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Executive Summary  

In this report we examine the way in which Right to Work (RTW) policy has affected economic outcomes 
across US states and we consider how the adoption of such a policy in West Virginia would likely affect 
economic outcomes in the state. We begin with a simple presentation of various economic outcome 
measures for states that have RTW policies in place versus states that have not adopted such policies. 
Highlights of this section of the report are as follows: 

¶ Over the period 1950 through 2014, union membership was consistently lower in RTW states 
compared to non-RTW states. 

¶ Employment has grown more rapidly in RTW states compared to non-RTW states. Overall, 
employment grew by a factor of 5.7 in RTW states between 1950 and 2014, nearly double the 
rate in non-RTW states. 

¶ Gross Domestic Product in RTW states grew faster between 1963 and 2013 compared to non-
RTW states. GDP grew by a factor of 7.8 in those states with RTW laws in place, compared with 
5.3 in non-RTW states. 

¶ Annual wage and salary rates were significantly lower in RTW states compared to non-RTW 
states between 1969 and 2013.  

¶ Employment growth in the manufacturing, construction, and mining sectors specifically has 
been stronger in RTW states compared to non-RTW states over the last five decades.  

While the simple examination of economic outcomes across the two groups of states is important in 
allowing us to understand our data and in the process of hypothesis formation, this superficial 
examination does not imply that RTW policy has caused the observed differences in economic 
outcomes. Instead, RTW policy may be correlated with other factors that could also influence economic 
outcomes, including other economic policies or factors as simple as climate.  

A key benefit of our approach is that we provide a more rigorous examination of the way in which RTW 
drives economic outcomes by controlling for a wide array of state-level policies and characteristics that 
may correlate with RTW and that may also influence economic outcomes. This careful approach allows 
us to arrive at a much more reliable estimate of the specific causal effect of RTW policy on state 
economic outcomes. Highlight of this section of the report are as follows: 

¶ We estimate that RTW policy leads to a reduction in the state-level rate of private-sector union 
membership of around 1.9 percentage points in the long-run. In other words, the rate of union 
membership is estimated to fall by around one-fifth as the result of the adoption of a RTW 
policy (based on an average rate of private-sector union membership of 10 percent over our 
entire 1990-2010 dataset). 

¶ We estimate that RTW policy leads to long-run rates of employment growth that are around 0.4 
percentage points higher than in non-RTW states. 

¶ We estimate that RTW policy leads to long-run rates of GDP growth that are around 0.5 
percentage points higher than in non-RTW states. 

¶ Our results fail to identify a statistically reliable relationship between RTW policy and the rate of 
change in real wage and salary rates. 



vi 

 

 
Bureau of Business & Economic Research 

 

We close with a consideration of how the adoption of RTW policy would likely affect economic 
outcomes in West Virginia. No factors were identified that would lead one to doubt that RTW policy 
would generate similar economic effects in West Virginia compared to what has been realized in other 
states over the past two decades or so. Ultimately these results lead to the conclusion that the adoption 
of RTW policy in West Virginia would significantly reduce union membership in the state, and would 
substantially boost overall employment and output growth in the long-run. 

 

 



 
 

1 Introduction  

In recent years, policy makers in West Virginia have expressed interest in Right to Work (RTW) policy. 

Such a law would prevent unions at companies covered by collective bargaining contracts from requiring 

workers to pay union dues as a condition of employment. If West Virginia were to pass RTW legislation, 

it would become the 26th state to do so, adding to a recent increase in the number of RTW states.  

Figure 1: Right to Work Policy among U.S. States 

 

Right to work laws came about as part of the Taft Hartley Act of 1947, which amended the National 

Labor Relations Act of 1935, also known as the Wagner Act. The Taft Hartley law banned so-called 

άŎƭƻǎŜŘ ǎƘƻǇέ ŎƻƴǘǊŀŎǘǎ ǘƘŀǘ ǊŜǉǳƛǊŜŘ ǿƻǊƪŜǊǎ ǘƻ ōŜ ŀ ƳŜƳōŜǊ ƻŦ ŀ ǳƴƛƻƴ ōŜŦƻǊŜ ōŜŎƻƳƛƴƎ ŜƳǇƭƻȅŜŘ ŀǘ 

companies covered by collective bargaining contracts. However, Taft Hartley left in place other possible 

arrangements that could require workers to join a union, or pay union dues at unionized workplaces. 

But the act also allowed states to enact laws preventing such agreements, laws that have become 

known as Right to WoǊƪ ƭŀǿǎΦ ¢ƘŜ ƴŀǘƛƻƴΩǎ ŦƛǊǎǘ w¢² ƭŀǿ ǿŀǎ ŀŘƻǇǘŜŘ ƛƴ bŜǾŀŘŀ ƛƴ мфммΣ ǇǊƛƻǊ ǘƻ ǘƘŜ 

Wagner Act. After adoption of the Taft Hartley Act, a broad wave of states followed suit during the 
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1940s and 1950s; and a few additional states adopted such policies over the next 40 years. After a lull of 

around a decade, three states ς Indiana and Michigan in 2012, followed by Wisconsin in 2015 ς also 

adopted RTW laws.  

In this report we examine the potential economic implications of passing a RTW law in West Virginia. We 

do not evaluate the merits or costs of RTW policy from a philosophical point of view. Instead, we 

provide a broad examination of the way in which RTW laws have affected economic outcomes in US 

states during the period 1990 through 2012. In particular, we estimate the effect of RTW policy on state-

level union membership, employment growth, output growth, and wage growth.  

Because RTW legislation has been heavily politicized over time, much of the prior research on the topic 

has been conducted by advocates on either side of the issue. Advocates both for and against RTW 

legislation have made a number of arguments regarding these laws, which we have summarized below: 

Proponents of RTW Policy Opponents of RTW Policy 

¶ RTW laws promote economic freedom 
because they enable workers to choose 
whether to join a union in a unionized 
workplace. 

¶ RTW laws remove barriers to labor mobility 
and thereby enhance economic efficiency. 

¶ RTW laws boost labor force participation. 

¶ RTW laws lower the cost of doing business 
and increase productivity. 

¶ RTW laws make a state more attractive to 
potential businesses. 

¶ RTW laws ultimately lead to more rapid 
employment and output growth and higher 
levels of economic prosperity. 

¶ RTW laws lower union membership and 
erode overall labor influence. 

¶ RTW laws allow non-union members to 
receive the benefits of the bargaining efforts 
ƻŦ ǳƴƛƻƴǎ ŀƴŘ ǘƘŜǊŜōȅ άŦǊŜŜ ǊƛŘŜέ ƻƴ ǳƴƛƻƴ 
members in unionized workplaces. 

¶ RTW laws reduce wage rates.  

¶ RTW laws increase income inequality. 

¶ RTW laws reduce middle-class spending 
power, and diminish overall economic activity 
in states. 

¶ RTW laws violate economic freedom because 
they invalidate a collective bargaining 
agreement that was negotiated within the 
private sector. 
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Some proponents of RTW policy simply compare employment or output growth for RTW states to that 

of non-RTW states and find faster rates of growth in the RTW states. However, this superficial 

examination does not imply that RTW policy has caused these faster rates of economic growth. Instead, 

RTW policy may be correlated with other factors that could also influence economic growth, including 

other economic policies or factors as simple as climate. A key benefit of our approach is that we provide 

a far more rigorous examination of the way in which RTW drives economic outcomes, controlling for a 

wide array of state-level policies and characteristics that may correlate with RTW and that may also 

influence economic outcomes. This more careful approach allows us to arrive at a much more reliable 

estimate of the specific causal effect of RTW policy on state economic outcomes. 

Our research is organized as follows: We begin with a brief review of the existing literature on RTW 

policy in Section 2. In Section 3 we provide a broad and cursory examination of economic outcomes for 

RTW states versus non-RTW states. While this examination does not indicate whether RTW policy is 

effective in causing changes in economic outcomes, it is important to provide context for our primary 

hypothesis testing and to understand the nature of our data. In Section 4 we provide our full statistical 

analysis to isolate the independent effect of RTW policy on state macroeconomic outcomes based on 

data from all US states for the years 1990 through 2012. In Section 5 we apply the results from the 

previous section to West Virginia specifically to consider how the adoption of RTW policy in the state 

will likely affect employment and output growth in the state in the long-run.   
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2 Literature  

The impact of RTW policy on economic outcomes has been studied extensively in the economics 

literature. Much of the academic literature was published in the 1980s and 1990s and there has been 

less formal research on the topic in recent years. Many of the studies published in the last decade have 

been from advocacy organizations and thus have not appeared in academic outlets. This does not 

necessarily mean the research is faulty, but it does tend to reflect the point of view of the organization 

publishing the research. Moore (1998) provides a broad review of the academic research on the topic 

prior to 1998. We have also reviewed a variety of non-academic literature on the subject. Both the 

academic and non-academic studies have come to mixed conclusions about the impact of laws on 

various economic indicators. Here we ŦƻŎǳǎ ƻƴ ǘƘŜ ŀǾŀƛƭŀōƭŜ ƭƛǘŜǊŀǘǳǊŜΩǎ ǊŜǎǳƭǘǎ ǊŜƎŀǊŘƛƴƎ three specific 

economic outcomes: unionization rates, wage rates, and employment and industrial growth. 

2.1 Unionization Rates 

One of the most common impacts examined in the literature is the effect of RTW policy on unionization. 

In his survey of the literature, Moore (1998) wrote that much of the literature has shown that RTW laws 

are associated with declines in union membership. However, Moore cautions that high preexisting rates 

of unionization can reduce the possibility that a state adopts RTW laws. Moore wrote that research 

accounting for this potential of reverse causation found little impact on unionization from RTW laws. 

However, in general, Moore concluded that RTW laws do reduce unionization through a number of 

channels, including difficulties in union organizing and free-riding among non-union workers in 

unionized workplaces. In a more recent study of w¢²Ωǎ ŜŦŦŜŎǘ ƻƴ ǳƴƛƻƴƛȊŀǘƛƻƴΣ Eren and Ozbeklik (2015) 

examined the impact of hƪƭŀƘƻƳŀΩǎ ŀŘƻǇǘƛƻƴ ƻŦ RTW in 2001. The authors estimate that private-sector 

union membership was approximately one percentage point lower in Oklahoma in 2007 than it would 

have been if the state had not adopted RTW when it did. 

2.2 Wage and Salary Rates 

As Reed (2003) points out, the potential effect of right to work laws on wages is not obvious. RTW laws 

can affect wages through a number of different channels, none of which point directly to a wage 

increase or decrease. For example, RTW laws have the potential to weaken the bargaining power of 
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unions, as members are no longer required to pay dues. However, this could lead unions to bargain 

more forcefully in order to indicate to members that they are working on their behalf and thus worth 

becoming dues-paying members.  

Moore (1998) wrote that there is conflicting evidence on the effect of RTW laws on wages. In general, 

Moore concluded that the empirical evidence shows that RTW laws have little to no effect on wages for 

union or non-union workers. However, Reed (2003) estimates the impact of RTW laws on the average 

per-employee wage in the year 2000, ŎƻƴŘƛǘƛƻƴŀƭ ƻƴ ǘƘŜ ǎǘŀǘŜΩǎ ǇŜǊ-capita personal income (among 

other variables) in 1945, prior to the when Taft-Hartley amendments were passed. He found that RTW 

laws were associated with a 6.7 percent increase in per-worker wages relative to where they would have 

been without RTW. 

Shierholz and Gould (2011) examine the impact of RTW legislation on wages and found that 

compensation among non-unionized workers was three percent lower in RTW states than in states with 

no RTW law. The report used individual worker data from the US Census Bureau and controlled for a 

variety of demographic and economic factors. Sherk (2015) criticized the Shierholz study in testimony 

ōŜŦƻǊŜ ǘƘŜ ²ƛǎŎƻƴǎƛƴ {ŜƴŀǘŜ ŘǳǊƛƴƎ ǘƘŀǘ ǎǘŀǘŜΩǎ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƻŦ ŀ w¢² ƭŀǿ ƛƴ нлмрΦ {ƘŜǊƪ ǇƻƛƴǘŜŘ ǘƻ 

several methodological choices in the Shierholz study that he said had the effect of inflating the impact 

on wages. However, Gould and Kimball (2015) ǊŜǎǇƻƴŘŜŘ ǘƻ {ƘŜǊƪΩǎ ŎǊƛǘƛǉǳŜ ǿƛǘƘ ŀƴ ǳǇŘŀǘŜ ǘƻ ǘƘŜ 

original Shierholz study, and found a similar effect of RTW laws on wages as the previous study. 

Two other recent papers use similar methodologies to examine the impact of RTW laws. Hicks (2012) 

examined the impact of right to work on the share of income in manufacturing industries and found 

little impact. Hicks and LaFaive (2013), a more comprehensive study, investigated RTWΩǎ influence on 

population and personal income and found RTW laws increase overall wage and population growth. 

2.3 Employment and Output  Growth  

Employment growth is inherently tied to business formation and industrial composition. Most studies do 

not directly address the implications of RTW laws on employment as it can be difficult to determine 

whether RTW laws cause employment growth or whether that growth is related to other factors. 

However, several studies have examined whether states with RTW laws have greater levels of 

manufacturing. Holmes (1998), for example, used RTW laws as a measure of whether a state is more 
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pro-business than other states. Using county-level data, he found that there is a large change in 

manufacturing activity in counties in RTW states relative to nearby counties across the state border in 

non-RTW states. Kalenkoski and Lacombe (2006) examine a similar impact of RTW laws on the share of 

ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŜƳǇƭƻȅƳŜƴǘ ƛƴ ŎƻǳƴǘƛŜǎ ƻƴ ōƻǘƘ ǎƛŘŜǎ ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ ōƻǊŘŜǊΦ The authors specify a model 

that accounts for spatial dependence among the counties, meaning that counties close to each other are 

likely to be more similar compared to those that are farther away. The authors found that RTW 

legislation increases the manufacturing share by approximately 2 percent, which was lower than other 

studies that do not account for spatial dependence. 

Stevans (2009) examine the effect of RTW laws on a variety of economic indicators, including firm births, 

bankruptcies, gross state product (GSP), per-capita personal income, and real wages. Importantly, this 

study accounted for the potential that the establishment of right to work laws in certain states may be 

caused by other factors in that state ς particularly high levels of union membership ς which raises the 

potential for reverse causation. Thus right to work laws are determined endogenously with other 

factors, and this endogeneity needs to be addressed in the analysis. After controlling for this 

endogeneity, Stevans found that RTW laws have little impact on employment and economic growth, but 

do have a significant negative effect on wages and total personal income. Lastly, in a forthcoming paper, 

Hicks, LaFaive, and Devaraj (2015) show that firm-level productivity is higher in states with RTW laws, 

which can influence firm location decisions. 
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3 Data Overview  

3.1 Union Membership  

In this section we provide an examination of unionization and macroeconomic trends in states that have 

Right to Work (RTW) laws in place versus in states without such laws. Naturally, we begin with a 

consideration of union membership since union membership is the primary mechanism through which 

RTW laws affect broader economic outcomes. Given the basic nature of RTW policy, it is reasonable to 

believe that RTW states may experience lower rates of union membership. In Figure 2, we report overall 

union membership as a share of the total private sector workforce for RTW states versus non-RTW 

states for the past three decades. As illustrated, union membership in the private sector is substantially 

lower throughout the period of analysis in RTW states. Indeed, union membership in non-RTW states is 

consistently around double that of RTW states. Also note, however, the overall trend of declining union 

membership in both groups of states. Indeed, the private-sector union membership rate has roughly 

halved for both groups over the years, falling to 4 percent from nearly 10 percent in RTW states and to 

around 9 percent from nearly 19 percent in non-RTW states. 

Figure 2: Union Membership, All Private-Sector Industries 
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In Figures 3 and 41 we consider union membership in two specific industrial sectors that have a relatively 

high concentration of union membership and a historic reputation of union activity ς manufacturing and 

construction.2 The general patterns of lower rates of union membership in RTW states and an overall 

decline in union membership over time depicted in Figure 2 also exist for both of these specific sectors. 

In 1983, manufacturing-sector union membership was nearly double in non-RTW states compared to 

RTW states, however the two comparison groups have moved toward convergence over time. By 2014, 

manufacturing-sector union membership was 11 percent in non-RTW states and around 8 percent in 

RTW states. 

Figure 3: Union Membership, Manufacturing Sector 

 

                                                           

1 Figures 2, 3, and 4 are derived from unionstats.com. In these figures, RTW states include only states that at a 
given year had a RTW policy in place. 

2 Data relating to sector-specific union membership are not available for the mining sector. 
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As illustrated in Figure 4, the differential in union membership between RTW states and non-RTW states 

is more pronounced in the construction sector, and here we see a much smaller decline in unionization 

over time. For 2014, construction-sector union membership stood at over 21 percent in non-RTW states 

and around 6 percent in RTW states. 

Figure 4: Union Membership, Construction-Sector 
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In Figure 5 we take an alternative approach to depict union membership by illustrating the percentage 

point differential in union membership between our two groups of states for the first and last years of 

our analysis. As illustrated, the differential has declined in all private sector industries, as well as in 

manufacturing and construction specifically. The differential has become very small in manufacturing ς 

just under 2 percentage points in 2014, but is still relatively large in construction ς over 14 percentage 

points.  

Figure 5: Union Membership Differential, Right-to-Work States versus Other States 

 

It should be noted, however, that thus far it is unclear to what extent RTW policy has actually led to the 

difference in union membership that is depicted in these figures. It is reasonable to expect that 

reductions in union membership are actually caused by the adoption of RTW legislation, but it could also 

be the case that states that have less union membership initially are more inclined to adopt RTW 

legislation. It is impossible to discern the relative contribution of these two alternate hypothesis to the 

outcomes depicted above in this cursory data overview. However, our richer econometric analysis below 

will shed more light on the issue. 
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3.2 Macroeconomic Outcomes  

Next we turn to an examination of broader economic outcomes between RTW states and non-RTW 

states. Beginning with Figure 6, we examine overall employment in the two groups of states. Here we 

use an indexed approach where we show the overall employment level in a given year relative to the 

level in the initial year depicted in each figure. As illustrated, total employment has grown far more 

rapidly in RTW states through the period of analysis. Overall, employment in RTW states grew by a 

factor of nearly 5.7, nearly double the rate of growth experienced by non-RTW states, where 

employment grew by a factor of just under 3 over this 64-year window.   

Figure 6: Total Employment 
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Similarly, in Figure 7 we report total economic output in the two groups of states as measured by state 

Gross Domestic Product (GDP). Here the differential in output growth is large as well: inflation adjusted 

GDP grew by a factor of 7.8 in RTW states versus 5.3 in non-RTW states.  

Figure 7: Total State Gross Domestic Product 
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In Figure 8 we examine GDP on a per capita basis. Here we observe that the RTW states tend to have 

lower output on a per capita basis, compared to non-RTW states. The degree to which RTW states have 

lagged non-RTW states has narrowed over time: GDP per capita in RTW states stood at around 75 

percent of that in non-RTW states in 1963. By 2013 GDP per capita in RTW states was about 84 percent 

of that in non-RTW states, a gain of 9 percentage points.  

Figure 8: Gross Domestic Product per Capita 
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We also consider how annual wages and salary income per job compares across the two groups of 

states. As illustrated in Figure 9, this metric also follows a similar pattern to overall economic output in 

that the RTW states have lagged the non-RTW states in terms of wage and salary rates over the period 

of analysis. However, also in a similar pattern to GDP per capita, the gap in wages and salary rates 

between the two groups of states has diminished over the period of analysis. Wages and salary rates for 

RTW states were 80 percent of those in non-RTW states in 1969. The differential narrowed up through 

1982, when wages and salary rates in RTW states were 86 percent of those in non-RTW states. This 

differential has since remained fairly steady since around 1982. 

Figure 9: Annual Wage and Salary Income per Job 
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3.3 Sector-Specific Macroeconomic Outcomes  

Beginning with Figure 10, we examine macroeconomic outcomes for specific industrial sectors for which 

RTW policy likely has the most direct effect. In this figure we depict manufacturing employment for the 

two groups of states over the long run. As illustrated, overall manufacturing employment has been 

considerably stronger for RTW states. In a related vein, in Figure 11 we report manufacturing 

employment as a share of total employment for the two groups of states. As illustrated, there is not a 

substantial difference in the manufacturing share of overall employment in the groups of states, despite 

the fact that manufacturing employment has fared better in RTW states. Overall, the manufacturing 

employment share fell to around 10 percent from around 30 percent of total employment for both 

groups of states over the long run.  

Figure 10: Manufacturing Sector Employment 
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Figure 11: Manufacturing Share of Total Employment 

 

In Figure 12 we examine wage and salary rates in the manufacturing sector for the two groups of states. 

Here we find a similar pattern to that depicted in Figure 9, in which wages and salary rates tends to be 

higher in non-RTW states. In manufacturing, the wage and salary gap was wider at the beginning of the 

period, but has narrowed considerably compared to overall wages and salary income. As depicted in 

Figure 13, wage and salary rates in RTW states stood at around 75 percent of such rates in non-RTW 

states at the beginning of the period of analysis, but that figure has improved in a relatively steady 

fashion over the long run, closing to a gap of around 88 percent by 2013.  




















































