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Dndiana, like many manufacturing states in the Mid-
west, has long felt the pain of seeing jobs go overseas. In
his seven years as Republican governor, Mitch Daniels’s
response has been to offer a strong diet of pro-business

. In the past few years Indiana has cut its corporate
tax rate by nearly 25%, established one of the highest R&D
tax credits in the country and started work on a $10 billion

-improvement plan.

Until recently, though, Mr. Daniels had resisted calls
to make Indiana what is known as a right-to-work (RTW)
state. RTW legislation allows employees to decide whether
to financially support a union. Without such laws unions can
insist that all workers pay "1¢ to help fund the cost of nego-
tiating a contract with an employer, whether or not they wish
to formally join the union. Now, however, Mr. Daniels says
he believes the state needs to sign up as well. The new
legislation was passed by the state Senate on February Ist and

was signed by Mr. Daniels that very day, making Indiana the

legislation |Jledzis’le1f an| n. 37X
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23rd RTW state in America—and the first such state in the

nation’s old manufacturing belt.

"Proponents argue that it is wrong to force anyone to
contribute money to a union. Unions counter they face a “free
rider” problem whereby non-affiliated workers receive the
benefits of union negotiations without contributing financially.
The governor, meanwhile, says the new laws will simply

make the state more attractive to business.

<&vidence from the Indiana Economic Development Cor-
poration suggests that many employers do indeed want these
laws. This group says that somewhere between a quarter to a
half of companies in the state planning to relocate insist upon
going to RTW states.

Few companies, though, are willing to go on the record
to say exactly why they prefer to locate in RTW states though
the reason is pretty obvious—in a nutshell, they make for
weaker unions. It is a sensitive subject and companies fear
picketing and other similar reprisals, However, Remy Inter-
national, an electrical-engineering company based in Pendle-
ton, Indiana, has stated that it plans to build another factory in
America some time next year: but that in the absence of RTW

legislation it will not build it in Indiana.

Dn an interview with Stateline, a news service that
looks at trends in state policy, a vice-President of Remy, Jay
Pittas, argued that RTW legislation makes it easier to negotiate
flexible work rules, and means that unions are more likely to
agree to a merit-based system of employment rather than a
one based on seniority. The company, however, now declines

to comment further on the subject.

“Che economic factors are only part of the story: many

belt [belt] n. #1[X
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people also detect a strong political dimension to the
legislation, in that it opens another front in the ongoing battle
across the Midwest to limit the power of unions. Late last
year, the state of Ohio roundly rejected the union reforms of
the Republican governor of Ohio, John Kasich. Mr. Kasich
championed a law banning public-sector workers from strik-
ing and restricting their collective-bargaining rights. The leg-

islation sparked widespread, union-led, demonstrations.

Similar measures in Wisconsin also led to mass pro-
tests. Now that state’s Republican governor, Scott Walker,
has a big fight on his hands. A recall petition with more than
a million signatures on it has been submitted. Back in Indiana,
however, the main concern was that union protesters would
disrupt the Super Bowl, to be played on February 5th at the

Lucas Oil Stadium in Indianapolis. Game on.
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o 1, Without such laws (2) unions can insist (3) that all workers pay dues (4) to help fund the cost of

negotiating a contract with an employer, (5) whether or not they wish to formally join the union.
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9 ‘1) The new legislation (2) was passed by the state Senate on February 1st(3) and was signed by

Mr. Daniels that very day, (4) making Indiana the 23rd RTW state in America— (5 and the first

such state in the nation’s old manufacturing belt.
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@ ‘11 In an interview with Stateline, (2) a news service (3) that looks at trends in state policy, (4) a

vice-President of Remy, 5’ Jay Pittas, (6) argued (7) that RTW legislation (8) makes it easier to

negotiate flexible work rules, (9) and means (10) that unions are more likely to agree to a merit-

based system of employment rather than a one based on seniority.
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@ 1 Back in Indiana, 2 however, 3 the main concern 4 was ‘5 that union protesters would dis-

rupt the Super Bowl, 6 to be played on February Sth at the Lucas Oil Stadium in Indianapolis.
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“Che 16m French people who tuned in to Nicolas
Sarkozy’s television interview on January 29th could have
been forgiven for thinking they were watching a challenger
for the presidency rather than the man who has occupied the
Elysée since 2007. Lamenting France’s lack of competitive-
ness, Mr. Sarkozy repeatedly suggested that German-style
reforms were needed to get France back to work and to
restore its economy. He announced plans to trim the social
charges paid by employers to the state, and to raise taxes on
consumers to pay for that. He said that firms should have
more freedom to negotiate changes in working time with
employees. It was as if he wanted a “rupture” with the
past—though voters are still waiting for the rupture he prom-
ised when running for President five years ago.

France certainly needs dramatic reform. Its economy
has probably slipped back into recession. The unemploy-
ment rate is 9.9%. In 2005 the current account swung into a
deficit that has steadily deepened since. In January Standard

& Poor’s, a ratings agency, hammered home how France has
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1H29H, A 1600 1% E A
BT EGR WL - ER AR AR
Ve IALXLE NEFERET AR — 0L
BYETEEN, AR A 2007 4 DA
MEZMEERESL, W22
DAFZIREM . FER T, BERAr e
A i R Z TE 4 ) iR B R . ftb
— P U X v T AT 1 R
#, DEEEEEEH, EiREES
. e/ T —RIRITR, LA
Al P H KN 2B, IF
18 33 F 3 9% 5 B B R R Ah X — B
5. MR, N ZAEZHKESB
KA B AT P e R A ). XL
FRUMBENG L “RY” —R
i R E A1 S fr A b st B4R
Rl th 3526 B SE I B ad i <R,

2 R BT K T A 7R B
L, HERE 9.9%, HAWHRT
B AR 2. 2005 4, EH
B P 22 B, RN LR
BBk, 541 H, PERYLM b S
IR R AAA 245 P, X —

rupture ['raptfa] n. A%
rating ['rertin] n. H %

The Economist ﬂ m n



Jparw.y /mis

lost economic clout by taking away its AAA credit rating.
“Lhe economy is at the top of many French voters’

minds as they prepare for a two-round presidential election

in April and May. The two front-runners, Mr. Sarkozy and

his Socialist rival, Francois Hollande, have already begun

to battle tor economic credibility. Although it is early days,

neither man seems to have grasped quite how bad things are.

“First, the good news. Both candidates have pledged to
reduce the budget deficit—though Mr. Hollande has given
himself a year more than Mr. Sarkozy to eliminate it. This
would be an achievement in a country that has not balanced
its books for almost four decades. Fears over its sovereign
bonds may have eased, but France has a public-debt stock
worth nearly 90% of GDP und is vulnerable to tallout from
the euro crisis. it cannot rely on the good graces of the market
for ever.

“Lhe bad news is that both candidates look as if they
mean 1o tame the deficit using mostly tax rises instead
of spending cuts. This would be bad for France. On Mr.
Sarkozy’™s watch the public sector in France has ballooned
to 57% of GDP, sccond only to Denmark among European
Union countries. Just raising taxes further signals an unwill-
ingness to grapple with the inefficiencies of the French state.
Moreover. the French economy needs to grow. And experience
shows that growth is more likely to follow spending cuts than
tax rises.

On rhetorical terms, Mr. Sarkozy is the less unrealistic:
witness his keenness for German reforms in his TV appear-
ance. But after five disappointing years, can anyone believe
him? The austerity measures already taken by his government
I;uve relied on tax rises more than spending cuts. The chances

of any reform, German or not, betore the election are slim.
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