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Chair Kapenga, Vice Chair Craig, and distinguished members of the committee:

My name is Matthew Mitchell.! T am an economist and a senior research fellow at the Mercatus Center
at George Mason University, where I direct the Equity Initiative. In November I spoke with you about
the economic literature regarding licensure. Among other things, I spoke of the evidence that most
forms of licensure do not seem to increase consumer safety or quality while licensure does increase
consumer prices and create barriers to entry for certain populations.

I am grateful for the opportunity to speak with you again. Today, I will focus specifically on the
evidence that licensure can be a substantial barrier to employment, particularly for certain populations
such as lower-income Americans or the spouses of active-duty military personnel.

LICENSING REPRESENTS A SIGNIFICANT AND GROWING BARRIER TO WORK
Nationally, the share of the workforce that is required to have an occupational license has increased
more than fourfold in the past 50 years. As of 2015, nearly one in five working Wisconsinites—about 18
percent of the state’s workforce—was required to be licensed.?

As licensing burdens have increased nationwide, they seem to have depressed interstate migration of
those in licensed professions. Economists Janna Johnson and Morris Kleiner estimate that between-
state migration of those who are licensed is 36 percent lower than that of members of other
professions.?
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LICENSING IS ECONOMICALLY COSTLY

In separate research, Kleiner and Evgeny Vorotnikov estimate that licensure may cost between 1.8 and
1.9 million jobs, result in between $6.2 billion and $7.1 billion in lost output, and create a misallocation
of resources that costs the US economy between $183.9 billion and $197.3 billion each year.* In
Wisconsin alone, they estimate that licensure has eliminated more than 37,000 jobs, has resulted in
$133 million in lost annual output, and has created a $3.7 billion annual misallocation of resources.’

Aspiring entrants to a large number of professions—ranging from travel guide and taxidermist to
cosmetologist—are now required by the state of Wisconsin to obtain a government-issued license to
work. It can take months and hundreds or even thousands of dollars to obtain these licenses. Among 42
low- to moderate-income occupations licensed by Wisconsin, the average aspiring worker is required to
spend 214 days in training and pay $259 in fees before he or she may obtain a license.® These fees do not
include either the cost of the education or the income that people forgo when they spend months in
often-unnecessary training. According to the Institute for Justice, Wisconsin’s licensing laws are the
36th most broad and onerous in the country.

LICENSURE IS OFTEN ARBITRARY

As shown in table 1, licensing requirements often don’t match the risk posed to the public by
insufficiently trained professionals in certain industries. Compared with emergency medical
technicians, aspiring cosmetologists in Wisconsin must undergo 10 times as many months of training;
would-be sign language interpreters (who are unlicensed in 29 states) must complete more than 40
times as much training; and veterinary technicians (unlicensed in 15 states) must complete more than
20 times as much training.

TABLE 1. OCCUPATIONAL TRAINING MISMATCHES IN WISCONSIN

States That License Days of
Occupation This Profession Fees Education/Experience
Sign language interpreter 22 $750 1,469
Athletic trainer 49 $375 1,460
Veterinary technician 36 $475 730
Shampooer 37 $391 233
Cosmetologist 51 $391 362
Massage therapist 44 $345 140
Barber 51 $391 233
Makeup artist 4] $391 105
Skin care specialist 50 $391 105
Emergency medical technician 51 $80 35

Source: Dick M. Carpenter |l et al., License to Work: A National Study of Burdens from Occupational Licensing, 2nd ed.
(Arlington, VA: Institute for Justice, November 14, 2017), 142-43.

4 Morris M. Kleiner and Evgeny S. Vorotnikov, At What Cost? State and National Estimates of the Economic Costs of Occupational
Licensing (Arlington, VA: Institute for Justice, November 2018), 5.

5 Kleiner and Vorotnikov, At What Cost?, 48.

6 Dick M. Carpenter |l et al., License to Work: A National Study of Burdens from Occupational Licensing, 2nd ed. (Arlington, VA:
Institute for Justice, November 14, 2017), 142.



LICENSING BOARDS ARE OFTEN DOMINATED BY MEMBERS OF THE PROFESSIONS
THEY OVERSEE

Ninety-three percent of Wisconsin occupational licensure boards are required by law to have a majority
of their members work in the professions they oversee.” See table 2 for board composition data in a
sample of Wisconsin boards. Owing to vacancies or a lack of specificity, some boards may be composed
entirely of industry insiders, while on other boards industry insiders have a governing majority. This
presents a legal concern in light of the US Supreme Court’s decision in North Carolina State Board of
Dental Examiners v. FTC, which held that states may be liable for antitrust violations when boards are
dominated by members of the professions they oversee and when elected officials fail to actively
supervise these boards.? It also creates a practical concern that boards will tend to act as industry
cartels, controlling entry of new members rather than ensuring public safety.

TABLE 2. COMPOSITION OF SELECT WISCONSIN BOARDS

Statutory Board Composition Actual Board Composition
Industry Percentage Industry Percentage

Board/Council Members  Total Industry Members  Total Industry
Respiratory Care
Practitioners Examining 3 5 60% 3 3 100%
Council®
Athletic Trainers Affiliated o o
Credentialing BoardP e 5 = e 5 1o
Occupational Therapists
Affiliated Credentialing 5 7 71% 4 5 80%
Board°
Hearing and Speech 8 10 80% 6 7 86%
Examining Board
Marriage and Family
Therapy, Professional 10 13 77% 10 1 91%

Counseling, and Social
Work Examining Board®

Sources: Actual Board Compositions: Wisconsin Department of Safety and Professional Services, “A-Z Boards & Councils
List,” accessed November 18, 2019, https://dsps.wi.gov/Pages/BoardsCouncils/Default.aspx. Statutory Board Compositions:
@ Wis. Stat. § 15.407(DH(m).

b Wis. Stat. § 15.406(4).

¢ Wis. Stat. § 14.406(5).

d Wis. Stat. § 15.405(6)(m).

¢ Wis. Stat. § 15.405(7)(c).

7 Rebecca Haw Allensworth, “Foxes at the Henhouse: Occupational Licensing Boards Up Close,” California Law Review 105, no. 6
(December 2017): 1609.
8 North Carolina State Board of Dental Examiners v. Federal Trade Commission, 135 S. Ct. 1101 (2015).
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LICENSING REDUCES EMPLOYMENT OPPORTUNITIES, ESPECIALLY AMONG CERTAIN
COMMUNITIES

High barriers to employment pose particular difficulties to lower-skilled, lower-educated populations,
to immigrants, to those with criminal records, and to those who move frequently, such as military
spouses. As shown in figure 1, 80 percent of the studies Mercatus scholars reviewed found that
licensure has a disparate impact on minorities.’

FIGURE 1. STUDIES ASSESSING THE EFFECT OF OCCUPATIONAL LICENSURE ON MINORITIES
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Sources: Disparate Impact: Stuart Dorsey, “The Occupational Licensing Queue,” Journal of Human Resources 15, no. 3
(1980): 424-34; Maya Federman, David Harrington, and Kathy Krynski, “The Impact of State Licensing Regulations on
Low-Skilled Immigrants: The Case of Vietnamese Manicurists,” American Economic Review 96, no. 2 (2006): 237-41;
Joshua Angrist and Jonathan Guryan, “Does Teacher Testing Raise Teacher Quality? Evidence from State Certification
Requirements,” Economics of Education Review 27, no. 5 (2008): 483-503; David E. Harrington and Jaret Treber,
Designed to Exclude: How Interior Design Insiders Use Government Power to Exclude Minorities & Burden Consumers
(Arlington, VA: Institute for Justice, February 2009). Mixed Results: Marc Law and Mindy Marks, “Effects of Occupational
Licensing Laws on Minorities: Evidence from the Progressive Era,” Journal of Law and Economics 52, no. 2 (2009): 351-66.

Recent research finds that in countries with more barriers to entering business, measured income
inequality is greater.'? Separate research finds that in states with greater growth in licensure for low- to
moderate-income occupations, there is less absolute income mobility, as measured by the chances that
an individual raised in a relatively low-income household will move up the income distribution.!

Those with criminal histories are particularly likely to be stymied by these laws. The Council of State
Governments Justice Center estimates that nationally about 15,000 laws and regulations limit the
ability of those with prior convictions to obtain state occupational licenses. Among these, 6,000 are
blanket or mandatory restrictions.!?

9 Patrick A. McLaughlin, Matthew D. Mitchell, and Anne Philpot, “The Effects of Occupational Licensure on Competition, Consumers,
and the Workforce” (Mercatus on Policy, Mercatus Center at George Mason University, Arlington, VA, November 2017), 7.

10 patrick A. McLaughlin and Laura Stanley, “Regulation and Income Inequality: The Regressive Effects of Entry Regulations”
(Mercatus Working Paper, Mercatus Center at George Mason University, Arlington, VA, 2016).

" Brian Meehan, Edward Timmons, and Andrew Meehan, Barriers to Mobility: Understanding the Relationship between Growth in
Occupational Licensing and Economic Mobility (Washington, DC: Archbridge Institute, 2017).

12 Council of State Governments Justice Center, National Inventory of Collateral Consequences of Conviction home page,
accessed December 11, 2019, https://niccc.csgjusticecenter.org/.
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Licensure presents an especially steep employment barrier for military spouses. About 35 percent of
working military spouses are either licensed or certified.’®* And compared with the broader
population, military spouses are 10 times more likely to have moved across a state line in the past
year.'* When military spouses were asked to name the biggest challenges to employment, 22 percent
identified the inability to transfer their professional licenses from one state to another.!® This helps to
explain why, in 2017, the military spouse unemployment rate was 16 percent, nearly four times the
national average.!

RECOGNITION OF OUT-OF-STATE LICENSURE FOR ACTIVE DUTY AND MILITARY
SPOUSES

Because licensure imposes particularly steep burdens for peripatetic military personnel and their
spouses, a number of states have moved to ease that burden for this particular population. The most
common approach, adopted by every state but Connecticut, is to somehow recognize out-of-state
licenses of current or former military personnel, their spouses, or both.!” This can take a number of
forms. In Tennessee, Texas, and Utah, for example, active-duty military personnel and their spouses
may work without a license so long as they possess a valid out-of-state license.!® In the other 46 states
that recognize out-of-state licenses, state agencies must grant in-state licenses to those military
personnel and their spouses who currently possess valid out-of-state licenses.?

In 31 states (shown in figure 2), regulators are required to conduct an expedited review process in order
to determine the validity of out-of-state licenses. In 34 states (shown in figure 3), regulators are
required to issue temporary licenses during the review period. These temporary licenses can be helpful
because they permit recently relocated members of the armed forces or their spouses to get to work
right away. However, if a temporary license expires after a short period of time, a worker may be left
facing the steep burdens of licensure.

13US Department of the Treasury and US Department of Defense, Supporting Our Military Families: Best Practices for
Streamlining Occupational Licensing Across State Lines, February 2012, 3.

14 US Department of the Treasury and US Department of Defense, Supporting Our Military Families.

5 US Chamber of Commerce Foundation, Military Spouses in the Workplace: Understanding the Impacts of Spouse
Unemployment on Military Recruitment, Retention, and Readiness, June 2017, 10.

16 US Chamber of Commerce Foundation, Military Spouses in the Workplace, 7. There are other explanations too. For example,
41 percent of military spouses believe that employers are reluctant to hire workers who might move.

17US Department of Labor, “Military Spouse License Recognition Options,” accessed January 13, 2020, https://www.veterans
.gov/milspouses/military_spouse_txt.htm.

'8 US Department of Labor, “Military Spouse License Recognition Options.”

9 US Department of Labor, “Military Spouse License Recognition Options.”
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FIGURE 2. EXPEDITED REVIEW FOR MILITARY SPOUSES WITH OUT-OF-STATE LICENSES
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Source: US Department of Labor, “Military Spouse License Recognition Options,” accessed January 13, 2020,
https://www.veterans.gov/milspouses/military_spouse_txt.htm.

FIGURE 3. TEMPORARY LICENSURE FOR MILITARY SPOUSES WITH OUT-OF-STATE LICENSES
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Source: US Department of Labor, “Military Spouse License Recognition Options.”

In Wisconsin, current law allows spouses of services members to obtain a reciprocal license to work,
but it expires after 180 days. Senate Bill 654 would extend the practice to active duty and former
military personnel (“discharged under conditions other than dishonorable within four years of applying
for a reciprocal credential”) and would make these licenses valid up until the date at which the out-of-
state license would have expired.?°

20 S, B. 654, 2019-2020 Sess. (Wis. 2019).
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While this approach is certainly beneficial for this population, it fails to alleviate the burden borne by
most licensed workers.?!

Policymakers who value consumer protection, lower prices, and greater opportunities for
employment—especially among lower-skilled, lower-educated or otherwise disadvantaged

populations—would do well to consider broader reforms.

Thank you for the opportunity to share my research with you today. I look forward to answering any
questions you may have.

Sincerely,

Matthew D. Mitchell, PhD
Director and Senior Research Fellow, Equity Initiative, Mercatus Center at George Mason University

21 Since both equity and freedom are worthy goals, there is a philosophical tradeoff here. When burdens are especially steep,
piecemeal reforms may be desirable even if they increase inequity. On the other hand, when policy is especially inequitable,
more equity may be worthwhile, even if it raises burdens. Beyond the philosophical tradeoffs, there may be political economy
tradeoffs. For example, inequitable policy may lead to higher burdens by reducing the political pressure for reform. For a
general discussion of nondiscriminatory policy, see James M. Buchanan and Roger D. Congleton, Politics by Principle, Not
Interest: Toward Nondiscriminatory Democracy (Cambridge: Cambridge University Press, 1998).
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