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Abstract
This paper provides new evidence that state policies play a role in the
location of industry. The paper classifies a state as pro-business if it has a
right-to-work law and anti-business if it does not. The paper finds that, on
average, there is a large abrupt increase in manufacturing activity when one
crosses a state border from an anti-business state into a pro-business state.
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Table 1
Manufacturing Employment Shares and Growth Rates

Cross-County Averages
By Distance From Border and Side of  Border

Side of
Border

Miles from
Border Coal Region Included Coal Region Excluded

Share of
1992 Total

Growth Rate
1947–92

Share of
1992 Total

Growth Rate
1947–92

75–100 25.9 67.5 25.0 68.2
Anti- 50–75 23.1 62.7 25.0 80.9
business 25–50 23.2 82.0 24.7 88.8

0–25 21.0 62.4 22.1 77.2
0–25 28.6 100.7 27.9 104.2

Pro- 25–50 26.7 89.1 25.5 88.3
business 50–75 26.7 92.9 24.5 90.1

75–100 25.4 91.8 23.1 93.5



Table 2
Tests of Equality of  Means of Adjacent Layers

Coal Region Excluded

Share Growth Rate

Adjacent County Layers
change in

mean

p-value for
test of

equality
change in

mean

p-value for
test of

equality
Anti:50–75 → Anti:75–100 .0 .975 12.7 .259

Anti:25–50 → Anti:50–75 .3 .880 −7.9 .463

Anti:0–25 → Anti:25–50 2.6 .185 11.6 .283

Pro:0–25 → Anti:0–25 −5.8 .003 −27.0 .008

Pro:25–50 → Pro:0–25 2.4 .217 15.9 .104

Pro:50–75 → Pro:25–50 1.0 .620 −1.8 .863

Pro:75–100 → Pro:50–75 1.4 .517 −3.4 .742



Table 3
Manufacturing Employment Shares and Growth Rates

By Segment and Distance from Border

Side of
Border

Miles from
Border 1992 Share 1947–92 Growth

Segment 1
Confederacy

Border
(excludes coal

region)

Segment 2
Plains States

Border

Segment 1
Confederacy Border

(excludes coal
region)

Segment 2
Plains States

Border

75–100 25.4 24.4 75.9 58.3
Anti- 50–75 23.0 26.7 97.7 67.5
business 25–50 28.5 21.1 101.8 76.5

0–25 26.6 17.7 99.1 54.7
0–25 32.3 23.2 104.5 104.0

Pro- 25–50 30.4 20.3 85.8 91.0
business 50–75 28.3 19.7 88.8 91.7

75–100 28.5 17.1 97.7 89.1



 Table 4
Manufacturing Employment Shares and Growth Rates

By Individual Borders

Border States 1992 Share
Growth Rate

1947–92
Pro-business  side Anti-business side Pro Anti Pro Anti

Texas Oklahoma 17.3 16.1 29 54
Arkansas Oklahoma 43.5 27.6 132 144
Arkansas Missouri 40.7 30.1 158 125
Tennessee Missouri 47.8 39.3 100 78
Tennessee Kentucky 48.4 38.7 142 122
Virginia Kentucky 17.7 3.4 143 −55
Virginia West Virginia 31.7 20.1 59 5
Virginia Maryland 16.3 8.5 89 84
North Dakota Minnesota 16.2 6.3 137 20
South Dakota Minnesota 16.2 11.1 138 27
Iowa Minnesota 28.5 25.1 130 85
Iowa Wisconsin 29.9 30.2 109 103
Iowa Illinois 33.6 23.1 73 13
Iowa Missouri 25.2 16.7 121 122
Nebraska Missouri 13.8 10.0 69 167
Kansas Missouri 21.1 22.6 78 96
Kansas Oklahoma 19.5 11.2 80 −12



Table 5a
Statistical Model

County Manufacturing Shares
(Excludes Coal Region)

Parameter

Specification 1
No trend,
β(x) = 0

Specification 2
Constant trend,

β(x) = β0

Specification 3
Different

constant for
each segment,
β(x) ∈{β1, β2}

Specification 4
Trend β(x) a

general
function of x

θ 3.4
(.9)

6.4
(1.6)

6.5
(1.6)

6.6
(1.6)

β0 — .03
(.01)

— —

β1 — — −.01
(.02)

—

β2 — — .08
(.02)

—

R2 .306 .310 .330 .350

N 951 951 951 951



Table 5b
County Growth Rates

(Excludes Coal Region)

Parameter

Specification 1
No trend,
β(x) = 0

Specification 2
Constant trend,

β(x) = β0

Specification 3
Different

constant for
each segment,
β(x) ∈{β1, β2}

Specification 4
Trend β(x) a

general
function of x

θ 19.1
(5.0)

21.2
(9.4)

21.2
(9.4)

23.1
(9.2)

β0 — .02
(.09)

— —

β1 — — .08
(.10)

—

β2 — — −.04
(.10)

—

R2 .118 .118 .120 .161

N 892 892 892 892



Table 6
Statistical Model

Estimates of Shift-Parameter θ for Simulated Borders
Counties 50 Miles Above and Below Simulated Border

Location of
Simulated Border 1992 Shares

1947–92
Growth Rates

y = 100 −.0
(2.7)

−20.9
(15.8)

y = 75 1.8
(2.7)

−4.6
(15.3)

y = 50 1.1
(2.5)

6.1
(14.4)

y = 0 (true border) 9.1
(2.1)

39.9
(13.0)

y = −50 −.9
(2.2)

4.4
(12.9)

y = −75 −1.4
(2.4)

2.3
(14.6)

y = −100 −3.3
(2.4)

−15.1
(14.8)



Table 7
Estimates of Shift-Parameter θ for Alternative Specifications and Years

Excludes Coal Region

Estimate of θ N
Share of  1992 Employment
(baseline case)

6.6
(1.6)

951

Share of Population
1992 2.5

(.6)
951

1987 2.0
(.5)

951

1982 1.8
(.6)

951

1972 1.2
(.6)

723

1963 1.3
(.5)

917

1954 .9
(.5)

901

1947 .4
(.4)

895

Manufacturing Employment
Growth

1947–92 (baseline) 23.1
(9.2)

892

1963–92 13.9
(8.6)

915

1982–92 11.1
(6.0)

948

Includes Western States
1992 Share 5.7

(1.3)
1256

1947–92 Growth 19.6
(9.2)

1135



Table 8
1975 Fantus Legislative Business Climate Rankings

Source for Fantus rankings: Weinstein and Firestine (1978)

State
1975 Fantus
Ranking Does state have a right-to-work law now?

Texas 1 Yes
Alabama 2 Yes
Virginia 3 Yes
South Dakota 4 Yes
South Carolina 5 Yes
North Carolina 6 Yes
Florida 7 Yes
Arkansas 8 Yes
Indiana 9 No  (Had a law, but repealed it in 1965.)
Utah 10 Yes
North Dakota 11 Yes
Mississippi 12 Yes
Georgia 13 Yes
Iowa 14 Yes
Tennessee 15 Yes
Arizona 16 Yes
Nebraska 17 Yes
Colorado 18 No
Missouri 19 No
Kansas 20 Yes
Oklahoma 21 No
Kentucky 22 No
New Mexico 23 No
Wyoming 23 Yes
Idaho 25 Yes (Passed a law in 1985.)
Louisiana 26 Yes (Passed a law in 1976.)
Ohio 27 No
New Hampshire 28 No
West Virginia 29 No
Maine 30 No
Montana 31 No
Nevada 32 Yes
Rhode Island 33 No
Wisconsin 34 No
Illinois 35 No
Maryland 36 No
New Jersey 37 No
Vermont 38 No
Washington 39 No
Oregon 40 No
Minnesota 41 No
Pennsylvania 42 No
Connecticut 43 No
Delaware 44 No
Michigan 45 No
Massachusetts 46 No
California 47 No
New York 48 No



Table 9a
Statistical Model for Alternative Policy Variable

County Manufacturing Shares

Parameter
Just RTW
Borders

Just Non-
RTW

Borders All Borders All Borders All Borders
φ (Fantus) .38

(.08)
.32

(.09)
.35

(.06)
— .28

(.07)

θ (RTW) — — — 7.40
(1.47)

3.19
(1.85)

R2 .516 .525 .546 .544 .547

N 923 1837 2760 2760 2760



Table 9b
Statistical Model for Alternative Policy Variable

County Growth Rates

Parameter
Just RTW
Borders

Just Non-
RTW

Borders All Borders All Borders All Borders
φ (Fantus) 2.28

(.53)
1.56
(.53)

1.96
(.37)

— 1.92
(.46)

θ (RTW) — — — 31.03
(9.52)

1.46
(11.85)

R2 .335 .362 .361 .356 .361

N 823 1747 2570 2570 2570



Table 10
Estimates of Statistical Model

Share of Employment in Large Establishments

Parameter All Industries Manufacturing Other Industries
φ (Fantus) — .24

(.07)
.12

(.09)
— .60

(.12)
.33

(.15)
— −.01

(.06)
.07

(.07)

θ (RTW) 6.64
(1.69)

— 4.76
(2.13)

16.33
(3.10)

— 11.33
(3.89)

1.55
(1.56)

— 2.65
(1.96)

R2 .459 .458 .459 .434 .433 .435 .322 .322 .322
N 2760 2760 2760 2728 2728 2728 2760 2760 2760



Figure 1
Geography of Right-to-Work Laws
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Figure 2a
Case Where Effect at Border Fizzles Out
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Figure 2b
Case of t = ∞
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Figure 2c
Case of t = 0
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Figure 2d
Trend in Manufacturing Endowment and t = 0
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