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Abstract

Labor unions have played a crucial role in the US economy since the Indus-
trial Revolution, but the recent Hollywood strikes have shown their evolution
in the modern age. In this paper, I examine unions, strikes, and their histori-
cal origins, as well as the fundamental economic concepts underpinning labor
unions and their effects on labor markets. I then analyze unions in the con-
text of the entertainment industry, citing the recent Hollywood strikes as an
example of how labor unions and strikes have evolved over time but re-
mained fundamentally consistent in a unique industry and period of history.
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1. Introduction

Trade unions are organizations of laborers or workers whose purpose is to
maintain and improve the conditions of their employment. These conditions in-
clude financial considerations such as better wages or benefits but also include
non-financial components like improved working conditions and safety stan-
dards (Webb & Webb, 1920). Overall, trade unions are vehicles by which work-
ers can enhance their bargaining power relative to employers, where bargaining
power refers to the ability of parties to exert influence over each other when
making new labor agreements or contracts.

The formation of modern-day labor unions as a response to the Industrial
Revolution in England was eventually recreated in the United States, where it
was further developed during the Gilded Age. Strikes were one of the key tactics
used by these unions, but the usage of labor strikes actually predates labor un-

ions in American history. In recent years, union membership in the private sec-
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tor has been on a downward trend, whereas it has been on the rise for the public
sector as a result of some of the economic forces governing such unions.

The economics of labor unions, as with many other economic concepts, con-
sists of many trade-offs. Labor unions are able to increase the bargaining power
of workers relative to capital owners. For instance, a union is able to take collec-
tive action through an organized labor strike and force capital owners to nego-
tiate with workers. This is especially useful for industries and locations where
firms have concentrated market powers, such as a monopsony. In these condi-
tions, labor unions are able to help workers bargain for better conditions and
wages, offsetting the concentrated market power of employers. However, labor
unions can hurt productivity in an industry, overall. Firms may choose to reduce
the size of their labor force as a result of higher wages set by unions, hurting
overall employment. Union power also extends beyond economics, where they
can organize politically for better working conditions and drive changes in the
political landscape.

In the entertainment industry, an industry different from the traditional
good-producing industries, many of these core economic concepts still remain,
but the circumstances of the industry give these unions unique features. Because
different levels of production have different replaceability of workers, different
levels of production also have their own labor unions. Labor unions in the en-
tertainment industries bargain for higher wages and better conditions, similar to
good-producing industries. However, public attention and a vast difference in
marginal product between workers result in the entertainment unions having
terms such as the “Minimum Basic Agreement,” establishing a minimum with-
out a maximum, in order to compensate for these differences.

The recent WGA and SAG-AFTRA strikes in 2023 were driven by new tech-
nological changes in both digital media and artificial intelligence. The two un-
ions went on strike almost simultaneously, leading to substantially higher rates
of unemployment in the motion picture industry, as well as a huge loss for South
California’s economy. These strikes affected all levels of Hollywood, halting
productions, forcing negotiations to take place, and ultimately resulting in fa-
vorable terms for writers and actors alike. These terms include more data trans-

parency, increased bonuses, and regulated AI usage.

2. History of Unions

Modern labor unions originated in 18th-century Britain as a reaction to the
growing Industrial Revolution but had their origins much earlier. Despite Trade
Unions and collective bargaining being outlawed in the 14th century in the
Kingdom of England with the enactment of the Ordinance of Labourers, these
ideas endured and inspired the formation of modern trade unions, giving work-
ers more power relative to their employers. Contrary to popular belief, labor
unions were not a product of Marxism, as the first labor unions predated Marx’s

Communist Manifesto by a century (Poole, 1986).
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A new class of industrial workers emerged as a result of the industrial revolu-
tion. These workers differed from farm workers: farm workers sold their prod-
ucts, meaning they had control over their lives and work, but industrial workers
sold their /abor. Urban workers were forced to take directions from employers
and essentially give up part of their freedom and agency in service of a master.
Workers had little to no job security and no promise of an ongoing relationship
with their employers. Under these conditions, modern labor unions were formed
and popularized (Tomich, 2004).

Labor unions soon spread across the globe, with modern national unions be-
ginning to form in the United States in the post-Civil War Era. The Knights of
Labor were a major force in the late 1880s but collapsed due to poor organiza-
tion. The American Federation of Labor, on the other hand, proved to be more
durable. Founded in 1886, the American Federation of Labor was a loose coali-
tion of local unions led by Samuel Gompers. This organization helped coordi-
nate and support strikes, becoming a major player in national politics, generally
on the side of the Democrats (Greene, 1998).

Initially, trade unions weren’t welcomed, encountering hostility from both
employers and government groups. Unions were regularly prosecuted under
regulations like the Sherman Antitrust Act of 1890. It wasn’t until 1935 that la-
bor unions were fully recognized in the United States under the National Labor
Relations Act (Clark, 1948).

While ‘labor strikes’ were a common tactic employed by unions, strikes ac-
tually predate the formation of labor unions in the United States. Philadelphia
printers, opposing a wage reduction, were responsible for the first recorded labor
strike in the United States in 1786 when they went on strike to demand a wage of
at least $6 per week (Perlman, 1922).

In the 21st century, most American labor unions fall under one of two um-
brella organizations: the American Federation of Labor-Congress of Industrial
Organization (AFL-CIO) or the Strategic Organizing Center (SOC). Both of
these organizations advocate for policies that favor workers in both the United
States and Canada. Moreover, these large organizations now take an active role
in politics, generally, but not exclusively, favoring the Democratic party (Min-
chin, 2017).

Despite the longstanding presence and many historical successes of unions,
unionization rates have fallen dramatically over the past decades. In 2022, the
unionization rate in the US hit the lowest rate on record at 10.1 percent. This
represents a 50% fall in unionization rate relative to 1983, the earliest year with
comparable data, when 20.1 percent of workers, or 17.7 million individuals, were
unionized (BLS, 2023).

Figure 1 is a dual coordinate graph that measures both wealth distribution
using the Gini coefficient on the right axis and the fraction of unionized workers
on the left axis. The two curves that show Union Density use the left axis and the
curve showing the top 10% share uses the right axis. Together, these curves

demonstrate the steady decline of union membership since the 1950s, with a
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Figure 1. Union density and inequality.

more drastic decrease in the late 70s, a period that has also corresponded with
substantial growth in the income share of the top decile of the income.

In another article, Farber shows the recent decline in unions in the private
sector from 25 percent in 1975 to 8.2 percent in 2004 along with the recent in-
crease in union membership in the public sector from the same levels in 1975 to
35% in 2004. Farber suggests that this divergence between unions in the public
and private sectors is likely due to structural reasons: lack of both competition
for products in the public sector and fiscal discipline makes the value of unions
in the public sector relatively high. Furthermore, union density is significantly
higher in places where unions are allowed to negotiate union security provisions
and employers have a legal responsibility to bargain with labor unions. In short,
the public sector has overall provided a better environment in recent years for

labor unions to grow and develop (Farber, 2005).

3. Economics of Union Power and Strikes

While labor unions have had a tumultuous history, the economic forces driving
and shaping labor unions have remained more consistent, even into the present
day. At their core, labor unions exist in order to increase the bargaining power
of laborers relative to capital owners and employers. In any such relationship,
bargaining power generally determines who is able to receive more of the sur-
plus generated by the production of new goods and services. In the context of a
household, Leora Friedberg and Anthony Webb explain that decision-making
power, or bargaining power, depends on individual variables and can influence
important financial and family outcomes. For example, financial savings have

significant but moderate effects on decision-making power (Friedberg & Webb,
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2006).

As with households, a number of factors go into the bargaining power of the
laborers or capital owners in the workplace. However, as a result of the substitu-
tability of many workers, capital owners often possess more bargaining power
than laborers, resulting in lower wages and poorer working conditions. Through
collective bargaining, workers can demand higher wages and better working
conditions as an employer may find it harder to replace the entirety of their
workforce relative to any single employee.

One of the most powerful ways of asserting a union’s collective action power
is to organize strikes in which the union members jointly agree to refuse to
work. Such an action can often force the capital owners to agree to better terms
for the laborers. However, not all strikes succeed. For instance, researchers have
found a strong negative relationship between strike duration and the value of the
settlement to workers, indicating a declining probability of significant union
victory following longer strikes. In addition, an employer’s relative bargaining
power is found to be higher in disputes involving fewer workers and in un-
ion-ordered strikes (Card & Olsen, 1995).

The necessity for unions to exert some collective action for labor is especially
true in locations or industries with a very concentrated set of producing firms.
For instance, the presence of a monopsony, where a single firm has control over
a labor market, can drive down both wages and employment relative to a com-
petitive market equilibrium. To show the extent to which monopsonies exhibit
market power, Dube, Jacobs, Naidum, and Suri measured the elasticity of labor
supply using both observational and experimental variation in wages. In the
context of Amazon Mechanical Turk, one of the largest online labor markets,
they found that labor supply elasticities are very low, around 0.1. This level of
inelasticity indicated a near monopsony, demonstrating an extreme imbalance in
bargaining power between employers and workers in this market (Dube et al.,
2020).

Looking in more detail, Dodini, Lovenheim, Salvanes, and Willen defined a
new measure of labor concentration based on tasks, not just employers’ industry.
They found that those employed in very concentrated tasks tend to be more hurt
by a job separation, suggesting a crucial role for labor unions in protecting jobs
(Dodini et al., 2024). These results suggested that even in industries with a large
number of firms, the ability of workers to bargain for wages competitively may
be relatively constrained for many tasks. Unions have a role to play even in
markets with growing labor shares and increases in worker bargaining power.
For instance, in China and India, two large countries with rapidly developing
economies, decreases in market power among firms have led to increases in the
labor share over the past decades (Brooks et al., 2019). However, low-skill and
more replaceable workers still often find it difficult to bargain for higher wages,
making labor unions and their collective bargaining power a valuable proposition.

While unions can have positive effects on workers, they also have some nega-

tive impacts on the broader economy. For instance, unions may have mixed ef-
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fects on non-union members and can have negative effects on productivity, as
well. Freeman and Valletta demonstrate that, while pro-union regulations are
strongly predictive of higher wages for covered employees, they also predict
lower wages for non-covered employees (Freeman and Valletta, 1987).

There is also mixed evidence of the impact of unions on productivity across
industries. Allen finds that firms tend to select more productive technologies in
order to offset the higher labor costs set by unions, effectively reducing the size
of their labor force, or they may select less productive technologies to maintain
some control over union wage demands. In addition, productivity growth in in-
dustries like construction has been much slower in areas with higher levels of
unionization (Allen, 1987). These effects are similar to the effects seen from
minimum wages, with higher pay for the ‘in-group’ but lower employment and
job growth overall, as fewer workers are hired at the now higher cost of labor.

In addition to effects driven by wages and labor costs, increases in the power
of unions to prevent firings would be predicted by classical economic theory to
have the effect of increasing the reluctance of firms to hire workers in the first
place. If a worker cannot be fired in the future, firms will hold off on hiring until
absolutely necessary (Blanchflower, Millward, & Oswald, 1991). Moreover, un-
ions also often bargain for seniority-based wages and firing decisions. That is, a
prescribed wage schedule based on years of tenure and a mandate to fire the
most recent workers first. Such contractual arrangements decrease the flexibility
of action by employers, dampen monetary incentives to perform well, and can
reduce a firm’s overall productivity and efficiency.

Beyond financial considerations, unions have been substantial backers of im-
proved working conditions in a wide swath of industries. Unions often point to
increases in worker safety and satisfaction as a reason to join. For instance, Gih-
leb, Giuntella, and Tan studied right-to-work laws, finding that right-to-work
laws, which decreased union membership, increased the share of workers work-
ing long hours by 6% (Gihleb, Giuntella, & Tan, 2023). Moreover, Blanchflower
and Bryson find that there is a positive relationship between union membership
and worker well-being, as measured by job and life satisfaction. Overall, union
members are found to be less stressed, worried, depressed, sad, and lonely
(Blanchflower & Bryson, 2020).

Some of these improvements in working conditions translate into physically
safer worksites, as well. Data from the Occupational Safety and Health Adminis-
tration (OSHA) suggests that union worksites are 19% less likely to have an
OSHA violation and 34% fewer violations per OSHA inspection than other
worksites. Unions represent 14% of the construction industry workers, yet they
only account for 5% of OSHA violations in the construction industry (ILEPI,
2021).

Changes in unionization can also drive significant changes in the political econ-
omy. Feigenbaum, Hertel-Fernandez, and Williamson show that right-to-work
laws, laws that weaken unions, reduce Democratic Presidential vote share by

3.5%, with similar effects in many branches of government. Furthermore, the
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weakening of Unions leads to fewer working-class candidates serving in legisla-
tion, causing public policy to become more conservative (Feigenbaum, Her-
tel-Fernandez, & Williamson, 2018). The relationship with public policy runs in
the other direction, as well. Changes in regulatory policies related to unioniza-
tion activity such as right-to-work laws have had large effects on unionization
rates across states (Fortin, Lemieux, & Lloyd, 2023).

Overall, unions continue to play a substantial role in labor markets, both in
the United States and in many other countries. They not only affect employees’
wages and benefits but also play a role in shaping working conditions and job
safety. While many workers are enthusiastic supporters of unions, such organi-
zations can also impose costs on firms and industries by reducing the firm’s

ability to flexibly hire, fire, and compensate their employees.

4. Unions and Strikes in the Entertainment Industry

The entertainment industry in the United States has had a long-standing rela-
tionship with labor organizations and unions. This industry features a number
of unique aspects that have made such labor agreements important to the sus-
tainable development of the industry. One major aspect is that there are only a
few major production companies within the entertainment industry, leading to a
concentration of market power among employers. As noted above, such concen-
tration increases the importance of collective bargaining by labor organizations
to counteract the bargaining power of the employers. In accordance with eco-
nomic theory, the vertical integration of large production studios poses obstacles
to equal bargaining power for workers. Vertical integration of studios means
that the creation, distribution, and showing of the movies have typically been
managed by the same studio. Therefore, if a studio wanted to shut down its
theaters, it would be the termination of a significant amount of its production, as
well as significantly reducing employment and wages (Wilson, 1992).

Furthermore, while Hollywood stars may not be as easily replaced, many le-
vels of production, such as stage workers, are highly replaceable and have little
bargaining power. Moreover, the short tenures for actors and actresses during
short productions create instability in employment and lower levels of financial
security for many workers. Finally, asymmetric information about productivity
is especially prevalent in the age of digital media. Actors and actresses are not
given clear data on how much revenue productions generate—especially in an
era of online streaming—so firms can choose not to reward any extra productiv-
ity. All of these unique aspects of the entertainment industry mean that labor
unions have played a vital role in its history and development.

Across the American entertainment industry, there are four major unions that

encompass different portions of the workforce:

International Alliance of Theatrical Stage Employees

Stage workers formed the International Alliance of Theatrical Stage Em-

ployees (IATSE) in 1893, establishing minimum pay rates, demanding
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8-hour workdays, and creating definitions of specific jobs with rules to pre-
vent employers from undercutting union members by hiring less qualified
non-union workers (Gershon, 2021).

Actors’ Equity Association

Stage Actors formed the Actors’ Equity Association (AEA) in 1913, but it
did not gain recognition by employers until the strike of 1919. The AEA is a

bargaining agent for stage actors that negotiates and regulates contracts,
governs the importation of foreign actors, provides pension plans, and pro-
vides assistance to actors in the theatrical industry.

Writers Guild of America

Two branches of the Writers Guild of America (WGA) were formed in
1954, representing writers in film, television, radio, as well as online media.
The Writers Guild of America, East (WGAE) and the Writers Guild of
America West (WGAW) operate independently but perform certain com-

mon activities, such as the negotiations of contacts and organizing strikes.
Screen Actors Guild-American Federation of Television

Movie actors formed the Screen Actors Guild (SAG) in 1933, the first suc-
cessful attempt at establishing a motion picture actors’ union that was in-

dependent of Hollywood studios. In the 1920s, the Actors’ Equity Associa-
tion made an effort to organize Hollywood actors; however, resistance from
the producers made it difficult. A cut in non-union salaries generated more
developed interest in AEA; however, AEA was undercut by the Academy of
Motion Arts and Sciences, an academy created by producers. The Academy
fought against salary reductions, with producers choosing to bargain with
the Academy over AEA. However, in March 1933, the Academy did not
protest against the drastic cuts in studio and freelance actor salaries and it
approved the National Recovery Administration’s code for the film indus-
try. This code, written by producers, included salary controls and agency
licensing provisions that were resented by the screen actors. This led to the
six original actors of the SAG meeting and deciding to form their own un-
ion that was independent of Hollywood producers (Screen Actors Guild
Records, 1984).

Actors, journalists, dancers, singers, announcers, hosts, comedians, and disc
jockeys from industries such as television, radio, cable, and other digital
media formed the American Federation of Television (AFTRA) in 1952.
Before the formation of AFTRA, the American Federation of Radio Artists
(AFRA) was formed in 1937 with 400 members in New York and Los An-
geles. Both SAG and AFTRA existed independently of each other for over
half a century before finally merging in 2012 to form SAG-AFTRA (Ameri-

can Federation of Television and Radio Artists Records, 2023).

While unions in the entertainment industry exhibit many unique characteris-
tics as a result of the nature of their industry, they also have some fundamental

characteristics that many unions have in good-producing industries like manu-
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facturing and construction. Similar to labor negotiations in good-producing in-
dustries, unions in the entertainment industries typically negotiate for wages and
work hours. When negotiations fail and a strike occurs, every business in Hol-
lywood suffers the consequences (Wilson, 1992).

However, a number of differences emerge between labor unions in the enter-
tainment industry and those in the goods-producing industries. For entertain-
ment industry unions, the role that the media and general public play is often
magnified. The general public may pay little attention to strikes that occur
around the country on a daily basis, but when Hollywood strikes, most house-
holds pay attention. This may be a result of increased media exposure or because
their favorite show now consists only of reruns. This public pressure plays a key
role in negotiations as both sides try to present a positive image of their side’s
demands to the public.

Another divergence from more traditional unionized industries is that unions
in the Entertainment Industry, as in the Sports industry, generally set minimum
pay through a ‘Minimum Basic Agreement’ instead of setting a particular sche-
dule of hourly wages. This concept is something unique to industries like sports
and Hollywood. This means that the Agreement is only the starting point for any
individual negotiation, and any individual in the union can negotiate for higher
wages (Wilson, 1992). For instance, the following is Section 5 of SAG’s Basic
Agreement:

“This Agreement sets forth minimum terms and conditions of employment.
Nothing herein shall prevent the actor from negotiating more favorable

terms and conditions.”

This type of agreement holds true at every level of production; from makeup
artists to electricians to wardrobe supervisors and from writers to actors to di-
rectors. There are few other industries where a union goes into a collective bar-
gaining agreement with an employer but also understands that any union mem-
ber can meet privately with the employer to negotiate for better terms for that
individual (Wilson, 1992).

A key reason for this unique trait relates to the replicability of workers in the
entertainment industry. Unlike many good-producing industries with easily
replaceable unskilled labor, the Entertainment industry features actors, writers,
and directors who are less replaceable because of their differences in marginal
product. If entertainment unions set minimums and binding maximums, big
movie stars or directors might want to leave the unions, thereby limiting union
power. For instance, Hollywood stars like Tom Cruise don’t need the protec-
tions of the Union; they join because there is no binding maximum and they can
negotiate for better conditions individually. This is beneficial for the union,
however, because Hollywood stars with a large audience and public presence
have a greater platform and thus more media attention that may help the unions
in negotiation. The same holds true for WGA where there may be talented writ-

ers with greater marginal product. This is analogous to many sports leagues
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2019

where the super-skilled stars get paid huge salaries but player unions have nego-
tiated league-wide minimum wages for all players (WGA, 2023).

Furthermore, the creation of the internet fundamentally changes how people
create, disseminate, and access information, knowledge, and entertainment.
Digital media enhances the ability to create entertainment without the major
recording studios or traditional Hollywood players. For instance, Gasser and
Ernst show how copyright laws have not been able to evolve at the same rate
creativity is evolving as a result of digital technology (Gasser & Ernst, 2006).

Streaming has been projected to grow rapidly in the next decade, as exempli-
fied by Figure 2 (Fortune Business Insights, 2024), changing the traditional dy-
namics of the distribution of entertainment. Furthermore, the recent develop-
ments in artificial intelligence, such as ChatGPT present problems for many in
the entertainment industry, especially in regards to writers and artists who may
be most exposed to competition from Al. Such pressures ultimately led to the
WGA and SAG-AFTRA almost simultaneously going on strike in 2023.

The recent strikes by WGA and SAG-AFTRA may seem to diverge from the
causes of historical strikes, resulting from the changes wrought by artificial intel-
ligence and digital media. However, upon closer examination, these strikes re-
main similar to historic strikes in the entertainment industry and other indus-
tries at a more fundamental level.

For instance, one of the key issues that WGA disputed over was the require-
ments for “mandatory staffing” as well as the “duration of employment” terms to
be added to their contracts. This would effectively require all shows to have a
minimum number of employed writers who must each be employed for a min-
imum amount of time (CNN, 2023).

This is similar to other current-day union demands in other industries to limit
“zero-hour” contracts and reduce unpredictable schedules. The unpredictability
of work schedules leads to greater economic insecurity and work-life conflict,

something labor unions have tried to combat by directly bargaining with

North America Video Streaming Market Size, 2019-2030 (USD Billion)

180.12
149.15 I I

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

www.fortunebusinessinsights.com

Notes: Fortune Business Insights, 2024. Graph shows the projected trend for streaming growth in
North America.

Figure 2. Projected growth in streaming.
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employers for stable hours and predictable schedules. Work-hour protections
are commonly used in collective bargaining to establish minimum guaranteed
work hours. In addition, unions can secure other job characteristics that make
nonstandard work schedules less likely, in other words, indirectly combating this
issue (Finnigan & Hale, 2018).

Another key issue during the recent strikes was the dispute over artificial in-
telligence use in the entertainment industry. New technological advancements in
large language models mean that artificial intelligence can dramatically influence
future creative work fields like science and the arts. Barbosu and Khashibi argue
that AI can complement humans in both areas, but it is more likely to replace hu-
mans in art rather than science, threatening jobs in artistic industries like the en-
tertainment industry (Barbosu & Khashabi, 2023). Furthermore, Al-generated
work could potentially replace human-generated work in the creative industry.
Authors and other users can use Al to create at an unprecedented rate, thus
making intellectual property laws less relevant (Travis, 2020). The use of Al in
both creation, in the form of writing source materials, and performance, in the
form of digital replicas, can severely hurt the labor prospects of writers and ac-
tors in the long run.

In addition, the issue of asymmetric information as a result of online stream-
ing was also a heavily debated issue during these strikes (WGA, 2023). Both
WGA and SAG-AFTRA required producers to disclose data on viewership of
productions so writers and actors would be able to determine whether or not
they were compensated enough for their contributions to the production’s pop-
ularity (CBS, 2023).

However, Al and streaming, despite being new technologies developed in the
21st century, involve similar debates to the long-standing conflict between labor
and capital owners. Al is a new technology that has the potential to replace
workers and laborers, akin to machinery developed during the Industrial Revo-
lution that replaced unskilled laborers. Streaming is a new technology that can
create asymmetric information between labor and capital owners. As Hayes
shows, such changes are a rational reason for unions to turn to strikes as a
means to gain information (Hayes, 1984). Thus, the same economic relation-
ships and historical rationale for labor strikes still echo in the 2023 Hollywood
strikes.

After the 2023 strikes ended, two contracts emerged that generally favored the
workers. The WGA contract includes pay raises, regulations for Al use, provi-
sions for health care, increased residuals from streaming services, and longer
minimum periods of work (Entertainment Weekly, 2023). Key points included a
viewership-based streaming bonus and streaming data transparency. For in-
stance, a half-hour episode would earn a $9031 bonus, a one-hour episode would
earn a $16,415 bonus, and a streaming feature over $30 million in budget would
earn a $40,500 bonus. Furthermore, companies agreed to provide WGA data on
the total hours streamed, domestically and internationally, of self-produced

streaming programs, such as a Netflix original series. With more data transpa-
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rency, there is no longer asymmetric information for the writers, and, combined
with the viewership bonus, WGA can now bargain for streaming bonuses more
effectively.

Finally, the contact regulates the use of artificial intelligence. Al can no longer
write or rewrite literary material as the writer, meaning AI can not replace writ-
ers. Writers can now choose to use Al for writing, but a company may not re-
quire a writer to use AI. Companies also must disclose to writers if any material
given contains Al-generated material. In essence, regulated AI use allows Al to
be a useful tool for writers, rather than a replacement for writers.

As for the actors, the SAG-AFTRA contract mainly includes minimum com-
pensation increases, streaming bonuses, disclosure of viewership stats, limits on
artificial intelligence, minimum numbers of background actors, as well as relo-
cation bonuses. Many of these points are similar to that of the WGA contract;
however, the points on background actors, artificial intelligence, and relocation
bonuses are worth noting (CBS, 2023).

On the West Coast, background actors hired on television motion pictures
increased from 22 to 25, equal to the minimum number in New York, to limit
the use of digital replicas of actors. TV and film producers now must obtain
consent from actors to create and use their replicas, specifying their use intent.
Actors are also entitled to compensation at the standard rate for the number of
days they would’ve worked if not for the digital replica. This is important since
AT can no longer fully replace actors, as they are still compensated at their usual
rate even if producers choose to use a digital replica. This also lowers the incen-
tives for producers to use digital replicas, since the cost of using digital replicas is
now similar to that of hiring actors. Finally, performers who need to relocate for
work are now entitled to a relocation benefit of up to $5000 a month for six
months. This is significant since this would effectively cover some if not all of the
opportunity cost associated with the relocation of the performer (Screen Actors
Guild, 2023).

Despite ultimately achieving the objectives WGA and SAG-AFTRA sought to
achieve, many sectors of the entertainment industry suffered negative economic

impacts during the duration of these strikes.

5. Local Economic Impacts of Strikes in the Entertainment
Industry

From May 2 to September 27, 2023, the Writers Guild of America (WGA),
representing 11,500 screenwriters, went on strike over a labor dispute with the
Alliance of Motion Picture and Television Producers (AMPTP). This 148-day
strike tied with the 1960 strike as the second-longest strike by the WGA (Robb,
2022). Almost simultaneously, from July 14 to November 9, 2023, the American
Actors’ union, Screen Actors Guild-American Federation of Television and Ra-
dio Artists (SAG-AFTRA), embarked on the longest strike in its history, as well.
This was the first time actors initiated a labor dispute since the 1980 actors strike
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and the first time actors and writers have simultaneously gone on strike since the
1960s (Dalton, 2023). As noted above, these strikes were led by changes in the
industry caused by streaming and its effect on residuals—the financial compen-
sations that are paid to those involved in making TV shows and movies—as well
as other new technologies, such as AI and digital recreations.

Amidst the strikes, the lack of ongoing film and television productions re-
sulted in many studios having to close down or reduce staff. Furthermore, this
jeopardized long-term contracts that had been recently created during the media
streaming boom. Big studios were able to terminate production deals with writ-
ers through force majeure clauses, saving them millions of dollars at the cost of
income for the writers. The broader global entertainment ecosystem was also
impacted, including the VFX industry and prop-making studios (Gonzalez,
2023).

The WGA and SAG-AFTRA strikes contributed to the biggest interruption of
the American film and television industries since COVID-19 in 2020. The com-
bined impact of the strikes led to the loss of 45,000 jobs as well as an estimated
$6.5 billion loss to the economy of South California (Patten, 2023).

Figure 3 below shows changes in the employment and wages monthly level of
employment across two in the US in two industries across two industries, the
motion picture industry and the broadcasting industry, and for the US as a
whole as well as the US total employment. Using employment in May as a base-
line, the top panel denotes that, while total US employment has an upward trend
as a result of consistent economic growth in all US industries, the motion picture
and broadcasting industries experienced substantial decreases in employment
after May of 2023 as a result of the WGA and SAG-AFTRA strikes.

Furthermore, as shown in the bottom panel of Figure 3, wages in the motion
pictures industry also decreased to being below the US average wages during the
period of the 2023 strikes. The top and bottom panels of Figure 3 together show
that the strikes temporarily decreased both the wages and employment in the
motion picture industry, with unemployment being at 0.904 in October relative
to May and wages being at 0.97 at June relative to May; however both unem-
ployment and wages returned to 0.98 and 1.02 respectively in December, fol-
lowing the conclusion of the strikes. This demonstrates the trade-off of these
strikes—short-run consequences for more potential long-run growth. The em-
ployment rates and wages for the Broadcasting industry remained surprisingly
consistent throughout the strikes, suggesting that these strikes had a larger effect
on the film-producing firms in the industry.

The WGA Union leadership voted to end the strike on September 27 and offi-
cially ratified the contract with 99% of members in favor on October 9 (White,
2023). For the Actors’ Union, negotiations took place from October 2 to October
11 and resumed on October 24, with a tentative deal being reached on Novem-
ber 8. The Hollywood strikes of 2023 concluded on November 9 at 12:01 a.m.
PST. The SAG-AFTRA membership officially ratified the contract with over 78%

of members in favor on December 5 (Campione & White, 2023).
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Figure 3. Employment and Wages from April-December, 2023.

6. Conclusion

From the formation of labor unions in England during the Industrial Revolution
to the 2023 WGA and SAG-AFTRA strikes in the United States, unions and
strikes have evolved significantly over time. However, many fundamental eco-
nomic concepts driving unions and their impacts remain unchanged. Even with
AT and digital media, the 2023 strikes fought for higher wages and attempts to
prevent technology from replacing human workers. Like in the past, unions and
strikes still have trade-offs. Despite a general union victory, many workers in the

entertainment industry found themselves unemployed during the months of the
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strike, causing a loss to the economy.

In this new era of digital entertainment, unions continue to play a vital role in
the entertainment industry. Despite the losses to the economy, actors’ and writ-
ers’ occupations are preserved in the long run as a result of the labor unions, as
shown by the rebound in employment following the end of the 2023 strikes.
With the new contracts from the 2023 strikes, Al and digital media won’t be able
to replace actors and writers in the coming years. The modern-day entertain-
ment industry, where new technology poses a threat to even skilled workers with
lower replaceability, like actors and writers, highlights the need for unions to

evolve and remain adaptable in the face of technological and economic change.
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