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Henry Hazlitt writing in his book “Economics in One Lesson”:

The belief that labor unions can substantially raise real
wages over the long run and for the whole working population
is one the great delusions of the present age. This delusion
is mainly the result of failure to recognize that wages are
basically determined by labor productivity. It is for this
reason, for example, that wages in the United States were
incomparably higher than wages in England and Germany all
during the decades when the “labor movement” in the latter two
countries was far more advanced.

In spite of the overwhelming evidence that labor productivity
is the fundamental determinant of wages, the conclusion is
usually forgotten or derided by labor union leaders and by
that large group of economic writers who seek a reputation as
“liberals” by parroting them. But this conclusion does not
rest on the assumption, as they suppose, that employers are
uniformly kind and generous men eager to do what is right. It
rests on the very different assumption that the individual
employer is eager to increase his own profits to the maximum.
If people are willing to work for less that than are really
worth to him, why should he not take fullest advantage of
this? Why should he not prefer, for example, to make $1 a week
out of a workman rather than see some other employer make $2 a
week out of him? And as long as this situation exists, there
will be a tendency for employers to bid workers up to their
full economic worth.
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