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The 1947 passage of the Taft-Hartley amendments to the National Labor Relations Act
allowed states to make it illegal for employers and unions to bargain agreements
stipulating that all employees represented by a union had to pay dues. Without these
agreements, unions are required to represent and negotiate on behalf of all the employees
they represent, regardless of whether they choose to pay dues or not. Since 1947, twenty-
two states have passed “right-to-work” (RTW) laws.

RTW laws don’t generate jobs, economic growth

Proponents of RTW laws claim that they enable a more business-friendly environment
and lead to economic growth for states and their residents.! Yet recent studies rebut
claims of economic growth and instead find that laws suppress wages.

In a 2011 report by the Economic Policy Institute, Gordon Lafer of the University of
Oregon and Sylvia Allegretto of the University of California, Berkeley, examined
changes in employment for states that adopted RTW laws, and found:?

e RTW laws have not boosted employment growth for the states that adopted them.

e After Oklahoma passed a RTW law in 2001, manufacturing employment and
relocations into the state began to decline after a previous increase.

e Unemployment in Oklahoma has more than doubled since the law was passed,
and when compared to rates in Oklahoma’s neighboring states, there is no
evidence that the RTW law boosted employment.

e Despite predictions by the RTW law’s backers that eight to 10 times more
companies from out of state would consider relocating to Oklahoma if the law
was passed, the rate of new arrivals actually decreased following the passage of
the RTW law.

e When either large or small companies are choosing their business locations, the
existence of a RTW law does not figure in a typical decision process.

e Economic development officials do not prioritize or emphasize RTW when
seeking to attract enterprise into states.

e RTW laws could harm a state’s ability to grow by lowering tax revenues and
restricting aggregate consumer demand.
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From their analysis, Lafer and Allegretto concluded, “As states look to attract and retain
employers, and particularly to expand the opportunities for state residents to land middle-
class jobs, the hard statistical evidence suggests that ‘right to work’ laws have no role to
play in this revival.” The authors also concluded that RTW laws are largely incompatible
with many states’ strategies of supporting “high-road” employers who are less
susceptible to offshoring; these employers are “the least likely to be influenced by laws
aimed at undermining union bargaining power.”

The study also debunks the new claim of the National Right to Work Committee that
employment in RTW states, on average, grew twice as fast as non-RTW states. Lafer and
Allegretto found that by the end of 2010, both the highest and lowest unemployment rates
were found in RTW states. They note that with such dramatic variation in job growth
between states, a RTW law “accounts for little if anything in these trends.”

As multiple reports note, jobs connected to manufacturing are leaving the country due to
trade policies, not going to certain states based on their RTW status. In fact, since the
enactment of the North American Free Trade Agreement, the RTW states of North
Carolina and Mississippi have lost a higher percentage of manufacturing-related jobs than
Michigan, a non-RTW state.®

Lonnie Stevans, Professor of Information Technology and Quantitative Methods at
Hofstra University, has tested this claim by comparing the business formation and
economic growth of RTW states with non-RTW states using recent data from the U.S.
Small Business Administration.* Stevans controlled for variables like education levels,
population changes, and type of employment in the states to accurately measure the
relationship between right-to-work laws and economic growth.

Stevans found that a state’s RTW law:

e Has no impact on economic growth

e Has no influence on employment

e Has no influence on business capital formation (the ratio of firm ‘births’ to the

number of firms)

e s correlated with a decrease in wages
Stevans also found that the average real state GDP growth rate of RTW states is not
significantly different than non-RTW states. Based on his analysis, he observed,
“...From a state’s economic standpoint, being right-to-work yields little or no gain in
employment and real economic growth.”

Scholars from the Higgins Labor Studies Program at the University of Notre Dame
conducted a similar study, which debunked claims made by Ohio University economist
Richard Vedder in a previous report issued by the Indiana Chamber of Commerce.
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Vedder claimed that passing RTW laws would raise per capita income of a family of four
by over $3,800. However, the Notre Dame study, conducted by Professor Marty
Wolfson, former Federal Reserve Board economist and current Director of the Higgins
Program, and Associate Director Dan Graff, found that:

e RTW laws have no meaningful positive impact in the growth of income in the
states that adopt them.

e Median household income is lower, on average, in RTW states and lower than the
median household income of country as a whole.

e 18 of 22 states who have RTW laws have median household incomes below the
national median.

o Companies who seek lower wages are more likely to relocate to low-wage
countries like India or China than to relocate to Indiana.’

Prior research on RTW employment growth was inaccurate

Charlene Kalenkoski and Donald Lacombe, professors in the Department of Economics
at Ohio University, recently examined previous research claiming that RTW laws attract
manufacturing employment to a state.® Though prior studies have tried to measure the
impact of RTW on employment, they failed to account for geographic characteristics
such as natural or labor resources that also impact employment. When Kalenkoski and
Lacombe measured the impact of RTW laws without accounting for a multitude of
geographic factors, their estimates “dramatically overstate the positive relationship
between RTW legislation and manufacturing employment.” When they did control
for geographic factors, they found RTW legislation is associated with only a slight
increase in manufacturing employment, along with a decrease in employment in
agriculture, fishing, mining and some service industries. They concluded that
“improperly controlling for geographic factors can lead to incorrect inferences and
misinform policy.”

RTW laws lead to declines in workplace representation and wages

From the above studies, it’s clear that passing a RTW law is not a path to saving your
state’s economy. Yet we know from many studies that RTW laws do lead to declines in
union representation.” According to one study, one-third of the difference in union
representation rates between RTW and non-RTW states is attributable to RTW laws.?
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With reduced collective power in the workplace, it’s no surprise that RTW legislation
leads to lower wages. Lonnie Stevans, as noted above, found that RTW laws are
correlated with lower wages. These low wages limit the discretionary income people
have to spend in non-manufacturing sectors. For a state like Michigan, that is 85 percent
of the economy.? Henry Farber, Professor of Economics at Princeton University, found
that after Idaho passed a RTW law in 1985, there was a statistically significant drop
in nonunion wages relative to other states.'

Research conducted by Elise Gould and Heidi Shierholtz of the Economic Policy Institute
also measured the impact of RTW laws on wages.'! The authors found that wages in
RTW states are 3.2 percent lower than those in non-RTW states, even after
controlling for both macroeconomic and individual demographic and socioeconomic
variables. This is in part due to the diminished function of the “union threat effect,”
which occurs when non-union employers try to keep wages close to that of nearby union
companies.*? They also found that the rate of employer-sponsored pensions is 4.8
percentage points lower in RTW states, again controlling for a full complement of
other factors. The authors conclude that, “If workers in non-RTW states were to receive
pensions at this lower rate, 3.8 million fewer workers nationally would have pensions.”
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