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Intro duc tion

As one of its last pieces of leg is la tion
before clos ing for the sum mer, the Par -
lia ment of Can ada passed Bill C-377,
leg is la tion aimed at increas ing the
finan cial trans par ency of labour orga ni -
za tions. This is a wel come move. Pre vi -
ous research by the Fra ser Insti tute has
shown that Can ada tra di tion ally lacked
the strong union finan cial dis clo sure
require ments to ensure finan cial trans -
par ency (Palacios et al., 2006). The new
law will ease the pro cess for both union -
ized work ers who pay union dues and
the gen eral pub lic who wish to find out
how union con tri bu tions are being spent.1
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It is impor tant for a labour union to 
be account able and respon sive to
the demands of mem bers and
dues-pay ing work ers because the
pri mary pur pose of a union is to
rep re sent the inter ests of union ized
work ers. Spe cif i cally, unions rep re -
sent work ers in nego ti a tions with
employ ers (within the con fines of
col lec tive bar gain ing) and in dis -
putes between a worker and an
employer. The recent changes
aimed at increas ing union finan cial
trans par ency rep re sent an impor -
tant step in improv ing union
account abil ity. The next step for
greater account abil ity is to ensure
that work ers have a choice about
whether or not to become a union
mem ber at all, and in paying union
dues more broadly.

Union finan cial
dis clo sure under 
Bill C-377

Once Bill C-3772 comes into force,
labour orga ni za tions will be
required to pro vide basic finan cial
infor ma tion (such as expen di tures,
rev e nue, and their finan cial posi -
tion) to the fed eral gov ern ment.
Included in this packet of finan cial
infor ma tion will be details on any
trans ac tion of more than $5,000
(includ ing con tri bu tions to polit i cal 
or social causes) and on union
employ ees who are paid over
$100,000 (includ ing com pen sa tion
levels and esti mated time spent on
polit i cal activ i ties and lob by ing).
This infor ma tion will then be made
pub licly avail able so that union ized
work ers and inter ested third par ties
can gauge the finan cial health and
oper a tion of union orga ni za tions.3 

An impor tant aspect of Bill C-377 is 
that labour orga ni za tions will be
required to pro vide details on how
much money and time they spend
on polit i cal activ i ties and lob by ing.
Unions often spend money on
polit i cal and other causes that are
out side of the con fines of their
respon si bil i ties in col lec tive bar -
gain ing and with which dues-pay -
ing work ers may not nec es sar ily
agree. Bill C-377 enables union ized
work ers to more readily deter mine
how much of their dues are going to 
these causes.

The next step: worker
choice

While Bill C-377 helps fos ter greater
finan cial dis clo sure from unions, if
work ers dis agree with their union’s
activ i ties, they may not nec es sar ily
have the choice to leave their union
or with draw their finan cial sup -
port.4 In Can ada, union con tracts in 
the pri vate sec tor can con tain a pro -
vi sion that makes being a union
mem ber a con di tion of employ ment 
(Mac In tyre and Lammam, 2014).
Cana dian pri vate sec tor union con -
tracts can also con tain a pro vi sion
that makes it man da tory for all
work ers cov ered by a union con -
tract to pay full union dues regard -
less of their mem ber ship sta tus.5

And these man da tory union dues
can fund union activ i ties that are
not related to a union’s role of rep -
re sent ing work ers, includ ing polit i -
cal or social causes. This can put
pri vate sec tor work ers in the dif fi -
cult posi tion of choos ing between
finan cially sup port ing a cause they
dis agree with or leav ing their job.

When union mem ber ship or dues
pay ment is man da tory, unions do
not need to spend the effort to con -
vince work ers to become mem bers,
or of the mer its of the union’s
spend ing. This, in turn, affects the
behav iour of union lead ers, who
have less incen tive to be respon sive
to the demands and desires of
union ized work ers if those work ers
have no choice about belong ing to
the union. If a worker does not have 
the option of leav ing the union or
with draw ing their finan cial sup port
while main tain ing employ ment,
then the union can take the worker
for granted and not worry about
earn ing their sup port. A union is
more likely to make an effort to be
account able and respon sive to
union ized work ers if its finan cial
health depends on work ers will ingly 
pay ing dues. If the worker has a
choice, the union must ensure that
it offers value to work ers in order to 
con vince them that pay ing their
union dues is worth while.6

Gov ern ments can help ensure that
unions are respon sive to union ized
work ers by guar an tee ing work ers
the choice of whether or not to
become a union mem ber and pay
union dues. The expe ri ence in the
United States shows how this could
work in prac tice. In the US, every
worker is guar an teed the right to
refuse to join a union and still keep
their job, although they may be
required to pay par tial union dues.
In prin ci ple, par tial union dues are
meant to cover the cost of union
rep re sen ta tion, not polit i cal or
other activ i ties unre lated to rep re -
sen ta tion. This is in con trast to
Can ada where work ers can be
required to pay full union dues to
cover all union activ i ties. 
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In 25 out of 50 US states, par tial
union dues in the pri vate sec tor
can not be made man da tory, except
in the rail way and air line indus -
tries.7 The Amer i can leg is la tion that 
guar an tees work ers the choice to
pay union dues or not is typ i cally
referred to as Right-to-Work laws,
and states that have these laws are
called Right-to-Work states. 

In juris dic tions with greater
worker choice, a higher degree of
account abil ity and respon sive ness
on the part of the unions could
man i fest in sev eral ways. For
exam ple, a recent study exam ined
the dif fer ences between the level of 
union dues and com pen sa tion of
union exec u tives in Right-to-Work 
states and non-Right-to-Work
states (Sherk, 2015). After con trol -
ling for other fac tors such as the
dif fer ences in the earn ings of
union ized work ers across states,
the study found that union mem -
bers in non-Right-to- Work states
pay dues that are, on aver age, 14 to 
15 per cent higher than union
mem bers in Right-to- Work states.
The study also found that the sal a -
ries of union exec u tives (the pres i -
dent, vice-pres i dent, trea surer, and 
busi ness man ager) tend to be
higher in non-Right-to-Work
states. Put dif fer ently, if unions
have to con vince work ers to pay
dues, then dues tend to be lower
and com pen sa tion for union lead -
ers tend to be more mod est.

Research has shown that restrict ing
worker choice arti fi cially strength -
ens unions, result ing in higher
union iza tion rates (Clem ens et al.,
2005). Table 1 shows 2014 union -
iza tion rates (total, pri vate sec tor,
and gov ern ment sec tor) for

Cana dian juris dic tions (where
worker choice is not guar an teed for
either union mem ber ship or union
dues), non-Right-to-Work states
(where worker choice is guar an teed
for union mem ber ship), and
Right-to-Work states (where
worker choice is guar an teed for
both union mem ber ship and full
dues). The total 2014 union iza tion
rate in Can ada is 30.4 per cent,
which is more than four times the
total union iza tion rate in
Right-to-Work states (7.5 per cent).
Pri vate sec tor and gov ern ment sec -
tor union iza tion rates in Can ada are 
both more than three times the
equiv a lent rates in Right-to-Work
states. Indeed, union iza tion rates

tend to be lower in juris dic tions
where work ers have more choice. 

Worker choice and
eco nomic per for mance

Research from the United States has 
also shown that restrict ing worker
choice can ham per a juris dic tion’s
eco nomic per for mance. This body
of research focuses on the dif fer -
ences between Right-to-Work states 
and non-Right-to-Work states. For
exam ple, a recent study found that
from 1977 to 2010, Right-to-Work
laws were asso ci ated with increased
state-level eco nomic growth of 1.8
per cent and higher employ ment of
about 1 per cent (Zycher et al.,
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Table 1: Union iza tion Rates in Can ada and the United
States (%), 2014

Can ada United States

Non-RTW RTW 

Total 30.4 16.3 7.5

Private sector 16.8 9.6 4.7

Government sector 74.8 52.9 22.7

Sources: Statistics Canada (2015); Hirsch and Macpherson (2015); calculations by
authors.

Notes:

*Right-to-Work states are jurisdictions that have implemented laws that allow non-union
employees in a unionized work space to opt-out of full union dues. Right-to-Work States
in 2014 include: Alabama, Arizona, Arkansas, Florida, Georgia, Idaho, Indiana, Iowa,
Kansas, Louisiana, Michigan, Mississippi, Nebraska, Nevada, North Carolina, North
Dakota, Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, and
Wyoming. In 2015, Wisconsin became a Right-to-Work state.  

*Indiana and Michigan became Right-to-Work states in 2012. The impact of
Right-to-Work laws on these two states is likely small given the short amount of time
since legislation has been enacted. 

*Unionization rates are defined as the share of the workforce who are covered by a union
contract.



2013).8 This is after con trol ling for
other eco nomic fac tors such as total 
employ ment and per capita income. 
Increas ing worker choice not only
encour ages unions to be more
respon sive to mem bers, it also helps 
fos ter stron ger eco nomic
per for mance.

A study by Rich ard Vedder (2011)
found that from 2000 to 2009, a net
of over 5 mil lion Amer i cans moved
from non-Right-to-Work states to
Right-to-Work states. Another
study found that Right-to-Work
laws are asso ci ated with higher
aver age annual pop u la tion growth
(Hicks and LaFaive, 2013). These
find ings sug gest that work ers are
vot ing with their feet by mov ing to
states with a higher degree of
worker choice. 

Mean while, juris dic tions that lack
worker choice are at a com pet i tive
dis ad van tage as they seek to attract
invest ment and ulti mately encour -
age eco nomic growth. For exam ple,
a study pub lished in the pres ti gious
Jour nal of Polit i cal Econ omy found
that man u fac tur ing activ ity
increases abruptly when cross ing
the bor der from a
non-Right-to-Work state to a
Right-to-Work state (Holmes,
1998). This is par tic u larly rel e vant
for Ontario, tra di tion ally Can ada’s
man u fac tur ing hub, where over the
past few years the num ber of nearby 
Right-to-Work states has been
increas ing. Indi ana and Mich i gan
both became Right-to-Work states
in 2012, and Wis con sin passed leg -
is la tion ear lier in 2015, mak ing it
the new est Right-to- Work state.
Mean while, Ontario’s econ omy has
lagged in recent years. Invest ment
in Ontario is disproportionally low

com pared to its pop u la tion and its
pri vate sec tor job growth has trailed 
behind vir tu ally every other prov ince
(Di Matteo et al., 2014). There is no
sim ple solu tion to improv ing eco -
nomic out comes in Ontario, but
guar an tee ing worker choice would
be a good place to start.

Con clu sion

Increas ing union finan cial trans par -
ency is an impor tant step in ensur -
ing that unions are account able and
respon sive to union ized work ers.
The next step is to guar an tee work ers 
a choice about whether or not they
wish to become a union mem ber or
pay union dues. Worker choice
would mean that unions can not take
finan cial sup port from work ers for
granted and must con tin u ally con -
vince work ers of the value of hav ing 
a union rep re sent them.

Notes
1  A union ized worker is defined as a

worker who is cov ered by a union
con tract.

2  For the text of Bill C-377, go to:
http://www.parl.gc.ca/HousePublications
/Publication.aspx?Language=E&Mode=1
&DocId=8058844&File=24#1

3  Nota bly, a recent poll found that 59
per cent of union mem bers sup port
Bill C-377 (Forum Research Inc.,
2015, July 8).

4  The fol low ing dis cus sion relates to
work ers in the pri vate sec tor.

5  In most Cana dian juris dic tions, a
pro vi sion for man da tory union dues
is required in either all union con -
tracts or upon the request of the
union. In four prov inces (Alberta,
New Bruns wick, Nova Sco tia, and
Prince Edward Island), man da tory
union dues can be included in the
union con tract only if it is agreed to

by the employer dur ing con tract
nego ti a tions (Work place Infor ma -
tion and Research Divi sion, Labour
Pro gram, ESDC). 

6  A com mon crit i cism of giv ing work -
ers the choice not to pay union dues
is that it allows work ers to be cov ered 
by a union con tract with out pay ing
the cost of union rep re sen ta tion.
Such work ers are often referred to as
“free rid ers.” In Can ada, work ers
who are cov ered by a union con tract
do not have the option to opt-out of
union rep re sen ta tion. Cov ered work -
ers who pre fer to nego ti ate their con -
tract with out union rep re sen ta tion
are not allowed to do so, so not all
non-union mem bers who are cov ered 
by a union con tract can be con sid -
ered free rid ers. An impor tant study
on worker choice in the United States 
by West Vir ginia Uni ver sity Pro fes -
sor Rus sell Sobel (1995) esti mated
that no more than 30 per cent of cov -
ered non-union mem bers are “true
free rid ers” in the sense that they
would choose to be union mem bers if 
it was a con di tion for being cov ered
by the union con tract. To the extent
that free rid ing exists with worker
choice, one solu tion is to not force
union mem ber ship and dues pay -
ment, but instead to allow work ers to 
bar gain inde pend ently of the union
(Vernuccio, 2015). 

7  In the other 25 states, work ers who
are not mem bers of a union but are
cov ered by a union con tract may be
required to pay at least par tial union
dues.

8  For addi tional papers, see: Vedder
and Robe, 2014; Hicks and LaFaive,
2013; Vedder, 2010; Ker sey, 2007.
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