ECONOMIC
NOTES

Section107-and Labour
Disruptions: A Clearer Federal
Response to Major Transport
Strikes

By Gabriel Giguere

> ME| &5
ore rrosperous
OCTOBER 2026 ‘\ Society




N\ Ideas f
l\ M E I Mgfs P(r)gsaperous
‘, Society

ECONOMIC NOTES

Since 2023, Canada has experienced sev-
eral major labour disputes in areas that
affect the whole country, as well as caus-
ing serious damage to Canada’s inter-
national reputation as a reliable global
trading partner and dependable link in
the North American supply chain. Examples
include labour disputes at the Canadian
National (CN) and Canadian Pacific Kansas
City (CPKC) railways, the ports of Montreal
and British Columbia, and the airline
sector.

To mitigate the economic strain, the federal
government has invoked Section 107 of the
Canada Labour Code numerous times over
this period. Such interventions have limited
the economic harm caused by these rail, port,
and airline stoppages. In each case, while
pressure was aimed at the employer, most of
the cost fell on ordinary Canadians. A Senate
report released in June 2026 stated that
reform is needed and that it must consider
the effects of labour disputes on the popula-
tion.' In September 2026, the federal govern-
ment introduced Bill C-39, which proposes a
clearer process for government intervention in
major labour disputes.? This Note examines
the economic costs of transportation disrup-
tions and how the proposed framework could
address them.

THE RECENT SPIKE IN WORK STOPPAGES
Section 107 of the Canada Labour Code gives
the federal jobs and family minister (formerly
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the labour minister) broad powers. When the
minister thinks it is useful to maintain indus-
trial peace or help settle a dispute, he may refer
a question to the Canada Industrial Relations
Board or direct it to take action. The law does
not list a fixed test or a set number of days
before action may be taken. In recent disputes,
governments have used this power to ask the
Board to order work to restart, extend an
expired collective agreement, or impose final
binding arbitration.?

On September 21, 2026, the federal government
introduced Bill C-39, which proposes new con-
ditions for the use of Section 107. Under the
proposed framework, the jobs and family min-
ister would first have to review a special medi-
ator's report and determine that an ongoing
strike or lockout affects, or could affect, the
national interest. The minister could then dir-
ect the Canada Industrial Relations Board to
take certain measures, including establishing
a binding process to settle the dispute.*

Section 107 of the Canada
Labour Code gives the federal

jobs and family minister broad
powers.

For most of its existence, Section 107 was invoked
rarely and for narrow purposes. Ministers typ-
ically referred technical questions to the Board,
such as whether a collective agreement
remained in force and when it expired. By the
Canadian Labour Congress's count, Section 107
was invoked only a few times between 1995
and 20225 It was notably used in 2011, when
Minister Lisa Raitt asked the Board to consider
imposing a settlement or binding arbitration in
an Air Canada dispute after flight attendants
had twice rejected tentative agreements. A
strike was averted, and the parties then agreed
to arbitration on their own.®

That changed on July 29, 2023, when the minis-
ter of labour invoked Section 107 in the British
Columbia port dispute and directed the
Canada Industrial Relations Board to impose
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either a new collective agree-
ment or final binding arbitra-
tion if it found that a negoti-
ated settlement was no
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FIGURE 1
Number of work stoppages in the federally regulated

transportation sector, 2016 to 2025
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longer possible.” The federal
government then made eight
referrals under Section 107 in
2024, and another one in
2025. Nine of these ten refer-

rals were made to end or tem- 10
porarily pause a strike or
lockout, or to impose binding 8

arbitration.? Eight involved
the ports (4), railways (2), or
airlines (2). The other two
involved Canada Post and the
courier company ICS Courier.
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These ten referrals coincide

with rising work stoppages in 2o 2oy
the federally regulated trans-
portation sector in recent
years. These increased from
six in 2023 to 12 in 2024, and
remain high at 10 in 2025 (see
Figure1).

This matters because railways, ports, airlines,
and other federally regulated transportation
services are key links in Canada's supply chains.
When these networks are disrupted, the effects
can quickly spread to other businesses, includ-
ing exporters, and to consumers, negatively
impacting the broader Canadian economy.

THE ECONOMIC STRAIN OF TRANSPORT
WORK STOPPAGES

Transport work stoppages have an outsized
economic effect. A small number of workers
can stop a network used by thousands of firms
and travellers, spreading the cost beyond the
employer and the union. A stoppage meant to
pressure one employer instead holds country-
wide supply chains hostage. This also creates
several tough challenges for Canadian small
and medium-sized businesses, including lower
sales, the loss of perishable goods, inventory
shortages, reduced production, and contrac-
tual penalties due to delivery delays.®

Factories may run short of parts, farms may
miss export windows, retailers may wait for

2018 2019 2020 2021 2022 2023 2024 2025

Source: Statistics Canada, Table 14-10-0352-01: Work stoppages in Canada, by jurisdiction and industry based on
the North American Industry Classification System (NAICS), Employment and Social Development Canada —
Labour Program occasional (number unless otherwise noted), August 28, 2026.

inventory, and passengers may face cancella-
tions. Most of the damage lands on people who
have no say in the dispute. That is why govern-
ments have felt compelled to intervene. Three
recent cases illustrate the different types of
harm that can result.

The federal government made

eight referrals under Section
107 in 2024.

In August 2024, the simultaneous shutdown of
CN and CPKC affected the two main freight rail
systems. These railways normally move more
than $1 billion in goods each day. The Confer-
ence Board of Canada estimated that a two-
week stoppage could reduce nominal GDP by
about $3 billion and lower employment by
about 15,000 jobs on an annual-average basis.
A four-week stoppage could bring the GDP loss
close to $10 billion and the job effect close to
49,000. This could also affect the reputation of
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the industry and thus the capacity to attract
private investment.”° Moreover, as the recent
Senate report noted, some industries are
highly dependent on rail transportation to
move their goods. This is particularly true for
mMany mining companies, which are thus vul-
nerable to an immediate and significant nega-
tive impact from rail strikes."

The November 2024 lockouts at the British
Columbia and Montreal ports affected approxi-
mately $1.2 billion in goods each day. The 13-day
West Coast port strike in 2023 had already dis-
rupted about $10.7 billion in trade, and exports
through British Columbia ports fell by 23% that
July.”? This does not mean that these amounts
disappeared from GDP. Some cargo was merely
delayed, but delays raise costs and weaken
Canada’s reliability, which can ultimately move
future business to use other routes. Both lock-
outs came in response to union pressure. In
British Columbia, the employers locked out the
foremen’s union after it served a strike notice
and began industry-wide strike activity. In
Montreal, the employer tabled a final offer and,
citing the union’s actions, warned that long-
shoring would stop on November 10 without
an agreement.®

Canada’s ports are already among the least
productive in the world. The World Bank's
index ranks container ports on the time ships
spend in port. In the 2025 edition, Vancouver
placed 375% out of 400 ports, and Montreal
338, Union efforts to block automation have
contributed to Canada being near the bottom
of the list, while ports such as Singapore and
Yokohama, which have embraced automation,
rank near the top."

The Air Canada labour disruption in August
2025 shows the direct effect on people, and on
one company’s bottom line. Air Canada can-
celled more than 3,200 flights and estimated
that about 500,000 customers were affected.
The airline later estimated a $375-million
impact on operating income and adjusted
earnings, including revenue impact from
refunds, compensation, and weaker bookings.”

These various costs were all incurred despite
federal intervention. In the rail case, the minis-
ter acted on the first day of the lockout, and
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the Board ordered operations to resume four
days later. The shutdown therefore lasted just
days rather than the weeks modelled by the
Conference Board. In general, the harm
recorded in 2024 and 2025 reflects what
occurred even with intervention, not what a
full-length dispute would have cost.'®

It is possible to estimate the larger costs these
interventions avoided. In a typical year between
1946 and 2023, each worker involved in a stop-
page in the sector lost about 13 working days.
As an illustration, applying that duration to the
seven cases in which Section 107 actually ended
a stoppage suggests that roughly 130,000 person-
days of lost work were avoided, most of this
related to the rail lockouts.”

Transport work stoppages can
stop a network used by
thousands of firms and

travellers, spreading the cost
beyond the employer and the
union.

A CLEARER FEDERAL RESPONSE TO MAJOR
LABOUR DISPUTES

The federal government has introduced Bill
C-39 to set clearer rules for the use of Section
107 of the Canada Labour Code. Under the pro-
posed law, a special mediator would first work
with the parties and report to the minister if
they cannot reach an agreement. The minister
would then have to review that report before
using Section 107 to order, through the Canada
Industrial Relations Board, a return to work or
impose a binding method to settle the dispute®
(see Figure 2).

The bill also sets a condition for these meas-
ures: a strike or lockout must be under way,
and the minister must consider that it harms
or could harm the national interest. In making
that decision, the minister may consider the
impact on the Canadian economy, serious
social disruption, and the effect of an interven-
tion on freedom of association.”
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These changes make the
economic consequences of a
work stoppage an explicit
consideration under Section
107. However, the bill does
not set a dollar threshold for
intervention or require the
minister to act whenever a
strike causes economic v
losses. It leaves it up to the
minister to assess the cir-
cumstances of each dis-
pute.?° Bill 89, granting

FIGURE 2

How Section 107 would work under Bill C-39

SPECIAL MEDIATION

Mediator submits a report.

STRIKE OR LOCKOUT
A lawful work stoppage begins.
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similar powers to the provin- v

cial minister, was passed last

year by the Quebec govern- MINISTERIAL DECISION

ment iﬂ res pOﬂse to union The minister reviews the report and decides whether the work

stoppage harms, or could harm, the national interest.
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actions. \ )
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The rail, port and airline dis- - N
putes discussed above show ORDER THROUGH THE CANADA INDUSTRIAL
Why this assessment matters. RELATIONS BOARD
Thelr costs can eXteﬂd If the minister decides to intervene, the Canada Industrial
beyOﬂd the em p|Oye rs a r]d Relations Board may order a return to work, extend a collective
Worke rs iﬂVO'Ved aﬁ:ecti ng k agreement, or impose binding dispute resolution. )
businesses and ordinary
Canadians who depend on
our transportation networks.
B| ” C'39 WOou |d pI’OVide a Source: House of Commons of Canada, Bill C-39, An Act respecting certain measures to strengthen the
more deta ||ed prOC@SS for economy (Building Canada Strong Act), 15t Session, 45" Parliament, first reading, September 21, 2026, Part 3,

i ) ) Division 1, sections 322 and 334 (proposed sections 87.01 and 107(2)—(3) of the Canada Labour Code).
considering these wider

effects when deciding whether

to intervene. It would provide clearer rules for
federal intervention when a major work stop-
page threatens the national interest. A clear Bill C-39 would provide clearer

process is needgd to protect Canadians from rules for federal intervention
serious economic harm. .
when a major work stoppage
threatens the national interest.

This Economic Note was prepared by Gabriel Giguére, Senior Policy Analyst at the
MEI. The MEI's Regulation Series aims to examine the often unintended conse-
quences for individuals and businesses of various laws and rules, in contrast with
their stated goals.
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