
'i 

' l 

-
<. 

I j 

·. ; 

.. ,. 

Innis 
-
HB 
74.5 
.R47 
no.230 

wo1u<.1N i:; 

f'!9PE 1<.S · 

/Lf c tf /-1 S TE. ;c_ U. 

# Ol36 

Wages and Interest Arbitration: 

A Case Study of the Canadian 

Federal Public Service 

by 
GEORGE SAUNDERS 
Associate Professor 
of Industrial Relations 

McMaster University 
August, 1984 

Research and Working Paper 
Series No. 230 



Wages and Interest Arbitration: A Case Study of the canadian Federal 

I. Introduction 

Public Service 

George Saunders* 

The Public Service Staff Relations Act of 1967 (PSSRA) gave canadian 

federal public servants a choice of proced ures for negotiating their 

collective agreements. Before corrrnencing negotiations for a new collective 

agreanent each of the 100 odd certified bargaining units representing about 

250, 000 fed eral civil servants selects arbitration or conciliation/strike as 

the method of dispute settlanent.l If arbitration is selected, the right to 

strike is renounced for those particular negotiations and impasses must go to 

final and binding arbitration. If conciliation/strike is selecte::i then 

impasses first go to an ad hoe conciliation board before strike rights can be 

exercised, subject to anployees within the bargaining unit who are designated 

as not having this right because they are deemed to be essential to the safety 

or security of the public. Bargaining units can change this choice before 

each round of negotiations. The government-employer must abide by the 

decision of the bargaining unit. 

This unique system of collective bargaining has been extensively studied 

arrl corrrnente::i on but very little attention has been paid to its impact on 

wages (Finkelman, 1974; Barnes and Kelly, 1975; Anderson and Kochan, 1977) . 

Recent actions by the federal government to encourage or even force its 

*Associate Professor of Industrial Relations, McMaster University. The author 
is indebted to F. Quinet and L. Mitchell, Pub lic Serv ice Staff Relations 
Board, Ottawa; w. Simpson, Uni versity of Manitoba and J. Rose, McMaster 
University for assistance and comnents. 

1The number of bargaining units changes because of new certifications, 
decertifications and mergers of units. During the course of the 1967-78 
period the number varied between 101 in 1975 and 115 in 1971. The number of 
�ublic servants covered by these units has also varied from a low of 198, 000 
in 1967 to a high of 263, 000 in 1978 (no figures are available for 1970 to 
1973) (PSSRB, Annual Reports) • -
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employees to make greater use of arbitration for the settlement of impasses 

presumably to control conflict elevates the question of the impact of this 

method of dispute settlement on wages (Barnes, 1982; House of Commons, 1978) •2 

Specifically, should arbitration become the mode of dispute settlement what 

will be its impact on the wages of Canadian federal civil servants. This 

paper attempts to provide some answers to this question by comparing the wage 

outcomes of the two methods of dispute settlement, that is, "the arbitration 

route" and "the conciliation/strike route", during the period 1967-78. 

The paper is divided into seven sections. The following sect�on, Section 

II reviews the literature on wages and a�bitration. Section III provides 

further pertinent information on the Canadian federal choice of procedures 

system. The data are discussed in Section IV and Section V reports on the 

results of the wage comparisons. Section VI discusses these resu lts and 

assesses the probable impact of arbitration. Section VII concludes the paper. 

II. Review of the L1terature 

Writers have not yet made up their minds about the impact of arbitarion 

on wages. The literature on the subject is relatively sparse ccmpared to the 

1 i terature on the impact of arbitration on col lecti ve bargaining. The few 

studies on wages that exist are conf licting ( De laney, 1983; Downie, 1979; 

Loewenberg, 1976; Olson, 1980; Stern et al, 1975; Thompson, 1981) . Some 

writers argue that arbitration raises wages, others say it lowers wages and 

still others maintain that arbitration is neutral with respect to wages. 

Those that argue an upward impact do so for two main reasons. 

1) arbitration serves to raise the wages of "weak" unions when the 

system is first introduced bringing them into line with the market. 

2 Bills c22 and c2 8 tabled in the House of Corrrnons in 1978 would have 
encouraged greater use of arbitration, if they had passed and become law. The 
success of the government to designate air traffic controllers in 1981 despite 
the objections of the controllers and the decision of the PSSRB will to all 
intents and purposes remove the right to strike from this group and encourage 
or force.them to opt for arbitration. 



2) . the criteria used by arbitrators impart an upward bias because they 

include factors which favour larger as opposed to smaller wage increases 

(Gunderson, 1982) . According to this a·rgument arbitrators tend to ignore 

market forces that may otherwise restrain wage increases, they are more 

strongly infl uenced by tight as opposed to loose labour markets and 

their notions of a �ocially acceptable minimum are generally higher than those 

found in other sectors or markets. 

The supporters of a downward impact of arbitration rest their case on the 

conservatism of the arbitration process and the consciousness of arbitrators 

of their position of trust, particularly in the public sector (Saunders, 

1980) • In most legislation providing for interest arbitration in the public 

sector governments have. little recourse but to pay for awards haQded dowri by 

arbitrators. In these situa tions arbitrators may be acutely aware of the 

effect of their decisions on the government's fiscal position and this 

awareness could lead to1ower awards tha n would otherwise ·prevail. 

Those writers who support
. 

a neutral position for arbitration point to the 

comnon use of canparability criteria (Gunderson, 1982) . Because of their 

objectivity and relative ease of use, these criteria enjoy general acceptance 

by the parties as a means of setting wages for public sector workers. 

Empirical studies support al l three positions with the majority 

showing arbitration as having a small upward bias (Downie, 1979) . However, 

the limited number of such studies, their different coverage and 

different methodology make it difficult to draw firm conclusions. Clearly 

this is an area where more research is required before a consensus is 

possible. 

III. Choice of Procedures and the PSSRA 
----- -- -- ---

A choice of procedures system introduces another dimension to the debate. 

Choice of proced ures is a relatively new method for dispute settlement an:l. is 
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found only in the public sector in five jurisdictions in North America.3 The 

choice of dispute settlement method, arbitration or strike, may rest with the 

u n io n, the emp l oyer or t he t w o  join t l y. I n  the t hree C a n adian 

jurisdictions where the system is found the choice rests with the union. 

At the federal level once the choice is made by the union, either party 

is free to request third P?rty intervention during the course. of negotiations. 

Thus, either party may request arbitration in the arbitration route or a 

conciliation board in the conciliation/strike route should an impasse develop 

in negotiations. These requests are made to the Public Service Staff 

Relations Board (PSSRB) , an independent agency established to administer the 

PSSRA. 

In the �onciliation/strike route, if the parties do not accept the 

recorrmendations of the conciliation board, the union is free to strike. 

Strike rights are subject to certain employees in the bargaining unit staying 

behind to ensure the continuation of emergency or essential services. .The 

designation of these employees is itself subject to �egotiations by the 

parties with the PSSRB making the final decision should the parties be unable 

to agree. 4. 
Under the PSSRA the government-employer does not have lockout 

rights. 

The two major forms of third party intervention, arbitration in the 

arbitration route and the conciliation board in the conciliation/strike route 

have very different structures. The arbitration function is administered by 

the Arbitration Tribunal, a permanent body of the PSSRB. The tribunal 

comprises a chairman, who is a full-time employee of the PSSRB, and panels of 

3rn Canada, the system is found at the fed eral level where it first 
appeared, New Brunswick and British Columbia. In the U.S. the system or some 
form of it is found in Wisconsin and Minnesota (Panak and Wheeler, 1980) . 

4The question of joint determination is now up in the air as a 
consequence of the recent unilateral designation of air traffic controllers by 
the government, an action which has been upheld by the courts. 
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neutral experts and individuals selected to represent the interests of the 

labour and management sides. These experts and individuals are from outside 

the public service, are appointed for fixed periods and serve on a part-time 

basis. Each arbitration case is handled by a chairman, either the full-time 

employee of the PSSRB o� a neutral member from the panel, and one person from 

the labour panel and one from the management panel. 

In contrast conciliation boards are established on an ad hoe basis 

comprising three members, two members nominated directly by the parties and a 

chairman chosen by the party nominees, or, in the case where there is no 

agreement, . by the Chairman of the PSSRB . While arbitration awards are 

binding, conciliation board recorcmendations are not. Further, arbitrators are 

not required to give reasons for their awards and seldom do. Conciliation 

boards operate more openly giving explanations for their recommendations and 

consider issues that are or might be interpreted to be outside the 

jurisdiction of public service collective bargaining. 

The PSSRA limits the scope of collective agreements generally to pay, 

hours of work, leave entitlement, standards of discipline and other related 

terms and conditions of employrne�t directly related to these matters and not 

covered under separate legislation. Pensions, for example, are excluded from 

agreements because they a re covered by the Superannuation Act. 

On matters of pay, the PSSRA specifies five criteria to guide the parties 

in their negotiations. These criteria apply in particular to the arbitration 

function. They include: 

a) the needs of the Public Service for qualified employees; 

b) the conditions of employment in similar occupations outside the 

Public Service, including such geographic, industrial or other 

variations as the Arbitration Tribunal may consider relevant; 
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c) the need to maintain appropriate relationships in the conditions of 

employment as between different grade levels within an occupation 

and as between occupations in the Public Service; 

d) the need to establish terms and conditions of employment that are 

fair and reasonable in relation to the qualifications required, the 

work performed , the responsibility assumed and the nature of the 

services rendered ; and 

e) any other factor that it appears to be relevant to the matter in 

dispute. 

Most of the bargaining on the employer side is handled directly by 

Treaury Board, which shares personnel responsibility for the civil service 

with-the Public Service Corrmission� Government departments employing some 95 

per cent of the employees who bargain under the PSSRA, are represented at the 

bargaining table by Treasury Board. On the employee side, some 16 bargaining 

agents bargain on behalf of the 100 or more bargaining units. Bargaining 

units are pre-determined in the legislation along occupational lines and 

parallel the wage determination process, which is occupationally-oriented . 

Given these characteristics of the dispute settlement system for Canadian 

government employees, "weak" bargaining units would be expected to select the 

arbitration route for the conduct of their negotiations while "strong" units 

would opt for the conciliation/strike route. Under normal circumstances, 

"weak" units should fare better in an arbitration regime than in a test of 

strength in a strike regime. Similarily, it could be argued that "strong" 

units will make greater gains negotiating in the conciliation/strike route 

than in the arbitration route. 

Several features of the system emphasize or qualify this expectation of 

an upward bias from arbitration. 
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The first and 

possibly the fifth can be related to market factors. These two criteria would 

be important -in tight labour markets when recruitment is difficu lt. 

The presentations of both sides before the arbitration tribunal wou ld be 

mutually supportive. In slack markets the employer presentations would use 

the w e a k  l a b o u r  m a r k e t  to s u p p o r t  l ower awards whil e  union 

presentations wou lc;l emphasize the other criteria such as internal 

relativity and equity considerations to obtain awards higher than could 

be justified by market considerations. 

2) Arbitration might tend to favour the union side since it is that 

side which decides whether or not the arbitration route will be selected. 

However, given the permanent nature of the arbitration tribunal and the fact 

that the government-employer is in a position to change the legislation should 

it be perceived that tribunal awards are biased, tempers the effect of this 

feature.. Nevertheless, evidence that it may be a factor is revealed by recent 

changes in the arbitration function to update it and make it more relevant for 

the employee sideo 

3) The Treasury Board presentation in collective bargaining, 

particularly before the arbitration tribunal are, in general, less persuasive 

and convincing because they do not focus as sharply on the issues in dispute 

affecting a particular group of employees. This follows from its position of 

cornnon employer and hence its remoteness from individual bargaining units. 

Further, Treasury Board finds it difficult at times to propose a more 

acceptable resolution of a particular dispute because of its potential 

precedent in subsequent disputes. On the other hand, the Treasury Board 

position can weigh heavily where pattern setting is important in the 

resolution of disputes. Pattern setting can be important given the ccmmon 

employer element and the interrelationship of the process (Finkelman and 
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Goldenberg, 1983) . 

4) The designation process serves to weaken the union position in the 

conciliation/strike route and this can be an important leverage in determining 

outcomes of disputes in pattern-setting situations in both routes. 

5) The permanent nature of the arbitration tribunal and the method of 

selecting its members contribute to a conservative bent. Moreover,. the PSSRA 

provides that the government must meet the financial costs of arbitration 

awards. This puts the tribunal in a position of possibly affecting the 

government's fiscal position thereby enhancing the tribunal's conservatism. 

Since reasons are seldom given for awards it is difficult to assess the extent 

of this conservatism. 

6) Finally, the greater openess, informality and readiness of 

conciliation boards to con�ider issues of concern to the parties, particularly 

the union side, may be an important consideration in the union choice of 

procedure. This factor could result in "weak" units. opting for the 

conciliation/strike route despite the possibility of a lower wage outcome. 

From this discussion the impact of .arbitration on wages under the federal 

choice of procedures system is not clear na priori". The system itself may 

have a basic upward wage bias but given the way the system operates at the 

Canadian federal level the wage outcome is indeterminate. We, therefore, 

resort to empirical evidence for some insight into the issue. 

Two oberservers who have corrunented on the wage impact of the canadian 

federal choice of procedures system conclude that there is little difference 

between arbi tral awards and negotiated settlements (Anderson, 1978, Barnes 

and Kelly, 1975) . A third observer found significantly higher settlernents 

in the conciliation/strike route compared to the arbitration route (Subbarao, 

1979) . However, Subbarao's ana l ysis was restricted to the experience of 

one year of bargaining, 1974-75, whi l e  the other two covered a number of 
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years. 

The evidence used in these studies was sparse or incomplete. For 

example, the Anderson and Subbarao studies were based on settlements involving 

bargaining units of 500 ·or more employees. In the Anderson study this 

restricte:! the sample to some 50 units, or about 45 per cent of the units 

bargaining in the Canadian federal public service. Wage information for all 

bargaining units has recently been compiled by the PSSRB arx1 made available 

for the current study. We now turn to an analysis of this new data base. 

IV. The Data 

The wage data for this study come frqm the settlement files maintained by 

the Pay Research Bureau (PRB), a unit of the PSSRB. The files cover all 

negotiations of bargaining units since the inception of the PSSRA in 1967 

and ending in 1978. The data are in the form of a listing of wage and salary 

changes expressed in percentage terms from the old maximum to the new maximum 

in each bargaining unit by effective date, period covered by the changes, and 

method of settlement (that is negotiation in the arbitration rou�e, arbitral 

award, negotiation in the conciliation/strike route, or settlement at the 

conciliation board or strike stage). 

For a number of bargaining units a range of percentage increases either 

according to level, region or subgroup were negotiated. In these 

instances an unweighted average was computed to represent the wage change for 

the unit. 

The wage changes in each collective agreement were converted to an annual 

average using a compound rate formula. 4 This procedure, which is corrrnonly 

4The formula for the conversion was as follows 
12 

n. i 

� = 1 + d -1 x 100 
i=l 100 
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referred to as "annualizing", is designed to put a l  1 agreements on the 

same basis, thereby facil itating comparisons among them. In any e v ent, 

a g reements w hether n e g o t i a ted in the. a r b i trati o n  rou te or t h e  

conciliation/strike route were remarkably similar in terms of the number 

of separate wage increases provided in each agreement and the duration of 

each agreement (Saunders, 1980)_. 

A total of 621 agreements signed in the Federal Public Service between 

1967 and December 1978 are included in this study. 5 Some 110 were negotiated 

in the conciliation/strike route and the remaining 511 in the arbitration 

route. Of the latter, 106 were arbitral agreements and 405 were settled 

without recourse to arbitration. 

v. The Results 

The 621 agreements produced an unweighted average annual wage increase of 

7. 8 per cent. The average for agreements negotiated without resort to 

arbitration in the arbitration route was 7. 3 per cent, the 106 arbitral 

agreements averaged 7. 7 per cent and the �10 agreements negotiated in the 

conciliation/strike route averaged 9. 0 per cent. Agreements negotiated in the 

conciliation/strike route, therefore, had wage increases that were, on 

average, some 1. 3 percentage points or 17 per cent more than the average of 

arbitral awards and 1. 7 percentage points or 20 per cent more than the average 

of directly negotiated settlements in the arbitration route. 

Table 1 records average wage increases by year. In the first five years 

(1966-70), there is little difference among the three methods of settlement. 

4cont'd: 

Where Ay = average annual increase for agreement y 
ai = a wage increase provided for in agreement y 
n = number of such increases 
d = duration of agreement y 

5some 628 agreements in total were signed altogether but data were 
available for seven of them. 

not 



Table 1 

Wage and Salary Increases, Federal Public Service, 

* by Method of Settlement and Year, 1966-78 

Conciliation/S�rike All 

11 

Arbitration 
Route Route Settlements 

Negotiated Arbitral 
?\ward 

Year 

Number 
of 
Contracts 

1966* 10 
1967 78 
1968 6 
1969 57 
1970 54 
1971 11 
1972 27 
1973 34 
1974 27 
1975 24 
1976 34 
1977 32 
1978 11 

1966-78 405 

Average 
Percen- Number 
tage of 
Increase Contracts 

5. 8 
6. 6 
6. 6 
5. 6 
5. 9 
6. 6 
6. 3 
8. 2 

10. 3 
13. 2 

9 . 5  
6. 3 
6. 6 

7. 3 

1 
4 
5 

12' 
7 
8 

11 
8 
9 

15 
21 

5 

106 

Average 
Percen­
tage 
Increase 

7. 0 
6. 7 
5. 7 
6. 0 
5. 6 
5.8 
8.6 

13. 2 
11. 5 

7. 6 
7. 1 
6. 2 

7. 7 

Number 
of 
Contracts 

1 
7 
1 
8 
2 
6 
3 
6 
7 

15 
19 
23 
12 

110 

Average 
Percen­
tage 
Increase 

6. 9 
6. 6 
8. 4 
5. 9 
6. 1 
7. 3 

10. 3 
9 . 1 

13.9 
15.2 

9. 6 
6. 5 
6. 7 

9�0 

Number 
of 
Contracts 

11 
86 
11 
70 
68 
24 
38 
51 
42 
48 
68 
76 
28 

621 

Average 
Percen­
tage 
Increase 

5. 9 
6. 7 
6. 6 
5. 6 
6;o 
6. 5 
6. 5 
8. 4 

1L5 
13. 5  

9 . 1 
6. 6 
6. 6 

7. 8 

Notes: Increases are percentage changes in wage and salary rates over the life of the­
contract expressed at an annual (canpound) rate. The annual increase for each 
contract is shown against the year the first increase became effective. 

Lump sum payments including those of $500 granted to most groups in April 
1974, are not shown because they were not converted to percentages. The $2400 
increases granted to some of the higher paid units under the wage an:1 price 
control program of 1976-78 have been converted to i;:ercentages and are 
included. 

Percentage increases are unweighted averages. 
weight of one in the ca.uputations. 

That is each contract has a 

*Since several agreements provided for increases retroactive to 1966, that year 
becomes the starting point of the statistical analysis. 

Source: Computed from PRE tabulations. 
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Beginning in 1971, units negotiating in the conciliation/strike route enjoyed . 

an advantage which continued to 1975. After 1975 this advantage tapered off 

and increases between the two.routes came closer together. There was no 

significant difference between wage increases provided for in settlements 

negotiated in the arbitration route and those provided in arbitral awards . 

For ease of analysis, in Table 2 ,  the data are grouped into three sub­

periods, 1966-70, 1971-75 and 1976-78 and tests of significance are provided 

of the wage differences between the two routes. The first sub­

period represents the first round of collective bargaining iq the public 

serv ice. The second sub-period is characterized by an inf lationary 

period in the Canadian economy and the third sub-period covers the national 

wage and price controls program introduced in October, 1975. The table 

shows more clearly the advantage of the conciliation/strike route in the first 

hal f  of the 1970s. Before and after this period there is litt l e  

difference between the two routes. Also settlements at the conciliation 

board stage were on average about 2 percentage points higher than arbitral 

awards, with the difference again being accounted for in the 1971-75 sub­

period. The highest level of sett lements were those negotiated as a 

resu lt of strike action. Most of the 1 7 legal strikes which occurred 

under the PSSRA during this period were conducted by postal workers and 

air traffic controllers, the two most militant civil service goups. Over the 

entir·e period, strike settlements averaged 11.2 per cent per year compared to 

9.7 per cent for settlements at the conciliation board stage and 7.7 per cent 

for arbi tral awards. 

Table 3 presents disaggregated data for two major occupational groups, 

the highly paid professional and scientific catagories whose bargaining units 

are representative of the type of units found in the arbitration route, and 

the low paid administrative support and operational categories, which tend to 



Table 2 

Average Annual Wage and Salary Percentage Increases, 
Federal Public Service, by Method of Settlement and 

Sub-Period, 1966-78 

Arbitration Conciliation/ 
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All 
Route Strike Route Settiements 

Sub-Period Negotiated Arbitral Total Conciliation Strike 
Award Board 

1966-70 6. 1 (205) 6. 1 (22) 6. 4 (19) 6. 5 ( 4) 6. 8 (2) 6. 1 (246) 

1971-75 9. 1 (123) 9. 1 (43 )1 12. 3 (37)2 14. 0 (8)3 13. 3 (11) 9. 7 (203 ) 

1976-78 7. 7 (77) 7 . 2  (41) 7. 7 (54) 6. 2 (6) 7 . 5  ( 4) 7. 6 (172) 

1966-78 7. 3 (405) 7. 7 (106)1 9. 0 (110)2 9. 7 (18)3 11. 2 (17) 7. 7 (621) 

Figures in brackets represent number of agreements 

Significance tests were run for the following comparisons: 
Conciliation/Strike Route Total and Arbitral Award 
Conciliation/Strike Route Total and Arbitration Route-Negotiated 
Conciliation Board and Arbitral Award 
Arbitration Route - Negotiated and Arbitral Award 

1oifference between concil iation/strike route, 
award is significant at 5 per cent level. 

total and arbitra l 

2oifference between conciliation/strike route, total and arbitration 
route-negotiated is significant at 5 per cent level. 

3oifference between arbitral award and conciliation board is significant at 
5 per cent level. 

All other differences for which significance measures were calculated are 
not significant at the 5 per cent level. 

Source: Computed from PRB tabulations 
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Wage and Salary Increases, Federal Public Service, 

by Occupational Category, Method of Settlement and Sub-Period, 1966-78 

Sub­
Peri od 

Professional and 
Scientific 

Arbitration 
Route 

Negotiated Arbitral 
Award 

Conciliation/ 
Strike Route Total 

Administrative Support 
and Operational 

Arbit­
ration 

Route 

Nego- Abitral 
tiated Award 

Concil­
iation/ 

Strike 
Route 

Total 

Average Annual Percentage Increase 
-----�---------------------------------------------------�--------�-----------------

1966-70 
1971-75 
1976-78 

6. 2 (56) 
8. 2 (42) 
7. 1 (25) 

5. 8 (11) 
7. 2 (18) 
7 . 8  (21) 

7. 3 (2)
1 10. 8 (9) 

7. 5 (16) 

6. 2 (69) 
8. 3 (69) 
7. 4 (62) 

6. 1 (68) 6. 8 (6) 3 

9. 4 (33)2 12. 3 (10) 
8 • 5 ( 25) 6 • 8 ( 6) 

6. 5 ( 10) 6 .2 ( 84) 
13. 8 (18) 11. 2 (61) 

7. 9 ( 23) 8 . 1  ( 54) 

1966-78 7. 0 (123 )2 7. 2 (50) 8. 6 (27)1 7. 3 (200) 7. 4 (126)2 9.3 (22 )3 9. 7 (51) 8. 4 (199) 

Number of contracts is in parenthesis. 

1oifference between conciliation/strike route and arbitral award is significant at 5 
per cent level. 

2oifference between conciliation/strike route and arbitration route-negotiated is 
significant at 5 per cent level. 

3oiffere�ce between arbitration route-negotiated and arbitral award is significant at 
5 per cent level. 

All other differences &�ong the three methods of settlement are not significant 
at the 5 per cent level. 

Source: Computed from PRB tabulations. 
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daninate the conciliation/strike route. These two categories are at opposite 

ends of the federal public service wage scale and since· they are usually 

considered to be exposed to different factors in their pay detennination a 

comparison between the two routes may reflect this fact rather than 

differences between the routes themselves. 

The results are little changed when examined by occupational category. 

Conciliation/strike route wage increases continue to exceed those in the 

arbitration route with most of the gain in favor of the fonner route occurring 

in the 1971-75 sub-period. These results are particularly marked for the 

professional and scientific category but are less clear for the ad�inistrative 

support and operational category. In this latter category arbitral awards and 

conciliation/strike wage increases are about the same on average (9.3 per cent 

vs. 9. 7 per cent) . However, negotiated wage increases in the arbitration 

route for this occupational category are significantly lower than in the 

conciliation/strike route and this accounts for the advantage of the latter 

route. 

VI. Discussion 

The statistical evidence shows that significant differences in wage 

increases occur between bargaining units negotiating in the 

conciliation/strike route and bargaining units negotiating in the arbitration 

route. The difference between the two routes occurred in the 1971-75 sub-

period. The differences were negligible in the other two sub-periods. Within 

the arbitration route units on average enjoyed similar wage increases 

whether they settled directly or went to arbitration. 

The evidence raises two questions. 

(1) Why were bargaining units negotiating in the conciliation/strike 

route more successful in achieving higher wage settlements than their 

counterparts in the arbitration route in the middle sub-period compared to the 
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other two sub-periods? 

(2) Was the advantage of the conciliation/strike route a product of the 

nature of the units negotiating in the two routes or does it reflect real 

differences between an arbitration and a non-arbi trati
_
on regime? 

In answer to these two questions it w i l l  be argued (a) that of the 

factors listed earlier in t_he paper to explain the relati ve behav ior of 

arbitrated wages in the Canadian federal choice of procedures system, the most 

dominant is the conservatism of the arbitration process. This conservatism 

has operated to keep arbitrated wages down. (b) that the differential results 

over the period are a product of special circumstances in the first and third 

sub-periods. 

In support of these two arguments three additional pieces of evidence are 

offered. 

1. data on the switching of bargainiig units between the two routes 

2. the wage experience of switching units 

3. the arbitration experience of high paid vs low paid civil servants. 

1. Unit Shifting 

Between 1967 and 1970· at the end of the first round of bargaining almost 

90 per cent of the 114 certified bargaining units representing 80 per cent of 

federal public servants eligible for collective bargaining opted for the 

arbitration route to conduct their negotiations with the government-employer. 

The few that chose conciliation/strike included postal workers, electronics 

workers, ships crews, air traffic controllers and other blue collar units 

whose traditional links with the private sector trade union movement are 

reflected in their selection of procedure. 

In 1978, the proportion of units opting for arbitration fell to 67 per 

cent and included, in the main, the large number of small professional units. 

The proportion of employees fell to 3 0  per cent. In the space of 11 years, 
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the conciliation/strike route had become the dispute settlement procedure for 

the great majority of civil servants. 

Almost all of the shifting occurred in the 1971-75 sub-period. A variety 

of reasons have been offered ·for this large scale abandonment of the 

arbitration route, most of them reflecting a slow-moving, conservative, 

restrained, arbitration process out of touch with a rapidly changing 

environment (Barnes and Ke l l y, 1975; Anderson and Kochan, 1977). In the 

first sub-period the arbitration system was wel 1-sui ted to the needs and 

objectives of employees. Most civil servants of the time viewed the striKe 

weapon with some abhorrence. There was a rel uctance to use it in the 

historical context of the informal, personal and consultative abnosphere 

which prevailed before 1967 in the determination of pay and benefits fo� 

civil servants (Barnes and Kelly, 1975). 

Further, the arbitration system responded well to the basic objective of 

"catch-up" in wages, fringes benefits and contractual language and this is 

reflected in similar wage increases enjoyed by employees in both routes. 

(Anderson, 1979). Wage increases during this first sub-period were of the 

uniform across-the-board type which prevailed with little differentiation in 

both routes. 

In time, these early objectives were. met and the shift to the 

conciliation/strike route took advantage of a more flexible, innovative 

procedure in an environment characterized by rapidly rising wages and prices 

and an expanding public service. Wage increases in the conciliation/strike 

route exceeded those in the aribtration route, the arbitration process was 

proving to be too ponderous, rigid and slow and the arbitration tribunal too 

judicial in its proceedings. Bargaining units responded by opting for the 

conciliation/strike route. Some 31 units representing close to 135,000 public 

servants (more than 1/2 of federal employees eligible for collective 



18 

bargaining) changed their dispute resolution speeification. This widespread 

move to the conciliation/strike route came to an abrupt halt in 1976 

coinciding with the disappearance of the wage advantage of the 

conciliation/strike route. Between 1976 and 1978, the third sub-period, 

three units switched to the conciliation/strike route and four units 

changed their option from _conciliation/strike to arbitration (PSSRB, Annual 

Reports) • 

As already noted, Canadian wage and price controls were imposed in 

October 1 975 for a three year period. Under the program, ceilings were 

placed on wage increases throughout the economy. For collective bargaining 

in the federal public service these ceilings effectively kept wage increases 

in the two routes in line with each other. It no longer paid units to 

switch from the safer, less costly arbitration route to the 

uncertainty of the conciliation/strike route in the hope of gaining a wage 

advantage. 

Although this evidence supports a strong wage sensitivity to bargaining 

unit switching throughout the period, there remained a hard core of units that 

stayed with the arbitration system. These comprised, in the main, 

units representing professional, scientific, superv isory and similarily 

highly paid personnel who historica l l y  ha ve remained outside the 

mainstream of the Canadian labor movement and who in principle oppose the 

use of the strike weapon (Barnes, a, 1978). 

This experience with the Canadian federal choice of proced ures system 

challenges the notion that so-called "weak" units negotiate in the aribtration 

route and "strong" units negotiate in the conciliation/strike route. In the 

absence of acceptable definitions of "weak" and "strong" bargaining units it 

is difficult to be precise about this matter. But the rush of units 

representing workers across the broad spectrum of the federal public service 
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occupational structure to negotiate in the conciliation/strike route in the 

early 1970's and the characteristics of the resultant distribution of units in 

the two routes in 1978 strongly support the position that both weak and strong 

units negotiate in both routes. The presence of this mixture emphasizes the 

significance of the observed wage differences between the two routes. If 

strength of unit is a factor in wage determination then there should be little 

difference
· 

in wage increases between the two routes. The fact that a 

significant difference was found suggests that the arbitration process 

exercised an independent downward pressure on wages. 

2. The Wage Experience of Shifting Units 

The data base permits an analysis of the wage changes of units before and 

after shifting. The 34 units that switched to the conciliation/strike route 

over the 19�7-78 period experienced wage settlements while operating in the 

arbitration route some three per cent below the average of all settlements in 

tho�e years (Saunders, 1980) . After switching their settlements rose three 

per cent above the all-settlement averages in the�years they operated in the 

conciliation/strike route. 

The nine units that switched to the arbitration route enjoyed average 

wage increases five per cent above the
-

all-settlements averages in the years 

they operated in the conciliation/strike route. After switching their wage 

increases fell to two per cent below the all-settlements averages (or 8 per 

cent below, if the extraordinary firefighter ?rbitration award of 21. 5 per 

cent in 1974 is excluded ) • 

Thus, bargaining units that changed their dispute resolution 

specification from the arbitration to the conciliation/strike route gained by 

the change. Units that switched the other way, from conciliation/strike to 

arbitration, lost ground in their wage increases. This evidence further 

supports the position of an arbitration syst em exerting a downward pressure on 
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3. The Arbitration Experience of High Paid vs. Low Paid Categories 
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A third piece of evidence to support the position of a downward wage bias 

of the arbitration system can be found in the differential experience .of high 

and low paid categories. An examination of Table 3 shows that the highly paid 

professional and scientific categories did not fare as well in the arbitration 

route as did their counterparts in the conciliation/strike route. 

Professional and scientific arbitral awards were significantly below 

settlements made by these categories in the conciliation/strike route. 

Administrative support and operational categories, on the other hand, 

enjoyed arbitral awards that were not si9nificantly different from settlements 

won by th�ir counterparts in the conciliation/strike route. Further, a direct 

comparison between these high and low paid groups shows that the 

administrative support and operational categories received significantly 

larger awards in the 1967-78 period than did the professional and scientific 

categories (Saunders, 1980). Both groups enjoyed roughly similar settlements 

in the conciliation/strike route. 

These results cannot be - explained by market forces alone. If the 

arbitration tribunal had given greater weight to market factors, then on the 

basis of relative· demand for employees in these two categories and the 

relative size of their pay increases in the outside market in the key 1971-75 

period, professional and scientific awards should have been larger than they 

were and, perhaps, larger than those received by the administrative support 

and operational category (Foot et al, 1978 and Ostry and Zaidi, 1 98 2). 

T hat this was not the case ref lects a hesitancy on the part of a 

conservati ve arbitration process to grant large awards to an a l ready 

well-paid group, a hesitancy that did not necessarily spill over to lower 

paid civil servants. 
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It will also be noted from Table 3 that within the arbitration route 

negotiated settlements for the administrative support · and operational 

categories were significantly below arbitral awards. Given this difference it 

would have paid these units to have gone to arbitration. Why they did not is 

not clear or evident from the analysis in this paper. Their failure to take 

advantage of arbitration may reflect q trade-off between settling for 

a smal ler wage increase or suffering the frustrations of going through the 

lengthy, time consuming, legalistic process of arbitration with an uncertain 

result at the end. 
' 

Thus, there is a strong presumption that the differences in wage 

increases in fa vor of the conciliation/strike route are a product of a 

conservative arbitration process. This process has operated to depress the 

wages o f  civil serv ants who negotiated their contracts in the arbitration 

route. The evidence in support of this finding is clear for the first half of 

the 1970s, a period of rapidl y  rising wages and prices in the Canadian 

economy. The evidence is less clear for 1967-70 and 1976-78, both periods of 

relative stability in wage and price behav io-r but also periods in which 

special circumstances may have been more important in explaining wage 

determination in the Canadian federal public service. The presence of these 

other factors: the dominance of arbitration as a method of dispute settlement 

in the 1967-70 period and wage and price controls in the 1976-78 period, make 

it difficult to isolate the effects of arbitration. 

Since most of the units negotiating in the arbitration route tend to be 

the smaller-sized professional and scientific units, this downward bias may 

not be evident in either the officially published wage settlement statistics 

(Labour canada) or in other studies sue� as that by Anderson ( 1979) which are 

based on negotiating units of 500 or more employees. 
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VII. Conclusions 

The purpose of this paper has been to examine the impact of interest 

arbitration in the Canadian federal civil service on wages of civil servants. 

Canadian fed eral civil servants enjoy collective bargaining rights under a 

unique choice of proced ures system. Since the choice of b�rgaining, with 

arbitration or strike as the ultimate step in dispute resolution, rests with 

the union side it would be expected that the system would give arbitration an 

upward bias in wage determination. However, given the_ particular 

legal environment, the nature of the Canadian federal arbitration system 
I 

and the rules under which the system operates the �esult has been a downward 

bias in the wages of federal civil serv ants who negotiated in the 

arbitration route compared to their counterparts in the conciliation/strike 

route. Further, since wage increases in the Canadian Federal public service 

were below those in the private sector and in other public sectors during the 

period under review, it is possible that these arbitrated wage increases were 

depressed compared to wage increases in other sectors of the canadian economy 

(Au ld, 1979; Au ld et al, 1979; Cousineau and Lacroix, 1977; Finkelman and 

Goldenberg, 1983; Gunderson, 1980; Labour Canada) . In this respect the study 

belongs to the minority of investigations that have found arbitation to lower 

wages. 

It appears that much of the downward bias is a product of a conservative 

arbitration process. Although reasons for awards are seldan given, 

arbitrators' decisions and the negotiated settlements they influence do not 

seem to heed market forces, particularly those forces operating in an 

environment of rapidly rising wages and prices. Recent or proposed changes to 

the arbitration function may reduce or offset the effects of this conservative 

bias (Barnes, b, 1978; Barnes, 1982; Finkelman, 1974; House of Cornnons, 1978). 

These changes are intended to make the process more sensitive both to market 
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forces and to the need s and objectives of civil servants. The results may 

be a return of units to arbitration and the granting of awards that are 

in line with wage settlements elsewhere. 
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