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The Competitive Enterprise Institute’s The High Cost of Big Labor series analyzes and compares the 
economic impact of labor policies on the states, including right to work and public sector collective 
bargaining laws.
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THE COMPELLING PREPONDERANCE 
of evidence suggests there is a substantial, 
significant, and positive relationship be-

tween economic growth in a state and the pres-
ence of a right to work (RTW) law. 

This paper presents a labor economics anal-
ysis of the effect of right to work laws on state 
economies, and ranks states’ per capita income 
loss from not having an RTW law. People have 
been migrating in large numbers from non-
RTW states to RTW ones. The evidence sug-
gests that economic growth is greater in RTW 
states. 

Currently, 24 states have RTW laws, which 
give workers the right to not join unions as a 
condition of employment and which prohibit 
the coercive collection of dues from workers 
who choose not to join.

RTW laws tend to lower union presence, re-
duce the adversarial relationship between work-
ers and employers, and make investment more 
attractive. One would expect this scenario to 
have a positive effect on measures of economic 
performance such as job creation and, ulti-
mately, on the population’s standard of living. 

Conversely, without an RTW law, the lack 
of complete worker freedom to contract in-
dividually may be a factor in the out-migra-
tion of labor from a state. More importantly,  
legislation favoring labor unions raises labor 
costs and makes employers less likely to invest. 
This perception, in turn, reduces the capital re-

sources available for workers, lowers produc-
tivity growth and wealth creation, and makes 
people less well off than they would be in a 
fully free labor market.

Incomes rise following the passage of RTW 
laws, even after adjusting for the substan-
tial population growth that those laws also 
induce. RTW states tend to be vibrant and 
growing; non-RTW states tend to be stagnant 
and aging. 

To be sure, there are exceptions to every rule, 
and many other factors affect economic growth. 
Thus, much of New England is relatively pros-
perous despite the absence of RTW laws—
though much of that growth is in industries 
where unions never gained a foothold, such as 
high technology. Nonetheless, even those areas 
likely would have benefited from RTW legis-
lation. The evidence suggests that if non-RTW 
states had adopted RTW laws 35 years ago 
or so, income levels would be on the order of 
$3,000 per person higher today, with the overall 
effect varying somewhat from state to state. 

The top 10 states most negatively affected 
by failure to adopt an RTW law are Alaska, 
Connecticut, California, New Jersey, Illinois, 
Hawaii, Maryland, Wisconsin, New York, and 
Michigan.

For all states, the median income loss per 
capita is $3,278, or more than $13,000 for a 
family of four. The total estimated income loss 
in 2012 from the lack of RTW laws in a major-

Executive Summary
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ity of U.S. states was an extraordinary $647.8 
billion—more than $2,000 for every American, 
including those in RTW states.

The application of right to work laws in all 
states would greatly benefit America.

—Aloysius Hogan
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ECONOMIC GROWTH ARISES FROM 
the accumulation of resources—human 
and physical capital—and through in-

creased productivity, as new technologies allow 
for more outputs for any given amount of those 
resources. Many public policies affect growth, 
importantly including labor and employment 
policies that involve unionization and right to 
work laws. 

A current total of 26 states allow labor 
unions to sign collective bargaining agreements 
that force workers to join the union shortly af-
ter becoming employed or, at a minimum, pay 
dues. The lack of complete worker freedom to 
contract individually may be a factor in the 
out-migration of labor from a state. More im-
portantly, legislation favoring labor unions 
raises labor costs and makes employers less 
likely to invest. This, in turn, reduces the capital 
resources available for workers, lowers produc-

tivity growth and wealth creation, and makes 
people less well off than they would be in a fully 
free labor market.

Currently, 24 states have RTW laws, which 
give workers the right to not join unions as a 
condition of employment and prohibit the co-
ercive collection of dues from workers who 
choose not to join. RTW laws tend to lower 
union presence, reduce the adversarial relation-
ship between workers and employers, and make 
investment more attractive. One would expect 
this scenario to have a positive effect on mea-
sures of economic performance, such as job cre-
ation and, ultimately, on the population’s stan-
dard of living. Although many factors besides 
labor laws affect economic change, the evidence 
suggests that there is a positive relationship be-
tween economic growth and the presence of an 
RTW law and that the magnitude of the legisla-
tion’s effects may be substantial. 

Introduction
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Historical Background

IN THE UNITED STATES, RIGHT TO 
work laws are, historically, a relatively re-
cent phenomenon, having been around only 

a little more than half a century. Prior to the 
growth of organized labor during the New Deal 
era, such laws were not considered necessary 
because labor unions did not have the strong 
legal authority to coerce worker support as they 
do today. The rationale for RTW laws is large-
ly expressed in terms of providing a mechanism 
for mitigating problems in the labor law—prob-
lems caused by a more coercive form of labor 
unionism that dates from the New Deal era.

Common Law Tradition
Prior to the federal legislation passed during 

the 1930s, labor unions were largely governed 
under the same common law principles that ap-
ply to ordinary citizens in all other legal cases. 
Under this tradition, there was no need for spe-
cial labor laws because the Constitution guar-
antees property and contract rights. Disputes 
between labor and management were handled 
through private negotiations or, if necessary, in 
court. If employees thought they could be better 
represented by a union, they were free to join 
one, but unions were not permitted to make 
membership or payment of dues a requirement 
for employment. Similarly, employers were also 
free to decide whether they desired to enter into 
contractual agreements with unions.1 

1920s Railroad Regulation
The first major movements undermining 

America’s common law tradition with respect 
to labor relations began in the railroad indus-
try in 1920, when Congress passed the Trans-
portation Act establishing the Railroad Labor 
Board (RLB).2 The RLB soon granted railroad 
unions the power of exclusive representation in 
labor disputes. This change departed abruptly 
from the common law tradition, as individual 
employees working for unionized railroad com-
panies were no longer permitted to negotiate on 
their own behalf. 

Although the exclusive representation pro-
visions were ruled unconstitutional by the Su-
preme Court in 1923, railroad unions saw a 
victory in 1926 with the passage of the Rail-
way Labor Act (RLA), which did not reinstate 
exclusive representation provisions, but granted 
workers the right to organize.3 Furthermore, it 
replaced a freedom of contract for employers 
with a legal duty to bargain. In 1951, Congress 
amended the RLA to empower unions to force 
compulsory unionization on workers in the rail-
road and airline industries.4 To this day, the RLA 

The Railway Labor Act replaced a 
freedom of contract for employers 

with a legal duty to bargain.
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allows compulsory unionization in the railroad 
and airline industries, including in RTW states.

Norris-LaGuardia Act
In 1932, President Herbert Hoover signed the 

Norris-LaGuardia Act, which further extended 
union power in America. In addition to banning 
worker agreements not to unionize, the Act also 
exempted unions from antitrust laws and freed 
unions from private damage suits or injunctions 
arising from their strikes. Unsurprisingly, inci-
dents of union violence spiked in the year follow-
ing the passage of the Norris-LaGuardia Act.5

National Labor Relations Act
In 1935, Congress passed and President 

Franklin D. Roosevelt signed what is now the 
nation’s fundamental labor law, the National 
Labor Relations Act (NLRA, also known as 
the Wagner Act).6 The Wagner Act provided for 
elections to determine whether a group of work-
ers wanted to be represented by a labor union 
in negotiations with employers. If a majority of 
workers voted to allow union representation, 
the Wagner Act permitted unions to establish 
one of three different arrangements. 

1.	 Closed shop. Workers must be members 
of the relevant union as a prerequisite for 
employment. 

2.	 Union shop. Companies may hire nonunion 
members but workers must join the union 
within a predetermined amount of time fol-
lowing their hiring. 

3.	 Agency shop. Unions may collect due pay-
ments from all workers but may not make 
union membership itself compulsory.

Taft-Hartley Act
In 1947, in response to growing public dis-

illusionment with labor union power and per-
ceived abuses, Congress amended the Wagner 

Act by passing the Labor Management Rela-
tions Act, better known as the Taft-Hartley Act. 
President Harry S. Truman vetoed the bill, but 
a Republican-controlled Congress mustered 
the necessary two-thirds vote in both houses to 
override Truman’s veto and make the bill law. 
Taft-Hartley outlawed the closed shop, but still 
permitted union and agency shop arrangements. 

Section 14(b) of Taft-Hartley is especially 
important. It allows individual states to go fur-
ther in protecting workers’ freedom of associa-
tion. Specifically, it declares that the Wagner Act 
“shall not be construed as authorizing the ex-
ecution or application of agreements requiring 
membership in a labor organization as a con-
dition of employment in any State or Territory 
in which such execution or application is pro-
hibited by State or Territorial law.” This clause 
provides the legal foundation for states to enact 
right to work legislation, thereby ensuring that 
workers can decide for themselves whether they 
wish to support a union, even when collective 
bargaining agreements are in place.7 

State Right to Work Laws
Florida and Arkansas both adopted RTW leg-

islation in 1944, three years before the passage 
of the Taft-Hartley Act. Two years later, Arizona, 
Nebraska, and South Dakota followed suit, as did 
Georgia, Iowa, North Carolina, Tennessee, Texas, 
and Virginia in 1947. Union leaders quickly 
pushed back, challenging the RTW laws of Ar-
izona, Nebraska, and North Carolina in court. 
The cases ran quickly through the courts, and in 
1948 the U.S. Supreme Court upheld the consti-
tutionality of the RTW laws in Lincoln Federal 
Labor Union v. Northwestern Iron and Metal.8

Today, the 24 RTW states are geographically 
concentrated in the southern and western por-
tions of the country. However, the two states 
that most recently adopted RTW laws—Indiana 
and Michigan—are located in the midwest.9 

Although the number of RTW states has grown 
only modestly in recent decades (only Oklahoma, 
Indiana, and Michigan have become RTW states 
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in the past 25 years), the proportion of the Amer-
ican population living in a RTW environment has 
steadily grown, jumping from about 29 percent in 
1970 to 46 percent by 2013.10 Part of that growth 
reflects a growth in the geographic area covered 
by RTW laws and even slightly higher rates of 
fertility in those states. The fact remains that a 
majority of the growth results from very consid-
erable migration of Americans out of non-RTW 
states and into RTW states.

Although the number of RTW states 
has grown only modestly in recent 

decades, the proportion of the Amer-
ican population living in a RTW envi-

ronment has steadily grown
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THE EFFECT OF RIGHT TO WORK 
laws on other economic indicators has 
been a subject of intense study since the 

laws were first introduced in the 1940s. A body 
of research suggests that RTW laws are a signif-
icant factor in explaining state variations in ar-
eas such as industry location, human migration, 
and economic growth. 

Right to Work Laws’ 
Contribution to Economic 
Growth

Historical evidence shows that unioniza-
tion increases labor costs, perhaps 10 percent 
or more from what would otherwise be the 
case.11 In turn, those increased labor costs make 
a given location a less attractive place to invest 
new capital resources and thus create jobs. 

Suppose a firm is contemplating locating its 
operation in southwestern Ohio, where there is 
no RTW law, or just across the border in Indi-
ana, which has a RTW law as of 2012. Suppose 
general labor market conditions are similar in 
both areas, with wages for most unskilled work-
ers being about $10 an hour. Suppose, however, 
the firm considers the possibility of unioniza-
tion to be high in Ohio, but low in Indiana, and 
that unionization will add at least 10 percent to 
labor costs. Because labor costs are perhaps 50 
percent—or even more—of total costs, this con-

cern means the firm considers it a real possibil-
ity that total per unit costs of producing output 
could be at least 5 percent higher in Ohio, there-
fore encouraging it to locate in Indiana instead. 

Thus, other things being equal, capital will 
tend to migrate away from non-RTW states 
where the perceived costs of unionization are 
relatively high. Over time, in the absence of 
other changes, capital migration works to lower 
the ratio of capital to labor in non-RTW states 
relative to those with RTW laws. Because labor 
productivity is closely tied to the capital re-
sources (machines and tools) that workers have 
available, it will tend to grow more in the RTW 
states, thus stimulating economic growth, which 
includes growth in wages and employment.

It is true that RTW laws could stimulate the 
migration of labor (and we will later show this 
to be the case). Workers—seeing the migration 
of capital resources to RTW states—may follow 
capital into those states, partly because they 
prefer the freedom not to join a union, though 
more likely because they perceive greater job 
opportunity. Total output also rises noticeably 
in the RTW states as a result of the influx of 
both labor and capital resources.

Plant Location and 
Employment Growth

Much evidence supports the notion that 
RTW laws attract industry to a state. In a 1983 

Right to Work Laws  
and Economic Growth

Basic Economic Principles
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econometric analysis of the movement of in-
dustry to Southern states throughout the 1960s 
and 1970s, Louisiana State University econo-
mist Robert Newman concluded,  “RTW laws 
have not only affected movement to the South, 
but have also influenced movement within the 
South as well.”12 Newman further found that, 
“the RTW variable in both a South and non-
South regression ‘carries its own weight’ and, 
hence, the widely held notion that RTW laws 
are a uniquely Southern phenomenon cannot be 
supported by these data.”13 These conclusions 
suggest that RTW laws themselves were a sig-
nificant factor in attracting businesses to the 
South.

A more recent study tested the broader is-
sue of the effect of business climate on industry 
plant location, but it used the existence or ab-
sence of a RTW law as a proxy for a favorable 
or unfavorable business climate. In the analysis, 
economist Thomas Holmes of the University 

of Minnesota and the Federal Reserve Bank of 
Minneapolis examined how manufacturing ac-
tivity differs in counties that border each other 
but are located in states that have starkly con-
trasting business climates. The assumption is 
that any two bordering counties will be highly 
similar in most respects except for the policy 
environment businesses face. Holmes found: 
“On average, the manufacturing share of to-
tal employment in a county increases by about 
one-third when one crosses the border into the 
pro-business side.”14 Although this result is at-
tributed to the overall state policy effects—and 
not specifically the existence of a RTW law—
the finding is still strong that business-friendly 
states attract new industry.15

Another useful analysis is a comparison of 
total employment growth in RTW states ver-
sus that in non-RTW states. Using data from 
the Bureau of Economic Analysis from 1977 
through 2012, Chart 1 displays this compari-

CHART 1. TOTAL EMPLOYMENT GROWTH, 1977–2012
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Source: Bureau of Economic Analysis.
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son. Over the 35-year period, nationwide total 
employment grew by 71 percent. RTW states 
significantly outpaced this average, with em-
ployment growing by 105.3 percent. Non-RTW 
states lagged behind both, with an employment 
growth of only 50.0 percent. More jobs were 
created in the RTW states, despite their hav-
ing much smaller initial populations and labor 
force. Although this statistic alone cannot prove 
that RTW laws cause employment growth, be-
cause it does not control for other factors, it is 
another indicator that a significantly positive re-
lationship likely exists between the two.

Migration into Right to Work 
States

As indicated, the rise in the capital-labor ratio 
associated with the lower perceived labor cost 

that arises from RTW laws is at least partially 
offset by the fact that workers, seeing greater 
economic opportunity in the RTW states, tend 
to migrate to them. Census data show, for ex-
ample, that from 2000 to 2009 more than 4.9 
million native-born Americans moved from 
non-RTW to RTW states—an average of more 
than 1,450 persons per day.16

The migration data are interesting in another 
respect. A person’s movement from one geo-
graphic location to another can be reasonably 
considered evidence that the new location is pre-
ferred to the old one. At the very least, the mas-
sive migration to RTW states suggests that the 
economic vitality associated with RTW states 
appeals to large segments of the population. 

Chart 2 displays net domestic migration for 
the period 2000–2009, comparing RTW and 
non-RTW states. Over this period, approxi-
mately 4.9 million people migrated from non-

CHART 2. NET DOMESTIC MIGRATION WITHIN  
THE UNITED STATES, 2000–2009*
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Source: U.S. Census Bureau.
*Note: Data exclude the District of Columbia and all U.S. territories.
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RTW states to states that had an RTW law. It 
appears that millions of Americans voted with 
their feet by moving away from non-RTW states 
throughout the first decade of the 21st century. 

It is important to note that although Chart 
2 gives the domestic migration rate for all mi-
grants (regardless of age), a significant propor-
tion are people of working age, including young, 
college-educated workers. In fact, a detailed 
Census Bureau analysis of the 2000 Census re-
vealed that more than a third of all domestic 
migrants within the United States were between 
the ages of 25 and 39 and that no other segment 
of the population was more mobile than 25- to 
39-year-olds.17 Furthermore, the census analysis 
found that roughly 75 percent of young, col-
lege-educated adults moved at some point be-
tween 1995 and 2000. 

Wage Effect
The effect of RTW laws on employee wages 

has been another topic of significant academic 
research. However, economists have not come 
to a consensus on the topic, because some stud-
ies conclude that there is a negative relation-
ship while others argue that the relationship is 
positive.18 A 2003 study by economist Robert 
Reed, then at the University of Oklahoma, helps 
clear some of the ambiguity by demonstrating 
that when one controls for the economic condi-
tions of a state prior to its adoption of a RTW 

law, the relationship between RTW and wages 
is positive and statistically significant. Reed es-
timates that when “holding constant economic 
conditions in 1945—average wages in 2000 
[were] 6.68 percent higher in RTW states than 
[in] non-RTW states.”19

Controlling for economic conditions in a 
state prior to the enactment of a RTW law is 
important. A majority of RTW states, especially 
in the South, were historically poorer than 
states in the industrial Northeast and Midwest. 
Thus, without controlling for this condition, 
one would find that wages in RTW states would 
be lower than wages in other states, but such a 
“finding” would be gravely distorted by the lack 
of context. Reed’s study, by taking this context 
into account, indicates that the passage of RTW 
laws may boost workers’ wages.

This finding may seem to contradict the ob-
servation that, initially, workers’ wages typi-
cally rise a bit after joining a union. However, 
there appears to be both a short-run and long-
run effect. In the short run, unionization may 
force wages up for those involved, but in the 
long run the debilitating impact on capital 
formation and the movement of human capi-
tal—workers—leads to lower growth in per 
capita income, so the overall long-term effect 
of unionization is negative, implying a positive 
effect of RTW laws that reduce union labor 
market power. 
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Right to Work Laws  
and Income Growth

A State-by-State Analysis

FOR ONE TO GET A BASIC PICTURE 
of the correlation between RTW laws and 
the growth in citizens’ incomes, Chart 3 

shows the long-term rates of economic growth, 
defined as the growth in inflation-adjusted total 
personal income between RTW and non-RTW 
states over the period 1977–2012.

The data show that nationally, real total per-
sonal income grew by 123 percent, meaning 
that—after adjusting for inflation—total per-
sonal income in the United States more than 
doubled in this 31-year span. Compared to 
the national average, RTW states experienced 
substantially higher growth—at a rate of 165 

CHART 3. GROWTH IN REAL PERSONAL INCOME, 1977–2012
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percent—indicating that inflation-adjusted total 
personal income in those states was about 2.8 
times higher in 2012 than in 1977. Conversely, 
non-RTW states saw below average growth of 
99 percent, meaning that real total personal in-
come did not quite double in those states during 
this same period.

Population growth is part of the driving 
force behind total growth in real personal in-
come. Right to work states have experienced 
above-average population growth during 
this period, which would explain part of the 
above-average growth in real personal incomes 
shown in Chart 3. Perhaps a better way to mea-
sure economic growth is to measure the growth 
in per capita income, which allows us to ex-
amine how the average individual’s personal 
income level changes over time. Chart 4 reports 
our results after adjusting for changes in pop-
ulation size.

Even after controlling for population growth, 
growth in real per capita incomes in RTW states 
is substantially higher than both the national 
average and non-RTW states. The real income 
for the average person in a RTW state was 65 
percent higher in 2012 than it was in 1977, 
while for non-RTW states, it was only 50 per-
cent higher.

Regression Analysis
Although Chart 4 suggests that there is an 

important and positive relationship between 
RTW laws and economic growth—that is, states 
with RTW laws have experienced above-aver-
age economic growth while states without such 
laws have seen below-average growth—it does 
not control for other factors that may have af-
fected economic growth in the various states 

CHART 4. GROWTH IN REAL PER CAPITA INCOME, 1977–2012
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during this period. For instance, we might ex-
pect states with more highly educated popula-
tions to have higher levels of economic growth. 
We included this and other factors in our re-
gression analysis to control for the effects they 
might have on growth. However, we should 
caution the reader that some possible determi-
nants of growth are difficult to measure (for ex-
ample, the extent of environmental regulations) 
and are not included in the analysis. Following 
accepted practice in building state-level growth 
models, we restricted our analysis to the 48 con-
tiguous states for the regression. The results of 
our regressions are reported in Table 1.

We developed several regression models try-
ing to explain interstate variations in the rate 

of personal income growth, including the exis-
tence or absence of an RTW law as the key vari-
able, while also incorporating a series of other 
variables to control for other influences. In Ta-
ble 1, we report one such model incorporating 
five non-RTW variables for control purposes: 

1.	 Change in the employment-population 
ratio; 

2.	 Change in the proportion of the adult popu-
lation with bachelor’s degrees or more; 

3.	 Number of years since statehood (“age of 
state” in Table 1, in line with one thesis ar-
guing that with the state aging, special in-
terest groups coalesce and adopt policies 
inimical to growth);

TABLE 1. REGRESSION RESULTS FOR RIGHT TO WORK LAWS AND 
ECONOMIC GROWTH, 1977–2012

Dependent Variable: Growth in Real Per Capita Income
Ordinary Least Squares Estimation
N = 48a

Variable Coefficient T-ratio Significance

Constant 0.0663751 0.5127

Right to Work 0.114886 3.5736 ***

Change in Employment-to-Population Ratio 1.47039 2.7535 ***

Change in College Attainment 1.48377 2.9825 ***

Age of State 0.00146862 3.0223 ***

Average Manufacturing −0.892472 −2.2535 **

Population Growth −0.0589838 −1.3811

Statistic Value

R-squared 0.610115

Adjusted R-squared 0.553058

F(6, 41) 10.69318

P-value(F) 3.93e-07

a. This model includes only the 48 contiguous states, thus excluding Alaska and Hawaii, as well as the District of 
Columbia.
* p < 0.1, ** p < 0.05, ***p < 0.001
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16      An Interstate Analysis of Right to Work Laws

4.	 Percentage of the nonagricultural working 
population in manufacturing (“Average 
Manufacturing”); and 

5.	 Rate of population growth. 

As Table 1 shows, our regression results in-
dicate that states with RTW laws, on average, 
saw higher growth rates than did states with-
out such a law. Our results suggest that the 
overall effect of a RTW law is to increase eco-
nomic growth rates by 11.5 percentage points 
(for example, from 40.0 to 51.5 percent). This 
result is significant at the 99 percent confi-
dence level. 

Not surprisingly, we also see a positive re-
lationship between economic growth and in-
creases in both the employment-to-population 
ratio and the proportion of adults with college 
degrees. We see a negative relationship between 
manufacturing and growth, indicating that 
states that are more manufacturing intensive 
have seen lower levels of growth over the past 
30 years. Similarly, states with higher levels of 
population growth have seen, on average, lower 
levels of real per capita income growth, though 
this relationship is not significant even at the 90 
percent confidence level.

Although the relationship between RTW and 
economic growth in Table 1 is statistically sig-
nificant and positive, is it meaningfully large? 
From the statistical results described earlier, we 
can provide insight into an answer to this ques-
tion: “What would have happened to income 
levels over the 35-year period of 1977–2012 in 
states that did not have an RTW law in 1977 
had they, in fact, adopted one by 1977?” 

We converted per capita income levels in 1977 
dollars to 2012 dollars and then calculated the 
actual rate of growth. We then calculated what 
per capita income would have been—based on 
the estimation in Table 1—if those states had an 
RTW law. We made the calculations based on 
the coefficient on the RTW variable in Table 1; 
specifically we assumed that the presence of an 
RTW law would add 11.49 percentage points 
to the observed rate of growth.

Next, we ranked the states by the lost per 
capita income associated with the absence of an 
RTW law (see Table 2). Excluded from the ta-
ble are 20 states that already had RTW laws in 
1977 (they had no income loss in the subsequent 
period). Two states, Idaho and Oklahoma, ad-
opted RTW laws during that time span and, we 
estimate, faced some loss of income from not 
having adopted the laws earlier. Although In-
diana and Michigan have adopted RTW, that 
adoption came at the very end of the period, 
so they did face full economic losses associated 
with the absence of a law allowing workplace 
freedom.

Most non-RTW states had an estimated 
loss in per capita income between $2,500 and 
$3,500. Idaho and Oklahoma had lower num-
bers because they had RTW laws in place for 
part of the period. Those numbers are large 
for all affected states. The median figure for all 
states, $3,278, implies an income loss per family 
of four of more than $13,000 a year ($3,278 
times four). That is the difference between, say, 
living in a three-bedroom home with one car 
and taking only one, short, nearby vacation to 
living in a larger four-bedroom home with two 
cars and taking a longer European vacation or 
a cruise. It is the difference between sending 
your children to a low-cost nearby community 
college and sending them to live four years at 
the state’s flagship university or even a private 
college.

The total estimated income loss in 2012 
from the lack of RTW laws in a majority of U.S. 
states was an extraordinary $647.8 billion—
more than $2,000 for every American, including 
those in RTW states. Table 2 fails to account for 
vast variations in population between the states. 

Table 3 lists the 30 non-RTW states by the 
estimated annual income loss in total dollars, 
taking into account the population differences 
between the states. 

More than half of the estimated economic 
damage from the absence of RTW laws, as 
measured by personal income, occurred in just 
five states: California, New York, Illinois, Penn-
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sylvania, and Ohio. This damage, of course, is 
mainly because those states have large popula-
tions. At the level of the individual, the dam-
age from an absence of RTW laws is as great or 
greater in, say, Maryland or Hawaii as in New 
York. The 6th- and 11th-ranked states, Mich-

igan and Indiana, have recently adopted RTW 
laws, and one would anticipate some economic 
revival in those states over time. 

Michigan is the poster child for the devas-
tating effects of unionism run amok, which 
priced iconic American businesses such as 

Rank State Per Capita Income Loss
1 Alaska $5,238
2 Connecticut 3,752
3 California 3,732
4 New Jersey 3,674
5 Illinois 3,640
6 Hawaii 3,630
7 Maryland 3,560
8 Wisconsin 3,547
9 New York 3,539
10 Michigan 3,460
11 Delaware 3,436
12 Washington 3,393
13 Pennsylvania 3,373
14 Massachusetts 3,314
15 Colorado 3,280
16 Oregon 3,275
17 Ohio 3,260
18 Minnesota 3,223
19 Indiana 3,119
20 Missouri 3,040
21 Rhode Island 3,037
22 New Hampshire 2,988
23 Montana 2,883
24 Vermont 2,679
25 Maine 2,662
26 New Mexico 2,638
27 West Virginia 2,623
28 Kentucky 2,597
29 Oklahoma 1,961
30 Idaho 725
Source: Authors’ calculations from Table 1; see text for details.

TABLE 2. ESTIMATED PER CAPITA INCOME LOSS ASSOCIATED WITH NOT 
HAVING A RIGHT TO WORK LAW, 30 NON-RTW STATES
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General Motors out of the market and led to 
their bankruptcy. In 1977, Michigan’s per cap-
ita income was 7.4 percent above the national 
average; by 2012, it was some 12.2 percent 
below the average. According to the statisti-
cal estimation in Table 1, about two-thirds of 

the current deficiency in Michigan’s actual per 
capita income relative to the national aver-
age would have been eliminated if it had an 
RTW law. In 1977, Michigan had 14.5 percent 
higher income per capita than RTW Texas. 
By 2012, by contrast, income per capita was 

Rank State Estimated Personal Income Loss ($ billions)
1 California $141.969
2 New York 69.258
3 Illinois 46.865
4 Pennsylvania 43.053
5 Ohio 37.633
6 Michigan 34.195
7 New Jersey 32.570
8 Washington 23.402
9 Massachusetts 22.025
10 Maryland 20.310
11 Indiana 20.389
12 Wisconsin 20.310
13 Missouri 18.307
14 Minnesota 17.337
15 Colorado 17.015
16 Connecticut 13.471
17 Oregon 12.770
18 Kentucky 11.376
19 Oklahoma 7.481
20 New Mexico 5.502
21 Hawaii 5.054
22 West Virginia 4.867
23 New Hampshire 3.946
24 Alaska 3.831
25 Maine 3.538
26 Rhode Island 3.190
27 Montana 2.898
28 Delaware 2.896
29 Vermont 1.677
30 Idaho 1.157
Source: Authors’ calculations from Table 1 and 2 for population during 2012.

TABLE 3. ESTIMATED INCOME LOSS FROM HAVING NO RTW LAW 
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more than 10 percent higher in Texas than in 
Michigan. 

Although less dramatic, the story is sim-
ilar in Indiana. In 1977, Indiana was already 
slightly below the national average in income 
per capita, with a 3.2 percent gap, which had 
quadrupled to 13.6 percent by 2012. Again, 
our estimation is that a solid majority of the in-
come deficiency relative to the national average 
would have been eliminated had the Hoosier 
State adopted an RTW law in 1977 or earlier. 

As in most statistical analyses, some caveats 
are in order. 

First, these numbers are meant to illustrate 
that the overall affect of RTW laws on econ-
omies is potentially very large. They are not 
meant to be an exact statement of the economic 
damage associated with the failure to adopt 
RTW laws but rather are an estimate with the 
maximum likelihood of being correct. Any sta-
tistical analysis involves some errors arising 
from chance, from failure to precisely measure 
relevant variables, from variables excluded 
from the analysis because of data limitations, 
and from other factors. 

Second, there are many determinants of eco-
nomic growth. Although labor laws are import-
ant, so are several other factors. Many prosper-
ous states are without RTW laws, particularly 
in the northeast, and they have benefited from 
booms in particular sectors, such as financial 
services or high technology, where unions never 
gained a foothold. Yet our results suggest states 
would excel even more if they had the benefits 
of an RTW law. Also, in a few states with RTW 
laws, growth rates have not been particularly 
outstanding, in part because other factors have 
impeded growth. Again, the RTW environment 
helped to mitigate what otherwise would have 
been a sharp economic decline relative to other 
states.

The dollar amounts given earlier are esti-
mates. They are heavily dependent on the re-
gression coefficient in Table 1. Different mod-
els were also tried, always showing a positive 

relationship between the presence of an RTW 
law and economic growth—however the pre-
cise magnitude of the relationship varied with 
the model chosen. The one we chose had a 
coefficient on the critical RTW variable that 
was not at either extreme among the various 
models used, but the correct figure might be 
fairly substantially higher or lower than we 
used here.

The results in Table 1 explain only about 60 
percent of the variation in growth rates over the 
period 1977–2008, which is a majority to be 
sure, but another 40 percent is still unexplained. 
There may be a significant “omitted variable 
bias” in this simple regression model. 

That said, suppose we have grossly overesti-
mated the effect of RTW laws, say by a factor 
of four, so the real effect is 75 percent lower 
than we estimated. Even so, the passage nation-
wide of RTW laws could have real substantial 
positive effect—instead of a negative impact of 
$13,000 a family after 35 years, or as the num-
bers intimated earlier, “only” $3,000. That is 
still a substantial positive effect for a legislative 
change that imposes no costs on taxpayers.

It is also true that the future effect of RTW 
laws may be different from that in the past. La-
bor union densities have declined substantially 
(by more than half) over the past 40 years, even 
in the non-RTW states, so the damage asso-
ciated with union coercive powers would be 
smaller in the future than in the past. Similarly, 
the trend within the union movement from pri-
vate to public employment is noteworthy. How 
that changing mix of employees influences the 
positive effects of RTW laws is not known with 
any certitude. 

Finally, it is possible to perform more com-
plex statistical analyses. One might question, 
for example, the direction of causation with re-
spect to some of the variables included in the 
earlier analysis. Theoretically, a general equilib-
rium analysis is superior because it takes into 
account the complex interaction between many 
variables that affect economic growth. 

58402.1_CEI_RighttoWork.indd   19 7/23/14   10:25 AM



20      An Interstate Analysis of Right to Work Laws

Union Membership Trends in the 
United States

THE PERCENTAGE OF AMERICANS 
belonging to unions has declined sharply 
over time. Chart 5 shows the proportion 

of all nonagricultural wage and salary employ-
ees that are union members for all states in the 
nation. Chart 6 shows that in 2013 public union 
membership in the United States accounted for 

about half of all union membership; by con-
trast, in 1983, two-thirds of all union members 
in the United States were in the private sector.

This continuous and sharp decline in union 
membership suggests that despite all the privi-
leges provided to unions under the Wagner Act 
“to encourage collective bargaining,” Americans 

CHART 5. UNION MEMBERSHIP IN THE UNITED STATES, 1965–201320
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Sources: http://unionstats.com/; also see Hirsch, Macpherson, Vroman (2001).

58402.1_CEI_RighttoWork.indd   20 7/23/14   10:25 AM



Competitive Enterprise Institute      21

are “just saying no” to unionization.21 Thus, the 
notion that the public interest is served by pro-
viding special legal privileges to a sector that is 
increasingly unpopular with its potential client 
base is increasingly suspect. Moreover, the in-
creasing domination of organized labor by gov-
ernment employee unions raises the possibility 
that public employers, not faced with the same 
market imperatives as private ones, will gener-
ally take the path of least resistance and accede 
to unions’ high-compensation demands—such 
as fully employer-paid, luxury, health-insurance 
policies—thereby creating a protected class of 
workers. 

Additionally, there is the purely political 
question of whether a diminished union mem-
bership has the political clout to stop a legis-
lative change—RTW laws—that most likely 
would be popular among the general populace. 
The recent experiences in Indiana and Michi-
gan suggest this question may be increasingly 

relevant to many Americans living in non-RTW 
states.

Regional Aspects of 
Declining Labor Union 
Membership

The long-term decline in union membership 
has been universal across the nation, but its se-
verity has varied considerably. Looking at state 
labor union membership for the years 1978 and 
2012, for example, we observe 31 states where 
(a) the proportion of the labor force in unions 
declined by at least one half, (b) fewer than 
10 percent of workers were union members in 
2012, or (c) both. Those states are ones where 
it can be said that unionism represents a small 
minority of workers, has been in severe decline, 
or both. Another eight states—Alaska, Hawaii, 
Michigan, New Jersey, New York, Oregon, 

CHART 6. UNION MEMBERSHIP IN THE UNITED STATES, BY SECTOR (2013)
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Sources: http://unionstats.com/; also see Hirsch, Macpherson, Vroman (2001).
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Rhode Island, and Washington—still have a rel-
atively strong labor union presence of 15 per-
cent or more. Michigan is unique in that it is on 
both lists—it has had sharply declining union 
membership but still maintains a significant 
union presence. Twelve states are on neither list; 
they had 10 to 15 percent of their work force in 
unions in 2012 and have witnessed meaningful 
but not drastic decline—below 50 percentage 
points—in the proportion of their population 
belong to unions.

The 31 states where unions are relatively 
weak or severely declining include 22 RTW 
states—all such states except Iowa and Nevada. 
It is interesting that all three states that have 
joined the ranks of the RTW states in the 21st 
century—Oklahoma, Indiana, and Michigan—
are in the category of declining or weak union 
states. It would seem that being in that category 
increases the probability that political forces fa-
voring the adoption of RTW laws are likely to 
succeed, because unions are relatively numer-
ically weak or facing serious internal problems 
relating to massive membership decline. The nine 
non-RTW states among the 31 weak union states 
include Colorado, Delaware, Illinois, Kentucky, 
Missouri, Ohio, Pennsylvania, West Virginia, 

and Wisconsin. Those states contain more than 
60 million people, which is more than one-third 
of the population in states without RTW laws. 
It is noteworthy that efforts to enact RTW are 
purportedly under way in several of those states.

If we look only at the 26 states where the 
density of union membership declined by more 
than 50 percent, 18 of the 22 long-term RTW 
states (those which have had RTW laws for at 
least 10 years), or 82 percent of the total, are 
included. Among the other 28 non-RTW states, 
only eight are included, 28 percent of the total. 
In short, the incidence of sharp union member-
ship decline was more prevalent in states where 
workers faced no legal or contractual obstacles 
to forgo membership. As Table 4 shows, of the 
10 states with the steepest declines in union 
membership from 1964 to 2012, none had 
RTW laws prior to 2012 (Indiana and Michi-
gan both adopted their RTW laws in 2012).22 
This observation suggests that had RTW been 
universally adopted (meaning the Wagner Act’s 
compulsory unionism provisions did not ex-
ist), it is likely that the decline in membership 
nationally would have been even more severe. 
When given a free choice, many workers choose 
not to join unions.

State Decline in Union Membersship (in percentage points)
Indiana 31.7
Michigan 28.0
Washington 25.7
Ohio 24.9
West Virginia 24.5
Pennsylvania 24.1
New Jersey 23.3
Montana 23.1
Oregon 22.8
Minnesota 22.6
Sources: http://unionstats.com/. See also Hirsch, Macpherson, Vroman (2001). Authors’ calculations.

TABLE 4. TOP 10 STATES IN UNION MEMBERSHIP DECLINES, 1964–2012
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Conclusion

THE EVIDENCE IS COMPELLING 
that RTW laws add demonstrably to the 
material quality of people’s lives. Peo-

ple have been migrating in large numbers from 
non-RTW states to RTW ones for years. Statis-
tical evidence suggests that economic growth is 
greater in RTW states. Incomes rise following 
the passage of RTW laws—even after adjusting 
for the substantial population growth that those 
laws also induce. RTW states tend to be vibrant 
and growing; non-RTW states tend to be stag-
nant and aging. 

To be sure, there are exceptions to every rule, 
and many other factors affect economic growth. 
Thus, much of New England is relatively prosper-
ous despite the absence of RTW laws—though 
again, it is worth noting that unions never gained 
a foothold in the region’s most thriving sectors 
such as high technology. Nonetheless, even those 
areas likely would have benefited from such leg-
islation. The evidence suggests that if non-RTW 
states had adopted RTW laws 35 years ago or so, 
annual income levels would be perhaps $3,000 
per person higher today, with the effect varying 
somewhat from state to state. Even if that con-

clusion seriously overstates the results of RTW 
laws, the true effect is still likely quite substantial.

Between 1977 and 2010, it seemed as if a 
delicate political balancing act precluded major 
legislative changes from occurring. Although 
public opinion increasingly favored RTW 
laws, the states without such laws had pow-
erful unions that could exert enough political 
power to defeat efforts to enact RTW legisla-
tion. However, pro-RTW forces were gaining 
strength during this period. Idaho and Okla-
homa adopted RTW laws. Millions of Ameri-
cans migrated from non-RTW states to RTW 
states. Union membership has fallen sharply. 

We have now entered a new era. Already, In-
diana and Michigan have adopted RTW laws. 
Several states with sharp declines in union 
membership located near existing RTW states 
may adopt such laws in the future—Missouri 
and Ohio are two possibilities. The day is near-
ing when a majority of Americans could enjoy 
the full workplace freedoms that RTW laws ac-
cord. Drawing on the preponderance of statisti-
cal evidence, most people will find this change a 
welcome development.
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