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Introduction

A recession is typically characterized by falling average income, falling consumption and investment, and
elevated levels of unemployment and governmentborrowing,among other macroeconomic indicators. During
a recession and the years immediately following it, many employers are faced with added pressure toreduce
costs which translate into various restraint measures thatdirectly impact employees’ job status, wage, as well
as non-wage benefits, and this can often result in contentious negotiations between employers and unions.
Empirical literature suggests that during the period following the ‘great recession’in 2008, employers were
more aggressive in the negotiation tables and unions were expected to make concessions with little or no
promises of anythingin return (Strangeretal 2013). Furthermore, faced with budget deficits and changesin
labour relations, governments were forced to adjust compensation practices in many instances (Perlman
2011).Thislends supporttothe fact that the business cycle influences collective bargaining. However, the
extent of recessionary impact on bargaining activities depends on policies and measures putin place by the

governments in responding to difficult economic conditions (Ibsenetal 2011).

To contribute to the ongoing academic discussion, this analysis presentssome stylized facts in relation to
recessions and settlement patterns in Canada. Analyzing the stages! the negotiations went throughbefore
reachingan agreementis an alternative way to understand the bargaining climate, ratherthan looking at the
number and duration of work stoppages as a summary indicator. Using data collected by the Workplace
Information and Research Division ofthe Labour Program, this study analyzes the stages of all major
collective bargaining negotiations that took place in the periods before, during, and after the recessions

experienced by Canada over the last three decades, with a particular focus on the last stage of negotiations.2,3

! Appendix A provides a description of the various bargaining stages.
2 Major settlements are defined as those agreements covering 500 or more employees
3 Throughout this analysis, the ‘last stage” refers to the stage at which the negotiation was settled.
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1. Settlements by last stage of negotiation

Business Cycle of 2001-2014

Ithasbeen more than five years since the last recession (2008-09) occurred, and the economy is still

experiencing some of its lasting effects. Employers are still looking for ways to cut operational costs while

employees are demandingjob security and increased compensation. This hasled tointense negotiations

between the partiesand a greater reliance

on third-party involvementin bargaining. Compared
to the recessionary period, a smaller proportion of
negotiations were settled through direct bargaining
during the period after the recession (Figure 1).
Furthermore, the proportion of negotiations that
required arbitration or legislative interventionswas
considerably higher before (9.7%) and after (20.2%)
the recession, than during the recession itself (5.2%).
This may indicate that the severity ofthe recession
wasrecognized by both employers and unions, and as
such, negotiations were not overly contentious

during the recessionary period.

Business Cycle of 1985-1994

Negotiations became increasingly contentious
throughout the recession ofthe early 1990sand in
the yearsimmediately following it (Figure 2). The
proportion of settlements througharbitration or
legislative interventions grew from 6.6%in the
pre-recession period to 12.3% during the recession
and to a substantial 37.3%in 1993-1994.
Negotiations settled through direct bargaining,
conciliation, and mediation declined from 87.7%
duringtherecession to 62.6%in the post-recession

period.

Figure 1: Settlements by last stage of negotiation,
2001-2014
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Figure 2: Settlements by last stage of negotiation,
1985-1994
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Business Cycle of 1978-19844 Figure 3: Settlements by last stage of negotiation,

_ o , 1978-1984
The proportion of negotiations settled through direct

100% -
bargaining tendedto gradually decline between 1978 90%
. . 80%
and 1984 (Figure 3). Aswell, during the 70;
(]
post-recessionary period, there was a sharp increase 60%
50%
in the share of negotiations that required legislative 40%
intervention, comparedtothe periods during the ;g:f
(]
recession and before. 10%
0% T T 1
1978-1980  1981-1982  1983-1984
(recession)
™ Bargaining B Conciliation
™ Mediation ™ Arbitration
™ Legislation/Other
2. Last stage of negotiations by sector
Business Cycle of 2001-2014 Figure 4: Last stage of negotiationsby sector,2001-2014
Both publicand private sectors had elevated 100% 1w — — —
P P 90% -—-—_—-—_—-— —
levels of negotiations settled through direct 80% - ————
70% - r
bargaining duringthe recession, when 60% - -
50% - r
compared with the periods immediately before 40:%: _ L
and after (Figure 4).In the publicsector, the 282 i
proportion of negotiations thatrequiredeither 183’ 11 || | | || || T
o
arbitration or legislative interventions increased Private | Public | Private | Public | Private | Public
X . . sector sector sector sector sector sector
significantly from alow of 7.0% during the
_ _ . 2001-2007 2008-2009 2010-2014
recession to a high of 26.7% during the years (recession)
after the recession. Such drastic shiftsin the m Bargaining ® Conciliation » Mediation
settlement patterns werenotseen in the private ™ Arbitration ™ Legislation/Other

sector.

* The Workplace Information and Research Division data goes back only to 1978.

Page 3 0f 13



Business Cycle of 1985-1994 Figure 5: Last stage of negotiationsby sector, 1985-1994
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Figure 6: Last stage of negotiationsby sector,1978-1984
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from 81.9%in the pre-recession period, toa

mere 44.2% in the post-recession period.

3. Last Stage of negotiations by jurisdiction

Business Cycle of 2001-2014

Settlement patternsvaried across the major jurisdictions (Figure 7). Ontario saw a notable decline in
settlementsreached throughdirect bargaining, conciliation, and mediation in the years following the
recession (60.0%), when compared to the periods during the recession itself (97.0%). The settlement pattern

in the federal jurisdiction remained relatively stable throughout all three phases of this business cycle.
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Figure 7: Last stage of negotiations by major jurisdiction, 2001-20145
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Business Cycle of 1985-1994

Similar tothe business cycle discussed above, no stable pattern emerged across the jurisdictions over the
course of the business cycle of 1984-1994 (Figure 8). During the post-recessionary period, a substantially
higher proportion of negotiations were settled throughlegislative interventions in Ontario, Quebec, and the
federal jurisdiction, compared to the recessionary period. The vast majority ofthese agreements were in the
publicsector. On the other hand, all private-sector settlementsin Alberta and British Columbia in the

post-recession period were settled either through directbargaining, conciliation, or mediation.

Figure 8: Last stage of negotiationsby major jurisdiction, 1985-19946
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> Settlements in these five jurisdictions represent 84.2% of the total sample over this business cycle.
® Settlements in these five jurisdictions represent 85.7% of the total sample over this business cycle.
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Business Cycle of 1978-1984

Negotiationsin some jurisdictions were far more contentious than in others (Figure9).In the federal
jurisdiction, the proportion of negotiations settled through arbitration or legislation was 26.5% from
1978-1980,but grew to 37.7% during the recession, and to 73.0% over1983-1984. Clearly, this recession
impacted the bargaining climate in the federal jurisdiction to a greater extentthan in other jurisdictions.
Settlements through arbitration or legislation alsoincreased in Ontarioand Quebecas well. In the post-
recession years, 39.8% of Ontario settlementsand 37.7% of Quebec settlementswere througharbitration or
legislation. Almostall ofthe imposed settlements in these twojurisdictions werein the public sector, which
indicates that these years can be characterized by a volatile bargainingclimatebetween governments and

public-sector unions.

Figure 9: Last stage of negotiationsby major jurisdiction, 1978-19847
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4. Last stage of negotiations by industry
Business Cycle of 2001-2014

Settlement patternsvaried across major industries (Figure 10).8 Notably, 88.6% of negotiations were settled
in education, health and social services (EHSS) through direct bargaining, conciliation, or mediation in the
pre-recession period, but this figure declined to 62.6% in the yearsimmediately following the recession.In
the other four major industries, the proportion of agreements settled through arbitration or legislation
remained relatively stable over each of the three phases ofthe business cycle. In manufacturing, negotiations
through arbitration or legislation represented no more than 1.0% of settlements in the years before, during,
or after the recession, making it the least contentious major industry over this business cycle. All negotiations
in construction were in the private-sector and had a stable proportion of arbitration settlements over all three
periods.

7 Settlements in these five jurisdictions represent 85.6% of the total sample over this business cycle.
® Forthe purposes of this analysis, the five industries that represent the largest share of agreements were considered major. T hese include education, health and

social services (EHSS), public administration, manufacturing, construction, and transportation.
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Figure 10: Last stage of negotiationsby majorindustry®
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Business Cycle of 1985-1994

Inthe yearsimmediately following the recession of 1990-1992,a majority of negotiations in EHSS (50.5%)
and in publicadministration (64.9%) had tobe settled through arbitration or legislation (Figure 11). In the
post-recession period, there was an uptickin negotiations settled throughlegislation in both transportation
and construction. However, the settlementpattern in manufacturing remained relatively unchanged. EHSS
and publicadministration, which operate predominantly in the public sector, had far more negotiations

settled through arbitration and legislation during and after the recession than the other major industries.

Figure 11: Last stage of negotiationsby majorindustry, 1985-199410
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% Settlements in these five industries represent 83.6% of the total sample over this business cycle.
19 Settlements in these five industries represent 85.5% of the total sample over this business cycle
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Business Cycle of 1978-1984

Inthe yearsimmediately after the recession, a significant proportion of negotiations were settled through
arbitration or legislation in EHSS (51.1%), publicadministration (64.2%) and transportation (52.8%). The
proportion of manufacturing negotiations settled through direct bargaining, conciliation, and mediation

remained relatively stablebefore, during and after the recession

Figure 12: Last stage of negotiationsby majorindustry, 1978-198411
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In most of these three business cycles there was a notable uptickin arbitration and legislation settlements
after the recession in the predominately public sector industries: EHSS, publicadministration, and
transportation. This could be linked to industrial relation characteristics of the public sector, which needs to
be explored more. Studying public-sector unions is still receivingless attention thanthe privatesector
(Riccucci2011). Public-sector labour’s bargaining power is a function of different set of pressures: public
attitudes, government revenues, and public-policy discourse (Katz, 2013: 1043-1044). The behaviour and
strategy of public-sector bargaining units can certainly buffer againstthese pressures and the fluctuations of
the business cycle (Devinatz, 2012; Rolesetal. 2012). However, as the baby-boomer generation prepares for
retirement, government revenues, pension liabilities, and program expenses will bring public-sector labour’s

bargaining power more acutely into focus.

! Settlements in these five industries represent 83.0% of the total sample over this business cycle. Only three settlements were recorded in the construction
industry from 1978-1982.
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5. Last stage of negotiations by bargaining unit size

Business Cycle of 2001-2014

The size of the bargaining unitis a key factor in this analysis since it often influences the bargaining power of
the parties (Figure 13). Settlements through direct bargainingwere more prevalentamongstsmaller
bargaining units across all phases of this business cycle and in both publicand private sectorsrelative to
larger ones. During 2010-2014, negotiations involving smallerunits were more frequently settled through
arbitration and legislative interventions relative tolarger ones. This pattern was stronger amongst

public-sector settlements

Figure 13: Last stage of negotiationsby bargaining unit size, 2001-2014
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Business Cycle of 1985-1994

During 1993-1994, negotiations concluded with ‘imposed’ settlements through arbitration or legislation
increased significantly, regardless of the size of the bargaining unit. However, over these years the larger
bargaining units resorted more frequently toimposed settlements than the smaller ones (Figure 14). Larger
bargaining unitsin the publicsector tendedto settle through arbitration or legislation more frequently during

the period after the recession.
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Figure 14: Last stage of negotiationsby bargaining unit size, 1985-1994
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Business Cycle of 1978-1984

Across all bargaining unit sizes, the proportion of negotiations settled through direct bargainingwas
unambiguously lower in the years following the recession than during the recession itself (Figure 15). In the
post-recession period, larger bargaining units more frequently resorted to settlements through legislative
interventions than the smaller ones. However, this patternwas only pronounced in public-sector settlements
and no consistent trends emerged by bargaining unit size amongst private-sector negotiations over this

business cycle.

Figure 15: Last stage of negotiations by bargaining unit size, 1978-1984
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Key Findings

e Forall threerecessions studied in this analysis, the share of negotiations settled through directbargaining
was lower and the share through arbitration or legislation was higher during the post-recessionary
periods than during each respective recession itself.

e Public-sector negotiationswere settled more frequently through arbitration and legislative interventions
during the post-recessionary phase than during the recession.The same cannot be said about the
private-sector ones.

e Larger bargaining units had consistently recordedalower proportion of negotiations settled through
directbargaining. In the post-recessionary period ofthe 1981-1982 and 1990-1992recessions, larger
bargaining units settled their collective bargainingdisputes more frequently through arbitration or other
legislative interventions thansmallerones. However, the opposite was true during the years immediately
following the 2008-2009 recession, as smaller bargaining units settled theirnegotiations more frequently
through arbitration and legislation than largerones.

e Amongstthe majorindustries,manufacturing was the one where settlementpattern wasleast affected by
the business cycle fluctuations.
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APPENDIX A

Direct Bargaining
During this stage, negotiations occur directly between the parties: the employer and the bargaining unit.

Reaching an agreementat this stage is seen as healthy labour relations and it establishes stronger rapport
between the bargaining parties.

Conciliation
When the parties cannot reach an agreementby themselves throughdirect bargaining, a

government-appointed third party attempts to bring together the parties toreconcile their differences.The
conciliator is appointed at the request of either one or both parties or at the discretion of the Minister of
Labour (federal or provincial). The conciliator, whois usually a government employee,does not participate in
bargaining but attemptsto capture the parties’ ‘real’ issues. Conciliation is most often seen as the necessary
first step before more interventions are made toresolve the issues.

Mediation
Mediation is a more intensive form of third-party intervention than conciliation. It is a process whereby

disputing parties choose voluntarily toreconcile their differences througha third party. The mediator usually
proactively participates in the actual bargaining process, meetingjointly and separately withthe parties
duringbargainingsessions. A mediator isappointed at the request of one or both parties, or at the initiative of
the Minister of Labour

Arbitration
Arbitration can be requested by either or both parties when bargaining reaches an impasse, or it can be

imposed ifthe government considers the continuation ofa work stoppage intolerableand temporarily
suspends the right to strike and lockout. The Minister of Labour appointsan individual or a three-member
panel asarbitrator and a formal hearingis held. The arbitrator sets some or all of the terms and conditions of
the collective agreement, and the arbitrator’s decision is binding.

Back to work legislation
Governments can use ‘backtowork legislation’ or access the courts to end disputes. Most jurisdictions have

legislation thatrestricts or forbids workers in essential services from striking. A service is considered

‘essential’ when its withdrawal would cause a threat to public safety or health e.g. police officers.
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