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INTRODUCTION

"To compel a man to furnish contributions of money for the propagation
of opinions which he disbelieves is sinful and tyrannical."” —Thomas Jefferson

owa is one of 22 states with a Right to Work law. Right to Work (RTW) statutes prevent labor

unions and employers from mandating that workers must belong to a union as a condition of

their employment. The state’s 62-year old law has had strong support from Iowans despite
efforts by organized labor to weaken the statute.

Last week, House Study Bill 702, now HF 2420, cleared the funneling process and, if
passed by both chambers and signed into law, would permit unions to collect mandatory fees from
all public employees who work within the state’s executive branch, including most state departments
and Regents whether or not the employee had chosen to join the union. The proposed changes,
while not as wide-sweeping as those proposed in 2009 and 2007, would crack open the door to
moving lowa from being a RTW state to an obligatory union fee state.

HF 2420 would allow unions to collect the mandatory fee from non-members, up to 65
percent of the cost of union member dues for the union’s collective bargaining services. Additionally
the bill would permit the union to collect 10 percent of union dues for the union’s grievance
services.

The public employer would be authorized to collect fees from non-member employees (on
average a little more than $300 per employee) through an automatic payroll deduction. The
compulsory fees would be directly deposited electronically in the union’s bank account. HF 2420
does not provide an opt-out for the non-member employee, and should an employee refuse to pay
the mandatory fees, the union can initiate legal proceedings to force collection.

In 2008, there were 1,437,000 employees in Iowa®, 10.6 percent of whom, or some 153,000

workers, were union members. An additional 1.1 percent of Iowans are represented by collective %)
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salaries, commissions, tips, payment in kind, or piece rates. The group includes employees in both the private and
public sectors, but, for the purposes of the union membership and earnings series, excludes all self-employed
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bargaining units but are not union members. “Fair share” legislation targets these 34,000 non-union
employees, a group which could increase union coffers by as much as $17 million if forced to pay
compulsory “agency” or union fees.’

This whitepaper will 1) review the history of national and state RTW legislation; 2) explain
the efforts in the 2010, 2009 and 2007 Iowa legislature by union lobbyists to effectively neuter
Towa’s RTW law; 3) analyze the arguments by organized labor in support of “fair share” or
“reasonable reimbursement” and the arguments of those opposed to compulsory union fees; 4) and
defend Iowa’s current Right to Work statute as the best policy for Iowa workers especially in the

face of the current national economic recession.

SOME HISTORY ABOUTO FASBRAREDO
ANDO RI GHOWORK 6

Following World War I and throughout the Roaring Twenties relations between workers and
industry was fought with strife. Federal injunctions aimed at forcing laborers to yield to management
caused riots and bloodshed. During the 1930s, labor unions sought protection in federal laws to
provide workers with the right to organize, engage in collective bargaining, and strike. The first
attempt, the National Industrial Recovery Act (1933), suspended anti-trust laws allowing the
formation of trade associations, established minimum wages and maximum work hours, and
guaranteed workers the right to organize and bargain collectively. President Franklin D. Roosevelt
said upon signing the legislation, “History probably will record the National Industrial Recovery Act
as the most important and far-reaching legislation ever enacted by the American Congress.”

President Roosevelt established the National Labor Board (NLB) to insure compliance
regarding union organization as outlined in the NIRA, and to mediate disputes. The NLB, however,
lacked any real authority. As the Great Depression continued to worsen and militant labor strikes
continued to cause havoc and disrupt interstate commerce, the Supreme Court struck down the
NIRA in May 1935 as unconstitutional.

Senator Wagner, author of the NIRA, had been at work on a new bill which had been

introduced in January. This bill placed a ban on company unions mandating that management

persons, regardless of whether or not their businesses are incorporated. The statistics used by the Bureau of Labor
Statistics are based on the Current Population Survey which has a sampling confidence level of 90 percent. Union
Members in 200@lanuary 28, 2009), U. S. Department of Labor Bureau of Labor Statistics, news release.
3 . . . . .

The average non-union worker would pay about $500 in compulsory fees to unions representing their place of
employment.
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bargain collectively with labor and its representatives; addressed unfair labor practices including
discriminating against a worker for participating in union activities; provided for exclusive union
representation for all members in a work group and required all workers covered by a contract to
financially support the union, know as compulsory unionism; and called for the creation of an
independent agency, the National Labor Relations Board (NLRB) which was charged with enforcing
workers rights. Effectively state and federal courts no longer had jurisdiction.

In the same month the Supreme Court struck down the NIRA, Congtress passed the
National Labor Relations Act (NLRA) —also called the Wagner Act or the Wagner Labor Disputes
Bill—ushering in a new pro-union era of national labor policy, including statutory sanction to have
workers fired if they refused union membership. The Wagner Act was challenged but affirmed in
1937 by the Supreme Court in a 5-to-4 ruling.

Labor organization relations between labor and management remained tumultuous in the
time leading up to World War II. Although the National War Labor Board threw its support behind
a no-strike, no-lockout provision as war production ramped up, there were still more than 13,000
strikes called before the war ended.

As the troops came home, the nation’s economy began to retool itself from wartime to
peacetime production. The American standard of living blossomed in stark contrast to the years of
scarcity and need during the Great Depression. In less than a decade after the war, more and more
Americans attended college and began leaving the trades for other types of job opportunities.
Organized labort’s strength peaked in the mid-1950s with 35.5 percent of all U.S. workers belonging
to a labor union, and then began to decline. Today union membership is 12.3 percent nationally, a
decline of 771,000 to 15.3 million.*

Under a new Republican congress elected in 1946, the NLRA faced some new challenges.
On June 23, 1947 Congtress overrode a veto by President Truman to enact revisions to the Wagner
Act, known as the Taft-Hartley Act. Section 14(b) recognized the prerogative of states to enact
RTWlaws>“ Not hi ng i n thi s s uineihaeptitne bpplisidn @agrebmentd € € 0 n ¢

requiring membership in a labor organization as a condition of employment in any State or Territory in which such

)
execution or application is prohibited byz St a
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This section served to limit mandatory union membership, compulsory agency fees and
other dues. Although the Taft-Hartley act permits the union shop, section 14(b) allows the states to

prohibit both union as well as agency shops.”’

Iowa is one of 22 RTW states, enacting legislation on April 28, 1947. The other 21 states
include Alabama, Arizona, Arkansas, Kansas, Florida, Georgia, Idaho, Louisiana, Mississippi,
Nebraska, Nevada, North Carolina, North Dakota, Oklahoma, South Carolina, South Dakota,
Tennessee, Texas, Utah, Virginia, and Wyoming. Four states, Arizona, Arkansas, Florida, and

Oklahoma, guarantee a non- union RTW state in their state constitution.

Right To Work States

Right to Work states highlighted in blue; Arizona, Arkansas, Florida and Oklahoma guarantee a non-
union right-to work in their state constitutions. lllustration: lowa Policy Institute

As union lobbyists have worked to repeal or weaken Iowa’s right-to-work law, Democrat

candidates who have not supported “fair share” legislation have experienced tacit and explicit threats

® In National Labor Relations Board v. General Motors (C®7P.U.S. 734, 83 S. Ct. 1453, 10 L. Ed. 2d 670 (1963),
the Supreme Court held that an employer does not violate the NLRA by including an agency shop clause in a

collective bargaining agreement
’ The Federal Railway Labor Act (45 U.S.C.A. § 151 et seq.), which was first passed in 1926 and then amended in

1936, prevents the application of state right-to-work laws to the railroad and airline industries on the basis that
these jobs involve interstate commerce.
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that the unions would not support them in future elections.” The Towa Federation of Labor, AFL-
CIO website lists all Iowa legislators who have and who have not supported this priority legislative
issue, and a September 2009 article in the Des Moines Register stated that, “lowa Federation of
Labor President Ken Sagar made it clear six months ago that he was fired up to orchestrate primary
challenges against the so-called "six-pack," a group of moderate Democrats in the Iowa House who

helped kill four labor-union priorities this past legislative session.”

2010 LEGISLATIVE SESSION

House Study Bill 702, now HEF2420, sponsored by Rep. Rick Olson (D — Des Moines)
chairman of the House Labor Committee, was introduced on February 4, 2010. This bill —dubbed
the “Reasonable Reimbursement for Employee Organizations”— concerns “public employee
collective bargaining, including provisions allowing reasonable reimbursement for employee
organization services provided to certain executive branch employees, and including applicability
provisions.”

In a decided effort to avoid the term “fair share,” Democrat supporters are referring to this
as a “negotiated reimbursements” bill. According to the Legislative Services Agency this bill would
allow unions to collect an estimated $5.3 million annually in mandatory fees from non-union
members in addition to the current $5.7 million already collected in dues from current members.
The bill does not prohibit the unions from using new fees to advance their political agenda.

While HSB 702 is not as wide-sweeping as bills introduced in 2009 and 2007, the bill is a
first step in completely over turning Iowa’s Right to Work laws and making it easier to expand the

law to both private businesses and other state employees at a later time.

2009 LEGISLATIVE SESSION
During the 2009 Iowa Legislative session, business and industry leaders were concerned that

the legislature had the votes to dismantle Towa’s RTW law (Iowa Code, § 731.4)" with an effort

® Changing the Rules: John Gilliland and Ken Sager. (March 6, 2009). lowa Presslowa Public Television.

? Jacobs, J. (September 24, 2009). 6Campaign by labor federation divides Democrats.¢ Des Moines Register
198 731.4 Union dues as prerequisite to employment-prohibited. It shall be unlawful for any person, firm,
association, labor organization or corporation, or political subdivision, either directly or indirectly, or in any
manner or by any means as a prerequisite to or a condition of employment to require any person to pay dues,
charges, fees, contributions, fines or assessments to any labor union, labor association or labor organization.
(Enacted April 28, 1947; Recodified 1977.)
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called “fair share.” In addition, Governor Chet Culver was on record as ready to sign a “fair share”
bill that would require non-union members who were covered by collective bargaining contracts to
financially support the union in order to maintain their job.

According to the Iowa Federation of Labor, AFL-CIO: “A Fair Share clause would require
that bargaining unit members who are not union members, but who receive the benefits of the
collective bargaining agreement that the union has negotiated, to pay their fair share of the costs that
the union incurs in securing and enforcing the benefits of the collective bargaining agreement.”

In early March, 2009, House Democrats filed HF 555, referred to by its supporters as a “fair
share” bill and by its opponents as a “forced union-fee” bill. Introduced by Rep. Bruce Hunter of
Des Moines, the bill would neither have repealed nor removed any language from Iowa’s RTW laws,
but HF 555 would have amended {731 by inserting exceptions into the law allowing unions that
negotiate contracts for a bargaining unit to collect fees from non-union employees for services, such
as salary negotiations and legal representation. If it had passed, HF 555 would have rendered Iowa’s
right-to-work laws meaningless. The bill lacked enough support to pass and was allowed to die
during the 2009 session; the bill is eligible to be resurrected during the 2010 session.

To understand this bill’s demise it is important to understand what happened to another one
of organized labot’s top legislative priorities in the 2009 legislature. A bill dealing with setting a
regional prevailing wage for taxpayer funded construction projects, HF 333, had just failed to pass
the Towa House in a highly controversial voting process. If passed, the bill could have increased
costs as much as 10 to 40 percent, according to the Legislative Service Agency."' The cost to the
General Fund would have been $524,000 for FY 2009 and more than $1.2 million in FY 2010.

When HF 333 came up for a vote, the bill lacked enough support to pass by one vote. In a
highly irregular move, the House Majority Leader decided to keep the voting process open over a
weekend in order to allow a House member who was attending a family funeral to return to the
State House to vote, and to allow other legislators time to reconsider and change their vote. The
extended voting period was effectively a 68-hour marathon session. This unusual legislative drama

over the prevailing wage bill did not bode well for the passage of HF 555.

1 Legislative Service Agency Fiscal Note, Douglas Wulf, Febuary 19, 2009.
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2007 LEGISLATIVE SESSION
Two years earlier the Iowa Senate passed a union-fee bill for public employees covered by

collective bargaining agreements, SF 413." Features of the bill included:

1 Allowing employee organizations and public employers to include a “fair share” fee in their
negotiations. This fee was to be paid by employees who benefited from collective bargaining
between the employee organization and the employer but who were not members of the

employee organization.

1 Required employers to deduct the “fair share” fee from affected non-member employees
once per month and to transfer this money to the union.

1 Capped the amount of the “fair share” fees at the amount of normal membership dues
minus the portion of the fees that would normally go to fraternal, ideological, [or] political
activities.

1 Required the employee organization to provide affected non-member employees with
information to help them determine whether the imposed fee was reasonable and allowed
employees to challenge unreasonable fees in court.

A report was prepared in March 2007 by the Iowa Legislatives Services Agency to analyze
the projected fiscal impact of SF 413. The LSA report identified approximately 1,200 recognized
public employee bargaining units in Iowa with approximately 25,000 employees on the State payroll
and 44,000 workers employed by the Regents, for a total of 69,000 employees.” According to an
example in the report that looked at non-Department of Transportation employees, about 45
percent of state workers are dues-paying member of their bargaining unit, with annual dues ranging
from approximately $315 to $852.

The LSA report estimated that the bill would have had minimal impact on the expenses of
state and public employers; the report, which did not factor the number of workers in Iowa

employed by city or county governments or by local school districts, was not able to determine what

2 The official title of the bill: An act providing for fair share agreements relating to collective bargaining for public
employees and providing an effective date.
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executive, legislative and judicial branches of state government, plus all those who work at the three state
universities. A list of all the salaries of state workers indicates that there are as many as 75,000 including people
working on contracts financed by the federal government or working on research funded by businesses or the
federal government.
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the bill’s impact would be on Iowa’s public sector employees. One in six jobs in Iowa is a local, state
or federal government job. '*

The vote for SF 413 was 28 to 21 in favor of the bill."”> After passage in the Senate, the bill
was sent to the House and referred to committee. Lacking support in the House, the bill did not
make it onto the House calendar during the 2007 session.

Democrat senators were upset by leadership in the House for failing to have their ducks in a
row because it was fairly certain the bill would pass the Senate. Without sufficient support in the
House, the vote in the Senate was unnecessary and may prove costly in the next round of elections
for senate Democrats who supported the bill. In addition, union lobbyists reportedly let it be known
that Democrat legislators who did not support the bill would find themselves challenged in

primaries by union-supportive Democrat candidates.

THE DEBATE IN IOWA

SUPPORT FOR 0 F Ack (NEGOHMREDIREIMBURSEMENTO

Support for so-called “fair share,” “negotiated reimbursement”, or “reasonable
reimbursement”® legislation has come from labor unions arguing that federal law requires collective
bargaining agreements to be applied to all eligible employees, not just those who belong to the
union. Unions consider workers who do not voluntatily belong to the union to be “free-riders”"”
who do not pay their proportionate or “fair share” of union costs even though these workers get the
“benefit” of union contract negotiations. Unions see “anti-worker right-to-work-for less” laws as a
way to weaken labor organizations.

According to a union news blogger, TeamsterPower, which appears on the Daily Kos
website, “We're talking about one union worker being forced to subsidize the benefits of his or her

freeloading coworker. Their jobs may be the same, their salaries may be the same, the benefits are

the same, but only one worker is picking up the tab.”**

1 According to 2007 lowa Workforce Development reports, there are approximately 220,000 people employed in

government jobs in lowa.

> March 8, 2007.
1 Clayworth, J. (February 4, 2010). 6Two major labor bills reappear at the Capitol.€ Des Moines Register.

7 Fair Share. (December 2007) lowa AE-CIO NewsDes Moines, lowa: lowa Federation of Labor. 7:3, p.1.
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An article in the Spring 2007 Prairie Progressive, said, ““The battle for Fair Share in Iowa is
the front line of not just the fight for better paying jobs, or for a stronger Democratic Party. It is
the fight to rekindle a progressive brand of politics that has been missing for far too long.”"”

Organized labor points to studies which show that workers in “fair share” states have higher
wages than those from RTW states and that wages have flat lined since the heyday of unions more
than 50 years ago.

According to The Century Foundation, “The costs to workers of residing in right-to-work
states is significant. In right-to-work states, according to the U.S. Bureau of Labor Statistics, ‘an
average worker earns about $7,131 a year less than workers in free bargaining states ($30,656 versus
$37,787).” This is in line with another finding reported by the Center for Policy Alternatives: ‘Across
the nation, union members earn $9,308 a year more than nonunion members ($41,652 versus
$32,344).7%

Some see the HF 2420 as not going far enough to push a pro-union agenda on Iowa
workers. The Iowa State Education Association, one of the state’s largest public-employee unions
with approximately 34,000 members, has come out in opposition to the bill on the grounds that it is
too “watered down” not going far enough to include public school teachers.”'

However, considering that employee wages include benefits, such as life, health and disability
insurance, which have averaged 8.5 percent of total compensation, in addition to legally required
benefits such as Social Security, Medicare, unemployment insurance, and worker’ compensation
which averaged 7.8 percent, along with paid leave benefits such as vacations, holidays, sick days and
personal leave, which average 7.1 percent, and supplemental pay, which averages 2.6 percent, and
pensions plans, which are on average 3.4 percenaof w o rtdtad cordpgnsation, can add an
additional29 percent or moré or approximately $0,958 t o a sweageKoe awdrker
earning $37,78taising the wrkers overall compensation $48,745

The average incom& the lowa worker in 20 was $35,910. Although there is official

governmentost of living measuréor a stateby-state comparison because of the differences

{Dute

between urban andiral setting within each statea number of factors can be computed including th

1

CPI, toroughly estimat@n average cost of living index as a thumbnailgga Looking at the
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average annual income, in context to the cost of lijvimgl also to unemployennt r at e s

 Willem, N. (Spring 2007). Prairie Progressive (newsletter). lowa City.
20 Goldberg, B. (November 10, 2006). The RIGHT TO WORK and earn less. New York: The Century Foundation.
?! Clayworth, J. (February 5, 2010). ¢School union: We oppose 4ir share.@ Des Moines Register.
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recession, lowa econonmas beemsulated from many of the issues which have hit other states.

|l owadbs economy is |l argely agricultural and al so
largest insurance hub in the natibno w anémsployment ratd 6.6 percerd is among the 10

lowest in the nation. And interestingly, of the top 10 states with the lowest unemployment rates,

seven are RTW state.

OPPOSI TI ON TO OFAI R SHARES®G
Opponents of “fair share” argue that no American should either be forced to join a union or
to pay union dues as a condition of employment. Compulsory unionism is contrary to the idea of
individual rights and freedom of association. In a 2007 Wall Street Journal editorial, the paper took
the position that, “If the Iowa legislature wanted to chase jobs and employers out of the state, they

22 . . .
7% The editorial continues, “Many

couldn’t come up with a better plan than undermining RTW.
international and domestic companies won’t consider locating a plant in a non-RTW state. Most of
the new auto plants owned by Mercedes, Nissan, BMW and Honda are located in Alabama, South
Carolina, Texas and other right-to-work locales. A survey conducted two years ago by the National
Right to Work Institute found that between 1986 and 2000, 11 right-to-work states have added
104,000 auto manufacturing jobs, a 63 percent increase. The non-right-to-work states lost 130,000
auto jobs, or 15 percent over the same period.””

RTW advocates cite studies that show the cost of living is as much as 24.5 percent lower in
right-to-work states,” and that college graduates flock to RTW states. Between 2000 and 2007, the
increase of college-educated residents in 22 RTW states was greater by a third than in 28 non-RTW
states.” An additional concern of those who are opposed to “fair share” is that the compulsory
measure increases organized labor’s power and its financial strength in not just the workplace but in

local, state and federal politics. As union membership continues to decline,” one way for unions to

bolster their coffers is to force nonunion members to pay compulsory fees.

Z lowa Emigration Acf{January 30, 2007). Wall Street Journal, Eastern Edition, New York, p. A16.

Ibid.
> Bennett, J. (1994). 0A Higher Standard of Living in Right-To-Work States.¢ National Institute for Labor Relations
ResearchSpringfield, Virginia.
% College graduates like Right to Work states. (October 28, 2008). National Right to Work NewsletteSpringfield,
Virginia: National Right to Work Committee, p. 7.
?® Union membership was at its highest in 1954, at 28% of total employment, and is now 12.4% with 7.6% of
private sector employees unionized and 37% of government workers unionized. There are about 16.1 million
G2N] SNE oK2 o0Sft2y3 (2 | dzyAzy G2RI@d Ly L2l 3 (GKSNS | NJ
according to the United States Department of Labor, Bureau of Labor Statistics, news release, January 28, 2009. 1
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CONCLUSION
Iowa’s current RTW statute is the best policy for Iowa workers and for Iowa businesses,
especially in the face of the current national economic recession. According to the latest figures
released by the U.S. Department of Labor Bureau of Labor Statistics”’, seven out of 11 states with
the highest unemployment rates are “fair share” states, and seven out of 10 states with the lowest

unemployment rates are RTW states.

Ranking State Unemployment rate | Avg. wage Livicr?gStlr?;ex
1 NORTH DAKOTA 4.4 $35,150 95.1
2 NEBRASKA 4.7 $36,140 90.9
3 SOUTH DAKOTA 4.7 $32,770 91.3
4 IOWA 6.6 $35,910 93.5
5 KANSAS 6.6 $37,640 91.7
6 OKLAHOMA 6.6 $34,920 88.1
7 MONTANA 6.7 $33,120 102.6
8 UTAH 6.7 $38,160 96.3
9 HAWAII 6.9 $41,630 164.9
10 VERMONT 6.9 $39780 119.9
11 VIRGINIA 6.9 $44,720 99.3
41 ALABAMA 11 $36,170 92.6
42 OREGON 11 $41,430 116.1
43 ILLINOIS 111 $45,020 96.2
44 NORTH CAROLINA 11.2 $38,230 96.4
45 FLORIDA 11.8 $38,470 101.4
46 DISTRICT of COLUMBIA 12 $67,810
47 CALIFORNIA 124 $48,090 135.1
48 SOUTH CAROLINA 12.6 $35,050 97.5
49 RHODE ISLAND 12.9 $43,410 119
50 NEVADA 13 $39,010 105.1
51 MICHIGAN 14.6 $42,890 96

RTW states are highlighted in blue; Cost of Living Index factored on 2" quarter 2009 data

with the national average COLI fixed at 100.

In the American Legislative Exchange Council’s 2009 edition of Rich States, Poor States, which
ranks states based on economic performance over the past decade, seven out of the 10 best

performing states were RTW states, while eight of the 10 worst performing were so called “fair

7 Unemploymentates for statesUnited States Department of Labor, Bureau of Labor Statistics, January 22, 2010.
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share” states.” Towa’s 2009 state economic outlook ranking in the ALEC list is 35 out of 50 based
on 15 variables, including top marginal personal and corporate income tax rates, personal income
tax progressivity, property and sales tax burdens.

With a marked decline in union membership across the country, organized labor is
scrambling to find ways to hold onto its political power. Forcing non-union workers to pay
compulsory union or “agency” fees will do more to help unions in their efforts to promote labor-
friendly candidates and to lobby for labor-friendly legislation, than to secure the best wages and
work conditions for Iowans.

Politicizing the work force thwarts economic growth in an era of global markets which
demands a flexible and adaptable workforce. Since the heyday of labor unions 50 years ago,
American workers have shown that they are no longer best represented by the union boss. As
economist Barry Hirsch has written, “traditional unionism is a poor fit in a dynamic, competitive
economy.”” Of the 15.3 million union members, there are more public sector employees, 7.9
million, who are union members than private sector employees, 7.4 million, despite the fact that
there are 5 times more people employed in the private sector.”

Human Events columnist Michael Barone calls public-sector unionism “collusive.” Barone
wrote, “Public-sector unions strive to elect their management, which in turn can extract money from
taxpayers to increase wages and benefits -- and can promise pensions that future taxpayers will have
to fund.””!

Towa legislators will do well to avoid union pressure to reverse lowa’s RTW status in order

to help keep Iowa competitive for business and industries.

28 Laffer, A., Moore, S. and William, J. (2009). Rich States, Poor Stat&8ashington, D.C.: American Legislative
Exchange Council.

*® Hirsch, B. (July, 2007). 6Sluggish Institutions in a Dynamic World: Can Unions and Industrial Competition
Coexist?€ IZA Discussion Paper No. 2930 (Institute for the Study of Labor, Bonn, Germany).

0 Union membership summaranuary 22, 2010. U.S.Department of Labor, Bureau of Labor Statistics.

*' Barone, M. (February 2, 2010) 6Public sector unions bleed taxpayers to help Dems.¢ Human Events.
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