labor unions, while advocating for policies perceived to be in the interest of workers, often

harm consumers by lobbying against technological progress. Once supporters of free and open

international markets,  private labor unions have emerged as chief critics of free trade,

globalization, and automation over the past half-century. Manufacturing unions often resist

technological advances such as automation, robotics, and AI production systems. As

technology integrates into manufacturing operations over union objections, industry

employment has declined globally.  This creates a lose-lose proposition for unions that must

contend with significant international competition. Union-backed wage increases must either

impose a “union tax” on future investments—impairing company vitality, lowering

employment, and harming global competitiveness. Alternatively, unions can let technological

advancement run its course—augmenting some worker tasks and automating others. In both

cases, union influence declines as unions remain critical of globalization and technological

progress.
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Consider the effect of labor union lobbying on international trade agreements and

manufacturing competitiveness. Private labor unions, especially the American Federation of

Labor and Congress of Industrial Organizations (AFL-CIO), are among the most vigorous critics

of free trade agreements, like the North American Free Trade Agreements (NAFTA) and the

Trans-Pacific Partnership (TPP). A notable exception is the United States-Mexico-Canada

Agreement (USMCA), which restricts international trade and includes many pro-labor

protectionist provisions at consumer expense.  When free trade agreements overcome union

objections, foreign exporters must contend with union-supported protectionism already in U.S.

ports, such as the Jones Act and Foreign Dredge Act. These laws restrict exporter access to the

American economic market and drive up the cost of transporting the 70 percent (by weight) of

American consumer goods that move by waterway.
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When unions deem these existing laws insufficient, they push for strikes that cause economic

disruption and raise consumer prices. In 2024, union strikes by members of the International

Longshoremen’s Association opposed port automation of cranes, gates, and container-moving

trucks that the union feared would undermine American port jobs.  The strikes ultimately

disrupted 36 ports—harming consumer access to international consumer products—at an

estimated economic cost of $1 to $5 billion each day.
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In domestic markets, unions lobby against mergers and acquisitions that would increase

economies of scale and promote U.S. competitiveness abroad. In an interview with Bloomberg

News, Cleveland Cliffs CEO Lourenco Goncalves explained “how he leveraged relationships with

worker unions and the Biden administration to try and stop the U.S. Steel merger and force

through a low-balled offer of $30 per share, which is lower than the initial bid.”42

Additionally, other union-backed policies raise prices, restrict employment, and harm

international competitiveness in both the public and private sectors: prevailing wage laws

(Davis-Bacon requirements), inflexible trucking rules, Buy American provisions, and outright

support of tariffs, to name only a few.43

To better align collective bargaining and union incentives with pro-worker and pro-consumer

policy goals, policymakers should consider two key reforms. First, state policymakers should

pursue right-to-work laws—allowing workers to decide whether unions are the right fit for

them. More than half of states have already enacted right-to-work laws, and unionization rates

in those states tend to be lower than their compulsory dues peers,  suggesting that many

workers prefer flexibility in their employment arrangements to increased union bargaining

power.
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Right-to-work laws rightly force unions to compete for worker support, lowering union

monopolization risks. A full accounting of the economic evidence—adjusting for state-level

fixed effects and properly clustering standard errors—makes clear that right-to-work states

have modestly higher, not lower, wages than compulsory dues states.  Right-to-work states

also enjoy higher employment rates, labor force participation, and lower disability receipts.
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Second, federal policymakers should respect state decisions on right-to-work laws. That must

mean avoiding policies like the Protecting the Right to Organize (PRO) Act, which would

effectively ban right-to-work laws by deputizing labor unions to collect dues from all workers

regardless of union membership, mandate card-check organizing, require forced arbitration,

increase liability risk, and reclassify many independent contractors.  Economic analysis from

the American Action Forum (AAF) estimates that the PRO Act could increase weekly

employment costs by $21.5 billion to $71.6 billion, raising the union tax and forcing businesses

to raise prices, cut jobs, or trim investment, harming both consumers and workers.  Instead,

federal policymakers should prioritize merit, preserve secret ballot protections, and promote

voluntary union incentives.
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An increasingly nuanced economic literature reveals that dominant labor unions—especially

unions with government-backed monopoly privileges—frequently harm employers, harm

workers, harm consumers, and harm the broader United States economy. Unions have

historically increased compensation—but have increasingly struggled to do so since the 1980s.

The benefits are increasingly modest, non-universal, and can even vanish in the long-run when

unions undermine business formation and investment. When unions do secure long-term wage

increases, typically in less competitive sectors, the union tax on employers is either passed to

consumers or borne by businesses that retract investment expenditures.

In the end, an economic environment that pits worker interests against employer vitality and

consumer well-being is becoming rarer—but not completely nonexistent. That’s worth

celebrating insofar as employer-worker relationships reflect mutually beneficial work

relationships instead of adversarial, zero-sum negotiations.
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As the United States explores opportunities to dominate technologically integrated and

increasingly competitive world product and service markets, it should consider policies most

likely to benefit workers in the long run, which are increasingly the ones that will improve

consumer well-being.49

To fully embrace this new normal, policymakers should consider pro-worker reforms that are

pro-competitive and pro-consumer. That means resisting poorly conceived policy ideas like

the PRO Act and revisiting right-to-work laws in the states. In the end, worker and consumer

interests in labor relations are becoming increasingly aligned—despite union bargaining

positions that frequently undermine the interests of everyone involved. The economy is

changing. To protect consumers and empower workers, government policy should change with

it.
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