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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 decide to be “free riders.” Since 1947, twenty-two states have passed
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. Lonnie Stevans, Professor of Information
Technology and Quantitative Methods at Hofstra University, 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:

o Has no impact on economic growth

o Has no influence on employment

o Has no influence on business capital formation (the ratio of firm “births’
to the number of firms)

. Is 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.”

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
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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.”

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. 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.®

Lawrence Mishel, President of the Economic Policy Institute, also measured the impact of RTW
laws on wages.” He found that workers living in RTW states earn 6.5% less than comparable
workers living in non-RTW states. Even after controlling for regional costs of living, Mishel
found that workers in RTW states earned less. He also found that for workers living ina RTW
state on the border of a non-RTW state, being near a non-RTW state raises their wages.

If more states enact RTW laws, economic recovery is at risk

Our economy is dependent on consumer spending, and when workers don’t have money in their
pockets to spend, our economy suffers. According to recent remarks by Federal Reserve
Chairmen Ben Bernanke, rising wages spur consumer spending and would *“help sustain growth”
in the economy.8 Yet if more states enact RTW legislation, research indicates that rather than
generating more jobs, legislators risk depressing wages and impeding this economic recovery.
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