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MLB’S SALARY ARBITRATION: FUTURE PROSPECTS FOR AHISTORIC ADR
MODEL
ELIOTT DOSETAREH

As the oldest major professional sports league in the country, the MLB’s record of salary
arbitration has its roots in over 150 years of baseball history.® The first Collective Bargaining
Agreement or “CBA” was signed by the players union and owners in the early 1970s, creating a
process for salary arbitration in which players not yet eligible for free agency would be
compensated based upon their seasonal performances.?

Arbitration hearings in the MLB are unique compared to other forms of arbitration in
professional sports because they are classified as a “final-offer arbitration” (FOA) system, where
players and owners both submit a bid to resolve their dispute and present evidence in favor of their
valuation.® Then, a tripartite panel of arbitrators must decide between the player’s offer or the
club’s offer, without any compromises.* The arbitration process enables clubs to retain control of
players with less than six years of major league service, while the advantage to the players is that
they are able to influence their salaries based upon the market and their performance during the
season.> One of the key benefits of the process is that it is designed to promote early settlement

between players and the clubs without proceeding to a hearing. The vast majority of cases settle
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before reaching a hearing® because each party risks losing the entire difference between their salary

bids.”

Historically, data has shown that the percentage of hearings that players have won has
diminished from 45% in 1992 to 31% this past year, with players only winning six out of nineteen
cases before the panel.2 However, despite this decline, the players union still strongly supports the
arbitration model, with one union spokesman stating, “salary arbitration is a right that generations
of players have fought for despite MLB’s repeated attempts to eliminate it.”® However, some
prominent players, including Toronto Blue Jays star, Bo Bichette, have voiced disapproval, with
Bichette calling arbitration “an incredibly flawed system” for pitting owners against players,

leading to division in the clubhouse.°

Arbitration eligibility remains one of the largest disputes between players and owners.!?
The players union wants all players with two years of experience to be arbitration eligible, not just
the most elite players.'? To alleviate this issue, the league and the union have agreed upon different
mechanisms to get young players paid sooner.'® Both parties have introduced the notion of a pre-
arbitration bonus pool, which essentially provides bonus money from the MLB’s central office to

outstanding young players who are not yet eligible for arbitration.'* Initially, the MLB offered
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$10 million for this program, and the union proposed $105 millionS, with the parties settling for
$50 million as part of their latest CBA signed in 2022.1® Last year, a total of a hundred players
received bonuses as a part of the Pre-Arbitration Bonus Pool Program, utilizing advanced

analytical metrics of the game to determine prizes.t’

In 2021, almost a third of the league’s players made a salary close to the league minimum,
and 62% of all players had salaries under $1 million.*® With the average career of an MLB player
being 3.71 years, it remains in the teams’ best interest to sufficiently compensate their young
players in order to build their rosters for the future, and at a more affordable price-tag.’® With
roughly two-thirds of the league falling within pre-arbitration service, the union has focused on
this initiative by steadily raising the league minimum to best enrich the majority of players who

step onto the field.?® Last year, the league minimum was raised from $570,500 to $700,000.%

With progress being made in terms of additional bonuses to young players, as well as the
league minimum being raised with every new CBA agreement, the final offer arbitration, although
far from perfect, still serves as an important metric for player’s autonomy in negotiating their
contracts. With the current CBA expiring in 2026, possible changes to the current format,

including placing further limitations on the league and union’s current ability to unilaterally
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replace arbitrators, may be considered as well.?? This will provide greater stability and consistency
in future rulings as well as promoting more experienced arbitrators to oversee hearings.?® In future
CBAs, the league and the union should continue to deal reasonably and in good faith to best
compensate their best young talent, which will go a long way building more successful and well-

rounded rosters.
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