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What are the factors that
make for a decent work
environment and how do

the conditions of work vary in dif-
ferent parts of the United States?
To address these and similarly
important questions in a clear and
accessible way, we have developed
a new approach for measuring the
work environment on a state-by-
state basis throughout the United
States (including the District of
Columbia)    the Work Environment
Index (WEI).  This is the first
installment of the WEI, and we
intend to update it every year.

The WEI is a unique social indi-
cator that brings together in one
measure a range of factors that, in
combination, define the quality of
our working lives in the U.S. today.

The WEI examines three basic
dimensions of the U.S. work envi-
ronment:  job opportunities, job
quality and workplace fairness.  We
rank the 50 states and the District
of Columbia according to these
three categories.  

Based on our measures of job
opportunities, job quality, and
workplace fairness, we find that,
overall, Delaware offers the best
relative work environment in the
United States.  Other states with
high WEI rankings include New
Hampshire, Minnesota, Vermont
and Iowa.  The states with the low-
est WEI rankings are Louisiana,
Texas, Arkansas, Utah, South
Carolina and Mississippi.

Our state-by-state WEI ranking
enables us to consider a crucial and

widely-discussed issue:  Do the
states that provide a relatively
decent work environment end up
paying a penalty in terms of their
overall economic climate?  For
example, do states that rank high
according to the WEI score poorly
in terms of their overall growth
rate, the pace at which new busi-
nesses are being formed in the
state, or their rate of new job cre-
ation?  In fact, we find that overall
economic conditions in states with
a high WEI rank are at least as
favorable, if not somewhat more
favorable, than those with low WEI
rankings.  Along with this, we also
find that poverty rates in states with
high WEI rankings are consistently
lower than states with low WEI
rankings.

The Political Economy Research
Institute (PERI)  at the University of
Massachusetts Amherst is actively
engaged in research, dissemination, poli-
cy advising, and graduate student educa-
tion. It also regularly sponsors confer-
ences and other public events in its areas
of research focus.

Established in 1998, PERI is an inde-
pendent unit at UMass with close ties to
the Department of Economics.
The Institute is committed to addressing
basic issues of human and ecological

well-being through research written for
the general public, policy makers, and
academic audiences. PERI researchers
are currently involved in three broad and
interrelated areas:  Globalization and
Macroeconomics; Labor Markets and
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Almost all households in the
U.S. depend on someone in
the house working at a job.

Whether you can get a job, and
what that job is like    whether it
offers good pay and benefits, a
clean and safe work environment,
and fair treatment for you and your
co-workers    matters a lot to
almost everyone.  Money is the
most obvious consideration.  But
your job is also crucial for estab-
lishing your sense of security and
self-worth, your health and safety,
your ability to raise a family, and
your chances to participate in the
life of your community.  

What are the factors that make
for a decent work environment and
how do the conditions of work vary
in different parts of the United
States?  To address these and simi-
larly important questions in a clear
and accessible way, the Political
Economy Research Institute has
developed a new approach for
measuring the work environment
on a state-by-state basis throughout
the United States (including the
District of Columbia)    the Work
Environment Index (WEI).  This is
the first installment of the WEI, and
we intend to update it every year.

What is the 
Work Environment Index?
The Work Environment Index is a
unique social indicator that brings
together in one measure a range of
factors that, in combination, define
the quality of our working lives in
the U.S. today.  Using 2004 data
for this year’s index, the WEI

focuses on conditions for adult
workers between the ages of 25 and
64, and examines three basic
dimensions of the U.S. work envi-
ronment:

Job opportunities. This meas-
ures the conditions people in differ-
ent states face in terms of getting
and keeping a job.  This category
includes statewide unemployment
rates and the duration of unemploy-
ment, as well as data on what are

termed “involuntary part-timers,”
people who accept part-time jobs
only because they can’t get full-
time work.

Job quality. We include here
the figures on average wages in
each state (adjusted for statewide
differences in the cost of living) as
well as the proportion of workers in
each state receiving health and
retirement benefits through their
jobs.

Workplace fairness. This
includes two broad categories.  The
first is the degree of equity among
workers in each state.  We measure

this in terms of the proportion of
very low-wage workers in each
state (defined as the proportion of
workers earning less than 50 per-
cent of the national average wage,
after adjusting for cost-of-living
differences) and the degree of pay
equity between women and men.
The second is the regulatory envi-
ronment with respect to labor stan-
dards and the right to organize col-
lectively.  Here we consider each
state’s minimum wage level; the
degree to which collective bargain-
ing is permitted in the public sec-
tor; and whether states operate
under a so-called “right-to-work”
provision.1

We chose these measures for
two reasons.  The first is that they
all represent important dimensions
of what makes up a decent work
environment in the U.S.  The sec-
ond is that, for the most part, these
measures correlate closely with
other relevant indicators of a state’s
work environment.  For example,
the position of the various states on
public sector bargaining, the “right
to work,” and minimum wage stan-
dards correspond closely with
whether the states operate with
legally required wage floors in the
construction industry (what are
termed “prevailing wage” provi-
sions).  Also, the unemployment
rate figures we used for workers
between 25 and 64 years old close-
ly track the youth unemployment
rate figures, for workers between
16 and 24.2

1.  “Right-to-work” laws make it illegal to require workers to join labor unions as a condition of employment.  According to the Wikipedia, ‘Supporters
of “right-to-work” laws claim that such laws give employees the right to work without joining a union. Opponents argue that the laws prevent free
contracts between unions and business owners, making it harder for unions to organize and less attractive for people to join a union.’ Opponents
refer to them as “right-to-shirk” laws because unions are still legally required to represent all employees within its bargaining unit regardless of
whether all such employees are union members or pay dues to the union.  

2. In constructing the WEI state-by-state scores, each of the three components of the index are weighted equally; and within each component, each
subcomponent, in turn, is also weighted equally.  Our technical appendix (available online at http://www.umass.edu/peri/resources/wei/tech
appendix.pdf) presents a full analysis of how the index was constructed, including details on our choices of indicators and the relationship of these
indicators to other relevant measures of a decent work environment in the United States.
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Through combining these fac-
tors into the Work Environment
Index, we are able to see which
states provide relatively decent
employment opportunities and
which do not. We are also able to
consider a crucial and widely-dis-
cussed related issue:  Do the
states that provide a relatively
decent work environment end up
paying a penalty in terms of their
overall economic climate?  For
example, do states that rank high
according to the WEI score poorly
in terms of their overall growth
rate, the pace at which new busi-
nesses are being formed in the
state, or their rate of new job cre-
ation?    The WEI enables us to
provide answers to such ques-
tions.

State-by-state 
Work Environment Index
rankings
We present the state-by-state WEI
rankings on the accompanying
tables.  The highest possible score
a state can receive in the index is
100 and the lowest possible score
is 0. We also present two maps
(see page 4) which give the WEI
rankings. The first is a standard
map of the U.S. which presents
the states in five separate color
groupings according to their WEI
ranking.  The second map is a car-
togram, which adjusts the area of
each state according to their over-
all WEI score, with the high-scor-
ing states expanding from their
actual size while the low-scoring
states become smaller.  

As we see, the state that clear-
ly ranks highest in terms of the
WEI is Delaware, with an overall
score of 89.  This is true even
though Delaware does not rank

2

Overall
WEI rankings

Overall 
WEI score

(Average of 

components)

State-by-state WEI 
component ranks (scores)

Job 
opportunities

Job 
quality

Workplace 
fairness

1 Delaware 89 6 (85.2) 2 (89.6) 3 (93.2)

2 New Hampshire 81 4 (89.8) 7 (77.6) 16 (74.1)

3 Minnesota 80 21 (62.0) 1 (100.0) 13 (79.4)

4 Vermont 77 5 (85.9) 36 (46.0) 1 (100.0)

5 Iowa 73 11 (78.5) 6 (82.0) 30 (57.3)

6 Connecticut 72 36 (49.3) 4 (87.1) 14 (79.3)

Tied for 
7 - 9

Indiana 71 24 (61.0) 11 (72.0) 12 (80.0)

Nebraska 71 7 (83.3) 15 (68.1) 28 (61.0)

Wisconsin 71 29 (56.2) 8 (76.6) 11 (81.7)

10 South Dakota 70 2 (94.4) 25 (54.2) 29 (60.8)

11 North Dakota 69 1 (100.0) 18 (64.0) 33 (42.2)

Tied for 
12 - 14

Maine 68 18 (64.7) 29 (49.1) 4 (91.7)

Pennsylvania 68 28 (56.8) 10 (74.3) 16 (74.1)

Rhode Island 68 31 (55.4) 21 (58.3) 5 (90.4)

15 New Jersey 67 23 (61.3) 13 (70.5) 19 (70.4)

Tied for 
16 - 17

Kentucky 66 17 (65.5) 16 (67.2) 24 (66.6)

Missouri 66 37 (48.9) 5 (85.2) 26 (63.8)

Tied for 
18 - 19

Hawaii 65 9 (80.5) 32 (48.2) 25 (65.0)

Massachusetts 65 25 (60.7) 27 (52.4) 10 (82.5)

20 Maryland 63 10 (80.0) 39 (40.0) 20 (69.7)

Tied for
21 - 22

Alaska 60 43 (37.1) 33 (47.8) 2 (94.9)

Washington 60 48 (21.6) 13 (70.5) 7 (88.9)

23 Illinois 58 44 (35.8) 17 (64.4) 15 (75.0)

Tied for 
24 - 25

Michigan 56 50 (3.7) 2 (89.6) 18 (73.4)

Ohio 56 46 (33.3) 12 (71.5) 27 (63.5)

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf

The 2005 Work Environment Index rankings, top 25 states
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first in terms of any of the individ-
ual components of the overall
index.  It achieves its top ranking
through scoring strongly in all
three measures    6th in job
opportunities, 2nd in job quality,
and 3rd in workplace fairness.

Indeed, Delaware’s score of 89
on a 100 point scale is well above
even that of New Hampshire, the
next highest-ranked state, with an
overall score of 81.  The remain-
der of the top 10 highest ranking
states includes Minnesota, Ver-
mont, Iowa, Connecticut, Indiana,
Nebraska, Wisconsin, and South
Dakota, with overall scores rang-
ing between 80 and 70.

The lowest ranked state
according to the WEI is
Louisiana, with an overall score
of 31.  Louisiana ranks 41st in
terms of job opportunities, 34th in
terms of job quality, and 51st in
terms of workplace fairness.
Overall, workers in Louisiana
face the greatest level of inequity
and the weakest social protec-
tions, according to our workplace
fairness standard.  It is also in the
bottom 10 according to job oppor-
tunities.  It is slightly stronger by
our job quality measure, but not
by nearly enough to compensate
for its other weaknesses.

The profile is somewhat differ-
ent with Texas, the 2nd lowest
ranking state.  Texas is 40th in
terms of job opportunities, 46th in
job quality, and 43rd in terms of
workplace fairness.  Texas is
therefore not the least desirable
state according to any of our cate-
gories but is consistently bad by
all three measures.  The rest of
the 10 lowest-ranked states are
Arkansas, Utah, South Carolina,
Mississippi, Arizona, New
Mexico, Alabama, and Nevada.
The range of scores among these
states is between 34 and 41.
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The 2005 Work Environment Index rankings, bottom 25 states and DC

Overall
WEI rankings

Overall 
WEI score

(Average of 

components)

State-by-state WEI 
component ranks (scores)

Job 
opportunities

Job 
quality

Workplace 
fairness

26 Virginia 54 8 (80.8) 19 (62.7) 44 (19.8)

Tied for
27 - 30

Colorado 53 27 (57.3) 30 (48.9) 31 (53.6)

Kansas 53 35 (51.3) 9 (74.6) 38 (32.4)

Montana 53 20 (62.9) 47 (27.9) 22 (68.1)

Tennessee 53 14 (67.8) 23 (55.9) 37 (34.5)

Tied for 
31 - 32

Idaho 52 13 (71.3) 37 (43.7) 34 (40.3)

Wyoming 52 3 (91.5) 41 (37.8) 42 (26.0)

33 California 51 47 (27.6) 40 (38.9) 9 (85.8)

Tied for
34 - 35

DC 49 49 (10.0) 31 (48.4) 8 (88.0)

Georgia 49 16 (65.7) 24 (54.4) 40 (28.0)

Tied for 
36 - 37

New York 48 42 (38.3) 42 (37.3) 22 (68.1)

Oregon 48 51 (0.0) 26 (53.0) 5 (90.4)

38 West Virginia 45 34 (52.3) 38 (40.9) 32 (43.3)

39 Oklahoma 43 26 (58.3) 43 (34.1) 35 (37.5)

Tied for
40 - 41

Florida 42 15 (67.2) 49 (23.3) 36 (36.3)

North Carolina 42 39 (45.7) 28 (50.2) 39 (30.4) 

42 Nevada 41 12 (78.1) 48 (27.5) 45 (17.3)

43 Alabama 40 33 (52.9) 22 (56.4) 49 (9.8)

44 New Mexico 39 38 (46.3) 51 (0.0) 21 (69.5)

45 Arizona 37 19 (64.4) 45 (33.2) 46 (14.3)

Tied for 
46 - 48

Mississippi 36 29 (56.2) 35 (46.2) 50 (6.2)

South Carolina 36 45 (35.2) 20 (60.4) 47 (12.2)

Utah 36 22 (61.5) 44 (33.3) 48 (12.1)

49 Arkansas 34 32 (53.9) 50 (21.0) 41 (26.6)

50 Texas 33 40 (44.9) 46 (28.4) 43 (24.4)

51 Louisiana 31 41 (44.1) 34 (47.6) 51 (0.0)

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf
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What the WEI rankings mean
for people’s working lives
What did it mean, in 2004, to be
between 25 and 64 years old, and
working or looking for a job in
Delaware, New Hampshire,
Minnesota, or another high-ranking
state, as opposed to being in a low-

ranked state like Louisiana, Texas,
or Arkansas?  How were people
faring in middle-ranked states, such
as Michigan, Ohio, or Virginia?  To
show this with some specifics, we
present some of the underlying raw
data on Delaware, Texas and Ohio
in the table on page 5.

Job Opportunities. As the table
shows, in Delaware, the unemploy-
ment rate was 3.2 percent in 2004
for people between 25 and 64 years
old, including 0.7 percent who are
long-term unemployed, which we
define as people who have been out
of work for more than 26 weeks.3
Another 1.1 percent of Delaware
workers were involuntary part-
timers. 

The contrast with Texas is quite
sharp:  4.9 percent of the workforce
were unemployed in 2004, of
whom 1 percent were long-term
unemployed.  Another 2.1 percent
of the Texas workforce was invol-
untary part-timers.   In other words,
your chances of being either unem-
ployed or an involuntary part-timer
were 63 percent higher in Texas
than Delaware, and 43 percent
higher to be unemployed long-term.  

In our mid-range state of Ohio,
the unemployment rate, at 5.1 per-
cent, the rate of long-term unem-
ployed, at 1.3 percent, and the rate
of involuntary part-timers, at 2.2
percent, were all higher than Texas
as well as Delaware.    As these fig-
ures show, a state like Ohio can end
up in the middle of the overall WEI
rankings by combining very bad
performances on some measures
with favorable standings on others.

Job Quality. The average work-
er in Delaware was paid $16.69 per
hour in 2004 (after adjusting for
cost of living) while in Texas, the
average worker earned $14.61, 12
percent less.  In addition, 65 per-
cent of workers in Delaware
received health insurance benefits
from either their employer or

Work Environment Index.
Colors show rankings in five groups.

Cartogram adjusts size of states by overall WEI score.

3. We use the 26 week cut-off because
unemployment insurance generally covers
the first 26 weeks of joblessness.  Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf
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union and 48 per-
cent had employer-
provided retire-
ment plans.

For Ohio, our
mid-range state,
the average worker
earned $15.54
(after adjusting for
cost of living),
seven percent
below the Del-
aware average but
six percent higher
than Texas.  Ohio
does come close to
Delaware in terms
of benefits, with 63
percent of workers
receiving employ-
er- or union- pro-
vided health insur-
ance benefits and
56 percent getting
employer-provided
retirement plans.

Workplace
Fairness.   In
terms of our equity
measures, Del-
aware and Texas
exhibited identical male-female
wage gaps in 2004, with an average
full-time woman worker  receiving
84 percent of an average man’s
earnings.  But Texas had a far high-
er proportion of very low-wage
workers    9.3 percent of their over-
all workforce as opposed to 3.4
percent in Delaware.

In terms of regulatory interven-
tions to promote social equity, the
two states contrasted sharply in
2004.   Delaware was generally

supportive of the right of public
sector workers to organize and it is
not a “right-to-work” state.  Del-
aware also established a statewide
minimum wage of $6.15 per hour, a
dollar above the federal minimum.
Texas regulations are hostile to
workers who attempt to organize
themselves collectively, and it has
not raised the statewide minimum
wage above the $5.15 federal mini-
mum.

Ohio offers a mixed picture in
terms of the fairness measures.  Its

male-female wage gap in 2004 was
larger than Delaware and Texas,
while its share of low-wage work-
ers, at 5.4 percent, was between
Delaware and Texas.  Ohio is
friendly to collective bargaining,
but it operates with a minimum
wage standard of $4.25 per hour,
even lower than the federal mini-
mum.4

Overall, then, based on data for
2004, a worker in Delaware has a
significantly better chance of get-
ting a job than a worker in Texas,

5

Delaware
1st in WEI Ranking

Texas
50th in WEI ranking

Ohio
25th in WEI Ranking

Job Opportunities

Unemployment rate 3.2% 4.9% 5.1%

Long-term unemployed 0.7% 1.0% 1.3%

Involuntary part-timers 1.1% 2.1% 2.2%

Job Quality

Average hourly wage
(adjusted for cost of living) 

$16.69 $14.61 $15.54

Percentage with 
health insurance benefits

65% 55% 63%

Percentage with 
retirement benefits

58% 48% 56%

Workplace Fairness

Female wage as 
percentage of male wage

84% 84% 79%

Percentage of very 
low-wage workers

3.4% 9.3% 5.4%

Public sector bargaining laws Supportive Opposed Supportive

“Right-to-work” state No Yes No

Statewide minimum wage rate $6.15 $5.15 $4.25

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf

4.  State-level minimum wage laws below the federal standard apply only to workers who are not covered by the federal Fair Labor Standards Act
(FLSA).
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as well as a better chance that the
job will be full-time.  The average
worker in Delaware will also be
earning substantially more per hour
than a Texas worker, even after tak-
ing account of differences in living
costs between the two states, and
will be much more likely to get
health insurance from their employ-
er or union and an employer-pro-
vided retirement plan.   Finally,
there is generally more equality
among different types of workers in
Delaware than in Texas, and work-
ers have a far more favorable envi-
ronment to organize themselves
collectively.  

Ohio stands in an uncomfortable
midpoint between the poles of
Delaware and Texas.  Unemploy-
ment is a severe problem in Ohio.
But if you can get a job in Ohio,
you will be, on average, significant-
ly better off on all counts than a
comparable worker in Texas.

Our findings do not suggest that
Delaware offers ideal conditions for
workers.  Among other considera-
tions, a full 35 percent of Delaware
workers do not receive employer-
or union-provided health insurance,
and 42 percent do not get employ-
er-provided retirement benefits
this even in a state with relatively
strong regulatory protections for
working people.  

We are also likely to see
changes in the rankings for next
year.  For example, Florida institut-
ed a statewide minimum wage of
$6.15 per hour in 2005, which will
improve its rankings, while Indiana
and Missouri are likely to fall in
rank because both sharply weak-
ened the bargaining rights of public
sector workers in 2005.

Work 
environment
and 
overall 
economic 
climate 
Do states like
Delaware, New
Hampshire, Min-
nesota, Vermont
and Iowa, which
offer their work-
ers a relatively
good situation,
suffer in terms of
overall economic
performance?
The short, gener-
al, ans-wer is no,
as we will see
below.  If any-
thing, as a general
conclusion, states
that offer a decent work environ-
ment also tend to do somewhat bet-
ter in terms of overall economic
performance.  But there are also
wide variations in these results,
with some states with high WEI
rankings doing poorly by some
measures of business climate while
others do well.

We can show our overall find-
ings clearly in the three accompa-
nying graphs.   These graphs plot
the WEI against three basic indica-
tors of a state’s business conditions:

1) Overall economic growth
from 1999 - 2004;

2) The rate of new business for-
mation from 1998 - 2003 (the last
year for which data are available
for this category); and 

3) The rate of job growth for
1999 - 2004.

For these graphs, each dot repre-
sents one state’s data points: its

ranking both in terms of the WEI
and the given economic 
indicator.  If worse economic con-
ditions (i.e. slower economic
growth, slower rates of new busi-
ness formations, or slower job
growth) correspond with a higher
WEI ranking, we would then see a
pattern to the small dots on the
graph running downward from the
upper left- to the lower right-hand
corners of the graph.  In other
words, economic conditions would
be seen as going down while the
WEI rankings are going up.  The
line in each graph provides a sum-
mary measure of the overall pattern
of the individual data points.  The
line would run even more clearly
downward from the upper left- to
the lower right-hand sides of the
graph if business conditions in the
states tend to get worse while WEI
rankings rise.  However, if the data 
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Low-ranking 
WEI States

High-ranking 
WEI states
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Overall Economic Growth
Economic growth and WEI rankings move
upward together moderately.

North Dakota

Delaware

Texas

Ohio

Louisiana

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf
Note: Figures for both average economic growth and the WEI are     

the state-by-state rankings, from 1st to 51st.
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points do not bunch up tightly
alongside the summary line, it sug-
gests that there is no strong pattern
at all to the relationship between
the WEI and the business condi-
tions indicator.  

But if the relationship between
business conditions and a state’s
WEI ranking is positive    if, for
example, states with a high WEI
also tend to experience relatively
faster economic growth    then the
overall pattern of data points and
the summary line in the graph will
trend upward, from the lower left-
hand corner to the upper right hand
corner of the graph.  Economic
conditions will be seen as going up
along with the WEI rankings.  With
each of the graphs, we identify the
data points representing Delaware,
Texas, and Ohio, as well as a few
additional selected states.

Considering first the graph
showing the relationship between
the WEI and overall economic
growth in the states (page 6), there
is a clear, if moderate, upward pat-
tern to the data points, and that is
reflected in the summary line run-
ning from lower left to upper right.
This means that the relationship
between the WEI and overall eco-
nomic growth is positive, if moder-
ately so.  In other words, as a broad
generalization, states with relatively
high WEI rankings do tend to expe-
rience relatively faster economic
growth.

In terms of the graphs consider-
ing rate of new business start-ups
and job growth, in both cases the
series of data points present basi-
cally no patterns whatsoever.  The
summary lines in both cases are
almost running horizontal across 

the graphs (the line runs slightly
positive for new business start-ups
and slightly negative for job
growth).  This means there is no
general trend at all among the
states in the relationship between
the WEI and either new business
formation or job growth.  The
states with a higher WEI do not
experience faster rates of business
formation and job growth, but they
also do not experience slower
growth, even while overall condi-
tions for workers in these states are
better.

Combining all three of our
measures of business performance,
the overall story, again, is that
states with a high WEI are consis-
tent with overall economic condi-
tions that are at least as favorable,
if not somewhat more favorable,
than those with low WEI rankings.
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Texas

Ohio

Delaware

Minnesota
Arkansas

Low-ranking 
WEI States

High-ranking 
WEI states
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New business start-ups
No overall relationship between start-ups
and WEI rankings

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf

Job growth
No overall relationship between job growth
and WEI rankings

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf

Alaska

Delaware
Texas

Louisiana

Alabama

Ohio

Low-ranking 
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High-ranking 
WEI states
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Note: Figures for both the business start-up rate and the WEI are      
the state-by-state rankings, from 1st to 51st.

Note: Figures for both the rate of job growth and the WEI are       
the state-by-state rankings, from 1st to 51st.
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This overall finding suggests
broader considerations as well.  In
our present era of globalization, it
is often argued that the only way
for U.S. businesses to compete in
the global market is to cut back on
providing decent opportunities for
workers    to pursue, in other
words, what has been termed a
“low-road” work environment in
the United States.  But we have
seen from the WEI that those states
in the U.S. that provide a relatively
decent work environment do not
generally perform poorly in terms
of overall economic conditions.
This pattern within the United
States itself invites us to consider
ways in which a decent work envi-
ronment in the United States rela-
tive to the rest of the world could
also be consistent with a strong
U.S. position in the global econo-
my.  

The relationship between the
WEI and other economic 
climate indices
Of course, one can measure overall
economic conditions on a state-by-
state basis through means other
than the three indicators we have
chosen: economic growth, new
business start-ups, and job growth.
At least seven different organiza-
tions have constructed their own
state-by-state indexes, focusing on
factors that, in their view, comprise
a favorable business climate.  These
seven indexes are:

1)  Fortune magazine’s “Best
States for Business” index;

2)  Site Selection’s “Top 25 State
Business Climate” index;

3)  The Small Business and
Entrepreneurship Council’s “Small

Business Survival Index”;
4)  The Tax Foundation’s “State

Business Tax Climate Index”;
5)  The Cato Institute’s “Fiscal

Policy Report Card”;
6)  The Pacific Research

Institute’s “U.S. Economic
Freedom Index”;

7) The Beacon Hill Institute’s
“Competitiveness Index.”

How does the WEI move in rel-
ation to these various measures of
the states’ relative business cli-
mates?  In fact, there is no single
answer to this question.  The vari-
ous business indexes do not meas-
ure business climate in consistent
ways, and do not produce even
broadly similar rankings from state
to state.  

For example, California is ranked
first in the Fortune magazine index,
probably the most widely publicized
of these various measures.
However, California is ranked 50th
in the Small Business and
Entrepreneurship Council’s Small
Business Survival Index; and it is
ranked 49th in the Pacific Research
Institute’s U.S. Economic Freedom
Index.  California’s ranking ranges
between 14th and 38th according to
the other five measures.

Given that these businesses
indexes offer no consistent view as
to what constitutes a favorable
business climate, it is therefore not
surprising that we get widely vary-
ing results when comparing these
indexes with the WEI.  As such,
there is no evidence emerging from
these indexes that would suggest a
need to alter the conclusion we
have reached above:  that states
offering a decent work environment
also provide an overall economic
climate that business should find at
least as attractive, if not more
attractive, than the states that per-
form poorly according to the WEI.

WEI and Poverty
Do the advantages provided by
high-ranking WEI states for people
in the workforce spill over more
generally, to benefit the least
advantaged residents of the various
states?   To be more specific, do
states with a higher WEI ranking
also have proportionally fewer resi-
dents living in poverty?  One would
expect this to be so.  States that
offer better average wages and ben-
efits, with lower unemployment
rates, and a higher level of work-
place fairness should also be rela-
tively more successful in keeping
people out of poverty.  

To address this question, we
provide data in the accompanying
graph (page 9) which plots each
state’s WEI ranking against a rank-
ing based on the percentage of peo-
ple in each state that live in poverty
(according to the U.S. govern-
ment’s official poverty line).  The
story from the graph is clear.  There
is a very strong and consistent cor-
respondence between high WEI 
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rankings and low poverty rates.  
Of course, the inverse is also true:
states with low WEI ranks have
proportionally more people living
in poverty.  Thus, as the graph
shows, Louisiana and Texas, the
two lowest-ranking WEI states also
are among the states with the high-
est poverty rates.  Delaware, by
contrast, has both the highest WEI
rank and the third lowest poverty
rate.

Observers across the political
spectrum have long held that creat-
ing an abundance of decent jobs is
the most desirable strategy for
fighting poverty.  The point that is
suggested by the graph is that an
anti-poverty strategy based on jobs
is viable as well as desirable.
More good jobs will mean less
poverty.  This point is especially
pertinent in the aftermath of
Hurricane Katrina, whose impact
was devastating on the poor in New

Orleans.  As the task of reconstruct-
ing New Orleans begins, perhaps
the single most important aim
should be to simply create more
decent work opportunities in the
region  than was evidently the case
prior to Katrina.

Conclusion

Of course, the WEI is not a
substitute for detailed per-
spectives on any single

aspect of working life in a state,
region, or the country as a whole.
Nor does the WEI by itself offer an
obvious policy agenda either for
promoting business growth or
reducing poverty in any given state
or region.   But the WEI should be
a useful new tool for illuminating
some general features of working
life in the U.S. today.  Most impor-
tant, we are able to see clearly from
this first installment of the WEI the
sharp overall differences between

states such as Delaware, New
Hampshire, and Minnesota versus
Louisiana, Texas and Arkansas in
the opportunities available for
adults who work for a living, i.e.
the overwhelming majority of peo-
ple in all states.  Moreover, we are
able to see that states can operate
with a healthy overall economic cli-
mate    indeed, if anything, a more
favorable overall climate    even
while maintaining lower poverty
rates and a work environment that
treats people with a measure of
decency.
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WEI and Poverty
High WEI rankings correspond closely with
low poverty.

Source: http://www.umass.edu/peri/resources/wei/techappendix.pdf

Louisiana
Texas
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Missouri

Delaware

Note: Figures for both the poverty rates and the WEI are the state-
by-state rankings, from 1st to 51st.
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“The Work Environment Index maps the climate for workers

in America. There are plenty of rankings showing which

states provide the best climate for business; the WEI shows

which are best for workers. It’s a useful tool for legislators

and other policy makers looking to improve the lives of

American workers and their families.”

SENATOR EDWARD KENNEDY

“The Work Environment Index is an important new tool for

understanding how our economy can work for both busi-

ness and employees. A major finding of this study is that

states can provide both a decent working environment for

their citizens and develop a strong business climate.”

JUDITH McHALE, CEO DISCOVERY CHANNEL
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“PERI's Work Environment Index is a brilliant innovation that

will supplant a generation of poorly-done business climate

indices. Heintz,Wicks-Lim and Pollin rebut the argument,

heard in every state capitol, that prosperity depends on

lowering workplace quality.”

ANN MARKUSEN, DIRECTOR

PROJECT ON REGIONAL & INDUSTRIAL

ECONOMICS, UNIVERSITY OF MINNESOTA

“The promise of America has always been that if you work

hard, you will be rewarded with a paycheck that supports a

family; affordable, quality health care; and a retirement with

dignity. . . The Work Environment Index  will help public

officials, unions, community groups, and responsible employ-

ers who want to partner to make a new American Dream

come true in the 21st century."

ANDREW L STERN, PRESIDENT

SERVICE EMPLOYEES INTERNATIONAL 

UNION (SEIU)


