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“‘RIGHT TO WORK” VS. THE RIGHTS OF WORKERS
ABSTRACT

The long-running battle over “right-to-work” (RTWggislation reappeared recently in
Indiana. The Indiana Chamber of Commerce, in ameeport, contends that the growth of real
personal income in RTW states has been higherithaon-RTW states. Their argument is that
RTW laws lead to lower wages in RTW states, whittaets businesses to locate in those states.
The increased business presence leads to higlmméngrowth, which in turn leads — in the long
run — to higher productivity and higher wages ie state.

We find the Chamber’s arguments unpersuasive.idDbly there are businesses that are
attracted to low-wage areas, but in our currenbgl@conomy it is a risky strategy for a state to
think it can compete with workers in developing cwoies who are paid much less. Moreover,
many companies reject the “low-road” approach of Veages and make location decisions on
other criteria, like the quality of the work foraefrastructure, and quality of life.

Could low wages bring about high wages? The Chambegument is that increased
business investment will lead to higher producgiand eventually higher wages. But
businesses that use large numbers of low-wagejli@askorkers are unlikely to see an increase
in productivity. And even if productivity did inease, what is to say that those productivity
gains would be shared with workers? Wages and easgtion of workers have consistently
lagged the growth of productivity since the 1970s.

The Chamber’s arguments are weak, and so istiésathalysis. To prove its link between
RTW states and higher income growth, it inexpligaldes data from only two years, 1977 and
2008. An examination of income growth data foryathrs between 1947 and 2009 finds that the
growth rates of income for RTW states in the yediesr passage of RTW legislation is nearly
identical to the growth rates before passage. B& Raws seem unlikely to have led to a
significant increase in income.

The Chamber also lumps all RTW states togeth@idang mention of the vast discrepancies
in economic performance among RTW states. Itedbes exclusively on growth rates, which
show only change, not current levels of economiiase. It focuses on average income, which
obscures the effects of how the total income paisibuted. An analysis for individual states
of median household income in 2009, which avoitthate of these problems, shows that only
4 of the 22 RTW states are above average, whikrd®elow average.

The battle over RTW legislation is a continuatodrihe campaign against workers and
unions that has been waged in this country foptst thirty years. That campaign has led to
stagnating wage levels and deteriorating conditfonsvorkers.

The Higgins Labor Studies Program at the UniversitNotre Dame thinks that is it possible
to find a better way. In this endeavor we lookite wisdom of the man for whom the Higgins
Program is named, Monsignor George G. Higgins. vitéie/ was that denying the right to
organize is tantamount to attacking human dign#sf.
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Introduction

The long-running battle over “right-to-work” le¢pasion reappeared recently in
Indiana. To people unfamiliar with the term, itgii seem that “right to work” means
the right to a job that enables a worker to supponiself or herself in dignity. After all,
Article 23 of the United Nations’ Declaration of fdan Rights says that “Everyone has
the right to work, to free choice of employmentjust and favorable conditions of work
and to protection against unemployment,” and “Egagywho works has the right to just
and favorable remuneration ensuring for himself laisdamily an existence worthy of
human dignity” (United Nations, 1948). Religiousdanoral leaders have also raised
their voices in support of such a right. As thehoac Bishops said iEconomic Justice
for All, “people have a right to employment. In returntfair labor, workers have a right
to wages and other benefits sufficient to susténn dignity” (U.S. Catholic Bishops,
1986, paragraph 103).

However, the right to work has a different mearnimthe “right-to-work” laws that
exist in twenty-two states and in the bills recgimitroduced in the Indiana legislature.
In these bills, the “right to work” means that eoy@rs cannot require workers to pay
any fees or other charges to cover the costs ohgrthat represent employees in
collective bargaining, grievance procedures, ahéramnatters.

“Right-to-work” legislation creates a situationadmgous to citizens driving on public
roads or calling the public fire department to shueing houses, yet refusing to pay the
taxes necessary for these public services. Itoesltinancial resources for unions and
the ability of unions to effectively represent werk and bargain for higher wages and
benefits.

To fully understand the effort to make Indianaiglt-to-work” state, one must
appreciate the broader historical context of ths palf century. Beginning in 1947,
when Congress overrode President Harry Truman’emehnt veto to pass the Taft-
Hartley Act, individual states were permitted unfibzteral labor law to prohibit
collective bargaining agreements requiring all veoskto contribute to the cost of
representation by a union, regardless of membestatps. Because American labor law
required (and still does) that a union represendifbgrgaining unit must represent all

! This report was written by Higgins Labor Studigsdg?am Director Marty Wolfson, with important
contributions from Associate Director Dan Graff afalerie Sayers. All three are faculty memberthat
University of Notre Dame and teach economics, hystand English, respectively. For additionaldiel
input to the report, we thank (without implicatirtdlggins Labor Studies Program Coordinator Karen
Manier and Higgins faculty members Robert Fishnsatiplogy), David Hachen (sociology), Ben Radcliff
(political science), and David Ruccio (economic§his is a slightly revised version of the repbdttwas
released on March 3, 2011.



workers whether they are union members or not (haveryone gets the same benefits
of employment under the contract, from health caneerage to due process to prevent
arbitrary individual mistreatment), unions negathfor contracts whereby every worker
would contribute to the cost of representationg¢hare often called “fair share”
arrangements).

By 1947, twelve states had passed what becanezicaight-to-work” laws, so
named not because they gave any American a righihfdoyment, but because they
gave individuals the right to work at a job witlethenefits of a collective bargaining
agreement without having to contribute to the odshose benefits. The result was the
creation of two competing labor law regimes witthe United States, one (primarily in
the Northeast, the Midwest, and on the West Cdlaat)permitted “fair share”
representation clauses in contracts and thus eagedrstable unions, higher wages, and
better benefits for workers, and another (largelthe South and the Great Plains) that
outlawed “fair share” agreements and thus inhibikedgrowth of unions and their
positive effects for workers (Dixon, 2007).

The Chamber of Commerce Study on “Right to Work”

In January of 2011, the Indiana Chamber of Comenezleased a study on “right to
work” (Vedder, Denhart, and Robe, 2011). In thadyg, the authors argue that “right-to-
work” (RTW) states have experienced higher grovithezsonal income and personal
income per capita than non-RTW states. The autmgise that, because Indiana does
not have a RTW law, its economic performance h#ferad: “over two-thirds of the
difference between the Indiana and national ratesconomic growth in modern times is
explainable by Indiana’s lack of a RTW la(vWedder, Denhart, and Robe, 2011, p. 14,
emphasis in original).

How would a RTW law improve Indiana’s economicwtio and income so
dramatically? There are four steps in the Charsleasoning:
1) A RTW law would undermine unions and lower w’keages
2) Businesses would locate in Indiana becauseeofiver wages
3) The businesses attracted by RTW would raiséitatame for Hoosiers
4) In the long run, workers’ wages would also irase

We will examine each of these ideas in the nestices of this report.
Should Indiana Pass a “Right-to-Work” Law in Order to Lower Workers’ Wages?

The first major problem — and glaring inconsisierds the argument that Indiana
will be better off if the wages of its workers aegluced. The Chamber’s report says
“Historically, there is some evidence that the sinon effect of unionization is to raise
wages, perhaps 10 percent or more from what wahleraise exist. To the extent that
unionization increases labor costs, it makes angioeation a less attractive place to
invest new capital resources” (Vedder, Denhart,lRade, 2011, p.6).



The Chamber then links the existence of a RTWuath the possibility of
unionization. It considers a firm trying to decitbether to locate its business in
southern Indiana, which does not have a RTW lavwn oearby Tennessee, which does.
It says, “Suppose, however, the firm considergibssibility of unionization to be high
in Indiana, but low in Tennessee, and that unidimrawill add at least 10 percent to
labor costs . . . encouraging the firm to locaté&@émnessee rather than Indiana” (Vedder,
Denhart, and Robe, 2011, p.6).

The idea that the residents of Indiana would ligebeff if workers in Indiana
received lower wages is seemingly so contradidioay it is surprising that it is even
taken seriously. Are not workers residents ofdndi? How are they better off if they are
receiving lower wages and benefits?

Of course the idea is rationalized by theoriesaiinomic development that say that
the lower wages will bring more jobs and economagh, and that the benefits of that
growth will eventually trickle down to workers. Wgll examine these theories later in
this report.

Right now it is important to note two points. g§jrthe Chamber thinks of a RTW law
as a direct attack on the very existence of unidriee most obvious direct result of a
RTW law is that unions have fewer financial resesrwith which to negotiate on behalf
of workers in the bargaining unit. This would beeason for why workers’ wages would
decline. But the Chamber report ignores this pantt makes its argument directly on
the very existence of unions: it says that the ibdig of unionization is high in non-
RTW Indiana but low in RTW Tennessee. So perhiagsiot surprising that the
campaign for RTW laws we are currently seeing lesnkaccompanied by a coordinated
and vigorous attack on collective bargaining aredahility of unions to even survive.

Second, it is correct that RTW laws have led wdowages and benefits, for both
union workers and non-union workers. A thorougt extensive examination of this
guestion was recently released, on February 171:20he Compensation Penalty of
‘Right-to-Work’ Laws” (Gould and Shierholz, 20117fter controlling for a large
number of demographic and economic variables,akearchers concluded that workers
in RTW states receive wages that are 3.2% lessthita® in non-RTW states. This wage
penalty translates into $1,500 less on an annwsi$ b&urthermore, workers in RTW
states receive lower levels of health insurancepmmdion benefits than workers in non-
RTW states.

Would Businesses Locate in Indiana Because of Lowgvages?

The Chamber here takes sides in a long-ranginganintious debate about
economic development. The argument in the Chambeport is that economic
development in a state is best promoted by attrgetew businesses to the state, and that
the best way to attract new businesses is to gedtsinesses a bigger boost to
profitability than they could get in other states.



The Low-Road Approach to Attracting Business Inuest

This means, then, keeping workers’ wages low ascbdraging unions. It means
giving businesses tax subsidies for locating indtia¢e. It means more lenient worker
safety and environmental laws and enforcement., Ahdourse, it means passing RTW
legislation. It means filling in the blank in thalowing sentence with any one — or all —
of the above policies: “Unless our state does Hlasite location consultants will cross
our state off their lists and businesses will mcgle in our state.” This all adds up to
what many have termed the “low-road” approach t@eting business investment.

Ironically, the Chamber study justifies this apgarb by an appeal to “economic
theory.” The authors say that a step that Ind@nad take to foster and sustain
economic growth would be to “adopt a right to wfRdI' W) law that protects workers
from compulsory union membership as a requiremeatployment” because
“economic theory suggests that any restrictionnalividuals’ ability to engage in market
transactions will likely result in below optimal@wmic outcomes” (Vedder, Denhart
and Robe, 2011, p.1).

This is ironic in two respects. First, the vecy af passing a RTW law is a restriction
on the market transactions that unions and empoyeive at as a result of collective
bargaining negotiations. Likewise, the tax subsldgls and other inducements that a
state undertakes to lure businesses are intervisntiche market process to tip the scales
in its direction. Indeed, they are interventiomattchange the relative bargaining power
between corporations and workers in the directicth@ corporations.

Second, similar interventions in the market charntie rules for financial institutions
in the US in the 1990s and 2000s. Although jusditoy a “free-market” ideology, these
interventions, like RTW laws and tax subsidiesetilthe playing field in the market in
the direction of large banks and other financiatitations like hedge funds. The
interventions enabled the financial institutionsis@ predatory lending and complicated
financial products to take advantage of subprinte@her borrowers. Itled to a
fattening of the banks’ bottom line, but unfortueigtalso to a crash of the financial
system and a deep and painful recession. Sedriainly questionable to use the same
“economic theory” to justify RTW laws that led tach disastrous results in the financial
system.

Issues in the Location Decision of Business Firms

Clearly some businesses are attracted to low-&egges. However, there are other
considerations that are important to business#seitocation decision. Summarizing the
results of “hundreds of studies that have examwileg firms locate where they do,”
economics professor Robert G. Lynch listed a nurobkey issues that are central to the
business location decision:

“the costand quality of labor;

proximity to markets for their products (particljaior service industries);

access to the raw materials and supplies that firees!;



access to quality transportation networks and stifteture (specifically, good roads,
highways, airports, railroad systems, and sewages)s);
guality of life characteristics (e.g., good schobisalth services, recreational
facilities, low crime rates, quality housing, andather);
the cost and reliability of utilities.”

(Statement by Robert G. Lynch, in Mishel, 20016 .).

Robert Ady was a longtime executive of Deloittd &uche / Fantus Consulting, a
leading site location firm. He is said to have st&sl more site locations than any living
person. He concludes that it is the quality ofwlmek force, not low wages, that is
decisive in the site location decision: “The singlest important factor in site selection
today is the quality of the available work ford@ompanies locate and expand in
communities that can demonstrate that the indigemaark force has the necessary skills
required by the company or that have the trainaujjifies to develop those skills for
the company” (Ady, 1997, p. 81).

The High-Road Approach to Attracting Business Itnaesat

An alternative approach, referred to as the “higgd” approach, builds upon the
observations of Lynch and Ady. This approach séekwild up the workforce rather
than tearing it down. It recognizes that companascompete on the basis of a quality
product and that productivity can increase baseuh @m experienced and knowledgeable
workforce. It recognizes that tax money given awgalre companies to a state is
money that isn’t used to expand worker traininggpams, libraries, and the quality of
life in a community. It recognizes that workerghwieduced wages reduce their
spending in the local community and hurt the progpef other businesses dependent on
that demand. It recognizes that it is better¢attwworkers as assets that can help the
company than as expenses whose wages need to ineizeih

Of course, there are companies that are attrégtélde prospect of lower wages
(Cowie, 1999). Many of these companies may haea lattracted by the lower wages of
RTW states. However, much migration from non-RTONRTW states has already taken
place. To think that Indiana, by converting to BVRRstate, would see an influx of
companies chasing after low-wage workers is prgbidlbsory. Companies looking for
low-wage workers are much more likely to locat€imna or other low-wage countries
than in Indiana. In fact, states that have atdcobmpanies in the past on the basis of
low wages now find these same companies leavingdtates for the prospects of even
lower wages abroad.

Can “Right-to-Work” Laws Increase Income in Indiana?

Much of the Chamber study is devoted to attempingrove the proposition that
RTW states have seen stronger growth in incomelthga non-RTW states. However,
there are major problems in the way that the sgaBs about trying to prove this
proposition.



Problems of Data Analysis in the Chamber Study

The Chamber study’s central conclusion is thahygaring the years 1977 and 2008,
RTW states had stronger growth in real (inflatialjuated) personal income (and real
personal income per capita) than did non-RTW stafeshart in the study asserts that
real personal income grew in RTW states by 164wbB&reas it grew in non-RTW states
by only 92.8%.

There are a number of problems with this approdstst, the two dates, 1977 and
2008, are asked to shoulder the main results ofttidy. Why were these dates selected?
The al;ghors do not say. Why was the data frorath#r years ignored? The authors do
not say-

Using this approach groups Oklahoma with the cufiRTW states, even though
Oklahoma was not a RTW state before 2001. A moecarate approach would treat
Oklahoma’s results as a RTW state beginning in 2B0f.group Oklahoma with the non-
RTW states before 2001. Indeed, data before 18@uld be used and all states should
be treated this way.

We created our own data set, which calculated raftehange of real personal
income using data for every state for every yeaingback to 1947, the date of the Taft-
Hartley Act, and continuing through the most reaata point, 2008. We attributed a
state’s performance to either the RTW states’ gauihe non-RTW states’ group,
depending on whether or not the state was actadR¥W state in that yedr.

Taking the average of yearly growth rates for R¥Mtes and non-RTW stateard
separating the performance of RTW states for tlyeses before and after they became
RTW states- provides a more accurate measure of the grofatbabpersonal income
between the two groups. The results are showrhartd.

% The authors also do not say how they calculatedgtowth” in real personal income. There areatight
ways to calculate a growth rate. We assume tlegtiked a simple rate of change, which takes the
difference between two numbers, divides by the fitsnber, and expresses the result as a percentage.
Also, the authors do not give the source of thatadaside from the generic phrase, “Bureau of &eon
Analysis.”

% The personal income data are from the Bureau oh&mic Analysis Regional Economic Accounts,
Series SA1-3, State Annual Personal Income. Themal data are deflated by the Personal Consumption
Expenditures deflator in Table 1.1.9, Implicit RriDeflators for Gross Domestic Product, Nationabme
and Product Accounts, Bureau of Economic Analy3ise rate of change is calculated as describeukin t
previous footnote.

“ By 1947, twelve of the twenty-two states had pd$2EW laws: Arizona, Arkansas, Florida, Georgia,
lowa, Nebraska, North Carolina, North Dakota, Sdd#kota, Tennessee, Texas, and Virginia. The other
RTW states (and dates of enactment) are Nevadd \1A@mbama (1953), Mississippi (1954), South
Carolina (1954), Utah (1955), Kansas (1958), Wyan{it®63), Louisiana (1976), Idaho (1986), and
Oklahoma (2001). (Dixon, 2007, p. 319)



Chart 1: Growth of Real Personal Income
Non-Right-to-Work States and Right-to-Work States
Before and After RTW Status
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With this more detailed analysis, it turns outt tiee RTW states did have a higher
average rate of growth of real personal income thdthe non-RTW states. However,
the more accurate calibration of the performand@ iV states before and after they
became RTW provides an interesting conclusiongtbath rate for RTW states before
they became RTW states is actually higher thamgtberth rate for these states after they
achieved RTW status (4.2% before becoming a RT\¢,s8289% afterwards).

So, for a variety of reasons, the RTW states hgiteh rates of growth of real
personal income than did the non-RTW states. Heweapparently status as a RTW
state did not contribute to these growth rates.

Growth rates can provide useful information, bythemselves they are an
incomplete measure of economic performance. TharDer's complete reliance on
growth rates is a second source of problems wsthnglysis.

As an example of the incomplete story that grorates provide, consider growth
rates of per capita personal income in 2006, tbieyi@ar of strong economic growth
before the beginning of the recent recession ir¥20lhe state of Louisiana, a RTW
state, had a growth rate of 12.3%. This was amasgive performance, which translated
into an increase in per capita personal income3@¥0. On the other hand, Connecticut,
a non-RTW state, had a growth rate of only 8.8%t i& increase in per capita personal
income was $4,266.



As illustrated by this example, states with higimeomes can add more to their
incomes than can states with lower incomes, eveugth the states with lower incomes
are growing more quickly. In the example, the &ltsoncome advantage of non-RTW
state Connecticut over RTW state Louisiana contrtoggrow, even though Louisiana
had a higher growth rate.

Indeed, the advantage of the non-RTW states tveeRTW states holds up across
states. Chart 2 shows average personal incomeapéa for 2009 (the most recent year
for which data are available), averaged for RTWestand non-RTW states. Itis clear
that average per capita income in the non-RTW siathigher than that in the RTW
states.

Chart 2: Average Personal Income Per Capita, 2009
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Thus far we have been following the Chamber’s @doce of grouping RTW states
together and grouping non-RTW states together. ifipeession one gets is that the
performance of all states in these groups is thees# RTW states have a higher growth
rate, then all RTW states must have a higher groatththan all non-RTW states. But
this is not the case, as pointed out in a recquartdy Gordon Lafer, who shows growth
in per capita personal income by state betweegdhes 1977-2008 (those analyzed in
the Chamber study). As he notes, “Ten non-‘rightvork’ jurisdictions (nine states plus
the District of Columbia) all enjoyed income grovatver this period that was greater
than 17 of the 22 ‘right-to-work’ states” (LafeQ2L, p. 3).

This obscuring of individual differences among RBWI non-RTW states is a third
problem with the Chamber’s data analysis. A foustits exclusive use of averages of



income data. Use of simple averages obscuressigstiee distribution of income. For
example, suppose we had a group of seven people.p&ople have an annual income
of $10,000, two have an income of $20,000, two Favencome of $30,000, and the
seventh is a Wall Street hedge fund manager with@me of $5 billion. To arrive at
the average income of this group of seven peopeyauld add up their total incomes
and divide by seven. Thus the average would b@0$5120,000 divided by 7, or
$714,302,857.

It seems like this group of people, with more ti@0 million dollars in average
income, is doing quite well. However, in realibnly one person is doing well; all the
rest are struggling.

A better way to understand the fortunes of thaugris to use the median instead of
the average (or mean). The median is the middietew. If we arranged the seven
people in order of income, the median would befolieth person. In this case, the
median income for this group is $20,000. It sedms$20,000 is a more realistic
estimate of the fortunes of this group of peopéntls $714,302,857.

Table 1 shows real median income by states fo®20® shows the diversity among
states. Interestingly, only 4 of the 22 RTW statesabove the average median income
for the United States as a whole; 18 of the 22 RSIates are below average. Table 1
provides a much different understanding of the eatin outcomes of RTW states than
do the average growth rates for RTW states asugpgrsed in the Chamber study.

Trying to Prove a Link between Right to Work andrienic Outcomes

As Gordon Lafer points out, correlation is notgality. Even if there were an
association between RTW states and better ecommntéomes — which the Chamber
study does not prove -- this would not demonstifzéthe better economic outcomes
were due to the status of the states as RTW statder (2011, p. 4) provides the
following example: average job growth during 20@M2 was nine times higher in states
whose names start with the letters N-Z than irestathose names start with the letters A-
M. But changing Indiana’s name to Tindiana woubd improve its job growth.

Only a detailed institutional and historical arsady or a careful econometric study
that controlled for other possible causal variabtesild suggest a causal relationship
between the right-to-work status of a state andatsomic performance. The Chamber
study attempts an econometric analysis, but itagyed by all the data problems
discussed above. It continues to use only twosyefdata (1977 and 2008), to use
averages instead of median values, and to relysixely on rates of growth.

® The data are from table B19013, Median Househuidrhe in the Past 12 Months (In 2009 Inflation-
Adjusted Dollars), from the 2009 American CommurSiyrvey 1-Year Estimates, U.S. Census Bureau.



10

Table 1. Real Median Household Income, 2009, by S&a

Right-to-Work States in Capital Letters

Median Median
Rank State Household Rank State Household
Income Income
(Dollars) (Dollars)
Above-Average States Below-Average States
1 Maryland 69,272 22 Wisconsin 49,993
2 New Jersey 68,342 23 Pennsylvania 49,52(
3 Connecticut 67,034 24 | ARIZONA 48,745
4 Alaska 66,953 25 Oregon 48,457
5 Hawalii 64,098 26 TEXAS 48,259
6 Massachusetts 64,081 27 IOWA 48,044
7 New Hampshire 60,567 28 NORTH DAKQOTA 47,827
8 VIRGINIA 59,330 29 KANSAS 47,817
9 District of Columbia 59,290 30 GEORGIA 47,590
10 California 58,931 31 NEBRASKA 47,357
11 Delaware 56,860 32 Maine 45,734
12 Washington 56,548 33 Indiana 45,424
13 Minnesota 55,616 34 Ohio 45,395
14 Colorado 55,430 35 Michigan 45,255
15 UTAH 55,117 36 Missouri 45,229
16 New York 54,659 37 SOUTH DAKOTA 45,043
17 Rhode Island 54,119 38 IDAHO 44,926
18 lllinois 53,966 39 FLORIDA 44,736
19 NEVADA 53,341 40 NORTH CAROLINA 43,674
20 | WYOMING 52,664 41 New Mexico 43,028
21 Vermont 51,618 42 LOUISIANA 42,492
United States 50,221 43 SOUTH CAROLINA 42,442
44 Montana 42,322
45 TENNESSEE 41,725
46 OKLAHOMA 41,664
47 | ALABAMA 40,489
48 Kentucky 40,072
49 | ARKANSAS 37,823
50 West Virginia 37,435
51 MISSISSIPPI 36,646
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Moreover, its five control variables — the onest thre designed to capture other
influences on the dependent variable (growth ihpeacapita income) so as to isolate
the effects of the RTW variable, are too few aralfar afield to demonstrate a causal
connection. One of the control variables is “Adg&tate,” the date at which the state
joined the Union. Of course, the first statesgaihe Union in the ¥8century. What is
the relationship of this variable to “right to wérnd what is the reason it is included as
a control variable? The Chamber study does not sagcent econometric investigation
(Stevans, 2009), which uses a broader set of dordar@mbles, concludes that there is no
significant difference in capital formation or erapient rates between RTW and non-
RTW states, but that per capita personal incomeasages are both lower in RTW states.

Can Lower Wages Lead to Higher Wages?

Perhaps the reason the Chamber study uses onpgaviecome rather than median
income, and growth rates of income rather thanmmetevels, is to shift attention away
from the basic causal relationships in its analysight-to-work” laws lead to lower
wages, and it is lower wages that are said tocittnasinesses to a state. The reliance on
per capita income growth rates obscures how thraniemie is divided amongst a state’s
residents.

Trickle-Down Economics Once Again

Perhaps the authors of the Chamber study recogmat¢hey have placed themselves
in an uncomfortable box: how can a policy that Iisweages be said to benefit the
economic fortunes of state residents? What goed dalo to attract businesses to a state
if the businesses are not paying their workers ghaa live on?

The authors try to escape from this uncomfortatileation by arguing that low
wages will, in the long run, lead to higher wagé&seir theoretical argument is that
lower wages, by attracting businesses to a stallénerease the ratio of capital to labor
in RTW states. “Since labor productivity is closged to the capital resources
(machines and tools) that workers have availablen productivity will tend to grow
more in the RTW states, stimulating economic growtbluding growth in wages and
employment” (Vedder, Denhart, and Robe, 2011, p. 7)

This theoretical argument is questionable. Kifstll, as discussed above, it is not
necessarily true that low wages will lead to grehtesiness investment in a state that
adopts a RTW law, especially in the global econ@i®011. Second, it is not
necessarily true that greater business investméiriead to an increase in the ratio of
capital to labor in a RTW state. A higher ratensfestment by companies using large
numbers of low-wage, unskilled workers could adyulawer the capital-labor ratio and
lower productivity in the state.

Finally, it is not necessarily true that higheoguctivity leads to higher wages. This
has not been the experience in the United States ¢he 1970s. Chart 3 plots average
hourly wages and average hourly compensation fafymtion/non-supervisory workers
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Chart 3: The Divergence of Wages from Productivity

Wages and compensation stagnating:
Hourly wage and compensation growth for
production/non-supervisory workers and productivity, 1947-2009
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Source: EPI analysis of Bureau of Economic Analysis and Bureau of Labor Statistics

and productivity from 1947 to 2009 (Economic Poliogtitute, 2011a). It shows that,
since about 1973, wages and compensation haveepbplce with productivity.

So none of the theoretical arguments holds uppigeally, the argument that RTW
laws will, in the long run, lead to higher wagesi@d accurate either. Since the Taft-
Hartley Act was passed in 1947, and since 18 oRthBTW states had passed RTW
laws by 1955, the long run should have alreadyedi But the evidence indicates, as
noted above (Gould and Shierholz, 2011), that wagedsbenefits today are lower for
unionand non-union workers in RTW states than in non-RT@tes.

If the Chamber’s argument seems familiar, it isduse it is the same “trickle-down”
approach that has been used repeatedly in thehpdgtyears. We have been told that, if
we give large tax cuts to the wealthy, they willsand invest so that the non-wealthy
will eventually benefit. We have been told th&tye bail out large banks while asking
for little in return, the banks will eventually l@as to prosperity.

But it hasn’'t worked. The wealthy and the ban&gehbenefitted from the taxpayers’
largesse, but the benefits have not trickled dawhé rest of society. Income and
wealth inequality have increased dramatically @ thited States in the past thirty years.
The banks are still taking outsized risks, but rogy are larger and more powerful.
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The “Race to the Bottom”

As we have seen, the Chamber’s trickle-down agendaduce wages so as to boost
corporate profitability and lure businesses toadestdoes not work. In fact, all it leads to
is what many have called a “race to the bottoms' sfates and localities find themselves
in competition with each other to attract businesgstment, corporations know that they
can play one locality off against another to getllest deal. Each locality is forced to
bid lower to get the business. What happens tsiwhges and living standards are
pushed down further and further; it is only thedlitty that can bid the lowest that will get
the business.

As wages fall, workers’ demand for other goods sewdices in the locality fall as
well. As tax revenues are depleted with corpotatesubsidies, the ability of the locality
to spend on worker training, education, infrastnuet etc. — all the things that can
improve a locality and provide a welcoming envir@mnfor business growth as well — is
reduced. The health and wealth of the localityoee depleted.

And, finally, the whole exercise is self-defeatinQorporations that locate to one
locality to get a good deal will often have no ke&tson about relocating to the next
locality that will give them a better deal. In tbentext of today’s global economy,
localities in the U.S. find that they can’t competethe basis of low wages when a
corporation can relocate to a developing econonpatoa fraction of the wages it was
paying in the U.S.

The Meaning of Economic Development

We need to rethink this whole approach. The Claislmplicit assumption is that
economic development is simply the process ofé@ttrg businesses. If localities can use
low wages and tax subsidies to successfully atbrasiness, then they have succeeded at
economic development.

But this is not economic development. A companyding a new facility is an
example of business investment. Investment, im igsra component of economic
growth. But even economic growth is not econoneeafiopment.

Economic growth is simply a measure of the groeittotal income produced by a
locality or society. It says nothing about howttimcome is distributed. But economic
development is different: economic developmenhésgrocess of increasing
opportunities and living standards fadf residents of an area.

This means that successful economic developmerttisompatible with falling
wages and benefits for workers. It means thateezlrio put in place policies that
support workers’ wages and, yes, policies that stigpe organizations that workers
have formed — unions — to successfully bargairectilely for better wages and benefits.
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The History of Declining Wage Standards and the Capaign Against Unions

Unfortunately, that is not what has happened énhited States in the past thirty
years. Corporations have increasingly adoptedldveroad” approach of competing on
the basis of low wages. Public policy has, fornest part, been supportive of this
approach.

This approach contrasts sharply with the domiagptroach to labor relations and
public policy in the post-World War Il period (miB40s through late-1970s). During
that time, the union-friendly states of the Norstethe Midwest, and the West Coast led
the nation in the construction of a modern middéss society, one marked by rising
standards of living, increasing home ownership eghacational opportunities, and
generational upward mobility (although the RTW esadf the South and the Plains
lagged behind in all these indicators (Zieger a@adl, @002, 182-213; Dubofsky, 1994,
197-232))°

In the late 1970s and early 1980s, though, cotoraincreasingly adopted the low-
road approach in order to boost declining profitgb{Gordon, 1995). They pushed for
an increasingly open, “free-market” global econamy for trade deals like NAFTA that
would give them access to low-cost labor in devielggountries. They closed down
manufacturing facilities in the U.S. and moved thedmnoad. They asked for “give-
backs” from workers and took an increasingly hestititude towards unions and
collective bargaining. The attack on collectivedaaning that we are experiencing today
has been building for more than thirty years.

The attacks by corporations and the increasiniglyajized nature of the economy
have put serious pressure on the high-wage, urudhrbiddle-class states facilitating
“fair share” collective bargaining agreements, egglly because globalization has hit
hardest the manufacturing-centered economies t@ssliie Pennsylvania, Ohio,
Wisconsin, and Indiana.

But while there is no doubt that corporate pocaad global competition have
produced real challenges for American workers &e@ tommunities, just as important
has been the failure of US policymakers to prosect sustain those middle-class
communities. The decision by President Reagameditfe striking members of the
Professional Air Traffic Controllers OrganizatidrATCO) and put in their place
permanent replacement workers undermined workeéiktyato strike and signaled to
corporations that the government supported ankattaainions.

Increasingly influenced by the rising politicalvper of big business-dominated
advocacy groups pushing deregulation and regretswation as the solution to all policy
guestions, the federal government since the 1988vintually abandoned its sponsorship
of a regulated capitalism that once promoted highes, secure jobs, and widely shared

® There is even evidence that unions increase fihedkisfaction of citizens, including both uniardanon-
union members (Flavin, Pacek, and Radcliff, 2010).



15

economic growth. Beginning in the late 1970s, weehseen a series of policy decisions
that have undercut the ability of workers to orgarand demand better wages, working
conditions, and benefits: the deregulation ofttheking and airline industries with the
consequent lowering of wage and work standardsjigmeantling of the social safety net,
and the evisceration of the National Labor RelaiBoard as a resource for workers
wanting to unionize, to name just a few (Lichtemst2002, 212-45).

The changes in corporate and public policies dvepost-World War 1l period have
taken their toll. As Chart 3 indicates, workerglges and compensation have stagnated
since the 1970s. And as Chart 4 shows, incomeuali®g has worsened (Economic
Policy Institute, 2011b). In comparison to the 794879 period, when income grew
strongly among all sectors of the population, sib@@9 overall growth has slowed, and
most of the income gains have gone to those abthef the income distribution.

Chart 4: Increasing Income Inequality

Family income growth in two eras
Real annual family income growth by quintile, 1947-79 and 1979-2009

3.0%

1947-1979 m1979-2009
2.5%

2.5% | 2.4% 2.4%
°
= 2.2% 2.2%
o
D 2.0% |
(O]
€
o
[8)
S 1w 1.3%
Z‘ . . 0
8
= 1.0% -
2 0.7%
®
= 0.5% 0
T 270 0.4%
=]
2 0.1% .
<

0.0% - : .

-0.3%
-0.5%

Lowest fifth Second fifth Third fifth Fourth fifth Highest fifth

Source: EPI analysis of U.S. Census Bureau data.

A Vision of Labor Relations that Upholds Human Dignty

Does it have to be this way? Is it possible toresate labor relations that uphold
human dignity? We at the Higgins Labor StudieggPam believe that it is possible. In
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this endeavor we take our lead from the man forrwhize Higgins Program is named,
Monsignor George G. Higgins.

Monsignor Higgins (1916-2002) was the former diveof the Social Action
Department of the National Catholic Welfare Confieeeand longtime advisor to the
U.S. Catholic Bishops on labor and civil rightsypdy, and religious tolerance. In 2001,
Monsignor Higgins was awarded the University of lddDame's prestigious Laetare
Medal for exemplary Catholic public service. Masar Higgins pointed out that the
“pressure for [right-to-work] legislation does rastse from workers seeking their
‘rights.” Proponents are uniformly employers’ angaations and related groups.” He
argued that right-to-work laws “do not provide jdbsworkers; they merely prevent
workers from building strong, stable unions” (Higsgji 2001).

As Monsignor Higgins frequently noted, Catholicisbteaching has consistently
affirmed the rights of workers to organize and bargollectively. In one of the
Church’s most recent statements (February 16, 2@t&hbishop Jerome Listecki of
Milwaukee, speaking on behalf of the bishops of &bissin, called on state legislators to
act responsibly toward public employees and rendritlem that “hard times do not
nullify the moral obligation each of us has to edthe legitimate rights of workers.”
The statement said that it was “a mistake to maigie or dismiss unions as
impediments to economic growth” (Catholic News $=¥y2011).

The Catholic Church’s support for labor unionfiggstanding and unequivocal.
Indeed, Pope Leo XIlI, in his 1891 encycliearum Novarumactively encouraged
workers to form unions (Pope Leo XIll, 1891), arapal support for labor unions has
been repeatedly affirmed through the twentieth tarehty-first centuries. In his
apostolic letter preparing for the Jubilee Year@@®ope John Paul Il reminded
Catholics that the Church is committed to “the gafading of human dignity and rights
in the sphere of a just relationship between laat capital” (Pope John Paul Il, 1994).
In 2009, Pope Benedict's encyclicaaritas in Veritateeminded employers and
legislators that unions must be “honored today exere than in the past” as an
important component of trade at both the localiaternational levels (Pope Benedict
XVI, 2009).

In its 1986 pastoral letteEconomic Justice for Althe United States Conference of
Catholic Bishops reminded Catholics that the Chufgly supports the right of workers
to form unions or other associations to secure tigfits to fair wages and working
conditions.” Furthermore, the bishops argued hiatvages, rest, health care, retirement
benefits, and reasonable job security “are allrgssaf workers are to be treated as
persons rather than simply as ‘a factor of produncti(U.S. Catholic Bishops, 1986).

Catholic Scholars for Worker Justice, a natiomghaization of academics, has
recently issued a statement in “strong oppositiothé attacks that are being made on
labor unions and collective bargaining today.” Btetement reminds Catholics of the
basic tenets of Catholic teaching on labor:
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- Labor unions are “based on the inalienable rgflitee association” and “defend
the vital interests of workers and their families.”

- Workers have the right to bargain collectivedy fair wages and benefits.

- Employers who refuse to pay a fair wage hawraroitted a “grave injustice.”

- Governments must not “limit the negotiating aapaof unions” (Catholic
Scholars for Worker Justice, 2011).

So-called “right-to-work” laws are a clear attertgptimit the capacity of unions to
negotiate and even to survive, and are therefockear conflict with Catholic teaching
on the dignity of workers. As the U.S. Catholicshaips wrote ifcconomic Justice for
All, “ No one may deny the right to organize without &itag human dignity itself’ (U.S.
Catholic Bishops, 1986).
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