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President's Notes 
In 2012, Indiana and Michigan became the 23rd and 24ch states co adopt right-co-work legislation that makes it 

illegal to require workers co join a union as a condition of employment. 

In an effort co determine whether W isconsin should consider similar legislacion, the W isconsin Policy Research 
Institute decided last fall co undertake two different lines of research: a poll of public opinion and an analysis of potential 
economic impacts. 

In January, the 2015 WPRI Poll of Public Opinion determined that approximately twice as many Wisconsinites would 
vote in favor of right-co-work legislation as would vote against ic (62% co 32%). Over three-quarters of respondents (77°/o), 
meanwhile, said they think no Americans should be required to join any private organization, such as a labor union, 
against his or her will. 

In addition, a plurality of the 600 respondents, said they believe a right-to-work law will be economically beneficial for 
the state. Four in 10 (40%) said such laws will "improve economic growth in Wisconsin," 29°/o said they believe the laws 
"will not affect economic growth" and 27% said such laws will "reduce economic growrh ." 

This paper (the second vein of WP RI inquiry on the issue) shows that what a plurality of state residents intuitively 
believes - that right-to-work laws are economically beneficial - is backed up by statistical analysis. 

WPRI commissioned this paper by one of America's fo remost experts on right-to-work, Ohio University economise 
Richard Vedder, months ago. Or. Vedder and his colleagues, Joe Hartge and Christopher Den harc, happened co be fin ish­
ing ic up just when legislative leaders decided co bring a righc-co-work bill to the floor chis week. W hile he did not see the 
bill prior to conducting this analysis, right-co-work is a scraighcforward concept char varies licde from scare to state. As a 
result, we believe this paper - by comparing economic growth in states char have had right-to-work to those that have not 
and calculating the potential impact in Wisconsin - provides the best, most nuanced and most accurate analysis that has 
been done in the Badger State. 

It is our hope that legislators, as they engage in debate in the coming days, wi ll consider both Dr. Vedder's findings and 
the fact that a majority of W isconsinites support right-co-work as an issue of fundamental personal freedom. 

M ike N ichols 
President 
W isconsin Policy Research Institute 
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Executive Summary 
Over the lase 30 years, states with right-co-work (RTW) 

legislation have experienced greater per capita personal 
income growth than ocher states. And chat positive correla­
tion becween right-to-work and higher incomes remains 
true even after controlling for other important variables 
{such as tax races in various scares) that might have had a 
simultaneous impact. 

O ur statistical results suggest that, in fact, the presence 
of a RTW law added about six percentage points to the 
growth race of RTW states from 1983 co 2013. W ith such 
a law, W isconsin's per capita personal income growth of 
53.29°/o would have been, instead, about 59.29%. Wisconsin 
would have gone from having economic growth below 
the national average over chose three decades co having 
slightly above average growth - enough above average that 
it would have erased the current income per capita deficit 
becween Wisconsin and the nation as a whole. 

W isconsin's per capita personal income received from 
all sources in 2013 was $43,244, according co the Bureau 
of Economic Analysis - $1,521 less than the national aver­
age of $44,765. 

Our regression analysis suggests that had W isconsin 
adopted a RTW law in 1983, per capita income would 
have been $1,683 higher in 2013 than it actually was - and 
would have brought the state slightly over the national 
per capita personal income average. 

There are some caveats that apply co all such analysis. 
Although the results are strong, the reader is urged co be 
very cautious in using the precise estimation . Some pos­
sible determinants of economic growth are very difficult 
or impossible co measure, such as che extent of statewide 
environmental regulations, and there may be a significant 
"omitted variable bias" in this simple regression model. 
Ac the sam e time, it is unlikely che inclusion of o ther 
variables would materially alcer the estimations with 
respect to RTW 

Finally, the results in question look at the past -
the 1980s through 2013. Labor unions today have a smaller 
presence than they used co, so the effects of a RTW law 
might reasonably be expected to have a somewhat smaller 
impact in the future - especially in W isconsin where Act 
IO is already having an economic impact. 
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That said, it is a fact chat W isconsin has fallen behind. 
As this study indicates, Wisconsin's role in the national 
economy has shrunk with the passage of time. Our analysis 
suggests chat passage of a RTW law likely would slow and 
possibly reverse this trend. 
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Introduction 
Residents ofWisconsin are among the luckiest people on 

earth, since living in the United Scares means they share in 
the fruits of American prosperity. By world and historical 
standards, chose living in the Badger Scace today typically 
have high standards of living with a long life expectancy. 
Yee nor all is good - by some measures, the scare has not 
fully maximized its economic potential. 

In 1950, over $22 of every $1,000 in personal income 
generated in the Uni ted States was earned by W isconsin 
residents (see Figure 1). That figure fell steadily co only 
$17. 55 by 2013 - a decline of over 20%. Most of this reflects 
relatively slow population growth; Wisconsin has not 
attracted che in-migrants, including immigrants, typical 
in che nation as a whole, which, in itself might reflect a 
perception char Wisconsin is not a particularly attractive 
place co live. Secondarily, income growth for residents 
over the 1950-2013 period was modestly below the national 
average. In 1950, per capita income in Wisconsin was 
1.63% below the national average; in 2013, che income 
deficit was more than double that. 

W hy is chis? There are probably dozens of factors that 
help explain a st;ire's econom ic performance relative to 

other states. Taxes, the proportion of the population in 
manufacturing o r agriculture, educational attainment 

levels of che population, variations in che demographic 
characteristics of the population, natural resource avail­
ability, state regulatory policies, even the climate of the 
state - these are some of the factors often cited. But since 
goods and services are produced primarily from the use 
of labor, labor laws and regulations are potentially very 
important. In particular, this study focuses o n righc-co­
work (RTW) laws. Wisconsin and 25 other states have no 
RTW law, but 24 states do. Does the absence of a RTW 
law in Wisconsin help explain why its per capita income 
remains below the national average? 

This study analyzes the impact of right-to-work laws 
on economic behavior. Do states with such laws fare bet­
ter as a consequence of their adoption? Is the impact of 
a RTW law small or large? We conclude chat Wisconsin 
would have fared better over the past several decades had 
it passed such a law. The implication is strong chat the 
adoption of a RTW law in W isconsin would stimulate 
economic activity, probably largely eradicating the gap in 
per capita income currently existing between W isconsin 
and the rest of the nation. Econometric analysis is not error 
free, nor is future behavior necessarily going co precisely 
emulate that of che past. Nonetl1eless, the statistical results 
here are strong enough to suggest with a fairly high level 
of certainty chat W isconsin would benefit from having a 
right-co-work law. 

Figure 1: Wisconsin Personal Income per $1000 
of U.S. Income, 1950-2013 
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Source: U.S. Bureau of Economic Analysis, authors' calculations 
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Organized Labor and "Right-to-Work" 
Legislation in the United States 

The earliest record of an organized labor strike dates 
back well before New Deal era legislation strengthened 
collective bargaining. Indeed, in 1768, New York jour­
neymen tailors protested wage reductions. In 1794 (only 
seven years after the Constitution of the United States was 
drafted'), the Federal Society of]ourneymen Cordwainers 
was formed in Philadelphia.1 From here, organized labor 
took the form oflocal craft unions, which would publish 
prices for goods as a way to ensure high wages in the face 
of cheap labor influx. 

In Commonwealth v. Hunt (1842), Chief]ustice Lemuel 
Shaw opined that ''A labor combination to raise wages is not 
inherently illegal," providing the legal basis for organized 
labor and collective bargaining. Business management 
would fight unionization by the use of blacklists to target 
agitators or pro-union laborers. However, with the high 
ratio oflaborers to management, it was eventually inevitable 
that unionization would gain some traction. The National 
Labor Union was founded in 1866 by William Sylvis. While 
it was quickly dissolved, it was the first national labor 
federation in the United States, gave national attention to 
locally unio nized labor and fought for higher wages and 
shorter hours.3 As the N LU declined, the Noble Order 
of the Knights of Labor took up the mantle. In 1869, the 
Knights of Labor was founded, accepting all wage work­
ers, including African-Americans and women, skilled and 
unskilled, into its ranks. The Knights favo red an eight­
hour workday, equal pay for equal work, the abolition of 
child and convict labor, and public ownership of utilities. 
Despite rapid growth in the mid-188os, Knights mem­
bers were tarred as radicals as a result of the Haymarket 
riots in C hicago in 1886. In that year, the American 
Federation of Labor (AFL) was organized and Knights 
of Labor membership deteriorated.4 While membership 
grew, unions remained relatively weak until the 1930s. 

T he Norris-LaGuardia Act, signed by President 
Herbert Hoover in 1932, made agreements with man­
agement enforceable in federal court, restricted the use 
of court injunctions to stop strikes, and exempted unions 
from antitrust laws. Union activity expanded, as did 
the number of work stoppages, in the years to followJ 

But by far the most consequential step on this path 
to increased unionization came in 1935, when President 
Franklin Roosevelt signed the National Labor Relations 
Act (the Wagner Act). The Wagner Act, which granted col­
lective bargaining rights to private-sector workers but not 
public-sector workers, allowed for elections to determine 
whether workers would be represented by a union and, if 
the majority voted in favor, allowed the union to arrange 
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union security provisions within a firm. These provisions 
started with a "closed shop," which required workers to 
be unionized as a precondition of employment, but also 
included the "union shop," which allowed hiring of non­
union workers so long as they became unionized within a 
given time period (often 30 days), as well as the "agency 
shop," which allowed unions to collect dues from all work­
ers but did not require all workers to become members. 

Union membership swelled from 13.2% of non-agri­
cultural workers in 1935 to 28.9% in 1939 following the 
passage of the Wagner Act. The Wagner Act granted 
monopoly power in labor supply to unions by allowing 
them to coerce workers to join or financiaJly support 
their activities. 

By 1947, the public had grown more skeptical of the 
unchecked power of the large national unions. The previ­
ous year, the nation suffered through a record volume of 
strikes, including in critical industries such as coal, and 
public sentiment toward unions cooled sharply from the 
1930s. Accordingly, Congress passed (and overrode President 
Harry Truman's veto of) an amendment to the Wagner 
Act known as the Taft-Hartley Act. 6 Taft-Hartley outlawed 
closed shop arrangements, though union and agency shop 
provisions lived on. Section 14(b) of Taft-Hartley allows 
individual states to pass legislation to override union and 
agency shop provisions, thus giving legal foundation for 
them to adopt right-to-work legislation. 

1947 was not, however, the first instance of RTW laws. 
In 1944, Florida and Arkansas adopted RTW laws, fol­
lowed by Arizona, Nebraska and South Dakota in 1946. In 
1947, Georgia, Iowa, North Carolina, Texas, Tennessee and 
Virginia adopted RTW laws. These laws were challenged 
in court by union leaders in Arizona, Nebraska and North 
Carolina, which ultimately led to the 1949 U.S. Supreme 
Court case Lincoln Federal Labor Union v. Northwestern 
Iron and Metal Co., 335 U.S. 525 (1949). In this case, the 
court upheld the constitutionali ty of RTW laws.7 

RTW states have grown from two in 1944 to 24 today 
and have seen large growth in the proportion of American 
population, from only 29% as late as 1970 to 46% today.8 

States that have RTW laws also have slightly higher fertil­
ity rates and considerable net migration from non-RTW 
states over time. 

Union membership has been declining in relative terms 
since the 1960s, and while RTW legislation is a contrib­
uting factor in some places it is not the leading one. In 
the 1930s and '40s, the proportion of Americans working 
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in large industrial environments was much greater than 
today. Workers were less likely to work in managerial, 
technical or professional jobs, women made up a much 
smaller portion of the workforce and educational attain­
ment was much lower. Additionally, public (e.g., Social 
Security, worker's compensation, unemployment insur­
ance, Supplemental Nutrition Assistance Program, etc.) 
and private (e.g., private pension plans, 4m(k) accounts, 
IRAs, etc.) forms of income security were less available. 
Over time, fewer people as a percentage of the labor 
force have worked in large corporations, decreasing the 
communication chain between management and laborer, 
making it easier to quickly settle disputes.9 

The rise of the global economy and globalization has 
further diminished the monopoly power of national labor 
unions to hold wages above a competitive market race. 
Therefore, the relative decline in American labor-intensive 
industry (e.g., automobiles and manufacturing) is attrib­
uted in large part to American labor pricing itself out of 
competition through labor agreements dating to before 
the era of international labor competition. All of these 
factors reduce the attractiveness and strength of unions.'0 

Unionism in Wisconsin 

W isconsin has a long histo ry of higher than aver­
age union density. As shown in Figure 2, union 
membership in Wisconsin has accounted for a larger 
percentage of non-farm laborers than typical in all 
states in every year since at least 1965, excepting 2012. 

The strong union tradition in Wisconsin stretches back 
much further than chat, however. 

Unionization in Wisconsin began in 1847, when brick­
layers formed a union in Milwaukee. Carpenters in 1848, 
and dock workers, warehouse laborers and others followed 
suit. Over the next century, unions and workers helped 
transform the workplace. In the l88os, labor unions in 
Milwaukee lobbied co reduce daily work co eight hours. In 
19n, the state Legislature passed the nation's first worker's 
compensation laws. These required employers co finan­
cially compensate and provide medical attention for loss 
of life and limb. In 1932, unemployment compensation 
was passed in Wisconsin, followed by the important 1937 
Wisconsin Employment Relations Act, which added state 
support to workers' right to organize." Wisconsin ushered 
in collective bargaining rights for public employees in 1959· 

Figure 2: Union Membership Density, 
1964to 2013 
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of Labor, authors' calcularions 
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Public Unionization in Wisconsin 

Si mila r to most of the rest of the United States, 
Wisconsin has seen a decline in both private-sector and 
public-secto r unionization. Public-sector members in 
2010 (pre-Act 10) made up 49.6% of all union members 
in W isconsin. By 2013, that figure had fal len to 43.6%. 

Interestingly, though, the decline began long before 
legislative changes in state labor law instituted during the 
administration of Gov. Scott Walker. Since 2000, union 
representation among public-sector employees has fal len 
from 55% to 36%, wiping out just over one-third of union 
membership (see Figure 3). In that same period, Minnesota 
and Michigan have seen their percentage of public-sector 
employees in unions hold steady and rise, respectively. 12 

The union membership rate in W isconsin for both the 
public and private sector is about 11. 7% and in the private 
sector alone it is slightly less than 7%, according to the 
federal Bureau of Labor Statistics. 

However, the numbers of workers and busi nesses 
impacted is still large. There are sti ll 306,000 workers 
in Wisconsin's public and private sectors who are union 
members, according to 2014 Bureau of Labor Statistics 
figures. And when you include workers who are not 
union members but are represented by a union contract 
- whether they wane to be or not - that figure grows 
to 327,000 - 12.5% of the working population. 

Figure 3: Public vs. Private Unionization in 
Wisconsin, 1990 to Present 
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