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What Is Organized Labor?

Organized labor is an association of workers united as a single, representative entity to improve the economic

status and working conditions of employees through collective bargaining with company management.

Organized labor groups are also known as unions.

Key Takeaways

Organized labor is an association that engages in collective bargaining to improve workers' economic status

and working conditions.

In most countries, the union formation process is regulated by a government agency, such as the National

Labor Relations Board (NLRB) in the United States.

To form a union, it is usually necessary to collect a set number of signatures and then win approval from the

majority of employees.

Companies sometimes discourage workers from forming unions, including Walmart, which claims that the

subsequent cost savings enable it to offer lower prices to customers.

How Organized Labor Works

In most countries, the union formation process is regulated by a government agency, such as the National

Labor Relations Board (NLRB) in the United States.

Any group of employees wanting to form a union usually needs to collect a set number of signatures, with the

amount being dependent on the jurisdiction it wants to form in. If enough signatures are obtained, all employees

are given the opportunity to have their say on whether they want organized labor or not. If the union secures an

adequate number of votes, it will be given the power to negotiate on their behalf with company management.

There are two types of unions: the horizontal union, in which all members share a common skill, and the vertical

union, composed of workers from across the same industry.

The National Education Association (NEA) is the largest labor union in the United States, with nearly three

million members. Its goal is to advocate for education professionals and unite its members to fulfill the promise

of public education.

History of Organized Labor

Organized labor in the United States grew after the country entered the Industrial Age. In many cases, the shift

from agriculture to factories led to strenuous working conditions. The lack of heavily enforced standards on

work hours, employee compensation, and medical coverage left many workers vulnerable.
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It was not uncommon in the early days of industrialization for employees to be on the job six days a week,

working daily shifts lasting longer than eight hours. Salaries did not always match the effort and risks they

endured, either.

If an employee was injured on an assembly line and unable to continue working, the company might have fired

him or her. Likewise, women who became pregnant may have been fired and left without salaries or health

coverage. It was also common for children as young as 8 years old to work long hours in factories, forcing them

to skip school.

The formation of organized labor unions was one of the steps that established standards for acceptable working

conditions. However, this process did not happen overnight. At first, company bosses threatened unions,

sometimes even with violence, in an attempt to prevent them from taking hold.

Advantages and Disadvantages of Unions

As discussed above, organized labor plays an important role in protecting the rights of employees. Fewer lives

are now lost on the job, wages are better, and working hours are more reasonable. They're a favored cause of

social justice advocates.

Today’s workers also can get medical coverage and several weeks of paid vacation. All of these factors

contribute toward better health, quality of life and stronger purchasing power, at least for consumers.

Naturally, companies are less enthusiastic about organized labor. Some claim union demands for expensive

insurance coverage, higher wages, and promises for regular future raises, together with other benefits, are

often unreasonable, eating into profits and making businesses less competitive. Critics also say that organized

labor ends up rewarding all staff equally, regardless of how hard each one has worked.

Special Considerations

Retailers and supermarkets typically have employees who belong to organized labor groups. However, some of

these companies actively seek to discourage workers from forming unions.

Walmart Inc. (WMT) is a classic example. The big-box discount retailer claims that the savings it generates

from limiting the power of organized labor enable it to offer lower prices to its customers.

Other retailers may feel compelled by Walmart’s example to renegotiate terms with the chapters of organized

labor that represent their workers. The contention the retailers often present is that they will be forced to cut

salaries or eliminate jobs to remain competitive with Walmart if the unions do not renegotiate. This is known as

the Walmart effect.

Develop Your Financial Strategy With an Advisor

A comprehensive financial plan can help you make the right investment decisions and prepare for retirement.

To develop a strategy that’s right for you, use SmartAsset’s free tool to get matched with fiduciary financial

advisors in just 5 minutes. Learn more about how SmartAsset can help you reach your financial goals and get

your advisor matches now.
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