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USA Labor Market: Not for Export!
A Report on the Situation Facing American Workers
for the 2nd UNI World Congress

Prepared by James W. Sauber, Director of Research, National Association of Letter Carriers (NALC, USA). Contact: sauber@nalc.org. Note: Unless otherwise noted, all data is taken from The State of Working America, 2004/2005 (Mishel, Bernstein, Allegretto), Economic Policy Institute, Washington, DC.



I. The U.S. Labor Market: A dubious model


As delegates to the UNI Congress from all over the world gather in Chicago, the American labor movement and its UNI affiliates in the United States face an historic crisis. The long-term decline of union organization has reached a critical point. Today just 12.5 percent of American workers are members of unions, down from 35 percent in 1955. In the private sector, fewer than one in twelve workers (7.9%) are organized. The crisis of the U.S. labor movement has dramatically and negatively affected the standard of living and working conditions of the American work force, union and non-union alike, over the past 25 years. Rising poverty, stagnating wages for the vast majority of working people, growing job insecurity and falling job quality have been the hallmarks of the U.S. labor market. These developments are summed up in the soaring growth of income inequality in the United States, a trend that is the flip side of the increasing marginalization of America's trade unions. 
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As union density has declined, the inequitable distribution of wealth in America has become yet more extreme. Between 1979 and the early years of this decade, the only Americans to benefit from relatively strong economic growth in the USA over this period have been the top managers, professionals and investor class that make up the top 20 percent of American families ranked by family income. The middle class in the U.S. has seen its share of the economic pie shrink while the wealthiest American families have prospered. Indeed, since 1979 the richest one percent of U.S. households nearly doubled their share on national income -- from 9.3 percent to 18.5 percent. 

This paper explores and explains the situation facing American workers and briefly outlines the debate now underway in America's unions over what can be done to turn it around. Given that many of the trends realized in the United States are being exported to the rest of the world through the process of globalization and the expansion of multi-national corporations, its contents underline the importance of global labor solidarity and the role UNI can play in winning justice for workers all over the world.



UNI-Affiliated Unions in the USA

There are 14 unions in the United States affiliated with Union Network International, representing some 5.5 million workers in both UNI and non-UNI sectors. 

· American Postal Workers' Union (APWU)
· Communications Workers of America (CWA)
· Directors' Guild of America (DGA)
· GCIU/IBT Conference
· International Alliance of Theatrical Stage Employees, Moving Picture Technicians, Artists & Allied Crafts, USA & Canada (IATSE)
· International Federation of Professional and Technical Engineers (IFPTE)
· National Association of Broadcast Employees & Technicians – Communications Workers of America (NABET-CWA)
· National Association of Letter Carriers (NALC)
· National Postal Mail Handlers Union (NPMHU)
· Retail, Wholesale and Department Store Union (RWDSU/UFCW)
· Service Employees International Union (SEIU)
· United Food & Commercial Workers International Union (UFCW)
· Writers Guild of America, East (WGA-E)
· Writers Guild of America, West (WGA-W)



The Neoliberal cure: American-style labor market flexibility 

Search the website of the International Monetary Fund (IMF) for the term 'labor market flexibility' and you find hundreds of documents containing policy advice for dozens of countries, developed and developing alike, that all say the same thing. Policy makers should adopt the maximum level of labor market flexibility to boost employment and spur economic growth. In the world of the neoliberal economists of the IMF (and the World Bank), labor market flexibility is synonymous with the labor market policies of the USA.

The case for adopting "Made in the USA" labor market practices is familiar and, at least initially, somewhat plausible. During the long economic expansions of the 1980s and the 1990s, the U.S. economy created millions of new jobs and expanded steadily. During the "1990s boom," some 22 million new jobs were created in the United States and per capita income rose to $36,000 – some 30 percent above the OECD average after adjustment for purchasing power differences. 

In contrast to this allegedly superior American experience, neo-liberal economists often cite the poor job creation performance and high unemployment rates of selected countries in Europe and elsewhere. The key to the USA's relative success, they argue, is America's "flexible" labor market. Flexibility is variously defined to include limited wage and workplace regulation, decentralized wage-setting procedures and low payroll taxes. In practice, this means low minimum wages, significant part-time and flexible-hour employment, weak unions and limited social protections. 
Although it is true that for a brief period of full employment in the late 1990s (1995-2000), America's economy produced broadly shared prosperity, those who advocate America's labor market practices are prone to exaggeration and often use selective evidence about both the U.S. and other countries. For example, while annual job growth in the United States exceeded that in the rest of OECD in the 1980s (1.7% vs. 0.7%), the difference in the 1990s was much less significant (1.3% vs. 1.1%), and since 2001 most countries in the OECD have created more jobs than has the United States. Worse, these advocates ignore the problems facing America's workers and fail to fully address the significant costs of the U.S. model, which include a tolerance for rising inequality and growing job and income insecurity.

The reality of the U.S. labor market is considerably more complicated and less sanguine than its international and domestic cheerleaders suggest. Over the past quarter century, labor market risk –- which threatens the income, health and retirement security of the vast majority of Americans –- has been gradually shifted to American workers from their government and their employers. As delegates and observers to the 2nd UNI World Congress gather in Chicago, UNI believes it is important for them to have a better understanding of the situation facing workers in America. This paper is dedicated to that purpose. 




II. Background: Labor in the USA


The American Labor Force

The United States economy employs a diverse work force of 133 million workers. The vast majority (113 million) work for private companies. Among 20 million public-sector workers, just 3.5 million are employed by the national (federal) government while most work for local governments (12 million – mainly teachers, police, etc.) and the 50 state governments (4.5 million). 

Some 7.5 million U.S. workers were officially unemployed in June 2005. The official unemployment rate stood at 5.2 percent, having peaked in the most recent business cycle at 6.4 percent in 2003 after rising from a low of 3.9 percent in the late 1990s. But in June there were some 1.6 million workers who wanted to work but who, because they were "discouraged," stopped trying to find a job. In addition there were some 4.6 million workers who were working part-time but who wanted full-time work. Taking into account these other measures of underemployment, the true unemployment rate was closer to 9.2 percent. (See Bureau of Labor Statistics News Release 05-1302, July 8, 2005.)

Other significant characteristics of the U.S. labor force include:

· An estimated 11 million immigrant workers without legal authorization work in the United States, comprising a small but growing informal sector that is concentrated in agricultural and urban service-sector industries. (See the Pew Hispanic Center report on Unauthorized Immigrants, June 14, 2005.) More than half of these workers are Mexican, but they come from all parts of the world. 

· Eight in ten American workers are employed full-time while 17 percent work part-time. Some 7.3 million U.S. workers hold multiple jobs – often by choice, but sometimes by necessity; 

· A large majority of Americans are employed in workplace establishments with fewer than 50 workers but more than half work for companies with at least 500 employees. 


What Do American Workers Do

The American economy has been transformed over the past 25 years. The Information Technology revolution, globalization and the triumph of neoliberal politics (with its focus on free trade and deregulation) have combined to reduce the share of American workers employed in manufacturing, construction and related activities from nearly 33 percent in the late 1970s to less than half that today. Over the same period, the public sector share of total employment declined as the number of public employees (state, local and national government workers) increased only modestly. Today, the private sector accounts for nearly 85 percent of all jobs in the United States. 

Managers and professionals now comprise the single largest occupational category in the U.S. economy with 41 million such workers making up more than a third of the U.S. labor force (see Figure 1). Most of these have a college education or at least some university training – and cannot, under U.S. law, be represented by a union (see below). The next largest group is sales and office (administrative support) workers. Three quarters of U.S. workers are employed in service jobs in both the private and public sectors – in so-called "white-collar" or "pink-collar" jobs. (Source: BLS, Employment & Earnings, February 2005.)


Figure 1.
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Table 1 provides a breakdown of the U.S. employment and wage levels by major industrial sector. It shows the wide dispersion of pay levels among industries, which hints at the problem of income inequality in the U.S. that will be discussed later. Although overall wage levels at market exchange rates are higher in many European countries, the abundance of land and resources in America and a lower cost of living still give American workers one of the highest standards of living in the world. More than two-thirds of Americans are homeowners. Median earnings of all full-time workers in the U.S. during 2004 stood at $636 per week -- half the work force earned more, half earned less. That translates into earnings of $33,072 per year. 

As with the earlier occupational breakdown, Table 1 also shows how dominant the service sector is in the U.S. economy. Given the role of UNI's unions in private-sector services (and in postal services, which remain in the public sector in the U.S.), UNI's potential role in America could be a much larger one. However, as this paper suggests, the challenge of organizing unions in the United States is a daunting one.


	Table 1. U.S. Employment and Earnings by Major Industrial Sector, 2004

	SectorEmploymentPercent of TotalMedian Weekly Earnings – 2004
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	Manufacturing, Mining & Construction23,760,00017.9%$693

	Commerce (Wholesale & Retail Trade)18,343,00013.8%$550

	Transport & Utilities4,942,0003.7%$711

	Information 
(media, telecom, entertainment)5,061,0003.8%$828

	Finance8,360,0006.3%$706

	Professional & Business Services10,588,0008.0%$709

	Private Education & Health
16,635,00012.5%$613

	Government (State & Local, Federal & Postal)19,710,00014.8%$751

	Other Services13,868,00010.4%$528

	Other11,729,0008.8%---

	Total132,996,000100.0%$635

	Services Sub-Total97,511,00073.3%---

	Source: Bureau of Labor Statistics, U.S. Dept. of Labor: News Release USDL 05-112 and Employment and Earnings, February 2005.





The American System of Social Protection

The New Deal reforms of the 1930s and the favored position of the United States after the Second World War ushered in a golden age for American workers between 1945 and 1973. Over this period, broadly shared prosperity was the norm. Technological advances boosted productivity by more than 100 percent during this period and real wages doubled as well, not only for the wealthiest Americans but also for working people at every level. 

A uniquely American system of social protection emerged in the middle of the 20th Century which involved a shared role for government and private employers. In the 1930s, a universal system of social insurance called Social Security (insuring against death, disability and poverty in old age) was set up along with programs administered by state governments to provide unemployment insurance and workers' compensation for injured employees. In addition, the Fair Labor Standards Act introduced regulations governing work hours, overtime pay and, eventually, a federal minimum wage. In 1965 national programs were enacted to provide health care services for the elderly (Medicare) and the poor (Medicaid). 

These government programs and protections were supplemented by private retirement, health insurance and dental plans negotiated by unions in the nation's leading companies and industries. Thanks to collective bargaining, unionized workers enjoyed the most comprehensive social protection available. However, even non-union workers benefited from the wage and benefit standards set by large unionized employers because these standards were adopted by most American companies, even non-union ones. 

Unlike most other highly developed countries and unlike many developing countries, the United States has never had a comprehensive national labor code that strictly regulates workplace matters. This reflects in part the federal nature of American government – the 50 states share a role in regulating the U.S. economy with the national government. But it also reflects a cultural predilection for free enterprise and unrestrained individualism. Whatever the reason, the U.S. does not have the kind of labor market regulation that is common elsewhere. For example:

· There is no statutory minimum on the number of vacation days for workers. The cultural norm is to provide at least two weeks a year but employers have no obligation to provide any vacation leave;

· Paid maternity and paternity leave is not mandated by law, though employers are required to provide up to 12 weeks of unpaid "family and medical" leave to care for newborns, sick relatives or other dependents; and

· The right of employers to dismiss workers without cause is permitted – though civil rights statutes, non-discrimination laws and civil service rules still apply -- and there is no legal requirement to pay severance benefits.

Of course, unions can and do set rules and standards in these and other areas -- and non-union firms can and do adopt similar rules and standards on a voluntary basis. But the law does not dictate them. 

The lack of a comprehensive labor code, however, does not mean there is no regulation. At the national level, in addition to mechanisms established by the National Labor Relations Act (described below) to regulate labor relations, the Fair Labor Standards Act (FLSA) dictates minimum wage and overtime pay standards as well as child labor prohibitions and anti-discrimination rules (equal pay for women) in both the private and public sectors. 

· The federal minimum wage in the United States is currently $5.15 per hour. Many state and local governments have enacted laws to require a higher minimum wage in their jurisdictions. For example, the minimum wage in the state of California is $6.75 per hour and the minimum wage for companies working under contract for the City of Boston, Massachusetts is $11.29 per hour. 
· Employees covered by the Fair Labor Standards Act (FLSA) receive overtime pay (one and one-half times their regular rates of pay) for hours worked in excess of 40 in a workweek. The FLSA does not require overtime pay for work on Saturdays, Sundays, holidays, or regular days of rest. Extra pay for working weekends or nights is a matter of agreement between the employer and the employee (or the employee's representative). As with the minimum wage, states may mandate higher overtime standards. In California, employers must pay overtime after 8 hours in a day, not just after 40 hours per week, and double-time pay for hours worked in excess of 12 in a day. 

At the state level, governments administer unemployment insurance and workers' compensation systems that provide benefits to insured workers who are laid off (made redundant) or who are injured on the job. Most states also regulate employer health insurance plans and provide job training service funded in part by the national government. 

Although the U.S. system of social protection had gaps in coverage (for illegal immigrants and the working poor, who relied on charity and local government assistance) and was unnecessarily costly to administer, the vast majority of American workers enjoyed excellent protection by the late 1960s. 

Unfortunately, even before this hybrid system could be fully extended to every American household, it began to unravel. The economic transformation begun in the 1970s (global inflation and stagnation, deregulation, globalization, etc.) unleashed enormous forces of change on the American workplace. The heavily unionized industrial sector gave way to the largely unorganized service sector as jobs and businesses shifted from the industrial centers of the Midwest and Northeast to the rural (Right-to-Work) states in the American South and then increasingly overseas. These changes have resulted in a significantly more unfavorable labor market for American workers, as the final section of this paper makes abundantly evident. 


Unions in America 

In 2004 there were 17.1 million workers in the USA covered by collective bargaining agreements and 15.5 million workers who were union members. This translates into a unionization rate of just 12.5 percent. Although union membership was quite strong in the public sector -- where 37 percent of government workers were organized – the overall rate of organization was depressed by the much larger private sector, where fewer than one in twelve workers were union members. In 2004, private sector union membership dropped to just 7.9 percent in the United States.


	The Union Difference in America's Two Largest Employers:
Wal-Mart vs. U.S. Postal Service 
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	Wal-MartUSPS

	U.S. Employees1,240,000832,000

	Sales ($US)$244 billion$68 billion

	Average Wage (non-managers)$9.70 per hour$20.59 per hour

	Retirement pensions (contributions and type)$3 billion since 1972 to defined contribution plans (workers invest own funds)$6.5 billion annually to both defined benefit (guaranteed) and defined contribution plans

	Health insurance60% eligible – 47% covered90% eligible – 81% covered

	Union representationNoYes




As Table 2 indicates below, outside the government sector, the transport and public utilities sector (26.2%) is the only other area of significant union strength in America. Indeed, the labor movement is weak even in areas of historical union strength –- manufacturing, mining and construction. It should be noted, however, that within the broad sectors outlined in Table 2, there are sub-sectors of relative strength. For example, within the Information sector, some 21.0 percent of telecommunications workers are organized and among federal government employees more than 80 percent of postal workers are unionized. The financial services sector is by far the weakest unionized sector in the United States. 

As might be expected, the median earnings of union members in the U.S. are far greater than those of American workers in general. Overall median earnings among full-time union workers in 2004 stood at $781 per weak ($40,612 annually), some 22 percent greater than the comparable figure for the overall work force. 

Public opinion polls consistently show that 40%-45% of Americans would like to join a union, yet very few are actually organized. Although the American labor movement is presently going through a difficult period of self-examination to confront its own failings to organize more effectively, a powerful answer to the paradox of strong public interest in unions but few union members is suggested in the disparity between union membership in the private and public sectors. High union density among public workers – which nearly mirrors the demand for unionization suggested in the opinion polls – may reflect the absence of employer opposition to unionization in the public sector. Such opposition has become the norm in the private sector. 



	Table 2. Union Membership and Earnings by Major Industrial Sector, 2004

	Industrial SectorUnion MembershipPercent of Total SectorMedian Weekly Earnings of Union Members
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	Manufacturing, Mining & Construction3,358,00014.1%$895

	Commerce (Wholesale & Retail Trade)1,130,0006.2%$596

	Transport & Utilities1,294,00026.2%$854

	Information (media, entertainment & telecom)543,00010.7%$893

	Finance176,0002.1%$657

	Professional & Business Services243,0002.3%$679

	Private Education & Health
1,324,0008.0%$717

	Government (state & local, Federal & postal)7,324,00037.2%$832

	Other Services236,0002.6%$749

	Total15,472,00012.5%$781

	Source: Bureau of Labor Statistics, Employment and Earnings, February 2005.




Public employers, which must operate with a high degree of transparency and accountability, are subject to electoral discipline and simply cannot employ the kind of anti-union (and often illegal) tactics typically employed by private companies such as Wal-Mart. According to the AFL-CIO, these tactics include:

· screening (to exclude) workers with pro-union attitudes during the hiring process;
· the use of union-busting consultants, which has grown to a $1 billion a year industry, during organizing campaigns to attack unions and spread fear of unionization;
· the harassment and dismissal of organizers and pro-union workers, which occurs in one quarter of all private sector organizing campaigns (some 24,000 employees were illegally fired and subsequently compensated for organizing activities in 1998); 
· veiled threats to close or relocate operations (used in half of all campaigns) if the workers vote for union representation;
· prohibiting workers from discussing union organizing at the workplace and denial of access to workers for the union; and 
· employer-organized, closed-door meetings (used in 92% of private union drives) with workers before union affiliation votes to make the case against unionization. 

Moreover, while public employers generally accept the results of a workplace vote for union representation and enter into collective bargaining in good faith, private companies in the U.S. often contest the results in judicial proceedings, sometimes for years, and then frequently refuse to bargain seriously with the union. The penalties for this illegal behavior are so minor that companies consider it the cost of doing business. 

In order to appreciate how private companies in the U.S. came to adopt such staunch opposition to union organizers, it helps to know a little about the development of U.S. labor law.


A Primer on U.S. Labor Law

The National Labor Relations Act (NLRA) remains the principal legislation regulating labor relations in the United States. It covers a majority of private sector workers in the country, though managerial employees, independent contractors and farm laborers (some 30 million in all) are excluded from coverage. A few key industries (railroads and airlines) are covered by an older law, the Railway Labor Act and public sector workers are usually covered by separate statutes enacted at the national, state and local levels.

The NLRA was enacted by Congress in 1935 as part of the so-called New Deal reforms of President Franklin Roosevelt. It was hailed at the time and for many years after as the Magna Carta of American labor. Previously, employers had been free to spy on, interrogate, discipline, discharge, and blacklist union members. But in the 1930's workers began to organize militantly. A great strike wave in 1933 and 1934 included citywide general strikes and factory takeovers. Violent confrontations occurred between workers trying to form unions and police and private security forces defending the interests of anti-union employers. Many historians believe that the U.S. Congress adopted the NLRA primarily in the hopes of averting greater, possible revolutionary, labor unrest.

The NLRA guaranteed workers the right to join unions without fear of management reprisal. It created the National Labor Relations Board (NLRB) to enforce this right and prohibited employers from committing unfair labor practices that might discourage organizing or prevent workers from negotiating a union contract. 

The NLRA galvanized union organizing. Successful campaigns soon followed in the automobile, steel, electrical, manufacturing, and rubber industries. By 1945, union membership reached 35 percent of the work-force, up from less than seven percent in the early 1930s.

Over a brief period of time between 1935 and 1947, the U.S. government's position was openly friendly to union organizing and collective bargaining, as the excerpted policy language of the NLRA below suggests:


It is declared to be the policy of the United States to eliminate the causes of certain substantial obstructions to the free flow of commerce and to mitigate and eliminate these obstructions when they have occurred by encouraging the practice and procedure of collective bargaining and by protecting the exercise by workers of full freedom of association, self-organization, and designation of representatives of their own choosing, for the purpose of negotiating the terms and conditions of their employment or other mutual aid or protection.
-- Section 1, National Labor Relations Act of 1935


Although this language formally remains the national policy of the United States, industrialists, pro-business political leaders and other opponents of organized labor refused to accept it and sought to weaken the NLRA from the very beginning. After the Republican Party gained control of Congress in 1946, they succeeded with the passage of the Taft-Hartley Act of 1947 (named after its Congressional sponsors). Taft-Hartley added provisions to the NLRA allowing unions to be prosecuted and sued for a variety of activities, including mass picketing and secondary boycotts. It also permitted state governments to enact legislation to prohibit "union security clauses" or "closed shop" provisions in collective bargaining agreements – provisions that made union membership a condition of employment. In short, the Taft-Hartley Act made illegal most of the tactics used to build the labor movement in the 1930s and 1940s. 

A second major revision, the Landrum-Griffin Act of 1959, imposed extensive financial reporting and electoral requirements on unions and implemented further restrictions on their operations – including a short-lived ban on Communists serving as elected union officers.

The two major revisions of the NRLA at first shifted the government's stance from an openly pro-labor position to a position of neutrality between management and labor and facilitated a policy of open hostility to organized labor in many parts of the nation. Indeed, 22 states, mostly in the Deep South and Rocky Mountain West, subsequently passed so-called "Right-to-Work" laws banning union security clauses and closed shops. These "right-to-work-for-less" laws, as they are known in the U.S. labor movement, severely restricted union organizing in the fastest growing areas of the U.S. – the south and the west. 


The Crisis of American Labor

The anti-labor legal framework adopted in the 1950s, combined with the widespread adoption of "union avoidance" strategies by American companies in the 1960s and 1970s, and their willingness to pay minimal fines for openly violating the NLRA's prohibitions on employer interference in organizing campaigns, resulted in a steady decline in the American labor movement. The percentage of workers organized has declined steadily over the past 40 years. 




Why Won't the U.S. Ratify ILO Conventions?

In 1998, the United States endorsed the ILO Declaration on Fundamental Principles and Rights at Work, which focused on four core labor standards (the right to organize and bargain collectively, the elimination of forced labor, the abolition of child labor and the prohibition of discrimination at work). The U.S. has only ratified two of these (those on forced labor and child labor) and has refused to ratify most other ILO conventions. Why?

The obvious answer is: politics. Business interests in America, including the Chamber of Commerce and its allies, have historically opposed the ratification of ILO standards and have always used their influence to block ratification in the U.S. Congress. The reality is a bit more complicated. The federal nature of the U.S. Constitution, which divides the regulation of workplace and labor matters between the national and state governments, has been used by opponents to thwart the adoption of ILO standards. These opponents argue that the ratification of most ILO conventions would mandate changes (large and small) in domestic law at the state and local levels of government as well as at the national level and would create new internationally enforceable rights. As a result, the U.S. Senate has treated ILO conventions as treaty commitments and subjected their ratification to the Constitution's requirement of a two-thirds majority to adopt treaties. Although many ILO conventions have had majority support over the years, two-thirds of the Senate's 100 members has rarely supported them. 

Unfortunately, in light of the current make-up of the U.S. Congress, formal ratification of the ILO's core conventions will not happen any time soon.



Still, as recently as 1979, nearly a quarter of all American workers were union members. The situation turned into a full-blown crisis in the 1980s when the national government adopted aggressively anti-union policies. This shift, best symbolized by President Reagan's decision to fire and replace tens of thousands of striking air traffic controllers in 1983, was accomplished with the appointment of a pro-business majority to the National Labor Relations Board (NLRB) and corporate-friendly judges to the federal judiciary. The impact of these appointments was devastating: 

· The NLRB increasingly turned a blind eye to bare-knuckle tactics against union organizers which are now routinely used by corporate giants like Wal-Mart. Although many of the most blatantly anti-union rulings were reversed when President Clinton's appointments controlled the Board, this relief was short-lived with the election of President George Bush who once again appointed an anti-union majority. 

· Throughout the 1980s, various federal judges issued a string of anti-union decisions restricting the rights of unions and organized workers. These decisions empowered companies to adopt a variety of union avoidance strategies such as "double-breasting" (outsourcing work to non-union subsidiaries) and reclassifying workers as "independent contractors" who are ineligible for union coverage. Particularly damaging was a decision that legalized the "permanent replacement" of workers who exercised their right to strike. The number of major strikes declined dramatically. In 1970, 2.5 million workers participated in at least one strike; fewer than 200,000 did in the 1990s. The number of major strikes – those involving at least 1,000 workers, fell from 235 in 1979 to just 17 in 2004. (Source: Bureau of Labor Statistics Work Stoppage data.) 

Figure 2 illustrates the dramatic decline in union density in the U.S. In 1983 only two states had fewer than 10 percent unionization in the U.S while 20 states had organization rates in excess of 20 percent. By last year, the ratio of relatively well organized states to poorly organized states was essentially the reverse of the ratio observed in 1983. 


Figure 2. The Collapse of Union Density 
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As the discussion below outlines, this decline in union strength has not only hurt American workers economically, it has also hurt them politically –- it is no coincidence that President Bush's electoral performance was strongest in states where America's unions are weakest. 

The failure of the American labor movement and its political allies in the United States to effectively resist the corporate opposition to organizing over the last three decades was most apparent in 1977 when a Democratic president and a Congress entirely controlled by Democratic majorities failed to enact labor law reform to fix the problems that emerged after the passage of the Taft-Hartley Act. Another chance was missed in 1992 when the labor reform recommendations of a Presidential Commission appointed by President Bill Clinton were largely ignored. 

Labor's poor legal environment in the USA poses a special challenge to UNI in a time of globalization since large multinational companies that work well with unions in other countries are increasingly making investments to locate operations in the United States. See Table 3. 

The price American workers are paying for these failures is becoming increasingly apparent today. The high standard of living for ordinary workers built in America between the 1930s and 1970s is now at risk. A review of the historic and current day results of America's labor market – i.e., the pay, benefits and conditions of work in America – demonstrates this clearly. 



Table 3.


When in America, do as the Americans?

In the aftermath of the World War II, North American based multinationals expanded to the far corners of the globe. But in recent decades, the spread of multinationals have become more of a two-way street. European, Japanese, Chinese and Latin American companies are increasingly locating their operations in the USA. Japanese automakers and German manufacturing firms led the way in the 1980s and since then foreign direct investment in the United States has surged in many other sectors, including those organized by UNI affiliates.

Many of these foreign-based multinationals are have long-established relationships with unions in their home countries and often maintain excellent labor relations. Yet once they set up shop in the USA, they frequently adopt the same sort of regressive, anti-union practices that have become commonplace among American employers and which are described in this report. Three examples illustrate this problem:

Group 4 Securicor. The former Danish, now British-based security multinational acquired the viciously anti-union Wackenhut Corporation in 2002, but it has failed to implement the kind of progressive labor relations required in Denmark and other European companies. In Denmark, Group 4 Securicor provides security guards with 111 hours of training and pays them $17-$20 per hour. In the U.S. its non-union Wackenhut guards get as little as one hour of training and are paid about $9 per hour and the company refuses to follow in the footsteps of Securitas and other major US competitors and sign industry-wide agreements on union recognition. It therefore avoids providing health insurance to the majority of its US employees. 

DHL Global. DHL, the international express services unit of Deutsche Post AG, exploits the same loophole in U.S. labor law used by the U.S. multinational Federal Express to thwart union organizing. Like several units of FedEx, DHL delivery personnel are set up as "independent contractors" under U.S. labor law, which means they are considered individual business owners who therefore cannot engage in collective bargaining. 

T-Mobile. Deutsche Telekom's mobile telecoms unit recently purchased the operations of Cingular in the U.S. state of California. Rather than work with the Communications Workers of America, which represented the Cingular workers involved, T-Mobile decided not to employ all the unionized workers and keep only the unorganized managers. 

In every case, companies which embrace socially acceptable methods of labor relations in their home countries have adopted U.S.-style practices. This problem of employing practices in the United States that would be totally unacceptable at home poses a challenge and an opportunity to UNI and its affiliates. If otherwise good employers are allowed to implement regressive practices abroad, standards achieved at home are threatened. A "race to the bottom" will become inevit​able. That is why UNI's efforts to negotiate framework agreements, including those with pledges to remain neutral in the face of union organizing campaigns around the world, are so important. 


The recent victory of Quebecor workers in the U.S. state of Nevada shows the power of such a neutrality agreement. Soon after UNI reached its global agreement with the previously anti-union Quebecor in May, the 207 workers at Quebecor's plant in Fernley Park, Nevada voted to be represented by UNI's GCIU affiliate. UNI affiliates representing workers home-based multinationals abroad have the power to help workers in the USA overcome America's hostile union environment. 





III. The Return of Labor Market Risk


The chief result of the New Deal reforms -- which created a powerful American labor movement and paved the way for progressive labor market policies in the middle 50 years of the 20th century -- was the creation of a huge middle-class in the U.S. Before the 1940s, home ownership, a college education and ability to retire before old age were restricted to a limited class of wealthy Americans. By the end of the 1970s, the vast majority of Americans could reasonably expect to enjoy all these things. At that point, nearly two-thirds of American adults owned their own homes, most workers could afford to send their children to college (thanks in part to widely available and generous financial aid) and a majority of American adults could rely on a company pension plan to supplement their future Social Security benefits and private savings in retirement. 

Underlying this achievement was a significant reduction in labor market risk faced by ordinary American workers. A federal minimum wage and the right to organize unions strengthened the bargaining power of workers relative to their employers -- which allowed workers to share the benefits of productivity growth through rising real wages. Unemployment insurance ameliorated the burden of temporary joblessness and generous workers' compensation benefits offset the financial damage of workplace injuries. Meanwhile, American companies took on the risk of insuring their workers from illness and the risk of investing for their retirement years by sponsoring health and pension plans. 

Since the late 1970s, this process of transferring risk has reversed itself. Indeed, the quality of the U.S. labor market has deteriorated as governments at all levels and employers across the country began to return the risk of adverse labor market outcomes to workers and their families. This deterioration is evident in both the adoption of neoliberal labor market policies and loss of bargaining power by workers relative to their employers. Both trends have undermined the situation of America's workers. 


The Neo-Liberal Policy Assault 

The labor market institutions described above were built up over many decades. However, since the rise to political dominance of conservatives (neoliberals) in 1980s, they have been under steady assault. The crisis facing the American labor movement has already been described, but other attacks have been just as sustained:
· The federal minimum wage was frozen throughout the 1980s at $3.35 an hour and has been raised just twice in 15 years. Since the last increase took effect in1997, the minimum wage has already lost more than 15 percent of its purchasing power. In fact, in inflation-adjusted dollars, the minimum wage is worth less now than it was in the early 1960s. At its current level ($5.15 per hour), a full-time worker with one or more dependents cannot earn enough to exceed the government's official "poverty line." Until, the 1970s, the minimum wage was traditionally set at 50 percent of the median wage of American workers. If that guideline were followed today, the minimum wage would need to be increased by 54 percent to a level of $7.94 per hour.

· The drive to liberalize international trade in goods and services in ways that strengthen the interests of multinational employers and weaken those of working people in the U.S. and abroad has gathered momentum since the 1990s. The negotiation of the North American Free Trade Agreement, with its strict protections for investors and non-existent protections for labor rights, established a pattern that has been followed with a series of bilateral trade agreements with Chile, Singapore and other countries. At the time of this writing, a deeply flawed Central American Free Trade Agreement was before the U.S. Congress and negotiations for a Free Trade Area of the Americas were underway.

· Pro-business forces have also successfully targeted state-administered programs over the past 30 years. Repeated efforts to slash the cost of employer-financed unemployment insurance and workers' compensation programs have significantly reduced both the scope and the benefits payable by these programs. Although most state unemployment insurance (UI) systems still replace 50 percent of unemployed workers' lost income (for those earning the median salary), they are typically payable for just six months, down from 15 months or more in the 1970s. Combined with severely tightened eligibility requirements implemented over the years, only about a third of unemployed workers now actually receive benefits when they are unemployed. Similarly, income maintenance payments and medical benefits of injured workers have been repeatedly slashed over the past 25 years. 

· At a time of tremendous change in the global economy, when deregulation and trade liberalization has confronted workers with the need to upgrade their skills and change occupations, governments in the United States have implemented devastating cuts in worker training programs. In today's dollars, the budgets of publicly funded training programs have declined form $27 billion in 1980 to just $4.5 billion in 2004. Increasingly, workers displaced by technological change or international trade are on their own. 

In short, neoliberal political forces have attempted with some success to dismantle the social safety net for American workers. The arrival of President George W. Bush has only intensified these efforts (see Table 4 for a summary of the pro-business/anti-labor record of the Bush administration). The labor market risks this safety net was designed to mitigate are being transferred from society as a whole, which can handle them most efficiently, back to individual workers who are left to deal with the consequences by themselves. These developments alone would be harmful enough to the welfare of American workers, but when combined with the weakening of workers' position relative to America's employers in the setting of pay and benefits, they are devastating. 



Table 4. 

The Bush Anti-Labor Record

Despite gaining election in one of the most contested and controversial elections in American history in 2000, President George W. Bush has shown no restraint in the pursuit of the neoliberal dream of a laissez faire labor market. From the start he his administration has taken every opportunity to strengthen the power of American business and to weaken the position of America's workers and their unions. A brief summary of the low-lights:

Taxes. The Bush administration has enacted three separate tax laws designed to shift the burden of federal taxation away from wealth and capital income and toward wage earners. The latter's future taxes will have to pay for massive interest payments on a federal debt that has grown by more than one trillion dollars as a result of budget deficits caused by the tax cuts and the war in Iraq. The new tax laws phased out the "estate tax" on inherited wealth, reduced the tax rates on dividend and capital gains income (90% of which is payable to the 10% richest American households) to less than the rates on wage income and reduced corporate taxes through a series of loopholes.

Medicare reform. The creation of a prescription drug program for senior citizens in the Medicare program was hijacked by the Bush White House to benefit the multinational pharmaceutical industry rather than retired Americans. The law prohibits the government from regulating prices, importing less expensive drugs from third countries or negotiating with drug companies on behalf of Medicare enrollees for better prices. It also encourages enrollees to leave the government run program by subsidizing private providers. 
Social Security privatization. The Administration is currently attempting to exploit a long-term deficit in the Social Security program (which is fully funded through 2041) to radically alter the social insurance program by introducing private investment accounts into the program. These accounts would drain resources away from Social Security and force massive cuts in retirement, disability and survivor benefits. The resistance of the American labor movement, the poor performance of the stock market in recent years and the public's suspicion of corporations in the wake of numerous accounting scandals has so far thwarted the plan, but the White House has pledged to pursue it.

Fair Labor Standards Act (FLSA). Earlier this year, the Bush Administration implemented the first major overhaul of the FLSA's overtime regulations in nearly 40 years – over the strenuous objection of the labor movement and majorities of both Houses of Congress. It stripped an estimated six million American workers of their right to receive overtime pay by expanding the definition of "managerial" employees, a category of employees who are exempted from the law. Not content to stop there, the administration is now proposing legislation to permit employers the "flexibility" of giving workers time off (paid at their straight-time rate) in lieu of overtime pay (at 1.5 times their regular rate of pay). Another provision in the same proposal would change the trigger for overtime pay from 40 hours in a week to 80 hours over a two-week period. Both proposals would grant employers near unfettered control over their employees' hours of work – at least those workers not covered by a collective bargaining agreement. 

Right to organize unions. Through the appointment of pro-business allies to the Department of Labor and as members of the National Labor Relations Board, the Administration has once again tipped the balance toward employers. The Department and the Board reversed a number of long-standing pro-labor policies of the Clinton administration and has issued a string of pro-business rulings. The Labor department repealed a regulation requiring employers to report the resources they spend on "union-busters," consulting companies that help firms fight union organizing campaigns. Similarly, the Board ruled that temporary workers have no right to organize and is now conducting a review of the legality of voluntarily negotiated neutrality or card check agreements. Firms that sign such deals agree not to actively oppose union organizing campaigns and/or to recognize a union with majority support (card check) without a formal NLRB election. This review appears to target the kind of framework agreement UNI has pursued with multinationals in numerous sectors.

Public sector unions. The White House used the crisis of September 11, 2001 to strip hundreds of thousands of federal government workers of their right to collective bargaining. In 2002, the government consolidated dozens of agencies and departments with law enforcement, national security and related functions into a new Department of Homeland Security (DHS). In the process, the Administration repealed the existing civil service rules and permitted the new department to exclude workers from collective bargaining rights on dubious "national security" grounds. President Bush is now attempting to do the same with the nearly one million civilian employees of the Department of Defense. Meanwhile, he has set a goal of outsourcing up to 850,000 federal employee jobs to private sector contractors.

Union regulation. In July of this year, the Bush Labor Department implemented new financial reporting requirements on America's unions. The rules require unions to provide detailed reports on staff activities and union spending. Offered under the pretense of assuring union members that their dues are being properly used, the new rules are really intended to bury unions in paperwork and impose huge new costs on the labor movement. The AFL-CIO has predicted that the new rules will cost America's unions hundreds of millions of dollars in compliance costs. 


The Results of the American Labor Market: 

The value of an American-style labor market cannot be judged by the aggregate number of jobs or overall average income levels. The quality of jobs also matters and data on average incomes often hide more than they reveal. How income is distributed between ordinary workers and executives is more meaningful. How hard families must work to preserve their standard of living is more relevant. And the ability of workers to share in the gains of rising productivity is the better test of a labor market. On all these grounds, the American labor market model has failed. 

Declining job quality. The shift in employment from manufacturing to services led to the creation of many more lower-paying jobs than higher-paying jobs. A recent study by the Economic Policy Institute found that average wages in expanding industries ($30,368) were 41 percent less than in contracting industries ($51,270) since the current economic recovery began in November 2001. Indeed, over the past two decades, permanent, full-time work has become scarcer -- the average tenure of middle-aged men fell from 11 years in the 1970s to 7.5 years in 2002. Outsourcing (known by euphemism as downsizing, right-sizing or focusing on the core competency), reduced the average firm size by 18 percent over the past 30 years. Smaller firms are less likely to provide stable, full-time work with high wages and good benefits. 

Stagnant wages. The loss of bargaining power due to weaker unions, outsourcing and other factors have caused real wage rates to stagnate over most of the past 25 years. The median wage (earned by workers at the 50th percentile in the distribution of wage incomes), did not increase at all between 1979 and 1989 after adjustment for inflation and actually declined between 1989 and 1995. The gains of the standout years, 1995-2000, were partially offset during the recent recession and sluggish recovery. Over this entire period, real median wages grew by just 0.3 percent per year and the relationship between rising productivity and rising real wages broke down. While real wages of production workers largely tracked productivity gains between 1947 and 1973 (both rising by about 100%), for most of the period since 1973 they have lagged productivity significantly. 

Faltering health insurance. The employer-based system of health insurance is under tremendous strain. Soaring health care costs have increased the average cost of family insurance to more than $10,000 annually. Deregulated drug prices, improved medical technology, an aging population and an inefficient private insurance industry which spends 13 cents of every health care dollar on administrative expenses all are contributing factors. Employers are shifting costs to employees, reducing coverage for family members or retirees or dropping health coverage altogether. Indeed, the percentage of workers obtaining health insurance from their employers fell from 70 percent in 1987 to 63 percent in 2004. The average American household now spends $5,000 per year on medical care and some 44 million Americans (mostly young workers and the working poor) do not have health insurance at all. Last year's months-long battle over health care benefits between UNI affiliate UFCW and several grocery chains in southern California highlighted the health insurance crisis in America.

Worsening pensions. By the 1960s, most American workers expected to get a guaranteed pension after working several years in the work force. That is no longer the case. The percentage of workers with any kind of employer pension plan declined from 50% in 1979 to less than 45% in 2002 (and has probably dropped further since). More importantly, the quality of those plans has deteriorated significantly. In 1979, 80% of workers who had a company pension had guaranteed benefits based on final salary and years of service. Today, fewer than 25% do as companies have replaced so-called "defined benefit" plans with "defined contribution" pensions – in which individuals are responsible for investing their own retirement funds made up of employer and personal contributions. This trend has shifted the risk of retirement investing from employers (and the government agency that insures defined benefit pensions) to employees, whose retirement income will now depend on their luck in the stock market. (In the wake of the collapse of Enron, whose workers lost all their pension benefits, workers are beginning to understand the risks of investing.)

Longer hours of work. American families have responded to stagnating wages and lost benefits by sending more household members into the labor market and working more hours. Work force participation of women with children soared from around 40 percent in the 1970s to 70 percent in 2004. Between 1973 and 2002, the average American increased his annual working hours from 1,679 hours to 1,815 hours. In families with children, the total number of hours worked by household adults surged by 18 percent between 1979 and 2002, rising from 3,069 to 3,566 hours. Despite all the additional effort, real median family income increased much less than productivity (34% vs. 65%) during this period. As will become apparent below, the benefits of productivity growth were no longer being distributed equitably – the highest income families were able to capture the lion's share of these benefits.

Rising inequality. The American labor market failed the vast majority of American workers because the wealthiest households captured the vast majority of income growth in recent years. Between 1979 and 2000, for example, the real average income of American workers in the bottom 20 percent of the nation's income distribution increased just 6.4 percent. Over that same period, those in the top quintile enjoyed an increase of 69.6 percent – and those in the top one percent got an income boost of 184.3 percent. Indeed, the top 20 percent of earners captured nearly 75 percent of the growth in the nation's income between 1979 and 2000. This gross inequality shows up in the ratios of CEO salaries to those of average production workers. In 1965 that ratio stood at 26 to 1; by 2003, it soared at 185 to 1. The average CEO of a Fortune 500 company now enjoys an average annual salary of $9.84 million. 

Increasing debt. Another indication of the deteriorating quality of the U.S. labor market is the expansion of household indebtedness in America over the past couple of decades. In the face of stagnant wages and incomes, many workers, particularly those in the middle and bottom end of the income distribution, have borrowed to make ends meet. Consumer debt increased from 19.5% to 24.0% of personal income between 1979 and 2003. This does not count the appearance of home equity debt (funds borrowed against the value of workers' homes) which rose from virtually zero to 10.5 percent of personal income over the period. Meanwhile, with less money for down-payments on home purchases, mortgage debt soared to from 46% to 85% of personal income between 1979 and 2003. The end result is that American workers not only face increased labor market risk, but they also face increased credit risk as well. 




IV. Fighting Back: Rebuilding the American Labor Movement


American workers, despite the negative trends of the past two decades, still enjoy one of the highest standards of living in the world. But if these trends are not reversed soon, that standard of living is at risk. There is a growing consensus among progressive political forces in America that the first step toward improving the lives of American workers is to rebuild the strength and power of the U.S. labor movement. There is no denying that the reelection of George Bush in 2004 was a major setback in the drive to revitalize America's unions, but UNI's American affiliates have no choice but to press ahead. 

There is widespread agreement that America's labor laws need to be reformed to give unions a fair chance to rebuild and progressives have rallied behind a legislative proposal called the Employee Free Choice Act (EFCA). Given the strong pro-business majorities in Congress and an anti-union President in the White House, there is less agreement on how to muster the political support to enact it – indeed, a major debate has erupted in America's trade union center, the AFL-CIO, over how the labor movement should be organized and how it should deploy its resources to move ahead. The proposed labor law reform and the internal debate within the AFL-CIO are considered central to the outlook for America's working people.

Employee Free Choice Act. The EFCA was introduced in Congress in April. It has three major provisions. First, it would grant a union recognition as a collective bargaining agent if a majority of workers in a workplace sign authorization cards. This "card check" certification would allow unions to organize outside the contentious process of union certification elections that employers now manipulate to deter organizing. Second, it would provide for first contract mediation and arbitration to prevent employers from refusing to bargain in good faith once a union is recognized. And third, it would significantly increase the penalties and monetary fines for violations of the National Labor Relations Act by employers seeking to illegally influence or hinder the rights of employees to choose a union. 

Restoring the intent of the NLRA to encourage collective bargaining as a matter of national policy is crucial to the future of the labor movement. The AFL-CIO is working to build political support for the EFCA among progressive allies inside and outside the labor movement. Meanwhile, many unions are working at the state and local level to enact similar laws in subsidiary levels of government. Over the long run, labor law reform is essential.

The AFL-CIO debate. As this report was being prepared, the most far reaching and sometimes contentious debate in the 50-year history of the AFL-CIO has been taking place in America. The debate concerns the future leadership and orientation of the AFL-CIO. The basic issue revolves around how the AFL-CIO should set its priorities and deploy its resources. A group of unions that advocate an increased focus on organizing has formed the Change to Win Coalition. Among a number of suggestions, they advocate a major reduction in affiliation fees to the AFL-CIO with the goal of redirecting funds to strategic organizing campaigns in core industries through coordinated local organizations. Another group of unions support the current leadership of the AFL-CIO and its reform plans. They oppose reducing the AFL-CIO's resources and believe that the AFL-CIO must intensify its efforts to achieve change (labor law reform, etc.) through political action in addition to bolstering the movement's organizing activities. 

The AFL-CIO was set to meet in Chicago in the last week of July, so the outcome of this important debate could not be known in time for this report. Regardless of the outcome, UNI's affiliates in the United States on all sides are committed to rebuilding the American labor movement so that long-needed reforms in the USA labor market can be achieved.





V. Conclusion: It's Time to Retire the USA Labor Market Model

Perhaps the greatest indictment of the USA's labor market is the fact that poverty in the United States actually increased over the past 30 years from 11.2 percent in 1973 to 12.5 percent in 2003 even as per capita incomes rose by nearly 70 percent. That 35 million Americans live in poverty and 44 million cannot afford health insurance shows that the labor market is failing to equitably share the benefits of economic growth. These glaring shortcomings in one of the world's wealthiest countries are simply unacceptable. This USA model is no model for the rest of the world. The world, and America, can do much better. Rather than exporting the USA labor market model, it's time to retire it. 

UNI and its American affiliates share the conviction that a stronger labor movement, both in the USA and around the world, is the key to restoring the USA's labor market to its former glory. As economist Paul Krugman of Princeton University once observed in Mother Jones magazine (Dec 1996): ". . . if you are worried about the cycle of polarization in [America], you should support policies that make unions stronger, and vociferously oppose those that weaken them." That is true for America and it is true from the whole world.
