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Key Takeaways:

« While Tennessee is generally considered a more free
market oriented state, one area it regulates more heavily is in
occupational licensing, essentially a government permission
slip to do a job;

« Tennessee has over 263 different occupational licenses,
registrations, and certifications, covering 30 percent of the
Tennessee workforce;

« The economic cost of obtaining these onerous licensing
regulations conservatively costs Tennessee workers over
$279 million just to enter an occupation of their choice; and

« Renewing their existing license costs these Tennessee
workers nearly $S38 million per year.



Executive Summary

Occupational licensing is the restriction
of individual entry into an occupation
through mandatory professional
requirements. The idea being that

in situations where the consumer is
uncertain about the quality or safety of a
good or service, licensure can help ensure
acceptable standards of quality. Since its
early origins applying to a few limited
occupations, occupational licensing has
spread to more and more professions.

In fact, occupational licensing has

been adopted so broadly that it is now
commonly found in occupations that do
not pose any credible threat to the safety
of the consumer or to the quality of the
service they provide.

Occupational licenses come with a
varying range of requirements such

as minimum education levels, testing,
background checks, fingerprinting, and
continuing education requirements. These
requirements are stringent and typically
entail hundreds of dollars in fees. In
theory, by setting these legal barriers to
practice in the profession, occupational
licensing is thought to ensure consumer
safety and quality by prohibiting anyone
who does not meet all the requirements
(or pay all the associated fees) from
practicing.

By setting up often rigorous licensing
schemes that serve as barriers to entry
and the boards that administer them,
however, industry groups can—even
unintentionally—restrict competition,
limit choices for consumers and thereby
boost industry wages, all while raising
prices for consumers. In effect, while done
in the name of protecting consumers,

licensing can in the end harm them. When
expanded to a wide enough segment of
the workforce, occupational licensing can
measurably reduce personal growth and
economic opportunity. Most concerningly,
these effects are felt chiefly by the most
vulnerable groups in American society,
including minorities, the poor, military
spouses, and rehabilitated criminals.

To protect consumers, especially these
vulnerable groups, current licensing
boards should be actively monitored

and, where possible, moderated or

even eliminated. Certainly, further
expansions of occupational licensing,
especially to professions with no plausible
threat to consumer safety, should be
checked.!

In this study we examine the effect

of Tennessee’s occupational licensing
policies and estimate its effect on the
local economy, with the hope of further
enhancing the state’s reputation for
fostering a friendly and open business
environment, while still protecting
consumers.

Currently, Tennessee ranks 13th in terms
of most broad and onerous licensing
requirements, according to the Institute
for Justice.? This includes a total of 263
occupations, which comprises 30 percent
of the state’s workforce, or over one
million Tennesseans. From these numbers,
we conservatively estimate initial costs of
occupational licensure to total over $279
million. Additionally, we conservatively
estimate that annual renewal costs for
occupational licensing in Tennessee to be
nearly $38 million.



To reduce this drag on the state’s
economy, policymakers should pursue
four objectives. First, occupational
licensing should be substantially curtailed
or eliminated on low-income professions
to end unnecessary restrictions on
occupational choice and economic
mobility for low-income Tennesseans.
Second, Tennessee should eliminate
occupational licensing for professions
with no measurable and realistic threat

to consumer safety. Next, policymakers
should strictly control the extension of
occupational licensing to new professions.
Finally, by improving public access to data
on licensed occupations, researchers can
better measure the costs and burdens

of licensure and how many Tennesseans
are affected by it. Following these four
steps will help ensure that the state of
Tennessee is better situated to foster
economic prosperity for all its citizens.
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Introduction

Since its founding, Tennessee has been

a land for those looking for economic
opportunity. From the first settlers who
crossed the Appalachian Mountains to
those looking now to escape the high taxes
of Illinois, New York, and other states,
economic freedom lies at the heart of the
Tennessee experience. In fact, Tennessee
currently ranks Sth among the states in
economic freedom according to the Fraser
Institute’s Economic Freedom of North
America index.? It is no accident, then,

that the state’s motto is “Agriculture and
Commerce.” The Tennessee Supreme Court
has even stated that, as a matter of state
constitutional law, the right to earn a living
is exactly that: a fundamental constitutional
right.* Unfortunately, the right to earn a
living, combined with this spirit of economic
freedom and opportunity, is not always and
everywhere being treated and protected as a
fundamental right.

Occupational licensing represents one of the
most concerning curtailments of economic
liberty in Tennessee. An occupational
license, by setting educational testing,

and continuing education requirements,

is essentially a mandated permission slip

to obtain a job, and professions often

seek licensure to set unnecessarily high
entry requirements to in order to restrict
competition and raise prices for consumers.®
Problematically, the growth of occupational
licensing has been predominantly borne by
lower-income workers who can ill afford

the costs of time, tuition, and lost wages
required to comply with overly burdensome
entry regulations.®

According to a 2015 White House report,
the percentage of Americans who need a
license to work has grown from five percent
to closer to 29 percent since 1950.” Despite
its reputation as an economically free state,
Tennessee has also followed this nationwide
trend, succumbing to pressure from
professional groups seeking occupational

licensure, and thereby imposing barriers on
the right to earn a living here in Tennessee.
The growth of occupational licensing, and
the accompanying decline in economic
opportunity and occupational choice, has
raised serious concern on both the political
right and left.?

There is strong consensus among academic
scholars examining the effects of
occupational licensing.® In its landmark
2012 study License to Work, the Institute
for Justice found Tennessee to be the

13th most broadly and onerously licensed
state, a ranking which was reaffirmed in
its updated 2017 study.'® That same year,
the Wisconsin Institute for Law & Liberty
studied the effects of licensing requirements
for ten common blue-collar professions
and determined Tennessee ranked dead
last amongst the S50 states." According to
the study, Tennessee could expect a nine
percent increase in job growth simply by
adopting the licensing requirements of the
least onerous state, Hawaii.

Encouragingly, Tennessee has, in recent
years, begun to respond to the growing
problem presented by occupational
licensure. Tennessee was the first state in
the nation to enact a Right to Earn a Living
Act, the purpose of which was to examine
unnecessary obstacles to a person’s ability to
enter a career and to recommend reforms.'
The resulting report and built-in review
process created by this groundbreaking

law has spurred a flurry of reforms in the
past several years. For instance, in 2017,
Tennessee repealed its license to shampoo
hair.® In 2018 came what was referred to

as the Fresh Start Act, which outside of

a few exemptions prevented a licensing
authority from denying a license to an
applicant with a prior criminal record unless
the criminal record was directly linked

to the job sought.” The year 2018 also
brought about the elimination of perhaps
Tennessee’s strangest license: that required



of beauty pageant operators.”® Additional
reforms included exempting those practicing
animal massage therapy from having to
obtain a veterinarian license and removing
the license to braid hair in 2018 and 2019,
respectively.’® The licenses for these two
occupations were so onerous compared to
their health and safety justification that
they were included in a previous Beacon
Center report, The Dirty Dozen: Eliminating
Red Tape for Blue Collar Workers, which
highlighted the occupational licenses

in most need of reform."” These reforms
were recognized and reaffirmed when the
Mercatus Center showed how Tennessee
has led the nation in reducing occupational
licensing burdens.”® More importantly,
they have led to greater opportunity for
Tennesseans. During the two decades that
a license was required to braid hair, there
were just over 100 Tennesseans licensed in
the practice. As of July 2021, just two years
after the repeal of the license, nearly 2,000
Tennesseans were engaged in the practice.

The creation of a review process through

the Right to Earn a Living Act, eliminating
and reforming multiple individual licenses,
and giving those with criminal records a
better chance of earning a job and becoming
productive members of society certainly are
important and commendable steps

for Tennessee.

Numerous opportunities for reform,
however, remain to restore Tennesseans’
right to earn a living. The COVID-19
pandemic, for instance, has highlighted
the impact of burdensome licensing
requirements more than ever. Early on in
the pandemic, Governor Bill Lee allowed
out-of-state medical providers to practice
within the state if their work was related to
coronavirus, and waived many continuing
education and renewal requirements for
both medical and non-medical licenses

in order to increase the state’s supply of
practitioners.” This perhaps would not have
been necessary if Tennessee had followed
the lead of states like Arizona, Montana,
New Jersey, and Pennsylvania, which

have taken this approach even further by
granting universal recognition to out-of-
state licenses. Without such measures,
licensing has been shown to lead to a 36
percent decline in interstate migration.2°
Such a step in Tennessee would proactively
help the Volunteer State prepare for future
pandemics or disasters when medical
professionals need to cross state

borders quickly.

One strong reason to universally recognize
out-of-state licenses is that Tennessee, for
the first time ever, is the top destination for
residents fleeing high taxes and burdensome
regulations in other states.?' There is strong
evidence that strict occupational licensing
requirements reduce in-migration to states,
suggesting that Tennessee could be an even
more popular destination for productive
workers if universal recognition

were adopted.?

Yet the biggest need for reform remains
relaxing or eliminating occupational
licensing for those seeking to change careers,
enter the workforce for the first time, or
embark on the American dream of opening
their own business. Given the proven
economic and personal harm of occupational
licensing, it is imperative to find less onerous
ways of ensuring and protecting consumer
health and safety. These can include

private credentialing, reviews, consumer
guarantees, inspections, bonding and
insurance, or registrations.?> When there is
no realistic threat to consumer safety, or that
private assurance of quality mechanisms can
protect consumers, occupational licensing
should be eliminated.



Occupational Licensing
in Theory and Practice

Occupational licensing is the required
certification and registration of practitioners
in designated industries. Set by state
legislators and usually carried out by
industry boards, occupational licensing
restricts entry to specific occupations.
These restrictions often include education
or training requirements, work experience,
tests, background checks, membership

in professional organizations, and proper
registration and renewal with the relevant
industry board. Many of these requirements
also include fees or implicit monetary costs.
In many cases, these fees can be substantial.

To enter a licensed profession, prospective

Elias Zarate’s Story

After having to drop out of high school to care for his
younger siblings, Elias Zarate opened a barbershop
in Memphis. Shortly thereafter, he was forced to
shut down and faced fines in addition to other

practitioners must demonstrate that they
satisfactorily meet these requirements.
Anyone who cannot pay these upfront
licensing costs or otherwise fails to meet
these requirements is deemed unfit by

the state to practice within that licensed
industry. They are explicitly forbidden by
law from practicing within that industry
until they have received a license to practice
under the threat of fines, cease-and-desist
orders, or even jail time. One recent example
of this is the story of Elias Zarate, who faced
potential jail time for not having the high
school diploma necessary for a

barber license.?*

civil punishment. Zarate was restricted from being

a barber because he did not have a high school
diploma—a requirement that has nothing to do with
the skill or safety of cutting hair. This requirement

is ironic in that the state policymakers who enacted
the law were not required to have a high school
diploma, either. Also, despite their service being
closely related to that of barbers, cosmetologists
were not required to meet the same standard.

Luckily for Zarate, the requirement for a diploma to
be a barber was struck down as unconstitutional for
having no rational basis.



Occupational licensing is implemented
with the stated purpose of protecting
consumers. The logic is that in the presence
of information asymmetries—a situation
where the provider of a service has more
information than the purchaser of the

good or service—a provider can exploit

the ignorance of consumers to engage in
fraud and malpractice.® Thus, occupational
licensing is justified on the grounds that

it protects purchasers from unqualified
providers, poor service, unnecessary
upcharges, or inflated prices. For instance,
medical care is a complex service; the
purchaser typically knows relatively little
about the prescribed medicine or procedure
compared to the practitioner. This opens

up the possibility for the consumer to be
duped by an unqualified practitioner, receive
lower-quality medical care without realizing
it, be sold unnecessary procedures, or be
charged prices well above the typical cost of
care. When it comes to medical professions
particularly, unqualified practitioners, lower
quality, or unnecessary operations can pose
a substantial health threat to consumers.

The boards entrusted with enforcing and

in some cases setting the criteria for the
standards for acceptable practice and to help
safeguard consumers are typically comprised
primarily of industry representatives, often
only with a single nominal consumer or
public representative. By increasing the cost
of entering the profession, licensing can
increase prices for consumers and restrict
access to the profession, decreasing the
number of people employed in licensed
professions.?® In fact, the job loss due to
occupational licensing, according to one
estimate, may reach as high as 20 percent.?
In Tennessee, that would mean occupational
licensing has prevented 182,500 jobs.

Particularly concerning is the fact that the

job loss created by occupational licensing

often falls hardest on low-income residents
and may be concentrated among minority
workers.?® A recent study, for instance,
documents how occupational licensing laws
were used to engage in medical racism to
marginal African-American midwives.?°

There are four reasons occupational licensing
restrictions tend to harm low-income residents:3°

1. By raising the entry cost to the profession, it places what otherwise would have been a
low-cost entry profession out of the reach of low-income individuals.

2. The costs of occupational licensing can often be passed on to consumers as higher prices.
Increased prices for plumbers, electricians, and hairdressers will relatively harm low-income

individuals.

3. Occupational licensing restricts low-income residents’ ability to trade off quality for a
lower price. Under occupational licensing, even low-income individuals are often forced to
choose between paying top dollar for high-quality service or, more dangerously, hire someone
on the black market or even engage in home-production. Careful research has found that
occupational licensing in a wide variety of professions, including dentistry, electrical work,
medicine, plumbing, optometry, pharmacy, real estate, and veterinary medicine, has actually
reduced service quality for low-income residents and put them at heightened risk of harm
because higher prices force them to go without the service or do it themselves.®

4. Occupational licensing boards disproportionately inhibit employment opportunities for
veterans transitioning into civilian work and the spouses of moving military members.??



The barriers to entry for the profession,
however, can result in substantial wage
increases for practitioners in the licensed
profession.®® On average, across licensed
occupations, this wage premium is 11
percent.** Some studies have found even
higher wage premiums. For instance,
massage therapists in Alabama saw a 16.2
increase in wages with licensing.®> Here
in Tennessee, the estimated premium for
occupational licensing is estimated to be
15.95 percent on average.*®

While occupational licensing can improve
the quality and safety of a service to
consumers, the detrimental consumer

safety and quality effects of increased use of
home production, black-market provision,
or going without the service, combined
with the increase in price due to reduced
competition, means that it often does not
meet a standard cost-benefit analysis.* In
other words, whatever benefits may stem
from occupational licensing are more than
offset by the costs they impose. This is
because industry practitioners, in pursuit of
a higher wage premium, have the incentive
to impose unreasonably strict entry
requirements and elevated costs in order to
reduce competition in the profession.



The Cost of Occupational Licensing

in Tennessee

The Institute for Justice’s License to

Work report, in its second edition, ranks
Tennessee 39th in terms of having the most
burdensome licensing laws and 13th in terms
of most broad and onerous licensing.3®

The Institute for Justice found that existing
licensing regulations in Tennessee inflict
burdens on workers, businesses, and
consumers, and are often inconsistent,
inefficient, and arbitrary. Furthermore, the
2017 study finds that damage from licensure

often falls hardest on low-income residents.
In total, it finds that Tennessee licenses 71
of the 102 low-income occupations studied.
Despite recent reforms, our data show the
burden occupational licensing creates in
Tennessee is still relatively high compared
to surrounding states. In its Freedom in the
50 States Report, the Cato Institute ranks
Tennessee 39th in occupational freedom
(Figure A).*

Most
Estimated Number of ' Etoa Broadly and Most N,\oft
Percentage Broad Estimated Annual Onerously Burdensome Restrictive on
of Labor Occupations Initial Cost of Cost of Licensed Licensing Laws Occupational
Force LicePnsed Licensure Licensure Ranking Ranks (Institute Freedom
Licensed (Institute for for Justice) (Cato)
Justice)
Alabama 21% 151 $122 Million $33 Million 25th 47th 11th
Georgia 15.7% NA NA NA 34th 14th 18th
Kentucky 27.8% NA NA NA 40th 12th 24th
M:ississippi 20% 18 $48 Million $13.5 Million 19th 46th 32nd
PP
Tennessee 29.85% 264 $279 Million $38 Million 13th 39th 12th

Sources: Percentage of Labor force Licensed for Georgia and Kentucky is from Kleiner and Vorotnkiov (2017). For Alabama it comes from Smith et al. (2018). For Mississippi it comes from
Smith (2018). Tennessee estimate is derived from this current study. Number of occupations licensed and estimated costs of licensure from Smith et al. (2018) for Alabama, Smith (2018) for
Alabama (see also Smith 2017). Tennessee estimate comes from this current study. Note, however, that it excludes education, notary, background check, and photo costs to enable comparison.
Most broadly and onerously licensed and most burdensome licensing laws ranking come from Carpenter et al. (2017). Occupational Freedom ranking comes from Ruger and Sorens (2018).

Figure A: Cost of Occupational Licensing of Tennessee and Comparative States

In this study, we develop a more complete
estimate of the costs of occupational
licensing in Tennessee by collecting data
on the number of occupations the state
licenses and the total initial licensure

and renewal fees. This list of licensed
occupations in Tennessee was collected
from state and national licensing boards. To
estimate the number of workers in these
licensed industries, we used state and

federal licensing boards and the Bureau of
Labor Statistics.*® The estimate we derive is
conservative for three reasons.

First, despite our months of efforts, we lack
complete data on the costs of licensure

and the number of practitioners in each
licensed occupation necessary to include

all licensed occupations. Due to incomplete
data, the costs of licensure in 58 occupations
in Tennessee are excluded. This includes



some occupations with a high number of
practitioners but undisclosed licensing fees,
such as nurse aides. In other occupations,
such as gas dealers, we had the licensing
fees, but lacked practitioner totals. Even

the number of licensed occupations itself

is conservative in this regard, as there is no
centralized database of occupations licensed
in Tennessee.

The second reason our estimate is
conservative is that some professions have
increased fees for licensees, depending

on their number of qualifications, but

we often only had data on the number of
practitioners licensed overall, not their
number of qualifications. For example, there
are 12 different subcategories of contractors.
Of those 12, we only have practitioner
counts for seven of them. In these cases,

we conservatively included only the fees
associated with the minimum qualification,
understating the cost of licensure.

Additionally, when collecting fee
information, we erred on the side of
providing a conservative estimate. For
example, non-nurse midwives can pay an
exam fee up to $1,200, but for our estimate
we used an exam fee of $1,100. This was also
the case for radiologists, who may face a
higher exam fee than the figure used in

our estimate.

We found 263 licensed occupations in
Tennessee. The state licenses several
occupations that are rarely licensed
elsewhere. Alabama is the only neighbor

of Tennessee that also licenses bartenders.
Tennessee is also one of the few states

that imposes licensing requirements on
auctioneers, and it imposes more demanding
requirements than average, mandating
licensees obtain six months experience, pay
$425 in fees, and pass an exam. Presumably;,
the states that do not license auctioneers

suffer no serious and plausible threat
to consumers.

In total, for the licensed occupations where
we had reliable data on the number of
practitioners, we found that just over one
million Tennesseans hold an occupational
license. With a labor force of 3.4 million
workers,*' that means that, at the minimum,
30 percent of Tennessee’s workforce
requires a license to work.

Initial licensing fees in Tennessee included
exam fees, exam registration, application
fees, verification fees, certification fees,
licensure fees, recovery funds fees,
fingerprinting and background check fees,
roster fees, and an annual state

regulatory fee.

Our data show that initial licensing fees
ranged from $20 for auto insurance agents
to $4,688 for X-ray operators. Some of the
professions with the highest initial licensing
fees were chiropractors at $4,655, podiatrists
at $3,215, and optometrists at $2,600.

Some of these initial licensing costs are
particularly high in comparison to national
averages. Figure B provides a breakdown of
initial licensing fee costs in Tennessee.

By combining the fees with practitioner
counts, we estimate that the initial
licensing costs are over $279 million

in Tennessee alone. With just over one
million practitioners, this comes to around
$271 per every licensed practitioner in
Tennessee, on average. In comparison, the
total costs of initial licensure totaled S48
million and $122 million in Mississippi and
Alabama, respectively, but these studies
are not exactly comparable given the
availability of data in each state and the
calculation methodology.** Still, the costs
of occupational licensing, relatively, appear
quite high in Tennessee.



Explicit Initial Licensing Fees
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Figure B: Number of Occupations with Various Licensing Fee Range

Importantly, this estimate does not include
explicit or implicit education costs, which
often make up the bulk of the expenses.

On low-skilled occupations, educational
requirements are often unnecessary

or, at the least, exceed any reasonable
requirement truly necessary to practice in

a given industry. For instance, emergency
medical technicians can earn a license with
just about 26 days of training. This is far less
training than that required of barbers, mobile
home installers, cosmetologists, makeup
artists, skincare specialists, manicurists, and
massage therapists. In fact, a licensed barber
has over 10 times the hours in education
than an emergency medical technician.*?
Experience standards also seem

counterintuitive. For example, in Tennessee
licensed auctioneers require six months of
experience whereas veterinary technicians
require no experience whatsoever.** But
for many professional occupations, the
education would be incurred whether
licensed or not (such as the medical field),
which is why we excluded the education
costs from our analysis. It is interesting

to note, however, that a medical degree
from Vanderbilt is a more recognizable

and important display of the practitioner’s
quality than a license; therefore, the license
is often just unnecessarily duplicative of
other more important assurances of quality
for high-skilled professions.

In addition to the initial fees, many



Explicit Renewal Costs For

Licensed Occupations in Tennessee
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Figure C: Renewal Costs of Various Occupational Licenses in Tennessee

license holders in Tennessee must also

pay for licensure renewal. Using the

same practitioner counts as before, the
total estimated annual renewal costs of
occupational licensing are nearly $38 million.
Figure C provides a breakdown of licensing
renewal costs in Tennessee. Over a 30-year
period, reflecting a career length serving in a
licensed occupation, the total renewal costs
are $1.14 billion. The occupations with the
highest renewal fees are gas dealers ($470),
soil classifiers ($400), and auto factory
representatives (also $400). This number
excludes the costs of continuing education
requirements and the time it takes to
complete them.

When levied on low-income occupations,

expensive educational requirements
impede economic mobility and create
substantial barriers to entry. Many times,
these excessive educational costs seem
largely unnecessary. For example, preschool
teachers’ annual mean wage is only $32,600,
yet they face seven years in education

and experience as well as five exams.
Similarly, manicurists earn $26,420 and
face $S60 in initial fees, six hundred hours of
education, and two exams. It is estimated
that manicurists lose 140 calendar days

to licensing requirements alone.*> Such a
burden levied on a low-income occupation
makes it even more difficult to get ahead.
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Tennessee has been a national leader in
reform efforts in recent years. Passed in
2018, the Fresh Start Act makes it harder to
deny a license to those with criminal records
who do not pose a threat to public safety.*®
There are around 27,000 people incarcerated
in Tennessee.*” Previously, licensing boards
could deny licenses to applicants with
criminal records, even misdemeanors. The
Fresh Start Act stops boards from using
obscure criteria such as “moral turpitude”
(alack of “good character”) to reject
applicants with prior criminal records. Now
applicants can only be denied licenses for
occupations directly related to the crimes
they committed. The law also allows
applicants to petition the licensing board
before undergoing costly and timely training
requirements to determine if they deem the
applicant’s criminal history to be related.
Eliminating barriers to jobs for those with

Recent Reforms in Tennessee

criminal records substantially lowers their
likelihood of reoffending.

A second recent major reform allows
people to use apprenticeship programs as
an alternative route to satisfy licensing
requirements.*® Now, any individual who
completes a government-registered or
recognized apprenticeship and passes all
required exams will receive a license from
the respective licensing board.

And finally, the state of Tennessee has
successfully been able to reduce the costs

of licensing requirements. Now those who
receive state or federal public assistance, like
Medicaid, SNAP, or TANF, may receive a fee
waiver, eliminating any kind of barrier that
stands between an employee and his or her
job. This is a significant step that removes a
huge obstacle for those looking to improve
their economic situation.*®



Reforming Occupational Licensing

in Tennessee

Tennessee could expand job opportunity
and economic mobility by repealing

many of the current policies that create
licensing burdens. Due to the political

clout of organized special-interest groups,
occupational licensing reform is often a
challenge. This is especially true given that
consumers are often not so effectively
organized or even informed about the issue
and its consequences. This means that
sadly, the interests of organized groups

of professionals often are put before

the uninformed, disorganized, poor, or
disenfranchised. Such reforms can improve
an individual’s life by allowing them to
choose occupations for which they feel
they are qualified. In 2018, former U.S. Labor
Secretary Alexander Acosta mentioned how
licensing creates an economic barrier for
Americans seeking jobs, especially veterans
and military spouses.*® The inconsistency
in licensing across state lines needlessly
prevents individuals from earning a fulfilling
living. As mentioned, Tennessee ranks as the
13th “most broadly and onerously licensed
state.” Removing additional barriers would
be especially beneficial for those of lower
socioeconomic status, those with criminal
records, and military service members and
their spouses.

Recently, states have begun to reform their
overall occupational regulatory approach.
Tennessee can continue to learn from their
experience and better reform our regulatory
environment by removing barriers to
employment and to improve mobility across
state lines. Tennessee, which is seen as a
pro-business state by many, can create an
even more friendly business environment
by reducing both the extent and burden of
occupational licensing. The Beacon Center’s
2017 “How-To Guide” was created to help
legislators implement the state’s Right

to Earn a Living Act, including specific
questions to ask in hearings, guidance on

sunset hearings, and ways to eliminate
superfluous mandates.® These can serve as a
guide to continued reform on

occupational licensing.

Where can Tennessee continue to reform?
We should focus on reforming or even
eliminating occupational licensing in four
primary ways.

First, Tennessee should consider building on
existing law that requires ongoing legislative
review of licensing laws and regulations

by requiring licensing boards to explain
upfront why their rules and regulations

are necessary to protect public health and
safety. Additionally, if someone challenges

a licensing law in court, the burden should
shift to the government to prove that the
law in question is necessary to protect
consumers’ health and safety. People can
already challenge licensing boards’ actions in
court, but when they do, they must disprove
any conceivable reason that the board had to
pass such a rule or regulation. If a licensing
board is keeping someone out of a job,

it should bear the burden of proving the
necessity of its actions.
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The second is to eliminate licensure
requirements for occupations that pose no
measurable, realistic, and consequential
threats to consumer health and safety.

This is especially true of low-income
occupations, whose burdens should take
careful consideration and monitoring.
Fearmongering or vivid worst-case
scenarios do not meet the evidentiary
burden. Systematic evidence of harm to
consumers must be demonstrated, taking
into consideration private mitigation
measures such as contracts, warranties and
guarantees, private credentials, liability
clauses, consumer and expert reviews
(such as the Institute for Highway Safety
of Consumer Laboratories), investigative
reporting, consumer protection acts, and
bonding and insurance. All those measures
offer consumers assurance of quality.>?> One
way to do that is to utilize less restrictive
means of regulation. For example, while
many nearby states license elevator
mechanics, Tennessee does not. Instead,
the state uses an elevator unit to ensure
the safety of consumers. The department
conducts initial and semiannual inspections
of devices such as passenger elevators and
escalators in various public buildings.>® By
doing so, elevator mechanics are free to
provide services while the elevator unit
ensures ongoing public safety. This means
that aspiring elevator mechanics do not
face the same barriers to entry that other
occupations do, such as unnecessary fees
or excessive education and experience
requirements, while consumers are

still protected.

If other states show no demonstrable
harm to consumer health or safety without
licensing a certain occupation, Tennessee
should not license it either. For example,
until a recent bill repealing the law passed,
Tennessee required locksmiths to be
licensed. Not surprisingly, the requirements
to be a locksmith vary widely across states,
but most states did not require licensure at
all. Now Tennessee is one of the 37 states
that do not require locksmiths to

be licensed.>*

Next, Tennessee lawmakers should
exercise extreme caution when considering
licensing additional professions. Often
these professions are pursuing licensure
specifically to benefit current practitioners
at the expense of consumers and future
competitors. And as mentioned previously,
when erected on low-income occupations
these burdens are particularly detrimental to
occupational choice and economic mobility
for low-income Tennesseans.

Finally, Tennessee should require more
transparent reporting of the burden of
occupational licensing. Every licensed
profession in the state should be required
to annually report, in a consistent format,
its full range of fees and entry requirements
that can be put into a single, digitally
accessible database. Furthermore, the
database should include the entry, median,
and experienced wage averages for the
state of Tennessee. The Alabama Licensed
Occupation Guide is a good example for
Tennessee to follow in this regard.>



Conclusion

The effects of occupational licensing can
be felt through reduced worker mobility,
higher unemployment, and higher consumer
prices. Unfortunately, these costs have a
tendency to fall on the most vulnerable
groups in our society. Licensure severely
effects all Tennesseans, but particularly
on rehabilitated prisoners, minorities, and
military families. In some part, the current
licensing burdens may be responsible for
a portion of the unemployment rate in
Tennessee, tarnishing its reputation as an
otherwise safe haven for business.

With a comprehensive estimate of the costs
of occupational licensing in Tennessee in the
hundreds of millions of dollars, this study
attempts to offer a way to reduce this cost
and allow the vulnerable groups affected to
live a fulfilling life. According to our data,
the State of Tennessee licenses 264 different
occupations, covering a total of over one
million workers. Initial licensure costs for all
currently licensed practitioners in Tennessee
are over $279 million. Renewal costs are
estimated to be nearly $38 million per year.
Over the course of an average 30-year career,
these workers will pay an estimated $1.14
billion in annual licensure costs. The study

also examines the cost of licensure on 27
low-income occupations, which employ
more than 80,000 Tennesseans. While only
earning an average of $16.83 per hour, these
workers pay $212 in initial fees and $70 in
renewal costs, on average.

This report discussed several ways for
policymakers to reduce the burden of
licensure. First, closely examine and curtail
occupational licensing on low-income
occupations. Second, eliminate licensure for
occupations with no measurable threat to
consumer safety and health. Third, restrict
the growth of occupational licensing

in Tennessee. And fourth, improve the
transparency and reporting of licensed
occupations in Tennessee. These four
reforms will help foster economic growth
and opportunity for all Tennesseans.
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