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STUDY SHOWS THAT FEDERAL MEDIATION MAKES GOOD BUSINESS SENSE

FOR LABOR AND MANAGEMENT IN COLLECTIVE BARGAINING 

WASHINGTON, D.C.  –   The Federal Mediation and Conciliation Service (FMCS), a U.S. government agency responsible for mediating collective bargaining contracts, said today that research has found that the agency’s mediation services saved U.S. businesses and workers approximately $9 billion between 1999 and 2004—a strong indicator that including a federal mediator in negotiations makes good business sense for both labor and management. 

The study, commissioned by the FMCS to assess the impact of mediation on collective bargaining negotiations, was conducted by the Employment Policy Foundation (EPF), a nonprofit, nonpartisan public policy research foundation that focuses on workplace trends. After an analysis of six years of FMCS case data, EPF researchers determined that mediation saved $9 billion in workers' wages and company profits.  These savings come from work stoppages that FMCS is estimated to have prevented and work stoppages that had a shorter duration as a result of early FMCS intervention. The average annual savings included $80.7 million in retained company profits, $640.5 million in retained union members’ wages, and $781.8 million in retained workers’ wages among workers in ancillary industries. 

The study also showed that early involvement by a federal mediator reduces the duration of any work stoppage that does occur.  If mediation starts before the contract expires, work stoppage duration can be reduced by an average of 46 percent.  EPF estimates that this reduction in work stoppages resulted in an average annual benefit of $217.9 million.  “For every four days the parties do not use FMCS after the contract expires, another day is added to the work stoppage,” said FMCS Acting Director Scot L. Beckenbaugh. He said this finding would be particularly helpful in encouraging parties to contact FMCS prior to contract expiration.

“This study underscores the benefits of mediation in resolving labor disputes for companies and employees,” Beckenbaugh said. “These findings bear out what those of us working in the field have experienced individually over many years, which is that mediation makes good business sense for both sides in a dispute.” 

Findings from the study will be used to educate and inform management and labor about the benefits of using mediation to resolve disagreements during collective bargaining and in the workplace, Beckenbaugh said. “This will dispel the myth that a request for federal mediation by a party during negotiations is a sign of weakness,” Beckenbaugh said. “In fact, the results of this analysis show just the opposite—that it is the smart thing to do.” 
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Beckenbaugh said the agency hopes the findings will make it easier for parties in a dispute to call for mediation. “The earlier we get the call, the greater the opportunity to help the parties craft an acceptable agreement,” Beckenbaugh emphasized.

FMCS mediates collective bargaining negotiations and labor disputes in unionized workplaces.  Mediation, however, is a voluntary process, and both sides must consent to the presence of a neutral, federal mediator, who can then assist them in reaching a mutually acceptable agreement on contract terms.   More than 20,000 labor contracts expire every year, and the agency mediates about a quarter of them, including approximately half of all significant negotiations involving bargaining units with more than 1,000 members.        

EFP estimated that, without FMCS intervention, the costs of work stoppages to the U.S. economy over a six year period would have been 71 percent greater—$21.7 billion instead of $12.7 billion—and would have impacted 76 percent more workers, 4 million instead of 1.85 million.  Without FMCS mediation, the number of work stoppages in an average year would be 61 percent higher. 

FMCS mediation prevented an estimated 1,265 work stoppages over the six-year period and saved employees, employers and others doing business with them approximately $1.3 billion annually in wages and profits that otherwise would have been lost. 

Since 1970, there has been a 90 percent reduction in the number of work stoppages.  In 1977, work stoppages peaked at 3,111, but only ten years later, the number of work stoppages dropped to 921.  Since then, the work stoppage incidence rate has steadily fallen.  In 2004, work stoppages were the lowest ever, at 273.  
Yet, work stoppages in 2004 had a significant impact on American companies and workers.  During stoppages, employees do not work and forgo wages.  Production lost during the stoppage directly impacts company profits.  Despite the lowest strike rate in decades, the 273 work stoppages in 2004 had a direct impact on wages and company profits—these stoppages caused $954.5 million in lost wages and $147.9 million in lost company profits.    

Stoppages also indirectly can impose costs on companies and employees that normally exchange goods and services with the company that is experiencing a work stoppage.  EPF estimates that the indirect impact of the 273 work stoppages in 2004 amounted to $267.3 million in lost wages and impacted 338,643 jobs in ancillary industries.
“The study demonstrates the continued need for mediation, especially in the most difficult situations where there are work stoppages,” said Beckenbaugh. “This underscores the importance of FMCS’ core mission, which is to prevent or minimize work stoppages.”   Beckenbaugh explained that even a small number of work stoppages annually can adversely impact communities, companies and workers. “We do our best to keep that from happening,” he said.

Beckenbaugh also emphasized that the EPF study may be understating the true impact of federal mediation because of the very conservative assumptions that were used in building the work stoppage impact model. “We are asked to mediate approximately 5,000 contract negotiations
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annually, and this analysis was based on the low number in each of the assumptions used to calculate the results. Even with such a conservative analysis, the results are quite dramatic,” he said. “Hopefully, the study will increase the parties’ and the public’s understanding of the demonstrated value of mediation in labor-management negotiations.”  
To view or download the executive summary of the EPF study as a PDF file, click here.

To view or download the full text of the EPF study as a PDF file, click here. 

###

The U.S. Federal Mediation and Conciliation Service, created in 1947, is an independent U.S. government agency whose mission is to preserve and promote labor-management peace and cooperation. Headquartered in Washington, DC, with 10 district offices and 69 field offices, the agency provides mediation and conflict resolution services to industry, government agencies and communities. 
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