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THE STUDY IN BRIEF

Canadian governments, both federal and provincial, heavily regulate labour relations between
unions and employers. In both the private and public sectors, this government intervention
has unintended consequences on wages and strikes.

As governments across Canada tackle their deficits, controlling labour costs will potentially be
at the top of their agendas. This makes analyzing the effectiveness of government
interventions all the more important. We find that legislation requiring compulsory
arbitration in labour disputes involving public employees has increased wages by about 1.2
percent per settlement. Although politicians might view strikes in such situations as
politically costly, they need to consider the long-term effects of arbitrated settlements;
namely, higher labour costs that are borne by the taxpayer.

Once strikes are under way, many governments have also taken steps to end them. However,
we find that resort to “back-to-work” legislation reduces the likelihood of a freely settled
contract in the next round of negotiations, perpetuating the cycle of government
intervention.

Two provinces — British Columbia and Quebec — have bans on using replacement workers
during strikes, and a similar law has been proposed federally. The long-term effect of
replacement worker bans is to increase strike length and duration while reducing investment,
wages and employment. Similarly, the practice of providing reinstatement rights for striking
workers has reduced wages while causing strikes to be more frequent and longer. The federal
and provincial governments with these laws in place should recognize their economic costs
and factor these unintended effects into any cost benefit analysis of the legislation.

For their part, unions have been seeking to get rid of secret ballots for certification votes since
they view this change as a way to ease union formation. Although removing secret ballots would
likely increase unionized-worker wages, we argue this would be at the cost of more strikes.

This Commentary provides policymakers with a fresh perspective on their potential actions
and consequences in the minefield of labour disputes. Whether governments seek to shift the
balance of labour-employer power, end work stoppages or prevent them in the first place,
policymakers should weigh the unintended consequences before acting.

ABOUT THE INSTITUTE

The C.D. Howe Institute is a leading independent, economic and social policy research institution. The
Institute promotes sound policies in these fields for all Canadians through its research and
communications. Its nationwide activities include regular policy roundtables and presentations by policy
staff in major regional centres, as well as before parliamentary committees. The Institute’s individual and
corporate members are drawn from business, universities and the professions across the country.
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ow employers and workers

represented by unions, in

both the private and public
sectors, agree on the terms of work is
determined by provincial and federal
laws and regulations. This encompasses
rules that govern how unions operate,
work stoppages, and the process of
collective bargaining.

Strikes, lockouts, and other outcomes of employer-
employee negotiations, however, affect not just
unionized employees — about one in three working
Canadians — but reverberate well beyond the
negotiating parties. Strikes in some public services
can endanger public safety and have significant
economic costs. Private-sector settlements are
important because labour costs are a key factor of
economic competitiveness; legislation that
influences wages or the likelihood of a labour
disruption may affect the competitiveness of a firm
relative to that of firms in other jurisdictions.

Governments in Canada have taken different
legislative paths with respect to making it more or
less difficult for employees to form a union or go
on strike. Some governments have also taken
measures to prohibit the use of temporary workers
to replace workers on strike or have made it easier
for workers to return to work after a strike. Laws
that govern employee-employer labour relations
sometimes are harshly criticized by both employer
and employee groups. These laws have numerous
qualitative interpretations that suggest they may
have a large range of effects. However, there is only
limited quantitative research on the effects of these
laws on workers and employers or on the economy
as a whole.

Nearly every strike by public employees receives
considerable public attention, and the hardships
faced by those who use strike-affected services are
often significant. Governments often remove the
right to strike entirely by requiring disputes to be
resolved by compulsory arbitration, or they
attempt to moderate the effects of a strike by
declaring that certain services are “essential” and
therefore cannot be fully withdrawn, although
labour stoppages may still occur. Governments also
sometimes intervene with “back-to-work”
legislation to force an end to a dispute. Such
government measures, however, often have indirect
consequences. For instance, one of the most
important effects of labour relations laws in the
public sector is on wages, which in 2007
amounted to $161 billion (Statistics Canada
2007), representing (along with benefits)
approximately 70 percent of total public-sector
costs (Eaton 2007). A small change of, say, 0.5
percent in all public-sector collective agreements,
therefore, would increase or decrease total public-
sector costs by $800 million. Other unforeseen
effects of public-sector labour relations laws
include potentially longer strikes and labour
disruptions such as work-to-rule, illegal strikes,
and slowdowns.

By investigating the lessons from previous
governments’ changes to labour legislation, we
intend this Commentary — which focuses on
legislation governing collective bargaining, labour
disputes, and how employees become unionized* —
to provide a more complete examination of the
consequences of such labour legislation than
previously available to policymakers.2

To preview the results, we find that banning
strikes increases public-sector wage levels
appreciably. Bans on temporary replacement
workers lower wages, contrary to previous

The authors would like to thank Geneviéve Laurence, Charles Philippe Rochon, Catharine Emberly, Sylvie Gratton, Philip Malfara, and Victoria
Hanga of Human Resources and Skills Development Canada and Susan Johnson of Wilfrid Laurier University for kindly providing information
on legislation and the data used in this analysis, as well as the staff at the library of the Centre for Industrial Relations and Human Resources,
University of Toronto. Participants at the Canadian Economics Association 2009 conference, Colin Bushy, Claire de Oliveira, Craig Eschuk,
Morley Gunderson, Andrew Jackson, Susan Johnson, Alex Laurin, Finn Poschmann, Bill Robson, Charles Philippe Rochon, Andrew Sims and
Jiong Tu provided helpful comments. The authors take full responsibility for the work in this paper.

1 We do not examine employment standards or health and safety-related issues directed by legislation. As well, we do not take into account the
legal effects of Supreme Court rulings or International Labour Organization decisions defining freedom of association.

2 Governments' ability to intervene in collective bargaining disputes may well be limited by the 2007 decision of the Supreme Court of Canada
(Health Services and Support-Facilities Subsector Bargaining Assn. v. British Columbia, 2007 S.C.C. 27), which found that collective bargaining is
included in freedom of association in the Canadian Charter of Rights and Freedoms.
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evidence, and increase the likelihood and length of
strikes, as do reinstatement rights for striking
workers. Allowing union certification only
through a secret ballot decreases the number of
strikes and wages of unionized employees. We also
find that emergency back-to-work legislation has a
chilling effect on negotiations in subsequent
bargaining rounds.

Jurisdictions with reinstatement rights for striking
workers — which include the federal government
and all provinces except British Columbia, New
Brunswick, Nova Scotia, and Newfoundland and
Labrador — should recognize that such legislation has
the unintended effect of increasing the length of
strikes while lowering wages.

Provinces that are considering removing the
right to strike of public employees — be they
transit workers, emergency workers, medically
related staff, or otherwise — and requiring all
disputes to go to arbitration should know that
such action likely would increase wages. Likewise,
provinces that are looking to reduce labour costs
in bargained settlements, as Ontario has recently
stated, should consider removing the requirement
that disputes go to arbitration as a way of reducing
wage costs. Lastly, we recommend that any
government that ends ongoing work stoppages
with back-to-work legislation — as Ontario
recently did for employees of the Toronto Transit
Commission and York University, and British
Columbia did for paramedics — should recognize
that such action reduces the probability of
reaching future agreements through normal
bargaining processes and increases the likelihood
that they will have to rely on this thorny, intrusive
instrument again in the future.

Unions and Strikes in Canada

Before discussing the effect of labour legislation on
the Canadian economy, we must first consider the
facts on unionization and labour action in Canada.

Unions

The fortunes and future prospects of unions have
changed in Canada over the past 30 years. The
rate of collective bargaining coverage — the
percentage of workers who are represented by
unions — has fallen in the private sector, from a
peak of 21 percent in 1997 to 18 percent in 2009
(Figure 1).2 Public-sector union coverage, which,
at about 75 percent, is much higher than in the
private sector, has recently returned to the level of
the 1990s. The overall union coverage rate,
including both public- and private-sector workers,
fell from a high of 34 percent in 1997 to 31
percent in 2009. The drop in private-sector
unionization could be due to a number of factors,
such as globalization leading to greater competi-
tion between unionized and non-unionized
employees, industrial reorganization, a shift toward
a knowledge and services-based economy in which
collective bargaining is less prevalent, and changes
in the laws that govern unions.

Previous analyses of the effect of union
legislation on the private sector with respect to
issues such as strike incidence, wage levels, strike
duration, and investment (see, for example,
Cramton, Gunderson, and Tracy 1999; Budd
2000) are based largely on data from the late
1960s to 1993. Likewise, most analyses of
Canadian public-sector labour legislation (such as
Currie and McConnell 1991, 1996; Gunderson,
Hebdon, and Hyatt 1996) are based on data from
the 1960s through only 1985.* In the intervening
years, however, the landscape for labour unions in
Canada has changed considerably, with a far lower
rate of private-sector unionization, a number of
legislative changes, and a more globalized
economy. Businesses, unions, and policymakers
therefore need to understand how these laws affect
labour relations today, rather than in an era when
labour relations were markedly different.

3 Data from 1997 to 2008 are the share of workers covered by a collective bargaining agreement with a union, but are not necessarily union
members. Thus, the decline in private-sector unionization after 1997 is even more significant than represented in the figure because union coverage

is an upper-bound level of union representation.

4 Some more recent analyses of Canadian public-sector labour relations cover Ontario’s legislative changes through 1993; see Hebdon and Mazerolle

(2003) and Eaton (2007).
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