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Labor Lost
Why the AFL-CIO’scynical surviva strategy isdoomed

By Michad McMenamin

Organized |abor was aone-century phenomenon. Look it up. Union memberswereonly 9.5 percent of
the private sector work forcein 1999, down from apeak of 37 percent 40 yearsearlier. Thelast time
union membership wasthat low wasin 1902, when union memberswere 9.3 percent of the private sector
work force. And back then, unionswere true member-based organi zations poised to play asignificant role
inthenew century’seconomic growth, not the government-coddled, coerciveingtitutionsthey have
become. The current union leaders, led by AFL-CIO President John Sweeney, have no realistic plansto
change course. They arepresiding over thefinal, terminal stage of organized |abor. Andthey likethings
justtheway they are.

Today union leaders, politicians, and employers conspireto takefrom their members, congtituents, and
employeeshundredsof millionsof dollarsevery year, inviolation of the First Amendment. What was once
aproud mass movement that improved and dignified thelives of itsmembersin vital ssgmentsof the
manufacturing-based economy isnow no morethan aspecia-interest adjunct to apolitica party, humored
andtolerated lessfor thevoting blocit nolonger commandsthan for the soft money it can deliver. Orga-
nized labor in the private sector no longer servestheinterestsof itsmembers. It hasfailed to adapt tothe
new information economy, asit successfully adapted toindustriaizationintheearly 20th century. Itisdying
before our eyes.

No one symbolizesthesad, cynical future of organized |abor asjust another specia interest group with
money to throw around better than Sweeney, thewell-padded former president of the Service Employees
International Union (SEIU). The SEIU, whose core membersarejanitorsand low-level hedlth care
workers, isnow thesinglelargest unioninthe AFL-CIO. Sweeney, who majored in economicsat lona
College, hasbeen aunion employeeall hisadult life; he started working for SEIU in 1960. He has never
cleaned office buildings or emptied bed pans, as have the bulk of the SEIU’smembers, whose hard-
earned dues paid hisexpense account and supported hiscomfortable, six-figure-incomelifestylewhilehe
headed up the SEIU.

Sweeney waselected president of the AFL-CIO in 1995, over the opposition of theold industria unions.
Hiscampaigntheme: Do what | did. Stop spending so much money on your current members, negotiating
and administering their contractsand processing their grievances. Instead, trust their employerstodothe
right thing. Then spend more money on organizing new members. Sweeney’sgoa wastoincrease AFL -
ClO membership by 3 percent annually, i.e., an additional 600,000 new members each year—atough goa
he hasyet to meet. In 1998, for example, the AFL-CIO added arecord 475,000 new workersto its
member organizations. But with other union membersleaving through plant closingsand downsizings, the
net gain wasonly 65,000.

Even the net gain isdeceptive because the union membersleaving through plant closingsand downsizings
arenot being replaced by members hol ding comparablejobs. Organized |abor grew inthe 20th century as
Americachanged from an agricultura to anindustrial economy. Thingsarevery different today, and
organized |abor hasfound no anal ogousroleinthe post-industrial economy.



Even academics sympathetic to unions concede that they’ re on the skids. In hisrecent book, Fromthe
Ashesof the Old: American Labor and America’'s Future, Stanley Aronowitz, aMarxist-leaning profes-
sor of sociology at the City University of New York, writes: “ Aswe approach the new century, organized
labor hasfallen on hard times. Oncetheforcethat encouraged government intervention in every aspect of
economic life, thelabor movement, over thelast twenty years, hasbecome asymbol of what many seeasa
surpassed system. Many younger people, who never experienced the Depression, World War 11, and the
daysof postwar prosperity, are now mesmerized by theideology of individua initiative and the promiseof a
gleaming high-techfuture.”

Sweeney aready knowsthat unionshave nothing to offer to people* mesmerized by theideol ogy of indi-
vidua initiativeand the promise of agleaming, high-tech future.” Thesmplereason: They’ remakingtoo
much money. But if the New Labor of John Sweeney holdsno attraction for employeesinthe post-industrial
economy, and the manufacturing work force of the old economy continuesto shrink, what isSweeney’s
businessplan for maintaining labor’s cash flow from member dues?Hisnew paradigm for [abor isto orga-
nizetheworking poor, those peopl e employed in minimum-wage or near-minimum-wage positions.

That paradigmisembodied in Sweeney’sown SEIU, one of thefew unionsthat cons stently shows net
membership gains. The SEIU spends47 percent of itsannual budget on organizing, anditslocalsdevote
approximately 20 percent of their fundsto the sametask—atota of morethan $60 million, $33 million of it
fromthelocals. To appreciate the magnitude of this, asrecently as 1993 no morethan 10 of the SEIU’'s 77
locals put any money into organizing, and in 1995 the SEIU and itslocal s spent only $20 million on organiz-
ing. Eventhe SEIU’s 1995 spending level isimpressive when you consider that asrecently as 1996, ac-
cordingto Richard Bensinger, director of the AFL-CIO organizing department, only 3 percent of union
funds nationwide was spent on organizing.

Themarketing strategy isworking. In 1998 the SEIU won 66 percent of the el ectionsinwhichworkers
chosewhether to certify it astheir representative. By contrast, the Teamsterswon only 44 percent of their
elections, and therest of the AFL-CI O, other than the Teamstersand the SEIU, won only 49 percent.

The SEIU’ssuccessinwinning certification e ectionsunderscorestherank cynicism of Sweeney’smodd,
which givestheunion aswelling stream of duesrevenue. Thefact isthat unionsachievelessfor theworking
poor than the market does. A recent study by economistsWilliam Even of Miami University of Ohio and
David Macpherson of Florida State University showsthat during thelast 20 yearsthe median percentage
wage growth for full-timeminimum-wageworkersintheir first year of employment was 13.8 percent. For
all minimum-wageworkers, it was 10.1 percent. No union contract today even comescloseto what the
market produces onitsown for theworking poor, who rapidly move on to better-paying jobs.

The SEIU isthe country’slargest health careworker union, in both hospital sand nursing homes. Health care
istheunion’sniche, and Sweeney’ s successor as SEIU president, Andrew Stern, ispressing hisold boss
hard for an alocation of marketsto eliminate competition from other unionsin the health careindustry. Last
year, the SEIU entered into ajurisdictiona agreement with the Hotel Employeesand Restaurant Employees
Union (HERE) under which the SEIU agreed not to organi ze hotel workersor gambling employeesand, in
turn, HERE agreed not to organizejanitorsor health careworkers. (If two companiesmade adeal likethat,
of course, they’ d beviolating theantitrust laws, but unionshavelong had aget-out-of-jail-free card when it
comesto antitrust.)

Why target the health careindustry? In arecent monograph, Labor Pains: The Corporate Campaign
Against the Health CareIndustry, Jarol B. Manheim, apolitical science professor at George Washington
University, offersthe same explanation Willie Sutton once did for robbing banks: That’swherethemoney is.



Manheim pointsout that thereare 6 millionto 7 million potentially organizableworkersinthe health care
industry, whose dueswould produce arevenue stream of nearly $3 billionayear. Moreover, asManheim
observes, “many of theseworkersareinlow-wage, low-prestigejobsand many arewomen or minorities.”

Heincorrectly considersthisabarrier to organizing, becauseturnover inthesejobsiswell over 90 percent.
Manheim suggeststhat high turnover “ makestheworkersto be organized something of amoving target.”
Not redly. In adynamic economy, therewill awaysbe high turnover inlow-wage, low-prestigejobsasthe
working poor move onto better-paid, higher-prestigejobsand havetheir placestaken by other entry-level
employees. Thissuitsthe SEIU just fine. All it hasto doiswin oneéection with theemployeesit has
organized at that time. Onceit wins, it pretty much canjust sit back and let the duesroll in.

Unionization doesn't stop turnover inlow-wage, low-prestigejobs. But the new employeeswho take those
jobsafter their predecessorsmove onto better thingsfind themsel ves saddled with aunion they didn’t
choose becausethelabor laws presume that the new empl oyees support the union in the same proportion as
theold employeesdid. Thelaw doesprovidefor decertification el ections, but the National L abor Relations
Board (NLRB) frownson them. Asaconsequence, only 199 wereheld inthefirst six monthsof 1999,
downfrom 247 inthefirst half of 1998. Besides, towinaninitial eection, unionsneed only amajority of
thosevoting. Decertifying aunion requiresamgjority of all eigiblevoters.

The SEIU isfar lesssuccessful at representing itsmembersthan at organizing them. Whileit won two-thirds
of itselectionsin 1998, it succeeded in actually negotiating acontract in lessthan half of thoseworkplaces.
Thereason hasto do with the economicsof the hedlth careindustry, whichishighly dependent on govern-
ment financing and highly constrained by government regul ations. Seventy percent of therevenueinnursing
homesa one comesfrom Medicaid. Starting with the Health Care Finance Administrationin Washington,
every aspect of the health care delivery systemisregulated by one, two, or morelevelsof government with
respect to thequality of care, thetype of care, conditionsin health carefacilities, and reimbursement. These
rulesandthelevel of Medicaid reimbursement limit the ability of employersto meet union demands.

In hisdescription of athreatened statewide strike at Connecticut nursing homesin 1999, Manheim shows
how government regul ation can work to the SEIU’ sbenefit. Given Medicaid-mandated cost controls, the
nursing homessimply could not afford the pay increases demanded by the union. Theimpasse energized the
state’sgovernor, John Rowland, who met with legid ativeleaders and subsequently announced a 10 percent
increasein Medicaid reimbursement ratesin each of the next two years, for atotal of $179 million, $150
million of it earmarked for salary increases.

But thissort of thing doesn’t work very often, whichiswhy the SEIU can’t successfully conclude more
contractsand keep its campai gn promisesto secure higher wages. The employers cannot afford to pay
more, and the peoplein thelow-wage, low-prestigejobsthat arethe SEIU’ sstock in trade cannot afford to
go on strike. Without the strikeweapon, the SEIU haslittleleverage unlessit can find apushover like John
Rowland who doesn’ t have the experience or sophi stication to recognize abluff when he seesone. Even
then, the SEIU hasto have enough of astate’snursing homesunder contractswith acommon expiration
dateto mount acrediblebluff.

The SEIU’scontinued expansioninthe health careindustry dependslessonitsability to deliver higher
wagesthan onitspolitica clout. In July, for example, theHedth Care

Finance Administration delivered areport to Congress recommending new rulesthat would force thousands
of nursing homesto hiremorenursesand health aides. But that will happen only if Congressdramatically
increases Medicaid paymentsto nursing homes.



Organized labor’sfuturewasfar brighter 100 yearsago, evenif itsmarket sharewasno greater thanitis
today. Early in U.S. history, unionswere organized around skilled trades or crafts: bricklayers, plumbers,
pipefitters. Unions established apprentice programsto train employeesand ensure qudity. They served as
clearinghousesand hiring hals. Samuel Gompers, thelegendary head of the American Federation of Labor
(AFL), wasacigar maker’s son who apprenticed asashoemaker and later asacigar maker. Asindustrial-
ization increased throughout the United Statesin thelate 19th and early 20th centuries, thelabor movement
adapted by formingindustria unions, such asthe United Mine Workers, headed for many yearsby JohnL.
Lewis, theson of animmigrant \Welsh miner and amineworker himself. Theearly unionswere bottom-up
associations, organized and run by the members. While often resisted by employers, collectivebargaining
during thefirst third of the century unquestionably served toimprove safety and conditionsinawiderange
of Americanindugtries, fromtheminestothemills.

Led by Lewis, theindustria unionssplit fromthe AFL in 1934 and formed the Congressof Industria
Organizations(CIO), asplit that continued until 1955, whentherival groupsmerged. Therivary between
the AFL and the CIO did not prevent them from uniting to secure the passage of the National Labor
RelationsAct (NLRA) of 1935, which marked theend of 1abor unionsasvoluntary organizations. The
NLRA not only permitted but encouraged compul sory union membership asacondition of getting and
keeping jobs.

The power of thefederal government had apredictably dramatic effect on thefortunesof [abor unionsinthe
1930sand’ 40s. In 1902, 9.3 percent of all private sector nonagricultural workersbel onged to unions. By
1935, thefigure had increased only to 14 percent. But by 1940, unionshad nearly doubled their size, to 24
percent of private sector workers. At the end of World War [1, union membership had soared to amost 34
percent of private sector workers. That figureinched up to 35 percent in 1955 and hit apeak of 37 percent
in 1960. Theyearsthat followed wereal downhill for unionsin the private sector, which gradually dropped
to 31 percent of nonagricultural workersin 1970, 28.5 percent in 1975, 20.6 percent in 1980, 14.6 percent
in 1985, 12 percent in 1989, and 9.5 percent today.

A magjor reason for thedeclineisthat free marketsare natural enemiesof monopolies. Scratch atrade
union, and you awaysfind awoul d-be monopolist underneath. Whilefew succeed, they openly seek to
eliminatewagesasan el ement of competitioninanindustry. AsUnited Steel workers General Counsel
Arthur Goldberg wrotein 1956, “ Any labor unionisamonopoly [whose purposeisto] €iminate competi-
tion between working men for theavailablejobsin aparticular plant or industry [and] increase by concerted
economic actiontheir wages.”

Thisisnot easy todo. If aunionfailsto organizeall of the companiesinaparticular industry, it cannot
maximizeitspower. Solong as nonunion competitorsare not paying the samelabor costs, unionized com-
paniesin acompetitiveindustry arenot in aposition to passon al their wageincreasesto their customersin
theform of higher prices. Or if they passon their wageincreases, they arelikely to suffer severelossesin
sdesvolumeto their nonunion competitors. Asaconsequence, unionsin highly competitiveindustriesusudly
arenot very powerful. Labor cost remainsacompetitive factor. Unionized companiesare hard bargainers.
They know wageincreases can' t be passed on to their customersunlesstheir nonunion competitorsraise
their pricesat thesametime.

The Teamstersfaced such problemsin the 1930swith thefledgling over-the-road trucking industry: 1t was
decentraized, with many small nonunionfirms, and entry for new companieswasrel atively easy because of
low capitd investment requirements. Labor costswerethesinglelargest expenseinthetruckingindustry.
Because of theintense competition, wageincreases could not be offset by priceincreases. That fact fre-
quently led companiesto movetheir headquartersto citieswherelabor costswerelower.



Ease of entry and cutthroat competition: not apretty picturefor aunion. Fortunately for the Teamsters, they
had the Motor Carrier Act of 1935 and the Interstate Commerce Commission (ICC) ontheir side. The
New Dedl brought competition in over-the-road trucking to arude halt. Interstate truckershad to apply to
thelCCfor a“ certificate of public convenienceand necessity,” whichrigidly specified theroutestotrave,
terminalsto use, andterritory inwhichto operate. Thel CC also eliminated competitiverates, establishing
rate bureausrun by thetruckersthemselves. In other words, the | CC took agrowing, highly competitive,
decentralized industry, in which anybody who could buy atruck could go any-wheretherewasaroad, and
substituted arigid, stultifying cartel under which government consent and fixed ratesreplaced market
demand and competitiveprices.

Lucky for the Teamsters, who by the 1960s had the country’ slargest union. Lucky for organized crime,
which drew onthe Teamsters pension fund to jump-start itshotel and casino empire. Without theiron hand
of thefedera government to bring order out of theimagined chaosof truckinginthe’ 30s, the Teamsters
never would have been ableto achieve anationwide contract; organized crimewould have had tofind
different sourcesof funding for itsLas Vegasinvestments, Teamstersboss Jimmy Hoffawouldn’t have spent
thelate’ 50sand early ’ 60sfighting off the Kennedy brothers; and JamesHoffaJr. would know wherehis
father isburied. Jmmy Hoffaunderstood thevita rolethel CC playedinthe Teamsters' success. Heknew
that trucking companieswerewoefully weak bargainers on economicissues becausethe | CC wasaways
thereto grant rateincreases. |n response to aquestion about whether he anticipated astrike over a1962
dispute, Hoffasaid, “ Only if we need oneto convincethel CC to grant arateincrease.”

Themarket eventualy catches up to monopolies. Deregulation did inthe Teamsters. Unionsaso oncehad a
virtual monopoly inthreemajor U.S. industries. autos, steel, and rubber. The preeminent position of Ameri-
can automobile companiesinthe U.S. market was substantialy altered by foreign competition. Hondaand
Toyotanow haveplantsin America, al nonunion. Something similar happened withthe U.S. rubber industry.
Michelin of France hasmany nonunion plantsin the United States, and there are only two American-owned
tire companies|eft. Foreign companies bought therest. The United Steelworkerssaw their membership
drop from morethan 1 millionin 1981 to barely 600,000 in 1988. Eventoday, after merging with the United
Rubber Workers, their membership isonly 670,000.

Asageneration of economists has demonstrated, monopoly positions cannot be maintained by corporations
for any extended period without government assi stance. Without legal barriersto entry, the prospect of high
profitslurescompetitorsinto the market. Unionsareno different. Itisvirtually impossiblefor themto
achievemonopolistic goalsin highly competitive, growth-oriented industrieswherenew jobsarebeing
created, likethe businesses of the new information economy. Asaconsequence, unionshaveavested
interest in government regul ation, and they tend to be strongest in stagnant or decaying industries, where
seniority or union hiring halsraisebarriersto entry, andin heavily regulated industrieswith little price com-
petition.

Let’snot forget the public sector. Liketransportation in the past and health caretoday, governmentisa
monopoly to which ordinary economic rulesdon’t apply. Accurate stati sticsweren’t kept on union member-
shipinthe public sector before 1983, when 35.7 percent of al public sector employeesbel onged to unions.
During the next 10 years, unions managed to increase that by only three percentage points, to 38.7 percent.
Sincethen thetrend has been down, with thefigure dropping to 37.3 percent in 1999. Meanwhile, however,
theimportance of government employeesto thelabor movement hasbeenrising. Back intheearly 1980s,
only oneof every three union memberswas apublic employee. Now it’scloser to one out of every two.

L ow-paid serviceworkerson the one hand, government employeeson the other: That istheface of New
Labor.



Initsroleasaleft-of-center special interest group relying on campaign contributionsrather than votesfor
political clout, Old Labor does not have much of afuture. What

about New L abor? Fifteen of the 25 biggest-spending political action committeesin 1998 werelabor union
PACs. Well over 90 percent of organized labor’spolitical contributionsand expendituresgo to Democrats.
Moreimportant, during the’ 90sfive of thetop six and six of thetop 10 soft money contributorsto the
Democratic Party were New Labor unions—.e., unionsrepresenting government employeesand workersin
heavily regulated serviceindustries. Thebig giversincluded the SEIU, CommunicationsWorkers of
America, the United Food and Commercia Workers, the National Education Association, the American
Federation of Teachers, and the American Federation of State, County, and Municipal Employees.

It'sastrangelist, but it provesthe point: Where arethe great namesfrom labor’sfabled past? Whereare
the Auto Workers? The Steel workers? The Mineworkers? The Teamsters? Anyonetrying to understand
why Al Gore wantsto expand government and spend the surplusrather than giveit back to the peoplewho
earned it need look no further than thissoft money list. Unlike Clinton, Goreisno more of aNew Democrat
than Walter Mondale. They both sold their soulsto the unions, the quid pro quo being more public spending
becausethat will increasethe number of public employees, the most readily available pool of new union
membersand New L abor’sbest chancefor improving its cash flow.

Thisisarisky strategy. Since 1980, according to The New York Times, between 32 percent and 40
percent of the votersin union househol ds have voted Republican. In 1996 the AFL-CIO conducted a
specia $35 million campaign to unseat the Republican Congresselected in 1994. Yet asurvey showed that
62 percent of union membersopposed that spending and fully 59 percent of them would have liked their
shareof that money given back to them.

Fortunately, they havethe support of the U.S. Supreme Court. In the 1988 case Beck v. Communications
Workers, adecisionwritten by itsmost liberal member, William Brennan, the Court said it violatesthe First
Amendment to forceempl oyees, over their objections, to pay union duesthat are used to support politica
candidates or causes. President Bush'sonly attempt to enforce Beck camein 1992, when heissued an
executiveorder requiring federa contractorsto inform their employeesof their Beck rights. That order was
soon rescinded by President Clinton. Since 1993, the Clinton administration, Democratic members of
Congress, federal judges, and NL RB members appointed by Clinton have been engagedinavast ruling
classconspiracy with union leadersto keep employees covered by union contractsignorant of their First
Amendment rightsunder Beck, making it asdifficult aspossiblefor them to object and recover the political
contribution portion of their dues.

Beck isthelabor movement’sunacknowledged Achilleshed!. If therightsof employeesrecognized by the
Supreme Court inthat decision are ever enforced, it will doom John Sweeney’ sstrategy of organizingthe
working poor along with more public employeesin an attempt to reintroduce classwarfareinto American
lifethrough political campaign contributions. Beck doesn’t just makeitillegal to takeunion duesfrom
employeesover their objectionsand usethem for political contributions. It saysyou can't usetheir duesfor
anything other than what directly benefitsthem: collective bargai ning, contract administration, and processing
grievances. What that means, in plain English, isthat when an employee objectsyou can't legally spend his
union duesfor political campaignsor for organizing other workers. The NLRB, labor’slapdog, predictably
disagrees, but itsrecent decision to that effect will bereversed on appeal.

In Beck the Court found that fully 79 percent of union

dueswere spent on activitiesthat did not directly benefit the dues-paying workers. In Washington state,
wherevoters passed aPaycheck Protection Initiativein 1992, 85 percent of the state’ steachersdeclined to
havetheir dues spent on political contributions. Imaginewhat would happen to New Labor if it lost two-



thirdsof itsrevenue. No onein Congresswould ever return John Sweeney’ s phonecalls.

Most employeesin unionized workplaces are unaware of their rightsunder Beck. A 1996 survey of 1,000
union membersby Americansfor aBalanced Budget reveal ed that 78 percent did not know they had aright
to obtain arefund for that portion of their dues spent on political contributions. You can be certainthat figure
would approach 100 percent if they were asked about their right to refundsfor dues spent on organizing.

Why aren’t companies doing moreto educatetheir employeesabout Beck? Largely becauseit’snotintheir
interest for unionsto i ncrease spending on contract admini stration or grievance processing, expenditures
approved by Beck. That would cause problems, possibly reduce productivity. Plus, any company that tried
toinformitsown employeesof their Beck rightswould faceunionreprisals.

Nor arewelikely to seeaconcerted nationa effort by unionized companiesto educate their employees.
The Business Roundtable and the National Chamber of Commerce aretoo focused on bottom-lineissues
such astort reformto be bothered with the constitutional rightsof blue-collar stiffs. They probably think it
servesthemright for voting for aunioninthefirst place.

New L abor could not survivewithout its continuing cash flow uncongtitutionally confiscated from employees
ignorant of their rights. Could Congress enact | egid ation enforcing Beck rightsin ameaningful manner, asthe
initiativein Washington state did by requiring explicit approva for political spending?A Republican one
might. Such legidation has been narrowly defeated in the past. Would anew president signit? Not if his
nameisAl Gore. And only maybeif it's George W. Bush. Keep in mind that alot of those don’t-rock-the-
boat Busi ness Roundtabl e types have given money to the Bush campaign.

Unionsaswe knew themin the 20th century are near death. An unconstitutionally acquired cash flow may
keep them afloat for awhile, but it’sonly amatter of time. New Labor, public employeesand theworking
poor, will fare no better. They have only amargina rolein the 21st century’spost-industrial economy.
Government can’t save New Labor now, any morethan it could save Old Labor 40 yearsago, whenit
started itsdownhill dide. It can only delay theinevitable.

Theleadersof New Labor have chosen apath that will not lead to recovery. It isbased almost entirely on
support fromtheruling political class, which alowsthem to exploit public employeesand theworking poor
to generatetherevenuefor contributionsto Demacratic politicians. By turning their backsontheir members,
New Labor’sleadersareliving precariousy. Because of Beck, they arejust oneelection away fromruin-a
sad end for aonce proud movement that now puts cash flow ahead of itsmembers.

Contributing Editor Michael McMenamin (mtm@walterhav.com), an employment lawyer in Cleve-
land for more than 30 years, has represented employersin litigation with numerous unions, including
the SEIU. He was assisted in research for this article by Randal Ammons, also a Cleveland employ-
ment lawyer.










