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Union Contract Arbitration in the U.S. and Canada
How Arbitration Encourages Contract Settlement

Even when workers overcome harassment and intimidation by their companies to successfully form a union, too many are
denied a first contract. A key provision of the Employee Free Choice Act will give both workers and companies the right to
request an independent arbitrator if they can’t settle a contract, helping stop unfair delay tactics used by corporations and
ensure negotiations are completed in a fair and efficient manner.

Opponents of the bill misleadingly paint the arbitration provision as a job killer, claiming arbitrators would impose

terms on companies that would cause them to go out of business. However, evidence from Canada and the U.S. public
sector, where arbitration laws have long been in place, tells a different story. In fact, new research demonstrates that when
arbitration is an option it is rarely used, and when contracts are reached through arbitration, the wage increases that result
are nearly identical to those reached through voluntary collective bargaining.

Few Public Sector Contracts Reach Arbitration Stage in U.S.

In half of the states and the District of Columbia, public sector employees already have the right to resolve collective
bargaining conflicts through an independent, third-party arbitration process. Thirty years of evidence from these laws
shows that it’s the possibility of arbitration, not the actual procedure, which encourages parties to settle. As MIT economist
Thomas Kochan and Harvard Law professor Arnold Zack note, where arbitration is an option, 90% of contracts are
settled voluntarily.! On the rare occasions when an arbitrator imposes a contract on a public employer, numerous studies
have shown that the wage increases are similar to those won through voluntary settlements.?

Arbitration Produces Similar Wage Increases to Voluntary Bargaining

First contract arbitration laws have been in place for decades in Canada. The process is available in eight of the 11
Canadian jurisdictions, and covers more than 80% of the workforce.> Wilfrid Laurier University Professor Susan Johnson
identified the average rate of first contract arbitration use during the years the process was available for each jurisdiction.
As the below table indicates, the vast majority of first contracts are reached voluntarily—few are settled through the
arbitration process.
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In Quebec, 8,225 union contracts were negotiated in the
public and private sectors since 2000, and only 124 were
settled through the arbitration process. For the 30 private sector arbitrated settlements reached between January 2006 and
April 2009, the average annual wage increase was 2.1%. In the same time period, the average annual wage increase reached
through a matched sample of negotiated settlements was also 2.1%.

In Ontario, 24 of the 1,484 private sector contracts negotiated between January 2000 and April 2009 were settled through
the arbitration process. The average annual wage increase during this period was 3.0% for all arbitrated contracts and 2.6%
for all negotiated contracts.



Data from Newfoundland and the federal jurisdiction
further demonstrate that the arbitration process is an
unbiased system that results in wage increases that

are nearly identical to those increases in voluntarily >%
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negotiated contacts. In Newfoundland, the average Arbitrated Canadian Union Contracts

annual wage increase was 2.9% for both the four
arbitrated contracts settled from 2005 to 2008 and

for the 44 negotiated contracts reached during that
period.® Finally, for private sector employers covered
under the federal jurisdiction, the average annual wage
increase for arbitrated agreements reached between
2006 and 2009 was 2.4%, while the negotiated wage
increases averaged 2.2% during that period.”
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Though corporate special interests insist that
businesses can’t survive under first contract arbitration Quebec Ontario  Newfoundland _ Federal
laws, many international companies have successful Jurisdiction
operations and bargain collectively with their unions, D Non-Arbitrated Agreements - Arbitrated Agreements
including Ford, Hershey, Boeing, General Electric,
and Safeway, among others in Ontario. Also some
major companies, such as Greyhound and Aramark, have been through the arbitration process under Ontario’s labor law. In
Quebec, major international companies like Wal-Mart, Staples, and Laidlaw settled collective bargaining agreements through
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the arbitration process.

U.S. and Canadian labor law adequately demonstrates that arbitration is a fair and necessary incentive to help workers and
companies resolve contract disputes. Yet, because most workers in the U.S. don’t have a right to arbitration, over half of
workers are denied a contract by their employers a year after forming a union.® It’s time to level the playing field through the
Employee Free Choice Act so we can have the economy work for everyone again.

For more resources on mediation, arbitration, and the Employee Free Choice Act, visit American Rights at Work:
www.americanrightsatwork.org.
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