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Executive Summary

Like employers in most states in the U.S., North Carolina businesses are
facing several significant challenges in the labor market. Some of those
challenges are particularly acute in North Carolina. As of Dec. 2024, la-
bor force participation in North Carolina (59.9 percent) is 2.6 percentage
points lower than the national average (62.5 percent).! The U.S. Chamber
of Commerce ranks North Carolina's worker shortage as “more severe”
nationally—there are only 55 workers for every 100 open jobsin the state.?

Why should ordinary North Carolina residents be concerned about these
labor market issues? A lack of workers prevents businesses from expand-
ing, which could limit job opportunities and advancements for existing
workers. Further, a lack of workers limits the ability of businesses to ex-
pand production and innovate, potentially limiting consumer choice.

Although there are many factors contributing to existing challenges in
the North Carolina labor market, excessive regulation is without a doubt
a contributing factor. One of the most stringent and pervasive labor mar-
ket regulations is occupational licensing. Occupational licensing is not as
well known as other prominent labor market policies and institutions,
such as unionization and the minimum wage. Yet excessive occupation-
al licensing is just as harmful and costly as those, and it directly affects
many more workers. Thankfully, simple reforms that have been enacted
in several other states can reduce the costs associated with licensing
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laws, freeing the North Carolina economy and making it easier for resi-
dents to find work. The reforms we discuss include:

Right to Earn a Living Act
Licensing review commission
Licensing budget

Universal recognition
State-to-state comparisons

In this paper, we discuss occupational licensing in the U.S. with a special
focus onits extent and effects in North Carolina. We highlight six specific
cases where North Carolina is uniquely stringent and offer several rec-
ommendations for reform that will not harm North Carolina citizens but
will instead eliminate unnecessary barriers to work that are holding back
the Tar Heel State. The six specific cases are:

Irrigation contractor

Soil scientist

Locksmith and apprentice locksmith
Auctioneer and apprentice auctioneer
Optician and optician apprentice

Sign language interpreter
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Introduction

Occupational licensing is a very costly and restrictive regulation that
makes it illegal for an aspiring worker to enter a profession before meet-
ing Minimum entry requirements set by law. These minimum entry
requirements often include achieving certain levels of education and
training, passing exams, paying fees, and meeting a variety of other
requirements. Supporters of licensing laws claim they are designed to
improve the quality of services and protect consumers from incompe-
tent or unscrupulous professionals. The entry requirements, at least in
theory, help professionals build skills and prevent unskilled individuals
from entering the profession. Occupational licensing is most often found
at the state level, but there are instances of both federal and local-level
licensing restrictions.

State-level licensing results in significant variation across states. There
are more than 20 occupations nationally for which all states issue licens-
es. They include medical professions (such as doctors and nurses), the
legal profession (lawyers), and service professions (such as barbers and
cosmetologists). Even though those professions may be licensed in ev-
ery state, the regulations governing them can differ considerably from
state to state. Many other occupations are licensed in most — but not all
— states. Some examples here include athletic trainers, massage thera-
pists, and radiologic technologists. A handful of occupations are licensed
in fewer than five states. Interior designers, for example, are licensed only
in Louisiana, Nevada, and Washington, D.C.3
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In the 1950s, less than 5 percent of U.S. workers were licensed.* Today,
that figure has grown more than fourfold to 21.6 percent of employed
workers.® It is worth highlighting that the share of workers with licenses
in the U.S. is nearly 20 times the proportion receiving the federal mini-
mum wage (1.1 percent).® It is also more than double the proportion of
workers who belong to a union (10 percent).” Not only does licensing cov-
er more workers than minimum wages or labor unions, but it also affects
a wider array of industries and different types of workers.

There are notable differences across states in the proportions of licensed
workers. According to a national analysis, Nevada has the highest share
of licensed workers (26.6 percent), while Georgia has the lowest (14.4 per-
cent). North Carolina ranks 27th nationally in terms of the proportion of
licensed workers (18.9 percent).



ALTERNATIVES TO LIGENSING

oday, occupational licensing is synonymous with regulation. But a

common misconception is that occupational licensing is the only way

to regulate an occupation. In fact, there are many ways to regulate
that do not involve making it a crime to begin working before meeting
mandated entry requirements. Article 1, Section 1, of the North Carolina
State Constitution recognizes the right to the enjoyment of the fruits of
one's labor, and professional regulation should be designed to be con-
sistent with that fundamental right. The General Assembly’s Program
Evaluation Division recommended a dozen instances where licensing
could be replaced with certification.? There are a number of less restric-
tive regulatory alternatives to occupational licensing that North Carolina
could use to protect consumers.® They range from voluntary measures
to less costly regulations. Figure 1 illustrates the layers of policy alterna-
tives that can be used instead of licensing. North Carolina should start at
the top layer, only turning to more stringent regulations as the potential
for harms increases.
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FIGURE 1: LAYERS OF POLICY ALTERNATIVES

O

Voluntary, Hands-Off Options

NO GOVERNMENT INTERVENTION

Market freedom with cooperation between consumers
and service professionals

»  Marketing, advertising, word-of- »  Self-disclosure, guarantees, and
mouth quality assurance

» Independent review services, »  Voluntary third-party certification
social media, curated customer »  Voluntary bonding and insurance

experiences

Policy Alternatives
SOME GOVERNMENT INTERVENTION

N

Government aiding in consumer protection without
barring service professionals from work

»  Lawsuits and private causes of »  Registration with the Secretary (to allay the problem of
action of State (to prevent fly-by-night asymmetrical information,

> Enforcement of laws against businesses, such as those whereby a consumer cannot
unfair and deceptive trade who show up trying to take judge whether a professional
practices, negligence, and advantage of people following is competent or not — and
fraud natural disasters) specialty licensing could be

»  State-mandated inspections (to »  Certification, credentialing, or used for medical insurance

reimbursement for emerging

ensure cleanliness) specialty licensing granting ¢
health care practices)

exclusive privilege to use a
protected occupational title
without restricting the scope
of work to other practitioners

» Mandated bonding and
insurance (to prevent
externalities and address any
damages to third parties)

3]

Occupational Licensing Extreme

GOVERNMENT BARRIER TO ENTRY

Government forbids professional from work until all requirements
for receiving a license are cleared and all fees are paid

»  Occupational licensing granting exclusive
privilege to work and zealous policing of
activities within the license's scope of work

Source: Jon Sanders, “Occupational Licensing,” North Carolina Policy Solutions, 2024-25,
John Locke Foundation.

The first layer of policy alternatives involves limited government interfer-
ence. Markets themselves can serve as regulators, and often effectively
do so. If a business provides poor quality service, markets will discipline
the provider. Customers can learn of the seller's reputation via word of
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mouth. It can be argued that customers may not have access to informa-
tion regarding the seller’'s reputation. In other words, information about
the seller’s reputation may not be readily accessible to the consumer. In
economics terminology, we would say that there is an asymmetric in-
formation problem." The flow of information has improved considerably,
however, with the introduction of online reviews. Ratings platforms like
Yelp can provide better assessments of quality than licensing laws,? and
even social media can help reviews proliferate, reducing the information
asymmetries. Researchers note that online reviews from peers help con-
siderably reduce the asymmetric information problem.® Additionally,
firms can use self-disclosure, guarantees, and quality assurance as other
means to signal their quality to consumers.

Sometimes it may take a long time for information about a business to
spread, or service quality may be difficult to determine. Nevertheless,
there are many alternatives before turning to the most restrictive option
of licensing. Voluntary certification offered by a third party is one such
alternative. The certificate offered by a private entity can serve as a sig-
nal to consumers that the service provider has met the requirements
for third-party approval. Volun-

tary certification can effectively "Vﬂluntary GBTIITIG&TIUH can
identify quality professionalsVol- demunstrate tne qua“tv Uf

untary certification is prevalent in

the market for auto mechanics, Ser\”ce pm\”ders Wltnmﬂ
for example. Supplemented with |mpgsmg narners tU entrv”

word-of-mouth and online re-

views, the market functions very well without mandatory government
licensing. Voluntary certification can demonstrate the quality of service
providers without imposing barriers to entry. The state government can
be used in its normal function to prevent and punish fraud or deceptive
practices, including falsely claiming to have a voluntary certification.

In some cases, government intervention may be warranted, but con-
sumer protection can be accomplished without denying individuals the
ability to work. Licensing can be a blunt instrument when the potential
harms the government seeks to protect against are specific. Rather than
relying on licensing, states can use regulations that are narrowly tailored
to remedy specific problems. This approach is less costly and more ef-
fective. In the restaurant industry, for example, the specific problem is
cleanliness. Inspections are used to help improve the level of cleanliness
— particularly for parts of the restaurant that cannot be observed directly
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by consumers. Helped also by market competition and online reviews,
consumers can easily perceive the quality of services being offered and
make informed choices in the marketplace. Government licensing of
restaurant staff is not necessary.

Even if the risks warrant government regulation of the profession, li-
censing is not the only option that states can turn to. State certification
can overcome the problem of asymmetric information by signaling
that professionals designated as “certified” have met certain standards.
Under state certification, only those professionals that have met the
requirements for certification can be called “certified” professionals. Un-
like licensing, state certification allows those who have not yet met the
certification standards to practice, which reduces many of the costs of
licensing. For instance, when states regulate interior design through cer-
tification, anyone can offer basic interior design services, but only those
who are certified by the state can use the title “certified interior designer.”

Mandatory government licensing should be a last resort, used only
when less costly alternatives fail to protect consumers. Licensing boards
comprise established members of the respective licensed fields. State
policymakers should be very cautious about granting monopoly power
and broad discretion to existing market participants regarding who can
and who cannot work in a profession. As we show in the next section,
research clearly shows that occupational licensing has significant and
measurable costs, but the evidence on its benefits is much more limited.



THE EFFECTS OF
OGGUPATIONAL LIGENSING

efore new professionals are legally allowed to offer services in a

licensed profession, they must meet licensing requirements. Man-

datory education programs, hands-on training under licensed
professionals, and licensing exam requirements create hurdles for aspir-
ing professionals. The additional time and cost of meeting these entry
requirements reduce the number of professionals by an average of 17
to 27 percent.® Licensed professions are less responsive to changes in
consumer demand. When consumer demand grows, licensed profes-
sions grow more slowly because of the

requirements that must be met before "|_|censmg |aWS make

practicing!® As a result, licensing slows

the economy, and it can slow the recovery It mure dlmcu” fur
from recessions or natural disasters.” pmfessmnals t[]
Licensing laws make it more difficult for — [T|0\@ tﬂ d New State”

professionals — licensed or not — to move
to a new state. Because licensing laws are passed at the state level,
professionals moving to a new state that requires a license in their field
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must apply for licensure in their destination, unless the state recognizes
out-of-state licenses. Any differences in licensing requirements between
states complicates this process, making a move more costly. In fact,
state licensing reduces interstate migration by 7 percent.”®

The relative shortage of licensed professionals results in less conve-
nient services for consumers. Importantly, they also increase the prices
that consumers pay for those same services.” Reducing the supply of
workers increases wages for professionals, but it does so through incon-
veniencing consumers through fewer choices. While the estimates vary,
in general, the the licensing wage premium is around 17 percent.?°

Higher wages are generally not bad news for workers. When wage
increases result from professionals becoming more productive or of-
fering higher quality services, professionals and consumers alike are
made better off. The licensing wage premium, however, is a result of
the shortage created by occupational licensing, not better services. In
effect, licensed professionals gain at the expense of consumers and po-
tential competitors who are legally barred from entering the market.

In fact, estimates suggest that occupational

y’ES'[II]]EI’[BS SUUUBS[ licensing raises the prices o;services by any-
that occupational W'“erefrom 3@6 percent |
||cen3|ng ralses tne Licensing requirements can impact where

licensed professionals choose to practice

D”GBS (]f SB[VICBS and vvhgre their b.usinesses grelloca‘ged. One
[]V anvwnere fmm 3 paper finds that increases in licensing fees

are associated with related businesses hir-
t[] 18 Der[}ent” ing fewer licensed employees?? That study

also finds evidence that businesses are more
likely to leave the state and open in a nearby state to avoid more demand-
ing education and training requirements. Licensing requirements may
incentivize professionals near state borders to practice in neighboring
states with less stringent regulations.

Not only do licensing laws create significant costs, but they also typically
fail to improve the quality of services for consumers. Most of the research
on the effects of occupational licensing on quality does not find evi-
dence that it improves the quality of services.?* There is some evidence
that specific teacher requirements improve quality in some settings and
that early midwifery licensing was effective, but the vast majority of the
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22 studies that have tried to estimate the effect of licensing on quality
did not find an effect.

What can explain these findings? A potential answer is competition,
which, according to economic theory, improves quality over time. Be-
cause licensing limits entry into professions, it stymies competition,
reducing the pressure to improve services as professionals try to draw
consumers from competitors. Another answer could be that licensing
requirements are designed to restrict new entrants instead of building
skills. Some of the education may be unnecessary or focus on unneces-
sary subjects. Standardized education can prevent the adoption of new,
better methods of service and slow the adoption over time.






OGGUPATIONAL LIGENSING IN
NORTH CAROLINA

e now turn to how occupational licensing affects North Carolina

specifically. According to the 2024 edition of the State Occupational

Licensing Index, North Carolina is ranked 11th nationally, meaning
that North Carolina licenses more occupations than 39 other states
and the District of Columbia. * North Carolina makes it illegal to work
without obtaining a license for 186 of the 284 occupations covered in
the report.?> North Carolina licensing covers 12 more occupations than
the national average and 50 more occupations than Kansas, the least
licensed state. In the South Atlantic region, North Carolina is ranked first
— licensing more occupations than the other 8 states in the region. The
District of Columbia licenses the fewest occupations in the region (157)
and ranks 44th nationally.
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RANKING OF STATES WITH THE MOST LICENSED OCCUPATIONS
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Noah Trudeau, Edward Timmons, and Sebastian Anastasi, “State Occupational Licensing Index 2024,"
Archbridge Institute Report, Aug. 2024, https://www.archbridgeinstitute.org/state-occupational-
licensing-index-2024/.

The extent of occupational licensing in North Carolina is costly. Esti-
mates from the Institute for Justice suggest that occupational licensing
costs the state more than 42,500 jobs and $112 million annually.?6 Some
aspiring professionals spend more time and money to enter licensed
professions, while others decide to not enter, choosing other, lower-pay-
ing professions or leaving the labor force entirely. Many consumers are
forced to pay higher prices, while some are forced to forego these more
expensive services. Businesses grow more slowly and have difficulties
hiring workers. In short, licensing imposes significant costs on consum-
ers and the local economy in general.

Unique Licenses in North Carolina

We now turn to specific examples in which occupational licensing is used
to regulate a profession in North Carolina that is not subject to licensing
in most U.S. states. We detail licensing requirements for North Carolina
and provide some comparisons to other U.S. states before offering our
suggestions for further reform.


https://www.archbridgeinstitute.org/state-occupational-licensing-index-2024/
https://www.archbridgeinstitute.org/state-occupational-licensing-index-2024/
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1. Irrigation Contractor

Irrigation contractors in North Carolina are licensed by the NC Irrigation
Contractors' Licensing Board and subject to North Carolina General
Statutes (N.C.G.S.) Chapter 89G.2” Aspiring irrigation contractors in the
state are required to have a minimum of three years of experience before
being eligible for a state license. Up to two years of formal education in
irrigation contracting can be substituted for on-the-job training. Irriga-
tion contractors are also required to pass a written exam and be at least
18 years old before they are eligible to obtain a license.

Only three other states (Louisiana, New ”ln 4'] states anu

Jersey, and Texas) issue a distinct irrigation

contractor license?® In five other states tnﬂ DISUICI Uf
(California, Connecticut, Oregon, lllinois, Gulumma, Ir“gatmn

and Rhode Island), the practice of irrigation

contracting is covered by another license. GUﬂUﬂGtﬂfS arﬂ ﬂl]t
In other words, irrigation contractors must requ"eu tﬂ Uhtam a

obtain a broader license to be legally au- ) "
thorized to work as an irrigation contractor. State “Gense

In 41 states and the District of Columbia, irrigation contractors are
not required to obtain a state license. Policymakers in North Carolina
should review and reconsider whether irrigation contractor licensing is
necessary and in the public’'s best interest. Private certification offered
by the Irrigation Association can provide consumers and employers in-
formation regarding the qualifications of aspiring irrigation contractors.
Licensing is not the right regulatory tool for irrigation contractors.

2. Soil Scientist

Soil scientists are regulated by the North Carolina Board of Licensed Soil
Scientists?® and N.C.G.S. Chapter 89F.*° Soil scientists study earth and
how to improve the productivity of soil. They are required to complete
a bachelor's degree with at least 30 credit hours in relevant science
courses and 15 credit hours in soil science. Soil scientists must also com-
plete a three-year apprenticeship under the supervision of a licensed
soil scientist. In total, the state requires seven years of education and
training for someone to obtain a soil scientist license — nearly as much
time as it takes to become a physician and the same length of time as
it takes to become a lawyer. Aspiring soil scientists are also required to
pass an exam and annually complete 15 hours of continuing education
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to maintain an active license. Both the practice and title of “soil scientist”
are protected by North Carolina law, and the unlicensed practice or use
of the protected title is a misdemeanor.

In 40 other states and the District of Columbia, soil scientists are not
required to obtain a state license. Policymakers in North Carolina should
review and reconsider whether soil scientist licensing is necessary and in
the public’s best interest. Private certification offered by the Soil Science
Society of America can provide consumers and employers information
about the qualifications of aspiring soil scientists. Licensing is not the
right regulatory tool for soil scientists.

3. Locksmith and Apprentice Locksmith

According to the North Carolina Locksmith Licensing Board and N.C.C.S.
Chapter 74F, locksmiths are required to pass an exam to practice legally
in North Carolina.®' The fee to obtain a license is not trivial — currently
$300 for the application fee and $200 for the exam fee.*2

North Carolina is one of only 12 states requiring locksmiths to obtain
a license to work. Both Tennessee and Nebraska eliminated licensing
requirements for locksmiths in 2021. Most states regulate locksmiths at
the establishment level, requiring businesses to pay a fee before they
are eligible to operate. Policymakers in North Carolina should review
and reconsider whether locksmith licensing is necessary and in the
public’'s best interest.

4. Auctioneer and Apprentice Auctioneer

Auctioneers and apprentice auctioneers are both required to obtain
licenses to work in North Carolina. The North Carolina Auctioneer Licens-
ing Board was established by N.C.G.S. Chapter 85B.% To obtain a license
to work as an auctioneer in North Carolina, applicants must complete
either 80 hours of classroom instruction in auctioneering or a two-year
supervised apprenticeship (after obtaining an apprentice auctioneer li-
cense). Auctioneers also must pass a written exam in order to be legally
authorized to practice.

Today, there are 27 states that do not require auctioneers to obtain a
state license to practice.** Rhode Island eliminated auctioneer licensing
in 2015.% Legislation proposed in Virginia in 2023 would have eliminat-
ed auctioneer licensing (as well as regulations governing several other
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professions) but failed to advance out of committee.*® North Carolina
is one of just 12 states issuing a separate license for an auctioneer ap-
prentice. Policymakers in North Carolina should review and reconsider
whether auctioneer licensing and auctioneer apprentice licensing are
necessary and in the public's best interest. Private certification offered
by several professional bodies can provide consumers and employers in-
formation regarding the qualifications of aspiring auctioneers. Licensing
is not the right regulatory tool for auctioneers.

5. Opticians and Optician Apprentices

Opticians and optician apprentices are both licensed in North Caroli-
na. The North Carolina Board of Opticians was established in N.C.G.S.
Chapter 90.%” There are three pathways for opticians to obtain a license:
completing an approved associate's degree and six additional months
working as an intern, completing a four-year degree with required op-
tician courses and six months of internship experience, or working two
and a half years as an apprentice followed by an additional six months
of internship experience. Opticians are also required to pass exams from
the American Board of Opticianry and National Contact Lens Examiners.

In 28 states and the District of Columbia, opticians are not required to
obtain a license. Requirements for licensing in North Carolina are also
stricter than in other states that license the profession. Sixteen of the 22
states that license the profession require two years of education and train-
ing or less with no required six-month internship. North Carolina is one of
just 18 states that issues a separate license for an optician apprentice.

Policymakers in North Carolina should review and reconsider whether
optician licensing and optician apprentice licensing are necessary and
in the public’s best interest. Private certification offered by several pro-
fessional bodies can provide consumers and employers information
regarding the qualifications of aspiring opticians. Licensing is not the
right regulatory tool for opticians.

6. Sign Language Interpreters

The North Carolina Interpreter and Transliterator Licensing Board was
created to license sign language interpreters in the state in N.C.G.S.
Chapter 90D.*® The law offers three pathways to licensure: becoming
nationally certified by the Registry of Interpreters for the Deaf; obtaining
Testing, Evaluation and Certification Unit national certification in cued
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language transliteration; or obtaining a current Cued Language Translit-
erator State Level Assessment level 3 or above classification. Applicants
must also have an associate's degree to be eligible for a license. Each
pathway for licensing requires successful passage of at least one exam.
The Registry of Interpreters for the Deaf requires only one exam, but ap-
plicants must have a bachelor’'s degree or equivalent level of education.

Twenty-eight states and the District of Columbia do not license sign lan-
guage interpreters. Eight of the 22 states that license the profession do
not have minimum education requirements. Policymakers in North Car-
olina should review and reconsider whether sign language interpreter
licensing is necessary and in the public's best interest. Private certifi-
cation offered by several professional bodies can provide consumers
and employers information regarding the qualifications of aspiring sign
language interpreters — the state is primarily duplicating the services of-
fered by these private entities with a state mandated license. Licensing
is not the right regulatory tool for sign language interpreters.



LIGENSING REFORM
REGOMMENDATIONS

reforms have grown in popularity. North Carolina can turn to a number

As the costs associated with licensing laws have become more apparent,
of effective policy options that have been adopted in other states.

Itiscritical, of course, for any reform to strike a balance between maintain-
ing necessary consumer protectionswhile also fostering competition and
economic growth. Licensing should be used only as a last resort when
no other regulation can offer the

necessary protection to consum- n“censmg snuum ne useﬂ

ers from possible harm. Currently,

a's evidenced in the pre@eding se'c— Wnen n[] Utner r&gmatlﬂﬂ
tion, there are many instances in can Oﬁ:er tne necessary

which North Carolina regulation

seems to be overly stringent. Drﬂtectlﬂn tﬂ cunsumers
In addition to reconsidering each fmm pﬂssmle narm”

of the licenses described above,
thereis a range of reforms for North Carolina that can improve the state's
economic well-being without sacrificing consumer protection.
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1. The Right to Earn a Living Act

The Right to Earn a Living Act can be used to limit occupational licensing
to professions for which it is proven necessary to achieve public health,
safety, or welfare objectives. It places the burden on the state to demon-
strate the necessity of licensing, and it assumes that individuals have a
right to work without the impediment of regulation. Under the Right to
Earn a Living Act, occupational licensing is the regulation of last resort.
Licensing laws must be legitimate, demonstrably necessary, and nar-
rowly tailored to a specific risk.

Currently, courts judge the constitutionality of a licensing law under
the rational basis test, which presumes that government regulation
is justified and constitutional. It places the burden on the victim to
demonstrate that it is onerous. The Right to Earn a Living Act, however,
requires that courts judge the constitutionality of licensing laws under
strict scrutiny. This much higher standard requires the government to
prove that the restriction is narrowly tailored to accomplish a compelling
government interest.

After passing the Right to Earn a Living Act, all licensing boards will have
one year to ensure that their regulations comply with the act. They will be
required to perform a comprehensive review of all licensing regulations,
define which public health or safety objectives the regulation serves,
and explain why the regulation is necessary to achieve that goal. After
that point, individuals will have standing to petition a licensing board to
repeal or modify regulations, and the board will be required to respond
within 90 days by repealing the requirement, reforming it, or stating the
compelling interest for the regulation. If the board does not grant the
petition and keeps the requirement, the individual will have standing
to sue, and the board must be able to demonstrate how the regulation
is both necessary to prevent specific harms and the least restrictive
measure to do so. If the regulation is not, the court will prevent its en-
forcement. Importantly, the court will use strict scrutiny to evaluate the
degree of restriction. The regulation will not stand if it is not necessary or
if it can be accomplished with less burdensome means. For instance, if
facility inspections are enough to prevent consumer harm, licensing will
be removed, and licensing boards can replace it with inspections.

There are currently three states (Arizona, Tennessee, and Louisiana) that
have passed some version of this reform. In 2022, Louisiana became the
most recent state to do so.*®
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2. Licensing Review Commission

Due to the difficulty of reforming individual occupational licenses
through the legislature, North Carolina could turn to a special commis-
sion to insulate its decisions from political influence. The commission'’s
goal should be to rely on the least restrictive form of regulation to over-
see the targeted professions. The independent commission should have
two separate tasks. The first task should be to review existing licensing
regulations systematically. The

commission Shogld review 20 "A TBITUSDEGIIVB anaIVSIS W[]Ul(l
percent of the licensed pro-— glo the commission t0 USe

fessions yearly so that every

profession isAconsidered in a BXISII"Q data t[] measure tne
five-year period. A retrospec- Im[]a[}l m: InBSB |aWS Uﬂ tne

tive analysis would allow the

commission to use existing Statel's B[}ﬂnﬂmv an[] on Sucn
data to measure the impact of

these laws on the state's econ- tnlngs as D”cesv tne SUDDIV Of
omy and on such things as workers, in-state migration,

prices, the supply of workers,

in-state migration, and tuition and tu”m" GUSISH

costs, which are publicly available.

The second task of the commission should be to review all newly pro-
posed licensing laws or regulatory changes to existing licenses. The
commission should review newly proposed legislation that would require
a new license or increase requirements for existing licenses. It should also
have the authority to review changes proposed by licensing boards them-
selves. An effective commission would evaluate licensing requirements
by examining whether they would address risks to consumer or public
safety, leaving in place requirements that are absolutely necessary to pro-
tect consumers from demonstrated harm and removing only those for
which the costs exceed the benefits. Giving the commission, instead of
the legislature, the systematic and regularly scheduled authority to review
all existing and newly proposed licensing requirements would reduce the
power of interest groups to maintain current licensing restrictions.

The U.S. Supreme Court’s decision in North Carolina State Board of Dental
Examiners v. FTC underscored the importance for states to provide in-
dependent oversight of licensing boards.*° In the decision, the Supreme
Court made explicit that state supervisionis necessary when active market
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participants are involved in the regulation process. Mississippi, Nebraska,
Ohio, Arizona, and Louisiana have some form of an independent review
commission. An additional 18 states have some form of sunrise review (i.e.,
a review of a proposed regulation before it takes effect).”

3. Licensing Budget

A reform that can be coupled either with a review commission or with
the legislature is setting a specific target for delicensing. With this re-
form, the legislature would create a licensing budget with a clear reform
goal, such as reducing the total number of occupational licenses by a
specified percentage or reviewing a certain number of licenses annual-
ly. Setting a target can help the legislature resist pressure from interest
groups, thereby increasing the likelihood of successful reform.

Implementing a licensing budget would mirror the approach taken by
the federal government and numerous states, which have similar types
of regulatory budgets for reducing regulations in general or removing
existing regulations to make room for adding new ones. The bordering
state of Virginia provides an example with their Office of Regulatory
Management, established in 2022 via Executive Order 39 by Gov. Glenn
Youngkin.#> The new office set a target of reducing regulations by 25
percent — a key budgeting goal targeting occupational licensing as well
as several other regulations. We are suggesting something similar for
North Carolina, with a focus on ensuring that licensing is one of the tar-
gets for regulatory reduction.

4. Universal Recognition

Universal recognition is a reform that allows individuals who hold val-
id licenses in one state to transfer their credentials to another state
with minimal bureaucratic hurdles. A licensing board must recognize
a license issued by another state so long as the license holder meets
certain minimal experience requirements. The specific experience re-
quirement differs between states, but in general, individuals must have
been licensed for at least a year with no disciplinary actions.

Currently, when education or training requirements differ between states,
applicants are forced to make up for any deficit in them, adding to the
time and cost of obtaining a new license. But even when the requirements
are consistent between states, the application process for a licensed pro-
fessional can take several months. Not only is that inconvenient for any
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professional, but it also adds to the cost and uncertainty after a move and
is enough to discourage many from moving entirely.

By eliminating the need for redundant training, testing, or education
requirements, universal recognition benefits the professionals seeking
to relocate, reducing the time and cost of relicensure. Today, 26 states,
including Virginia, Georgia, and Florida, have passed universal recog-
nition.** Research finds evidence that universal recognition increases
migration into the state and also improves the state’s labor market.*4

Some states do a better job with this universal recognition than others.
When considering best practices, it isimportant that the reform does not
exclude a large number of occupations from the policy. Further, the state
should not require applicants to establish in-state residency before utiliz-
ing the reform, since visitors will be more likely to obtain a residence after
they have obtained gainful employment. Finally, it is important that the
reform does not contain a clause stipulating that licensing requirements
from the other state must be “substantially similar” or “substantially
equivalent” to the requirements in this state. Such a requirement would
undermine the effectiveness of the reform by limiting the ability for new
workers to transfer their licenses.

5. State-to-State Comparisons

Licensing requirements can vary considerably between states, but of-
ten legislators are unaware that their state's requirements stand out.
To identify overly burdensome licensing requirements, North Carolina
could also benchmark its licensing requirements against other states.
For professions on which North Carolina has placed higher licensing
requirements, those requirements should be reduced to the national
average or to the lowest quartile. This can often be accomplished by
reducing fees and training requirements, which can vary considerably
between states for the same profession, without impacting the quali-
ty of services. Policymakers should also seriously consider eliminating
licensing for any occupation that more than half the states leave unbur-
dened by licensing and look into lesser forms of regulation.

Licensing requirements can vary substantially across states even for the
same occupation. For instance, the training requirements for barbers and
cosmetologists in neighboring Tennessee are halfthe length of programs
in North Carolina. Fees for veterinarians in North Carolina are more than
double the fees in surrounding states. North Carolina is one of 41 states
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licensing veterinarian technicians and one of 24 states licensing auction-
eers.*> As noted earlier in this paper, there are several uniquely licensed
professions in the state that could be delicensed or regulated using
another method. Using other states as a comparison could help North
Carolina bring its licensing requirements in line with surrounding states,
removing unnecessary hurdles without exposing residents to risks.
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Gonclusion

Occupational licensing laws in North Carolina have grown significantly.
While they may have been well-intentioned, the overreliance on unnec-
essary licensing laws contributes to North Carolina’s tight labor market
— making it tougher for businesses to find workers and hitting consum-
ers in their pocketbooks. The accumulation of licensing laws is costly for
consumers, professionals, and those looking to move to North Carolina.
Protecting consumers is an important and admirable goal, but licensing
is often costlier and less effective than other methods.

There are a number of reforms that North Carolina can adopt to reduce
the burdens of licensing without sacrificing consumer protection. Li-
censing should be used

only when appropriate —in - "|J1V@rSal recognition can make

other words, when only the

oolicy extreme of licensing the state a more attractive
can address a legiimate  (@§{ination by making the move

state interest in protecting

consumers — and also be to North Garolina easier for
narrowly tailored to address pmfessmnals"

only that interest. A licens-

ing review commission and a Right to Earn a Living Act can be effective
ways to identify areas ripe for reform. Universal recognition can make
the state a more attractive destination by making the move to North
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Carolina easier for professionals. State comparisons are simple ways to
identify burdensome requirements that professionals face. We have
provided a head start by noting six instances in which North Carolina
licensing requirements are unique: irrigation contractors, soil scientists,
locksmiths, auctioneers, opticians, and sign language interpreters. All of
these reforms would make life easier for workers, would make it easier
for consumers to obtain and afford needed services, and would remove
unnecessary barriers to meaningful work in North Carolina.
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