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Minutes: tachments 1-4 

Chairman Keiser: Opens the hearing of HB 1401. 

Representative Mary Schneider-District 21 from Fargo, Co-Sponsor: (Attachment 1 a). 
Refers to Laws enabling Public-Sector Collective Bargaining Have Not Led to Excessive 
Public-Sector Pav (Attachment 1 b). 

(4:30) 
Rep Ruby: Subsection 1, basically states that paid law-enforcement and paid full-time fire 
fighters may join and participate in an employer organization. Isn't that already in law? 

Rep Schneider: They haven't been afforded that right. The reason for the bill is to clarify 
that they do have that right. There is nothing about bargaining for their wages. They are 
excluded in the provision on collective bargaining 

Rep Ruby: The initial paragraph is stating something that already exists. 

Rep Schneider: The firefighters and police have been separated from the definitions that 
would allow them to collectively bargain. 

Chairman Keiser: Subsection 1, line 6-12, this is full-time firefighters but part-time and full­
time law enforcement? 

Rep Schneider: That's correct. 

Chairman Keiser: Why not part-time firefighters? 

Rep Schneider: There is another presenter that can address that better. It was intended 
not to include those volunteer firefighters. 
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Chairman Keiser: On page 1, lines 15-17, "may present the individual's views directly to • 
the employing governing body." This is setting up and establishing a collective bargaining 
system. There is a period in which employers can talk to their employees. But once you 
enter into the formal negotiation period that ceases. Can an individual employee go to the 
employer under the NLRB rules (National Labor Relations Board)? 

Rep Schneider: They may not be able to under certain circumstances. This provides for 
their ability to do that. 

Chairman Keiser: Does this violate their rules? 

Rep Schneider: We may see some rule changes with the NLRB also. 

Waylon Hedegaard-President of the AFL-CIO: (Attachment 2). 

(12:28) 
Rep Laning: What's the function of the Federation of Police? Don't they represent 
policeman? 

Waylon Hedegaard: They do, but they have no actual power to do so without collective 
bargaining. They do recommendations. 

Rep Boschee: Do you know why the police and firefighters were carved out of employee • 
rights to collectively join an employer organization? 

Waylon Hedegaard: They weren't so much carved out as they were not carved in. When 
they legalized unions in the 30s, public employees were not included until J.F. Kennedy 
signed it in the 60s. The Supreme Court of North Dakota ruled that without a law on the 
books, public employers do not have the authority to negotiate these contracts. 

Rep Ruby: The concept with unions is for a voice and negotiations. Basically you have the 
management who is controlled by the shareholders. Do you think the difference with public 
employees is because if you don't like the direction of the organization , you can vote them 
out? You can do that with those holding public office. It is not like shareholders in a company. 
Is that the reason for the carve out? 

Waylon Hedegaard: I understand your reasoning , but all that does is water down the voice 
of the individual firefighter and police personnel to the extent that nobody hears them at all. 
They need an organization that specifically represents them if they choose. This doesn't 
force them to be part of an organization if they don't want to be. 

(16:38) 
Rep Ruby: What you want to do is go into binding arbitration . Is that what you are after? 

Waylon Hedegaard: You are right and this gives them a voice. It is not someone making a. 
decision and handing it down to them. 
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Rep Ruby: What is going to change on how they do their job with this bill? They have been 
doing an amazing job now without this bill . 

Waylon Hedegaard: This gives them the power to negotiate. 

Chairman Keiser: On page 1, line 22, should we say "shall" not "may"? 

Waylon Hedegaard: I am most familiar with private industry. There may be someone else 
who can address that. 

Rep C Johnson: The political subdivision officials are all elected. When we have union 
organizations in public service like firefighters and police officers, can they affect elections to 
elect people with favorable viewpoints towards their organizations? 

Waylon Hedegaard: Are you saying "Would there be an abuse of the system?" That sounds 
like politics in general. When people are doing things you don't like, you try to convince other 
people to vote against them. Unions have a very limited ability to spend money in elections. 

(22:10) 
Rep Guggisberg-District 11 from Fargo, Co-Sponsor: Talked about the bill as a former 
local union president for firefighters' union in Fargo. 

This bill is about practicality, local control , and trust. Being in a union as a firefighter is part 
of being a firefighter. Everyone joins the union. Even in North Dakota where we don't have 
formal collective bargaining rights. In other states firefighters have the right to collectively 
bargain except for the deep south. It is about local control. Now the state is mandating 
local governments to not recognize unions. This would allow the fire department and the city 
to negotiate. The last reason is trust. These are legally binding contracts. 

Rep Laning: Was that union you were president of in North Dakota? 

Rep Guggisberg: Yes, in Fargo. We had 112 people that could be in the union. Only two 
were not. 

Rep Laning: Is the difference here the fact that you didn't have collective bargaining? 

Rep Guggisberg: Yes, that is correct. 

Chairman Keiser: I don't understand the part of the bill where you "may" enter into binding 
arbitration. You don't have the ability to strike, the only leverage you have is that binding 
arbitration has to occur. Won't you agree? 

Rep Guggisberg: There are some states with fire departments that have binding arbitration 
in their laws? 

Chairman Keiser: Can they strike in those states? 

Rep Guggisberg: No. It is federal law that public safety officers can't strike. 



House Industry, Business and Labor Committee 
HB 1401 
January 24, 2017 
Page 4 

Rep C Johnson: How would the difference in city size be handled? Smaller cities have less 
funds. 

Rep Guggisberg: That is the best argument for collective bargaining. Public employees 
sitting down and negotiating with administration could come up with some good ideas. 

Chairman Keiser: When you have a smaller community, it doesn't have the tax base 
compared to a large community. If you go to binding arbitration, how do you avoid the smaller 
community employees comparing to a larger community? 

Rep Guggisberg: The firefighters or police officers will sit down with administration. The 
books are open. They know how much money they have. 

(33:00) 
Fern Pokorny-Representing North Dakota United: (Attachment 3) . 

(34: 15) 
Rep Boschee: Does the collective bargaining process also provide protections for the 
employees. I often hear there is a fear to raise concerns because of retaliation or intimidation. 

Fern Pokorny: Yes, there are protections. Some of our contracts do say that particularly 
through the grievance process. No contract is the same in any community. 

Fern Pokorny: Chairman Keiser, you asked about the individual views. This bill is pulled 
out from the teacher bargaining law. This is exactly the language in our law. The intent is 
that a nonunion member can talk to the school board and tell them what they think but can't 
bargain . 

Rep Ruby: Page 1, line 24, they cannot strike. If that is federal law, why do we need to 
state that in the bill? 

Fern Pokorny: You may not. When we read a contract, if everything is together it makes it 
easier for everyone to understand. 

(37: 15) 
Darren Schimke-North Dakota State Service Representative for the International 
Association of Firefighters, past local president and worked as a firefighter in Grand 
Forks: 

We stand in support of HB 1401. We believe collective bargaining develops a sense of 
respect and responsibility among employees. It increases the morale and productivity. They 
may approach management directly. It promotes a sense of job security which decreases 
turnover. It opens up a formal line of communication. • 

Each group would represent themselves, fire would be separate from police. Wages will be 
determined by the area and what money is available. 
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Rep Ruby: How does this provision give job security? 

Darren Schimke: Job security is not just keeping the job. It includes the wage and benefits 
received. I have personally seen people leave for jobs in a different state where collective 
bargaining is in that state. 

Rep Laning: If this bill were to pass, how would you see the impact in your organization. 
almost think there would be a decrease value of your organization. 

Darren Schimke: I don't see that as a decrease in value. If I were to sit with administration 
about an issue, strength is in numbers. 

Chairman Keiser: You're organized in your community, if this were to pass, would your 
local group be totally independent or would you join one of the national unions? 

Darren Schimke: We are members of the International Association of Firefighters. 

Chairman Keiser: They would be advising you on the negotiations? 

Darren Schimke: Yes. We have their resources available. 

Chairman Keiser: If someone wanted to file a grievance, would they file at the NLRB? 

Darren Schimke: I don't know. 

(47:10) 
Pamela Link-Member of the Laborers International Union of North America, Local 563, 
work for the Laborers District Council in Minnesota & North Dakota: (Attachment 4). 

We stand in support of HB 1401 . 

Rep Boschee: Give us a better understanding of who the laborers are. 

Pamela Link: We are part of the building trades. It includes working at the power plants to 
highways, pipelines, windfarms. 

Rep Boschee: Are we finding employers wanting organized labor versus not organized 
labor. 

Pamela Link: We are seeing an increase for the laborers in the state as the number of 
contractors are coming in and looking for the ready and trained workforce. 

Rep Boschee: So employers prefer to work with the labor organizations? 

Pamela Link: Yes. 

Dustin Peyer: I stand in support but I have some concerns with the line that says they 
cannot strike. If you are giving someone the power to bargain, then what else can they do? 
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Cory Bryson-Laborers Local 563: I have a comment to a question about involving the 
NLRB. The NLRB is not the first option. Most of us don't even want to involve them. 
Typically, it's meet and confer language. When those negotiations come to a standstill, then 
NLRB is involved. 

Opposition: None 

Neutral: None 

Chairman Keiser: Closed the hearing. Will wait for the Labor Commissioner's information. 
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Minutes: 

Chairman Keiser: Opens HB 1401 . 

Rep Ruby: Moves Do Not Pass 

Rep O'Brien: Seconded the motion . 

Rep Louser: Any public employee sector at any level can organize? 

Chairman Keiser: Correct. 

Rep Louser: But not collectively bargain? It seems the full-time firefighters and police 
officers would be able to collectively bargain locally within the city council. We are not talking 
about profits of a corporation . We are talking about the tax pool that consists of property 
taxes and fees. We would be putting the firefighters and police officers at a decided 
advantage in negotiating when the other sectors are unable to collectively bargain. Am I 
correct? 

Chairman Keiser: Correct. 

Rep Louser: I support the motion. 

Chairman Keiser: We did not get an answer from the Labor Department. They are not the 
experts on the NLRB. The NLRB is the ultimate court of dispute if you have the right to 
organize even though you can't strike. A grievance still goes to them. I support the motion . 
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A Roll Call vote was taken: Yes 12 , No 2 , Absent _....;;O"---

Motion for Do Not Pass carries. 

Representative Louser will carry the bill. 

• 

• 
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Representatives Yes No Representatives Yes No 
Chairman Keiser X Rep Laning X 
Vice Chairman Sukut X Rep Lefor X 
Rep Beadle X Rep Louser X 
Rep R Becker X Rep O'Brien X 
Rep Bosch X Rep Ruby X 
Rep C Johnson X Rep Boschee X 
Rep Kasper X Rep Dobervich X 

Total (Yes) 12 No 2 ----------- ---------------

Absent 0 ------------------------------
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Assignment Rep. Louser 
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Module ID: h_stcomrep_ 14_009 
Carrier: Louser 

REPORT OF STANDING COMMITTEE 
HB 1401: Industry, Business and Labor Committee (Rep. Keiser, Chairman) 

recommends DO NOT PASS (12 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). 
HB 1401 was placed on the Eleventh order on the calendar. 

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_ 14_009 



2017 TESTIMONY 

HB 1401 



Presentation of<ffouse Bill 140!) 

~ nua~y 24, 2ofu 

(Rep. Mary Schnei~ 

Good morning Chairman Kaiser and Members of the Industry, Business and Labor Committee. I 

am Representative Mary Schneider, and I represent District 21--the Heart of Fargo. I am here 

today to present and heartily endorse HB 1401 which would allow for collective bargaining for 

law enforcement officers and paid full-time firefighters. 

Section 1, subsection 1., would allow those individuals to form, join and participate in a 

representative organization of their choosing (unless they are an elected official) for 

representation on matters of employer-employee relations. The bill doesn't require any 

employee to join or participate. 

The governing body of the employing political subdivision and the representative organization 

would meet and discuss terms and conditions of employment, employer and employee 

relations. They'd negotiate in good faith about their needs and wishes, and perhaps enter into 

a contract, with or without a binding arbitration clause. 

These are competent public servants that we trust with our lives. I think we can trust them to 

talk with their employers about the preferred or essential terms of their employment. As 

legislators we tend to guess piecemeal what these workers want--when they can best 

communicate that directly themselves. 

What this bill does not do, is allow for a strike. It clearly states that neither police nor law 

enforcement may participate in a strike. 

The failure to provide for collective bargaining for police and firefighters has historic U.S. roots 

in the National Labor Relations Act of 1935--even though many other countries allowed the 

right to collectively bargain at that time. Pre-dating that law change, the Patrol men's 

Benevolent Association (1892) and the Fraternal Order of Police (1915) worked to reduce 12-

hour shifts to eight. Times have shifted back. 



Only 2% of the public labor force in 1960 had the right to bargain, but by 2010 that was up to 

63%. Now only four states prohibit public safety officers from collectively bargaining, and 30 

states outright require it--which is not being requested here. 

Surprisingly, despite the extension of collective bargaining in the states, the fears associated 

with collective bargaining have not been realized. The growth in collective bargaining for public 

employees, including police and firefighters, has simply not been realized. The allowance of 

collective bargaining did not cause excessive or distorted compensation, according to the 

Economic Policy Institute 2015 Study, Laws enabling Public-Sector Collective Bargaining Have 

Not Led to Excessive Public-Sector Pay, which I've given you. 

Employees generally respond reasonably and have greater job satisfaction and longevity when 

given a say in their work conditions. That is especially true of our hero-workers, firefighters and 

police. These are the people who put their lives on the line for us every day. Let's trust them to 

communicate with their employers in a way that is most meaningful, effective, efficient, clear 

and direct about what they need to do their jobs. There's no reason not to implement the 

overdue provisions of HB 1401. Both sides will appreciate the results . 
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Wellington and Winters The Unions and The Gties. " 

Comparative Labor Law and Policy Journal 34, 251. 

Executive Summary 

Unlike many other countries, when the United States 

enacted its private-sector labor law, the National Labor 

Relations Act, in 1935, it did not include public employ­

ees within the same or similar framework for collective 

bargaining. Not until the late l 950s and l 960s did state 

and local governments grapple with a labor law to govern 

their rapidly growing public-sector labor forces. No state 

or local government chose to transplant the private-sector 

model of collective bargaining; instead they adopted 

some parts of it , chose ro create no bargaining framework 

at all, or prohibited collective bargaining. T his paper 

describes the rapid growth of labor laws that have enabled 

public-sector collective bargaining, and examines the 

effects of various labor law frameworks on public 

employee wages. 

• Only 2 percent of the state and local public-sector 

workforce in 1960 had the right to bargain collec­

tively. By 2010, that share had grown to 63 percent. 

• While early on, many policymakers were concerned 

about the right to strike, a number of states did even­

tually extend the right to strike to more than 20 

percent of public employees; however, all of these 

employees ~re in non-public safety positions. Thus 

the right to strike has nor had catastrophic results in 

terms of threats to public safety or welfare. 

• T he right to strike has also not led to massive wage 

increases: Employees covered by the right to strike 
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earn about 2 percent to 5 percent more than those 

without it. 

• Public safety employees are effectively covered by 

binding interest arbitration, which has prevented 

strikes and has resulted in cost-effective and widely 

accepted settlements by the participants. 

• This research finds no wage effect for public employ­

ees covered by collecrive bargaining attributable to 

binding interest arbitration when compared with 

mediation. 

• Fact-finding, rhe most widely employed final 

dispute-resolution procedure, rends ro favor the pub­

lic employer, resulting in signifkanrly lower wages 

for public employees, in the range of 2 percent to 5 

percent less than other dispute resolution procedures. 

Union security provisions, which require employees to 

contribute to the financial support of rhe union that 

has rhe exclusive right to represent them with respect to 

terms and conditions of employment, vary by state, local­

ity, and various occupations. 

• Dues checkoff, which is widespread in the public sec­

tor, has a small positive effect on wages, ranging from 

0 percent to 3 percent; however, we suspect it has a 

major effect on union membership. 

• Open-shop laws, which prohibit umon security 

agreemen rs, are associated wi rh significantly lower 

public-employee wages, wirh esrimares ranging from 

-4 percent to -11 percent, compared with no policy 

on union security. 

• Agency-shop provisions, which require the payment 

only of a fee narrowly tailored to support a union's 

collective bargaining activities, its contract enforce­

ment, and employee grievance processing, are associ­

ated with significantly higher wages, ranging from 2 

percent to 7 percent for public employees. 

In summary, it is difficult to conclude that the relatively 

small wage effects of collective bargaining have led ro 
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serious distortions in the democratic process. Collective 

bargaining has resulted in higher public-employee wages 

in the range of 5 percent to 8 percent. There is some 

indication that collective bargaining has offset employer 

monopsony power in the public sector (Keefe 2015; 

Lewin, Kochan , and Keefe 2012), thus nor producing 

excessive or distorted public-employee compensarion, 

and has promoted internal equity (Keefe 2015, forth­

coming). 

Part I. Introduction 

Public-sector unions predate any legal framework for 

public-sector collective bargaining. In 1892, rhe Patrol­

men's Benevolent Association (PBA) was formed in New 

York City, followed in 1915 by the Fraternal Order of 

Police in Pittsburgh (FOP). Each was formed to reduce 

the workday of police officers from twelve- to eight­

hour shifts. In 1916, the American Federation of Teach­

ers (AFT) was formed to improve the professional status 

of teachers and to seek adequate compensation for their 

work. In 1917, the International Association of Firefight­

ers (IAFF) was founded to seek better wages, improved 

safety, and greater fire protection for communities served. 

In 1932, the American Federation of State, County and 

Municipal Employees (AFSCME) was formed by pro­

fessional employees ro promote, defend, and enhance 

rhe civil service system. Also predating public-sector col­

lective bargaining were professional associations, which 

would later become unions, such as the National Edu­

cation Association (NEA), founded in 1857, and the 

Civil Service Employees Association (CSEA), founded in 

1910. These organizations were relatively small, except 

those that were supported by their public employers, 

such as the N EA. 

Until Wisconsin in 1959 created a framework for munic­

ipal collective bargaining, labor legislation in the United 

States had largely excluded public employees from any 

legal framework for collective bargaining. The greatesr 

concern about extending the private-sector model was 

whether public-sector collective bargaining would result 
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in distortions of democracy that would shift governmen­

tal resources disproportionately toward public-employee 

compensation and expand employment of politically 

advantaged and powerful groups of public employees 

(Wellington and Winter 1971). This concern rested on 

an incorrect economic assumption that the demand for 

public-sector workers was inelastic because public 

employers provided essential services without substitutes 

and were vulnerable to strikes and other types of job 

actions. Despite this conclusion, even public-sector col­

lective bargaining critics recognized that there were alter­

natives to strikes: arbitration, fact-finding, mediation, 

or bargaining without some final resolution mechanism. 

Another concern was the scope of bargaining, that the 

relatively broad scope of bargaining in the private sector, 

if applied to public-sector employment, might distort 

and disrupt the democratic processes and procedures 

established in local governments, thwarting democrati­

cally decided policy through a labor dispute with an orga­

nized minority (Wellington and Winter 197 I). These 

concerns were expressed prior to Proposition 13 in Cal­

ifornia in 1974, which capped property taxes, and the 

wave of privatizations of public services that began in 

the 1970s-both of which put significant constraints on 

public-employee unions and collective bargaining. 

The research presented in this paper empirically inves­

tigates the concerns about alternative legislative frame­

works, procedures, and policies that the states adopted 

to address public-employee collective bargaining. This 

research will show that the most important decision 

made by each state was whether the public employer has 

a duty to bargain with a public employee labor organiza­

tion- thereby conferring a right to bargain to the public­

sector workforce; any decisions about which dispute reso­

lution procedure to use, if any, were of secondaty impor­

tance to whether states accepted or rejected the duty to 

bargain. A third important type of decision was whether 

union security agreements would be enforceable in states 

with a duty-to-bargain law. (Union security clauses 

require that employees who are not union members but 
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who receive the benefits of a collective bargaining agree­

ment, such as wages, protections against unjust discipline 

or firings, etc., pay their share of the costs of negotiating 

and protecting those benefits.) 

Each state government that was confronted by the stir­

rings of public employee unionism in the l 960s faced the 

same question: Should the legislature apply the private­

sector law to public employers and employees? Each state 

answered, "No." However, some states imported most 

of the private-sector law, for example, Illinois in I 983. 

Other states completely rejected the framework and pro­

hibited collective bargaining for all public employees, for 

example, North Carolina. The result was a pattern of 

political outcomes in which states with relatively high 

levels of private-sector union density, traditions of enact­

ing progressive reforms in other areas of public policy, 

and high and rising per capita incomes were especially 

likely to enact public-sector collective bargaining legisla­

tion (Kochan 1973; Lewin, Kochan, and Keefe 2012). In 

the last five years, three states-Wisconsin, Indiana, and 

Michigan-have eliminated many of the rights conveyed 

to public employees through state laborlaw, but we lack 

the data to investigate the effects of chose reversals, except 

to note that they have resulted in a substantial decline 

in public-employee union membership. Wisconsin, for 

example, reportedly experienced a 34 percent decline in 

public-employee union membership from 2011 to 2014 

(Hirsch and MacPherson 2003 updated with data from 

their website), but by 2015 the decline was much greater. 

The Washington Post reporrs that the AFSCME's Wiscon­

sin membership has fallen by 70 percent (Samuels 2015). 

This paper in Part II will review the prior research that 

sought to evaluate the potential benefits and problems 

created by alternative legal frameworks for public-sector 

collective bargaining. Part III will introduce a unique 

data set that merges five decades of Census data cross 

sections from 1960 to 2010 with the National Bureau 

of Economic Research (NBER) Public Sector Collective 

Bargaining Law Dara Set (Valleta and Freeman 1988), 
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which has been updated to evaluate public-sector col­

lective bargaining policies and procedures. Parts IV and 

V will present an analysis of the data, and will reach 

some conclusions about the legal frameworks and pol icies 

for collective bargaining and their implications for the 

current American debate about the future of public­

employee collective bargaining and public employee 

unions. 

Part II. Public-sector collective 
bargaining law: review of the 
research literature 

Research has demonstrated the importance of collective 

bargaining laws in supporting the growth of public 

employee unions, transforming public-employee associa­

tions into unions, and raising earnings of public employ­

ees whether they were union members or not. D uty­

ro-bargain laws significantly increased the probability of 

unionization. The rate of public-employee union forma­

tion more than doubled if a state enacted a ducy-to­

bargain law ben,veen 1977 and 1982 (Zax and Ichniowski 

1990). State-level data for 1959-1978 indicate chat the 

rapid growth of teacher unionism during those years was 

primarily the result of duty-to-bargain laws, whose enact­

ment was the most important cause of the growth in the 

proportion of teachers covered by union contracts (Saltz­

man 1985). The 1983 enactment of public-employee 

labor statutes in Ohio and Illinois brought substantial 

increases in bargaining coverage, even though public­

sector bargaining had been widespread in both states for 

years (Saltzman 1988). Union density (the share of work­

ers who belong ro a union) was one-third higher where 

employers had a legal duty to bargain with labor unions 

from 1983 to 2004 (Farber 2005) . 

Union security legal provisions and 
prohibitions 

In contrast to duty-to-bargain laws, "open shop" laws 

give all workers, union and nonunion alike, the right 

to union representation but do not require that the 

nonunion employees pay the union fees for that repre­

sentation. (States with open shop laws are called "right­

to-work" states by their backers and "no-fair-share" states 

Alternative legal and dispute resolution procedures examined in this report 

Fact-finding: Nonbinding or advisory arbitration, where the neutral fact-finder makes a finding based on an 

extensive hearing and witness testimony about the matters in dispute. The finding should encourage the par­

ties to reach a settlement, but neither party is required to accept the finding. 

Right-to-strike legislation: Legislation chat provides a union with the right to strike when a contract expires 

and the parties have been unable to reach an agreement. 

Binding interest arbitration: Arbitration chat occurs after a contract expires and negotiations have not pro­

duced an agreement, whereby rhe parties can submir the outstanding issues to an arbitrator, whose decision 

is binding. 

Binding rights arbitration: Binding rights arbirration occurs, during the life of a contract, after the parties 

exhaust the grievance procedure in a dispute over rights in rhe collective bargaining agreement, they can 

chose to submit the dispute to an arbitrator, who will render a binding award that the parries must imple­

ment. 
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by others.) In one unique study of the public sector, 

Ichniowski and Zax (1991) estimated chat if RTW laws 

were reversed in states where they exist, the frequency of 

bargaining units would increase by 111 percenr among 

police departments, 78 percent among fire departments, 

and 287 percent among public welfare departments. If 

states without RTW labor laws, however, adopted RTW 

laws, the frequency of bargaining unions in these three 

departments would fall by 39 percent, 37 percent, and 

66 percent, respectively. Using a different methodology, 

another study estimated the influence of RTW laws on 

whether public employees belong to a union. The study 

found that RTW laws significantly reduce the likelihood 

of union representation of public employees as a whole 

and of state, fire, and police employees in particular 

(Hundley 1988; Moore 1998). Farber, using CPS data 

from 1983 to 2004 (Farber 2005), reported that union 

density is almost double where unions are allowed to 

negotiate agency-shop union-security provisions (provi­

sions that require that employees who are not union 

members but are represented by a union pay the union a 

service charge that is a percentage of union dues) . 

Strikes and alternative public-sector 
dispute resolution procedures 

Strikes were at the center of concerns about public­

employee collective bargaining. But Stern and Olson 

( 1982) found chat strikes were highest in jurisdictions 

without duty-to-bargain legislation. A switch from the 

absence of duty-to-bargain legislation to duty-to-bargain 

legislation reduced police strikes (Ichniowski 1982). Cur­

rie and McConnell (1994) reported that implementing 

legislation that provides for the duty to bargain reduced 

strikes by 11 percent, fact-finding legislation reduced 

strikes by 14 percent, binding-rights arbitration by 21 

percent, and even the right-to-strike reduced strikes by 7 

percent based on estimates using their sample of 1,005 

contracts from 197 1 to 1986. They concluded that "no 

legislation" was the worst form of public-sector collective 

bargaining legislation since it resulted in the highest rate 

of strikes, all of which were illegal. Access to interest arbi-
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cration provides the most effective deterrence of strikes 

(Olson 1986; Ichniowski 1982). 

Wages and alternative legal and dispute 
resolution frameworks 

Using data on 800 police departments from 1965 and 

1978, Ichniowski, Freeman, and Lauer (1989) in a cross­

section analysis reported that relative to "no law," the 

effect of "interest arbitration" raised compensation levels 

by 21 percent for those covered by a collective-bargaining 

contract and 20 percent for those not covered by an 

agreement, and the "duty to bargain" raised compensa­

tion levels by 16 percent for those covered by a contract 

and 12 percent for others without a contract. In their 

research, the differences between being covered by a con­

tract or not were statistically insignificant, implying large 

spillover effects to all employees covered by the law, 

whether or not in a unionized workplace. In their smaller 

longitudinal data set (163 departments) the results indi­

cated chat a switch from "no law" to "arbitration" was 

associated with higher compensation levels of 16 percent, 

while they also found that a switch to "duty to bargain" 

raised compensation levels by 13 percent. These effect 

sizes are large compared with the effects measured in 

later periods, probably reflecting the inflation, social, and 

labor turbulence during the period of their sample. 

A 43-state cross-section analysis of the impact of dispute 

resolution mechanisms on the wages and hours of public 

school teachers found evidence that the right to strike 

increased teacher wages by 11.5 percent; binding arbitra­

tion availability was associated with a wage effect of 3.6 

percent; and fact-finding had no significant influence on 

earnings. A direct comparison of the right to strike and 

the right to arbitrate indicated that a legal right to strike 

affords teachers greater power to increase their earnings 

(Zigarelli 1996).Among units with a legal duty to bargain 

between 1978 and 1980, Freeman and Valetta (1988) 

found a 2.3 percent wage effect from binding arbitration 

and a 1.4 percent effect from strikes in their cross-section 

results, and no significant wage effect from arbitration 
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and a 3.2 percent wage effect from strikes in their longi­

tudinal results (1972-1980) . 

Studies on binding interest arbitration 
and pay 

No state provides police or firefighters wirh the full legal 

right co strike; however only four states, completely pro­

hibit sworn public safety offkers from collectively bar­

gaining; four scares allow collective bargaining but rhe 

agreements are nor legally enforceable, 11 states permit 

collective bargaining for both police and firefighters with 

enforceable agreements, and five other stares (Wyoming, 

Idaho, Utah, Texas, and Missouri) extend the right only 

to firefighters. Thirty other scares require employers co 

bargain with police and firefighter employee organiza­

tions (U.S. House Committee on Education and Labor 

2010). The impasse procedures for police and firefighter 

bargaining most often end with either binding interest 

arbitration or fact-finding. There is a strong bias against 

binding interest arbitration in rhe United Stares, largely 

influenced by the Hicksian neoclassical analysis of strikes, 

which nor only prefers char the parties resolve their own 

the disputes (a widely shared goal), but also assumes 

the parties will make an efficient cost-benefit analysis 

to avoid negative-sum strikes and reach informed reso­

lutions (Hicks 1932). In a Hicksian world, strikes arise 

from imperfect or asymmetric information (Kennan 

1987), but for the most part, this information problem 

can be resolved through negotiation, info rmation 

requests, and mediation. T his analysis, however, has not 

been extended to the public sector, where only 20 percent 

of public employees have the right co strike, while one­

third are covered by advisory arbitration. The right co 

strike has been vigorously debated (e.g., Burton and 

Krider 1970) in response to Wellington and Winter's 

( 1971) analysis of unbalanced power in the public sector. 

Additionally, the public availability of information on the 

governmental employer's financial position should make 

imperfect or asymmetric information less of a problem in 

public-sector bargaining. 
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No one concerned about public safery, however, has rec­

ommended a right-to-strike policy be applied co police or 

firefighters. In fact, it is broadly agreed that as a matter of 

policy it is important co prevent strikes and job actions by 

public safety employees. As a result, binding interest arbi­

tration is most commonly used as a procedure for final 

dispute resolution in police and firefighter negotiations 

(Farber 2005). Some states have extended binding inter­

est arbitration to other employee groups, as well. Most 

research on binding interest arbitration, however, focuses 

on police and firefighters. 

Compensation outcomes are often the most controversial 

issue in public-employee binding interest arbitration 

(Kochan et al. 201 0) . Elected officials and union leaders 

are often quick to denounce decisions arising from inter­

est arbitration as either too generous or roo miserly, while 

the research findings are much more encouraging. An 

early longitudinal study of interest arbitration found 

small positive wage effects in the range of 1 ro 2 percent 

in maximum pay rates for urban police officers in the 

1970s (Feuille and Delaney 1986). 

These findings are consistent with other results. Ashen­

felter and Hyslop (2001) used two complementary data 

sources: a panel data set for the years 1961-1992 on 

state-level wages of police officers, and individual-level 

data on police officers from the 1970, 1980, and 1990 

decennial censuses. They excluded southern states from 

their comparisons, since southern states never enacted 

binding interest arbitration statutes. Approximately half 

of the stares in their sample introduced binding interest 

arbitration and the remainder either required or per­

mitted collective bargaining. Initial estimates indicated 

that binding interest arbitration coverage was associated 

with 8 percent higher wages, bur the wage premium was 

probably not attributable to the interest arbitration itself 

The results of what they deemed to be the appropriate 

specifications showed no statistically significant effect of 

binding interest arbitration on the level of police wages. 

T his study concluded that there is no strong evidence 
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that binding interest arbitration tends to raise wage levels 

(Ashenfelter and Hyslop 2001). 

A recent nationwide study (Kochan et al. 2010) exam­

ined the effects of binding interest arbitration on police 

and firefighter wages using census data from 1990 and 

2000 found wages of police and firefighters covered by 

arbitration statutes were not significantly different from 

wage levels, wage increases, and wage growth for police 

and firefighters in states in which collective bargaining 

does not include arbitration (but typically includes medi­

ation and fact-finding). A cross-sectional analysis i ndi­

cated that wages of police officers covered by a duty-to­

bargain law were 20 to 26 percent higher than wages of 

police officers not covered by an enabling collective bar­

gaining law, but these high earnings may not be attribut­

able to collective bargaining. The states that subsequently 

enacted the duty to bargain had median wages in 1960 

that were approximately 28 percent higher than median 

wages in states that continued to have no collective bar­

gaining statutes for police officers. In other words, high­

wage states enacted binding interest arbitration laws for 

police, and these states remained high-wage states. This 

srudy concluded that binding interest arbitration is an 

effective tool for avoiding strikes, and it may be a more 

cost-effective dispute resolution procedure than media­

tion and fact-finding since it offers a higher degree of 

finality. 

Part Ill. The data 

This study utilizes decennial census data collected from 

1960 to 20 10 to enable a longitudinal analysis of the 

effect of public-sector labor law changes on the earnings 

of five employee groups across 50 states over 50 years. 

The microdata sample is constructed of five decennial 

U.S. census cross-section surveys for 1960, 1970, 1980, 

1990, and 2000 and the U.S. Census Bureau's American 

Community Survey for 2010 (Ruggles et al. 20 10). The 

individual weighted sample is restricted to full-rime 

employees who worked for a state or local government 

entity for a full year in the year prior to the sample. 
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The 1960 census does not identify whether an employee 

works for federal, scare, or local government; therefore 

the 1960 data utilize only observations from the three 

identifiable occupations (police officers, firefighters, and 

teachers) . 

The main source of information on the public employee 

labor laws is The NBER Public Sector Collective Bargain­

ing Law Data Set developed by Valletta and Freeman 

(1988). This dataset contains information on state-level 

public-sector collective bargaining laws from 1955-1984 

for five state and local government employee groups in 

rhe 50 states. The five employee groups are stare gov­

ernment employees, local police officers, local firefight­

ers, local public school teachers, and ocher local govern­

ment employees. Kim Rueben of the NBER extended the 

variables concerned with collective bargaining rights and 

union security laws through 1996, and I further extended 

the data for 2000 and 2010. 

The data means in Table 1 indicate that there was a rapid 

growth in public-sector collective bargaining from 1960 

through the 1980s, from 2 percent of public employ­

ees covered by the right to collective bargaining in 1960 

to more than one-third in 1970, to more than one-half 

in 1980, to roughly t\vo-thirds in 1990, after which it 

largely leveled off. During the same period, some states 

enacted laws to prohibit public-employee collective bar­

gaining for some or all employee groups. In 1960, one in 

10 public employees was covered by legislation that pro­

hibited collective bargaining; by 2010, the prohibition 

had been extended to one in five public employees. Most 

public employees (89 percent) are covered by a public­

employee labor law (including laws that outlaw collective 

bargaining or merely permit but do not require bargain­

ing). Public employees whose state law neither authorizes 

nor prohibits collective bargaining may nevertheless be 

covered by a municipal or county law that can enable 

collective bargaining, as for example, in Memphis, Ten­

nessee and Birmingham, Alabama. A small number of 

states, employing 6.5 percent of public employees, have 
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opted for meet-and-confer laws for some government 

employers and employees, which require the parries co 

meet and confer over terms and conditions of employ­

ment. A few states permit collective bargaining if both 

parries are willing to reach an enforceable binding agree­

ment. 

There is considerable occupational variation in stare pub­

lic labor laws and occupational or group unionization. 

For example, professional firefighters have non­

controversially gained the greatest access to collective bar­

gaining rights, which has permitted a high union mem­

bership rare of 77 percent (Farber 2005). Firefighters are 

prohibited from bargaining in only two states, while only 

four states allow bargaining as a local option but do not 

allow agreements to be legally enforceable. Another 14 

stares permit firefighter collective bargaining as a local 

option with enforceable agreements, and the 30 ocher 

states provide a duty to bargain, potentially enabling 

firefighter collective bargaining in 44 states. In midst 

of the recent controversies over public-employee labor 

laws, firefighter collective bargaining has remained stable, 

although concession bargaining (contracts under which 

employees need to accept lower wages or make larger 

contributions to health and pension funds or both) has 

been widespread. In contrast, teacher collective bargain­

ing laws since 2010 have been a target of substantial 

reform or elimination in states such as Idaho, Tennessee, 

Wisconsin, Michigan, Illinois, and Ohio. In 20 I 0, 35 

states had laws that required reacher collective bargain­

ing, while five states prohibited reacher collective bar­

gaining; the other states provided various local options, 

leading to a reacher union-membership rate of70 percent 

(Farber 2005). Dissatisfaction over educational outcomes 

and achievement, along with new opportunities to 

launch potentially profitable education businesses, a 

financial and economic crisis, and public disdain of per­

ceived superior conditions of employment for teachers, 

has led some politicians to seek to restructure the legal 

employment frameworks for teachers. This type of polit­

ical ebb and flow provides some of the variation across 
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occupations, states, and time that this research utilizes to 

investigate the impact of public-sector labor-law frame­

works. 

Over time, dispute resolution procedures have under­

gone a somewhat surprising evolution given the widely 

shared concerns about the right to strike in the public 

sector. In 1970, the right to strike in the public sector 

was negligible, covering 0.1 percent of public employees. 

Census data show that by 1980, the right to strike had 

been extended to cover 9 percent of public employees 

and by 1990, 21 percent of public employees were in jobs 

covered by the right to strike. The growth of the right 

to strike suggests that it did not have the catastrophic 

effects predicted by Wellington and Winter (1971 ), or it 

was extended, as they suggested, to nonessential services 

where the public could accept disruption. Or possibly 

both are true, that non-public safety strikes are neither 

catastrophic nor shift power excessively to public employ­

ees. In contrast to the right to strike, interest arbitration, 

which has been shown to be a cost effective and widely 

accepted alternative to the right to strike, has grown 

slowly and not broadly, covering only 7.7 percent of pub­

lic employees in 1980 and never covering more than 9.7 

percent of public employees. 

Fact-finding, the practice of advisory arbitration, remains 

the most widely enacted final dispute-resolution proce­

dure, with one-third of public employees covered by laws 

that provide for fact-finding. With fact-finding, the pub­

lic employer retains the right to implement its final offer, 

even if that offer is revised or rejected by the fact-finder. 

Somewhat surprisingly, mediation, which is widely avail­

able ro facilitate settlements (49.6 percent) in most for­

mal dispute resolution processes, is the final dispute res­

olution process that covers 7.9 percent of public employ­

ees. Mediation services are increasingly rare in meet-and­

confer processes, as the public employer retains rhe 

strong unfettered right to implement changes after meet­

ing and conferring with the employees' representative. 

One could reasonably expect that dispute resolution 
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State and local government employees' characteristics (mean) and shares under different labor 
legal frameworks, by decade 

1960 1970 1980 1990 2000 2010 

Legal frameworks 

Duty to bargain 1.9% 37.8% 53.8% 66.6% 64.8% 62.8% 

Collective bargaining prohibited 9.6% 8.8% 13.5% 16.8% 18.4% 19.7% 

Meet and confer 1.3% 9.0% 6.1 % 8.2% 5.8% 6.5% 

No state law 87.1% 44.4% 26.5% 8.4% 11 .0% 11.0% 

Dispute resolution procedures 

Right to strike 0.0% 0.1 % 9.3% 21 .0% 20.5% 20.4% 

Binding interest arbitration 0.0% 1.9% 7.7% 9.2% 9.7% 9.5% 

Fact-finding 0.6% 24.7% 37.4% 35.3% 32.9% 32.5% 

Mediation final step 0.0% 3.3% 9.6% 8.7% 8.6% 7.9% 

Meet-and-confer mediation 0.0% 1.5% 4.2% 3.6% 0.7% 0.8% 

Mediation initial step 0.0% 23.3% 49.5% 53.3% 50.9% 49.6% 

Dues and fees collection 

Dues checkoff 14.8% 42.6% 75.2% 85.0% 84.0% 83.4% 

Open shop 15.8% 17.8% 23.7% 36.1% 38.5% 40.8% 

Agency Shop 6.5% 10.5% 55.5% 50.1% 48.0% 45.9% 

Characteristics 

Real annual earnings $35,843 $43,194 $39,105 $45,010 $47,982 $51,552 

Years of education 12.2 13.1 13.7 14.0 14.2 14.3 

Bachelor's degree only 10.8% 14.8% 14.9% 20.9% 23.8% 26.0% 

Graduate education 11 .2% 19.7% 24.0% 20.7% 21.4% 27.7% 

College graduates plus 22.0% 34.4% 38.8% 41 .6% 45.2% 53.7% 

Age 40.6 41.8 40.1 41.9 43.4 45.9 

Central city resident 31.4% 31.3% 21 .6% 13.8% 12.5% 

City noncentral resident 26.5% 31.3% 30.2% 27.5% 28.9% 

City resident 57.9% 62.6% 51.8% 41.4% 41.5% 

Usual weekly hours 41.8 42.4 42.7 42.6 
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Weeks worked in year 

Female 

Married 

Black 

Asian 

Hispanic 

Disabled 

State government employee 

Teacher 

Police officer 

Firefighter 

Other local government employee 

State private sector unionization 

Observations 

1960 

49.5 

26.4% 

76.6% 

9.2% 

0.8% 

2.3% 

10.6% 

3.2% 

1.8% 

29.7% 

72,278 

1970 1980 

49.1 49.2 

41.9% 45.5% 

75.2% 69.1% 

11.2% 13.6% 

1.0% 1.6% 

2.6% 4.4% 

2.9% 3.9% 

31.2% 32.8% 

20.7% 19.6% 

5.0% 5.2% 

2.4% 2.2% 

40.7% 40.3% 

27.7% 23.1% 

128,967 422,135 

1990 2000 2010 

49.3 49.4 49.3 

49.0% 52.5% 57.1% 

68.7% 66.6% 66.9% 

12.7% 13.3% 11.9% 

2.2% 2.5% 3.4% 

5.9% 7.6% 9.1% 

3.4% 

34.0% 33.5% 30.6% 

20.1 o/o 19.7% 24.5% 

5.5% 6.5% 5.5% 

2.1% 2.1% 1.9% 

38.3% 38.2% 37.5% 

16.3% 13.5% 11 .8% 

484,578 582,663 144,125 

Note: The 1 % individual weighted sample is restricted to full-time employees of state and local government who worked for a full year 
in the year prior to the sample. 

Source: Public Use Microdata Sample of the U.S. Census for 1960, 1970, 1980, 1990, and 2000 and American Community Survey for 2010 
(Ruggles et al. 2010) and NBER Collective Bargaining Law Data (Freeman and Valletta 1988) 

based on meet-and-confer laws, mediation as the final 

step in dispute resolution, and fact-finding serve ro 

weaken union collective bargaining power. Whether 

unions can offset the resulting collective bargaining 

power deficit through their legally institutionalized polit­

ical collective action is an empirical question. 

Money is the lifeblood of most social institutions in 

American society, including labor organizations. Unions 

need a steady flow of revenue to support staff and to 

provide representation services. Given the complex legal 

environment of public-employee labor organizations, 

they tend to be higWy dependent on expert legal services. 

Dues checkoff, whereby union dues and fees are 

deducted automatically from workers' paychecks with 

their permission, has enabled most unions to shift their 
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resources away from basic revenue collection and, 

instead, rely on the employer's payroll services co deduce 

and transfer funds with, of course, each individual mem­

ber's consent. Even states such as North Carolina and 

Virginia, which prohibit collective bargaining, have per­

mitted dues checkoff (although in 20 12 North Carolina 

repealed the checkoff rights for public employees, joining 

Wisconsin in 2010, and Michigan in 2012 for school 

employees). More than four out of five public employees 

(83.4 percent) worked for a government employer that 

allowed dues checkoff in 2010, though far fewer were 

represented by a union that had actually negotiated such 

a provision. 

Always controversial, the nature of public employee 

union securiry provisions was seeded by the Supreme 
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Court in Abood v. Detroit Board of Education, (431 U.S. 

209, 1977), which upheld the use of agency-shop clauses 

requiring that nonunion employees represented by the 

union pay a service charge equal to union dues, provided 

that the agency service charges are used to finance 

collective-bargaining, contract-administration, and 

grievance-adjustment tasks, and not for political or ide­

ological purposes. In 2010, approximately, 46 percent 

of public employees were in states that would enforce 

an agency-fee provision if one were negotiated, down 

from 55 percent in 1980; whereas 41 percent of public 

employees were covered by an open-shop legal require­

ment in 2010, up from 24 percent in 1980. This shift 

toward open shop frameworks would suggest a dimin­

ishment of union collective bargaining power in public 

employment, possibly as the result of the weakening of 

union interest group political power, 1 as well as popu­

lation and employment growth in the "right-to-work" 

or "no-fair-share" states, which now include Wisconsin, 

Indiana, and Michigan in addition to the south, south­

west, and mountain states (all of which have these laws 

except for Colorado, Mexico, and Montana) . 

From the mid- l950s to the 1960s, public-sector pay 

rose relative to private-sector pay, while beginning in 

the mid- l 970s relative public-sector pay fell (Freeman 

1985). Within the span of a decade, the relatively highly 

paid public-sector workers of the early 1970s lost their 

real compensation advantage over otherwise comparable 

private-sector workers. The census data confirm Free­

man's analysis. At the same time, public employees' edu­

cational levels steadily increased by an average of two 

years from 12.2 years in 1960 to 14.3 years in 2010. 

More importantly, the share of college graduates among 

public employees increased from 22 percent in 1960 to 

54 percent in 2010, making public employment one of 

the most highly educated sectors of the economy. 

The average public-sector employee was five years older 

in 2010 than in 1960 (45 .9 years old up from 40.6) 

and less likely to live in a city (42 percent compared 
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with 58 percent) . Public employees worked on average 

about one hour more per week in 2010 (42.6 hours) 

than in 1980 (41.8). Average weeks worked per year 

remained essentially unchanged over the five decades. 

Most public-sector employees were female in 2010 (57 

percent); they were much more likely to be male in 

1960 (74 percent) . The public employee workforce grew 

increasingly racially and ethnically diverse between 1960 

and 2010. For blacks the growth was modest, from 9 per­

cent to 12 percent of the workforce, for Asians from less 

than 1 percent to 3.4 percent, and for Hispanics from 2 

percent to 9 percent. 

The five employee groups in chis analysis are state gov­

ernment employees, local police officers, local firefight­

ers, local public school teachers, and other local govern­

ment employees. Teachers are the largest occupational 

group, accounting for one-fourth of state and local public 

employees in 2010. Police and firefighters accounted for 

a stable portion of public employment at 5.5 percent 

for police and 1.9 percent for firefighters in 2010. State 

government employment also has remained stable with 

30.6 percent of public employment in 2010. Other local 

government employment has declined as a percentage of 

employment from 1970 to 2010 falling from 40.7 per­

cent to 37.5 percent. The 1960 census did nor identify 

state and local government employment, which prevents 

the reporting of that data for that year. 

In summary, these data permit an analysis of the impact 

on employee earnings of the rapid growth of laws that 

enable public-sector collective bargaining, which covered 

only 2 percent of the workforce in 1960 but 63 percent 

by 2010 . This research can also assess the impact of laws 

prohibiting collective bargaining, which covered 10 per­

cent of public employees in 1960 and 20 percent of 

the public workforce in 2010. Given the concerns of 

Wellington and Winter (1971) about strikes in the pub­

lic sector, these data enable an evaluation of the growth of 

the right to strike from negligible in 1970 to more preva­

lent in 2010, covering 20 percent of the public-employee 
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workforce. In comparison with the right to strike, other 

dispute resolution procedures, including binding interest 

arbitration and fact-finding, will be evaluated to deter­

mine their relative impact on public employee earnings. 

The analysis will also assess the effects on public 

employee earnings of laws permitting dues checkoff and 

legislation enabling or prohibiting agency-shop provi­

sions. 

Part IV. The analysis and results 

The models presented in this analysis examine the effect 

of various aspects of public-sector labor law on public­

employee wages. The sample is restricted to full-time 

employees (working more than 34 hours per usual work 

week) of state and local government who worked at least 

39 weeks in the prior work year, and who had annual 

earnings above $10,000 in 2010 constant dollars. 

The Consumer Price Index was used to adjust annual 

wages for inflation. The coefficients reported in Table 

2 provide the results from various specifications of a 

srandard wage equation, with the natural log of annual 

wages as the dependent variable. The basic model used 

in each specification includes variables for each of the 

1,631,366 public employees in the sample, for each per­

son's education level, age, weekly hours of work, annual 

weeks of work, and whether the individual meets any 

of the following conditions: is female (male omitted); is 

black, Asian, or Hispanic (white non-Hispanic omitted); 

lives in a central city or in a city but not the central 

city ( noncity residents omitted); is disabled (nondisabled 

omitted); and works as a state employee, teacher, police 

officer, or firefighter (local government employee omit­

ted) . Columns 1 and 2 report the results of pooled cross 

sections with various controls for state and time trend. 

Columns 3 and 4 report state fixed-effects models, which 

use rhe independent variables to explain changes in rhe 

law by scare. The stare is fixed. With a time variable (col­

umn 4) both the state and the year become fixed as the 

independent variable seeks co explain the changes of the 

dependent variable. 
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In Table 2, Panel A the results are reported in relation to 

states that did not enact a collective bargaining law for 

one of the five employee groups over the 50 year period. 

In other words, the data columns show how much higher 

or lower the wages of employees in states with certain 

legal framework relative to wages in states with no policy 

on labor relations. Enactment of a labor policy was asso­

ciated with higher earnings regardless of whether the law 

prohibited collective bargaining, enabled the parries to 

meet and confer, or provided for the duty to bargain. 

The duty to bargain is associated with the highest earn­

ings, but as controls are added the premium shrinks and 

becomes negligible in the state fixed-effects model with a 

time trend. Columns 2 and 3 probably provide the best 

estimates of the effects of the duty to bargain, showing 

wages 5 percent to 8 percent higher for workers covered 

by this legal framework (from panels A and B). The effect 

of prohibiting collective bargaining is somewhat surpris­

ing. The wage effects are sizeable and significant, in the 

range of -6 percent to 6 percent, when compared with 

workers covered by no state law, and may reflect growing 

employment in those states. Meet and confer laws have 

positive and significant wage effects in the range of2 per­

cent. 

Table 2, Panel B examines the duty to bargain in relation 

co all other laws, rather than to no law. Here the effect 

sizes increase slightly, associated with wages that are 6 

percent to 8 percent higher; however, when the fixed­

effects time trend is added to the model, the effect size 

falls to barely above zero. 

In summary, Table 2 demonstrates that labor laws, even 

chose that establish a duty to bargain, are associated with 

higher wages but not of the magnitude suggested by fears 

char they would shift governmental resources toward 

extravagant public-employee compensation. 

Table 3 examines the impact of alternative dispute reso­

lution procedures on employee wages. Panel A provides 

estimates for the entire sample of public employees, rel­

ative to mediation as the final process, and finds that 
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The effects of different labor legal frameworks on public-employee wages 

Panel A. Relative to no policy 

Collective bargaining prohibited 

Meet and confer 

Duty to bargain 

State control added 

Time control added 

Observations 

Panel B. Relative to all other policies 

Duty to Bargain 

State control added 

Time control added 

Observations 

Pooled cross-section 
1960-2010 

(1) 

-1.25% 

3.84% 

10.36% 

Yes 

No 

1,63 1,366 

10.68% 

Yes 

No 

1,631 ,366 

(2) 

-5.76% 

2.07% 

4.97% 

Yes 

Yes 

7.62% 

Yes 

Yes 

Fixed effects 

(3) 

5.80% 

1.87% 

6.70% 

Yes 

No 

5.54% 

Yes 

No 

(4) 

2.04% 

-0.33% 

0.81 % 

Yes 

Yes 

0.53% 

Yes 

Yes 

Note: The dependent variable is the log of annual wages. The 1% individual weighted sample is restricted to full-time employees of 
state and loca l government who worked for a fu ll year in the year prior to the sample. Every figure in the table is statistically significant 
at the .01 level. 

Source: Public Use Microdata Sample of the U.S. Census for 1960, 1970, 1980, 1990, and 2000 and American Community Survey for 2010 
(Ruggles et al. 2010) and NBER Collective Bargaining Law Data (Freeman and Valletta 1988) 

the effect sizes are modest. Focusing on columns 2 and 

3, which provide results that control for state and time 

trend and for state fixed-effects, the wage effects are -1 

percent to -3 percent for face-finding, 3 percent to 4 per­

cent for bi nd ing interest arbitration, and 5 percent co 6 

percent for the right ro strike. Panel B reports estimates 

for the alternative dispute resolution procedures, among 

the employees who are covered by duty-to-bargain leg­

islation. For those employees, fact-finding is associated 

with a -2 percent to -5 percent employee wage penalty, 

arbitration has a small wage effect of less than I percent, 

and the right to strike is associated with higher wages in 

the range of 2 percent to 5 percent. 
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Table 4, Panel A reports estimates of the impact on 

public-employee wages of alternative dues collection 

laws. Dues checkoff is widespread and has a small posi­

tive effect on wages ranging from O percent to 3 percent 

(across all fo ur data columns); however, we suspect it 

has a large effect on union membership. Open-shop laws 

are associated with significantly lower public-employee 

wages, with wage penalties ranging from -5 percent co 

-11 percent, with the exception of the state fixed-effect 

estimate of -4 percent. Agency-shop provisions are associ­

ated with significantly higher wages ranging from 2 per­

cent to 7 percent for public employees. Table 4, Panel 

B examines the effect of agency-shop laws on public-
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The effects of alternative dispute resolution procedures on public employee wages 

Panel A. All public employees, relative to mediation 

Fact-finding 

Binding interest arbitration 

Right to strike 

State control added 

Time control added 

Observations 

Panel B. Public employees covered by a law with a duty to 
bargain, relative to mediation 

Fact-finding 

Binding interest arbitration 

Right to strike 

State control added 

Time control added 

Observations 

Pooled cross sections 
1960-2010 

(1) (2) 

-1 .77% -1.43% 

3.38% 2.54% 

8.57% 5.38% 

Yes Yes 

No Yes 

1,633,501 

-4.29% -2.39% 

0.06%* -0.35%* 

4.44% 1.56% 

No No 

No Yes 

1,016,555 

Fixed effects 

(3) (4) 

-2.66% -2.28% 

4.00% 3.04% 

5.16% 0.94% 

Yes Yes 

No Yes 

-4.55% -2.46% 

0.76% 0.35% 

4.57% 1.30% 

Yes Yes 

No Yes 

' Every figure in the table is statistically significant at the .01 level except for these figures, which are statistically significant at .OS 

Note: The dependent variable is the log of annual wages. The 1 % individual weighted sample is restricted to full-time employees of 
state and local government who worked for a full year in the year prior to the sample. 

Source: Public Use Microdata Sample of the U.S. Census for 1960, 1970, 1980, 1990, and 2000 and American Community Survey for 2010 
(Ruggles et al. 2010) and NBER Collective Bargaining Law Data (Valletta and Freeman 1988) 

ECONOMIC POLICY INSTITUTE ----··"_"""" ______________ ,::,,z, ________________ ....., _________ _ 

employee earnings among those employees covered by 

dues-checkoff legislation. Compared with the open-shop 

laws, agency-shop provisions are associated with higher 

wages ranging from 5 percent to 12 percent; except that 

the state fixed-effect indicates a small negative effect. In 

summary, dues checkoff appears to have a small effect on 

wages, open-shop laws have a significant negative impact 

on public employee wages, and agency-shop provisions 

are associated with significantly higher wages for public 

employees. 
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Part V. Discussion and analysis 

As noted earlier, no state government chose to wholly 

transplant the private-sector model of collective bargain­

ing, bur states did import pieces. While many policy­

makers were concerned about the right to strike, many 

states did extend the right to strike; as of 2010, this right 

extended to more than 20 percent of public employees, 

none of whom are in public safety positions. The right to 

strike has not had catastrophic results. Relative to medi-
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The effects of dues checkoff, open shop, and agency shop law on employee wages 

Panel A. All public employees, relative to no policy 

Open shop 

Dues checkoff 

Agency shop 

State control 

Time trend 

Observations 

Panel B: Public employees with state dues-checkoff policy, 
relative to open shop policy 

Agency shop 

State control 

Time control 

Observations 

Pooled cross-sections 
1960-2010 

(1) 

-7.14% 

2.90% 

5.28% 

Yes 

No 

1,631,366 

7.86% 

Yes 

No 

1,336,812 

(2) 

-11 .20% 

-0.40% 

6.57% 

Yes 

Yes 

12.08% 

Yes 

Yes 

Fixed effects 

(3) (4) 

-4.43% -4.86% 

3.19% -0.05% 

2.03% 4.95% 

Yes Yes 

NO Yes 

-0.75% 4.59% 

Yes Yes 

No Yes 

Note: The dependent variable is the log of annual wages. The 1% individual weighted sample is restricted to full-time employees of 
state and local government who worked for a full year in the year prior to the sample. 

Source: Public Use Microdata Sample of the U.S. Census for 1960, 1970, 1980, 1990, and 2000 and American Community Survey for 201 O 
(Ruggles et al. 201 O) and NBER Collective Bargaining Law Data (Valletta and Freeman 1988) 

ation coverage, employees covered by the right to strike 

earn about 2 percent to 5 percent more than those with­

out it. Public safery employees are effectively covered by 

binding interest arbitration, which has prevented strikes 

and has resulted in cost-effective and widely accepted set­

rlements by the participants. As with other studies of 

binding interest arbitration, this research finds no wage 

effect attributable to interest arbitration for public 

employees covered by a dury-to-bargain law when com­

pared with mediation and only a small effect, in the range 

of 3 percent to 4 percent higher, for all public employ­

ees when compared with mediation. The results reported 

in this analysis indicate that fact-finding, the most widely 

EPI BRIEFING PAPER #409 OCTOBER 16, 2015 

ECONOMIC POLICY INSTITUTE 

employed final dispute-resolution procedure, tends to 

favor the public employer, resulting in significantly lower 

wages for public employees in the range of 2 percent to 5 

percent less than mediation. 

In summary, it is difficult to conclude that the relatively 

small wage effects of public-sector labor laws have led 

to serious distortions in the democratic process. Collec­

tive bargaining has resulted in higher public employee 

wages in the range of 5 percent to 8 percent. There 

is some indication that collective bargaining has offset 

employer monopsony power in the public sector (Keefe 

2015; Lewin, Kochan, and Keefe 2012), thus not pro-
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ducing excessive or distorted public-employee compensa­

tion. 

The research on public expenditures further confirms 

that there are few if any shifts in public expenditures 

attributable ro collective bargaining. Using longitudinal 

models on data from 700 cities between 1977 and 1980, 

Valleta (1993) found little support for the claim that 

union bargaining and political activities resulted in a 

demand shift. Zax O 989), on the other hand, using data 

from 13,749 departments of city and county govern­

ments with unchanged union status between 1977 and 

1982, reported that municipal unions in units with a 

duty ro bargain were associated with a 3.1 percent greater 

departmental employment and an 8.5 percenr greater 

monthly payroll per employee than departmental units 

without a duty to bargain. However, Trejo (1991) found 

evidence of simultaneity bias that contaminated previ­

ous estimates of positive employment effects by munic­

ipal labor unions. Using data on teachers union cer­

tifications from Iowa, Indiana, and Minnesota, Loven­

heim (2009) examined the effect of teachers unions on 

school district resources. Lovenheim found no net impact 

on per student district expenditures. Lindy (2011) used 

the 1999 sunset and 2003 reauthorization of public­

employee collective bargaining in New Mexico to exam­

ine the impact of mandatory collective bargaining laws 

on public schools. Employing a fixed-effects model, 

Lindy found that mandatory bargaining had no signifi­

cant impact on per-pupil expenditures. Frandsen (2012) 

reported cross-section results showing that states with 

collective bargaining laws have much higher per-pupil 

salary and educational expenditure than states without 

such laws (with a 10 percent greater salary per pupil and a 

12.3 percent greater educational expenditure per pupil); 

however, the fixed-effect models showed results that are 

very close to zero for all specifications of log per-pupil 

salary and for log per-pupil expenditure, and statistically 

insignificant for the most reliable estimates. T his find­

ing follows the state pattern on wages, i.e., the states with 

higher expendicures on education were also the states that 
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adopted collective bargaining for public employees. Col­

lective bargaining did not cause higher education expen­

ditures, but it is associated with greater expenditures. 

The research to date, however, has not examined the 

impact of the scope of bargaining on either employee 

earnings or the impact of union bargaining on public 

issues normally reserved for democratic decision-making. 

This is important area for future research investigation. 

The scope of bargaining varies greatly by state (Najita 

and Stern 2001) even where there is a duty to bargain. 

Part VI. Conclusion 

Critics of public-sector collective bargaining based on the 

private-sector model have raised concerns that it could 

result in distortions of democracy that would shift gov­

ernmental resources disproportionately coward public­

employee compensation and result in the overemploy­

ment of economically and politically advantaged and 

powerful groups of public employees (Wellington and 

Winter 1971). This fear was never realized. The full 

private-sector model was never transplanted. The various 

state public labor laws that permitted collective bargain­

ing resulted in relatively small pay increases for public 

employees. In many circumstances, even where there is a 

duty to bargain, rhe public employer has retained consid­

erable power by adopting laws that provide for mediation 

and face-finding as the final steps in dispute resolution. 

In addition, rhe public employer has also preserved the 

right to privatize public services and has demonstrated 

a willingness to privatize services, often earning elected 

officials political support from the private interests that 

benefit directly from the privatization. 

Binding interest arbitration, however, with strong strike 

prohibitions and penalties, has been widely accepted by 

employees in public safety, where demand for labor may 

be inelastic. Elsewhere, there are alternatives to the public 

provision of services and the public has tolerated incon­

veniences resulting from labor disputes rather than sup­

port tax increases. T he alternatives to 

PAGE 16 



strikes-arbitration, fact-finding, mediation, or bargain­

ing without some final resolution mechanism-have 

become increasingly legitimate and accepted as fair; con­

sequently strikes have steadily lost public support, except 

in exceptional circumstances. 

While criticism of public-sector labor law continues, in 

political disputes about it, the public has consistently 

expressed support for the right of public employees to 

engage in collective bargaining (Keefe 20 l 0; Freeman 

and Han 2012). Whether the public employer has a 

duty to bargain remains the threshold issue in public­

employee labor relations. A clear majority of public 

employees (63 percent) possessed that right in 2010; 

however, this share reflects the absence of a consensus 

on the value of public-sector collective bargaining and 

public-employee unions. Nonetheless, public-sector col­

lective bargaining laws and unions consticute an effective 

force in securing competitive market compensation for 

public employees (Keefe 2015) and an anchor for 

middle-class employment in an increasingly polarized 

labor market. 

-Jeffrey Keefe is a research associate of EPI and pro­

fessor emeritus, School of Management and Labor Rela­

tions, Rutgers University. Keefe has a Ph.D. from Cornell 

University and has published over 40 articles on public­

sector labor and employment relations. 

Endnotes 

1. In contrast to the rising open shop employment, as recently 

as 2009, public labor laws were tilring towards unions. 

Bet'Neen 2000 and 2009 a total of eight srates enacted 

card-check legislation for public-sector employees (Chandler 

and Gely 2011), while only Indiana retreated from 

collective bargaining. In his first day in office in 2005, 

Indiana Governor Mitch Daniels signed an executive order 

ending collective bargaining with srate public-employee 

unions. 
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Testimony for 201~ 
House Industry, Business a r Committee 

Presented by a Ion Hede aar 
President of the North Dakota AFL-CIO 

January 24th. 

Mr. Chairman, Members of the Committee: 

My name is Waylon Hedegaard, President of the North Dakota AFL-CIO. 

Obviously, our organization is a fan of collective bargaining. This is the center 
of all unions, but collective bargaining in its broadest sense is the heart of any 
democracy. It's people voluntarily coming together to face their challenges. 
Everyone joins together to form an organization large enough and strong 
enough to make life safer and better for its members. This is true whether the 
group is a nation like our own or a union like the one I belong to. 

The leaders of both of these groups, the unions and the United States, are 
democratically elected. If I don't like their policies or the direction in which 
they are leading us, I have the opportunity of voting them out. I have the 
opportunity to run for that very same office, and I, myself, face an election 
every four years. 

Despite every negative connotation that people try to pile onto it, collective 
bargaining, at its simplest, is simply workplace democracy. 

Our emergency personnel do a very difficult job, one for which they are 
seldom acknowledged or rewarded sufficiently. Not everyone would do their 
job for their pay. We expect these people to dash into burning buildings, face 
horrific situations and in the case of Deputy Allery last week, take down active 
shooters at the risk of their own lives. Our society demands amazing things 
from these people all for a modest salary and modest retirement. 

I find it an odd dichotomy in North Dakota's attitude towards emergency 
personnel. We trust them to save our families from violence, fire and disaster, 
yet as of now, we don't trust them enough to allow them to collectively 
bargain. We trust them to protect the most precious of things, and we should 
trust them to peaceably and voluntarily and collectively bargain in their own 
interest. 
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Understand that they'll bargain for more than just wages and benefits. It's not 
just money. Police and firefighters bargain for safety and adequate equipment, 
physical and mental health issues and policies that promote family stability. 
They are the people closest to the ground in their own field. They understand 
their issues better that anyone else, and they should be allowed to collectively 
bargain for those that most concern them. 

Building a system that allows all voices to be heard brings out the best ideas in 
any group, workplace or nation. If we want the best organizations possible, we 
need a system that guarantees that we listen to that voice, and this is exactly 
what collective bargaining gives them. 

At its most basic, Collective bargaining is democracy in the small, and 
democracy should be encouraged at all levels. 

I urge this committee to vote yes on HB 1401. 

Thank you for hearing me, and I would stand for any questions. 
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• 

• 

Great Public Schools Great Public Service 

Good morning Mr. Chairman Keiser and Members of the Industry, Business and Labor 
committee. For the Record my name is Fern Pokorny, representing North Dakota United. I am 
here to voice NDU ' s support of HB 1401 , collective bargaining for law enforcement and paid 
full time firefighters. 

K-12 teachers have been bargaining their contracts since 1969. While teaching, I negotiated 
several contracts in Belcourt and Dickinson. I found it to be an educational process for everyone 
involved. It is the one time teachers and school board members sit down together to discuss 
what ' s happening in our classrooms. When done correctly, everyone benefits by the discussions 
especially students but also board members, administrators, parents and the community as a 
whole. 

This is why we believe in this process and encourage you to support bargaining for our law 
enforcement officers and firefighters. Please give HB 1401 a "do pass" recommendation . 

ND UNITED+ 301 North 4th Street+ Bismarck, ND 58501 + 800-369-6332 + ndunited.org 
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~timony on HB 14QD- A BILL for an Act to provide for collective bargaining for law 

enforcement officers and paid full-time firefighters. 

c!mela Li~ Director of Government Relations and Business Development, Laborers District Council of 

Minnesota and North Dakota. Here with me are representatives of the Laborers Local 563 and we fully 

support HB 1401, giving full time law enforcement and firefighters the right to collectively bargain. Many 

other representatives of the building trades are here and stand behind this bill as well. 

For a succinct definition of Collective bargaining, the national AFL-CIO defines it as, "a process in which 

working people, through their unions, negotiate contracts with employers to determine their terms of 

employment, including pay, health care, pensions and other benefits, hours, leave, job health and safety 

policies, ways to balance work and family and more. Employees jointly decide their priorities for 

bargaining." 

In April 1903, the Laborers International Union of North America formed and for years we have 

successfully bargained with our contractors for better pay and benefits. We have a history and 

knowledge of the success of bargaining to help our working families attain better working conditions, 

higher pay and stronger wages, which helps bring up workers around us. 

Our firefighters and law enforcement deserve this right as hard working men and women who lay their 

lives on the line every day for us. They take on the jobs that many of us do not have the courage to do 

and deserve strong wages and benefits to continue to provide for their families. Within this bill is the no 

strike provision, which protects the public that North Dakota law enforcement and firefighters serve. 
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