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Wealth is critical to families’ immediate and long-term economic well-being. It helps
families pay their bills if their income drops due to unforeseen events such as a layoft
or medical emergency. It also allows them to invest in their future by sending their
children to college; moving to a desirable neighborhood due to, for instance, better
schools; switching jobs; or starting a business. Yet wealth is highly unequally dis-
tributed in the United States—particularly by race and ethnicity. (see Appendix for
more information) White families, for instance, have significantly more wealth than
nonwhite families.! There are a few institutions that help shrink this systematic divide;

unions are one such institution.

Unions help increase the wealth for all workers. Indeed, previous Center for American
Progress Action Fund research showed that a typical worker covered by a union con-
tract has roughly twice the wealth of a typical nonunion worker.> And new Center for
American Progress analysis shows that unions boost wealth the most for those who

are nonwhite.
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A note on the data

The analysis in this brief combines data for families where the heads of
household identify as a race/ethnicity other than white into the single category
of nonwhite families. These additional categories include African Ameri-

cans; Latino/Hispanic people; and Others, including but not limited to Asian
Americans. The underlying data set—the Federal Reserve’s Survey of Consumer
Finances—does not publish detailed information on those self-identifying as
Other. The analysis in this brief uses combined data for African American, La-
tino/Hispanic, and Other families to ensure sufficiently large sample sizes. The
conclusions are not materially affected by combining data for families that do
not identify as white. That is, the general conclusion that nonwhite households
benefit more from union membership than whites holds for all groups, but the
size of the effect may differ between nonwhite groups. The difference in wealth
for union members, for instance, is greater than for nonmembers among
African Americans, Latino/Hispanic people, and Others than for whites.?

(see Figure 1)

FIGURE 1
Median wealth by race/ethnicity and union membership, 2010-2016
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Notes: All numbers are in 2016 dollars. Deflation is taken from the Consumer Price Index for All Urban Consumers Research Series
(CPI-U-RS). "Union membership" refers to a head of household or spouse being covered by a collective bargaining agreement. The
sample includes only households for which the head of household is from 25 to 64 years old and not retired.

Sources: Board of Governors of the Federal Reserve System, "Survey of Consumer Finances" (2010, 2013, and 2016), available at
https://www federalreserve.gov/econres/scfindex.htm. For the CPI-U-RS, see See U.S. Bureau of Labor Statistics, "Consumer Price Index
Research Series Using Current Methods (CPI-U-RS): U.S. city average," March 28, 2018, available at https://www.bls.gov/cpi/research-se-
ries/alllessfe.pdf.
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Being a union member creates a number of venues for workers to build more wealth
than would be available for nonunion members.* Union members bargain collectively
for wages, benefits, and procedures that affect their employment, such as when and how
an employer can fire an employee. As a result of being covered by a collective bargain-
ing agreement—the contract that employers and unions regularly sign and that governs
these employment-related issues—union members have higher wages, on average; more

benefits; and more stable employment than is the case for nonunion members.

Higher wages then translate into more savings in absolute terms, as well as more tax
incentives to save.® Furthermore, more job-related benefits—such as health insurance,
defined benefit plans, and life insurance—mean that union members need to spend
less money than do nonunion members to protect their families against future income
losses. Therefore, they can save more money to pursue their own goals, such as pay-
ing for their children’s college education. Lastly, union membership leads to greater
employment stability and job protections that translate into longer tenures with one
employer.’” This employment stability translates into more savings, as union members
are more likely to be eligible for key benefits such as retirement savings and can better

plan for their futures.®

This issue brief considers the relevant data broken down by union membership sepa-

rately for whites and nonwhites. The data show that:

* Union members have greater wealth than nonmembers, and the difference is much
larger for nonwhites than whites. From 2010 to 2016, nonwhite families who were
also union members had a median wealth that was almost five times—485.1 percent,
to be exact—as large as the median wealth of nonunion nonwhite families.” The differ-
ence between union and nonunion white families was much smaller, with the former
having a median wealth that was only 139 percent that of the latter during that period.
(see Table 1)

* Union members have higher earnings, more benefits, and more employment stabil-
ity than nonunion members. Union members’ total annual earnings are between 20

percent and 50 percent greater than those of nonunion members. (see Table 2)

* The gap in income, benefits, and employment stability by union membership is larger
for nonwhite families than for white families. The chance of having a 401 (k) plan, for
instance, is about 50 percent greater for nonwhite union members compared with their

nonunion counterparts, but the gap among whites is only 21.7 percent. (see Table 1)

The data suggest that nonwhite union members receive a particular boost in their
wealth because they see larger increases in pay, benefits, and employment stability
than white union members. This is primarily a result of the fact that nonwhite workers
work more frequently than whites in low-paying jobs with few benefits, so they often

have much more to gain.'® This disparity in working conditions is due to a wide array
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of factors, including but not limited to unequal access to education, occupational

segregation, and discrimination." Unions help all workers, and they do the most for
those with less advantages. As a result, union membership can help shrink that racial
gap in labor market outcomes. And this partial equalization translates into a boost in

median wealth for nonwhite union families.

The union wealth effect is greater for those who are nonwhite families
than for white families

The data show that the racial wealth gap is smaller among union members than among
nonunion members. From 2010 to 2016, the median wealth for nonwhite union
members amounted to $33,551, compared with $120,700 for white union members.
(see Table 1) That is, nonwhite union members had more than one-fourth the median
wealth of white union members. Among nonunion members, those who were non-
white had less than one-tenth the wealth of whites—$6,908 compared with $86,691.
(see Table 1)

TABLE 1
Wealth and key assets by union membership and race, 2010-2016

Nonwhite White
Union Nonunion Ratio of members Union Nonunion Ratio of members
member member to nonmembers member member to nonmembers

Median wealth $33,511 $6,908 485.1% $120,700 $86,691 139.2%
Median wealth-to-income ratio 53.8% 16.4% 328.1% 148.0% 124.4% 119.0%
Share with no or negative wealth 27.8% 34.0% 81.7% 14.4% 20.2% 70.9%
Homeownership rate 58.7% 47.7% 122.9% 83.2% 72.7% 114.5%
Median inflation-adjusted home equity $55,000 $50,000 110.0% §72,177 $73,208 98.6%

for homeowners

Share with 401(k) plan 52.8% 35.0% 150.8% 66.4% 54.6% 121.7%
Median inflation-adjusted 401 (k) $28,739 $20622 139.4% §51,555 $39,182 131.6%
balances for those with such accounts

Notes: Data show total marketable financial and nonfinancial wealth in 2016 dollars. The sample includes households with at least one spouse in wage or salary employment and with heads of households from
ages 25 to 64.

Source: Authors' calculations based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances” (2010, 2013, and 2016), available at https://www.federalreserve.gov/econres/scfindex.htm.

The racial wealth gap narrows when union membership increases because the wealth
gap between union and nonunion members is greater among those who are nonwhite
than among whites. (see Table 1) Nonwhite union members had almost five times the
median wealth of their nonunion member counterparts from 2010 to 2016. White
union members, however, had only 39 percent more median wealth than white non-

union members during the same years.
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This pronounced difference in median wealth reflects the fact that the majority of
nonwhite union members have key assets—such as homeownership and retirement
plans—while most nonunion members do not. From 2010 to 2016, 58.7 percent of
nonwhite union members were homeowners, and 52.8 percent had a 401 (k) plan.
(see Table 1) In comparison, nonunion members had a homeownership rate of 47.7
percent, and only 35 percent had a 401 (k) plan. Because union membership increases
one’s likelihood of having these key assets by more than 50 percent (see Table 1),
there is a pronounced jump in median wealth associated with union membership.
This is less the case for whites: White union members are more likely to own their
homes and have a 401 (k) plan than white nonunion members, but the majority of
white union and nonunion members are homeowners and have 401(k) plans. In other
words, not only is the increase in owning key assets that is associated with union
membership greater among nonwhite families, but it also broadens the typical non-

white household wealth to include housing and retirement savings.

Nonwhite union members see higher related gains from union
membership

An equalizing force, union membership brings greater rewards—and wealth—for
nonwhite workers than it does for white workers. Household wealth depends on fami-
lies’ income and, relatedly, on their savings—for example, in the form of 401 (k) plans.
It also depends on having employee benefits such as health insurance, which allow
families to save more since many of life’s risks are insured, as well as on employment

stability, so families can better concentrate on saving for the future.

The data below show that union members—regardless of race or ethnicity—have
higher incomes, more savings, more benefits, and greater employment stability than
nonunion members. The difference in income, savings, benefits, and employment
stability between union members and nonunion members is greater among those who
are nonwhite than among whites. That is, union membership provides a more signifi-
cant boost to the overall economic security of nonwhite families than it does to whites
families. These union-related gains translate into a larger jump in wealth for nonwhite
families than for white families. Importantly, nonwhite families’ gains from union
membership outweigh those of the average white union member family because
nonwhite workers tend to work in jobs with lower pay, fewer benefits (see Table 3),
and less stability (see Table 4) to begin with, as well as experience greater economic

insecurity. Union membership helps narrow such stark racial and ethnic inequities.
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Earnings

Table 2 shows income, annual wages, and 401 (k) contributions by union member-
ship and race. Contributions to 401(k) plans are reported here, as they may be related
to earnings. Workers with higher earnings have more tax incentives to save in such
plans. The data show that union households have higher incomes and more wages
than nonunion households. This difference in income and wages is especially large for
nonwhite families: Whereas nonwhite union members’ wages are 41.5 percent greater
than those of their nonunion member counterparts, white union members’ wages are
26.3 percent greater than white nonunion members’ wages. (see Table 2) The data
show no meaningful differences relative to earnings in contribution rates to 401 (k)
plans by union membership. However, because union members’ wages are higher than
those of nonunion members, their 401(k) contributions are also higher. These addi-
tional contributions help explain the larger median account balances among union

members with 401 (k) plans than among nonunion members with 401 (k) plans.

TABLE 2
Income and savings by union membership and race, 2010-2016

Nonwhite White
Union Nonunion Ratio of members Union Nonunion Ratio of members
member member to nonmembers member member to nonmembers
Median real income $65,904 $44,982 146.5% $89,112 $73,226 121.7%
Median real wage income $58,733 $41,518 141.5% $83,145 $65,821 126.3%
Med!an combered 401(k) contributions 7.0% 7.2% 07.4% 8.5% 8.0% 106.7%
relative to earnings

Notes: The sample includes households with at least one spouse in wage or salary employment and with heads of households from ages 25 to 64. Negative and positive income shocks are defined as income
below or above, respectively, normal income in the previous year."Normal income”is income without temporary fluctuations such as lottery wins, bonus payments, or cuts in hours. All ratios between union and
nonunion members by race are statistically significantly different at the 1 percent level.

Source: Authors' calculations based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances” (2010, 2013, and 2016), available at https://www.federalreserve.gov/econres/scfindex.htm.

Work benefits

The data in Table 3 summarize employment-related benefits by race and union mem-
bership.'> Union members are more likely than nonunion members to have health
insurance, especially from their employers, as well as to have life insurance and retire-
ment benefits—both defined benefit pensions and 401 (k) retirement savings plans.
Again, the gap by union membership is larger among those who are nonwhite than
among whites. The likelihood of having a 401(k) plan, for example, is 50.8 percent
greater for nonwhite union members than for their nonunion counterparts, compared

with the 21.7 percent gap for whites.
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TABLE 3
Employment-related benefits by union membership and race, 2010-2016

Nonwhite White
Union Nonunion Ratio of members Union Nonunion Ratio of members
member member to nonmembers member member to nonmembers
Share with health insurance 93.4% 82.5% 113.3% 98.0% 91.0% 107.7%
::f;fo‘;";trho?iiit:rjnsura"ce from 82.1% 57.3% 143.1% 93.0% 76.1% 122.1%
Share with term life insurance 64.1% 46.8% 136.9% 73.2% 64.6% 113.3%
Share with cash life insurance 16.9% 12.9% 131.5% 22.1% 18.0% 122.9%
Share with defined benefit pension 44.2% 13.9% 318.2% 57.7% 23.1% 250.0%
Share with 401(k) plan 52.8% 35.0% 150.8% 66.4% 54.6% 121.7%

Notes: The sample includes households with at least one spouse in wage or salary employment and with heads of households from ages 25 to 64. Negative and positive income shocks are defined as income
below or above, respectively, normal income in the previous year.“Normal income”is income without temporary fluctuations such as lottery wins, bonus payments, or cuts in hours. All ratios between union and
nonunion members by race are statistically significantly different at the 1 percent level.

Source: Authors' calculations based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances” (2010, 2013 and 2016), available at https://www.federalreserve.gov/econres/scfindex.htm.

Employment stability

Union members also enjoy more income and employment stability. Among union
members, the chance of experiencing a negative income shock is smaller, the chance
of experiencing a positive income shock" is greater, and the length of time somebody
has been employed by the same employer—a key measure of employment stability—
is greater than among nonmembers. (see Table 4) Moreover, the differences in posi-
tive income shocks and tenure with current employer are more pronounced among
nonwhite families than among white families. The gap in tenure, for instance, is 57.9

percent among nonwhites, compared with 43.5 percent among whites.

TABLE 4
Income and employment stability by union membership and race, 2010-2016

Nonwhite White
Union Nonunion Ratio of members Union Nonunion  Ratio of members
member member to nonmembers member member to nonmembers
Share with negative income shock 19.4% 23.4% 82.7% 15.1% 18.4% 82.2%
Share with positive income shock 10.3% 6.6% 155.0% 8.6% 8.7% 98.9%
Length of time with current employer (in years) 10.2 6.5 157.9% 12.2 8.5 143.5%

Notes: The sample includes households with at least one spouse in wage and salary employment and with heads of households from ages 25 to 64. Negative and positive income shocks are defined as incomes
below or above, respectively, normal income in the previous year."Normal income”is income without temporary fluctuations such as lottery wins, bonus payments, or cuts in hours. All ratios between union and
nonunion members by race are statistically significantly different at the 1 percent level, except for shares of households with negative income shocks, where the ratios are not different at a statistically significant
level.

Source: Authors' calculations based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances” (2010, 2013, and 2016), available at https://www.federalreserve.gov/econres/scfindex.htm.
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Conclusion

Union membership helps families build more wealth by giving them more access to
better-paying, more stable jobs with better benefits. These gains from being covered
by a collective bargaining agreement give families more resources to focus on long-
term savings goals. Importantly, the gains from union membership in terms of pay,
benefits, and stability are more pronounced among nonwhite families than among
white families, so the wealth difference by union membership is greater among those

who are nonwhite than among whites.

The opportunity to improve middle-class economic security and reduce wealth
inequality in the United States exists. Allowing more workers to join a union will
eventually narrow today’s wealth gap. Specific policy steps could include providing
virtually all workers with the right to join a union and bargain collectively, ensur-

ing that these rights are adequately protected, encouraging collective bargaining at
the industry or the regional level, and strengthening funding streams for unions. To
achieve these goals, the Center for American Progress supports a number of reforms
proposed in Congress, including the Workplace Action for a Growing Economy
(WAGE) Act and the labor policies in the Better Deal agenda.'* Unfortunately,
Republicans in Congress and state houses—as well as Republican appointees on the
Supreme Court, through actions such as the recent Janus decision—are pursuing
policies to make it harder for workers to join together in unions. These efforts, fueled
in significant part by hyperpartisanship and the interests of very wealthy donors and
powerful corporations, will cause the racial wealth gap to grow. A reversal of these
anti-union efforts and a new commitment to supporting workers and unions would go
a long way toward helping reduce the gross racial wealth inequities demonstrated in

this analysis.

Christian E. Weller is a senior fellow at the Center for American Progress and a Professor
of Public Policy at the McCormack Graduate School of Policy and Global Studies at the
University of Massachusetts, Boston. David Madland is a senior fellow at the Center.
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Appendix

This brief relies on data from the Federal Reserve’s triennial Survey of Consumer
Finances (SCF), a nationally representative survey of U.S. household wealth. The SCF
includes comprehensive information on household wealth, including all assets and
debt. It also contains information on savings behavior, such as contributions to retire-
ment accounts, and on income and financial information that households may use

to make decisions. The SCF also includes data on household characteristics such as
marital status, occupation, industry, and union membership of either spouse. The SCF
contains consistent information for most of the brief’s variables of interest since 1989,

providing 10 survey years through 2016.

The primary measure of interest is wealth. Wealth is defined as the difference between
marketable assets and debt. The calculation of wealth excludes cars, however, along
with other consumer durables such as refrigerators, as they are often highly illiquid
and depreciate quickly. It also exclude the imputed pension wealth for those covered
by defined benefit (DB) pensions. Excluding DB pension wealth means that the calcu-
lations understate the impact that unions have on wealth because union members are

much more likely than nonmembers to have a DB pension.

To test the robustness of this brief’s conclusions, the discussion also uses wealth-
to-income ratios and the chance of having no or negative wealth. Analyzing gaps in
wealth-to-income ratios in addition to differences in wealth captures whether and

how union households trade off income and benefits.

Furthermore, for ease of discussion, the term “union members” refers to those workers
who indicate that they are covered by a collective bargaining contract. Since households
are the unit of analysis, a married union household is one where either spouse is covered
by a collective bargaining agreement. The use of household wealth—as opposed to
individual wealth—further understates the impact that unions may have on wealth, as,

for instance, a union household may have a nonunion head of household.

The brief then uses several variables to capture three possible explanations for any
observed wealth differences by union membership. It first shows income and wages, as
increased bargaining power leading to higher earnings is a main way in which unions
may contribute to higher wealth. Second, the tables show a range of benefits, includ-
ing participation in a workplace retirement plan and employer-provided health insur-
ance. Such benefits constitute a significant source of wealth for the typical worker

and make it easier for families to save for long-term goals. Third, the tables include
measures of employment and income stability. They specifically include the length of
employment with the current employer as an indicator of employment stability. The
calculation uses the tenure of the head of household in married, nonunion households

and the tenure of the union member in married union households to capture the
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difference in tenure by union membership.'* Furthermore, the SCF asks respondents
whether their household income in the previous year was below or above their normal
level or whether it was at its normal level. The tables then calculate the chance of hav-
ing had incomes in the previous year below normal levels and incomes above normal
levels as measures of income volatility. Negative income volatility can result not only

from the loss of a job but also from unexpected changes in work hours.
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low-wage jobs with limited benefits and no employment
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1962 to 2016."Working Paper 24085 (National Bureau of
Economic Research, 2017), available at http://www.nber.
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Americans and whites has also received considerable at-
tention from researchers and policy experts. Key findings,
regardless of data sources, include that African Americans
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by race. For examples, see Dalton Conley and Rebecca
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by-gender-immigrant/; Valerie Wilson and William M.
Rodgers IlI, “Black-white wage gaps expand with rising
wage inequality” (Washington: Economic Policy Institute,
2016), available at https://www.epi.org/publication/black-
white-wage-gaps-expand-with-rising-wage-inequality/.
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1

Mary C. Daly, Bart Hobijn, and Joseph H. Pedtke, “Disap-
pointing Facts about the Black-White Wage Gap” (San
Francisco: Federal Reserve Bank of San Francisco, 2017),
available at https://www.frbsf.org/economic-research/pub-
lications/economic-letter/2017/september/disappointing-
facts-about-black-white-wage-gap/.

The data set does not detail whether life insurance is provid-
ed through an employer, though in most cases it will be, as
group insurance premiums are much lower than individual
premiums. Defined benefit pensions also refer to benefits
from current and previous jobs. Separating out benefits
from the current job does not change the conclusions here.
Having a 401(k) plan and health insurance coverage from an
employer are directly tied to people’s current job. Moreover,
savings behavior and thus wealth will be influenced by
having particular benefits, not whether those benefits come
from an employer. Table 3 thus captures the meaningful
differences in insurance protections that could influence
savings and wealth.

“Negative income shocks” refer to income that was lower
than usual in the previous year, typically because of a layoff,
cut in hours, or loss of a bonus. “Positive income shocks”
refer to incomes that were higher than usual, often because
of earnings-related reasons such as extra overtime and
bonus payments.

14

WAGE Act, H. Rept. 4548, 115 Cong. 1 sess. (Congress.gov,
2017), available at https://www.congress.gov/bill/115th-
congress/house-bill/4548/text?format=txt; Senate Demo-
crats, “Give Workers the Freedom to Negotiate a Better Deal”
(2017), available at https://www.democrats.senate.gov/imo/
media/doc/Freedom%20t0%20Negotiate%20A%20Bet-
ter%20Deal%20White%20Paper%20Final%2011%201%20
2017.pdf.

The authors also tested an alternative definition of ten-
ure—the length of time that the head of household spent
with the current employer—for both union members and
nonunion members. The conclusions were not sensitive to
the definition of the tenure variable.
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